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PART A
Introduction
Budgets are essential tool for the management of the organization. When budgets are made and they gives a periodic goals and objectives and a regular comparative mechanism for deciding whatever is appropriate to be taken action towards one activity or another by the organization (Pebrianti, and Aziza, 2019, pp. 403). The report investigates the current issue of the reason for variable manufacturing methods. It also explains the favorable and unfavorable budget outcomes here. Budget estimates are compared to actual results.
 All successful businesses must plan. Businesses generally estimate what they and their customers will be doing, beginning with a series of broad marketing expenses and other activities to create an extended or periodic monthly budget (Pebrianti, and Aziza, 2019, pp. 403). It motivates companies to set high revenue and profit targets, think of how they'll meet these targets, and assess the chances of attaining them over the year.
Flexible Budget
In every company setup, flexible budgets are prepared in a manner that aligns with how costs and revenues change. At the beginning of every financial year, the company creates a schedule that captures figures, what the company demands, and the company expectations (Beuren, de Souza, and Bernd, 2019). The budget schedule will then be adjusted according to spending variations throughout the year. A flexible budget involves more effort than a fixed budget, which is more important in the long term. People adjust their spending under a flexible budget if they obtain some extra money for enjoyment.


Why Flexible Budget
The main benefit of a flexible budget is a correct depiction of the situation of the company’s financial position (Arimura et al. l. 2021, pp. 9). A fixed budget, as an alternative, never accounts for unexpected expenses or income fluctuations. With a flexible budget, a company can identify where it is possible to reduce costs each time. It enables the company to concentrate on its budget's intended purpose. This is significant if the business wants to reduce wastage or accomplish a greater economic goal. 
The main disadvantage of a flexible budget is how it renders budgeting more flexible. Even though this is more reasonable, most people are set on ways to maintain a healthy lifestyle. Being in the habit of not spending $20 or more every month is another technique of saving money in the long run. These simple routines may be captured in the flexible budget, hence depriving one of the healthy routines. A flexible budget is always beneficial when implemented in the right way that promotes solid financial resilience. A wrong application of the budget may result in the breaking of excellent financial routines.
Fixed Budget
A fixed budget considers the expected figures of past calculated inputs and outputs. This type of budget outlines projections and estimates of expenses and revenue over a given period irrespective of the changes in sales and output (Zhang, Ward, and Sigman, 2020, pp.5313). Accountants, finance professionals, and management teams use the fixed budget to analyze a company's financial success over time. 
Why Fixed Budget
The main advantage of the fixed budget is that it is simple to construct and follow since fixed budgets don't have to be revised after each financial cycle is covered. Fixed budgets help provide details concerning the costs, expenses, and earnings when analyzing variance (Zhang, Ward, and Sigman, 2020, pp.5313). Since fixed budgets will not have a set location, they will assist businesses in cost control and prudent expenditure recommendations.
The most significant disadvantage of a fixed budget is its lack of flexibility. The fixed budget does not allow for more expenditures aimed at tracking progress since company budgets align with the budgeted sales volume even if there is a significant sales increase (Zhang, Ward, and Sigman, 2020, pp.5313). If a business organisation decided that a business segment is unproductive, it has no room to invest additional resources to save the situation. Because the fixed budget is founded on old information, newly established enterprises encounter difficulties formulating and affecting budgets. Fixed budgets are far more beneficial for organisations that seem to have a decent knowledge of overall sales and expenditures.

PART 1
Q1.



	Item
	Cost Per Unit
	Original (£)
	Flexed (£)
	Actual (£)
	Variance 

	Units
	
	100,000
	80,000
	80,000
	

	Selling Price
	25
	25
	25
	20
	5UF

	Revenue
	
	2,500,000
	2,000,000
	1,600,000
	(400,000) UF

	Variable Cost
	
	
	
	
	

	Materials
	2.5
	250,000
	200,000
	280,000
	(80,000) UF

	Labour
	4
	400,000
	320,000
	440,000
	(120,000) UF

	Overhead
	1.5
	150,000
	120,000
	120,000
	0

	Contribution 
	17
	1,700,000
	1,360,000
	760,00
	600,000 F

	Fixed Overheads
	
	
	
	
	

	Wearhouse 
Rental 
	200,000
	200,000
	200,000
	170,000
	30,000 F

	Insurance 
	100,000
	100,000
	100,000
	100,000
	0

	Supervisor Salary
	50,000
	50,000
	50,000
	35,500
	15,000 F

	Profit
	
	1,350,000
	1,010,000
	455,000
	(555,000) UF




ii) From the control report prepared, Amana experiences unfavorable net revenues, net operating profits, and the total variable costs. This indicates a mismatch between the budgeted report and the actual report, which impacts the company’s performance (Mubashar and Tariq, 2018). The overall performance of the company is bellow the targeted level. There is an improvement in selling price per unit even as the variable cost surges beyond control. The fixed costs are managed well as there is favourable trend shown . There is underperformance in the net operating income of the company. Since the variable cost is a function of productivity levels, that is, the total variable cost depends on the units produced; an increase in production levels increases the company's variable cost and vice versa. Fixed costs are constant and never change with levels of production. Additionally, fixed costs are incurred whether the company makes sales or not. The insurance expense as a fixed cost to the company is incurred to identify, measure, and control risks associated with social, environmental, and government-related issues that impact the company's performance. Resource efficiency, employee relations, society, and business ethics are crucial factors that Amana must give keen attention to for an excellent performance.
iii)  The central area of concern for Amana is the company’s variable cost. It seems that the business cannot manage to remain its material cost and so it should look for more markets for cheaper materials. The variable cost should be controlled to picture the sales made. Since the budgeted price per unit is less than the actual sales price, revenues decline while variable cost increases. Therefore, every unit cost forming the variable cost and, more specifically, the contribution should be tamed to an acceptable level. Amana ltd management must increase the selling price per unit, however it is likely that sales would decrease if the company rely only on the current markets, so new markets should be explored and eventually, the profits would increase. As the sales revenue increases and variable costs are controlled, profit margin increases, and hence the overall company profitability becomes favorable. The more profitable the company, the more funds are available to diversify into other income-generating investments. These investments would help Amana manage future risks that may present a headache to the company. However, the company should not diversify in investments that pay dividends. 
PART B
Mr. Amana has made the right move of shifting 50% of the company sales operations from the physical stores to online operations. The company outlets in Brighton, Birmingham city center, and Manchester city center cover a small market segment.   Whilst the establishment of these branches could improve Amana Souvenirs' strong brand loyalty, attracting extra consumer segments is still low, considering the high expenditures and costs of managing physical retail stores. Through the online establishment, the company will have the opportunity to significantly extend the market and customer coverage by channeling 50% of the anticipated sales revenue through its internet market platform that focuses on the UK, Europe, and the United States. Simultaneously, it can plan to strategically change the locations of its existing offline outlets to provide service to a broad market in the entire established locations. 
There are two alternatives for Amana to decide on concerning online marketing channels. Although a unique online store can ensure a 100,000 units sale per year, the cost attached to this strategy is higher with an initial £ 200,000 cost and a recurrent £35,000 cost per year. On the other hand, doing sales on Amazon would need a £ 50,000 expense annually with a surety of 6500 units annual sale. Besides the market plan informed by the data above, Amana will need to consider the brand's present awareness in the UK, Europe, and the United States and the advertising costs aimed to attract consumers’ attention in all of the locations. Because Amana only operated physical storefronts in just a few locations around the UK, this can be assumed that brand equity is confined to specific sections of the UK.
With all of the above considerations in place, Mr. Amana should look to sell via Amazon as a priority for a minimum of 3 years. Since the company expects to encounter stiff competition within the selling market, Amana will learn a lot and garner accurate evidence about the level of acceptability of the commodities in the target markets, presenting him with the opportunity to tailor promotional strategies to boost buyer loyalty to brand equity in the long-term. Amana can contemplate shifting entirely to a unique online store for selling company products after much boosting of the product's brand equity in the target segment over the past 3 years.
Looking at AMAZON, it is a well-established website and has the people’s loyalty at hand. It presents a simple selling technique where customers search the website for the product they wish to buy. Another factor to be considered is the fact that there are the above-mentioned assured revenues on Amazon. Amana can expect a wider margin when it sells using Amazon. Should set up a new private website be considered, Amana should consider the costs of improving the present website, paying a full-time IT programmer, and expenditure on advertisement expense to market the website and attract a chunk to the website totaling around £ 200,000 as mentioned above. Time is also a factor here. 
Apart from the guaranteed sales, Amazon allows the company to establish itself well within a short span and attract more customers even after shifting to the personal website and the reduced risk of loss. By expanding market share, Amana is destined to grow and expand both market segment and production capacity. As a result, Amana will make more profits and exhibit a favorable operation. Mr. Amana will also have to launch a promotional and media campaign to attract and capture public trust and attention, which would bring a favorable effect on the sales, market, and profit. Below are some of the recommendations that Mr. Amana can adopt for the company to stay unique and continue enjoying profits.
Competitive Prices
Mr. Amana needs to implement an outstanding pricing strategy in his organization. This is particularly the case once a seller competes with the other when both are selling the same product. Lower, similar, and higher are the three main price techniques in pricing strategies (Ma. et al. l, 2021, p.111919). low prices are when a company sells at cheaper prices than the prices of their competitors. Too much lower prices reduce the margin of a company compared to its competitors. Amana should monitor the prices of competitors and offer competitive pricing. It must not be lower pricing, but the prices should be those that do not result in unfavorable margins or abnormal profits. This is achievable by offering quality products. 

Be Professional
This ranges from pictures uploaded on the website to product descriptions. Many clients are enticed by how professional a product picture and description are. This is an opportunity for Amana to showcase the company's products that will help customers go for his products instead of competitors. Once a product detail is correctly put, consumers are saved from time-wasting and the opportunity to look elsewhere. Amana should bank on this and look unique and professional compared to others.
Online Sales
This is where a company promotes its products through the internet. There are various techniques that Amana company can use to sell through the internet. They include the following.
24-hour Publicity.
Amana can use this method to advertise their products 24 hours through the internet. This technique's advantage is that Amana will not have to pay for storage fees or salaries for employees. This online Publicity does not in any way get affected by changes in time in different parts of the globe (Silva. et al. l, 2020, pp.135). Customers will find information instantly on the website at their appropriate time and can make an order at their convenience.

Substantial Costs
Cost is a crucial element in all marketing strategies because it influences brand marketing (Morgan. et al. l, 2019, pp.14). Amana has the potential to avoid costs linked to conventional advertising methods by adopting internet marketing. In terms of cost comparison, internet marketing is relatively cheaper. Amana will be able to reduce such fixed costs and increase a favorable operating profit.
Social Network
Amana can advertise its products to a broad market coverage by using social media. This type of promotion presents buyers' views for other internet users to read (Li, Larimo, and Leonidou, 2021, pp.57).   Amana can gain from highly dependable consumers in social networks by successfully using online platforms in their advertising activities. This helps Amana to establish long-term partnerships with clients.
Company Customization
Amana can tailor their publicity strategies to match the needs of its target audiences via digital commerce (Anshari, 2019, pp.98). Clients should be contacted in a more personalized manner by businesses. This signifies that the service or product will be delivered on time. It improves the firm's image as well as the company's visibility.
Conclusion
In order to be successful, the business should implement an efficient planning function within its operation. Through the use of fixed and flexible budgets the business can set goals and objectives in accordance to the estimated sales and associated cost.
Mr. Amana has identified specific solutions to improve resource requirement estimations, such as the challenge of establishing correct cost estimations for immigration enforcement system aspects. Mr. Amana believes that analyzing the overall strengths of various budget resource initiatives could help maximize the use of existing services. A current budget model will simplify operations and employ these tools to achieve various policy priorities. 
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