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	Original And actual Budget
	
	
	

	Particulars
	Original Budget
	Actual
	Variances

	Sales (100000*25)
	2500000
	1600000
	900000

	 
	 
	 
	 

	Variable cost
	 
	 
	 

	Material (100000*2.5) (80000*3.5)
	250000
	280000
	-30000

	Labour (100000*4) (80000*5.5)
	400000
	440000
	-40000

	Overhead (100000*1.5) (80000*1.5)
	150000
	120000
	30000

	 
	 
	 
	 

	Fixed cost
	 
	 
	 

	Warehouse Rental
	200000
	170000
	30000

	Insurance
	100000
	100000
	 

	Supervisor Salary
	50000
	35000
	15000

	Profit
	1350000
	455000
	 



	Flexible budget And Actual Budget
	
	
	

	
	
	
	

	Particulars
	Flexible Budget
	Actual
	Variances

	Sales (80000*20)
	1600000
	1600000
	0

	 
	 
	 
	 

	Variable cost
	 
	 
	 

	Material (80000*2.5)
	200000
	280000
	-80000

	Labour (80000*4)
	320000
	440000
	-120000

	Overhead (80000*1.5)
	120000
	120000
	0

	 
	 
	 
	 

	Fixed cost
	 
	 
	 

	Warehouse Rental
	200000
	170000
	30000

	Insurance
	100000
	100000
	 

	Supervisor Salary
	50000
	35000
	15000

	Profit
	610000
	455000
	155000
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The table in the above information shows the budgeted data and actual data of the business. The flexible budget is prepared for providing detail information of company's funds usage. The financial performance of a business can be analysed using the comparison of original and flexible budget with the actual data. The performance can be analysed using the following different factors in the business:
Sales level: The sales level of business reflects the financial position of the business. In the current scenario, the business has created budget for making sales with total units of 100000. But due to some issues in the management, the sales are at lesser value a unit. The sales level is limited to 80000 units in the business (Vesty, 2017). The information reflect that the company is making limited sales due to having ineffective promotion strategies. The financial performance is down for the business. The sales reflect that company is not able to achieve the required target in the business. Another point reflect that the company has reduced the sales price in the business. The reduced sales price per unit results in reducing the level of business sales. It becomes the reason for reduced financial position of the company. The information concludes that the business is facing low product demand due to which the sales price and units of sales has been reduced. This information reflects that reduced sales level is a contribution for the decreasing financial position of the business.  The information states that the company is facing issues in the sales level of the business. 
Variable cost: The financial performance of business can be analysed from the level of variable cost incurred by the business. The information reflects that the company is facing high variable cost in the business. The original budget was prepared with some policies that contains low rate of material and labour for higher units of the business (Aryshev, 2020). The variable cost of material has been increases in the business. The units are lower but material cost is higher. The major reason can be bargaining power of the suppliers of business. The suppliers may be limited in the market that has increased cost of the business. The information shows that due to having higher material cost in the business, the budgeted figure of material is based on the previous figures of the business. The critical situation of market may have resulted in reducing the supply level. It also makes contribution in increasing cost for the business. The reason for the material cost increment is not mentioned. But it is cleared that financial performance is down in the business due to increased material cost. 
The labour information also presented that cost of labour has been increased in the business. The company assumed to incur cost at 400000 but for the units of 80000 l, the cost level must not increased by 320000 as per the budget. But the company has faced the total cost of business labour upto the level of 440000 that was higher from the cost presented in the budget.This information shows that the company's policies are not effective to maintain the labour cost. There may be various reasons that are affecting the cost of labour. Some reasons include having costly labour, hiring new staff and organizing training or frequently changing the labour policies. The labour cost shows that financial performance of the business has been affected. The performance has become down from the budgeted level. 
Fixed cost analysis: The analysis of the fixed cost of the business also reflects its contribution in decreasing financial position of the business. The information states that the fixed cost is also changed in case of rent and supervision salary. It is unexpected change in the rent of warehouse. The owners may have increased the rent of business over the time.
The net profit of the company is the most important thing to consider when analysing its financial results. With 100000 units, the company expected to make a net profit of 1350000 in the original budget. However, after deducting all costs from the profits, the business would receive $ 610000 due to the lower level of unit sales. However, the actual statement shows that the company actually made 455000 dollars. The variation has a negative impact on net profit. The income statement review shows that the corporation is having a negative financial result in relation to the business's budgeted level.
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According to the above review, the company is experiencing lower financial results in industry, as well as higher operational costs. The data indicates that the company needs to make certain changes. The management must implement certain policies that will aid in the improvement of the company's financial position. The following are some company recommendations.
Change the advertising strategies: The company is currently experiencing lower revenues than anticipated. It is suggested that the company's advertising tactics be altered. The business must be involved on social media and respond to customer inquiries. It will contribute to the industry's ability to draw a significant number of customers.
It needs to make more promotional improvements to ensure that consumers get the information they need. The business would need to create an account on social media sites such as Facebook, LinkedIn, and Instagram for this reason. It is one of the most effective ways to disseminate information and draw more customers. It is necessary to share posts in the form of videos or photos on these social accounts.
Analyse target customers: It is recommended that the company conduct an examination of the company's valuable revenue. It is essential to examine the most relevant customers as well as the business's target customers. It needs to put more emphasis on managing the needs of such customers in order to boost revenue. The company's management must ensure that no concerns about the company's goods are pending. It will contribute to delivering a good customer experience and increasing company sales. It will assist in providing higher levels of satisfaction to existing customers as well as attracting new customers with higher levels of satisfaction to existing customers.

Finding long-term suppliers: The business must negotiate with a small number of suppliers. If a company constantly switches suppliers, it can have an effect on its costs. Permanent suppliers often have a degree of discount in the market. Changing suppliers, on the other hand, could result in higher material costs, resulting in higher business costs. The business needs to find some suppliers who can provide high-quality materials at a reasonable price. This is the most important factor in lowering the company's material costs (Weigel, 2018).
Increase employee productivity: The most important advice for the company is to increase employee efficiency. Employee productivity improves company performance by lowering costs and increasing profits. The main motivation for using the enhancement factor is to save money on materials. The cost of business materials rises as a result of increased material usage or waste by employees. Employees must be given training on how to use the materials properly.
Retain workers: It is also recommended that the company keep its employees for a longer period of time. Some businesses frequently change employees because they do not provide the necessary facilities. It has an effect on business efficiency. As a consequence of the new workers, the production would need more hours. . The cost of labour would rise as a result of the additional hours worked. As a result, the company is in a bad financial situation. To maintain high productivity, the company must make an effort to retain workers for longer periods of time. Retaining workers helps to minimise wastage and lowers company costs (Bayramov, 2021).
For a good experience, the company should follow the above guidelines. It will help to reduce variable costs and increase business income from sales. Adopting these recommendations will aid in increasing business efficiency and lowering the cost of business operations. As a result, the financial performance of the company will improve.
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	Particulars
	OWN SHOP
	AMAZON

	Sales unit
	50000
	65000

	Selling price 
	25
	25

	Sale Value
	1250000
	1625000

	Less- Delivery network cost
	150000
	 

	Website upgrade expenses
	50000
	 

	Salary of IT Programmer
	35000
	 

	Amazon fulfilment fees
	 
	50000

	Total Profit
	1015000
	1575000
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The data we gathered in the table indicates that both ventures are profitable, but we must examine each phase of the process. The company's own online websites are ensuring a market of 100,000 units per year, with 50% of production sold online. When a business opts for self-sale, it incurs a variety of additional costs. Some improvements to the company's website were needed, which will result in more cost. The distribution networks must be very broad in order to distribute the goods to the consumer at their doorstep. The cost of the distribution network is £ 150000, which the business can bear if they go online and sell in their own online store. The own online shop also needed several website upgrades in order to accommodate the high volume of online sales, which cost £50000. The IT programmer was also employed to run the website and will be compensated in the sum of £35000. The total expense of owning an online store is £ 235000. With the decision to open an online store, the company has made a profit of £1015000. The company will handle everything, and the owner of the company will be under a lot of pressure to handle everything (Svensson, 2017). The business will incur additional costs in the future when consumers return packages, and the expense of returning packages will be paid in the future.

[bookmark: _Toc70263722]AMAZON SELLING
The second choice, selling the product on Amazon, comes with £50000 in fulfilment fees. As compared to owning and operating an online store, the revenue unit is lower, but the profit received from Amazon is higher. The business saves money on website upgrades, IT programmer salaries, and distribution channel costs. This aids the company's business expansion. The profit has risen by £560000, allowing the company to invest in yet another project. The ease with which products can be sold on Amazon reduces the burden of maintaining a website. The amazon website will handle everything, from taking orders from customers, delivering products on schedule, receiving money from customers, and paying taxes. The Amazon corporation will have a discount and generate £65000 in annual revenue.
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There will also be a difference in the point of control over costs and returns for the business. If it creates its own website, the company will be able to control its pricing policies according to its own preferences. Setting the price on the company's own websites will help to gain a competitive advantage. It will assist the company in making a profit. However, if the company sells on Amazon, this is a different storey., it would be forced to maintain costs that are comparable to those of rivals. An individual business's market price policies cannot be modified via Amazon. The business is only allowed to sell at the current market price. The Amazon website is in control of the company's pricing policies. It prevents the company from lowering the selling price in order to gain a competitive advantage. As a result of the Amazon platform's low selling price, consumers are more interested in it. This could be a loss for the company, but by not being monopolistic, the company may take advantage of attracting consumers by lowering or raising prices. Amazon's discounting offers can have an impact on the product's price because Amazon offers a variety of discounts. which will entice the consumer to make a purchase. The prices of the company product are manipulating and changed after giving various types of discount to the customers so the sale level is achieved by the company which will ensured to Amana Ltd. The company have very less control on the prices of the product which is not good for the company. 
Customers are covered by Amazon's return policy. It had different return periods for different pieces. Returns are usually approved for up to 30 days. The organisation will handle the time span for accepting returns or not accepting returns if it produces its own website. The Amazon platform does not allow you to control return offers. The company is obligated to accept the returns. This lack of control over the return policy may be a liability for the company. However, the majority of consumers are drawn to Amazon's services. It might not be appropriate in the company to use its own return policy on the website. Customers regard Amazon as a highly dependable operation. Customers have confidence in the website. The corporation lacks leverage over the return, which would have an effect on the bottom line. The return period would have an effect on the seller's financial situation because they would incur a significant loss if customers return products after buying them. The Amazon website has a no-questions-asked return policy that would not impact the product's seller for any reason. Amazon's return policy has changed recently; it will now return products without requiring a reason from the buyer, and the customer will use the product before returning it to the seller. Since the product is of poor quality, the vendor suffers greatly. The Amazon website is unable to deny a customer's return of a product. The second project, selling products through Amazon, is a good option since the profit margin is significantly increased. Selling through your own store is more expensive than selling through Amazon. 
[bookmark: _Toc70263724]CONCLUSION
The second choice, selling products on Amazon, should be pursued by Amana Ltd. The company saved £185000 in costs that would have been incurred if they upgraded their own website and employed an IT programmer to develop it themselves. The business only charged Amazon a commission of £50000, meaning that the selling units would be worth £65000 per year. When two choices are compared, the best choice is the second, and the organisation should choose the second. Amazon handles all of the paperwork for returns and replacements.
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