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	Particulars
	Original Budget
	Actual
	Variances

	Sales (100000*25)
	2500000
	1600000
	900000

	 
	 
	 
	 

	Variable cost
	 
	 
	 

	Material (100000*2.5)
	250000
	280000
	-30000

	Labour
	400000
	440000
	-40000

	Overhead
	150000
	120000
	30000

	 
	 
	 
	 

	Fixed cost
	 
	 
	 

	Warehouse Rental
	200000
	170000
	30000

	Insurance
	100000
	100000
	 

	Supervisor Salary
	50000
	35000
	15000

	Profit
	1350000
	455000
	 



	Working Note
	
	

	Material (80000*2.5)
	 
	200000

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

	Overhead(100000*1.5)(80000*1.5)
	150000
	120000
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	Particulars
	Flexible Budget
	Actual
	Variances

	Sales (80000*20)
	1600000
	1600000
	0

	 
	 
	 
	 

	Variable cost
	 
	 
	 

	Material (80000*2.5)
	200000
	280000
	-80000

	Labour
	320000
	440000
	-120000

	Overhead
	120000
	120000
	0

	 
	 
	 
	 

	Fixed cost
	 
	 
	 

	Warehouse Rental
	160000
	170000
	-10000

	Insurance
	100000
	100000
	 

	Supervisor Salary
	40000
	35000
	5000

	Profit
	660000
	455000
	205000



The financial performance of the business can be measured by analysing the operations of the company. The best measure is to find the total expenditure and income transactions of the business. Every business prepares budget statement in the company to make effective usage of financial resources to ensure that company will be able to complete the operations successfully and achieve effective results. The information stated that financial position needs to measure for taking further decisions of the business and making any improvements in the existing business decisions (Talmon, 2019). 
In the given case, the budgeted information and actual information about organization expenses and income reflect the position of business. The information shows that company has planned to make 100000 units sales in the period. But the actual information reflect that sales is limited to 80000 units. This may be due to low selling strategies of the business. The reduced sales units also reduce the income of the business. It contributes in reducing financial position of the business in the industry. The information also reflect that the company is making sales with low-rate level. The budgeted level price of sales is $ 25 whereas the actual sale price on which sales has been occurred is $ 20. It reflects that the company is facing higher competition or rejection rate for the products. Due to the reason, the company has to make sales at lower price. It can be stated that promotional strategies are not sufficient to make attraction of customers as per the budgeted level. This is the first factor that has shown that financial performance of the company is down in comparison to the actual budget. 
The variable cost of business also reflects the financial performance of the business. The business has prepared variable cost in connection with the three different costs. Iy includes material, labour and overhead. The information from the table shows that flexible budget and actual budget has difference in the cost incurred. In the original Budget prepared by the business, the company analysed cost of material at 250000 for the units 100000. For the actual units sold by the business, this cost must be at 200000. But the information reflects the actual cost at 280000. It shows that the company's budget is not practical to the situations. There must be other reason as bargaining power of suppliers if the suppliers are limited in the market. The increased cost of material is an adverse situation for the business. In similar manner, the labour cost is also in the negative side. The company assumed the cost for 80000 units at $ 320000 but actual labour cost incurred by the business is 440000. It shows that the even the company has sold lesser amount of units, the cost is still increased from the expected level. The reason behind the cost may be hiring employees at higher rates or taking extra hours in production by the employees. It is also contributing in reducing financial position of the business in the industry. Only overhead cost has been estimated to a specific level. The company has assumed correct level of overhead cost for the business and expenses are as per the budget decided by the business. From the information of variable cost, the information reflect that the company is incurring high cost in the operations of the business in comparison to the budgeted cost (Vesty, 2017). 
The next type of cost incurred by the company is the fixed cost of the business. This cost does not affect from number of units sold or produced by the business. The scenario shows that the company has faced some difficulty in analysing the fixed cost of business. The fixed cost has been changed for the warehouse rental and supervisor salary. The reason behind changing warehouse rental is increased rent by the owner. The owner may have changed the rent in the current year. It increases the cost of operations of business. The salary of supervisor has been decreased. It shows that the company is making reduction in some expenditures in the business. The fixed cost of the business has been affected with smaller impact. 
The major factor for analysing the financial performance is termed as net profit of the business. In the original budget, the company estimated that it will earn net profit of 1350000 with 100000 units. But as per the reduced level of units sales, the company must be earned with $ 610000 after deducting all the expenses from the income. But the actual statement reflects that the company has earned only 455000. The variance is adverse for the net profit. The analysis from income statement reflect that the company is facing negative financial performance in comparison to the budgeted amount of the business.
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The above analysis reflects that the company is facing reduced financial performance in business with higher cost for the operations. The information reflects that certain improvements needs to be adopted by the business. The management needs to adopt some strategies that will help to make. improvement in the financial position of business. Some of the recommendations for the business are aa following:
Change promotional strategies: The company is currently facing sales at lower level in comparison to expected level. It is recommended to make changes in the promotional strategies of the business. The company needs to be active of social media and handling the queries of customers. It wi help to make attraction of large number of customers in the industry. It needs to adopt more promotional changes to ensure that customers will get details. For this purpose, the company needs to make account on social media channels like Facebook, LinkedIn or Instagram. It is one of the best method to share the information and get more attraction of customers. On these social accounts, it needs to share posts in he form of videos or images. It will attract people towards the business products (Mehmonov, 2019). 
Analyse target customers: The company is suggested to make analysis of the precious sales of the business. It needs to analyse the important customers as target customers of the business. It needs to make focus on managing the requirements of such customers to increase sales level of business. The company management must ensure that no complaints are pending for the business products. It will make contribution in providing positive experience to customers and increase sales level of business. It will help to provide more satisfaction to existing customers and also attracting new customers with higher satisfaction to existing. 
Finding permanent suppliers: The company needs to make dealing with limited number of suppliers. If business changes suppliers frequently, it will make impact on cost of the business. The permanent suppliers also offer some discount level in the business. But changing suppliers may provide material at higher rate that results in increasing business cost. The company needs to find some suppliers providing high quality material with negotiable rate. This is the major factor to reduce the cost of material incurred by the business. 
Increase employee efficiency: The next recommendation for the business is to make improvement in the employee efficiency. The improvement in employee efficiency helps to reduce business cost and increase profitability. The major reason behind adopting the improvement factor is reducing material cost. The business material cost also increases due to higher material used or wasted by the employees. The employees need to provide with training for using the material in an appropriate manner. 
Retain employees: The business is also recommended to retain employees for the longer time period. Some businesses change the employee frequently by not providing required facilities. It makes impact on production of business. The changed employees will result in taking higher hours for the production. It will increase the cost of labour for working in extra. Thus, the business faces adverse financial position. The business needs to make try to keep the employees for the longer period to ensure the high productivity of the business. Retaining employees help to reduce wastage and reduces the cost of the business. 
The above recommendations must be adopted by the business for taking positive experience. It will help to reduce the variable cost and increase income from sales of business. Adopting these recommendations will help to increase the efficiency of business and reduce the cost of business operations. Thus, the financial performance of business will be increased.
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	Particulars
	Project A
	Project B

	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



i)The data we prepared in the table shows that the profit of the both projects but we need to analyse every step of the project. The own online websites are ensuring the annual demand of 100000 unit which were decided to sell online 50% of production. There is various other cost which are occurred when company chooses own selling. The company website required some changes which will lead to extra cost. The channels of distribution which are required to be very large to deliver the products to the customer at their door step. The delivery network cost is £ 150000 which is bear by company if they go online and sell in own online shop. The own online shop also required some website upgradation to handle the sale level online and incurred cost of is £50000. The IT programmer also hired to manage the website and will be paid for that the amount of is £35000 is paid to him. The overall cost incurred for the own online shop is £ 235000. The company is earning profit is £1015000 with decision of going online own shop. The company will manage everything and there are lots of stress on the owner of the company to manage each and everything. The company will incur some other cost also in future because return of packages also done by customers and cost for that returning package also incurred in future (DeWitt-Foy, 2019).
ii)The second option to sell the product through amazon is incurred £50000 fulfilment fees. The sales unit is comparing to own selling online shop is less but the profit earned through amazon is more than own shop. The company save the website upgrading cost, IT programmer salary, and distribution channel cost. This help company to grow in the market. The profit amount is increased by £560000 which will help company to invest in another project as well. The product selling through amazon reduce the stress of managing the website. The amazon website will manage everything take orders from customers, delivery of product on time and collecting money from customer and pay taxes all the process is done by amazon. The amazon company will offer discount and make sales £65000 annually (Amazon, 2021).

iii)The business will also face difference in the point of control over the prices and return. Of it will create its own website, the company is able to manage the pricing policy on their own decisions. It can help to take competitive advantage by setting the price on own websites in the business. It will help the business to achieve effective profit. But if the business uses Amazon for making sales of business, it will face the need of keep prices as similar to competitors. The market price policies cannot be changed by an individual business over the Amazon. The company is restricted to make sales only on the price already going in the market. The Amazon platform controls the pricing policy of the business. It does not let the company to reduce the product rate to take competitive advantage. Thus, the customers get more attraction with the Amazon platform due to having competitive market price. This may be a loss for the business, but the company can take advantage of attracting customers through not being monopolistic by reducing or increasing the prices. The discounting offers which will provided by Amazon are affect the price of the product because amazon gives various discount which will attract the customer to purchase the products. 
The return policy of Amazon gives protection for customers. It offered different time period for various items for the return. On average, the return is accepted up to 30 days. If it creates its own website, the company can manage the time period of taking returns or not taking return. The return offers control is not available with Amazon platform. The business is bound to accept the returns. This lack of control on return policy may be a negative point for the business. But most of customers get attracted towards amazon facility. Using its own return policies on the website may not be much acceptable in the business. The customers accept the Amazon as highly reliable service. The customers have trust on the website. The company have lack of control on the return which will affect the seller of the product. The period of return will affect the financial position of seller because seller face huge loss people returns products after using them. The amazon website has free return policy which will without any reason affect the seller of product. The return policy of amazon in present time is changed it will return the product without any reason from the customer and customer will use the product and return to seller. The seller affects with it badly because the product is not in quality. The amazon website cannot refuse the return of the product from customer.
[bookmark: _Toc70254169]









CONCULSION
The second project selling product through amazon company is good alternative because the profit amount is increased with huge value. The own sell shop is more costly than sell through amazon. The Amana ltd should go with the second option selling product through amazon. The company saved £185000 cost which will incurred if company upgrade their own website and hired an IT programmer and create more distribution channels. The company charged only £50000 fee on amazon and ensuring the selling units will be £65000 annually. When we compare two options best option is second and the company should go with second option. The return and replacement documentation all are done by Amazon.
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