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A budget is considered flexible if it reflects variable levels of revenue and expense, both of which are decided by the level of actual sales activity so in most cases, actual revenues or actual units sold are inputted into a flexible budget model, which subsequently generates automatically budgeted spending levels based on formulas that are set at a percentage of sales. This method is referred to as "automated budgeting so a flexible budget variation is any discrepancy between the model-generated outcomes and the actual results. Variations can be both positive and detrimental as if  actual revenue is incorporated into a model of a flexible budget, any variance will be between budgeted and actual expenses, not between budgeted and actual revenues. If the actual number of units sold is integrated into the flexible budget model, it is possible that the standard revenue per unit will differ from the real revenue per unit but also, possible is a variance between actual and projected spending levels since the unit volume or income level in a flexible budget model is changed to reflect real outcomes, the total flexible budget variance should typically be less than the total variance created by a fixed budget model. Because a flexible budget model takes real results into consideration, which is not the case in a fixed model, so  If there is a substantial variance in the flexible budget, it may be necessary to modify the budget model's formulas so that they more accurately represent the actual outcomes. (Weustink et Al., 2000)
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i) 

	Items 
	Cost per unit
	Original
	Flexed
	Actual
	Variance

	Units
	
	100,000
	80,000
	80,000
	

	Selling Price
	25
	25
	25
	20
	

	Revenue
	
	2,500,000
	2,000,000
	1,600,000
	-40,000 (A)

	Variable Costs
	
	
	
	
	

	Materials
	2.50
	2.50
	200,000
	280,000
	80,000 (F)

	Labour
	4
	4
	320,000
	440,000
	120,000(F)

	Overhead
	1.50
	1.50
	120,000
	120,000
	0

	Contribution
	17
	17
	1,360,000
	760,000
	-600,000(A)

	Fixed overheads
	
	
	
	
	

	Warehouse rentals
	200,000
	200,000
	170,000
	170,000
	0

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

	Full time warehouse supervisor salary
	50,000
	50,000
	35,000
	35,000
	0

	Profit
	
	
	
	
	




ii) 
In point of fact, decreasing the costs of the products and services that you offer to customers does not have any bearing on the expansion of such markets. In point of fact, it has the potential to force you out of business completely as Customers who remain faithful to a brand over time and make additional purchases, in conjunction with market-driven prices that provide a profit, are the real engines behind every profitable business. Unfortunately, a significant number of firms are under the impression that slashing their costs is not only a reliable method for attracting new customers, but that doing so is also their only available choice when times are challenging but too frequently, companies make the mistake of overestimating how their customers would respond when they raise prices. (Alegre, Sard, 2017)
Some companies believe that it is impossible for them to turn a profit on their wares unless they first reduce their prices significantly and provide customers with cash back refunds but it is a common misconception that the price of your goods and services is the sole factor that your clients take into consideration when making purchasing decisions. In point of fact, consumers can pay whatever amount they consciously determine they are able to afford, and forward-thinking businesses concentrate on growing expenses while still meeting the needs of their customers. As a consequence of this, a tactic that would be more successful would be to abandon any kind of low-cost attitude and instead concentrate on competitive pricing as a means of creating business. (Campbell, 2011)
To put it another way, it is not difficult to estimate the level of damage that will be caused to your company if you maintain unreasonable low expenses but to be more specific, lowering prices can cause margin erosion, which reduces the amount of money you make from each transaction and, as a result, your overall profitability. This can have a negative impact on your business. Your ability to pay bills, boost staff remuneration, and spend money on marketing efforts that will help the firm develop is hindered when profitability is lower than it should be. If you cut your pricing, you might see an increase in business in the short term; nevertheless, in the long term, this strategy might cause significant damage to your financial structure. (Doerr, 2018)
 To summarize, the pricing strategy should focus on increasing the value and benefits of the product rather than simply lowering prices in order to boost sales. This should be the primary goal of the pricing strategy. This is because lowering prices almost always results in the opposite effect that was anticipated. If you lower your costs, you run the additional danger of your brand appearing to be priced lower than it actually is and therefore, a more efficient strategy would be to keep your focus on increasing value, as a result of which you will always become skilled at providing excellent customer service. After you have developed this connection with the customer, you will be able to accurately bill them for your services. Because, in the end, if you do a good job of producing value, the price you ask for becomes acceptable, and it is more likely that customers will agree to pay it if you do ask them to pay it as many companies put themselves at a competitive disadvantage when it comes to setting the prices of their goods or services because they let fear influence their decision-making process. This increases the likelihood that their prices will continue to be kept at a low level, which helps to preserve the size of their businesses. The second problem with low-price positioning is that it can become established in a firm's identity, which increases the likelihood that the company will never be able to successfully raise its prices while on the other hand, if you refocus your attention on the value that your customers receive from your products and how much they benefit from utilizing them, you will be able to make objective pricing decisions and also, will allow you to maximize your profits. (Spender, 2015)


iii) 
The timing of any change to your interest rates, whether it be an increase or a decrease, is of the utmost importance. If your goal is to reduce expenses, implement the change at a time when it will have the greatest impact, and if your goal is to increase prices, implement the change at a time when you will have the least amount of resistance. When making a selection, it is important to take into account the seasonality of your business, as well as its growth stage and sales cycle. It is common practice among many retailers, for example, to periodically increase their prices. This generally occurs in the fall, when Christmas is drawing near and customers are more concerned with how quickly they can finish their shopping than with the prices of the products they buy. A brand-new store that is still in the beginning phases of development can choose to delay implementing price increases in order to expand the share of the market that it now occupies. A computer store that caters to businesses is likely to forego the holidays and instead arrange price increases to coincide with the arrival of new models, which have a greater impact on the store's sales cycle. In the meantime, a computer store that caters to consumers is likely to forego the holidays and instead arrange price increases to coincide with the arrival of new models. It is highly likely that as a result of this, you will be forced to postpone a price rise until the conclusion of the busy season. Increasing volume may be able to compensate for falling revenue per unit sold if the amount is sufficient. It is never acceptable to intentionally overcharge customers as part of a scheme to raise prices. On the other hand, you should boost your rates whenever there is a greater demand for your product or service. Prices are never established in an arbitrary manner. A customer's evaluation of the value of the product or service to which a price is attached is the foundation upon which a price is built. This structure is similar to the ground that you are standing on. When we take this approach to evaluating price and worth, it becomes instantly apparent that this is at the very least a two-dimensional problem. In other words, you have the option of changing the price while keeping the value the same, or you can change the value while keeping the price the same. You also have the choice to make adjustments to either the price or the value, or you can choose to make no changes at all. It is possible to make any of these adjustments in such a way that they have the same effect on your bottom line, at least on a unit-by-unit basis; but, the manner in which customers perceive the results of these adjustments may differ substantially. Increasing prices while either preserving or enhancing value is a strategy that many businesses might employ to get the greatest possible long-term results. Others find out that they can decrease their own costs while simultaneously improving value; as a result, they are able to make customers a proposition that is nearly difficult for them to refuse; this is a powerful approach for expanding the business. The most essential concept to grasp regarding pricing and value, on the other hand, is that these aspects can be adjusted in order to affect demand and boost sales without having an effect on the actual cost that is incurred in the production of a product. Maintaining a close watch on the effects of modifying pricing and value points could steer you in the direction of a growth strategy that is not just painless but also profitable. (Rhode & Garrison, 2019)

[bookmark: _Toc113058192]Part B
It is strongly recommended that you investigate the possibility of having an online shop given that it is anticipated that online retail sales will approach $4.9 trillion in the year 2021. The following are some potential advantages that could be brought to your attention: When you move your company online, you gain access to customers who were previously out of reach. These customers could be located in a remote area or unable to visit your physical store due to physical limitations. This is especially beneficial if you run a business that is limited to the immediate area and are looking to broaden the scope of your customer base. The capacity to sell your goods or provide your services to consumers located in other countries paves the way for growth into new consumer markets. It is also a possibility that the demand for your products will be significantly higher in international markets. If your company is searching for ways to cut costs, exploring the possibility of expanding into online retail may be one option to investigate. Having an online store eliminates the need to pay for physical locations and reduces the number of staff members required to administer a company, both of which are significant cost savings. (Indeed, 2022)
Make sure that the e-commerce platform you choose can handle the traffic that comes to your website. To construct an online store, one can utilize either web shop-specific technologies or a multipurpose content management system (CMS) with the relevant plugins. Both of these options are largely regarded as being among the very best available. It is important to thoughtfully consider both the benefits and drawbacks offered by Magneto and Shopify, two of the most common and widely used platforms for launching an online business. Instead, e-commerce functionality may be added to content management systems (CMS) like WordPress through the use of plugins such as WooCommerce and EasyDigitalDownloads. Using WordPress comes with one significant added benefit. Your level of experience in web development should be one of the key factors taken into account while making this decision. You have the ability to operate and maintain your own website if you have the time, energy, and expertise to do so. If you don't know what you're doing when it comes to developing websites, it's best to seek the assistance of a professional web developer. Doing so will help ensure that your website turns out the way you want it to. The operation of an online store comes with its own unique set of costs, all of which need to be factored in. Even if you may have fewer overall outgoings due to lower rent and personnel expenses, operating an online store still comes with its own set of costs that need to be taken into account. The most common expenses associated with launching and maintaining a website are the purchase of a domain name and the payment of hosting fees. Launching and maintaining a website can involve a variety of other costs as well. Nonetheless, there are costs to consider when opening an online store. After everything is set up and operating as it should, there is the matter of the yearly cost of maintenance to consider. Before coming to a conclusion about whether or not your business should utilize eCommerce, you need to give careful consideration to the perks and drawbacks of this business model.  (Garvin, 2022) 

The General Data Protection Regulation, sometimes known as GDPR, is widely regarded as the continent's most significant new privacy law in recent memory. You could believe that this regulation solely applies to those living in Europe, but in reality, it has huge repercussions for the economy of countries outside of Europe. This set of regulations was put into place so that individuals in Europe would have a greater say over the privacy of their own personal information.  When you take your company online, protecting your clients' privacy is one of the most essential things you can do to keep it running smoothly. This is something that should be kept in mind at all times, but especially if you are going about asking individuals for private information like their social security numbers. The management of personal data in a manner that is "fair, lawful, and transparent" on your part is crucial to preserving compliance. For any violations, the General Data Protection Regulation (GDPR) can impose fines of up to 4% of a company's annual global turnover. Because of this, you need to make sure that you are not utilizing it in a manner that is in violation of the terms of service that are listed on your website. As a result, you need to be careful that you don't use it in a way that goes against the guidelines that have been established on your website.(Usercentrics, 2021)
 When it comes to ensuring the safety of both your company and your clients, it is not sufficient to merely consider your customers' right to privacy. Before you move your offline business online, there are a lot of precautions you need to make sure you follow, especially with security. Two examples of these worries are choosing a secure host and using real-time threat alerts to keep an eye on potential dangers. Both of these things are important to do. It is more likely that websites developed using WordPress will be hacked, but it is essential to invest in robust security measures regardless of the platform or technology that you use. No online store can be regarded successful if it does not have a well-planned strategy to bring in additional customers while also keeping the ones it already has. You, as the owner of a company, are surely aware of the significance of conducting efficient marketing, but the development of the internet has presented you with the opportunity to explore new avenues as there are a number of moving pieces, such as providing customers with individualized recommendations, making sales through social media, and maintaining a blog with up-to-date content that is relevant and interesting to readers but before you take your company online, you need have a solid understanding of the most effective channels for content sharing and the ways to apply personalized product suggestions; however, there are many helpful tools accessible online that can assist you in developing a marketing strategy. (Discovery Design, 2016)
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