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PART A
[bookmark: _Toc71160619]Original/ Planned Budgeting: 
A budget is a reflection of what management plans to achieve in terms of projected sales, investments, cash flow, and financial status over a certain time span, such as a quarter or a year. A capital budget, an operational budget, a departmental budget, and a master budget, which combines all of the different budgets into one text, are all common forms of budgets. After administrators review a budget to real report, budget amounts are usually revised at least once a year (Isaac, et al., 2015).
[bookmark: _Toc71160620]Actual Budgeting:
The actual budget is based on actual financial performance, but it is backward thinking. True financials can only be obtained after the event has already occurred (Vickneswaran & Balasundaram, 2018).
[bookmark: _Toc71160621]Flexible Budgeting:
In reaction to changes in demand or activity, a flexible budget switches or flexes. In comparison to a fixed budget, a balanced budget is more mature and realistic (The spending numbers remain constant.) They do not vary from the sums defined when the static budget was prepared and approved.) The adjustable budget will flex for costs that vary with volume or function because it has a variable rate per unit of service rather than a fixed total amount. In short, the agile budget is a more effective way of measuring a manager's efficiency (RADU & GIJU, 2015).
[bookmark: _Toc71160622]Favourable Variance:
A favourable variance occurs when the cost of doing something is less than the budgeted cost. It indicates that a business is making more profits than expected. Increased manufacturing efficiencies, reduced supply costs, and increased sales are all factors that may lead to favourable variances. A Favourable variance can signal to a company's management that its business is performing well and efficiently. As a business expands, it can discover new ways to generate more without increasing its costs, resulting in increased sales. A favourable variance, on the other hand, may mean that performance goals were unrealistic to begin with, which is more likely if the business is fresh (Jones & Godday, 2015).
[bookmark: _Toc71160623]Unfavourable Variance:
When the expense of producing something exceeds the sum budgeted, this is known as an adverse variance. Variances that are unfavourable are represented as a negative number. The term "unfavourable variance" may also apply to "adverse variance."
1. A flexible budget is one that is dependent on varying revenue amounts. For each expected amount of demand, a variable budget flexes the static budget. This versatility helps managers to forecast how the budgeted figures would appear at different revenue amounts (Ionescu, 2015). The aim is to equate the operational profits to the costs considered acceptable at the real output stage, so flexible budgets are planned at each analysis time (usually monthly), rather than in advance (Adilli, 2020).
Budgets are popular accounting instruments used to manage a company's financials, and performance metrics are often used in business settings to measure particular functions. Budgets help companies prepare for future expenses (Shaikh, 2016). These plans allow the calculation of the required number of sales to raise money for budget financing. Budgets may also be used to obtain outside funding for extending activities.
[bookmark: _Toc71160624]Control Report of Amana Ltd.
The Amana Ltd. has following control report based on planned budget, actual budget, flexed budget and their variances. The difference in revenue and expenditure as the number of units increases is seen in this Amana Ltd. control report. It also considered the impact of a price adjustment if the number of units remained constant. The fixed costs are those that do not adjust, while the variable cost has been changed because of the unit cost.
	Amana Ltd

	Monthly Control Report 

	
	Original budget (£) (A)
	Actual (£) (B)
	Flexed Budget (C)
	Variances 
(D) = B - C

	Units
	100,000 
	80,000
	80,000
	20,000

	Selling price
	25
	 20
	25
	0

	Sales
	2,500,000
	1,600,000
	2,000,000
	(400,000)

	Variable costs:
	
	
	
	

	Materials
	 2.50 
	280,000
	280,000
	(1)

	Labour
	 4 
	440,000
	440,000
	(1.5)

	Overhead 
	1.50 
	120,000
	120,000
	0

	Contribution 
	17 
	760,000
	760,000
	7.5



	Fixed overheads:
	
	
	
	

	Warehouse rental 
	200,000 
	170,000
	200,000
	0

	Insurance
	100,000 
	100,000
	100,000
	0

	Fulltime warehouse supervisor salary 
	50,000 
	35,000
	50,000
	0


A control report analysis measures real revenues and costs for a year to budgeted revenues and costs based on actual sales volume. To put it another way, it's a study that reveals the difference between real and budgeted business results. This report is created at the close of an accounting/budgeting cycle to see if there are any significant variations in the projected budgeted figures created at the start of the period and the real finishing figures. This is an important tool because it helps managers to assess which aspects of the organisation are achieving expenditure targets and which areas or divisions continue to change. 
[bookmark: _Toc71160625]Amana’s Performance:
In the year 2020, if we compare the original budget to the actual budget of Amana Ltd. Following performance conditions are developed:
	
	Original
(a)
	Actual
(b)
	Variance
c = b - a
	Performance

	Units
	100,000 
	80,000
	(20,000)
	Unfavourable

	Selling price
	25
	 20
	(5)
	Unfavourable

	Sales
	2,500,000
	1,600,000
	(900,000)
	Unfavourable

	Variable costs:
	
	
	
	

	Materials
	 250,000
	280,000
	30,000
	Unfavourable

	Labour
	 400,000 
	440,000
	40,000
	Unfavourable

	Overhead 
	150,000 
	120,000
	(30,000)
	Favourable

	Contribution 
	1,700,000 
	760,000
	(940,000)
	Favourable

	Fixed overheads:
	
	
	
	

	Warehouse rental 
	200,000 
	170,000
	(30,000)
	Favourable

	Insurance
	100,000 
	100,000
	0
	-

	Fulltime warehouse supervisor salary 
	50,000 
	35,000
	(15,000)
	Favourable


This table clear the whole position of Amana Ltd. Performance as unfavourable shows the actual costs are higher than the original budget. A negative divergence alerts management that the company's profits will fall short of expectations. The earlier an adverse variation is identified; the sooner efforts will be focused on resolving any issues. The favourable variance, on the other hand, explains how real outcomes vary from what was intended or predicted, but this divergence is in the company's favour.
In the year 2020, if we compare the original budget to the flexed budget of Amana Ltd. Following performance conditions are developed:
	
	Original
(a)
	Flexed
(b)
	Variance
c = b - a
	Performance

	Units
	100,000 
	80,000
	20,000
	Unfavourable

	Selling price
	25
	25
	0
	Unfavourable

	Sales
	2,500,000
	2,000,000
	(500,000)
	Unfavourable

	Variable costs:
	
	
	
	

	Materials
	 250,000
	280,000
	30,000
	Unfavourable

	Labour
	 400,000 
	440,000
	40,000
	Unfavourable

	Overhead 
	150,000 
	120,000
	(30,000)
	Favourable

	Contribution 
	1,700,000 
	760,000
	(940,000)
	Unfavourable

	Fixed overheads:
	
	
	
	

	Warehouse rental 
	200,000 
	200,000
	0
	-

	Insurance
	100,000 
	100,000
	0
	-

	Fulltime warehouse supervisor salary 
	50,000 
	50,000
	0
	-


This table clear the whole position of Amana Ltd. Performance as unfavourable shows the flexible budget amounts are higher than the original budget in terms of revenue while less in terms of expenses.
The overall calculations shows that Amana Ltd. has very low performance in the year 2020. As the actual revenue is less that the budgeted while expenses are higher than the budgeted. same goes in the flexible budgeting.  
[bookmark: _Toc71160626]Recommendations:
Following are some recommendations for the CEO of Amama Ltd. in the areas of improvements which are extracted from their performance during 2020 as calculated above.
As this year of pandemic was uncertain for each and everyone around the globe and it harm and spoil most of the business industries mostly the tourism industry has been impacted. So, through the budget poor performance of Amana has been detected but it can be good in future if Amana give more importance to its budget planning. 
The areas for improvement of Amana are revenue and the variable cost. They should set the realistic budget for the units to sale that will automatically impact their revenue in a positive way.  The high variable cost in actual than the budgeting create negative impact on the cost f goods sold which is unfavourable for the company. The variable cost should be under control.
Through proper communication with the leader of each department can guide in a proper way to forecast or plan the budget for the unit to be sold in near future. The proper and the regular review of the budget can protect them from any massive uncertainty because it closely look over the progress and the external and internal environment of the company. 
Amana should create the strategy for risk that help them in the days of unknown difficulty. There should be a margin of risk which directly not impact the revenue or the profit of the company. The fundamental approach must comply with the way the company performs in order to set realistic budget targets for the Amana Ltd. Take into account both internal and external influences, such as seasonality, economic and regulatory shifts, and operational shifts as Covid-19 has originated. 
Budget should be a specific, realistic and tangible that increase the revenue of the company. For a better budget they should focus on their history of forecasting and budgeting trends that helps them to plan budget for next years. 
When teams and business divisions have little insight of their results in a timely fashion, it's impossible to keep them responsible for staying on schedule. To allow for swift decision-making, give divisions and business units sufficient access to financial and organisational data. Amana Lt. should introduce an organisational performance assessment solution to improve data access and performance accountability.
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Mr. Amana's decision to shift 50 percent of his company's revenue from traditional to digital i.e., sell through online is a smart one. His businesses' branches in Brighton, Birmingham, and Manchester will only be able to serve a small town.
Mr Amana can expand the scope of their business by selling directly online. Since they will have an online marketplace, their profits will no longer be limited by the number of customers who will physically visit their store. They'll sell to people in various towns, states, and even nations, knocking down all cultural barriers in the process.
An ecommerce framework provides real-time data and analytics for goods and customers. So, that they can see how visitors engage with their site, what items pique their curiosity, what they leave in their shopping cart, and how much the average purchase costs They have useful measurements that allow them to make improvements to satisfy the demands of their customers (Santos, 2020).
Even if the goods aren't suitable for online purchases, having an ecommerce presence will help shoppers find your business. Consumers are wasting more time than ever before testing products online. Sixty-four percent of consumers study for at least 10 minutes before making a purchase. They're looking for things that Mr. Amana's company could sell on the internet (Hufford, 2019).
The chances of featuring in search engine results pages are improved by getting the products classified online in an ecommerce scheme. Local customers can be drawn to Amana Ltd.'s store or contacted by phone as a result of this study. And, most of all, the website is still active in terms of sales. An ecommerce portal is open 24 hours a day, seven days a week, with a fraction of the overhead of a physical shop.
The cost which will going to be incurred in online selling will be £200,000 in total which includes the cost of setting up delivery network, the cost of upgrading current website to handle large volume of sales and the salary of a fulltime IT programmer i.e., £150,000, £50,000 and £35,000 respectively. According to industry reports, annual sales of 100,000 units will be guaranteed or it can be increase as this is the technological era and after this pandemic people are shifted towards the digital world globally.
[bookmark: _Toc71160629]Sell through Amazon:
On the other side, the cost which will going to be incurred in selling through Amazon will be just £50,000 in total that only includes the Amazon fulfilment fees. High levels of rivalry on these websites between Amana souvenirs and other sellers – Annual Amazon shipments of 65,000 units are guaranteed, with the possibility of increasing based on demand. But there is pricing and refund policies are out of control.
With Amazon, you don't get a free ride. Whether it's the fees you pay for a professional account or the fees you pay for FBA, you'll have to pay money at some point. There are a lot of vendors on Amazon because it is such a well-known product. And unless you trade with incredibly rare or exclusive products, you'll still be up against tough competition.
When you sign up for an Amazon account, you agree to follow Amazon's rules. This covers things like following up with their A-to-Z promise, how you deal with clients, what you can and can't sell, and more. If you want to sell on Amazon, you'll have to consider giving up a lot of power and freedom (McKinnon, 2020).
Inventory management is for sellers who have several locations where their goods are shown. If you sell on Amazon and other platforms, you'll need to keep your products meticulously synced to avoid order and listing errors. Every day, Amazon needs to obtain updated product details. They have a lot of standards as well. This ensures the merchants would have to create their own Amazon feed from the ground up. All items must have an ASIN number allocated to them, and all uploads must be done via the Amazon API. Connecting to an API requires complex and costly technical innovation for retailers (Axinte, 2020).
Selling on Amazon automatically establishes your reputation as a vendor. When buyers see a well-designed Amazon product page, they are quick to believe you are trustworthy. Yes, you may have to pay referral fees on goods you sell, but the traffic you will get will be worth it. Another advantage of not having your own website is that you would have much less upkeep to think about. You won't have to waste time dealing with technological glitches or maintaining your website (Dunne, 2021).
Your customer contact on Amazon is limited to the Buyer-Seller Messaging Service. All contact should be focused solely on completing the order and nothing else. As a result, you won't be able to develop your brand outside of the Amazon network. Such reviews that are requested must be completed in a neutral manner. Package inserts and the Request a Review button are two examples of how to do this. Amazon is constantly tightening the rules in this region in order to prevent false or biased feedback. Requesting favourable ratings, for example, is against the Terms of Service.
Apart from having complete access, selling on your own platform has its own set of advantages. For instance, in contexts where word of mouth is important. When asked where they purchased something on Amazon, people are less likely to use the seller's name. The expression "I bought it on Amazon" is often heard. Your name is more likely to come up in discussion if they purchased the item directly from your website. It might be argued, though, that if you're already winning the Buy Box, the individual searching for the same thing will most likely find you as well.
Thus, in my opinion the selling through Amazon is more risky and less profitable than the sell through own website. The cost on own website will be higher than the investment on Amazon but the result in for of sale will be more profitable on own website.
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