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[bookmark: _Toc12331]Introduction 
It is important for a business organisation or a business person to understand the concept of budget as it can play a significant role for the purpose of forecasting the performance of the business organisation for the future period of time. The management of a business organisation must improve the forecasting of the revenue and expenses of the business as it can help the business organisation in preparing the strategy and planning based on the same. In this report the discussion regarding the budget has been conducted based on the given scenario for the business organisation Amana Ltd who is in firm in the business of selling the souvenirs to the tourist of the United Kingdom. From the calculation and analysis of the budget which has been conducted in the report based on the given data and information regarding this business organisation, the recommendation has also been provided to the management of these business organisation to improve the scenario. 
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Flexible budget 
The purpose of flexible budget is to adjust the activity and production of the business organisation in different volumes of label for production and sales. From the principal visit the profit of the business organisation which can vary in the different intensity of production and sales can be understood clearly. In case of the unstable scenario in the market the use of flexible budget is extremely useful as it will help the business organisation in understanding the minimum level of the profit which can be earned by the business organisation in case of different units of sales. The variation of different costs is also reflected in the flexible budget in case of different levels of output and sales in the business. But it is important to notice that for a flexible budget the fixed cost of the business does not change  even in the different levels of production and sales. 
Variance calculation and analysis 
The variance can be defined as the difference between the planned and actual activities in the business organisation. It is important for the management of our business organisation to find out the variance between the planned and actual activities in the business in order to understand the actual position and personality of financial performance of business. The variance analysis can help in understanding if the situation is favourable or adverse for company. With the help of identification of favourable and adverse variance, the management of the business organisation can easily identify the weaknesses of the business. This is why the variance analysis is extremely useful for a business organisation to improve the performance. The variance analysis also had some disadvantages which needs to be considered by the management of the business organisation. For example, it can be said that the variance analysis can only be used after the actual performance has been conducted. This is why the current performance of the company cannot be analysed on the time and spot. Therefore it is found that the recommendation made by the variance analysis is not highly efficient on the next performance or for the upcoming scenario. The variance analysis for the business organisation Amana Ltd has been conducted below.  
	Particulars  
	Original 
	Actual 
	Variance  
	Favourable 
/ adverse 

	Selling price  
	£ 25 
	£ 20 
	5 
	A 

	Units sold 
	£ 100000 
	80000 
	20000 
	A 

	Total sales  
	£ 2500000 
	£ 1600000 
	900000 
	A 

	Variable cost 
	 
	 
	 
	 

	Material 
	£ 250000 
	£ 280000 
	-30000 
	A 

	Labour 
	£ 400000 
	£ 440000 
	-40000 
	A 

	Overhead 
	£ 150000 
	£ 120000 
	30000 
	F 

	Total variable cost 
	£ 800000 
	£ 840000 
	-40000 
	A 

	Contribution 
	£ 1700000 
	£ 760000 
	940000 
	A 

	Fixed cost  
	 
	 
	 
	 

	Warehouse rent 
	£ 200000 
	£ 170000 
	30000 
	F 

	Insurance 
	£ 100000 
	£ 100000 
	0 
	F 

	Fulltime 	warehouse 
supervisor salary 
	£ 50000 
	£ 35000 
	15000 
	F 

	Total fixed cost  
	£ 350000 
	£ 305000 
	45000 
	F 

	Profit 
	£ 1350000 
	£ 455000 
	895000 
	A 


 
[bookmark: _Toc12334]Task ii. 
From the budget report and the variance analysis which has been prepared and bob along with the variance analysis it is clearly understandable that the sales of the business organisation has reduced significantly, due to the covid-19 pandemic in the current scenario. As a result, the impact of the same has also been found on the profit of the business organisation which has ultimately found as the negative or adverse variance. It is important to notice that during the year of 2020 the business organisation Amana Ltd has faced a difficult time due to the band in the business and travelling around the globe. In the major cities and locations where the offline shops of his business organisation were used to exist, was under complete lockdown for a long period of time (Silva et al., 2017). Due to the only offline business services, this Company has not been able to sale a significant high number of units within the year of 2020. This is why it has been found that the total sales of the business organisation have reduced significantly and has been marked as the adverse variance in the variance analysis.  
On the other hand, the variable cost of the business organisation has not reduced either. It can be shared with the low number of cells the variable cost of the business could have been reduced. But the management of the business organisation has not been able to reduce the variable cost of the business. Therefore the business organisation has faced an adverse variance in the total variable cost analysis (Tehseen et al., 2017). Variable cost other than the overhead of the business, (both materials cost and labour cost) are higher than the anticipated cost label. The variable cost of the business organisation usually changes along with the production of the business. Due to the low production in the year of 2020 the variable cost is also supposed to be lowered which has not been found in the actual scenario (Marzlin Marzuki and Ismail, 2019). As a result, the overall contribution in the year of 2020 is also lower than the anticipated level. This is why in the variance analysis the situation of contribution has been marked as adverse variance. In order to improve the scenario, it is important for the business organisation to improve the contribution of the company by increasing the sales as well as by reducing the overall variable cost of the business. 
On the other hand, it is noticeable that the cost of the business organisation has reduced then the expected level which is not supposed to be changed. But due to some reason, the fixed cost has reduced enabling the business organisation to provide a favourable variance regarding the maintenance of fixed cost (Marzlin Marzuki and Ismail, 2019). According to the overall scenario the profit of the business organisation has also been found as the adverse variance. This implies that the profit of the business organisation is lower than the expected amount.  
[bookmark: _Toc12335]Task iii. 
In order to provide the recommendation on the above scenario it can be said that it is clearly understandable from the above discussion that the performance of the business organisation Amana Ltd has reduced significantly in the year of 2020. To improve the scenario of the business the following areas can be improved by the management of the company – 
i. 	Improving the total selling units in the business by maintaining the selling price 
Improving the total sales amount in the business play, a significant role for any business organisation including Amana Ltd. While improving the sales amount it is important for the business organisation to follow the proper pricing strategy which has been decided by the management of the Company to achieve the expected result (Abushaikha et al., 2018). Along with the number of units sold for Amana Ltd in the year of 2020 has reduced along with the selling price per unit of product, the total sales amount has been reduced significantly. 
	ii. 	Introducing different methods for selling the products 
Amana Ltd is conducting their selling through the offline stores in different areas where the movements of the tourist are comparatively higher. But it is important to remember that in the scenario of covid-19 pandemic it is not enough for a business organisation who is especially related and dependent on the tourism industry to continue their business with only the support of the offline stores. Along with offline stores the business organisation can launch online stores for the purpose of increasing the sales amount and shipment (Deepak and Jeyakumar, 2019). This will help the business organisation in maintaining the up to date trend which you help in improving the reputation and population of these organisation. As well as it will help the company in reaching the customers more easily throughout the globe. As a result, the sales of the business organisation can be improved. 
	iii. 	Reducing the operational cost of business 
The operational cost of the business organisation for which includes both of the variable and fixed cost along with other different overheads are needed to be produced based on the current scenario as per the requirement (Dewi and Badjra, 2020). This will help the business organisation in increasing the profit margin of the business. 
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As per the above discussion in the part 1 it is clearly understandable that for the business organisation Amana Ltd, it is important to go online and start the online business in order to improve the sales of the company. It will help a business in improving the total sales amount which can help  increasing the profit margin of the business organisation accordingly. In order to start the online business for this organisation there are two different scenarios which has been provided. The discussion regarding the analysis of both of the different situation has been conducted below. 
	Situation 1 
	Amount  

	Sales (Considering selling price as 25 each) 
	£ 2500000 

	Expenses   
	 

	Cost of setting up delivery network 
	£ 150000 

	Cost of upgrading current website 
	£ 50000 

	Salary of IT programmer 
	£ 35000 

	Total expenses  
	£ 235000 

	Expenses as % of sales 
	9.4 % 


 
	Situation 2 
	Amount  

	Sales (Considering selling price as 25 each) 
	£ 1625000 

	Expenses   
	 

	Amazon fulfilment fees 
	£ 50000 

	Expenses as % of sales 
	3.08 % 


 
Situation 1 
As per the first situation the management of the business organisation is about to start an online store by their own in different places of United Kingdom. It will help the company in controlling the shipment of the products can be ordered. As per the details given it is understandable that there is significant high amount of cost needed to be managed by the business organisation in order to start the online store. The amount of sales quiz can be conducted in the online store according to the research is significantly high. The 50% of the sales (around 1 lakh units) which is expected from the online stores, can provide a significant amount of revenue based on the calculation. But at the same time it is also important to note is that the expense which will be conducted by the business organisation, is 9.4 % of the total living of the business (revenue one from the online stores). 
Situation 2 
In the second situation the business organisation can collaborate with the online selling platform amazon which has a global reach around different countries of the world. With the help of the collaboration the business organisation Amana Ltd can you reduce the amount of cost in the significant way with the comparison with the previous situation. But it is important to notice that the amount of sales which is guaranteed from the platform of amazon is significantly lower than the own online store opened by the Amana Ltd. Similarly, the cost which is need to bear by the business organisation in this scenario, is also significantly low comparatively than the previous situation. As per the calculation the percentage of cost which is needed to bear by the business organisation with the comparison to the sales of the business is only 3.08 %. 
Comparison between both of the scenarios 
As per the above discussion it is clearly understandable the overall cost which is needed to be conducted by the business organisation in the second scenario is beneficial for Amana Ltd Because the amount of cost is significantly lower than the previous scenario in this case. In the same time, it is also important to note is that the number of sales which will be conducted in the second situation is also lower than the previous one (Corea and Delfmann, 2018). This can directly impact the profit and revenue earning ability of these business organisation as the efficiency can be lowered. 
Also, it is noticeable that in the online store opened by the business organisation the management of the company will be able to control the overall process of selling. Therefore, the control of the business can be managed more efficiently as per the requirement of the growth and development for the business (Wu et al., 2020). In the second scenario the management of the business organisation will lose control on the online sales because of the collaboration with the online platform amazon. Amazon will be responsible for the online selling policy. The online selling policy includes the return policy of the product as well as the pricing strategy. Losing control on the pricing strategy of the product can directly create a significant impact on the revenue earning ability of the business organisation (Kienzler and Kowalkowski, 2017). This is why it can be said that choosing the online store opening by their own is beneficial for this business organisation as, the management of the Company can control the overall process of the business. 
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From the above report it is clearly understandable that the business organisation Amana Ltd has faced a significant crisis in the financial performance of the business organisation because of the low number of sales in the year of 2020. Due to the lock down and ban in the movement has created a significant problem for the business which are related to the tourism industry. But at the conclusion it can be said that due to the inflexible selling strategies and lack of choices the business organisation has suffered because of low number sales during this period of time. By following the recommendations which has been provided above, the management of the business organisation can reduce the crisis which is being faced by the company in the financial performance easily. It is important for any business organisation including Amana Ltd to control the variable expenses of the business organisation as it can be controlled by the management of the business organisation according to the production level to maintain the proper margin of profit in the business. Appropriate control in the sales and expenses of the business organisation can help maintaining the balance in the profit and the level of company expenditure in the difficult scenario by maintaining the percentage. 
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