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Introduction
Accounting refers to a process associated with maintenance of accounts. This process includes several steps like identifying the business event, record the same in books of accounting, classification of such events according to their accounts, summarising them in order to finalise them and at last the financial info derived from the same is interpreted to its users (Hong, 2020). In the following report, a case study of Amana Ltd. is discussed which is a tourist business headquartered in London . It is provided that they are operating in the same sector for 40 years and hence are aware of business environment dynamics, but the COVID pandemic dramatically hit up the company revenues. Some of the reports based on original budget are provided with recommendations so that conditions and performance can be improved. In the second part company owner is realising that most of their competitors are going online. Hence analysis is provided in the second part for the company budgeted expenses to go online. This part also includes the core analysis about the company decision to go online. Business environment is dynamic and strategy adoption is very necessary task in the long run. 
Task 1
Part A
The term budgeting referrers to forecasting the future revenues and expenditure in advance in numerical terms. They are primarily made on the basis of past trends and imply company future level of expenditure and desired profits for the forecasted period. Every organisation prepares a number of budgets during its run. Some of them are as follows: 
Operating budget: They usually consist of operating expenditures and profits for the deemed future period. Operating expenses includes both fixed and variable expenses.
Master Budget: They include every type of expenses and are used to define if the total profit may derive in future state.
Flexible Budgets: These budgets are used to derive level of profits at different capacity level of the company. These help organisations to achieve economies of scale by determining the economy level of production where profit achieved is very high as compared to all the levels (Kothari, 2019).



	Original budget in £

	Particulars
	Amount

	Total Units
	100000

	Price (in £)
	25

	Sales
	2500000

	
	

	Variable expenses
	

	Materials
	250000

	Labour
	400000

	Overhead
	150000

	Total Variable cost (Material + Labour + Overheads)
	800000

	Contribution (sales-variable cost)
	1700000

	
	

	Fixed expenses
	

	Warehouse rental
	200000

	Insurance
	100000

	Fulltime warehouse supervisor salary
	50000

	Total fixed cost
	350000

	
	

	Total overheads
	1150000

	Profits (sales - total Overheads)
	1350000



Flex Budgeting: It is concerned with measuring the total deviation between Actual and the standards for costs and sales of the company for the particular period. It provides 
	Flexed Budget for Amana Ltd.

	
	Original
	Actual
	Variance
	Favourable/unfavourable

	
	Amount
	Amount
	
	

	Total Units
	100000
	80000
	
	

	Price (in £)
	25
	20
	
	

	Sales
	2500000
	1600000
	900000
	Unfavourable

	
	
	
	
	

	Variable expenses
	
	
	
	

	Materials
	250000
	280000
	-30000
	Unfavourable

	Labour
	400000
	440000
	-40000
	Unfavourable

	Overhead
	150000
	120000
	30000
	Favourable

	Total Variable cost
	800000
	840000
	
	

	Contribution (sales-variable cost)
	1700000
	760000
	
	

	
	
	
	
	

	Fixed expenses
	
	
	
	

	Warehouse rental
	200000
	170000
	30000
	Favourable

	Insurance
	100000
	100000
	0
	-

	Fulltime warehouse supervisor salary
	50000
	35000
	15000
	Favourable

	Total fixed cost
	350000
	305000
	
	

	
	
	
	
	

	Total overheads
	1150000
	1145000
	5000
	Favourable

	Profits (sales- total Overheads)
	1350000
	535000
	
	



Variance analysis: Every company in the business environment want to resist environment threats to its business. In order to do this its management needs to make different types of budgets which are standard in nature and designed by them for any term. Variance analysis is the difference between the standard levels and actuals achieved by the company. In case the actuals lack somewhere and not according to standard levels then it is determined that the company has unfavourable conditions (Wu, and Wang, 2021). There are some of the variances related to material, labour, overheads, and sales are provided for the Amana ltd. below.
Variance analysis for Amana Ltd.
1. Material variances: 
· Material cost variance: Standard cost – Actual cost = (Standard Quantity *Standard Price) - (Actual Quantity * Actual Price) 
= (100000 * 2.5) – (80000 * 3.5) = -30000 (unfavourable)
· Material Price variance: (Standard Price – Actual price) * Actual quantity
= (2.5 – 3.5) * 80000 = -80000 (unfavourable)
2. Labour variance: Standard wages – Actual wages
        = 400000 – 440000 = -40000 (unfavourable)
3. Variable overhead variance: Standard variable overhead – Actual variable overhead
        = 800000 – 840000 = 40000 (unfavourable)
        = Standard rate = Standard material + Standard labour + Standard overhead
        = 2.5 + 4 + 1.5 = 8
= Actual rate = 3.5 + 5.5 + 1.5 = 10.5
4. Fixed overhead variance: 
Standard Fixed overhead – actual fixed overhead
= 350000 – 305000 = 45000 (Favorable)
5. Sales variances:
· Sales value variance = (Budgeted quantity * Budgeted price) – (Actual quantity * Actual price)
= (100000 * 25) – (80000 * 20)
= 2500000 – 1600000 = 900000
· Sales Price Variance = Actual Quantity x (Standard Selling Price – Actual Selling Price) 
= 80000 * (25 - 20) = 80000 * 5 = 400000 (unfavorable)
· Sales volume variance = Standard Selling Price x (Budgeted Sales Volume – Actual Sales Volume) 
= 25 * (100000 - 80000) = 500000 (unfavorable)
ii) Financial budgeting and reporting:
According to the provided information and the financial budget made on such basis, it can be concluded that the standard level of sales for the company are 100000 units while it achieved only 80000 units which is not favourable for the company. Sales price fixed by the company was £25 as standard but when it sold its goods in actual market condition they fall to only £20 Rs. i.e. not desirable (Hou, and et.al., 2021). Cost of material on 100000 units was £250000 which was more in actual case when company was only producing 80000 units which was unfavourable in nature. This shows that the company is owing more cost than setup standard and performing undesirably. Labour cost for the company is also increasing by £40000 while its sales are decreasing. In this case the company may need to suffer with its profit levels as the expenses level is increasing at higher levels. But if we talk about Fixed expenses (warehouse rental, insurance, fulltime warehouse supervisor salary) these are showing a decrease in their amount when compared to actuals, which is supporting company profitability. Fixed cost during the period decreased from £350000 to £305000 which shows that the company performance level is increasing. Main issue for the company is that its sales are decreasing. In this situation its required to take some initiative related to its product promotion for increasing the consumer base of its users. Company profits would increase if they focus on increasing the level of sales and sales price per unit. Market price could only increase in case when supply of product is low while its demand is raising. Amana Ltd. profit and sales are very low in this state which shows that the company performance is not up to mark as desired according to standard and original budget. The performance level is determined with the help of its p/v ratio which is 68 % in original budgets while it decreased to 47.5% in actual way. Hence, it is concluded that the company performance is decreasing (O’Dwyer, 2021).
Recommendation to Amana CEO and managers: 
· The company management must adopt some sales promotion tactics in order to boost up their sales level. It would directly impact company profits level and provide better liquidity in the future.
· Th company CEO must emphasise on decreasing their expenses on primary needs like direct material, labour and expenses.
· Optimum utilisation of company resources is very necessary to decrease unit costs in order to increase company profitability levels. 
· The company management needs to focus on increasing their consumer base. This would directly impact its sales and level of goodwill in industrial level.
· Use of new technology and equipment would be the best option to increase company efficiency and effectiveness level. Adopting new technology would help Amana Ltd. to achieve economies in scale which would lead to increase level of margin per unit (Nettis, and et.al., 2021). 













Part B
An analysis on the decision made to go online for boosting the company sales levels:
In the above case the company named Amana Ltd. is a long term established company and dealing in tourist business from past 40 years. In 2019, it faced the COVID era during which the total company profits were affected in drastic manner. People were not allowed to come out of their homes and tourism sectors was not receiving any tourists at such time. In such case companies like Amana ltd.  were facing problems like lack of profits and low sales. Its competitors shifted to the online mode for increasing their sales and profits level. It is already known that if company takes first move through applying some new strategic plan it always gets its advantage in business environment (Prokofieva, 2021). Amana’s competitors also started selling their goods online therefore their sales were less affected than another companies like Amana. Hence, Amana must adopt the rival’s strategy in order to become more competitive in such situation. The decision to go online is an innovative decision. Online shopping is increasing after the entry of covid era. 
Amana must go for the decision and hence would also require subscribing to some services related to same. The company is thinking to close its centres at Brighton, Birmingham city centre and in Manchester city and this would help to reduce its fixed store expenses like expenses on rent, maintenance, lightning etc. In order to execute the decision, it is required to setup its own online portal and generate a website regarding the same (Malik, and et.al., 2019). Or as an alternative it may also subscribe with the Amazon seller service providers for order receiving, pickup and delivery services all over the UK (Fauré, Cooren, and Matte, 2019).
Cost analysis in case of Amana Ltd.
Option one:
	Cost of setting delivery network
	150000

	Cost of upgradation
	50000

	Salary of IT fulltime programmer
	35000

	
	

	Sales amount resulted (in units)
	100000

	
	

	Total costs
	235000

	Costs per unit
	2.35



In option one the costs per units of product is £2.35. This would be a long process as it would take time to start own E-Com portal instantly. E-commerce is a platform where the company could list its products and services virtually. But due to large number of competitors it is not easy to rank your services on top. Here the social media marketing comes into play. Website creation and ranking your website on top would be a time talking process and the company would require to invest more in advertising expenses to increase their ratings online. The cost of running is also higher than the option two (Amazon) which is economical in terms of its costs (Wanke, and et.al., 2020).
Option two:
	Amazon fulfillment fees
	50000

	Sales in units
	65000

	Costs per unit
	0.769231



In second option the company is looking into subscribing with amazon seller services for all the tasks. Amazon is already known platform that promotes every company listed on it. Companies are provided with advertising, fulfilment services, consumer bases for the right product and services. They only require the company to list their product on the portal and regularly update their listing for better viewership’s. Buyer’s feedback and level of sales helps to promote sales level on the same (Lodhia, and Sharma, 2019).
From both the above options we can conclude that the company must first go with the second one because it would be economical for the company on cost basis. Later on they can still go with option one as it will give them more independency and control over the price and return policy which is something they do not have with Amazon but for the time being signing with Amazon is the more cost wise decision.











Conclusion
From the report, it can be concluded that budget consist of calculations, attention to detail, and helps to inform the company about the allocations of funds. Budget ensures the availability of resources, it helps companies in setting up and reporting internal goals of the organisation, additionally it aid company to prioritize projects and lead to financing opportunities. Various types of budgets are also there in order to prioritize numerous factors whenever a company is approaching for its financial plan. In the analysis of online sales, it increases after the entry of Covid era. In order to have a bigger turnover the company required to subscribe to the other services which are mentioned above. It leads to helping the company reduce their fixed store expenses. With the help of online portal and by making website the company will be able to reach a bigger and wider customer base.
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