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Executive Summary
In this study the effects of Covid-19 in the Amana business has been explained. In part A, the Covid-19 situation affects the Amana firm drastically therefore, these changes are noticed in their actual budget. The managers of Amana limited estimated that they will make a sell of £1000000 during 2020 but actually they only do a sell of £80000 that is £20000 less than their estimated value. The estimated profit of the firm was 1350000 but the actual profit made by the firm is only 455000 that is £895000 lower than their estimation. The CEO of Amana firm needs to build good relations with the suppliers so they give some discounts on raw materials. This is recommended for the CEO of Amana is they need to retain those employees who are not able to perform well in the organization. In part B, the CEO of Amana limited has decided to sell their product online this is a good decision according to the current scenario. Because the covid situation closed all the shops and for that, there is lack of fulfillment of necessary goods are noticed in this situation. Selling through online will be the best option for the firm.
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[bookmark: _Toc71123840]Introduction
Management accounting is a key component for the managers for effective decision-making. It provides statistical as well as financial data about the firm so the managers can get an idea about the functions of the organization. Management accounting takes parts in different processes in the organization like it helps to motivate the employees, do their performance evaluation so they can improve their mistakes. Management accounting ensures that the firm fulfills all its objectives and goals without running out of cash. In this study, the effect of Covid-19, in Amana firm that is based in England that has been described. The variance change in the original budget and flexed budget of the firm has also been presented here. Amana firm has decided to start their business online basis for that which will be the suitable option for the firm that has been explained in this study. 
[bookmark: _Toc71123841]Part A: Estimation of the original. Flexed and variance control report for Amana Limited 
[bookmark: _Toc71123842]I. Different types of budget forecasting 
Original budget:
Budget is useful to set a spending limit by that the Amana firm can effectively utilize the resources and fulfill business goals without running out of cash. Therefore, the service quality of the firm can be maintained and they hold a long-term profit while their business.  The Amana firm can get an idea about its future expense with the help of budgeting (Chang et al. 2020, p.56). The budget also ensures that the business has enough money at the end of the year so they can pay their due debts and expense on time. 
Flexed budget 
The fled budget of Amana limited shows the expenditure of the firm regarding the various levels of output. The flexed budget gives accurate information about the financial position of the firm so the firm can adjust their spending level of cash (Gstaettner et al. 2017, p.10).  The actual amount of cash Amana limited needs to achieve their firm goal is estimated with the flexed budget. 
Variance 
The difference between the actual budget and the estimated budget is measured by the variance analysis. Therefore, it set a spending limit for the firm and reduces unnecessary expenses of the firm. With the help of variance analysis, the managers can estimate the budget more accurately and in a smarter way. It set spending limits for different departments so the firm achieves its business goals without running out of cash. When the firm is already capable of estimating the current cost accurately then it builds the confidence of the firm to estimate their future budget properly (Morlidge, 2017, p.56). In the variance analysis, there are two types of variance one is the positive variance that reflects the firm successfully maintain their expenses and the other one is the negative variance that means the firm is failed to successfully maintain its expenses. 
Calculation and analysis 
[image: ]
Figure 1: original, fixed, and variable budget analysis
(Source: Self-created)



	Computation of flexible budget of Amana Ltd.

	 
	100000 units
	80000 units

	PARTICULARS
	Per unit price
	UNITS
	AMOUNT£
	Per unit price
	UNITS
	 AMOUNT£

	Direct material 
	2.5
	100000
	250000
	3.5
	80000
	280000

	Direct labour
	4
	100000
	400000
	5.5
	80000
	440000

	Prime costs
	6.5
	 
	650000
	9
	 
	720000

	Variable overhead
	1.5
	100000
	150000
	1.5
	80000
	120000

	Fixed overhead:
	 
	 
	 
	 
	 
	 

	Warehouse rental
	2
	 
	200000
	2.125
	 
	170000

	Insurance
	1
	 
	100000
	1.25
	 
	100000

	Fulltime whole time supervisor salary
	0.5
	 
	50000
	0.438
	 
	35000

	Total cost of production
	11.5
	 
	1150000
	12.813
	 
	1145000

	Administrative expenses
	Nil
	 
	Nil
	Nil
	 
	Nil

	Selling expenses:
	 
	 
	 
	 
	 
	 

	Fixed
	Nil
	 
	Nil
	Nil
	 
	Nil

	Variable overhead
	Nil
	 
	Nil
	Nil
	 
	Nil

	Total 
	 
	 
	1150000
	 
	 
	1145000


Table 1: Flexible budget analysis
(Source: Self-created)
In the above table, the variance change report in the actual budget and the original budget of the Amana limited has been analyzed. The Covid-19 situation affects the Amana firm drastically therefore, these changes are noticed in their actual budget. With this analysis, the managers can determine the differences and take further steps for stabilized this financial situation.
The managers of Amana limited estimated that they will make a sell of £1000000 during 2020 but actually they only do a sell of £80000 that is £20000 less than their estimated value. The Amana firm is a tourism business and the Covid-19 restricts all kinds of traveling, therefore, it drastically impacts the business of Amana limited. Because of this, the variable cost of the firm gets much higher than expected (Rustamov, 2019, p.74).  The Covid situation restricts the traveling therefore, the supplier’s needs to bear more expenses for delivering raw materials to Amana limited. Therefore, the actual raw material expenses are much higher than the estimated one. The estimated material price of the firm was £250000 and the actual price of raw material is £280000 respectively. Therefore, the material cost is £30000 higher than the estimated value. Covid-19 also impacted the labour forces because that there is a shortage of labour shown on the Amana limited. The estimated labour cost was 400000 and because of the labour shortage the actual labour cost goes to 440000, therefore, there is a 40000 hike in it. The only variable expense the firm successfully maintains is their overhead expenses. The estimated overhead cost by the firm was 150000 but the actual cost is 30000 less so it is 120000. 
There are also fixed expenses bear by Amana limited like warehouse rent, insurance expenses and salary paid to the supervisor. The portion of fixed expenses successfully maintained by the firm because of that the fixed expenses show some decrease. Amana limited estimated that they need to pay 200000 for their warehouse rent but actually the cost decrease to 30000 and they actually paid 170000. The estimation of insurance expense by the firm successfully matched with its actual insurance cost and for that, they have paid 100000. The covid impact on the profit of Amana limited so they are unable to provide the previous structure of salary packages to their staff and officials. The estimated salary for the supervisor was 50000 but because of low profit the firm gives only 35000 to its supervisor. Therefore, there are 15000 deficits in the supervisor salary of Amana limited. 
After all this negative impact of Covid situation the profit of Amana firm reduces. The estimated profit of the firm was 1350000 but the actual profit made by the firm is only 455000, that is £895000 lower than their estimation. 
[bookmark: _Toc71123843]ii. Performance analysis 
All over the world, Covid makes its impacts on every industry and the tourism industry is one of the victims of it. It makes a restriction on traveling and closes all the international borders as Amana is a part of the tourism industry so the firm huge losses in this situation.  The profit of the firm shows a deficit of £859500 and the variable expense gets higher than expected. 
The estimated sales and the actual sales have a big difference in the Amana business. They estimated that they can make sales up to £2500000 but actually capable of doing business of £1600000. Therefore, the selling percentage of the firm decreases in 2020 much higher than their estimated expectation. The managers are requested to estimate the budget on a more realistic basis and they also need to prepare the budget on keeping the Covid situation in their mind by that they can achieve their targeted goals. 
The Covid situation restricts transportation and also impacts the labour force. Therefore,  the material cost and the labour cost of the firms go higher than expected. The material cost of the firm increase to 30000 higher than its estimated value and the labour cost increase to 40000 higher than the estimated budget. It reflects that Amana is totally unsuccessful in controlling its variable expenses. Therefore, the managers need to set a spending limit for every department and reduce unnecessary costs effectively.
The managers of Amana limited are successful in maintaining their fixed expenses in control and reduce their fixed expense by £45000 rather than the Covid crisis. The overhead expense also is under control so these things will help the firm strengthen its financial position. 
[bookmark: _Toc71123844]iii. Recommendation for improving business performance 
Budgeting will be an essential tool for the Amana firm to get prepare for the upcoming challenges. It set a spending limit for every department so the managers can use that excess amount of money on other important things in the business. It helps them to stay focus on their business goals and controlling the expense part of the organization. 
The variable cost of the firm gets increases than expected because of the Covid situation. Therefore, the material cost of the firm gets increases because of the extra charges of shipping. The CEO of Amana firm needs to build good relations with the suppliers so they give some discounts on raw materials. Managers need to provide discounts to attract the customers and these discount rates should be managed efficient way. It will help to increase the sales volume of the business. There are some labour shortages also notice in the firm so it increases the labour cost. Therefore, the firm needs to use technologies for their business works, it will increase the efficiency level and reduce the labour cost. The work will be more accurate and first, so it both have the time and money for the business activities. 
This is recommended for the CEO of Amana is they need to retain those employees who are not able to perform well in the organization. It will help them to reduce the labour cost. They also need to take support from technologies that will provide them with error-free work. In that, they will save their timing and also reduce their cost.  The technology use will reduce the labour dependency in the organization and also helps to follow the covid protocols like social distancing. 
[bookmark: _Toc71123845]Part B Online Marketing 
[bookmark: _Toc71123846]1.E-commerce 
E-commerce is also known as internet commerce or electronic commerce. This is a medium for selling and buying goods online. It is also used for transferring money online through different platforms. It also provides lots of other facilities to the users so they can make their daily life easier. The transactions made through E-commerce platforms are recorded in online portals so there are fewer chances of missing data sets. The CEO of Amana firm has decided that they will take part in online selling of products so they can expand their business.
[bookmark: _Toc71123847]2. Evaluation of E-commerce decision 
The Covid situation gives a boost to the E-commerce sectors. Now every business firm wants to expand their business in this E-commerce sector. The reason for this changing mindset is E-commerce gives more opportunities to expand the business because it has a huge market reach.  The Amana firm also faces many losses because of Covid and now they have decided that they will do their business through E-commerce (Woźniak et al. 2018, p.56). For that, they have two marketing strategies.
In the first marketing strategy, they have decided that they will launch their own website. It will help to build their brand image in the market but the cost for marketing this way will be £235000. On the other marketing strategy, they have decided to sell their product through Amazon for that they need to pay only £50000 to Amazon.

	own website cost 

	 
	 

	delivery network
	150000

	current website 
	50000

	IT programmer 
	35000

	total 
	235000

	 
	 

	sales 
	100000




Table 2: cost of sales through own website
(Source: self-created)
	sell via Amazon

	fulfillmet fees
	50000

	 
	 

	sales 
	65000


 Table 3: cost of sales through Amazon
(Source: self-created)
In the above table, the cost of two marketing strategies made by the Amana firm has been presented. In the first table, the cost for their own website is presented. In this marketing strategy, the firm needs to pay several costs like they need to pay 150000 for network delivery. The current updating cost of the network is 50000. For doing this task they need to hire an IT professional so they have to give 35000 to the IT professional. Therefore, after adding these costs the total cost for own website business shows 235000 (Chohan, 2019, p.56). On the other side, there is only one cost that Amana needs to provide Amazon for selling products by their website is £50000. After comparing both costs, it can be stated that selling through Amazon site will be more beneficial for Amana firm rather than investing in making their own website. 
The CEO of Amana limited has decided to sell their product online this is a good decision according to the current scenario. Because the covid situation closed all the shops and for that, there is lack of fulfillment of necessary goods are noticed in this situation. Therefore, the customers prefer to purchase goods online to take the maximum benefits like home delivery, getting discounts. The managers need to shift their business manually to Amazon. It will help them to reduce their costs and they can allocate those funds for other business activities. The reason for not choosing the own website is it is higher in cost and it puts some extra burden to the organization. 
[bookmark: _Toc71123848]3. Evaluation of risk situation in the firm
In the Amana business, the firm needs to do risk management. It will help them to achieve their targeted goals and help to utilize business opportunities more efficiently. With the help of risk management, Amana firm can fight the negative issues in the firm. In the Covid crisis, the firm faces heavy losses and face huge losses so it is essential for the firm that they do proper risk management for the organization. Risk management will help them to fight social, political, environmental, and economic factors. Those external factors that are affecting the internal doctors of the firm can be handled with risk management. Forgoing to online selling the firm needs to bear some investment but on a long-term basis, these investments will be beneficial for the firm. 
Steps that need to be considered 
Amana firm has to understand the nature of the business because that will help them to identify their costs. Risk management will help them in this process and creates a positive environment in the organization. Proper identification and clear analysis of the financial as well as non financial performance needs to be done in order to make further planning on the issues. Understanding the return policy as well as the customer needs could help the company in improving their products and make it as per the need of the customers. Clear analysis and jotting down of the cost that needs to be incurred could help in making the strategic planning easier. 
[bookmark: _Toc71123849]Conclusion 
In the end it can be said that the company Amana has faced various challenges during this covid period.  Based on the variance, budget forecasting it has been seen that the company has done actual expenses more which has reduced the profit of the company. Prior planning of the issues and the requirement of the expense and customer need management has been described well in this research.  However the reduction in the fixed expenses and proper management of this expense has helped in improving the financial position of the company. It is necessary to check the customer requirements every now and then so that as per the requirements the changes and strategic planning could be done. 
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