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Executive summary 


In this report, the effect of covid-19 crisis in the Amana Ltd firm has been presented. The business of the firm gets drastically impacted by the covid-19 that all things are mentioned here. The firm estimated that they will do a business of £100000 during the 2020 period but they actually do a business of £80000 in the 2020 period. The estimated profit of the firm shows 1350000 and the actual profit earned by the firm are 455000 respectively, therefore, there is a difference of 895000 in profit amount of the firm than their estimated budget. 
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[bookmark: _Toc70507643]Introduction
 	Management accounting is a system through which the financial and business connected all kinds of information can be identified, measured, communicated, interpreted and analyzed for achieving the organizational goals of the company. This process mainly helps the internal professionals for making the proper and appropriate decisions that help to achieve the company's goals. The improvement in the information quality and better communication also falls under the management accounting process. It mainly delivers all kinds of information related to the costs and sales revenue of the goods and services towards the managers and every other employee of the organization. 
[bookmark: _Toc70507644]Part A
[bookmark: _Toc70507645]i. Monthly control report
i)Meaning of: 
Original Budget:
The original budget is considered as a final decision or a predicted lump sum amount that can be used and financed in the long run as well as for the better productivity of a company. It takes place between the guarantors and the borrowers for the time frame of the first 24 months following from the date of agreement along with the profit and loss statement, balance sheet and cash flow statements. Having the original budget is very much important for any kind of organization or company because without an estimated budget the further functioning’s related to growth, productivity and revenue generation can’t take place.
Flexed budget:
The flexed budget or the flexible budget is something used for the control or balancing the activities and volume levels of the company. When the used revenue and used percentage of revenue of an organization are needed to change then only the flexed or flexible budgets are used (Appelbaum et al. 2017, p. 32). This kind of budgeting doesn't involve a fixed amount like the static budget. It asks for the variable rates and these are allowed by the organization for the anticipation of potential rise and downfall in monetary requirements. This kind of budgeting helps the company to plant more genuine ideas of their estimated budgets depending on the cost variations and profit margins.
Variances:
The difference between the predicted costs and actual cost took place on the made sales. All the current outgoings and the budget for the organization's future expenses can be judged through understanding and proper analysis of the variances because before making any kind of future budget the present outflows and in which quantity should be properly checked. It can be applied to both the revenues and expenses and it’s denoted in two ways- favorable and non-favorable. Whenever the revenue gets better than the pre-planned budgets then it's regarded as the favorite one and when the revenue is not up to the mark then it's called non-favorable. 
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Table 1: original, fixed, and variable budget analysis 
(Source: Self-developed)
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Table 1: Flexible budget analysis 
(Source: Self-developed)
The above table shows the original budget along with the variance changes due to Covid-19 issues in the Amana Ltd. It will help the managers to determine the difference between the estimated budget and the actual cost of the firm during this period (Henttu-Aho, 2018, p.330). There are several costs during the business the firm has paid, and those costs are much higher than the estimated budget by the firm. 
The firm estimated that they will do a business of £100000 during the 2020 period but they actually do a business of £80000 in the 2020 period.  The expense of the firm is also very high than the estimated value by the firm. There are some variable expenses paid by the firm like material expenses they have an estimated 250000 but the actual material cost paid by the firm is 280000, which is 30000 higher than the estimated value. The labor cost estimated by the firm is 400000 and the actual cost shows 440000 that is 40000 higher than the estimated price. The estimated overhead expense made by the firm was 150000 but the actual cost for the overhead expense paid by the firm is 120000 that is 30000 less than the estimated amount. The overall estimated variable expenses and the actual variable expense of the firm show 40000 higher than the estimated value. The difference between the estimated contribution and actual contribution of the firm shows 940000 respectively. 
The firm also estimates some fixed costs for their business-like warehouse rent, insurance, and salary of the supervisor. The estimated cost for the warehouse was 200000 and the actual amount paid by the firm is 170000, so there is a difference of 30000 from the estimated budget of the firm. The estimated insurance expense of the firm shows 100000 and the actual is 100000 so this time the firm estimates the right amount for their business (Rustamov, 2019, p.74). The estimated salary of the supervisor was 50000 but due to lack of profit the firm reduce the salary of the supervisor and the new salary is 35000 that is 15000 less than his previous salary. The fixed cost of the firm gets reduce in the covid situation than the estimated one and it decreases to 45000. The estimated profit of the firm shows 1350000 and the actual profit earned by the firm is 455000 respectively, therefore, there is a difference of 895000 in profit amount of the firm than their estimated budget. 
[bookmark: _Toc70507646]ii. Control report about the performance of the Amana limited 
The business of Amana firm is heavily affected by covid-19 issues because it restricts the traveling of tourist people. Therefore, the firm records a huge loss in the 2020 period. A budget is prepared for the firm to show the deficiency in the profit figure of the firm. The net profit of the firm gets decrease drastically in this period and it shows a deficit of 895000 (Oyebode, 2018, p.5). The variable expense of the get much high than expected, therefore, the overall performance of the firm gets decreased. 
Amana limited has estimated that they will sell of 2500000 during the month but they actually do only 1600000. Therefore, the sales percentage of the firm gets a decrease in this month. The managers need to estimate the budget according to the covid situation present in the market, then they can only increase their profit amount and achieve their targeted goal. 
All the variables of the Amana limited get increased because of the covid-19 situation in the market. The material cost of the firm was estimated was 25000 but the actual cost bare by the firm is 280000, which is 30000 higher than expected (Meinert et al. 2019, p.56). The labor expense of the firm gets increase by 40000 than expected. The managers need to check these expense lists and try to control them for gaining profit in the business. 
The overhead expenses of the firm reduce by 30000 that is good news for the business that they successfully maintain their overhead expense. It will help them to improve their profitability during the year (Adilli, 2020, p.56).  The fixed cost of the firm gets reduce in the covid-19 period and it gets decreased by 45000 that also reflect that the firm effectively using their resources from getting up from this situation.
[bookmark: _Toc70507647]iii. Recommendation for improving the financial condition 
The budget will be an effective tool for identifying the upcoming expenses of the business. It will help them to invest their funds more appropriate way and stay focus on their business activities. They can achieve their business goals easily if they can control their expenses well and budgeting will help them to do that effectively. 
The variable cost of the firm gets increases drastically in this period, so the firm needs to check this issue. The material cost of the firm gets increase therefore; the firm needs to make good relations with their suppliers so they will give discounts on the raw metals. The labor cost of the firm gets increase so the firm needs to implement some technology that will help to reduce the labor cost of the firm. The overall expense of the firm gets decrease that means the firm is successful to keep their overhead expense in control. 
It is recommended to the CEO of Amana limited that they need to implement some management tools in their business like budgeting and increase the use of technology in the business activities of the firm. It will help to reduce the overall cost of the firm and also help to follow the covid protocol of social distancing. When the portion of the account of the firm will mentioned with technology then it reduces the chances of errors and helps to increase the efficiency of the firm. The labor expense will also be decreased by it and also contribute in reducing the overall expenses of the firm. The overall expense of the firm gets decrease that means the firm is successful to keep their overhead expense in control. 
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1.E-commerce & Online marketing:
Commerce is always denoted as a process where all kinds of business and merchants take place and the letter E here means trade or buying and selling through the internet or electronically. E-Commerce or online business is a kind of trade where all kinds of buying and selling of commodities take place through the internet.  As compared to the traditional types the online business is very beneficial and cost reductive because the e-commerce business fully goes through the internet and it is free from several middlemen (Nitzl and Chin, 2017, p. 140). Here the buyers and sellers fully access their operations through computers and mobiles from their residence only. Thus, it can also be called a domestic process and it carries in two ways- B2B (Business to Business) & B2C (Business to Customers).
2. Evaluating the decision for the company
In today's business world, the e-commerce business or network marketing has a great contribution along with several other advantages. All sorts of traditional businesses always contain a long chain of operations along with several middlemen between them which leads to the rise in the cost of any particular product or services to an extent but on the other hand in the e-business there, no middlemen are involved as because the entire process runs in the internet tracks where the buyers and sellers can communicate and carry the operation between themselves only based on the profit margins (Kwilinski et al. 2019,p. 5). While continuing with any mode of business, customer expansion is mandatory and through e-commerce business that function can be operated very easily through the internet and several other social media several new and interesting customer data can be gathered. 
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Analysis of cost and revenue between personal and amazon:
The particular company (Amana ltd) noticed that during the pandemic several other competitors are selling their goods and services through online portals and similarly the company decides for its 50% sale in the online portals. But now whether to start on a personal portal or through any renowned portal needed to know (Buyukozkan and Uztürk, 2019, p. 710). The portal named Amazon in this case results in beneficial because it functions with the estimated budget of 50000 while on the other hand any personal business portal costs for the opening is said 150000. Thus, the company in this case can make up a profit of an amount of 100000.
 	Apart from these, a personal new online selling portal requires several other elements or factors like- website planning’s, coordinators, programmers and website designing (Jiambalvo, 2019, p. 21). In the above-mentioned bar graph along with the estimated opening cost the other costs- 50000(website planning), 35000(IT programming and filings) are mentioned which total costs of 235000 including the opening cost but simultaneously, on the other hand, the Amazon portal only charges for the opening or log in cost of 50000 completely (Sharma and Kurien, 2017, p. 43). So, in the end the given organization can gain a saving or profit of 185000(amazon 50000-235000 own portal total). Along with making online business, the organizations should always be aware of the profits it makes after choosing the type of portal. Whenever any portal provides sufficient profit in comparison to any personal selling portal then the organization should go for it. Along with investments the amount of sales is another vital measure to be managed. 
In the above-mentioned bar graph, it is stated that for maintaining the business and competition with the other corporate, Amazon asks for the sale of 65000 units of their goods and services each year while on the other hand, any personal or own selling portal asks for the sales of at least 100000 units of the commodities and services for daily starting and running (Sahara and (Kurniati, 2019, p. 33). Comparing to both the options the amazon, in this case, can be said as safe and tension free as because it makes a difference of 35000 (own portal selling units 100000-amazon selling unit 65000) in the sales bar as because amazon consists of its management and systems for the advertisement and display of the company's goods and services while on the other hand, the personal portals include everything on the company's self-investment only (Aria and Fajriansyah, 2019, p.32). That's why undoubtedly the given company (Amana Ltd) should go for Amazon regarding their sales through e-commerce techniques.
The decision of the respective company in the situation of risk:
Along with the profits and advantages, the e-commerce business also includes plenty of risks. As the entire process gets through the internet and mobile or electronically, that's why knowing the customer's as well as the seller’s psychology is difficult. Verification of the documents is also not completely possible in this process because in this no physical interaction takes place except the virtual (Di Vaio and Varriale,2018,p. 783). The e-commerce business sometimes results in vulnerable and close to cyber attacks. Thus, before purchasing the customers should be aware of the source, they use through internet reviews and simultaneously the sellers should also be careful about the customers and the payment structure or methods. 
Solutions of the risks:
Whenever any e-business process leads to a cyber hack then it should be protected with additional network protections along with completion of SSL Certification. When any product leads to refund and complains the seller or the company selling it should deduct the shipping charges and meet the points related to that issue. 
[bookmark: _Toc70507649]Conclusion
In the e-commerce industry the business only takes place with the help of the internet and through several online channels and portals like- Myntra, Flipkart, wish etc. and the given company, Amana ltd decides to move on to the online section of business after the pandemic COVID19 due to several downfalls in the business (Li and Ku, 2018, p. 342). After using the traditional ways, the company faced the losses like actual outputs in comparison to the estimated ones, staff salaries, warehousing rents, production of goods and services, labors, overheads, insurances etc. Due to this, the company decides the jump into the business online and through the internet.  For the launch of any personal portal, good capital is needed and an online selling portal like- Amazon charges for a thirty times lesser amount of the business open up and a generating profit in comparison to personal along with a minimum amount of selling unit in comparison to the owner selling portals. Thus, taking these key terms of comparisons into account the company called Amana Ltd should go for the Amazon option regarding their sales. 
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COMPUATION OF BUDGET AND VARIENCE of AMANA LTD.

100000
PARTICULARAS PRICE AMOU
UNITS NTE
SALES 25 250000
(]
LESS:VARIABLE EXEPNSES
MATERIAL 2.5 250000
LABOUR 4 400000
OVERHEAD 1.5 150000
TOTAL VARIABLE COSTS 8 800000
CIONTRIBUTION 170000
0
LESS:FIXED COSTS
\WAREHOUSE RENTAL 200000
INSURANCE 100000
FULTIME SALARY TO 50000
SUPERVISOR
TOAL FIXED COSTS 350000
PROFIT 135000

80000

PRICE
UNITS
20

35
5.5
15
10.5

AMOU
NTE
160000
(]

280000
440000
120000
840000
760000

170000
100000
35000

305000
455000

PRICE
UNITS

-1.5

-2.5

Variance
AMOUNTE

900000

30000

15000

45000
895000





image2.png
Computation of flexible budget of Amana Ltd.

100000 units
PARTICULARS UNITS  AMOUN  Per unit
TE price s AMOUNT
£
Direct material 25 10000 250000 35 8000 280000
0 0
Direct labour. 410000 400000 55 8000 440000
0 0
Prime costs 65 650000 9 720000
Variable overhead 15 10000 150000 15 8000 120000
0 0
Fixed overhead:
Warehouse rental 2 200000 2125 170000
Insurance 1 100000 125 100000
Fulltime whole time supervisor 05 50000 0.438 35000
salary
Total cost of production 15 1150000 12813 1145000
Administrative expenses Nil Nil Nil Nil
Selling expenses:
Fixed Nil
Variable overhead Nil

Total 1150000 1145000
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