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Executive Summary
In this study, a scenario has been given on the business activities of Amana ltd. In the scenario it has been stated that the concerned organization has badly affected by Covid 19 and it has faced a drawback on the annual revenue. The whole research has been discussed in two parts. Part A is consisted with the preparation of the original as well as the flexible budget alongside with the variances. It provides an overall picture of the performance of the organization. It also has the performance analysis and the recommendation for online services. On the other hand part B, has focused on the additional cost regarding the implementation of the online services. Finally, out of the two options it chooses the most appropriate one for the organization.  
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I. 
Original budget
Original budget refers to the kind of budget that is responsible for providing a detailed look of the borrowers as well as the guarantors in respect to the first two years. As opined by Razi et al. (2021), in this matter the commencing date is considered as the date which is in the statement of profit and loss, balance sheet and the statement of cash flow for the organization. As suggested by Jin et al. (2017), original budget is nothing but the projection of cash flow that is rolling over the four quarters of a year. In this matter a forecasting is conducted of the income statement as well as the statement of cash flow on a consolidated basis. Zhou et al. (2020), has been stated that, it means that all the details of the balances which are expected to be drawn under the revolving as well as the intercompany facilities need to be included. 
In this study the concerned organization is Amana Ltd. which is a tourist business situated in England. In this matter the revenue of the organization has been affected badly after the global pandemic of Covid 19. Hence the company has decided to make an annual report in order to have an overall picture of the performance of the organization. The original budget is helpful for providing a detailed instruction of the organization’s performance. Here, all the costs including the variable and the fixed have been determined for the company. According to the table below it can be stated that, the budgeted sale of 1000000 units having a selling price of 25 is not satisfactory, as after the Covid 19 pandemic the business has suffered from an abrupt fall in sales due to the restrictions on travel by the government. On the other hand the estimation of total cost is slightly higher. In this matter the labour cost has been determined by assuming several factors such as the labour hours. In this matter the labour hour is assumed to be 8 and based on that assumption the total labour cost has been calculated. 
	Original budget

	Amana Ltd.

	Revenue
	 

	Selling units
	100000

	Selling price
	25

	Total sales
	2500000

	Expenses
	 

	Variable cost
	 

	materials
	250000

	Labour
	479232

	overhead
	150000

	Total variable cost
	879232

	contribution
	1620768

	Fixed costs
	 

	Warehouse Rental
	200000

	Insurance
	100000

	Full Time salary for warehouse supervisor
	50000

	Total fixed cost
	350000

	Total cost
	1229232


Table 1: Original budget
(Source: Self-Created)
Flexible budget
A flexible budget is responsible for adjusting the activities or the level of volume for the company. It is not similar to the static budget. As stated by Liu et al. (2021), a static budget does not change within the amounts that have been established in the budget at the time of creating the budget. On the other hand the flexible budget is constantly changing within the amount. In this kind of budget the variable costs are generally used. According to Barroy et al. (2021), it is helpful for anticipating the monetary needs for the company. In this matter the revenue that is considered in the budget uses a percentage value rather than using a constant number. While making a flexible budget, the company can get ideas that are more realistic and which are based on the changing cost as well as the margin of profit of the company. As suggested by Pradere et al. (2019),   In order to compensate for the adjustments of a business, a flexible budget is responsible for budgeting the increase and decrease of the cost. 
In this study, based on the given scenario a flexible budget has been developed for the concerned organization. In this matter only the variable costs are considered and they are valued on the basis of sales so that the company can have a better view of the actual changes at the business. All the variable costs that are considered in this matter are material cost, labour cost and the overhead cost. All this cost is measured upon the amount of sales and put as the value of percentage in the budget. 

	Flexible budget

	Amana Ltd.

	Revenue
	 

	Selling units
	80000

	Selling price
	20

	Total sales
	1600000

	Expenses
	 

	Variable cost
	 

	materials
	17.5

	Labour
	27.5

	overhead
	7.5

	Total variable cost
	52.5


Table 2: Flexible budget
(Source: Self-Created)
Variances
As projected by Kes and Kuźmiński (2019), a budget variance is nothing but the difference between the expected as well as the actual figure of for a specific accounting category. There are generally two kinds of budget variance, one is favourable and another is unfavourable variance. As stated by Saputra and Putrayasa (2018), a favourable variance refers to the positive balance which means the organization has achieved gains; on the other hand a negative balance represents the unfavourable balance which means a loss has taken place with the organization.  As opined by Ghofur et al. (2019), Budget variance happens because the management is not able to predict the future cost as well as the revenue accurately. 
Here, due to the devastating impact of Covid 19, the concerned organization faces a huge loss in every aspect. Due to the heavy shortfall in the revenue, all the other costs show an unfavourable balance. Though the total cost has been decreased but this has no effect on the overall performance of the company. 

	Variances

	 
	Actual
	Budgeted
	variance
	balance

	revenue
	1600000
	2500000
	-900000
	U

	Material
	280000
	250000
	30000
	U

	Labour
	440000
	479232
	-39232
	U

	overhead
	120000
	150000
	-30000
	U

	warehouse rental
	170000
	200000
	-30000
	U

	Insurance
	100000
	100000
	0
	U

	Full time warehouse supervisor salary
	35000
	50000
	-15000
	U

	Total  cost
	1145000
	1229232
	-84232
	U

	Net gain /loss
	455000
	1270768
	-815768
	U



Table 3: Variance
(Source: Self- Created)
II. Amana’s performance during the year 2020
From the above report it can be stated that the performance of the concerned organization is quite disappointing. The main reason behind the drawback of the performance is the Covid 19 pandemic. In this study the concerned business is purely based on the tourists. During the prolonged lockdown between the months of December to February, Amana ltd. does not manage to earn the additional revenue that is considered to be the key factor for assessing the profitability of the company. The sales of the souvenirs have fallen abruptly. In the given scenario it has been stated that the company has manufactured the souvenirs from a manufacturing company that is located in china. As it is well known to everyone China is the first country to come up with Covid cases. Hence the manufacturing of the souvenir has been stopped due to the immense breakdown of the pandemic. At that time the company did not have any manufacturers in order to publish the souvenirs for the tourists hence, it can be stated that for those few months the company has not seen a single amount of profit for the organization. That is why the performance of the company has severely decreased. The government of England has strictly prohibited any movement in England. The concerned organization has been operating its business physically for 40 years and there is no online service  that is provided to the customers so the company is forced to stop the business activities during the lockdown period ., as it does not have any other option.
III. Recommendation
There are several sections that need to be improved for the organization. The CEO must make some necessary changes in order to overcome the situation that has been affecting the organization quite badly in the previous year. As the Covid 19 pandemic has affected the world and its economical growth severely therefore all the organizations need to be prepared with the backup plan. Here, the concerned organization needs to start an online service for the customer. One of the major reasons for not being able to do any business transaction during the lockdown period is the physical delivery of the services. As the technology is enhancing many big as well as small organizations are adopting technological strategies such as online marketing and online servicing. In this way the company is able to manage the operations of the business even at the time of pandemic. In this matter the revenue of the company has fallen significantly and due to the lockdown the company has not managed to earn any additional revenue for the organization. Hence, the company must start using the online platforms in order to promote the brand of product. Initially, this would cost some extra charges but it will also be helpful for increasing the profitability.  After the Covid 19 pandemic the customers tend to do online transactions more than going out and purchase the product. It is responsible for adopting the online facilities by the company as the organizations will be provided with different advantages regarding this matter. The promotion, marketing, selling as well as payments can be done under one roof; hence it can be easier for the organizations to operate the business activities without having a physical transaction.
[bookmark: _heading=h.30j0zll]Part B
From March 2020, a big part of the world went to lockdown, resulting in many businesses to shut down temporarily. Though Transactions have been relaxed gradually by the countries but in this matter the future is uncertain. As stated by Nadia et al. (2021), the business that has decided to reopen still has several restrictions regarding the safety precautions. They are enforcing social distancing as well as wearing masks by the customers. They also tend to limit the number of customers within the business premises at a time. In this matter the traditional method of shopping is getting very difficult for the organizations as well as the customers.AS projected by Manola and Balermpas (2020), in this matter it has been observed that the   customers have already started to embrace Amazon and other online retailers which make the transition easier for the company. For the businesses it can be a good chance for increasing the productivity of the organization in the post quarantine world. The other very important advantage regarding this matter is that online shopping is not going to disappear even after the reopening of the retail business fully. 
In this study, the concerned organization Amana Ltd. has been strongly recommended to start providing services through online or digital marketing. In this matter the company can choose two options. One is to set up their own shop online or sell the product to Amazon. In order to implement this company needs to bear several costs. After some initial research, it has been observed that there are some good chances of conducting an online service and along with that several charges need to be included with the implementation of the required goal. Some costs regarding this matter have been identified. Such as the cost of setting up a delivery network which is estimated to be £ 15000. In order to provide service using the digital platform, a strong network needs to be established. In this matter the organization must set up a strong service network to manage operating activities for the organization. In order to handle the large volume of sales, there is a need to upgrade the current website. With the starting of the online services the concerned organization is expecting to have a large volume of sales. In this matter the Amana ltd. is confident enough to increase the sale as the organizations have received frequent demands from the customers even in the lockdown period and the company has an experience of 40 years in this field which is helpful for acquiring a goodwill among the market. This would cost the organization an amount of £ 50000. As all the transactions and the operations are done using the digital platform, hence, the organization needs to hire an expert who can manage the IT programmed. In this matter all the activities are done by using the computer system and the transmission of transactions is done through the online media hence any falter in the system or in the network makes the whole process useless. Here an expert IT programmer is required in order to manage the issues regarding the system and network error. With the engagement of the IT programmer, the company needs to bear an additional cost of the salary that needs to be provided with hiring the expert.  After consulting with several IT programmers from the different agencies, an average cost has been determined to £ 35000 per annum. Previously the company has developed a budget that makes an estimation of sale of 100000 units for the organization. After conducting several researches in the markets on the potential chances, it has been observed that the sales for the required units have been guaranteed. Hence it can be a good option for setting up a shop in the digital channel. In this matter, the company can borrow an amount of loan or sell some assets in order to make sources for funding, so that all the extra costs can be borne by the company.
In this matter the concerned company has an alternative option by selling the products directly to Amazon. In this matter several considerations have been taken while making the decision. In this matter there are some fixed costs that cannot be negotiated such as the fulfilment fees of Amazon. The amount of the fulfilment fees of Amazon has been determined to be £ 50000 by the company. This amount of fees needs to be paid by the concerned company in order to sell their product through such a reputed digital media. In this matter, the company gave its preferences to Amazon because as suggested by Yang et al. (2019), it is the company that is highly acceptable to the people around the world. From the reports and the surveys regarding online marketing it has been observed that a larger number of people around the world prefer Amazon rather than any other digital platform. As suggested by Garcia (2021), there is a sense of trust and loyalty that is noticed on the services. Hence, the company must choose Amazon for selling the products. Unlike the previous option, selling products on Amazon guaranteed a sale of 65000 units per annum and it also states that the unit of sales might increase on the increasing demand of the customer. Here the units of sale are lesser than the first option which is due to the fierce competition in the market between Amana souvenirs and the other sellers on these platforms. In this matter there is a drawback for this option as well. The whole process is managed by a parent digital platform hence the concerned company may face issues on   lack of control as well as in the return policies. All the policies regarding the return and the sale of the product are decided by the Parent company hence, no inputs from the child organization is allowed in this matter. Hence, the concerned company has to accept all the terms and conditions that are provided by Amazon. 
Now if the company needs to choose one of these options, it is recommended that the company must go for the first option. Though it costs more but choosing this option will be helpful for the company to enhance the amount of sales which is a great indicator for the future survival. 
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