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An English tourist trader named Mr. Amana has been having difficulties running his business as a result of the COVID crisis. They have a physical location for their company, but they engage with potential clients and business partners via the usage of the internet through their website. It has been determined that costs have been split and divided again into appropriate percentages. According to the graph, this is a comparison of his company's initial budget with its flexible budget as well as its actual costs.
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Monthly control report
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Report on Variance analysis
Examining a monthly control report, which includes both static and flexible budgets, as well as actual spending and deviations in both activity and cost control, among other things, may help identify the present condition of this firm. This report may be accessed at the following URL. Taking a look at both activity and spending control adjustments at the same time makes it difficult to make a sensible judgment on where to place our emphasis in our decision making. Adapting to changes in activity and spending management is advantageous to the bottom line of Mr. Amana's organization (Ceil, 2019). In this booklet, one will find a great lot of valuable information. The contrasts between static and flexible budget modifications have already been discussed in depth in this context. 
As seen by the difference between static and flexed budgets, budgeting with flex is more flexible than budgeting with a static approach. All that differences between the two budgets is the cost of specific items (100,000 and 80,000). Simply changing the unit value will indicate the difference in activity, and it can be seen that the variable expenditures have been lowered in each of the examples (Jasim and Raewf, 2020). While overall fixed expenses have stayed unchanged, per unit fixed expenditures have grown as a consequence of the 20,000-unit decrease in sales volume. As a result, the fixed expenditures per unit of output have grown as a result of this. A cost-control variance analysis is also included in the monthly control report, in addition to other information. 
Therefore, comparing real pricing and static budgets based on completely different numbers of units of measure is absurd since they are essentially incompatible with one another (100,000 in a static budget, but the actual number of units is 80,000 dues to COVID). According to the control report, all of the positive variations between the actual costs and the static budget have been captured and are available for analysis (Urkayev et al., 2019). As a result, we conducted a variance analysis on the difference between the expected budget and the actual costs in order to determine what was driving the cost divergence. As we can see, the real cost of materials has increased by a factor of eighty thousand during the last eighteen years. 
Since the rise in sales has occurred, the cost of labor has grown by £120,000, which is a result of the increase in sales. As a consequence of this, the overall cost of building has been cut by £200,000, notwithstanding the difficulties. As an additional point of interest, we can see that the budget for recurrent expenditures has been well set (Skorev et al., 2020). No of how many units were added or removed from the mix, we know that fixed costs did not change regardless of whether the number of units was increased or decreased. As a consequence of the lockout, this firm has been able to lower its fixed expenditures by £45,000 each year, resulting in significant savings over the long term. In addition, the rent was lowered by 30,000 pounds and the supervisor's salary was reduced by 15,000 pounds. 
The fact that the city was closed meant that there were no visitors to the warehouse in both situations, and as a result, there was no need to pay more rent for the warehouse in either situation. In response to the epidemic, material and labor costs have soared (Vale et al., 2022). The fact that the majority of enterprises will be dissolved by 2020 is already well known. Because of the losses they sustained during the COVID period, they have increased the prices of goods and labor to make up for the losses they sustained when their firm was open or in operation. Therefore, even though they sold fewer units than the static budget allowed for, their variable expenses increased as a result of this.
Recommendation on areas of improvement
The government has set travel regulations, which puts Mr. Amana's tourism company at a competitive disadvantage in a competitive market. However, there is still room for improvement in terms of the structure of the company's costs, which is a positive development (Williams, 2019). Several suggestions have been made in light of the findings presented in the preceding part of this report. According to this company, the cost of raw materials has grown, which is a negative trend. Given the fact that they are in the business of selling tourist souvenirs, they need a varied selection of items that may be offered, as well as the resources to manufacture them. 
For example, they should negotiate a fixed-price contract with their supplier in order to be able to cope with price fluctuations in the event of a lack of raw materials in their business. An organization may opt to do its own vendor vetting in order to determine if the vendor is supplying high-quality commodities at a reasonable price. It is possible to identify and contact suppliers after completion of the verification method, and this will help the organization develop a long-term commercial partnership that will be beneficial to all parties involved. Given that commercial techniques have not yet become conventional, they may choose to contract with a select group of workers who will be capable of constructing the memorial in a professional manner, and negotiate a fee with them directly (Ceil, 2019). 
Corporate overhead costs, such as administrative and sales expenses, are included in a company's total overhead costs. It is possible that they may be able to save money by cutting down on some of their administrative expenses as a result of the decrease in sales. According to the budget, overhead expenditures have been accrued, demonstrating that they were incurred even though the facility was closed for maintenance (Skorev et al., 2020). Consequently, they may be able to find methods of reducing their operating expenses, at the very least in the event of a pandemic. It is probable that the warehouse rent will be reduced as a result of the current circumstances. Because of a decrease in sales, it is no longer necessary to have surplus inventory on hand. 
Depending on the existing scenario, there are a range of approaches that may be used to reduce this rental expenditure. They should take advantage of the existing market opportunity to sell their products online and try to enhance their overall sales volume (Vale et al., 2022). After a period of time when everyone is on lockdown and starts feel restless, they want to decorate their houses or purchase anything that will make their homes look more desirable to others while they are on lockdown. As a result, they will be forced to begin selling their items on the internet as soon as possible.
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The tourism sector, like other industries that have been affected by the virus, is seeking for other ways to do business. Consumption has become more aware of alternative means of conducting business as seen by the adoption of such tactics by rivals. Online selling and marketing, for example, have attracted the interest of consumers. This corporation has two alternatives when it comes to using the internet to market its products and services. The fact that this organization just has one website does not rule out the possibility that it is utilized for other purposes as well. Because of this growth, the firm is now able to sell and promote its products on the internet, either via its own internet business website or through Amazon.com, as a direct consequence of this development. Think about the advantages and disadvantages of each option before deciding on which one to pursue further.
Option 1
Additionally, if the firm chooses to sell items via its own website, it will be accountable for the price of delivery, network maintenance, and the pay of an information technology programmer, among other things, as well as the costs of marketing the product.
Cost-benefit analysis 
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When you include in the present fixed expenditures as well as the new internet service provider, the overall cost becomes quite high. Assume, for the purpose of argument, that the costs of renting a building and paying a management staff are associated with the closure of the branches in issue. This project will need a one-time investment of £1.385 million, which will be made in cash. When all of the fixed expenses are considered, the overall profit from this choice is 410,000 (2000,000 – 1590,000), and when just the wage and warehouse rent of those branches are taken into consideration, the total profit from this option is 615,000 (2000,000 – 1590,000). (2000,000-1385,000).
Cost-Volume-Profit analysis
The relationship between rent and wages is particularly high in cities such as Birmingham, Brighton, and Manchester, among other places. As a result, these expenses will be excluded from our study of the CVP.
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To cover all of Amana Souvenir's expenses, the company must sell 35,263 units. Based on market research, we know that the company can sell 100,000 pieces per year if it chooses to use online commerce to sell its souvenirs. In order to determine the contribution margin, multiplying the amount by the number of units in the unit of 100,000 units is used. As a consequence of this, we have a contribution margin of 64,737 pounds. When contemplating Option 1, there are a number of considerations to keep in mind. Assuming the Amana souvenir had its own web site, it could sell 100,000 pieces online based on current market circumstances. In addition, since we are assuming that Amana would close three of its physical locations if it goes online, we have not considered employee and rent expenditures in our cost-benefit analysis. Following payment of all of its fees and charges, Amana may be able to reap the benefits of this option if just the essential expenses are considered.


Option 2
Amana Souvenir now provides the option of selling their items online via the Amazon marketplace. A detailed cost analysis will be conducted in the same manner as Option 1, taking into consideration both pay and rent.
Cost-benefit analysis
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For example, as shown in the previous cost-benefit analysis, even if just two fixed expenditures are included, there would be a profit of £1150,000 in this situation. After subtracting those two costs, the profit is equal to (1300,000-150,000-170,000-35,000) = 945,000 pounds, which is a net profit of £1,350,000. When all of the expenditures (wages and rent) are considered, the profit is £945,000.
CVP analysis
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By picking this option for Amana, you will get the contribution margin unit of (65,000-15789) = 49,211 units. Taking these two expenses into account, BEP is 355,000/9.5 = 37,368 units. There are thus 27,632 units of contribution margin that are available for utilization as a result of this result. When making this selection, there are a few factors to keep in mind. Since Amazon is a crowded market with severe competition, it is necessary for Amana to develop a number of creative items in order to stay competitive. The team is well aware that Amazon is an online marketplace where customers may select and choose again, or just ignore the site altogether. As a result, if Amana does not provide differentiated products and services, it will be unable to compete with its rivals. In response to growing market demand, sales are expected to rise; as a consequence, the company may be needed to spend money on advertising in order to maintain or grow its market share. Furthermore, in order to differentiate itself, the company's personnel costs must be substantial. If Amazon controls the price system, it is likely that Amana will be unable to comply with Amazon's return policy, and if Amazon controls the pricing system, it is likely that Amana will have little influence on Amazon's pricing system.
Recommendation
It is necessary to do a CVP analysis for each option in order to determine the minimal number of sales necessary to achieve profitability. This analysis must consider all of the fixed and variable costs associated with each of the alternatives. Because Amana is a brick-and-mortar company, its fixed costs would be higher if it picked Option 1, as it lacks the requisite internet resources to get started. If it chose Option 2, its fixed costs would be lower. When choosing Option 2, the company's fixed expenses would be lower. Any expenses incurred as a result of engaging an IT expert to finish the project update will be deducted from the final billing amount. For example, when Amazon is utilized as a platform for online sales rather than having one's own website, the cost is lower and the number of sales is lower than when one's own website is used, but the benefit is much higher (Vale et al., 2022). Various negatives, including the inability of the company to govern its pricing and return procedures, as well as the fact that it would face fierce competition on Amazon.com, are possibilities with Option 2. Alternatively, despite the fact that Option 1 has a higher price tag, it will result in a greater number of sales, which will result in a reduction in some expenditures in the future, such as upgrade fees and shipping costs. Nonetheless, in the long run, this approach will be advantageous to the organization's bottom line as well. Although this option has been retired, it is still accessible and may be utilized both online and offline, regardless as to the present condition of the COVID situation. Aside from that, they will have total control over every element of its operation, and the new look of the website will encourage users to do their transactions there. The firm is likely to gain in the long run if Option 1 is selected, while also increasing their operational capabilities and expanding their market share in the area.
[bookmark: _Toc101792843][bookmark: _Toc101792871]Conclusion 
As the world continues to cure itself, there will be a rise in wealth, which will be advantageous to companies such as tourism, which have been adversely affected by the current conditions. The business should thus enhance all aspects of cost control so that it can begin working on its own recovery as soon as the usual situation resumes, rather than being compelled to wait until the typical scenario returns.
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Total Fixed cost
Rent = 170,000

Insurance = 100,000

Supervisor salary = 35,000

Cost of set up delivery network = 150,000
Cost of upgrading current website = 50,000
Salary of IT programmer = 35,000

Total fixed cost = 540,000

Total cost = 540,000 + (100,000*10.5) = 1,590,000

Total Revenu

1100,000%20) =2000,000.
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Total variable cost per unit= 105
Total Fixed Cost = 335,000
Total seling price per unit = 20.
BEP = Fixed cost/(SP-VP)|
=335,000/ (20-10.5)

=35,263 (unit)
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Total Variable cost = 10.5

Total Fixed cost

Fulfilment fees = 50,000

Insurance = 100,000
Total Fixed cost = 150,000.

Total Revenue = 65000*20 = 1300,000

Total benefit = (1300,000 — 150,000) = 1150,000.
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Total fixed cost = 150,000 (without rent and salary)

Total variable cost per unit = 10.5

Total Selling price per unit = 20

BEP = 150,000/ (20-10.5) = 15,789 units.
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Note 3: Overhead
Original budget = (100,000*1.50) = 150,000.

Flexible budget = (80,000°1.50) = 120,000




image2.png
*F = Favorable
*U = Unfavorable

Note 1: Materials cost

Original budget = (100,00072.50) = 250,000.
Flexible budget = (80,000°2.50) = 200,000

Note 2: Labor
Original budget = (100,000%4) = 400,000.

Flexible budget = (80,000°4) = 320,000.
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Mr. Amana’s

Monthly Control Report
Particular Original | Flexible | Actual cost | Activity Cost
budget | budget (2) [6) variance | Variance
(€] a1-2) 2-3)
LUnits 100,000 | 80.000 80,000
Variable cost
Materials (Note 1) 250,000 | 200,000 | 280,000
Labor (Note 2) 400,000 | 320,000 | 440,000
Overhead (Note 3) 150,000 | 120,000 | 120,000
800,000 | 640,000 | 840000
Fixed cost
‘Warehouse rent 200,000 | 200,000 [ 170,000
Insurance 100,000 | 100,000 | 100,000
Supervisor salary 50000 [ 50.000 | 35,000
350,000 | 350.000 | 305,000
Total overhead cost 1150,000 | 990,000 | 1145,000
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Total variable cost
Materials = (280,000/80,000) =35
Labor = (440,000/80,000) =55

Overhead = (120,000/80,000) =15





