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Executive Summary
Management accounting is a type of accounting in which leaders assess their present condition in terms of their budget and actual costs to view the whole picture of their business before making any managerial decision (Dlamini and Schutte, 2021). It is also the method and discipline of monitoring and reporting concerning company operations through recognizing, evaluating, investigating, interpreting, and interacting financial information to the managers and shareholders to make short- and long-term decisions critical to company development. It specializes in quantitative and non-quantitative data, with the primary goal of providing managers with important information for approach and strategy creation.
In this paper, we examine Mr. Amana's tourism business, including the initial budget, flexible budget, actual costs, and their deviations. An analysis will be undertaken in the first portion of the paper. A complete report derived from the study will be created later, including some possible recommendations for Mr. Amana. Throughout the second half of the study, a full analysis of Mr. Amana's choice to engage in internet business will be provided, taking into account the relevant costs of doing so.
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Mr. Amana is an English tourist businessman who has had several challenges in managing his business due to the COVID crisis (Bartik et al., 2020). They do business thru the physical store and use their website as a means of communication. Companies have supplied a budget breakdown of their costs. Let's look at his company's variance analysis, considering the initial "budget, the flexible budget, and the actual cost".
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Part A
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F indicates Favorable and U is Unfavorable.
Working 1: 
Original budget = (2.50 x 100000) = 250,000.
Flexible budget = (2.50 x 80000) = 200,000.
Working 2: 
Original budget = (4 x 100000) = 400,000.
Flexible budget = (4 x 80000) = 320,000
 Working 3: 
Original budget = (1.50 x 100000) =150,000
 Flexible budget = (1.50 x 80000) = 120,000
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Variance analysis
A variety of criteria develop a variance analysis detailed reports for the tourist industry. According to Dopuch, Birnberg, and Demski (1967), cost variance analysis is critical in the tourist sector. It gives information for management cost control methods after providing data for costing. Anyone in a managerial position in the tourist industry or organization should set and stick to budgets that necessitate cost analysis to evaluate whether budget variants are worth investing time, money, and other assets in researching. These variance reports are useful for regularly assessing your sector's funding needs and determining if your sector is profitable or downsized in the next budget cycle (Wellever, 1982). Both are important to know when managing a department.
 Suppose you need to generate a variance report. In that case, you need to consider all the factors that can affect your current budget, such as Salary changes for new employees still in training, other long-term employees, equipment and inventory changes that can lead to cost discrepancies, efficiency changes due to process and norm changes, overtime due to pandemics and staff absenteeism, etc. (Tariq and Scherbak, 2021). Whenever examining budgets and variance analyses, any variances that fall outside of permissible bounds must be detected and probed as soon as possible to get back on track with the budget (Dempster, 2001). There will be less time for the administration to alter its procedures to go return on budget and decrease the influence of variables when several variables influence the budget building up monthly and variations are only examined quarterly.
We produced a monthly control analysis to assess the present state of this business that includes a static budget, a flexible budget, actual costs, and deviations in both activity and cost control. We analyze activity and expense control deviations to make suitable decisions, ensuring that no frivolous decisions are made. We could observe that activity and cost control variance are beneficial for Mr. Amana's business.
Variance analysis was done on both static and flexible budgets. The distinction between a static and a flexible budget denotes activity volatility (Finkler, 1985). Since the unit price is the sole variation between the two budgets (100,000 and 80,000), we modified the unit amount to examine the activity variation. We can infer that the variable expenditures have been lowered in every example of variable expense lower unit price. Even though overall fixed costs do not vary with adjustments in a unit (activity), fixed costs have risen due to a 20,000-unit fall in units sold in real activity (Nickolas, n.d.). As a result, fixed expenses per unit have risen.
In the bimonthly control report, we also ran a cost-control variance evaluation. Since it is irrational to compare actual costs to static budgets since the static budget employed a completely different unit quantity (100,000), but in fact, the unit was reduced (80,000) owing to the COVID circumstance (Yi et al., 2020). When we compared the actual cost to the static budget, we saw all the positive variations in the control report (Horngren et al., 2019).
As a result, we conducted a variance analysis for the flexible budget and the actual cost to resolve the cost variation. There is an adverse variation in materials, with 80,000 increases in real cost. Also, with the actual quantity sold, labor costs have climbed by 120,000. However, the building cost has been cut by 200,000 dollars. Throughout the case of fixed costs, we may also see a healthy budget. Although we understand that fixed costs did not alter as the units did. However, this firm has cut its fixed expenses by 45,000 dollars thanks to the shutdown. Rent was cut by 30,000 dollars, while 15,000 dollars cut the supervisor's compensation. Both occurred due to the lockdown; there were no more visitors. Therefore, there was no need to pay additional rent for the warehouses; in comparison, 15,000 dollars reduced the supervisor's compensation due to a loss in revenue. Because of the epidemic, material and labor costs have soared. We understand that practically all companies will remain closed in the year 2020. As a result, as they opened or operated their firm, they raised material and labor prices to compensate for their losses during COVID (OECD, 2020). The variable expenditures have grown as a result of this predicament, even though their unit sold remained less than the static budget.
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Recommendation 



To boost Amanda's tourist sector's efficiency, regulatory reforms would be required to reduce uncertainty and minimize the cost of operations. These performance factors would be critical for business restructuring and destination revival. The division of opportunities to monitor among various departments, institutions, and federal agencies makes it difficult to build a coherent reform plan. The state's 2018 "Blueprint for Legislative Improvements to Boost business Landscape," for instance, could not go far enough in defining tourism-specific reforms. Furthermore, while the continuous public-private conversation is important, it fails to adequately incorporate all players in developing a shared vision for the industry.
Coronavirus is an unusual issue, and companies would need to respond in an unusual way to avert widespread layoffs. It also isn't optimal; numerous establishments will aggressively cut expenses at this period by adjusting senior executive pay, cutting working days, and rejecting unnecessary travel and expenditure. While this may not always be popular with employees, these adjustments are eventually intended to safeguard them. Many companies also may feel compelled to postpone monthly payouts due in the coming months.

Conclusion
Maintaining hourly compensation while shortening the workday or converting certain staff toward part-time employment could be a more appealing option. Although it's critical to safeguard your employees and keep them happy, it's equally critical to maximize labor allocation and estimate staffing demands depending on day-to-day fluctuations in company activity. Perhaps a one-day lowering in the labour week can save the 10%, and several employees will indeed commit to working part-time hour shifts if they realized could save one‘s job (and then also give them time to search for additional work or family responsibilities). It may also be a great time to cross-train workers so that they can help out in other government agencies or responsibilities as required.
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Following the epidemic, the tourist sector, like other industries, has considered alternative modes of operation. Competitors of this company have also shifted to using the internet to do business, either selling or marketing, to attract clients' attention. This company could also go online because it has two options. This group has a website; however, it is just used to contact people and not for anything else. As a result, the company may sell and market its items online through its e-commerce website or Amazon. Before actually deciding on one of the two possibilities, consider the costs and benefits of each.
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If somehow the company intends to sell items through its own website, it will have to pay for delivery, network upgrades, as well as an IT programmer's salary in case of increase listed variable and fixed expenses.
	Fixed costs
	Amount ($)

	Rent
	170000

	Insurance
	100000

	Salary for supervisor
	35000

	salary for IT programmer
	35000

	Cost to set up delivery network
	150000

	Cost for upgrading the website
	50000

	Total fixed cost
	540000

	Total cost
	(100000 x 10.5) + 540000 = 1590000

	Total revenue
	100000 x 20 = 2000000



Cost-benefit analysis
	Total variable costs
	Calculation
	Amount ($)

	Materials
	280 000 / 80 000
	3.5

	Labour
	440 000 / 80 000
	5.5

	Overhead
	120 000 / 80 000
	1.5

	 
	 
	 

	Total variable costs
	 
	10.5



Therefore, the cost is rather substantial when we examine the past fixed costs incorporated in the new internet firm. So, let's suppose that the rent and supervisor salaries are tied to the branches that would be closed. The fixed cost therefore becomes (1,590,000-170,000-35,000) = 1385,000. Hence, when all fixed costs are included, the overall benefit from this choice will be 410,000 (2000, 000-1590,000), and if wage and warehouse rent are included in, the benefit would be 615,000 (2000,000-1385,000).
Cost-Volume-Profit analysis

Now let us assume that rent and wage are connected to the cities of Brighton, Birmingham, and Manchester throughout this study. As a result, such expenditures will be removed from our CVP analysis.


	Total variable
	10.5

	Total fixed cost
	335000

	Total selling price/unit 
	20

	BEP 
	335000 / (20 – 10.5) = 35 263 units

	
	




Hence, when Amana souvenir wants to cover its whole cost, it would have sold 35,263 copies, and we understand that when it goes online following conducting market research, it can sell 100,000 units every year. As a result, there is about 64 737 as the computation outcomes of is 64,737 (100,000-35,263) for the contribution margin unit, and the value is 615,000 (64,737*9.5). Option 1 highlights the following points:
· Based on the current market position, Amana Souvenirs can sell 100,000 pieces online whether it uses its own site.
· We didn't include payroll and rent charges in our cost-benefit analysis since Amana would close three of its locations if it launches its business on the internet, and we thought that such costs are tied to those three branches.
· It could be observed that Amana could gain from this choice after addressing all of its expenditures by simply assuming the applicable charges.
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Option 2
Cost-benefit analysis

Total Variable cost = 10.5 Total Fixed cost 
	Fulfillment fees
	50000

	Insurance
	100000

	Total fixed cost
	150000

	Total revenue 
	65000 x 20 = 1300000

	Total benefit
	1300000 – 150000 = 1150000



Amana Souvenir also offers an online shopping option thru Amazon. We would analyze, as, within option 1, both pay and rent are considered relevant costs and the same as without them as relevant costs. From the above table cost-benefit analysis, we could see that if just two fixed costs are included, the profit would be 1150,000. Whether those two charges are taken into account, the benefit would be (1300, 000-150,000-170,000-35,000) = 945,000. Therefore, when we evaluate the necessary expenditures (compensation and rent), a profit of 945,000 would be generated.

CVP analysis

[image: ]

Whether the two expenses are taken into account or not, if Amana adopts this option, the contribution margin unit would be (65,000-15789) = 49,211. The result of (355,000/9.5) equals 37,368 BEP units, resulting in 27,632 contribution margin units. There may be a few things to bear in mind with this option: Amana will have to fight against other Amazon competitors and produce multiple goods. We're all aware that Amazon is an online platform where people may browse, choose, and discard things. As a consequence, Amana will be unable to engage if it does not produce special features. In reaction to market demand, sales will increase. As a result, they may need to spend money on advertisements to generate market demand. And, in order to stand out, its personnel costs may be high. Since Amazon will handle the price structure, Amana had little effect.
Recommendation
We did research groups for each option to assure gain earning, and use of CVP; we can predict what the cheapest sale is for each option if all fixed and variable expenses are considered. Option 1 has a higher fixed cost since Amana, as a physical business, needs to start its own internet firm and has no online resources to begin with. As a result, hiring an IT expert to help with the upgrading would cost money. Yet, if it uses Amazon as an internet website, it will save money and have fewer sales whereas if it had its own website, but the gain will outweigh the disadvantage.
The major downside of option 2 is that the company will lose control over its pricing structure and would be unable to establish a return policy. They should face tough competition from Amazon. Choice 1, in comparison, may have a greater cost, but it will result in a bigger volume of sales, and several of the costs, such as upgrading and shipping costs, may fall later. However, such an option will benefit the company in the long run. They may continue to use this option after the COVID issue has passed, and they can serve consumers both online and offline. Furthermore, they will also have complete control over all operations, and the new website will draw customers to the items. Therefore, I would advise Amana Souvenir to select Choice 1 since this option has a bright future and may benefit this firm in the long run by improving its operational abilities and expanding their market share.
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Particular Original budget 

A

Flexible budget 

B

Actual cost 

C

Activity variance 

A - B

Cost Variance 

B- C

Units 100,000 80,000 80,000

Variable cost

Materials (Working 1) 250,000 200,000 280,000 50,000 (F) -80,000

(U)

Labor (Working 2) 400,000 320,000 440,000 80,000 (F) -120,000

(U)

Overhead (Working 3) 150,000 120,000 120,000 30,000 (F) -

800,000 640,000 840,000 160,000(F -200,000

) (U)

Fixed cost

Warehouse rent 200,000 200,000 170,000 - 30,000 (F)

Insurance 100,000 100,000 100,000 - -

Supervisor salary 50,000 50,000 35,000 - 15,000 (F)

350,000 350,000 305,000 - 45,000 (F)

Total overhead cost 1,150,000 990,000 1,145,000 160000 (F) 155000 (U)

Mr. Amana’s Monthly Control Report
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Total fixed cost 150000 (no salary and rent)

Total variable cost per unit 105

Total Selling price per unit 2

= 15.789 units

BEP 150 000 / (20 - 10.
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