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[bookmark: _Toc112874420]Introduction
The tourism and travel industry are one where accounting is critical, particularly in recent years after the COVID-19 pandemic. The effects of different accounting methods are impactful on the success of businesses, and it is easier to tell how changes occur through control reports. An analysis can study the budget and constraints on Amana Ltd., a family-owned business, to discover what works to bolster a company struggling in the industry's current conditions. The change in prices and how online businesses can cut costs will be vital to this current study. The results should show how to navigate accounting management in the industry successfully.
[bookmark: _Toc112874421]Part A
i. [bookmark: _Toc112874422]Control reports presenting the original budget, flexed budget, and variances
	Control reports are generated to regulate management strategies under the umbrella of management accounting. These reports are meant to notice anomalies from the performance that was planned, however, there will be no wasted time in implementing required changes. Using this control report, management will be able to guarantee that an accurate evaluation of the efficiency of Amana's internal auditing over the accounting information is performed.
Budgetary Concerns
It is important to note that there is an original and flexed budget. The original budget is not privy to changes and is inflexible. It would be executed over a set period and commonly would have a specific goal, such as carrying the company through a particular problem. There will be set resources, which are commonly also unlikely to change (Pei et al. 2011). The difference in work activities and how it compares to the original budget are essential considerations for accounting management in the industry. It helps inform future decisions. However, a flexed budget considers beneficial cost variations, including effective cost management and how a company can change its budget to make positive adjustments. It includes predicted revenue and expenses and will include an appraisal of progress made by the business.
Variances
It is the change between the actual budget and either the original budget or the flexible budget that indicates whether the outcomes were positive or negative (Hess & Hess 2018). The following is a breakdown of the variances, based on the data that is currently available, as presented in Table 1.
Table 1. Control report for original budget, flexed budget, and variances.
	Items
	Cost per unit
	Original Budget
(£)
	Flexed Budget
(£)
	Actual Budget
(£)
	Variances

	Units
	
	100000
	80000
	80000
	

	Selling price
	25
	25
	25
	20
	5 HF

	Revenue
	
	2500000
	2000000
	1600000
	(400000) UF

	Variable costs:
	

	Materials
	2.50
	250000
	200000
	280000
	(80000) UF

	Labour
	4
	400000
	320000
	440000
	(120000) UF

	Overhead
	1.5
	150000
	120000
	120000
	0

	Contribution
	17
	1700000
	1360000
	760000
	(600000) UF

	Fixed overheads:
	

	Warehouse rental
	
	200000
	200000
	170000
	30000 F

	Insurance 
	
	100000
	100000
	100000
	0

	Fulltime supervisor salary 
	
	50000
	50000
	35000
	15000 F

	Profit 
	
	1350000
	1010000
	455000
	555000 UF



ii. [bookmark: _Toc112874423]Amana's performance in 2020 utilising the control report
	Amana Ltd. is the focus of this current study, and its operations span four decades. The company has been experiencing a struggle in finances the same way as many others in the tourism industry. Their issues are primarily due to the COVID-19 pandemic. A crucial element in their business operations is conducting a performance evaluation to see where they can cut out redundant aspects of their business through typical quality management philosophy. Aboyassin (2008) describes the means to execute these essential structural changes through a performance-enabled reengineering (PER) method that would compare the different attempts made by Amana Ltd. to remain profitable and to avoid the worst effects of the COVID-19 pandemic.
There are some critical changes by Amana Ltd. in approaching current issues: cutting prices to reflect a lower income from sales and increasing business prices. The latter was a standard change for many in the industry to reflect persisting problems. Analysing Amana Ltd.’s finances in 2020 and assessing its performance shows that April 2020 was challenging due to lockdowns due to the COVID-19 pandemic, but the company would recover over time (Aboyassin 2008). This current analysis will go over how the business avoided the worst outcomes of the pandemic. 
Rise of Costs
The price of materials would rise over the pandemic, which would contribute to prices and costs for Amana Ltd. Raw materials would become more expensive as other companies would experience the same issues. The company’s primary revenue stems from sales, so this increase would be passed on to customers and affect the business’ bottom line of profit. The operating costs would rise and precede a change in how the company approached pricing. Indeed, Amana Ltd. would see increases across its entire line of products and offers to tourists and travellers. It would mean a change to their overall business approach and project management and would result in an overall increase in spending. The increase s would be the most problematic issue for Amana Ltd. in the current environment. Cutting back costs while retaining the same profitability is difficult, especially with the risk of another pandemic or the potential for another increase in raw material pricing. 
Selling Price Changes
The changes to the tourism industry would require a change in selling prices, and commonly it would mean a necessity to lower them. It would encourage customer interest in travel companies' services and help create an attractive product. The COVID-19 pandemic severely impacted interest in traveling, and these measures were required to entice the same customers (Aboyassin 2008). Understanding how Amana Ltd. would need the same interest for their business models to function is crucial. It requires an aggressive pricing change that appeals to the same customers or makes up for a sudden loss of customers with new ones.
An overall price reduction would impact the company negatively because of the rise in costs. It was a situation brought on by the COVID-19 pandemic because companies are facing similar issues. However, unlike some other industries, the profit in the tourism industry comes from selling services and products. Lowering prices will narrow the profit margins for companies like Amana Ltd (Aboyassin 2008). Nonetheless, ensuring the company would retain the same profitability during the pandemic was necessary. The competitiveness in the tourist industry is high, and these measures helped keep Amana Ltd. ahead of its rivals. This edge is how the business would stay profitable long-term.
iii. [bookmark: _Toc112874424]Recommendations for improvement
To improve the prospects of the company, certain effective and important ideas can be made to the CEO of Amana Ltd, and these recommendations concern a decrease in the selling price. They are as follows:
The company must revaluate the price at which they are selling their products to guarantee that they are using a sustainable pricing plan that will not only help the company, but also the consumers and the environment. Reviewing the selling pricing should be done once quality assurance has been completed. Since the unexpected decision to cut the selling price was just for the short term and does not have any long-term advantages for the company, the primary objective of the assessment will be to achieve long-term profitability for the company.
Amana Ltd. must keep a close eye on the pricing structure if there is a rise in the cost of commodities. This is because an increase in pricing might have a significant impact on the company's bottom line. This may need devoting a significant amount of time and money to recuperate. Because of this, it is critical to guarantee that the company's business model is subjected to effective monitoring. Afterward, the company must make certain that the expenses of the materials are maintained under budget without sacrificing the quality of the products or services that they provide. Because of this, Amana Ltd. should consider the possibility of considering a more cost-effective vendor that has a solid track record of inventory management. This will allow the company to keep its selling prices flexible and sustainable, while also allowing the business to maintain quality control over its products and services while maintaining lower prices.
[bookmark: _Toc112874425]Part B
	There are many ways for competing businesses to utilize methods to promote their products in new cities by moving online. Sites like Amazon now generally conduct much of the sales in Europe and the UK and are a competitive advantage for many companies (Aboyassin 2008). Indeed, Amana Ltd. might benefit from going to Amazon or a similar company. They need to consider various problems with this approach, such as the fulfilment fees of using the sites. There needs to be a network created to facilitate these changes and to consider what employees would be needed to make it a positive change. It might not be helpful for every business because of individual issues. Amana Ltd. may be an example of a company where it is not worth the cost to commit to these changes. There must be recommendations based on the costs, prices, and potential growth of choosing to go online or retain current practices.
The Preferable Alternatives and the Rationale
When compared to the agreement with Amazon, there are a greater number of considerations that need to be made before the creation of a separate website for the company. In this scenario, the company must first establish the distribution channels, and then it must update the website. This is because the company needs to give the effectiveness and productivity of the website in terms of delivering high-quality services and products through the website. Amazon has reached the pinnacle of success in this field because of the calibre of its website and the effectiveness of its operations. Because of this, it is quite challenging for the company to guarantee that the website has the greatest possible standard and the highest possible efficiency. The website of the company must be continually examined and managed, which means that the company must hire an IT programmer to work full-time. This programmer will be responsible for checking and managing the websites, as well as updating a variety of concerns regularly.
If the company conducts business with Amazon, there is no need for the company to be concerned about this problem; nonetheless, the issue that will be the most obvious in this scenario is the inability to control price and return policies. This implies that Amana does not have control over its pricing structure when it is used on the Amazon platform, which indicates that the firm will be adjusting the prices it has stated. In addition, the company is unable to implement a return policy since doing so would have a detrimental impact on the overall efficiency as well as the image of the company. Although Amazon will sell a lower volume of products under the assurance that they have offered to Amana Ltd. The establishment of a separate website for the firm has the potential to bring about an increase in sales of the products and services it offers.
Table 2: The relative prices of diverse options open to Amana Ltd.
	Various Options
	£

	Option-1: Developing a new website to promote business

	Cost of setting up a delivery network 
	150,000

	Cost of upgrading the current website to manage a large volume of sales
	50,000

	Pay of a full-time IT programmer per year
	35,000

	Total cost 
	235,000

	Guaranteed sales units per year
	100,000

	Option-2: Trading through Amazon.com

	Amazon fulfilment fees 
	50,000

	Total cost 
	50,000

	Guaranteed sales units on Amazon per year. 
	65,000


According to the data shown in Table 2, the overall cost of constructing a new website for a company is about four and a half times greater than the cost of the arrangement with Amazon. Even though the price will be substantial, the company will be able to gain control over its pricing and its refund policy in addition to increasing its sales. This justifies the decision to go with this alternative. In addition, the business has been around for forty years, therefore it is high time for it to get digitalized to stay up with the latest developments in the industry.
Proposed Solution’s Benefits and Drawbacks
These courses of action may come with advantages and drawbacks, and it is up to the company to choose how significant these advantages and disadvantages are (Pie et al. 2011). It was decided to establish a new website, and we are trying to examine this decision's positive and negative effects on the company moving forward. 
Benefits and Drawbacks of a Website
A potential solution for Amana Ltd. would be to create a new website to entice new customers. These would replace some of those who left the business during the pandemic. It would draw in necessary revenues to recover the company to its previous state. However, there are drawbacks to this approach that should be considered. Indeed. Amana Ltd. is a traditional, family-run business, and its old customer base might not get much use out of this website. While it can serve the primary purpose of inviting in new customers, it does run the risk of wasting valuable revenue on a new venture that is no guarantee to help resolve issues. However, research supports that such moves help companies gain the necessary revenues and resolve income-related problems (Pei et al. 2011). Amana Ltd. should weigh the positives in deciding whether they want to make this move.
There are several ways to create a website, one of them being to hire staff to run the enterprise. Another potential approach is to reach out to a third party not associated with Amana Ltd. These solutions will have different costs and effects on the business, which should be considered.
Relative Costs Factors
Amana Ltd. must consider some crucial factors with associated expenditures before developing its new website. 
Table 3: Factors that influence a new website.
	Developing and maintaining a new website to promote business
	£

	Cost of setting up a delivery network 
	150,000

	Cost of upgrading the current website to handle a large volume of sales
	50,000

	Pay of a full-time IT programmer per year
	35,000

	Total cost 
	235,000



£235,000 is the expense of developing an online website. The investment has ensured that the firm may sell 100,000 units annually. However, the expenses of establishing a distribution network and maintaining the website remain constant. The income of an IT programmer might change from year to year, depending on whether the company decides to raise pay. There is a possibility of an increased cost for the company. The cost per unit will be £2.35. 

[bookmark: _Toc112874426]Conclusion and Recommendations
The original and flexible budgets are the most important considerations as they show the actual result against the prediction. Amana Ltd. should compare the results of their actions and what they predicted to see if they wish to continue with their current approach or change. There are other ways the company can resolve its money flow issues, such as creating a website. However, this solution brings with it unique benefits and drawbacks. Nonetheless, Amana Ltd. has slightly recovered since its worst period in April 2020. These approaches should help the business and show the potential for businesses in the same position after the pandemic.
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