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PART A 
i. The sales price variance and sales volume contribution variance. 
Sales Price Variance
Chemical X
S.P Variance = Actual Price – Standard Price x Actual Units Sold
S.P Variance = 45-35 x 1600
S.P Variance = 10 x 1600 = £ 16,000 F
Chemical Y
S.P Variance = Actual Price – Standard Price x Actual Units Sold
S.P Variance = 37-30 x 1600
S.P Variance = 7 x 1600 = £ 11,200 F
Analysis:
Sales price variance of chemical X is £ 16,000 Favourable which means there is increase in the sales of Chemical X by 16,000 due to increase in the selling price by £ 10 whereas Sales price variance of Chemical Y is £ 11,200 Favourable which also states that sales of chemical Y is increase because of increase in the selling price of Chemical Y by £ 7.

Sales volume contribution variance
Chemical X
= (Actual Number of Units Sold – Budgeted Sales x Standard Margin
= 850 - 595 x 25
= 255 x 25 = £ 6,375 F
Chemical Y
= (Actual Number of Units Sold – Budgeted Sales x Standard Margin
= 750 - 595 x 20
= 155 x 20 = £ 3,100 F
Analysis:
Sales volume contribution variance of chemical X is £ 6,375 Favourable which means there is increase in the Margin of Chemical X due to increase in the units sold by 255 Units whereas Sales volume contribution of Chemical Y is £ 3,100 Favourable which also states that margin of chemical Y is increase because of increase in the total number of units sold of Chemical Y by 155 Units.

ii. The material price planning variance and material price operational variance. 
Material Price Planning Variance
Original Standard Price – Revised Standard Price
2.5 – 4.5 = £ 2 A
Material price operational variance
Actual Price – Revised Standard Price
3.7 – 4.5 = £ 0.8 A

iii. Given the change in operations, critically analyse the merits and demerits of using variances in assessing managers performance
The Variance Analysis analyzes variations in financial statements of the organization, which are both approximate and true. In order to illustrate the points of change for the business, the reasons of the discrepancy among the existing conditions and the figures are investigated. It is also often a symptom of ambitious schedules, so schedules can be updated in those situations (Aithal, 2017).
In many other terms, the study of variability is a method to assess whether revenue and expenditure vary from those of the forecasted value of the measured year. It certainly explains why variations exist and how the negative volatility can be minimized. This effectively leads to increased financial planning.
A budgetary control disparity either is either positive (costs bellow or revenues above expectations) or unfavorable (costs above expectation or profits below expectations). The budgeting performance is either favorable or unfavorable whether it is not triggered by catastrophic incidents. The variations between an organizations’ capital and planned financial results. The reasons of the discrepancy among the final performance and the projected results would be evaluated to demonstrate the fields of business development (Qiu et al., 2015).
Each owners of the business has to have a strategy that outlines the strategic planning of running of the organization. A plan clearly demonstrates where profits come through and how the proceeds are invested on these purchases; the main goal is benefit creation. It is also a valuable accounting method to hold the company up to date with achieving its priorities while budgetary control is an effective preparation technique. Budget control and variability assessment offer crucial information that can assist the manager’s fast and efficient decisions that reach their aim (Qiu et al., 2015).
Benefits of using variance analysis
The below positive outcomes can be made from marginal costing in the decision-making procedure:
A.Competitive advantage: the identification of inconsistencies allows a corporation to meet its strategic goals proactively, allows detect possible risks and minimize them that ultimately create confidence in teams to achieve the agreed objectives.
B. trying to identify adjustments appropriate in the corporate strategy: in certain situations the need to re-evaluate the targeted consumer market or business service offerings can be calculated by matching expectations with actual performance. A budget is created with many theories. If these predictions mess up the economy, that may be attributed to a number of factors that the budget data are incorrect. It can also arise as a result of economic conditions or disruptions in the supply of goods and services to end consumers (Aithal, 2017).
C. Determine some management concerns: Variability analyzes will also give an overview into how much a business is operating. For example, when ordering a product, it might be possible to suggest management issues within the accounting department if quantity incentives or fair bidding cannot be managed. Furthermore, poor sales can also suggest a lack of sufficient preparation or morale of salesmen. When these things are solved, the gaps will go away as the company grows.
d. Risk management: The financial leaders gain information through the marginal costing that they use to recognize whether variances are manageable and unmanageable. When they are informed of this uncertainty, they are willing to apply measures to minimize the likelihood of these differences.
e. Creation of shareholder value: as a company implements appropriate inside controls, multidisciplinary arrangements, strong internal monitoring and a philosophy of satisfying obligations it gradually raises the likelihood that discrepancies will be beneficial and that market promises will be achieved or even surpassed (Zhou, Goh and Li, 2015). 

LIMITATIONS OF VARIANCE ANALYSIS
The assessment of variances is of enormous use to companies; that being said, it contains its very own disadvantages and limitations:
The differentiation assessment as just an exercise is driven by economic outcomes that are discharged much afterward after shutting down quarterly; there might be some time differences that could in some way represent the corrective action. Furthermore, in financial statement not all references of variability are accessible, that further makes it almost impossible to respond to differences.
 If budgetary control is not provided, the financial planning workout may be vaguely carried out, keeping in mind the details of the assessment of each component.
a. Timing delay: The accounts payable accumulate inconsistencies at the end of each month until presenting performance management. Staff needs a lot quicker input, in most situations and thus appears to focus on on-site danger signs or calculations (Sansaniwal, Sharma and Mathur, 2018).
b. Source of variance: The financial accounts do not include the bulk of explanations for the changes. Thus, the finance department must check documents like route options for labor, expenses for supplies and cash disbursements in order to ascertain the causes. These add-ons are only feasible if administration is able to address challenges effectively depending on the data supplied.
c. Detailed analysis: If the budgetary control is not carried out in terms of the thorough examination of variable, the financial plan may be carried out implicitly and independently from the existing figures. In such a case, the study of variances may not be prudent.
d. Conduction questions: S absorption costing may promote short-termism because of its intrinsic propensity to quantitative shorter-term targets and outcomes.
Another less desirable behavior between staff such as efforts to implement plan slacks may be encouraged as a consequence of a poor view of the normal costing and management accounting method within an enterprise.
Conducting concerns compared with sustainable expense and financial ratios may be handled by employee engagement through plan making in order to discourage them from finding the procedure unreasonable. The success assessment method of an enterprise often needs to be focused on a broad variety of reliability and validity metrics in order to enable managers to take a longer-term approach consistent with a tactical trajectory of an enterprise  (Matin and Chelgani, 2016).











PART B 
Given the risk posed by importing famaQ and how it has affected XLG during the lockdown, the management has required you provide a report assessing the decision to make famaQ in house in the UK or keep importing it from Brazil.
Competitive advantage 
Management monitor the production of famaQ from beginning to end as you produce XLG internally. This helps it to be versatile as and where fit. This is extremely helpful if XLG has to adapt rapidly to the demand and adjust the brand from a customer viewpoint so XLG needs to focus not on every other business or organization.
All are in charge of the operation from beginning to end while it is produced in-house. This helps it to change to fit as it sees fit. This is extremely helpful if XLG needs to easily adapt to the demand and to create a consumer-driven adjustment of the item as it is not there to go through - and dependent on another business.
Naturally, versatility is the biggest benefit for managing life at home. Install anything or attach a concept rather than calling organizations from the other side of the universe to alter it, one group needs to satisfy with the other team. Or have those to be modified, a concern or a new proposal; what you must do is notify the other agency. 
This peaceful and agile interaction helps enterprises to pass efficiently and effortlessly through the planning, innovation, product creation and manufacturing processes. If required, they can easily modify one field and respond almost instantly to trends in the marketplace.
Numerous problems can be illustrated by the example of subcontracted manufacturing. For eg, if the requirements of the market are changed and the manufacturer does not engage in this adjustment, it would have difficulties. Internal processing can be carried out rapidly and smoothly among architecture, engineering, brand creation and distribution. It is safer to overcome in-house. The production manager can first-hand reaches all divisions and allows direct contact if possible. This will accelerate the development method from the model. This pace will allow customizing items easy for consumers who want a customized service. Through fewer stable men it is easier to express with precise orders.
Maintaining production in-house enables contact efficiently and conveniently because of challenges such as differences between countries and time zones. The facts of the commodity have been learned. A key characteristic of the most profitable company in the UK is resilience and the ability to immediately respond to evolving business dynamics. In-house design makes it easy to shift course or to respond to new concepts or even market and enhance.
Throughout-house production is often a more economical way, particularly for companies that produce very custom-made goods or a limited number of goods. That's because the ties between both the pocket and the commodity are actually fewer in the supply chain.
Internal Brazilian producers also specify smaller board-size that is not only more costly, and also more dangerous if the item goes bad. In the other hand, small quantities can be assembled in a manner that lets you calculate at your own rate and keep product prices low.
Increase in the demand of Chemical X and Y 
The demand of the XLC chemical X and chemical Y is expected to increase by 45% due to increase in hygiene consciousness of the customers this will lead to an increase in the demand of cleaning products. XLG can use this as an opportunity to increase its productivity to fill the gap in the demand and supply of cleaning products. Since making famaQ in the UK will reduce the delivery time by 15 days allowing XLG to increase its production of both Chemical X and chemical Y to successfully meet the increasing demand of cleaning products in the UK. 
Cost of production in Brazil and the UK 
Making famaQ in house in the UK will also help XLG in reducing the cost of production as it will reduce the material cost which will increase in the profitability. In the second quarter of 2020 the actual sales volume of chemical X was 850 units which was sold at the unit price of £45 hence the sales revenue of XLG was £ 38,250 (850*45).  The standard margin for Chemical X is £25 and expenses are £ 20 hence the profits earned are £21250. At present the cost of outsourcing famaQ is £.3.70 while if the cleaning agent is produced in-house the cost will be reduced to £3.00 this will allows XLG to increase its standard margin to £25.7 resulting in an increase of profits by £595. So, the profits earned will be £21,845. This indicates that producing famaQ in house in the UK is more beneficial for XLG hence management must decide to move the production in house.  
Similarly, considering that same for chemical Y the sales volume for the second quarter of 2020 was 750 units which was sold at the unit price of £37 hence the sales revenue of XLG was £ 27,750 (750*37).  The standard margin for Chemical Y is £20 and expenses are £17 hence the profits earned are £15,500. At present the cost of outsourcing famaQ is £.3.70 while if the cleaning agent is produced in-house the cost will be reduced to £3.00 this will allows XLG to increase its standard margin to £20.7 resulting in an increase of profits by £525. So, the profits earned will be increased to £15,525. Hence management must decide to move the production in house as above explanation clearly indicates that producing famaQ in house in the UK is more beneficial for XLG.
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