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Introduction

A manufacturing organisation need accurate and reliable information about the market and customers to make its prediction. Future is uncertain but managers have to predict the company's future events accurately as much as possible. If managers able to predict future with accuracy, then it is sure that the organisation can be reached its desire peak point. Variance analysis is one of the necessary tools to find the difference between company's expectations and the reality. In below some of variances of XLG is analysed.   

PartA

Management accounting is the continuous progress of collecting information from different sources then analysing the collected information to pick up the most accurate, real and concrete financial information so that this financial information can be provided to the organisational decisions makers. The information from management accounting is essential as this department provides the processed information so it has great impact over the organisational planning and decisions making process (Lanen, et al., 2020). A manufacturing organisation needs accurate and relevant information to predict future sales and customer's demand. Manufacturing organisations need to find out the proper quantity to produce and distribute to the customers. So management accounting greatly helps the different departmental managers basically production managers to manage production and predict the accurate future events by providing relevant financial information. 

In this part I have to find out some mathematical solutions of XLG organisation. We are given some information to find out the solutions. 

I. Find the sales price variance 

We are given 

	Description 
	Product (X) 
	Product (Y) 

	Actual quantity sold   
	850
	750

	Actual selling price   
	£45 (per unit)
	£37 (per unit)

	Standard selling price   
	£35 (per unit)
	£30 (per unit)

	Expected sales volume  
	595
	595


To find out the sales price variance the formula is 

AQS*(ASP - SP) 

Here AQS= actual selling price 

ASP= actual quantity sold

Standard price  

So the sales price variance for product X will be 
	Formula
	Products X
	Product Y

	AQS*(ASP - SP) 
	850*(45 - 35) = 8500


	750*(37 - 30) = 5250




II. Find the sales volume contribution 

To find out the sales price contribution variance the formula is 

ASV* ASP - ESV*ESP

Here 

ASV= actual sales volume 

ASP= actual selling price 

ESV= expected sales volume 

ESP = expected selling price     

So sales volume contribution variance for product X and Y will be 

	formula
	Product X
	Product Y

	ASV* ASP - ESV*ESP
	(850*45) - (595*35) = 17425
	(750*35) - (595*30) = 8400  


III. Find the material price variance and material operational variance from the given information 

We are given 

	Descriptions 
	Price and quantity 

	Total quantity sold (X, Y) 
	1600

	Actual standard selling price   
	£2.5

	Revised price 
	£4.5

	Actual price paid
	£3.7


The formula for finding the MPPV is 

(SP - RP)*AQ 

Here 

SP= standard price

RP= revised price 

AQ= actual quantity     

So the Material price variance will be 

	Formula 
	value

	(SP - RP)*AQ 
	(2.5 - 4.5)*1600= - 3200 (unfavourable) 


Material price operational variance will be 
	formula
	value

	(RP - AP)*AQ
	(4.5 - 3.7)*1600= 1280


IV. Evaluate the advantages and disadvantages of using variances to measure the manager's performance

Variance analysis is the way of identifying the reasons of variation in expectation and actual action. Most of the organisation do variance analysis to find the what is the difference between their expectations and reality. This analysis also done for knowing how accurately managers can predict the company's future events (Sahai, and Ojeda, 2013). If there is no variance what managers expected and what actually happened, then it can be said that the managers are skilled and professional. 

Advantages and disadvantages  

Variance analysis is one of the useful tools to measure the manager's performance. Because in this process manager's eligibility can be identified whether they are foresighted or not. This analysis also helps an organisation to become proactive to achieve its planned targets (Scheffé, 2010). It helps the organisation to identify the potential risk and mitigate the risk which can be built trust among the team members within the organisation. When variance become smaller that means it comes close to expectations then the organisation can easily be achieved its future target. But if variance become larger than expectations then it will be difficult for an organisation to reach its planned objectives and goals within the given time period. 
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By using variances analysis manager’s performance can be measured. If variance close to zero, then it expressed the manager's eligibility. But there some disadvantages like inly seeing the variances cannot actually measure the manager's performance because there are so many things are related to measure the manager's performance (Bhatta, 2010). Only variance analysis is not show manager's actually eligibility. Variance analysis only a part of measuring the manager’s performance. There need long time to find the effect of variances. Monitoring and controlling may be delayed berceuse of variance's long time effect. To examine the effect of variances there need also long time.                                       

So let’s come to our main body that we are given in the assignment brief. From the above analysis of variance of XLG organisation we found different solutions of variances. What we found, the company's 

Sales price variance was 8500 for product X and 5250 for product Y. This is a positive sign for XLG organisation as the sales price variance become positive. The company predict that it will sell 595 units of product X and 595 units of product Y. But the actual sales become higher that its expectations. Though actual sales price was higher than it prediction but it can be said that managers were not able to predict the actual future. They predicted less quantity and lower price of their products but actual situation was not that. So though positive selling price is good for the company but if we think about manager's eligibility then we can say that the managers of the company failed to predict the future events accurately. 

Now comes to the sales volume contribution variance. The company’s SVCV for product X was 17424 and for product Y 8400. Here the result also positive that favour the company. From this side, we can also see that sales contribution variance also higher that the company's expectations it is also a favourable result for the company but when we think about the performance of manager then it is easily said that managers failed to predict the future events accurately for the company.  

Now let’s measure the manager’s performance from the side of material price variance. The material price variance of the company was - 3200 which is unfavourable. The negative result of material price variance indicate that managers also could not accurately predict the material price for the products X and Y (Lal, and Srivastava, 2013). The material price was higher than the managers expected that is why material price variance become negative. 

PartB 

Introduction

No country is self-depended in the case of factors of production. Some countries are labour intensive and some re capital intensive. But the global business market makes organisations able to have the factors of production from other countries easily. But as so many options are available now so organisations have to consider so many related things before go for international trade (Gregoriou, and Finch, 2012). In the following report, it is described how should XLG make its importing decision and an appropriate decision provided to the company whether it should keep produce its ingredient or it should import from other country.                          
Analyse How imported FamaQ affects the XLG company during this lockdown along with analysing whether XLG should keep import or produce FamaQ in the UK
For the globalisation of production, organisations around the globe collect their raw materials from different countries. Because, in different countries price of raw materials also different that is why organisations find the country from which they can collect their necessary raw materials with lower price (Horngren, et al., 2014). This globalisation of market gives competitive advantage to the organisations. 

From our assignment brief, we see that XLG is one of the leading cleaning products manufacturing company that is situated in the eastern part of the Britain. The company generally produced two cleaning agents named product X and product Y. The company is operating its operation in the market which is highly competitive. Though the market is highly competitive but the company have in leading position by providing the high quality products to the customers. Everything was going well but Covid-19 has broken down the market condition. For this pandemic the government of UK enforced lockdown. That is why the company cannot operate its regular business activities as it was do before lockdown. So XLG now operating its operation thorough online. All of its sales now move to online. The ingredient named FamaQ which the company imported from Brazil is now difficult to achieve for nationwide lockdown. Another thing is that the price of this ingredient also increased for this pandemic. The standard price of FamaQ was 2.5 but now its price become 4.5. Other thing is that FamaQ gives competitive advantage to XLG company. If the company produce this ingredient in the UK, then it needs £3 per units.   

Now comes to the main task that I was instructed in assignment brief. The task is whether the company should import FamaQ from Brazil or producing it in UK. 

To say that the company should import it from Brazil or producing it in UK, there need some explanation. 

If the company import FamaQ from Brazil, then it need to actually pay £3.7 per units. The standard price of this ingredient is 2 5. But as the company have to bring this ingredient by air transport that is why per unit price increased. Along the price of FamaQ the actual product price also increased because of high demand in the market. Company's expected price for X and Y is £30 and £35 respectively but the actual price received is £45 and £37 for X and Y. Though price of ingredient increased but as actual price also increased them the company will not face any losses if it imports FamaQ from Brazil.  

Though it seems that the price of this ingredient (FamaQ) increased but along with the original price of products X and Y also increased so it will be beneficial for the company to continue its production with this ingredient. If the look at the mathematical terms then we will clear about this. Producing each unit of X and Y need 1 units of FamaQ and which price increases from £2.5 to £4.5. Price increased only £2. XLG expected that it will have £35 for product X and £30 for product Y but actually the company achieved £45 for product X and £37 for product Y. So the company is in profitable state as actual price exceed the expected price. If it imports FamaQ from Brazil with slide higher price it will not bear any losses. 

Now comes to the second option that is producing FamaQ in the UK except importing it from Brail. In this case XLG have to bear £3 for each unit of FamaQ while importing from Brazil need £3.7. Producing this ingredient in the UK also need less time for delivery. About 15 days reduced to deliver the ingredient if the company produce it in the UK. 

Another thing is that, the demand of X and Y increased by 45% during this lockdown as people become more concern about hygiene. Market research also predict that the demand will continue. Demand increased by 45% but ingredient price is not so much increased. Price of FamaQ increased only £1.2 that is 40% of actual price. So though price of FamaQ increased but product demand also increased in larger amount. 

In general, it seems that producing FamaQ is beneficial for XLG but we have to think about the quality of this ingredient. XLG able to maintained its market leading condition for its customer's satisfaction. From the assignment brief it is also seen that the customers of XLG are satisfied enough about the company's service and customer retention rate also high as it is in the leading position in the market. So the company needs to concern about the quality of FamaQ. Because product quality attracts the customer’s attention (Bhimani, et al., 2012). Though it can produce FamaQ in the UK with only £3 but if the quality of this ingredient decreased for producing it in the UK then quality of the products X and Y also may decrease. The customers of the company are satisfied only for providing the quality products but if it starts to produce and deliver less quality products then it is sure that it will lose its market share and lose its customers also. 

There are some risks associated with importing FamaQ from Brazil. The most significant risk is higher price. There is also need higher delivery time to import FamaQ from Brazil thorough air transportation. Having ingredients in actual time the most important thing for a manufacturing organisation otherwise it become difficult to produce and distribute products to customers when they want (Murray, et al., 2012). For higher delivery time production may delay as a result the company may fail to produce and deliver products X and Y to the customers within less and accurate time. Though there is no mention about the tariff and tax of importing FamaQ from Brazil but there may be high tariff and trade barriers that may increase the price of FamaQ to import it from Brazil. Now let think differently, as lockdown exist around the world that is why XLG cannot importing FamaQ from Brazil but when will withdraw then price of FamaQ may decrease and it may come to its previous price. Then it will be beneficial for XLG to import this ingredient from Brazil again. So lots of things are related in this case. Before making decision the managers of the company have to consider some key points like……..
· Whether importing FamaQ is beneficial or producing it in the UK is beneficial in considering price that need to be identified. 

· Delivery time also need to considered by the managers of XLG, theu need to identified whether importing FamaQ required less time or producing it in the UK required less time

· Important thing that must need to be considered by the managers of the company is ingredient's quality 

· In the case of importing FamaQ the company need to reconsider the trade restrictions 

· Just in time delivery also need to consider as some production need just in time delivery because JIT reduce waste and time 

Decision
XLG should produce FamaQ in the UK rather than importing it from Brazil. From our above analysis we can come to a point that both time and money will be saved if XLG produce FamaQ within the UK. Along with long time there still need higher amount of money to import FamaQ from Brazil.                                                                                                          

Let assume that quality of FamaQ wull not decrease for producing it in the UK. At this stage XLG get two benefit, one is having the ingredient with lower price another one is reducing delivery time by 15 days.  
Conclusion

As the blessing of globalisation organisations around the world are getting so many benefits like globalisation of marketing, globalisation of market, production, factors of production etc. Different free trade area allows some countries to do foreign operation without any trade restrictions (Trebilcock, et al., 2013). In the above case we get some key points like organisations have to consider so many things before importing some ingredients from other countries. In this time of pandemic organisations also changed their production and operating policies as nationwide lockdown exist. XLG company fall in difficulties to identify whether it should import its ingredients from Brazil or not. After analysis some key points, it is recommended to the company to keep produce FamaQ in the UK.  
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