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[bookmark: _Toc49353002]Introduction 
Management of accounting is one of the critical as well as crucial aspects of the organization that needs to be well supervised in the organizational workplace. It has been found that accounting of the organization should be well controlled for improving the revenue in the potential marketplace. In this aspect, it is needed to consider that business management ought to be done in a well manner. As for this reason, it is expected to improve the profitability of the firm in the latent marketplace. Moreover, it is required to consider the business related activities such as material variance as well as sales variance analysis in the potential marketplace. This assignment is going to emphasize the business of the XLG in the marketplace of a country like the United Kingdom. This assignment is going to elaborate the profit management by considering the variance of the sales as well as price of materials in the market. 
[bookmark: _Toc49353003]Part A 
i. Variance of sales price and volume of sales 
It can be feasible to analyze the variance of the price of sales as well as volume of sales in a well manner. In this regard, it is needed to consider the actual price and actual volume along with the budgeted volume and budgeted price. 
Sales price variance 
It can be possible to consider that variance of sales price should be evaluated in a systematic manner with the help of proper calculation as well as analysis (Herdjiono and Damanik, 2016, p. 136). In this regard, the calculation is done below: 
	Sales price variance
	
	
	
	
	

	
	
	
	
	
	

	Chemical X
	Amount (£)
	
	Chemical Y
	Amount (£)
	

	
	
	
	
	
	

	Budgeted price
	595
	
	Budgeted price
	595
	

	Actual price
	72000
	
	Actual price
	59200
	

	Actual unit
	1600
	
	Actual unit
	1600
	

	Sales price variance
	114248000
	Favourable
	Sales price variance
	93768000
	Favourable


Table 1: Variance of price of sales 
(Source: Calculated by the researcher)
The aforementioned table shows the favourable as well as unfavourable variance of the company on the basis of the chemical X and Y. It can be likely to focus on the selling price of the organization. It has been found that for the both products sales prices are favourable in the potential marketplace. 
Sales volume variance
On the other hand, it can be considered to explain that variance of the volume of sales is needed to be calculated (Barr and McClellan, 2018, p. 147). The analysis and calculation are given below in a specific note: 
	Sales volume variance
	
	
	
	
	

	
	
	
	
	
	

	Chemical X
	Amount (£)
	
	Chemical Y
	Amount (£)
	

	
	
	
	
	
	

	Sales price
	56000
	
	Sales price
	48000
	

	Total units sold
	1600
	
	Total units sold
	1600
	

	standard sales price
	35
	
	standard sales price
	30
	

	Sales volume
	850
	
	Sales volume
	750
	

	Sales volume variance
	47600000
	Favourable
	Sales volume variance
	36000000
	Favourable


Table 2: Variance of volume of sales
(Source: Prepared by the researcher)
The above table indicates the variance of the volume of sales for chemical X as well as chemical Y. It can be said that both prices are favourable in the potential marketplace. It describes the effectiveness of the account management of the organization like XLG. In addition to this, it is needed to improve the volume in the marketplace. 
ii. Variance of material price planning and operational variance of material price 
Material price of the products needs to be understood. As for this particular cause, it is required to focus on the operational as well as planning price of the material in the potential marketplace (Zietlow et al.  2018, p. 136). In addition to this, it is possible to consider the variance whether the price is favourable or unfavourable. 
Material price planning variance 
It can be stated that planning material price should be calculated in a particular manner. The analysis is outlined below in a detailed note: 
	Material variance planning
	
	
	
	
	

	
	
	
	
	
	

	Chemical X
	Amount (£)
	
	Chemical Y
	Amount (£)
	

	Original budgeted sales
	56000
	
	Original budgeted sales
	48000
	

	Standard margin
	4000
	
	Standard margin
	4000
	

	Material price planning variance
	224000000
	Favourable
	Material price planning variance
	192000000
	Favourable


Table 3: Variance of the material planning price
(Source: Generated by the researcher)
It has been found from the above table of the calculation that variance of the planning price of material is quite favourable in the marketplace. As for this reason, it is expected to improve the profit of the company in the market. It is required to augment the revenue in this regard. 
Material price operational variance 
In this context, it has been described that operational variance of the chemicals of the mentioned company can be analyzed with the help of the calculation (Atmadja and Saputra, 2018, p. 5). The evaluation is described below: 
	Material price operational variance
	
	
	
	

	
	
	
	
	
	

	Chemical X
	Amount (£)
	
	Chemical Y
	Amount (£)
	

	Quantity of actual sales
	5920
	
	Quantity of actual sales
	5920
	

	Standard margin
	4000
	
	Standard margin
	4000
	

	Material price operational variance
	23680000
	Favourable
	Material price operational variance
	23680000
	Favourable


Table 4: Variance of the operational material price
(Source: Formed by the researcher)
It can be feasible to elucidate that operational variance needs to be explicated with the help of the calculation. It has been detected that the variances are quite favourable for the organization like XLG. 
iii. Critical analysis of the demerits and merits of the variance 
In this phase, there are certain demerits as well as merits of the variance. These are listed below in a detailed note: 
Variance of price of sales
Merits: In this aspect, it is possible to analyze the sales of the company in the latent marketplace. In a country like the United Kingdom, it is needed to evaluate the price of the sales. It helps to understand the performance level of the finance manager (Fatihudin and Mochklas, 2018, p. 553). 
Demerits: Wrong calculation can affect the assessment of the performance of the manager. However, this method is also time consuming to assess the performance of the finance manager of the company. 
Variance of volume of sales
Merits: This calculation is effective to understand the operating profit in the marketplace. In addition to this, it has been found that managerial aspects can be considered with the help of this analysis. Volume of sales helps to understand the work efficiency of the manager (Al Breiki and Nobanee, 2019. p. 202). 
Demerits: It can be possible to explicate that sales volume cannot play useful role to assess the managerial performance in the workplace. It is because, business expansion can be determined in a well manner by considering this analysis. As for this reason, negative value can affect the analysis. 

Figure 1: Types of variance analysis
(Source: Fatihudin and Mochklas, 2018, p. 553; Al Breiki and Nobanee, 2019. p. 202; Cornwall et al. 2019, p. 325; Yap et al. 2018, p. 258)
Variance of the material planning price
Merits: This analysis is basically helpful for the finance manager to calculate the difference between the actual price as well as budgeted price. It is useful for the company like XLG that performance of the manager can be improved in the workplace. 
Demerits: In this phase of accounting management, the negative value of the budget can affect the analysis of the performance of the manager in the workplace (Cornwall et al. 2019, p. 325). It needs to be evaluated with the help of specific calculation. 
Variance of the operational material price
Merits: This is quite useful for the organization in order to assess the performance of the manager. It helps to provide feedback to the managers on the basis of their skills (Yap et al. 2018, p. 258). Efficiency of the finance department can be analyzed with the help of this analysis. 
Demerits: On the contrary, it has been found that sometimes this variance can be negative. It means, the performance of the manager is difficult to be assessed. 
The above analysis shows that different variance calculation helps to understand the performance of the organizational manager in the potential workplace. As for this particular reason, it is needed to consider the profitable aspects of the company in the latent market. Manager needs to think of business expansion. In addition to this, it is feasible to consider that price as well as volume should be taken into account in this aspect. 

[bookmark: _Toc49353004]Part B: Report
Executive summary
In this report, certain factors are evaluated to support the decision of management of XLG Company regarding FamaQ. The company faced many troubles in the Covid-19 attack and the problems are incorporated in the introduction part of the study. Moreover, the problems are evaluated vividly and negative effects on the company are illustrated in the next section. This is followed by the expected measure that can help the company to make the decision at last.


[bookmark: _Toc49353005]Introduction
According to the case study, the company XLG face trouble in importing the best cleaning agent FamaQ from Brazil due to the lockdown situation. The company cannot make the cleaning products X and Y without the agent as it gives the required competitive advantage in the market. The organisation operates in a highly competitive environment, but still, it holds the leading position because of FamaQ. Though, due to the Covid-19 pandemic, all of the companies in the market together with XLG faced problems in their business which are discussed below. Now, this study tries to finds out a better decision regarding the import of the item from Brazil or manufacturing it in the United Kingdom. 
[bookmark: _Toc49353006]Proposed risks and precise identification of them
Due to the presence of FamaQ the quality of cleaning products X and Y give enough advantages in the competitive market of the United Kingdom. Though, the current coronavirus attack and the decision of lockdown provide severe troubles to the business. For example, at first, the company forced to take all of its business online. There are no doubts that many customers are not comfortable enough in an online transaction. Thus, it might reduce the number of customers of the organisation so far. In result, the company might face a reduction in its revenue, net profit and gross profit in the year. Besides that, the company is exporting the product from Brazil, and the current situation already made a decreased of almost 8% in exports of European countries (intracen.org, 2020). However, one of the main advantages of this situation is 45% growth in the selling of products X and Y. This is because most of the people become more hygiene conscious and invested in cleaning products more than ever.
Still, the number of risks proposed due to the pandemic situation is much higher than this one benefit. Besides, a reduction in the number of customers for shifting the business online, the lockdown situation also increases the price of FamaQ due to the shipping cost. Though import in the UK is exempted from VAT still, import from seaports are banned in the country (wto.org, 2020). Now, XLG needs to import FamaQ by air from Brazil, which increases the unit price of the chemical. Previously the unite price of the chemical was 2.50 GBP that increased to 4.50 GBP per unit though the company had to pay only 3.70 GBP. Still, the unit price increased to 1.20 GBP for every unit of Fama. Currently, the company has relied on air supplies of the chemical, but it cannot be done for very long because of two reasons. First one is, the high price of air supply and then it is uncertain if the air supply can be continuous in the future as it is also dropped due to the situation. From the figure below, it can be stated that in the future air supply can also stop if the condition becomes worse.
[image: ]
Figure 2: Sharp dropping in air and Sea cargos
(Source: oecd.org, 2020)
On the other hand, many of the transport equipment is booked for emergency purpose in this condition. Now, the company has to make critical decisions related to the production or import of FamaQ in the future. For this, it needs support from the above calculation of management accounting so far (Hopper and Bui, 2016, p. 13). Until now, the main problems that arise due to the pandemic are-
· Online shifting of the business result in a reduction in customers
· The high price of FamaQ due to import by air
· Drop-in air supply and might stop in the future.

Figure 3: Possible risks
(Source: Created by Researcher)
[bookmark: _Toc49353007]Proposed solutions for the risk management
XLG already faced problem due to shifting of the entire business online for which it might need to reduce its operating costs. However an increase in the import price of FamaQ made it difficult too. On the other hand, there is another risk related to the import of the chemical. Though the trouble might be faced in the future still, the company must be ready for it and take the required measures as well (businesswest.co.uk, 2020). The supply by air might be stopped from Brazil as Covid-19 spreading increases in that country. The company needs to apply the contingency theory of accounting management and control and evaluate the advantages and disadvantages of manufacturing FamaQ in the United Kingdom (Otley, 2016, p. 47). For now, the one problem in making the product is an enormous investment. However, it gives advantages in the long run as the per-unit cost reduced to 3 GBP from 3.70 GBP. Contingency planning based on the risk severity could be effective in doing risk management. 
Moreover, the number of days for delivery of the product also decreased to 15 working days. This might increase the production of the products X and Y. In result, it helps in overcoming other problems generated due to the lockdown condition.

XLG needs to focus on the critical developments to build market intelligence and stay on the leading position compared to its competitors (businesswest.co.uk, 2020). The company only needs to gather enough investment to manufacture the product. On the other hand, they can share the rights of manufacturing FamaQ with another company so it can build the chemical but only for them. Besides this, every other decision related to the risk of FamaQ went in favour of in-house production of the item. It must use the cash balanced scorecard for the same and popularising the management accounting ideas generated from the above measurements (Cooper et al. 2017, p. 993). Though, it must not stop the imports all of a sudden and gradually do it to support the investment for home production.
[bookmark: _Toc49353008]Conclusion
The overall discussion suggests that XLG must go for in-house production of FamaQ. This is because it could not remain the quality of products X and Y without FamaQ. Moreover, importing it from Brazil increased the operational costs for the company. That is a very harmful condition as it already suffered in business due to online shifting of it. On the other hand, air supply in the future might be stopped or reduced if the coronavirus pandemic becomes worse. Besides that, production might also increase because of minimising delivery time. Thus, from all of the above analysis, it can be concluded that the company need to stop importing and start in-house production.


[bookmark: _Toc49353009]Conclusion 
It can be concluded that profitability management of the organization needs to be done in a well manner. In this aspect, it has been described that XLG should improve its profit in the market by managing accounting of the company. Volume of the sales needs to be considered in this regard. It is required to augment the sales of the organization in the target marketplace. However, it has been detected that material price management along with the sales volume management should be well analyzed by considering the actual sales and price as well as budgeted price and sales of the mentioned. This study has detected different merits as well as demerits of the variance in the latent marketplace. In addition to this, it has been found that competitive advantages of the company are also managed in a well manner. Therefore, accounting management should be improved in the organization.
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