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Executive Summary
The application of management accounting system is used to provide clear evaluation of the current business operational activities based on company objectives. Following the same prospect, using standard costing along with costing principles that are applied to develop variance analysis between what the business expected and the actual evaluation of the operational activities.  In accordance with the current pandemic conditions the management of XLG cleaning company should make a decision on what type of business strategies are going to be implemented in order to achieve growth in revenue and efficiency in the business operations. 
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[bookmark: _Toc47943146]Introduction  
The concepts of account processing are assessed with the intention of achieving high consistency level in a stable condition according to the provided business scenarios. Such scenarios include both the internal and external environmental evaluations. Following the same proposition, through assessing the managerial accounting system of the company along with the execution of general business activities could be fundamental in the process of strategic planning. This specific accounts-oriented concept consists of an evaluation tool known as standard costing, implemented with costing principles. It is also used to assess what level of consistency between business import and export prices and process is achieved in accordance with the company’s objectives (Farkas et al., 2016). 
The current report is examining the application of standard costing for evaluating the variances of the business operations. Furthermore, it is analysing the conditions related to the impact of COVID-19 over the company’s import and export process. 
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According to the applied principles of costing, standard costing is recognised as an evaluation tool for businesses with the basic intentions of calculating differences between product units, prices and other variables in accordance with the demand. It is mostly used by the evaluators of manufacturing businesses during the execution of the manufacturing process. Such evaluating tool is also applied for recognising the business operating capacity compared with other business entities operating in the same economic conditions. At the time of calculating variances related to manufacturing components the evaluator examines if the business is in unfavourable or favourable position (WAROW et al., 2018).  
XLG Ltd is involved in the process of manufacturing and supply of cleaning products according to the current market demand. The company has developed two cleaning products, chemical X and chemical Y and the actual volume of produced units in the past financial year is: chemical X was 850 and chemical Y 750 units. With the current production rate, the sales price is £35 per unit for chemical X and £30 for chemical Y per unit. However, the actual sales price during the present financial quarter resulted in £45 per unit for Chemical X and £37 per unit for chemical Y.
Based on the data related to the units produced by the company, the amount of standard cost including costing provisions can be applied for evaluating the financial costing statements of the business during the assessments of the manufacturing process (Di Giuseppe et al., 2017). In order to calculate the differences between the expected level of activities and the actual capacities, accessed formulas with costing provisions are listed below; 
For calculating sales price variances:
         	Actual quantity sold * (Actual price of products - Standard price of products)
For calculating sales volume variances
        	Actual price of products * (Actual quantity of products - Standard quantity of products)
For calculating sales volume contribution variances
       	Standard margin price* (Standard quantity of products - Actual quantity of products) 
Based on the above costing formulas the level of variances between the standard and actual activities of the business are as follows: 
Calculation of sales price variances for:
Chemical X= 850 units * (£ 45 - £ 35) = 850* 10 = 8500 (Favourable).
Chemical Y = 750 units * (£ 37- £ 30) = 750* 7 = 5250 (Favourable).
Calculation of Sales Volume Variances for:
Chemical X= £ 45 * (595 - 850) = £ 45 * 255 = -11475 (Unfavourable), 
Chemical Y = £ 37 * (595 - 750) = £ 37 *155 =- 5735 (Unfavourable)
Calculation of sales volume contribution variances for:
Chemical X= £25 * (595 - 850) = £25 * 255 = -6375 (Unfavourable),
Chemical Y = £ 20 * (595 - 750) = £ 20 *155 = -3100 (Unfavourable) 
According to the above evaluation, it can be concluded that the total amount of sales price variances related to the manufactured products are providing favourable financial condition, which is respectfully providing positive financial performances. On the contrary, during the process of evaluating the number of sales variances the overall financial condition resulted in an unfavourable financial condition which is requiring some modifications (Ekergil and Göde, 2020).
In relation with the recent pandemic conditions related to COVID-19, the position of the business in the market is continuously dropping which is impacted by the overall economic situation not only nationally, but globally as well. However, the demand for different cleaning and sanitize products is rapidly increasing and as a result these types of manufacturing companies are rapidly growing, and their profitability is increasing. In addition, the standard price and products that have been produced by the cleaning companies are lower compared with the actual units and price structure of the current demand (Fernandes, 2020). 
Based on the above results, it can be concluded that due to the impact of COVID-19, the demand for individual sanitizing and cleaning products is rapidly increasing compared with the previous year's demand. Furthermore, the management of XLG Ltd should increase the level of production and maintain a high consistency level between demand and supply. Additionally, the management of the company should also focus on the right pricing strategy in order to achieve effective pricing results. 
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Based on the current pandemic conditions related to COVID-19, the production related to sanitizing and cleaning products is significantly increasing as well as the level of demand which creates great opportunity for this sector of the industry. Following the trend, the management of XLG Ltd have decided to increase the present production volume so that the business can maintain high level of consistency in the market (Celhay et al., 2019). In order to keep up with the production process the manufacturer has needed specific product components which have to be imported from Brazil known as FamaQ. Normally, the price in normal market conditions was £2.50 per unit, however in the present scenario the current standard price of the product has increased to £4.50 per unit, while the actual price of the product paid is £3.70 per unit. 
In accordance with the current scenario, the management of the company is intended to calculate the operational variances in accordance with the available information with the basic intention of identifying the actual business capacities and operations. Based on the information that is provided the calculations of the variances are listed below:
For Material Price Planning variances:
           	Actual product units* (Standard price per unit - Actual price per unit)
For Material Price Operational variances 
          	Actual product units* (Revised Standard price per unit - Actual price per unit)
According to the available data and including costing formulas, the variances in the manufacture process are calculated as follows:
Material Price Planning variances for two different products are: 
For Chemical X= 850 units * (£ 2.50 - £ 3.70) = 850*1.20 = 1020 (Unfavourable),  
Chemical Y = 750 units * (£ 2.50 - £ 3.70) = 750*1.20 = 900 (Favourable). 
Material price operational variances resulted to: 
For Chemical X= 850 units * (£ 4.50 - £ 3.70) = 850* 0.80 = 680 (Favourable) 
Chemical Y = 750 units * (£ 4.50 - £ 3.70) = 750*0.80 = 600 (Favourable). 
Based on the above data the overall value of variances shows that the level of demand in the present market conditions is continuously increasing compared with the earlier annual financial statement. In accordance with the present market conditions the management of the company needs to restructure their overall production volume along with the pricing structure so that it may not face any kind of financial difficulties during the pandemic situation related to COVID-19. As in most cases the variances are showing favourable business position, with showing confidence that the company can easily maintain consistency in the profit and cost strategies. 
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Based on the present business conditions, the management should adapt the business process and imply measures in order to achieve efficient business development. In accordance with the application of different evaluating tools Mansour and Obeid (2019) has stated that there must be a focus on the present business operational structure and the applications of different business mechanisms for maintaining consistency between demand and supply in the market. 
The evaluating principles used above identify the differences between the expected number of products and pricing structure along with the actual level of the same elements. 
Through appropriate evaluation of the activities within the business considering the calculated variances, the management of the company can efficiently maintain consistency between supply and demand levels in accordance with the condition in the market. According to Raghavan (2019) the management can also take advantage of the opportunities in the market and in this way achieve business growth. In addition, an organisation which is capable to maintain the good business practices in accordance with the current market trend are considered as effective and the numbers of the variances is favourable and in accordance with present conditions. With the right calculation of the standard cost and the application of business budgetary tools the company complies to the fundamental business requirements. 
Based on the current business conditions related to the impact of COVID-19, the management of XLG Ltd should apply the concept of standard costing as an efficient business evaluating tool. It will help the company for identifying the difference between the produced units and its pricing along with the actual consumption rate. As such evaluating tools are applied for different business analysis related to the production process, it can deliver benefits including identifying disadvantages that impacts on the overall operational activities. The application of such process provides the following benefits: 
Remedial approach: With the application of standard costing the management of a manufacturing company can evaluate the differences in the expected level and actual level of the different products that were manufactured. As a result, it is also capable to provide remedial approach related to an unfavourable business situation that occurred through analysing different variances in the manufacturing process (Rutherford et al., 2020). 
Allocation of resources: The application of such process is used for allocating budget, data people, equipment and other resources related to the different business operations by the management of the company with the intention of maintaining the consistency in product manufacturing and the market demand. 
Controlling process: In accordance with the business demands, along with the allocation of business resources it is very important for a company to maintain control of different business expenses and the usage of production resources in order to achieve efficiency in the execution of the different of business operations. 
Strategic planning: Based on the evaluation process if the company is in favourable or unfavourable business position, the management can implement strategic planning for improving the efficiency of the operational activities. 
Apart from the above-mentioned benefits of the business evaluating tools related to standard costing, the implementation of such processes can also create difficulties that impact on the business performance in a negative perspective. These difficulties are listed below: 
Time consumption and expenses: In accordance with the business demand the application of these particular costing challenges within the business it reflects to the increased volume of business expenditure related to the manufacturing process. Along with this it is also considered as a time-consuming process that creates challenges for a normal manufacturing company. 
Budget application: This evaluating tool is based on the application of the budget control process for identifying the expected level of produced units in accordance with the market condition. For small and medium manufacturing companies applying the standard costing has to be implemented in the application of the budget process which can create complications. 
Manipulations: Although such a process is applied for efficient evaluation of business variances it can easily be manipulated by the management of the company for creating advantages for their own needs.  As a result, this business activity cannot be used for future development purposes (Freestone et al., 2019). 
Based on the above data related to the advantages and disadvantages the management of XLG Ltd can apply this evaluating process for implementing the evaluation related to the units produced and the pricing structure. 
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According to Brahm and Tarzijan (2016) the application of concepts related to manufacture or purchasing decision making in accordance with the costing principles are generally applied for detailed evaluation related to the manufacturing activities. In accordance with the current issues related to COVID- 19, the management of XLG Ltd has to make a very important decision if the company should manufacture or purchase FamaQ, which is an essential component for manufacturing the sanitizing products. 
According to the provided data if the management manufactures the same number of products in its own production facilities it has to spend £3 per unit and as a result the expenses will be (1600 unit * £3) = £4,800 as total business expenses related to two different products. In the current pandemic conditions, the demand of the product has increased to (1600 units + 45%) = 2,320 units and the expenses (2320*£3) =£6960 in total. 
On the contrary, if instead of producing the product in their own production facility, the management decides to purchase the same product from Brazil it has to spend £2.50 per unit. In addition, the management have to deal with significant amount of import charges because of the pandemic, which are (2320* £4.50 per unit) = £10,440 in total. 
Therefore, if the management of company is deciding to manufacture the product in its own production facility instead of purchasing it from Brazil it can probably gain (£10,440 – £6,960) = £3,480 through saving from additional expenses. Although it is able to save money through manufacturing the same product in its own production facility, it can also face some issues related with supplying raw material due to the pandemic (Zimmermann et a., 2019). 
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Based on the above report, it can be concluded that the application of standard costing and the application of the costing principles is essential for a business involved in manufacturing. With the proper application of such methods the business can evaluate the variances during the manufacturing process efficiently which would help for the development of proper operational activities. In the current pandemic situation related to COVID-19, the economic situation is worsening which is affecting negatively businesses worldwide. The report discusses the importance of the efficient decision making in evaluating the necessary adjustments in the business operations along with maintaining the necessary balance between supply and demand in order to achieve growth and sustainability.  
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