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[bookmark: _Toc48765022]Introduction 
Management accounting is now considered as most convenient way in the context of business world to take decision significantly. It plays an important role in business by analyzing, evaluating financial data and information of business. Basically, it’s the whole process of identifying, measuring and analyzing financial data and prepare reports and present the report to the concerned parties to make effective decision. This report will precisely discuss about different financial complexities and issues of an organization like XLG company by applying numerous management accounting techniques while XLG is British company that's doing business of cleaning products. A key analysis of variances and its advantage and disadvantage in decision making also will be demonstrated in this report. Considering Corona pandemic effect, how it’s will affect in making decision and what is the ultimate effect on XLG company business is also will be discussed in this report.
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i. [bookmark: _Toc48765024]The sale price variance and sales volume contribution variance
The sales price variance calculation:
The sales price variance for both x and y chemicals of XLG Company is calculated below:
	Name of contents
	Actual price
(a)
	Standard price (b)
	(a)-(b)=c
	Actuals units sold (d)
	Variance=
C*D

	X chemicals
	45
	35
	10
	850
	8500
(Favourable)

	Y chemicals
	37
	30
	7
	750
	5250
(Favourable)

	Total
	13750
(Favourable)



In the above calculation, favorable sales price variance 13750 is achieved which means higher sales price is realized during the period than anticipated in standard.
The sales volume contribution variance calculation:
Considering XLG Company information, the sales volume contribution variance is calculated below:
	Name of contents
	Actual unit sold
(a)
	Budgeted unit sales (b)
	(a)-(b)=c
	Standard margin per unit (d)
	Variance
= c*d

	X chemicals
	850
	595
	255
	25
	6375

	Y chemicals
	750
	595
	155
	20
	3100

	Totals
	9475
(Favourable)



From the above calculation, it can be sum up that favorable sales volume contribution variance 9475 means a higher standard contribution for XLG Company than the expected contribution. To ensure efficiency in solving financial issues and complexities of any organization, the use of management accounting and this variance analysis is undoubtedly beneficiary. In age of modern world, business is full of necessary and unnecessary financial and others information which certainly creates complexities in business.
ii. [bookmark: _Toc48765025]The material price planning variance and material price operational variance 
The material price planning variance calculation:
	Particular
	Amount
(In £)

	Actual usage at revised standard price
(1600*4.50)
	7200

	Actual usage at original standard price
(1600*2.50)
	(4000)

	Total planning variance
	=3200 (Diverse)



Material price operational variance calculation:
	Particular
	Amount
(In £)

	Actual usage at revised standard price
(1600*3.70)
	5920

	Actual usage at Revised standard cost
(1600*4.50)
	(7200)

	Total operational variance
	=1280 (Favourable)




iii. [bookmark: _Toc48765026]Critically analysing the merits and demerits of using variances in assessing managers performance
Concepts of variances: Variance is basically a term which refers the gap or differences between actual outcomes and expected or targeted outcomes. It's just a normal act of comparing standards with actual. In the context of managerial accounting, it is just considered as deviations investigating process in financial performance from the benchmark value of organizational budgets (Emsley, 2001). Generally, Business set or use several standards to evaluate the occurred results. The use of Variance is now considering as one of the major tools in management accounting for making decision but it’s not always provided the right answer because of numerous reasons and limitations. So, there is both advantage and disadvantage of using these tools in evaluating managers’ performance of organization. The advantage and disadvantage of using variance in evaluating managers performance is analyzed below considering the change in given scenario. 
Advantages
The very first merits of using variances is indication of difference from the benchmark value. At the time of operating business, managers need to be careful about the consequences of operational functions. The use of Variance in evaluating managers’ performance is a crucial thing (Longenecker et al. 2013). Because variance helps the organizations to examine managers performance at any time whether it can be at the mid of business year or at the end of business year. The results from variance gives indication about differences of performance from targeted to actual where organizations get the chance of investigating potential faults that certainly help them to make a correction before occurring adverse variance that's means occurrence of cost more than budgets or occurrence of low profit than expected profit. Considering XLG company change situation, the use of variance is beneficiary factor for them to assess managers performance cause XLG can evaluate managers performance at the time of corona pandemic which might give indication about whether managers performance is getting low from the targeted performance or not. If low performance indicates, they can take steps as a precautionary process for raising manager efficiency in current operation functions. 

Another considerable merits of using variance in evaluating managers performance is controlling of cost. Variance plays a vital role in monitoring and restraining expenses. If the result of Variance in assessing managers’ performance is adverse variance then organization can take proper action which may be in the form of suggesting manager to operate business more carefully and considering cost factor of functions that's helps to control the expenditure (Zimmerer and Scarboroug, 2005). The cost issue must be considered by managers in his/her activities. For instance, If XLG Company finds that mangers performance is adverse in this pandemic situation, then they can take the decision of firing managers which obviously diminish their cost in the form of reducing manager salary cost, and reducing that managers costly activities. 
The evaluation of manager performance through using variance will give result in a very short process that's help the organization like XLG Company to clearly understand the performance conditions of manager at that moments that is another significant benefit (Paauwe et al. 2013). If the result is favorable variance, XLG can easily understand managers’ efficiency in this tough situation of business. 
Variance analysis can help the organization to perfectly setting up the roles and regulations while evaluating managers’ performance. In the context of XLG Company, roles and regulations will be perfectly setting in change business operation means online selling when variance analysis will be used in measuring managers’ performance (Longenecker et al. 2013). It must be given an outline of how managers should be performed in these circumstances. 
The most notable advantage of using variance in managers’ performance is accountability. Mainly, it’s helped the business like XLG Company to set accountability within business in this circumstances that surely will help to increase productivity and performance of workforce. When managers’ performance will be assessed by using variance, a favorable or adverse result of manager performance will be occurred. Considering that factor managers as well as employees will be more conscious regarding their performance and task.

Disadvantages
The determination of unrealistic standard or benchmark value can provide a wrong variance result while measuring managers’ performance through applying Variance. To properly get the provable accurate answer, determination of right standards considering situation and capacity is a concerning issue. If the standard is not accurate, there is the chance of occurring unexpected and illogical results. For instance, If XLG company determine a high performance standard for managers without considering pandemic situation and low functional activity then it is quite obvious to occur diverse variance while measuring managers performance by using variance.
Another notable demerit of using variance in evaluating managers’ performance is assigning responsibilities (Horngren et al. 2002). Planning inefficiencies that may have caused illogical variances due to the setting of faulty standard. In that case, more complexities arise in finding precise reason of that result and also create difficulties in assigning responsibilities to the manager for unidentified task in operational process which also cause of operation inefficacy in business like XLG Company. 
Normally, Variance analysis is used as a part of annual budgeting exercise that's means it can only be used in measuring managers performance at the end of period which decrease variance usefulness because reporting time is increases for reporting at the end which. The reporting delay will reduce core information relevancy in decision making process of management regarding managers’ performance which is one of the considerable disadvantages. 
Variance prioritize the short terming which is not equivalent with accurate managers’ performance assessment. In the short terming process, management of XLG may not able to gathered many small and non-financial but significant performance of manager where variance also will not consider this information in performance measurement if this information is not presented. 
Considering the change of operations in XLG Company, it is not useful for the organization to use variance in assessing managers’ performance. Because of pandemic situation, determination of accurate performance standards is quite impossible. If they want to determine standards, it will take more time and can cause of large expenses.
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Part B
[bookmark: _Toc48765028]Assessing the decision making options of XLG
Covid-19 has badly impacted the business situation of all over the world. The ongoing circumstances is totally out of imagination for everyone whether businessmen, government, experts, Scientists or general people. It’s vastly impacted the economic conditions of world which getting worse day by day. The unpredictable behavior of Covid-19 makes everyone conscious about life and living world. Millions of people may die by this deadly virus and it may exist another two years as per BBC report (BBC - Homepage, 2020).  Besides, people are facing serious unemployment problem, countless business die, retirements are wiped out, and the world is saddled with once unimaginable debt.
Only in this pandemic situation, thousands of business like XLG are closing. The number of employees in this sector is over 75 million who are affected by this situation. According to BBC, 19% workers furloughed in United Kingdom (BBC - Homepage, 2020). Global economy in its conclusive worse conditions after 1930s which directly impacted the business conditions of numerous countries like UK, USA, France, Italy, Brazil, Spain, etc. As per the statement of IMF, the global economy will shrink by 3% this year that's means harder situation are waited for business (Longenecker et al. 2013). A report of an international newspaper is that more than half of UK customers expect they will now go shopping less often over the next one or two years which is based on a survey of accountancy giant EY. It is quite good news for company like XLG is that a record number of shares increases for pharmaceutical and chemicals companies as XLG is also one type of chemicals products manufacturing business. 
Numerous countries are badly impacted by this pandemic where UK and Brazil is leading on the board. The number of infected people in UK is and   in Brazil which means the depth of impact in these two countries. With the pandemic and subsequent shutdown, business have to remain closed or have to provide service in a different manner like online process. It’s become harder for the business like XLG Company which raw materials are needed to import from foreign countries while transformation process is almost shuttered down. The cost of transformation is immensely high for those transportation that are barely available like airplanes. Moreover, it’s getting tougher for manufacturing-based business organization to carry their manufacturing activities in a smooth manner as lockdown circumstances is the main barrier of all activities.
In the lockdown circumstances, it’s quite tough and more costly for business to carry their functional process as prices is increases in each and every sector. It is better for every organization to carry their business function by measuring their products or services demand to customers, the operational cost ratio, percentage of revenue, efficiency in productivity, etc. If all the measurements are not in favor of individual business, then they should not carry their business by occurring loss. Moreover, it is always necessary for business to determine authentic and flexible business strategy which should help the business to move forward in almost all the situations. In that case, analysis of competitors, market conditions, and own capacity is very crucial. Any mistakes in that field can cause of great loss.
During lockdown, operating business functions like manufacturing and distributing is very challenging for XLG Company. As pandemic hits both UK and Brazil most hardly, the purchase of raw materials means purchase of FamaQ for manufacturing chemicals products is a very tough job. In that case, XLG Company needs to think about overall purchase cost, transportation cost, raw materials quality and many more things.   
As per the warning from the business analysts, it is not sufficient profitable matter to operate business in this crisis moments. As Brazil is one of the most effected country, purchasing of FamaQ and its quality is a considerable issue for XLG Company. 
Based on the three additional information of given scenario, the analysis is presented below:
· Considering FamaQ as the competitive advantage for XLG chemicals, its low price and authentic quality is a key fact. The quality of FamaQ is a questionable fact when these purchased from one of the major Covid-19 affected countries. Because of purchasing from Brazil, its quality issue will be questioned which do not provide them distinctive advantage for FamaQ as core ingredient. Rather than quality of FamaQ as ingredient can be completely controllable when making in house in UK that’s will help to remain competitive advantage. The price of FamaQ is really concerning issue for the management of XLG Company.  Because of pandemic effect, the standard price of FamaQ is raising from £2.50 to £4.50 that means increasing of price is almost double. This increased price issue might be affected their competitive advantage and profitability rate as well.
· As market research showed that demand for chemicals X and Y is increased by 45% and likely to continue increase, the decision of making FamaQ in UK is preferable and profitable decision in this point cause more availability of FamaQ helps XLG to manufacture and supply more products in that increased demand situation which can only possible when FamaQ will be produced in the house (Vaiman et al. 2012). Researched also showed that the increase of cleaning products growth rate is almost 9.76% in UK while the rate is 15.24% and 11.53% in US and Singapore. That’s why this is also favourable issue for taking the decision of making core ingredient in the house in UK.
[image: ]
Figure: Growth of cleaning products globally 
Source: (Donthu and Gustafsson, 2020)
·  The management of XLG Company needs to use air transport for importing FamaQ from Brazil which certainly increase the cost structure of these chemicals. There is also required more shipment times of these raw materials as transportation facilities is not available as much as required. The delay of shipment undoubtedly affects their smooth manufacturing process efficiency. On the other hand, manufacturing of FamaQ as raw materials for chemicals can be cost of £3 which is marginally less cost from the price of £3.70 in purchasing from Brazil. It is also facilitating XLG Company by reducing delivery time of 15 working days which means efficiency in manufacturing and distribution. 
From the above analysis, it can be sum up that the decision of making FamaQ in the house in UK is more preferable and profitable for the management of XLG rather than keep importing it from Brazil. In this case, Management accounting helps the enterprise through identifying necessary financial information, analyzing and evaluating this information to efficiently solve complexities. 
[bookmark: _Toc48765029]Conclusion 
The significance of management accounting in business practice is really appreciative. The application of different management accounting tools and techniques like variance analysis makes the decision-making process easier instead of having some disadvantage. Business organization have to adjust with different complex situation to smoothly performing business functions. Moreover, several tools and techniques are used in management accounting for drawing accurate result. Some of these approach or techniques in accounting management is variance analysis, price optimizing approach, job costing technique, etc.
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