









Management Accounting
Assignment 2 

Executive Summary
This report is basically providing a brief discussion about the significant implementation of evaluating to standard costing. Along with such evaluation to the management are generally competent to compute the basic difference between standard costing and actual costing for efficient business performing presentation. Including this it is also enumerating about the application of present COVID -19 impacts over the importation process of the company XLG.  At the end it is providing a discussion about the make or buys decision related to the costing principles for efficient business performing analysis. 
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[bookmark: _Toc46408059]Introduction 
According to the general performance structures of a business establishment, the stakeholders are used to access relevant accounting processes with the basic intention of efficient business performing presentation. 
In accordance with the same prospect application of ManagementAccounting system is applied in a business establishment for the primary purpose of evaluating the overall business present performance structures and also implements some significant strategic plans for efficient business growth maintenance. The standard costing and variance analysis is recognised as the most influential and significant evaluating tool of business for analysing the present level of business performance in accordance with the budgeted approaches positively.  
This report is providing the significant impact of such standard costing approaches over a business performance and also providing the impacts of present Pandemic COVID- 19 over the business import processing negatively. 
[bookmark: _Toc46408060]Discussions 
[bookmark: _Toc46408061]Part A
[bookmark: _Toc46408062]Answer of Question 1 
Generally, in accordance with the basic costing principles the use of business variances are applied for evaluating the present business capacities in accordance with the basic operational approaches. It is used to compute the basic differences between the standard costing and actual cost of business that incurred either in the form of business adverse or favourable position of business (Mahajan and Deobagkar, 2020). In accordance with the present assignment XLG is a cleaning product company, which has produced two cleaning agents related to Chemical X and Chemical Y. 
According to the enumerated details of XLG Company, the actual volume of productive units in the present financial year is around chemical X was 850 and chemical Y was 750 units. In accordance with the same consequences the standard sales price was £35 per unit for chemical X and for chemical Y £30 per unit. However the actual sales price during the present financial quarter resulted in £45 for Chemical X and £37 for chemical Y. 
Through the application of standard costing, the management of a business establishment are used to compute business efficiencies structure and such variances can be computed with the application of following relevant formulas, which are  
1. Sales price Variances= Actual quantity sold * (Actual productive price - Standard productive prices) 
2. Sales Volume Variances = Actual price of products * (Standard product quantity - Actual product quantity) 
3. Sales Volume Contribution Variances= Standard Margin price* (Standard product quantity - Actual product quantity) 
According to the present business financial condition, along with provided information relating to XLG company, the significant level of differences between business standard costing approach and actual expenditures volume are enumerated in below; 
1. Sales price variances for Chemical X= 850 units * (£ 45 - £ 35) = 850* 10 = 8500 (Favourable), Chemical Y = 750 units * (£ 37- £ 30) = 750* 7 = 5250 (Favourable). 
2. In accordance with the same prospects, the Sales Volume Variances will be; for Chemical X= £ 45 * (595 - 850) = £ 45 * 255 = -11475 (Adverse), Chemical Y = £ 37 * (595 - 750) = £ 37 *155 =- 5735 (Adverse) 
3. And, in case of Sales volume contribution variances will be; For Chemical X= £25 * (595 - 850) = £25 * 255 = -6375 (Adverse), Chemical Y = £ 20 * (595 - 750) = £ 20 *155 = -3100 (Adverse) 
In accordance with the above computation it can be considered that, in the present condition the overall volume of sales price of such commodities are presenting the favourable business financial condition positively. However, in case of calculating the value of sales volume variances such financial condition is presenting the adverse position in respect of business financial approaches (Steyn, 2017). 
In the present circumstances, relating to these current pandemic circumstances the overall volume of marketing the event related to this particular cleaning community is positively enhanced in order to maintain proper sanitization maintenance. As a result the overall volume of demand related to sales price of the productive units is also increased on a simultaneous basis. Apart from that due to the positive enhancement of present productivity demand the overall volume of productive units are also increased compared with the standard level of business units according to the present business expectation (Govindarajan, 2017). According to the present market circumstances it can be considered that the management of XLG Company is required to enhance the present volume of business productivity in accordance with the current marketing demand for the primary approach of maintenance consistency level related to business demand and supply structure efficiently. 
[bookmark: _Toc46408063]Answer of Question 2 
According to the present business operational circumstances along with the current pandemic situation, the management of XLG Company is providing an intention for enhancing the present range of business performing approaches. According to which, the organisation will import some relevant commodities named as FamaQ from Brazil for maintaining the consistency level of marketing demand and supply structures. As per the general marketing condition the original standard price of the commodity is £2.50 per unit, however, due to the present scenario the current standard price of the commodity revalue to £4.50 per unit, whereas the actual paid price of the commodity resulted in £3.70 per unit. 
Following the present circumstances the management of the organisation is intended to compute the present planning and operational variances of the business in accordance with the significant available information (Liu and Cui, 2019). In order to compute such process, some of those relevant formulas are enumerated in below; 
1. Material Price Planning variances = Actual productive units* (Standard price per unit - Actual price per unit) 
2. Material Price Operational variances = Actual productive units* (Revised Standard price per unit - Actual price per unit)
In accordance with the available information the overall computed Material Price Planning variances for two different products are; For Chemical X= 850 units * (£ 2.50 - £ 3.70) = 850*1.20 = 1020 (Adverse), and for Chemical Y = 750 units * (£ 2.50 - £ 3.70) = 750*1.20 = 900 (Favourable). 
In the present scenario, the overall volume of Material price operational variances resulted to; For Chemical X= 850 units * (£ 4.50 - £ 3.70) = 850* 0.80 = 680 (Favourable) and for Chemical Y = 750 units * (£ 4.50 - £ 3.70) = 750*0.80 = 600 (Favourable). 
According to the present circumstances on behalf of the above computations it can be considered that the overall demand position of the present marketing condition is continuously enhancing compared with the previous financial approaches. Therefore, in such scenarios the management of the company should restructure their present order quantity positively; so that it cannot face any significant financial burdens during these pandemic circumstances easily (Bargerstock and Shi, 2016). 
[bookmark: _Toc46408064]Answer of Question 3 
According to the present business operational approaches the evaluators of a business are used to access relevant accounting concepts in order to gain some effective advantages related to business performing structure. Following the same prospects, as per the opinion issued by Farkas et al. (2016) the application of ManagementAccounting concept including the concepts of standard costing and variance analysis related to such accounting systems are also applied for evaluating the present amount of business operational performances positively. Through the efficient presentation of such evaluating tools, the management can significantly implement some relevant strategic plans for efficient business performance enhancement. 
As per the consent issued by both Marzuki and Ismail, (2019) through the processing of Costing variance analysis the evaluators of a business are competent to realise the present range of business performance through providing the comparisons between standard and actual level. Generally, through the computation of such variances the managerial activities of a business establishment can positively recognise the present efficiencies and performance capacities of individual Organisation in accordance with the market scenario.  Follow the same prospect, an organisation which is competent for maintaining the positive business performances along with the current market opportunity structure are generally recognised as an effective, significant business concern and overall volume of variances are also in favour compared with present scenarios (Aslantürk, 2018). The favourable position of variances is basically applied for presenting the efficient budgeting approach of business in accordance with the current market position and actual volume of expenses. 
According to the assignment requisition, the business establishment XLG Company is also used to access such accounting systems and evaluating tools with the basic intentions of evaluating the present performance structure of such establishments positively and also executing some relevant planning efficiently. With the efficient processing of variances analysis the evaluators of this business entity can positively evaluate the probable marketing opportunities sophisticatedly in accordance with the present business performances. According to present performance structures the variances generally arise related to direct material, direct labour and overhead oriented, depending on which generally the overall business performances are restructured and evaluated. Followed the present operational approaches the application of such evaluating tool can provide some significant advantages as well as disadvantages also, which are enumerated in below; 
Basic advantages of using Variance analysis 
1. As for the business operational condition with the proper utilisation of such variances the managerial authoritative can positively initiate the remedial approaches related to business performing structure in order to mitigate some significant financial burdens more positively. 
2. In accordance with the business operational approaches with the maintenance of such variances evaluators of business can positively allocate the business Responsibility in accordance with individual departmental and group wise. As a result the overall business expenditures can be significantly controlled (Vamvakidou et al. 2016). 
3. Generally the variances are computed in accordance with the costing principles in accordance with the utilisation of managerial controlling approaches for the primary approach of maintaining the consistency between business revenues and expenditures structure. 
4. With the proper utilisation of this particular evaluating business to the evaluators can significantly recognise the unfavourable variances which are basically created boarded over the business financial structures. Along with this it also provides significant aspects for structuring some efficient strategic implementation according to business requisition (Jiambalvo, 2019). 
5. In accordance with the basic performances the variances can be categorised into controllable and uncontrollable prospects. For efficient management performances generally the controllable variances are required for efficient business actions in order to evaluate efficient business results and performances 
6. As this Particular evaluating tool is applied to analyse the present market conditions  along with the budgetary controlling approaches and also prepare a significant difference between the standard costing and actual costing,  it can positively compute the profitability range of business performances or margin structure more conveniently for efficient business performance presentation. 
7. In accordance with present business regulations structure it is basically competing to provide significant details to the stakeholders of business with the primary approach of enhancing business market capitalisation value in a competitive business environment.
Basic disadvantages of using Variance analysis
1. In accordance with the present operational and performing structure of a business this particular evaluating tool is recognised as the most time consuming and expensive business evaluating process for small and medium organisations. 
2. Such business evaluating processes depending on the budgetary application. In other words, for application of this particular evaluating process the budgeting tools or budgeting approaches are required to be maintained first, as it is totally based on budget processing. From that point of view it is recognised as the most expensive process also for a small and medium organisation (Weygandt et al, 2018). 
3. This particular business evaluating process is also recognised as a controlling mechanism with the basic intentions of business performing measurements.  However the controlling process can create a complete business structure for the stakeholders in order to realise the present operational and performing approaches of business for efficient business decisions. 
In accordance with the present advantages as well as disadvantages of this particular evaluating tool it can be considered that, for the primary approach of maintaining a consistency level between the standard and actual business expenditure and also for evaluating the present operational business approaches this particular tool is most influential and significant. With the proper utilisation of variance analysis the management of XLG Company will be completed to understand the present operational approaches and capacities of the business as well as implement some significant strategic plans in accordance with the future conditions. From that effect it can be considered that for efficient business decisions and potential strategic approaches this particular tool is competent to enhance the operational approaches as well as business structural performances positively. 
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[bookmark: _Toc46408066]Answer of Question 1 
In the present Pandemic condition of COVID- 19, of the management of the organisation XLG company have two different options, either purchasing the significant commodities from Brazil or making it in their own production houses. This particular scenario basically implicates the situation of Costing principles related to make or buy decisions where the management has to decide either manufacture it or acquire it from outside the production. If the management manufacture such commodity in own production house therefore it have to provide around £3 per unit basis, as a result the overall volume of expenses will be around (1600 unit * £3)= £4800 as total business expenses related to two different commodities. Followed the same circumstances, due to present pandemic scenario requirement of this particular commodity has significantly increased, which is around (1600 units + 45%) around 2320 units and the overall volume of expenses around (2320*£3) =£6960 in total. 
[bookmark: _GoBack]However, at the present circumstances the management of the company instead of manufacturing it in its own production import such commodities from the outside Nation and for such purposes have to pay £2.50 per unit basis. However, along with those the company also has to pay a certain amount as present import charges due to the pandemic situation, which is comparatively higher compared with the present volume of charges. In accordance with the present enhanced demand level the company have to pay around (2320* £4.50 per unit basis) = £10,440 in aggregate.  In the present circumstances it can be considered that if the management manufacturers such productivity in their own production houses therefore it can gain a significant volume of profitability and that will be around (10,440 -6960) = 3480 approximately. 
Follow the same prospect if the management is intended to manufacture such production in own production house therefore it may face the issues related to raw materials availability due to the present pandemic scenarios. From that point of view, if in accordance with the present enhanced level of demand the company is incompetent to make proper productivity therefore the management can positively maintain the consistency level between present marketing demand and supply structure efficiently (Brahm and Tarzijan, 2016). In those circumstances, it can be considered that the management of the organisation should initiate some efficient business decisions relating to make or buy FamaQ with the maintenance of business operational approaches sophisticatedly. 
[bookmark: _Toc46408067]Conclusion 
In accordance with the above discussion it can be considered that in the present business scenario the application of standard costing and variance analysis is most influential and significant evaluating tools for efficient business performing presentation. This support is positively enumerating about the significance of such variance analysis for the organisation XLG company along with such it is also providing a positive discussion about the advantages and disadvantages of such variance analysis and also the present impact of COVID- 19  over the importance process of business performances. 


[bookmark: _Toc46408068]References
Aslantürk, Ö.S., 2018. In vitro cytotoxicity and cell viability assays: principles, advantages, and disadvantages (Vol. 2, p. 64). InTech.
Bargerstock, A. and Shi, Y., 2016. Leaning away from standard costing. Инновации в менеджменте, (2), pp.4-11.
Brahm, F. and Tarzijan, J., 2016. Relational Contracts and Collaboration in the Supply Chain: Impact of Expected Future Business Volume on the Make‐or‐Buy Decision. Journal of Supply Chain Management, 52(3), pp.48-67.
Farkas, M., Kersting, L. and Stephens, W., 2016. Modern Watch Company: An instructional resource for presenting and learning actual, normal, and standard costing systems, and variable and fixed overhead variance analysis. Journal of Accounting Education, 35, pp.56-68.
Govindarajan, V.L., 2017. CSR Initiatives and Firm efficiency of TATA Group of Companies in India-A Variance Analysis. PACIFIC BUSINESS REVIEW INTERNATIONAL, 9(9), pp.41-50.
Jiambalvo, J., 2019. Managerial accounting. John Wiley & Sons.
Liu, Z. and Cui, L., 2019, July. Application Research of Standard Cost Method in Multiple Material Situations. In IOP Conference Series: Earth and Environmental Science (Vol. 295, No. 3, p. 032005). IOP Publishing.
Mahajan, A.V. and Deobagkar, S., 2020. Practical Application of the Management Accounting Tools for Decision Making During Recession-Survey and Analysis. The Management Accountant Journal, 55(2), pp.85-90.
Marzlin Marzuki, N.A.R. and Ismail, J., 2019. Benefits and limitations of variance analysis in management accounting. ACCOUNTING BULLETIN, p.15.
Steyn, E., 2017. An evaluation of a standard costing framework to manage transport costs for a South African logistics company (Doctoral dissertation, North-West University (South Africa), Potchefstroom Campus).
Vamvakidou, A., Gurunathan, S. and Senior, R., 2016. Novel techniques in stress echocardiography: a focus on the advantages and disadvantages. Expert Review of Cardiovascular Therapy, 14(4), pp.477-494.
Weygandt, J.J., Kimmel, P.D., Kieso, D.E. and Aly, I.M., 2018. Managerial Accounting: Tools for Business Decision-making. John Wiley & Sons.

