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[bookmark: _Toc46610325]Introduction
Report provides the critical assessment regarding the advantage and disadvantage of using the variances for the objective of decision making. Report is about the finding of the link among the variance and the dysfunctional behavior of the managers. Report shows the assessment regarding the role of make or buy decision for the making strategic business choices. Report shows the calculation of some of the variances and given the demonstration related to decision making abilities under the risk. The calculation is about the sales price variance and the sales volume. The second part of the report is regarding discussion of risk is posed because of the importing famaQ and the way it has impacted the XLG during the period of lockdown. This involves provding of the report regarding the assessment of decision for making FamaQ in house in the UK or the keep on getting the imports from the Brazil. 


[bookmark: _Toc46610326]Part A
(1) [bookmark: _Toc46610327]Sales variance and sales volume contribution variance
Total Units Sold                    1600
Material Price Variance        27000

Sales and contribuition
	 
	Chemical X
	Chemical Y

	Budgeted volume sales in units
	595
	595

	Actual volume Sales in Units 
	850
	750

	Standard Price per unit
	£35
	£ 30

	Actual Price per unit
	£ 45
	£ 37

	Standard Margin per unit
	£ 25
	£ 20






Sales Price Variance = (Actual units sold * Actual price) – (Actual units sold * standard price)
Sales Price Variance of Chemical X:
Sales Price Variance of Chemical X 
= (Actual units sold * Actual price) – (Actual units sold * standard price) 
= (850 * £ 45) – (850 * £ 35) = £ 38,250 - £ 29,750 = £ 8,500(Favorable). 
Sales Price Variance of Chemical Y:
Sales Price Variance of Chemical Y
 = (Actual units sold * Actual price) – (Actual units sold * standard price)
 = (750 * £ 37) – (750 * £ 30) = £ 27,750 - £ 22,500 = £ 5,250 (Favorable).
Sales Volume contribution = (Actual Unit sales – Budgeted unit sales) * Standard contribution per unit. 
Sales volume contribution Variance of Chemical X:
Sales volume contribution Variance of Chemical X
 = (Actual Unit sales – Budgeted unit sales) * Standard contribution per unit 
= (850 –595) * £ 25 = 255 * £ 25 = £ 6,375 (Favorable)
Sales volume contribution Variance of Chemical X 
= (Actual Unit sales – Budgeted unit sales) * Standard contribution per unit 
= (750 – 595) * £ 20 = 155 * £ 20 = £ 3,100 (Favorable)
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	Information
	
	

	
	
	

	Total sales units
	1600
	Units

	Material price variance            
	 £27,000.00 
	Favourable



	Material price information
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	Amount
	 
	

	Standard price
	 £             2.50 
	per unit
	

	Actual price
	 £             3.70 
	per unit
	

	Budgted total sales of FamaQ
	1190
	units
	

	Actual sales done by using FamaQ
	1600
	units
	

	XLG actually paid for famaQ
	 £             3.70 
	per unit
	

	Revised standard price
	 £             4.50 
	 
	

	
	
	
	

	
	
	
	

	Formula of material planning variance = (standard price - revised standard price) * Actuall quantity purchased

	
	
	
	

	Detail
	Variance
	Situation
	

	Material price planning variance 
	-£    3,200.00 
	Unfavourable
	

	
	
	
	

	Formula of material operational variance = (Revised standard price - Actual price) * Actua; quanity purchased

	
	
	
	

	Detail
	Variance
	Situation
	

	Material price operation variance
	 £     1,280.00 
	Favorable
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Variances
Under the budgeting variances, it can be understood as the difference among planned, standard or the budgeted cost and the actual amount which have been incurred. The variances can be calculated against both the revenue and the costs. The variance is linked with the planned and the actual results and this can have the effect on to the difference among the those two on the performance of the company (Folsom  and Guymon, 2013). 
There can be various merits and demerits of using the variances in the assessment of mangers performance which can be explained below:
Merits
Indicate Departure
Use of variance can help in showing the indication about the departure from the standard. This departure can attract the management attention for the investigation. Management of the firm can get the important fact related to this departure in case of the adverse variance especially. 
Controlling expenditure
[bookmark: _GoBack]Use of variance involves one of the roles controlling the expenses. An organization can take the relevant regulating action if in case there are unfavorable variances. First reason of adverse variance is identified and after that the relevant action is taken (Folsom  and Guymon, 2013).  
Adjust budget estimates
One of the benefits of using the variance is the adjustment of the future budget estimates. When there is no relevant reason for variance other then any incorrect budget estimate then the future budgeted estimates is adjusted. 


Evaluation of performance
Another benefit of using variance is the setting of the system roles and responsibility in the company. Because of this setting there would be improvement in the efficiency and regulation in the business firm (Zakaria, et. al., 2012). 
Accountability
The calculation of the variance can help in setting of the accountability system within the company. Hence, all would be accountable for the unfavorable variance results which means when there is material, or the labor cost is much more than what was expected. 


Demerits
Timing delay
The accounting workers of a business firm collect the variances at the last of each of the month before giving the result to the management of the firm. In many of the cases, organization would need the feedback faster, and due to this it can be warning signal or the measurements which would be generated on the spot (Zakaria, et. al., 2012). 
Source of variance
Many of the reason behind the variances cannot be identified in the accounting records. So, the accounting department would be required to analyze the information such as material bills, labor routing and the overtime records which would very helpful in finding out the reason behind the variances. These kinds of operations can be cost efficient if only firm would be able to fix the issues linked to the information given. 
Detailed analyses
Budgeting is all about detailed analysis in relation to each of the factors of the business. In case if the budget is not performed by taking into consideration the detailed analysis of every factor then the process of budgeting would be performed in lose manner which can result in deviations in the actual figures. Due to this analysis of the variance would make any sense in such conditions or the situations (Uhl, et. al., 2017). 


[bookmark: _Toc46610330]Part B Report
The given situation is regarding the decision of whether to import the product or the make the product at home itself. Under this situation, XCG produces two cleaning agents which are the Chemical X and Y. in case of chemical X, it cleans the stains off of any surface which can be further used on the upholstery fabrics and the kitchen surfaces and in case of chemical Y, it can clean and shine the all types of floor surfaces. The main reason behind the leading position in the market is due to the patent secured against the famaQ which is a superior cleaning agent as this product cannot be copied by the competitors within the industry. But now the situation have arised due to corona virus which have broken out in the world wide and the nationwide lock down have been imposed under the UK government for fighting against the pandemic due to which it has impacted the import of the famaQ from the Brazil (Nazilli and Postavaru, 2012). Due to this pandemic cost of importing the product have been increased as now the product have to be transported through air and this would be more expensive as compared to the sea transport due to which the price per unit of the product have been increased to 4.50 from the price per unit of 3.70 per unit. This report involves analysis of this situation by understanding the risk due to import of famaQ from Brazil. There some of the important points which can be considered before making any decision. One of the situations which can be considered is the Brazil stands 2nd in world as the worst affected country in the world by corona virus and under this there can be more risk of importing famaQ through the air and water. This involves the risk of letting in the corona virus in the industry if the product involves the traces of corona virus, therefore it would become very important for the organization to take precaution in case if the risk of importing product from Brazil is taken (Yang, et. al., 2019). 
FamaQ is an important factor for the XLGas due to this firm is able to get competitive advantage because of which they are able to maintain their market leading position as this product cannot be copied by the other competitors. Removal of the FamaQ product is not an option for the firm as by stopping the import and not manufacturing the famaQ because the firm would not be able to maintain the leading position and business would fall. 
One of the situations is that there has been increase in the demand of chemical X and Y up to 45% and this would continue towards further future period. Due to pandemic situation the imports have become expensive and it would be better for the firm to start manufacturing the famaQ at home itself as the expenses is also less. The firm can divert their focus on to the making of the chemical X and Y as the demand is more by which more amount of profits can be earned (Li, et. al., 2018). 
One of the big advantages of making the units of famaQ in UK is that there will less expenses as compared to importing through air which would cost up to 4.5 and in case of making in UK the cost would only be 3 per unit. Another advantage of manufacturing at UK is that the delivery time would reduce up to 15 working days by which lot of time is saved and during that time itself the firm would be able to manufacture more in those working days by which the sales can improved which would contributes towards the goal of the business. 
So by overall assessment of the risk which have been caused due to the corona virus pandemic it would better for the organization to take the decision of making the famaQ in house in the UK itself instead of importing from the Brazil because Brazil have got 2nd highest case of corona virus in the world which can add up the risk of importing in UK. The product should be made in UK itself as it has got the competitive advantage by which it becomes different from their competitors. The decision of manufacturing at home can be taken as the demand of chemical X and Y have been increasing due to which there would be less pressure on the demand of the famaQ. One of the big reason behind taking decision of manufacturing at home is due to the less cost and as the importing from air due to the pandemic have become costly and this have also resulted in reduction in the delivery time of 15 working days. In those working days more of the famaQ products can be produced at home itself by which more amount of profits can be earned. Therefore, XLG should go for manufacturing the famaQ product in UK itself instead of going for the import option as the company would get more benefits from manufacturing at home by which goals can be achieved (George, et. al., 2019).


[bookmark: _Toc46610331]Conclusion
The reports have provided the knowledge in relation to the variances. Report have showcased the advantage and disadvantage of making use of the variances for the purpose of decision making in the business firm. Some of the calculations have been shown in relation to the price variance, labor variance, operational and the planning variance which would be help in finding the variances whether they are favorable or the adverse. Report have analyzed the scenario of the business for which a report have been prepared regarding the import option or the manufacturing option due to the outbreak of the corona virus outbreak because of which relevant decisions would be taken considering the information provided under this scenario. Report reflects about the importance of using the variances by which benefits can be obtained. 
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