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Part 1
The sales price variance is the difference that a business gets from the projected revenue from sales of a good or service and the true amount the business raises in sales of these commodities. When a company introduces a good or product, or at every beginning of an accounting period, the management of the company makes projections of the amount it expects to make in revenues. This amount is necessary for the company’s budgeting and planning reasons, but it is not always realized in the same fashion as the company expected (Nejad, Lu and Behbood, 2017). In some cases, the company may find that it made overly ambitious expectations that the sales do not meet either as a result of the pricing needing a review or as a result of the company not realizing the number of units of the commodity it expected to sell within a specific period, say a quarter. Companies benefit when the difference is positive, such that the revenue made is more than the expected, but sometimes the sales are underwhelming in comparison to the projected values (Nejad, Lu and Behbood, 2017). 
The company calculates the sales price variance for every commodity to ascertain which performs better or otherwise. The formula for calculating sales price variance is given as: SPV = (AP – SP) x Total Number of units sold; where SPV is the sales price variance; AP is the real selling price; and SP is the projected selling price. Given XLG’s two commodities X and Y, the SPV for both can be computed as follows. 
Commodity X:
SPV = (AP – SP) x Total Number of units sold
= (37 – 30) x 750
 = 5,250
Commodity Y:
SPV = (AP – SP) x Total Number of units sold
= (45 – 35) x 850
= 8500
Besides the variances in revenue raised from the sales of a company’s goods, there are other variances that are considered important, including the sales volume variance. This variance quantifies the effect of a change in the volume of a commodity sold on the profit of the business, which occurs as a result of the difference between the amount of a product the company projected to sell with the given period and the actual amount it sells (Luo and Wu, 2018). The difference in expected volume and actual volume sold for a company has an impact on its profit projections as it directly impacts on the revenue amount that the company raises within the given period. The sales volume variance is computed using the formula: Sales volume Variance = (Actual Units Sold – Budgeted Unit Sales) x Standard Profit Per Unit of the product. This variance is also computed for each commodity, thus for XLG’s product X and Y, the sales volume variance is given as:
Commodity X:
Sales volume Variance = (Actual Units Sold – Budgeted Unit Sales) x Standard Profit Per Unit
			= (850 – 595) x 10
			= 2550
Commodity Y:
Sales volume Variance = (Actual Units Sold – Budgeted Unit Sales) x Standard Profit Per Unit
			= (750 – 595) – 7
			= 1085
Material price planning variance
Material price planning variances are the differences in a company’s revenue and profits as a result of errors in the planning process or inaccurate standards. These are the differences that result from the company’s marketing management using the wrong prices or price projections for the materials they consume in their every day operations, thus leading to different accounting outcomes with regards to the cost of manufacturing the commodity and the profit margins for the commodities are impacted on heavily (Luo and Wu, 2018). The variance can also be caused by changes in the prices in the market, which would also impact the sales and prices of the products. As such, the material price planning variance computes the difference between the original price of the material to the price the company settles on after revising its planning to the standards that should have been applied in the beginning of the planning stages (Luo and Wu, 2018).
In the context of XLG’s product X and Y, the variance can arise after the company already planned for its quarter with the original price of famaQ imported from Brazil and these prices had to be changed due to constraints introduced in the supply chain by travel restrictions related to Covid-19. The material price planning variance for their company’s products can be computed as: Material Price Planning Variance = (Actual Quantity purchased x Actual Unit Cost) – (Actual Quantity Purchased x Standard Unit Cost)
Such that for Commodity X:
Material Price Planning Variance = (850 x 3.70) - (850 x 2.50)
= 3145 – 2125 
= 1020
And for Commodity Y:
Material Price Planning Variance = (750 x 3.70) - (750 x 2.50)
= 2775 – 1875 
= 900
Assessing managers’ performance using variance analysis
Like with any other performance assessment method, variance analysis has its merits and demerits. First of all, it is a method that focuses on the ability of the manager to make the most out of the available resources. This means that variance analysis checks how well or effective the manager has been for the organization with relation to resource allocation and with reacting to changes in the market (Huang and Chen, 2016). It is also a method that assesses how well the manager is equipped with regards to planning and executing plans that are meant to sail the organization, in the market, especially when the company is facing challenges in its operations. It is the function and responsibility of a good manager to lead the company in predicting what the market will throw to them in the future, and thus, advance planning is a necessity for proper management (Huang and Chen, 2016). 
When the variances lean too much towards the negative side and the company makes losses consistently, that could indicate the manager’s inability to respond to market trends and such would be termed as a weakness in management (Huang and Chen, 2016). Managers ought to be aware of the available resources for the company, their price trends, the amount the company may require in future and the predicted trend changes. This information should enable the managers to harmonize the activities of the company and most importantly, direct the available resources where the company would benefit most (Huang and Chen, 2016).
On the other hand, this can be a bad method to use when gauging the effectiveness and management qualities of a manager. First of all, the method is dependent on the financial reports of the company, which always come at the end of a financial period like the end of a quarter or financial year. What this means is that the manager can only realize the trends that need to be reacted to at the end of the period, and by that time it would often be futile to try and salvage the situation for the company (Huang and Chen, 2016). 
Additionally, in the cases where the management of a company already knows the need for them to respond to the market trends, for instance, when a chance comes through in the market for the company to capitalize and possibly make more revenue, it becomes almost impossible for the manager to authorize the utilization of the required resources to respond to such trends because these resources can only be authorized at the end of the quarter. As such, it would be possible to consider the manager weak in terms of responding or predicting the market while in reality, the manager may have the insight to make changes but the situation would be impossible to execute (Huang and Chen, 2016).
Part 2: 
For XLG, the primary objective when considering the decision to make and what option to settle for between continuing to import the chemical from Brazil and procuring it from in house manufacturers in the country should be to sustain the company’s market competitiveness. Any choice, however cheap or expensive for the company’s operations, should be considered leas feasible if it in one way or another adversely affects the company’s competitive advantage. There are several ways the competitive advantage of the company can be affected by either decision.
First of all, famaQ is the company’s primary raw material, which means the production of the products X and Y is solely dependent on the supply of the chemical. When the company fails to secure a consistent and sustainable source of the chemical, the supply of the two products in the market by the company will be reduced as the production will be reduced significantly. What this means is that the reduced production of Products X and Y, which are the leaders in their respective segments of the market, will create gaps in the market. These gaps will attract other companies competing for the leading position to fill it with their own products. Indeed, this will mean that XLG will be losing a massive share of the market to its competitors and, most importantly, the company will lose the advantage it has over others in the market for being the leader.
XLG uses a unit of famaQ for every unit of products X and Y manufactured. This makes the chemical an indispensable raw material and the company has no other choice but to ensure that this chemical is supplied consistently. There is another way the company would be losing its competitive advantage if it does not have a sustainable supply of the chemical. In this regard, losing one of its major sources, the Brazil source of famaQ, could mean that the suppliers from the South American country will seek other buyers for their chemical because the demand for this chemical would be high even if XLG pulls out of the importation deals. 
In business terms, XLG would be strengthening a competitor by letting them access the material that provided them with an upper hand in the market. In this regard, the company cannot allow the source from which they get their advantage to be accessed by one of their competitors because this would have massive and detrimental outcomes for XLG in the future. However, the company would also have to look into other ways through which the South American source they would like to keep and prevent it falling into the hands of the competition would have its own negative set of impacts for their business. In one of these ways, the company would retain the source but, in the process, have to incur the high costs of production caused by the increased shipping fees and the taxes and custom fees. 
Increasing the cost of a raw material has a direct impact on production cost, which in turn affects the price of the finished commodity. In essence, if XLG retains the Brazilian source of famaQ, the travel and shipping restrictions put up by governments seeking to control the spread of the novel coronavirus could mean that the company would have to pay more for the same amount of the chemical as they have had in the past. Significantly, a raise in the cost of famaQ per unit would raise the amount per unit used up in the manufacture of products X and Y. this, in turn, means that the market prices for both products would experience a raise. 
In a competitive market, a slight increase in the price of a commodity can have long-lasting ripple effects in the market in that the same conditions being experienced by XLG could be experienced by other companies and that would mean the raise in prices for products X and Y and similar products from competitors could be an industry-wide phenomenon. However, it could also occur that other manufacturers are using different raw materials or are sourcing theirs from different markets, making it possible for them to receive their for lower prices than XLG’s. in this case, their prices would be lower and that could affect the sales prices and volumes for products X and Y.
In conclusion, this is a dilemma that the management of XLG have to deal with. The best thing would be to come up with a compromise that covers their long-term interests and also enables them to make the most of the demand bubble created by the current market conditions. However, it would not be the best thing for the company to settle for a source of the chemical which cannot be trusted to deliver a sustainable supply of a raw material that not only gives the company the upper hand in the market but also acts as their lifeline.
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