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[bookmark: _Toc50553379]Introduction
Accounting is the process where monetary data is held and summarised in a helpful manner. Properly accounted in an analytical manner is a much more structured and reliable edition of such procedures. Business owners use accountants to coordinate the account statements that allowed them to make meaning of their accounting transactions and also makes them consistent with financial reforms. Management accounting, also called managerial accounting, offers management information for market research, decision-making, planning and control (Bruno and Lapsley, 2018). For example, data related to financial choices, financial planning and assessment of results. 
This paper is linked to XLG – a company which manufactures and sells cleaning products established on the eastern side of Britain. Their business is comprised of two separate cleaning agents that they produce - X and Y as well as their patented agent – FamaQ which is keeping them at the front of their competitors. The business is now faced with a difficult decision. Because of the Covid-19 lockdown the organisation planned to shift all of its production inhouse to the UK, rather than import from Brazil. For that purpose important regional factors will be discussed. These include measuring anomalies, such as market demand, product price forecasts, and operational variability, and determining the advantages and disadvantages of both options.
[bookmark: _Toc47447117][bookmark: _Toc48041825][bookmark: _Toc50553380]Part A
[bookmark: _Toc47447118][bookmark: _Toc48041826][bookmark: _Toc50553381]Calculation of price and sales volume contribution variance
There is mentioning all the information sales data, material prices, planned or real principles; management will be able to quantify deviations in various elements. This knowledge enables the calculation of selling and component price fluctuations of the both. On the basis of this information calculate different variances (Ng, 2018). 
	Given Information:

	Sold units:
	1600

	Material price variance: 
	£ 27000 Favorable

	Sales and Contributions:

	
	Chemical X
	Chemical Y

	Budgeted total sales 
	595 units
	595 units

	Actual Sales Volume
	850 units
	750 units

	Standard sales price
	£ 35
	£ 30

	Actual sales price
	£ 45
	£ 37

	
	
	

	Standard margin
	£ 25
	£ 20


[bookmark: _Toc50553382]Sales Price Variance:
Sales Price Variance is the gross profit change calculation as a function of the difference between the actual and normal selling price (Pavlopoulos, Magnis and Iatridis, 2019). Difference in appraised value can be affected by many factors however this was mainly due to the increased demand for cleaning products due to hygiene centric purchases during the pandemic. 
	Sales Price Variance

	Description – Sales Price 
	Actual Price
	Standard Price
	Difference
	Actual Volume
	Sales Price Variance

	
	£
	£
	£
	£
	£

	Chemicals X
	45
	35
	10
	850
	8500 Favourable

	Chemicals Y
	37
	30
	7
	750
	5250 Favourable


After putting the quantities in the formula, the sales price variances are obtained for Chemicals X and Y and the outcomes of 8500 in favor of X and 5250 in favor of Y are both good for the business. Differences in revenue are the variation in real or normal demand, and both X&Y chemicals are in a good position for the XLG Business to profit from.
[bookmark: _Toc50553383]Sales Volume Contribution Variance
The selling production is determined on the basis of differences in the standard price, average profit or standard cost between real items produced over rate comparable to the timetable. Such variance is very important as it helps companies to determine whether the amount variance has an adverse effect on the effectiveness of the company (Pelz, 2019). 
	Sales Volume Contribution Variance

	Description
	Actual sales volume
	Budgeted sales volume
	Differences
	Standard margin
	Sales volume variance

	
	£
	£
	£
	£
	£

	Chemical X
	850
	595
	255
	35
	8925 Favorable

	Chemical Y
	750
	595
	155
	30
	4650 Favorable


From the above statement, it was described that the measurement of the sales variance involves all products with both their budgeted volume and actual sales volume. After the calculation since both X and Y have higher actual than budgeted sales volumes, for X, 8925 and for Y, 4650 they are favorable according to the sales volume allocation variation. In the sense of the market volume contribution variation Chemical X is in a more profitable way. 
Another major reason for the increase in actual sales price is the increase in the unit price of FamaQ, the main ingredient for X and Y. Due to Covid-19 the price for importing it from Brazil has gone from the budgeted standard price of £2.5 per unit to £4.5 per unit for air transport, but for XLG the price paid at purchase is actually  £3.7 due to transporting via sea.
[bookmark: _Toc50553384]Material Price Operational Variance:
	Material Price Operational Variance

	Description
	Original Target Price
	Price Paid at Purchase
	Difference
	Quantity Purchased
	Material Planning Variance

	
	£
	£
	£
	£
	£

	Chemical X
	2.5
	3.7
	1.2
	595
	1,487.5 - 2201.5 = -714 Unfavourable

	Chemical Y
	2.5
	3.7
	1.2
	595
	1,487.5 - 2201.5 = -714 Unfavourable


[bookmark: _Toc48041827]

[bookmark: _Toc50553385]Material Planning Variance:
	Material Planning Variance

	Description
	Original Target Price
	Market Price at Purchase
	Difference
	Quantity Purchased
	Material Planning Variance

	
	£
	£
	£
	£
	£

	Chemical X
	2.5
	4.5
	2
	595
	1,487.5 - 2677.5= -1190 Unfavourable

	Chemical Y
	2.5
	4.5
	2
	595
	1,487.5 - 2677.5 = -1190 Unfavourable



[bookmark: _Toc50553386]Merits and demerits of using variances in order to evaluate manager’s performance 
An essential tool for a company to attain its long-term objectives is the effective use of variance analysis such as when a team understands a difference in an item such as material, labor etc. This needs consideration of the substantial impact on reporting the quarterly statements, as well as referring to such a variance, which will influence managers' strategies towards achieving those organisational goals. Examination of variances is a statistical expression of difference between real and predicted behavior (Qian, Hörisch and Schaltegger, 2018). This will encourage management to make more improvements and key decisions that will render the business more competitive for the potential future. Knowing that evaluating differences doesn't lead to market impact issues is important. This also provides qualified accountants and administrators with an example of how they will behave in case of potential addressing problems. A variance reflects both the difference between the standard asset and the true capability limitations for the continuing operations. 
Variants may have to do with variability in selling or price differences. If the real expenditure exceeds the normal expenditure or the estimated cost, then the variance is an unfavorable discrepancy. If the real cost is bigger than the total cost or the expected cost, unless the benefit is favorable, the discrepancy is a beneficial one. Although positive gap is favorable variance and unfavorable variance is the other side adverse distinction. Variability interlinks with other differences, as its variations are important in situation plan either correct or incorrect. Variability has many positively and negatively factors that impact the corporation's ultimate result. In effort to expand their finance department efficiency and also efficacy, managers must consider their strengths or demerit points that help invest their corporation (Rozario and Vasarhelyi, 2018). With this background, a thorough debate on the key advantages and demerits of using variations in the calculation of company effectiveness:
[bookmark: _Toc50553387]Merits
• Variance analysis enables an efficient financial plan, as executives tend to see smaller variances from the planned budget. Generally, a low variation helps managers to make investment decisions which are detailed and allow for forward planning.
• Assessing managers using events under their control: This acts as a tracking tool for detecting differences. Examination of significant variations on vital goods allows XLG corporate executives to understand the motive for this and enables managers to search for potential ways to avoid too much variation.
• Assigning responsibility to a relevant manager: Variation provides responsibility transmission and stimulates tracking frameworks on segments where necessary. For example, if labor efficiency variability is regarded as unfavorable or cost variation procurement of raw materials is unfavorable, managers may retain these departments' control to enhance efficiency.
• Confirmation of deviation from standard or expected tends to be the main feature of the study of differences. This change will concentrate on the leadership of the report. The management will be given the proper details for unfavorable variances when expenses seem more than anticipated approximation (Shahab Clinch and O’Neill, 2018).
• The evaluation of the performance of the managers and, in particular, of the director operator is yet another benefit of the differences. Advantageous numbers suggest growth equity for managers, where negative value suggests poor outcomes. It helps managers to take right decisions at right time and efficiently run all the activities properly. 
• Another advantage of the volatility is the small amount of spending. In case of adverse variance, supervisors take appropriate measures to keep records of the same functions. Here reasonable preventive action is taken after the knowledge of an unfavorable variety is assessed.
• Uncertainty or variability is the possible modification of the amounts budged. When there's no fair cause for uncertainty about an incorrect estimate of spending, the benefit requirements will be updated or changed.
[bookmark: _Toc50553388]Demerits
• If the financial planning has not been done, taking into consideration the detailed analysis of each factor, the budgeting process shall be carried out objectively and shall be needed to separate itself from the exact statistics. Despite that, absorption costing may not have been a useful tool.
• There are many anomalies in financial reporting and the procurement department has to examine and evaluate details including labor delivery, cost of production and staffing analysis to discover the reasons of these deviations. Fortunately, a bring-on method is cost-effective because the supervisors are able to rapidly address the issues on the basis of the information given (Stein, 2019).
• Variance analysis is an operation focused mostly on financial statements released much longer that after end of the fiscal year. There could be a time gap that can somehow affect the capacity-taking proactive action. Often, it is not way to obtain all options available of variation in accounting reporting which also makes it almost impossible to function on differences.
• An analysis of the variability appears to have a significant downside in that it takes more time to determine the consequences of the variability and may delay the corrective measures. The tracking process leads to a considerable time span contraction which would greatly slow the introduction of good strategy.
• A performance measure is uncertain to be attributed to total variations. Answer analysis determines the true outcome, since it differs from the planned activities (Ward and Calabrese, 2018).
[bookmark: _Toc48041828][bookmark: _Toc50553389]Part B
Due to the demand for XLG’s chemicals X and Y because of Covid-19, a 45 percent spike in sales for chemicals X and Y is expected, and it will significantly come through according to market assessments.
The production cost of FamaQ's section in the UK could be £3 which might have been smaller comparing to the production cost of £3.7 per unit. It indicates that the business must manufacture FamaQ in the UK instead of sourcing from Brazil. This would add important advantages for the industry. Numerous of its main advantages usually involve:
• If FamaQ is developed inhouse, the business would be stimulated, because the cost of production is lower and more controlled compared to the import.
• The product delivery would be shortened by 15 days, which implies production can begin sooner, when needed and satisfy customer demand earlier.
• Depending on the reactions from governments and society, the Covid-19 situtation can turn for the better or can be seen coming in a second wave, which may cause further closures, increased delivery times and increased costs due to demand and supply. 
• Because it is harder to produce items during the lockdown, the functioning of FamaQ in the UK would be the better option for potential procedures to be undertaken by the organisation.
After having weighed several factors, operating costs and advantages of FamaQ being produced in the United Kingdom, it is recommended that XLG would produce the chemicals in the United Kingdom instead of importing chemicals from Brazil, because it would promote economic performance, profitability and reduce costs of the business (Zhao and et.al, 2019). This would lower the cost of shipping and transportation and reduce the total cost of the product, which minimises XLG Company’s liabilities. Furthermore, transporting the product from Brazil would be very dangerous, as it would contribute to the spread of the Corona Virus between the locations while also being dependent on another country’s health and safety handling.
[bookmark: _Toc48041830][bookmark: _Toc50553390]Conclusion
It can be seen that management accounting plays a key role in optimising general organisational efficiency and with the advancement of internet and analysis, leaders can improve suggestions and decision making in order to achieve production productivity or enhance overall growth. Variances are an instrument used by both inner and outer parties to determine the organisational and financial point of the company in its economic development, or total operational efficiency and what can be improved. It is essential for all organisations to be cautious when attempting to make practical decisions for which they have used accurate strategies and analysis of variances can support those. 
Computation of the variability based on actual or predicted values can greatly influence making certain decisions. These help to assess the overall success of the company and leadership activities. Being conscious of its commendation criteria when using it can be quite helpful, as good ideas can boost business efficiency and performance. Supervisors should select the most suitable choices to make the business raise the profitability. They can do so by reducing manufacturing risks and maintaining the spread of COVID-19 as low as possible so that the lockdown period is not increased, leading to economical sufferings. Finally taking the above knowledge and analysis, it is recommended that the business should manufacture FamaQ inhouse rather than import from abroad as it would lead to more benefits and minimise risks.
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