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[bookmark: _Toc50559625]Part A
Introduction: 
In this report we will discuss various variances in the accounting process and the advantages and disadvantages of using the variances for the purpose of decision making by the management of the organization. Also, how each of the variance report that has been calculated as per the given scenario and is used and will explore the outcomes of such variances in relation to the given scenario. The report has been based on the scenario which states that XLG Company is based on the eastern part of Britain which deals in cleaning products and has patent right over its two product which enables to competitive advantage in the market. Therefore, this variance report will help in determining the financial performance within the given period. In addition, to it can be said that key findings about each aspect will be discussed in conclusion section of the study. 
[bookmark: _Toc50559626]Case Brief:
As per the given scenario, XLG Company which is based in the eastern parts of Britain trades in two chemical products X and Y, XLG Company operates in the business environment, which is extremely competitive. However, as the company secured a patent right over famaQ, this leads to the attainment of competitive advantage by the company in the market. The competitors cannot copy the product which has been patented by the XLG Company while competing in the industry. During the second quarter of the year that is March 2020, the pandemic of corona Virus broke out, which leads to lockdown all over the country, which made the company make online sales of its product. Therefore, through this report, the variance analysis of the company's financial analysis will be discussed.
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2. [bookmark: _Toc50559628]Material Price Planning and Material price Operational Variances
Material Price Planning variance
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[bookmark: _Toc50559629]3. Advantages and Disadvantages of using variances in assessing manager’s performance:
[bookmark: _Toc50559630]Advantages:
Measurement of Performance: The variance analysis is one of the tools to measure the performance of the managers. The favourable or unfavourable status of the variance analysis states whether the manager has been able to make an effective decision and implement the decision efficiently (Iiste.org. 2020). Such as if the variances are showing favourable results then it is anticipated that the organisational mangers had performed their due obligation in the course. In the given case the material price is favourable, therefore the production manager has compiled with its due obligations. 
Accountability of the Managers: The variance analysis is a tool which makes the managers accountable their decisions. Organizations are structured into various departments and therefore, variance analysis helps to assess the performance of the managers in various departments of the organization and also make the managers accountable towards any deviation that takes place in the operation of the planed departmental activity (Bizfluent, 2018). In the given case the company or its sales department is able to sell more than the budgeted figure based on the COVID 19 effects which has increased the demand for housekeeping and cleaning products. The company has sold 255 of product X and 155 units of product Y in excess to its budget sales amount. Even though it is resulting a favourable position the company should account the sales managers for wrong estimation and the company should consider this because the increase occurred during the lockdown, way after budgets has been prepared. Furthermore, if the results are adverse then investigations need to be carried out by the sales manager and report the same to higher authorities
Assessing the deviation: The variance analysis helps in the assessment and evaluation of the deviations that has been made by the managers while implementing the planned activity. Therefore, using variance analysis the management of the organization can assess whether the manager is effective and efficient in the implementing the planned activity and acquire the desired result. In the given case the company was planning to sell 595 units of product X and product Y each. However, in actual the difference of the actual amounts and the budget amounts are exceeding deviation of 43% for product X (255/595) *100 and 26% for product Y (155/595*100). The result is favourable, and the deviation is significant in budgeting assessment.
[bookmark: _Toc50559631]Disadvantages:
Determining the causes of unfavourable result: The variance analysis does not provide information with regards the root causes of unfavourable result which makes it problematic for the directors and the management of the company to take further decision to make it effective (CFA Journal,2020). In the given case the material planning variance in showing unfavourable position as it is amounting to be $3200 adverse amount. But the main cause of increase in the material price is not immediately ascertainable by the variance analysis, hence further analysis has to be carried out. This is also resulting in increase in future risk of the organisation. 
Evaluation of external factors: The external factors which may affect the operation and performance of the business cannot be assessed with the help of variation analysis (Bized.,2020). For example, demand and supply of raw materials is not evaluated by the variance analysis and therefore, the results obtained through variance analysis does not appropriately measures the presentation of the business or the performance of the directors. Based on given case it is ascertained that demand for the product is automatically increased due to the effects of COVID 19 and not majorly for the performance of the organisational manager. Commenting on the performance based on the variance analysis only might become a difficult task.
Defective Inputs: While conducting a variance analysis the inputs provided within the analysis must be accurate so that the results obtained can be accurate (Jr. and IV, 2020). If during the analysis the inputs are defective, then the analysis will provide defective results which will lead to defects in the decision making. So, this relates to weak reporting systems, where individual managers may provide wrong information for XLG’s. 
 The above effect will lower the efficiency of the company in managing the system and making an effective budget. The effective budgets are phenomenon to the company’s growth as the company decides and perform in associate with budget. 
[bookmark: _Toc50135321][bookmark: _Toc50559632]Conclusion:
Therefore, as per the variance examination of the sales price and the material cost it has been found that the results are favourable which means that the performance of the procurement and sales department of XLG company is effective and efficient. Moreover, by discussing the merits and demerits of the variance analysis with respect to the assessment of the performance of the managers it has been understood that it helps in judging the performance of the managers only if accurate inputs are provided. 







[bookmark: _Toc50559633][bookmark: _GoBack]Part B:
Introduction: 
      The report shall be based on the given scenario which states that there has been an ongoing risk of importing famaQ from Brazil. Therefore, the report shall analyse and assess whether it will be beneficial for XLG famaQ in UK or import it from Brazil which has been done before the ongoing pandemic situation. To conduct the assessment of the decision making with regards to the importing of famaQ, certain factors shall be taken into consideration such as the competitive advantage of famaQ, increase of demand of the both chemical X and Y by 45% and cost of manufacturing famaQ in UK is $3. 
      Here cost benefit analysis will be used to showcase the congruency of the company in producing its household products. In addition to that, cost benefit analysis will help the XLG to identify the process and scopes of the business which will lower the risk associated in the business. Further it will help the management to identify the resources to lower the cost of production. In the long run the company can sustain and make a competitive impact with low cost production.
[bookmark: _Toc50559634]Competitive Advantage:
FamaQ is one of the patented products of XLG and therefore, the company will not have to be dependent on others for the development of the product in house in UK. Moreover, the legal compliances for the purpose of manufacturing the product by XLG will not be difficult as the product has already been registered under the Patent laws of the country and therefore, the same can be manufactured in the country with ease (Jones et al 2018). Moreover, manufacturing the product within UK will also reduce the cost of import duties paid by the company to both the countries. 
In addition to that, based on the recent increase in demand for the sanitisation and hygiene related products, it becomes a pool of opportunity for the XLG in case of in-house production. The company then will be able to deliver their products in a fast way to the retail show and warehouses. Further in-house production will help the company to determine the product quantity based on demand. By importing famaQ into the UK, the company will have to predict budgeted sales units and lead time to make a steady flow of product supply into the market. This risk and obstacle can easily be mitigated by implementing in-house development. 

[bookmark: _Toc50559635]Increase in the demand:
Due to the emergence of pandemic called COVID 19 or Corona Virus, there has been an increase in the maintenance of hygiene by the people of the country. People of the country have become more conscious about the use of products manufactured by XLG. Moreover, as XLG has been operating in the UK market before the emergence of the pandemic, consumers know about their products and its quality. Due to predicted increased demand by 45%, if the company produces its product within UK then it shall not have the problem of meeting increased demand. Importing from Brazil will affect the supply of the product and lead to increase in the cost of transportation due to the lockdown, which will subsequently increase the cost of the product as well as the price of the product in the market. 
[bookmark: _Toc50559636]Reduction in Cost of making as well as time of delivery:
As per the given scenario, if the company manufacture famaQ in UK then it shall have to spend £3 per unit whereas, the company will have to spend more if it imports the product from Brazil. Moreover, importing from Brazil will also take time due to lockdown measures taken by various nations due to the emergence of the corona virus (Sarkis et al., 2020).) In the given case it ascertainable that only forming a business decision based on specific event will not be an ideal option. However, the spread of novel corona has created a deep impact over the public for the needs of cleaning and hygiene. This is the biggest opportunity for the company to make its impact over the customers by providing low cost good quality product. Further there are clear indication that this spread will carry a substantial effect on upcoming 3-5 years (Akrofi and Antwi, 2020). It has also been estimated that the product can be delivered within 15 days in the market and therefore, there will be no effect on the supply of the product in the market rather the raw material supply will be increased due to the decrease in lead time.
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If XLG commences the manufacturing of famaQ in UK then the company will not have to bear additional cost of transportation from Brazil and other fees and taxes that has to be paid by the company and the company will have to spend $3 per unit which is lesser than the actual cost of production which is $3.7, presently spend by the company on per unit of its product. Therefore, based on the given data the material price variance will be $595 and $525 for each of its product X and Y, which is favourable for the company. Therefore, the company will be earning more profits if it manufactures famaQ in UK. 
[bookmark: _Toc50559637]Problems with Manufacturing:
The main problem with manufacturing the product by XLG Company is the building of plants and acquisition of machinery for setting up the production process. Moreover, setting up a production facility involves both accumulation of huge capital as well as time (Gates, 2020). As the time is very short for the company it is not possible for the company to create a production facility setup in UK. Therefore, this are some certain problem of the organisation. 

[bookmark: _Toc50559638]Recommendation and Conclusion:
Therefore, as per the given scenario, it has been stated that the product famaQ is a patented product of XLG Company and therefore, the company can enter contract with any other company in the industry for the manufacturing of the product. As XLG holds a patent registered against the product, therefore, the other company who will manufacture the product will not be able to use the same in their own name and hence, XLG Company will be able to achieve its aim of manufacturing its product in UK and can earn higher profits than it earns at present. In addition to that it can also be commented that the company might face time lagging to make its own factory, and this will incur additional cost. As the company is having patent it can make it product with the help of other companies or its factories on contractual basis for speedy and cost-effective production
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The sales price variance

Formula: Sales price variance = (actual price ~ standard price) x actual volume

Description | Actual price | Standard Difference | Actual Sales price
price volume variance
$ $ $ $
products X g 35 10 850
products Y 37 30 7 750
status 13750 Favoutable





image3.png
Formula: Sales volume contribution variance = (actual sales volume — budgeted sales volume) x

standard margin

Description | Actual sales | Budgeted | Difference | Standard | Sales volume
volume sales volume margin vasiance
$ $
‘products X 850 595 25 63758
products Y 750 595 20 3100
status 9475





image4.png
Formula: Material planning variance = (original target price — general market price at time of

purchase) x quantity purchased

Description | Increased | Standard cost | Difference | Actual units | Material Price
price per Sold planning
unit Variance
$ $ $ $
products X 45 25 2 850 1700l
products Y 45 25 2 750 1500
status 3200 ENOUEE
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Material Price Operational variance:

Formula: Material price operational variance = (general market price at time of purchase — actual

price paid) x quantity purchased

Description | Paid price Original | Difference | Actual units | Material Price
Standard cost Sold planning
Variance
$ $ $ $
products X 37 25 08 850 6308
products Y 37 25 08 750 6008
status 1280 Favourable
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Profitability of UK manufacturing:

Formula:(Actual Price - Cost of sales (UK)*Actual units Sold

Description | Actual Price | Cost of sales | Difference | Actual units | Material Price
(UK) Sold planning
Vasiance
B B B
‘products X 37 3
products Y 37 3

status
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