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Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
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Variance Analysis

Assignment 10

A variance is the difference between a budget, planned or standard cost car spare parts and the actual amount incurred/sold. Variance can be computed for both cost and revenue. Types of variance analysis tools like window screen, starters, wheel spanners,, head light, oil filters and petrol filter which can be used in a production department of a VM Car Spare Parts Manufacturing Company. Cost of petrol filter variances refers to the different between standard costs of petrol filter, or what should have been the cost of petrol filter and the actual cost of petrol filter that the firm has incurred. If the actual cost of petrol filter is less than the standard cost of petrol filter then the variance is said to be favorable .If actual cost petrol filter is more than standard cost petrol filter than the variance is adverse or unfavorable. The difference between budgeted sales of starters, or the level of sales of starters and the actual sales of starters that the firm has managed to achieve .If the budgeted sales are more than actual sales than the firm ends up with adverse or unfavorable variance.
Example:
Standard output                           600 petrol filters
Actual output                                800 petrol filters
Std-   qty -                                     1kg petrol   filter
Total actual qty used                   1000kg
Std rate per petrol filter              $3 per kg
Actual rate per petrol filter         $4 per kg
DMCV=standard cost of actual output - Actual cost
                                         (800x1x3 –(1000X4)
                                        $2400 – 4000
                                         (1600)Adverse.
2. Variance analysis can help the department of VW car spare parts manufacturing company to meet its objectives of the business and its appetite for risk. This will help cod to achieve the coherence that the board desire in variance analysis of idle time for the employees and cost of car spare parts of non-conformance. Cost of car spare parts dealing with cars that do not meet the prescribed quality standards cost analysis could best achieve it consequently. Variance analysis itself is only a mathematical tool that can be used for several department .planning skill, tool and techniques to project activities to meet the project requirement.
3. Major causes of unfavorable variance and favorable variance against the budget in UZZI sales department of a fashion garment organization. The selling price goes up, the actual sales of jeans their volume is usually lower than the standard, resulting in a favorable variance with respect to price and an unfavorable one with respect to quantity. It is important to remember that a higher price is viewed as favorable variance and lower volume of T-shirt sales is viewed as unfavorable variance .This variance can be a result of both controllable and non-controllable factors. If actual sales of jerseys exceed the budgeted sales of jerseys, then we have a favorable variance and if the budgeted sales are more than actual sales than the variance is unfavorable. Sales of shirts value is affected by the price and volume of sales shirts.
Example:
Sales of T –shirt value variance = Budgeted sales of a T-shirt –Actual sales of a T-shirt.   

  







Student Statement:

By submitting this assignment, I confirm that this is my own work.



	Student Signature
	OLIVIA  TAKAVADA
	Date
	[bookmark: _GoBack]20/09/2015




For Tutor / Assessor Use Only
	Total Marks
	

	Marks Obtained
	

	Percentage / Grade
	













image1.png
ﬁ
o R




