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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. 
	1. A variance is the difference between a budgeted, planned, or standard cost and the actual amount incurred/sold. Variances can be computed for both costs and revenues. Identify and explain the types of variance analysis tools, which can be used in a production department of a manufacturing company, which specialises in spare parts for cars.
There are different types of variance that would help in the production spare car parts. Direct Material Cost Variance (DMCV) shows the difference with the actual material cost to the standard material cost. Direct Labour Cost Variance (DLCV) is the difference between standard labour cost anticipated for actual production and the actual labour cost for the same. Overhead Cost Variance (OCV) deals with all indirect cost related to the actual output. It is the difference between standard overhead cost and actual overhead cost. The three mentioned types of variance cover the cost part. We also have to consider the variances for selling the items. Sales Variance shows the difference between actual sales and standard sales. 

2. How can the variance analysis identified above help the production department meet its objectives?
Direct Material Cost Variance (DMCV) shows that an unfavourable or adverse amount means more cost was entailed in the actual production as compared to the standard materials cost expected. This variance analysis would help in determining the amount of actual production needed and how much it should cost.
Direct Labour Cost Variance (DLCV) shows the amount of actual labour cost compared to the standard labour cost. It will give the company an overview on how much cost incurred in the production of the material in terms of the labour overhead.
Overhead Cost Variance (OCV) is the difference of all other standard costs and actual costs. This shows all other cost aside from direct materials and direct labour costs. 
Sales Variance shows the difference between standard sales and actual sales. If actual price is higher, a favourable variance occurs. 

3. What can be the major causes of unfavourable variances and favourable variances against the budget in a sales department of a fashion organization?
[bookmark: _GoBack]Variances in sales, both favourable and unfavourable, might be caused by the market movement. Supply and demand lays a big factor. Seasonal requirements, fashion trends are also some factors to be considered.  Again, the higher price of sales will yield to a favourable variance. And decrease in volume will yield an unfavourable variance.
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Variance Analysis




ASSESSMENT # 10	Total Marks: 30


1.	A variance is the difference between a budgeted, planned, or standard cost and the actual amount incurred/sold. Variances can be computed for both costs and revenues. Identify and explain the types of variance analysis tools, which can be used in a production department of a manufacturing company, which specialises in spare parts for cars.						   (10)

	There are different types of variance that would help in the production spare car 	parts. Direct Material Cost Variance (DMCV) shows the difference with the actual 	material cost to the standard material cost. Direct Labour Cost Variance (DLCV) 	is the difference between standard labour cost anticipated for actual production 	and the actual labour cost for the same. Overhead Cost Variance (OCV) deals 	with all indirect cost related to the actual output. It is the difference between 	standard overhead cost and actual overhead cost. The three mentioned types of 	variance cover the cost part. We also have to consider the variances for selling 	the items. Sales Variance shows the difference between actual sales and 	standard sales. 
	2.
	
How can the variance analysis identified above help the production department meet its objectives?                                                                                                                                             (10)

Direct Material Cost Variance (DMCV) shows that an unfavourable or adverse amount means more cost was entailed in the actual production as compared to the standard materials cost expected. This variance analysis would help in determining the amount of actual production needed and how much it should cost.
Direct Labour Cost Variance (DLCV) shows the amount of actual labour cost compared to the standard labour cost. It will give the company an overview on how much cost incurred in the production of the material in terms of the labour overhead.
Overhead Cost Variance (OCV) is the difference of all other standard costs and actual costs. This shows all other cost aside from direct materials and direct labour costs. 
Sales Variance shows the difference between standard sales and actual sales. If actual price is higher, a favourable variance occurs. 

	

	3.
	
What can be the major causes of unfavourable variances and favourable variances against the budget in a sales department of a fashion organisation?                                                                                        (10)

Variances in sales, both favourable and unfavourable, might be caused by the market movement. Supply and demand lays a big factor. Seasonal requirements, fashion trends are also some factors to be considered.  Again, the higher price of sales will yield to a favourable variance. And decrease in volume will yield an unfavourable variance.
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