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VARIANCE ANALYSIS

Variance -the difference between actual results and
budgeted or standard

Favourable (F) variance - actual results are [JSHEE than
expected results

Adverse (&) variance- actual resuts are [l than
expected results

MATERIAL VARIANCES

SP- Standard Price

S3- Standard Quantity

RS3- Revised Standard Quantity
AQ- Actual Quantity

Material Price Variance
(SPxAQ - (APxAQ)

+e answer (Favaurable)
Possible reasons:
+ [scount on large orders reducing the unit price
+ Purchasing lowquality materials
+ efficient buying procedures
+ changing a supplier

-ve answer (Adverse)
Possible reasons:

+ ineffident buying procedures

Purchasing high quality materials

Losing bulk discounts.

Lhexpected increase in the prices charged by a
supplier.

Market shartages of materials

Lhexpected buying costs eg. high delivery
charges

Material Usage Variance
SPx) - (PxAQ)

N

+#

+ve answer (Favourable)

Possible reasons

+ Usedf high quality matena“\(

uL Usu‘g skilled la ler'b
acturing and todls

llty control

+ e df lawquality material
4+ Using unskilled labour

#+ Worse quality contrdl

+ Changing material mix

+ Defective materials

Material Mix Variance
(SPx) - (PxAQ)

+ve answer (Favourable)
Possible reasons
4+ Better material mix

-ve answer (Adverse)

Possible reasons
4+ Wbrse material nix



