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Task 2  (15 marks) 
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Task 3  (15 marks) 
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Task 4  (12 marks) 
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Task 5 (18 marks) 
 

 
Q Model Answer 

(a)  

 

 

Materials variances 

The general price of materials may have risen since the budget was set. Also, a higher 

quality of material may have been purchased to be used in the new machinery. Both 

factors would lead to the adverse price variance of £5k. 

 

The new machinery is likely to manufacture the finished product more effectively with less 

waste. Similarly, the new highly skilled labour will be able to handle the raw materials 

more effectively with less waste. Both will lead to a favourable usage variance (here £7k). 

 

Labour variances 

The new higher skilled workers will be paid a higher hourly rate. The redundancy costs for 

the less skilled workers may have been included in this month’s wages costs. Both would 

explain the £10k adverse rate variance. 

 

Higher skilled workers will be more efficient overall, capable of producing more 

components per hour. They may also be highly motivated as they had just been recruited 

to new roles. These would lead to a favourable efficiency variance here of £10k. 

 

Fixed overhead variances 

The £7k favourable expenditure variance can be explained by the reduction in rent and 

the lower depreciation charge on the new machinery. Both would have reduced overall 

fixed overhead expenditure in comparison to the original budget. 

 

The efficiency of the new machine could improve productive capacity. Coupled with the 

higher skilled labour, which is likely to be able to produce more in their working week, 

more units would have been produced than expected. Therefore the volume variance is 

£11k favourable.  
Bands Descriptor 

0 No response worthy of credit. 

1 – 4 Answer provides a very brief analysis of how recent events may have affected some of 

the variances. Points made have little relevance to the scenario and use of supporting 

evidence is limited. Responses cannot access higher bands if they do not address each 

of the variances (materials, labour and fixed overheads). 

5 – 8 Answer provides a brief analysis of how the variances (materials, labour and fixed 

overheads) may have been affected by recent events and a range of relevant points are 

made. The response makes good use of evidence to support points made. Answer 

demonstrates a good understanding of causes of variances. To achieve the highest marks 

in this band, the response will address all six detailed variances. 

9 – 12   Answer gives a detailed analysis of how all six variances may have been affected by 

recent events, making fully relevant points throughout. Points made will be well supported 

by evidence drawn from the scenario. A response that falls in this band will demonstrate a 

solid understanding of variances, how they can inter-relate and how they behave in 

different situations. 

 
 

The response below covers a range of possible points that you may include in your 
written response. This example is not intended to be exhaustive and other valid 
comments may be relevant. 
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Task 6  (15 marks) 
 

 
 
 

 

Q Model Answer 

(b)   

 

 

 

Material standards                                                                                                      (2 marks) 

The standard material price may need to be amended to reflect different price of input material. 

If the material is of higher quality, the standard material usage may need to be reduced to 

reflect standard input material quantity is less for the new machine. 

 

Labour standards                                                                                                      (2 marks) 

Higher skilled labour is likely to take less time to make each unit. Therefore the standard labour 
hours per unit could fall. They are also likely to have a higher wage rate and therefore a higher 
standard cost per hour. 

 
Fixed Overhead standards                                   (2 marks) 
 

The saving in rent on the storage facilities will reduce the standard fixed cost expenditure in 

total.  Additionally, any long-term increase in expected production levels will reduce the 

standard fixed overhead per unit. 

  

The response below covers a range of possible points that you may include in your written 
response. This example is not intended to be exhaustive and other valid comments may 
be relevant. 
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Task 7 (18 marks) 
 

 
 
 

 
  

Q Model Answer 

(ii)  

 
 
 

 

If the company were to produce the total sales demand they would require 43,000kg of 
material (which they have) and 27,000 labour hours (which they don’t have).  
 
This means they need to make the best possible use of the scarce resource, in this case, 
labour hours.  
 
To do this we calculate the contribution per limiting factor and produce in order of the best 
return in terms of the limiting factor. If we do not do this and produce any other quantity we 
will have less contribution and therefore less profit.  
 
Optimal production gives contribution of £102,500 (£35,000+£67,500) whereas producing 
Hyena first would give a contribution of £90,000. 

 

Bands Descriptor 

0 No response worthy of credit. 

1 – 2 Answer provides a very brief discussion of the chosen production levels – this must be 
linked to the student’s response in part (i) of the task to achieve marks. Little or no relevant 
explanatory points made for the consequences of choosing a different level of production. 
No mention on use of calculations to support answer.    

3 – 5 Answer provides a brief discussion of the choice in production levels, including a 
satisfactory explanation of the points made for the consequences of choosing a different 
level of production.  To achieve the highest marks in the band, the response will be linked 
to at least one relevant factor in part (i). Limited use of calculations to support answer.   

The response below covers a range of possible points that you may include in your 
written response. This example is not intended to be exhaustive and other valid 
comments may be relevant. 
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6 – 7  Answer gives a comprehensive and detailed discussion of the choice in production 
levels, demonstrating a solid understanding of the consequences. Points made for 
choosing a different level of production are fully supported by relevant evidence and are 
directly linked to the student’s answer in part (i). To achieve full marks, the response will be 
linked to all relevant factors. Answer fully supported by calculations. 

 
 
 

 
 
 
 

Task 8  (15 marks) 
 
 

 
 
 
 

 

 
Q Model Answer 

(b)  
 
 
 
 
Using ABC leads to more accurate product costs using a fairer allocation of the overheads 
charged.  This leads to better decision making in terms of pricing, withdrawal of products, 
and production scheduling. It’s also believed that ABC leads to better management 
understanding of the cause and allocation of overheads. 

The response below covers a range of possible points that you may include in your 
written response. This example is not intended to be exhaustive and other valid 
comments may be relevant. 
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By identifying the cost pools, management are able to look at ways to achieve savings in 
overheads in a more focused way. By using cost drivers, management can assess 
whether product profitability can be increased by reducing the number of times a driver is 
used. 
 
The time taken to identify activities and install the system could be a disadvantage for the 
company. The cost of implementation and the cost of running the system may also be a 
disadvantage.  Another disadvantage for the company could be any resistance to change 
that they encounter.  

Bands Descriptor 

0 No response worthy of credit. 

1 – 2  Answer provides a very brief discussion of the advantages and disadvantages of ABC, 
demonstrating little or no understanding of ABC. It is unlikely that a response in this band 
will include more than two advantages or disadvantages.  

3 – 5 Answer provides a brief discussion of the advantages and disadvantages of ABC, going 
beyond the minimum stages given in a Band 1 response.  
To achieve the highest marks in the band, the response will correctly explain at least four 
of the advantages or disadvantages.  

6 – 7  Answer gives a detailed discussion of the advantages and disadvantages of ABC.  To 
achieve the highest marks in the band students should cover at least six of the 
advantages or disadvantages in their answer. 

 
 
 


