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Budgeting and variance analysis
Variance is the difference between actual performed and budgeted performance whereas a budget is a quantified plan of action for the future accounting period. It is what the organization is aiming to achieve and what it has set as a target. The organization should, therefore, gain from both actual preparation process and the budget once prepared. In completion of a production process, actual costs should be measured and compared with the standard value set before production to find the variance.  When the real results are better than expected, we have a favorable difference (F) while if they are worse than expected, we have adverse deviation (A). 
Material variance
Direct material variance can be subdivided as price variance and usage variance. The direct material total variance is the difference between the total output cost and the expected material cost. As per the reports on the Payton variance, the total variance is unfavorable. The negative is a result inefficiency in material usage. The company should find a way of managing the direct materials by reducing the actual expenditure. 
The direct material price variance is the difference between the actual quantities of material purchase or used and that of which was the expected cost. Payton results show that the real spending is the same as the budgeted amount. I would, however, recommended that the manager should source for cheaper materials to reduce the total cost and increase the overall contribution.
Direct material usage/efficiency variance; this is the difference between the standard quantity of elements that to be used for a named number of units produced and actual amount used valued at a standard price. According to Payton books of accounts, the company is not efficient in its material used since the total outcome is Adverse. I would recommend that the firm should consider regulating the total inputs and reevaluate the standard price.
Labor variance
Labor total variance is subdivided into labor rate variance and labor efficiency variance. Direct labor total variance is the difference between the expected labor output and the incurred labor cost.
Labor rate variance; this the variation in the expected cost and exact hours paid. Payton Ltd seems to be performing well at labor price but poorly in the efficiency of the labor hours worked leading to a net of adverse (A) variance. The difference is as a result of labor inefficiency. I would advise the manager concerned to check on labor productivity per hour and account for the same to make sure that there is no idle time. 


