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PROPOSAL

The problems in THE PRACTICE OF STANDARD COSTING AND BUDGETARY CONTROL SYSTEM IN THE MANUFACTURING FIRM,. A CASE STUDY OF FLOURIER NIG border on how the cost associated with production can be minimized without reducing standard in the product manufactured or serviced rendered by the organization. The standard costing and budgetary control issue has bothered manufacturing firms in Nigeria over the years. The decision regarding to this rests with management.

 The study is aimed understanding how flour Nig. Plc practice their Sandra costing and budgetary control with a view to offering some suqqestians on how they can become more efficient.

The research project is divided into five chapters:

Chapter one covers the statement of problem, the purpose of the study the research question and the statement of hypothesis. Other that are to be discussed include the scope, the significance the organization of the study and the limitations.

Chapter two covers the literature review of the subject. In the discussion, the such subheads treated are the origin, the nature and objectives and meaning of standard costing, variance analysis budgeting controls, computerized aspect of budgeting and human behavioral aspect were also discussed. Chapter three clears with the research methodology, its sampling, used was stated. In chapter four, we took care of the data collected by analyzing and presenting them in a systematic manner. Finally, chapter five clears with the discussions of finding in chapter four the condussion and recommendations.
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                        CHAPTER ONE

1.1 INTRODUCTION

Most businesses use planning and budgeting procedures to prepare for the future. Manufacturing firms need to understand the relationship of sales revenue to product costs, selling expenses and administrative expenses as yearly as possible in product development. Therefore, the practice of standard costing and budgetary control system has been a crucial area of concern for manufacturing firms in Nigeria it is known that in this technological age, that for an organization to make a tremendous progress, there must be standards set in the various operational areas.

 As a consequence, the importance of standard costing and budgetary control system in manufacturing firms cannot be over emphasized budgetary control assist the manufacturing firms to monitor their progress towards the pre-determined aims and objectives.

A standard costing system through its control process ensures an effective and efficient attainment of a company’s goal producing high quality products. It attempts to inform management of the pre-determined cost set before the product is manufactured or service rendered. Asechemie stated that one advantage of standard costing is the speed with which we know the cost of material used, because in standard costing we do not wait but record material etc used as soon as possible.

Standard costing serve management in cost reduction. They provide a means of communication between top management and line supervisors. Standard set goals, which help to develop cost consciousness in the employees. These standards are motivating fore to encourage the operators to improve their performance.

Batty 19975:9 defined standard costing as a system of accounting which is designed to show in detail how much each product should cost to produces and sell when a business is operating at a standard level of efficiency and for a given output. According to the definition given by the chartered institute of management accountants CIMA budgetary control on the other hand is the establishments of budgets relating the responsibilities of executives to the requirements of a policy and the continuous comparism of actual with budgeted results, either to secure by individual action the objective of that policy or to provide a basis for its Revlon.

Standard costing and budgetary control are interrelated because when standard costs have been determined, it is relatively easy to compute budgets for production costs and sells. When actual costs differ from standard costs the resulting differences cost variances provide a basis for control reporting.

Budgetary control is applied to the system management control and accounting in which all budgeted expenditure or income are compared with the actual results. Corruptive action follows immediately in order to arrest the variances.

1.2 OBJECTIVES OF THE STUDY

1. Can it be that the manufacturing sector operates at a loss because they do not budgeted or do not put standard costing and budgetary control systems into proper use.

2. Is it that budgetary control measures are inadequate or inappropriate?

3. Why is their deviation of actual performance from budgeted?

4. Are there other variable that affect the effectiveness of these control systems.

1.3 SIGNIFICANCE OF THE STUDY

This project on the practice of standard costing and budgetary control systems in manufacturing firms will be of immense benefit it both the organization and other researchers in this area of study.

It will enable us gain an understanding of what B actually happening among manufacturing firms in the private setter from the stand point of work also places emphasis on the need to define the objectives of the organization as a whole, and within this overall frame work to define the results which each department and its persona should active.

These targets should established not just for the budget period as a whole, but for budget control period. It goes also to reveal the extent by which actual results have exceeded or fallen short of the budget, to indicate through analysis or other measures of performances the reasons why actual results differ from these budgeted, and to establish the magnitude of differences. 

It can be used as a basis of reporting on actual performances with various or other performance measures, a basis is provide for guiding executive action to correct adverse trends and to take full advantage of any beneficial trends which are revealed by the results. It will also create an awareness of providing a basis for the revision of the current budget, or to preparation of future budgets to provide a system whereby the resources of the organization are used in the most efficient way possible.

Where the activities of an organization are subject to seasonal or cylindrical variation budgetary control provides a means of establishing the organization activities.

1.4 STATEMENT OF PROBLEM

The basic problems in the practice of standard costing and budgetary control system in the manufacturing firms border on how the cost associated with production can be minimized without reducing standard in the products manufactured or services rendered by the organization. Infect, there is the need to strike the balance between actual cost and budgeted cost. Therefore the problem arises as to the level of variance analysis adopted as policy by the manufacturing firm.

Manufacturing is the process of converting raw materials into semi. Finished or finished goods. Standard costing and budgetary systems are cost control techniques adopted in the achievement of production targets for the period. A budget being a plan or target in quantities and money values prepared for a future period of time usually one accenting year. Attempts to look over the hill into the future to aim at where business wants to be in the foreseeable future and how it intends to get there.

Standard costing and budgetary control provide information for planning controlling and decision-making. Hanson, Hamre and walgenbach 1993. Put it rightly where they stated that management has the basic responsibilities to plan, control and measure performances and to make decision.

It is usually are to achieve 100% target but since management attempts to budget for the future they must look into the crystal ball world of business think about tomorrow, plan for tomorrow and thus look into tomorrows be clesigned to meet the needs of the business and not try to fit the business into some pre-conceived system. It is essential to ensure that budgeted targets are attained and therefore motivation becomes part of the budgeting process. Finally this research work will among other things explore the impact of standard costing and budgetary controls on profit sales and performance generally.

1.5 RESEARCH QUESTION
In the course of carrying out the research, there the questions which should be asked. These question will help us formation of the hypothesis. These questions are as follows; 

1. Do some manufacturing firms use standard costing in their operations?

2. Are there firm who use both standard costing and budgetary control system.

3. Are there firms that use only standard costing or budgetary control system?

4. Is computerization in use in the budgetary control standard costing systems in the manufacturing firms

5. It what extent does setting of budgetary control and standard costing targets affect employee motivation.

1.6 HYPOTHESIS FORMULATION
1. Ho: There is no relationship between budgetary control system and the increase in company’s profits.

2. Hi: There is a relationship between budgetary control system and the increase in company’s profit.

1.7 SCOPES AND LIMITATION

Standard costing and budgetary control system in the practice varies with manufacturing firms. It must be understood that the nature of the firm lettermen’s the degree to which standard costing and budgetary control system is practiced.

Therefore, it is impossible to cover all firms the research project will be concentrated in Port-Harcourt not only because of preponderance of manufacturing firms there but also for the fact it is the rivers state capital. The limitations that the researcher encountered in the course of carrying out this research were time factor, finance and lack of information in carrying out a study of this nature time was not really on the researcher’ side since I have to prepare for lectures and examinations at the same time administering the questionnaire and analyzing the data gathered involved all source of expenditure funding of which the researcher would not quite. Cope the researcher could have extended the frontier of the study beyond rivers state was it is not for shortages of funds.

The researcher a lot of difficulties in guttering information for the project. This affected the project of giving out information were not willing to do so.

1.8 DEFINITION OF TERMS

Before proceeding further, it is important to define some as they are used in the research project.

Standard costing

Batty, 1975-9 defines standard costing as that system accounting which is designed to show in detail how much each product should cost to produce and sell when a business is operating at a stated level of efficiency and for a given level of output.

Budgetary control

Budgetary control is the establishments of begets relating the responsilities of executives to the requirements of a policy and the continuous compansion of actual with budgeted results, either to by individual with objective of that policy or to provide a basis for its revision CIMA.

Standard cost-

A standard is a carefully predetermined per unit of production or per unit of service rendered.

Standard

Decoster and Schaffer 1979:20,defined a standard precise AB precise measure of what should occur if performance is effective”. In order words, a standard is that measure which a person or group of persons needed or division to attain and which influences performance.

Budget 

A budget in the case of this research work can be budgeted as a plan or target in quantities and or usually shown plan or target income and planned or target expenditure.   

Planning

Planning is a managerial function basically in selecting mission and objectives and the required actions to words shoving them. Planning required dories decision makes is forward looking.

Variance analysis 

Variance analysis is a mathematical manipulation sets data in order to gain stone insights into the underlying causes of a variation amount is treated the base standard or reference point.

Control

Fees and warren 1990: 795 defined control as the process of directing operation to achieves the organization goal and plans, for example accounting reports comparing the actual cost with planed costs of producing products provided management with the basic for making decision to control costs.

Strategic management

It is the process by which an organization establishes its objectifies formulates action designed to achieve these objectives in the desired time-scale implements the actions and progress and results.

1.10  SUMMARY

Effective and efficient planning and control are regard for a successful business in order for firms to survive and their profit they have to pay more attention to the planning control of their operations this statement was supported by fess and warren 1990:976 when they said that budgeting and standard cost are two additional accounting devices that aid management in planning and controlling the operations of the business. This chapter has apathy highlight some of the issues in standard costing and budgeting control system it has stated the hypotheses and the limitation which are likely to affect the study in terms of scope and findings.
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