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Abstract

The main objective of this research is highlighting the role of budgetary
planning system in cost control.Therefore the research study the bases and
principles in use for budgets preparation in Kenana Sugar Company (KSC),
and the role of these budgets in cost control.

The problem of the research is; According to austerity and cost
reduction plan implemented by KSC through the last consecutive few years,
the corporate management used to enforce a cut of 20% of the submitted
budgets for the approval, which lead to unrealistic budget figures ultimately
approved. Moreover according to above routine exercise some heads of
departments used to inflate their budget’s proposals as a precaution habit for
the expected cut of budgets enforcement, and this lead to misleading
information and inaccurate budgets.

The study is based on examining a range of acceptance and correctness of
these hypotheses:

1. Bases and principles followed in budgets preparation in KSC are not
accurate; accordingly, the computed budgets figures are not realistic
figures.

2. Inaccurate measures used in budgets preparation in KSC lead to
unsuitable budgets for measurement of actual costs.

3. The deviations from budgets do not reflect properly the actual
performance track.

The research has proved that all hypotheses are acceptable and correct.
Most important findings of the study:

1. Budget preparation according to standard cost method facilitate
accurate budgets.

2. Preparation of budgets on the bases of historical cots information
excluding other factors and industrial environment of the product lead

to unrealistic budgets.



3. Using modern forecasting models through advanced computer systems
will facilitate computing of accurate budgets figures.

4. Enforcement of budgets cut is an opportunity for heads of departments
to justify adverse variances of their actual performance.

Most important recommendations in connection with the study findings:
1. KSC has to use standard costing system integrated with budgetary
control system in budgets preparation for accuracy of budgets figures.

2. For budgets acceptance and implementation smoothly KSC should
share all employees in budgets preparation regardless of their grades.

3. KSC should look after budgets figures accuracy instead of enforcement
of routine cuts of budgets.

4. To suit the variable nature & standards of its activities (production
volume, sales volume, seasonal workers hours etc ...), KSC should

prepare a flexible budget.
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