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PREFACE
The word 'budget'! is derived from the 0l8 French worqﬁ
'bougette’y, meaning a small bag or pouchjy and it was first used in
England to describe the white leather bag or pouch-that held ihe

gseal of the medieval Court of the Exchequer, Later theé minister's

bag containing his proposals for financing govermment expenditurec

1ikewise became known as his Ybudget!, When he presented his
proposals to parliament he was therefore said to 'oéen his budget'.
Gradually the word tbudget?! came to be used for his proposals
themselves, and hence ror any statement'of plans and expectations
for a future period, whether of governments, public bodies,4comMQrcﬁa1
6rganisations or privéte ihdividualso

Today, budgeting has come to Se essentially a proces. of
planning and control, and therefore.has hecome an invaluable aid
to efficiency in the administration of any organizatione
Tha: is, it has become an inValuable tool of managements
A welleprepared budget provides management Qith infﬁrmation on the
entirea ;rganizution, and aidé complete co-ordination of the various
functional areas of an organizntion.

However , hudgetiné alone; does not bring ebout réalization
of tﬂé plans, Control over operations is neceééafy in order that
deviations from the plans may be noted and,éorfected 80 that businoess
or operations may be>kept on the planned-course. Hencé modern
budgetary control comprises both a plan of operétions and the means

» within
of checking and correcting operations /  the scope of the plen.
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It {8 not jnst a mere acoounting~prooodure. Effective uso of this
fool of monagement requires sound information, onganization,
propér aocounting classification and records, adeqhato research, and
the enthusiastic support of all employees from top, downe

"It is” with ‘this administrative and managerial aspects of
‘budgetxng as it applies to public corporations in ngeria that this

X%

work is comeerirdde The Nigerian Coal Corporatxon Enugu, is used
as a case study.

The work:is nade up of five chapterse. The first-goals with
the general introduction, incorporating the research designe
It comprises of the statement of problem, purpose, and significance
of study the working hypotheses, conceptual ijame work, scope and
methodology, and finallf, fhe‘review of some rélerant literaturese.
Chapter two covers a brief survey of the case study, the Nigerian
Coal Corporationy the impact of the coal industry on the nation's
economy and the organizational structure of the corporation,
?he tneme'or cenfnal tnrust of the subject wés(disoussed in
chapters three and four, While chapter three examines budgetary
planning and\preparation, chapter four examines the budget cycle
and control measures (the administration of budgetary control)
in the Coal Corporations The last chaptér summariseo and'cOnoludes
the worke It analysgs the hypotheoes.within the aoone of available
informations and made some suggestive observations;

However, I accept responsibility for any error of judgement in

the presentation of the information received,



vii

ACKNOWLEDGEMENT

The production of this work has been made possible by
the co-cperation, advice and assistance of various individuals
and organisationse

First, my appreciation and thanks go to the Council
for the Development of Social Science Research in Africa -
CODESRIA for the financial assistance given to me for the
execution of this project (vide Award No. 964/T92).

My profound gratitute goes to my Academic adviser/
prroject Supervisor, Dre E.C. Emezl who in his usual kind and
understanding manner contributed immensdy to the production
of this project Essay. I am also exceedingly grateful for
hig disposition for accepting the changes made in the Super=
vision and project Title/Topic and for seeing me through to
the completion of the projecte I am equally grateful to the
Department of Public pAdministration and Local Gofernment for
the institutional support given to my research projecte

Seme goes to those mamagement and suvervisory employees
of the Nigerian Coal Corporation, Enugu who granted me
interviews with them. My gratitude goes also to the public
Relations Unit of the Corporation for granting me access to
their documents and files. My colleagues also contributed
immensely to the success of this worke. I am grateful to them
for sharing their views and ideas with me and for giving useful

suggestionse.

(Nwafor;Malacy Uzodimma)
University of Nigeria, Nsukka

June, 1995'



Table I3

Table IX:¢

ix.

LIST OF TABLES N

Nigerian Coal Reserves

Projectected Coal Demands 1987-1996



Figure T

Figure 11t

"List Of Figures

¢

o —

Decision-making Pyramid Of thé

R

Ccal Corporatione.

Budgetary Control: Diagram of

Procedurees



GHAPTIR ONE

GENERAL INTRODUCTION

The expansion of the scope of governmental
activities led to a situation in which central
government ministries as conceived under
certain governmental systemsc.eé " were
considered inappropriate for managing some

of the new activities for which govermments
have assumed responsibility.

Ladipo Adamo.lekum 19831
.Some non-ministerial goverrmmental ofganiiétions céme into
existence as a result of governmenfs acting in the capacity of
entrepreneur®. Such organization§ are refered to as ﬁubllé
enterpirises, A special category of them is knowﬁfas "statutory

corporations'y This means extraministerial authorities that are

-established by specific statutes with provisions relating to their

mahagement, finance, personnel and so on,

Public Corporations have been variously distinguished ac¢ccording
to both the matirs of the services they rénder‘ina the objective
behind their establishmento Ho Fredman (1951)2 classified.them
into three catqgorges ﬁamely: Commercial enterp&isés, éscihl
Service Corporations znd Supervisory Public Corporationse
The Onosode Presidential Commission on Parastata;s’§1981)3 ¢lassified
them into two:~ Quasi - Commeraial and dependent én government

fimding = eoge NeEoPsAe§ FRCN, and (2) essentially commercial or

Industrial but dependent on government fiéndings eag;_Nigerian'

Airwvays, The Nigerian Airports Authority = Neflohey, and so on.

These two classifications by Fredman and Onosode are so inclusive

in their content and do not give a very lucid classification of

Public Coéporations that is desired here,
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Therefore, a more exhaustive one lborne out of anigeria'm' cordition given

by Lalipo Adanclekun (1983)4 will Le adopted for our purpose in -his study.
Prof. Adamolexun has distin-,uished public COLpérations invo thrac major
categories which include: (1) Public Utility Corporati ns such as the
Hijorian Ports Authority (NePe.A.), Nigerian Coal Corpofaﬁidnl(N.C.C;),
Fational Eleetric PéVer Avthority (NoE.PeAJ), Nigerian‘National potrelaeum
Comparatim (NoWePeCo) and Bo. one (2) Socinl/Welfare Service Corpcrations
s'eh as The FPederal Radio Corporation of Nigeria (FcRoc.H.),-Nigérian
“elevision Authority (NeTeAs) Federal Housing Authority (Q.H.Aq,), and
s on, and (3) Development and Finance Eorporat;pn such qs The Nigosion
In'ustrial Development Bank (NeI.DoB.); The CentraffBénﬁ of Ni.jeria
{Celolia) , National Insurance Corporation of Nigeria (NeI.CoOsNo), Rivesr
Nasin Dcvelopmen£_RUthorities, and so on. It hds to be noted that some
corporations in Nigeria fall into one or more of fhese éategoriés, ancl
that generally most of them, like ihe Coal Corporation énd NQN,P;C.,

hove tual obligations - service to the nation and profit genefqtinda
lovevar, this work is a study of the budgeting and budgetéfy Coﬁtrol

nystoms in Public Corporations with the Nigerian Coal Corporation -
HelloCo =~ as the case studye

dulgets have become special tools of management in the direction

i control of the affairs of organizations. They are not only uscd

2y aorrnments, where budgoting had its origin, but alro ir industry

Uri commerce as well as in private activities. ALl have found that a
bulgetary system can be an invaluable aid in planning and formulating

™ liries and in keeping check on their execution.

-~ s



In the attempt to revamp the economies of Europe end Amcrica
following the great depreésion of the 1930's‘attention was drawn to
the hitherto unrccognized possibility of using fiscal measures to
regulate the level of employment and economic activity of an cconomy.
Thé roie ~»f the budget as an ingprument of economic. planning ﬁegah‘
to be emphasized from this time. Thus, Jesse Burkhead aptly opincd
that 'the study of government budgeting is a study in applied
economics'?

Meanwhile, budgeting has acquired yet another dimension which
is neither constitutional Qor economic but administrativeQ
This is associated with the rapid development of'budget£ny in privatec
business over the past fifty years. They have become one of the
recognized aids to managements Although private firws have largely
“token the lead inlthis managexial aspect of budgéfing, ﬁublic
uuthorities or corporations are by no means debar;;d from sharing

in the benefits of this managerial tool that is budgeting.

Statement Of Problem: It is coﬁmon knowledge that Public Corporations
in Nigeria are not performing upto the expectations for which theoy
are estaﬁlished. The fact that mogt of them aﬁe run with budget
allocations from their sponsoring governments rather than out of the
results of their performance has given rise to the problem of hiding
inefficiency in these corporations., The other pggbleﬁ;.that arise
firom this dependency syndrome of public corporations omn govermment

subsidy include the problem of inadequate strategic and operationsl

planning with the result that their budgets gwow out of precedents

(incremental budgeting)e
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Hencae, management shy away from clearly defined goalé or targets
against which results or performance can be compared during the budget

period,

In point of fact, the question is, how does this dependence

of public corporations on their sponsoring govermments enable their
managements transtate their plans or goals into financial plans without
running into the problem of planning out of budget? The'Whéié business
of budgeting and ﬁudgetary control is that of settiné.of goa1s (planning)
and directing the organizationks operations towards the attaimment of

the set goals or tergets. This makes for efficiency and result oriented
management. The question is, therefore, raised as to whether our

public corporations, especially those that perform commercially related

functions adopt this management approach and are still unable to pertorn

Purpose Of Study: The.present poor performance of public cprporations
in Nigeria, as we have already noted, makes a study.of théi;-operations
VerY:important. Public Corporations have been successfully used as
effective govermment agencies (extraministerial agenpigs) for public
policy implementation. ‘No worder the developing co#ntries of Africa’
and Asia,adopt thjs corporate devise as a tool for‘;olging their
sdcio-economic problems,

From the decade of intensive.decolonization (1950360) the emerging
Nationalist=led govermments began to articulate a clear role for the
extramini;terial agencies - public corporatiogs as instruments for
promoting national development. This role was summed up in Nigermia's

1979 presidential constitution, which stated, intersallg that the

state shall direct its policy towards ensuring that the material

e P s vt e
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resources of the community are harnessed and distriﬁuted as best as
Pdssib}e to serve the common goodGo

But unfortunately Nigeria has not succeeded in thé use of most
of her public corporations for national development as did the
developed nations like Britain and America from where the system is
borrowed, C;nsequentlv public corporatiéns in Nigeria have been
subjected to very serious criticisms asv;ost éf £héﬁ have been
continuous}y found wanting iﬁ the achievemént éf the objecti;es for
which they wére establisheds Most of them dorﬁQt break even.
This situation has-raised so much dust and Lpeculafions aﬁong
Nigerians that researches on .various aspects of those corporations

researchers

have been conducted by varxouS/hnd commissioned agencies.
Some scholars have blamed the situation on govermnment control and the
COnséquent errosion of £he autonomies of thése corporations, some
on tpe_arganizational structhres, and.ye£ others on the personnecl
-~fmgﬁté?$-and ﬁq én. Not much so far has dealt on the management issuc
}féf'budgetihg and buégetary control, whiéh has beéﬁsaéclaimed as one
of the most -effective manaéemént tools for imﬁré?ing,-by planning and
controlling,. the &4 affairé of complex organ;;ationSo

It is éhe'éﬁject of this study, therefore, to -examine and analyzc
the budgeting and budgetary controi system in the Nigerian Coal
Corporation, Enugu, with a view to studying the flaws that may be
in its system and- suggesting recommendationéo It is also the purpose

of this study to @ examine the issue of financial dependence of the

corporations on the governﬁents for their operations, the effects



of this dependence on the operational efficiency of the corporation
Viseamvis the attainment of its pre-concaivéd goalse

Significance Of Study: This work is significant because most of

the pfevious ones 6n public corporétions in Nigeria border on
ma£ters relating to conditions of service and incentives = motivation
personnel matters, organizational - structureéiand prospects; --
government.control and autonomy among others, Liitieﬂor no attention
ﬁas begen given to the subject of ﬁudgeting and budge£;ry control
which we consider very cnucial té the success of any organizationo
The significaﬁce of the study also lies in the fact that not
only will the result of the study reveal the inherent strengths and
weaknesses in.the administration of b?dgetary‘control as a
manageﬁént tool in the NoCoCe, and other public corporations in
generaly The elimination of such-ﬁeaknesses,lﬁhere they exist; will
no doubt improve the performagnce of public cd;ﬁoratiohs. "fhis, we
hope, will enable the country reap the benefits it'edvisgged in
establishing these corporations.
ﬂXEEEEEEégi For the pﬁrpose of this study the following hypothetical

statemqnts have been formulated (1) Participation of management and

supervisory employees in setting an organizétioh's goals may lcad to

Ehgzﬂttéinment of those goalsy (2) . Pre-setting of i targets in thc

" face.of total dependence on government grants and subsidies may

-JiMppdéc the attainment of an organization's plané;

~onceptual -Framework; It has been stated that é budget can seave., amnong

g

othor functions, that of management tool used for both planning and
control,
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It is a davise for ensuring a continuous monitoring procedure reviewing

nnd evaluating performance with reference to preyiously'éstablished

standards. In short, a budget is a management todl that enables
management to anticipate change>and adapt to it, and an ‘overall method
of improving operations7. There is also a close lihk between a plan,
a Drogramme-and a budget,> It is inVyduwof these facts that we will
Wumin by examining the "planning, Programming, Budgeting System',
s
otherwise k‘nownZ"P sPoBeSo"e
WIIhisAis é budgetary systeh’which seeks to present purposes and
"Qﬁjgétives'for'which funds ar; required, the costs of programmes proposc
f%br:achieviné'objectives, and quantifative data meésﬁring accomplishments
~nd work progfammess. PPB-rélated notions had thggr origins in industry
nnd commerce, hut wasAlater perfected in the U.S. Defence department
by tho then Défeﬁce Secretary, McNamara;- using systeﬁs_analysis as
the central control of the'military services, and the primary expression
of this analysis was the PPBo9
By 1964 PFBS had become the standard operating ﬁ}ocedure in the
UeS. Defence Department; ?reéident Lyndon B, Jghnson of - the UeSeAos,
sufficiently impressed by th; success of this ne& concept in tha Defonc-,
Department, in 1965 ordered PPBS to be applied-t#*oughout fhe UeSe
Faderal Government, and by 1967 was in use iﬁ over twenty=one agoncicslg
Sack ﬁome‘in Nigeria, the s - introduction of the PPBS is quite recent
and have not been fully ingtalled by most governnents and their agencies;
rrior to PPBS, there were other budgetary conceptse These inclucde

. . . . 1
the "Line-jitem Budgeting®, and the "programme merformance Budgoting's”

The former (the traditional budgeting concept), as the name implics
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emphasised iﬁ~the main the objects of expenditure needed to run or
operate the affairs_of an organization and the costs of.such:iéems
Consequently, ituempﬁasised incremental policy-mnking, and.&ds used
to contr01 pub%ic or orgahizational fiscal accountse.

The Programme Performance Budgeting, on the other hand, was an
improvement on the ‘control orientation of the traditional line-ftem
budgeting. LIt emphasised management function.of budgeting in addition

to control, Under t%is concept, budget was seen as a means by which
the appfopriate managemerial roles expressed in-;he operﬁtional efficiency
of an organization's budget could be measured. Unlike'khe line=item
budgeting, it covefed more administrative activitieso:;Eor it considered
outputs as well as imput related issues. However, performanca,budgeting
did not delve into the deeper levels .of management. For this omong
other shorfcomingé associated Qitﬁ ity.and in the gquest to iﬁprove on
this cbncept, the Blanning, Programming Bu&geting System = PPBS optiqns
gradually began to emerge. And it was perfected in 196k in the Defence |
Ddﬁartment_gfithe U§S°An as we have noted aboyeov

”'Unli&é_fhe-ﬁbo?@.tWO budgetary.concepts, the PPBS 1ays‘more emphasis

on whg£:go#ernment'does rather than on what it Buys and 50& they. were
utilized, The main’thrust of the bPBS concept is the-eﬁb result of.
govermmental and organizational activities rather than‘;ust the means
of achieving these;;esﬁlts. This is arrived at after severél policy
options have been carefully considered and the advantages of\each
option discusseds Hence PPBS is concerned with concrete and realistic

programmes and actual accomplishments of the samce What is central to

its result-oriented system is the formulation of feasible programmes

nnd matching them with the available funds,




Now what precisely is PPBS, one may ask? Taking each of its
component concepts one by onej planning is the defining and choice of
operational goals ofithe organization and the choice, of methods and
means to be used to achieve these goals over a specified time period;
brogramming is the scheduling and implementation Qf-the parti;ﬁiar
projects designed to fulfill an»organization's goals in the-most thimalat
cefficient, and effectiye wéy p&ssible; and Budgeting is the priéé
estimates dttached to each goal, plan, programme and projectig

Thué,»PPBs represents, beyond simple definition, a systemization
of an organization's choice in the form of budgef formuiation. Finally,
it focusses attention on pefformance; that is, the qucs;iopgof efficicnsy
and Coét; and the extended time span of PPBS will mean that big investuont
““d/ér operational decisions will be méde for a number of years, with

¢ach year being a partial installment of the plane 1

Now cur study can easily be appreached and analysed with the above

budget frameworke

SCSPO And Methddology: The Scope of this study covéqs only the budgeting ‘}
and budgetary control system of the Nigefian Coal Cofﬁoration, Enugu.

Even though generalization may be made occasionally;'it is uhderkéhe_

promise that what obtains in the NoCoCe may be applicable to'other rublic

Corporations of its kinde. Hence informations or data : for this work

arc those on the Nigerian Coal Corporation,

.Library research in the University Library, and the publicArolations_
unit of the Nu.CoCe, Enugu, is cxtensively made use of.- Information and
data are also ébllécted through‘peféonal-interviews with top_and middle
IGVCl'ﬁS;;géﬁéht'and'supéryisory eﬁployees of the Corporation, and also

with d Fandom sample of the operative staff on the basis of which the

. Ty Soae L . IR =
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subject is analysed and conclusions drawn.
. by
Statistical data for analysis was greatly hﬁnﬁeng@ﬂﬁivery poor
responses got from the questionaires administered to the various
categorieé of the corporation's aemployees. The poor responééstﬁere
borne out of thebgenéral frustrations and demoralizatiéé of.the
cmployees brought abeout by the non-payment of their salaries and
nllowances for roughly one calendar year during which period (1986)
this study/investigation was conducted, This explains why intensive
oral dinterviews of- all the top managers and random samples of the

Supervisory ‘and operative employees along with participatory

observation technique were employed in collecting information for

the studye

Literature Review:

There have been severél attempts in recent times by.theorists
and practitioners in financial circles to defiﬁe and explain the term,
budgets A Btudy Group Of the Royal Institute of Public Agministration
(1959)13 had noted that there was no precise, generally aqcépted
términology of budgeting, It had also noted that the word, 'budget?,
18 used of many kinds of statements of fature plgns, and expectatioﬁs
varying . . gnormously in their forms and-contents, the uses to
-which they_are put, and evenvtheir very names. Hence while some
Orﬂanizationg talk of !programmes', or "forecasts', others talk of
"budgets" or "estimates', _

Horgremn (1977)14 for instance, defined budget;as-a quantiéatiye
expression of pians of actions ﬁnd an aid to cordination gnd implementa-

tion, Paundy (1973)15 defined it as a comprehensive and cordinated

s i n e«



plan erpressed in finoncial terms for the operations of
an enterprise for some specific mericd in the futurc,

K ¥y note tﬁat crerges from the various efforts to defings the
cencept is that o budgel is a quantitative cxpression of a nlan of an
orgmnization. And this iz embodied in a broader definition given Ly
the Institute Of Ccst qnd Yorks Accountants (in W.W. Bigg: 1972)16
that a budget is "é financial and/or quantitative statemeht,.preparod
and approved nrior to a defined peried of time, of the policy“tb‘bo
pursued during that period for the purpose of attaining a given
objectives This may include income, and ecxpenditure, ant the
‘employment of capital.

Though this definition is framed primarily fér use in private
busiress organizations, it has also come to ~over most of the budget s
uscd by public orgnnizatio%s, and the govermment and its agehciés.

It should be ncted, howe;er, that the given objective of a public
“Whority ?an seldon be defined as « clearly as that of a private
hsiness concerne |
* .
An insight into he pugposes a budget may serve and tgg featurcs

of a budgetary system holds the 'tey to the understanding of.any attemnt

to explain the concepi, "budgetary control's Budgets may be

Cinssified aceording to the purposcs they ‘are intznded to serve.

Here the defihitions are not mutually exclugive as a single budget cun
ful#il soveral different objectivesa -

The Royal Institute Of Public administmetion (19%9) 7 has

cestinguished four main concepts any or all of which mhy be raflectod
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in any one budget. First, a budget may be a plan sectting out the
proposals and decisions of the organizafion's management
Alternatively, a budget may be regarded as a forecqst.of_the results
expected, rather than the expression of deliberate inténtionse
Thirdly, a budget may be an authorization -~ the instruﬁont with which
the suprame gqverning body of an organization sanctions the raising
:
of revenue ¢ the incurring of expenditure. Fourthly, albudget>may
be treated as a yemdstick of what expenditgre and/or revéﬁﬁé ought
to be if the organization is wo rking efficiontIy.ﬁ_I# haé aptly been
stated that @t is any or all oi these applications of budgeting ;hmt
are commonly referred to as 'budgetary control! - a phrasé often
loosely applied to any use of budgets to direct and cpytrol the
activities of an orgnnizationo
This is embodied in the broader operational definition for our
purpose hefe which is that given by the institute of Cost andQWkas :f
fccountants, that'budgetary Control is "the establishmené of‘budgets 'ﬂ
relating the responsibilities of executives to the requirémeﬁtéh . fﬁ
of a policy, and the continuous compardsm: of actual with budgeted
results either to sccure by individual action the objective of that
- policy or to providé a basis fbr.its'revision"}g Batty, Jo (1973;
L6 ana 19703 #2~43)19 further explained thc concept as a system which
uscs budgets are a means of planning and controlling all aspects of E.?
producing and/or selling éémmodities or services. S5Scott, Je A;
(1970 1&)20 said the céncept is applied to the system of management ' ':ﬁ

control and accounting in which all operations are forecast and i

8o far as possible planned ahead, and actual results compared with thc i

forecast and_plamned oneso ' ‘

‘@M-.-
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Hence budgetary control -or control cean only take effect where
there is a plan, because no one can be said to be in control éf a
situation if he does not know where he is goinge - Therefbre, control,
from the starting point of a plan, takes effect by ﬁeasuring the rcsults
of an actiwity and eomparing the actual resqlts agaipst budget e
ﬂﬂd.where‘there are significan£ divergences from budget, management
can teoke action to correct theme

Haviné examined some definitions of, and ﬁhereby clarified tho
key topical variables in this work, it becomes pertinent to review
fome other relevant literature on tﬁe topic in order to highlighb
the views of scholars, writcrs and researchers on SOme;df thé vital
issues of the subject. In doing this; it is worthy to note that even
though much have been written on the subjeét, research studips on
the particular_area of study «~ public corporations have'ﬁeen Vufy
@uch limited, Il is also worthy to note that a great dealﬂof what
ig available covered mainly manufacturing industrfqllorgénizationso

In his article, '"Zero Basc Budgefing: Tool Fof Public Secéor
Budgeting® (1980; 6-17)21, Olumhense Imoisili, revealed that the
public sector bﬁdgeting is traditionally based on ingfementaiism
= that is, on increasing previous year's budget allocgtions for the
current years; and that because there was no deliberate attempt to
critically examine the budgets most public agencies always adcﬁmﬁlate
surpluses in their budget allocations at the Qnd of thedﬁudéet periodsa
But because of shortfalls in oil revenue in recent times most govern-
ment, agencies have been making an across=the=board cutting in

their . - budgetss. He also noted that emphasis was on spending/



S e,

- B 1li: - s ‘ -

expenditure. As a result of the flaws inherent in public sector
budgeting he advocated 'Zero-base budgeting! as altool for public
sector budgetinge

But this budgeting concept has. been greatly criticised on the
promise that a great deal of time is spent in evaluating all fhe
programmes, and there is also a gredtdeal of paper work involveds
It is however argued by . Peter Pyhrr(1977)22 that the process may-
oﬁly be”time consuming in the first year 6f implemep@gtion because
of training lag, but that with time as employees or its operators
‘get used to it, it may, in fact, save time. And how this is to be
achieved he did not specify,

On budgetary procedures many writers agree that~mény agpects of
the budgeting process are the same in non-profit org;hizations as in

profit-oriented ones = (Welch; 1969)33, (Batty, Jey 1970), and (Anthony
and Hershiﬁger; 1978), These authors, in their respective works, assert
that the process generally begins with the fofmulation dﬁ'guidélines

aad the'commuﬁication:Of thoso‘guidelines to the operating‘managers,
‘Peirce (1954)24 noted that although budgeting can be seperately applied
to any unit of an organizatioﬁ, it s.far more effécfi#e when it rests
on a foundation of integrated plamning for thelentire operation,
According to him the presence or absence of intelligeﬁt planning is

- e

reflected to a surprising degree in the effectiveness of

the PeOple>who operate with a budget system; and this includ¢§ all the

people from the top executives down to production or line wd;kersn

He further observed that organization's members are usually‘porel
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intyitive and responsive when a budget is built on sound
planning. T; this end Lewis (19711)25 advised that successful planning
mu;t bé-boih cquenlitative and qualifative, and according to.v
Hofstede (1968)29, must be based on actual expectations.

Planning is one of the primary functions of management on
the carfying'on of a business, Decisions should be made as to
objectives as well as to the ways and means of arriving at those -
objectives. This makes it necessary for managemeﬁtfto attempt to
determine wvhat may happen in future and what may ﬁelthe effects of
such happenings on a particular business. Xt followg from this-éhat
practically eVerf manacerial degision is predicated on so&é forecast
of the frend of business in the future., This is necessary because
eventhough the future is largely ugknown, work in the present takes o=
added significance when it is performed in contemplation of future
results (Thq;npscn; 1962?7 ° -

_wgfdfécaéting, therafore, is:a necessary preliminary step in the
nldéﬁigg éf an«oréanizdhion's future operations, and is essential to
the succéss of a budgetar& systemn. Wixon‘(1977)28 ;gcognizea it as a
Pre-requisite to satisfactory planming aﬁd the rigﬁt.kind of bu’-~tinge
EvonthoughAabsolute accuracy in forecasting is not possible,y a

- . for
reasonable amount of it that 1$ necessary/ shaping the future basiness

of an organization demands familiarity with certain factors without

knowledge of which important aspects may be left out thus vitiating

the forecaste

) o
Wixon (P°52)29 categorized these factors into twoiﬂexternal

frctors, that cennot usually be controlled by B management, and,
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(b) internal factors that can, to a great extent, be controlled hy

management, In the first case management can do little 1o control

such factors, but it can study and estimate the probaﬂlg effects of
such factors on thec operations, of the organization. It is; thereforo,
important for management to be familiar with such external phenomena
before attempting to‘make satisfactory forecast of its own business
operations. And in the seconq.case (internal factors), considerantion
of the following items are typical = quéntity of the product that is
to be produced by the organization, quality of distribution methods
cmployed, extent of the-enterprise's promotional activities, costs
of production and so on. Wixon (Po53)%0.had4notéd-that evén though
almost all oryarisations depend more on the use of ‘internal data in
making their forecasts, in no case; however is it likely that any onc
source will exactly fill the needs of a paf{icular organization.
Trial and error method should thérefore, be used to a 1érge extent,
but careful selection, interpretation and integfatipﬁ of information
from several sources provide a sound basis for worthwhile forecasts,
Finally, although the degree of utilization may differ between the
privéte and public organizations, the fact that the lattér needs
forécasting'for accurate planning process camnot be ruied.out.

Oﬁ budget pressiire and abuses, Chris Argyris (1953)31 has noted
that management exerts pfeséure on the workforéé in'many ways, and
budgets are but one way, because being concrete, budgets seem to

ferve as a medium through which the total effects of management

pressure are best expresseds On the other hdnd, dperative employves



tend to believe that pressure from above is due to manzgement!? s
assumption that most worksrs are basically o¥ inherently lazy, or do
not have enough motivation of their own to do the best possible jobe

According to Argyris this state of affairs leads to tension as both

management and operative employees become uneasy'and,ﬁu5picious of one

another,

The relationship .- between a lack of upward ccmﬁunication anad o
feeling of pressure has been empirically found by Bass (196&);2, and
Revans (1964)33c In their respective opinions up@ard communication
npﬁears to prevéntfeelings of injustice in appraisale. Hofstede
observed Lhat the condition for the use of budgetary results in
performance appraisal appears to be a climate of upward- communicat ion
so tbat the resulté = the organization's point of viéw —lcan be
tranglpted back into the efforts ~ the subordinat® point of vicwa
Otherwise, it becomes difficult to appraise .- realistiecally becaus:
it is easy £6 tase an appraisal on the departments%:and therefore, out

°

of proportion to the real difficulties. =
| Ig is emident from Argys.s' findings that the vays in which ..o
pPeople express their interests in budgets, and the ways in which they'
describe and use them are directly reiated to-the pattern of leadershipn
'thei use.in their industrial 1ife3% Therefore, although it is
accurate to state that budgets are‘compogéd of figures, it is cqually
s0 to state that onece human beings use these fiéures they project
onto them all the emotions and feelings at thei;vcommando
Hence budgets, one woﬁld say, secome a medium of persopality and

lendership expression.
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Tgigxled to Aré&rié tentative conclusion that budgets and bﬁdgoting

can be related to ag leasd four important human relatioﬁ% problems,

amnng which are (1):ﬁudget pressure tends to omilc employees ajgainst

Management, and places the factory #- supervisor under tension,

This may lead to inefficiency, aggressiony and perhaps, a complete

breakdown on the part of the supervisor (2) that supervisors can use

budgets as a way of expreséingitheir pattern of leadership, and when
this results in workmen getting hurs, the budget is often blaméd;

(3) The use of budgets tends to make each factory sﬁpervisor see. only
the problems within his own department, and so <.

In the light of these findings, the importance of'effecﬁive'

. ¢rmmunication, human relations, and parficipa£ory management in the
Planning and implementation of budgjets and budgetary sy;tems have been
e¢mphasized by Arsyris and 'Lwnseveral otﬁer autﬂors - hege1’(1963)35;
nnd House (1965), The essence of good budgeting”therefore, is
co-operation (Torey: 1963)36, and the decisive factor in~creating the
‘rme spirit in budgetary control is the attitude of the bOSSa
The most important characteristic for the mahager is trust which creates
the atmosphere of safety in which the team spirit can operate.-

Planﬁing alone deoes not provide the full complemint ofig good
bUdUCtary‘systemo— It is the control phase that tests the fibfe of men
at the management seats of organizations even more than_plaﬁningo

Control is the phase that teleguides the operations ot thé organizatior

towards the realization or attainment -of the goals or targefs set at

the planning phase as contained in the final budget document.
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On the control phase, Peirce (1954)37 has observed that it is hcere
that most of the collossal mistakes of budgetiﬁg are made. In his words,
'ﬁt:is;ﬁé¥; thqﬁ the amateurs have censdredrtheir subordinates for
cxceédihg.bﬁégets withoutlrealizing that they‘themselﬁés were to blame
rqrfinadeqﬁate tra}ningnga According to Peirce too}'it is here that
men have Eecome so frustrated under the maladministeréﬁ budgets th .
they have resorted to. all sorts of tricks to coneeal the actual results
and have padded their budgets to give = e themselves bféathing
rooms The list of abuses could be prolonged indefinitely, It is + -
therefere, important that managers should have a ciear understanding
»{ this concept, because, a managevaho,doés not understand managemecnt
coritrol cannot be expected to exercise it in the most cfficient and
~{fective manner,

Thus Shevwin (1956)39 asserts that menagement emplbys bﬁdgetary

control to determine whether plans are being observed and Suitable

Progress towards the objectives are being made, and necessary actions

buing taken to coryrect any deviations.

Emch (1954)40 hés noted that planning is #he basis of control,
Almost as important as the budget itself is the planning of the
eperations that is finally translatea into the budgeta, It is planning
that determines the actions that need to be taken and étimulates
thinking ahead about those actions, It is the most eoffective basis
for controle Plans as contained in the budget or together with #he budget
;"ande.a picture in common related terms of what is intended and

txpected, and the means by which the goals are to be achieved.
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They provide a means of renortinag back the progress made against
the gonls, and a cenera! framework fci more decisions, and zciiong in
an integratzd pattern of development. Piroperly conceived and used

sucn plansg and budgets become important element:s in implementing

. ffective control.

-+
o

Furthermore; Fmch's work has also revealed that.delegation is

key to control: that merely discovering out = of - line conditions,

Aving detailed information about a. situvation Qoes not achioeve

Go

~ T

nt,ol, Centrol is exercised by taking action, a&nd action musti be
taken witkin the aathority delegated. He also emphasimed informatincu
28 a guide to control, According to him, control” requires a ., stem ol

‘nformation tailored to the specific management needs of every lov

exqguutive « iaformation that 78 adequate wund timely. -

While information as such does not control, it is necded by
executives as a guide to actions which controls Anthony and Herzlingor
(1975)[£1 as wall as Bmch hold the view that the controllers oifice
should be responsible for the flow éf programn =& inforﬁation for it
should be responsible for all information systems. Otherwise (that is
vhen they overlook this) they (controllers)»miss thc mark in being of
real. service to_ the operating personﬁeln A system of control should

require no more than is absolutely necessary in the way of reports,

. X .
datagand statisticse For according tc Hofstede- 3, managers do not

want to ¥now everything., However, the effect of swamping line
executives in focts and figures is likely to be almost as bad as inc

Little, too late or inaccurate iaformatione
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Another esgential pre-requisite to a good budéetary control systems
is a goodq organiz;tional structure. Wixon (1??3)44, Cosh and French
(1.948)1”5, Peirce (1953)1"6, Likert _( 1961)'*7, and Drucker (1972)48, all
agree that good budgetary control systemé rest on clééroCJt organiza-
tion lines and the disposition to delegate authoriti;élong with |
responsibility,

Finally,.one would add that the accounting principies,used must
be well rested ér developed, énd the accomnting administration of high
Calibres It ig imperative for a company or an enterprise to have a
well = devised and complete accounting system if the cbnt;ol function

of budgeting,is to be exprcised subceesfullma It is equally important

 that af;{{Satisfactbry wo;king reiationship shduld exigt betﬁeen the
Supef%isbrs aﬁd éheir immediate nﬁperiorsg~ Lastly, é; understanding

of the make=-up of ‘the budget is neccessarye 'Flexible Qédgot especinlly
can be complicated-and subject to dispute. 'Therefore, the factors

used must be cleaély éxplained, with full recognition of th?ir weaknessoes
‘Peirces 1953)&9. If all concerned have a clear understanding of the

function of the budget and a reasonable attitude towards each other

in the framee-work of modern organization such disputes will not occurs
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CHAPTER TWO

NIGERIAN COAT, CORPORATION: A BRIEF SURVEY

In 1950, an Ordinance establishing the Nigerian‘CoallCorpcration

Mg

o

enacted, and it solely charged the corporation with the_responsibility
OfeXploring, developing and selling the coal resources of Nigeria.1

“he history of the coal 1ndustry can be traced back to 1909 when coal’
'“P081ts were first discovered in the Enugu area, pr901sely in the

fver Ofam at Udi - hence the original name, of the 'Udi coal ficld'.

e discovery was made by Messrs Kitson and Teale of the Mineral Survey

°f the then Southern Nigeria. There was no prospecting of the mineral

N that year until the -period 1910~1914, during which a large coal field
"3 proved and at once recognised as an asset of considerable econoﬁic
“alue to the country. . _

Actual coal mining began in 1916 with a drift mine opeﬁed at éﬁ.

'6utcrop on the spur between ‘the Obwetti and Aria Rivers near Enugu.

This was geared towards providing coal for the expanding rall franspor—
‘ation system in the West African colonies, and to meet thelgeneral short-
e of coal thatohit-the British'empire' during the first ﬁbflq war and

Cfterwardé. As trade in general developed, considerable extéﬂfions‘.

“ere made to the port facilities at Port Harcourt including a four—bertﬁ
ay and transit sheds for general ca:’cgo.2 A wagpwmn tip and a Yelt-con-
veyor were installed at the water side for shipping tﬁe coal. The railway
.wns fjnally extendedhnortwards from Inugu crossiqg the River Bénue at

fakurdi and was continued to join the north-western mainline at Kaduna,

: - o D
*ith a branch line to the tin mines from Kafanchan to Jos.



These extensions were made to fascilitate the distributibn of éoal
both within and outside the country.

With the increased usage and demand for coal both at homevand
abroad production rose. Consequently more mines were opened among.which
were Iva valley,'Ribadu, Ekulu (now-Onyeama) and Haryes (now Okpara).
Production fose further between the world wars and immediately afterwards
to well over GO0,000_tons per annum, and major monsdﬁmérs‘were the Nigerimm
Railways for her locomotive engines, the Electricity Cofporation of
¥igeria - E.C.N. for thermal power generation. Other consumers include
the British Navy operating in the West African Céaéts,thé big shipnring
concerns of the time, as well ng sundry users such as the United African
Company - U.A.C. During this period too, "exports were runniné_gt about
12% to 18% of the total annual output with sales to the French;v;ﬁd
Belgium Affdcan governments, and the Sierra Leone government".f‘_coal
output rose to almost one million tons in 1958 with a total labour force
of 8,304.5

This upcoming boom in the coal industry was cut sﬂort with the
advent of petroleun aﬁd the increased ﬁace in téchnological development
it brought about the world over. This saw machineries hitherto‘designed
?o uge coal being displaced by new ones designed to use petrolqumgfuél,
. thus dampening the consuﬁpﬁion and demand for coal. The coal corporation,
as a resulf,_gradually began to loose two of its major customers - the
ligerian Railway Corporation And the Electricity Corporation of Nigeria -
%.C.M, following fhe diesselization of the locomotive engines and the
switching overutc gas aend hydro power for electricity generaéion by the

Electricity Corporation of Nigeria - E.C,N. This resulted in'a gradual




' in conl requireuents before the Nigerian Civil war and immediately

LB SN

- twards,  Consequent upon this, production hegan te be retuzed Lo match
lecreasing demand.
Coal was not mined in th: country in 1968 due to the closure of Enugu

«3 that year as a result of the Nigerian civil war. But in 1969, also

" time, the federal gevernment, in order to keep up coal supply to her”

7tles using coal for their operations, commissioned the New I!. gerian

* lupment Corsoration = NeNeDeCe — to mine coal from the Okaba £icld in

i State, Thus the Okaba open coal mine was opened in 1969 and 16,000

ar ow i 6 .
- 2T coal produced from ite  The field was however, merged with the
"rian Coal Corporation in 1972, when the Enugu Mines were rehabilitnted,

> wing the rchabilitation of Enuqu mines and the new mines in the Bemy

“'5, cutput was raised to about 323, 001 tons in 1972/ 73 mainly -to meet
" wmand of the then East Central State owned Nigerian Cemcnt C‘ompany,‘
12gu, near Enugu which had come to be the greatest consumer of Nigerian
Tt ot date.

The ¢lebal energy crisis of the midt70s which saw the priéc of oll

~r.cketing, and the new wave of industrialization that opened to indus-

' lzts the by-products of coal, among other new developments, began to

“imoto coal its lost glories. And the demand for Nigerian coal bokh
1ly and internationally (export demand) rose to well over a millio:
1979, and since 1982 domestic demand alone has been estimated to rise to

@ than 28 million tons annually by 198‘67, if the various prc:.je'cts- that

' entainel in the Fourth National Development Plan under the EJectricity

Stedl Industries had gone into operation.

Vit the other hand, further prospecting for the mircral over the

L7 hive prove” gagt quantities of varying qualities of the mineral

ol nll over the country. The coal rescurces so far discovered occur
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ithin geological units known as coal measures, which-out crop along &,

. N
he Fnugu escarppent right through Nsukl-a, Ezimo to Okaba, Koton-Karifi, b
kkena and Idah.8 Coal deposits are also located in Lafia - Obi (Plateau (.
tate), Lanya, Gombe (Bauchi), Afikpo (Imo) and so on. Initial coal

®8erve calculations showed the following potentials:-

able 1 - Nigerian Coal Reserves.

©al Locations Indicated Reserves .Inferred ‘Reserves
—_ (Proven) Millions tons Million tong.
hugu Area 54 | . V2OOA

Pimo 56 ‘ 60

kpa 57 | ' .75

kaba 73 2soi' '
Xboyoga 107 | 320

inyi ] 20 | -

‘saba (Lignite) 250 . _ -

2fia~Obi . 22 -

ource: N.C.%., Information on the Nigerian Coal Induotry, nugus;,
Johnny Harmony Press; 1982.-P.1.

The Lafia-Obi coal is a particularly important field, becauvse so far

t. 18 the only known cbking coal ocourence in the country, ;hd it iswnow
Town to have a proven ceal reserve of over twenty-two millipp tons, and
0re worlk is in progress to determine the extent of this deposit. .

In addition-to the bituminous coals - the group to which the Edugu'

t

rea deposits belong, numerous lignite geams of _wiocene age (26 million
[&

C
’Qﬂréb occur in the Southemn parts of the country cxtending from Umuahia

9
{mo state) through Nnowi, Onitsha (Anambra), Asaba to Benin city (Bendel).
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The beétistudied locations are at Ogwashi, Asaba, Mnewi .and Ihioma where
total reserve of over 250 million tons are in place‘,10 -

The quality offﬁigerian lignites makes them particularly attractive.
For they hawe high cewlorific values (about 5,000k cals/kg) imking them
Particularly suitable for power generation and heat raising. The lignites
ire also exceptionally rich in hYlrocarbons, waxes and resiné, and are
very suitable for the production of 1liquid fuels and chemiéals. (see
appendix 9. These abundgnt coél.resburces of the‘countxy cannot be expl~
oited or developed and made to contribute to the industrialization of
the country unless a bold step is'taken to fonmulafe'a comprehensive encrgy
Policy for tihie nation giving every natural resource its rightful recogni-
tion and plgﬁe. | |

Inpact of the Coal Industry On Nigerian Fconomy: The impact of coal on

the railway and electricity industries before the advent of petroleum and
subsequent diesselization of the railway system, and the use of gas and
®itch over to hydro power generation by the E.C.N, have been noted.

The general position of the.coal indusfry within'thévechomic étructurq
of Nigeria can best be illugtrated by its éontribufion ta.the Gross
Domestic Product (GDP) of the country. Luding Schatzls' work (3.969)11
has shown that in 1958/59, when coal production reached a maxiﬁum,.the
value added by the coal industry to the GDP of the country ﬁgs_ﬁh.7 million
and that from then.the value had continued to decline until'in 1966/67
when it was $0.9 million. |

Very significant of the impact of thé coal industry was its contri-
tution to the development of Enugu. We have noted the extension of the
railways from Enugulto the North Western mainline for the;trahquftation
of coal to the Northern parts of the country. This line brought closer

"economic ties between the North and the East.
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Te coal industry - the Nigerian Coal Corporation was (and still is

't0‘56ﬁ94éktent) by far the largest industrial enterpri se ét Enugu.

Fqﬁfinstance, in 1965 the corporation had about 4,500:émﬁloyees whereas
the total number of employees in all manufacturing e;tablishments (with
more than 10 employces) was only 2,BOO,12 Again, the salaries and wages
paid by the corﬁoration in 3964/65 amounted to about B.8 million as
fgainst #0.6 million of all the other industrial establigﬁments in the
area, within the same period. According to Ludwig Schatzl, since the
quota of savings wag low in Nigeria and most of the employees and their
dependants were residents in the BEnugu area the largest part of thesc

amounts were spent in the area, thus boosting other economic activitics

in the area. Besides, there was also the réquireménts of the corporation

in goods and services for its operations which created more economic

activi‘ies in the town. ~Indeed, Enugu owes its development and prospe;.
rity to a great extent on thé coal industry. o

Prior to the enactment of the coal corporation Ordinance, the coal
industry and the Nigerian Railways were joiﬁtly managed. But following
the reorganization of April 1937, the Colliery no longer came under the
Jurisdiction of the General Managef of the Railway Cprnoration.. It took
its place as a seperate department of government.knoﬁn-as Government
Colliery reporting direct io the government through the Director ov
Transport. However, the Railway corporation continued to act as the
sales.agent for the Colliery. The ~acecounting an@ stofekeepiﬂg furctions
of thé colliefy also continued to be performed by the Chief Apcountant

and gtores guperintendent of the Railways until. the 195Q ordinance Wit ¥ fudlst
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This Ordinance gave the coal corporation full autonomy with its onrga-

Mzational structurc as it is found today.

Organizational ‘Structure:

Every large scale or .complicated énterprise
. -~ - requires many men to carry.it forward.

o Whenever many men aré thus working together

“the best results are secured when there . is

a division of work among these men., The = -

theory of organization, therefore, has to

do with the structure of co~ordination 1mgosed

upon the work-division units of an enterprise ....

Work division is the foundation of organization;

indeed, the reason for organization. 13

~ Luther Gulick; 1937.13
Orgunizational structure here can be defined as that structure

which establishes a formal system of roles that people performs in order
to help achieve the over all objectives of an organization. This implics
the division of tasks into déparfmental responsibilities, which contri-
butes to organisational efficiencj‘by ensuring»that-respoﬁsibilities and
authori t1es are classified; facilitating the carrying out of managerial
functions of planning, organizing, directing and comtrolling; and clearly

differentiating activities so as not to leave the job incumbent in
doubf of fhe.extent of his responsibilities.' .
It has been noted that an organization can either have a flat
‘structure or a tall structure; aﬁd that a flat organizational structure is
that with a wide span of control, while a tall organizational structure
has 2 milti-level orgdnization with a very narrow span.of superviSion.1
The Nigerian Coal Corporation has this lster struétﬁrg. The choice
of an appropriate organizational design reduires the identification of
strategic, technological and environmentallconditions of theLorganization.

Tochnologically, for instance, the coal corporation empldys mass product-

ion to some extent which goes further to justify its tall organizational



structure.

Structurally, the Nigerian Coal Corporation is fuﬁctionally organizoda

Thus the duties of the corporation are divided int;'units gsuch that each
Wit has dissimilar functions. There are four of{fhese units < viz:
Mministration; Finance, Production and Commercial/Marketing. The '
structure is such that the number of subordinates repbrting directly to

the chief exeéutive - the éenéral Managér, is four; and these include tho

Assistant General Managers (AGM) #n charge of the various departments
' named above; _In these depaftments are various other manhagerial positiong

subordinated. to, and, therefore, reporting to the AGMs as cam be seen

~in-tﬁéﬁgfg§nizafiqnal chart. (Appendii IT )

jﬁ!A; a federal goverhmont owned corporation, thé éoal-corporation b
n;centralized structure with the federal Ministry of:Mines and Power, th.
‘SUperV'Lsing ministry, al the apex. The Ministry ap‘f?c}ints the Bo. .rd of
Directors, the policy making body of the.ccorporation;_and then the man--
gement led or headed by the chief executive - the General Manager - rcspon.-
8ible to the Board for the day to day running of the corporation. It i-
worthy to note that the AGM'(Administration) is also the secretary of tn
corporation and is sometiﬁes refered to ag the administrator of the cor-
poration,

The Board of the N(C(C, like those of all other Government corporationc

. in this country is a policy one, in whiéh the mémbers (there are nine of
them in NCC), save the General Manager, hold no executive responsibiliticc.
Thic is contrasted with the other type of Board ofherwise known as funct.-
ional or executive.board, where most members take éiecutive respongibili
tics of  some depaftments éf a'corpofation.- In this case a very high

premium is plaéed on ability, experience and skill in appointing bhoard
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" CHAPTER THRER

BUDGELLRY PLAYVING AND PREPARATION

Planning of all aspects of a business is an integral part of the
hanagenment of any orgenization. The ‘element of planning as a feature of
the management process is almost always present in dny organizational set
up. Indeed, as John Sizer (1979)1 has aptly opined "planning is thg_basis
for control, - | -

Public corporations in Nigeria operaté two types of plans, the loﬁg
term and th;_short term plans. - The long term plan has been»@gséribed ns
"a systemaiic and formalized process for purposely directihé and controllins

futurc operations of an organization towards desired objec'tives for periodg

‘“
° I

extending beyond one yeai‘.”2 It covers a time period which iéﬁlong enough
to providé ﬁan;gément with an opportunity to anvicipate futu;e.problems,
and thuz to have grealer frecdom of action to resolve them gradually
throvgh the annual budgeting. ILong term planning is “essentially a forma-
lized progrémme éf interrelated actions to achieve desired results, and
~ thercfore, it rests upon.the implicit assumption—thnt some.planning is
better than no planhing at all. Indeed, the imposition?or use of a pre-
determined programme.of action upon the future develop@ent of.an orééﬁi~
zation's business will favouraﬁly influence the outcome of its future
Operations. After establishing its long rangc objectives, managemeﬁt
decides its strategy for achiefingvthem, This stage of long term planning
has become known as strategic planning. This, according to Robert Anthony
('1965),3 is the procoss of deciding on the objectives of -*he organization,
o chonges in these objectives and oﬁ'the polici,é that arc to govern tho

aCQuisitiQr'i",“*"use and disposition of these resources.




Our investigation shows that the long rang%r%%%g&.of a public

corporation in Nigeria are integrated into the [/ Naticnal S5-year
levelopment plans. Before the end of a crrrent National Devélgpmeht Pl
Period the various corporations and ministerial agencies are expected to
Present their long range plans to the Federal Government for incorporation
into a forth coming Development Plén. As a result most public corporationa’
long term plans have a five year duration as the National Development plnncn.
In the Nigerian Coal Corporation loﬁg range planning is the joint
responsibilikty of both the management and the board, with the latter
Playing only supervisory role, while the former deveiops the actual plan.
There is a planning officer, who also is the chief surveyor of thé&éorpora—
tion. He co-ordinates ‘the long term planning process. This begins by
Projecting  the total demaﬂd for the plan period and developing strategices
for meeting'them. Therefore,;demand is the principal plamhiﬂg factor
in relation to the long férm plan. Table 2, shgws the pr&jected demand
’1987 - 1996 on which the current planning is basedg When evcﬁ%ually, a
comprehoﬁsive°plan ig developed, it is presented to the Federal Government
through the Ministry of Mines and Power, the supervisory Ministry. When
the National Development Plan has been completed and .enacted the final
plon is sent to the cormoration backed with the appropriate national
» policies and objectives. The long term plan is 1hen.exeéuted in piece-~
neal through the.instrumentation of the shqrt term plans otherwise known
- a8 the annual budgets of the corporation.
Short term planning on the 6ther hand, being the éhﬁual reflection
of a part of the long fange plan, acéepts the environment of today, and
the physical, human, and financial.reéources at present available or
expected to be)available to the corpora%ion within the one year plan

Period.



. PROJECTED COAL DEMAND 1987 - 1996 IN 000'S OF TONNES .

W
2

TABLE TWO

1987 1988 }1989 11990 11991 11992 1993 -] 1994
19871 1988} 1989} 1990} 1991 11962 (1993 1994 | 1995 | 1996
Nigerian,
Nkalagu 120| 160{ 260| 300] 300 300( 300{ 300{ 300{ 1300
NoRoCo 10| - 20! 20) 20| =20 20 20| 20| 20 20
NoEoPof e 10 10 10 10 10 10| 120] 500 500 500
Ajaokuta . _ B B
Steel - - . - - 500f 500! 500} 10004 1000
Coal Carboni-
zation - - - - 300 300{- 300| 300| 300 300
Domestic Coﬁ— P
sumpers 10| 10- 20 50 50 50 50 50 50 50
Other L
Industries 10 15 20 20 30 50 500 .50 50 50
Export *{ 160} 260| 500f 500| 500 | 1000 1000f 1500] 2004 300
(Totals) 320 475! 530| 900|1,210 {1,230| 2,340| 3,220| &,22d 5.220
Sources Draft long

‘Planning Officer for presentation to the

Management Committee,

term estimates prepared by the Chief



Short term plaﬁAis expressed in financial terms, and hence
financial planning should be (and is) an integpal part of the short
term planhing'precessa The entire process of planning and
preparing the pudget is known as budgetinga.

The Royal Institute of Public Administration (1959)4 has
stated that since-budgets are-usually expfessed in fipancial termﬁ,
they can most conveniently be classified according fé.tﬁe normal
accountancy distin§£ions between Aifferent types of financial
transactionss Subsequently, -four types of budgets have thus been
classified generally as follows: .

irst, there is the revenue budgets, which inciude the
expenditures tq.be incured, and income accruing on the revenue
- a;cggq&£5~£;pita17expenditure budgets are devoted to the proposed

acqui#ifibnﬁ.and-digposais of fixed assets, There afoﬁalso the
finénﬁe, ﬁnd Casl. budgets. While financa budgets cover'the
resources required either for the acquisition of fixeﬁ‘assets or
'by way ol w0rking;Capita1, Cash budgets is that of Cash.receipts
and disbursements during a periode : -

All these are not of equal importances The first twoerevenue,
and capital expenditurerbudgetd constitute the main statements of
intentions and expectations, and consequently claim most attention
in the accounting practice of most organizations, and so aléo in
any general survey of the subject. The last two-the finance, and
cqsb budgets, on the other hand, are largely a reflection of the

first twoethe revenue and capital expenditure budgetse
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Generally, the four are grouped under two broad categories'- the
Capit@1 budgets, aﬁd the operatAﬁg or recurrent budgets = in most
OrganizétiCHSo

The Nigerian Coal Corporation operates its qugets uhdef these
two ¢1assifi¢gtiéns f'the capital, ana~recurrent or operating budgets.
Cabital bﬁéééf_felateé to the capitai'structure of the Corporatione
It usua1i§hinvolves'(i).budgeted working capital, (ii) budée&eé fixed
assets, (i1ii) budgeted loan (equéty’ cépital, anad {iv) 10&5 tefm

-

cash budget. Capital-budgets in public corporations usually, but
not always, relate t& periods of time in excess of one year,
For ma:chine tools and equipments or vehicles acquired in tho current
budget poariod, for instance, need no* necessaly be raplaced aexy
Year, Rather their maintainance or upkeep are budgeted for in the
immzdiate years under maintainance overhead charges and dcpreéiation
untily their life spans expire and a.repnir or repladeﬁentldecisions
taken on theme

Recurrent or operating budget, on the other hand relates to
the day to day orerations of the Corporations It ihvolves
(i) budgeted income and expenditure figures, (ii) budgeted profit
and loss statements as in a business organization, and {iii) Cash
budgets which may be monthly or bi-monthly, Operating budgets
.nun for one year duvratione Appendix three shows the operating
budget of the Nigerian Coal Corporation, Enuéua It shows the

estimated expenditure and income figures for the year 1983;

The figures are placed against those of 1982,
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Budget Procedurc® The budgetary process generally begins with the

formulation of guidelines and the communication of thosec guidelines,
to the operatiﬁg Imnagerse. Based on these guidelines, decisions arc
made ac to objectives és well as to the ways afid meansfof attaining thoso
objectivess This makes it necessary for management to attempt to
detormine what may happen in future and what may be the effects g€
such happenings on a particular business. It followsléfrom this that
practically every ﬁanagerial decision is predicated on some forecast
of the trend of -business in the future. This is necessary because,
according to Thompson (1962),5 eventhough the future is largely
unknown, work in the present takes on added significance .when it isg
" performed in cqﬁtemnlation of future results. Forecasting, therefore.
o S qeééés;fy preliminary step in the blanﬁing of an organization's
fu+urb_§géréfions, énd is essential to the success of é;budgetary
systému wixon (ﬂ???)G recognized it as a pre-requisite to
satisfactory planning and the right kind of budgetingf.

Eventhough absolute accuracy in forecasting is not possible,
a reasonable amount of it that is necessary in shapping thé future
business of an organizeotion demands familiarity with certain
factors without knowlcedee of which important agpects may be left
out, thus vitiating the forecastn_

These factors are the external factors, that cannot usuélly
be controlled by management, and the internal factors that can, to
a great extent, be controlled by management. In the first case

management can do -little to control such factors, but it can study

and'estiﬁate the probable effects of such factors on the operations

y .



°f the rganization., I+t is therefore, important for management to b

familior with such extern.l phenomena before attempting "o ma™ . ratininelbory

forocast of ite own busincts operations. In tne Nigerian Coal Zorporalion

such cxctornal. factors inc) xle the Federal Government's policy and .ualget

centents, the business envir.onment -of the corporati ca's major cust .y

such as the Nigerian Cement Company, Nkalagu, and the St ee'! end Eloctricid

Industries. And 4n the case of the internal factors; ag we pave Alrenty

notad Llucwhcm‘, consideration of the following items are typical - gqumntity

I the prodact that is to be produced, quality of distribution methods

wirloyed, extent of the corporation's promotlonal activities, costs «f .«

rroduction and se on.

n their spproach to budgeting, public co.porations, cfpecially

utility corpora tion" that perform commercial or commerically ~ relalus?

Inf*LJonu, have more in common with private profit—orluxtefl industry an?

mnerce than with non--feading ministerial agmcies-.3. In their bulgctineg,.

ey tond to give less prominence than other public.executive authoricins

the pationing of limited resources, but more to ﬁianning activiti(_,m e

fuct demond.  As they are somewhat trading undertakings for whom der.anc: "

the ultimate l:Lrnltdng factor,. their budgeting begins by forecastmg e

)

«ceiling how far it can be met with the resources available, and so

‘2tormining the level of output for which to budget; and making allowanc:.

fir a1l the factors likely to effect the aggregate demand for the prrinct
T the suppliés of manpower and other productive resources.

. Bu{;fﬂin the Niijerian Coal Corporation, the reversc is the case: tho

ultmﬂtf ll'nlting factor is production, and so budgei—:mg in the Cmnl
dpr)rwt;um, r’\th<.r than begin by forecasting demand, }Jogmo by forc-—
“sting prn«luctlono In any case the total estimated output is appc ' ilonod
ey the varicus departments and other spending . units. Each of those

Ppartinents angd wiits has to be told the level of activity for

Wildi to buldget before it cam be asked to estimate the
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resources or expendiiures required, and where appropriate, the -
probable income as Qello The initial estimates are brought tdgether
at the budget committee level, aﬁd feversed, if necessa;y; to form a ,

consolidated budget,.

Hence three principdl stages in budget preparatiqn can generally
be distinguishede First, initial estimates are drawn for each part
of the corporation. Semond, these are brought together and where .
hecessary revised to produce a complete draft master budget for
the whole corporation. 'Las£1y5 the draft master budget is suéﬁitted
or presented to the board, if constituted, to give it final approvals

In the Nigerian Coal Corporation, budgeting is supervised by the
budget unit otherwise called the cost accounts unit of the finance
department, = The unit teleguides the whole process of budgeting and
buagetary control. It starts by calling up the departﬁental budgets.
from the various departments anglother spending or functional units L
from about the second quarter of a current budget period or years
wﬁen these departmental drafflbudgets are assembled, the unit prepares
a draft master'budget seperating?the various unius' estimates:into'
their respective functionalhareas - i@, into the fuﬁctions ;f
production;'markefing or sales and so on. Therefore, as Bag;y,}Jo,
(1982)7 has aptly ascerted the deéartmenfal‘budgets are naturally‘
integral-parts of the functional budgets, The budget for, say, the
machine shop is clearly a depa;tmental budget, but yet! because this

budget . relates to production, the figures are also 3ummarized

in the functional budget for production. So also-is the public

relations budget and the function of administrations
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However, thé.departments of the Coal Corporation are functiocnally
organized. So this makes the preparation and arrange;ent of the
budgets by departments automatically functional. In any case, all
the budgets from the different cost or budget centres now assembled
according te their functional areas have to be co-ordinated and
harmonized,

According to Waltet Bigg (1972),8 it is_aﬁ this juncture that
a co-ordinating authority becomes necessaryito resolve difficultics
and dispﬁtes which afise_between the éepartmental heads in relatioﬁ.
to the budgets they arc submitting, and also %o take decisinng invei—"a
increases or decrcases in production, price changes and the likec.
Although decisions of this nature are the functions of the chief
executive, the General Manager, he normally constitutes a commiitée
of departmental heads, called the budget committee; to deiée hime
If, however, vital matters of policy are involved the decisions arc
to be made by the board of the Corporation or with its consent.

By the use of this committee, a greater co-operation is secured
by making the preparation and subsequent administraﬁion of budgetary
control a éemocratic process in which all who share;fesponsibility
are given a part in the development of a éomprehenSivé orgqnization—
wide plane And in this way there~is greater interest in éeeing thiat
the emergent budget is so administrated as to aéhieve the planned resultse

' co=~ordination U '

Howevery the WA . of the budgeits, and of the points of viuw

-of the departmental heads is not an easy task, and so the budget

officer gives the maximum assistance both to the individual departmontinl

heads when they are preparing their budgets, and to the committoe As

O
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-a,_whq%eﬁ?\ﬁﬁeﬁlthé.necessary harmonizationé and decisions have been
made tﬁéf%udéét offiéer compiles the draft master budget which is
presénteé fo the board for . final deliberations and.gpprqvaio

The master budget will disclose the anticipatead fnigets and
the consequent chaﬁges in the financial position of the corporation.
These matters will receive careful considerations from the-board in
the light of the corporation's long term objectives and plans and otner
such matterso, 1In the event of the béard being disatisfied Qith the
state of affairs shown by the budget, it may be refgrred back to the
committee, in vhich case the sectignal buagets must . be recasfo.
When finally, the budget or revised budget is‘écpepted and approved
by the board, it becomes the operating plan of ihe‘Corporation for
the next one ycar or budget periody acting as authority or executive
order for the departmentzl heads to take thé necessafy steps %o
implement ivo. '

Thusy this predetermined plan, othérwise.known as the budget, once
adopted, becomes the basis for control - direc£ing the operations
of the corporation towards its targétzd end.
In otherwords, it provides the standard by which pérfofmanée will
be judgeds Eventhough the act of budgeting, which we have been
examinipg in this chapter constitutes control in its own capacity,
it is thisjlast aspect of control that uses not the preparagion:
process, but tﬁe final document which is such an important feature

of the system, that we shall examine in the next chapter;
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CHAPTZR FOUR

BUDGET CYCLE AND THE CONTROL MEASURES.

Having cxamined how budgets are prepared, we shall néxt look at the
last phase of the budget cycle which is the administratiénlof budgetaf;
«<ontrol - comparing actﬁél results witﬁ budéets, and how this caA assist
in controlling the execution of policy ér providing a basid for its
revigion, Control, in this sense, serves.ménagement purposes, And in
another sense, it serves accountability function. Accountability, here,
hés.been described as iegal liability to incurc an expendi£ure,1 That
is the estab}iShﬁen£ of .a pattern of cqﬁtrol’over receipts and e;pondi--
tures éﬁétfpefmits'a-Qetérmination either by the chief exccutive or by tha
Yoard or'i%gnagént that monies voted for,the‘various functions - progra=
mes and projects, havé been put to such projects for whiébfthey are

two - '
neant o These“é_functions of budetary contrcl are examined here undere.

The cardinal feature of budgetary eontmdl is pre-planning,--and
representing the overall plan in the master budget; It has been noted
that each>segment (the units! budgqtq) of the master budget is éovered by
1 functional budget. There is, therefore, series of budgets all co~ordi-
nated together under the master plan Qf Ac@ioﬁ - the.master budgef-;“Behind
éach budget are the actions of people, their performances and the costs
they incur®e All these are measurcd in financial terms, but the physical

efforts and quantities should not be overlooked. These plans for, and

the results expected are expressed in terms of human responsibilities, and

. , o 2
mot as abstract concepts because, according to John Sizer (1979)", peoplec
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tather then analysis or reperts control operations. And for these
individuals that contr91 opefations to do their jobs efficien%ly they
feed facts. Therefore, the supply of the factual basis for ;ontypl is an
important fuﬁction of accounting., The arcas of human responsibiiity

Tepresent the various control centres within an ehterprise. This system

3 accounting which produces information by responsibility centres is

- W3
Mowhn ag resphonsi s}

accounting system. And budetary control amploys
khis concept in its administration: for responsibility accounting is onc
>f the most.uscful ﬁanagement tools for planning, coyordinating and
tontrolling the activities of an enterprise. “ |

fanagement Contpol Measures And Its Procedure.

Mention has been made of the use of a budget committee py tﬁe
hief executives of qorporations ip the.preparation and co-ordination
'f budgetse The co-ordinating or harmonizing functions or duties of the
vudget cogmittee extends beyond the preparatory nhase of the bgdget cysle
ntg the eontrol phase, Co-ordinaticn’means viewing the sygtems as a
4hole:and dpggﬁailiﬁg éll parts togethgf. This in itself is one pf the
4reates{ 5&§;ntégcé 6f budetary controiy For harmony is sought irom the
ery begiﬂh{hg,'and an effort is made to ensure ﬁhat this‘héfmony céntinuos
hroughout the budget périod- the period covered gy the budget. In thi-~

‘espect it would not be'out of place to describe the budget commitice as
.managemenﬁ commuitteae -

According to the budget officer of the Nigerian Coal Corporation,
mugu, the principal functiong of the committee in hisg corporation include
) Receiving and reviewing farious departmental budget estimatess

) Suggesting revisions of budgets

) Deciding on general policies affecting more than one primary department

-
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d) Approviﬁg'budgets and latter revisions as tho needs arises

@) Receiving reviewing or considering budget reports showing actual
results compared with budgets.

f}. Recomnending actions whén‘and where necessary.

Functioning in this way the budget committee has become, indeed a

lanagement committee for the corporation, and is a powerful force in

aniting together the various activities of the corporation, and enforcing

weal control of operations. o

o

Khe Budget Officer: The budget officer is usualiy the secretary of the

budget conmittee chaired'by the chief executive, the @eneral Manager.
In the Nkgerian Coal Corporation, the budget officer is-the Senior Accouil-
dant (Costs)o.bﬂe is responsible for supervising the budgeting activities
of the corporation and co-érdinating the affairs of the budgét‘committoo.
In addition to his secretarial duties to. the committbe, the budget
sfficer is reSponsible.for the development of ccmplete prQetary contriol
procedurc for the corporaticen, .This inelddes writing of instruc#ioms
wrelating to the procedure and responsibility for the preparation of the
preliminary estimates; procedure‘relating.to the final apprcvai of the
wvarious budgetss the standardization of the information to be supplied to
<ach department or.functional budéet execution supervisor,.jheé preparation
of a standard stgtistical monitoring réport formats used for fhe adgetaty
control purﬁg;éé, cqllécting data and~bpinions for consideration by the
committeégféﬁé keeping manage;s and superviscrs td the buédét:time.tabloo
de also forecasts and prepares the tentative balance sheét‘hnd profit and
-

loss accounts from the departmental or functional budgets. Firally, he

ensures that all the pblicies contained. in or. impliecd by the budget are
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“raperly authorized énd.followed=
At this juncturce 7t Dzcomes poftinént *0 noté that the Eudgctﬂ

fficer is a staff officer and as such'ghould exercise no iinec authority,
zxcept over his own staff. It should further be noted that' the development
f budgets is not a job delegated to the bﬁdget officer_solély, but

rther one that is surpervised and co-ordinated by him, It is a basic

wnet of b&QQetnry control that executivaes develop and accept responsibif
itics for their budgets. The bédgets are the product of the foofts of

11 levaols of mabapgement with the budget offizer co-ordinating and suncre

ising the efforts.

0
=
6]
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Q

It i3 nccessary to. ensure that all involved in budgeting an

mirci reporis understand what is required of thame To assist sd.h

agers and supervisorg a budget manual is ®ssued by the budgot officoer

this
woo/ purposes It is a manual that sets out and schedules the respon-

bilitics of mansgers and supervisors in rclatign to thair respective
1dgets in ordef Lo énaﬁle them carry out effective control of their
wrations. In the Nigerian‘Coal Corporation, the ﬁ%nual iﬁ issued after
1c corporation's master plan or budget had been approved énd adopted,
icording to the budget 5fficer of the corporation, his co?poration's
giget manunl sets out such infoﬁnntions ;s:the statanent §f objegtives
#d procedures; cost codes, cost and budget centre codes, the'budéét tdéme
able; control report time table, fbrmat of reports and oxpendit;re authe-
izetions, The wanual scrves as a guide for the preparation and control
" budgot s,
Practicai coytrol foliows tﬁe establisnment of 5udgets covering the

dget poriod@;ﬁd issuing budget manuals to thc operating managers and




spervisorss It éonsists of monitoring pefformance - éomparing the.

;iimafes of revenues and expenditures with the actual revenues received

ud actual expenditures incurred or comparing the actual putput (p;@dhé{ion)
.th the budgeted output, fér examples.

In the Nigerian Coal Corporation, comparison is done quarterly. The
wrious budget or responsibility centres of the functional areas are
Ppected to mgke quarterly returns to the cost accounts unit that is aliso
1e_bgdget unit of the finance department. With the returns so feceived
1e budget unit compiles the performance monitoring repbrt in which tﬁe
ctual resalts of the respective‘budget centres.nre compared against th§ir
Jdgetsv~ expected figures.' In khig.way deviations from the predéteﬁﬁinéd
Lans arce brought to light. Subsequently, thé differenqes between -the
stual and budéeted @igures(@he varianceé)are analysed'by the pqgget
fficors If the comparisons show significant variations somelcomments
§ to their definite o? probable causes are included in the éccoents
<eport to be prepared in order to assist the recipient -~ the affogfed
anager or supervisor, in taking corrective éction, or in explaining the
ctual causc of thé deviation. The accountant's, reports alsb highlight
he essentials and point out significant budget deviatiéns and pogsibili-

ies for improvemant. B

The actioﬁ takén on the variances is the most import?nt aspect of the
ontrol mechanisg: Batty, J. (1982)3 has aptl& assetrted thét unless this
ction is taken quickly at the right time and in the rigﬁtlplace, it Qill

¢ of little or no significances Our investigation shows that it is in

his respect that the use of budgetary control in the Coal Corporatioﬁ has
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one of its greatest weaknesses in its administratiom. For notlonly
do the quarterly returns from the various cost centées&pome.lafe, whgn
the variances are analysed by the accounts ﬁnit the budget'committee finds
it increasingly difficult to sit promptly to discuss the accounts reports
for a quarters The result is that actions are normally deiayed to:a
point that they might be of less or no value when taken. Appendix b shows
the budget performance monitoring format of the Nigerian Coal Corporations

! T
The Performance Monitoring Report: John Sizer (1979),‘ has asserted that

the chief value of the budget as a management control device can be only
realized through the effective use of’budget peffonnance repoftsdaAd
meetings to discuss the budget performance reports issued by the budget
officer.

} such feports shoulé be compiled shoﬁing the periodical budgets for
a budget periodA; monthly, quarterly, bi=-annually; the actual and budgeted
figures - revemue and or expenditure, and the variance bctweep éctqgl~
.and budgets. Reportis to foQ management should indicate the ovefall effi-~
ciency of th;'organisation compared with the budgeted performances They
should alsc indicate which_dep;rtment or functions of the Qfgéﬁization
require attention;  " praise or otherwise on account of the;success or

°

failure of their efforts. .
It is therefore, essentialy according to Walter Bigg (1972),5 dor

man,gem-:nt to receive regular periodical statements or budget control or
monitoring reports from the accountant to show in respect of each depart-

ment, how events are keeping pace with budget, It is already noted that
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wis is done quatterly in the Nigeriam Coal Corporation. Some basic

‘inciples that should be applied in a typical budget control report

iclude the fbllowing:

)

i)

€)

g9)

The report éhould be clearly headed and the period coveredléhown -

the unit, cash, tons, quantity and so on should ﬂe indicated.

Lile must be compared with like, and there should be no.misunderstanding
between the accouhtant and the receipient as to the noture of the
figures in thé peporte. "]

Irrelevant informations to the purpose of control report should be
avoiddd so that conclusions frem the report can be drawn quickiy gnd
with certainty. It shoald not attempt to portray so much inforéﬁtion
that clarity is lost.

Simplicity should be aimed at, and the use of technical accgunting
terms avoided.

The information included.should be limited to the sphefe of the officoer
t§ whom it is furnishede

Promptness in the preparation of the control statements is to be
prefered to absolute accuracy, As their purpose is not merelyltofcbhvey
information, but to con#ey it promptly, and to the officer who has

necessary authority and responsibility to take cpprbpriate corrective

actione
Ali returns should be reviewed periodically to ensure that they are
still useful and to ascertain whether they shoull be expandéd, contra=

cted or discontinucde.
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her Control Measureg: The Budget is regarded as firm once it is

iopteds But as it is not humanly possible to estiméte or forecast
ecisely for every eventuality there is erry need for opergtors of a .
dgetary system to be flegxible in its execution rather fhan‘adheré
gidly to the budget provisions even when the uhderlyﬁng Sl cica
swsumptions change, @ Flexibility implies modifications in the

‘iginal planj and this is authorized By the governing board.of. ... ¢
rporations, Modification in the budget is effected by presenping
pplementary estimates, applying for virements and submitting

viged budgets,

The approved budget not only prdvides management wi;h 5gsic data for
vlicy making but alsé lays down the results which each part of an
‘ganization is expected to attaine It defines the respénsibilities.
© subordinates ané provides criteria against which their acéual resﬁlts
«n be judged. Its value depends on its being regarded as a.firm plan,
srecast, authorization or yardstick which cannot normally be aitefgd‘
wce it hasg been approved byAthe board of any corporation.

However, it has been rccognized that in practice even the * -
ust highly efficient estimating cannot gmarantee that the right pro-
sion is made for every eventuality. Some unforescen new developments
«y necessitate alterations in the scale of. operations undertaken Qr
ke cost of goods and services employeds It is not alwéys possible of
ypropriate in these circumstanceé to make offsetting-adjustments in
yending plans so as to adhere to thé main totals in the budgét.
\é'extent of these unavoidable changes is generally small in relation

) the main budget.
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Supplementary budgeting is therefore, o means of authorizing
those departures from the budget which aﬁ tim@g are unavoidable in
order to give effect to changes in policy or to adhere to the samc
poiicies when costs or demunds on the products or services al'
. during the curréncy of the budget, Suﬁpleﬁentdfyvbudget is
cspecially vital where the budget is, as in the 'Coal Corpération, a
fixed authorization toispend, and also whlere the estimates are bascd
on current wages, and prices, and do not ﬁrovide for contingencies to
meet charges expected during the year. In the Nigerian Coal.Corporation;
the supplementary hudget is not sought unless'the‘gﬁpendi£ures involved
are absolutely unavoidable, and could not be iﬁcufred untill the
supplementary estimates or budgets have been approved by the Soard
or.managemento
Virement is another form of control measure. Tﬂguterm, wirement,
is derived from the old French word, virer',‘meaning to transfer or to
turn. Virement is therefore, a budgetary device for 51lowing
managers or other spenders to transfer sums from éne-subhead or item
to another.within the same heading of theif approved budget.
This gives an additional measure of flexibiiity to adjust spenting
plans to meet now developmaents during the budget pefiod. Since it
does not affect total spending, it is usually authorized,@y-tho
General Manager or whoever he delegates to do so. And it is mostly
the budget officer, who also is the cost accountont of the. corporations
The nedd for virement, according to The Royal Institute Of
Public Administrétion (1959)5, BypbhésJon1ﬂheJdetabmyén.wmﬁﬁh hhd
budget is approved.by the board Qf a corporation, and the extent to

which the'board would otherwise have to be asked for large numbers of
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supplementary estimates, The device can be viable for relieving the
management and the board of considering minor modifications; for

simpler and speedier authorizations of such modifications, and in

providin

(]
1

g an

incentive to economize through the kAowledge that

savings achieved by genuine economics may be4fetained to finance
additional prbjects that could not otherwise have bgen afforded.

The General Manager, or whoever that isuauthorizing:‘ virement should
ensure that the device is not used. to perpetuate shékp acts or f;aud
bj concealing them from the auditors and the boards,

General revisions of all the estimates in a budgét are sometimes
used as a means of increasing or curtailing authorizations to spend,
an& somctimes as a basis for reviewing performances or revising
policy without imposing or altering any restrictions'On.expendituroo
They sp?w héwifa% actual result ére likely to differ from budget,
éilqwigé'ndt'dnly for changes aﬁthorized by.supplemeﬂtary éstimates
orA;i?ements, but also for any probable underspendinés ;nd any
changeé in the estimated revenue., This provides moté up=to-date
information on wﬁich to base the next year's estimates, and a check
on compliance with the budget for the current year as well as a basis

for determining future policiese.

as
Accounting and autliting in the corporation also serVeépevices

. comparing
of keeping check on the budget, and co??uny actual results with

Ludgetss They are therefore control measures in both accountability

and management perspectives,
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Jesse Burkhead (19_67)7 has asserted that accounting'ié a part
of fiscal management, with objectives that are in some ¢ases very

o

close to budgeting, and in othoer cases, independent, Corpé?ate
accounts-ar; used to record transactions as the budget is carried out,
The techmniques of central control over budget execution depends,
for their implementation, on the accounts thch record appropriations
and obligatioﬁs against those obligations. Allotment systems are
likewise esthablished in accounting terms, and-specifiéd'persons are
held responsible for financial transactions as rccoﬁaod in the accountsa
As accounting is.also linked with work planning and;reporting,_the
accounts of public corporafions aré therefore, used‘fo; the current -
admiqistrative control of operations and also serve for measuring
past poerformances This, in.tﬁfn, is the basis from which.future
budgets are to be planned and prepareda

The audlf.of the corporétion's trancactions, while a phase of
budgeting,”is,organizationally # seperate in ﬁany of its aspects,
from.tﬁégéther,phdsgs of the budget cyéleo The Nigerian Coal
Corp§ré£;on Ordinance, Néo 29 of 1950, stipuiates tﬁaé'thé,accounts
of the corporation shall be audited by auditors to be\appo&ntJd.
annually by the corporation with the approval of theJ;inistero

The role of:auditing as a budgetary control measure can be
appreciated in the definition:-of the term, According th@mko the
Encyclopaedia of the Social Sciences, auditing is "the examiﬁation
or investigation of:accounting books aﬁd records by one who has

had no part in their preparation''s
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It is also defined as a process of exami.n:!r.o an or_ganizartion's
financial statements and records by an auhorlzed person for the
pwopose of exprgssing authoritative opinion on the accu_t.j.acy.ancl
orderliness of ac_;counts books and reporting on the true‘antl,;‘ fair
Immc:.ﬂ positic .1 of “che organization within a defined per;"fﬂ.B
The Coal Corporation makes use of .pre«-audit as an integral
part of its accounting functions, but uses the post-avditi to
determine the true position of its operations aftez; the cloze of
accoumts for the 3"((_\711‘.,‘ The audltors! reports feveal thg truthful-
ne;:,s or otherwise of the budgetary transactions as rgcorded in the
Corporation's books of accounts and Balance Sheet. If therefore

helps management to assess the performance of a period'_s budgc:ts; "
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CHRAPTER FIVE

CONCLUSTON AND SECOMYENDATIONS

We hafe noted that budgetaxyneentrol is a system tha# usééh.
Inxigets as a meané_of plainning and controlling all aspects of
producing and/or selling commodities or services. The Nideriaﬁ -

Conl Corporation vses this system in planning its operations §,c.
prospecting, mining and selling of coal,

Pirreplanning is the cardinal feature of budgetary control.

The overall plan of the corporation is co-ordinated and represented ir
thé master budget, each scegment of which is coverxred by a functiqpal
budget, There 1is, therefoée, a saries of budlgets, all co-ordinated
into the master plan of éctiono Behind each bwulget are the achtions of
managers aﬁd supervisors and. their operative staff their performences
and the costs they incure. 4ll those are exbressed in finarcial terms.

The plans cover broad policy issucs as well‘as day toiﬁqy
activities, which are scheduled and they go to make up the w'eaJcly,
quarterly and yearly budgets on the basis of which comparisons
are made between budgets and actual resulté. This .is done by
monitoring the performances of the budgets through 'variance analysist,
and management_meetingé that deliberate on thé‘variandés, and taking
appropriate actions to rectify unfavourable variatioﬁs. This s
whone, according to the budget officer of the Coal Corposation,

budgetary control in the Coal Corpofation suffers one of its greatest
drovwbacks. This 15 due to the fact that budget/management committee

meetings in which the variances are supposed to be discussed

and analysed and corrective actions recomended for the
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responsiblé manager or supervigor do not hold as and whon due,and
sometimes do not hold. The result is that corrective ad?iéns are not
either taken at : all or are not prompt enough fo be of ﬁuch
significance; and this adversely affects the oferatibnal éfficigncy
of the corporation which in turn inpairs the attainment of budget
targets and objgctives.

Qur conceptual framework of analysis is the Blanning; Brégramming,
Budgeting System - PPBS. This budgetary concept, we have already noted,
seeks to present purposes and objectives for which funds are regpirod,
the costs of programies proposed for attaining the objectiveé; énd
quantitative data measuring accomplishments ard work programmégo
The system has been in use in thé Coal Co;poration for éver a decade
nowy eventhough it has not quite been differentiated in its application
from the traditional "Line-item! budgeting, which is incremental in its
‘approaého

However, it is in relation to the fiirst two component concepts =
plaming and programmning = of 'PPBS that we formulated our hypothéées:
(1) That participatioﬁ of management ané sypervisory employees in
setting:the organizaticn's goals may lead to the attainment of those
goalss and (2) that prease;ting 6f goals in the face ofadéﬁendence on
government subsidies and grants may impede the attainm;ht of an organi-
zation's planse A

Batty, Je (1982)! had aptiy noted that even tﬁough the budget is
financially oriented, its preparation and execution is not the exclusive
function of the finance department of an organizations. Recognition
must be giVeA tohthe fact that participation in budgeting by both top

and supervisory levels of management is essential .for some obvious
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behavioural reasons as we shall see latters

Our study of the Coal Corporation revealed that there is no
significant difference in the levels of participation of linc and
staff managers in formulating the Corporafion's plans‘pr-budgets;

For a hundred percent of a random sample of managementrémployees in
both categories admitted participating directly; or indirectly by
delegating a subordinate, in formulating the Corporation's budgets,
Participation is both at the departmental level and at tﬁ? pudget/
management committee level. Based on this finding, a_ponélusion can
be made that management at .all.levels in the Céﬁl<€ofpofation pagtici-
patc in setting the Corporation's goals. But one queétion that ariscs
from thts conclﬁgion is how far has this full participation enhanced
the opérational efficiency of the Corporation and the attainmént of
goals‘;nd objectives set in the various budgets of the'éorporation
over the years.

The workms of.management scientists have shown that it igfénly
participation in financial standard setting (budgeting) that'hgs
direct effects on motivation to fﬁlfil the.budget of all ﬁuantified
aspects of a budgete, One of such direct effects as revealed in our
study is that it aids hanagement con£r01 ;f the operétions of the

'corporétion, and deéreases the possigility of disforting information
and other undesirable alternate actions subordinates sometimes resort
to in the face of non-participatarily set standards. Participdtién

in standard setting aisé leads to ihproved communication, and makes
the stanﬁard setting system a continuous learning system, and clso
increases motivation to fu£f11 the standards or targetszséi in the

budgeto Thus pafticipation satisfies autonomy needs, affiliation
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neads in the case of a group participatfon, and ego neads of
adhievement,

But the one ﬁajor factor militating against the opqraticnai
efficiency and the attainment of goals or standards set in the
corporation's budgets over the ycars are external and can hardly be
controlled internallye. 'This factor bhorders on finance anq_autégoéf
of public corporatiéns in the country., The fact that the Nigerian
Coal'Corporatign is not one hundred percent éutonomous, and tﬁé féét
also that it is highlyfsubvented by the Fede;al Govermnent does not
give the management of the Corporation a free hand to decide on when
to take on a project contained in its long-term plan. And of course,
this, it cannot. do without the Government, through the sﬁpervisory
ministry, being ¢3 capable and ready to finance such projects.

Thé result is that no mat£e£ the dégree of participation in séttiﬁg

the corporations goals, aﬂd the amount of the attendant zeal and
motivetion it fiight bring abdﬁt, the operational efficiengy—and attain-
ment of budget objectiveé and targets or standards will be dependent on
the final decisions and.actions of the govermment fhrough thé ministry,
And the decisions and actions of the government in this respect, on the
ofhef hand, will be dependent or the GNP and the general state of the

. national economy and the prevailing national policies in relation

to the various sectors of the economye

This fact proves our first hypothesis that participation of
management and supervisory staff in settipg the organization's goals may

lecad to tre attainment of those goalse
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For much as it is true that participation can bring to:tho mdnagers
and supervis;rs the awareness of what is to be done and'also provide
the much needed motivation and zeal to attoin t?c buddct turguﬁs, Lhe
managers can equally be hénéicappedAto get along with the tasks
before them by the autonomy limitations and the financial dependence
on the goyernmento Indeed,.a situation where the qérpofatidn is

- S0 . financially handicapped that it cannot shoul der its running
or operatimng costs makes the whole idea of budgeting and budgetary
control in the corporation a mere paper work, and makes noﬁgeﬁée

of the most expécted motivation and commitment towards goal attainment

through participation,

For our second hypothesis, it has been noted that pre-planning
or pre-setting of standards or budgets is the cardinal feature of
budgetary control. Besides, all mining concerns such as the €oal
Corporationg the Nigerian National Petrolum Co?poration (NNPC), and
the Nigerian Mining Corporation (NMC) are all futuristic in their
undertakings because théir operations involve proépecting'ana miﬁing
of minerals, This fu%ther makes pre-planning in these corporations
more in&eVitable. The pfbblem arises when this is done-without a
correspdnding’budgetéry allocetion to achieve the set targets as a

.

result of near total dependence on government grants andysubsidicso

"For "instance, the Coal Corporation planned to carr§.out masgsive
development, expansion, and mechanization programmes in both her
Enugu underground mines and the Benue open cast_mines under the
Eourth National Development Plan. These programmes are aimed at
“increasing Coal prdduction to meet the fast growing local and export

demands for Co2le. The Corporation also planned a carbonization plant
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under the same plan period to enable the industfy tqi.among other
objectives, obtain the vast by-products of Coal such as tar,
fertilizers and cther industrial raw materials currently being
impofted. But because of this total dependence on goverﬁﬁenf
finaﬁcing9n6n of these programmes has been carried ou%;t
The reéult is that the attainment of the targets or objectives based
on these plans had remained an illusion which 6fo§eé our second
hypothesis tbat pre-setting of goas or pre=planning in the face of

il

total dependence on govermment subsidies and grants may impede the
attainment of an organization's plans, \

This problem arising from the dependence on goférnment subsidies
and grants is also adversely affecting the operational efficiehcy
of the Corporation with the result that the Corporatién had, for the
past decade, hot been able to break even in the face of the. -
cwindling government subventions or grants., This drop in
govermment subvention ip broughtvabout by the drastie downtowns in
thé_global oil mquet coupled with the battered sfate of the national
cconomy by the vérious goverments mismanagement and squandering
of the nation's wealth, The effect of all these in the Coal Gurnarsi: -
Corporation is that it has Seen on thé sinking course beéauéé:;f
non—ayailability of a cumprehensive ﬁational energy policy that
will énable the Corporation stand on the proceeds from Fhe sale of
its products,
The Corporation had been finding it increasingly difficglt to

shoulder, her operating cost alone, Hence the declining trend in

coal output as projected in the annual budgets and the shameful and
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symparthetic case of non - payment of employees! salaries and allowances.

For instance, in 1984, out of the budgeted or projected Coal output
of 323,00C tonnes the actual préduction was 83,&6; tonnesz.
Cases of this nature have been largely attributedito lack of funds
to =.ém maintain the machineries and acquire spore partse All thesc
have further attested to our‘hypothes&s that pre-setting of goals/
targets in the face of total erendence on government subsidies may
impede thé'attainment of such targets,

We shall therefore, conclude this work by summdrily making the
following sYggestive oﬁserations; That the ;réqtést problém facing

the Coal Corporation is that of dependence on government financing =

in the.fo;mﬁgiﬁgqqgt% and>sgbsidies. This results inllimitations on
the abiiities of the corporation's Manageﬁéﬁt to take certain decisions
and actions to carry out its vperations as contained in the budgetso.
Added to this, is the constraint arising from the fact that these
(see appendix v)

allocations are made in piecemeals /and they hardly-get to the
corporation at the required .hey time, because of adm1n;strat1ve delays,

These situations force the corporation to seek for loans from
commercial banks in order to keep up its operations and carry out
some capital projects. ZeBy th9 time the money voted by the govern-
ment actually arrives, the loans earlier procurred will have attracted
huge interests, which could deplete the votes of the subsequent
quarters, This gtaté oflaffairs impairs the operational éfficiency
of the Corporation‘giving rise to brojects embarked upon being stopped

half-~waye
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In view of thu above obscrvations and conclusior.; the following
suggestions are recommended to Jmpiove the adrinistration of | vigetary
contfol in”the corporatio. .. | L

1« The corporation should Intensify its efforts ir. generating suf-
ficicnt revenue from her alternative sources for its operationzl costs
s0 as to be able tc channel whatever capital grants it gets #i m the
Fedaeral Government to capltal projects.

2. The corporation's management should endeavour to huprove its
Fforecasting mechanisms, and set realistlc plans and goals so as to be
ahle to effectively control its planz and prégrammes in order.to nttain
its Lulget targets and oﬁjectiveso

3. Tha corporation should»find a way of entering into joiﬁt venturoes
with the private sector to finance SOmé of its véryﬁgommericiallyﬂ
viaple projects like the carbonilzation piant project, which "as been
in the.waiting list since the Fourth National Development Flan. Such
2 move would b:ing'about some degree of commercialization oflthc‘cor»
poratibn, thus enabling it serve the dual role of profit.gencrating
and scrvice #o the nation.

4. The Federal Government should endeavour to formulate, in tﬁi
nation's cconomic inﬁerest, a comprehensive envery policy that would
.encourage full utilization of coal_(both domestic-and commerci;l/
industrial) as an energy resource just like - petroleum, vhich is
currently so highly favoured at the detriment or utter neglect of

othar enérgy resources., Such a policy should be made to compel
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seme dndustries such as steoel, electriclty, cement, among - “hors,

Lo use cosl energy for their operations. This will wable the
country to conserve her petrcleum crude and thereuy extenc.‘.'ing the
gpan of our cruwls il,

Lastly, the FPederal Government should ensure that the capital
grants or subventions for the corporati oﬁ ar< released to it at
i:he onset of the cory)oratioﬁ's budget periode And wherceby it is
unable to do this it should encourage the corporation to procurc
lomms for her capital projects, and offset 1-r_>r the corpouration
whatever interests such loans might generate. This would solve
the problem of the corporation using an Incoming g;cmt‘_ to sexvice

loanse
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NIGERIAN COAL CORPORATION
1583 RECURRENT ESTIMATES
ANABRYSIS BY BUDGET CENTRE

Appendix IIXL

BUDGET CENTRE: 1982 1983

Onyeama Mine 34,902,910 L ,753,230,00
Okpara Mine 3,952,860 L ,655,520,00
Coal preparation Plant 846,970 1,043,600.00
Okaba/Orukpa/Ogboyoya Mines - 860,290 1, 144,900,000
: 9,563,030 ' 11,597,250
PRODUCTION OVERHEAD
A<GeMo (Production) 118,500 136,350,00
Engineering - 1,452,210 2,923,710,00
Mining School & Training 75,4210 324, 130,00
sSurvey 111,100 176,160,00
1,757,370 3,560,350
GENERAL MANAGER
General Manager 25,940 l+7 4060400
+Internal Audit 69163Q 97 §970.00
‘ ' & 145,030
PLANNING SERVICES =
Planning Ser¥ices 135,920 164 ,930.00
Pitwood Plantation 251,200 3k, 780,00
387,120 ' 509,710
Commercial Department 137,690 - 505, 100
ADMINISTRATION DEPARTMENT
AoGeMo (Administration) 21,4350 33,350,00
Controller of Adm1nlstrat10n 196,000 . 289,940,00
Hospital 473,630 5954920400
Personnel 133,510 179,780.00
Guest Houses 82,780 "~ 574510000
Security . 523,900 805, 140,00
Public Relations 83,290 213,230,00
Estate Management Lo,060 153 ,790,00 2,328,660
FINANCE DEPARTMEN{
AsGoeMe (Finance) 19,710 23,110,00
Chief Accountant's Office 100,000 276,600,00
Cost and Stores & Budgets o o
Section - 63,700 105,760,00
Physical Stores 180,800 220,880,00
Final & Sales Accounts Section 82,310 94,380,00
Personal Emocluments Section 99,190 164,940,400 885,670
1k, 331,010 19,531, qu



BALANCTE BROUGHT FORWARD

GENERAL EXPENSES-

Electricity Charges
Rents and Rﬁtes

Audit Fees

Depreciation

Expenses of the Board
'Céﬁ%;pgeﬁcnyxﬁenses
p;cénSing and Insurance
Incidental Expe Allow
Uniforms

Telees and Poséal Charges
Printings and Stationary
Staff Vehicle Loan
Sports and Recreation
Accident Compensation
Legal Expenses
Research/Coal Utilization

Maintenance of Qffice

Machines

149331,010

1982

Aprilo

45,000
- 90,000

10,000

1,000,000

100,000
50,000
Lo,000
25,000
20,000
15,000

100,000
25,000

50,000

25,000

10,000

- 15,936,010

1983
Esto

3,678,674
100,000
10,000
1;000,600

150,000

500,000

40,000
25,000
s

30,000

30,000
100,000
500,000

25,000

50,000

50,000

200,000

20,000

1983

19,531,850

19

6,500,670

26,040,520
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NIGERIAN COAL CORPORATION

SUMMARY OF RECURRENT ESTFIMATES 1983

ANALYSTS BY EXPENDITURE ITEMS

DETAILS AMOUNT AMOUNT
APP. 1982 PROP. 1983
N o
1o Salaries : 6,952,120 9,648,550
5e  Overtime 371,500 510,000
3.  Superannuation , 1,729,déé z,&62;73o
Lo Motor-xilbmeter Allowance 37,900 46,500
50 Transport Allowénce 390,780 | 467,680
Ge Leéve Transport érant 453,690 492,540
7e Rents and Rates 90,000 100,000
8o Audit Fees 10,000 10,000
9+.. " Licensing and Insurance 10,000 40 , 000
.185, »;Dépreciation_ | 1,000,000 1,000, 008"
“11. Roof Supports 1,000,090': 1,000,000
12, Electricity Charges | 952,009: 4,685,674
136 Explosives 4o 4,000 50,000
1k, Main£enance of Plants and
Eguipments 125,000 195,000
150 Other Consumable Matterials 730,000 k31,200
160 Fuel and 0il 135,000 141,000
17 Maintenance of Office Machings 10,000 20,000
18. Maintenance of Office and Roads 50,4000 250,000
19, Maintenance of Senior and Junior
Quarters 1,000,000
20.  Senitation 100,000 100,000
21, Bank Chérges S0,000. 200,000



21e
220
230
2k,
25
26,
27,
'280
20,
30e

310

320 ’

33e

Bank Charges

Telephoné, Telegrams and Postages

Newspapers and Periodicals
Printing and Stationery

Mainténance of Vehicles

- Board Expenses

Manpower Development

Rent Sypplement
Advertising and Publicity
Drugs and Dreséings

Handling and Freight Charges

Uniforms

Contingency Expenses
Underground Allowances
Aqqidéh£ Compensation

jnciaeﬁfal Expenses Allowance

- -

fLegal'Expenses

Research/Coal Utilization
Medical Fxpenses

Security Systems and Equipment
Sports and Recreation
Security Safes

Guest House Expenses

Police Services

Staff Vehicle Loan

50,000 . 200,000
15,000 30,000
254,000 15,000
100,000 100,000
504000 - 60,000
100,000 150,000
50,000 200,000
333,000 350,350
10,000 120,000
iﬁ%&ﬁ&&% 120,000
250,000 250,000
20,000 30,000
504 0CO 500Q000
200,000 2524500
50,000 50,000
25,000 25,000
25,000 " 50,000

- 200,000
10,000 10,000

- 150,000
25,000 . 25,000

- 50,000
10,000 10,000
1,000 2,000

- 500, 0UC
15,936,010 26,040,520
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NIGERIAN COAL CORPORATION
ESTIMATED REVENUE 1981

COAL SALES
CODE . AMOUNT AMOUNT
NO o PARTICULARS ACT. INCOME ©ST, INCOME
) : 1982 . 1983 .- -
200 Nkalagu 300,000 @ 18600 _ '
per tonne - 544004000
201 NEPA 120,000 @ 18400
Per tonrie 191,373 . ~24160,000
202 NRZ . 5,000 @ N18,00 _
. Per tonne Lo,126 3 90,000
203  Demestic 20,000 @ M18.00 :
Per tonne 150,422 . 260,000
20k Exports 40,000 @ N20,00
Per tonne - 800,000
390,921 8,810,000
OTHER INCOME 1082 1983
- ACTUAL INCOME EXPECTED
210 Rent’ and Leases 61,072 504000
211 Fire Clay Sales o 1,188 _ 5,000
212 Forest Prod. Sales 81,922 74,000
213 Sale of Scraps . : k20 5,000
a1k Tnterest Receivable : 34223 . 5,000
215 Guest Houses _ 13,320 - 30,000
216 Sale of Explosives. 54550 ' 5,000
217 Hire of Bquipment . L, 048 50,000
222 Miscellaneous Receipts 10,566 204000
#181,319 . - Olly ,OCO
Total Estimated Revenue M572,240

19 305k, (00

*5ee Notes on Page 20




CoDE

200
201
202
203
204

210
211
212
213
zi&
215
226
217
218
222

Nkalagu
NeEoPeho
NeRoCs
Others
Eaxports

OTHER_IN

NIGERI/N COnlL CORPORATION

TSTIMATTD REVENUE 1982

COAL SALES

150,000 tonnes @ N15,00

20,000 tonnes @
10,000

50,000 @
0 " e

530,000

COME

Rent and Leases

Fire Clay Sales

Forest Product Sales

Sales of Scraps

. Interest

Receivable

Guest Houses

Sale of

v od
X

.
&)
e
[1
o
[}

Sale of ¢

Explosives

Equipment

Miscallanous Receipts

120,000
}20,000
120,00
M 5,00

M50,000
5,000
5,000
5,000
5,000

30,000
5,000

100,000

2,000

20,000

AMOUNT,

1242504000
1 400,000

200,0C0
#1,000,000

11,500,000

195, 350, 000

227,0C0
154577 ,CCO



NIGERIAN COAL CORPORATION

PERFORMANCE MONITORING REPORT

CODE NO.

ESTIMATED OUT~PUT

PERIOD:

. .APPENDIX &4

19

EUDGﬁT CENTRE

TONNES ACTUAL OUT=PUT

TONNES

Items of Expenditure

Actual Estimated

Variance

Expenditure| Expenditure

Favourable

Adverse

DIRECT LABOUR COST
Salaries

Underground Allowance

Rent Supplement

Superanuation

Transport Allowance

Motor Kilometre

Leave Transport Grant

Travelling Expenses

Qver-time

DIRECT MATERIAL COST
Licensing & Insurance

Consumables

Fuel ard 0il

DIRECT EXI'ENSES

Maintenance of Pumps & Fans

Bank Charges

Entertainment Allowance

Handling & Freight Charges

Maintenance of Machines

Office Electric Charges

Maintenance of plants,
Machines and Vehicles

CAPITAL EXPENDITURES

Fxplosivee

e e e e e e e e o e e e

Roof Supports/Steel Arches

Mines Dev, Salaries )

Electricity Charges (Mines)

Estimated Cost per tonne

Actual Cost per'tonne

o

Asstes General Manager (Finance)

Dates

19
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Federal Govermment Allocation as Loan for

Capital projects are as follows:-

1984 1985 19€6

& X &y
ist Quater 400,000,500 1,795,47 75 2,499,999000
ong " 190,000,600 1,436,437 -00 ~1,840,710,00
3rd 14835 0995060 2415%,566,00 '2,535,806,86
Lth v 1,5754973.00 1,795,&71°§o 6,326 ,60L,28
Sub=total L ,000,000,00 7,184,886,50 13,203,120.1k

2,294,613,00 2,230,547,00 -

Total Rezeipts 6,294,613900 9,392,433050 13,503,120014

i oo
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