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THE ROLE OF ACTIVITY BASED FLEXIBLE BUDGETING IN 

SUPPORTING THE EFFECTIVENESS OF PLANNING 

AND CONTROL THE COSTS OF PRODUCTION 

 

Abstract 

 

Budget plays an important role in the planning and control. Planning 

identify required actions in the achievement of the objectives of the company. 

While the budget is a quantitative expression of this planning, quantitative 

expression of this is expressed in the form of physical or financial or in the form 

of a second. Control is the process of standard-setting, accept the results of the 

actual performance, and correct action when the actual performance is not as 

significantly from the planned performance. 

This research aims to study how the application of the flexible budget-

based activities in the planning and control of production costs and how the 

effectiveness of planning and controlling the cost of PT. Petrokimia Gresik. This 

research used the qualitative approach with a single case study. Type data that is 

used as the primary data and secondary data. The analysis is done by evaluating 

the budget and its realization and the next it to the activity-based budget. 

The results of this research note that PT. Petrokimia Gresik drafting its 

budget uses the concept of bottom up. Flexible budget is applied to PT. 

Petrokimia Gresik based only on equipment thus causing budgets much larger 

than actual. Preparation of Activity based flexible budget produce a budget with 

more accurate cost information so as to facilitate the management in evaluating 

and controlling it. And with flexible budget activity-based planning and control of 

production costs is becoming more effective. 
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