
BUDGETING AND ITS IMPACT ON PROFITABILITY

OF PUBLIC SECTOR ENTERPRISES
“A Case study of Gorkhapatra Sansthan”

A THESIS

Submitted By:

Manoj Shrestha

Nepal Commerce Campus

T.U. Regd. No: 7-2-25-154-2004

Exam Roll No.: 251385/066

Class Roll No: 466/064

Submitted to:

Office of the Dean

Faculty of Management

Tribhuvan University

In partial fulfillment of the requirements for the Degree of

Master of Business Studies (M.B.S)

Kathmandu, Nepal

September, 2012



RECOMMENDATION

This is to certify that thesis

Submitted by:

Manoj Shrestha

Entitled
Budgeting and its impact on profitability of public Sector enterprises

“A Case Study of Gorkhapatra Sansthan”
has been prepared as approved by this Department in the prescribed format of the Faculty

of Management. This thesis report is forwarded for examination purpose.

…………………….. ..……... …………………….. ……….

Dr. Sushil Bhakta Mathema Madhab Prasad Neupane

Head, Research Department Campus Chief

And Thesis Supervisor

Date………………………………



VIVA-VOCE SHEET

We have conducted the viva-voce examination of the thesis

Submitted by:
Manoj Shrestha

Entitled:
Budgeting and its impact on profitability of Public Sector enterprises

“A Case study of Gorkhapatra Sansthan”

and found the thesis to be the original work of the student and written according to

the prescribed format. We recommend the thesis to be accepted as partial fulfillment of

the requirements for the Master’s Degree in Business Studies (M.B.S)

Viva-Voce Committee

Head of Research Department………………………………….

Member (Thesis Supervisor)…………………………………...

Member (External Expert)……………………………………..

Date:…………………….



DECLARATION

I hereby declare that the work done in thesis entitled Budgeting and its impact

on profitability of Public Sector enterprises “A Case study of Gorkhapatra

Sansthan” submitted to Nepal Commerce Campus, Faculty of Management,

TU, is my own created work reported in the form of partial fulfillment of the

requirement of Master's of Business Studies (M.B.S.) course under the guidance

of respected teacher supervisor Dr. Sushil Bhakta Mathema of Nepal

Commerce Campus.

…………………………..

MANOJ SHRESTHA

Date:… … … … Researcher

T.U. Regd. No: 7-2-25-154-2004

Exam Roll No.:

Class Roll No: 466/064



ACKNOWLEDGEMENT

This is my opportunity to express my sincere gratitude to my thesis supervisor,

Dr. Sushil Bhakta Mathema, of the Nepal Commerce Campus for his help and excellent

guidance, suggestion and cooperation throughout the period of this research work.

Without his valuable insight, I would not think of accomplishment of this thesis.

I extend my thanks to all the authors and learned personalities, whose writings have been

cited in this study. I also express my sincere gratitude to those authors whose writings

though are not cited but helped and inspired me in making my vision clear and reaching

on conclusion.

I want to give thanks for the staff members of Nepal Commerce Campus, especially

library members of Nepal Commerce Campus for providing me the reference and reading

materials during the period of research. I would not think of accomplishment of the thesis

without the corporation shown and providing necessary data by the staff of Gorkhapatra

Sansthan.

Finally, I would like to thanks to my all friends, family members, who have directly or

indirectly contribution to accomplish this study.

Thank you.

MANOJ SHRESTHA
Researcher



TABLE OF CONTENTS
RECOMMENDATION

VIVA-VOCE SHEET

DECLARATION

ACKNOWLEDGEMENT

TABLE OF CONTENTS

LIST OF TABLES

LIST OF FIGURES

ABBREVIATIONS

Chapter: One

INTRODUCTION

1.1. Background of the Study 1

1.2. Background of the Country 1

1.3. Meaning of Public Enterprises 2

1.4. Public Enterprises in Nepal 4

1.5. Evaluation of Public Enterprises in Nepal 12

1.6. Financial performance of PEs in Nepal in different sector 13

1.7. Measures for improvement of a PEs 13

1.8. Privatization of Public Enterprises 13

1.9. History of Nepalese  Media 16

1.10. Background of Gorkhapatra Corporation 22

1.11. Focuses of the Study 23

1.12. Statement of the Problem 23

1.13. Objectives of the Study 25

1.14. Significance of the Study 25

1.15. Limitation of the Study 26

1.16. Scheme of the Study 27



Chapter: Two

REVIEW OF LITERATURE

2.0 Conceptual Review 28

2.1 Profit 28

2.2 Planning 30

2.3 Budgeting 30

2.4. Advantage of Budgeting 33

2.5. Fundamental of Budgeting 34

2.5.1 Establishing the Foundation for Budgeting 39

2.6 Principles and Purposes of Budgeting 40

2.7. Process of Budgeting 40

2.8. Limitations of Budgeting 41

2.9 Development of Budgeting 42

2.9.1 Sales Plan 42

2.9.2 Sales Planning and Forecasting 43

2.9.3. Strategic and Tactical Sales Plan 44

2.10. Methods of Projecting Sales 45

2.11 Production Plan 46

2.11.1 Responsibility for Production Planning 47

2.11.2 General Consideration in Planning Production and Inventory Levels 47

2.11.3 Long Range Vs Short Range Production Planning 48

2.11.4 Developing the Production Plan 48

2.11.5 Setting Inventory Policies 49

2.12 Materials and Purchase Plan 50

2.12.1 Materials Plan 50

2.12.2 Materials and Parts Inventory Policies 51

2.12.3 Purchasing Policy 52

2.13 Budgeting Direct Labor Costs 52

2.13.1 Approaches in Planning Direct Labor Costs 53

2.13.2 Objectives of Direct Labor Plan 54

2.13.3 Planning Direct Labor Hours and Wage 54

2.14 Expenses (Overhead) Budget or Plan 55

2.14.1 Cost Behavior 55

2.14.2 Manufacturing Overhead Budget 56



2.14.3 Selling and Distribution Expenses Budget 56

2.14.4 Planning Administrative Expenses 57

2.15 Planning and Capital Expenditure 57

2.15.1 Capital Budgeting 58

2.15.2 The Capital Expenditure Budget Process 59

2.15.3 Evaluation of Investment Decision 60

2.16. Analysis of Budget Variances 60

2.17 Role of Ratio Analysis in Profit Planning 62

2.17.1 Types of Ratio 62

2.17.2 Relation with Profit Planning 62

2.18 CVP Analysis 63

2.18.1 Concept of CVP Analysis 63

2.18.2 Role and Need of CVP Analysis in Profit Planning 64

2.19 Planning and Controlling Cash Flows 65

2.19.1 The focus of Cash Planning 65

2.20 Performance Evaluation 66

2.21 Completion and Application of the Profit Plan 68

2.21.1 Essential sub-budgets 68

2.22. REVIEW OF PREVIOUS RESEARCH WORK. 68

Chapter: Three

RESEARCH METHODOLOGY

3.1 Introduction 75

3.2 Research Design 76

3.3 Source of Data 76

3.4 Data Collection techniques 77

3.5 Research Questions 77

3.5 Data Analysis Tools 78

Chapter: Four

DATA PRESENTATION AND ANALYSIS

4.1 Introduction 79



4.2 Sales Plan 80

4.3 Production Budget of Gorkhapatra Sansthan 84

4.4 Planning Manufacturing Overhead of Gorkhapatra Sansthan 85

4.5 HR Planning 90

4.6 P/L Account of Gorkhapatra Sansthan 92

4.7 Cash Flow in Gorkhapatra Sansthan 93

4.8 Performance Evaluation and Management Control 95

4.9 B/S of Gorkhapatra Sansthan 97

4.10 Flexible Budgeting in Gorkhapatra Sansthan 98

4.11 C-V-P Analysis 99

4.12 Marketing Plan of Gorkhapatra Sansthan 102

4.13 Major Findings 102

Chapter: Five

SUMMARY, CONCLUSION AND RECOMMENDATION

5.1 Summary 104

5.2 Conclusions 105

5.3 Recommendations 107

BIBLIOGRAPHY

APPENDICES



LIST OF TABLES

Table 1 Disinvested, Dissolved, and Liquidated Public Enterprises 14

Table 2 Amount borne by the Government to pay the liabilities of

Liquidated or Privatized Public Enterprises. 16

Table 3 Publications of Gorkhapatra Sansthan 23

Table 4 Anticipated Cash position Format 65

Table 5 Gorkhapatra Sansthan Sales Targets and Achievement 81

Table 6 Use of Statistical Tools 81

Table 7 Fitting Straight – Line Trend by Least Square 83

Table 8 Production Target and Achievement of G.C. 85

Table 9 Manufacturing Expenses of Gorkhapatra Sansthan 86

Table 10 Detail Administrative Selling & Distribution Expenses of G.C. 87

Table 11 Manpower Plan of Gorkhapatra Sansthan in year 2067 91

Table 12 Detailed Profit & Loss A/C of Gorkhapatra Sansthan 92

Table 13 Profit & loss of Gorkhapatra Sansthan 93

Table 14 Detailed Cash Flow 94

Table 15 Cost Variability of Gorkhapatra Sansthan 96

Table 16 Balance Sheet of Gorkhapatra Sansthan 97

Table 17 Flexible Budget of Gorkhapatra Sansthan 99

Table 18 Income Statement of Gorkhapatra Sansthan 100



ABBREVIATIONS

A/C Account

Ad. Advertisement

B.S. Bikram Sambat

B/S Balance Sheet

CVP Cost Volume Profit

EOQ Economic Order Quantity

Expn Expenses

FC Fixed Cost

FY Fiscal Year

G.C GorkhaPatra Corporation (Gorkhapatra Sansthan)

HBTF Harisiddhi Bricks and Tile Factory

Ltd. Limited

Mgmt. Management

NG Nepal Government

P.E Public Enterprises

PPC Profit Planning and Control

Pvt. Private

RDL Royal Drugs Ltd.

Rs. Rupees

S.D. Standard Deviation

STCL Salt Trading Corporation Ltd.

TU Tribhuvan University



BIBLIOGRAPHY

Books:

Agrawal, G.R. (1984). Management Control System for Public Enterprises in Developing

Countries. Kathmandu: CEDA.

Bedeian, Arthur G. (1989). Management. New York: Dryden Press.

Flesher, Dale E. and Flesher Tonya K. (1980). Accounting Principles for Mid Management. New

York: Delmar Publishing Co.

Goyal, Shiva N. and Man Mohan (1991). Principle of Management Accounting. Agra: Sharhitya

Bhawan.

Grace, C.E. (1964). Management Controls. New York: Morwick Mitchelland.

Gray, Jack and Johnson, Kenneths (1997). Accounting and Management Action. New York: MC

Graw Hill Publishing.

Gupta, S.P. (1997). Management Accounting. Agra: Sahitya Bhawan.

Henderson, Trenneponl and friends (1984), Capital Budgeting Techniques, New York

Hoengreen, Charles T. (1997). Cost Accounting; A manegerial Emphasis. New Delhi: Prentice

Hall of India.

Joshi, Shyam, (2053 B.S.). Public Enterprises Management, Taleju Prakashan, Kathmandu,

Khan, M.Y. and Jain, P.K. (1991). Management Accounting. New Delhi: Tata MC Graw Hill

Publishing Co. Ltd.

Lynch and Williamson (1989), Profit Planning and control, USA: TT NC Publication

Manadhar, Narayan (1997). Issue in Public Enterprises Management. Kathmandu.

Ministry of Finance, Policy Paper on Privatization of Public Enterprises Kathmandu, 1992.

Thomas, Summer, Relation between Govt. failure & Privatization, MC Graw Hill Publishing,

1993

Wolf, H.K. and Prem Raj (2002). Social Science Research and Thesis Writing. Kathmandu:

Buddha Academic Enterprises Pvt. Ltd.

Welsch, Hilton, Paul and Gordon (2001). Management Accountancy, New Delhi



Thesis

Basnet, Benup Raj (2001). Profit planning and control system of Nepalese corporation, An

Unpublished Master Degree Thesis Submitted to Nepal Commerce Campus,

Kathmandu.

Bhatta, Gunaker (1998). Profit Planning in Royal Drugs Ltd. An unpublished MBS

Thesis submitted to SDC, Ktm.

Dahal, Keshav (2003). Planning process and its impact on profitability: A case Study on GC.,

An Unpublished Master Degree Thesis Submitted to Nepal Commerce Campus,

Kathmandu.

Poudel, Laxman Sharma (1996). A Study on Profit Planning and Control: A Case Study

of Gorkhapatra Rubber Industry Limited. An Unpublished Master Degree Thesis

Submitted to Nepal Commerce Campus, Kathmandu.

Rawali, Gakul Parsad (1999). Profit Planning and control in Public Utility Enterprises in

Nepal: A Case Study of Gorkhapatra Corporation. An Unpublished Master Degree

Thesis Submitted to Nepal Commerce Campus, Kathmandu.

Regmi, Laxmi Prasad (2004). Planning Process and its Impact on Profitability: A case

Study of Harisiddhi Brick and Tiles Factory Limited. An Unpublished Master

Degree Thesis Submitted to Nepal Commerce Campus, Kathmandu.

REPORTS, PERIODICALS, JOURNALS etc.

Economic Survey of Public Enterprises of Nepal (Yellow Book), MOF, 2005.

Economic Survey of Public Enterprises of Nepal (Yellow Book), MOF, 2011.

Gorkhapatra Corporation Act- 2019: Gorkhapatra Corporation

HMG/N, Industrial Policy 1957. Kathmandu, 1957

Kantipur National Daily, Different Issues

Ministry of Finance, Target and Performance of Public Enterprises, HMG/N 1997.

National Planning Commision, The Eighth Plan, NPC, July, 1992

National Planning Commision, The Ninth Five Year Plan, Nepal, 1997

Nepal Rastra Bank, Economic Report, 2009/10



Website

www.ekantipur.com.np

www.gorkhapatra.org.np

www.mof.gov.np

www.nepalstock.com.np

www.nrb.org.np


