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Abstract  
 

This study aimed to determine the proposed application of the use of the Activity-Based Budgeting (ABB) method for 

cost control of daily and casual workers (a case study at PT. XYZ). Previous studies showed that ABB can provide more 

accurate information about activities, activity costs, work process time, number of human resources required, total 

employee costs, and project profit/loss. It can be concluded that the Activity-Based Budgeting (ABB) model can meet the 

needs of the IT Enterprise budgeting model. This study took the population and samples from functional managers and 

senior/junior staff in a manufacturing company at PT XYZ. The results of this study indicate that the Activity-Based 

Budgeting method can detail information related to cost control of daily and casual workers required, making the 

Activity-Based Budgeting (ABB) calculation method to be considered capable and can meet budgeting needs related to 

cost control of daily and casual workers. 
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INTRODUCTION 
Most of the business organizations operating 

around the world use budgets as the basis for using the 

company's operations. According to Pietrzak (2013), 

companies in developed countries use very high 

operating budget (above 90%), with figures as high as 

98 percent in Australia (Chenhall and Smith, 1998), 

99% in Japan (Wijewardena and Zoysa, 1999), 94% in 

Greece (Angelakis et al., 2010), and almost 100% in 

Finland (Hyvönen, 2005). The numbers are similar or 

somewhat lower in emerging countries, with 94% in 

Turkey (Yalcin, 2012) and 98% in India (Joshi, 2001). 

These results, however, are highly dependent on the 

period of data collection and sample selection, 

including the size of the company. 

 

This is also experienced by service companies 

or providers of lodging and hotel services. Along with 

the growth and development of tourism in Indonesia in 

particular, the business opportunities for 

accommodation or hospitality are also rising and 

increasing. In order to improve and develop, lodging or 

hotel service providers, such as inn or hotel 

management, will be required to deliver optimal and 

maximum profits in their management. The growth of 

the hotel or lodging service provider business brings 

both opportunities and risks, compelling management to 

evaluate the causes of the rise and fall of hotel room 

occupancy rates (OCC) in Indonesia, the comfort in 

each inn or hotel, and the availability of facilities 

required by each visitor so that business people can 

understand and implement the appropriate strategy in 

running a hotel business. This is supported by data of 

the Ministry of Tourism and Creative 

Economy/Tourism and Creative Economy Agency of 

the Republic of Indonesia (Kemenparekraf) from 2018 

to 2020 related to statistics on the room occupancy rate 

of the star hotel, which shows that the hotel room 

occupancy rate (OCC) has declined. This is illustrated 

in the diagram below: 
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Fig-1.1: Star Hotel OCC in 2018-2019 

 

The figure above shows that the Room 

Occupancy Rate (OCC) for star hotels in Indonesia in 

December 2019 reached an average of 59.39% or 

decreased by 0.36 points compared to the previous 

OCC in December 2018 of 59.75%. The highest Room 

Occupancy Rate (OCC) was recorded in DI Yogyakarta 

Province at 72.43%, followed by Lampung Province at 

69.51%, and Bengkulu Province at 67.97%. Meanwhile, 

the lowest OCC was recorded in Bangka Belitung 

Province at 39.08%. Next, Figure 1.2. shows the 

comparison of the Room Occupancy Rate (OCC) 

between 2019 and 2020 as follows: 

 

 
Fig-1.2: Star Hotel OCC in 2019-2020 

 

Figure 1.2 shows that the Room Occupancy 

Rate (OCC) of star hotels in Indonesia in December 

2020 reached an average of 40.79% or decreased by 

18.60 points compared to that of 59.39% in December 

2019. Meanwhile, when compared to the Room 

Occupancy Rate (OCC) of 40.14 percent in November 

2020, that was increased by 0.65 points in December 

2020. Therefore, Figures 1.1 and 1.2, indicate that the 

Room Occupancy Rate (OCC) in 2018, 2019, and 2020 

was 59.75%, 59.39%, and 40.79%, respectively. This 

shows that the Room Occupancy Rate (OCC) from 

2018 to 2020 experienced a significant decline, 

compelling management to evaluate its declining trend. 

The cause may be due to several aspects, such as the 

lack of availability and convenience of facilities 

resulting in dissatisfaction of the visitors. The 

availability and convenience of these facilities may be 

due to management's lack of precision in budgeting, 

resulting in facilities that are nonetheless inadequate for 

customers. This indicates that the management needs to 

evaluate its performance so that it can provide 

satisfying service. Activity-Based Budgeting (ABB) 

allows a company to predict changes in the demand for 

resources from a project in order to achieve efficiency 

and changes in the volume or amount of work. Starting 

in the 1990s in the United States, experiments have 

been carried out to find strategies to overcome the 

limitations of the conventional budget system because 
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traditional cost accounting is no longer suitable for use 

in companies with very tight competition. This is 

because the information generated by traditional cost 

accounting is no longer accurate in assigning costs. As 

a result of this inaccuracy in decision-making, the 

products/services delivered are over costing or under 

costing. Activity-Based Budgeting (ABB) is the process 

of planning and controlling activities that are estimated 

to produce cost-effectiveness on the budget, which is in 

accordance with the workload forecast and the strategic 

objectives determined.  

 

2. LITERATUR REVIEW  
The budget system is a set of financial 

relationships between the state, legal, and physical 

bodies that are concerned with the formation and use of 

centralized monetary funds, budgets, methods, 

development approaches, and performance, as well as 

law enforcement agencies. All aspects of the budget are 

assigned, function, and interrelate to form a single 

mechanism known as the budget system. The 

fundamental issue with operating budgets is finance, 

which entails increasing budget revenue and reducing 

expenditures. Budgets have negative and positive 

impacts early on because if the company has a budget, 

of course, company managers are more likely to take 

actions to avoid impacts or problems that will occur in 

the future. Although it cannot be totally prevented, it 

can be minimized to the greatest extent possible.  

 

Activity-Based Budgeting (ABB) is an activity 

budget (activity budgeting), which is a quantitative 

statement of the organization's anticipated activities, 

which reflects management's forecasts of workload and 

financial and non-financial requirements, to match 

agreed strategic objectives and adjustments in order to 

improve performance (Adisaputro and Anggraini, 

2011:349). According to Huynh (2013: 184), Activity 

Based Budgeting (ABB) focuses on the process, 

providing guidance to managers on how to accomplish 

the desired objectives. According to Blocher, et al., 

(2013: 67), identifying major/main costs and cost 

controllers within a company or organization is a 

significant step in gaining a competitive advantage. 

(Blocher, et al., 2013:67). 

 

This is supported by several research results, 

such as those conducted by Oneshko (2016), 

Pazarceviren (2015), Santiasih and Nengzih (2015), 

Jahandari (2013), Ayu (2012), Nur (2011), Ramune 

(2010), Hilman (2004) that the Activity-Based 

Budgeting (ABB) method is more appropriate and can 

answer the needs and expectations of the company. 

Activity-Based Budgeting (ABB) provides data 

information for trend analysis, estimation, and 

modeling with what if scenarios. It also uses a flexible 

budget by considering several factors to estimate 

production units and provides a comprehensible 

forecast of current costs and resources required by the 

company. When Activity-Based Budgeting (ABB) is 

implemented, the root causes of problems can be 

identified. Therefore, it can be used as a response 

process and cost-efficiency. 

 

The costs incurred are influenced by several 

factors that can ultimately affect changes in total costs, 

which are referred to as cost drivers. This cost is also 

known as a cost object, which can be in the form of 

products, services, activities, and daily workers. In the 

hotel sector, the terms Daily Worker (DW) or Casual 

Worker (CW) are widely used. According to Widodo 

(2016: 43), Daily Worker (DW) is an employee who is 

paid daily according to the manpower needs to do the 

job. In performing hotel operational activities to 

improve quality, manpower is required, for example 

when the demand for room occupancy increases. In this 

case, the role of the daily worker (DW) is commonly 

needed. 

 

With the employment of daily workers (DW), 

the company needs to determine the budget that will be 

issued when using the daily worker (DW) in its 

operation. At the XYZ hotel located in Bekasi, the cost 

related to Daily Workers (DW) is not monitored so that 

it is incurred for daily workers (DW) who do not 

implement the activity-based budget. Currently, the 

implemented budgeting system is incremental 

budgeting where the company does budgeting based on 

the experience of the previous year. However, in the 

case of over-budgeting, the company has problems in 

finding the root of the problem because all elements of 

activities related to budgeting are not shown in detail. 

 

Considering that the company of PT XYZ has 

been using the Incremental Budgeting approach in 

preparing the budget, therefore this research will 

propose the application of the Activity-Based 

Budgeting Method for Cost Control of Daily and 

Casual Workers (A Case Study at PT XYZ) which 

displays each element of activities related to budgeting 

with more detail. Therefore, this study is expected to 

assist in controlling the company’s management and 

achieving good financial planning for the company.  

 

3. RESEARCH METHOD 
The analytical method used in this study was 

taxonomic analysis, which describes the selected 

domains in more detail to find out the internal structure 

through more focused observations (Emzir, 2017:165). 

This study focuses on two analyzes, including 

budgeting analysis based on the incremental budgeting 

approach and the activity-based budgeting approach, 

which are described as follows: 

1) Incremental budgeting approach analysis 

a) Cost planning of daily/casual workers for events 

held in 2020 based on the cost of similar work in 

the previous year. 

b) Evaluation of the incremental budgeting approach. 
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2) Activity-based budgeting approach analysis 

a) Estimated amount of planned income or sales from 

daily/casual workers obtained in 2020. 

b) Breakdown of all activities related to operational 

work based on occupancy rates and event meetings, 

together with the estimated work process time for 

each of these activities. Each process has its 

activity details related to daily/casual workers. 

c) Calculating the cost of resources for each major 

activity related to the completion of frits. 

Therefore, the costs for each planned activity to be 

carried out can be presented clearly. 

d) After obtaining costs for each activity, these costs 

are allocated into service/output costs. Therefore, 

the required amount of fees is obtained at the costs 

of daily/casual workers. 

e) Inventory of all available resources related to 

daily/casual workers. Each resource is arranged 

based on the unit and the basic cost of each 

resource. 

f) Estimated number of resources required for each 

main activity. 

g) Execution of resource capacity settings that is not 

required in work process activities. 

h) Evaluation of hourly capacity costs for each 

activity, so that resource costs can be calculated for 

the coming period. 

 

3) Minimize the shortcomings of the incremental 

budgeting method through the use of the proposed 

activity-based budgeting model.  

 

4. RESEARCH RESULTS AND ANALYSIS 
There is a difference between the effective 

working hours and the working hours required for each 

activity in order to complete the event work process. 

This difference also results in a difference in 

determining the cost of resources. This cost difference 

allows company leaders to consider it when making 

management decisions regarding employee costs for the 

future period, as well as decisions on policies in 

tackling the issue of overcapacity. The calculation is as 

follow: 

Table-4.1: Calculation 

 
 

Table 4.1 shows a change in the cost of 

resources per hour following adjustment to working 

hours based on the processing time required by each 

employee in completing each activity in the event work 

process. Some employees have less working time 

compared to the company’s effective working hours, so 

it can be said that there is an ineffective use of 

employee costs. In addition, some employees have 

more work processing time than the company’s 

effective working hours so it can be said that these 

employees earn income that is not in accordance with 

their working hours. 
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Table-4.2: Calculation 

 
 

After calculating the allocation of human 

resource capacity requirements, the next step for the 

next period is to prepare a model for the employee cost 

budget for the coming period. Calculation of the 

employee cost budget for the coming period will be 

made in two types of tables, including a table with the 

calculation of the total employee cost budget assuming 

that the company adds new employees, and a table 

assuming that the company only adds allowances for 

employees who are over capacity. The two tables are 

shown as follows: 

 

Table-4.3: Calculation 
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Total budget of employee costs consists of all 

actual employee earnings plus the costs of the 9 new 

employees needed, plus a 20% salary increase, and 

additional benefits for some employees. The employee 

cost budget plan for events in the coming period is 

prepared using the activity-based budgeting model as 

shown in Table 4.1 and Table 4.2. The calculation is 

based on the actual income plan of 22 employees where 

the income includes basic salary, 20% salary increase 

with the 2018 UMP reference, initial allowance, 

additional allowance, overtime pay, sales commission, 

incentives, holiday allowance, and annual bonus. The 

calculation is added to the income of the 9 new 

employees that have previously been allocated as the 

need for additional employees for process activities. 

 

Table 4.1 and Table 4.2 show the need for the 

company to consider reducing one employee in the 

administration and general divisions as they are 

considered less effective in the use of their work 

capacity. This is based on data on the use of working 

hours required in the work process by the employee of 

9.42% of the company’s total effective working hours 

for the two related employees, which is 2,972 hours a 

year. Therefore, the company should consider reducing 

one employee in the administrative and general staff 

positions to reduce the costs of employees who are 

deemed unnecessary. The number of budgeted 

employee cost plans that have been calculated is shown 

in Table 4.39 with the assumption that the company 

adds new employees, especially for employees who are 

directly involved in process activities, where the 

addition is based on overcapacity conditions in the 

working hours of some employees. The budget plan can 

be summarized as follows: 

 

Total annual employee cost for 98 people 

IDR 1, 648, 767, 000,­ 

 

The annual salary for 9 new employees  

IDR    38, 045, 000,­ 

 

Reduction of one old employee   

IDR   33,600,000.­ 

 

Total employee cost budget    

IDR 2, 002, 212, 000,- 

 

The salary increase rate of 10% is determined 

based on an adjustment to the minimum wage rate for 

West Java Province for 2020 where some employees 

still earn below the minimum wage on the grounds that 

the employee is new. 

 

Therefore, adjustments must be made to the 

salary of the employee, in this case, the adjustment 

using the minimum wage of West Java Province in 

2020. However, based on company policy in viewing 

the fairness side of the employee payroll system, the 

salary increase rate will be applied evenly to all actual 

employees. The holiday allowance rates and annual 

bonuses continue to use the existing rates of 100% of 

salary and allowance a month after the salary increase. 

Meanwhile, the overtime rate is set at 10% of the salary 

a month after the salary increase with the expectation 

that there will be no more overcapacity conditions. 

Additional income in the form of overtime is only 

intended for employees focusing on process activities 

and is not intended for those with multi-function roles 

because multi-functional employees have less than 

100% use of work capacity. Therefore, they are 

considered not to have overtime hours. 

 

Each option from Table 4.16 and Table 4.2 has 

advantages and disadvantages in its implementation. In 

terms of employee costs, the company will likely tend 

to choose the option in Table 4.2 because the budgeted 

employee costs are lower than the employee costs in 

Table 4.16. However, seen in terms of the completion 

time of the Event work process, Table 4.16 is more 

recommended. By adding new employees for positions 

that are over capacity, it is assumed that the completion 

time of the Event work process will be shorter, allowing 

the company to obtain a positive value from the client. 

Meanwhile, as shown in Table 4.17, the strategy used is 

only to add allowances for employees who experience 

overcapacity so that the completion time of the Event 

work process will remain the same and the overcapacity 

condition will remain. 

 

For each option, an activity-based budgeting 

model has been developed to calculate the total 

employee budget plan for the coming period. Therefore, 

the next step is to perform a calculation to find out the 

product cost/output event for the next period, based on 

the employee cost budget plan as shown in Table 4.16 

and Table 4.2. The calculation is made by following the 

steps based on the activity-based budgeting model that 

has previously been applied in the calculation of 

product costs/output events in 2020. The calculation of 

product/output costs is made to determine the number 

of employee costs incurred to produce event 

products/outputs for the coming period. The 

product/output cost calculation will also be presented in 

two types of tables according to the two available 

options. The first table shows the calculation of the total 

cost of the product/output with the assumption that the 

company is adding new employees. The second table 

shows the total cost of the product/output with the 

assumption that the company only makes additional 

allowances for employees who are over capacity. The 

two tables are shown as follows: 
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Table-4.4: Calculation 

 
 

Table-4.5: Calculation 

 
 

5. DISCUSSION  
The table shows the results of calculations that 

have been carried out regarding the Proposed 

Application of the Use of Activity-Based Budgeting 

(ABB) Method for Cost Control of Daily and Casual 

Workers (A Case Study at PT. XYZ). PT XYZ 

previously used incremental budgeting calculations 

where the calculation is based on the previous year’s 

calculation reference as the basis for determining the 

proposed budget for the coming period. In addition, the 

amount contained in the expenditure item was a 

comparison (increase) based on the figures from the 

previous period. As is known, the calculation using 

incremental budgeting based on the processing period 

shows that the planned process period of the BEO has 
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not changed from its realization, which is 1 day/BEO. 

Based on the revenue budget plan and realization, the 

2020 revenue budget plan is IDR 82,217,417 while the 

budget realization is IDR 51,095,472, showing that the 

revenue is smaller than the revenue budget plan. The 

total revenue budget plan can be seen from sales where 

the minimum sales target is IDR 2,506,210,000,- for the 

total event in 2020 although in realization achieved is 

only IDR 1,855,076,097. This sales target is set by 

looking at sales for the same event in 2020 plus/deduct 

possible changes in the price of service products in the 

market. Furthermore, the plan and realization of 

variable costs prepared before 2020 are IDR 

105,835,800,-, while the realization during 2020 is IDR 

69,510,000,-. The last is the calculation of fixed costs 

that are planned for one year in 2020 of IDR 

28,788.044,000,- while the realization in 2020 is IDR 

23,525,760,000, - 

 

Subsequently, if the company uses the 

Proposed Application of the Use of Activity-Based 

Budgeting (ABB) Method for Cost Control of Daily 

and Casual Workers, then two options can be applied 

where if the company chooses the first assumption, the 

company adds employees. It can be seen that the 

service fee/output of BEO for the coming period based 

on the calculation of Activity-Based Budgeting (ABB) 

for daily or casual workers is IDR 1,476,640,040,- or 

73.75% of the total employee costs for the coming 

period. Of the total product/output costs, the most 

dominant employee costs incurred for employees 

directly related to activities are IDR 1,140,331,784,- or 

77.22% of the total service/output costs. It shows that 

the activities of employees with positions that are 

directly related to the process have greater costs when 

compared to those with multi-functional positions, 

particularly for events. Likewise, when viewed from the 

overall side of the main activities in the event, activities 

related to processes are those with the largest employee 

costs, which are IDR 1,101,388,432,- or 74.59% of the 

total service costs/output event. This is because process 

activities are the culmination of a series of main 

activities in generating events. 

 

Meanwhile, if the company chooses the second 

assumption, it will add special allowances for 

employees who experience overcapacity. This 

assumption indicates that the product/output cost for the 

upcoming event is IDR 1,204,920,175,- or 70.25% of 

the total employee cost for the next period. Of the total 

product/output costs, employees with positions that are 

directly related to activities absorb the largest costs of 

IDR 885,230,436 or 73.47% of the total product/output 

costs. Likewise, when viewed from the side of the main 

activities of the event, the largest employee cost used 

for process activities is IDR 846,208,754, or 70.23% of 

the total product/output cost. Table 4.41 and Table 4.42 

show extremely different amounts of product/output 

costs, where product/output costs with the option of 

adding employees require higher employee costs than 

that of adding benefits for employees who experience 

overcapacity. The difference between the two is IDR 

271,719,865,-. 

 

Judging from the company’s vision, the 

management or company leaders need to consider 

choosing one option to achieve material and non-

material profits. Management can also use a 

combination of the two options if required. Therefore, 

in terms of option selection, the researchers cannot 

determine the best option from the two options because 

the decision to choose the best option is entirely owned 

by top management or company leaders. The 

researchers can only describe the advantages and 

disadvantages of each option to make it easier for 

company leaders to choose the two available options. 

Alongside this, the work processes carried out to 

produce Event products/outputs by PT XYZ have 

shown the company’s standard operating procedures 

well. Each stage of the main activities is performed 

regularly according to the needs of the company’s work 

processes. Therefore, the company needs to evaluate the 

application of the proposed budgeting method such as 

the application of the use of Activity-Based Budgeting 

(ABB) method for cost control of daily and casual 

workers. 

 

This is supported by the study conducted by 

Santiasih and Nengzih (2016) where the results of the 

study show differences between the ABB model and the 

Incremental budgeting model, as well as evaluating the 

application of each model. This study used quantitative 

research with exploratory descriptive research in a case 

study. The research data were obtained from face-to-

face interviews, activity observations, and 

documentation. ABB modeling was done by detailing 

the activities in the event including the human resources 

used, then compiling employee costs for these 

activities. ABB modeling results show that this method 

can provide more accurate information about activities, 

activity costs, work process time, the number of human 

resources needed, total employee costs, and event 

profit/loss. It can be concluded that the ABB model can 

meet the needs of hotel and events budgeting models. 
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