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Executive summary
This study is focused on collecting journal papers based on modern approaches in budgetary system and giving a critical analysis on budgetary system. Opportunities of using modern budgetary techniques and weakness are also described through this study. This study has disclosed three different modern budgetary approaches those are ‘Activity based budgeting’, ‘Zero-based budgeting’ and lastly ‘Balanced scorecard’. Recommendations based on suitability of each approach is also disclosed through this report.
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[bookmark: _Toc27418065]Introduction 
Modern budgetary system allows many advantages to organizations in this contemporary business context. Budget is an approach taken into account by organizations, which allow management team to get an idea about expenses then need to incur for the upcoming tenure. Modern budgeting technique not only reduces the management's effort but it also ensure a huge amount of profitability to the firm. A number of studies have disclosed that budgetary system should be chosen in such a way so that it does ot hamper the existing flow of business. Critical analysis on modern budgetary system is conducted in the following section of the study. 
[bookmark: _Toc27418066]Literature selected for this study 
The researcher has applied secondary qualitative research technique. In order to present, a critical analysis on modern budgetary approaches like ‘balanced scorecard’ and ‘activity based costing’ twenty journal papers has been selected. The journal papers are selected in such a way so that it does not show any practical application of budgetary control. Researcher has collected all journal articles from sources like ‘google scholar’, ‘IEEE’ and others. To maintain authenticity of information journal papers, which are published after 2015, has been taken into consideration. The Internet is the only source used in this paper. No primary information has been taken into account and applied for further analysis. 
[bookmark: _Toc27418067]Knowledge associated with the subject 
If a person wants to make a report on critical analysis of modern budgetary system then the person needs to have a massive knowledge about finance (Lusardi, Michaud and Mitchell, 2017). In addition to this, the person also need to have a better knowledge about different types of organizations and their approaches towards managing financial activities. Critical analysis on modern budgetary system only can be made if the person has a good data analytical tool. Through the analysis of data, different type of budgetary model like zero based model and activity-based costing model has been evaluated (Gurcanli, Bilir and Sevim, 2015). Through the analysis it is also disclosed that a budget can be segmented based on different variables like ‘time’, ‘activity’, ‘transaction’ and ‘functions’.
Long-term budget, short-term budget and current budget comes under the budgets, which are developed, based on time. Based on activity a budget can be segmented into two parts ‘Fixed budget’ and ‘Flexible budget’ (Radu and Giju, 2015). While considering translation as main component in that situation, a company can prepare a capital budget or operating budget. 
[bookmark: _Toc27418068]Analysis 
In this modern era of business, organizations prepare a budget in such a way so that it reduces the company's expenses to a certain extent. Application of zero based budget, activity based budget and balanced scorecard in financial sector of an organization and its critical analysis will be conducted in the following section.
Zero based budget: Zero based budget is a process in which organizations set opening balance as ‘0’. If an organization wants to prepare a budget of six months starting from January till June then opening balance of January will be ‘0’. Abid (2017) discussed that zero based budget mostly used by management teams of start-up organizations. Zero based budget is less complex in nature. A number of studies revealed that nowadays, start-up organizations gets a huge amount of investment at its initial days. As a result, performing zero based balance is not that suitable. While taking information about budgetary process applied in UK based start-up organizations, it is found that they receive a huge amount of investment from government and banks (Agrawal, Singh and Murtaza, 2016). As a result, they are not eligible to prepare zero based budget.
Activity based budget: Activity based budget is another budgetary technique used by organizations to prepare budget of upcoming event, initiative or project (Corsetti, Kuester and Müller, 2017). Activity based budget is a modern approach in which organizations maintain two different columns. In one column, they list different types of activities on the other column they list down amount associated with different activities (Akkermans and Van Oorschot, 2018). Activity based budget are designed in such a way so that various departments of an organization able to determine cost associated with activity they are involved with. Arica, Corbaci and Aydin (2019) discussed that activity based budget mostly used by organization, which have a huge number of departments and operate more than 50 activities each day. Another research criticized activity based budget by stating that organizations need to hire credible and experienced accounting executive in order to maintaining financial condition. 
Balanced scorecard: Balanced scorecard is an approach through which overall performance of an organization can be determined through a tool called balanced scorecard (Valmohammadi and Ahmadi, 2015). In balanced scorecard, an organization is measured through four different perspectives, which are financial, customer, internal process and organizational capacity. Hua et al. (2015) discussed that if an organization fail to measure its performance effectively then application of the balanced scorecard technique does not allow any advantage to the company. Equilibrium theory usually used in this particular context. Equality of every functional area of a business is determined through this theory.
Practical application and deployment 
Practical application of all three types of modern budget is presented in the following section of this report. 
· Zero-based budget
	Particulars
	January (figures in £)
	February (figures in £)
	March (figures in £)
	April (figures in £)

	Opening balance
	0
	11013
	67403
	147576

	Website designing
	2131
	5456
	4564
	4564

	Human resource cost
	231
	456
	6456
	456

	Equipment cost
	23
	4545
	4564
	4646

	Material cost
	156
	21132
	313
	8468

	Stamp duty
	645
	12314
	464
	4654

	Advertisement expenses
	31
	323
	3212
	212

	Rent for the house
	215
	1314
	2134
	2134

	Procurement cost
	1120
	456
	31321
	3123

	Transportation cost
	4452
	554
	212
	213

	Packaging cost
	564
	6452
	22123
	1215

	Electricity charges
	554
	3123
	4565
	1321

	Telephone bills
	546
	123
	123
	131

	Miscellaneous expenses
	345
	142
	122
	133

	Total
	11013
	67403
	147576
	178846


Table 1: Zero based budget
(Source: Shen, Chen and Wang, 2016)
· Activity based budget
	Particulars
	January (figures in £)
	February (figures in £)
	March (figures in £)
	April (figures in £)

	Opening balance
	3546
	14559
	70949
	151122

	Website designing
	2131
	5456
	4564
	4564

	Human resource cost
	231
	456
	6456
	456

	Equipment cost
	23
	4545
	4564
	4646

	Material cost
	156
	21132
	313
	8468

	Stamp duty
	645
	12314
	464
	4654

	Advertisement expenses
	31
	323
	3212
	212

	Rent for the house
	215
	1314
	2134
	2134

	Procurement cost
	1120
	456
	31321
	3123

	Transportation cost
	4452
	554
	212
	213

	Packaging cost
	564
	6452
	22123
	1215

	Electricity charges
	554
	3123
	4565
	1321

	Telephone bills
	546
	123
	123
	131

	Miscellaneous expenses
	345
	142
	122
	133

	Total
	14559
	70949
	151122
	182392


Table 2: Activity based budget
(Source: Nowak and Linder, 2016)
· Balanced scorecard
	Perspective
	Focus
	Example of KPIs

	Financial
	Revenue and profit
	ROI

	Customer
	Retention rate
	Gross revenue

	Internal process
	Response time
	New product and service

	Organizational capacity
	Human resource
	Employee efficiency


Table 3: Balanced scorecard
(Source: Milewski and Tomasiewicz, 2019)
[bookmark: _Toc27418069]Skills for professional practice
If an organization wants to prepare their budget through any of the above-mentioned approach then the company needs to hire employees having suitable professional skills. Major professional skills required in that context are ‘numerical skills, analytical skills and decision making skills. As per the study by Maduekwe and Kamala (2016), it is found that based on the fluctuation on budget figure a person involved into taking care financial decision. Hence, it is proved that decision-making skill is one of the major professional skills involved in creating a report on critical analysis on modern budgetary approach. 
Apart from this numerical and analytical skill also plays a vital role in that context. For example, if an organization is performing in the industry then the company will be treated as non-start-up firm. At the same time if the company's financial condition is not, impressive enough then the company will have to think before taking activity based budgeting into account (Li and Li, 2017). Hence, analytical skills is one of the mandatory skills involved in the situation. 
[bookmark: _Toc27418070]Recommendation
Recommendations based on the outcomes from this report is presented in the following section.
· If an organization is planning to adopt Activity based costing into their account then they must appoint an experienced finance management into account. Khan (2019) discussed that experience employee only able to identify indirect activities associated with an organization. 
· [bookmark: _GoBack]Analysis part of the study have stated that start-up organizations usually prepare their budget through zero based budget. It is highly recommended to start-up firms that they must analyse their financial condition first before opt for zero based budget. Karadag, (2015) stated that zero based budgeting technique is very effective for the firm which is starting their business based on the partner’s funding.
· Organizations planning to evaluate their organization through balanced scorecard is highly suggested to hire internal auditors in the firm. If an organization fail to evaluate their internal business process then considering an effective budgetary control will not in a productive way.
[bookmark: _Toc27418071]Conclusion 
Through the discussion part of the report it is found that activity based costing is usually performed by the organizations, which are well established in the industry. On the other side, zero based budget is suitable for start-up firms those are looking forward to generate a good amount of revenue. Discussion part of this report identified that balanced scorecard is one of the major and modern approach involved in budgetary system. Issues like requirement of experienced employee, financial infrastructure has been identified and discussed throughout this report. 
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