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Introduction 
       The term “budget” has been used for a long time now and even more in the last two decades. It has become the common exchange in all managers vocabulary, and it is the most chosen course of action when it comes to management in all three sectors: public, private and the third sector. According to David Frederick (2001) the budget is a plan that is timely and measurable. Another opinion about budget is given by Bruns and Waterhouse (1975) and state that the budget is a financial plan which provides the basis for evaluating and directing the performance of individuals or organisations. To plan the activity and the use of resources during a financial year the main tool used is the budget. It also provides details of the strategic objectives of the company that have to be finished by the end of the financial year.  It is used to set targets that should be met and also to motivate the managers. Wright, D. (1994) defines budget as “a planned expression of money”.  From all the definitions of the concept and from the characteristics, three key components can be distinguished when it comes to budgeting: the panning aspect, the measurability aspect and time. 

Analysis 
    Why is budgeting important? Because it is the most important short-term (usually a year) planning function that requires coordinated efforts of different departments in a business (e.g. sales and production) to ensure that at the end of the financial year the business is not making a loss. Five main approaches and principals have been discovered by the literature research that can advance budgeting: rolling budgets and forecasts, activity based budgeting, value based management, zero base budgeting, and profit planning. These five techniques form a better budgeting”. This figure will give a better understanding of these techniques. [image: ]
   A budget is prepared for a future, definite, period of time, prepared prior with the purpose of attaining a given objective and it is expressed in financial terms. It promotes efficiency and control over the expenditures of a company. 
     The benefits of budgeting are that it requires the management to plan ahead, to establish objectives and to create an awareness system for any potential problems that may appear. Budgeting is very difficult job to do because it is the ability of the organisation to follow what has been planned. When the budgeting is done, it must tell you how much money you need to develop the company’s activities and forces you to monitor the revenue and the expenditure of the company. The budgeting process always uses the information and data that is available and mostly relying on historical performance to do a strategy for the future. 
    According to Zimmerman (2003), budgeting involves the accounting part of the company and also the behavioural part which includes the behaviour of the individuals starting from simple employees, managers, until the board of the company. 

       Types of budgeting
    Three methods of budgeting have been discovered: Top-down budgeting, Bottom-up budgeting and Iterative budgeting. The first one is a process that is based on the approximation of the cost of the higher-level tasks first and after that using these approximations to coerce the lower-level tasks. To implement this method successfully a crucial factor is the judgement and the experience of those who are implicated in producing the complete budget because it takes a reduced amount of time. However many disadvantages comes with it. Some of them are it may cause unhealthy competition, it is a zero sum game which means that one area’s or person’s gain is another’s loss and vice versa and the managers often believe that there is insufficient funds allocated to accomplish the objectives. The Bottom-up budgeting is also called Zero Based Budgeting starts with finding the tasks which are involved the execution of a project and works out the funds essential by each task. Trough this process the managers have more litheness to state their budgets. It takes more time, encourages commitment to the plan, is offered up the ladder and demands partaking at all stages. The disadvantages are that the influence of the top managers is limited and because of that the individuals tend to exaggerate their resource needs. Consequently, sometimes serious actions are overlooked and left unbudgeted. Iterative budgeting is a mixture of both top down and bottom up budgeting and it means to repeat or to do again. It is often inefficient and time consuming. 
    Budgeting is a process that is orientated towards the improvement of business performance. When a company is making a budget, the managers always think about it and relate to it when it comes to the costs that the company needs to do. (Blumentritt, T. 2006).

Capital Budgeting
 When it comes to a company’s survival, a critical role is played by capital budgeting. This is a process that includes decision making that regards funding in fixed assets such as land, furniture and machinery. It is a long-term investment decision and the benefits are expected to come over the years. The estimated profits are large, but it involves a high risk because it is a long period of time between the initial investment and the estimated return. 
   The decisions in capital budgeting include the increase of the revenue and decrease of the costs. According to the definition of Charles T. Horngreen, “Capital Budgeting is a long-term planning for making and financing proposed capital outlays”. 

Balanced Scorecard
To improve and pick out internal business features and their resulting outcomes the strategic management performance used is balance scorecard. To provide and measure feedback to organisations balanced scores are used. Data collection is essential in order to show quantitative results and managers need to acquire records in order to make better choices for the company. By pursuing the proposed scores, it can be effortlessly identified the elements delaying the business performance and the strategic changes. 
1.Learning and growth are examined through the research of know-how resources and schooling. This first part controls how efficaciously personnel use the records and how well facts are captured to change it to a competing benefit for business.
2. Business strategies are assessed through examining how nicely merchandise are mass-produced. To detect any gaps, delays, waste, or shortages operational management is scrutinized.
3. Customer perspectives are grouped to calibre customer delight by price, obtainability of services or products and quality.
4. Financial data, along with expenditures, earnings and sales are used to understand financial performance. These monetary metrics may additionally include monetary ratios, budget variances, earnings targets or greenback amounts. 
These four steps embody the prescient, approach and imaginative of an organisation and to analyse the facts collected require energetic management. The balanced scorecard is hence often called a management tool in preference to a measurement tool.

Activity Based Budgeting
After seeing the overhead costs of the company, a budgeting method named Activity based budgeting is used in order to prepare the budgets in which Activity based costing is included. In other words, this process is based on the management of accounts and budget of the present year, but also on the accounts and budget of the past year. Deeply researched and analysed are the activities that incur the value. 

ADVANTAGES OF ACTIVITY BASED BUDGETING
Activity based budgeting approach assesses every price driver. All the steps are taken into consideration when it concerns an activity. Handiest the essential events form a part of the business and the beside the point sports are eliminated.

BUSINESS AS A UNIT
This approach facilitates in seeing the enterprise as a unmarried item and now not in the format of divisions. The budget for the business unit is put together by the managers as a whole and no longer preserving in mind any solitary branch as done inside the situation of other techniques of budgeting. 
IMPROVES RELATIONSHIP
Activity based budgeting enables the improvement of the connection among its clients and the company. The foremost purpose of this technique is to take away redundant activities and assist the clients with the exceptional nice at first-rate price. This imposes (in an indirect way) the employees of the company to attend the clients in the nice way viable and make certain that the clients are satisfied. 
DISADVANTAGES OF ACTIVITY BASED BUDGETING
As well as advantages, this budgeting process has disadvantages like the ones listed below:
REQUIRES UNDERSTANDING
A profound understanding of numerous practical ranges of the business is required by this process. If the manager that is preparing the budget is not capable to evaluate and understand the extents of the business, it would determine an imprecise budget preparation.
COMPLEX
Activity based budgeting is a complex process because it needs investigation and evaluation of numerous aspects. 
RESOURCE CONSUMPTION
This procedure of budgeting is consuming a variety of sources of a company. It wishes to employ pinnacle officers for directing frequent analyses. It is a completely time-consuming too. 
COST INVOLVED
The implementation budgeting process requires very well-trained employees. An employee, who is not trained enough, cannot manage the budgeting exercise efficiently. So, the company needs to sustain extra costs to properly train its employees. 
SHORT TERM
Activity-based budgeting process is specialized in short-time period dreams of the company. It does not bear in mind the long-time period situation of the business. Because its focus is mostly in short-term goals instead of long-term goals it be deadly for the business.
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1. Activity Based

- similar to ABC and ABM
- involves planning and controlling along the lines of value -adding activities and processes

- resource and capital allocation decisions are consistent with ABM analysis, which involves structuring the
organisation’s activities and business processes so that they better meet customers and external needs

2. Zero Base

- expenditures must be re justified during each budgeting cycle, rather than basing budgets on previous
years or periods

- avoids building on the inefficiencies and inaccuracies of previous history

- value of this approach depends on stability of operating environment

3. Value Based
- formal and systematic approach for managing the creation of sha reholder value over time

- all expenditure plans evaluated as project appraisals and assessed in terms of the shareholder value they
will create

- helps to link strategy and shareholder value to planning and budgeting

4. Profit
- ‘profit wheel’ method for planning future financial cash flows of profit centres

- assesses Whether an organisation or unit generates sufficient cash, creates economic value and attracts
sufficient financial resources for investment

- ensures consideration of an organisation’s short- and long -term prospects when preparing its financial
plans

5. Rolling Budgets and

- solves problems associated with infrequent budgeting and hence result in more accurate forecasts
- more responsive to changing circumstances, but requires permanent resource to administer

- also overcomes problems linked to budgeting to a fixed point in time —i.e. the year-end and the often
dubious practices that such cut -offs encourage





