UNIVERSITY OF WALES TRINITY SAINT DAVID
LONDON

BA BUSINESS MANAGEMENT

MODULE   : MANGEMENT ACCOUNTING

TUTOR NAME: GAZI ARIF 

STUDENT ID: 1704795

STUDENT NAME: BRIJESHKUMAR PATEL

DATE OF SUBMISSION: 8 January 2019

[bookmark: _GoBack]WORD COUNT: 1943

Table of Contents

Introduction	3
Findings	3
Budgeting methods and process (zero-based budgeting, activity based budgeting)	3
Zero-based budgeting	3
Incremental budgeting	3
Activity-based budgeting	3
Value proposition budgeting	4
Balanced Scorecards	5
Activity-based budget	5
Analysis	5
Budget analysis and Application	5
Financial budget	7
Corporate budgeting	7
Capital budgeting	8
Sales budget	8
Production budget	8
Conclusion	9
References	10
Appendix 1: balanced scorecard	11




[bookmark: _Toc533161067]Introduction
Management accounting is the effective use of financial data of the company for growth and development. The accounting process is presentation of financial activities of enterprise for formulating strategic decisions in JP Morgan. The budgeting process assists an organization to build financial budget and cash flow statement. The current report sheds light on the budgeting methods and processes like zero-based budgeting and activity-based budgeting. The report focuses on the analysis and application of the budgeting process in the financial statement of the company like income statement, cash flow statement, and ratio analysis.
[bookmark: _Toc533161068]Findings
[bookmark: _Toc533161069]Budgeting Methods and Process (Zero-Based Budgeting, Activity Based Budgeting)
The companies mainly use four kinds of budgeting methods namely
[bookmark: _Toc533161070]Zero-Based Budgeting
Zero-based budgeting follows agenda that budgets of all departments are assumed to be zero and budgets should be prepared from scratch. The zero-based budgeting ignores all the expenses that hinder the profitability of the company of JP Morgan. Gibbons and Kaplan (2015) stated that the zero-based budgeting is used by an organization in case of the cost restructuring process to minimize the costs of the company. The approach is basically used by the companies occasionally as the approach is a bit time consuming as the activities need to be done from scratch.
[bookmark: _Toc533161071]Incremental Budgeting
The incremental budgeting uses the past figures to obtain the current year's budget by adding or subtracting a specific percentage from the past financial data. Gordon, Osgood, and Boden (2017) opined that the incremental budgeting is appropriate if the primary cost of the company is constant. The approach eventually results in the slack of budgets. The budget generally ignores the external factors of the company like fluctuation in interest rate and inflation rate. The approach is a total assumption based so the budgeting process creates inefficiency in the operations of the company of JP Morgan.
[bookmark: _Toc533161072]

Activity-Based Budgeting
The activity-based budgeting is the top-down process of the budgeting. The approach helps in the analysis of target input required to produce sufficient output to main the supply chain management of the organization. Alviniussen and Jankensgard (2015) mentioned that a senior manager of a business organization might identify sales target of an organization and thereafter cost is determined to carry out the production activity.  The approach provides transparency in the financial budget of JP Morgan. The revenue of the company as per the activity-based budgeting is generated from research activities.
[bookmark: _Toc533161073]Value Proposition Budgeting
The approach assures that the financial information carried out in the financial budget of the company generates value for the investment banking company of JP Morgan. Cooper, Ezzamel, and Qu (2017) opined that the approach aims to eliminate the unnecessary expenses arising in the budget. The value proposition provides additional benefits to the client of business. The value proposition is the combined form of product or services and the price charged for that particular product or service. The value proposition budgeting summarises the preferences of the clients according to the market segmentation in the UK. Along with that, it assists in calculating financial budget related to profit and loss of an organization. 


Figure 1: Budgeting Methods
(Source: Influenced By Cooper, Ezzamel and Qu, 2017)
[bookmark: _Toc533161074]Balanced Scorecards 
The balanced Scorecards are basically used for the measurement of the financial performance of the organization of JP Morgan. Akkermans and Van Oorschot (2018) opined that the scorecards evaluate the performance of both financial and nonfinancial data of the financial accounting. The balanced scorecard was introduced by Kaplan and Norton. The managers of JP Morgan track the execution and implementation of the activities by the staffs with the semi-structured report designed with the help of Balanced Scorecards. The framework provides metrics to evaluate the success of the strategic plans of the organization. The strategy ensures the identification and accomplishment of the mission and objective of JP Morgan. The company follows the tagline “Think Big” for the development of the investment company of JP Morgan. The 3 major constituents of the framework are 
· Objective statement to understand the core competencies of JP Morgan
· Measure to evaluate the performance of the strategic objectives of the organization
· Target to identify the desired future performance of JP Morgan (refer appendix)
[bookmark: _Toc533161075]Activity-Based Budget
The Activity-based budgeting is related to the cost drivers of JP Morgan. The production of the output requires potential resources. Hoque (2014) stated that the framework suggests that cost drivers are not dependent on the valuable goods and services provided by the organization. The framework provides transparency in the budgeting process by generating reliable financial information for the users of financial statements. The framework helps to analyze cost generating factors in JP Morgan. The strategic budgeting develops the budget that enhances the operations of the organization. The framework allows the company to align the financial data with the goals and objectives of the organization. The disadvantage of applying the activity-based budgeting in the company is that the approach is costly in comparison to the traditional budgeting frameworks. Raudla and Savi (2015) stated that the framework requires the utilization of a huge amount of resources to make it a successful budgeting plan.  
[bookmark: _Toc533161076]

Analysis
[bookmark: _Toc533161077]Budget Analysis and Application
The budget analysis is tools that help to manage the budgeting process in JP Morgan. Callaghan, Hawke and Mignerey (2014) mentioned that the main purpose of budgeting is to analyze the total spending of the organization and implementing control measures to minimize the overall expenditure. The comparison among the financial years can be done with the help of financial data recorded in an income statement, cash flow statement and balance sheet. The company helped to stabilize the economic market of the United Kingdom during the times of financial crisis. The free cash flow as shown in the cash flow statement of JP Morgan in 2016 and 2017 was 32.50 Billion GBP and 5.23 Billion GBP. The financial statement of the company reflects the fall in the graph of the cash flow statement by -116.58%. The decrease in free cash flow means that the company is less capable to pay off the debts with the use of liquid assets of the company. The net income of the company in 2016 and 2017 was 19550 Million GBP and 19320 Million GBP. The financial data of 2017 reflects a fall in the income of the company. The net revenue of the organization in 2016 and 2017 was 75622 Million GBP and 78750 Million GBP. The earnings per share of JP Morgan in the year 2016 and 2017 is 4.89 GBP and 4.98 GBP. The market price per share of the company in 2016 and 2017 is 68.12 GBP and 84.43 GBP. The price-earnings ratio of the company increased in 2017 in comparison with the data of 2016. The revenue graph of the company shows an upward shift in 2017 as the company increased the production process.  
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Figure 2: cash flow statement
(Source: Influenced By Hawke and Mignerey, 2014)
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Figure 3: income statement
(Source: Influenced By Réka, Stefan, and Daniel, 2014)
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Figure 4: ratio analysis
(Source: Influenced By Nguyen, Weigel and Hiebl, 2018)

The application of the appropriate budgeting process in the business helps in the creation of wealth in JP Morgan. Réka, Stefan, and Daniel (2014) opined that the implementation of the budgeting process in the business provides financial freedom to the users of financial statements by providing them with reliable financial data. The preparation of the budget requires the identification of the financial behaviour of the company.  The comparison needs to be done between the current year's budget and the budget of the succeeding years. The budgeting analysis of JP Morgan requires the following steps:
· Identification of the future risks and circumstances that can affect the strategic objectives of the budget planning.
· Gathering information from the financial professionals of JP Morgan so that reliable analysis of the financial statements can be done. 
· Preparation of charts and graphs to develop a clear view of the analysis of financial data.  
· Recalculation of financial data so that unnecessary errors can be avoided. 
The application of the budget is necessary for specific departments of the organization like:
[bookmark: _Toc533161078]Financial Budget
The financial budget of JP Morgan helps to forecast the cash flow statement, balance sheet and income statement of the organization. 
[bookmark: _Toc533161079]

Corporate Budgeting
The corporate budget of JP Morgan helps to plan the financial budget of the organization and implication of the same plan in the operations of the company. (Nguyen, Weigel  and Hiebl, 2018)
[bookmark: _Toc533161080]Capital Budgeting
JP Morgan takes long-term decisions regarding the investment in new plant machinery and fixed assets with the help of the capital budgeting process.  
[bookmark: _Toc533161081]Sales Budget
The framework helps to forecast the sales volume and revenue of JP Morgan by tracking the past sales pattern of the organization. 
[bookmark: _Toc533161082]Production Budget
The strategy helps to forecast the target production level of JP Morgan with the analysis of current inventory level. 




[bookmark: _Toc533161083]Conclusion
The report concludes that short-term profitability is not the ultimate goal of the company of JP Morgan. The management aims to achieve profitable and long-term growth in the operations of the organization. The pace of the technological development is faster than any other company can absorb in the economic market of JP Morgan. The management of JP Morgan aims to develop potential and long-term customers. The report reflects that the company focuses on providing the highest level of satisfaction to the service receivers of the organization. The organization believes in the fair budgeting process to eliminate the unnecessary expenditures affecting the financial performance of the organization. The company always manages to offer a respectable and profitable return to the stakeholders of JP Morgan. The company should focus on modernizing marketing efforts so that unnecessary advertisement expenses can be eliminated from the financial data. 
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Appendix 1: Balanced Scorecard 
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(Source: http://www.asq0511.org/Presentations/200503/200503.pdf)
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