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In this study, the importance and uses of preparing budgets are discussed. However, some identified weaknesses of the traditional budgeting methods will be highlighted and the ways to overcome those problems shall be discussed. Budgets are said to be playing an important role in the management controlling and planning activities. Otley, (1978) describes the budgets as the central stage of most organizations’ system of management control. The primary purpose of the budget is to provide a strategy for the future planned activities to achieve the set targets. So that the efficiency of the management could be evaluated in relation to the achievement of the predefined goals. Budgets may be used for several uses such as to control income and revenue expenditure, set objectives in financial terms, to give direction and coordinate the department towards a common goal, assign responsibilities to managers and employees, allocate resources, and to set targets for employees to evaluate their performance over period of time. However, preparing budgets does not ensure the certainty of achieving the set targets. Budgets are more likely to be seen as the highlighter of the uncertain situations rather than as the solution to the problem (Player, 2003). It enables the managers to predict the problems before they may appear but it does not provide the strategy to avoid it.
Over a period of time, scholars have strongly argued over the importance of budgets and yet many of them has declared it as ‘an unnecessary evil.’ previously companies have been using Zero based budgeting and Incremental budgeting methods which were based on the past records and were less flexible as they failed to incorporate any changes over a period of time (Player, 2003). Traditional budgeting only made changes to budgets annually which often classified the data collected as outdated. Out dated data also meant that the time and resources invested in making the budget were considered as sunk cost often (Neely et al., 2003). Moreover, the fear of meeting the deadlines, irrespective of any sudden changes in the business environment often encouraged the employees to practice unethical activities such as data tempering and window casing the output. Basically, traditional budgets emphasized on achieving the short term goals and ignored the overall value creation for the organization in the long run (Hilton et al., 2013).
To overcome those shortcoming, researchers focused on new inventions such as introduction of Activity based budgeting and The Balanced scorecard approach in business world. New methods focused on the financial and non-financial activities of the business where as traditional budgeting ignored the non-financial evaluation of performance which led to unrealistic targets and other shortcomings of the budgets (Blumentritt, 2006).
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Achim, (2009) explains a number of advantages of the budgets. According to Achim, budget may promote communication and coordination for management for creating a balance among all the departments to achieve the set goals, provides a framework for evaluating the performance of the employees and allows the efficient allocation and distribution of resources required by the specific project over period of time. It may also help the managers to lessen their burden as they do not need to finalize the budgets once, then they only need to intervene in situations where there is an occurrence of problem. 
Studying the budgetary controls, researchers have highlighted the problems associated with the traditional methods of budgets. Zero based budgeting set the initial values as zero at the start of the financial year which may lead to ignorance of certain factors leading to further problems in the company. To deal with complexities of the business environment, companies needs to improve their methods to avoid the problems created by the weaknesses of the traditional methods. Boquist, (1997) explained that having flaws in the budget planning and control system results in failure of companies. Boquist highlighted certain flaws of budgetary controls in his study. He argued that, in today’s business environment a firm needs to establish dynamic structure practices. Companies needs to adopt flexible control system which is quick in response to the environmental changes and problems. Traditional budgets failed to meet the unexpected changes in capital need and market behavior (Hilton et al., 2013).
A flexible budget requires to be efficient enough to incorporate the changes within the budget at any period of time. Secondly, the absence of connection between the strategic goals and financial measures was highlighted. For instance, companies chooses net present value method for selecting a project but at the same time they are rewarding their managers on the return on the capital employed ratio. This kind of conflict may result in no coordination between the management and the shareholders leading to no value creation for the business. Thirdly, Boquist argued on the lack of integration between the various budgets prepared by the companies. He insisted that companies are lacking in coordination between the various budgets prepared by the different departments. The departments themselves lack coordination, yet they fail to integrate the budgets in respect with the strategic corporate goals, which results in number of weaknesses in the master budget. Moreover, He sees the budgets as a finance function rather than a strategic partner (Neely et al., 2003). It was criticized that managers planning budgets only focused on the financial measures of the overall business where as they tend to ignore the no-financial factors which could add value to the business. Hence, an incomplete and unbalanced measures were set to evaluate performance which often resulted in fraudulent activities performed by employees to meet the desired result and achieve financial rewards, yet the quality was compromised (Achim, 2009). Many other scholars also supported these criticisms, therefore it became a need to find better methods for preparing budgetary controls.
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Scarlett, (2007) cites that activity based budgeting is a method in which cost incurred is spread over every functional department and is defined and analyzed. One of the strengths is that activity based budgeting does not focus on the previous budgets to account fall the inflation or any other changes but it focuses on the identification of the efficiencies in business operations and develop new budgets in accordance to the findings. Previously the budgets based on the historical evaluations are now replaced by the activity based budgeting process to evaluate the performance of the business more efficiently and effectively. Additionally activity based budgets are quite useful for the incorporation of material changes over time, such as changes in demand and market behavior (Brimson et al., 2003). This is the reason that firms with the expectancy of minimal changes tend to adopt traditional budgeting system. 
Whereas the larger companies which are dealing with complex market behavior on daily bases are more likely to adopt the activity based budgeting. Activity based budgeting is usually broken into three steps. Firstly, it identifies the cost drivers of relative expenses and revenues. Secondly, it calculates the number of units related to each activity. Finally, cost per unit is determined to calculate the cost of the entire activity. Activity based budgeting allows a greater control over the strategic management of the activities within the organization. It also helps in alignment of the controls with the corporate aim of the business. One of the most seen benefit of the activity based budgeting is the calculation of cost and cost analysis becomes easier. The accurate determination of the expected costs helps in determining the costumer’s demands and the resources required at internal level. Moreover it establishes a good comparison between the costs planned and actually incurred. Functional departments finds it helpful to compare between the necessary and available resources to provide a clear view for the management regarding the deficient areas (Cooper and Slagmulder, 2000). To access the each process efficiently, an individual manager or controller to be assigned to each of the processes. Though, activity based budgeting is more costly to develop as compared to traditional budgeting methods. It also is considered to be more time taking to collect all the required information to prepare aligned budgets. Yet it provides a potentially greater insight for the future predictions and is an improvised management tool (Krumwiede and Charles, 2014). 
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Norrie and Walker, (2004) discussed in an article that balanced scorecard is an extensively developed, tested and demonstrated management tool. It enables the organization to decide on strategical appliance of a project (Niven, 2014). The charm of this particular approach is that it has the ability to break down a complex strategy into a simple one by breaking it into simpler processes for the management and the other stakeholders of the business so that they can easily link between the strategic aim and corporate aim of the business (Bhagwat and Sharma, 2007). It helps the managers to understand the unclear outlines of the project by converting them into executable plan. Moreover it enhances the communication between the internal and external stakeholders. 
According to literature, the need of the budgeting as an important management tool can never be ignored (Shafiee et al., 2014). However there is a definite need for the improvement in the traditional methods used for budgeting processes. Use of activity based budgeting and incorporation of the balanced scorecard ensures the removal of the weaknesses of the earlier methods used. Hence, a greater and effective control and planning shall be seen (Martello et al., 2016). 
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