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BUDGETS
Different studies suggests that budgeting is an essential management tool for planning and controlling the financial decisions. Joshi (2003) cites that budgets helps to evaluate performance, aids control and planning. Various authors suggests various advantages of budgeting such as it helps to prevent dis-balance between the different level of management, encourages employees to work efficiently and motivates the management to produce better results. According to another author, budgeting helps to control expenses, maintain profitability, strengthens the long term planning, coordinate the functional departments and develops better communication plan with employees (Uyar and Bilgin, 2011). Despite the advantages of traditional budgets, many weaknesses have been identified which seems to be contradictory to the primary purpose of preparing budgets. Focus on cost efficiency and ignorance of value creation, unethical behavior encouragement, less effective measures of performance evaluation are some of the weaknesses identified by numerous authors. Previously companies tend to prepare the budgets using zero based or incremental budgetary processes where the budgets were more based on the historical events and analysis. Over the passage of time, companies realized the importance of adaptability to environmental changes over time to remain competent. This resulted in inclusion of new approaches to prepare budgets. 
Activity based budgeting was introduced to help in building better control systems which were more flexible and had better adaption to changes that may occur. This is the main purpose of thesis, to identify weaknesses related to traditional methods of budgets and to highlight the changes companies have adopted to overcome them over time. Traditionally budgets have been considered as an important management tool to manage control systems and planning for the future. Uyar (2009) cites that several studies argued that budgets are one of the most used planning and control tool for companies. It helps mangers to realize the indicators relative to any variance from the predicted values and allows them to take required actions. Riley (2012) lists down the various advantages of the traditional budgets. He cites that budgets helps to set priorities, set goals in monetary terms, give directions and maintain coordination for business to see the expected future, assign tasks accordingly to employees, allocate resources, build better communication between upper and lower management, motivate employees and evaluate performance. Other studies also highlighted the importance of the budgets such as helps in evaluating performance, planning and control (Ahmad, 2003). Hansen (2003) also considers budgets as a planned strategy to effectively operate the functions of the organization and efficient resource allocation.

Yet the criticisms of budgets, mentioned by various authors, could never be denied. Otley (1978); Neely (2003) emphasized on the too much time consumption in preparing the budgets. Too much time consumption over the budget based on historical events which has less validity for the future is waste of resources. Another criticism that arose is that budgets may be questioned on their reliability as they may be objected to corporate politics and gaming. Hope & Fraser (2003) states in the study that budget itself is fundamentally flawed giving rise to these drawbacks. “Unnecessary evil”, “a thing of the past”, “broken” are the names given to the traditional budgets by the various authors. Traditional budgeting focused on the excessive cost reduction which often resulted in lesser value creation for the business as the employees were forced to adopt the shortcuts to achieve the set targets within the desired cost limits. Too much time and costs are invested in the preparation of the budgets as compared to the benefits received from them. Lesser flexibility of the budgets to change the planned strategies according to the demands of the situations, often restricts the managers to take the necessary actions or decisions, as they have a fear to lose the financial rewards by achieving the set targets by the budgets. 
The pressure to achieve the set targets also encourages them to get involve in budgetary gaming, hence the business may lose its credibility in the future for its stakeholders. Cost inefficiency is another criticism faced any the traditional budgets. A heavy expenditure is done on the making of these budgets yet they fail to meet the unexpected changes, resulting in a hug loss for the company. Mangers tend to update the budgets once a year at the start of the financial year, which is alarming for any larger company dealing with emerging changes in the business environment on the daily basis. Moreover, the budgets are all based and prepared on the assumption and guesswork, this may lead to less effective communication of the targets to the employees. Managers might take the wrong decisions due to lack of accurate communication of the desired targets.

All the criticisms highlighted makes the authors focus on the improvement of these budgets by introducing new approaches to prepare the budgets, as the budgets cannot be made completely obsolete. Researchers realized that if the budgets are used appropriately and adapted in accordance with the need of the organization, relevant to the size and nature of the firm, may lead to additional value creation. Companies needs to implement practices that may develop the commitment to budgets, identifying the clear processes to prepare the budgets, making proper links between the budgets and company’s strategic aims, and analyzing the budget over time to make corrections required. We can improve the budgets by adding clear definitions of the responsibilities assigned to managers, making a clear vision for each individual budget and time to time monitoring and evaluation of the performance. Management may define the key purpose of making the budgets to allocate resources, forecast future, evaluate performance and communicating the management regarding the controlling and planning of the activities. Scholars hence focused on the introduction of activity based budgeting and balanced scorecard approach to improve the traditional budgets.

ACTIVITY BASED BUDGETING
Studies says that activity based budgeting is based on two axis, that is activity based analysis and Activity based costing. Activity based analysis is focused on the analysis of each function and Activity based costing talks about the setting on the set of measures and processes based on recording, analysis and assignment of costs to each function. The primary focus of the activity based budgeting is on achieving the value added and customer satisfaction (Hixon, 1995).Analysis of each of the activity helps to evaluate the role, importance, value and efficiency of each of the element of the processes adopted. The effective implementation of the activity based budgeting is only possible when the analysis and costing are considered before setting any processes for the entity. Activity based budgeting also helps to achieve cost variability and hierarchy, flexibility of budgets and responsibility evaluation. Internal chain of values are being more emphasized under this method of budgeting to maintain the competence of the entity in the business world. The allocation of resources is however needed to be done at process level and then at entity level for each activity. Despite the number of advantages of activity based budgeting, it is also discussed often buy the authors that preparing of the budgets takes more time as compared to the traditional budgets as now the data has to be gathered at each level for each functional department in order to compile it inform of the master budget.

BALANCED SCORECARD APPROACH
Kaplan and Norton (1992) enlists the main advantages of the balanced scorecard. They cites that it helps in providing a detailed view of the performance of the company within a sight. Focusing on the improvement of the internal processes of the business as the balance of objectives is the primary target to achieve while using the balanced scorecard approach. The improvement within budgets is done by improving the actual process rather reducing the process. Moreover the balanced scorecard focuses on the measures that are only related to strategy which helps to lessen the information burden within the entity. It is observed that many companies now a days are using the balanced scorecard approach as it not only based on financial analysis but provides an overall holistic framework to evaluate the performance of employees and management, financially and non-financially. Although it is criticized that balanced scorecard approach may lack the cohesive body of information and only focuses on one way approach (top down).

The budgeting process has been considered as the important management tool as it establishes the framework for financial evaluation of the performance of the business and the objectives set by the business plan. However, the improvements are needed to overcome the shortcomings of the budgets highlighted by the various authors. An efficiently prepared budgetary system has a positive effect on the performance of the entity and respond well to expected changes of business environment.
CONCLUSION
Budgeting allows you to make long- and short-term projections about your financial situation, prevent crises, get the most out of your money, plan for major life changes and enjoy peace of mind.
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