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[bookmark: _Toc26811034]Introduction 
Management Accounting is the process of analysing costs and operation of an organisation in order to prepare financial and internal reports. Moreover, it helps the venture in decision making process and achieving future goals. In addition to this, helps managers to measure performance of the business in order to get competitive strength in industry. The study sheds light on significance of Management accounting in the process of preparing budget of an organisation. Along with this, critical analysis on need of Management accounting has been made for deriving its usefulness in management of organisation. Lastly, conclusion has been made by assessing the significance of budgeting and its system.         
[bookmark: _Toc26811035]Critical analysis of need and process of budgeting 
Budget: Budget can be defined as a financial plan made by organisation to finance its expenditure of a specific period of time. Moreover, it can be prepared by an organisation in order to finance any specific deal or project. According to Alsharari et al. (2015), budgeting allows company to forecast its operation for future course of action. 
Need of budget
Based on conception of Boučková (2015), budgeting leads to provide better coordination between the different departments of organisations.  Thus, a staff member of organisations has better understand their responsibilities after implementation of budgetary control. As criticised by Makrygiannakis and Jack (2016), budgeting may lead to de-motivate staff members if the determined target are too easy for achieving or too difficult. Moreover, if the manger made responsible to the staff members who is beyond their capacity; it will make the staff member less responsible for the work. In context to this, preparation of budget increases the probability of company to achieve the future goals and objectives as it prescribes the steps to finance the expenses. Thus, managers will be able to determine every cost required for the service and production costing such as prime cost, the total cost or product cost.  
Service and product costs: According to Ax and Greve (2017), service and product cost includes all those costs which are required to provide services and products to the customers.
Prime cost: Prime cost includes all those expenditures which are directly attributable to the preparation of product. Moreover, calculation of prime cost mainly includes amount of raw material and direct labour expenditure. 
Production cost: Production cost includes those costs which are required to produce the product. In addition to this, this cost includes the cost of raw material, labour expenditure and manufacturing expenditure. 
Total cost: Based on conceptions of Butler and Ghosh (2015), total cost includes both fixed cost and variable cost. In addition to this, it is the total amount of expenses made of producer for producing any particular product.
As proclaimed by Cooper et al. (2017), usage of budgeting in an organisation do to reflect accurate amount of expenditure required for the operation as it forecasts the expenses and future is full of uncertainty. Thus, the allocation of funds depends on   requirements of the operation. 
As opined by Otley (2016), preparation of budget in management helps in adopting appropriate costing technique in venture. Further, costing method can be of different types such as absorption costing, process costing and standard costing. In case of process costing cost are derived at each stage of production whereas absorption costing leads to consider indirect costs of production. Moreover, in process costing manager requires to consider and identify each unit of cost and evaluate the work in progress of production and process of undertaking the production. Furthermore, using budget helps in setting standards for the purpose of costing.  
However, usage of budget provides lower flexibility to management as it does not provide an accurate picture of costs required for project. Besides this, many scholars has strong opinion that budget is a forward looking aspect that help company to identify costing required for long term and short term decision making and cost and volume  profit of the production.  Moreover, cost and volume profit analysis helps the company how changes in cost and volume in the production has affected in operating income of the company. Furthermore, the behaviour of cost can be derived by budgetary system by which manager is able to reduce or contribute more funds to the cost structure. 
As criticised by Van der Stede (2016), use of budgetary system does not provide a clear picture that whether organisation should use marginal costing or absorption costing in the manger.  In addition to this, marginal costing emphasises upon increase in cost or unit of production by increase in additional units in process of production whereas absorption costing focuses on indirect cost of production. 
Types of budgets
Usage of budgetary system in management allows the organisation to prepare different budgets in management according to the purpose or need. Thus, it makes the budgetary control simple and easy to understand for staff members.  These budgets can be of different types such as operating budget, cash budget and master budget.
Operating budget is a budget which is prepared by manager to estimate the total value of resources used by organisation. Along with this, cash budget allows venture to estimate the cash component held by magnet and the amount of cash required for the project. Further, master budget is the main budget that is followed by the overall management in order to achieve the future objectives and managing the working capital required for daily operations.  However, many scholars have argued that these budgets only helps in aiming to achieve target but not helps in exceeding the target.    
As per Weetman (2019), budgetary systems not only helps in preparing budget for projects and cash management but also helps in budgeting material, sales, overhead or labour budgeting.  Besides the master budget organisation prepares these sub budget under each department to finance all the activities. So, preparing budget for sales, material or overhead aids positively into the master budget and functional budget of organization. However, analysis of this budget and preparing report takes huge time by the manager that fails to provide immediate influence on the management and staff members. 
[bookmark: _Toc26811036]Budgeting process
Budget of an organization can be set as follows:
· Setting goals
· Identifying expenses and incomes
· Separation of wants and needs
· Designing structure of budget
· Considering seasonal expense
· Drafting the budget
· Taking permission of higher executives
· Circulating the budget in each department       
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Balanced scorecard is a strategic management matrix that is used to measure performance of organisation. It helps the manager to improve internal functional areas of an organisation that leads to improve external outcome of the venture.  Based on conceptions of Alsharari et al. (2015), using matrices of balanced scorecard helps in implementing feedback to the management. Some of the advantages and disadvantages of balanced scorecard are as under:



Advantages
· Use of balanced scorecard helps the manager in better strategic planning in the organisation. Further, it helps the manager in emphasising upon cause and effect relationship of strategic goals. 
· Usage of this matrix in management helps in improving performance report of the organisation.  Along with this, it monitors the performance of the organisation. 
Disadvantages
· Use of these matrices only focuses on internal control and does not consider external factors of organisation.  
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Activity based budgeting is the method of budgeting which is prepared by usage of ABC analysis (Cooper et al. 2017). In addition to this, it is an accounting tool which does not consider part aspects of accounting and only focuses on present aspects of management.    
Advantage
· Use of this budgeting in management helps in getting competitive edge to the management and combating competitors in industry.
· Use to this budgeting in management helps in maintaining cooperation in staff members and helps in effective communication in management.    
Disadvantage
· Use of this budget in management only focuses on short term requirements of organization rather than long term needs of the company. Along with this, implementation of this budget in management required trained employees in organisation.        
[bookmark: _Toc26811039]Conclusion 
[bookmark: _GoBack]Management accounting leads to analysing costs and operation of an organisation in order to prepare financial and internal reports. Moreover, it helps managers to measure the business to get competitive strength in industry. Budgeting helps company in providing better coordination between the different departments of organisations. Costing method is of different types such as process ABC costing and standard costing. Thus, the presence of master budget, cash budget and functional budget provides better understanding of cost components required for project to the manger. Further, many scholars ahs argued that budgeting may lead to de-motivate staff members if the determined target are too easy for achieving or too difficult. Along with this, manger made responsible to the staff members who are beyond their capacity which make them dissatisfied.  In case of process costing cost are derived at each stage of production whereas absorption costing leads to consider indirect costs of production. Identification of each cost makes the budgetary control simple and easy to understand for staff members.  The behaviour of cost can be derived by budgetary system so that manager is able to manage funds as per the cost structure.         
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