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In this fast changing world with diverse needs and inadequate resources, an effective and efficient use of resources through planning is vital component. For the same planning and control  is essential so that the plans can be effectively carried out to meet the objectives of company’s and utilise the time and money which are scarce in nature. Irrespective of several criticisms many companies adopt and apply the budgets to present an actual comparison of the performance of individuals and evaluate the performance in respect to the desired outcome. There are many benefits of budgets which makes it imperative for companies to use them in the planning and decision making process. 
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[bookmark: _Toc28895308]BUDGET AND COST CONTROL
According to Balaguer-Coll (2016), budget is termed as the process of planned expenditure for a particular portfolio, project or programme that emerge as a baseline to develop the forecasted eventual cost of project and actual expenditure to be reported. 
Sarkar (2018) further argued that cost control is considered to be the simplest technique to improvise the bottom line of the business. It is referred to the practice of reducing and identifying the expenses of the business to ensure the profits as per the planned to undertake the actions as well. 
Budgeting and cost control are referred to the process of estimating the cost and setting the budgets in respect of the agreed goals and then to ensure control over the costs against the budget planned (Balaguer-Coll, 2016). The main motives of budgeting and cost control include determination of the expenditure and income profiles and then designing of the budgets to align with the needs of funds for the business and companies. This also ensures implementing the systems to manage effectively the income and expenditure (Bell, 2019). 
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Irrespective of the nature and purpose of the organisations if, non-profit organisations, governmental organisations and companies there are different types of budgets adopted by each organisation to plan and control the cost and expenses of the business (de Campos and Rodrigues, 2016). 
One such budget is the responsibility budget that emerges as the tool for judging the performance of the managers or individual segment in the business. Another type of budget is the master budget which examines the planned operation budget and the financial budget over a time period. Some companies also use financial budget that helps the management in planning the financing of the assets and preparing the projected balance sheet (de Campos and Rodrigues, 2016). There are also capital budgets that help the business in allocating the funds to the capital project of long term nature. Activity based budgeting also forms the vital type of budget that helps in determining the amount of inputs which are required to render support to the outputs of the company. This type is majorly used in estimating the sales units to meet the desired target (Chand, 2018). 


Figure 1: Types of budgets
(Source: Smriti, 2018)
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Many businesses and companies formulate budgets as it helps them to keep the eyes over the money and makes dreams into reality through effective tracking of the progress. It helps to keep a track of the business by estimating expenditures and incomes effectively (Sarkar, 2018). Another budgeting needs involves the mitigation of the emergency situations that that can lead to serious financial turmoil (Bell, 2019). Following of the budget helps to fulfil the needs of the business during the financial issues and allows them to spend their money wisely to overcome the financial issues (Bell, 2019). 
Sheth and Sheth (2017) pointed that budgeting process is a vital activity for any business entity that allows keeping a track of the earnings and the expenses. A budgeting process can be in any of the approaches such as top-down approach and bottom-up approach (de Campos and Rodrigues, 2016). 
Some of the typical steps utilised while preparing the budgeting and cost control are presented as under:
[image: Budgeting and cost control procedure]
Figure 2: Budgeting and cost control process
Source: (Sheth and Sheth, 2017)
The budgeting and cost control process in case of companies usually initiates before six months and may involve entire fiscal year to accomplish. The process starts with planning and initiation stage and then follows a series of stages to reach to the implementation of the budget (Bell, 2019). Some of the stages followed to implement the budget involves the executive management in refining the base estimates and then revising the budgets model through accounting control and approval of administer funding (Sheth and Sheth, 2017). 
The above process is followed in budgeting and cost control which seems to be hassle process but is core process of business that helps in enhancing savings, bolstering the profits and income of the business (Chand, 2018). 
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Quesado et al. (2018) stated that modern budgeting is a process that is based on the future to support the strategies of the company through utility innovation. Modern budgeting is a dynamic framework that is based on the corporate policies and thee common values on the basis of months and quarter. This is aligned with the coordination of the business unites and aims to meet the future goals (Sarkar, 2018). 
Balanced Scorecard
Hasan and Chyi (2017) connoted one of the modern budgeting processes is balanced scorecard that helps in breaking down the complex budget into the small strategic resource allocations which drives the desired specific objectives. Through the balanced scorecard the budgeting gets eased as a result of allocation of the scarce resources in the companies (Woodruff, 2019). The balanced scorecard helps in budgeting by using the mission, strategy and values of the organisation to link with the objectives over a strategy map. This allows measuring the cause-effect relationship of the organisation (Kahihu, 2016). The balanced scorecard also helps in breaking down the complex budget and allows easy allocation of the scarce resources in the organisation (Kahihu, 2016). 
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Functional budgets can be applied by businesses in different situations as under:
ABC manufacturing limited has following data that needs to be used to prepare sales budget:


Estimated sales figures are as under:
	Products
	India
	Pakistan
	Price for India
	Price for Pakistan

	Laptops
	130
	90
	32,000 per unit
	35,000 per unit

	Desktops
	200
	400
	13,000 per unit
	15,000 per unit

	Printers
	70
	20
	7,000 per unit
	8,000 per unit



Sales budget for ABC manufacturing Limited:
	Products
	Pakistan
	India
	Total

	
	Units
	Price
	Amount
	Units
	Price
	Amount
	Units
	Amount

	Laptops
	90
	35000
	3150000
	130
	32000
	4160000
	220
	7310000

	Desktops
	400
	15000
	6000000
	200
	13000
	2600000
	600
	8600000

	Printers
	20
	8000
	160000
	70
	7000
	490000
	90
	6500000

	Total 
	510
	
	9310000
	400
	
	7250000
	910
	16560000



Example of master budget
Master budget is considered to be central planning tool which will help business and companies in judging the performance of the different responsibility centres (Sridhar, 2017). 
Practical example of master budget is as under:
[image: Image result for master budget practical questions and answers]

Activity based budgeting
Activity based budgeting is a method that allows preparation of the budgets after consideration of the overhead costs. It undertakes cost analysis after analysing and researching the activities. The cost and resources are allocated on the basis of activities (Quesado et al., 2018). 
For example,
XYZ forecasts 50,000 sales units in next coming year which leads to a single ordering cost of $2 in its process. This will lead to the upcoming expenses as per activity-based budget to process the sales order for next coming year:
50,000 units * $2
$100,000
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Activity based budgeting
Limitations of activity based budgeting comprises of the time that is consumed in its preparation and it also may lead to conflicts with the standards set of managerial performance. This also has limitation of expenses in its maintenance (Woodruff, 2019). 
Master budget 
Some of the limitations of using master budget are that there is lack of specificity as in this type of budget collective sum of the expenses from all the departments and earnings for the same are presented. Apart from this master budget faces rigidity as well as difficulty to update and modify as a small change in one budget may lead to changes in entire budget (Sridhar, 2017). 
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Thus it is recommended for every business and company that the budgeting and cost control techniques should be effectively used in the operations and processes so as to ensure viability of the work in business case and the cost control techniques will help in representing the value of the work. Through the budgeting and cost control concepts and techniques the business owners and managers can effectively track the performance of the business and will help to provide comparison of the budgeted expectations with that of the actual results in the planned duration. Through this the desired action plan also can be laid out to deal with the deviations if any, in the budget. So in order to meet the desired goals of the business the budgeting and cost control should be applied despite their limitations. 
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