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M&L 38 Manage a budget

	Learning Outcome
	Assessment Criteria
	Guidelines and range
The candidate provides evidence that they understand:

	1.Understand how to identify financial requirements


	1.1 Explain how to calculate the estimated costs of activities, resources and overheads needed to achieve objectives

	Financial planning is undertaken by an organisation to identify how it will achieve the goals and objectives set out in its strategic plan, and the financial plan will describe and quantify in financial terms the activities and resources required to achieve each objective.

	
	
	In this criterion the learner is required to explain how financial planning is used to calculate the estimated costs of activities, resources and overheads needed to achieve objectives.

	
	1.2 Analyse the components of a business case to meet organisational requirements 
	A business case supports decision making and business planning by projecting financial estimates and other business consequences associated with undertaking a particular course of action that are relevant to organisational requirements, such as risk and critical success factors.

	
	
	In this criterion the learner is required to analyse the components of a business case in order to explain how a business case works to meet organisational requirements and to draw conclusions.

	
















	1.3 Analyse the factors to be taken into account to secure the support of stakeholders

	It is important to be fully aware of the interests of various internal and external stakeholders when developing a business case as different stakeholder groups have different priorities and expectations of the organisation.

Stakeholder groups will also vary in their power to influence (or affect) the organisation and in their levels of interest in what the organisation does. 

This can be represented graphically in a Power-Interest Matrix, which can be a valuable tool in stakeholder management.


	
	
	In this criterion the learner is required to analyse the factors to be taken into account to secure the support of stakeholders when developing a business case to meet organisational requirements and to draw conclusions. (It may be helpful to construct a Power-Interest Matrix to illustrate your answer.)

	
	1.4 Describe the business planning and budget-setting cycle 

	Business planning is generally conducted annually, and, although arrangements and practices will differ from organisation to organisation, the annual business planning cycle is likely to cover a review and prioritisation of strategic priorities, the development of a strategic business plan and separate business plans to cover all areas of the business, the allocation of resources (including setting and agreeing budgets) to deliver agreed targets and objectives, and ensuring that what has been agreed is delivered.


	
	
	In this criterion the learner is required to describe the principal features of the business planning and budget-setting cycle.

	2. Understand how to set budgets



















	2.1 Explain the purposes of budget-setting

	The proper function of budgeting is to plan, measure and control future activities, and budget-setting requires managers to set out and plan their resource requirements for the coming year.

Negotiations will generally take place in the organisation to align budget submissions to organisational priorities and reach an acceptable compromise.


	
	
	In this criterion the learner is required to provide an account of how budget-setting works in order to explain the purpose of budget-setting.

	
	2.2 Analyse the information needed to enable realistic budgets to be set


	There are a number of different types of budgets, depending upon the nature of the organisation as well as its aims and objectives and its budgetary policies and procedures, and the setting of each type of budget will require relevant and pertinent information.

Examples include:
· Production budget
· Materials budget
· Capital budget
· Operating budget
· Administration expenses budget
[bookmark: _GoBack]etc.


	
	
	In this criterion the learner is required to analyse and draw conclusions as to the essential features of the information needed to enable realistic budgets to be set. (It may be useful to use examples of two or more different types of budget in order to illustrate your answer.)  

	
	2.3 Explain how to address contingencies






	Contingency planning enables organisations to respond in a structured way to an unplanned event, and is generally undertaken at the same time as the annual budgeting process.

Budgeting for contingencies will, in effect, create three budgets:
· best case scenario budget
· expected case scenario budget
· worst case scenario budget


	
	
	In this criterion the learner is required to explain how to address contingencies. (You may wish to use two or more examples to illustrate your answer.)

	
	2.4 Explain organisational policies and procedures on budget-setting


	Budget-setting is critical for effective and efficient organisational planning and control, and will be subject to rigorous organisational policies and procedures.


	
	
	In this criterion the learner is required to explain organisational policies and procedures on budget-setting. (You may wish to use examples to illustrate your answer.)

	3. Be able to manage a budget 

	3.1 Use the budget to control performance and expenditure

	Budgetary control is the process of comparing planned values with actual values as they occur during the year in order to monitor and control the performance and expenditure of the organisation and to allow corrective action to be taken if thought necessary.


	
	
	In this criterion the learner is required to provide evidence that he or she has used a budget to control performance and expenditure.

	
	3.2 Identify the cause of variations from budget
	Comparing actual performance with budgeted performance on a continuous basis will highlight any variance between the two, and variance analysis identifies the reasons for any variance and its causes.

Minor variations from budget are perhaps to be expected, and it may be decided that they are not worth investigating if the variation does not impact significantly upon performance, or the costs of investigation are disproportionately high. 

	
	
	In this criterion the learner is required to provide evidence that he or she has identified the cause of variations from budget.

	
	3.3 Explain the actions to be taken to address variations from budget


	Adverse variations will have a detrimental effect upon performance, and corrective action will need to be taken if the variance is significant.

Conversely, favourable variances should also be reported as they represent an opportunity to highlight improved performance.

The actions to be taken to address variations will depend upon the reasons for the variance, the significance of the variance, and a variance report should include recommendations for corrective action, where necessary. 


	
	
	In this criterion the learner is required to explain the actions to be taken to address variations from budget.

	
	3.4 Propose realistic revisions to budget, supporting recommendations with evidence


	Although budgets created annually, they are evaluated regularly to enable adjustments to be made, if required.

For example, there may be a case for revising a budget if certain categories within a budget are underspent whilst others are overspent, and a budget revision process enables businesses to reduce excessive spending and re-allocate resources to where they are now needed.


	
	
	In this criterion the learner is required to provide evidence that he or she has proposed realistic revisions to budget, supporting recommendations with evidence

	
	3.5 Provide budget-related reports and information within agreed timescales






	In this criterion the learner is required to provide evidence that he or she has provided budget-related reports and information within agreed timescales

	
	3.6 Explain the actions to be taken in the event of suspected instances of fraud or malpractice

	Employees have a responsibility to play in the prevention of fraud and malpractice both through the way they carry out their work and in their general conduct.

These responsibilities will be stated in an organisation’s policies and procedures relating to fraud or malpractice, and these policies and procedures are likely to state, for example, that any employee suspecting fraud or malpractice have a duty to report their concerns immediately to their line manager or other named individual without making contact with the suspected perpetrator and without discussing any suspicions with anyone outside the organisation.
 

	
	
	In this criterion the learner is required to explain the actions to be taken in the event of suspected instances of fraud or malpractice.

	4. Be able to evaluate the use of a budget

	4.1 Identify successes and areas for improvement in budget management


	It is standard practice at the end of the accounting period to conduct a budget audit and evaluation.

The audit may be internal or external, and its purpose is to identify areas of budget management that worked well and other areas that require improvement or change.
 

	
	
	In this criterion the learner is required to provide evidence that he or she has identified successes and areas for improvement in budget management.

	
	4.2 Make recommendations to improve future budget setting and management

	A budget audit and evaluation will produce a Report and make recommendations to increase the accuracy and validity of future budget setting and management.


	
	
	In this criterion the learner is required to provide evidence that he or she has made recommendations to improve future budget setting and management.
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