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Budgeting and budgetary control
Learning aim B (Topic B.2)
Budgeting is a key planning tool. It helps businesses to keep their spending within set limits.
Your tasks

1 Ayesha’s parents own a jewellery shop which she hopes to run one day. Her father, Rizwan, is teaching her about budgeting and its importance for the business.
a Rizwan tells Ayesha that she should start by setting budgets for expenditure and revenue. He gives her four sets of information (shown in the table below). For each item, put a cross (X) in the correct column to show which budget it relates to.
	Item of information
	Expenditure budget
	Revenue budget

	Income from sales last year 
	
	

	Actual spending for last year
	
	

	Forecast sales for this year
	
	

	Last year’s budget showing target and actual spending
	
	


b Last year, the sales revenue was forecast to be £95,000 but was actually £105,000. The forecast expenditure was £65,000 and the actual expenditure was £70,000.
i Calculate Rizwan’s profit last year.


______________________________________________________________________
ii Neither forecast was accurate. Which one will Rizwan be unhappy about and why?


______________________________________________________________________

______________________________________________________________________
2 Rizwan wants to introduce strict budgetary control. Define the term ‘budgetary control’.

_____________________________________________________________________________

_____________________________________________________________________________
3 List four actions Ayesha should take each month to ensure that budgetary control is effective.

_____________________________________________________________________________

_____________________________________________________________________________

_____________________________________________________________________________

_____________________________________________________________________________

4 Explain two risks to a business which does not practise budgeting and budgetary control.

_____________________________________________________________________________

_____________________________________________________________________________

_____________________________________________________________________________

_____________________________________________________________________________
Activity sheet 6
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