BUDGETING IN THE PRESENT NIGERIA ECONOMIC SYSTEM IN CROSS RIVER STATE UNIVERSITY OF TECHNOLOGY

ABSTRACT

This study was carried out to assess budgeting in the present Nigeria economic system in Cross River State University of Technology. Specifically, the study determined the role played by budgeting towards the controls of government fiscal policies, established the relationship between budgetary control and performance in Cross River State University of Technology and, ascertained the extent to which budgeting processes has aided planning for long term survival of Cross River State University of Technology. The study employed the survey descriptive research design. A total of 30 responses were validated from the survey. The study adopted the theory of Budgeting and the Punctuated Equilibrium Theory of Budgeting. From the responses obtained and analysed, the findings revealed the extent budgeting processes aids planning for long term survival of Cross River State University of Technology is very high. Furthermore, the findings revealed that the roles played by budgeting towards the controls of government fiscal policies include influencing the economy, shows how government will prioritise and achieve its annual and multi-annual objectives, helps in financing new and existing programs and is the primary instrument for implementing fiscal policy. The study recommends Cross River State University of Technology should be budget and budgetary control conscious knowing fully well that a budget is a plan and a mirror that guides the organization towards achieving their goals in the labour market.

.

CHAPTER ONE

INTRODUCTION

BACKGROUND OF THE STUDY

Budget and Budgeting are concepts traceable to the Bible days, precisely the days of Joseph in Egypt. It was reported that nothing was given out of the treasure without a written order. History has it that Joseph budgeted and stored grains which lasted the Egyptians throughout the seven years of famine.

Budgets were first introduced in the 1920s as a tool to manage costs and cash flows in large industrial organizations.

Jean, (2010), states that it was during the 1960s that companies began to use budgets to dictate what people needed to do. In the 1970s performance improvement was based on meeting financial targets rather than effectiveness companies then faced problems in the 1980s and 1990s when they were not willing to spend money on innovations in order to stay with the rigid budgets, they were no longer concerned about how customers were being treated, only meeting sales targets became essential.

It is a requirement as per Serena Group of Hotels Finance policy that each unit has got to prepare budgets from where financial statements prepared on a monthly basis can be compared with. However effective budgetary control has been a problem. What is forecasted monthly is not actually met. In business organizations, budgeting are formally associated with the advent of industrial capitalization for the revolution of the eighteenth century, which presented a challenge for industrial management (Jean, 2010).

However, budgeting at the early state of its development was concerned with preparing and to permit correct performance evaluation and consequently rewards.

Information that management accounting control system helps managers, by monitoring company‟s changing environmental circumstances, to compare opportunities and threats in the market so that they can obtain added value against competitors because it is important in facilitating the preparation of budgets, since budgeting and accounting are closely related (Bruner, 2002).

Budgets are known to have an important role to transmit the expectation of top management to lower levels. According to Brigham, (1979) budgets are used to communicate top management‟s expectations to managers and employees.

According to Lucey. (1993), it is a quantitative expression of plan of action prepared in advance of the period to which it relates, expressed in money terms approved prior to the period.

Lucey (2002) further urges that performance is influenced by many factors which includes planning and coordination, clarification of authority and responsibility, effective communication both internal and external, control of resources available, both human and non human and motivation of both the lower and middle management.

If the actual numbers delivered through the financial year turn to be close to the budget, this actually demonstrates that the organization‟s management understand its business and has been successfully driving it in the direction they had planned. On the other hand, if the actual results diverge wide from the budget, this sends out an „out of control‟ signal. For this reason, budget based control means manager‟s evaluation according to budgetary goals (Lucey 2002).

In this context, budgeting benefits and its possible negative effects on attitudes and behaviors of managers on performance are still among the subjects of strategic management control systems that are being researched presently nearly all large businesses reforecast their forecast their activities, as months pass, the actual income achieved and expenses incurred can be compared to the budget and forecast.

STATEMENT OF THE PROBLEM

Based on the purpose of the study, the problems under study can be seen in this context. Due to the dependence of Nigeria on revenue, a crisis in the world market will result to the following: A reduction of oil revenue which will cripple the economy and shatter National Development. Abandoning of capital projects or programs due to insufficient fund in the economy. In-efficient allocation of limited resources to provide the right caliber of manpower and necessary infrastructure as basis for our national growth. The inability of the management to prepare a concise budget that will enable Cross River State University of Technology to achieve its set goal and objective (Nwude, 2001).
OBJECTIVES OF THE STUDY

The broad objective of this study is to assess budgeting in the present Nigeria economic system in Cross River State University of Technology. Other objectives of the study are;

To determine the role played by budgeting towards the controls of government fiscal policies.

To establish the relationship between budgetary control and performance in Cross River State University of Technology.

To ascertain  the extent to which budgeting processes has aided planning for long term survival of Cross River State University of Technology.

RESEARCH QUESTIONS

What are the roles played by budgeting towards the controls of government fiscal policies?

Is there a relationship between budgetary control and performance in Cross River State University of Technology?

To what extent does budgeting processes aided planning for long term survival of Cross River State University of Technology?

SIGNIFICANCE OF THE STUDY

The significance of this research work cannot be over emphasized because it is inequitable in every organization. It will be appreciated by administrators of public utilities as its sets standard of performance which act as day to day guide time for the successful realization of the budget plan and the attainment of government objectives. It serves as a document of reference; the study is also relevant to all public and private sectors as financial resource these days are scare and limited, this budgeting control is inequitable because the limited funds available has to be judiciously utilized allocated and this can only be made possible through budgeting control.

SCOPE OF THE STUDY

For simplicity and easy analysis of data, the scope of this study is restricted to the budget office of Cross River State University of Technology. It would have been an interesting academic exercise to cover other branches of the budget office within the country, but for easy analysis and data presentation, the researcher decided to restrict her study to Cross River State University of Technology.

LIMITATIONS OF THE STUDY

The following are the basic limitations of the study:

Secrecy: some of the workers contacted were not only just unco-operative but were also non-approachable. Some of the vital information needed to give this project a better look was not easy to come across.

Financial Constraint: another factor that limits the wider coverage of this study is financial constraint as situation of things were not very pleasant at the time of this project work.

High Cost of Transportation: as at the time of this research work, there was an increase in the cost of transportation, so the researcher finds it difficult transporting from one place to another in search of research materials.

DEFINITION OF TERMS

Budget: budget is a plan for financing an enterprise or government during a definite period, which is prepared and submitted by a responsible executive to a representative body (or other dully constituent agent) whose approval and authorization are necessary before the plan may be executed. 

Budgetary Control: It has been severally defined. J. Batty says “budgetary control in its complete form involves a predetermined plan in financial terms, to cover all phase of business activities and the operation of that plan in such a way that anticipated profit is, as near as possible, achieved.

CHAPTER TWO

REVIEW OF LITERATURE

INTRODUCTION

Our focus in this chapter is to critically examine relevant literature that would assist in explaining the research problem and furthermore recognize the efforts of scholars who had previously contributed immensely to similar research. The chapter intends to deepen the understanding of the study and close the perceived gaps.

Precisely, the chapter will be considered in three sub-headings:

Conceptual Framework

Theoretical Framework and

Empirical Review of Related Literature
2.1 CONCEPTUAL FRAMEWORK

Concept of  Budget

It is well recognized that an organization should be managed effectively and efficiently. In fact, managing implies coordination and control of the total enterprise efforts to achieve the organizational objectives. It is the process of managing organizations’ facilities when management charts its course in advance. The functions of management also include decision making facilities by applying various managerial techniques, procedures and by utilizing the individual and group effort in a coordinated and ration way. Organizations have limited resources and these limited resources impose limit on the number and range of goals that the organization can hope to attain (Lucey 2002). One systematic approach for attaining effective management performance is profit planning or budgeting. Profit planning or budgeting is an integral part of management. The controller would be particularly interested in profit planning since it helps to regulate flows of fund which is this primary concern. Efforts to achieve the organizational objectives.

According to Pandy (2006), states that common organizational goals includes maximizing profits and achieving satisfactory level of performance and performing a social service by providing goods and services desired by others. It is with a view of achieving their organizational goals that great emphasis is placed on budgeting. The budgeting process may be quite formal in a large organization with committees set up to perform that task.  On the other hand, in a small firm the owner jot down his budget on a piece of scrape paper or even on the back of a used envelope, some even manage without writing anything down at all they have done the budget in their heads and can easily remember them. 

When a plan is expressed quantitatively it is known as budget and the process of converting plans into budget is known as budget. Budgeting therefore is essentially a process of planning and control. He argues that a well prepared budget provides management with a planning programme based on investigation study and research on the part of the entire organization. The origin of budgeting can be traced to Egypt the candle of civilization was Joseph according to bible made a forecast of corn supplies and planned Pharaoh’s investment and consumption policy (Pandy, 1998).

The word “budget” was derived from the old French word bougette which means purse. It is quantified financial plan for a forthcoming accounting period. The chancellor is concerned with planning, co-coordinating and controlling income and expenditure for the government.

Ezeamama (2010) opines that growing complexity of the business environment and the ever increasing competition among firms in the modern time make planning an invaluable tool for business success. Successful management is no longer just a matter of flair skills and determination, a conscious effort is needed to harness available resources towards the achievement of enterprise objectives. He says that budgeting is one of the tools adopted by management for effective cost planning and control.

Nweze, (2004) defines budget as a plan expressed in quantitative and usually monetary terms at every specific period of time.  Normally the period covered is one year and this makes it a short term plan. Practically all large organization both in the private and public sectors prepare annual budgets. He is of the view that budget is a short term financial plans which guides manager in achieving the objectives of a firm. Akpala, (1990) argues that budget is a quantitative expression of a plan of action prepared in advance of the period to which it relates.

 Budgeting may be prepared for the business as a whole, for department, for functions such as sales production or for financial and resources items such as cash capital expenditure manpower purchase etc. The process of preparing and agreeing budgeting is a means of translating the overall objectives of the organization into detailed feasible plans of actions. This is usually prepared for a stated period of time usually one year. A budget may be prepared simply using paper and pencil or on computer using spread sheet program like excel or with a financial application like quicken or quick books. A budget as defined by institute of cost and management Accountants “ICMA” is a financial statement prepared and approved prior to a defined period of time of the policy to be pursued during that period for the purpose of attaining a giving objective.

Adams (2003) is of the view that budget is a future plan of action for the whole organization or section thereof. Budget can also be defined as a financial statement of the sources (revenues) and uses (expenditure) of fund of the government. It is prepared by the minister of finance and the presented to the parliament for discussion and approval. It is unlawful to spend government fund without the approval of the parliament. The budget is an important economic development which reveals the state of the economy and the expected future trends. He states that the primary objectives of budget is used to measure the profitably of an organization. However, in the case of government which is non-profit-making, budget could be used (Adams 2003).

i. As a guide for the present and the future.  

ii. To plan, control and estimate the amount to be received and spent during a given period.  

iii. To distribute scarce limited resources.  

iv. As a means of evaluating performance of management and the entire work force.  

v. To inform managers of the results and operations of their responsibly in their domains.  

vi. As a standard of measurement for the purpose of controlling ongoing economic activities. For instance, government obtains its revenue from taxes and other sources which are used for current operations. Government budget usually shows authorized appropriations and estimated revenue. Some of the school taught, Perceive the term “budget” as a restraining or impediment factor. Hence some workers develop negative attitude to budgeting.  

Budget is also defined by the institute of cost and management accountant as a plan quantified in monetary terms prepared and approved prior to a defined period of time usually showing planned income to be generated and or expenditure to be incurred during that period and the capital to be employed to attain a given objective. 

Ugwuanyi, (2008) defined budget as a quantitative expression of a plan of action prepared in advance for the entire organization or for various departments or for various functions involved in that organization.

Budget is a means of translating the overall objectives of the business into detailed feasible plan of actions. He went further defining budget as a short term financial plan which guides managers in achieving the objectives of a firm. A budget is a financial documents used to project the future income and express. It is an estimate of the expected income and expenditure of a country, firm, company, or organization.  

Drury (2004) agrees that budget as the design of a desired future and of effective ways of bringing it about. It is a systematic and formalized process for purposely directing and controlling future operations towards desired objective for periods extending beyond one year.

 Budget on the other hand must accept the environment of today, and the physical, human and financial resources at present available to the firm. These are to considerable extent determined by the quantity of the firms’ long range planning efforts.  

Osisioma (1997) defines budget as a formal expression of managerial plan in quantitative and financial terms, encompassing different phases of business and aimed at helping management towards the attainment of organization objectives, in their own contribution. Godwin (2001) sees budget as a systematic and formalized approach for accomplishing the planning, coordinating and control of responsibilities of management. It is a process of preparing in advance of the period to which it relates a summary of statement of plans expressed in quantitative terms, which if utilized with sophistication and good judgment would enhance the attainment of an organization’s objectives. He went further to define a budget as a; 

Comprehensive and co-coordinating plan, expressed in financial terms for the operations and resources of an enterprise for some specific period in the future. The basic features of a budget as highlighted are as follows  

i. It is as comprehensive and coordinated plan  

ii. It is expressed in financial terms.  

iii. It is a plan for the firm’s operations and resources  

iv. It is a future plan for a specific period  

Adeniyi (2009) agrees that budget is a plan quantified in monetary terms prepared and approved prior to a define period of time usually showing planned income to be generated and or expenditure to be incurred during that period and the capital to be employed to attain a given objective. A budget is a future plan of action formulated by management for the whole organization or a section thereof, which is an expressed monetary term. A budget is therefore a detailed commitment to a plan of action and in this respect differs from a “forecast which is merely an assessment of future events which are likely to occur if no positive planning action is taken. From the above definition of budget one can deduce that the purpose of business planning is to minimize uncertainty about the future and as a planning is therefore required at all level of an organization sectional and or departmental plan must happen at the same time in order to achieve the objectives of the organization. It is imperative to state that no matter how super a budget is; it is bound to fail if it is not back up with effective control measures. What then is control? 

Adeniyi (2009) sees control as part of overall system of responsibility accounting within an organization. It is a system of accounting in which cost and revenues are analysed in accordance with areas of personal responsibilities so that the performance of the budget holders can be monitored in financial terms. Budgetary control consists of: 

(a) Establishing budget for each area of functional responsibility. 

Identifying the performance required in order for the objectives of the business as a whole to be achieved.            

(b) The regular comparison of actual with budgeted results. 

(c) Action resulting from the comparison, either to secure adherence to the defined objectives or to agree some modification of the original plan. 

Osisioma (1997) agree that control is the regulation of activities within an organization so that performance is in accord with the expectation established in policies, plan and target. He emphasized that accounting provides an organization with a formalized system of information processing that involves controls in three areas namely: 

a. The budgeting process sets the basis for judging whether actual performance has conformed to plan.  

b. The information processing function formally collects data in actual performance and  

c. Accountant who compare actual result with preconceived targets and report deviation on the appropriate managers frequently initiate the control. It therefore follows that no Matter the worth of a project engagement or financial investigate in any business organization there must be a strong control board to serve as a watch dog if the ultimate goal is to achieve. The inability of many organizations to achieve their corporate objectives has been attributed to failures in planning, the objectivity attainment due to lapses in control. This trends to lend credence to the view of modern scientists that of all management functions control is the sequel non-profitability.

Budget and Budgeting Budget is a planning tool used by management to allocate limited resources to different functions of the organization (Allen, 2007). The term budget or budgeting is a system of forecasting expected revenue and expenditure in quantifiable terms; time and personnel, space, building or equipment usually expressed in monetary value. Ugwuanyi, (2008) defined budgeting as a financial and/or quantitative statement prepared and approved prior to a defined period of time, of the policy to be pursued during that period for the purpose of attaining a given objective. It many include income expenditure and employment of capital. Allen, (2007) defined budget as a plan quantified in monetary terms, prepared and approved prior to a defined time, usually showing plan income to be generated and/or expenditure to be incurred during that period and the resources to be employed to attain given objectives. Koontz & O‟Donnel, (1972) see budgeting as the formation of plans for a given future period in numerical terms. A budget which results from budgeting is therefore a plan which deals with future allocation and utilization of resources for different organizational activities over a given period. All these definitions have attempted at providing that budgeting is an integral part of planning and that budget is made and compared with budget amount. Based on this analysis, management may witness over, under or target expenditure levels and take corrective measures if necessary, such measures may be to increase receipts, to reduce expenditure or to revise the budget. The underline process helps the executive to check continually and to locate problems early before they become so critical and large. However, budgeting can be viewed as a means of tabulating the projected inflows and outflows of any organization in order to map out problems to be achieved at the specified period of time. Budgeting is a component of long term planning, it takes account of the past and present but focuses attention on the future. Secondly, it can be inferred that budget is simply a tool which managers and administrators use to translate future plan into quantitative terms.

Drury (2006) defines budget as a plan expressed in quantitative, usually monetary term covering a specific period of time usually one year in other words a budget is a systematic plan for the utilization of manpower and materials resources. Lucey (1996) defines budget as a plan expressed in money terms. It is prepared and approved prior to the budget and may show income, expenditure and the capital to be employed. It may be drawn up showing incremental effects of former budgeted or actual figure, or be compiled by zero -based budgeting. Brigham, (1979), argue that budgets help to allocate resources, coordinate operations and provide a means for performance measurement. Horngren, Forster & Datan (2005) describe a budget as a quantitative expression for period of time designed for future plan of action by management. A budget can cover both financial and non-financial aspect of these plans and act as a blue – print for the institution to follow in the upcoming period. Thus a budget is also an itemized estimate of operating result of an organization for a future time period. According to Bruner, (2002), it is a organizations financial control system. Budgeting is about making plans for the future, implementing those plans and monitoring activities to see to it that they conform to plan. Akpala, (1990) explain that, budgeting is the way and means of preparing budgets and that a budgets is a plan of action which has been prepared and approved prior to the period when it will be used, detailing monetary, quantitative or other descriptive terms, the event to be accomplished in the budget period. A budget is different from a mere forecast, in that it is a formal management of events which are desired by management to take place in an organization within a defined period of time. In this regard the work of Adams et al (2003) can also be pointed out. These authors emphasized that to be effective, budget must be aligned with the organizations strategies, appropriate for the organization performance management processes and must be involve processes that are valued based, consequential and continuous. Control, checks whether the plans are realize and put into effective corrective measures, where deviation or short-fall is occurring.

Stages in the Preparation of a Budget 

Chartered Institute of Public Finance and Accountancy (1989) shares the opinion on the process of preparing a budget. A number of stages can be identified in the preparation of a budget. 

Stage one: Involve identification of the key aims for the coming year and any major external changes likely to affect the organization and communicating these to the budgeters so that they know what overriding factors to keep in mind when preparing their budgets. These will be largely gauged from the long-term corporate plan. 

Stage two: Determine the key factors or limiting factors. Every organization has some factors which eventually limits its performance and growth. In most cases, it is sales demand/service provision. An error in the key factor budget would throw out all the subsidiary budgets. When using the factor in context of budgeting, it is sometimes called principal budget factor (Dam, 2005). 

Stage three: Assume sales in the limiting factor, preparation of the sales budget. Unfortunately, this is the most difficult budget to prepare, because of many external influences which governs. 

Stage four is the initiation preparation of the subsidiary budget. This include the preparation of the production budget, direct labour budget, production overhead budget, selling and distribution budget, administration budget, capital expenditure budget and the cash budget. 

Stage five involves review and co-ordination of the subsidiary budget by the budget officer or budget committee. This function is to check whether there are inconsistencies or conflict between the many subsidiary budgets. 

Stage six; The individual subsidiary budget is consolidated in a single master budget presented in a form of a budgeted income statement and balance sheet. 

Stage seven. At this stage, the work is presented to the board of directions for approval. Izhar stated that although the budget is „‟finalized‟‟ on director approval, in one sense the process of budgeting never ends. Furthermore, he added that, a budget is prepared under certain basis assumption about the future. Any change in this should lead to the budget being revised.
Approaches to Budgeting 

Zero- Base Budgeting (ZBB): Lucey (1997) argued that, zero-base budgeting is a cost benefit approach whereby it is assumed that the cost allowance for an item is zero and will remain until the manager responsible justifies the existence of the cost item and the benefit the expenditure brings.

Dam, (2005) also argued that ZBB are prepared without reference to the budget of the preceding period. A fresh look is made at the activities of the organization and based on the new circumstances and entirely new budget is prepared.

Incremental Budgeting: According to Dam, (2005), incremental budgets are like ordinary budgets, except that in the case of incremental budget, in the next budget period a fresh budget is not prepared only a percentage increase or decrease is made to either the previous budgetary estimates or the actual results. Thus with the previous budget as the base, adjust for inflation and other changes in the economy, market conditions and the desire of management to attain some objectives are incorporated as adjustments. 

Flexible Budgeting: Flexible budget is a technique, according to Dam, (2005) that used to adjust the budget for various level of business activity. In developing the flexible budget, expected or budget costs relationships are quantified so that the budget can be easily adjusted to any level of business activity. In essence, the flexible budget says, „‟you tell me your level of business activity for the period and I will tell you what your cost should have been.‟‟ Mathis, (1989) agreed that a flexible budget indicated revenues cost and profits for virtually all feasible levels of activities.

Budgeting 

Budgeting is defined as the quantitative analysis made prior to a defined period of time of a policy to be pursued for the period, to attain a given objective (Hanson, 1987).  Similarly, Mullins, (1982) defines budget as, financial plans that provide the basis for directing and evaluating the performances of individuals and segments of the organizations.  According to Ile, (1999), a budget is a plan quantified in monetary terms, prepared and approved prior to a defined period of time, usually showing a planned income to be generated, and or expenditure to be incurred during that period, and the capital to be employed to attain a given objective.  A budget could be deduced to mean, a quantitative statement of plan of action for a defined period of time, which may include planned revenues, expenses, assets, liabilities, and cash flows which provides a focus for an organization; hence aids co-ordination of activities, allocation of resources, and direction of activities for control purposes. 

It may be pertinent at this juncture to note that different classes of budget exist though may be subsumed into what is referred to as the master budget.  The master budget is the total budget package for an organization (Nweze, 2004).  It combines all the individual budgets for each part of the organization and aggregates it into one overall budget for the entire organization. It may be subdivided into two major types of budget, namely; i) the operating budget and, ii) the financial budget.  The operating budget consists of two parts, the programme budget and the responsibility budget.  

The programme budget sets plan for estimated revenues and costs of the major programmes that a company plans to undertake during the year (Hartmann and Vassen 2003).  It helps to determine, whether so much could be spent on a particular item; whether adequate funds are available; whether the future benefits are commensurate to the fund being committed; and so forth.  The responses to these opinions enable management take formidable decision that will stand the taste of time. 

The responsibility budget on the other hand, sets forth plans for persons responsible for carrying out a specific task, work or activity.  It is an excellent control device since it is a statement of the performance that is expected of each responsibility centre manager, against which his actual performance can later be compared (Nweze, 2004).  Nweze further contended that, if the total cost in a responsibility centre is expected to vary with changes in volume as is the case with most production responsibility centres, the responsibility budget may be in the form of a variable or flexible budget, and as such will show the planned behaviour of costs at various value levels.   

The financial budget focuses more on plans for sources and application of fund of the company.  The major classes of financial budget include, the proforma statement, the cash budget, the sales budget, the purchases budget, the production budget and the capital expenditure budget. The proforma budget statement may be further classified into, the budget income statement and the balance sheet budget.  The budget income statement is an estimated income statement, which indicates the company‟s planned profit and loss activities; while the balance sheet budget statement is an estimated balance sheet, which gives the company an indication as to what its balance sheet will look like in the future.  It enables the company to make a judgment in advance whether or not, its financial position will be suitable to meet its need; particularly in the eyes of creditors (Nweze, 2004).  The proforma statement budget are generally less useful than other types of budgets because they do not have periodic comparisons for variance analysis (Nweze, 2004; and Nolon, 2005). 

Cash budget according to Nolon (2005) is an operating budget detailing the planned cash receipts and payments.  It represents the cash requirements of the business during the budget period, hence makes certain that the business has sufficient cash to meet its needs as and when they arise.  Cash budget may be seen to replicate receipt and payment account except that, while cash budget is futuristic, receipt and payment account is historical.  Cash budget are routinely prepared, while receipt and payment accounts are conventionally prepared annually (Dam, 2005). 

Sadler (2003) opined, the corner stone of successful marketing plan in a firm is the measurement and forecasting of market demand.  The key figure needed by every company for successful operation is the sales forecast.  Pike and Zanibbi (1996) expressed the view that, effectiveness of budgetary control depends on the accuracy of sales estimate.  As such, sales budget is usually the starting point for budgeting purposes, and is defined as an estimate of the revenue to be generated by the company from its operations, as well as the focus of the much that is done within the company.  It is the sales value computed for individual products in units, in naria and in total for the whole organization. 

The purchase of direct materials is dependent on the levels of the beginning inventory and the ending inventory.  Hence, the units of materials to be purchased are determined thus; budget usage plus desired ending inventory, less beginning inventory.  The result will equal purchases in units for the year, and the responsibility area of the purchasing manager.  It is the determination of the physical units of material inventory, as well as the monetary value from the raw material usage budget and from the stockholding policy that is referred to as purchases budget (Dam, 2005). 

The production budget on the other hand according to Osisioma (1997), is a statement of output expressed in tones, units or standard hours.  He stated further that production budget determines what is to be produced, when it is to be produced, and how many are to be produced.  It is generally prepared after the sales budget and the total units to be produced, which is dependant on the planned sales and the expected changes in inventory levels. 

Typology of Budgets for Planning and Control

There are avenues for achieving an end and these avenues relates to the forms, processes and method involved, and consequently the planning and control activities of business and organizations are achieved through various forms of budget through which the planning and control are affected. The commonly widely used types are fixed and flexible budgets. However, some organization use continuous budgeting. 

Lucy (2004) opines that fixed budget is a budget which is designed to remain unchanged irrespective of the volume of output or outcome or turnover attained i.e. it is a single budget with no analysis of cost, on the other hand a flexible budget is a budget which is designed to adjust the permitted cost levels to suit the level of activity actually attend. 

The process by which this is done is by analyzing costs into their fixed and variable elements so that the budget may be fixed according to the actual activity. Only by comparing what the cost should have been with the expenditure incurred at the actual activity level can any control be exercised. The major purpose of a fixed budget is at the planning stage when it serves to define the board objectives of the organization. It is unlikely to be of any real actual for control purpose except if the level of activity turned out to be exactly as planned.  A flexible budget is a budget which recognizes a different cost behavior patterns, is designed to change as the volume of activity changes. The procedure for developing a flexible budget are simple enough but the results obtained from “flexibility” budgets are only accurate if the costs are in the ways it has been predicted. A flexible budget on the other hand estimate cost at several levels of activity. It assumes that cost of labour materials or overhead as used in production varies in accordance with change in the volume of activity.  Generally, flexible budget is useful before specific budget period in assisting management on choice of level or levels for planning periods. It is imperative to state here that a company wins a steady race but secondary uncertain sales might conveniently operate a flexible budget of sales and a fixed budget for production (Osisioma 1997). The methodology of budgetary control is probably an accountant major contribution to the management. Before we get down to the mechanics of consuming budget we should first of all look at the main outcomes of drafting budgets when the budgets are drawn up the one main objectives must be upper most in the mind of top management that is the budget are for: 

Planning: This means a property co-ordinate and comprehensive plan for the whole business. Each part must inter lock with the other parts. 

b. Control: Just because a plan is set down it does not mean that the plan will carry itself out. Control is exercised in the budgets, thus the name budgetary control. To this, means that the responsibility of managers and budgets must be so linked that the responsible manager is given a guide to help them to produce certain desired results and the actual achieved results can be compared against the expected i.e. actual compared with budget.

Features of Budgets

Budgets are prepared by the management in every organization. Large and medium scale business has a comprehensive system of budgeting which small and some medium scale don’t have (Osisioma 1997). A comprehensive budgeting system consists of the preparation of master with a complete package of the components budgets, financial budgets and capital budgets. There features are: 

It is a comprehensive and coordinated plan of action. 

It is prepared prior on a defined period of come for performance control within the period.  

It is expressed in financial term or quantitative term or both.  

It is future plan for defined period.  

It states performance expectation over a defined period of time.  

It integrates the resources and cost of an organization.  

It is aimed at attaining organization objectives.  

Types of Budget

Operating Budgeting: Godwin (2001) is of the view that operating budget is a major part of master budget that focuses on the income statement and its supporting schedule. It opines that income statements are of two parts. A programme of activity budgets and a responsibility budget. These represent various ways of looking at the operation of an enterprise.

 Responsible budget has a specific plan in terms of individual’s responsibilities. The aim of this budget is to compare the actual and expected performance of an individual. It shows the expected future in an impersonal manner and is helpful in ensuring that, among various operations or functions of an enterprises. Under responsibly budget there are effectiveness of an organizational structure. The programme of activity budget is an estimate of the revenues and costs of major programmes an organization plans to execute. The budget is usually arranged for example by product lines, showing the anticipated revenue and costs associated with each product line.  

Financial Budgets: Central Bank of Nigeria (2001) explains that financial budgets consist of the budgeted capital, expenditure, the cash budget, the balance sheet and statement of changes in financial position. That is to say that financial budget is concerned with financial implications of the operating budgets that is the expected cash inflow and cash out flow. Financial position and other operating results. The most important elements of the financial budget are the cash budget. The objectivity attainment is due to lapses in control. This trends to lend credence to the view of modern scientists that of all management functions control is the sequel non-profitability. 

 The preparation of the cash budget and performance statement compels management took ahead and balance its politics activities and operations.  

Capital Budgets: Capital budget is the planning of capital expenditure which normally undertakes a long term basis and is prepared for several years in advance. Capital budget is in respect of such things like the replacement or increase in plant and machinery, building and acquisition of existing business etc. They involve the plans to acquire worthwhile project together with turning of the estimated costs and flows of each project. Such project requires large sum of money and have long term implications for the firm. Capital budget are very difficult to prepare because estimates of cash frowns over a long term and it have to be made so they involve a great deal of risks and uncertainty.  

Management will evaluate the various possibilities to compare the alternatives. This is very important part of budgeting.

Advantages of Budgeting

1.
The strategic planning carried by the board of directors or owners can be more easily linked to the decision by managers as to know the resources of the business will be used to try to achieve the objective of the business. The strategic planning has to be converted into Action and budgeting provides the ideal place where such planning can be change into financial terms.  

2.
Standard of performance can be agreed for the various parts of the business. If sales and production target are set as part of a coordinate plan, then the sales department cannot really previously to a production complain if its production exceeds the amount budgeted for and it remains unsold.   

3.
Managers can see how their works shots into the activities of the firm. It can help to get rid of the fleeting of I’m only a number not a persons’ because managers can identify their positions within the firm and can see their job really are essential to the proper functioning to the firm. 

4.
according to the Central Bank of Nigeria (2001), the budgets for a firm cannot be set in isolation. This means that the situation of the business, the nature of its products and its workforce etc, must be seen against the economic background of the country. For instance, it is not use budgeting for extra labour when labour is in extremely short supply, without realizing the implication that of paying higher than normal wage rates. Increasing the sales target during “credit squeeze” needs a full investigation of the effect of the shortage of money upon the demand for the firm’s goods and so on. 

5.
The expression of plan in comparable financial terms. Some managers think mainly in terms of, say, units of production, or often of inputs or output, or lorry mileage, etc. The effect that each of them has upon financial result must be brought home to them. For instance, a transport manager might be unconcerned about the number of mites that his haulage fleck of Lorries cockers until the cost of doing such a large mileage is brought home to him, often during budgeting, and it may be then and only then that be starts to search for possible economics. It is possible in many cases to use mathematics to find the best ways of loading vehicles, or to plans routes taken by vehicles so that fewer mites are covered and yet the same delivery services is maintained.


Objectives of Budgeting

State of Expectation: Budgeting states the firm’s expectation (goals) in clear and formal terms to avoid confusion and to facilitate attainment ability. The targets of expected performance are laid down to a budget. The targets are directional and motivational. It directs individual and group efforts and operations towards common goals. It establishes harmony between short-run and long run goals of the firms. 

2. Communication of Expectation: A mere statement of goals and means of attaining them does not mean that the goals will be achieved. The manager should know that what the goals are, they should understand and support them. Top management should communicate expectations to all concerned with management and the firm so that they are understood, supported and implemented. 

3. Planning; Planning reduced uncertainty and provides direction to the employees by determining the course of action in advance. It compels management to plan comprehensively and coherently. It provides an orderly way to proceed to attain goals and also provides a schedules for future actions and measurable results (Dam, 2005).  

4 Coordinating: Coordinating implies striking balance between labour, materials and other resources so that goals of the firm are attend at a minimum lost. The activities of the various departments must remain in harmony with one another. Each department manager should establish proper report between the activities of his department and that of other departments (Dam, 2005).

Where all these exists any disharmony in the relationship between the activities of department should be properly identified and corrected.  

Means of Control: A budget indicates the performance expected of employees. A budget may therefore serve as an index for measuring employee’s performance. The actual performance of the employee is compared with the budgeted performance provided feedback. The actual performance is adjudged favourable or unfavourable in the light of budget and changes. 

Preparation of Budget

Lucy (2002) argues that budget is based on plans taken into considering external inherences such as competitor’s activities, market share, technology economic and political changes.

The annual budgeting process in most business is therefore important and serves some purposes. As a management process, budgeting is seen as been closely related to operation of the organization. The preparation of budget requires the effort of all executives involved in the setting of goods and devising the polities activating from the lowest may construct his own budget and submit it is the next higher person for incorporation into a total or master budget. Alternatively, all the detailed individual budget and the master budget may be constructed of the accountant or another executive and passed downward for comment at all levels. Budget encompasses the following: 

Sales Budget: This is starting point of budget. Sales budget is significant in that it is an estimate of revenue to be generated by the company from its operation as well as the focus of much that is done within a company. It also serves as units per month and the stock levels would usually have to be more than 100 units, while if the stock were to be kept at 100-unit minimum the production figures each would equal the sales figure. 

2. Purchasing Budget: The purchase of direct material is dependence on the levels of the beginning inventory and the desire ending inventories. The unit of material to be purchased is determined thus: Budget usage plus desired ending inventory (material) less beginning inventory (material) purchases in units.

3. Direct Labour Budget: This budget is responsible for the   estimate of direct labour costs. This is because indirect costs are included in the manufacturing altered costs budget. The direct labour to be spend on production is a function of the unit to be produced and the labour hours required for production. 

4. Cash Budgegt: Osisioma (1996) opines that cash budget represent the cash receipts and payments and the estimates cash balanced for each inflows and out flows over the budget periods. The objective of the cash budget according to Osisioma is: 

a.
To provide management with estimate of the company’s short term and long term needs of capital. 

b.
Source and amount of capital that can be required.

c.
To coordinate the company’s financial planning with its operating plans. The cash receipts are made up to sales proceeds, receipts from debtors, sales of capital items, and loans proceeds form shares issued etc. Cash payment are made up to payments to creditor’s capital expenditure dividends, taxations and any other cash distribution on capital. It becomes the financial summary of the agreed period usually a year. The cash budget is used to plan the activities of a firm in such a way that it maintains sufficient cash balance to meet its needs and uses the idle cash in the most profitable manner.  

5. The Master Budget: Osisioma (1997) emphasis that budget is coordinating instrument and a summary of all the financial budget of an organization in corporation the sales production operating expenses and financial budgets. 

It represents a consolidation of all the supporting budgets and financial effect of the total plans for the business. The master budget is actually a combination of the budget income statement and balance sheet.

Determinants To Effective Budget Implementation

There are several determinants to effective budget implementation of budgets among organizations. These included adequate availability of financial resources, competent human resource, participation of both staff and other stakeholders in the budgeting process, proper planning, evaluation, monitoring and control of the budget process and staff motivation (Srinivasan, 2005). 

Adequate Availability of Financial Resources 
Adequate availability of financial resources is one of the determinants of effectiveness. To achieve an effective budget, the organization must ensure that it have adequate access to financial resources in order to finance its projects and to carry out its activities. The management team should plan and come up with a budget before implementing projects (Dunk, 2001). 

The organization must allocate adequate financial resources and other structures that facilitate effective implementation of projects and other organizational for example adequate allocation for funds to facilitate effective budget implementation. These resources should be both financial and physical resources (Hancock, 2009). 

Competence of Human Resource 
Competence of human resource is another determinant of effectiveness. To successfully execute its activities, the organization should ensure that it has competent human resource with knowledge and skills on efficient and effective means of budgetary control processes and procedures (Horngren, 2002). 

The organization should be well equipped with knowledgeable and skilled employees who are well conversant with budgetary control measures to effectively implement the budgetary control processes and allocation. Employees play an integral role in the process of planning, monitoring control and evaluation processes of budget implementation this highly contributes to monitoring budget expenditures and accountability in the use of the budget (Silva and Jayamaha, 2012). 
Participation of both Staff and other Stakeholders 
All individuals responsible for achieving results should be consulted in the formulation of budgets. No system of budgetary control can succeed without the mutual understanding of superiors and subordinates. The organisation should communicate the outcome of budget decisions to all the relevant staff. Budgets have an important part to play in the communication of objectives, targets and responsibilities throughout the organization. Carried out properly, this can have considerable benefits in promoting co-operation at all levels . 

Participation assures full co-operation and commitment for making budgets successful. Participation also makes budgets realistic and workable (Simiyu, 2002). 

To ensure that the process of implementing the budget is successful, the management and the employees should work together to ensure that the interests of all stakeholders are fully represented when making key decisions involving budgetary allocations in key projects. 

Proper Planning 
In order to carry out budgetary control, it is necessary to formulate a fully coordinated detailed plan in both financial and quantitative terms for a forthcoming period. The duration of the period is usually one year. The plan needs to be in line with the long term development strategy of the organization, although in the shorter term of a budget year, conditions may prevail which could dilute this aim. For example, a depressed economy could lead to a temporary departure from the long term plans. Therefore, before formulating the budgets, the policy to be pursued during the forthcoming trading period needs to be established (Dunk, et al, 2001). 

Once budgets are operating throughout an organization, it is important that feedback is made available to the managers responsible for its operation. This is often done by means of monthly budget reports. These reports contain comparisons between the budget and the actual position and throw up differences which are known technically as variances. The budget plans must be properly coordinated in order to eliminate bottlenecks. Individual budgets should be coordinated with one another to ensure that the implementation process is conducted effectively in order to save time and costs (Horngren, Forster & Dater, 1997). 

To facilitate proper planning, the management team should define the patterns of expenditure and revenue over the life of the project or the activity that the organization is undertaking. A predetermined budget of possible costs that was incurred carrying out the activities planned in a project should be made. Realistic planning of finances is key to the implementation of a project or programme.

Evaluation 
Evaluation is a key determinant for effectiveness, through an evaluation plan, the firm can clarify what direction the evaluation should take based on priorities, resources, time, and skills needed to accomplish the evaluation. To enhance effectiveness and transparency the management team should be actively involved in the process of monitoring and evaluation of budgetary control processes and procedures (Hancock, 2009). 

The process of developing an evaluation plan in cooperation with an evaluation workgroup of stakeholders will foster collaboration and a sense of shared purpose this highly contributes towards achieving an effective budgetary control (Simiyu, 2002). 

Monitoring and Control of Budget Process 
Monitoring and control of budget process is a determinant of effectiveness, once the budgets have been implemented they need to be monitored and controlled to ensure effectiveness in aligning budgets over a defined period of time (Horngren et al., 1997).  

A professional and transparent approach to budget planning will help convince investors, development banks and national or international donors to make financial resources available if the organisation implements proper monitoring and control of budget process. This is achieved through ensuring that the estimated budget does not deviate from the actual outcome in order to take appropriate actions where necessary (Otley 2000). 

Staff Motivation 
By setting challenging but realistic targets well designed budgets can play a significant part in motivating managers. The targets must be clear and achievable, and the manager should participate in setting his or her own budget (Hansen et al., 2003). The budget gives senior management a means of judging the performance of their teams. It must be remembered; however, that adherence to the budget alone cannot measure all aspects of a manager’s performance. 

For an effective budget implementation, the budget plan should be more clear and accurate, the financial resources should be readily available and enough, both the staff and interested stakeholders should be involved in the budget process, the staff actively involved in the budget should be motivated to facilitate successful implementation of the budget process (Hansen et al., 2003).
Budgetary Control

Budgetary control is the process of developing a spending plan and periodically comparing actual expenditures against that plan to determine if it or the spending patterns need adjustment to stay on track. This process is necessary to control spending and meet various financial goals. Organizations rely heavily on budgetary control to manage their spending activities, and this technique is also used by the public and the private sector as well as private individuals, such as heads of household who want to make sure they live within their means (Dunk, 2009). 

Budgetary control is a system of management control in which the actual income and spending are compared with planned income and spending, so that the firm can make decisions if plans are being followed and if those plans need to be changed in order to make a profit. Budgetary control is the one of best technique of controlling, management and finance in which every department's budget is made with estimated data. Then, the management conducts a comparative study of the estimated data with original data and fix the responsibility of employee if variance will not be favorable.  Organizations can use budgetary control in forecasting techniques in order to make plan and budget for the future (Epstein & McFarlan, 2011). 

The management of the organizations implements budgetary control to prevent losses resulting from theft, fraud and technological malfunction. These instructions also help management to ensure that expenses remain within budgetary limits. The importance of budgetary control is that it can be implemented by three departments in an organization to enhance effectiveness. These departments are accounting department, statistical department and management department. Accounting department provides old data. Statistical department provides the tools and techniques of forecasting like probability, time series other sampling methods. Management department uses both department services to estimate the expenditures and revenue of business under the normal conditions of business (Suberu, 2010).

The institute of cost management accountant defined budgetary control as the establishment of budget relating to the responsibilities of executive to the requirement of a policy and the continuous campaigned of accrual budgeted results either to by individual’s actions the objectives of the policy is to provide a basis for provision.    The two basic functions, of budgeting deals with comparison of actual results with the budgeted data, evaluation for difference and the taking of corrective action to adjust for difference when necessary. The comparison of budget and actual data could occur only after actual accounting data have been accumulated.  For instance, January production and cost data are necessary to compare. With January production budget to measure the difference between plans and accomplishment. 

Budgetary control is a process of management which shows an appraised of presented situation and the immediate past, an assessment of the influence of outsider factor, example political or economics and the necessary for moving into new fields. For instance, products are brought together in determining policy. This control process is known as the control help. 

Oyedele, (2007) sees budgeting control system which uses budget as a planning in controlling all aspect of producing and or selling commodities or services. Preplanning is a cardinal facture of budgeting control and that each budget has the action of the people their performance and the cost they incur.  

Budgeting control from the perspective of management or exception stated that budgeting control is a tool which enables management to consider only items that do not go according to plan and to concentrate on exceptions.  However, Godwin (2011) sees budgeting control as a system which uses budgets as a means of planning and controlling all aspect of producing and/or selling commodities or services. Preplanning is a cordial facture of budgeting control. The plan is represented in the master budget. Each segment of the master budget is covered by a functional budget.  

However, he presented what is considered as landmark in budgeting analysis as it relates to Nigeria. He stressed on the relationship between accounting and budgeting he was of the view that accounting system and budget are built around the organization structure and both are information system concerned with the same operation and financial situation. The budgeting process helps to organize and formulate the planning required for these operations express objectives and then, becomes a means to measure the extent to which the plans have been achieved. Budgetary control is planned to assist management in the following ways:

a.
In the allocation of responsibility and authority.  

b.
To aid in making estimate and plans for the future.  

c.
To assist in the analysis of variations between estimated and actual results.  

d.
To develop basic of measurement or standards with which to activate the efficiency of operations. He is of the view that management use of budget for control involves comparison of actual and budget figures for each division by the budget committee followed by regular conference with supervisors and departmental heads in order to analyze variance and to inaugurate steps to correct unsatisfactory operation or to revise the budget.  

Emeka (2008) emphasized on the importance of budgets, and noted that the assessment of budget is only one of phrase of comprehensive system of budgetary control. He was of the view that no matter how carefully budgets are comprised; they will be largely ineffective run less an efficient routine is in operation for comparing result with the budget and explaining the cause variations.

Budgetary control can be operated without standard costing all the budgeting control is facilitated where standard cost is in operation. However, it would be difficult to operate a system if standard costing of budgets is not in use. Budgetary cannot relate to expenditure to persons who incurs it so that actual expenses can be compared with budgeted expenses. This affording a convenient method of control.

 The use of budgetary control provides a co-ordination factor in business. Its importance as a cool of management can be deduced from the foregoing discussion. It could be seen that it is as significant in planning as it is in control with budget oppression. Here actual performance is compared with budget outcome and favourable or unfavourable variance determined. The cause of this variance is sought out and checked thus enabling management to plan it future operations.   

Emeka (2008) explains budget control for a cool for planning while budgetary control services as the yard stick for the measuring actual performance with that budgeted through the analysis of variance. For budgetary process to be effective the participation of top management is not only required but the true participation, co-operation and understanding of the middle and tower management is also comparative. As we all know that budgeting is a plan for the future income and expenditure that you can use as a guideline for spending and saving. When starting a budget, one must assess their future goals.

A good example of a country who carry out this with almost consideration is the United Kingdom where budget is prepared by the treasury team led by the chancellor of the Exchequer and is presented to parliament by the chancellor of Exchequer on budget day. It is customary for the chancellor to stand on the steps of number 11 Downing street with his or her team for the media to get photograph shots of the red box. Immediately prior to them going to the House of Commons. Once presented in the house of common. It is debated and then voted on. Minor changes may be made however with the budget being written and presented by the party with the majority in the House of Commons (the Government), the whips will ensure that is it passed as written by the chancellor (Emeka 2008).

In summary, we are of the video that budgetary control is not mechanical or technical procedure. But a human and objective element of management, its success is actually dependent on the goodwill and cooperation of the participants without this, budgeting will become a paper exercise with no real impact on operations of the organization except perhaps negatively.  

Its objectives are as follows: 

a.
Setting out clearly defined targets of output income and expenditure for each section of the organization 

b.
Embodying these targets of performance in sectional divisional and departmental budgets.  

c.
Expiring these budget standards with actual performance  

d.
Identifying dedications or variance from the budget  

e.
Taking corrective actions or bring performance in line with budget target. 

BENEFITS OF BUDGET AND BUDGETARY CONTROL

Budgets provide benefits both for the business, and also for its managers and other staff:

The budget assists planning

By formalizing objectives through a budget, a business can ensure that its plans are achievable. It will be able to decide what is needed to produce the output of goods and services, and to make sure that everything will be available at the right time (Eneh, 2000).

The budget communicates and co-ordinates

Because a budget is agreed by the business, all the relevant managers and staff will be working towards the same end.

When the budget is being set, any anticipated problems should be resolved and any areas of potential confusion clarified. All departments should be in a position to play their part in achieving the overall goals.

The budget helps with decision-making

By planning ahead through budgets, a business can make decisions on how much output – in the form of goods or services – can be achieved. At the same time, the cost of the output can be planned and changes can be made where appropriate.

The budget can be used to monitor and control

An important reason for producing a budget is that management is able to use budgetary control to monitor and compare the actual results (see diagram below). This is so that action can be taken to

modify the operation of the business as time passes, or possibly to change the budget if it becomes unachievable.

The budget can be used to motivate

A budget can be part of the techniques for motivating managers and other staff to achieve the objectives of the business. The extent to which this happens will depend on how the budget is agreed and set, and whether it is thought to be fair and achievable. The budget may also be linked to rewards (for example, bonuses) where targets are met or exceeded (Eneh, 2000).
Limitations Of Budgets And Budgetary Control

Whilst most businesses will benefit from the use of budgets, there are a number of limitations of budgets to be aware of:

The benefit of the budget must exceed the cost

Budgeting is a fairly complex process and some businesses – particularly small ones – may find that the task is too much of a burden in terms of time and other resources, with only limited benefits.

Nevertheless, many lenders – such as banks – often require the production of budgets as part of the business plan. As a general rule, the benefit of producing the budget must exceed its cost.

Budget information may not be accurate

It is essential that the information going into budgets should be as accurate as possible. Anybody can produce a budget, but the more inaccurate it is, the less use it is to the business as a planning and control mechanism. Great care needs to be taken with estimates of sales – often the starting point of the budgeting process – and costs. Budgetary control is used to compare the budget against what actually happened – the budget may need to be changed if it becomes unachievable (Eneh, 2000).

The budget may demotivate

Employees who have had no part in agreeing and setting a budget which is imposed upon them, will feel that they do not own it. As a consequence, the staff may be demotivated. Another limitation is that employees may see budgets as either a ‘carrot’ or a ‘stick’, ie as a form of encouragement to achieve the targets set, or as a form of punishment if targets are missed.

Budgets may lead to dis-functional management
A limitation that can occur is that employees in one department of the business may over-achieve against their budget and create problems elsewhere. For example, a production department might achieve extra output that the sales department finds difficult to sell. To avoid such dysfunctional management, budgets need to be set at realistic levels and linked and co-ordinated across all departments within the business (Eneh, 2000).

Budgets may be set at too low a level

Where the budget is too easy to achieve it will be of no benefit to the business and may, in fact, lead to lower levels of output and higher costs than before the budget was established. Budgets should be set at realistic levels, which make the best use of the resources available.
Planning Programming Budgeting System (PPBS)

Nnoli, (2004) emphasized that programmes budgeting applied the accounting system or the objectives of the nonprofit organization according to activities to be undertaken. The authors were of the view that programme budgets would include estimates of total cash for particular programmers and functions regardless of the organization department(s) involved and without reference to the time and overall period by a programme, for instance a local government council embarking on mass immunization of children will make provision for vehicles, medicines and technical staff rather the salaries and wages and other objects of the expenditure. Programme budgeting contributes to better in non-profit organization in two ways: 

Firstly, it forced management to identify the activities, functions or programmer to be provided.  Secondly, it provides information by which management can assess the effectiveness of its plans Nnoli, (2004). Planning programming Budgeting System (PPBS) may be described as a comprehensive planning and budgeting system with the following characteristics. 

a.
The integration are budgetary process into the planning process  

b.
Planning and budgeting for more than one budget period.  

c.
Planning and budgeting within a frame work which seeks socially determine goals and  

d. Continuous updating overtime of planning and budgeting.  PPBS is designed to avoid the disadvantages of conventional governmental budgeting. The “planning” aspect of the system involves long term evaluation as opposed to the short. Run consideration of convictional budgeting. The programming aspect of PPBS involves structuring the budget in terms of goals (program). The integral components of PPBS involve: 

a. Setting of specific objectives 

b. Systematic analysis to certify objectives and to assess alternative ways of meeting them. 

c. The framing of budgetary proposals in terms of program directed towards the achievements of the objectives. 

d. The projection of the costs of these programs for a number of years in the future. 

e. The formulation of plans of achievements on yearly basis for each program. 

f. An information system for each program to supply data for the monitoring of achievements of program goals and for the reassessment of the program objective as well as the appropriateness of the program itself. It has certain essential feature.  

First, the budget proposal must be classified in terms of function, programme and activity. A function is taken as a board grouping of operations directed towards the accomplishment of a major purpose of government. A programme refers to a board category with a function, which is identifiable with a particular purpose or end product. An activity is a segment of a programme, which comes not similar types of work or has similar purposes or achieve similar end-product example a work package.  Second, there must be a detailed description of all activities. To permit the measurement of work done or output produced by each activity. Thirdly, the budget must be expressed in a way, which allows a direct comparison between cost of funding and work to be performed for each programme or activity (Nnoli, 2004).  

Fourthly, there must be multi-year costing which also permits the preparation of a multi-year financial plan. Fifth, there must be a quantitative education of outcomes to facilitate the monitoring of actual against budget cost and performance. 

The outcomes are outputs and three types: workload, intermediate, and financial output. Finally, the accounting and reporting structures need to provide information on the linkage between programmes and activities and major policy objectives.

Government Budget

A government budget is an annual financial statement presenting the government’s proposed revenues and spending for a financial year that is often passed by the legislature, approved by the Chief Executive or President and presented by the Finance Minister to the nation. The main components of government budget include revenue and capital budgets. Revenue budget is a financial statement of revenue receipts of the government, that is revenue collected from taxes and other receipts. The Federal budget comprises three primary components; revenues, discretionary spending and direct spending.

Government or public expenditures could be expressed as those expenses incurred by any government/public institution in the maintenance of herself for public good and the economy assistance to external bodies and other countries (Adelegan, 2010). Government / Public sector is simply defined as ‘all organizations which are not privately owned and operated and which are established, run and financed by Government on behalf of the public. This definition therefore posits that public sector consists of organizations where control lies in the hand of the public, different from private owners and whose objectives involve the provision of services, where profit is not a primary motive [ICAN 2014].

(Oyedele, 2007) defined public expenditures as the expenses incurred by the government in the course of performing its operations. These operations include, but not limited to salaries and wages of civil and public servants, construction of roads, defence [both internal and external], maintenance of law and order, public infrastructures, school buildings, construction and rehabilitation of irrigation schemes for agricultural development, health and medicare services etc.

Going by the nature and structure of government or public expenditures; four main classifications are isolated and these are; by natural, economic, economic lifespan and object functions.

Natural classification of public expenditures has to do with those expenditures that have direct impact on the productive capacity of a country; for instance, the establishment and incorporation of Nigeria National Petroleum Corporation of Nigeria which serves as the main source of economic generation in Nigeria.

Similarly, public expenditures by economic function,can be likened to expenditures to economic purpose served/performed, for instance, expenditure on social services, community service expenditure, administration and general services, economic services expenditure [agriculture, power etc.], transfer [transfer payments].

Also, public expenditures by economic lifespan function are related to recurrent and capital expenditures.

In a similar vein, public expenditures by its object classification are those expenditures that have to do with Personal services and Benefits [personal benefits], Contractual Services and supplies [travel and transportation allowances/benefits, Supplies materials], acquisition of capital assets [Equipment, land/structures] Grants and fixed charges [Government subsidies, Interests etc.

Effects of Budgeting on the Nigerian Economic System

In the period of classical Economist such as Adam Smith, David Ricardo, J.S. Mills, public finance was limited to taxation (Revenue) and later in their write-ups on Economics they recognized the division of the subject matter of public finance into revenue and expenditure, although in it very rudimentary form. Neo-classical Economist like Alfred Marshal played down the discussion of public finance as part of the main stream of Economic theory, and these economists argued further that, the public sector is determined on theoretical grounds and it become residual of the failure of the private market to achieve an efficient allocation of resources. Oyedele, (2007), in his legendary book Public Finance noted that in every developed society there is some form of government organization. The governing authority, whether central or local is endowed with functions and duties, the detailed nature of which varies in different places. These duties involve expenditure and, consequently, required also the raising of revenue. Though Pigou’s perception of what a government and its
accompanying
responsibility
was,
had
undergone tremendous transformation, both in size and complexities over time, the underlying concept of public expenditure as a veritable instrument through which government policy choices are carried out remains intrinsically unaltered in today’s economies. Hence the continuous postulations of several theories as well as the identification of various variables that purport to explain the growth in the relative size of the public sector of which some of these dominant streams of thought are reviewed here.

2.2 THEORETICAL FRAMEWORK

The Theory of Budgeting 
Hirst (1987) explains that an effective budgetary control solves an organization’s need to plan and consider how to confront future potential risks and opportunities by establishing an efficient system of control, a detector of variances between organizational objectives and performance (Shields and Young, 1993). Budgets are considered to be the core element of an efficient control process and consequently vital part to the umbrella concept of an effective budgetary control. 

Budgets project future financial performance which enables evaluating the financial viability of a chosen strategy. In most organizations this process is formalized by preparing annual budgets and monitoring performance against budgets. Budgets are therefore merely a collection of plans and forecasts (Silva & Jayamaha, 2012). 

They reflect the financial implication of business plans, identifying the amount, quantity and timing of resource needed (Shields & Young, 1993). The implementation of budgetary procedures. The establishment of short to medium-term objectives serves the purpose of providing estimates of future sales revenues and expenses, to provide short and long-term objectives for a coordinated management policy. Benchmarks for management and task controls are provided by comparing actual results with budgeted plans and to take corrective actions if necessary (Sharma, 2012). Budgets can further influence the behavior and decisions of employees by translating business objectives, and providing a benchmark against which to assess performance. Hancock (2009) even considered such operational planning as the backbone of management. 

During budget preparation procedures, consideration of alternative courses of action becomes an integral part and leads to increased rationality. A budget allows a goal, a standard of performance to be established with subsequent comparison of actual results with the created standard. It requires those involved to be forward looking rather than looking back (Scott, 2005). Budgets have therefore been identified as playing a number of roles which include making goals explicit, coding learning, facilitating control, and contracting with external parties (Selznick, 2008). Fisher exemplified this by “linking compensation to performance measures against the budget”, thereby making goals explicit, communicating goals and thereby coding learning and clarifying performance measures for individual employees of an organization (Goldstein, 2005). 

Punctuated Equilibrium Theory of Budgeting   

This  theory  was  propounded  by  Baumgartner  and  Jones  (1993)  established  their concept of “punctuated equilibria” that addresses both incremental and large budget changes.  It  asserts  that  there is  a  state  of  equilibrium  followed  by  a  punctuated change followed again by equilibrium. The state of equilibrium is during quiet periods of  incremental  change.  Punctuations  are  breaks  from  the  equilibrium  norm. Punctuated  equilibrium  theory  involves  environments  of  stability  shifting  into environments of instability (Jordan, 2002). Thus, in order to establish equilibrium in terms of budget changes, the  budget and budgetary control measures put in place by an entity becomes pivotal to the overall performance system of ensuring stability of environment  The  relevance  of  this  theory  of  budget  control  is  the  participative perspective when an institution set a  target but the  fund hire mark for this project couldn’t complete the execution there will  be need for the increment to  enhance their financial performance.

The Contingency Theory 

Resource-allocation efficiency is not merely a matter of adopting sophisticated, theoretically superior investment techniques and procedures Pike (1986). But consideration must also be given to the fit between the corporate context and the design and operation of the capital budgeting system. Pike (1986) focuses on three aspects of the corporate context, which are assumed to be associated with the design and operation of a firm’s capital budgeting system.  

The first aspect is a firm’s organizational characteristics. Decentralization and a more administratively oriented control strategy involving a higher degree of standardization are characteristics of large companies. Smaller, less complex organizations tend to adopt interpersonal, less sophisticated control systems. On the other hand however, Hancock, (2009) have an opposite opinion and argue that firms will experience more benefits from using sophisticated capital budgeting techniques, the more stable the environment. They base their argument on Schall & Sundem (1980) study, which shows that use of sophisticated capital budgeting techniques declines with an increase in environmental ambiguity. 

The second aspect is environmental uncertainty. The more variable and unpredictable the context of operation is, the less appropriate are highly bureaucratic, mechanistic capital budgeting structures. Pike (1992) suggests that firms operating in highly uncertain environments are assumed to benefit from sophisticated investment methods, particularly in appraising risk. 

The last aspect is behaviour characteristics. Pike (1992) identifies three characteristics, i.e. management style, degree of professionalism and the history of the organization. An administratively-oriented capital budgeting control strategy is assumed to be consistent with a critical style of management, a high degree of professionalism and a history of ordinary investment outcomes. The firm’s financial status may manipulate the design and effort put on capital budgeting. Axelsson,et al.,(2002), notes that more effort will be devoted to budgeting in an adverse financial situation, since it will no longer be as simple to find an acceptable budget and there will a need for more frequent follow up. These arguments have been applied to capital budgeting by Haka et al. (1985). They argue that the implementation of sophisticated capital budgeting procedures is one of many means of coping with acute resource scarcity. Another argument is that since the main value of adequate investment rules is in distinguishing profitable from unprofitable projects, highly profitable firms are expected to derive less benefit from such techniques than would less successful firms with a history of marginal projects Axelsson,et al.,(2002). 

2.3 EMPIRICAL REVIEW

Jensen (2001), in his paper entitled “Paying People to Lie: The Truth about the Budgeting Process”1 , he analyzed the counterproductive effects associated with using budgets or targets in an organization's performance measurement and compensation systems. He pointed out that paying people on the basis of how their performance relates to a budget or target causes people (both managers and employees) to game the system and in doing so to destroy value. To stop this highly counterproductive behavior people must stop using budgets or targets in the compensation formulas and promotion systems for employees and managers.

Jacobs J. F (2003) in his paper entitled “Budgeting and Budgetary Control”2 spoke out that Operational management needs to know the causes of off-standard performance in order to improve operations. The knowledge of variances (real result versus budget) will aid control, at least if and when these variances are understood well enough. A deeper understanding of the state of the company is the ultimate goal of all representations in budgeting and budgetary control. Management's task is to find the reasons for the variances and to take proper action to bring operations into line with the budget. In some cases the variances and trends might indicate that the standards need amendment.

Katiti (2005) concluded that:-In achieving organizational goals there is a need to plan on how to arrive at targeted positions. These plans have to be made by making comparison on the benefit to be attained at low possible costs. King’ori (2005) concluded that:- the program accountant is not involved in preparation of program annual work plan and budget; therefore it is recommended that the program accountant should be involved in process because of an important role an accountant plays as a key person on the financial matters and planning.

Bert (2003) who submitted a report from the topic “The role of budget and budgetary Control in district council concluded that: The role of budget is achieving the goals of organization, hence the organization has to exercise a proper budgeting system and laying down proper budget policies and guidelines otherwise the organization can find itself wasting resources without meeting expectations.

Writing on the role of budget in achieving organization performance, Vitus (2004) from IFM revealed that ‘by the start of an annual budget cycle the Managers of any organization should have formalized their views and identified the most likely outcomes and targets they will work to for the coming year in terms of profits, Sales and Cost.

In another research paper done by Gambries Veronica (2005) submitted to Institute of Accountancy Arusha (IAA) with the title “Effectiveness of budget and budgetary control in local government. A case study: Mwanza City Council”, the researcher concluded that Budgeting Officers in Mwanza City stand in their positions to resist changes and challenges of any kind in the budgeting process. This may be due to several factors such as conservatism, insecurity, lack of understanding due to poor and/or lack of knowledge concerning the role of budget.

CHAPTER THREE

RESEARCH METHODOLOGY

3.1
INTRODUCTION


In this chapter, we described the research procedure for this study. A research methodology is a research process adopted or employed to systematically and scientifically present the results of a study to the research audience viz. a vis, the study beneficiaries.
3.2
RESEARCH DESIGN

Research designs are perceived to be an overall strategy adopted by the researcher whereby different components of the study are integrated in a logical manner to effectively address a research problem. In this study, the researcher employed the survey research design. This is due to the nature of the study whereby the opinion and views of people are sampled. According to Singleton & Straits, (2009), Survey research can use quantitative research strategies (e.g., using questionnaires with numerically rated items), qualitative research strategies (e.g., using open-ended questions), or both strategies (i.e., mixed methods). As it is often used to describe and explore human behaviour, surveys are therefore frequently used in social and psychological research.
3.3
POPULATION OF THE STUDY


According to Udoyen (2019), a study population is a group of elements or individuals as the case may be, who share similar characteristics. These similar features can include location, gender, age, sex or specific interest. The emphasis on study population is that it constitute of individuals or elements that are homogeneous in description. 


This study was carried out to assess budgeting in the present Nigeria economic system in Cross River State University of Technology Selected staff of budget office of Cross River State University of Technology form the population of the study.
3.4
SAMPLE SIZE DETERMINATION

A study sample is simply a systematic selected part of a population that infers its result on the population. In essence, it is that part of a whole that represents the whole and its members share characteristics in like similitude (Udoyen, 2019). In this study, the researcher adopted the convenient sampling method to determine the sample size. 
3.5
SAMPLE SIZE SELECTION TECHNIQUE AND PROCEDURE

According to Nwana (2005), sampling techniques are procedures adopted to systematically select the chosen sample in a specified away under controls. This research work adopted the convenience sampling technique in selecting the respondents from the total population.

In this study, the researcher adopted the convenient sampling method to determine the sample size. Out of all the entire population of staff of budget office of Cross River State University of Technology, the researcher conveniently selected 36 out of the overall population as the sample size for this study. According to Torty (2021), a sample of convenience is the terminology used to describe a sample in which elements have been selected from the target population on the basis of their accessibility or convenience to the researcher.
3.6 
RESEARCH INSTRUMENT AND ADMINISTRATION

The research instrument used in this study is the questionnaire. A survey containing series of questions were administered to the enrolled participants. The questionnaire was divided into two sections, the first section enquired about the responses demographic or personal data while the second sections were in line with the study objectives, aimed at providing answers to the research questions. Participants were required to respond by placing a tick at the appropriate column. The questionnaire was personally administered by the researcher.
3.7
METHOD OF DATA COLLECTION

Two methods of data collection which are primary source and secondary source were used to collect data. The primary sources was the use of questionnaires, while the secondary sources include textbooks, internet, journals, published and unpublished articles and government publications.
3.8
METHOD OF DATA ANALYSIS

The responses were analysed using the frequency tables, which provided answers to the research questions. 
3.9
VALIDITY OF THE STUDY

Validity referred here is the degree or extent to which an instrument actually measures what is intended to measure. An instrument is valid to the extent that is tailored to achieve the research objectives. The researcher constructed the questionnaire for the study and submitted to the project supervisor who used his intellectual knowledge to critically, analytically and logically examine the instruments relevance of the contents and statements and then made the instrument valid for the study.
3.10
RELIABILITY OF THE STUDY

The reliability of the research instrument was determined. The Pearson Correlation Coefficient was used to determine the reliability of the instrument. A co-efficient value of 0.68 indicated that the research instrument was relatively reliable. According to (Taber, 2017) the range of a reasonable reliability is between 0.67 and 0.87.
3.11
ETHICAL CONSIDERATION

The study was approved by the Project Committee of the Department.  Informed consent was obtained from all study participants before they were enrolled in the study. Permission was sought from the relevant authorities to carry out the study. Date to visit the place of study for questionnaire distribution was put in place in advance.
CHAPTER FOUR

DATA PRESENTATION AND ANALYSIS

INTRODUCTION

This chapter presents the analysis of data derived through the questionnaire and key informant interview administered on the respondents in the study area. The analysis and interpretation were derived from the findings of the study. The data analysis depicts the simple frequency and percentage of the respondents as well as interpretation of the information gathered. A total of thirty-six (36) questionnaires were administered to respondents of which only thirty (30) were returned and validated. This was due to irregular, incomplete and inappropriate responses to some questionnaire. For this study a total of 30 was validated for the analysis.

4.1
DATA PRESENTATION
Table 4.2: Demographic profile of the respondents

	Demographic information
	Frequency
	percent

	Gender

Male
	
	

	
	17
	56.7%

	Female
	13
	43.3%

	Age
	
	

	20-27
	3
	10%

	28-36
	8
	26.7%

	37-44
	6
	20%

	45+
	13
	43.3%

	Marital Status
	
	

	Single 
	19
	63.3%

	Married
	11
	36.7%

	Separated
	0
	0%

	Widowed
	0
	0%

	Education Level
	
	

	WAEC
	02
	6.6%

	BS.c
	22
	7%

	MS.c
	06
	0%

	MBA
	0
	0%


Source: Field Survey, 2022

4.2
ANSWERING RESEARCH QUESTIONS
Research Question 1: What are the roles played by budgeting towards the controls of government fiscal policies?
Table 4.2:  Respondents on the roles played by budgeting towards the controls of government fiscal policies.

	Options
	Yes
	No
	Total %

	It influences the economy
	30
	00
	100

	Shows how government will prioritise and achieve its annual and multi-annual objectives
	30
	00
	100

	It helps in financing new and existing programs
	30
	00
	100

	It is the primary instrument for implementing fiscal policy
	30
	00
	100


Field Survey, 2022

From the responses obtained as expressed in the table above on the roles played by budgeting towards the controls of government fiscal policies, all the respondents constituting 100% said yes to all the options provided. None of the respondents said no.

Question 2: Is there a relationship between budgetary control and performance in Cross River State University of Technology?
Table 4.3: Respondents on the relationship between budgetary control and performance in Cross River State University of Technology
	Options
	Frequency
	Percentage

	Yes  
	20
	66.6

	No 
	10
	33.3

	Undecided  
	00
	00

	Total
	30
	100


Field Survey, 2022

From the responses obtained as expressed in the table above on the relationship between budgetary control and performance in Cross River State University of Technology, 66.6% of the respondents ticked yes, 33.3% of the respondents ticked no and none of the respondents were undecided.

Question 3: To what extent does budgeting processes aids planning for long term survival of Cross River State University of Technology?
Table 4.4:  Respondents on the extent does budgeting processes aid planning for long term survival of Cross River State University of Technology
	Options
	Frequency
	Percentage

	Very high extent  
	15
	50

	High extent
	10
	33.3

	Very low extent  
	00
	00

	Low extent
	5
	16.6

	Total
	30
	100


Field Survey, 2022

From the responses obtained as expressed in the table above on the the extent does budgeting processes aid planning for long term survival of Cross River State University of Technology, 50% of the respondents ticked very high extent, 33.3% of the respondents ticked high extent, none of the respondents ticked very low extent while 16.6% of the respondents ticked low extent.
CHAPTER FIVE

SUMMARY, CONCLUSIONS AND RECOMMENDATIONS:

5.1 Introduction

This chapter summarizes the findings into the assessment of budgeting in the present Nigeria economic system in Cross River State University of Technology. Respondents for this study were obtained from staff of budget office of Cross River State University of Technology. The chapter consists of summary of the study, conclusions, and recommendations. 

5.2 Summary of the Study

In this study, our focus was to examine the assessment of budgeting in the present Nigeria economic system in Cross River State University of Technology. The study specifically was aimed at examining the role played by budgeting towards the controls of government fiscal policies, establishing the relationship between budgetary control and performance in Cross River State University of Technology and ascertaining the extent to which budgeting processes has aided planning for long term survival of Cross River State University of Technology.
The study adopted the survey research design and randomly enrolled participants in the study. A total of 30 responses were validated from the enrolled participants where all respondent are staff of budget office of Cross River State University of Technology.
5.3 Conclusions

Based on the findings of the study, the researcher concluded that; 

The  roles played by budgeting towards the controls of government fiscal policies include;
It influences the economy,

It shows how government will prioritise and achieve its annual and multi-annual objectives,

It helps in financing new and existing programs and

It is the primary instrument for implementing fiscal policy.

There is a relationship between budgetary control and performance in Cross River State University of Technology.
The extent budgeting processes aids planning for long term survival of Cross River State University of Technology is very high.
5.3 Recommendations

Based on the responses obtained, the researcher recommended that;

Cross River State University of Technology should be budget and budgetary control conscious knowing fully well that a budget is a plan and a mirror that guides the organization towards achieving their goals in the labour market.

Cross River State University of Technology should make sure that the information they have before drafting their budget are accurate so as not to jeopardise effectiveness of the budget. 
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QUESTIONNAIRE

PLEASE TICK [√] YOUR MOST PREFERRED CHOICE AND AVOID TICKING TWICE ON A QUESTION

SECTION A

PERSONAL INFORMATION

Gender

Male [  ]
Female [  ]

Age 

20-27
[  ]

28-36
[  ]

37-44 [  ]

45+ [  ]
Educational level

NCE/OND
[  ]
BSC/HND
[  ]

MSC/PGDE
[  ]

SECTION B

Research Question 1: What are the roles played by budgeting towards the controls of government fiscal policies?
	Options
	Yes
	No

	It influences the economy
	
	

	Shows how government will prioritise and achieve its annual and multi-annual objectives
	
	

	It helps in financing new and existing programs
	
	

	It is the primary instrument for implementing fiscal policy
	
	


Question 2: Is there a relationship between budgetary control and performance in Cross River State University of Technology?
	Options
	Please tick

	Yes  
	

	No 
	

	Undecided  
	


Question 3: To what extent does budgeting processes aids planning for long term survival of Cross River State University of Technology?
	Options
	Please tick

	Very high extent  
	

	High extent
	

	Very low extent  
	

	Low extent
	


