MANAGING FINANCE – SETTING AND ACHIEVING BUDGETS
Section 4:  How do you develop budget reporting systems?
Activity 0402 – What are the bases of a budgetary control system? 
Suggested Timing: 10–20 minutes
When you buy a new car, one of the first things you do is to check the fuel consumption and compare it with your old car or the claims made by the person who sold you the car. You might keep a sheet of paper on a clip board and record the speedo reading each time you filled the tank for a period of a month or two to assess consumption over various distances. 

In business, you can also just measure in physical units like fuel consumption but often you need to express the measurement in dollar terms because it is important to also check whether the unit per price paid for the fuel is the best possible. For example, should the firm negotiate a special rate for large quantities?

The bases of budgetary control are measurement and control. Identify how you would measure actual results against budget for the following responsibility centres. Two columns are provided - one to put your answer if you use physical units and one if you use monetary measures.

The measures used would be:

	Responsibility Centre
	Physical units
	Monetary or financial measures

	Motel revenue


	
	

	Car dealership revenue
	
	

	Food outlays - restaurant
	
	

	Taxi revenue


	
	

	Bank lending department
	
	

	Credit control department
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Please enter your name in this text box:  

Please estimate how long it took you to complete this Chapter: 


                         Hours                            Minutes 
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