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• By the end of the workshop, you will be able to:
• List your financial responsibilities
• Get the best out of your finance department
• Use a simple step-by-step method to interpret 

financial reports
• Project and forecast future financial problems
• List reasons for variances from budget

Objectives: The Budget 
Holder’s Survival Guide

Jargon

• Words or expressions developed for use within 
a particular group, hard for outsiders to 
understand and sounding ugly

Origin: An Old French word for the twittering and 
chattering of birds
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Budgets: The Definition

“Budgets are financial and/or quantitative 
statements, prepared and approved prior to a 
defined period of time, of the policy to be 
pursued during that period for the purposes of 
attaining given objectives.”

CIMA Definition
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The Three Methods
of Accounting

Method £ in £ out

Cash Receipts Payments

Accruals Income Expenditure

Commitments Committed income Committed expenditure
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Methods of Preparing Budgets

Historic / Incremental-based

Zero-based

Activity-based
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Historic-Based Budgeting

Advantages

• Easy to operate.
• Simple to understand.
• Uses a proven base.
• Undemanding on 

management time.
• Can operate with weak 

information systems.

Disadvantages

• Perpetuates 
inefficiencies.

• May lead to lack of 
ownership by managers.

• Changes in activity or 
working practice are not 
always reflected.
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Zero-Based Budgeting

Advantages

• Identifies inefficiencies.
• Links budget to activity 

plans.
• Management ownership.
• Challenging existing 

practice.

Disadvantages

• Time consuming.
• May be inaccurate.
• Difficult to implement.
• Lack of certainty.
• May raise expectations.
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Activity-Based Budgeting

Advantages

• Links activity to finance.
• Budgets realistic 

compared with activity.
• Encourages management 

to focus on efficiency 
and fixed costs rather 
than uncontrollable 
workload.

Disadvantages
• Identifying workload is 

difficult.
• Total income may not 

flex to balance.
• Changes to standard 

costs may not be 
recognised.

• Case mix and 
dependency are often 
excluded.
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Responsibilities of
Budget Holders

1. Keep spending within budget
2. Keep staffing within establishment
3. Meet contracted workload targets
4. Secure funding before changing working 

practices
5. Ensure my service is good value for money
6. Nominate authorised signatories
7. Code financial documents
8. Keep my accountant informed
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