
 

 

Introduction to Budgets 

A budget is a financial plan that outlines expected income and expenses over a specific 

period. It helps individuals, businesses, and governments manage money effectively, make 

informed decisions, and avoid overspending. 

Types of Budgets 

1. Personal Budget: 

Created by individuals or households to manage income, savings, and expenses. 

2. Business Budget: 

Used by companies to plan operations, control costs, and ensure profitability. Includes 

types like: 

o Operating Budget: Covers day-to-day expenses. 
o Capital Budget: Focuses on long-term investments like equipment or 

infrastructure. 
o Cash Flow Budget: Tracks the movement of cash in and out. 

3. Government Budget: 

A plan for a country’s revenue and expenditure. It usually includes: 

o Surplus Budget: When income exceeds expenses. 
o Deficit Budget: When expenses exceed income. 

o Balanced Budget: When income equals expenses. 

Who Creates Budgets? 

 Individuals or families make personal budgets. 
 In businesses, budgets are typically created by financial managers or the 

finance department and approved by executives or the board. 
 Government budgets are drafted by finance ministries or treasury 

departments and approved by the legislature (e.g., Parliament or Congress). 

In the business world, making a budget is crucial for success and stability. It helps 

companies: 

 Plan and allocate resources effectively across departments. 
 Control costs and avoid unnecessary spending. 
 Set financial goals and measure performance. 
 Predict cash flow to ensure there’s enough money to operate. 
 Make informed decisions about investments, hiring, and expansion. 

 Prepare for risks or unexpected expenses. 

Without a budget, a business can easily lose track of its finances, which can lead to poor 

decision-making and even failure. 

 
 



 


