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Index

Account analysis, for cash flow

forecasting, 302–307

Accounting bases:

for government, 469–470

for nonprofits, 467

Accounting rate of return (ARR),

357–358

Accuracy, of budgets, 40–41

Activities classification, 397–398,

400

Activity accounting, 421, 424

Activity-based budgeting (ABB), 10,

393–398, 402

Activity-based costing (ABC), 394,

395

Activity-based management (ABM),

398–401

Activity drivers and categories, 400

Activity units (zero-base budgeting),

413–414

Actual costs, 17

Adaptability of budgets (nonprofits),

479

Add-on budgets, 9

Administering budgets, 45–56

budget audits, 52–53

budget calendar, 54–56

budget committee, 54

budget manual, 49–51

budget sheet, 51–52

performance reports, 52, 53

types of reports, 45–49

Administering plans, 38

Administrative costs. See General and

administrative costs

Administrative expenses, variance

analysis for, 185–186. See also

General and administrative costs

Advance reports, 47

Advertising Age, 216

Advertising budgets, 209–216

Airlines, budgeting for, 456

Algorithms, for cost control, 239–240

American Express, 402

American Productivity and Quality

Center, 443

Analysis:

in profit planning, 89–90

in strategic planning, 43

Appropriation control, 474

Appropriation request forms, 249–250,

251, 252

ARR. See Accounting rate of return (ARR)

Assets:

capital, 244

divisional, 431–433

valuation of, 432

Assumptions:

in break-even and contribution margin

analysis, 76

in forecasting, 274

in planning, 30–31

in profit planning, 85

AT&T Paradyne, 402

Audits, budget, 20–21, 52–53

Backward-looking measures, 441

Balanced Scorecard (BSC), 439–446

examples of, 443–446

measures by industry, 441
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Balanced Scorecard (continued)

Oxiteno case study, 448–451

resources for, 442

for a school district, 445–447

Balanced Scorecard Institute, 442

Balance sheet, budgeted, 111–113,

460

Banking industry, forecasting for, 269

Basic standards, 135

Batch-level costs/drivers, 397, 400

B-E (breakeven) chart, 61

Behavioral equations, 322–323

Bonuses, 238, 242

Book value, 432

Borealis, 340

Bottom-up budgeting, 13–15

Bracket budgets, 9–10

Break-even (B-E) chart, 61, 62

Break-even and contribution margin

analysis, 57–77

applications of, 58–59, 64–66

contribution margin income statement

in, 59–63

impact of income taxes, 63–64

limiting assumptions in, 76

questions answered by, 57–58

sales mix analysis, 66–73

with step-function costs, 74–75

in variable and fixed cost identification,

75–76

Break-even point, 61, 62

Brown, Jerry, 480

BSC. See Balanced Scorecard (BSC)

Budget adaptability (nonprofits), 479

Budgetary accountability, 468

Budgetary controls, for nonprofit

organizations, 474–476

Budgetary process, 11–15

Budgetary slack, 25

Budget assumptions, 334

Budget audits, 20–21, 52–53

Budget calendar, 54–56

Budget committee, 12, 54

Budget data book, 51–52

Budgeted balance sheets, 111–113, 460

Budgeted income statements, 111, 460

Budgeting:

activity-based (ABB), 10, 393–398,

402

with Balanced Scorecard approach,

445–447

bottom-up, 13–15

capital, 351–391. See also Capital

budgeting)

for capital expenditures, 245–246

computer applications for, 21–22

considerations in, 3

control process in, 20–21, 22

for cost management, 393–409. See

also Cost-management budgeting

defined, 1

departmental, 3, 16–17

e-budgeting, 346–348

effective, 3

financial modeling in, 316–318

functional, 394

for general and administrative costs,

237–239

for hotels, 456–460

Kaizen, 394, 407–408

life-cycle, 394, 402–407, 403–407

for manufacturing costs, 191–195

master (comprehensive), 2

for nonprofit organizations, 463–486

(see also Nonprofit organizations)

participative, 13–14

as planning and control system, 4–5

process of, 11–15

purpose of, 1

for research and development (R&D),

226–231

self-imposed, 13–14

for service businesses/organizations,

453–461

steps in, 2

in strategic planning, 31–34

top-down, 13–15

Web-based, 22, 344, 347–348

zero-base (ZBB), 411–418. See also

Zero-base budgeting (ZBB)

Budgeting and planning (B&P) software,

346, 347
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Budgeting model, 316, 326–327. See also

Financial modeling

Budgeting software. See Software

Budget Maestro, 329, 343–344

Budget manual, 49–51

Budget meetings, 221

Budget padding, 25

Budget process, 40

for capital expenditures, 245–246

for general and administrative costs,

237–239

Budget reports, 42, 46–49, 209

Budget revision, 17–19

Budgets:

accuracy of, 40–41

add-on, 9

administering, 45–56. See also

Administering budgets

advantages/disadvantages of,

23–24

advertising, 209–216

bracket, 9–10

budgetary checklist, 34

budgetary process, 11–15

capital expenditure, 7–8, 243–266.

See also Capital expenditure budgets

cash, 6, 108–110, 307–309, 460

comprehensive. See Master budgets

continuous. See Rolling (continuous)

budgets

control and analysis in, 43

as control device, 20–21, 22

coordination of, 15–16

for cost of goods sold, 106–107,

459–460

costs, 17

defined, 1–2, 31

departmental, 13–14, 40

for direct labor, 104, 194–195,

459

for direct materials, 103–104, 194

expense. See Flexible (expense) budgets

factory overhead, 104–105, 195

financial, 6, 96

fixed. See Static (fixed) budgets

flexible (expense), 7, 8, 125–130

government. See Government budgets

and accounting bases

health care, 127–130, 269

health care provider example, 127–130

incremental, 9

intermediate, 1

long-term, 1–2

marketing, 203–221. See also

Marketing budgets

master. See Master budgets

materials, 196–200

as motivation, 22–23

operating, 6, 96, 470, 471

overview, 26–27

perpetual. See Rolling (continuous)

budgets

in planning, 4–5. See also Strategic

planning

probabilistic, 11, 339–341

production, 101–102, 193, 459

profit, 38

program, 9, 227, 416–418

project, 416–418

report example, 33

review of, 3

revising, 17–19, 41–43

rolling (continuous), 333, 334,

337–339, 340

short-term, 1

strategic, 10

in strategic planning, 31–34. See also

Strategic planning

stretch, 8

supplemental, 9

target, 10

time periods, 38

types of, 5–1. See also specific types

weaknesses in, 19–20

Budget segments, 4

Budget sheet, 51–52

Budget slack, 27

Budget worksheet, 47

BusinessObjects Budgeting XI, 345–346

Business simulations. See Capstone

business simulations; Management

games
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Calendar, budget, 54–56

California State budget deficit, 480

Capacity-sustaining costs, 397–398

Capital assets, 244

Capital budgeting, 351–391

accounting rate of return (ARR) in,

357–358

advice on project change, 355

appropriation request, 356

decisions made in, 351–353

discounted payback period in, 360–361

and discovery planning, 383–384

and inflation, 384–385

internal rate of return in, 373–377

methods comparison, 377–379

net present value in, 361–367

nondiscretionary projects, 377

for nonprofit organizations, 386–388

payback period in, 358–360

payback reciprocal, 360

postaudit project review in, 385–386,

387

process for, 379–382

profitability index, 367–372

project application form, 354

proposals, 379–382

real options, 379–382

risk and uncertainty in, 388–391

Capital expenditure budgets, 7–8,

243–266

authorization for, 246–249

budget process for, 245–246

form examples, 251–256

revisions to, 258–259

and special projects, 259

Capital expenditure reports, 256–258,

260–265

Capital expenditures, 243

analysis of capital projects, 266

control over, 266

factors in determining, 353

request forms for, 249–250,

251, 252

variance analysis for, 186

Capital projects fund, 466

Capital rationing, 367, 370

Capstone business simulations, 488–504

analysis, coaching, and benchmarking

in, 499–501

business scenario in, 489–490

individual assessment (Comp-XM

extender for), 501–504

planning in, 490–492

pro forma reports in, 497–499

purpose of, 488–489

tactical decisions in, 493–497

Cash basis accounting, 467

Cash budgets, 6, 108–110, 307–309, 460

Cash collections:

account analysis for, 302–307

in master budget, 100–101

regression analysis for, 303–307

Cash flow forecasting, 301–307,

309–314

with account analysis, 302–307

with regression analysis, 303–307

software for, 311–313

with variance analysis, 309–311

Cash surplus or deficit, in cash budget, 6,

108–109, 308

Cash variance analysis, 309–311

Citizen Watch, 408

Classical decomposition, 278

Cloud computing, 22

CM. See Contribution margin (CM)

Coefficient of determination, 293–294

Collections. See Cash collections

Colleges and universities, 483–484

Comprehensive budgets. See Master

budgets

Comp-XM, 501–504

Confidence interval, 295–296

Consumer surveys, 274

Contingency planning, 39

Contingent proposals, 372

Continuous budgets. See Rolling

(continuous) budgets

Contract-related cost reimbursement, 468

Contribution margin (CM), 59

Contribution margin income statement,

59–63, 428, 429

Contribution margin variance, 172, 178
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Control:

budgeting as, 20–21, 22

of capital expenditures, 266

for colleges and universities, 483–484

of general and administrative costs,

241–242

in nonprofit organizations, 474–476

over research and development,

232–234

in profit planning, 89–90

responsibility for, 29

for service organizations, 453–454

in strategic planning, 43

Controllable costs, 429

Controllable investments, 431

Controllable variances, 152

Control measures, 413

Control process, in budgeting, 20–21, 22

Control reports, 46

Control variables, 320

Coordination:

of budgets, 15–16

of profit planning, 88

of research and development (R&D),

231

Correlation coefficient, 293–294

Cost behavior, 119–130

fixed costs, 120, 121

and fixed vs. flexible budgets, 125–130

high-low analysis, 122–123

mixed (semivariable) costs, 120–123

regression analysis, 123–124

variable costs, 120, 121

Cost-benefit analysis, 352

Cost-benefit ratio. See Profitability index

Cost centers, 425–427

Cost controls:

in activity-based management,

398–399

for general and administrative costs,

241–242

and nonprofit organizations, 474

Cost drivers, 400–401

Cost-management budgeting, 393–409

activity-based budgeting (ABB),

394–398, 402

activity-based management (ABM),

398–401

life-cycle budgeting, 402–407

Cost of goods sold budget, 106–107,

459–460

Costs:

actual vs. budget, 17

administrative. See General and

administrative costs

batch-level, 397

capacity-sustaining, 397–398

controllable, 429

distribution, 217–219, 220

facility-level, 397–398, 400

fixed, 120, 121, 181

general. See General and administrative

costs

manufacturing, 191–202. See also

Manufacturing costs

mixed (semivariable), 120–123

noncontrollable, 429

packaging, 220

product- and customer-sustaining,

397

product-level, 397, 400

replacement, 432

standard, 131

step-function, 74–75

unit-level, 397, 400

variable, 120, 121, 181

Cost savings, rewarding, 5

Cost variances, 138

Cost-volume-profit (CVP) analysis. See

Break-even and contribution margin

analysis

Currently attainable standards, 135

CVP analysis. See Break-even and

contribution margin analysis

Debt service fund, 466

Decentralization, 420–421

Decision making:

for capital budgeting, 351–353

in Capstone simulations, 493–497

Decision packages, in zero-base budgeting,

414–416

Index & 535
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Decision rules, in financial modeling,

324–325

Decision trees, 389–391

Definitional equations, 322

Delphi method, 273

Departmental budgets, 13–14, 40

Depreciation, 433

Determination, coefficient of,

293–294

Deterministic models, 316

Development plans, 39

Direct costs:

for marketing, 203

in professional service firms, 454

for research and development (R&D),

224

Direct labor, 191

cost variances, 184

planning and control of, 200–201

Direct labor budgets, 104

for manufacturing, 194–195

for service businesses/organizations,

459

Direct material budgets, 103–104

for manufacturing, 194

Discounted payback period,

360–361

Discounting cash flow methods, 377.

See also specific methods

Discount rate, 386

Discovery planning, 383–384

Discretionary costs, 238

Distribution costs:

analysis and evaluation of, 218

budget for, 217–218

control over, 220

Divisional performance, 419–451

Balanced Scorecard, 439–446

cost centers, 425–427

investment centers, 431–439

managers, 420–421

nonprofits, 430

profit centers, 427–430

responsibility centers, 421–422

revenue centers, 422, 425

Donated goods and services, 467

E-budgeting, 346–348

Economic value added (EVA), 436

Economic volatility, 337

Efficiency variances, 154

Electronic spreadsheets. See Spreadsheets

EMC Corporation, 340

Employee suggestions, 408

Encumbrances, 474

Ending finished goods inventory budgets,

106

Entenmann’s, 90, 92

Enterprise fund, 466

Enterprise resource planning (ERP)

systems, 316

Entertainment and travel expenses,

220–221

Evaluation, in profit planning, 89–90

Excel. See Microsoft Excel

Exception reports, 46

Excess present value index. See

Profitability index

Executive opinions, 272–273

Executive training, management games

for, 487–504

Expected standards, 135

Expense budgets. See Flexible (expense)

budgets

Expenses (expenditures):

cash basis method for, 467

of government agencies, 468–470

modified accrual method for, 467, 469

in nonprofit organizations, 474–476

Expert opinions method, 272–273

Exponential smoothing, 278, 281–288

External variables, 320–321

Exxon-Mobil, 422

Facility-level costs/drivers, 397–398, 400

Factory overhead, 191–192

activity-based, 395–396

fixed, 120

mixed, 120

planning and control of, 201

variable, 120

Factory overhead budgets, 104–105, 195

Financial budgets, 6, 96
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Financial modeling, 315–328

in budgeting, 316–318

defined, 315–316

definition of variables in, 320–321

developing, 319–326

functions of, 318–319

sample of, 326–327

uses and applications, 318

Financial plan, 81

Fixed assets, depreciation of, 467

Fixed budgets. See Static (fixed) budgets

Fixed costs, 120, 121, 181

Fixed overhead variances, 150–151

Flash reports, 47

Flexible (expense) budgets, 7, 8

fixed (static) budgets vs., 125–130

Forecaster (Microsoft), 344, 347–348

Forecasting, 267–275

cash flow, 301–307, 309–314. See also

Cash flow forecasting

common features and assumptions in,

274

defined, 4, 97–98

headcount, 239–240

for master budgets, 114–116, 117

methods for, 270–272

qualitative, 270, 272–274

quantitative, 270, 277–288. See also

Quantitative forecasting

regression analysis for, 289–300. See

also Regression analysis

steps in process, 274–275

uses of, 267–269

Forward-looking measures, 441

FRx software, 344, 347–348

Functional budgeting, 394

Functional reporting, 479

Fund accounting, 467

Funds:

for colleges and universities,

483–484

comparison of nonprofit fund groups,

484

governmental, 466, 469–470

for nonprofit organizations, 465–466

of research and development, 225–226

restricted and nonrestricted, 466, 475,

481

for voluntary hospitals, 480–482

General and administrative costs,

237–242

analysis and evaluation of,

240–241

budget process for, 237–239

cost control for, 241–242

employees, 242

General Electric (GE), 408

General fund (nonprofits), 466

General Mills, 422

Goal congruence, 82

Goals:

departmental, 10

long-term, 36–37

in planning, 4–5, 30

in strategic plans, 35

Governmental funds, 466, 469–470

Government budgets and accounting

bases, 468–470

Grant-related cost reimbursement,

468

Gross cost, 432

Groupthink, 272

Grupo Ultra, 449

Headcount forecasting, 239–240

Health care budgets, 127–130, 269

High-low cost behavior analysis,

122–123

Home Depot, 90

Host Budget, 344–345

Hotels, budgeting for, 456–460

IKEA, 92–93

Income statements:

budgeted, 111, 460

contribution margin, 59–63

projecting, 330–334

traditional, 59

Income taxes, 63–64

Incremental budgets, 9

Incremental costs, 426
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Indirect costs:

for professional service firms, 456

for research and development, 224

Indirect labor, 191

Indirect manufacturing expenses. See

Factory overhead

Indirect materials, 191

Inflation, capital budgeting and, 384–385

Information reports, 46

Input parameter values, 321

Intel Corporation, 240

Interfund transactions, government, 470

Intermediate budgets, 1

Internal controls, in profit planning, 90

Internal rate of return (IRR), 360,

373–377

Internal service fund, 466

Inventory purchases, 102

Investment center, 431–439

Investment timing option, 379

Kaizen budgeting, 394, 407–408

Kopp, Wendy, 447

Labor variances, 145–148

Lagged model structure, 325–326

Least-squares method, 289–293

Life-cycle budgeting, 394, 402–407

Life-cycle costing, 403–407

Linear regression. See Regression analysis

Long-term budgets, 1–2

Long-term investments, budgeting for. See

Capital budgeting

Long-term plans, 36–37

Long-term reports, 45

Major category approach to ranking,

415–416

Management, participation in budget

planning, 13

Management-by-exception principle, 386

Management games, 487–504

Capstone business simulations,

488–504

with Comp-XM, 501–504

goals of, 487–488

Management Help, 442

Management information systems (MIS),

89

Managers:

compensation of, 25–26

performance of, 420–421

in profit planning, 83–85, 86

Manufacturing costs, 191–202

budgeting for, 191–195

direct labor, 191, 200–201

factory overhead, 191–192, 201

materials, 191, 196–200

Manufacturing overhead. See Factory

overhead

Margin analysis. See Break-even and

contribution margin analysis

Margin of safety, 63–64

Marketing budgets, 203–221

advertising and sales promotion,

209–216

budget for, 219

budget meetings for, 221

distribution costs, 217–220

packaging in, 220

selling expenses in, 205–209, 210

travel and entertainment in, 220–221

Marketing performance:

appraisal of, 188

variance analysis for, 179–185

Master budgets, 2, 6, 95–117

budgeted balance sheet, 111–113

budgeted income statement, 111

cash budget, 108–110

cost of goods sold budget, 106–107

direct labor budget, 104

direct material budget, 103–104

electronic spreadsheets for, 114

ending finished goods inventory budget,

106

factory overhead budget, 104–105

financial budgets, 95–96

financial calculations for, 114

financial forecasting, 114–116,

117

forecasting, 97–98

inventory purchases, 102

538 & Index
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monthly cash collections from

customers, 100–101

operating budgets, 95–96

production budget, 101–102

sales budget, 99–100

sales planning, 96–99

selling and administrative expense

budget, 107–108

Materiality, 132

Materials budgets (manufacturing firms),

196–198

Materials purchase budgets

(manufacturing firms), 198–200

Material variances, 139–145

Mathematical (zero-one) programming,

371–372

Maximum efficiency standards, 135

Microsoft Business Solutions for Analytics-

Forecaster, 344, 347–348

Microsoft Excel:

for internal rate of return (IRR)

calculations, 376

for regression analysis, 297–299

Microsoft Forecaster, 344, 347–348

Millipore, 340

Mixed (semivariable) costs, 120–123

Mix variances, 159–169, 176–178

Modeling. See Financial modeling

Modified accrual method, 467, 469

Motivation, budgets as, 22–23

Moving averages, 278, 279–281

Naive models, 277–279

Narrative reports, 46

Net present value (NPV), 361–367

Noncontrollable costs, 429

Noncontrollable investments, 431

Nondiscretionary projects, 377

Nonfinancial managers:

decisions made by, 346

in profit planning, 83–85

Nonmanufacturing activities:

salary expenses for, 239–240

variance analysis for, 178–179

Nonmanufacturing costs (operating

expenses), 191

Nonprofit organizations, 463–486. See

also Service businesses/organizations

Balanced Scorecard for, 447

break-even and contribution margin

analysis, 72–73

budget adaptability, 479

budgetary control in, 474–476

budget development in, 470–472

budgeting revenue in, 472–473

budget participants in, 479–480

capital budgeting for, 386–388

colleges and universities, 483–484

defined, 485

divisional performance appraisal, 430

effectiveness and control measures for,

475

encumbrances of, 474

forecasting for, 269

functional or program reporting, 479

funds for, 465–466

government budgets and accounting

bases, 468–470

organizational structure of, 476–478

planning for, 465

professional organizations, 484–485

record keeping and reporting for,

466–468

types of, 463

voluntary hospitals, 480–482

Non–value-added activities, 399

Nordea, 340

Not-for-profit organizations, 191

Nucor Corporation, 8

Objectives:

long-term, 30–31

for nonprofits, 466, 474

in planning, 29

in profit planning, 82–83

in short-term planning, 35

in strategic plans, 30

Objective-task method, 212–216

Olive Garden, 92

Operating budgets, 6

in master budget, 95–96

for nonprofit organizations, 470, 471
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Operating expenses, 191

Operating plan, 81

Operating risk, 61

Operational plans, 39

Optimization models, 316

Organizational structure (nonprofits),

476–478

Overhead, for hotels, 459

Overhead variances, 149–159

Oxiteno, 448–451

Packaging costs, 220

Participative budgeting, 13–14

Payback period, 358–360

Payback reciprocal, 360

Percentage of sales or profit method, 212

Performance evaluation. See also Variance

analysis

for divisions (see Divisional

performance)

for managers, 420–421

for segments, 420

for subordinates, 52

Performance Management Association

(PMA), 443

Performance measures:

divisional (see Divisional performance)

in strategic planning, 43

in zero-base budgeting, 413

Performance reports, 52, 53

marketing, 180–185

in variance analysis, 186–188

Performance variables, 321

Periodic reports, 47

Perpetual budgets. See Rolling

(continuous) budgets

PERT. See Program Evaluation and

Review Technique (PERT)

Plan administration, 38

Planning. See also Strategic planning

budgeting as, 30

budgets in, 4–5

in Capstone simulations, 490–492

goals/objectives in, 29–31

long-range, 30

mixed costs in, 120

for nonprofit organizations, 465

of policies, 30

for research and development,

224–225

for service businesses/organizations,

453–454

Planning variances, 136

Policy variables, 320

Postaudit project review, 385–386, 387

Practical standards, 135

Prediction interval, 295–296

Preference decisions, 352

Price variances:

cost, 138

materials, 139–145

overhead, 149–153

sales, 136–138

Prioritization:

in nonprofit budgeting, 465

with profitability index, 367–372

with zero-base budgeting (ZBB),

411–418

Probabilistic budgets, 11, 339–341

Probabilistic models, 316

Probabilities, 31–32

Probability distributions, 388–389

Probability trees, 389–391

Problems, in profit planning, 88–89

Production budgets, 101–102

for manufacturing, 193

for service businesses/organizations,

459

Production variances, 152–153, 154

Productivity reports, 454

Product-level costs/drivers, 397, 400

Product life cycle, 225

Professional nonprofit organizations,

484–485

Profitability accounting, 421, 424

Profitability index, 367–372

Profit budgets, 38

Profit centers, 427–430

Profit plan, 5, 79–80

Profit planning, 38–39, 79–94

alternatives in, 85–86

analysis in, 89–90
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assumptions in, 85

contribution margin analysis in, 77

control, evaluation, and analysis in,

89–90

coordination of, 88

financial modeling for, 315–328

goal congruence in, 82

illustrations of, 90–94

internal controls in, 90

nonfinancial managers in, 83–85

objectives in, 82–83

personnel participation in, 87–88

problems in, 88–89

profit targets, 82

and responsibility of managers, 87

scheduling in, 88

and subordinates’ responsibilities, 88

Profit targets, 82

Profit variance, 169–176

Profit-volume (P-V) chart, 62

Program budgets, 9, 227, 416–418

Program evaluation and review technique

(PERT), 418

Program reporting, 479

Program structure (nonprofits), 477–478

Project budgets, 416–418

Projection models, 278

Project performance appraisal, 385–386

P-V chart. See Profit-volume (P-V) chart

Qualitative forecasting, 270, 272–274

Quantitative forecasting, 277–288

naive models, 277–279

regression analysis, 289–300

smoothing techniques, 279–288

Quantitative measures, 441

Quantity variances:

cost, 138

materials, 139

Ranking index. See Profitability index

Ranking proposals, in zero-base

budgeting, 415–416

Real options, 379

Record keeping:

in government accounting, 469

for nonprofit organizations, 466–468

Recursive models, 323–324

Regression analysis, 123–124, 289–300

for cash flow forecasting, 303–307

in Excel, 297–299

least-squares method, 289–293

statistics used with, 293–297

Relevant costs, 335

Repairs, 252

Replacement costs, 432

Reports:

for administering budgets, 41, 42

advance, 47

budget, 42, 46–49, 209

capital expenditures, 256–258,

260–265

control, 46

exception, 46

flash, 47

functional or program, 479

information, 46

long-term, 45

narrative, 46

for nonprofit organizations, 466–468

periodic, 47

productivity, 454

program, 479

residual income, 439

short-term, 46

special, 47–49

Required rate of return, 373

Research and development (R&D),

223–235

analysis and evaluation of, 231–232

budget examples, 227–231

budget for, 226–231

control over, 232–234

coordination of, 231

costs, direct and indirect, 224

defined, 223, 235

funding level, 225–226

planning for, 224–225

project status report, 233–234

risk in, 235

Residual income, 436–439

Responsibility accounting, 421, 424
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Responsibility centers/units, 14, 30,

421–422, 471

Restricted funds, 475

Return on investment (ROI):

for capital expenditures, 243

for divisions, 432–436

for research and development (R&D),

223

Revenue centers, 422, 425

Revenues:

cash basis method for, 467

of government agencies, 469–470

modified accrual method for, 467, 469

in nonprofit organizations, 464,

470–472, 472–473

in professional service firms, 484–485

sources-of-revenue statement, 98–99

in voluntary hospitals, 480–482

Reviews:

of budgets, 3

postaudit, for projects, 385–386, 387

Revision of budgets, 17–19

for capital expenditures, 258–259

in strategic planning, 41–43

Risk:

in capital budgeting, 388–391

in nonprofits, 477

operating, 61, 64

in research and development (R&D),

235

ROI. See Return on investment (ROI)

Rolling (continuous) budgets, 11, 19,

333, 334, 337–339

Salaries, budgeting, 181–182

Sales analysis, 84

Sales budgets, 99–100

for hotels, 456–457

for manufacturing, 192–193

for service businesses/organizations,

460

Sales division, organization of, 203–204

Sales effort analysis, 84

Sales-force polling, 273

Sales forecasts, 267, 268

Sales mix, 66

Sales mix analysis, 66–73

Sales mix variance, 170, 171

Sales personnel performance, 180–181

Salesperson variances, 182–184

Sales planning, 96–99

Sales promotion budgets, 203–204

Sales quantity variance, 171–172

Sales value, 314

Sales variances, 136–138

Sales volume variance, 173–174,

176–177

Scattergraph, 292

Scheduling, in profit planning, 88

Schwarzenegger, Arnold, 480

Screening decisions, 351

Self-imposed budgeting, 13–14

Selling and administrative expense

budgets, 107–108, 460

Selling expenses:

in marketing budgets, 205–209,

210

variances in, 179–180

Semivariable costs, 120–123

Sensitivity analysis, 21, 330, 333, 389

Service businesses/organizations. See also

Nonprofit organizations

airlines, 456

budgeting for, 453–461

forecasting for, 269

hotels, 456–460

professional service firms, 455

sales mix analysis for, 69–72

variance analysis for, 178–179

Short-term budgets, 1

Short-term plans, in strategic planning,

35, 36

Short-term reports, 46

Simple projection models, 277

Simulation:

in capital budgeting, 389

with Capstone, 488–504

management games vs., 487

Simulation models, 316

Simultaneous models, 324

Single standard approach to ranking, 415

Small Business Administration (SBA), 402
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Smoothing techniques, 279–288

Software, 329–349

budgeting and planning, 329,

341–346, 347

Budget Maestro, 329, 343–344,

347–348

BusinessObjects Budgeting XI,

345–346

for cash flow forecasting, 311–314

e-budgeting, 346–348

exponential smoothing with, 284–288

Host Budget, 344–345

latest generation of, 346–347

Microsoft Excel, 297–299

Microsoft Forecaster, 344

for sensitivity analysis, 21

spreadsheets, 330–341

Sources-of-revenue statement, 98–99

Special assessment fund, 466

Special capital expenditure, 245, 259

Special reports, 47–49

Special revenue fund, 466

Spending variances, 154

Spreadsheets. See also Microsoft Excel

break-even chart in, 61, 62

developing a master plan with, 114

for internal rate of return (IRR)

calculations, 376

for master budgeting, 114

potential errors with, 313–314

profit-volume chart in, 62

Standard bill of materials, 139

Standard costs, 131

Standard error of the estimate, 294–296

Standard error of the regression

coefficient, 296–297

Standards, in variance analysis, 131–136

advantages of, 133–134

setting of, 134–136

types of, 135–136

Staples, 90

State Farm Insurance, 92

Statement of purpose, 465

Static (fixed) budgets, 6–7, 11, 125–130

Statistics, with regression analysis,

293–297

Step-function costs, 74–75

Strategic budgets, 10

Strategic planning, 29–44

and accuracy of budgets, 40–41

analysis in, 89–90

budgeting in, 31–34

and budget process, 40

and budget revision, 41–43

contingency planning in, 40

control and analysis in, 43

defined, 34–36

departmental budgets in, 40

development plan in, 39

long-term plans in, 36–37

operational plans in, 39

performance measures in, 43

profit plan in, 38–39

reports in, 41, 42

short-term plans in, 36

Stretch budgets, 10

Summary statistics, 341

Supplemental budgets, 9

Surveys, 274

Target budgets, 10

Target income volume determination, 63

Targets:

income volume, 63

profit, 82

setting, 23

stretch, 10

Taxes:

and capital budgeting decisions, 353

income, 63–64

and nonprofits, 480

T-distribution table, 513

Teach for America (TFA), 447

Time-adjusted rate of return. See Internal

rate of return (IRR)

Time periods:

for budgets, 1, 38

for long-term plans, 37

payback, 186, 358–360

for plans, 38

for rolling budgets, 15

for short-term plans, 39
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Tolerance ranges, 132

Top-down budgeting, 13–15

Top-line growth andmanagement, 98–99

Toyota, 408

Traditional income statement, 59

Transfer price, 426

Transultra, 449

Travel and entertainment expenses,

220–221

Trust and agency fund, 466

T-statistic, 296–297

Ultragaz, 449

Unit-level costs/drivers, 397, 400

Unit sales method, 212

Universities, forecasting for, 269

Unrestricted funds, 481

Up Your Cash Flow, 334

Value-added activities, 399

Value analysis, 43

Value chain, 403

Value tables, 505–509

Variable costs, 120, 121, 181

Variable overhead variances, 149–150

Variables, for financial models, 320–321

Variance analysis, 131–189

for administrative expenses, 185–186

for capital expenditures, 186

for cash flow forecasting, 309–311

cost variance, 138

interrelationship of variances, 159

labor variances, 145–148

for marketing performance evaluation,

179–185

material variances, 139–145

mix variances, 159–169, 176–178

nonmanufacturing activities, 178–179

overhead variances, 149–159

planning variance, 136

profit variance, 169–176

reports of, 178–179, 186–188,

475–476

sales variance, 136–138

standard setting for, 134–136

usefulness of, 133–134

Volatility, economic, 337

Volume (production) variances,

152–153, 154

Voluntary hospitals, 480–482

Voting approach to ranking, 415

Warehousing cost variances, 184–185

Web-based budgeting, 22, 344,

347–348

What-if models, 316

Whole-life costing, 404–407

Worksheets

budget, 47

for nonprofits, 471

Yield management systems, 456

Yield variances, 159–161

labor, 168–169

material, 165–168

Zero-base budgeting (ZBB), 411–418

activity units in, 413–414

decision packages in, 414–416

effects of, 413

process for, 412

project (program) budgets,

416–418

ranking proposals in, 415–416

Zero-one (mathematical) programming,

371–372
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