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Abstract 
 Budgets are formal, quantitative plans of action. They can be prepared for an organization as a whole or for any element of the 

organization. Essentially, the budget quantifies management’s expectations of future levels of income, financial position, and cash 

flows after considering not only the direction the company is taking but also the economic environment in which it operates. The 

master budget, discussed in detail in this paper, is a summary of all the objectives and goals of all the various subunits of the company. 

These goals or targets, which include desired levels for items such as sales, production, selling, financing, and administrative expenses, 

result in a budgeted income statement, balance sheet, and statement of cash flows. The organization’s goals for the future and plans for 

achieving them are captured by the master budget. 
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