
Creating a cash flow budget begins with forecasting, in which estimates of future cash inflows 

and outflows are made based on historical data and other relevant information. These 

estimates are then used to create a budget reviewed and approved by management. 

Once approved, the budget is used as a benchmark against actual cash flow. This allows 

organizations to identify variances between actual and budgeted results and take corrective 

action if necessary. 

Cash flow budgets are essential for organizations because they help ensure they have enough 

cash to meet their short-term obligations. They also provide a framework for financial decision-

making and help organizations to achieve their financial goals. 

 

Master Budgets 

A master budget is a comprehensive financial plan that includes all aspects of a company's 

operations. It is a detailed projection of the company's economic activities for a specific period, 

usually one year. The master budget is made up of several smaller budgets, including the 

operating budget, the capital budget, and the cash budget. The master budget is essential for a 

company because it helps management to plan for the future and make informed decisions. It 

also provides a benchmark against which actual results can be compared. 

 

Zero-Based Budgeting 

Zero-based budgeting is a method in which all expenses must be justified for each new period. 

The budget is built from scratch to keep the costs as low as possible. All prices are analyzed, 

and their relevance and necessity are evaluated. This approach helps to identify and eliminate 

unnecessary expenses, which can ultimately result in cost savings for the company. 

 

Performance Budgeting 

Performance budgeting is a method that focuses on measuring the performance of a company's 

programs and activities. This type of budgeting is used to determine how well a company is 

achieving its goals and objectives. It is also used to identify areas where improvements can be 

made. Performance budgeting helps companies to be more efficient and effective by aligning 

their resources with their strategic goals. 
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