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Abstract
The significant role of budget as a vital part of accounting and financial management system based on financial ethics of good practice will be discussed in this report. These are linked to organisational planning and decision making, assessment of performances and sustainability. The study highlights the problems such as budget planning, forecasting accuracy, cost management, allocation of resources and ethical behaviour of finances in the current times in the organisations.
The analysis is important because it shows the value of budgeting as a tool which can be used to set financial objectives, to organise business activities and can be used to monitor the performance. In the dynamic environment, faced by businesses, the accuracy of forecasts is seen as very important to make the best decisions possible and therefore, less uncertainty. Hence, the need to control costs to improve an organisation's profitability and effectiveness at using resources. Besides, accounting and finance is also an important role in the allocation of resources which provide assistance in the decision making in investments and measure resources' performance.
Also included is a consideration of ethical issues including earnings manipulation, financial misreporting, overreaching and lack of transparency. Results show that good ethics and governance procedures are crucial for good financial reporting quality and trust of stakeholders. To summarise, proper budgeting, cost control and proper cost forecasting and ethical financial management is essential to the success of an Organisation, sustainable performance and the creation of value for the stakeholders in the long-term.
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1.0 Introduction
[bookmark: _yv5m13mb7bi2][bookmark: _Toc230419199]1.1 Background to Accounting and Financial Management
The accounting and financial management are basic operations that relate to the planning, control and decision making in organisations. Accounting is more than just the measurement and recording of financial transactions, it's also a structured process that can be used to uncover, measure, report, and analyse financial information so that stakeholders can determine an organisation's financial position and performance. Financial Management is dealing with effective obtaining, managing and using financial resources to accomplish the goals of the organization. Hansen et al., (2003) stated that budgeting and management control systems are needed to set up a frame for planning activities and checking performance against strategic goals. Additionally, financial information is an important foundation for the assessment of performance, resources allocation and managerial decision-making that ensures organisational effectiveness and value creation in the future (Merchant and Van der Stede, 2007).
[bookmark: _xtkf3l5yewrl][bookmark: _Toc230419200]1.2 Importance of Budgeting and Cost Control
Organisations have objectives and to reach them all, they must be assisted through (dollar) admission or budgeting and cost control. Budgeting is an important aid for strategic planning as it facilitates the setting of finance targets and carrying out other organisational activities in line with the agreed targets (Homauni et al., 2023). Another advantage of good budgetary controls is allowing the company to optimise the use of available resources through effective distribution of funds for various departments and projects (Mahroqi 2021). Furthermore, the effective management of cost enables organisations to reduce waste, control costs and enhance operational efficiency, which will eventually boost the organisation's profits and performance in general (Mutya, 2018).
[bookmark: _22s7xrp6yxt7][bookmark: _Toc230419201]1.3 Ethical Financial Management
Good financial management practices are crucial for organisational reporting and decision-making and for ensuring transparency, accountability, and trust. Transparent financial disclosure allows stakeholders to make accurate measurements of organisational performance and boost investor confidence in the financial information (Achim et al., 2010). Additionally, ethical considerations in financial reporting can impact the decisions made by financial reporting managers, promoting responsible behavior and taking into account the interests of other stakeholders (Coram et al., 2024). Also, effective corporate governance systems will reduce the presence of unethical activities and improve financial information quality and credibility (Chemmaa et al., 2025).
[bookmark: _z1n4bxkd8pp5][bookmark: _Toc230419202]1.4 Aim of the Study
To examine how budgeting, cost control and good financial practice can be used for enhancing these organisational performance and financial sustainability and to understand the importance of its role.
[bookmark: _bddvywc0b1mp][bookmark: _Toc230419203]1.5 Research Objectives
· To analyse and discuss budgeting and forecasting processes for enhancing the effectiveness in organisational planning.
· To assess variance analysis and ways to control costs and improve efficiency.
· To conduct modelling and interpreting accounting and finance data for resource allocation decision.
· To examine instances of ethical issues related to financial reporting and financial governance.
· To recommend good practice for responsible/sustainable financial management.
[bookmark: _qhdza31irjyq][bookmark: _Toc230419204]2.0 Literature Review
[bookmark: _ftlitbwtf1c1][bookmark: _Toc230419205]2.1 Budgeting and Forecasting
[bookmark: _x7k4shd1to1h][bookmark: _Toc230419206]2.1.1 Concept of Budgeting
Budgets are plans of expected future income and expenditure and resources required for a given period. It is a key management tool which helps to break down what the organisation wants to do into financial targets and the activities it will take. Budgeting can have two roles as a planning and control mechanism because it sets expectations and can be used to measure results in relation to the expectation (Otley and Van der Stede 2003). The traditional budgeting system is commonly employed for coordination of the departments and allocation of resources as well as for managerial accountability. But these programs are not always effective, as they have to be based on solid assumptions and time-specific assessments (Homauni et al., 2023).
[bookmark: _efoyost25t2w][bookmark: _Toc230419207]2.1.2 Types of Budgets
There are many different types of budgets that can be used to manage financial resources and financial activities in an organisation. Operating budgets are geared towards expected revenues and expenses in daily activities of the business while cash budgets are based on the expected availability & utilization of cash for sustaining the liquidity of the business. Capital expenditure budgets are used to make long-term investment decisions relating to assets and infrastructure while, flexible budgets can change budgeted amounts based on changes in activity or operating conditions (Hansen et al., 2003). These budgeting tools enables financial control, resource allocation and organisational performance management functions in various functional areas (Homauni et al., 2023).
[bookmark: _p92f66njz2e0][bookmark: _Toc230419208]2.1.3 Beyond Budgeting Perspective
While traditional budgets are structured and organized, they can be time consuming and inflexible to the dynamic nature of the business, which is why they are criticized. Hope and Fraser (2003) believe that beyond budgeting is a management style characterized by adaptive management systems, decentralised decision-making and ongoing planning processes that will enable organisations to be ready for uncertainty and change in the marketplace. Likewise, Libby and Lindsay (2010) state that many organisations now are adopting flexible performance management practices and rolling forecasts, as an alternative to the traditional budgeting system. For instance, Unilever has transferred to rolling forecasts and integrated planning systems, which are helping it to improve its demand forecasting, inventory optimisation, and decision-making. Moreover, precise forecasting can aid in making informed decisions, optimising resource allocation, and ultimately shaping the overall performance and innovation outcomes of the organisation (Ibrahim et al., 2025; Zeng, Liu, and Zhang, 2023).
[bookmark: _xyo2u1uwuudy][bookmark: _Toc230419209]2.2 Variance Analysis
[bookmark: _2k0navstd1tp][bookmark: _Toc230419210]2.2.1 Meaning of Variance Analysis
Variance analysis is a type of management accounting method which compares actual financial and operational results with those that are budgeted or planned. It can help an organisation to understand when things are going wrong and what is the level of achievement in comparison with the objective. Mahroqi (2021) notes that variance analysis is a crucial aspect of budgetary control as it gives the information to determine the organisational performance and areas that need the attention of the managers.
[bookmark: _2oghff3xgcg0][bookmark: _Toc230419211]2.2.2 Types of Variances
Variance analysis can be done in many ways such as material variance, labour variance, sales variance, overhead variance etc. These variances enable management to find the root causes of cost deviations, productivity, revenue variations and operational inefficiencies that should be addressed for effective performance measurement & control (Merchant and Van der Stede, 2007).
[bookmark: _upmyjcld8xkq][bookmark: _Toc230419212]2.2.3 Importance of Variance Analysis
Variance analysis adds impetus to budgetary control by uncovering the deviations from the budgets that will allow the manager to take corrective action and ensures manager accountability in a timely manner (Lim, 2025). At Toyota, for instance, the variance analysis is one of the methods adopted as a component of its lean production system for the continuous monitoring of production costs, even reducing wastes, thereby making the production more efficient.
[bookmark: _xqq0rqmcgpvt][bookmark: _Toc230419213]2.3 Cost Control and Cost Management
[bookmark: _hxm3iun2co29][bookmark: _Toc230419214]2.3.1 Concept of Cost Control
Cost control involves tracking, managing and minimizing the spending of an organization in a way that the operations are efficient and within the planned costs. It lowers costs, makes cuts and monitors spending, too, ensuring that impulsive spending doesn't reduce profitability. Appropriate cost control helps to ensure that organisations make the best use of their resource based on the desired quality of the products and effective operations (Mutya, 2018).
[bookmark: _6bjd57cua5gs][bookmark: _Toc230419215]2.3.2 Cost Classification
Knowing the behaviour of costs is vital to good cost management. There's a typical classification of costs: fixed, variable and semi-variable. Fixed costs don't change with production levels and variable costs vary as the volume of production varies and semi-variable costs have both fixed and variable costs. This classification is useful to managers for predicting costs, budgeting and decision-making in running the business (Mutya, 2018).
[bookmark: _380k490q57j][bookmark: _Toc230419216]2.3.3 Cost Control Techniques
Some of the ways organisations try to improve cost management are via standard costing, Activity-Based Costing (ABC), Time-Driven Activity-Based Costing (TDABC), benchmarking and continuous improvement. The benefits to the decision making process as a result of the improved cost accuracy from TDABC include more realistic costs based on the time needed to complete the activities (Kaplan and Anderson, 2004). Operation efficiency, accompanied with cost reduction is served by continuous improvement approaches as well (Mutya, 2018). An example of that is Toyota because they have adopted Kaizen costing and lean manufacturing principles in order to reduce waste, boost productivity and maintain cost efficiency in the production process.
[bookmark: _4uazmknpiot][bookmark: _Toc230419217]2.4 Accounting and Finance in Resource Allocation and Performance Evaluation
[bookmark: _bcehv07ae3fj][bookmark: _Toc230419218]2.4.1 Resource Allocation
Contributes to allocation of organisational resources as accounting and finance are a key element of planning and decision-making to ensure the efficient use of scarce resources. Information from financial analysis is used to help make decisions on what to invest in, and to assess likely costs, benefits and risks of different investment proposals. However, effective resource allocation can help ensure that the money you're spending is used in ways that benefit your organisation more and help you achieve long-term goals (Bchennaty et al., 2024). Management control systems also support and coordinate resources and invest in accordance to strategic priorities (Merchant and Van der Stede, 2007).
[bookmark: _c3bxu0jbreud][bookmark: _Toc230419219]2.4.2 Performance Evaluation
In the financial performance evaluation, the key performance indicators (KPIs) are Return on Investment (ROI) and Return on Capital Employed (ROCE) used to measure the effectiveness of an organisation Merchant and Van der Stede, (2007). Further, participative performance management practices are found to be beneficial in improving managerial outcomes and the success of the organisation (Alhasnawi, Baird and Su, 2023). For instance, Amazon shows this in its capacity to invest in resources through data-driven choices, prioritise investments, and track performance indicators.
[bookmark: _1b6jq97l12g8][bookmark: _Toc230419220]2.5 Ethical Issues in Accounting and Finance
[bookmark: _ake1namr2xv0][bookmark: _Toc230419221]2.5.1 Earnings Management
One definition of earnings management is the intentional manipulation of accounting estimates and reporting options to manage the financial results reported. Examples consist of income smoothing in which managers try to manage fluctuations in their company's earnings from period to period. Excessive earnings management as in the situation presented by Achim, Borlea and Mare (2010) can lead to lower financial reporting quality and reliability. Likewise, the study of Hasanuddin et al (2022) revealed that there was a negative relationship between earnings management and earnings quality and stakeholders' confidence. Additionally, Cai (2025) discusses financial asset accounting treatments that can provide opportunities to manage earnings.
[bookmark: _ulovknhe7ykp][bookmark: _Toc230419222]2.5.2 Corporate Governance and Ethics
Transparency, accountability and quality financial reporting are important to good corporate governance and ethical behaviour. Good governance arrangements, such as independent boards and audit committees, provide good oversight over management and minimise opportunities for management to act in an unethical way. Chemmaa et al. (2025) highlights that good governance structure is significant to curb earnings management practice. Organisational goals and the interests of other stakeholders are also affected by ethical decision-making on the part of managers. Coram et al. (2024) implies that ethical aspect is one of the factors that influence managerial decisions in regard to financial reporting decisions.
[bookmark: _mcyeuja2kbe][bookmark: _Toc230419223]2.5.3 Consequences of Unethical Practices
Organisations and stakeholders are liable to significant repercussions if financial practices are unethical. Industry fraud can lead investors to be misled and can be used to manipulate decision-making and confidence in the financial markets. According to Arifah (2024), the short term earnings manipulation may lead to unethical financial behavior and lessening the integrity of reporting system. Organisations engaging in such unethical activities are also likely to suffer damage to their reputation, a loss of investor confidence and financial losses. Preg球id et al. (2007) propose that poor governance and incentive mechanisms can make earnings easier to manipulate, thus subjecting the firm to regulatory action and potentially cause harm to the firm in the long-term.
[bookmark: _kn9t5wyk66qd][bookmark: _Toc230419224]3.0 Methodology
[bookmark: _nj3wdhw6zl42][bookmark: _Toc230419225]3.1 Research Philosophy
This study takes the qualitative research approach as the philosophy of the research due to the fact that qualitative research seeks to gain an understanding of the role of budgeting, cost control and ethics in financial management in organisation performance. Qualitative approach is suitable as it helps to have rich knowledge about the concepts of accounting and finance by analysing the various works in the written literature, professional studies and evidence in the organizations. This approach allows the investigation of how budgeting practices, financial control mechanisms, resource allocation decisions and ethics are related in various contexts.
[bookmark: _pw5lvo9avdux][bookmark: _Toc230419226]3.2 Research Design
The study is a secondary research type which involves analysis of secondary or available sources. This study had used secondary research since they enable the researcher to gain access to vast of theoretical and evidences in empirical studies from various industries and organisation sectors. Data sources include peer-reviewed journal articles, professional accounting and finance articles, corporate reports, and academic books. These provide reliable information regarding financial management techniques, budgetary systems and methods of performance evaluation and ethical financial management.
[bookmark: _xk3pt1js6q2p][bookmark: _Toc230419227]3.3 Data Collection
Data collected comprehensively, which the relevant research was reviewed from scholars related to accounting and financial management.  Major references are Geoghan et al. (2023) in the area of Budgeting systems, Ibrahim et al. (2025) in regards to Forecasting accuracy & organisational performance, Chemmaa et al. (2025) with respect to Earning management & corporate governance and Kaplan and Anderson (2004) on Time activity Based Costing. Further literature was identified to address theoretical and practical aspects of financial decision making, and ethics.
[bookmark: _c7aiqrpq60dt][bookmark: _Toc230419228]3.4 Data Analysis
Thematic analysis was used to analyse the information collected. This approach was to be derived from data by the study of repetition and similarity of themes and patterns found in literature. The key topics covered were budgeting and forecasting, cost control/cost management, resource allocation and performance evaluation and ethical issues in accounting and finance. Thematic analysis helped to systematically compare the findings of the different studies and helped in forming comprehensive conclusions.
[bookmark: _nbudwkoc9141][bookmark: _Toc230419229]3.5 Limitations
This study is constrained in the fact that secondary data sources have been used and the cannons of primary data collection that is through interviews and surveys has not been used. Thus, the extent and nature of the literature that forms the basis for findings will affect the extent and nature of findings and therefore may not represent current practices in every organisation.
[bookmark: _doqz8s9ychwl][bookmark: _Toc230419230]4.0 Findings and Analysis
[bookmark: _rwjt7uhm1k30][bookmark: _Toc230419231]4.1 Importance of Budgeting and Forecasting
The results reveal that budgeting and forecasting is indeed one of the basic concepts of good organizational management. Budgeting also helps with financial planning, identifying amounts set aside for revenues, expenditures and working activities, and ensuring a framework to accomplish strategic objectives. Homauni et al. (2023) discovered that budgeting facilitates better and effective resource allocation as financial resources are allocated based on the needs of the organisation and its operational requirement as well as organisational priorities. Additionally, budgeting provides a boost to the organisation by coordinating the activities of the departments with the objectives of the companies.
Forecasting can be used in conjunction with budgeting to offer a best guess estimate of the future financial and operational situation. Correct forecasting helps the manager to predict changes in the market, the effective allocation of resources and minimisation of risk in decision making. According to Ibrahim et al., (2025) budgeting and forecasting data with a high level of accuracy greatly shape the performance of organisations since it can increase the quality of the planning process and managerial decision-making. In the same way, Zeng et al. (2023) propose that the importance of innovation performance could be influenced by the management of budgets as it helps to prevent role ambiguity amongst managers and enables them to plan proactively. For instance, Microsoft uses advanced predictive models for long-term investing in cloud computing and AI technologies. Strategic forecasting helps the company to anticipate the market demand in the future, steer the finances efficiently, and remain competitive in the ever-changing tech industry.
[bookmark: _36r404vogydv][bookmark: _Toc230419232]4.2 Cost Control and Organisational Performance
The analysis shows that cost control is an important parameter in the organization to permanently maximize performance by curbing unproductive spending and increase effectiveness. Good cost management processes enable organisations to manage their spending and control costs, while also helping to identify areas for improvement and reduce costs that could negatively impact profitability. Mutya (2018) states that organisations that actively work at cost control, have better chances of obtaining monetary balance and a competitive advantage.
Another factor that is also conducive to improving productivity is cost control, as it helps ensure efficient use of resources and a reduction in waste. Management can use standard costing, benchmarking and activity-based costing, among other techniques, to provide management with detailed cost information used to make informed decisions. According to Kaplan and Anderson (2004), the Time-Driven Activity Based Costing helps to improve the accuracy of costs measurement as it allocates costs on the basis of time consumed by activities which allows organisations to look for more efficient opportunities.
Walmart gives an excellent case in point of successful cost control. The company uses high-quality inventory management, decreasing supply motions and purchases efficiency to achieve its everyday low price plan. Walmart will be able to continuously monitor logistics and inventory costs, optimising waste and operational efficiency, while ensuring competitive prices without negatively impacting profitability.
[bookmark: _3bq0b3bl41dk][bookmark: _Toc230419233]4.3 Resource Allocation and Performance Evaluation
The results show that the accounting and finance function is a core function in the proper allocation of resources and evaluation of organisational performance. Financial information can help with investment appraisal and capital budgeting decisions, to evaluate the potential future profits and risks of alternative investments. The strategic allocation of resources has a direct impact on financial performance given that resources are allocated to activities of the highest value, per Bchennaty et al (2024).
One of the other significant roles of accounting systems is the performance evaluation. The efficacy of an organization can be obtained by various financial aspects like ROI, ROCE, Profitability Ratios and Budget performance measures. Merchant and Van der Stede (2007) assert that management control system is a tool used for measuring the performance of an organisation because of its connection between the goals of an organisation and its measurable results. Moreover, Alhasnawi, Baird and Su (2023) reported that participative budgeting plays significant roles in improving managerial performance in terms of commitment, motivation and accountability.
Apple practices good use of resources based on the capital management strategies they have in place. It is focused on enhancing its offering of products, services and technology and sustaining a research and development investment programme alongside its shareholder return initiatives via dividends and share buy-backs. These decisions relate to the financial analysis they perform to optimize resources and facilitate their organization to grow into the future.
[bookmark: _hs9fvlqy1m48][bookmark: _Toc230419234]4.4 Ethical Challenges in Accounting and Finance
Results show that issues of ethics are still a major issue in accounting and financial management. Earning manipulation is one of the more common ethic problems, which refers to the changes in the accounting estimates and reporting practices to be made to arrive at a desired presentation of the finances. Former Enron Corp. is an example of aggressive revenue recognition and other methods of earnings management and how they can ruin a firm. It is noted from the studies of Achim, Borlea and Mare (2010) and Hasanuddin et al. (2022) that earnings manipulation can lead to biased and unreliable financial information and highlighting the importance of governance mechanism in minimising earnings manipulation from Chemmaa et al. (2025).
Another major ethical issue is the financial reporting. The issue with the WorldCom was a case in point for how improperly applied accounting treatments can make huge differences when it comes to the financial statements and the statements end up misleading investors (Achim et al., 2010). Tax avoidance can also pose an ethical question for instance where organisations try to avoid tax by exploiting loopholes in the law. The controversy has brought to light the differences in understanding about corporate responsibility and ethical financial behaviour (Coram et al., 2024).
The other financial risk is when there is over-leveraging, which, in the context of the current global financial crisis, brought down Lehmann Brothers, for instance. Arifah (2024), states that while some financial risks are acceptable, high-risk taking and focusing on the short term can lead to unethical financial behaviours. Satyam Computer Services is another example of the effects of lack of transparency and its governance lapses. According to Chemmaa et al. (2025) and Malwa et al. (2025), inadequate monitoring and control systems can make it easier for these professionals to engage in financial misconduct, which can lead to reputational harm, fines, and loss of stakeholder trust.
[bookmark: _gcxjgl8l1l11][bookmark: _Toc230419235]5.0 Discussion
[bookmark: _k2nwwxbgp0i9][bookmark: _Toc230419236]5.1 Relationship Between Budgeting and Performance
The results indicate the importance of budgeting for the organisational performance in terms of strategic alignment and coordinated decision making. Budgets provide a way of turning organisational goals into something tangible that can be measured and managers can keep track of goals and allocate resources accordingly. But the greatest success for budgeting lies on the shoulders of employees when they are involved in the budgeting process. Alhasnawi, Baird and Su (2023) revealed that, budget participation results in higher managers' motivational and commitment levels and psychological capital which, in turn, leads to higher performance. Likewise, Zeng, Liu and Zhang (2023) postulate that interactive budget setting fosters effective communication and innovation drives, in range of other factors, to lower role ambiguity and increase the responsiveness of the organisation.
[bookmark: _bxl3huimxqi5][bookmark: _Toc230419237]5.2 Cost Control as a Competitive Advantage
Cost control is one of the most vital parts of being competitively superior since it has an immediate impact on the profitability and operation efficiency. Routes that thriving at cost management can keep the operating cost lower and still maintain the quality of the product and have the price significant to the customer. Mutya (2018) points out that the ongoing monitor of cost is beneficial to productivity and financial performance. In addition, more sophisticated costing methods, like Time-Driven Activity-Based Costing, offer better cost information, helping managers to run down their cost drivers and drive efficiency improvements into their processes (Kaplan, Anderson, 2004). Therefore, good cost control paves the way to cost leadership and to a successful company.
[bookmark: _jpfhz4h25bc0][bookmark: _Toc230419238]5.3 Resource Allocation and Financial Sustainability
Effective allocation of resources is crucial to financial sustainability and value creation in the long-term. The accounting/economic activities supply the information that is needed to assess investment opportunities and provide information about which projects should be ranked first, or have a higher profitability relative to other activities. Strategic control being effective helps to optimise the use of financial resources and ensures that investments are directed towards achieving the organisation's goals which leads to better financial performance (Bchennaty et al., 2024). Hence, a financial plan ensures that organisations can allocate a portion of their financial resources towards both immediate and future opportunities.
[bookmark: _3je1go40k90h][bookmark: _Toc230419239]5.4 Ethical Financial Management and Stakeholder Trust
With its distinctive focus on promoting transparency, accountability and quality of financial reporting, ethical financial management enhances stakeholder trust. But organisations which have good governance are in a better position to prevent unethical behaviour and ensure integrity of reporting. Chemmaa et al., (2025) show that corporate governance can be an important mechanism mitigating the impact of earnings management, and Coram et al., (2024) explain the need for ethical issues to be considered in making financial decisions by management. Furthermore, good financial reporting provides trust and credibility on the organisation to the investors (Achim, Borlea and Mare, 2010).
[bookmark: _mvcikd45c6yn][bookmark: _Toc230419240]5.5 Lessons from Corporate Scandals
Company governance and financial control weaknesses are commonalities in the Enron, WorldCom, Lehman Brothers and Satyam cases. The aforementioned scandals were related to hijacking the earnings figures, taking undue risks, creating misleading disclosures and lack of transparency. It has been proposed by Chemmaa et al., (2025) and Mlawu et al., (2025) that weak governance structure is normally found to provide opportunities for financial misconduct. Arifah (2024) also states that factors like time urgent performance assessments can induce dishonesty. All these cases underscore the need for good internal controls, ethical management and clear reporting.
[bookmark: _35dfn08430e6][bookmark: _Toc230419241]6.0 Recommendations
[bookmark: _piq0r6b5qfv4][bookmark: _Toc230419242]6.1 Improve Budget Accuracy
They should move towards rolling forecast, scenario planning and real-time monitoring capabilities for more accurate budgeting and to be responsive towards business situations. These practices can help improve the likelihood of successful planning and result in knowledge-based decision making (Ibrahim et al., 2025; Hope and Fraser, 2003).
[bookmark: _abu77wvfazfv][bookmark: _Toc230419243]6.2 Strengthen Cost Management Systems
Increase cost visibility and better efficiency through Time-Driven Activity-Based Costing (TDABC), lean accounting, and benchmarking. These are techniques to assist in determining the cost which is precise, and continuous improvement (CI) (Kaplan et al., 2004; Mutya, 2018).
[bookmark: _kp44x4v3hmal][bookmark: _Toc230419244]6.3 Increase Budget Participation
In the preparation of budgets increased employee participation and cross-functional planning should be encouraged. Participative budgeting can enhance manager commitment and accountability, and organisational performance (Alhasnawi, Baird, and Su, 2023).
[bookmark: _4cou4ka003td][bookmark: _Toc230419245]6.4 Strengthen Governance and Ethical Controls
Independent audit committees and strong internal control systems, as well as effective whistleblower protection systems should be set up. Such steps can help minimize unethical conduct and enhance financial management (Chemmaa et al., 2025; Coram et al., 2024).
[bookmark: _ss88w1323hdi][bookmark: _Toc230419246]6.5 Improve Financial Transparency
Adopting integrated reporting along with timely financial disclosure and have better communication with the stakeholders can help enhance quality of reporting and organisational credibility. Transparent reporting practices build confidence among stakeholders, and help in ethical management of finances (Achim, Borlea and Mare, 2010; Hasanuddin et al., 2022).
[bookmark: _jzbiwppdxjk8][bookmark: _Toc230419247]7.0 Conclusion
The impact of budgeting, cost control and ethical practices in accounting on sustainability and organisational performance was examined. The analysis was carried out that highlighted important role of budget in planning and control of the organisation whereby it is able to fix financial goals, coordinate various activities and make effective use of resources. The forecasting stage proved to be effective in facilitating informed decision making by minimising uncertainties to enhance organisational response to the changing situation. By minimising waste and optimising the use of resources, cost control plays an important role in profitability and operational efficiency. In addition, it enables effective resources allocation which assists in the decision of strategic investments and sustainable value creation. Also, one of the important practices in good accounting will improve transparency and trustworthiness towards stakeholders, which is an important feature of good financial reporting. There are procedures and systems in place to minimise the risk of the manipulation of earnings or financial misreporting, and there is effective governance and ethical leadership. Responsible financial management is a key element for an organization to be successful and to have stakeholders' trust in it in today's more complex business landscape.
[bookmark: _c19mi2o7nkyt]
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	Particulars
	Budgeted Amount ($)

	Sales Revenue
	500,000

	
	

	Less: Cost of Goods Sold (COGS)
	

	Direct Materials
	120,000

	Direct Labour
	90,000

	Manufacturing Overheads
	60,000

	Total Cost of Goods Sold
	270,000

	
	

	Gross Profit
	230,000

	
	

	Operating Expenses
	

	Salaries and Wages
	60,000

	Rent Expense
	15,000

	Utilities Expense
	8,000

	Marketing and Advertising
	20,000

	Office and Administrative Expenses
	10,000

	Depreciation Expense
	12,000

	Insurance Expense
	5,000

	Maintenance Expense
	7,000

	Miscellaneous Expenses
	3,000

	Total Operating Expenses
	140,000

	
	

	Operating Profit
	90,000

	
	

	Interest Expense
	10,000

	Profit Before Tax
	80,000

	Income Tax Expense (25%)
	20,000

	Net Profit
	60,000

	Indicator
	Calculation
	Amount ($)

	Gross Profit Margin
	Gross Profit / Sales Revenue * 100
	46%

	Operating Profit Margin
	Operating Profit / Sales Revenue * 100
	18%

	Net Profit Margin
	Net Profit / Sales Revenue * 100
	12%


[bookmark: _gh1icwvurf1d][bookmark: _Toc230419251]Appendix B: Variance Analysis Table
	Particulars
	Budgeted Amount ($)
	Actual Amount ($)
	Variance ($)
	Variance Type

	Sales Revenue
	500,000
	520,000
	+20,000
	Favourable

	Direct Materials
	120,000
	130,000
	-10,000
	Unfavourable

	Direct Labour
	90,000
	85,000
	+5,000
	Favourable

	Manufacturing Overheads
	60,000
	65,000
	-5,000
	Unfavourable

	Marketing Expenses
	20,000
	18,000
	+2,000
	Favourable

	Administrative Expenses
	10,000
	12,000
	-2,000
	Unfavourable

	Utilities Expense
	8,000
	7,500
	+500
	Favourable

	Maintenance Expense
	7,000
	8,500
	-1,500
	Unfavourable

	Total Operating Expenses
	315,000
	326,000
	-11,000
	Unfavourable

	Operating Profit
	185,000
	194,000
	+9,000
	Favourable


Variance Classification Summary
	Variance Type
	Description
	Example

	Sales Variance
	Difference between budgeted and actual sales revenue
	Sales exceeded budget by $20,000

	Material Variance
	Difference in material costs from budget
	Material costs exceeded budget by $10,000

	Labour Variance
	Difference in labour costs from budget
	Labour costs were $5,000 below budget

	Overhead Variance
	Difference in indirect production costs
	Manufacturing overheads exceeded budget by $5,000

	Expense Variance
	Difference in operating expenses
	Administrative expenses exceeded budget by $2,000


[bookmark: _onyuc8z58877][bookmark: _Toc230419252]Appendix C: Cost Classification Framework
Table C1: Cost Classification Framework
	Cost Type
	Definition
	Characteristics
	Examples

	Fixed Costs
	Those costs that do not vary with the level of production or operation within a relevant range.
	Do not vary with increased production, unit cost will fall proportionately.
	The cost of factory rent, insurance, property tax, the salaries of permanent workers and offsetting the value of the buildings against the years of use or the building loan.

	Variable Costs
	Costs that change directly in proportion to the level of production or business activity.
	Cost per unit remains constant, vary in total.
	Costs of raw materials, fixed wages, packing, selling commission, transportation.

	Semi-Variable (Mixed) Costs
	Costs that include both fixed costs and variable costs.
	Partly fixed, partly depending upon activity.
	Resources costs, phones, machinery, delivery vehicles and equipment maintenance.


Table C2: Examples of Cost Behaviour
	Expense Item
	Classification
	Explanation

	Factory Rent
	Fixed Cost
	Will not change for different volumes produced.

	Direct Raw Materials
	Variable Cost
	Increases or decreases according to units produced.

	Production Workers' Wages (Piece Rate)
	Variable Cost
	Receiving wages or commission for output produced.

	Electricity Bill
	Semi-Variable Cost
	A fixed charge and usage-based charges,

	Machine Maintenance
	Semi-Variable Cost
	Maintenance based on simplicity plus additional costs based on the use of the machine.

	Administrative Salaries
	Fixed Cost
	Substantially the same for a budgetary time period.

	Sales Commission
	Variable Cost
	May be dependent on volume of sales.

	Internet Subscription
	Fixed Cost
	Flat-rate per month, no matter how much or how little you use.


Table C3: Importance of Cost Classification in Financial Management
	Purpose
	Application

	Budget Preparation
	Helps to predict expenditure and create realistic budgets.

	Cost Control
	Supports managers to keep track of expenditures and recognise opportunity for savings.

	Pricing Decisions
	Supports accurate pricing of products / services against cost structures

	Profit Planning
	Helps with break-even and profitability analysis.

	Decision-Making
	Supplies data for outsourcing, expansion and investment choices.

	Performance Evaluation
	Accommodates comparison of the cost with budget by variance analysis.


[bookmark: _3i12elet1rq0][bookmark: _Toc230419253]Appendix D: Comparison of Major Corporate Financial Scandals
	Company
	Year
	Nature of Scandal
	Key Ethical Issue
	Financial Impact
	Consequences

	Enron Corporation
	2001
	Use of special purpose entities (SPEs) to hide debt and inflate profits
	Earnings manipulation and lack of transparency
	Dynamic financial reporting of the overstated profits and billions of dollars concealed liabilities.
	Bankruptcy, loss of shareholder value, dissolution of auditor Arthur Andersen, the introduction of the Sarbanes Oxley Act (2002)

	WorldCom
	2002
	Improper capitalization of operating expenses
	Financial misreporting
	Approx. over-statement of assets by $11billion.
	Bankruptcy, criminal prosecution of executives, increased regulation

	Lehman Brothers
	2008
	Use of Repo 105 transactions to temporarily remove liabilities from balance sheets
	Excessive leverage and misleading disclosures
	Material understatement of leverage and material understatement of financial risk
	To collapse because of the global financial crisis, the extreme market turmoil, regulatory changes

	Satyam Computer Services
	2009
	Falsification of revenues, profits, and cash balances
	Fraudulent financial reporting and weak governance
	High share of cash and surplus profits of more than $1 billion.
	Loss of investor confidence and government intervention and corporate governance reforms in India
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