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Making a Budget
A Self Study Guide for Members and Staff of Agricultural Cooperatives

LESSON ONE:  Introduction

Objective:  To set the scene for following lessons.  We meet Sabu the 
manager of Unity Cooperative and are introduced to the agenda of the 
meeting in which the management committee will prepare their budget 
for a new financial year.

Unity Co-operative has about 1,000 members. They grow groundnuts and vegetables,
which they sell through the cooperative. The members can also buy fertilisers and some 
other farm supplies through their co-operative.

It is now June. The business year is coming to an end for Unity Co-operative. The year's 
trading has almost been concluded. The new "financial year" begins on 1 July.

This year everything seems to have gone according to plan.  Sabu, the manager, can 
already tell his committee that there will be a net surplus of some T$100,0001, roughly 
what they had planned.

How could Sabu know the result ahead of time?  Is he good at guessing? NO!  He was able 
to forecast a surplus because he had planned the business in advance.  Already a year ago, 
he had estimated the income and the expenditures for the coming year. Then he kept 
careful track of developments and controlled them so that everything went as planned.

This is what we mean by PLANNING AND CONTROLLING a business.

Let us see if we can learn something from Sabu and his committee by following their work 
in Unity Co-operative.
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The Budget Meeting

The committee of Unity meets regularly to discuss the business.  Today, the committee has 
one of the most important meetings of the year.  It is the budget meeting, at which the
committee will discuss the budget and the plans for the following year.

To draw up a budget means to estimate what the co-operative will earn and what it will 
spend, and to prepare a plan based on these figures.  This allows the committee to check
that spending will be balanced by earnings.  The committee and the manager want to be 
sure that there will be a surplus (not a loss!) at the end of next year.

We are going to follow the committee through this budget meeting.  Here are the major 
items for today's meeting:

Agenda:

1. Estimating the sales of produce.

2. Estimating the sales of farm supplies.

3. Estimating the running costs.

4. Completing the estimates.

                                           
1 An imaginary currency is used in this study guide to make it usable anywhere in the world.  The 
currency is called "Training dollars and cents" (T$ and ¢)


