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Introduction to Budgeting
Mastering Budgeting for Successful Project Management

DEFINITION

Budgeting is the process of estimating and allocating financial resources for a project. It helps ensure that a project stays
within its financial limits while achieving its goals.

KEY CONCEPTS

Cost Estimation

This involves predicting the costs associated with project
activities and resources.

Budget Allocation

Distributing the estimated costs across different project phases or
tasks.

Monitoring Expenses

Regularly tracking actual spending against the budget to
identify variances.

Contingency Planning

Setting aside funds to address unexpected costs or risks that may
arise.

Variance Analysis

Comparing budgeted costs to actual costs to assess financial
performance.

EXAMPLES

→ Allocating $10,000 for software
development in a tech project.
→ Setting aside 15% of the total budget
for unforeseen expenses.
→ Tracking monthly spending to ensure it
aligns with the budget plan.

MEMORY TIPS

★ Remember 'C-M-M-C' for Cost,
Monitoring, Management, and
Contingency.
★ Use the acronym 'BAM' for Budget,
Allocate, Monitor.
★ Visualize a pie chart to represent
budget allocation across project phases.

COMMON MISTAKES

✗ Underestimating costs due to lack of
detailed planning.
✗ Failing to update the budget as project
scope changes.
✗ Neglecting to include contingency
funds for unexpected expenses.

QUICK RECAP

Budgeting is crucial for managing project finances effectively. It involves estimating costs, allocating funds, and monitoring
expenses to ensure project success. Always prepare for contingencies to handle surprises.
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