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A budget  i s  t he  f i nanc ia l  a l l oca t ion  o f  re sou rces  fo r  a  spec i f i c

pu rpose  fo r  t he  cu r ren t  yea r .   

The  p ro f i l e  i s  t he  as ses sment  by  t he  budget  ho lde r  o f  t he  l i ke l y

i nc idence  o f  i ncome  and  expend i tu re  du r i ng  t he  cu r ren t  yea r .

I t  i s  t he  ‘ r un  ra te ’  fo r  an  app roved  budget .  I t  de te rm ines  t he

month l y  d rawdown  o f  re sou rce  to  meet  budgeta r y  p rov i s i on   

The  fo recas t  i s  an  as ses sment  o f  t he  fu l l  

T he  e s t imate  i s  t he  d ra f t  r e sou rce  

What  i s  a  budget?  

A  budget  i s  s imp l y  t he  t rans la t i on  i n to  money  te rms  o f

management ’ s  ope ra t iona l  p lans  fo r  t he  o rgan i sa t i on .  I t  p rov ides

the  o rgan i sa t i on  w i th  t he  f i nanc ia l  p lans  neces sa r y  to  ach ieve

those  ob jec t i ve s  and  i s  a  mechan i sm  fo r  a l l oca t i ng  re sou rces .  

 

How long  does  i t  l a s t?  

A  budget  can  be  d rawn  up  fo r  any  l eng th  o f  t ime :  so  t ha t  fo r  a

pa r t i cu la r  p ro jec t ,  a  t h ree  o r  s i x -mon th  budget  may  be  mos t

su i tab le .  I n  mos t  UK  o rgan i sa t i ons  t he  budget  i s  fo r  a  pe r iod  o f  a

yea r ,  a l t hough  tha t  budget  i s  i n  t he  con tex t  o f  l onge r - te rm

s t ra teg ic  f i nance  p lann ing .  

 

Budget  Te rm ino logy  

Te rm ino logy  t ha t  needs  to  be  unde r s tood  i n  fo l l ow ing  the

f i nanc ia l  p roces ses  t ha t  a re  i n  p lace  ex i s t s .  These  te rms  i nc l ude :  

 

    yea r  imp l i ca t ions  o f  t he  cu r ren t  yea r ’ s  

    e xpend i t u re  and  i ncome  

    r equ i rement  fo r  t he  fo l l ow ing  yea r .  
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The Budget Cycle



7  S teps  to  Success fu l  Budget i ng

Def i ne  you r  ob jec t i ve s  -  w i t h i n  t he  con tex t  o f  t he  l onge r  te rm   

depa r tmen ta l  p lan .

Def i ne  re spons ib i l i t y  -  t he  bounda r ie s  o f  you r  con t ro l ,  a l l  t he

resou rces  fo r  wh ich  you  a re  accoun tab le  and  any  changes .  

Gathe r  t he  ev idence  -  e s tab l i s h  sou rces  o f  i n fo rmat ion  and  po l i c y

gu ide l i nes  (e .g . ,  ac t i v i t y  l e ve l s ,  i n f l a t i on  as sumpt ions )  fo r  t he  up-

coming  budget  round .  S ta r t  co l l ec t i ng  t he  reco rds  requ i red  we l l

be fo re  you r  p lanned  t ime  fo r  “ number -  c runch ing” .  

Dec ide  what  to  subm i t  -  keep  a  reco rd  o f  what  fac t s/es t imates

you r  dec i s i ons  we re  based  on .  Keep  wor k i ng  pape r s  and  ev idence

used  to  e s tab l i s h  accu ra te  e s t imates  and  to  sha re  w i th  F i nance .

Gathe r  i deas  and  commi tmen t  f rom you r  manage r s ,  co l l eagues  and

d i rec t  repo r t s  whe re  you  can .  

Tes t  and  check  -  do  t he  ove ra l l  t o ta l s  s tack  up?  What  abou t  t he

‘p ro f i l i ng ’  o f  i nd i v idua l  i ncome  o r  expend i tu re  l i nes?  A re  t he re

o the r  ways  o f  meet i ng  you r  ob jec t i ve s  and  re spons ib i l i t i e s?  
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7  S teps  to  Success fu l  Budget i ng  (con t . . . )

W in  app rova l  -  u se  you r  re sea rch  mate r ia l  t o  exp la i n  you r  budget

submi s s ion  to  key  s takeho lde r s  and  app rove r s .  Recogn i se  t he  need

fo r  ad ju s tmen t  to  be  cons i s ten t  w i t h  o the r  budget s  to  ach ieve  t he

r igh t  ove ra l l  p lan .  

L i ve  w i t h  t he  budget  -  when  the  budget s  a re  se t  and  f i na l i sed .  A t

th i s  po in t ,  t he re  i s  l im i ted  l i ke l i hood  o f  negot ia t i ng  add i t i ona l

f unds .  You  w i l l  need  to  ad ju s t  spend ing  acco rd ing  to  t he  f i na l i sed

budget  and  to  mon i to r  ac tua l  spend ing  aga in s t  t he  budget

con t i nuous l y  t h roughou t  t he  yea r .  No te  and  exp la i n  s ign i f i can t

va r iances  as  you  go .  

Cos t  Bene f i t  Ana l y s i s  (CBA)

 

CBA  i s  a  s imp le  method  u sed  by  manage r s  to  qu ic k l y  a s ses s  t he

wor th i nes s  o f  a  p ro jec t  f i nanc ia l l y .  The  manage r  needs  to  we igh

up  the i r  cos t s  (a l l  e xpend i t u re  an t i c ipa ted  fo r  t he  p ro jec t )  and

the i r  bene f i t s  (a l l  i ncome  and  revenue  expec ted  as  a  re su l t ) .   
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Costs

 

Managment

Hardware

Utilities

Installation

Labour

Benefits

 

Protection

Insurance

Disruption Reduced 

Flexibility

Less Casualties



CBA Examp le

 

Th i s  examp le  shows  what  happens  when  a  manage r  d i v ides  t he

benef i t s  (£ 1 8 . 7M)  w i t h  t he  cos t s  (£ 1 7 . 9m)  o f  an  idea .  The  CBA  ra t i o

i s  1 . 04  wh ich  shows  a  hea l t h y  re tu rn  on  t he  i n ves tmen t  ove r  t ime .

Any th i ng  h ighe r  t han  1 . 0  i s  seen  as  a  p rom i s i ng  i n ves tmen t .

Any th i ng  l e s s  t han  1 . 0  needs  ca re fu l  cons ide ra t ion .
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