MANAGING FINANCE – SETTING AND ACHIEVING BUDGETS
Section 1:  How are budgets a tool for Managers?
Activity 0104 – Pitfalls in the budgeting process
Suggested Timing:  10–20 minutes
There are certain pitfalls to avoid in budgeting. The following cases illustrate the main ones.

Consider what could happen in the following 3 scenarios:

a.
"Gung-ho" sales director budgets that sales will increase by 20% although a new strong competitor is to enter the market and the economy is expected to go into a downturn. This sales budget forms the basis for all the other budgets so it is especially important that it be as accurate as possible. In addition, some of the company's products which the company then sells are bought overseas with long lead times for delivery.

b.
The accounting department prepares all budgets with no input from line managers. These are submitted to the general manager and given to the departments as their operational budget for the year.

c.
A sales manager in a region sets targets for his team which are obviously impossible to attain without any consultation.
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