TOPIC – STRATEGIC MANAGEMENT AND BUSINESS PLANNING

1. Introduction to delegated budgets and budgetary planning

2. Its meaning for managers

3. Advantages and disadvantages.

What do you understand by the words:-

Delegated?

Budgets?

Delegate:

In financial terms it means to entrust, transfer, hand over, give pass on, assign

Budget:

A plan of expected or intended income and expenditure over a given period of time.

A total sum of money allocated for a specific purpose over a specified period.

Value for Money/inexpensive an example of this would be a budget hotel/airline.

Ask the group for a response to what is meant by budgetary planning?

BUDGETARY PLANNING:
The planning process is a means of communicating objectives and co-ordinating organisational objectives.  Budgetary planning is a useful device but there is a danger that budgets can constrain the organisation.

Ask the group for a response to:

Is there any significance to the fact that I have put the words delegated budget on the top of the sheet?

Response:

The Head of the organisation is the top level “budget holder” and he/she has the authority to delegate down to appointed officers/personnel at a specific level within the organisation a delegated budget which enables them to carry out the functions of their areas of reference.

There should be a formal written scheme of delegation to provide guidance to budget managers.

Implicit in the delegated of budgetary responsibility from the top level down is to contain expenditure within the allocated budget.

ADVANTAGES:

1. Provides a relatively stable platform in which to prepare a business plan for the period in the future.

2. Enables budget manager to take ownership of resources.

3. Provides a focus to divert resources to the highest priority work, and encourages a value for money approach to expenditure.

4. Available resources are clearly defined before the financial period begins.

5. Any funding required for specific projects can be identified and ringfenced.

6. Regular budget monitoring reports made available to budget managers.

DISADVANTAGES:
1. Once the budget has been set, it is relatively inflexible to meet changes in the operational requirements of the business.

2. It may be difficult to divert resources to emergency situations quickly towards the end of the financial period (assume a year).

3. Employee expenditure – by far the most expensive part of a budget may not leave very much for the budget manager to control.

