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Abstract 

 

Planning may be defined as, „a process of setting goals, developing strategies, and outlining 

tasks and schedules to accomplish their goals.‟ Planning is an important activity as it gives 

the organization direction and this will give managers specific targets which they will try to 

achieve. (What is planning?) 

Chartered Institute of Management Accountants (CIMA) has defined budgeting as, “a plan 

expressed in money. It is prepared and approved prior to the budget period and may show 

income, expenditure and the capital to be employed. May be drawn up showing incremental 

effects on former budgeted or actual figures, or be compiled by zero-based budgeting.” 

(Chadwick, 1998)   

Budgeting is a key component in management short term and long term planning. We would 

now look at the reasons why a budget is such a key component of planning. 

Budgetary planning helps in linking the strategic plans with the operational plans. The 

strategic plans are long term plans that state where the organization should be going. 

Operational plans are short term plans that detail the day to day work that needs to be carried 

out. A budget will be prepared keeping in mind that the strategic objectives of the entire 

organization are achieved and the operational plans will be formulated keeping the budget in 

mind. The budget will strive to achieve the strategic plans and the operational plans will 

strive to achieve the budget for a given period. (Scarlett, 2009) 
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