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• LO 2 : BE ABLE TO APPLY  FORECASTING TECHNIQUES TO 
OBTAIN INFORMATION FOR DECISION MAKING 
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THE BASIC SYLLABUS

• 1. Be able to apply cost concepts to the decision making 
process.

2. Be able to apply forecasting techniques to obtain information 
for decision making.

3.Be able to participate in the budgetary process of an 
organisation.

4. Be able to recommend cost reduction and management 
processes for an organisation.

5.Be able to use financial appraisal techniques to make strategic 
investment decisions for an organisation.

6.Be able to interpret financial statements for planning and 
decision making. 3



Learning Objectives

• Be able to participate in the budgetary process of an 
organisation

• At the end of the class the students should be able to:-

• Evaluate budgetary monitoring processes in an organisation.
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OVERVIEW
•Setting a target is not about 

guessing what you can achieve. It 

involves knowing where you are 

now, what you are trying to 

achieve, and determining 

challenging but realistic amounts 

of improvement needed to get 

there. 5



Comparison to 
previous years

• Most companies prepare an annual business plan that 
includes a financial forecast, also called a company budget. 
The plan or budget is a management tool to provide strategic 
direction for the company. It shows what steps are required to 
implement the strategies that have been chosen -- and how 
much these steps or actions will cost -- and forecasts the 
revenues and profit that are expected to result from their 
implementation. When actual financial results become 
available, usually at the end of each month, these results are 
compared to the budgeted figures in budget comparison 
reports.
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links between 
targets

• In order to form the link between targets the first thing that 
must be done is to identify the  key areas that drive your 
business performance and found a way to measure them, 
then a natural next step is to start setting performance targets 
to give everyone in your business a clear sense of what they 
should be aiming for.

• Strategic visions can be difficult to communicate, but by 
breaking your top level objectives down into smaller concrete 
targets you'll make it easier to manage the process of 
delivering them. In this way, targets form a crucial link 
between strategy and day-to-day operations.
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realism

• Setting realistic targets and then achieving them is an ideal 
situation which everyone aspires for. But problem is that 
targets are set either too short or too far stretched and it kills 
people and process in its fury. Realignments happen but they 
put very bad taste in mouth of everyone.

• Setting realistic targets is such an important aspect that it 
influences the satisfaction level of an individual or a group. 
Work not only gives us our livelihood but it has deep impact 
on our psychological and mental well being. No one likes to be 
idle and there is no one who can work for long in adverse far 
stretched situations. Hence in order to derive maximum 
productivity within the paradigm of individual or employee 
satisfaction it is important to set realistic targets. Let’s talk 
more on this 8



organisational
objectives 

• Objectives are much more focused and are time specific. 
An objective will be measurable within a concrete 
timeframe. Each objective relates to a goal, and there 
may be more than one objective to help achieve a goal. 
Objectives may be defined by a specific constituency of 
the organization, or may be defined by budget category. 
But any objective must have a specific cost associated 
with its implementation, and should be framed by the 
budget year of the organization. Objectives may be 
progressively stated on a year-by-year basis.
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