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The Seven Budgeting Habits 
of Highly Effective Companies
Jeff Robson

What better way to improve your company’s financial fundamentals than to 

look at the seven habits of the most successful companies? 

1. Let your budget flow in both directions
Top-down budgeting—where the most senior management define the 

objectives of the company and then all levels below build their planning and 

budgeting off this vision—can ensure your company’s high-level goals are em-

bedded within your plan. But it also runs the risk of weak organizational buy-

in and a lack of grass-roots knowledge, making budget accuracy less feasible.

A bottom-up approach to budgeting encourages organizational buy-in and 

improves feasibility, as each department, function or division contributes to 

budget creation. The major risk is that a grass-roots-generated budget is not 

the best fit to help the company achieve its wider goals. 

While more complicated to manage, it means you get the benefits of both 

methods without the common flaws. When supported with well-defined 

processes and good levels of automation, this approach is effective in link-

ing the performance of all levels of the organization to the wider company 

vision. And this promotes a level of confidence and buy-in that makes that 

vision more achievable. 

2. Get your financial house in order before the new fiscal period
No organization sets out to have financial planning and forecasting 

delays because the new budget has not been finalized before the new fiscal 

period starts. Failing to sign off on your new budget before the new financial 

period begins is usually a sign of more concerning lapses of financial control 

in the organization.

In the most successful companies, the new budget is approved in a timely 

manner. This one measurement is a strong indicator of the likely success of 

an organization’s overall financial planning processes.

3. Hold people accountable for budget accuracy
The best performing companies know that there is a greater chance of 

improved financial planning performance when a manager’s personal interest 

is tied to budget accuracy. When bonuses and even job security are linked to 

budget accuracy, managers are more likely to make their budget as accurate 

as possible. 
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It’s March and all of our activities related to our FP&A 

practice just continue to crank up here at AFP. 

The Conference Planning Task Force met last month 

and we are currently knee-deep in reviewing the 

FP&A sessions we will be offering at our Annual 

Conference in Las Vegas in October. 

It’s quite a fortunate problem to be executing a 

peer-review on over 600 sessions to pare them down 

to the 140 sessions we will be presenting. Because 

of the hard work and commitment from our FP&A 

volunteers from around the world, this year’s FP&A 

track will be the biggest and best yet. There will 

be 15 unbiased, practitioner-focused sessions to 

choose from over the 2½ days. Be on the watch for 

more details in the near future.

Progress on the FP&A certification continues on 

schedule. We expect the FP&A certification learning 

system to go live this summer with the Beta exam to 

occur in September. The first full testing window is 

planned for the February/March 2014 timeframe. If 

you are interested in volunteering, please reach out 

to Stacy Saul at ssaul@afponline.org.

I continue to travel around the country and around 

the world updating FP&A professionals on the status 

of our FP&A activities and, more importantly, getting 

their feedback and insights. Having been to Florida, 

England and California already this year, I’m off to 

Seattle, New York, Boston, Denver and Toronto in the 

months ahead. Please let me know if you would like 

me to stop by your city or country.

The FP&A newsletter and LinkedIn group, 

Certified Corporate FP&A Professionals, continue 

their robust growth. The newsletter now has over 

11,000 subscribers and the LinkedIn group has 

nearly 1,500 members. Please continue to submit 

your articles for publication. If there is an aspect of 

FP&A that you are interested in, I’m quite sure there 

is a healthy audience out there that wants to hear 

your perspective.

Sincerely,
Brian Kalish, AFP Finance Practice Lead

http://www.linkedin.com/groups/Certified-Corporate-FP-Professionals-4685982?home=&gid=4685982&trk=anet_ug_hm
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These firms achieve significantly better financial planning outcomes as a result. In fact, the 

best-in-class companies are five times more likely to link compensation to budget goals.

4. Keep your budget agile 
With the prevailing volatile economic conditions, agility in financial planning is key to 

decreasing risk and grabbing opportunities. Successful companies perform scenario model-

ing, including the capability to conduct “what-if” scenario and change analysis. This type of 

analysis makes your financial plans more informed because they’ve taken into account and 

anticipated the effect of a range of possible events.

Put simply, this puts you in the fortunate position of being able to consider alternative 

scenarios and having the ability to change forecasts, plans and budgets midstream.  

The Seven Budgeting Habits of Highly Effective Companies from page 1

There are myriad ways to improve the 
quality of your financial planning input data. 

5. Improve the quality of your data
There are myriad ways to improve the quality of your financial planning input data. 

Whether your budget is historically or performance-based, the quality of your input data 

can significantly affect the quality of the output you achieve. 

Best-in-class companies are much less likely to base budgets on historical data; instead 

they focus attention on budgets based on current performance (such as performance-

based budgeting). This helps these companies to shift the focus from looking back to 

looking at the road ahead.

6. Keep your eyes on profit, not just the budget
Best-in-class companies know that accuracy must be balanced with the need to improve 

or preserve profitability. They know that while budget and forecast accuracy is very im-

portant, it cannot be to the detriment of good business decisions.

In other words, the best performing companies focus on the overall health and profit-

ability of their business rather than managing rigorously to a fixed budget. They see 

budget deviation as a serious issue (and a potentially grave threat to profitability), but 

have this wider view of financial planning. 

7. Modernize your processes with technology
There are three areas where technology can help you improve your financial planning per-

formance. First, best-in-class companies ensure that their people involved in the budgeting 

and forecasting processes are automatically guided through steps with smart applications. 

Second, these companies ensure that events outside of the company (perhaps industry or 

financial indices) trigger an alert to make a forecast adjustment. 

And finally—and most importantly—they use technology to automatically link internal 

events to financial planning activity. When a contract fluctuates, a schedule is missed or an 

order lost, they automatically trigger an alert to adjust the forecast. s

Jeff Robson is CEO of Access Analytic. An expanded version of this article will appear in the April 

issue of Exchange.

Follow FP&A Newsletter 
on Twitter:

@FPANewsletter

www.afponline.org/exchange
http://www.linkedin.com/groups/Certified-Corporate-FP-Professionals-4685982?home=&gid=4685982&trk=anet_ug_hm
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Driver-Based Forecasting
Todd Patterson, CTP

Current annual budgeting, in most 

companies, is a time-consuming task 

that lasts anywhere from six to nine 

months (or even more), after which time 

the budget is not accurate by the time 

the budgeted year begins. This annual 

event has transpired for decades without 

change. Executives, managers and em-

ployees stake their reward compensation 

on a static financial target even though 

the business drivers change daily. It is a 

chore which is broadly disliked yet little 

change is implemented. 

However, the annual budget and a 

robust forecasting process can co-exist. 

In fact, a driver-based, rolling forecast 

can enable a drastically reduced effort 

to produce an annual financial view—a 

budget. The goal for the driver-based, 

rolling forecast is to create a monthly 

forecast scenario that enables the 

company, at any point in time, to create 

an annual (12-month period or even 

longer) financial budget with minimal 

effort and time. 

To be functional, a driver-based, roll-

ing forecast process needs to identify 

work unit forecasts that are created and 

maintained by the operating area with 

regular updates such that an update can 

be achieved at any point in time (effec-

tively a “push-button budget/forecast”). 

The drivers reflect the critical business 

conditions that drive a business, such as 

demand for product and seasonality. By 

identifying the driver and correlating it 

to units of work, creation of budgets is 

simplified based on strong forecasts for 

the drivers.

The critical component
Critical for the implementation of any 

budget or forecast is achievement of “one 

version of the truth.” Without common 

agreement on the numbers and their deri-

vation, more time is spent questioning re-

sults and their validity and understanding 

nuances of processes than focusing on the 

critical business impact of what matters 

most. Tying drivers with units to forecasts 

that are based on strong assumptions that 

can easily be updated allows for timelier 

understanding of financial results and 

anticipated future trends. Isn’t that where 

true value to the business lies?

Once drivers and units are identified the 

entire process is simplified. It is important 

to keep in mind that the process is simpli-

fied, not eliminated. Forecasting ideally 

would be a monthly (potentially more or 

less frequent) update of forecasted demand 

or drivers, resulting in anticipated financial 

results automatically updating. 

Constant and consistent oversight of the 

process, assumptions, drivers, and forecasts 

is crucial for the process to work, reflect-

ing that the process changes and should be 

positively enhanced. After consistent execu-

tion process efficiencies can be identified 

to reduce cycle time and improve reliability 

on the forecasting activities.  s

Todd Patterson, CTP, is Manager-

Contract Management, PPL Electric 

Utilities Corp., Allentown, PA. He is a 

member of the FP&A newsletter editorial 

advisory board. 
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Follow FP&A Newsletter 
on Twitter:

@FPANewsletter

The annual budget 
and a robust 
forecasting process 
can co-exist.

Forecasting is an ongoing core man-

agement process, not an annual event. 

Business and economic conditions are 

always changing, which force businesses 

to adjust their short- and long-term 

plans. A forecasting process transforms a 

perpetual plan into a financial result; as 

plans change the financial results of the 

plan change. 
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Escaping the Black Hole of Budgeting
Philip Peck

The traditional budget process generates numerous issues and 

challenges that impair an organization’s planning and performance 

management capabilities. This process:

•	 Proves	inefficient	and	ineffective

•	 Becomes	rapidly	obsolete

•	 Is	calendar	driven	and	inflexible	in	the	face	of	changing	

 market conditions  

•	 Does	not	motivate	the	right	behaviors		

•	 Results	in	a	financial	plan	that	is	disconnected	from	strategic	

guidance and the core operations of the business

•	 Depends	heavily	on	spreadsheets,	off-line	models,	and	

shadow systems.

Given the shortfalls and inadequacy of the traditional budget 

process, organizations have been increasingly exploring budget 

process alternatives and have re-evaluated their legacy planning 

tools and methods. What are some of the innovations and leading 

practices that organizations have adopted to transform their tradi-

tional budgeting process? 

•	 Rolling	forecasts. As an alternative to the calendar driven 

budget that focuses on a fixed, one year time horizon, orga-

nizations are increasingly adopting a rolling forecast frame-

work where operating and financial plans are updated more 

frequently and reflect a rolling, extended time horizon. The 

rolling forecast provides consistent forward-looking view across 

the horizon where organizations have better visibility around 

the issues and opportunities ahead of the curve and can adapt, 

course correct, or change direction as needed.

•	 Scenario	planning	and	“what-if”	analysis. As part of a well-

designed continuous planning process, scenario planning and 

“what-if” analysis help companies manage uncertainty by en-

abling them to test and evaluate various scenarios before they 

occur. These scenarios incorporate numerous internal and 

external assumptions around factors likely to have a mate-

rial impact on a business. In conjunction with driver models, 

companies can run detailed “what-if” analysis in real-time 

mode as the business climate changes. By investing the time 

Leading organizations revisit their investment and initiative portfolios throughout the 
year as part of the standard management governance rhythm. 

•	 Dynamic	resource	allocation. As opposed to a “one and 

done” resource allocation and initiative management process 

that is beholden to the annual budget cycle, leading organiza-

tions revisit their investment and initiative portfolios through-

out the year as part of the standard management governance 

rhythm. They adapt and course correct quickly as business 

conditions change and new threats and opportunities appear 

on the horizon. These same organizations have the discipline 

to pull the plug on projects and initiatives that are not meeting 

targets and divert these resources towards other initiatives that 

provide far greater value and business returns. 

•	 Investments	in	enabling	technology	and	data	management	

platforms. In many organizations, planning and performance 

management is supported by a convoluted maze of spreadsheets 

that are manually intensive and often duplicative. Leading orga-

nizations embrace the need to establish an end-to-end informa-

tion architecture that addresses data sources, data integration, 

analytic applications, and the presentation of information and 

insights. They define an enterprise performance management 

vision, determine their action plan in the form of a roadmap, and 

then commit resources to successfully implement planning and 

performance management technology solutions.

up front to model and understand the implications of various 

future state scenarios, organizations can proactively develop 

contingency plans on the various outcomes.

Before your organization starts its next annual planning cycle, it’s 

wise to step back and complete a post-mortem of the prior budget-

ing process. It’s essential to engage all of the stakeholders who are 

involved in and/or consume outputs from this process and to de-

termine where the greatest opportunities for improvement reside. 

With this information and insight in hand, the logical next step 

is to establish a compelling business case for change where the key 

stakeholders across the business clearly understand the challenges 

of the existing budgeting process and can visualize a significantly 

improved future state environment. Ideally, “change agents” emerge 

who become catalysts for radically transforming the existing pro-

cess. Finally, the organization should initiate a deep dive diagnostic 

to assess the current state environment in detail, identify the key 

business requirements, envision the ideal end state, identify a set 

of prioritized initiatives, and then craft a prioritized roadmap to 

execute on the identified initiatives. s

Philip Peck leads the Planning Transformation Practice for the 

Peloton Group.
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Is Strategic Planning Even Necessary?
David Craig 

Throughout 2012 I had the privilege to in-

teract with roughly 40 Fortune 500 FP&A 

departments during various seminars and 

summits. This began as an exercise to 

benchmark our strategic planning pro-

cess against other international firms, but 

quickly expanded to include other indus-

tries, geographies and ultimately, processes.

micro trends, but also to satisfy boards 

and external stakeholders. But while the 

process must be retained, some significant 

adjustments must be made to ensure a 

lighter touch with greater accuracy—and 

the elimination of next year’s 300-page dust 

magnet. The following is a brief recap of the 

best practices we identified in our travels. 

2. Data depth
We surveyed enough firms who ex-

pressed confidence in a negative correla-

tion between their data depth and their 

long term planning accuracy. Going to 

individual brands/channels/customers 

makes sense for an AOP, but for a standard 

three-year or five-year plan, this is not 

needed and may actually be detrimental.

3. Focusing on the right measure
Based on our surveys, a significant 

number of firms did not incorporate the 

balance sheet into their long range plan-

ning processes. This is changing with more 

firms shifting to Free Cash Flow-related 

targets and the ever-increasing focus on 

capital. The best practice identified in this 

area is aligning on a measure that corre-

lates	with	TSR,	or	total	shareholder	return.
 

The role of finance 
By raising the analytical rigor and 

coordinating all global triggers, finance 

is well positioned to increase its role in 

strategic planning processes. Playing the 

resource broker will ensure proper people 

and capital are supporting the highest 

return projects and initiatives. And with 

more shareholder-focused reporting and 

benchmarks, finance will continually serve 

as voice of the investor.  s

David Craig is Senior Manager, 

Global Strategic Finance, for Molson Coors 

Brewing Company.

If most strategic planning processes are in 
fact broken, do we have to keep the process?

Regardless	of	industry,	I	generally	heard	

companies expressing frustration with 

their respective strategic planning pro-

cesses. Some of the more common culprits 

included: 

•	 Resource	intensiveness—processes  

involving every business unit and 

function, simply yielding too many 

touch points.

•	 Data	depth—plans that derive from 

hundreds of rows of Excel data with-

out actually increasing accuracy

•	 Disconnects	between	annual	

operating	plans	and	strategic/long	

range	plans.	This was single largest 

complaint I heard, which seemed to 

impact almost every firm surveyed, 

namely firms putting forth an overly 

ambitious “hockey stick” plan that is 

significantly rebased in the AOP pro-

cess. And rebasing of course reignites 

the first two flaws above. This also 

results in the months-long, resource-

intensive final product collecting dust 

on a shelf as soon as it is completed.

•	 Plan	integration,	or	how	to	align	the	

business unit plans with the func-

tional deliverables.

If most strategic planning processes are 

in fact broken, do we have to keep the 

process? Strategic planning is of course 

required to stay on top of macro and 

1. Lose the calendar
Competitors don’t plan their launches 

around	your	planning	calendar.	Run	your	

cycle too soon and it becomes worthless. 

Run	it	too	late	and	you	miss	incorporating	

key	trends	into	the	plan.	Run	it	without	any	

industry disruption or change, and you are 

spending too much effort when the prior 

strategic plan should still be relevant. 

Trigger-based planning, however, ensures 

that planning processes are only run when a 

significant development occurs—a disrup-

tive innovation or competitor, a new market 

launch, new management focus, etc. And 

since triggers can be regional or industry-spe-

cific, this enables business units or markets to 

plan at different times during the year, if they 

even plan at all that year. Each unit or market 

will maintain a list of pre-approved triggers, 

with one trigger being a lack of other triggers 

being pulled for a determined period—gen-

erally 18-24 months. 

The FP&A Credential: Update
Serving FP&A professionals, the new certification will follow the 
model of AFP’s successful Certified Treasury ProfessionalTM 

designation (CTPTM), which has been earned by more than 23,000 
people worldwide. As with the CTPTM credential, the new FP&A 
credential will be based upon a comprehensive, multi-source body 
of knowledge compiled by top corporate practitioners and updated 
when necessary. AFP will serve as sponsor and facilitator on 
behalf of the profession.

For more information on the FP&A credential: www.fpacert.org.   

The standard of excellence in business 

planning, budgeting and forecasting

Certified Corporate 

Financial Planning & 

Analysis Professional

FP&A
®
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Thinking Beyond the Spreadsheet
Niels van Hove

A recently released whitepaper from AFP shows that among other 

things, it is extremely important for finance professionals to have ad-

vanced spreadsheet skills and the ability to validate data. I couldn’t 

agree more. Advanced Excel knowledge is a must for every finance 

professional. Even in businesses with advanced IT environments and 

with seamlessly integrated systems, the spreadsheet is still the most 

flexible piece of calculating software. 

There is no better way than using spreadsheets to quickly gather 

information from different people around the business and calculate 

some numbers. There is no easier way to simulate opportunity and 

risk scenarios in a P&L and discuss and communicate the results 

across functional areas. And the basics are really easy to learn. This 

ease of use and flexibility must be the reason that more than 30 

years after the introduction of Lotus 1-2-3 from IBM and Excel from 

Microsoft, the spreadsheet is still king. 

More than mere numbers

What is more important to understand for the finance profession-

al is that at a certain point in time, it is not only about the numbers 

anymore. Sometimes the information or the numbers are simply not 

there, as there is uncertainty in the world around us and assump-

tions and rough estimates have to be made. Often a functional 

owner has to agree with these estimates and assumptions for there to 

be an integrated consensus. Assumptions on sales volumes and price 

points, production yields, material consumptions, market growth or 

truck utilization cannot be made by finance professionals only.

This is where finance business partnering, relationship manage-

ment and influencing of the functional owner or business unit 

comes in. This is also where the usually logical, analytical left brain 

finance professional has to tap in to the right brain and understand 

the emotions and behaviors in decision making and how they can 

Some of my own research on planning suggests that 85 percent of users still 
use the good, old spreadsheet. Other surveys show similar results between 
60 percent and 90 percent. 

Some of my own research on planning suggests that 85 percent 

of users still use the good, old spreadsheet. Other surveys show 

similar results between 60 percent and 90 percent. In my role 

as integrated business planning manager, I monthly present an 

18-month rolling EBIT number to our managing director. A lot of 

cross functional information needs to be gathered for this, but all 

the P&L lines come together in a spreadsheet and that’s where the 

EBIT number is calculated.

Having said all this, we have to understand the risks of using 

spreadsheets and more important, the finance professional has to 

understand the world beyond the spreadsheets and the numbers. 

The risk of spreadsheets are many and not limited to non-centralized 

data, multiple numbers and plans rather than one integrated plan, 

formulas that are only understood by the creator and can’t be reen-

gineered on non-compatible Excel versions. Still, with good version 

management and documentation on how the spreadsheets and 

processes work, many of these risks can be limited, and the spread-

sheets can thrive as an add-on reporting tool on top of the enterprise 

or business intelligence systems.

be impacted by different cultures. It is important to realize that 

under pressure of time and politics decisions are often not rational. 

Furthermore, perceptions on quality, prices and performance differ 

from person to person within a company and even more in different 

geographical locations where different cultures, values and motiva-

tions play a role.

Before you make a report or go in to a presentation, you have to 

triple-check the outcome of your spreadsheet and make sure the 

numbers add up. It is as important to have aligned your assump-

tions with functional business owners, understand time pressures, 

politics and your cultural environment. If you didn’t take the time 

to partner with, influence and understand perceptions of your 

stakeholders, you might find yourself in the situation where your 

spreadsheet was right, but your advice was disregarded and the 

decision went in the exact opposite decision. 

That’s when you realize you had to think beyond the spreadsheet. s

Niels van Hove is Integrated Business Planning Manager at George 

Weston Foods..

http://www.afponline.org/mbr/reg/pdf/FP_A_Certification_Whitepaper.pdf



