
EXPLAIN THE ADVANTAGES OF A WELL PREPARED SALES BUDGET IN

AN ORGANIZATION

Sales Budget shows the expected sales in the expected period of time. A company, at the start of the year, carefully
analyzes economic conditions, Procedure to prepare Sales Budget: Advantages of Sales Budgets.

Production Budget The production budget is mainly based on the sales budget. A periodic re-evaluation of
these issues may result in altered assumptions, which may in turn alter the way in which management decides
to operate the business. Budget will be in the experienced hands and management if required can take help of
outsider. The three key drivers for most businesses are: sales costs working capital Any trends towards cash
flow problems or falling profitability will show up in these figures when measured against your budgets and
forecasts. Assumptions review. Disadvantage of Bottom â€” Up Budgeting Approach Budget may not be at
par with the overall objective of the organization as it was been prepared by the managers on the business unit
level. When sales are good, you can increase your marketing budget by using a formula that ties increases in
spending to sales increases. Eventually the sales team achieved the target at a lower price and production team
too, but the overall profitability of the organization will take a hit as incentive given to production as well as
sales team will sit into the cost. Managers from their past experiences and their involvement in the day to day
business shall prepare budget for the forthcoming period. A properly structured budget should derive the
amount of cash that will be spun off or which will be needed to support operations. You should consider
seeking the advice of independent advisors, and should always check your decisions against your normal
business methods and best practice in your field of business. This will help to set targets for the organization
and increase the margin or profitability and outperform in the market. A properly structured budget points out
what aspects of the business produce money and which ones use it, which forces management to consider
whether it should drop some parts of the business or expand in others. You can reach Jack at  This is
particularly true if your business is growing and you are planning to move into new areas. Photo Credits.
Sometimes, it may be misunderstood that master budget is one large budget of the organization. Successful
businesses often have a rolling budget, so that they are continually budgeting, e. If so, you're probably doing it
wrong. Managers will be more committed towards the organization and targets set by them as they are the
owners of the same. Despite our best efforts it is possible that some information may be out of date. For
example, if sales were to increase dramatically, flexible budgets would get adjusted to increase spending on
marketing to take even more advantage of unexpected increases in revenues. Management may take inputs
from the managers at the initial preparation of budget. Similarly, while a static budget would limit hiring more
employees, a flexible budget would adapt to the need for more staff to meet increased demand by increasing
the budget for payroll expenses. Budgets provide a financial road map. Budgets are an effective management
tool. Managers may set targets which are easy to achieve to reduce pressure from them. You can then create
budget versus actual reports to give employees feedback regarding how they are progressing toward their
goals. Therefore, careful planning of the capital asset has to be done. Suppose material costs for a product
suddenly increase during the year, making this item unprofitable. However the production unit does not have
the capacity to produce units in a year and this may leads to a day to day clash between sales and production.
Creating a sales budget helps your company in a variety of ways. You can look at costs and work out ways to
reduce them. Make time for budgeting If you invest some time in creating a comprehensive and realistic
budget, it will be easier to manage and ultimately more effective. You can also compare your figures for
projected margins and growth with those of other companies in the same sector, or across different parts of
your business.


