
 

Integrated Planning Framework 

 

 

In this document we explore how all the different planning pieces such as: budgeting, 

forecasting, rolling forecasts, strategic plans, operational plans and more can work together in 

a single framework. 

1. Background 

 

Some key findings in “Financial Planning, Budgeting, and Forecasting in the New Economy” 

by the Aberdeen group in March 2011 suggested the following for best in class companies: 

1. 97% Forecast Accuracy 

2. 15% improvement in profitability year on year 

3. Stakeholders have clear visibility into all factors / assumptions  driving the forecast 

4. Agility - create multiple scenarios and change their plans midstream 

5. 89% more likely to have multi-disciplinary teams working on joint plans 

6. More likely to use forecast technology to enable and streamline the process 



 

2. The Integrated Planning Framework 

 

 

The rest of this document explains each block in the above diagram.  

3. “5 Year Financial Plan”  

 

A very good practice to implement and cascade the strategy is to entrench it through a holistic 

performance management system like the Balanced Scorecard. Regardless of whether or not 

this is done, a business can easily create a “5 Year Strategy Financial Plan”. We suggest 

every business needs a long term plan that provides direction and leadership for the 

business. Many strategies are in the heads of the leadership team – in many cases each 

leader has a different picture of the strategy. Teams that plan well often get away from the 

office and spend a couple of days articulating and documenting: 

1. The Mission 

2. The Vision 

3. The Values 

4. Strategic Objectives 

5. Key Performance Measures and Targets 



 

6. Key strategic initiatives 

 

According to fortune magazine only 10% of the above strategies are ever implemented 

because those strategies are not operationalised and there is in no single methodical 

mechanism to continuously adapt and entrench the strategy in the business.  

 

The 5 year financial plan will quantify (by company and line of business): 

1. Sustainable Growth 

2. Return on Equity 

3. Cash-Flow and Funding Requirements 

 

These above will take into account a number of global drivers and assumptions into account: 

1. Interest Rates 

2. GDP Growth 

3. Exchange Rates 

4. Inflation rates 

5. Margins 

6. High Level Pricing 

7. Markets 

8. Products 

9. Geographies 

10. Operational efficiencies 

11. Changes in the trading conditions and legislation. 

12. etc. 

 

Each iteration of the forecast will provide the executive and the shareholders with a clear 

picture of where the business is heading - expressed in financial numbers.  

 

4. Budget Year 1 and Actuals 

Budgets are a necessary part of business planning fact and force management to relook at 

the business model and establish and clarify targets that can easily be communicated to all 

levels of the business. They also provide a basis for management incentives to be negotiated.  

 



 

Although we believe that a business should mature beyond budgeting only and move to an 

integrated forecasting approach, detailed budgeting is part of our integrated planning 

framework the first year.  

 

Some of the problems with traditional budgeting include: 

1. Budgets are based on the previous year which has inherent inefficiencies 

2. Managers overstate what they need, and there is no or minimal link to: 

a. Strategy 

b. Performance management  

c. Benchmarks 

3. Budgets become irrelevant during the financial year (67% by month 4) 

4. Too much time spent gathering data and little time for quality analysis or scenario 

planning 

5. Budgeting takes too long and is too expensive especially if performed on numerous 

linked spread sheets.  

5. Multidisciplinary Team 

In order for forecasting to be effective a business should have a single shared forecast. In 

many businesses every department has their own forecasts which are not aligned with many 

conflicting assumptions. In some cases within the same department there are many forecasts 

and many versions of the same forecast and no wonder the accuracy of the forecast is poor. 

 

We strongly recommend a single forecast compiled by a multi-disciplinary team with 

representation from at least marketing, sales, operations and finance but may also include 

other disciplines if required 

6. Assumptions and Drivers 

 

Now that we have a multi-disciplinary team and commitment to a single forecast, this team 

now needs to create a library of common assumptions and drivers that are visible to all 

stakeholders involved. Each business area forecasts based on assumptions and drivers that 

are accessible in the common library. When new drivers and assumptions are needed, they 

are created and added to the library to ensure consistency as well as to create accessibility 

for other business areas to make use of. 



 

 

As the business learns more and more about the business library of the assumptions and 

drivers will be updated with the learning’s. Slowly but surely, the learning’s and updated 

assumptions and drivers produce improved forecast accuracy. 

 

A forecast should be created using as few drivers as possible to avoid unnecessary detail. 

This will create flexibility and speed as forecasts are generated. 

Types of Assumptions and Drivers: 

6.1. Quantities & Rates 

Drivers and assumptions often play out in a series of quantities multiplied by rates. For 

example, when a departmental managers budget a cost like travel they need to estimate how 

many local trips they will be making and how many overseas trips. In the background there 

will be a rate to reflect the cost of the airfare, car hire, accommodation etc. This will mean that 

every manager will be using the same rate. Should a better rate be negotiated with the airline, 

this will be updated in the model and the basis remains consistent. If the executive decide to 

reduce the travel expenditure they could either review the rates or the quantity of trips being 

planned. Adjusting either of these factors provides leverage to quickly adjust or tune the 

forecast. 

6.2. Calculations based on other Drivers 

A driver could be derived by deriving a factor from another driver. For example for every 100 

units of Product A sold, we know that 30 units of Product B will be sold. Product B’s 

assumption is therefore 30% of product A 

6.3. Historical Assumptions 

The patterns that existed in the business previously are expected to continue into the future 

and the business may start the forecasting of quantities based on the history. These might be: 

 Same quantities as last year 

 Last year plus X% 

 Rolling moving averages (e.g. 12 months; 3 months etc) 

 



 

The bottom line is that a business needs to master using the right drivers and then making the 

correct assumptions about those drivers to continuously enhance the forecast.  

 

During implementation of such a forecasting system, we will spend time identifying, setting-up 

and fine-tuning these drivers and assumptions with the client.  

7. Sales/Demand 

A logical place to start forecasting is to understand the demand from the market. In some 

cases the demand is more than the capacity and the business will then be faced with 

decisions to increase capacity through capital projects outsourcing or turning the additional 

business away. 

The demand is normally based on the historical patterns in demand in conjunction with 

collaboration with key customers and parties who understand the market conditions and the 

actors that may influence the dynamics into the future. It is essential to collaborate expected 

volumes with customers so that anomalies can be quickly identified and reflected in the 

projected volumes. 

The sales forecast is normally set-up by: 

1. Month 

2. Organisation 

3. Product Group   

(normally forecast at the SKU level but group these into groups of like products) 

4. Customer/Market Segmentation  

(normally forecast using the 80/20 rule of key customers and markets) 

5. Customer Rep 

8. Cost of Sales 

 

The costs-of-sales model is set-up to understand the unit cost of products / services or 

groups. The costs will normally be split into direct costs and indirect costs. 

 

Direct costs will have their own drivers that reflect the material and labour portion of the 

product or services. For example if a business is making plastic products then the cost of 

plastic, HDPE should be a driver so that changes in the commodity can easily roll through to 

all products with little effort. 



 

 

Any costs indirect costs can be allocated to the products based on drivers. Using activities 

used to produce the product or service is normally an the most appropriate way to allocate 

indirect costs to products and services. 

 

Once the unit costs is established, pricing assumptions can be established and incorporated 

into this model. 

 

9. Capex, Funding and Cash 

 

Capex is normally the most discretionary type of expenditure that a business has. Capex is 

normally done in the form of large complicated projects that are difficult to define and control 

and can easily overrun if not closely monitored. 

The purpose of this model is to store all data such as fixed assets, investments and debt. This 

model will facilitate planning by asset class and by cost centre. 

 

10. Personnel Expenses & Overheads 

In most businesses, personnel expense is between 30% to 50% of the overall expenses and 

it make sense to plan these costs in detail. 

Our Personnel Planning solution allows you to easily handle the many variables involved in 

numerous payroll calculations; providing the control, accuracy and flexibility required for 

personnel data analysis. This data is highly sensitive and has a direct impact on the bottom 

line of most organizations every year, therefore, our solution integrates the personnel data 

with the main financial data to provide precise consolidated numbers for complete accurate 

data analysis and planning. 

 

Our Workforce Planning solutions well equipped to model and test the impact of changes both 

internal and external to the organization in terms of personnel, with the ability to share that 

power with other parts of the enterprise. Personnel budgets and forecasts can be created and 



 

updated on-the-fly, based on a continuous inflow of both financial and non-financial data. One 

change can be made to personnel assumptions with the corresponding effect being displayed 

across all employees for more precise and exact planning. 

 

In addition to personnel costs, the other overheads costs are also captured into forecast by 

cost centre. 

 

11. Cash 

 

One of the primary purposes of forecasting at all levels is to understand the cash 

requirements of the business and to ensure that the most effective funding is raised to meet 

the cash requirements. 

 

 

12. Rolling Forecast 

 

Forecasting in our solution allows you to learn from the past and make forecasting and re-

forecasting a regular part of the planning routine. Through inherent forecasting automation 

and user driven forecasting assumptions our solution can help effectively manage the 

forecasting process across the enterprise. Benefits include: 

 Routine and scheduled re-forecasts 

 One step forecast adjustments 

 User-defined driver-based forecasting 

 Continuous rolling and what-if scenarios 

 Leverage department assumptions 

 Full financial cycle forecasting 

 

Rolling forecasts are normally performed for the next 18 months and cross over the financial 

year so that management does not limit to planning only up to the year-end. Businesses that 

limit their forecast to year-end often experience nasty surprises in the first quarter.  

 



 

A rolling forecast will tell management where the business is heading which could be better or 

worse than the budget. If management have this information at their fingertips they are able to 

take advantage of opportunities or to shed capacity if the forecast is bleak. Either way the 

business maximises its profitability and Cashflow. 

13. Budget Year 2 

 

Once the rolling forecast process is working effectively, the budget for the next financial year 

(year 2)  is a snapshot of the rolling forecast for the next financial year. The budget that is 

required is done painlessly and in the context of the business environment. 

 

The budget can be supplemented with additional information that is not part of the rolling 

forecast if required. 

 

14. Closing 

 

The library of drivers and assumptions provides feedback to the 5 year planning process as 

well as the business strategy process. As the process matures the feedback loop is closed 

and the business can refine the process and evolve to much higher levels of forecast 

accuracy. 

 

Our diver based approach not only provides information at functional level but is integrated to 

provide management with a complete cascaded view of the future in the form of detailed 

reports including income statements, balance sheets and cash flow reports 

 

 

For further information please contact Roger Knocker (roger@kpims.co.za) or  

+27 828095423. 
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