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Lesson 3
Budget Planning
In this lesson, students learn about how and why companies budget. They begin by considering how having a plan helps achieve goals and how budgets and maps are similar. They then learn about the budget process, the five purposes of budgeting, and the sources of budget information. They explore how managers use the data gathered from these sources to make adequate budget decisions. Finally, they synthesize in a poster what they have learned about the process and the importance of budgeting. 
This lesson is expected to take 3 class periods.
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Lesson Framework
Learning Objectives
Each student will:
Describe the purposes and explain the importance of budgeting*
Describe the budgeting process 
List the sources of budget information
Describe the interrelationship between budgeting and forecasting
*This is one of the 16 key learning objectives assessed by the NAFTrack Certification end-of-course exam for this course.
Academic Standards
The relevant Common Core State Standards are too extensive to list here but are essential for this lesson. For details, please refer to the separate document "Correlations to the Common Core Standards" (available in the Course Planning Tools section of the course materials).
Utilize accounting tools, strategies, and systems to plan, monitor, manage, and maintain the use of financial resources (Common Career Technical Core 2012, FN-ACT 2)
Process, evaluate, and disseminate financial information to assist business decision making (Common Career Technical Core 2012, FN-ACT 3)
Plan, manage and maintain the use of financial resources to protect solvency (Common Career Technical Core 2012, FN 9)
Understand the functions of management and how they are implemented (McREL Business Education Standards 1999, Standard 36) 
Understand the role of quality and continuous improvement in business organizations (McREL Business Education Standards 1999, Standard 37) 
Understand a variety of strategies used to make long-term and short-term management decisions (McREL Business Education Standards 1999, Standard 38) 
Assessment
	Assessment Product
	Means of Assessment

	Poster on the importance of budgeting (Student Resource 3.4)
	Assessment Criteria: Budget Poster (Teacher Resource 3.2)


Prerequisites
Principles of Accounting
Instructional Materials 
Teacher Resources
Teacher Resource 3.1, Presentation and Notes: Budgeting (includes separate PowerPoint file)
Teacher Resource 3.2, Assessment Criteria: Budget Poster
Teacher Resource 3.3, Key Vocabulary: Budget Planning
Student Resources
Student Resource 3.1, Reading: Budgeting 
Student Resource 3.2, Note-Taking Guide: Locating Budget Information
Student Resource 3.3, Reading: Locating Budget Information
Student Resource 3.4, Memo: Budget Posters
Equipment and Supplies
Blackboard, whiteboard, or chart paper
Poster supplies: poster board, markers, and so on
LCD projector and computer for PowerPoint presentation
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Lesson Steps
	Step
	Min.
	Activity

	
	
	class period 1

	1
	30
	Scenario: Achieving Goals through Planning
This springboard activity aims to help students recognize that budgeting is a process with many steps that help businesses reach their goals. 
Tell the students to imagine that a visitor approaches them as they enter this classroom and asks how to get to the school office (or some other location familiar to all of the students that involve directions too complex to state verbally). Break the class into pairs and explain that each pair will have 15 minutes to guide a piece of paper on how to get from the classroom to the desired destination. Explain that they can provide this guidance in whatever way they think is best; the only restriction is that a first-time visitor should use it successfully. (Note: Be careful not to use the words "map" or "directions" in your explanation.) Suggest that students spend the first few minutes of the activity discussing their strategy.
After 10 minutes, interrupt the class to say that a hallway or door has been closed off and that they will need to adapt their guidance to avoid the closure. (For this closure, select a hallway that students would logically use in creating their descriptions.) Let groups know that they have five minutes left to alter their guidance as necessary.
When time is up, have each pair join another pair to compare what they did. After a few minutes, ask students what differences they noticed. Some pairs will have drawn maps while others will have written descriptions or listed steps, any of which is fine and acceptable—as long as it accomplishes its goal. 
Ask for a show of hands—who thinks that the first-time visitor could have reasonably found the way to the desired destination without asking for any directions at all? Some students will put up their hands. Now ask which students think it would be easier for someone to get to the desired destination with directions. Ask them to think about and share out their thoughts on the following question:
What makes written guidance to reaching a goal so valuable? When can it make reaching a goal more difficult?
Explain that it is possible to set and reach a goal without a specific plan, but a plan makes it easier to achieve goals and adapt to unexpected changes outside of one's control. Students will learn in the next activity more about how managerial accountants help companies reach their goals through budgeting. 

	2
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	20
	Presentation: Budgeting
This activity gives students a basic understanding of how and why businesses budget. It also develops their listening and note-taking skills.
To prepare, make notes to guide class discussion using Teacher Resource 3.1, Presentation Notes: Budgeting. Have Teacher Resource 3.1, Presentation: Budgeting (separate PowerPoint file), ready to show as a full-screen slideshow using an LCD projector.
Tell students that when it comes to budgeting, individuals and organizations follow the same basic process. However, businesses usually have much more data to consider than individuals do. For example, businesses base decisions on how much it costs to make products, how much they spend on payroll, whether an increase in the product's price will decrease demand—individuals don't have as much information to process when they create personal budgets. Ask students to take notes about the budgeting process and why it is essential in their course notebook using the Cornell note-taking system or your preferred note-taking system. Explain that they will need the information they record to complete the remaining activities in the lesson. For more information on the Cornell system, see The NAF Learning Handbook. 
Present the slideshow. Use the notes you prepared previously and pause whenever appropriate to encourage class discussion. 
This presentation is duplicated as Student Resource 3.1, Reading: Budgeting. If an LCD projector is unavailable, students can read the presentation, answer the discussion questions in their notebooks, and discuss their answers as a class. This student resource is also helpful for review.
Once students have completed viewing or reading the presentation, ask them to compare their notes and check them for completeness and accuracy. Tell them to add or modify any information necessary and answer any questions they have. Let them know that they will be learning more about what information companies collect to help them make budgetary decisions in the next activity. 
Ask students to review Student Resource 3.1, Reading: Budgeting, as homework.

	
	
	CLASS PERIOD 2

	3
	20
	Reading: Locating Sources of Budget Information
In this activity, students learn about the information and where to find it, to help organizations make budget recommendations. This activity focuses on the following college and career skills:
Developing awareness of one's abilities and performance
Thinking critically and systemically to solve complex problems
Explain to students that when companies hold budget meetings, they usually invite the managers of different departments to attend and work together to develop a budget. Department managers must back up their requests for funding with documentation from many different sources. Depending on the firm and the department, the information that managers gather varies. It is in the best interests of the company and the managers to collect data from many sources to justify their budget recommendations. Often their salaries, and sometimes even their jobs, depending on how successfully they meet the budget goals. 
Next, refer students to Student Resource 3.2, Note-Taking Guide: Locating Budget Information. Explain that they will need to use the information described in Student Resource 3.3, Reading: Locating Budget Information, to help them complete their notes. 
Once students have completed the reading, ask them to pair up to work on Student Resource 3.2. Remind them that effective managers will look to internal (within the company) and external (outside the company) sources of information for their budget data. They should directly relate to their department goals, which ultimately should support the company in reaching its goals. Pairs should discuss the potential sources for each department's budget data and record their ideas about exactly what data they should be seeking. One example for each of the four departments is provided to guide students. 
Circulate and assist students as necessary. Let them know that they will have a chance to apply what they have learned about budgeting to create a next activity poster. 
You may want to gauge student understanding by assessing this resource on a credit/no-credit basis.

	4
	30
	Planning: Budget Poster
This activity helps students make a visual representation of the purpose, process, and importance of budgeting. 
Explain to students that they have been asked by a local small business assistance program to create posters outlining the budget process. The goal of the posters is to relay to clients that budgeting is essential for all businesses, no matter the size. If your students have access to Microsoft PowerPoint and a color printer, consider asking them to create their poster using printed-out slides that they design in PowerPoint. Alternatively, if students have Internet access, consider asking them to make their poster using an online graphic design tool like Canva (https://www.canva.com/), PosterMyWall (http://www.postermywall.com/), or CollageIt (http://www.collageitfree.com/ ). 
Refer students to Student Resource 3.4, Memo: Budget Posters. Ask them to review the requirements the small business assistance program has outlined for the poster assignment. Be sure students are clear that the posters they create must achieve the following:
The poster should outline the six steps of the budget process: analyze previous years' data; locate sources of budget information; set goals for the next fiscal year; develop a plan to meet the goals; forecast the effects of the budget decisions; and monitor, evaluate, and update goals as needed. 
The poster should explain the five purposes of budgeting (communication, coordination, planning, control, and evaluation).
The poster should provide at least two reasons why budgeting is essential for all businesses.
The poster includes a visual to enhance the information on it.
Remind students to review the presentation and the activities they have completed in this lesson to help them compile information for their posters. Refer them to the assessment criteria listed on the bottom of the memo, and make sure they understand what they need to do to succeed on the assignment. 
Ask students to complete a draft of the posters for peer review at the beginning of the next class period. 

	
	
	CLASS PERIOD 3

	5
	10
	Peer Feedback: Budget Posters 
This activity gives students a chance to review their peers' posters and give feedback about improving them before they are assessed. 
Ask students to form groups of three and look at one another's budget posters to give feedback about them that is constructive and helps the students meet or exceed the assessment criteria outlined in the memo. 
Write these ideas on the board for suggested comments students could make:
What is clear or unclear about the poster
What is done well or could be improved
Whether all the required elements are included 
After the groups have all discussed their work, tell them that they will have time to begin completing the final draft of their posters in the next activity. 

	6
	25
	Completing the Final Drafts: Budget Posters
In this activity, students take their peers' comments about their budget posters into consideration and integrate those they think will improve their work.
Tell students that they should now finalize their poster drafts. Remind them to integrate the peer comments they find helpful and refer to the assessment criteria to ensure that they are successful in the activity. 
Circulate and assist as necessary. Ask students to complete the posters for homework and assess them using Teacher Resource 3.2, Assessment Criteria: Budget Poster. 

	7
	15
	Gallery Walk: Reflecting on Budget Posters
In this activity, students have a chance to consider what they have learned from their peers' posters.
Ask students to hang up their budget posters or drafts around the classroom (or display them on screens, if applicable) and then circulate, briefly reviewing each one. Ask students to write down one thing they have learned about budgeting that they will use—for example, to help them successfully complete their projects or refer to when they become managers. 
Tell students that now that they know why budgeting is essential, they are ready for the next lesson, in which they will learn how companies create budgets. 


Extensions
Content Enrichment
For students to get a sense of how budgeting directly affects them, invite a NAF advisory board member or the superintendent of business for the school district to speak to the class. Ask the superintendent to describe how a district or school budget is created. Before the visit, have students think about and record some questions for their guests. You may want to review the questions beforehand for appropriateness.  
Have students attend a budget meeting with the board of education. Students should take notes and return to class prepared to discuss the budget meeting. Discussion prompts might include:
Was there any part of the meeting that surprised you? Explain.
What were the main issues discussed at the meeting?
What would you praise about the meeting?
What would you critique?
How is a school budget different from a business's budget? The same?
What internal and external sources do they get their information from to create a budget?
STEM Integration
Technology: If you have the technology to use apps in your classroom, consider asking students to make their budget posters using an app like PicCollage, ThingLink, or Moldiv.
Technology: Ask students to research three budgeting and forecasting software programs appropriate for a manufacturing business. This assignment should help students understand that there are different ways to approach budgeting and forecasting. Have them complete a comparison grid on the programs. They should act as a salesperson for the software company they choose. Which program would they recommend to a client? Why?
Additional Cross-Curricular Ideas
Economics and Government: Have students visit the US Office of Management and Budget at http://www.gpo.gov/fdsys/browse/collectionGPO.action?collectionCode=BUDGET. Instruct them to select a year and then to click on the file titled Budget of the US Government; then tell them to read and summarize a section for one of the departments, paying particular attention to funding highlights. Students should conclude with a speculative paragraph about why the budget for their department might have increased or decreased in the last decade.
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