FORECASTING,
BUDGETING, AND
PLANNING FOR
MANUFACTURERS
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Jim Dascenzo, CPA

Principal, Manufacturing Solutions Group
Jim is a Principal in the Youngstown, Ohio office of HBK CPAs &
Consultants. After graduating from Youngstown State University, he
joined the firm in 1988. He is the Director of the HBK’s
Manufacturing Solutions Group, the firm’s industry group focused on
supporting manufacturing clients.
Jim has extensive experience in the areas of tax planning, estate
planning, business consulting, finance and accounting services.
While Jim works with a variety of industries, he specializes in
manufacturing services, with vast experience supporting plastic
processing, steel fabrication, food manufacturing, signage, industrial
products and additive manufacturing clients.

P: (330) 758-8613
E: jdascenzo@hbkcpa.com

Jim is an active member of the Mahoning Valley Community.
He participates in several community organizations including as
Chair and Executive Committee Board Member of the Youngstown
Business Incubator.
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Amy Reynallt, MBA

Manager, Manufacturing Solutions Group
Amy is a Manager of HBK’s Manufacturing Solutions Group and is
located in the Youngstown, Ohio office. She joined HBK in 2019 after
spending more than 13 years in the manufacturing industry.
Amy helps manufacturing companies navigate their strategic and
financial matters. She works closely with clients to support them with
managerial tasks including budgeting, cost accounting, process
documentation, and strategic planning, and acts as a virtual CFO for
clients undergoing transition in their accounting departments. Amy’s
work is focused on helping her clients plan, execute and meet their
short- and long-term goals. In addition, Amy is a member of the
firm’s COVID-19 Response Team, specializing in relief options,
including the Economic Injury Disaster Loan and Paycheck
Protection Program.

P: (330) 758-8613
E: areynallt@hbkcpa.com

Amy is a member of the Strategic Planning Committee for the
Youngstown Business Incubator.
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TODAY’S DISCUSSION
• Forecasts, Budgets, & Plans
 Defining the differences
 How to prepare
 Considerations of each tool
 Communication
 Actions to take now
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Overview
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TOOLS FOR PLANNING
Forecasts vs. Budgets

• Forecasts:
• Actual expectations as to what will happen
• Generally specific to certain areas: i.e. sales, cash, lender covenants, etc.
• May be updated multiple times in a year
• Budgets:
• Represents a plan; hopefully in conjunction with strategic plan
• Generally more useable when achievability is considered
• Can be compared to actual performance to determine whether progress is being made
towards goals
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TOOLS FOR PLANNING
Business Plans:

• Short Term (Tactical) Plan:
• Established tactics to be executed in order to meet a given goal
• Generally, short term focused
• Tax Plan
• Planning for specific purpose, in this case taxes
• Important to manage expectations of management for cash outlays, liabilities, etc.
• Strategic Plan:
• Establishes process to be taken in order to meet bigger picture vision
• Generally, 3-5 years with shorter terms actions
• Succession Plan
• Plan for the future
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TOOLS FOR PLANNING

Forecasts

Budgets

Plans
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Forecasts & Budgets: Preparation
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PREPARATION
Forecast

Budget

Specific critical areas: sales, cash,
covenants, etc.

All financial performance areas

Frequency of Update

Generally, multiple times
throughout course of year

Generally, once per year – or as
plan changes

Input Considerations

Actual trends, market data,
communication (projections) from
related external and internal
parties

Management plan, although similar
inputs as forecast can increase
reliability and ability to perform

Tools to Use

Accounting software, historical
databases, spreadsheet software

Accounting software, historical
databases, spreadsheet software

As desired, but critical!

As desired, but critical!

Data Covered

Review Frequency
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CHANGE MANAGEMENT
Change is Inevitable

• Goal to have tools that will help managers make business decisions
• But, at times change is a necessity
• Think COVID-19, loss of customer, supply chain disruptions, political factors, natural disasters,
significant resource changes
• If tools become irrelevant, tools will lose credibility; will managers lose credibility too?
• Allow the tools to help guide the business.
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PREPARATION
Sales Forecast

• Think about what types of sales drive costs, business
decisions, etc.
• Customer
• Product Line
• SKU
• Use sales trends, history, and feedback, but also
consider:
• Product life cycle
• Sales growth
• Market impact

Customer A Sales
$1,000,000.00
$900,000.00
$800,000.00
$700,000.00
$600,000.00
$500,000.00
$400,000.00

2018

2019

2020

Customer B Sales
$1,000,000.00
$900,000.00
$800,000.00
$700,000.00
$600,000.00
$500,000.00
$400,000.00

2018

2019

2020
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PREPARATION
Cash or Covenant Forecast

• Useful for all, but especially important when liquidity is a concern, cap X purchases planned,
significant growth anticipated, improving lender relationship, etc.
• Do you have enough cash to support a business downturn?
• For instance, what if PPP and EIDL were not available?
• Do you have enough cash to support substantial growth?
• Generally, manufacturers are financing customer activity.
• Creates visibility into future
• Helps business plan if struggles arise
• Cash forecasts allows for management decisions, vs. software dictating when customers will pay
and when vendors will be paid
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PREPARATION
Major Cost Forecast

• Think about significant costs to business:
• Material costs
• Compensation
• Service agreements
• Growth / capital expenditures
• Emphasize focus on cost management of these areas
• Consider both cash and cash availability
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Plans: Preparation
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PREPARATION
Time
Goal Example 1

Relationship

Short-Term (Tactical)

Long-Term (Strategic)

< 1 year

3-5 years

Introduce a new product using
existing technology

Adopt a new process or
technology that will allow us to
enter a new end-user market and
diversify our customer base

A strategic plan may require a tactical plan in order to take logical steps
towards a strategic vision. In this case, a tactical plan becomes a
roadmap that can be developed in parts, as progress is made.
If used standalone:
• a tactical plan will likely not provide transformation to a business.
• a strategic plan may not be viewed as realistic or achievable by those
taking action, increasing the likelihood that the plan fails
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PREPARATION

2021
Tactics

2022
Tactics

2023
Tactics

REACHING
STRATEGIC
PLAN
VISION
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STRATEGIC PLAN PROCESS
Vision, Mission, Values & Goals:
Definition

Example

Vision

Aspiration of the business

To gain 75% market share in the NE USA by
2025

Mission

Purpose of the business

To be a world-class manufacturer and supplier
to the building products industry

Values

Drives culture & business decisions

Customer focus, quality, integrity

Goals

Tactics to meet vision, considering mission &
values

*Increase revenue by 20% in 2021
*Reduce internal quality defects to <1000 ppm
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STRATEGIC PLAN PROCESS
Where are we today?

• To determine where we are going, start with where we are at today
• Financial situation
• Resources
• Culture
• Customers
• Suppliers
• Competitors
• Politics
• Environment
• Legal
• Technology
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STRATEGIC PLAN PROCESS
SWOT Analysis:

Strengths

•
•
•
•
•

Competitive Advantages
Technology
Engineering team
ISO certification
Lean implementation
Opportunities

• Application of current technology to new
market
• Increase in tariffs leading to more onshoring
opportunities
• Bid opportunity with new long-time prospect

Weaknesses
• Cash flow is lower than desired
• Competitor implemented customer portal
that is highly regarded
• Limited vertical integration causing
reliance on suppliers
Threats
• New proposed environmental regulations
will require resources
• Loss of key customers due to COVID19/recession
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STRATEGIC PLAN PROCESS
Other Tools:

• VRIO • Baldridge framework • Porter’s Five Forces • PEST/PESTLE Analysis • Value Stream Mapping -

assists in the development of a vision
specific methodology for implementing innovation and
improvement
helps in evaluation of markets & competitive forces
aids in evaluating the impact of external forces on the
manufacturer
helps in development of processes to improve efficiency (reduce
cost)
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STRATEGIC PLAN PROCESS
Action Plans:

• When current state and desired stated are developed, fill in the gap with actions
• Tactical plan
• Action Items
• Balanced Scorecard
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STRATEGIC PLAN PROCESS
Action Plan Considerations:

• Important Factors:
• WHAT is the action and expected result
• WHO will lead & participate
• WHEN will actions take place
• COST (or cost/benefit analysis)
• Ensure the plan is measurable
• Determine milestones and follow-up required

23

Plans: Communication
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COMMUNICATION
• Determine what should be communicated to who
• Key Performance Indicators or Measurables
• Dashboards
• Scorecards
• How will you hold the team accountable?
• When should follow up occur?
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Other Plans

26

OTHER PLANS
• Tax Planning
• Especially important in 2020 due to impact of COVID-19 on many
manufacturers
• Considerations may include a different state of profitability & tools available
as well as COVID-19 specific relief such as the PPP loan or grant interaction
with those tools
• Legislation/tax guidance evolves constantly
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OTHER PLANS
• Succession Plans
• Think about both desire plans as well as emergency plans
• Considerations may include:
• Time frame
• The right people
• Alignment between current owner and successor
• Financial goals / estate planning
• Legacy
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Today’s Plan
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TODAY’S PLAN
• Do you have the tools we discussed?
• If so, are they up to date?
• Do they represent current vision and goals?
• Consider 2020
• Remainder of the year
• Tax planning
• Consider 2021
• Do you know your vision?
• Do you have a plan to meet that vision?
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NEED MORE INFORMATION?
Jim Dascenzo, CPA

Principal, Manufacturing Solutions Group

(330) 758-8613 | jdascenzo@hbkcpa.com

Amy Reynallt, MBA

Manager, Manufacturing Solutions Group

(330) 758-8613 | areynallt@hbkcpa.com
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Hill, Barth & King, LLC (“HBK”) is a
multidisciplinary financial services firm, offering
the collective intelligence of hundreds of
professionals committed to delivering exceptional
client service across a wide range of tax,
accounting, audit, business advisory, valuation,
financial planning, wealth management and
support services.
Copyright © 2020 Hill, Barth & King, LLC. All
rights reserved.
This Presentation contains general information
only, and HBK is not providing through this
presentation accounting, tax, business, financial,
investment, legal or other professional services
or advice. This presentation is not a substitute for
professional services or advice, and it must not
be used as a basis for any decision or action that
may affect you or your business. Please consult
a qualified business advisor before making any
decision or taking any action that may affect your
business. HBK shall not be responsible for any
loss sustained by any person who relies on this
presentation.
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