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THE INTRODUCTION 
The budget season brings about mixed emotions for all team members involved. At the core, there is the 
need to create operating and capital budgets that allow for continued success of a business unit within 
the overall success of the organization. Stakes are high and failure to budget properly could result in 
catastrophic outcomes to business operations. Since budgets do not miraculously appear, it is necessary 
for managers and leaders to work diligently at developing operating and capital budgets that contribute 
to positive outcomes.   

 

THE CHALLENGE 
There are a number of challenges involved with developing sound operating and capital budgets. 
Managers and leaders across the nation can attest to the required budget process, that often carries 
with its multiple reviews in order to reach a final budget that works. One of the real challenges to 
developing budgets is maintaining collaborations without abandoning the vision of the organization. The 
vision of an organization is central to the budget process in this way:  the vision provides direction, and 
budgets, both operating and capital, should align to the direction of the organization.   

Rather than discussing the X’s and O’s of budgeting, this White Paper presents 5 budgeting mistakes 
that lead to negative outcomes. There is no one size fits all approach for developing operating and 
capital budgets, therefore the five budgeting mistakes discussed should be understood as universal 
principles that can be implemented within an adopted budgeting process.  
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THE 5 Mistakes 
1. Budgeting Based Solely on Past Performance 

a. Leads to shortsighted analysis of current market conditions and often omits 
consideration of future performance goals. 

2. Budgeting Apart from the Organization’s/Owner’s Strategy 

a. Leads to developing budgets that are inconsistent the organization’s / owner’s strategic 
goals. 

3. Budgeting Capital Without a Capital Improvement Plan 

a. Leads to investing capital funds apart from a cohesive strategy. 

4. Budgeting Without Analyzing Benchmarking Data 

a. Leads to budgeting in a vacuum – producing budgets that are out of alignment with 
market norms.  

5. Budgeting Without Clear Objectives 

a. Leads to increased opportunities for: frustration among staff; wasted man-hours; 
budgeting without necessary internal information. 

 

THE RESULTS 
The budget process should be a team effort, with team members coming together to determine where 
monies should be allocated in the operating and capital budget. Implementing the polar opposite to any 
one of the five budget mistakes mentioned will sharpen the budget process and increase overall 
effectiveness.   

 

 

 

 
 

Disclaimer 

The BOMA Dallas Foundation offers these white papers for informational purposes only, as a courtesy, free of 

charge. BOMA Dallas Foundation and BOMA Dallas do not guarantee the accuracy or completeness of the 

statements reached in these documents nor accept responsibility for the accuracy, reliability, current state, or 

completeness of the information. The information set forth below does not imply any elements of a legal or 

contractual relationship, nor in in any way constitute professional advice, nor should the reader rely on BOMA 

Dallas Foundation or BOMA Dallas for any legal or professional advice whatsoever. Readers are encouraged to seek 

independent professional advice from an attorney or other professional advisor prior to acting on any of the 

information. By reading this white paper, you agree to the terms of this disclaimer and you waive, release and hold 

BOMA Dallas Foundation and BOMA Dallas harmless from and against any and all claims or liabilities related 

thereto.  


