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The changes introduced by the Delta Model 
• Add the Triangle to decide on the strategic positioning 
• Add the Adaptive Processes to expand the implementation tasks 



THE BUDGET 




BUDGETING AND STRATEGIC FUNDS 

Strategic funds are expense items required for the 
implementation of strategic action programs whose 
benefits are expected to be accrued in the long term, 
beyond the current budget period. 



There are 3 major components of strategic funds: 

1. 	 Investment in tangible assets, such as new 
production capacity, new machinery and tools, 
new vehicles for distribution, new office space, 
new warehouse space, and new acquisitions. 

2. 	 Increases (or decreases) in working capital 
generated from strategic commitments, such as 
the impact of increases in inventories and 
receivables resulting from an increase in sales; the 
need to accumulate larger inventories to provide 
better services; increasing receivables resulting 
from a change in the policy of loans to customers, 
and so on. 

3. 	 Development expenses that are over and above the 
needs of existing business, such as advertising to 
introduce a new product or to reposition an 
existing one; R&D expenses of new products; 
major cost reduction programs for existing 
products; introductory discounts, sales 
promotions, and free samples to stimulate first 
purchases; development of management systems 
such as planning, control, and compensation; 
certain engineering studies, and so on. 



SPLITTING THE PROFIT AND LOSS STATEMENT OF A DIVISION IN 
TERMS OF OPERATIONAL AND STRATEGIC EXPENSES 

 Net sales 
Less: 

Variable mfg. costs 
Depreciation 
Other fixed mfg. costs 

 Gross margin 
Less: 

Marketing expenses 
Admin. expenses 
Research expenses 

 Division margin 
 Operating margin 
 Total strategic expenses 

Conventional Operational Strategic* 
Statement Expenses Expenses 

100 100 -

30 30 -
20 20 -
10 5 5 

40 45 -

15 5 10 
10 5 5 
5 0 5 

10 
35 

25 
* Also called Development Expenses 



STRATEGIC FUNDS PROGRAMMING AND OPERATIONAL BUDGETS – 
AN ILLUSTRATION 






