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Abstract 

Financial statement analysis is an important instrument that guides managerial decision making and planning. This paper 
looks at its effects on short-term operational planning and long-term strategic management. Analyzing the financial health 
of an organization, possible risks of a company, and the optimal use of resources, managers can obtain the information by 
examining the key financial ratios, trends, and performance indicators. The study identifies the importance of systematic 
financial analysis in the immediate operation decision, including budget and cost control, and the long-term operation 
planning, including investment activities, development, and sustainability. The results imply that when organizations 
incorporate the practice of periodic financial statement analysis as part of managerial operations, they tend to have better 
quality of decisions, improved risk management, and as well as to be aligned with organizational objectives. The paper 
stresses the importance of financial statement analysis as a medium that connects the operational effectiveness in the 
day-to-day routine with long-term strategic success. 

Keywords: Finanacial Statement Analysis; Managerial Decision-Making; Short-Term Planning; Long-Term Strategic Planning; Risk 
Management. 
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1.​ Introduction 

In the current business world, managerial planning is vital to organizational success in an ever-changing 
world. Managers use the right information and at the right time to make decisions which influence the short 
term as well as the long-term strategic objectives. The financial statements such as balance sheet, income 
statement, and cash flow statement are vital inputs to the financial standing, performance and liquidity of an 
organization. Systematic reviews of these statements using ratio analysis, trend analysis and comparative 
evaluation techniques empower managers to determine profitability, solvency, efficiency and risk. Short-term 
planning entails budgetary, working capital management and operational efficiency, and in this case financial 
analysis assists in determining short term problems and opportunities.  

The long-term planning on the other hand deals with investment plans, expansion plans, and long-term 
development and involves more insight into financial trends and forecasts. Through the application of 
financial statement analysis in managerial planning, organizations can improve the quality of 
decision-making, resource allocation, and be able to guarantee short-term performance as well as 
sustainability of growth. 

2.​ Problem Statement and Objectives 

Although financial information is available, most organizations find it hard to use such financial statements to 
plan their managers. Complex financial data can be very difficult to interpret and apply to operation and 
strategy decisions by managers. This may result in short-term actions that are sub-optimal, i.e. may allocate 
resources inefficiently, mismanage cash flows or budget poorly, or cause longer-term problems, such as 
making inappropriate investment choices and bad growth plans. It is therefore important to understand how 
much financial statement analysis can affect the managerial planning to improve organizational performance. 
The overall goals of this research are the following, 

1. To study how the financial statement analysis can be used to support the short-term managerial planning 
decisions.  

2. To explore whether financial statement analysis has any effect on long term strategic planning.  

3. To determine which financial performance metrics and tools are most likely to be instrumental in informing 
managerial decision-making.  

4. To offer suggestions on how to incorporate financial analysis in the process of management to enhance the 
quality of decision and organizational performance. 

3.​ Literature Review 

Financial statement analysis has been established as an important pillar of good managerial decision making. 
Financial statements depict quantifiable data that indicate financial positioning, performance and cash flows 
of an organization necessary in making both operational and strategic decisions [7]. The most popular 
methods are ratio analysis, trend analysis, and comparative financial analysis, which enables managers to 
evaluate profitability, liquidity, solvency and efficiency [5]. Financial insights are very dependent on 
short-term managerial planning to make sure that the budgeting, working capital, and cost control are 
effective.  

The on-time analysis of financial statements helps the managers to predict the cash flow deficits, streamline 
the operational resources, and counteract the immediate financial risks [3]. On the other hand, long-term 
planning involves the knowledge of financial trends and projections to direct investment decisions, capital 
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expansion and strategic growth plans. Organizations that incorporate financial analysis in their strategic 
planning have greater alignment with their long-term objectives and improved financial performance in 
general [6], [4]. In addition, the literature available highlights how financial analysis should be incorporated in 
decision-making systems.  

Financial ratio interpretation does not only give managers an insight into the financial performance of the 
organization as it is, but it also acts as a predictive tool of upcoming performance [1]. Companies that include 
financial analysis in the short- and long-term planning systematically show superior risk management and 
efficiency in resource allocation [2]. Financial statement analysis is also very important in long-term, strategic 
planning. The common ratios used to make decisions applicable to capital investments, expansion initiatives, 
and sustainable growth strategies include profitability ratios, debt-to-equity ratios, and trend analysis. 
According to managers, awareness of financial trends and prediction of possible performance situations 
enhances certainty in strategic commitment. This confirms earlier studies that the effectiveness of long-term 
planning is related to the skills of managers to analyze financial data to forecast the results in the future [6]. 
Also, managerial accounting methods and cost management practices have also been found to improve 
strategic decision-making and long-term performance of an organization [12], [14]. The literature, in general, 
suggests that financial statement analysis is an essential part of managerial planning, which determines the 
daily operational decisions and strategic growth programs. Nonetheless, there are still areas of knowledge on 
how much it affects various horizons of planning and in industries, and additional empirical studies are 
necessary. 

4.​ Research Methodology and Data Collection 

The current research is a quantitative research study where the researcher seeks to find out how financial 
statement analysis influences short term and long-term managerial planning. The research will help to create a 
good correlation between financial data analysis and planning performance through structured financial data 
and managerial feedback.  

4.1. Research Design  

The research design used is descriptive and analytical to determine the use of financial statements by 
managers in planning processes. The paper is aimed at comprehending how the major financial indicators, 
including the liquidity ratios, the profitability ratios, and the leverage ratios, affect operational and strategic 
decision-making. The correlation and regression tests are employed to measure the relationship between the 
results of financial statement analysis and managerial planning.  

4.2.​ Data Collection  

A combination of primary and secondary sources yielded data that depicts the following table 1. 

Table 1. Data Collection 

Primary Data Surveys and structured interviews are conducted with managers from various industries to gather insights into how 
they use financial statements in short-term and long-term planning. Managers are asked about their decision-making 
practices, reliance on financial ratios, and challenges faced during planning. 

Secondary 
Data 

Historical financial statements, annual reports, and published financial records of selected organizations are 
analysed to assess trends, ratios, and performance metrics relevant to managerial planning. 
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The research is aimed at the middle and top managers who are directly concerned with the financial 
decision-making process and strategic planning. Purposive sampling method will be used to ensure that the 
respondents possess adequate experience in the application of financial statements to carry out their planning. 
Data obtained is evaluated with statistical applications like SPSS or Excel. The descriptive statistics will 
summarize the managerial practice and the use of financial analysis, and inferential statistics (correlation 
analysis and regression analysis) will be used to evaluate the effect of the financial statement analysis on the 
effectiveness of short-term and long-term planning.  

The methodology offers an all-encompassing insight into how the financial analysis of a financial statement 
can inform the decision that both operations and strategic planning can be made with regarding a company to 
improve its performance, since it merges managerial views and actual monetary data. 

5.​ Findings and Discussions 

The data collected is analyzed and it was found that there is a strong correlation between financial statement 
analysis and managerial planning of the short- and long-term goals.  

5.1. Short-Term Managerial Planning Impact 

The research demonstrates that operations managers utilize financial statements a lot to make their operational 
decisions like budget, cash flow, and cost control. It was observed that the most consulted indicator regarding 
short term planning was liquidity ratios, which comprised of current ratio and quick ratio. Managers 
mentioned that timely financial analysis enables them to recognize a possible lack of cash flows, distribute 
their resources effectively, and implement corrective measures to prevent operational errors and shocks. These 
results are consistent with the past studies, which show that continuous financial monitoring and analysis are 
highly effective in determining the effectiveness of short-term planning.  

5.2. Long-Term Managerial Planning Impact 

Analysis of financial statements is also important in long term, strategic planning. Common decision-making 
in terms of capital investments, expansion initiative and sustainable growth of a company is informed with the 
help of profitability ratios, the debt-to-equity ratios and trend analysis. Managers suggested that one knows 
better financial trends and predicts the possible performance scenarios, the more confident they are making 
strategic commitments. This is in line with earlier research, which has shown that the effectiveness of 
long-term planning is reliant on the capability of managers to use financial information to make long-term 
predictions.  

5.3. Comparative Insights  

Although short-term and long-term planning is better supported by financial statement analysis, the study 
concludes that the short-term planning is based on liquidity and operation measures more than long term 
planning is based on profitability, solvency and trend-based analysis. Also, the managers who have made the 
system to include the analysis of financial statements in their planning processes reported to be more accurate 
in the decision making and closer to organizational goals.  

5.4. Managerial Perception  

According to interviews, managers consider financial statement analysis not just a diagnostic tool used to 
assess previous performance, but also a predictive tool to wield future action plans. Quantitative financial 
information combined with managerial skills makes the decision-making process more powerful, minimizes 
the risk, and improves the overall organizational performance. The results indicate that an analysis of financial 

4

Dr. Hlaing Htake Khaung Tin / International Journal of Research Publications (IJRP.ORG)

www.ijrp.org



​ ​ ​  

statements cannot be done without when it comes to proper managerial planning. It facilitates a process 
whereby managers can address the immediate needs of operations regarding the long-term strategic goals and 
therefore would ensure that the organization is in a place of sustainable development. Companies that focus 
on financial literacy and systematic financial analyzing among managers have a successful performance in 
their levels of operational effectiveness and strategic decision making. 

Table 2: Key Financial Ratios and Their Use in Managerial Planning 

Financial Ratio Short-Term Planning Use Long-Term Planning Use 

Current Ratio Cash flow management, liquidity tracking – 

Quick Ratio Immediate liquidity assessment – 

Debt-to-Equity Ratio – Assessing financial leverage and risk 

Net Profit Margin Operational efficiency evaluation Profitability trend analysis for growth 

Return on Assets 
(ROA) 

– Evaluating long-term resource utilization 

Trend Analysis – Forecasting revenue, cost, and growth 

Table 3: Managerial Perceptions of Financial Statement Analysis 

Statement Strongly 
Agree 

Agree Neutral Disagree Strongly 
Disagree 

Financial statements help in short-term planning 50% 35% 10% 5% 0% 

Financial statements guide long-term decisions 45% 40% 10% 5% 0% 

Financial ratio analysis improves decision quality 55% 35% 5% 5% 0% 

Table 3 findings demonstrate that there is an overwhelming agreement between the managers on the relevance 
of financial statement analysis in the short-term and long-term decision making. Most of the respondents had 
positive perceptions in all the statements which means that financial information is a very important aspect of 
management practice. Regarding short-term planning, 85 percent of the respondents strongly agreed/ agreed 
that financial statements are important to short-term planning. This underscores the dependence of the 
managers on financial information in budgeting, managing cash flows and controlling costs.  

The comparatively small proportion of neutral (10) and negative answers (5) implies that many managers are 
aware of the practical use of financial reporting in the immediate operation environment. These conclusions 
are in line with the existing research, which states that short-term decision-making is highly associated with 
constant financial control and analysis in time [3], [12]. In the case of long-term decision-making, the same 
high degree of agreement (85%) was found. This implies that financial statements do not only serve the 
purpose of normal operation but also act as a basis of strategy planning. Managers seem to rely on the 
financial trends, measures of profitability, and analysis of the capital structure in the process of making 
decisions that are associated with investments and organizational development. This is in line with previous 
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studies indicating that long-term planning efficiency highly depends on financial performance interpretation 
and forecasting skills [6], [14].  

The highest response percentage of 90 was registered under the role of financial ratio analysis in enhancing 
better decision-making. This implies that the ratio analysis is viewed as an effective tool of analysis that 
improves correctness and dependability of managerial decisions. Financial ratios allow the managers to assess 
the performance of organizations more efficiently and make wise decisions by giving them insights into 
liquidity, profitability and solvency. This is in line with existing studies that show that the combination of 
financial analysis methods is a critical factor towards enhancing the decision-making capabilities and resource 
allocation efficiency [2], [12], [14].  

The findings illustrate that financial statement analysis has been widely accepted as a key instrument in 
operational as well as strategic management. The high percentage of agreement on all statements is a pointer 
to the high levels of agreement between the managerial perceptions and the theoretical frameworks laid down. 
Nevertheless, the fact that a small percentage of neutral answers is present implies that some differences 
might still exist in the degree of financial analysis use, and they might occur because of a disparity in the level 
of managerial skills, company size, or the availability of analytical resources. This shows that more studies 
should be conducted to investigate these differences and advance the use of financial analysis in different 
business environments. 

Table 4: Frequency of Financial Ratios Used in Planning 

Ratio Short-Term Use (%) Long-Term Use (%) 

Current Ratio 85 10 

Quick Ratio 75 5 

Debt-to-Equity Ratio 20 80 

Net Profit Margin 60 70 

Return on Assets 
(ROA) 

15 65 

Trend Analysis 10 90 

Table 4 shows the frequency of financial ratios applied by managers in both the short and long run planning. 
Results indicate the existence of a strong difference in financial indicators that are desired at various planning 
horizons. In the short-term plan, the most common indicators are liquidity ratios. There is the greatest use of 
the current ratio (85%), then the quick ratio (75%). It shows that liquidity assessment is the key factor that 
managers consider in making operational decisions like cash flow management, budgeting and satisfying the 
short run obligations. Comparatively, there is a much lower utilization of the ratios in the long-term (10 
percent and 5 percent, respectively), indicating that the liquidity ratios are not important in strategic planning.  

The above findings align with the previous studies emphasizing the significance of liquidity analysis in the 
short-term financial management and efficiency in the operations [3], [12]. Financial structure and 
profitability ratios, in their turn, are more inclined to short-term planning. The debt-to-equity ratio appears to 
be widely applied in long-term decisions (80 percent) and infrequently in short-term situations (20 percent), 
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which means that the ratio is significant in estimating capital structure and financial risk. In the same manner, 
net profit margin (70%), and return on assets (ROA) (65%) are the most used metrics to assess long-term 
performance due to their usefulness in determining the overall performance and efficiency of investment 
initiatives. These findings allow confirming the current literature which underlines that profitability and 
solvency indicators play a paramount role in strategy decision-making and planning of sustainable growth [6], 
[14].  

The trend analysis has shown the greatest long-term utilization (90) and little, short-term planning (10). This 
implies that managers put a lot of emphasis on historical financial trends and forecasting methods when they 
are making long-term strategic decisions. Trend analysis is highly favored, which demonstrates the relevance 
of future financial assessment in determining investment and growth policies. This is in line with the previous 
research that has highlighted the importance of trend-based analysis in the determination of future 
performance and the effectiveness of strategic planning [6], [12], [14]. Overall, the results suggest that 
managers use various tools of financial analysis regarding the time frame of planning. Short-term decisions 
are more based on liquidity ratios whereas long-term planning is more determined by profitability, solvency, 
and trend measures. Such distinction is a logical and systematic process of financial decision making, which is 
in line with the set of theories of financial management. Nevertheless, the fact that the usage of some of the 
ratios in particular situations is relatively lower indicates that there might be some gaps in the practice of 
analytical activities, and they might need to be further trained or given better access to financial analysis tools. 

 

Figure 1. Frequency of financial ratios 

The results of Table 3 and Table 4 give detailed information on managerial perceptions and real practices in 
terms of financial analysis of the statements in decision-making. They both portray a solid theoretical 
understanding of financial analysis as well as a consistent trend towards its practical use at various planning 
horizons. Table 3 shows that managers largely agree on the significance of financial statement analysis, as 85 
percent of them think it is important in both short- and long-term planning and 90 percent of the managers 
agree that financial ratio analysis is helpful in enhancing the quality of decisions. This is a great deal of 
agreement that financial analysis is penetrating deep to managerial thinking and is viewed as a main weapon 
of successful decision-making. These are the same perceptions that have been in line with earlier research that 
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underline the importance of financial information in improving operational control as well as strategic 
planning [2], [6], [12], [14].  

A closer look, however, will show a more subtle image when looking at the actual application of financial 
ratios, as shown in Table 4. Although managers are relatively confident in the overall analysis of financial 
statements, there is a wide difference in the way they use the specific ratios in relation to the context of 
planning. To plan in the short term, liquidity ratios prevail, including the current ratio (85%), and quick ratio 
(75%), which indicates that the company is more concerned with cash flow management and liquidity to 
cover short-term financial commitments. This is in line with previous research that decisions made in the short 
term are mainly about keeping afloat and ensuring operations are stable [3], [12]. Long-term planning, on the 
contrary, is more dependent on profitability-based, solvency-based and trend-based measures. Financial 
performance, risk, and efficiency of investments are commonly cited using the debt-to-equity ratio (80%), net 
profit margin (70%), and the return on assets (65%).  

Also, trend analysis indicates that long-term planning (90 percent) is the most used trend and thus forecasting 
and performance analysis over time is important. Such findings confirm the opinion that strategic 
decision-making must have a wider and more prospective financial viewpoint [6], [14]. When comparing 
perception (Table 3) with practice (Table 4) one can notice the high levels of harmony, as well as indicate a 
significant difference. Although managers may have a common idea regarding the significance of financial 
analysis, they hardly use all tools according to the requirements of decision making. This is a sign of a logical 
and situational methodology as opposed to equal application of all financial methods.  

This kind of differentiation demonstrates the level of developed knowledge of the principles of financial 
management, when analytical means are selected depending on the decision and the time frame. However, the 
fact that some of the ratios are less utilized in given circumstances provides some grounds for considering 
improvement. Indicatively, the little use of profitability ratio in short term planning and use of liquidity ratio 
in long term planning could be the result of the failure to seize the opportunity of the more integrated financial 
analysis. This gap implies that organizations might gain advantages in using a more holistic approach that 
integrates several financial indicators at different horizons of planning. Generally, the combined results prove 
the idea that financial statement analysis is crucial in managerial decision-making, either on a perception or a 
practice basis. The findings indicate the necessity of matching the methods of financial analysis with the goals 
of planning as well as the need to utilize the financial tools more widely and in a balanced way to improve the 
quality of decisions and performance of the organization [2], [3], [6], [12], [14]. It is possible to depict it in 
the form of a clustered bar chart in the form of two bars, one of which represents short-term use and another 
long-term use.  

Table 5: Managerial Reliance on Financial Statements 

Category Percentage 

Short-Term Planning 30% 

Long-Term Planning 25% 

Both Short-Term & Long-Term 40% 

Rarely 5% 
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Table 5 shows the level of dependence by managers on financial statements within various time horizons of 
planning. The results show that the highest percentage of the respondents (40 percent) base their short and 
long-term planning on financial statement. This implies that many managers take a holistic approach and use 
financial information in both the operational and strategic information-making. This reliance is an attribute of 
the wide applicability of the financial statement analysis to assist various managerial processes and improve 
the overall performance of the organization [2], [6]. Conversely 30 percent of managers stated that they used 
financial statements as a foundation to do their short-term planning with 25 percent saying that they used it as 
a foundation to do their long-term planning.  

This allocation underscores the fact that despite the popularity of financial statements, this use can be different 
depending on the position of the manager, priorities of the organization or decision making. The increased use 
of short-term planning implies that financial information is especially important in the operation needs in the 
short run like budgeting, cash flow management and cost control. Simultaneously, a large percentage of 
managers also make use of financial information to plan long-term strategies such as investment planning and 
performance appraisal [3], [12]. Very few respondents (5-percent) said that they seldom used financial 
statements in their decision-making. This low dependency signifies that the financial statement analysis is 
usually viewed as an indispensable management instrument in organizations. 

Nonetheless, the fact that this group exists might indicate the possibility of financial literacy gaps, financial 
data availability, or alternative decision-making styles. In general, the findings underline the need to advance 
effective financial analysis procedures to make managers able to utilize the financial data to the maximum in 
both short-term and long-term planning scenarios [12], [14]. 

 

Figure 2. Summary of the managerial reliance on financial statements 

6.​ Conclusions and Recommendations 

Through this research it is evident that financial statement analysis plays a very important role in short-term 
and long-term managerial planning. When making short term plans, managers use liquidity and operational 
measures to make decisions in time on matters that relate to budgeting, management of cash flow, and control 
of costs. Long-term planning, on the contrary, is controlled by profitability, solvency, and trend analysis to 
make strategic decisions like investment planning, expansion efforts, and sustainable growth. The results 
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point out that, when organizations incorporate the analysis of financial statements in the management 
processes, then they are better placed in the allocation of resources, risk management and goal congruency in 
the organization. Analysis of financial statements therefore acts as an inference between short term operation 
effectiveness and long-term strategic prosperity. The recommendations of this research are the following table 
6. These recommendations will enable organizations to reinforce managerial planning, decision-making, and 
attain sustainable organizational performance. 

Table 6. Recommendations of the research 

Regular Financial 
Analysis 

Managers should perform regular financial statement analysis to support both short-term and long-term 
planning, ensuring decisions are based on accurate and up-to-date information. 

Financial Training for 
Managers 

Organizations should invest in training programs to enhance managerial financial literacy, enabling 
more effective interpretation and application of financial data. 

Integration into Planning 
Processes 

Financial analysis should be formally integrated into organizational planning frameworks to ensure 
that both operational and strategic decisions are data driven. 

Use of Analytical Tools Organizations are encouraged to adopt advanced analytical tools and software to facilitate trend 
analysis, forecasting, and scenario planning, improving decision accuracy and efficiency. 

Continuous Monitoring Managers should establish ongoing monitoring systems to track financial performance and adjust plans 
proactively in response to emerging trends or risks. 
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