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Executive Summary
This report will focus on how the budgeting process has evolved over the last 50 years and the success of the beyond budgeting model since its introduction. 
Introduction
A budget can be perceived in a few ways but with management accounting it is a quantitative plan used as a tool for deciding which actitivities will be chosen for a future time period. Budgeting operations will include prepraring estimates for future sales, future daily activities and future cash collections and disimbursements, which will then be summarized into an income statement and balance sheet (Coach, 2018). 
The budgeting process has evolved in many ways over the last 50 years due to environmental changes and it is up to organisations to choose what process they are going to use based on their working environment. There are 4 new methods that have been introduced as responses to the perceived weaknesses of traditional budgeting and those are rolling forecasts, zero-based budgeting, balanced scorecard and the activity based model. 
Traditional budgeting 
This budgeting process was first founded in the 1920s as a tool for managing costs and cash flows within large organisations such as General Motors and Siemens. Since then, budgets have been one of the most unavoidable tools for planning and controlling any organisation. However, over the last decade this tool has been in dispute over whether it meets organisational needs in terms of overcoming PESTLE factors in a rapidly changing environment (Uyar , 2009)  as the size of the budget is fixed and inflexible making it difficult to adapt to changes. 
Traditional budgeting has two types of approaches, bottom-up or top-down. The bottom-up approach begins with budgeting at the centre level and requires managers to create their budgets for the next financial year which are then summarised into an overall budget for the company. The top-down process requires a senior executive such as the CEO to establish the company’s overall goals then demand managers incorporate these planned results into their budgets. Both the top-down and bottom-up approach are considered agonising by companies as there is either little or no consideration by CEOs with the bottom-up approach and there is pressure to meet the goals in the top-down approach (Nolan, 2005).
Rolling forecasts budgeting
Rolling budgeting is an alternative to traditional budgeting and believers of this method prefer to revise the budgets rather than abandon them (Uyar , 2009). According to Westra (2017), a rolling forecast does not limit an organisation the way a traditional financial year does as instead of having a set 12-month budget period the rolling forecast is revised several times a year with a new budget. This is thought to keep the budget fresh and relevant as it is constantly being updated with real-time data; in other words, responding to changes in the internal/external environment at the time unlike traditional budgeting.

Zero-based budgeting 
Zero-based budgeting gained its popularity between the 1970s and 1980s and does not use current budgets as a starting point but starts from scratch, giving it its name zero-based budgeting (ZBB) (Uyar , 2009). It is a process that allocates funding based on program efficiency and necessity and in contrast to traditional budgeting it does not look at the history of previous budgets but instead starts off on a clean state at the end of each annual budget period. Zero based budgeting has recently become popular again in both private and public sectors which has stemmed from the financial constraints the 2008 recession caused as a survey by the government shows that 20% of respondents are using ZBB an increase of 50% from before the 2008 recession (Rodrigues , et al., 2015). However, this process is also noticed to be time consuming as large amounts of data is required to work to know what funding and activities need prioritising.
Balanced Scorecard (BSC)
The balanced scorecard is again newer than zero-based budgeting as it was developed in the early 1990s and unlike traditional budgeting the balanced scorecard has a more decentralised approach to management. BSC does not use a top-down or bottom-up approach but measures a business’s performance using both financial and non-financial data. The aim of the balanced scorecard is to set performance targets relating to four dimensions of performance – financial, customer, internal and innovation whilst focusing on different stakeholder groups (Agarwal , 2018).
All companies that use the balanced scorecard will set targets and measures for each perspective to meet organisational objectives as well as engaging and understanding its stakeholders such as employees, customers and suppliers. For more information, see appendix 1.
Managing strategy 
[bookmark: _GoBack]Some companies went a step further with the BSC and noticed it had value to become a strategic management system as well as a performance metric by linking company strategies with short-term financial goals. The managing strategy consists of four processes (see appendix 2); the first process being translating the vision to help managers fully understand what their vision entails. The second process, communicating and linking which requires goals to be set as a department and individually. The third process, business planning which will enable companies to integrate their business plan with their financial plan then feedback and learning as the final process which will consist of gathering feedback, testing the hypothesis on which a strategy is based and making necessary adjustments (Kaplan & Norton, 2007).




Activity based budgeting (ABB) 
According to CGMA (2013), CIMA[footnoteRef:1] Official Terminology activity-based budgeting (ABB) is a method of budgeting based on activity, using cost driver data for the budget setting and variance feedback processes. ABB uses cost drivers identified through activity-based costing (ABC) to help originate budgets and as it suggests in the name the method focuses on activities rather than departments like traditional budgeting. The aim of ABB is to allow the supply of only the resources that are needed to perform activities required to meet the budgeted production and sales volume by using the following 5 steps: [1:  Chartered Institute of Management Accountants] 

5 stages of ABB 
1. Estimate the production and sales volume by individual products and customers
2. Estimate the demand for organisational activities
3. Determine the resources required to perform those activities
4. Estimate the quantity of each resource needed to meet demand 
5. Act to adjust the capacity of resources to match the projected supply (Drury, 2012)
It is also thought that the theory of Porter’s five forces can also apply to this model and by looking at the stages and appendix 3, there are similarities with buyer and supplier power. 
Beyond budgeting
It is thought that budgets have changed dramatically over the last few decades with new methods being adopted to try and make the budgeting process more flexible and self-motivated. The term beyond budgeting is used by Hope and Fraser (1997) cited by Drury (2012) to relate to alternative approaches that should be used instead of traditional annual budgeting to increase effective management and decision-making. Rolling forecasts is suggested as the main alternative because it is a method that embraces KPI’s whilst incorporating exception-based monitoring and benchmarking.
The success of the beyond budgeting model 
The beyond budgeting model (see appendix 4) addresses two main goals; greater flexibility by transitioning from the traditional management model of production and sales to a reformed model of market preview and production based on customer demand and self-organisation and self-controlling for self-optimisation by transitioning from hierarchical management principles to network organisations with decentralised responsibility and decision-making by empowered, motivated employees. The Swedish Svenska Handelsbanken is an example of a company that has survived without a traditional budget for more than 30 years and 10 years before the beyond budgeting model was developed by relying on a decentralised organisational structure like beyond budgeting now influences (Rickards, 2006). While other major companies like Barclays Bank and Boots the Chemist have already adopted the beyond budgeting model and are 2 out of over 70 companies to now fund the BBRT[footnoteRef:2] with others such as IKEA and Unilever now switching and starting to implement the model (Daum, 2003). [2:  Beyond Budgeting Roundtable] 

Conclusion 
To conclude, it is evident that all the new processes have been introduced over the years to respond to changes in the external environment as well as focusing on internal activities. The BSC can be seen to improve employee satisfaction as it focuses more on them and their values, as well as reducing departmental barriers traditional budgeting faces as previously stated both approaches (top-down, bottom-up) can be emotionally draining for employees. Better/beyond budgeting likes the use of forecasting models such as rolling forecasts which allows organisations to become more responsive to changes as the budget is done more frequently thus increasing flexibility while zero-based budgeting increases efficiency as funding is only spent on what is necessary. Lastly, the activity-based model is like zero-based budgeting, however it focuses on spending money on appropriate organisational activities rather than departmental activities like traditional budgeting. However, companies tend to stick to the traditional method as it already known by much of companies and it is thought to be easier as the new processes are noted to be too time consuming and costly when it comes to collecting the data and resources required. 
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