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Introduction
Budgeting is a vital aspect that every business takes part in as it allows the business to understand where their money is going, it also allows businesses to more accurately forecast profits. Budgeting can be defined as “a quantitative plan prepared for a specific time period” which is expressed in financial terms and prepared for one year (ACCA, 2010). Having a budget creates a financial plan which allows the business to set money aside for certain financial obligations. This allows managers of the business to plan for the future and to ensure that they understand their financial situation. Examples of financial obligations are wages for their employees, and utility costs such as electricity. There are different types of budgets that business can use depending on which method best fits with their business. Traditional methods of budgeting split their budget between departments based off the previous year’s outgoings; whereas zero based budgeting starts with the assumption that all budgets start at zero. Each budgeting method has different advantages and disadvantages, however it has been suggested that more traditional budgeting methods are no longer relevant in today’s society (Wolf, Why It’s Time to Say Goodbye to Traditional Budgeting, 2019). This debate has led to the introduction of beyond budgeting which strives to be a more adaptive method of budgeting. It is more flexible than more traditional methods, which means that it can keep up with the changing business environments (BBRT, 2019). 

The Purpose of Budgeting
Every business needs a budget in order to understand and control their finances. With a budget, the business can plan for the future and create aims for the business. This can motivate employees by giving them something to work towards, and by giving them purpose. Budgeting is also a good way to evaluate the business’ performance as they can compare the yearly budgets and see where they have improved or where they can aim to improve in future years. By comparing their budgets, a business can identify which resources are more scarce resources and ensure that they understand where their money is going (Kaplan, 2018). 


Traditional Budgeting
Traditional budgeting is a common method of budgeting. A traditional budget is created by using the past year’s budget and making adjustments based on things such as the inflation rate and the market situation. The majority of the expenses stay the same from year to year with only new expenses needing to be justified. Using the previous year’s costs and revenues are a key aspect of creating a traditional budget. This form of budgeting is easy to implement and doesn’t take too long to create as it is based off last year’s budget, which will be available to the business. It can also bring stability to the business as it is something that has been used for a long time and is widely understood. This style of budgeting will also add stability due to the unchanging amount of money being spent, every year is relatively the same. This makes predicting future revenue easier. 
However traditional budgeting has been seen to no longer be the most efficient form of budgeting. One of the reasons is the time it takes to create a budget. On average a traditional budget takes four to five months to complete, taking up around 30% of the financial team’s time. In 1998 a study was conducted and the results found that more than 25000 days, per person, will be invested in creating the business’ budget. Along with this, a traditional budget can restrict department’s costs which could hinder them from making necessary purchases. This can limit the department as without these resources they may not be able to complete their tasks fully (Hope, 2003). Within the current business environment changing so rapidly, traditional budgeting can create barriers for the business. Limiting the funds within departments of a business can stunt innovation as it doesn’t budget for extra costs. Even though it makes the budget look good from an incentive standpoint, it can stop the business from moving forwards and keeping up with their competition (PerformanceCanvas, 2019). 




Incremental Budgeting
Similarly, to traditional budgeting, incremental budgeting uses the past year’s budget to create their current budget. The figures from the previous budget are use by adding or subtracting a percentage in order to adjust for the next year’s budget. Incremental budgeting is the most commonly used budgeting method as it is easy to use. Incremental budgeting is easy to implement and calculate, as well as ensuing that funding is continued every year. It’s good to use within companies that aren’t in a changing environment and have very fixed costs. 
However there are not many business environments that aren’t changing within modern environments, which means that incremental budgeting may no longer be the most efficient form of budgeting. Using the past year’s budget and only adding a percentage onto that for the next year can create barriers for the business as, similarly to traditional budgeting, does not allow for any extra costs which can limit innovation. A way in which businesses combat this is through adding cushioning to the budget. This is where a business adds extra money to the budget so that if there are tough financial times then they have excess money to spend without hindering their budget plan (Sherman, 2019). 
In contrast to this, if a department do not spend all the money allocated to them, then they will lose that money within the next budget as it will be calculated that it is not needed. This can lead to managers spending unnecessary money so that they don’t lose their budget. This creates a barrier for the company as it means that they don’t know how much money that departments need (Borad, 2018). 






Zero-based Budgeting
Differing from traditional and incremental budgeting, zero-based budgeting assumes that all budgets start at zero. This means that the budget needs to be built from scratch and every expense must be justified. Each expense must be considered essential to generate profit, and non-essential costs will not be in the budget. This can be positive to implement in times of financial worry for a business as it ensures that only essential costs are being made. It is very efficient and accurate and can help a business manage their finances well (Shuda, 2019). 
However it is very time consuming and most businesses only us it for a short period of time, when in a crisis. It can also be very costly to the company as the time it takes to create the budget uses lots of man power. This can be a barrier to the business as it will mean that they have more outgoings to pay for the budget where the money could be spent elsewhere where it could help the business generate ore profit. 










Beyond Budgeting
Beyond budgeting is a new form of budgeting which was created in order to eliminate the negative impacts of traditional budgeting. Traditional budgeting methods can be restrictive in the ever-changing business environments which makes it less efficient to businesses. The key shareholders within a business have changed through the years, along with the need for things such as brands and customer loyalty. These things can be restricted by traditional budgeting as they change frequently, which a yearly budget cannot account for. Beyond budgeting consists of using different techniques like rolling forecasts and market-related targets in order to keep up with the changing environment. This allows the budget to be more flexible to keep up with the business environment, as well as motivating staff to reach the aims set by the business. 
It is faster than more traditional methods of budgeting, which can be cheaper. It is also decentralised. It can increase customer satisfaction Invalid source specified.. 
However, making the change to beyond budgeting can be difficult for people as it is very different to what they’re used to. Beyond budgeting is all about people, where as more traditional budgeting methods is only about the numbers. It is a very different type of budgeting and it can take time for people to adjust. This can mean that during the change over from traditional to beyond budgeting, the budgeting plan may be incorrect, as human error will be imminent with people learning new things. This also requires more motivation from the staff as they will have to be motivated to learn the new budgeting system, which may decrease as not everyone is open to learning new things. 
The balanced scorecard is a method of strategic planning that allows an organisation to be able to communicate what it is they are attempting to achieve and will also help show what projects and sectors need to be prioritised. This system will also allow the business to measure and monitor their progress when meeting their strategic targets. The balanced scorecard brings forward the idea that a business is viewed in four different perspectives. These are financial, stakeholder, internal process, and organisational capacity. This is an aspect within beyond budgeting due to the visual nature of the strategy. Being able to visualise the importance of different projects will help a business know where to spend their budgets to maximise efficiency. 
Even through the change will be difficult, overall the system will be a more accurate measure of the business’ budgets, as it will be updated more frequently than once a year. For many businesses, such as Handelsbanken, this change has seemed worth the changeover. Handelsbanken are pioneers in the beyond budgeting approach, and have run their company without budgets for almost fifty years. By using this approach Handelsbanken is seen to be the most cost-effective universal bank in Europe.  (rebels, 2019)

Activity Based Costing
Activity based costing is similar to Zero-based budgeting as it is not created using the past year’s budget. It is created by allocating costs to certain activities and then generating the budget dependant on the expected activity. This allows the focus to be on the types of activities are running, rather than allowing different segments of the business to dictate their spending. This will also mean that managers are forced to ensure they have an up to date and detailed knowledge of the processes and activities within the business. (Bragg, 2019)

The private/public sector
Beyond budgeting can be a useful budgeting method within the private sector. Managerial power and responsibility are closely linked, meaning that there is competition between departments. However if the business uses beyond budgeting they will be able to work together more, leaving the competition for other businesses, rather than within them. This will allow the business to function as one business, rather than different departments. Beyond budgeting can be a good motivator for the staff as it will remove the constraints of more traditional budgeting methods.
Traditional budgeting within the public sector has been seen to be too costly and take up too much time. Over the past few years the targeting setting culture has been tightening which is heightening these problems. By using beyond budgeting the public sector can minimise these problems. (Hope J. , 2019)

Conclusion

In conclusion, traditional budgeting may not be the best approach for every style of business. There are certain businesses that may run smoothly with the traditional approach, however, if the business operates in a market that is rapidly changing then other options may suit needs better. Beyond budgeting is being more widely accepted and incorporated as it is much more adaptive in its ways of managing. Since beyond budgeting was introduced it has been more successful, and has created businesses that can change with the market without hesitations. Budgeting processes have been described to be ‘the most ineffective practice in management’. This is due to its tendency to ‘suck energy, time, fun, and big dreams out of an organisation’. Budgeting’s importance is being dismissed as ‘when companies win, in most cases it is despite their budgets, not because of them’ (Welch, 2005). Many companies still, however, use traditional budgeting. Traditional budgeting itself can be seen as a barrier to new approaches such as beyond budgeting. This is due to traditional budgeting being a safety blanket for many businesses and fear of change runs deep within companies. The culture within budgeting is the greatest barrier to changing the ways in which companies budget. (Wolf, 2019)
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