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Neely et al., (2003) explains the twelve weaknesses of traditional methods of budgeting in an analyzed study done to find ways to improve the budget methods, which raises the question of validity and reliability of budgets, nowadays. Whereas, Hansen and Ver der stede (2004), states in his study, the multiple advantages of budget in business culture. Budget is the document where management plans and control the allocation of resources i.e. Factors of production and uses it to compare the actual and expected performance of the business. This may include operational budget, sales budget, material and labor budget, fixed and variable overhead budget. 

Previously larger companies have been using traditional methods to prepare budget which includes zero-based and incremental budgeting, where past and future aspects are considered to allocate the factors of production regardless of any changes that may take place, leading to outdated data which is being used. Cost inefficiency, too much time consumption, encouragement to fraudulent activities are also some of the limitations of traditional budgeting. Due to which management is now more likely to use modern methods to prepare budgets, such as, Activity based budgeting and incorporation of Balance score card with right blend of budgeting is now often promoted in larger entities.  

Budget preparation may take a longer period of time Upper and lower management invest huge amount of time in order to collect the specific data to prepare budgets. It is advised to consider budgets as indicators of the problems that may arise in achievement of organization goals, rather than considering it as solution of the barriers.  
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Organizations previously used zero based budgeting where all the values were set to zero and new values were assigned to each item, though proper justification was given for any changes made, with values being permanent. Managers were able to give new value to each item and reassess the necessity or cost reduction. This method required large amount of time to prepare the budget. Secondly, Incremental budgeting was being practiced which was based on accrual concept i.e. any payments unpaid may be transferred to the next month's budget. This method did not allow efficient evaluation of employee’s performance and critical analysis of organization's performance.

According to Samudrage (2014), it is that traditional budgeting helps in planning and coordinating the resources based on quantitative data, Providing the guidelines to management on how to allocate and distribute the resources, labor and material, and directs management on how to control, plan, coordinate, command and organize and reward. Preparing budgets indicates the setting of strategic targets and anticipating future developments for revenue, costs, production and other important variables. Hence, budget helps in coordinating the financial activities, communicating financial expectations, and evaluating performance of employees in accordance with set targets.  

However, Traditional methods of budgeting were identified with numerous drawbacks. It is often argued that budgets do not cascade the changes that may take place in future. This may discourage the managers to take benefit from any opportunity that may arise or limits them to take any decisions needed at time. Bourmistrov (2013), also states in his paper that Budget is made to create comfort for the managers, not to restrict them. However, traditional methods limit the managers to incorporate any change that may occur, leading to wastage of resources and time served. Moreover, resulting in the out-dating of the data that was used to create the budget and is no more valid and reliable to compare and evaluate the performance of various variables.
 
Bogsnes, (2016), cites in his study that traditional budgeting has no scope of adaption to any changes. He further states that budget is based on principle of "same weather today as tomorrow”. He argued that if any unexpected change may happen then budget will be of no help. Hence, costs a huge amount of time to be dumped as waste and does not serve its originated purpose as it becomes outdated. Not only Bogsnes (2016), but Hope and Fraser (2003) criticized traditional budgeting as inadequate and useless, in their book, "Beyond Budgeting".

Studies highlighted that traditional budgeting were focused on the achievement of short-term goals. Pressure to meet deadlines, achieving the set targets within time and available resources promoted the fraudulent activities and the breach of code of conduct within the organization. Libby and Lindsay, (2003) also argued that "traditional budgeting targets short term perspectives and cost savings in order to meet the objectives". Employees are less likely to add value to the organization's main aim as they are focused to achieve the cost reduction, may it be through manipulation of data and resources. Hope and Fraser, (2003) also supports the argument that companies with significant changes faces an increased workload.  Higgins (2005), Libby and Lindsay (2010) also highlights that the traditional budgeting system leads to unreliable performance evaluation. This is purely a result of too much pressure of achieving targets within set time limits leading to budget gaining. To avoid such consequences and have better system to evaluate performance of employees, larger entities are now inclined to use Balanced score card approach along with a suitable budgeting method. 
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Scholars suggest that businesses may adopt new management tools to improve budgeting methods (Akesson and Severbo 2009). Balance score card is one of the modern management tools to be utilized to overcome the problem of unfair evaluation of employee’s performance. Balanced score card approach provides the employees with achievable targets and the better understanding of reward system. Therefore, they are less likely to be indulging in unethical activities and are less likely to manipulate the variables to achieve short-term targets. Sense of belonging to the organization is created among the employees; hence they are motivated to work in accordance with rules and regulations, resulting in increased added value to the organization.

Compared to traditional budgeting method, where the focus was on the financial related reward system, Incorporation of Balanced score card approach directs the management to evaluate the employee’s performance in accordance with the performance related reward system. It is suggested that suitable budget method is to be selected along with Balance score card in order to unite employees and management on the same path to achieve goals.
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Activity based budgeting is the primary method set to replace traditional budgeting, over past years. New methods are recognized because the old budgeting is no longer sufficient to meet the demands of emerging world of constant changes (Montezemolo and Tarvido 2009). Activity based budgeting identifies the activities performed within resources available, calculate costs of the activities and assign costs to costumers through cost drivers.  Determining the accurate costs of the goods and services is important in order to prepare the accurate, valid and reliable budget. In comparison to the traditional budgeting, Activity based budgeting is more strategically implemented and reduces the risk over cost and time inefficiency as it incorporates the cost drivers while preparing budgets. 

Activity based budgeting was introduced by US-based CAM-1 (ABB - Consortium of Advanced Management - International - Cost management systems, Activity based planning and budgeting Group). The focus was on to introduce new techniques to solve the problems underlying in traditional budgeting. They tried to develop a strong link between operational management and financial evaluation and results. Over a period of time, Activity based budgeting proved to be the accurate tool for management as it helped in planning and improving the accuracy of resources identified and allocated, hence establishing a more realistic budgets while keeping the lower costs and improved labor efficiency.

Activity based budgeting requires the accurate determination of costs of expected plans, in regard to their expected size and required resources in order to use the data represented for present and future use as well, specifically to meet the changes that may take place in demand, orders, services, and consumers. In order to have better control over fixed and variable costs, management need to spend more time than traditional budgeting in preparing the Activity based budgeting. However, this may give a better sight to distribution of workload among employees and a better insight to allocate resources effectively to add more value to the entity.

Traditional budgeting may be obsolete in organizations nowadays, but the importance of budgets as a management tool can never be put aside. To avoid the consequences of drawbacks of traditional methods, new techniques are to be incorporated within the same strategies in order to achieve better outcomes within an organization. However, it is to consider that any approach chosen for budgeting needs to be in accordance with the nature and size of the entity.
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It has been concluded that the modern budgeting method has huge importance as compared to traditional budgeting. It has also been identified that the budgeting method has many benefits for example; it helps in the factor of production as well as the actual and expected performance of the company. However balanced score card tool also has the great importance because it explains how to overcome the issue of unfair evaluation of performance of employees.
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