


Summary

The purpose of this report is to explain all the different type of methods in budgeting, what is budgeting? one main challenge that’s faced in a fast-changing environment, Traditional approaches in a fast-changing environment, three roles in aiding appropriate cost management approaches, The beyond budgeting method, The success in different types of budgeting models since introduced, Barriers that implement the beyond budgeting models, Examples of increase or decrease of barriers to the implantation of the budgeting models. 
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Introduction
What is budgeting? 
 Budgeting is the process of creating a plan for how to allocate and manage financial resources over a set period. It involves estimating income and expenses, setting limits on spending, and ensuring that money is spent according to priorities and goals. 

Budgeting is a massive part for everyone, and it can be used in so many ways for individuals, businesses, or governments even to track financial health. On the other hand, it can help people save for the future and to try and avoid people from overspending. In all contexts, the goal of budgeting is to ensure that resources are used efficiently, avoid financial shortfalls, and support long-term financial health goals. 

one main challenge that is faced in a fast-changing environment.
Creating a budget for yourself can be extremely hard especially in a fast-changing environment. In today’s rapidly evolving business world, traditional budgeting approaches face significant challenges. Things that effect significant challenges are, lack of flexibility, not having enough flexibility can lock an organisation into predetermined allocations, making it difficult to respond quickly to unexpected changes, in industries like technology or consumer goods, where market dynamics can change overnight, having flexible budgeting is all about where we knowledge gaps and accounting for them. 






Traditional approaches to budgeting in a fast-changing environment.
 
Traditional budgeting methods have been the cornerstone of financial planning for decades, providing organizations with structured frameworks for allocating resources, controlling costs, and setting performance targets. There are many diverse types of traditional budgeting approaches such as, incremental budgeting, which is the simplest method, it tends to perpetuate historical spending habits and does not address inefficiencies or shifts in strategic priorities. 

Another one is zero-based budgeting which requires managers to justify every expense from the ground up, this method ensures that money spent is aligned with current business priorities. ‘Peter A. Pyhrr, is the original author of zero-based budgeting in 1969.’ In 1980 a couple of years after zero based budgeting was made, most companies used this to manage their costs better, especially during the economic times. 

However, many companies saw it as time-consuming. Furthermore, another traditional budgeting approach is line-item budgeting, which is a detailed breakdown of an organization’s expenses by category, such as salaries, rent, and office supplies. It is a simple, transparent method but often lacks the flexibility needed to quickly respond to changing business environments or shifting market demands. Small and average sized business use line-item budgets because its fast to build and easy to use. 





Three Roles in aiding appropriate cost management approaches
Cost management is crucial for any organization seeking to optimize its resources, improve profitability, and achieve financial sustainability. To implement appropriate cost management approaches, various roles across organization must collaborate and contribute in separate ways. These roles involve key stakeholders who are responsible for developing, implementing, monitoring, and adjusting cost management strategies. On the other hand, I will be explaining some of the roles, these roles are:
· A Chief financial officer which plays a significant role in overseeing financial planning, budgeting, and cost management across the organization. They ensure that costs are controlled, and that the organization operates within its financial means. A chief financial officer must have a strong leadership and effective communication skills to lead their finance team to collaborate with other executives. They are also required to work close with other departments to make sure that all financial plans balance with company’s strategic goals. 
· Senior management who are responsible for setting the overall cost management strategy and ensuring is aligns with the organizations long-term goals. They provide the vision, allocate resources, and create a culture of financial discipline across the organization. A senior leader is also responsible to make sure that all employees carry out work that is expected and to meet goals and objectives at the beginning of any project. 
· Procurement and supply chain managers key role is to make sure an organisation is flexible, sustainable, and spending efficiently. They also negotiate with suppliers to secure competitive pricing, manage inventory efficiently to minimize holding costs and reduce waste and monitor supply performance to ensure they meet contractual terms and cost expectations. The most important thing is to make sure suppliers are happy but also you need to be delivering on their promises and prices. 

The beyond budgeting method 
Beyond budgeting is an international network of finance executives that challenge traditional budgeting methods, aiming to create a more flexible, adaptive, and decentralized approach to resource allocation and performance management. Their approach is based on several core principles and practices that are intended to improve organizational agility, responsiveness, and performances. implementing beyond budgeting requires a shift in mindset and organizational processes, the potential benefits such as increased flexibility, improved decision making, and greater employee engagement can lead to long-term success and resilience in an ever-changing business landscape. Moreover, using beyond budgeting may not be suitable for all industries, as it requires a prominent level of transparency, real time data and continuous monitoring. There for organizations must be carefully assess their readiness and ensure they have the right type of systems, processes, and mindset in place to successfully implement beyond budgeting. 

The success in several types of budgeting models since introduced.
There are several types of budgeting models that have its own approach and success metrics. Here are three diverse types of budgeting models.

Incremental budgeting is one of the basic traditional methods and is good to be used for people who do not have enough time to create a budget from scratch. It is simple and easy to implement, it allows for continuity and consistency, making it predictable for organizations. It does not promote innovation or efficiency, it can lead to wasteful spending, as it often perpetuates unnecessary costs from year to year. As for the success it is still used by many organizations to this day, this model has unfortunately become less poplar in dynamic, fast-changing industries due to its lack of flexibility and efficiency. Small to medium sized companies who have a good cash flow, and a strong leadership of managers are most likely to be the best fit for using incremental budgeting. One of the key reasons incremental budgeting remains successful is its simplicity. The model is straightforward and easy to implement, which makes it appealing for organizations with limited resources. It also provides budget continuity, making it easier for managers to plan and allocate resources with minimal disruption. 

Zero based budgeting is a governmental spend strategy from the 1970s, they are making a huge comeback as a business as they started fading in popularity over the ensuing decade. Zero based budgeting encourages cost-effectiveness and helps organizations eliminate inefficiencies. They face challenges such as time-consuming and resource-intensive to implement. For large organizations, it can become cumbersome and might lead to short-term focus over long-term strategic goals. In zero based budgeting success today has seen a resurgence in certain sectors such as government, non-profits, and large corporations. They are wanting to reduce costs and improve efficiency, but its high implementation cost means it is often used in a more limited scope. 

Beyond budgeting advocates, an innovative approach towards financial goals. Since Svenska Handelsbanken introduced this objective in the early 1970s, the company operate successfully and is now a leader in the markets in which it operates. Beyond budgeting is particularly successful in fast changing industries and environments where agility and responsiveness are key to maintaining competitiveness. Organizations that face frequent market disruptions, technological advances, or economic fluctuations benefit from a budgeting approach that allows for real-time adjustments and continuous revaluation of financial and operational goals. 





Barriers that implement the beyond budgeting models. 
Implementing beyond budgeting can offer significant benefits, such as greater flexibility, empowerment, and alignment with strategic goals. However, despite its potential advantages, organizations face several barriers that can hinder the successful implementation of beyond budgeting. These challenges often stem from complicated systems, costly software, too much training needed, lack of collaboration, complex integration, inaccurate or outdated data and inflexibility. However, these challenges can be overcome through careful planning, strong leadership, effective communication, and gradual implementation. A comprehensive approach that addresses both organizational culture and technical infrastructure is essential for beyond budgeting to succeed. Companies that invest in these areas and approach the model with clear strategy are likely to experience greater agility, accountability, and alignment with long-term strategic goals. 

Furthermore, the biggest barrier to implement the beyond budgeting model is cultural resistance to change. This challenge is often more significant than technical or procedural barriers because it involves deep-sated mindsets and organizational norms that have developed over years or even decades.











Examples of increase or decrease of barriers to the implantation of the budgeting models. 
Increased barriers to implementing budgeting models: when organizations try to adopt new budgeting models such as, beyond budgeting, zero-based budgeting, or even adapting traditional approaches like incremental budgeting, several factors can increase the barriers to successful implementation. These barriers are often related to the organizations structure, culture, and resources, as well as external market conditions or regulatory pressures. There are several types of barriers organizations face, which can make it harder to successfully implement these models. An example of one barrier and the increase is:
· Low trust and lack of accountability, this increases barriers because when trust is low, organizations often default to control-based mechanisms like traditional budgeting, which rely on top-down monitoring of budget performance. Beyond budgeting or xero-based budgeting emphasize performance metrics and continuous adaption, which requires teams to take ownership of their decisions, something difficult to achieve in a low-trust environment. If senior leadership does not trust managers to make budget decisions or hold them accountable for their performance, they may resist or feel uncomfortable with beyond budgeting, which gives managers more autonomy. 

While organizations face a range of increased barriers when attempting to adopt new budgeting models, certain factors can decrease these barriers, making it easier for companies to successfully transition to more flexible and strategic budgeting practices. Two key factors that can reduce the barriers to adopting new budgeting models, allowing organizations to take full advantage of their potential are:
· Decentralized organizational decreases because it enables lower-level managers to take ownership of budgets and align financial decisions with operational realities, reducing the control and rigidity of traditional budgeting. This flexibility makes it easier to implement beyond budgeting, which requires continuous adaption to changing conditions. Companies like Netflix and Spotify have decentralized organizational structures that support agile decision-making, making it easier for them to adopt beyond budgeting practices that emphasize flexibility and local responsiveness. 
· A focus on long term strategic goal decreases barriers when organizations focus on strategic goals, they can align their budgets with broader company objectives, allowing for flexibility in resource allocation and investment. This shift reduces the pressure for rigid financial controls and allows for ongoing adjustments to budgets in pursuit of long-term goals. An example of a company that uses this is tesla, who place a strong emphasis on long-term growth and innovation, rather than focusing solely on quarterly financial performance. This mindset aligns well with the principles of beyond budgeting, which prioritize strategic agility and value creation over fixed financial targets. 





Conclusion 


In conclusion, the evolution of budgeting methods shows us how organizations approach to financial planning, control, and resource allocation. It is important for businesses to use different models of budgeting as over the past century’s it has shown how much it makes good changes to business environments. The future of budgeting will involve a hybrid approach, one that blends traditional methods with more dynamics, adaptive, and technology driven solutions. As businesses continue to evolve, so will their budgeting practices.
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