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a) Identify and analyse inherent weaknesses that could be considered as part of the annual budget model;

[bookmark: _Toc5408513]Inherent Weaknesses of annual budgeting model
Almost all organizations opt for budgeting before commencing the financial year. Organizations go through this process of budgeting with the aim of allocating available resources according to the needs. If on one hand annual budgeting or traditional budgeting proves beneficial for the company, it does have its share of inherent weaknesses. Some of them are discussed below. 
[bookmark: _Toc5408514]Expensive and time-consuming 
Budgeting involves huge manpower in order to allocate and distribute resources to get maximum accurate results. It also depends on firm sizes; if the firm is big then budgeting can be very complex and typical requiring extra time and resource making it a very time-consuming exercise. Moreover, in organizations with various departments budgeting becomes a huge effort (Van and  Järvinen, 2015). Despite the introduction of various tools and techniques budgeting takes time and effort as it involves use of spreadsheet. Spreadsheets have their own limitations. Manual feedings can result in erroneous data. Version compatibility issues may occur. Accurate formulations may not be achieved 
[bookmark: _Toc5408515]Inaccuracy
Since budgeting involves estimations and assumptions of revenues and expenses hence it is susceptible to inaccurate allocation. Since budgeting is carried out on the current market state of affairs at the time of budgeting hence it can inherent inaccuracy since beginning. Although budgeting can be done according to the forecast conditions of the year ahead but that requires forecast to be as precise as possible. Abrupt changes in macroeconomic situations such as currency exchange rate fluctuations, economic recession, high frequency of interest rates variation etc may disrupt the expenses allocated for the budget. Real time budget investigation is not possible; therefore, change adaption by the budget at any given time becomes troublesome (Hanninen, 2013).

[bookmark: _Toc5408516]Rigidity
When the process of budgeting gets completed, the budgeted numbers becomes a benchmark and to deviate from that number is considered as a failure. The manager and employees becomes so number oriented that they become less flexible in making decisions. All their plans and strategies are focused around the numbers given to them hence making any changes according to the market conditions is not readily encouraged. In some cases the organizations become immune to sudden changes in the market and these even fail to grab attention.
Strategic initiatives often get ignored in the race of hitting the budgeted numbers. The traditional budgeting process aims more on reduced cost rather than creating value which denotes that strategic initiatives are prioritized low. 

[bookmark: _Toc5408517]Excessive spending
There is a traditional psyche of some managers that complete funds are to be utilized that are allocated to their department. They believe that if the funds are under utilized in current budget, the allocation of funds for next budget would be reduced. This habit can results in wastage of allocated funds and in long run it affects company’s profits (Zeller et al, 2015).
Some managers believe that all the funds that are allocated to their department need to be spent. It is believed that if they do not use as much as they are authorized to in the current budget, the funds budgeted for them in the next budget would be reduced. Therefore, the managers utilize funds excessively on different projects so that their quota of funds couldn’t be reduced. This leads to unnecessary wastage of funds and proves harmful for the company in the long run affecting its profits causing financial instability for a longer period of time.


b) Evaluate ways in which the traditional budgeting process may be seen as a barrier to the achievement of new approaches
[bookmark: _Toc5408518]Barriers to achievement of new approaches 
Budgeting is an essential part of any organization. Budgeting helps in allocating the resources to different departments of the organization. This helps in making optimal use of available resources through controlling and planning. For every concept pros and cons go hand in hand and same goes for traditional budgeting. This has made the use of traditional budgeting debateable (Elias, and Etim, 2017). New approaches are being devised by many researchers to overcome the inherent weaknesses of traditional budgeting. These approaches include ‘better budgeting’ or 'beyond budgeting’. Many are of the opinion that traditional budgeting should be replaced by the new approaches (Winnie et al, 2017).
However, there are still some old school people who think that despite newly surfaced approaches, the importance of traditional budgeting is not lost yet. There is still some scope for traditional budgeting in the modern world. There are some scenarios and circumstances under which traditional budgeting may yield more benefits as compared to the new approaches. According to Popesko et al (2015) in organizations with high level of hierarchy, traditional budgeting is still preferred by the managers because it offers the benefits of command-control and top-down mentalities. Whereas, according to new approaches such as beyond budgeting decentralization is the key and in talked about organizations this can create conflicts due to higher hierarchy. 
Another situation in which traditional budgeting will be preferred over beyond budgeting is when in an organization one gender is dominant on the other. The reason is to minimize rather avoid the chances of prevalence of the evils of inegalitarianism (CardoȘ, 2014). The reasoning is similar to avoid decentralization in the organization. 
The most highlighted issue about traditional budget is that it is not flexible enough to react to the uncertain changes in the market situations. However, if the organization is working in a stable environment and market then traditional budgeting is best for it. Also in organizations where customer demands are not much susceptible to change then traditional budgeting becomes successful (Idia, 2014).
Moreover, organizational structures that do not promote decentralization and other requirements supported by new approaches of budgeting then traditional budgeting come in handy and the chances of it being successful increases (Ajibola and Akinniyi, 2013). Traditional budgeting is considered better control tool for performance management. In a number organizations managing, controlling the subsections using traditional budgeting is easy as it does not require sharing of authority and decision making powers (Réka et al, 2014). 
Many organizations still do not see new approaches fit in their culture and are still favouring improved versions of traditional budgeting. They are focussing on mitigating the weakness of traditional budgeting and making it successful. The mostly used approach to eliminate the weakness is the use of combinational approaches rather than any one new approach (Henttu-Aho, 2016). Even if new approaches of budgeting sound better still the management of many companies donot favour due to their top down mentality. 



c) Analyse the success of the beyond budgeting model since its introduction. 
[bookmark: _Toc5408519]Success of beyond budgeting model
Beyond budgeting model works on the principles of implementing an entirely new and function able performance management process by restructuring the organizations structure (Bourmistrov and Kaarbøe, 2013). This is considered as an alternative approach to traditional budgeting by making the organization structure more adaptable. The success of beyond budgeting revolves around following principles devised by BBRT (Bukh, and Sandalgaard, 2014).

1. Since the beginning of devising beyond budgeting model the aim is not to achieve the financial goals which are short term but employees are brought on one platform to achieve noble causes. 
2. Not only goals but values of the organization are considered while beyond budgeting. This inspires the employees to work creatively with responsibility. Beyond budgeting involves judgement rather than set rules and regulations. 
3. The control mechanism for beyond budgeting is transparency that promotes innovation and self regulations. This also displays a positive image of the organization and creates an environment for learning opportunities (Bogsnes, 2016). 
4. Beyond budgeting from the beginning encourages the organization to be independent and responding to the changes in the market becomes easy. Moreover, catering to customers’ change of demands becomes easy and flexible as a hierarchical system of rules is not followed. Beyond budgeting enables the organization to foresee threats and challenges market may pose in future. 
5. Beyond budgeting promotes trust in managers as it stresses on making departments autonomous. It encourages each manager to run their own department and make contribution to business. This discourages the hierarchical organizational structure. 
6. It emphasizes the customers’ needs to be given priority so that long term connectivity with them can be achieved. Customer needs are catered by the employees on priority basis rather than focusing on achieving the numbers. 
7. The designing of management processes become flexible to be able enough to provide what is needed when. Planning done according to the calendar may be rigid therefore; dynamic process should be encourages and make the organizational structure more bendable.
8. Targets set are also flexible to the uncertain situations hence beyond budgeting is all about adaptivity and acclimatize the targets to abrupt changes. If under certain unpredicted situation any target seems unachievable it is altered (Heupel, & Schmitz, 2015).
9. The prognosis is done objectively hence it is unbiased and accurate which brings beyond budgeting close to success since its introduction.  
10. Beyond budgeting believes that the capital needed by any business to be expanded cannot be fixed, therefore, rather than allocating resources beyond budgeting encourages that resources should be made available to whatever department requires it any point in time.
11. Performance of employees is measured according to the views of managers as well as peers. This brings out a clear image as to how certain targets are achieved and what reward do the employees deserve. Beyond budgeting endorses holistic approach for performance measurement.
12. Rewards are encouraged to be given to the team rather than individually in order to uplift the team spirit. 
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