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Introduction
In this assignment I will be critically evaluating the role of budgeting and the applicability of traditional approaches to budgeting in the context of a fast-changing business environment. I will be making consideration to any flaws in traditional budgeting methods. This report will also include an analysis of the beyond budgeting model and will be making considerations of the rationale for the development of the beyond budgeting model and discuss its success since its implementation. 
I will also evaluate the potential barriers to implementing the beyond budgeting model and consider whether the industry in which a business operates in increases or decreases the barriers to the implementation of the model.



Main Findings
Role of Budgeting
The term "budget" is used by the majority of organisations due to its relevance in achieving organisational goals. Budgeting is critical to the long-term viability of any company, from conception to implementation. Accounting systems primarily use cost, standard, performance, and target data to assist management and decision makers in prioritising work within resource limits. A budget makes it easier to pursue successful planning and control mechanisms inside a company, as well as assess organisational performance and communicate goals. The budget of every organisation directs its responsibility centres, which specify the aims and objectives of each unit. It ensures that objectives are met within a reasonable time frame.
Budgeting is the technique of assessing a company's predicted earnings (the money it gets from selling products and services) and expenditures (the money it spends on paying bills and other expenses) over a specified time period. It allows a corporation to analyse if the predicted income and costs will allow them to keep operations running at the level they expect.
A budget is typically developed for a fiscal year and contains forecasts for sales and related spending for the firm during that time period. This budget may be used by a corporation to examine how well it expects to do over the course of the year and to compare actual performance to the initial predicted plan.
[image: Illustration of the purpose of budgeting as a means of forecasting business performance]
Budgeting provides a methodical method for comparing projected to actual outcomes, planning future actions, and defining realistic goals. Budgeting especially for business is a useful management tool which provides a clear time frame required to control finances, it highlights cashflow shortages and financing requirements. It also gives the justification for remedial action to be taken in the event that budgeted and actual data differ. It also offers a set of guidelines for assessing performance. Budgets give management with benchmarks to assess the effectiveness of the individuals tasked with implementing plans, as plans are carried out by people.
Traditional Budgeting
For this portion of the report, I will be analysing Traditional Budgeting in the context of a Fast-Changing Businesses Environment. Traditional budgeting is one method used by the corporation to build its budget for the current year, in which the budget for the previous year acts as the basis for the budget for the current year. Traditional budgeting is a method that based the current year's budget on the prior year's expenses. 
One of the only advantages of this method of budgeting is its simplicity. A company that adopts this type of budgeting does not have to rethink every item on the list. Alternatively, they might look at previous year's spending and then adjust for things like customer demand, market circumstances, inflation rate, and so on. The majority of consumers and organisations like this budgeting strategy because it allows them to quickly create a budget utilising whatever data they currently have.
Traditional budgeting is widely used since it saves time and helps you to quickly assess how much you as a business or individual may need to spend if you take a progressive approach. Examining how you budgeted your expenses in the past reveals that most people have a tendency to evaluate their previous financial transactions.
Traditional Budgeting is still widely used in todays age because it is simple and easy to implement. Additionally, since the budget from the prior year doesn't need many revisions, it may be created more quickly. Manager time and effort are greatly reduced by doing this. Furthermore, because most organisations are accustomed to using this older approach of budget planning, there is a wealth of data and historical experiences associated with it. This implies that younger businesses may easily access a wealth of information if they want to employ this strategy. Because everyone is aware of what has to be done and financial operations are coordinated, this stabilises how an organisation operates. 
This budgeting, like that of banks, helps to develop decentralisation within the organisation. Any branch located a great distance away from corporate headquarters is free to develop its own budget and make changes as long as they keep within the limitations. Using the traditional budget approach, it is also feasible to consolidate minor projects into one larger one. This improves the performance of failed projects before they are joined with a working, well-performing project. Finally, because they begin with the previous year's budget, these budgets are straightforward to establish. The sole difference between the previous year's budget and the current year's budget is what the current year's budget requires.
The inherent flaws of this method is that the chances of human errors are higher. It's normal for people to stumble and make mistakes while looking at a lot of spreadsheets. As a result, errors can sometimes be too costly for enterprises. Not to mention that this method is also highly time-consuming, Traditional budgeting managers rely largely on spreadsheets. It takes a lot of effort to sort things out and compare past year's spending to predicted expenditures after accounting for inflation and other factors. Additionally, this type of budgeting often times have inaccurate predictions, budget estimates for the following year are inaccurate since they are based on data from the prior year. How can one year replicate the previous one? Without thorough planning and the right method, ensuring accuracy is practically impossible. After analysing the key components and strategic goals for the future, budgeting for the following year is typically a smart idea. Traditional budgeting allocates resources based on previous levels. It does not prioritise any project that should be prioritised based on its importance to the organization's existence. This affects the company's profitability.
Traditional budgets are also rigid and unchangeable. These budgets cannot be altered after they are created. The budget remains constant despite a variety of events, such as the entry of a new rival into the market, legislative changes, shifts in the market, etc. Additionally, the senior management prepares traditional budgets by slightly altering the budget from the previous year. It thereby encourages bureaucracy. As a result, other employees feel undervalued or overlooked. This undermines the organization's employees' motivation.  Traditional budgets rely significantly on prior year's budgets, which can be devastating at times. If prior budgets were incorrectly prepared, the current year's budget, as well as those in coming years, would be impacted. As a result, the organization's budgets would be planned inaccurately, thereby impeding the company's growth. Finally, the fundamental disadvantage of this strategy is that managers may purposely increase budgeting expenditures and request reimbursement from senior management without offering an explanation.
In other words, I believe that the inherent flaw of Traditional Budgeting is that it is greatly time-consuming; it can be wildly inaccurate as it is solely dependent on data from previous years, not to mention the plausibility of human error and corruption is increased through this method. I believe that the only scenario where Traditional Budgeting works is when small companies without massive overheads makes use of this method simply for its simplicity.


Beyond Budgeting
The premise of "Beyond Budgeting" is about abandoning traditional budgeting practises in order to enhance the long-term managerial oversight of a corporation. The purpose of removing conventional budgeting methods from a corporation is to establish a highly decentralised organisational structure and flexible management procedures.
[image: Beyond Budgeting]
This budgeting strategy helps businesses to respond quickly to market possibilities and changes by introducing decentralisation and shifting from fixed budgets to dynamic, rolling predictions. This technique promotes a creative, responsible, and lifelong learning mentality. It is consistent with customer-focused practises and current management trends. 
Beyond Budgeting aims to overcome the limitations of traditional budgeting procedures. Traditional budgeting is the process by which businesses create annual budgets based on predefined goals and historical data. These budgets are usually rigid and hierarchical, with a significant emphasis on expense management. This new budgeting method, on the other hand, advises managing businesses in a more dynamic and distributed manner.
This budgeting strategy addresses the shortcomings of tight yearly budgets in a dynamic and uncertain business context. It encourages organisations to shift from fixed budgets to rolling predictions, allowing them to adjust their plans and resource allocation in response to changing conditions. Businesses gain from this flexibility by being more responsive and nimbler, allowing them to take advantage of new opportunities. This approach fits perfectly with current management trends that prioritise employee empowerment, customer centricity, and adaptability. It motivates businesses to concentrate on adding value rather than just cutting expenses. They can react to changes in the market and provide better customer service as a result. Long-term planning are also supported by this ideology, which refocuses attention from short-term financial goals to long-term performance and growth.

Beyond Budgeting functions on twelve principles:
	12 Beyond Budgeting Principles (2011)

	Governance and transparency

	1. Values
	Bind people to a common cause; not a central plan

	2. Governance
	Govern through shared values and sound judgement; not detailed rules and regulations

	3. Transparency
	Make information open and transparent; don't restrict and control it

	Accountable teams

	4. Teams
	Organize around a seamless network of accountable teams; not centralized functions

	5. Trust
	Trust teams to regulate their performance; don't micro-manage them

	6. Accountability
	Base accountability on holistic criteria and peer reviews; not on hierarchical relationships

	Goals and rewards

	7. Goals
	Set ambitious medium-term goals, not short-term fixed targets

	8. Rewards
	Base rewards on relative performance; not on meeting fixed targets

	Planning and controls

	9. Planning
	Make planning a continuous and inclusive process; not a top-down annual event

	10. Coordination
	Coordinate interactions dynamically; not through annual budgets

	11. Resources
	Make resources available just-in-time; not just-in-case

	12. Controls
	Base controls on fast, frequent feedback; not budget variances









Sub Findings
Beyond Budgeting Successes
While several techniques have been developed to enhance traditional budgets, prior research indicates that these approaches may not be sufficient to completely eliminate the drawbacks of traditional budgeting.  Therefore, an alternative coherent management model called "beyond budgeting" has been put up to help organisations manage performance in a variety of business situations. There are 12 principles behind the beyond budgeting approach. Developing a flexible organisational framework is the focus of the first six principles. Creating an adaptable management approach that enables performance management to more effectively adapt to highly competitive contexts is the focus of principles seven through twelve.  Managers may use this method to empower and teach the proper teams and departments, who are more likely to be familiar with changing market demands and have much tighter linkages to both internal and external customers in their day-to-day operations.
The key concept of this modernised budgeting technique is that organisations will perform better if management relinquishes some control. This allows teams and departments to work autonomously while benefiting from their proximity to clients. Goals, methods, and actions are influenced as a result.
Barriers to Beyond Budgeting
Beyond Budgeting demands a fundamental adjustment in an organization's culture to be implemented successfully. Beyond Budgeting originated as a consequence of the limitations of Traditional Budgeting and Better Budgeting. A distinct and effective management strategy known as "Beyond Budgeting" helps organisations to regulate performance through methods designed to be especially adaptable to today's volatile market. While experts have offered advice on how firms could migrate to Beyond Budgeting, they have not addressed the causes for certain organisations' implementation gaps. This part specifically investigates how well the present organisational structures support the advanced Beyond Budgeting model and whether or not these organisations can adopt it. 
I believe that the most prominent barriers to Beyond Budgeting being adapted/implemented by companies would be its numerous disadvantages. For example, Beyond Budgeting's decentralised structure may necessitate efficient communication and cooperation channels to prevent a potential loss of control and coordination within commercial, residential, and hotel real estate portfolios. Not to mention that depending on industry comparisons might lead to missing out on unique potential or problems of specific attributes, which need thorough examination of the context and market dynamics. Furthermore, implementing Beyond Budgeting necessitates a considerable shift in organisational culture, necessitating thorough change management measures to overcome any opposition and assure effective implementation.
Does Industry Matter when it comes to Beyond Budgeting
Beginning a project with Beyond Budgeting concepts may be a significant adjustment that is not suitable for everyone. It is becoming increasingly frequent in software firms that adopt more agile governance and procedures. Beyond Budgeting may look tough to employ for traditional or hierarchical firms. Nonetheless, the Boston Consulting Group stated that more organisations are getting interested in Beyond Budgeting, with Handelsbanken and Volvo being two well-known examples. Many businesses that have attempted to implement Beyond Budgeting have failed because their present control systems, organisational structure, lead times, or business processes are incompatible with the notion of budgetless management. As a result, a business has to be prepared to conduct a thorough examination and develop a strategy for this shift. Prior to taking the "big leap," a few smaller steps and alterations may be required. 
Having support in the form of well-developed strategy, objectives, and planning tools is also a necessity for success. In other words, Beyond Budgeting method is not a sure way method for every businesses. You have to take in consideration the size, culture, and goals of the company before you implement this strategy. Always remember that faster decision-making doesn't always translate into better decisions. superior results are typically the result of superior decision-making inputs that are based on facts, data, and insights.
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