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[bookmark: _Toc5361514]Executive summary 

This report covered the various methods of budgeting such as incremental, activity based, zero-based and rolling budgets and going through how each of them work and what benefits and drawbacks occur when conducting each budgetary method like incremental budgets that always makes sure it accounts for growth but has a shortcoming of not being prepared for cutbacks and the ability of zero-based budgeting to control the money in a way where managers must approve the departments funds with the drawback of a potential in competitive work environment. Activity-based budgeting can also be effective as it can help to combat unforeseen events but at the cost of inaccuracies with human resources lastly rolling budgets ad their fluidity by adjusting the budget on a periodic basis not replacing other techniques but running alongside but as it is always changing it can be hard to keep up with and have the potential to cause confusion. 
As part of these traditional methods of budgeting they have general weaknesses that cause them to become a barrier to improving as they are generally made to reduce costs rather than looking at how to get the most value out of things along with this they are also very tedious and time-consuming so this calls for a new method of budgeting and that is to go beyond budgeting 
The report details an idea on what this new method of beyond budgeting is and how it is more concerned on how things create value and their necessity rather than spening as our budget says we can spend. a company that is using this method and succeeding while doing so and how it has moved up the fortune 500  
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This report is going to discuss the different methods of budgeting and how they work along with the potential benefits and drawbacks of each individual method of conducting a budget. Firstly, what is budgeting? budgeting is a way in which a business can plan and control what their business does with money and for it to work effectively it must be in line with the aims and goals of the business but is also a way to translate “financial resources for human purposes” (Wildavsky 1986),. This report will concern that of an annual budget under as it allows insight into the short-term planning so that it can be revisited and revised rather than having a plan for longer and something goes wrong along the way.
In general there a benefits to budgeting such as forcing a plan to be made by managers and encourages people to keep on target with what they are doing all while allowing efficient coordination and communication between managers and various cost centres this can allow for performance over the time budgeted to become more efficient as there is direction to what is happening and has a more structured productively and monetarily. 
However, they are also weighed down by faults that include the fact that they are not a matter of fact but just an estimate of how much will be spent and gained in each quarter and similarly does not secure a successful business year meaning that it may only help with success but not guarantee it. Budgets being nothing but educated guesses also means that they must also be changed when new information is brought to the table otherwise if no adjustments are made it could mean that the business continues in a static way and not capitalising on things that happen otherwise being left behind and stuck with an outdated budget that could become irrelevant and this is because it does not have the flexibility to change to the forever changing environment (Libby and Lindsey,2010) .
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Incremental budgeting 
This form of budgeting is where you base the budget of last years expenditure which then has a value that is incrementally added and used to create the next budget the equation for this is 
xt = yxt-1+(Barnett,1991)
this way of budgeting can be effective as it is a set way of doing so as you are saving time by using the template from last year and just building on it as opposed to the previous method of building a budget from nothing you can just apply a set variable and work from there, this creates a consistent plan that will remain at a constant each year meaning that the departments will know what they are getting each period  however, there is a downside to this as this way means that if you are doing it from last years that there is not much awareness on what each department is spending and this encourages people to spend just to make sure they get the same budget again instead of having to justify again the reason for having the funds making the departments a lot less likely to have the initiative to reduce on expenditure that is not needed another point is that this form of budgeting is based on growth and relies on growth when calculating the next budget but what if in one year there were more cut backs(Schick,1983) and starts creating more budgets than needed leaving to much extra expenditure than is necessarily required
[bookmark: _Toc5361517]Zero-based budgeting 
Zero-based budgeting is where all departments start from the ground up with their budget and then it is decided how much is needed at each department this requires for managers to justify the projected expenditures so that people can decide what departments get what budgets. “The manager must be able to justify each activity's projected level of expenditures” (Suver, 1977) this makes it clearer on what the money that is given to the departments is going towards.
How this works is by each department submitting a packet then the manager would rank and evaluate them to decide whether to approve or disapprove the budget (pyhrr,1970) however, The main issue with this type of budgeting is that it creates a more competitive environment in to who gets the funding that they want as there are limited resources as it is to the discretion of the manager that gives out the funds on where the money goes, this is also a longer and more expensive way to budget as the time looking through different budget requests every time it is time to create a new budget. This method also does allow the business to assure that their money gets used more effectively and no money is given that then gets wasted on things that are not needed.
[bookmark: _Toc5361518]Activity-based budgeting 
Activity-based budgeting is where the budget will be decided depending on the plans for work that will be done throughout t the year and how much will be produced and then basing the budget around that and this method can prove better in acting on unforeseen events such as spike in demand (Hanson,2011) this can help a business to be reactive to problems and allow for them to assure that they are capitalising on the demands while still remaining on their budget however drawbacks of this include the inaccuracy that can occur for human resources as this form of budgeting is essentially a reversal of the activity-based costing (cooper, 2000) this is due to the fact that it would be assumed that the demand for a product goes up by a certain amount but then applying this says that the human resources would go up by the same amount however this is usually not the case causing some inaccuracies. 
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A rolling budget is one that is changed over the course of each period ( anon,2010) this so that they can adjust for any changes that are needed this is a more fluid way of budgeting that allows for a business to tailor the budget to how the company is performing rather than having a static form of budgeting like the previous ones however using this method does not mean that you need to change the way you plan your annual budget(Myers, 2001) apart from where the budget is revisited every quarter in the case where things need to be changed so the method can be the same as usual but is updated on a regular basis to assure that a business is getting the best out of their budget this way, however, has the potential to create uncertainty within the departments as situations may change and money may go elsewhere when things are planned. This can also take up a lot of time and cause confusion between managers as there is a reoccurring change ( Hanson,2011)
Overall these annual budgeting methods can have very high time consumption and cost and will usually focus more on cost reduction rather than using the money to create higher value (Réka,2014) and that lack of innovation can be detrimental to a business.
[bookmark: _Toc5361520]Traditional budgeting capping progress?

Traditional budgeting has been in place for a very long time and will probably be continually used by businesses for a while however could this be limiting their ability to improve and create better ways in which to budgeting is conducted and by using the traditional method this is limiting as it slows down the entire process, creates an environment that does not have any initiative to innovate putting the methods at a standstill and killing any chance of improvements. And the expense that is in place in order to do it is also a deterrent to continuing to develop as businesses get comfortable with what they are doing and do not wish to move on from their previous ways of budgeting.
[bookmark: _Toc5361521]Beyond budgeting
A new method that has been developed that many businesses are beginning to take and that is beyond budgeting and this is a method made of a set of principle processes that allow for a business to adapt and decentralise these together can create a management model (Norkowski,2012) that is built to be flexible and effective. This allows for businesses to overcome the weaknesses of the traditional budgeting methods (Radonić, 2018) as they have a more rigid system rather than a flexible on that they have in the principles of beyond budgeting. An example of a company using this is equinox a business in the energy industry that has been using beyond budgeting and has since been placed at number 7 in innovation and 1st in social responsibility  (denning, 2018) and according to the fortune 500 now they have gone from 207th place to 150th in the Fortune 500. (fortune 500, 2019). Beyond budgeting can be a great replacement for businesses to  have over traditional budgeting and its inherited weaknesses as this method overcomes the rigidity with having a more agile and more human as the traditional budget methods are approved for the year this new form is continually cost cautious and evaluating whether what they need is worth spending on to get the highest value as possible rather than hitting the budget and realising no more can be spent.
[bookmark: _Toc5361522]Conclusion 
In conclusion there are advantages and disadvantages to each method as with all things in the world but there is debate whether these advantages way out the disadvantages in this case and whether it is worth sticking to the traditional even though it has its inherent weaknesses or whether it is wiser for businesses to move on to different methods of conducting their financial budgets and the way in which they use their money do they stick with the norm and keep the slow and expensive progress of budgeting or should they take the risk and adopt a new form of budgeting and seeing the success of some business who use it it could be worth the risk.
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