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Beyond Budgeting: Command and Control Freaks Need Not Apply!
Jack Welsh said it “brings out the most unproductive behaviors in any organization.” He was referring to budgeting, that painful annual process everyone loves to hate. 

Since 1998, a group of forward-thinking organizations called the Beyond Budgeting Round Table (BBRT) has been studying pioneering firms that have successfully replaced traditional budgeting with a continuous planning approach using adaptive controls that go with the flow of changing conditions. To motivate and empower front-line managers, the BBRT says, companies must switch leadership styles from “command and control” to “sense and respond.” 

So what’s your personal management style? Take our simple quiz to find out where you stand, and then read about three success factors critical to any Beyond Budgeting transformation: 
1. Strategy decisions should be made at the top, not by lower-level teams. Agree/Disagree
2. Incentives and rewards should be based on a fixed performance contract. Agree/Disagree
3. To plan properly, resources must be allocated in advance. Agree/Disagree
4. To encourage managers to go for “maximum stretch,” goals should be disconnected from evaluations and rewards. Agree/Disagree
5. Budget controls should be strictly tied to annual budgets, and not to a range of key performance indicators. Agree/Disagree

If you disagreed with all the statements above except for #4, you’re already in tune with BBRT’s “sense and respond” approach. You may even share their view that the best leaders make sure budget plans meet not just the needs of management but also the needs of the front line, where, after all, most customer contact occurs. 

Through its research, BBRT has identified Six Principles of Beyond Budgeting Processes, along with Six Principles of Front-Line Action. Companies take one of two paths toward change: one revolutionary, the other evolutionary. Either way, three factors are common to successful transitions:
· The move to continuous planning and adaptive controls requires enlightened leadership
· There must be a commitment to change culture and behavior, as well as process
· Communication must flow quickly and openly, so managers have the information they need to run the business

If you would like to know more, see “Beyond Budgeting: How Managers Can Break Free from the Annual Performance Trap” by Jeremy Hope and Robin Fraser (Harvard Business School Press, 2003). Meanwhile, try going with the flow. 
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