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Extract 
 
Beyond budgeting is a management model designed to help organizations be more 

adaptive in fast changing business environments. It is based on a philosophy that 

depends on coherence between empowering leadership principles and adaptive 

management processes. 

The model has received much attention by scholars, mainly those who 

study managerial accounting, but research has indicated that organizations will 

improve their budgeting processes rather than abandoning it altogether. 

In this research I investigate what are the critical factors of implementing 

the beyond budgeting management model by interviewing eight leading experts 

in the field of beyond budgeting and by studying the beyond budgeting literature 

and similar management concepts. 

My findings are that there are only two critical factors for successful 

beyond budgeting implementations: 

1. Leaders that realize that the problems they are trying to solve are 

symptoms of a bigger problem, and 

2. Senior leaders taking active roles in implementations. 

 

 

Keywords: Beyond budgeting, implementation, organizational change, 

management, leadership. 
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1 Introduction 
Beyond budgeting was created in the late 1990´s when criticism on the annual 

budget process was increasing, notably by prominent business leaders such as 

General Electric´s CEO Jack Welch and Handelsbanken´s CEO Jan Wallander. The 

founders of beyond budgeting were looking for ways to improve the budget 

process but eventually came up with a management model that focused on 

adaptability and decentralization (Fraser, 2018).  

The model has received increased attention from scholars in recent years 

(Nguyen, Weigel, & Hiebl, 2018) but at the same time it has not been adopted by 

organizations as much as might have been expected based on the attention it has 

received. Research has shown that most organizations would rather improve their 

budgeting processes instead of abandoning it altogether. 

In this research I investigate what are the most critical factors for 

implementing beyond budgeting fully in organizations. The results should help 

leaders and implementers understand what these critical factors are so they can 

increase the likelihood of a successful beyond budgeting implementation. 

Beyond budgeting is generally referred to as a management model, set of 

principles or philosophy. When citing material about beyond budgeting I use the 

same wording as the original authors but use methods when discussing certain 

parts of the model e.g. certain beyond budgeting principles, model when 

discussing the two groups of beyond budgeting principles, philosophy when 

discussing thinking or manager´s perspectives and finally I use concept when 

discussing the overall idea behind beyond budgeting. 

1.1 Background 
I first heard about beyond budgeting in 2009 when I was working as a financial 

controller at Össur which is a global orthopedic company with an annual turnover 

of around 600 million USD. At the time the company had high budget variances 

which prompted the CFO at the time, Hjörleifur Pálsson, to ask for a more reliable 

financial forecast. 

The request landed on my desk and I was tasked with implementing a 

rolling forecast process. While researching material on rolling forecasts I was 

introduced to the beyond budgeting model. The forecasting project eventually 
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developed into a beyond budgeting project which focused on implementing four 

beyond budgeting principles. I led the project for the following five years and 

during that time I participated in multiple Beyond Budgeting Round Table (BBRT) 

conferences in Europe and USA and read a number of beyond budgeting books 

and related material. Then in 2012, Össur´s CEO Jón Sigurðsson, decided to 

abandon the budget and since 2013 the company has been managed without it. 

In 2013 I started teaching beyond budgeting seminars at The Open 

University in Reykjavík University and in 2015 I started planning beyond 

budgeting conferences in Iceland in cooperation with the Beyond Budgeting 

Institute (BBI). Today I am one of BBI´s local partners in Iceland and support 

organizations in implementing the model mainly by hosting seminars and 

workshops. It is safe to say that I am fascinated by the model and the underlying 

philosophy and I´ve become an expert on the topic. 

In the past years I have seen how much impact the beyond budgeting model 

can have on organizations and from my perspective the benefits are obvious. For 

example, Össur only implemented a small part of the overall model but among the 

benefits were a more forward focused sales organization, proportionally more 

time spent on value-add work in finance departments and more cross functional 

cooperation. The implementation was well received by stakeholders, mainly 

upper and middle management, and their only criticism was that the 

implementation stopped before the full model was implemented (Ólafsson, 2015). 

Another great example is Coloplast, a global medical device company with 

headquarters in Denmark. It replaced it´s traditional budgeting process with a 

more dynamic management model inspired by the beyond budgeting principles in 

2008 (Olesen, 2010). The company´s profitability (EBIT margin) had been low in 

2006 (13%) and 2007 (9%) compared to previous years (~15%). This triggered 

the beyond budgeting initiative and after the first year the profitability had risen 

to 16%, then 21% in 2010 and continued to improve each year until it reached 

33% in 2013 (Fahlén, 2018). It´s not fair to say that the model was the only factor 

behind the company´s financial success in the past decade but it at least played a 

part in it. 
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Because of examples like these, I often wonder why so few organizations 

use the model and why most of the ones that do, only use part of it instead of using 

a comprehensive approach. 

I also find it challenging to explain in a short simple sentence what beyond 

budgeting is, considering that the beyond budgeting principles touch on many 

other aspects than the typical annual budget. I believe this is one of the reasons 

why the model has not been adapted by more organizations today, managers don´t 

understand what it is. This also applies to some academic papers I have read about 

beyond budgeting because they focus too much, in my mind, on financial 

management instead of organizational management in general. The beyond 

budgeting model covers much more than financial management and I find too 

many research papers start with the traditional annual budget, which is not 

wrong, but it narrows the focus too much. Beyond budgeting is not about 

abandoning the annual budget. It´s about designing a management model 

that is more empowered and adaptive than the traditional command and 

control models. In some cases, it involves abandoning the annual budget but, in 

some cases not, it all depends on the design of the management model from the 

perspective of the environment it operates. 

It is worth mentioning that I frequently use the terms command and 

control and empower and adapt in the thesis. When referring to command and 

control I am talking, in general terms, about conventional management practices 

which originate from Taylorism and mass production innovations of Henry Ford  

at the start of the 20th century (O´Donovan & Seddon, Why aren´t we all working 

for Learning Organisations?, 2009). One of the fundamental assumptions in these 

models is separation of thinking and work where managers do the thinking while 

workers do the work. The annual budget, annual targets and financial incentives 

are examples of methods that support this kind of management models. 

When referring to empower and adapt, the empower part means 

decentralization where front line workers are given more authority to act to be 

able to respond to customer demand. Contrary to command and control, the 

worker is given the authority to make more decisions. The adapt part of the term 

means that organizations use management methods which are better suited to 

adapting swiftly to changes in their environment. A rolling forecast process 
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combined with a dynamic resource allocation process are examples of a methods 

that support this kind of management models. 

Examples of the difference between empower and adapt and command and 

control can be seen in chapter 2.1.3 where the 12 beyond budgeting principles are 

articulated as empower and adapt (blue text) and contrasted against command 

and control (red text). 

1.2 Research purpose and goal 
Many beyond budgeting implementations are limited to only a part of the 12-

principle model (see chapter 2.1.3), e.g. implementing a rolling forecast process, a 

dynamic resource allocation process or relative performance measures. One 

reason for this is said to be insufficient understanding of how the model works as 

it requires a certain mindset change on behalf of managers to make a holistic use 

of the model (Bogsnes, 2016). Nguyen, Weigel & Hiebl (2018) found that despite 

the criticism of traditional budgeting, such as it´s too time consuming and 

expensive, can encourage gaming behavior, might not always be appropriate in a 

competitive environment etc., most organizations would rather improve 

traditional budgeting than abandon it altogether. 

In my experience, most managers that say they have implemented beyond 

budgeting have only implemented a small part of it and do so without 

understanding the fundamental thinking that makes it a successful model. As an 

example, one of the fundamentals of beyond budgeting is empowerment and 

decentralization which means that front-line managers are given more control of 

how they run their respective business units or departments. This is quite the 

opposite compared to conventional command and control management and in 

many cases when mangers think they have implemented beyond budgeting they 

have unintentionally used beyond budgeting methods to increase central control 

instead of decentralization. Example of this is an organization that implements a 

financial forecasting process with the same detail level as it´s budgeting process. 

It only means that it is doing the budgeting twelve times a year. 

The purpose of this research is to find critical success factors for 

implementing the beyond budgeting management model which can help leaders 

who are embarking on such a journey. 
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To serve this purpose I have two goals: a) to clarify what it means to “go 

beyond budgeting” by describing a typical beyond budgeting organization and 

how it differs from others, and b) identify common factors in successful beyond 

budgeting implementations. In a sense the first goal describes the destination; 

“where are we going” and the second goal describes the journey; “how to get 

there”. 

1.3 Research questions 
As mentioned before, the research purpose is to find critical factors for a 

successful implementation of the beyond budgeting management model. To be 

able to answer that question it is essential to define what a successful 

implementation looks like. The first research question is thus: 

 

1. What are the characteristics of a fully implemented beyond budgeting 

management model? 

 

The answer to the first question describes the conditions that need to be in 

place within an organization to be classified as a beyond budgeting organization. 

Does simply abandoning the annual budget process mean that beyond budgeting 

has been implemented? Or is it when an organization has implemented a financial 

forecasting process? Does implementing the six beyond budgeting management 

processes define an organization as a beyond budgeting organization or do some 

or even all of the six leadership principles have to be implemented also to be 

classified as such? Or is it something else that defines the milestone where a 

conventionally managed organization transforms into a beyond budgeting 

organization? 

 

The second research question is the main theme of this thesis: 

 

2. What are the most critical factors for a successful beyond budgeting 

implementation? 

 



 

Axel Guðni Úlfarsson | 12  

 

The answer to the second question highlights what conditions must be in 

place and the actions leaders must take to increase the likelihood of a successful 

beyond budgeting implementation. 

1.4 Research method 
This research employs both qualitative and quantitative research methods. It is 

mainly based on interviews with leading experts in the field of beyond budgeting 

where the first part of each interview is based on open questions and the second 

part on multiple choice questions. Grounded theory is the main qualitative method 

used where interviews in addition to written material such as books, research 

papers and conference proceedings are used in the data gathering and analysis 

phase. 

1.5 Research scope 
The research focus is on the experience of organizations that have implemented 

the beyond budgeting management model.  

The literary section includes material about organizations that have been 

managed in similar ways as the beyond budgeting management model from the 

start. An example of such an organization is Miles which is a Norwegian software 

company that is managed in line with the beyond budgeting management model 

but did so without knowing the concept. But, these kinds of organizations do not 

go through a management model change and are thus out of scope in this research. 

The research is limited to the implementation of beyond budgeting and 

related topics. The effectiveness or validity of the model itself is not the subject of 

this research so that was not investigated as such except for some elements in the 

model that relate to the implementation that needed to be investigated. 

Implementing beyond budgeting can be a challenging organizational 

transformation project and the change management literature can provide useful 

insights. But this research is focused on beyond budgeting implementations and 

what is unique about them. I did not spend much time in researching the change 

management literature except for a few theories that have been mentioned in the 

beyond budgeting literature or by some of the participants in the research. 



 

Axel Guðni Úlfarsson | 13  

 

1.6 Research limitations 
The research´s limitation is that the author and the participants are all in some 

way or another connected to the Beyond Budgeting Institute, either as a Core team 

members or partners. Even though the institute is a non-profit organization the 

partners all have a vested interest in the model´s success. The results can thus be 

one-sided but at the same time I am aware of this and aim to ensure that the results 

are as transparent, honest and unbiased as possible. 

The research is not meant to be a comprehensive research on critical 

factors for implementing beyond budgeting but rather bring to the surface the 

most obvious factors seen from the perspective of leading experts in the field 

today. A quantitative research into several successful implementation cases would 

be ideal to verify the results of this research, and possibly reveal more helpful 

insights on implementation efforts, but this is not an option for me. Successful 

implementation cases are spread over many years and would require much more 

effort than a typical master’s dissertation can be expected to cover. 

1.7 Research relevance 
There have been multiple books written and research papers published on beyond 

budgeting but none of them have focused explicitly on the implementation of the 

model besides material written by members of the Beyond Budgeting Institute´s 

Core team. In a comprehensive literature review on beyond budgeting, Hiebl, 

Nguyen & Weigel (2018) suggest that further research is needed on the scaling of 

beyond budgeting, organizational changes under beyond budgeting and 

challenges resulting from the implementation of beyond budgeting.    

This research is focused on the implementation and will add to the limited 

beyond budgeting literature.  

2 Literature review 
In this section I will review the beyond budgeting literature and go over the 

reasons behind its creation, how it developed over the past two decades with 

special attention to implementation efforts.  

I will also investigate other management concepts that I have found to have 

some similarities with the beyond budgeting philosophy to highlight common 

factors for successful implementations in all these concepts. 
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Finally, I investigate change management theories that I found to be 

important for beyond budgeting implementations. 

2.1 Beyond Budgeting 
Hope & Fraser (2003) describe beyond budgeting as: 

A set of guiding principles that, if followed, will enable an 

organization to manage its performance and decentralize its 

decision-making process without the need for traditional 

budgets. Its purpose is to enable the organization to meet the 

success factors of the information economy (e.g., being adaptive 

in unpredictable conditions). 

Bogsnes (2016) describes beyond budgeting as a philosophy which is 

about:  

changing both leadership behaviors and management processes 

in a coherent and consistent way, with the aim of becoming more 

agile and more human. 

Morlidge & Player described beyond budgeting as a:  

distinctive philosophy and set of practices which, provide and 

alternative to traditional budgeting. 

They also say that beyond budgeting can be confusing for newcomers since 

there is lively debate on both “what it is” and “how to go about it” within the 

beyond budgeting community. This is though, a sign of intellectual health and 

growth in their view (Morlidge & Player, 2010). 

In essence, beyond budgeting means moving away from the traditional 

command and control toward a management model that is more empowered and 

adaptive. It is also about releasing people from the burdens of stifling bureaucracy 

and rigid control systems by trusting them with information and giving them more 

flexibility to think, reflect, learn and improve (Beyond Budgeting Institute, 2018b). 

According to Fraser, it is also possible to think about beyond budgeting in 

three degrees: 
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1. Adaptive processes, that can be set into an organization weather they are 

centralized or not, like the Balanced Scorecard. This is relatively easy to do. 

2. Changing the entire management model. Here you are trying to change 

the way the organization has been run for a long time and this is more 

difficult as you are fighting it´s culture.  

3. Changing the business model. In Handelsbanken, the best known Beyond 

budgeting example, the business model is radically decentralized. This is 

where the bank has gotten its business benefits from. Handelsbanken is the 

perfect model for this ultimate 3rd Beyond budgeting level (Fraser, 2018). 

As can be seen in the above examples, beyond budgeting can be described 

in many ways and it seems that there is no commonly agreed definition of what 

the concept entails. However, I find that the term management model to be the 

most used. 

2.1.1 Inception of Beyond budgeting and BBRT´s first years 
Robin Fraser, Jeremy Hope and Dr. Peter Bunce first met at a CAM-I (Consortium 

for Advanced Management - International) conference in Chicago in 1997. Fraser 

was there to present an “Advanced budgeting” project that he was leading as an 

accountant and partner at Coopers & Lybrand (which later merged with Price 

Waterhouse and is today known as PWC). Jeremy Hope was there to present the 

publication of his second book, Competing in the Third Wave, which he wrote with 

his brother Tony Hope, a professor in accounting at INSEAD at the time. Peter was 

at the time working at CAM-I´s offices in the UK. 

One of the participants in Fraser´s Advanced budgeting research had told 

him about Handelsbanken, a Swedish bank, which had stopped using budgets 20 

years earlier and was doing just fine without them. He also mentioned that it was 

hard to grasp the changes that were done in the bank´s management model that 

led to the abandonment of the annual budget. This intrigued Fraser, Hope and 

Bunce and they wanted to know more. Then, after the conference in Chicago they 

discussed founding a Beyond budgeting group and on January 1st, 1998 they 

founded the Beyond Budgeting Round Table (BBRT) (Fraser, 2018). 

Hope became the BBRT´s first research director. He was a chartered 

accountant with a background in venture capital and business management. He is 
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the author of several articles and books on performance management and 

associated leadership topics. Sadly, he died of cancer in 2011. Fraser was the 

BBRT´s first international director and served as such for 10 years. He focused on 

implementation of the beyond budgeting model from 1998 to 2008 and 

recognized early that an incremental approach was doomed to fail, and that 

success depended on a transformational process to build a decentralized model, 

followed by long term continuous improvement. Dr. Bunce was the BBRT´s first 

operations director tasked with planning meetings, conferences and overseeing 

BBRT´s website etc. He interacted with members and wrote several articles for the 

BBRT. Peter held a degree in mechanical engineering, PhD in manufacturing 

engineering and a diploma in management studies. Bunce passed away in 2015 

(Beyond Budgeting Institute, 2018a). 

At the end of the first year the BBRT had 33 members with a mixture of 

companies. Most came from the UK since that is where it started. Interestingly, 

four out the five major accounting firms were founding members; Arthur 

Andersen, Ernst & Young, KPMG and PWC. In the beginning the BBRT had two 

academic advisors; Prof. Michael Bromwich from London School of Economics 

(LSE) and Michel Lebar from the HEC in Paris. Later, Charles T. Horngren from 

Stanford University joined BBRT North America (Fraser, 2018). He also wrote the 

foreword to the first Beyond budgeting book (Hope & Fraser, 2003). 

Around this time a lot of known business leaders were criticizing the 

annual budget e.g. Jack Welch that said that the budget was the bane of corporate 

America (Loeb, 1995) and Dr. Jan Wallander, Handelsbanken´s CEO, called the 

budget an unnecessary evil (Wallander, 1999). So, there was an appetite for 

changing the budgeting process and the BBRT´s dream, in the beginning, was to 

create a stand-alone solution that could be used in centralized companies and 

enable them to replace the budgeting process with alternative or adaptable 

processes. Because of this dream, the founding members were blind to seeing the 

“full truth”, according to Hope (Fraser, 2018). In BBRT´s final report on the first 

year they said that Handelsbanken´s long term success could not have been 

achieved without abandoning the top down annual budget process:  
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Tinkering with it [Budgets] is not the answer. Implementing 

faster, cheaper or better budgeting systems is like rearranging 

the deck chairs on the Titanic. What’s required is a fundamental 

reappraisal of the management model itself and this means 

designing and implementing new steering mechanisms that meet 

the demands of today’s fast changing organizations.... The 

ultimate objective is nothing less than helping companies 

develop a new management model more in tune with today´s 

competitive requirements (Bunce, Fraser, & Hope, 1999). 

But, when Hope and Fraser asked Dr. Jan Wallander in 1999, then the CEO 

of Handelsbanken, if abandoning the budget was a critical part in the bank´s 

success he replied: 

„No! ... Abandoning budgets was a detail, just one of the many 

changes we had to make to support decentralization and build a 

coherent business model. “ 

Dr. Wallander´s comment gives an insight into how people sometimes view 

beyond budgeting as it is often based on misconceptions. I further address this 

point in chapter (5.1.4). 

Before writing the first Beyond budgeting book; Beyond budgeting: How 

Managers Can Break from the Annual Performance Trap, Jeremy Hope and Robin 

Fraser carried out 16 case studies out of which seven were done in the first year. 

During that first year they started thinking about creating the Beyond budgeting 

diagnostic to help organizations evaluate how their management models were 

aligned with beyond budgeting, and starting a round table in the USA; BBRT North 

America (Fraser, 2018). 

When they wrote the first book, they presented it as a two-stage approach 

where the first stage focused on adaptive processes for targets, rewards, plans, 

resources and coordination to help organizations create continuous value. The 

second stage focused on decentralization in governance, climate, freedom, 

responsibility and accountability. But at first the publisher rejected the idea, so 

they had to rethink the book. And they seriously considered focusing only on the 
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adaptive processes but after discussions among them self and with the publisher, 

they decided to use the original two-stage approach and that´s how the book was 

written (Fraser, 2018). This last paragraph sounds like a minor thing but does 

highlight the importance of decentralization in the beyond budgeting concept. I 

discuss this further in chapter 5.1.1. 

2.1.2 How the model evolved 
Based on research during the first years of the BBRT the foundations for the first 

Beyond budgeting principles were laid in a white paper written by the founders 

in 2002. They were not presented as principles but as two opportunities: The first 

“beyond budgeting” opportunity – enabling a more adaptive performance 

management process, and the second “beyond budgeting” opportunity – enabling 

radical decentralization. Both opportunities were then described by 12 questions 

(which eventually evolved into principles) on how organizations that do not use 

budgets are managed: 

 

The first „beyond budgeting“ opportunity – enabling more adaptive 

performance management process: 

1. How have these organizations set targets without a budgeting process? 

2. How have these organizations rewarded people without a budgeting 

process? 

3. How have these organizations managed action planning without a 

budgeting process? 

4. How have these organizations managed resources without a budgeting 

process? 

5. How have these organizations coordinated actions without a budgeting 

process? 

6. How have these organizations measured and controlled performance 

without a budgeting process? 

 

The second „beyond budgeting“ opportunity – enabling radical 

decentralization: 

1. How have leaders created a high-performance climate? 
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2. How have leaders built a clear governance framework? 

3. How have leaders empowered people to make decisions? 

4. How have leaders given people the capability to act? 

5. How have leaders focused people on customer outcomes? 

6. How have leaders supported open and ethical information systems? 

 

The overall effects of the first „beyond budgeting“ opportunity is a 

performance management process based on relative performance contracts 

instead of internally negotiated short-term fixed targets. Even though there are no 

fixed targets, managers are held to high expectations since company performance 

is measured against the competition. This is, in essence, how organization go 

“beyond“ budgeting and brake free from the “annual performance trap“. 

According to the authors, it is only when most managers have successfully 

made the transformation to the adaptive processes that they see the opportunities 

with moving responsibility to front line people (Bunce, Fraser, & Hope, Beyond 

Budgeting White Paper, 2002). 

The 2002 white paper was only distributed between BBRT members, but 

the first public appearance of the principles was in the first Beyond budgeting 

book written by Hope and Fraser in 2003. When they wrote the book they had 

developed two sets of principles for high performance organizations, similar to 

the two „beyond budgeting“ opportunities in the 2002 white paper:  

 

Six principles of adaptive processes: 

1. Set stretch goals aimed at relative improvement. 

2. Base evaluation and rewards on relative improvement contracts with 

hindsight. 

3. Make action planning a continuous and inclusive process. 

4. Make resources available as required. 

5. Coordinate cross-company actions according to prevailing customer 

demand. 

6. Base controls on effective governance and on a range of relative 

performance indicators. 
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and six principles of radical decentralization: 

1. Provide a governance framework based on clear principles and 

boundaries. 

2. Create a high-performance climate based on relative success. 

3. Give people freedom to make local decisions that are consistent with 

governance principles and the organization´s goals. 

4. Place the responsibility for value creating decisions on front-line teams.  

5. Make people accountable for customer outcomes. 

6. Support open and ethical information systems that provide “one truth” 

throughout the organization (Hope & Fraser, 2003). 

 The authors kept the structure from the 2002 white paper since the twelve 

principles are presented as opportunities in two separate parts of the book: The 

Adaptive Process Opportunity: Enabling Managers to Focus on Continuous Value 

Creation, and The Radical Decentralization Opportunity: Enabling Leaders to Create 

a High Performance Organization. Like in the 2002 white paper each principle is 

explained with examples from the organizations that were researched by the 

BBRT in the previous years.  

In 2004 the BBRT published a white paper with an updated version of the 

Beyond budgeting principles. The wording of each principle in this version had 

been slightly modified but the thinking was the same as in the previous version. 

Besides updates in wording, each principle now had a title, or a starting word, and 

a reference to the conventional command and control management model. The 

principles were split in two groups like before but instead of being presented as 

two separate opportunities of adaptive processes and radical decentralization 

they were presented as simply process principles and leadership principles: 

 

Beyond Budgeting Process Principles 

1. Targets: Set aspirational goals based on continuous relative 

improvement – not fixed targets 

2. Rewards: Base rewards on relative performance with hindsight – not 

on meeting fixed targets 

3. Planning: Make planning an inclusive and continuous process – not an 

annual event 
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4. Resources: Make resources available on demand – not through annual 

budget allocations 

5. Coordination: Coordinate cross company actions dynamically – not 

through annual plans and budgets 

6. Controls: Base controls on KPIs, trends and relative indicators – not 

variance against plan 

 

Beyond Budgeting Leadership Principles 

1. Governance: Base governance on clear values and boundaries – not on 

detailed rules and budgets 

2. Performance: Build a high-performance culture based on relative 

success – not on meeting targets 

3. Freedom to act: Devolve decision making authority to frontline teams – 

don´t micro-manage them 

4. Accountability: Create a network of small units accountable for results 

– not centralized hierarchies 

5. Customer focus: Focus everyone on improving customer outcomes – 

not on meeting internal targets 

6. Information: Promote open and shared information – don´t restrict it 

to those who „need to know“ (Bunce, Fraser, & Hope, Beyond Budgeting 

White Paper: The Principles of Beyond Budgeting, 2004). 

 

The next update of the principles was published in a BBRT white paper in 

2006. In this update the wording of the principles had slightly changed but 

perhaps the most obvious change is the order of the two sets of principles. Now 

the Leadership principles come first and the Process principles second. In the 

white paper the authors make a compelling case for the need for a coherent 

management model. The logic starts with the external challenges for 

organizations today and how best to address them. How they are addressed then 

leads to a set of success factors and how leaders need to support them. Finally, the 

leadership principles need process principles to support them and thus a logical 

case is made for the coherent model. Based on this logic the authors reversed the 

order of the Beyond budgeting principles.  
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This is how the Beyond budgeting principles were presented in the 2006 

white paper: 

Principles of the Coherent Model 

Leadership principles 
1. Customers – Focus everyone on improving customer outcomes – not on 

hierarchical relationships. 

2. Organization – Organize as a network of lean, accountable teams – not 

around centralized functions. 

3. Responsibility – Enable everyone to think and act like a leader – not 

merely follow „the plan “ 

4. Autonomy – Give teams the freedom and capability to act – don´t micro-

manage them. 

5. Values – Govern through a few clear values, goals and boundaries – not 

detailed rules and budgets.  

6. Transparency – Promote open information for self management – don´t 

restrict it hierarchically. 

Process principles 
7. Goals – Set relative goals for continuous improvement – don´t negotiate 

fixed performance contracts. 

8. Rewards – Reward shared success based on relative performance – not 

on meeting fixed targets. 

9. Planning – Make planning a continuous and inclusive process – not a 

top down annual event. 

10. Controls – Base controls on relative indicators and trends – not 

variances against plan. 

11. Resources – Make resources available as needed – not through annual 

budget allocations. 

12. Coordination – Coordinate interactions dynamically – not through 

annual planning cycles. 

With this update the BBRT moved away from the “two opportunities“ 

representation of the beyond budgeting model and focus more on the importance 
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in coherence of the twelve principles instead. As directly quoted from the 2006 

white paper:  

You cannot therefore “pick and mix“ among the principles. All 

twelve are necessary to bring about and sustain a complete 

change from the Command and Control model to Devolved 

Leadership. Unless the model is coherent, it will not be fully 

effective, and it may regress. (Bunce, Fraser, Hope, & Röösli, 

Beyond Budgeting White Paper: The Coherent Model that 

reunites leadership thinking, managment processes and 

information systems for sustained success in a changing world., 

2006). 

In the years between 2006 and 2011 the BBRT made some incremental 

changes to the Beyond budgeting principles which appear to be made mainly to 

support implementation efforts. No white papers with updated principles were 

published by the BBRT during that period but updates to the online 

implementation guide were presented on at least two members meetings, one in 

2008 where Hope presented Five themes of change and categorized the principles 

in five separate themes to support implementation efforts. The principles did not 

change but just the order and classification of them. The Leadership vs Process 

groups remained unchanged (Hope, Beyond Budgeting Implementation 

Guidelines 2008, 2008). The other update was presented on a members’ meeting 

in 2009 by Bogsnes and Bunce. In this revision the BBRT moved away from the 

Five themes of change back into the previous 12 principles and add 6-12 

implementation guidelines for each principle into the online implementation 

guide (Bogsnes & Bunce, Major revisions to implementation guide, 2009). 

The next public version of the principles was published in 2011 in The 

Leaders Dilemma, co-authored by Hope, Bunce and Röösli. This was the first book 

that explained in detail the twelve Beyond budgeting principles. Though not 

specially addressed in the book, the principles had changed considerably from the 

first public version in the 2003 book. The principles are not presented as the 

Beyond budgeting principles but as The 12 principles of adaptive management 

(Hope, Bunce, & Röösli, The Leader´s Dilemma: How to Build an Empowered and 
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Adaptive Organization Without Losing Control, 2011). The 12 principles are not 

categorized in two groups or opportunities in this book like in earlier versions but 

simply principles from one to twelve. Each principle has it´s own chapter where it 

is articulated and it´s meaning supported with examples from organizations which 

the authors have researched. Each principle is also contrasted with an example 

from a command and control organization and an adaptive organization. Even 

though the names of the principles and their wording had changed from earlier 

versions the same thinking is apparent. In addition to updated wording the 

authors integrate the principles with systems thinking. 

 

The 12 principles of adaptive management 

Principle #1 – Values: Bind people to a common cause, not a central plan 

Principle #2 – Governance: Govern through shared values and sound 

judgment, not detailed rules and regulations 

Principle #3 – Transparency: Make information open and transparent, 

don´t restrict and control it 

Principle #4 – Teams: Organize around a seamless network of accountable 

teams, not centralized functions 

Principle #5 – Trust: Trust teams to regulate and improve their 

performance, don´t micro-manage them 

Principle #6 – Accountability: Base accountability on holistic criteria and 

peer reviews, not on hierarchical relationships 

Principle #7 – Goals: Set ambitious medium-term goals, not short-term 

negotiated targets 

Principle #8 – Rewards: Base rewards on relative performance, not fixed 

targets  

Principle #9 – Planning: Make planning a continuous and inclusive process, 

not a top-down annual event 

Principle #10 – Coordination: Coordinate interactions dynamically, not 

through annual budgets 

Principle #11 – Resources: Make resources available just-in-time, not just-

in-case 
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Principle #12 – Controls: Base controls on fast, frequent feedback, not on 

budget variances (Hope, Bunce, & Röösli, The Leader´s Dilemma: How 

to Build an Empowered and Adaptive Organization Without Losing 

Control, 2011). 

2.1.3 The current version of the beyond budgeting principles 
The latest update of the beyond budgeting principles was published in 2016 in a 

Beyond Budgeting Institute´s white paper written by the BBI´s Core team. The goal 

of this update is to better articulate the principles to help organization understand 

and implement them. In addition, this update emphasizes the importance of 

employee engagement and having business processes that are designed to 

support the specific business reality. The authors also bring together many of the 

previous versions and explain how they have changed over time and why  

(Bogsnes, Larsson, Olesen, Player, & Röösli, 2016).  

In this version the principles are presented with the dual focus on 

leadership principles and process principles as was done in older versions. The 

importance of alignment between the two is highlighted as a key element in 

Beyond Budgeting since without such cohesion, organization run the risk of 

disconnecting what managers say and what they do. This can cause 

misunderstanding and mistrust and eventually encourage undesired behavior in 

organizations. The number of principles is the same, six leadership principles and 

six process principles which are presented as Management processes instead of 

principles. Staying true to the fundamental views on management and the purpose 

of the beyond budgeting principles the authors add to the previous vocabulary the 

following: Purpose, autonomy, directional goals, learning, holistic performance 

evaluations, business rhythm, event driven, cost consciousness, unbiased forecasting, 

self-regulation and belonging. (Bogsnes, Larsson, Olesen, Player, & Röösli, 2016). 

Another purpose of this update is to emphasize how organizations can 

move away from using the annual budget, often referred in the beyond budgeting 

literature as the “fixed performance contract“, by separating the multiple 

purposes of the annual budget into specific and separate processes. This is now 

more clearly expressed in principles eight to ten (Targets, Plans & forecasts and 

Resource allocation). 
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Figure 1: 2016 version of the Beyond budgeting principles 

2.1.4 Implementation guides 
In the BBRT´s 20-year history, efforts have been made to assist member 

organizations implement the model with the use of an implementation guide.  

Jeremy Hope and Robin Fraser created the first draft of a beyond budgeting 

implementation guide in May 1999. At the time the BBRT was still a project run 

by CAM-I and the title of the guide was “Project Management Guide #1 – First 

Draft”. The authors clearly stated that this was the first version of a guide and that 

at this time the BBRT´s role was to “gradually build a robust and practical set of 

guidelines for abandoning budgeting and managing with new performance 

management processes”. The 48-page draft contained 25 detailed steps to 

implement the new management model. The steps were broken into five phases; 

I Establish the need, II Make the case, III Design the Performance Management 

System (PMS), IV Implement the changes, and V Improve the model. The guide 

also included questions to help implementers evaluate their current management 

models and how traditional models acts as a barrier to meeting business 

pressures (Hope & Fraser, Project Management Guide #1 - First Draft, 1999). 
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By the end of November 1999, the 3rd version of the 240-page guide was 

ready and was now organized into seven parts. Part I covers the need for change. 

Part II explains the inner workings of the beyond budgeting model.  Part III deals 

with alignment and includes issues such as vision, purpose, values, devolution, 

trust, management roles and knowledge sharing. These are obviously the origins 

of the “beyond budgeting leadership principles” but at the time, only the “adaptive 

management processes” were considered parts of the beyond budgeting model. 

However, the authors recognize the before mentioned issues (principles) as the 

preconditions for implementing the beyond budgeting model. Part IV included a 

list of management tools and techniques that might help with the implementation. 

Part V includes five steps to implement the model: 1) Make the case, 2) Design and 

model and apply the Beyond Budgeting Model (BBM) principles within the 

company-specific setting, 3) Agree management values, roles and responsibilities 

and align with the BBM, 4) Select supporting tools and techniques, 5) Implement 

the changes, 6) Improve the model (Hope & Fraser, The BBRT Guide to Managing 

Without Budgets, 1999). 

The BBRT developed a comprehensive online implementation guide which 

by 2011 included references to around 800 pages of documents with supporting 

examples of organizations which are managed without budgets. 

In 2018 the Beyond Budgeting Institute published a 5-step implementation 

framework. The framework was developed in cooperation with Vanguard 

Consulting who has worked for over 30 years in changing command and control 

thinking. The framework is based on the Vanguard Method for change and 

emphasizes that leaders get real insight and knowledge when designing their 

management models. The five steps are 1) Engage (managers which are either 

curious by the beyond budgeting model or frustrated by traditional budgeting), 2) 

Study (either from a operational or a strategic imperative), 3) Design (the new 

management system), 4) Do (implement the model), 5) Embed/reflect (continue 

developing and fine tuning the model continuously) (Beyond Budgeting Institute, 

2018). 
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2.1.5 Why the model has not been implemented on a broader scale 
Nguyen, Weigel & Hiebl (2018) say that even though beyond budgeting has 

enjoyed academia´s attention the model has not been widely adopted in practice. 

Instead, most organizations prefer to improve their budgeting process rather than 

abandoning it altogether (Libby & Lindsay, 2010). This section explores potential 

reasons for why the beyond budgeting management model has not been 

implemented on a broader scale. 

One possible reason for few implementations can be traced to 

misunderstanding on what the model consists of, what it is about. The name can 

be misleading as it is a much broader concept than just budgeting and that might 

cause top management, and finance professionals, to perceive it as just an 

advanced method for financial management. In efforts to reach a broader audience 

the BBRT North America frequently uses the name “Live Future Ready” in it´s 

marketing efforts, though the beyond budgeting model and principles are still 

presented the same way on conferences and meetings (Live Future Ready, 2018). 

Niels Pflaeging, previous BBRT director, maintains that beyond budgeting 

has often led to confusion and that even acknowledged management experts 

misunderstand the concept. This led him to “re-baptize” the concept itself as 

BetaCodex in 2008 (Pflaeging, 2018). 

Becker, Messner & Schäffer (2009) argue that if consultants are not on 

board, concepts like beyond budgeting will have difficulties to diffuse. They 

interviewed two partners at two leading consulting firms in Germany that were 

both active in organizing conferences and seminars on the topic. Their findings 

were that it was hard for consultants to sell the model to clients because it was 

new and clients did not want to be the first one to use it. The consultants also 

believed that the model would only work in companies that have little complexity 

and are organized in a decentralized way. The consultants also perceived a beyond 

budgeting implementation as a cultural change project and they usually take 

about three to five years and that is too long for typical consultancy projects 

(Becker, Messner, & Schäffer, 2010). 

When management innovation ideas spread on a global scale they tend to 

be evaluated in light of and adapted to local circumstances. A research into the 

spread of beyond budgeting in Sweden concludes that: 
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A weakly mobilized supply side (supply from consultants) has 

produced heavily reduced, heterogeneous packages of design 

characteristics and rhetoric regarding the BB concept that have 

reached only a small portion of the target audience of potential 

adopters. Thus, the lack of a mobilized supply side seems to have 

hindered the efficient diffusion of the BB concept to the user side 

(Larsson, 2015). 

When comparing beyond budgeting with other management innovations 

that have had more success one might look into the difference in nature of the 

model compared to others. One example is the Balanced Scorecard (BSC) which is 

used by an estimated 70% of organizations (Norton & Kaplan, 2016). Unlike the 

BSC, beyond budgeting can´t be implemented onto the existing management 

model. Beyond budgeting is about changing the management model itself in 

various ways (Fraser, 2018). 

Another thing to consider when evaluating beyond budgeting´s popularity 

is that most organizations that use tools or techniques based on the model rarely 

brand it as a beyond budgeting implementation. They rather use something that 

is more homegrown like Equinor´s (former Statoil) “Ambition to Action” (Bogsnes, 

Management Innovation eXchange, 2011) or SpareBank1´s “Dynamic 

Management” model  (Aune, 2013). So, some beyond budgeting implementations 

are not recognized as such. Then in some cases companies just use part of the 

beyond budgeting model, like rolling forecasts and dynamic resource allocation 

and don´t implement the whole model or even treat it as a comprehensive 

management model change. So, even though it appears that the beyond budgeting 

model has not been implemented on a similar scale like other management 

models, it has at least had an impact on how organizations are managed in larger 

scale than is at first obvious. 

Another possible reason for limited adaptation of the beyond budgeting 

model is that it is too complicated and not focused on the correct perspectives. 

Robin Fraser is currently working on a new structure for the model that replaces 

the current 12 principles with not more than five to six main principles which can 

then be broken down into smaller sub principles. His argument is that people in 
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general can´t remember more than 5 principles and therefore it is easier to explain 

them to leaders while you need the more detailed sub principles for implementers. 

He also argues that instead of the current Leadership and Process principle 

categories the model needs to be set up as a business model with two separate 

perspectives; „Stakeholder perspective“ that focuses on the customer, employees, 

shareholders, the community etc. and the „Management perspective“ that focuses 

on what happens inside the organization with things like decentralization, 

information systems, organizational aspects, leadership aspects and the 

governance aspects (Fraser, 2018). 

Nguyen, Weigel & Hiebl (2018) concluded that most organizations prefer 

to improve traditional budgeting instead of abandoning it altogether. In addition, 

they identified eight factors that can hinder implementation of beyond budgeting: 

1. Beyond budgeting is not equally suitable to all companies and situations  

2. fear of change 

3. difficulties managing without budgets  

4. high costs of going beyond budgeting vs upgrading the budget process 

5. lack of internal benchmarks 

6. pressure by shareholders to have predictable targets 

7. role of remnants and  

8. small number of potential users (Nguyen, Weigel, & Hiebl, 2018).  

Most published research on beyond budgeting focus on limited elements of 

the model and lacks a coherent research agenda as Nguyen, Weighel & Hiebl 

(2018) acknowledge. They also suggest that further research is needed on the 

challenges resulting from the implementation of Beyond budgeting. 

In this research I investigate the before mentioned factors one and eight, 

but I consider factors two and seven part of any change project and not specific 

for beyond budgeting implementations. I will not investigate factor three except 

from the perspective of implementations being a difficult mindset change. Factor 

four is interesting because the implementation cases I know of usually result in 

higher profits not higher costs. A few examples of these are Coloplast (Fahlén, 

2018), Nors (Borges, 2017) and Reykjavík Energy (Stefánsson, 2018). This might 

be an interesting factor to investigate further but was out of scope in this research. 

Factor five, lack of internal benchmarks, is in my mind a misunderstanding 
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because internal benchmarks are not a prerequisite for using the beyond 

budgeting model. If internal benchmarks are not available any business unit or 

department can measure it´s performance relative to prior periods for example. 

Factor six, pressure by shareholders to have predictable targets, makes little sense 

to me since applying the beyond budgeting management model, based on the 

previously mentioned examples, usually improves profits. Choosing between 

predictable targets and higher long-term profits should be an easy choice for 

(most) shareholders. This factor is also out of scope. 

2.2 Similarities with other concepts 
The purpose of this section is to investigate similarities between beyond 

budgeting and other management concepts with the goal of finding common 

challenges in implementing that can help with this research. 

The goal is not to make a comprehensive comparison of these concepts but 

more to review briefly what they have in common and investigate if they share 

common implantation factors. 

The concepts I chose; the Vanguard Method, Lean, Agile and Tiel 

organizations, have all been mentioned in the beyond budgeting literature in some 

way or form and based on my experience they all have some common elements 

with beyond budgeting. 

2.2.1 The Vanguard Method 
Systems thinking, as a general theory, emerged in the 1950s and has led to the 

development of a many approaches, of which one is the Vanguard method 

(Chapman, 2004). I will focus on that approach in this section. 

It is challenging to comprehend systems thinking as it is an intellectual 

discipline which is not defined by the subject or issues to which its ideas may be 

applied. Systems thinking is more like a philosophy, meaning that it is an approach 

that can be applied to a wide range of human experience. Systems thinking is 

useful for tackling issues that are embedded in complexity, particularly where 

human activity is the subject (Chapman, 2004). 

When describing a concept, it sometimes helps to explain what it is not. 

Chapman (2004) contrasts system thinking against reductionism where the 

essential parts of reductionism is to simplify complexity by dividing a problem 
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into smaller sub-problems until they are simple enough to be analysed and 

understood, and finally the organization is constructed by divisions around the 

components. The problem with this thinking is that it does not take into 

consideration the complexities of interconnectedness between the 

components/divisions. Systems thinking is fundamentally different from 

reductionism as it adopts a fundamentally different perspective by focusing on the 

inter-relationship between the different elements.  

According to O’Donovan (2014), systems thinking avoids the tendency to 

break things down and provides a holistic approach to understanding and 

managing complexity (Chapman, 2004), recognizes organizational 

interconnectedness (Checkland, Systems Thinkning, Systems Practice, 1981) and 

makes visible that our actions are interrelated to other people´s actions in 

patterns of behavior and are not merely isolated events (Flood, 1999).  

The Vanguard method was developed in the 1980s and is mainly attributed 

to Professor John Seddon and is a way to redesign work in service organizations 

(O´Donovan, 2014). The process of employing the Vanguard method starts by 

people studying how they work (Seddon, 2003) and through a structured process 

they often realize how their processes create sub-optimal results for their 

customers. This triggers people to redesign how they work, their processes, from 

the perspective of their customers and eventually a redesign of their management 

system (O´Donovan, 2014). 

The Vanguard Method follows a “Check-Plan-Do” cycle. The first step 

(Check) involves studying the work in a service organization as a system. The 

Check step has a structured way of understanding services from the customer´s 

point of view. It primarily involves a team of workers and managers who 

represent the frontline of that service´s delivery and study for themselves:  

1) the purpose of the system as seen from the point of view of the service 

user 

2) the demands placed upon the service at the points of transaction 

3) the capability of the service to deliver against those demands 

4) the steps taken in the flow of the work through the system 

5) the systems conditions, the things which explain why the system 

behaves in the way it does 
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6) the thinking in the organization – the management assumptions which 

have created the system conditions.  

Using these steps helps build a picture of the system that produces the 

service from the perspective of the end user. The Check process often uncovers a 

system that is design to deliver results more from the company´s perspective 

rather than the customer´s perspective which sometimes undermines the actual 

service the system was created to provide. Once the check is completed managers 

have to consider if they want to develop a new way of working (the Plan stage). 

The last step is to plan the normal way of working within the organization (the Do 

stage) (O´Donovan, 2014). 

O´Donovan (2014) writes about two theoretical components to the 

Vanguard Method: systems theory (which shows how organizations work) and 

intervention theory (which teaches people how to make a successful change). 

Intervention theory relates to the systems literature through the work of Argyris 

and Schön, mainly how it teaches people how to study their service as a system 

and the use of double-loop learning (Argyris & Schön, Theory in practice: 

Increasing professional effectiveness, 1974). Double loop learning is a critical 

concept for leaders to understand to be able to understand how a system works.  

Single-loop learning occurs when matches are created, or when 

mismatches are corrected by changing actions. Double-loop learning occurs when 

mismatches are corrected by first examining and altering the governing variable 

and then the actions (Argyris, On organisational learning., 1999). In this respect 

the governing variable can be represented as the prevailing leadership thinking 

or beliefs in an organization. If they are based on command and control thinking, 

then there will be a mismatch in actions if an organization tries to implement 

methods which are copied from organizations with a different thinking, e.g. Lean 

or Agile methods. 
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Figure 2: Double-loop learning  
(Argyris, Overcoming organizational defences: facilitating organizational learning., 1990). 

Seddon claims the Vanguard Method helps organizations become a 

learning, improving, innovative, adaptive and energized organization. It provides 

the means to develop a customer-driven adaptive organization; an organization 

that behaves and learns according to what matters to customers (Seddon, 

Freedom from Command and Control: A Better Way to Make the Work Work, 

2003).  

Seddon (2005) provides a good overview of the differences between 

command and control thinking, and systems thinking in the following table: 

Command and control 

thinking 
 Systems thinking 

Top-down, hierarchy Perspective Outside-in, system 
Functional Design Demand, value and flow 

Separated from work Decision-making Integrated with work 
Output, targets, standards: 

related to budget 
Measurement 

Capability, variation: 
related to purpose 

Contractual Attitude to customers What matters 
Contractual Attitude to suppliers Cooperative 

Manage people and budgets Role of management Act on the system 
Control Ethos Learning 

Reactive, projects Change Adaptive, integral 
Extrinsic Motivation Intrinsic 

 
Table 1: Command and control vs Systems thinking  
(Seddon, Freedom from Command & Control, 2005). 

The Vanguard method is different compared to other versions of systems 

thinking because of its attention to ideas of W. Edward Deming and Taiichi Ohno 

who are usually not considered as part of the systems thinking literature 

(O´Donovan, 2014). Taiichi Ohno was a Japanese industrial engineer and is 

considered to be the father of the Toyota Production System (TPS). Seddon (2005) 
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says that Ohno was the first person to realize the profound benefits of managing 

organizations as a system. The TPS will be covered in the following section. 

Even though the Vanguard method and beyond budgeting are different 

concepts there are some similarities. First, the creators of both concepts position 

themselves as the contrast to command and control. Second, and in my mind the 

most critical part in both concepts, is the similar thinking behind the beyond 

budgeting management model (coherence between leadership principles and 

management processes) and the double-loop learning of which is the Vanguard 

Method employs. And lastly there are other similarities in thinking e.g. designing 

the system from the customer´s perspective (Principle 6 in beyond budgeting – 

Connect everyone´s work with customer needs.), decision making is devolved to 

front line managers (Principle 5 in beyond budgeting – Trust people with freedom 

to act), focus on purpose (Principle 1 in beyond budgeting – Engage and inspire 

people around bold and noble causes), focus on intrinsic rather than extrinsic 

motivation in both concepts, and finally the importance of organizations being 

adaptive if these concepts are used in organizations. 

Common challenges in implementing both concepts is that if senior 

management does not understand or adapt the fundamental thinking of which 

these concepts are built on, then implementation attempts will most likely fail. 

2.2.2 Lean 
Lean management or just “Lean”, is a western term for the Toyota Production 

System. It is an approach to manufacturing that helped make Toyota the most 

successful car manufacturer in the world. The underlying principles of Lean are 

applicable in any industry, being it manufacturing, retail or services (Kniberg, 

2011). Some of the Lean principles are: Optimize the whole (synergy between the 

parts of a system is key), focus on customers, energize workers, reduce friction, 

enhance learning, increase flow, quality, and continuous improvements 

(Poppendieck & Poppendieck, 2018). 

Morlidge & Player (2010) say that beyond budgeting has much in common 

with Lean in the sense that it goes beyond rhetoric by providing tools that help 

managers manage in a different way. They also discuss the challenges Lean 
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practitioners have found with emulating Toyota by implementing Lean methods 

without embracing the supporting philosophy. 

The Lean Enterprise Institute Inc. (LEI) is a non-profit that conducts 

research, teaches educational workshops, publishes books and runs conferences 

on Lean. The institute proposes a four-step action plan to move an organization 

from an old way of thinking to lean thinking, what is referred as a lean 

transformation: 1) Get started. This step is broken down into several crucial steps 

like finding a change agent, a leader who will take personal responsibility, get the 

lean knowledge, find a lever by seizing or creating a crisis, map the future state of 

the value stream (vision), 2) Create an organization to channel your value streams. 

Create a lean promotion function, promise that no one will lose their job in the 

future due to the introduction of lean, devise a growth strategy, remove anchor-

draggers, 3) Install business systems to encourage lean thinking. Create a lean 

accounting system, pay your people in relation to the performance of your firm, 

make performance measures transparent, teach lean thinking and skills to 

everyone, 4) Complete the transformation. Convince your suppliers and 

customers to take the steps just described, develop a lean global strategy, convert 

from top-down leadership to leadership based on questioning, coaching, and 

teaching and rooted in the scientific method of plan-do-check-act (Lean Enterprise 

Institute, 2018). 

Based on the experience of successful lean transformations the institute 

has learned that they call for a situational approach that is based on innovating 

key dimensions through a series of questions:  

1. What is the purpose of the change, or simply: what problems are we 

trying to solve?  

2. How are we improving the actual work?  

3. How are we building capability?  

4. What leadership behaviors and management systems are required to 

support this new way of working?  

5. What basic thinking, mindset, or assumptions comprise the existing 

culture, and are driving this transformation?  

These questions are fractal, meaning that they apply on a macro enterprise 

level and on the individual level. The nature of the questions represent a clear 
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point: if an organization fails to address each question, and with a sense of how 

each related to the others, the transformation will struggle to sustain it´s 

momentum (Lean Enterprise Institute, 2018). 

According to the LEI the most common mistakes in implementing Lean are 

to use it as a tool for headcount reduction or cost-cutting, implementing lean tools 

without understanding the system in which they fit (or the “why” behind the 

tools), not having a leader with deep knowledge of Lean thinking, and finally 

underestimating how difficult Lean transformations can be. 

In a literary review paper on Lean implementations in the manufacturing 

industry, Jadhav, Rane & Mantha (2014) identified the following 12 barriers to 

Lean implementations: 

 

Level Barriers to Lean implementations 

Level VII Financial constraint 

Level VI Lack of top management commitment and support, 

organizational culture difference 

Level V Employees’ resistance, cross functional conflict, poor facility 

planning and layout, lack of training and education, lack of 

information sharing with stakeholders 

Level IV Poor sales forecasting 

Level III Absence of a sound action or planning system 

Level II Backsliding 

Level I Slow response to market 

 

Financial constraint was identified as the prime barrier to Lean 

implementations, however, the research´s limitations are that it focuses mainly on 

production in manufacturing and secondary on other segments, which needs to be 

taken into consideration here. Second to financial constraints the authors 

identified lack of top management commitment and support, and organizational 

culture differences as the next level barriers (Jadhav, Rane, & Mantha, 2014). 

Bortolotti, Boscari & Danese, (2015) analyzed data from the High-

Performance Manufacturing project dataset and concluded that successful lean 
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plants use “soft“ lean management practices more extensively than unsuccessful 

lean plants e.g. focus on people, customers, suppliers etc. Focus on the “hard“ lean 

management practices e.g. lean technical and analytical tools, did not differ 

significantly between successful and unsuccessful lean plants. The authors also 

concluded that in order to implement Lean management successfully, it was 

fundamental for managers to go beyond the lean technicalities and adopt the soft 

practices to nurture the development of an appropriate organizational culture 

(Bortolotti, Boscary, & Danese, 2014).  

Large manufacturing companies like GM, Ford, Chrysler and others have 

tried to imitate the TPS but interestingly very few have managed to do it 

successfully even though Toyota has been open about their practices (Bowen & 

Spear, 1999). The reason for this is that managers that visit Toyota plants, confuse 

the tools and practices they see on their visits with the system itself. 

There are a number of similarities between Lean and beyond budgeting. As 

in the Vanguard Method, a systems thinking approach is used in Lean as one of its 

key principles are to optimize the whole where synergy between the parts of the 

system is key. Other similarities are; focus on customers (Principle 6 in beyond 

budgeting – Connect everyone´s work with customer needs), energize workers is the 

same as autonomy (Principle 5 in beyond budgeting – Trust people with freedom 

to act), pay in relation to the performance of the company (Principle 12 in beyond 

budgeting – Reward shared success against competition), make performance 

measures transparent (Principle 3 in beyond budgeting – Make information open 

for self-regulation, innovation, learning and control), and focus on learning. 

Common challenges in implementing Lean and beyond budgeting is that if 

the fundamental thinking or management philosophy is not applied, the methods 

will not work as they should. Lack of leadership commitment and knowledge is 

also a fundamental factor in implementations for both concepts. 

2.2.3 Agile  
In 2001 a group of seventeen people met in Utah, USA, to talk and find a common 

ground in software development. The group was represented with experts from 

Extreme Programming (XP), SCRUM, DSDM, Adaptive Software Development, 

Crystal, Feature-Driven Development, Pragmatic Programming and other 
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sympathetically thinking people. After the two-day meeting the “Agile Software 

Development Manifesto” emerged (Highsmith, 2018). 

The Agile software manifesto reads as follows: 

We are uncovering better ways of developing  

software by doing it and helping others do it. 

Through this work we have come to value: 

Individuals and interactions over processes and tools  

Working software over comprehensive documentation 

Customer collaboration over contract negotiation 

Responding to change over following a plan 

That is, while there is value in the items on the right, we value the 

items on the left more (The Agile Alliance, 2018). 

The group also developed twelve principles to support he manifesto: 

Our highest priority is to satisfy the customer through early and 

continuous delivery of valuable software.  

Welcome changing requirements, even late in development. 

Agile processes harness change for the customer's competitive 

advantage.  

Deliver working software frequently, from a couple of weeks to a 

couple of months, with a preference to the shorter timescale.  

Business people and developers must work together daily 

throughout the project.  

Build projects around motivated individuals. Give them the 

environment and support they need, and trust them to get the job 

done.  
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The most efficient and effective method of conveying information 

to and within a development team is face-to-face conversation.  

Working software is the primary measure of progress. 

Agile processes promote sustainable development. The 

sponsors, developers, and users should be able to maintain a 

constant pace indefinitely.  

Continuous attention to technical excellence and good design 

enhances agility. 

Simplicity - the art of maximizing the amount of work not done - 

is essential. 

The best architectures, requirements, and designs emerge from 

self-organizing teams. 

At regular intervals, the team reflects on how to become more 

effective, then tunes and adjusts its behaviour accordingly (The 

Agile Alliance, 2018). 

Agile methods like Scrum, XP and Dynamic Systems Development Method 

(DSDM) were all developed in the 1980s and 1990s but the term Agile is just an 

umbrella term or a description of the common denominator for these methods 

(Kniberg, 2011).  

Agile methods have revolutionized information technology over the last 30 

years and have greatly increased success rates in software development, 

improved quality and boosted motivation and productivity in IT teams. Though 

the origins are in software development, the methodologies are spreading across 

a broad range of industries and functions, even into the executive suite (Rigby, 

Sutherland & Takeuchi, 2016). 

Today there are multiple variants of Agile practices (Denning, 2016) so it 

is challenging for managers to make sense of all these methods.  
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To bring them all together it is possible to see that organizations that have 

embraced Agile share three core characteristics:  

 

1. The Law of the Small Team 

2. The Law of the Customer 

3. The Law of the Network (Denning, 2018). 

 

The Law of the Small Team explains a shared mindset that work should be 

done in small, autonomous, cross functional teams and focus on continuous 

feedback from the customer or end-user. In addition, big and complex problems 

should be divided into smaller more manageable pieces.  

According to the Law of the Customer, the 21st century´s customer has truly 

become the king. An epic move of power from producers to purchasers in recent 

decades because of globalization, deregulation and technology advances have 

given consumers unprecedented ability to share knowledge and to use that 

knowledge to demand what they need without delay and even sometimes for free. 

It is not possible to tell customers to wait until “the next upgrade” or “the next 

model´s launch” as consumers will just move to other companies if their needs are 

not met at an ever-increasing speed.  This changed dynamic has caused Agile 

thinkers to depend less on “product owners” and be better connected with the 

actual customer or end user. Conventional command and control organizations 

with many management layers or hierarchies are not fit to cope with this 

environment. Traditional managers say, in many cases, that their organizations 

are customer focused, and honestly mean it, but don´t realize that the 

organization’s structure, processes and systems limit how well they can deliver on 

customer needs. This is perhaps one of the more difficult things to understand 

about Agile organizations. Their employees are obsessed with delivering more 

value to the customer. Everyone understands how their job will eventually deliver 

more value to the customer and adapt everything to supporting that goal, weather 

it be their values, principles, processes, systems or incentives. And they ruthlessly 

eliminate anything that does not contribute (Denning, 2018). 
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According to the Law of the Network, Agile thinkers view the organization 

as: 

A fluid and transparent network of players that are collaborating 

toward a common goal of delighting customers (Denning, 2018).  

The centre of traditional management is that an organization is an efficient 

steady state machine aimed at exploiting it´s existing business model. Exploitation 

of the business model is thus more important than exploration of new 

possibilities. Traditional command and control organizations are like giant 

warships where big bosses stipulate orders to smaller bosses and so on while an 

Agile organization is more like a flotilla of tiny speedboats. In this sense Agile 

teams take more initiative on their own and interact with other Agile teams to 

solve problems. The glue that holds it all together is the common goal and the 

common mindset (Denning S. , 2018). 

Just by having Agile teams does not mean that the whole organization will 

become “Agile”. 80-90% of Agile teams perceive tension between the way the 

teams are run and the way the organization is run. In around 40% of cases the 

tension was “serious”. Such a dynamic undermines and, over time kills Agile 

management (Denning S. , 2018). It is thus critical that executives adapt an Agile 

mindset and align the way their organizations are run accordingly if they hope to 

harvest the benefits from Agile teams. 

Denning (2018) describes an organization´s Agile transformation as a path 

from a “twentieth-century top-down bureaucracy” to “operational and strategic 

agility” in four naturally progressive steps: 

- A firm may start experimenting with one or more teams with 

operational Agility, even though the firm as a whole lacks 

operational Agility. 

- As more and more teams take on Agile management, 

eventually a whole unit embraces Agile. 
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- Then the whole firm, or a large unit, may embrace Agile 

management with major enhancement of the capacity to 

make quality improvements and efficiency gains. 

- Finally, the newfound operational Agility at the enterprise 

level may then evolve toward Strategic Agility with a 

capability to open up new markets (Denning S. , 2018). 

As described above, the path to strategic Agility passes through operational 

Agility. He adds that the full gains of operational Agility only come when the whole 

firm embraces Agile management. 

Kalenda et. al (2018) investigated scaling of Agile in large organizations 

and concluded that company culture, lean experience, management support and 

value unification were key success factors. Resistance to change, overly aggressive 

roll-out time-frames, quality assurance concerns and integration into pre-existing 

non-agile business processes were critical challenges in scaling Agile (Kalenda, 

Hyna, & Rossi, 2018).  

Bogsnes (2016) compares Agile with beyond budgeting and concludes that 

the similarities between the two concepts are striking. He compares e.g. the idea 

of continuous delivery with dynamic resource allocation in beyond budgeting. 

What dynamic resource allocation does is to divide bigger tasks into smaller 

batches in the same way that Agile breaks delivery of software functionality into 

small batches. Another similarity between the two concepts is the Agile principle 

of “responding to change over following a plan”. According to Bogsnes, what the 

Agile community often refers to “doing agile” versus “being agile”, is the same 

distinction that beyond budgeting does between the six management principles 

(doing) and the six leadership principles (being). The view on people, values and 

leadership is also very similar in addition to trust and transparency being 

important in both concepts (Bogsnes, Implementing Beyond Budgeting: Unlocking 

the Performance Potential. Second edition., 2016). 

In addition to Bogsnes’ remarks, here are some similarities: contrast to 

“top-down bureaucracy” in Agile is the same as command and control in beyond 

budgeting, the highest priority is to satisfy the customer (Principle 6 in beyond 

budgeting – Connect everyone´s work with customer needs), “the best architectures, 
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requirements, and designs emerge from self organizing teams” is similar to principle 

4 (…and organize around accountable teams) and principle 5 Autonomy, 

transparency is noticeable in both concepts, adaptability is a fundamental result, 

and finally the focus on people is similar: “individual and interactions over 

processes and tools”. 

Common challenges with implementing both Agile and beyond budgeting 

are senior leadership support and having the right knowledge and thinking in 

place. 

2.2.4 Teal organizations 
In his pioneering book, Reinventing organizations: A guide to creating 

organizations inspired by the next stage of human consciousness, Laloux (2014) 

describes different development stages of organizations represented by a color 

scheme where red organizations are the least developed, then come amber, 

orange, green and finally the most developed are teal organizations.  

Each stage has its characteristic such as red compared to how the mafia is 

structured where fear is the glue that holds the organization together, amber is 

compared to the military and most government organizations where highly 

formal roles within a hierarchal pyramid and top down command and control is 

the norm, orange is the way most multinational companies are structured where 

the main goal is to beat the competition through higher profit and growth with 

management by objectives (command and control on the what, freedom on the 

how), green organizations use the classic pyramid structure but focus on culture 

and empowerment (e.g. Southwest Airlines and Ben & Jerry´s), and finally Teal 

organizations focus on self-organization, wholeness and evolutionary purpose.  

I will not explain in detail the Teal organizations here but instead mention 

a few similarities with beyond budgeting. The first and most obvious similarity is 

that Teal organizations rarely use plans and budgets. They also focus on team 

performance rather than individual performance (Beyond budgeting principle 4: 

… organize around accountable teams), use profit sharing instead of bonuses 

(Beyond budgeting principle 12:  Reward shared success…), base their planning 

processes on “sense and respond” instead of “predict and control” (Beyond 

budgeting principle 9: Make planning and forecasting lean and unbiased processes), 
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and do not track budget variances. In his book, Laloux often uses command and 

control to describe orange organizations and contrasts them with teal 

organizations. This is similar to contrasting command and control organizations 

with beyond budgeting organizations. 

Laloux argues that leaders determine, consciously or unconsciously, the 

stage in which their organizations operate because they put into place the 

organizational structures and practices based on their own worldview. This 

means that an organization can not develop beyond it´s leader´s own 

development. This is best explained by Laloux’ own words: 

The practice of defining a set of shared values and a mission 

statement provides a good illustration. Because this practice is in 

good currency, leaders in Orange Organizations increasingly feel 

obliged to have a task force come up with some values and a 

mission statement. But looking to values and mission statements 

to inform decisions only makes sense as of the Pluralistic-Green 

paradigm. In Orange, the yardstick for decisions is success: Let´s 

go with what will deliver top- or bottom-line results. In Orange 

Organizations, leadership might pay lip service to the values; but 

when the rubber hits the road and leaders have to choose 

between profits and values, they will predictably go for the 

former. They cannot uphold a practice and a culture (in this case, 

a values-driven culture) that stems from a later stage of 

development.  

According to Laloux there are only two critical conditions for transforming 

an existing organization into teal: Top leadership and ownership. The founder or 

the top leader, e.g. the CEO, needs to have the same psychological development as 

a teal organization and the owners, or the board of directors, also need to both 

understand and embrace the same thinking. These are the only conditions which 

are critical according to Laloux’ research. He says factors like sector of activity 

(for-profit vs not-for-profit, health care, manufacturing, retail, services etc.), size 

(hundred vs tens of thousands of employees) and geographical and cultural 

background are not make or break factors in this regard. 
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In my experience, most participants at BBRT conferences are finance 

managers, sometimes CFOs but more often heads of Financial Planning & Analysis 

departments or similar positions. Very rarely do I see CEOs participate in the 

conferences so that makes me wonder if it is possible to bring about a larger 

organizational change, like a beyond budgeting implementation without the 

participation of the CEO. Laloux gives an insight into this question: 

Can a middle manager put Teal practices in place for the 

department he is responsible for? When I am asked this question, 

as much as I would like to believe the opposite, I tell people not 

to waste their energy trying. Experience shows that efforts to 

bring Teal practices into subsets of organizations bear fruit, at 

best, only for a short while. If the CEO and the top leadership, see 

the world through Amber or Orange lenses…. they will consider 

the Teal experiment frivolous, if not outright dangerous. They 

might allow it for a while until they understand what is going on. 

But ultimately, the pyramid will get its way and reassert control. 

In the process, the energy that was invested often turns into 

bitterness and cynicism. 

This might very well be one of the reasons why beyond budgeting has not 

been implemented on a broader scale. Middle managers that work with the 

traditional annual budget, see and understand the underlying problems and want 

to adapt beyond budgeting practices. They do so in many cases with the consent 

of their CEOs but not necessarily their full understanding. These efforts bear fruit 

only for a short while because if the CEO does not adopt the beyond budgeting 

thinking, it is likely that the organization will either stop developing its 

management model or even revert to the old ways of working. 

2.2.5 Summary of similarities 
The before mentioned management concepts share various similarities with 

beyond budgeting but what they all have in common is that if managers do not 

understand the fundamental thinking of which these methods are grounded in, 

implementation efforts will likely not produce the desired results. It s not enough 
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for senior leaders to approve the implementation of these concepts, they have to 

adapt the mindset that supports them. 

2.3 Change management theories 
According to a McKinsey & Company less than 40% of transformation programs 

succeed but if certain tactics are used the success rate can rise to 80%. These 

tactics include setting clear and high aspirations and targets, exercising strong 

leadership from the top and maintaining energy and involvement throughout the 

organization (Isern, Meaney, & Wilson, 2009). 

Dumas & Beinecke (2018) argue that there is no right way to answer how 

organizational change occurs. There are many myths, like change always begins at 

the top, prediction is possible, and change is manageable. Rather, they argue, that 

change often has unanticipated and unintentional consequences, order is 

emergent not hierarchical. A complex system´s history is irreversible, and change 

is a constant state (Dumas & Beinecke, 2018). They also conclude that we need 

new practical frameworks for change leadership and more empirical evidence of 

change leadership issues.  

There are many generally accepted change-management models today, 

such as Kotter´s 8-step process for leading change, Lewin´s change management 

model, The McKinsey 7-S model etc. But the focus of this research is on 

implementations of the beyond budgeting model and what is specific about them. 

So, I will not dwell too much on the world of change management and only 

investigate methods or theories that specifically support to the beyond budgeting 

model. 

Bogsnes (2016) talks about the Gleicher´s change formula which is not a 

step by step model for change but describes the conditions where change occurs. 

The formula is as follows: C = D x V x F > R, where C = change, D = Dissatisfaction, 

V = Vision, F = First step, R = Resistance. It simply says that change occurs when 

dissatisfaction times the vision times the first defined steps are greater than the 

resistance for change. 

As previously discussed in the section about the Vanguard Method, Argyris’ 

theory on the “single loop” and “double loop” learning is helpful for implementing 

a new management philosophy or methodology in organizations. According to 
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Argyris (1991) most people, including managers, have an “espoused” theory of 

action. Argyris demonstrates that everyone develops a theory of action, which is: 

a set of rules that individuals use to design and implement their 

own behavior as well as to understand the behavior of others.  

He also uses the term “master program” for the theory in action. These 

theories of action are usually so engrained in behavior that people don´t realize 

they are using them. Argyris continues:  

One of the paradoxes of human behavior, however, is that the 

master program people actually use is rarely the one they think 

they use. 

When people are asked what theories they use to govern their actions they 

usually give what Argyris calls their “espoused” theory of action. But in most cases 

when their behavior is observed their espoused theory has little to do with how 

they behave. As an example, Argyris uses a study he did on a team of consultants 

where they all said that they believed in continuous improvement, but they 

consistently acted in ways that made improvement impossible (Argyris, Teaching 

smart people how to learn, 1991). 

Argyris' work is important from the perspective of beyond budgeting 

implementations as it may help leaders understand the unintentional negative 

effects of traditional command and control management practices and thus help 

create the case for change. 

While researching organizations for his book, Laloux (2014) did not 

encounter even once the topic of change and change management: 

This is rather extraordinary, when we come to think of it! Every 

manager knows that making change happen in an organization is 

hard. Change is one of the most frustrating, and therefore most 

widely discussed, problems in management today. A whole 

industry of experts and consultants in change management has 

sprung forth to support managers in the trying journey of 

change. In the pioneer Teal Organizations in this book, however, 
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change seems to happen naturally and continuously. It doesn´t 

seem to require any attention, effort, or management. 

Laloux argues that orange managers view organizations as lifeless 

machines, a static system or collection of boxes that stack up into a pyramid, and 

change in this paradigm must be applied to the system from the outside. Change 

in this worldview is not an emergent phenomenon but a one-time move from point 

A to B and considered as an unfortunate necessity. In teal organizations there is 

no need to impose change as they are able to sense changes in their environment 

and adapt from within. People in these organizations are free to act as soon as they 

sense changes in their environment without the constraints of static job 

descriptions, reporting lines and functional units. 

Moving from an orange to teal mindset is a fundamental paradigm shift 

which will never be an easy path to travel. This is in my mind a similar journey 

leaders have go through to move from a command and control mindset to the 

empowered and adaptive mindset of beyond budgeting. 

3 Research design 
The research purpose is to support leaders implement the beyond budgeting 

management model by discovering critical factors for successful beyond 

budgeting implementations. I found that a qualitative research method with 

interviews would be best suited for this purpose. The reasoning behind this 

decision and the selection of methods will be discussed in this section. 

3.1 Quantitative research 
Quantitative research methods are well suited if the intent is to e.g. generalize 

results from a sample to the respective population, use statistical methods to draw 

conclusions about links between variables or find cause and effect relationships 

(Davíðsdóttir, 2016).  

A quantitative research method for this research topic would require data 

from several beyond budgeting implementation cases to be able to extract 

conclusions with statistical methods. Since there is very limited material available 

specifically on beyond budgeting implementations, a qualitative research method 
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was preferred. I do however use a quantitative approach when summarizing the 

results of the multiple choice-questions in chapter 4.2. 

3.2 Qualitative research 
Qualitative research is a scientific method which includes analysis of documents, 

observations or interviews. They describe events in the natural environment 

realistically and holistically (Kilicoglu, 2018).  

Qualitative research methods are well suited when it is unclear what the 

research results will be, the intent is to gain a better understanding of a research 

subject, to prepare a quantitative research or validate results from a quantitative 

research (Davíðsdóttir, 2016). 

One of the goals for this research is to gain better understanding of the 

beyond budgeting concept. It was also not clear what the research results would 

be when the project started. These are the main reasons why I selected a 

qualitative research method. 

3.3 Grounded theory 
Grounded theory is a qualitative research method developed in 1967 by Barney 

Glasser and Anselm Strauss (2009). At the time most writing on sociological 

methods were concerned with accuracy of facts and how theory could be 

rigorously tested but, in their book, The Discovery of Grounded Theory: Strategies 

for qualitative research, the authors focused their attention on:  

the equally important enterprise of how the discovery of theory 

from data – systematically obtained and analysed in social 

research – can be furthered (Glaser & Strauss, 2009).  

Their efforts resulted in the creation of grounded theory as a research 

method for qualitative research which is, in a sense, more aligned with accepted 

scientific methods in quantitative research as the analysis phase is systematic 

(Charmaz, 2006), structured and precise (Stern, 2016). 

Grounded theory is thought to be one of the most used qualitative research 

methods today (Morse, Tussles, Tensions, and Resolutions, 2016). It has been used 

in various academic fields, such as leadership studies (Kempster & Parry, 2011), 

business, management (Goulding, 2002) and computer science (Joo, 2011). The 
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method´s characteristic can be defined as a systematic analysis of data with the 

purpose of creating a theory. When employing Grounded theory, data is changed 

from being only descriptive into a theory that describes a concept, causal 

connection, concept connection, methods, circumstance, consequence and 

argumentation  (Óttarsdóttir, 2016). 

When using grounded theory, the research questions are develop based on 

the various qualitative data that is gathered for a research topic. Instead of the 

researcher working with an expected outcome the theory is based on the data 

itself. There is an interplay between data gathering and analysis at every stage of 

the research process. Data gathering is conducted with interviews, comparison, 

sorting and theorizing and the analysis stage is supported with various methods, 

including memos and drawings to stimulate creativity and critical thinking 

(Óttarsdóttir, 2016). 

Once data is collected, grounded theory analysis is done in the following 

steps: 

1. Coding and Theorizing: Here basic concepts are identified by marking 

key phrases in texts. This is often done by analyzing small chunks of 

text line by line. This process is sometimes called open coding. 

2. Memoing and Theorizing: Concepts that are being identified are kept in 

memos in addition to observations and insights. In this step, similar 

concepts are grouped into categories that can be used to generate a 

theory. This is the intermediate step between the coding and the first 

draft of the complete analysis.  

3. Building and Refining a Theory:  When categories emerge, the next step 

is to link them together into theoretical models around a central 

category (Bernard, Wutich, & Ryan, 2017). 

When using grounded theory, it is important that previous theories do not 

interfere with the formulation of a new theory or come between the researcher 

and the data (Strauss & Corbin, 1998). The role of previous literature and previous 

theories should be to improve and develop the new theory instead of limiting it. 

The researcher will however build on his own knowledge of current literature and 

theories in the process. It is thus important for the researcher to put aside, as much 

as possible, previous knowledge and experience to be able to create a new 
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interpretation of the research subject. The researcher needs to trust his own 

ability to make independent discoveries and create new knowledge with 

grounded theory (Óttarsdóttir, 2016). 

The strengths and weaknesses of Grounded theory have been disputed by 

academics (Óttarsdóttir, 2016) and one of it´s weakness is that it demands 

experience from the researcher. It can be inadequate for beginners to use and to 

improve research quality, teamwork and research supervision are strongly 

recommended (Böhm, 2004). It is worth noting that this is my first masters´ 

dissertation and I lack experience in using Grounded theory. I am also doing this 

on my own, so I was not able to work with a team as is recommended. It´s also 

worth noting that even though I only use selected parts of the method, such as 

memoing and theorizing, these methods helped me get useful information for the 

thesis. 

3.4 Interviewee selection 
 A purpose sampling is used when the number of participants is not predefined, 

and they are selected because they are most suited for the research topic (Morse, 

Strategies for sampling, 1991). The participants in this research were selected 

based on their experience in using beyond budgeting, either by implementing it as 

employees, consulting other organizations on implementation or writing books 

and research papers on beyond budgeting or other related topics. All participants 

have agreed to be named in the research. 
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Name Profession/Title Experience with Beyond budgeting 

Anders Olesen Director, Beyond 

Budgeting Institute 

5 years as director of the BBI advising 

organizations on implementing BB, worked 

on implementation while working at 

Borealis, member of the BBI´s Core team 

Dr. Steve Morlidge Thinker, speaker, writer 20 years of exposure to the BB model, lead 

the implementation in Unilever, former 

chairman of the European BBRT, has written 

two books on the BB model, helped small 

organizations implement BB, current 

member of the BBI´s Core team 

John Seddon Thinker, speaker, writer, 

author of the Vanguard 

Method 

Over 30 years experience in helping 

organizations implement the Vanguard 

method, he has written six books, a BBI 

partner and helped develop the latest 

version of the BBI´s implementation guide 

Dr. Franz Röösli Head of Centre for 

Enterprise Development, 

University of Applied 

Science, Zurich 

BBRT Core team member since 2005, 

represents the BBI in Germany, Switzerland 

and Austria, co-author of one BB book, 

author of several academic papers on BB  

Steve Player Director of BBRT North 

America, founder of Live 

Future Ready 

Involved with the BBRT from it´s inception, 

co-author of two BB books, author of several 

articles on BB, consults organizations on 

implementing BB and other performance 

management approaches. 

Dag Larsson CEO of Ekan, Consultancy 30 years of consultancy on BB related topics, 

current BBI Core team member and BBI 

partner in Sweden, 

Dr. Knut Fahlén Management consultant 

and writer 

Author of two books on BB, consultant and 

BBI´s partner in Sweden 

Bjarte Bogsnes Chairman, Beyond 

Budgeting Institute, 

writer, speaker 

Involved with the BBRT since it´s inception 

in 1998, lead the BB implementation at 

Borealis and current implementation at 

Equinor (former Statoil), author of one BB 

book and several articles about BB, winner 

of Harvard Business Review/McKinsey 

Management Innovation award, BB speaker 

Table 2: List of research participants 
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Theoretical saturation occurs when new information stops surfacing with 

added data (Meadows & Morse, 2001). In qualitative research, the data analysis 

phase starts before the data collection phase is finalize. Additional data is collected 

until the before mentioned saturation is achieved. Therefore, it is not possible to 

decide beforehand how many participants are needed or exactly how much time 

the data collection phase will take (Blöndal & Halldórsdóttir, 2016). 

According to the Vancouver school of doing phenomenology, theoretical 

saturation is achieved with between 5 to 15 interviews in a qualitative research 

(Halldórsdóttir, Fyrirbærafræði sem rannsóknaraðferð, 2016). The number of 

participants in this research was estimated to be eight and in the 7th interview it 

became clear that most of the comments had already been mentioned in previous 

interviews and thus theoretical saturation evident. However, the final number of 

interviews was eight. 

3.5 Research trustworthiness 
Validating qualitative research can be challenging and too often researchers 

ignore that step in the research phase. In many research reports and even 

scientific research method books, validity of qualitative research is ignored 

altogether (Halldórsdóttir & Davíðsdóttir, Réttmæti og áreiðanleiki í 

megindlegum og eigindlegum rannsóknum, 2016).  

Some academics argue that research validity is a quantitative concept and 

should thus not be a part of qualitative research at all (Leininger, 1994). Other 

academics propose different concepts or new definitions of validity or other types 

of validity for qualitative research (Lincoln & Guba, 1985).  

Lincoln & Guba (1985) proposed certain criteria to validate qualitative 

research. They are different from qualitative research because they are based on 

different paradigms than in quantitative research. However, the core purpose of 

the proposed criteria is the same, despite different names e.g. truth value is 

achieved through internal validity in quantitative research but through credibility 

in qualitative research, and applicability is achieved with outer validity in 

quantitative research but transferability in qualitative research. There are five 

different criterions according to Lincoln & Guba (1985): Credibility, 

transferability, dependability, confirmability and reflexivity.  
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3.5.1 Credibility 
Credibility is the confidence that can be placed in the truth of a research 

conclusion. It establishes whether the research conclusion represents plausible 

information from the participants´ original data and is a correct interpretation of 

the participant´s views (Korstjens & Moser, 2018).  

Lincoln & Guba (1985) argue that qualitative research results are credible if: 

- They so well explain descriptions or interpretations of human 

experience that if a person has gone through them he/she would 

recognize the experience as it´s own. 

- Others recognize the experience when they live it themselves after 

having read about it in the research conclusions.  

Lincoln & Guba (1985) proposed the following strategy to increase 

qualitative research credibility:  

- Prolonged engagement - Spending more time on interviews to talk, 

listen, observe better, to dictate interviews and contemplate the 

communications appropriately. 

- Persistent observation – Spend more time with the observatory 

mindset. 

- Triangulation – Use e.g. two or more research methods, two or more 

data collection methods or work in cooperation with another 

researcher. 

- Peer debriefing – Present the research findings at many stages to get 

peer feedback on each stage. 

- Negative case analysis – Investigate participants that part from the 

norm. Is it possible that the researcher missed something? Is further 

research into a specific topic needed? 

- Member checks – Check with participants, during the data gathering 

phase, if the researcher has the correct understanding of a comment 

made in the interview. 

Enough time was given to each interview and in only one instance the 

interview had to be terminated before all questions could be covered due to time 

constraints. In that instance the participant replied to the remaining questions by 

e-mail on the following day. All the interviews were recorded and then dictated, 
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word by word, so they might be coded later and to ensure that no detail was left 

out or misunderstood. All the participants did receive a draft copy of the research 

results, so they could rectify any comments that they were quoted on. 

3.5.2 Transferability 
Transferability is the degree to which the results of a qualitative research can be 

transferred to other contexts or settings with other respondents (Korstjens & 

Moser, 2018).  

Lincoln & Guba (1985) argue that because of the different paradigm in 

qualitative research compared to quantitative research, they should achieve 

applicability through outer transferability instead of outer validity. According to 

them a research has transferability if: 

- Those who read the research conclusion find them to have meaning and 

value based on own passed experience. 

- Research results are aligned with the research data, being in the form 

of a description, explanations or theories. 

- Research results are well grounded in real life experience of the 

research topic and depict both normal and abnormal instances. 

One way to increase transferability is by using thick description (Lincoln & 

Guba, 1985). This is done by describing not just the behavior and experiences, but 

their context as well, to make them meaningful to an outsider (Korstjens & Moser, 

2018). 

The results of this research should be applicable to many other change 

initiatives where a fundamental change in management thinking is required. 

Examples of this are company wide implementation efforts of methods like Lean, 

Agile and Systems thinking. They all require the common paradigm shift in 

people´s thinking from traditional command and control management thinking to 

a more empowered and adaptive mindset. 

3.5.3 Dependability 
Dependability is the stability of findings over time. This means that the researcher 

evaluates his findings, interpretation and recommendations over the research´s 

lifetime and they align with the data received from participants (Korstjens & 

Moser, 2018).  
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According to Lincoln & Guba (1985), research findings are dependable if 

another researcher can follow the decision trail and come to the same conclusion 

or at least not a completely new one, if he has the same research data, paradigm 

and circumstances. The strategy to ensure this is thus to maintain an audit trail by 

transparently describing the research steps taken from the start to the 

development and reporting of the research results (Korstjens & Moser, 2018). 

3.5.4 Confirmability 
Confirmability is the degree to which the research results can be confirmed by 

other researchers. This establishes that data and interpretations of the findings 

are not the researcher´s imaginary figments, but clearly derived from data 

(Korstjens & Moser, 2018).  

The strategy to ensure confirmability is the same as for dependability, to 

maintain an audit trail by keeping track of decisions and thoughts over the 

research´s life (Lincoln & Guba, 1985). I have kept a journal for the duration of the 

research and noted communication with interviewees, reflections and thoughts 

after interviews and when I have come across new data from other sources. 

3.5.5 Reflexivity 
Reflexivity is the process of critical self-reflection about researcher´s own biases, 

preferences, preconceptions, and the relationship to the respondents, and how the 

relationship affects participant´s input (Korstjens & Moser, 2018). 

The strategy to ensure reflexivity proposed by Lincoln & Guba (1985) is to 

examine one´s own conceptual lens, assumptions, preconceptions and values, and 

how these affect the research at all phases. This can be done by e.g. keeping a 

journal. 

I have been keeping a journal for this research from the first meeting with 

my instructor, as per his recommendation. There I have noted my thoughts 

regarding new discoveries from interviews and ideas that have come up during 

the research.  

3.6 Collection of data 
Five interviews were done in March 2018 and three were done in August 2018. 

They were all recorded, with permission from the participants, and transcribed in 

detail shortly after. One follow-up interview was done in November which was not 
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recorded nor transcribed, however the main discussion points and findings in that 

interview was noted down during the interview. Dates and length of each 

interview is listed in appendix A. 

Each interview was split in two main parts; part A) with eight open 

questions and part B) with 12 multiple choice questions. In addition, there was a 

part C) which included five general background questions. 

3.6.1 Part A – Open questions 
The open questions were sent to the participants at least one day before the 

interview so they could prepare for the interview. This part of the interview was 

meant to look for data that is not possible to anticipate beforehand and to deepen 

understanding of the research topic. These are two of the strengths of qualitative 

research methods as mentioned in chapter 3.1. 

 

The questions in part A were: 

 

1. How would you define beyond budgeting? 
 

2. How would you describe a typical beyond budgeting organization? 
 

3. How would you describe a successful beyond budgeting 
implementation? 
 

4. Can you mention some successful beyond budgeting implementation 
cases? 
 

5. What do those successful implementation cases have in common? 
 

6. What would you say were the most critical success factors in those 
implementation cases? 
 

7. What should managers look for when evaluating whether BB is a good 
fit for their organizations? 
 

8. How can managers increase the likelihood of a successful BB 
implementation? 

 

The purpose with part A was threefold; to try to create a definition of 

beyond budgeting which could be used in the research (Questions 1-2), to try to 

describe what a beyond budgeting implementation looks like (Questions 3-5), and 
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to search for critical factors for a successful beyond budgeting implementation 

(Questions 6-8). 

 

3.6.2 Part B – Multiple-choice questions 
The multiple-choice questions were set up as 12 separate statements that 

participants either agreed or disagreed with based on a five choice Likert scale; 

strongly agree, agree, neutral, disagree, strongly disagree. 

The content of the 12 statements were built on my own experience and 

prior knowledge of beyond budgeting implementation cases. They include some 

factors that have been mentioned by organizations that have worked on 

implementations and presented in BBRT´s case reports or conference 

presentations. 

The purpose of part B was to test if the participants could confirm these 

factors as critical or not. However, the most value from the multiple-choice 

questions were the discussions that came out of them. So instead of just selection 

an option on the Likert scale, the participants explained their point of views, which 

added more depth to the questions in part A and in some cases helped add more 

content to the literary part of the research. All the responses in part B were 

transcribed. 

The multiple-choice questions were not sent to participants prior to the 

interviews so they would not influence the responses to the questions in part A. 

The 12 statements read as follows: 

1. An adequate corporate culture is critical for a successful BB 

implementation. 

2. Board of director´s approval is critical for a successful BB 

implementation 

3. Senior management´s ownership and participation are critical for a 

successful BB implementation. 

4. Senior management’s knowledge and understanding of how the BB 

principles affect behavior in organizations is critical for a successful BB 

implementation. 
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5. Organization type (e.g. Services, manufacturing or retail) is a critical 

factor for a successful BB implementation. 

6. Ownership structure (e.g. Sole trader, limited company, partnership, 

state owned...) is a critical factor for a successful BB implementation. 

7. Organization´s purpose (e.g. for-profit vs not-for-profit) is a critical 

factor for a successful BB implementation. 

8. National cultures (e.g. individualism vs collectivism, power distance, 

masculinity vs femininity, uncertainty avoidance, indulgence vs 

restraint) are critical factors for a successful BB implementation. 

9. Adequate management control systems (e.g. IT systems that can 

support fast and relative financial and/or operational data to support 

decision making) are critical for a successful BB implementation. 

10. Change management (e.g. creating sense of urgency and the team and 

vision in addition to communicating the change, removing obstacles, 

etc.) is a critical factor for a successful BB implementation. 

11. Moving from a fixed and individualistic reward system to a relative and 

team-based reward system is a critical factor for a successful BB 

implementation. 

12. The implementation order of the BB principles, that is starting with the 

management processes first and then moving to the leadership 

principles is a critical factor for a successful BB implementation. 

3.6.3 Part C – General background questions 
This last part included five background questions for the participants: 

13. Name 

14. Current title and profession 

15. Nationality 

16. Education 

17. Experience with the BB model / BB background  

3.7 Analysis of data 
The interviews were dictated, in detail word by word to prevent 

misunderstanding and mistakes. After they had been transcribed the first step in 

the analysis was to code responses to questions from the texts. Responses to each 
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question was open coded by braking text down to sections and sorting it based on 

relevance.  

In order to avoid simple paraphrasing, theory generating questions can be 

asked of the text, such as what, who, how, why, for what purpose and by what 

means (Böhm, 2004). I used this approach while I was coding the text and 

eventually concepts began to emerge from the data.  

After I had analyzed the text and coded it, I used axial coding to refine and 

differentiate concepts when they emerged. Böhm (2004) recommends using 

coding families as for further stimulus in axial coding. 

Coding families Concepts 

The Six Cs Causes, contexts, contingencies, consequences, 

conditions 

Process Stages, phases, phasing, transitions, passages, careers, 

chains, sequences 

The degree family Extent, level, intensity, range, amount, continuum, 

statistical average, standard deviation 

Type family Types, classes, genres, prototypes, styles, kinds 

The strategy family Strategies, tactics, techniques, mechanisms, 

management 

Interactive family Interaction, mutual effects, interdependence, 

reciprocity, symmetries, rituals 

Identity-self family Identity, self-image, self-concept, self-evaluation, 

social worth, transformations of self 

Cutting-point family Boundary, critical juncture, cutting point, turning 

point, tolerance levels, point of no return 

Cultural family Social norms, social values, social beliefs 

Consensus family Contracts, agreements, definitions of the situation, 

uniformity, conformity, conflict 

Table 3: Glaser´s coding families (as adapted by Böhm 2004). 

While using the coding families I found only four to be helpful: The Six Cs, 

Process, The degree family, Type family and The Strategy family. The result were 

theories relating to beyond budgeting as a concept, what defines a beyond 
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budgeting organization and what are the critical factors to fully implement the 

model. During each step of the analysis I kept journals and wrote notes and ideas 

on how the data became the building blocks of the theories and how the theories 

developed during the analysis. 

3.8 Risk assessment 
Valuable information is often overlooked in open-ended questions. In some cases, 

it is because comments conflict with the researches own views or they only pay 

attention to the most common comments and not the unique ones (Bradburn, 

Sudman, & Wansink, 2004). To mitigate this risk the interviews were recorded 

and transcribed in detail before they were analyzed. 

For the interviewees to provide meaningful answers to open-ended 

questions they must be given the opportunity to get their thoughts in order, to be 

able to express them properly (Bradburn, Sudman, & Wansink, 2004). The open-

ended questions were sent to the respondents at least one day prior to each 

interview, except in one instance where it was not done by mistake. This gave the 

interviewees the opportunity to contemplate the open-ended questions well 

before the interview. 

Bias is a risk factor for all research projects, whether it is in the research 

design and chosen methods, or personal bias from the researcher and 

participants. This is a risk factor for this research as the interviewees and I are all 

connected to the Beyond Budgeting Round Table. The strategy to mitigate this bias 

has been transparency where this is stated clearly in the thesis and by employing 

recommended tactics as covered in the research trustworthiness chapter. 

4 Research results 
This section includes the results from the nine interviews I did with the 

participants in March, August and November. I split the results into two sections, 

one for the open questions (Part A) and one for the multiple-choice questions 

(Part B). 

There is only minimum interpretation of the results in this chapter, but I 

do in some instances include a few comments mainly to put the results into 

context. Further interpretation of the results is included in the following 

discussions chapter.  



 

Axel Guðni Úlfarsson | 63  

 

4.1 Results from open questions 
I summarized the main points from each open question (Part A) and to 

systematically analyze the data I split the responses into four groups modelled 

after Glaser´s coding families as adapted by Böhm (2004): Type, Strategic, Degree 

and Six Cs families. The coding families were helpful for questions one, two and 

three but not for other questions so I either grouped the responses into themes or 

focus based on my own understanding of each topic. 

4.1.1 Definition of beyond budgeting 
When participants were asked the first open question “How would you define 

beyond budgeting?”, they all gave different answers but by applying Glaser´s 

coding families I was able to analyze the comments in a systematic way. 

Type 

Here I was looking for a noun, a word that describes what beyond budgeting is. 

However, the responses included many different nouns like: management model, 

coherent management model, management philosophy, a movement, a set of 

ideas, a circumstance, a mindset, a framework for action.  

Based on the responses, it seems the group does not share a clear and 

common definition of what beyond budgeting is. 

Here I want to open the possibility that beyond budgeting is more than just 

one thing. I will discuss this topic in the discussion chapter. 

Strategy 

The strategy family consists of tactics, techniques, mechanisms and management, 

so here I was looking for a verb that describes beyond budgeting, or in other words 

the doing what and how. 

While focusing on this, the responses included things like:  

…affecting your management system 

…move away from traditional bureaucratic predictive driven 

systems of management 

Focus on how organizations generate and uses money and do the 

right things instead of the wrong things righter. 
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Shifts from command and control to a more decentralized and 

empowered management 

Stop doing dumb stuff in financial management and be more 

thoughtful about what we are trying to do instead 

…self organizing and in stark contrast to command and control 

…has coherence between leadership principles and management 

processes 

…trying to find better ways of managing companies. 

These responses highlight the fact that there doesn´t seem to be a clear and 

common definition of what beyond budgeting is and what it does and how. But 

they also indicate a common understanding of beyond budgeting doing something 

more than just financial management, that it is about changing the way 

organizations are managed and that it is in contrast to command and control 

management thinking, 

Here I also want to reiterate the possibility that beyond budgeting is more 

than just one thing and does thus not do only one thing and in one way. More on 

that in the discussions chapter. 

Degree 

The Degree family focuses on extent, level, range, etc. In this regard I was looking 

for how deep beyond budgeting affects organizations from a management and/or 

hierarchical perspective. 

In this respect I found comments like:  

…requires decentralization as a prerequisite. 

…empowerment of the front-line worker 

…principle-based model and not a rules-based model. 

These comments indicate that beyond budgeting touches the lowest levels 

of the organizational hierarchy but also the top levels because:  
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…comprehensive management model because it addresses both 

leadership principles and management processes. 

The results indicate that beyond budgeting addresses a wide range of 

management topics and touches on both the top level and the lowest level of an 

organization´s hierarchy. 

Six Cs 

The Six Cs family looks at causes, contexts, contingencies, consequences and 

conditions. Here I was looking for what are the causes and contexts in which 

beyond budgeting is used and what are the consequences of it´s application. 

Focusing first on causes and context, comments like the following emerged: 

…coherence between elements of leadership and day to day 

processes 

…alignment with internal and external environment 

…a holistic view on management, empowerment, agility and 

decentralization 

…where leaders have profound knowledge of how budget 

management sub-optimizes performance. 

And when I looked for consequences, or in other words the result of using 

beyond budgeting I found comments like:  

Ultimate objective is an organization that can respond quickly to 

the environment. 

Overall the impact is a financial management process that is 

more forward thinking and more adaptable than the traditional 

annual budget. 

…making organizations more adaptive and human, makes 

organizations resilient and sustainable. 

It is challenging to summarize the causes and context, but it seems 

coherence, alignment or holistic view are the foundations for the context and 
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causes. To summarize the consequences, it looks like adaptability or agility is the 

main theme. 

One important consideration regarding the beyond budgeting principles is 

that they do not necessarily define beyond budgeting. It seems, based on the 

responses, that they should only act as guiding principles, not as instructions or a 

model way of “doing” beyond budgeting. This is how one participant described the 

beyond budgeting principles: 

The principles just describe, as an orientation, what it means to 

have a decentralized leadership organization…. To me the 

leadership principles are a description, a help, what it means to 

have a decentralized, self organized organization. That´s the 

point!... and the six process principles are a description of a 

highly adaptable organization. 

Another participant pointed out that the beyond budgeting principles are 

not the enablers of moving from command and control, but rather the results of a 

different mindset:  

The twelve beyond budging principles are not a point of 

intervention… If you choose one of them, and said we are going 

to do something about this today, you would get lost. The beyond 

budging principles are a reflection of the outcome of a successful 

intervention, but they are not points of intervention. 

To elaborate further the participant compared how people sometimes 

misunderstand the beyond budgeting principles in the same way Deming´s 14 

points are sometimes misunderstood: 

One of Deming´s 14 points is “Drive out fear”, you don´t want any 

fear in the organization. How are you going to do that? Should we 

have posters: “NO FEAR HERE!”? You have to address the 

question, what causes fear in organizations? Well, things like 

working toward arbitrary measures, having the wrong kinds of 

controls, being told you are wrong through these inappropriate 
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controls. An organization that has no fear, is the consequence of 

an intervention. So, no fear is the outcome. 

To summarize the results of question one, there does not seem to exist a 

clear and commonly used definition of what beyond budgeting is and what it does. 

But there does seem to be a common understanding within the group that the 

concept covers more than just financial management, that it changes the way 

organizations are managed in a way that they become more adaptable and 

decentralized. The concept is also very broad as it covers both topics on the top 

leadership agenda and the lowest level as well. 

4.1.2 Typical beyond budgeting organizations 
When asked question number two “How would you describe a typical Beyond 

budgeting organization?” some participants expressed that it would be too hard 

or even dangerous to create a model beyond budgeting organization. It is not a 

simple task and it could be misleading if managers simply copy the model instead 

of adapting the beyond budgeting thinking.  

Some participants found it easier to describe the circumstance where 

managers think they have implemented beyond budgeting when they have in fact 

not done so:  

Many companies start with the management processes and 

replace the budget with something else, but they only do that and 

nothing else, that to me is not a beyond budgeting organization. 

They have applied some of our thinking, but they don´t have a 

fully coherent model. And what is the consequence of that? They 

would not be able to reap the full potential of that organization. 

Period! 

Other participants described the typical beyond budgeting organization 

not as one that uses a set of principles or methods, but rather an organization that 

is on a certain path:  

Beyond budgeting is not a destination, it´s a path you travel 

along. So, you can´t say that you have done it. You can never say 
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that you have done it. All you can say is that you are on a path 

away from something. 

I used Classer´s coding families to analyze responses in this question in the 

same way as in question one, with focus on the Type, Strategy, Degree and Six Cs 

families.  

Type 

Here I focused on what sets these organizations apart from others. Here are some 

of the comments:  

These organizations all have in common that they don´t believe 

in the need for hierarchical organizations and command and 

control 

Are aware of the weaknesses and deficiencies of traditional 

budgeting 

Have embraced some or all of the beyond budgeting principles 

and understand what this is about 

Have the mindset that its better to be approximately right than 

exactly wrong 

The words “believe, are aware, understand, mindset” in these examples 

indicate that these organizations have some kind of thinking or mindset that sets 

them apart from other organizations which are managed more in line with 

traditional or typical command and control management styles. 

Two participants said it was either to difficult or even dangerous to answer 

this question as a model beyond budgeting organization might cause managers to 

copy it without understanding the thinking behind it. But they either mentioned 

“coherence” or “alignment” between leadership principles and management 

processes as something that sets these organizations apart from others. 

To summarize, these organizations have a shared way of thinking that is in 

contrast with traditional command and control management thinking. Coherence 

between leadership principles and management processes indicates that the 



 

Axel Guðni Úlfarsson | 69  

 

shared way of thinking has made it´s way into the way these organizations operate 

or in other words into their management processes. 

Strategy 

Here I was looking for what explains what these organizations are doing and how, 

compared to others. The responses included comments like: 

Have applied the beyond budgeting principles or have their own 

management models that have the same attributes as the beyond 

budgeting model 

Are fast moving, agile, continuously changing ways of working, 

adaptive to external environment, have lean management 

processes. 

Has started the process of abandoning traditional budget-based 

processes and hierarchical styles... Not at a destination, but on a 

path. 

... on a journey to find better ways to plan and control. 

These are people focused organizations, adaptive, sufficient 

autonomy to do their job instead of micro management, 

performance described on a broad and meaningful way and 

people given freedom to deliver on that kind of performance.  

They have separated the budget purposes, use relative targets, 

few targets, using rolling monitoring of actuals and also rolling 

forecasts... there are no cascaded targets. 

Two themes come out of these responses. First, comments like “have 

applied – changing ways of working – has started – on a journey – on a path “, 

indicate that they have started a journey or are on a certain path. Second, 

comments like „fast moving - adaptive to external environment – sufficient 

autonomy – freedom – have separated the budget purposes “, indicate that these 

organizations have started focusing on adaptive management processes. 

Degree 
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Here I was investigating to what extent or at what level organizations must be at 

to be considered a beyond budgeting organization. Here I found comments like: 

The more coherent an organization´s management model is, the 

more beyond budgeting it is.  

Its never done, you are just on a path.  

I don´t put them into categories of complete because the 

management model needs to be adaptive by necessity.  

The company goes for a holistic approach… Have to go to a higher 

level than beyond budgeting principles to evaluate if its a beyond 

budgeting company.  

Two points can be observed here. First, the comments “The more.. the 

more.. it is – never done – don´t put them into categories of complete. ” support the 

previous result that these organizations are not at a certain location or state, but 

have started a certain journey. Second, the comments about “more coherent – 

holistic approach – higher level than beyond budgeting to evaluate” indicate that 

the more coherent an organization´s leadership principles are with it´s 

management processes, the longer they have travelled on this path. 

Six Cs 

Here I was looking for the consequences of the way these organizations operate, 

and I could only use two comments for this purpose: 

These organizations typically perform well against peers, both in 

financial and non-financial terms, are attractive workplaces and 

have a low employee turnover.  

They operate in a volatile environment and accept that, perform 

better than peers and find it easier to attract and attain 

employees.  

From these two comments it looks like typical beyond budgeting 

organizations perform better than peers and are attractive workplaces with low 

turnover. 
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To summarize the results from question two, a typical beyond budgeting 

organization: 

1. has a way of thinking that is in contrast with traditional command and 

control management thinking 

2. has coherence between this thinking and it´s management processes 

3. has started a journey towards more adaptive management processes 

4. performs better than peers 

5. is an attractive workplace with low employee turnover. 

Item one and two are in my mind the main characteristics of a typical 

beyond budgeting organization; a certain way of thinking and coherence 

between that thinking and it´s management processes. 

Item three means that an organization has started a journey towards item 

one and two. The deeper the knowledge or thinking, and the more coherence 

between thinking and management processes, shows how far the organizations 

have travelled on that journey. It can also be said that it describes it´s maturity 

level. 

Items four and five are in my mind too general and describe more the 

results of how these organizations are managed rather than the model it self. And 

since I was looking for characteristics that set typical beyond budgeting 

organizations apart from others, I will exclude these two from the above list from 

here on. 

4.1.3 A successful beyond budgeting implementation 
Question number three; “How would you describe a successful Beyond budgeting 

implementation?” was intended to help clarify what it means to implement beyond 

budgeting. As mentioned before there are very different views on what it means 

to implement beyond budgeting, ranging from just replacing the annual budget 

with a rolling forecast process, up to having a fully decentralized and adaptive 

management model. 

I used Glasser´s coding families to analyze the responses for this question 

as well. 

Type 
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I was looking for what is unique with beyond budgeting implementations, so what 

makes them different from other organizational changes. In the responses I found 

comments like: 

If you have left “Budget land” and are on the path 

Leaders have good knowledge about how the organization 

generates and uses money 

Managers living a much more enlightened approach in delivering 

results. 

Having the mindset shift and its engrained in the culture. 

Here I see similar comments as in the previous question: “knowledge – 

enlightened approach – mindset shift” which is this certain way of thinking and is 

engrained in the culture of the company. 

Strategy 

Here I am looking for how a successful implementation occurs, what is the best 

strategy. On this subject I found comments like: 

Implementation driven by the organization itself, not a classical 

consultancy driven implementation. 

Combination of revolution and evolution. First steps are 

revolutionary followed by continuous evolution. 

Used some type of change management process, e.g. Knoster´s 

change model. 

See the case for change, have identified the external and internal 

dysfunctionalities. 

Based on these responses it seems that a successful implementation is lead 

by the employees of the organization rather than externally driven consultants 

and that the first steps are revolutionary and then followed by continuous 

evolution. I will return to this topic again in the discussions chapter. 

Degree 
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Here I was looking how far the implementation has come when it can be said to be 

successful. Comments descripting this are: 

…really working well and people and the entire management 

team sees it as the new way of working. 

… top management believes that this is the right way, even call it 

a religion. 

You will have more successful one and less successful ones, but 

success is not failing. 

The way I see it, the way I can conceptualize it, is traditional ways 

of doing things are like gravity, so unless you are moving 

forwards you tend to be dragged backwards. It´s like entropy, 

there is a tendency to revert to a well understood and well-

practiced behaviors and processes so unless you are moving 

forward you are likely to be moving backwards.  

If it’s still this way 2-3 years after the transformational journey 

or project close, then it´s successful. 

…becomes resilient, not falling back into the old ways just 

because one or two people leave. 

These comments hint that a beyond budgeting implementation has become 

successful when the new ways of working have become part of it´s culture. It is a 

strong belief in the whole organization, both at the top and at lover levels that 

these are the new ways of working and it is unlikely that it will revert to the old 

ways. 

Six Cs 

Here I was looking for the result of a successful implementation and found the 

following comments:  

The ultimate criteria for success are that the change is delivering 

business benefit. 
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If it leads to better performance, defined the right way, is an 

indication of success. Other indicators are low employee 

turnover, employee satisfaction, agility, ability to think long term 

vs short term. 

The culture becomes more focused on customers. 

Beyond budgeting is implemented to improve performance but it is 

important to note here that performance is not only defined in financial terms. It 

also applies to realization of the organization´s purpose, and how it´s 

stakeholder´s needs are met e.g. customer and employee satisfaction. 

To summarize the result of question three a successful beyond budgeting 

implementation changes thinking in all levels of an organization from 

conventional command and control thinking towards a more adaptive way of 

management thinking in such a way that it becomes engrained in the organization 

culture. It also indicates that successful implementations are more internally 

driven by employees rather than externally driven by consultants, and the results 

are more satisfied employees and better organizational performance. 

4.1.4 Successful beyond budgeting implementation cases 
I asked participants to mention some beyond budgeting implementation cases 

they would classify as successful, mainly to have an opportunity to research these 

cases for the literary part of this dissertation, and possibly to be able to do a 

quantitative research to verify the conclusions from the interviews. However, I 

realized later in the process that this would be too comprehensive, and I would 

not have time to research the cases. But instead of leaving out the results from this 

question I decided to list up the companies that came up in the interviews. The list 

is much longer but as previously mentioned the research´s scope is only 

organizations that used the beyond budgeting methodology to support their 

transformational projects. The list therefor excludes companies that were 

researched in the first years of the BBRT, before beyond budgeting was 

articulated, such as Handelsbanken. The list also excludes companies that were 

founded by leaders that had decided upfront to build decentralized companies 

after having careers in traditional command and control organizations and 
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without knowing about the existence of beyond budgeting, such as Miles and 

Buurtzorg. 

Name Started in Industry Origin 

Equinor (Statoil) 2005 Energy Norway 

Park Nicollet 2005 Health care USA 

TW Telecom 2005 Telecom USA 

Hilti 2006 Construction equipment Liechtenstein 

Coloplast 2008 Medical devices Denmark 

Holt Cat 2008 Heavy equipment USA 

Reykjavík Energy 2009 Utilities Iceland 

Nors 2015 Industrial equipment Portugal 

Table 4: Examples of successful beyond budgeting implementations 

4.1.5 Similarities with successful implementation cases 
The purpose of this question was to look for similarities that could be identified in 

successful beyond budgeting implementations. 

The responses varied but they can be categorized into three main themes: 

1. what triggered the implementation,  

2. what were the critical elements in the vision for change and  

3. how the transformation was led. 

Six out of eight participants mentioned knowledge, or the realization that 

something was wrong with their management models (only one mentioned the 

annual budget in this context but the others were talking about symptoms of 

command and control based management models). These companies don´t 

necessarily have deep knowledge on how command and control sub-optimizes 

performance at the starting phases but they recognize the symptoms and that is 

how these transformations usually start. 

Only two participants mentioned some kind of a crisis as the trigger for 

starting but they both stated that this was not always the case. Sometimes the 

trigger came from an external factor, such as the financial crises in 2008, 

highlighting how a rigid management method like the annual budget is not aligned 

with the organization´s environment. In other cases, the trigger was internal, 
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coming from managers that experienced symptoms of a dysfunctional system and 

started looking for better ways of managing. 

Once this realization has been obtained, leaders start to create a vision for 

change. What was apparent in the comments is that even though managers don’t 

have clarity on how they are going to achieve their vision, they all agree that the 

vision is about improving their management systems. It´s not just about 

improving some well-established processes but really transforming the way they 

work. One participant used the transformation at Coloplast as an example:  

…they (executive management) made it very clear from the 

beginning that this was about a new way of managing the 

company or leading the company with new leadership principles 

which had to do with how they interact with each other, how to 

cooperate, how to exchange information, how to organize, how 

to share information, how to make decisions. That was as much 

a part of it as it was a new way of managing finance and doing 

financial planning. 

The last theme was about how the transformations were led. To start with, 

there is clear indication of strong leadership in these cases. Words like 

determination, perseverance, visualizing, articulating, ownership, and even 

bravery came up in this context. The people that led these transformations had 

knowledge of what needed to be done, had the capability to explain to the 

organization what they were trying to do and had the authority to change the 

management system. This is where the CEO and the executive management plays 

a critical role. It was apparent that in the most successful cases either the CEO or 

at least some member or members of the executive management team led the 

transformation. Also, they did not only participate in it, or merely approve it, they 

had a clear sense of ownership and led it. 

This also indicates that the successful cases are internally driven, not 

externally driven. It means they were not typical consultancy driven projects, but 

mainly driven by the organization leaders. I asked one participant if using 

consultants would then be a bad idea, his response was:  
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No it doesn´t have to be a bad thing, first of all there are not that 

many consultants who fully understand beyond budgeting today 

unfortunately and two, often these consultants become too 

dominating and kind of bring with them too much of the 

traditional management rubbish. Meaning it becomes too 

instrumental, too mechanical. 

This last comment might sound negative towards using consultants in 

beyond budgeting implementations but its worth mentioning that the comment 

starts with “it doesn´t have to be a bad thing”. If consultants are hired to help an 

organization implement beyond budgeting as a comprehensive management 

model, then it can help. But if consultants are hired to focus only on the tools, such 

as implementing a forecasting software on top of the current management model, 

then it is not a beyond budgeting implementation and will probably not get the 

same benefits as from a holistic approach. I discuss the reasons behind this 

comment in more detail in chapter 5.3. 

To summarize the results of question five, what these successful 

implementation cases have in common is that their leaders realized that the 

problems they were trying to solve were symptoms of a bigger problem, they used 

this knowledge to create their vision for change, and took active part in 

implementing the change.  

4.1.6 Critical success factors 
There was some overlap between question six and five so either participants 

referred to their comments in the previous question or added a few more 

comments. Those additional comments focused mostly on the importance of 

leadership and the role of top management in beyond budgeting implementations. 

After analyzing the responses, I grouped them into four focus areas: 

Executive management support, knowledge, leadership and vision. 

Executive management support 

Comments that focused on executive management support were:  

Implementation was anchored to the top of the organization. 

Support from top management. 
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Board of directors empowering a group of senior managers to 

come up with solutions and the support them. 

Has to be the top management, people responsible for the 

organization. 

Visionary finance people that can lead the effort. 

Linked to and get support of enough of senior executives. 

CEO on board from day one or came onboard quickly. 

It is clear from the responses how critical senior management´s support in 

beyond budgeting implementations is. 

Knowledge 

The second critical factor is knowledge, as has been noted a few times in the 

previous questions: 

Leaders have to see the problem with existing ways and also that 

to get rid of problems, thing have to hang together. 

… it was the board that said we needed to do something radically 

different. 

Study first. 

The bosses need to fully understand what is being done and also 

the rest of the management team. 

Tremendous amount of education for managers. 

People need to deeply understand and explain one by one. 

Be ready to change yourself and have the will to understand what 

it is about. 

Understanding of what problems are to be solved, the broader 

definition, the more successful the implementation. 
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These comments show that it is not enough to have the support of senior 

management. The management team needs to be aware of the problems that 

beyond budgeting is trying to solve and this requires a commitment of time and 

the will to change one’s own thinking. 

Leadership 

The third group of critical factors mentioned in this question was leadership: 

It was in this case the board empowering a group of senior 

managers to come up with a solution and supporting them when 

they demonstrated it was something they believed in and were 

personally committed to. And I think the critical thing was that it 

was not conceived by the boss or the most senior people in the 

business and “done to other people”. It was something that the 

critical leadership group within the company decided was the 

right thing to do and they got wholehearted and critical support. 

They got and felt supported by the senior leadership team, which 

reduced the risk that they otherwise might have felt. They felt 

that they had been given license to try something and potentially 

fail. 

… have people leading the transformation that are truly willing 

to go that way. It sounds banal but is truly the main thing. Too 

many people are interested in this [beyond budgeting] but in the 

middle of the journey they realize really what it entails and then 

they realize that they never gave full commitment to it. The will 

is a decisive thing. If you just want a quick fix it won´t work, you 

have to want it. Determination, perseverance and will. Also, to 

withstand problems, to have frustration tolerance because 

definitely it´s not an easy way to go, a quick fix, that you can use 

to solve a problem. These are related aspects that I see are 

necessary to have a successful implementation. 

Don’t give up and have everybody on board. 

The easiest way to fail is to use command & control to implement. 
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Only one participant talked about implementations from the perspective of 

the leaders´ own personal development. He stressed this as one of the most crucial 

point for implementing beyond budgeting as this is one of the main reasons for 

failure of organizational change projects in general:  

They should really check, am I ready? It begins with them. In my 

own consulting assignments, managers want to implement 

beyond budgeting because it sounds good and because of the 

problems related to the budgeting process, they are after 

something interesting. But they do not realize in the beginning 

what it means for them. Somewhere on the journey they realize; 

„I have to change myself. We can´t lead the same way as we have 

if we want to go through this paradigm shift “, and then it comes 

into play that many people want to stick to their power. Leaders 

in command and control organizations realize that the change 

over to beyond budgeting means potentially giving up power. 

Once they realize that, many transformation journeys stop. That 

is what I really want to stress. All the [beyond budgeting] 

principles are easy to understand and to design tools and 

implement, but it really has to do with personal change. And if 

the leaders don´t want to change themselves, then forget it. 

The participant continued to explain how leaders can increase the 

likelihood of a successful implementation by increasing their quality of awareness, 

in other words increase their own maturity. Here he mentioned Chris Argyris’ 

work on the concept of espoused theory vs. theory in use which states that most 

managers have an espoused theory on how they manage their business. This 

means that most managers think and talk about management in a certain way but 

act in a different way (see chapter 2.3). 

Here are a few critical elements of empowering leadership principles such 

as: empowering managers – standing back – accept failure if the intent is just – 

ensuring ownership from the people that are implementing – determination – 

perseverance – the will to see this through. 
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Vision 

Vision is the fourth critical factor that emerged from the responses: 

Explainable model. 

Clearly defined case for change upfront. 

Understand why you are doing it. 

Have a plan, a change model. 

Communication is critical. 

It came up over and over in the interviews that the case for change must be 

about changing the management system, not just a single process like e.g. financial 

planning. The vision must be clear so that people want to work towards it even 

though the details on how to get there are not clear up front:  

In many cases you are moving away from something that is easy, 

focusing just on a single number, into something that is much 

more realistic about how to manage the business… So, you have 

to be really articulate in understanding and explaining why the 

new approach gives you a better way to achieve the objectives 

that you are trying to achieve. And then through that, win people 

over one at a time, and use that to convert the entire community 

and show them that this is a more effective way. 

To summarize finding from question six the most critical factors for 

successful beyond budgeting implementations are executive management 

support, the knowledge that a beyond budgeting implementation is about 

changing the management system of an organization and not merely the 

symptoms of a incoherent system, empowering leadership principles and lastly, a 

clearly defined and explainable change vision that focuses on the whole 

management system and not just parts of it. 

4.1.7 Evaluating if beyond budgeting is the right fit 
The purpose with question seven “What should managers look for when evaluating 

whether beyond budgeting is a good fit for their organizations?” was to check if the 
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model would work for all organization types and conditions. This could help 

leaders evaluate if starting a beyond budgeting implementation would be a 

feasible option for their organizations. 

As in previous questions the topic of knowledge and studying came up a 

few times and the need for managers to start by understanding how traditional 

command and control management methods can sub-optimize performance: 

First the starting place should be; do you understand how budget 

management sub optimizes performance? And I don´t mean, are 

you fed up with how much time it takes and the problems that 

are linked to the strategy and all that, those are symptoms. Have 

you really understood that you are using this as a control 

mechanism and it´s sending your system out of control? Have you 

really understood that? And if so, let´s open the door on this 

whole issue on how your system uses and generates money. So 

that´s the stuff they need to see. 

Another participant´s made a similar comment:  

I would start with understanding the problems associated with 

traditional budgeting. Because for me beyond budgeting is 

basically building a set of processes that fit your organization and 

the environment that it works in and the strategy. So, by 

definition, beyond budgeting will be a fit to your organization 

because that is what you design. So, really the question is not if 

beyond budgeting is a good fit, the question is to what extent is 

traditional budgeting a bad fit? 

The consensus among the participants seemed to be that beyond budgeting 

can be adopted by all types of organizations, but the potential performance 

improvement can vary based on each situation. This depends on how the 

organization´s current management model is fit for purpose, meaning how aligned 

it is with the external and internal environment:  
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Well, I would argue that beyond budgeting is a good fit for almost 

every organization. It´s more a question what it should mean in 

that organization. But any organization benefits from being 

adaptive, and from being people focused. But, there could be 

differences in culture, business, history and that could drive the 

specific design but again, I think it is applicable in basically any 

organization, whether you operate in a stable environment or 

not. I don´t think it´s a prerequisite that you operate in a 

turbulent and dynamic environment, I think even in a stable 

environment you still have to be people focused. 

But the more dynamic the environment, the more value an organization 

can gain from adapting beyond budgeting:  

So, …what are the costs, the disadvantages of traditional 

budgeting? If you are in an organization for example that works 

in an extremely stable environment and consequently very 

predictable the disadvantages of budgeting are relatively small. 

But if you work in a very volatile environment and you got a lot 

of political gaming behavior and targets and budgets and stuff 

like that, the benefits will be very large. 

Six out of eight participants mentioned ways for leaders to evaluate if 

beyond budgeting could benefit organizations. This can be done by looking for 

symptoms of misalignment between their current management models and the 

internal and external environment. Here are a few examples: 

 

1. To what extent does your current management process stop you from 

doing the right thing? 

2. To what extent does your current process encourage people to do the 

wrong thing? 

3. What is the cost of the current process? 
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4. How does the organization’s leadership philosophy align with the 

management model e.g. is the leadership philosophy mainly based on 

intrinsic motivators but management model on extrinsic motivators?  

5. Are current management processes aligned with the volatility of the 

external environment? 

One participant described an example from a government organization 

that he consulted. The organization had recently adopted a budget-based 

management model that was recommended by the government and it´s leaders 

asked him to evaluate the new model. After comparing the internal/external 

environment and the organization purpose with the new management model they 

realized that it was not fit for purpose. One reason was that within the 

organization were four different organizational types, with different needs, such 

as planning cycles, reaction time, etc. so they needed a hybrid model with different 

methods for each organization. But the new model forced all the organizations 

into one annual budget process. This was an insight for the leaders. 

Some participants talked about the feasibility of beyond budgeting from 

the perspective of people in organizations, such as the higher proportion of 

knowledge workers in an organization the more appropriate beyond budgeting is.  

To summarize the results of question seven it seems that beyond budgeting 

can work in any type of organizations and situations. But the benefit of an 

implementation will vary based on each context. To evaluate possible benefits 

managers can start by asking a few simple questions which can indicate hidden 

opportunities to improve the current management model. 

4.1.8 How to increase the likelihood of a successful implementation 
The last open question: “How can managers increase the likelihood of a successful 

beyond budgeting implementation?” was intended to check for anything that had 

not been covered in the previous questions. There was not much content added 

here and most of the previous topics resurfaced such as the importance of 

knowledge and support of top management, the importance of the change vision 

stating that this would involve changing management models and not just 

budgeting. 
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One participant stressed the importance of not underestimating the  

involvement of top management in a beyond budgeting implementation and that 

they realize that in some cases they are the source of problems in the current 

management model:  

…make sure this gets proper attention, and not just attention but 

the buy-in from the management team before they start the 

journey of redesigning processes and reorganizing structures 

and systems. They have to start with a lot of talking and thinking 

in the management team, making sure they understand both the 

problems that they have, and they see and understand why they 

have these problems. Because if they can see that problems are 

caused by the wrong assumptions they have themselves about 

what works and what does not work and that they apply the 

industrial age logic, then they will see that they are part of the 

problem, that is a big part of the problem. I mean the traditional 

view on how we achieve economies of scale, how we motivate 

people, well I mean what worked well in the last century, like let’s 

have more specialists, let´s have more segregation of work, let´s 

have bonuses, let´s have managers that make decisions then we 

have workers who do the work and separate the decision making 

from working, all of this stuff made a lot of sense for a lot of 

companies 30-50-80 years ago but not anymore because things 

have changed a lot. And they must see that and understand that. 

And until they do, it will be very difficult and very fragile and very 

uncertain beyond budgeting journey, if you don´t have that 

understanding and support from top management. 

Some participants mentioned change management principles and methods 

that can support the implementation:  

I always come back to the change equation: D x V x S > R  

[D = Dissatisfaction, V = Vision, S = Next concrete step, R = 

Resistance] so that beyond budgeting is seen to address a 
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problem that people recognize (D), that it is possible to be 

presented in a way that people find inspiring and understand (V), 

that you are able to clearly articulate what you are going to do 

next to tackle the potential sources of resistance, weather they 

are ignorance, fear, risk, whatever (S). 

One participant recommended using an Agile mindset in the 

implementation by piloting changes, experimenting and testing at the same time 

as the implementation takes place instead of designing the new model 100% 

upfront. It is important that implementers know that the model will change during 

the implementation through trial and error while the organization is finding the 

methods that best fit. 

To summaries the results from the last open question, there was not much 

content added that had not been covered in the previous questions except for 

comments on change management methods. The change management equation 

can help leaders to better understand how change occurs in organizations and 

what an Agile mindset is most appropriate to apply in the implementation. 

4.2 Results from multiple-choice questions 
When analyzing the results from the multiple-choice questions, or statements, 

each option was given a number ranging from minus 2 up to plus 2: Strongly 

disagree = -2, Disagree = -1, Neutral = 0, Agree =1, Strongly agree = 2. The average 

of responses for each statement was then calculated and used to conclude on the 

result of each statement. All eight interviewees participated in these questions and 

only one question was left unanswered by one participant. 

The results can be seen in the following table. The order is based on the 

score of each question; the statement that participants were in most agreement 

with on the top and the statement which they were most in disagreement with on 

the bottom. 

As some of the questions relate to the same topic, I have set up the 

following subsections based on topic instead of individual questions. So, for 

example questions 2, 3 and 4 all relate to senior leadership role and therefore I 

summaries the results of those questions into one subsection. 
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Statement Result 

3.       Senior management´s ownership and participation are critical for 

a successful BB implementation 

Strongly agree 

(1.75) 

4.       Senior management’s knowledge and understanding of how the 

BB principles affect behavior in organizations is critical for a successful 

BB implementation 

Agree 

(1.00) 

11.   Moving from a fixed and individualistic reward system to a relative 

and team-based reward system is a critical factor for a successful BB 

implementation     

Agree 

(0.88) 

2.       Board of director´s approval is critical for a successful BB 

implementation 

Agree 

(0.75) 

10.   Change management (e.g. creating sense of urgency and the team 

and vision in addition to communicating the change, removing 

obstacles, etc....) is a critical factor for a successful BB implementation    

Agree 

(0.75) 

1.       An adequate corporate culture is critical for a successful BB 

implementation 

Neutral 

(0.38) 

9.       Adequate management control systems (e.g. IT systems that can 

support fast and relative financial and/or operational data to support 

decision making) are critical for a successful BB implementation   

Neutral 

(0.25) 

8.       National cultures (e.g. individualism vs collectivism, power 

distance, masculinity vs femininity, uncertainty avoidance, indulgence 

vs restraint) are critical factors for a successful BB implementation 

Neutral 

(0.00) 

12.   The implementation order of the BB principles, that is starting 

with the management processes first and then moving to the 

leadership principles is a critical factor for a successful BB 

implementation     

Neutral 

(-0.13) 

6.       Ownership structure (e.g. Sole trader, limited company, 

partnership, state owned...) is a critical factor for a successful BB 

implementation 

Disagree 

(-0.63) 

7.       Organization´s purpose (e.g. for-profit vs not-for-profit) is a 

critical factor for a successful BB implementation 

Disagree 

(-1.38) 

5.       Organization type (e.g. Services, manufacturing or retail) is a 

critical factor for a successful BB implementation 

Strongly 

disagree 

(-1.63) 

Table 5: Results from part B - multiple choice questions 
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4.2.1 Senior leadership role 
The responses from question two, three and four indicate that senior 

managements role in beyond budgeting implementations is critical. The statement 

that the participants were in most agreement with was number three (score = 

1.75), “Senior management´s ownership and participation are critical for a 

successful beyond budgeting implementations.” This is in line with the results from 

the open questions and highlights this factor as the one of the most critical in 

addition to statement number four (score = 1.00): “Senior management’s 

knowledge and understanding of how the beyond budgeting principles affect 

behavior in organizations is critical for a successful beyond budgeting 

implementation” which is the second statement participants most agree with. 

4.2.2 Incentive systems 
It seems that participants agree (score = 0.88) with statement 11: “Moving from a 

fixed and individualistic reward system to a relative and team-based reward system 

is a critical factor for a successful beyond budgeting implementation”. However, it 

must be said that this statement was not well structured because it includes two 

topics instead of one; fixed vs relative, and individualistic vs team-based and since 

participants had various views on these two topics the results are not as reliable 

as they might have been. One participant also noted that one option was missing; 

moving to no incentive systems at all. He pointed out that individual and fixed 

bonuses can sub-optimize performance but it´s not necessary to replace them with 

relative team-based incentives instead. It is also possible to stop using extrinsic 

motivators altogether. Another participant made a similar comment:  

You must avoid all contingent rewards. A contingent reward is 

“To get this you need to do that.“ That´s having a bonus system 

and if you move it to a team bonus system you still created a 

contingent reward. The only satisfactory reward system is a non-

contingent system where everybody in the organization shares 

the success and therefore shares the wealth. 

There seemed to be consensus within the group that bonus systems can be 

an obstacle for beyond budgeting implementations but one participant pointed 

out the fact that it doesn´t always have to be that way:  
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If I was a top manager with bonuses related to results of the 

company, how do I get the best results of the company? Well if I 

think that beyond budgeting will improve results for the 

company then I will think it´s good. So, it´s not working against it. 

It might give me more bonuses. 

4.2.3 Change management 
Participants agree with statement 10 (score = 0.75): “Change management (e.g. 

creating sense of urgency and the team and vision in addition to communicating the 

change, removing obstacles, etc....) is a critical factor for a successful beyond 

budgeting implementation”. This was one of the questions that most participants 

wanted to discuss further as change management is such a broad topic and has so 

many different models to support it. They all seemed to agree with the importance 

of project management but were in disagreement with many of the most known 

change management models or methods:  

I would agree but I would also advice against using traditional 

change management methods for this kind of change. So, change 

management is critical, important. But traditional change 

management models don´t work. So, don´t use Kotter´s 8 steps…. 

That does not work. Off course it never addresses the need to 

change top management´s thinking. It does not challenge 

conventional thinking. That is missing in almost any change 

management projects. 

More than one participant made a similar comment:  

You need to use the same philosophy with implementation as you 

aim to manage the company. You can´t implement beyond 

budgeting with command and control. 

Only one participant strongly disagreed with statement 10 but not 

necessarily with change management in general, but rather with Kotter´s 8 steps 

as it was used as an example in the question:  
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Not if it´s that stuff [Kotter´s eight step process to leading 

change]! Good teamwork is a consequence of collectively 

changing your thinking of control. If you make good teamwork 

the point of intervention, you just go to hell. 

4.2.4 Corporate culture 
The topic of corporate culture is sometimes discussed on BBRT meetings and this 

gave me the idea to check if that can be a factor in implementing beyond 

budgeting. Is a certain type of culture better suited for a beyond budgeting 

implementation than another one?  

The first multiple choice statement was: “An adequate corporate culture is 

critical for a successful beyond budgeting implementation”. The average response 

was neutral (0.38) and it seems that culture does not play a big role in 

implementations and the participants seem to view it more as a result of how the 

organization is managed rather than something that is actively managed to get 

results:   

Culture is important, but I think culture is a result of what you do 

and how you work. You should get a better culture out of it, 

definitely. But I think one should not think of this as a cultural 

project and do something with the culture. To me its very much 

about looking at the concrete, specific problems and thinking 

about how they can solve these in a manner that is coherent with 

everything else that is important for the organization. 

This view was repeated by more than one participant:  

To change the culture is not a starting place, it´s an end result… 

…You build stronger collaboration and team work when you go 

and study together, it changes the conversation… culture is not a 

point of intervention, culture change is free. 

4.2.5 IT systems 
The results from statement nine: “Adequate management control systems (e.g. IT 

systems that can support fast and relative financial and/or operational data to 

support decision making) are critical for a successful BB implementation” was 
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neutral (0.25). Two participants selected strongly agree while others either 

agreed or disagreed, so it seems that there is not consensus about the role of 

control systems, or IT systems in implementations. Some participants had 

commented in the open questions on the need for adequate IT systems for beyond 

budgeting (e.g. to facilitate transparency), while others made the comment that IT 

systems are important, but the implementation can not evolve around them, they 

are only tools, so design the processes first and implement the correct systems to 

support the processes:  

The learning occurs by studying and IT should be the last thing 

you do. Do not start with IT. If you do this the IT system you get 

is going to be a lot cheaper and it´s going to do the things you 

want. The critical factors are not the IT systems but the 

measures. 

4.2.6 National cultures 
Most examples of beyond budgeting organizations come from Northwestern 

Europe and North America. There are some examples from other regions, but they 

are very few compared to the other regions. This gave me the idea of checking if 

national cultures can play a role in beyond budgeting implementations, so I 

included statement number 8: “National cultures (e.g. individualism vs collectivism, 

power distance, masculinity vs femininity, uncertainty avoidance, indulgence vs 

restraint) are critical factors for a successful beyond budgeting implementation.” 

The results were neutral (0.00) and similar to question 1 regarding 

corporate culture. When it comes to national cultures, they can have an impact on 

the way you approach people and how you design the management model for each 

organization but the beyond budgeting methodology will still be the same and 

applicable for all cultures:  

…it really doesn´t matter. You can observe very big differences, 

like the Germans being very high on uncertainty avoidance, 

really like to work out stuff before they do it. While the British 

are more like ready, fire, aim. The French are very high on power 

distance, and so you have to respect the hierarchy, so you must 
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not criticize your boss. So, these are the kind´s of country culture 

characteristics which come into the organizational culture. But 

what we are talking about here is changing your theory of 

control, a control of your organization. And in that regard the 

issue of changing your theory of control is universal. Different 

country cultures might, certainly manifest in behavioral terms, 

differences in the way which they do that, but the thing that is the 

same is that they have changed their theory of control. 

It is worth mentioning the participants nationalities are either North-

European or North-American: Denmark: 1, Norway: 1, Sweden: 2, UK: 2, Swiss: 1, 

USA: 1. 

4.2.7 Order of implementation activities 
There have been some discussions around the implementation order of the 

beyond budgeting principles and weather leaders should start focusing on the 

management processes or the leadership principles. I wanted to investigate this 

further so statement 12 was added: “The implementation order of the BB principles, 

that is starting with the management processes first and then moving to the 

leadership principles is a critical factor for a successful beyond budgeting 

implementation.” and the result was neutral (-0.13).  

Some participants argue that it´s important to start with the management 

processes to help senior managers see the problems in their current management 

models and then use that knowledge to develop the leadership principles 

afterwards. But there is not consensus on this within the group:  

I think you have to address the wholeness and of course you can 

not have developed and designed an entire new model from day 

one and implement it so this principle of designing 40-60% and 

then jump, makes a lot of sense. But it should not only be the 

management processes, you have to think about the whole in the 

beginning so that everyone knows why you are making the 

change and where you are heading. Once you have agreed on that 

in the leadership team well then you can decide were we should 

take the first steps. That could be one of the management 
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processes, but it could be something else. But don´t just start with 

the management processes and hope that the rest will follow 

afterwards. I think it´s important that the entire leadership team 

agrees in the beginning we are now starting a journey to work in 

a more coherent way because the way we work today is not 

coherent and that is creating a lot of problems so we have to get 

our act together and then maybe the first step is to do something 

with the financial processes but a lot of other things have to 

follow short so that people can see that this is not just a financial 

exercise but something about how we work as a company, how 

we get things done in our company.  

One participant said that the order depends on the context. For example, in 

a company where the board of directors has given the executive team the task of 

redesigning the management model in any way they see fit, they can start where 

ever they like. But in another context, different approaches might make more 

sense:  

Example, in a company that invested heavily in S&OP [Sales & 

Operations Planning], you might say what we should start by 

aligning financial forecasting with operational forecasting, and 

that is the first step. When it comes to the leadership principles 

it might make sense to look for an “open door”. Example, if there 

is currently work being done on culture, then it might be a good 

idea to interject the beyond budgeting leadership principles into 

that work. Look which are the blockers to the behavior we want 

to see. 

4.2.8 Factors outside of management´s control 
Questions 5, 6, and 7 all relate to factors that senior leadership have very limited 

ways to influence such as 5: Organization type (service, manufacturing or retail), 

6: Ownership structure (limited company, partnership, state owned), and 7: 

Purpose (for-profit vs not-for-profit).  

These were the statements that participants disagreed with the most, 5 = 

strongly disagree (-1.63), 6 = disagree (-0.63) and 7 = disagree (-1.38). Statements 
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5 and 7 were the only ones that all participants either disagreed with or strongly 

disagreed with so there seems to be consensus within the group that organization 

type and weather it´s for-profit or not-for-profit is not critical for beyond 

budgeting implementations. As in previous questions the challenges might vary 

based on each organization so the solutions will vary also:  

To me this is irrelevant. As long as you have leaders that 

understand this, the ownership structure doesn´t matter. Of 

course, there are different challenges… There is this perception 

that if you have a listed company then it is more difficult, …also 

in the public sector there are places where people say, no this 

can´t work because we have to do this and that. So, there are 

different challenges in different industries and owners but to me 

it is not critical. You can´t say this doesn´t work just because you 

are in a certain industry or have a certain ownership. There are 

elements in these structures that bring different challenges, but 

it is not a critical factor. 

4.3 Summary of research results 
Results from the interviews can be broken into the following themes and sub-

themes: 

Theme Sub-theme 

The beyond budgeting concept Beyond budgeting components 

Beyond budgeting organizations 

Beyond budgeting Implementations Critical factors 

Factors to consider 

Non-critical factors 

4.3.1 The beyond budgeting concept 
It was evident from the open questions that there is not a clear and commonly 

used definition for beyond budgeting. It is also clear that it is more than just a 

management model as it contains elements of a philosophy, a management model 

and management processes.  

Beyond budgeting implementations change organizations in a way that 

they become more adaptable and decentralized. Beyond budgeting is a contrast to 
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command and control management thinking and it addresses a broad range of 

management topics from the executive leadership level to the front-line manager 

level. 

Based on the results a typical beyond budgeting organization has a way of 

thinking that is in contrast with traditional command and control management 

thinking, has coherence between that thinking and its management processes, and 

is on a journey towards using more adaptive management processes. 

4.3.2 Beyond budgeting implementations 
The research results show that a successful beyond budgeting implementation 

changes thinking on all levels of an organization from command and control 

thinking to a more empowered and adaptive way of thinking in such a way that it 

becomes engrained in the organization culture. 

What successful implementation cases have in common, and what seem to 

be the most critical factors for successful implementations are: 

- Leaders that realize that the problems they are trying to solve are 

symptoms of a bigger problem, and 

- Senior leaders taking active roles in implementations 

Some factors came up in the interviews that are not critical, but 

implementers should consider, to improve the likelihood of successful 

implementations: 

- Beyond budgeting works in any organization, and any context. But the 

benefits of implementing the model vary based on the context. To 

evaluate if there are likely benefits, managers can use the questions in 

chapter 4.1.7. 

- Implementation can start either by focusing on management processes 

or leadership principles, but the order depends on the context of each 

organization (see chapter 4.2.7). 

- Change management models can help implementors better understand 

how change occurs in organizations. An Agile mindset helps when 

planning and managing the implementation. 

Other factors that were investigated in the interviews, but I found not to 

be critical according to the results are: 
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- Culture. Based on the interviews, neither corporate nor national 

cultures should act as barriers to beyond budgeting implementations. 

They will affect how implementers need to approach people in different 

cultures but the model itself can work in any culture. 

- IT systems do not appear to be a critical factor in beyond budgeting 

implementations. IT systems do play a critical role in managing modern 

organizations but a beyond budgeting implementation should not focus 

on the IT systems. They should focus on the management model first 

and then select the most appropriate IT systems to support the 

management model. 

- Incentive systems. As discussed in chapter 4.2.2, question eleven was 

not properly structured and thus the results on incentive systems not 

reliable. However, one indication that incentive systems do not play a 

critical role is that none of the participants mentioned them in the open 

questions. 

5 Discussion 
There were two main themes in the research results: the beyond budgeting 

concept and beyond budgeting implementations. In the following sections I 

discuss the results further and with context to the literary chapter. 

5.1 The beyond budgeting concept 
As discussed in the literary section, beyond budgeting´s origins can be traced back 

to a project that was meant to improve traditional budgeting, but eventually 

developed into a management model which addresses much more than just 

financial management (Fraser, 2018). From it´s inception in the late 1990s up to 

this day, it has evolved into something more than just a management model. To be 

able to better explain the concept I have broken it down to three main 

components: a philosophy, a methodology and methods. I will discuss these 

three components in the following three sections. 

The definition I use for a philosophy is: a theory or attitude that acts as a 

guiding principle for behavior. I also use the words belief and thinking to describe 

a philosophy. A methodology is a system of methods applied in a field of study. Here 

the field of study is beyond budgeting. Methods is a prescribed process for 
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completing a task and in this context describe management processes in 

organizations. 

5.1.1 The beyond budgeting philosophy 
As mentioned before, the definition for a philosophy is: a theory or attitude that 

acts as a guiding principle for behavior. This means that the beyond budgeting 

management model, the methodology discussed in the following chapter, is guided 

by a theory or attitude. 

When analyzing the research results in combination with the literature, the 

attitude (or what I more often refer to as thinking) is rooted in the belief that more 

adaptive organizations outperform less adaptive organizations. This can be seen 

in the original beyond budgeting book by Hope and Fraser (2003) and is one of 

two corner stones in the beyond budgeting principles. The philosophy is also 

rooted in the belief that decentralized leadership principles are necessary for the 

adaptive management processes to work. Fraser´s comment about him and Hope 

having to contemplate removing the focus on decentralization after debates with 

the publisher of the first beyond budgeting book (see chapter 2.1.1), indicates that 

decentralization is a fundamental element in the model. It can also be seen in the 

research results in chapter 4.1.1 that beyond budgeting changes organizations in 

a way that they become more decentralized. Based on this, I argue that 

decentralized, or empowering, leadership thinking is a prerequisite for adaptive 

management processes and thus part of the beyond budgeting philosophy. 

Therefore, the beyond budgeting philosophy is based on the beliefs that 

highly adaptive organizations outperform traditional command and control 

organizations and that they require decentralized management models as a 

prerequisite. 

I also propose that dominant attitudes, or thinking, in organizations govern 

how their management systems are designed. Which brings me to the next 

component, the beyond budgeting methodology. 
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5.1.2 The beyond budgeting methodology 
A methodology is a system of methods applied in a field of study. Here the field of 

study is beyond budgeting and in this section, I use the term methodology to 

describe the beyond budgeting management model. 

The first obvious characteristic of the beyond budgeting methodology is 

the dual focus on leadership and management (see chapter 2.1.3). In addition the 

words „decentralization“ (also empowerment) descripe the model´s leadership 

principles (see chapters 2.1.1 and 2.1.2 in the literary chapter and 4.1.1 in the 

research results), and „adaptive“ describes the management processes (see 

chapters 2.1.1 and 2.1.2 in the literary chapter and 4.1.1 to 4.1.3 in the research 

results). The second characteristic of the model, and the one that is not so obvious, 

is coherence between the dual focus. This is mentioned in the first beyond 

budgeting book by Hope and Fraser (2003) and it is given more attention in the 

2006 version of the beyond budgeting principiples (see chapter 2.1.2). Bogsnes 

(2016) also stresses the importance of coherence but in the latest upgrade of the 

beyond budgeting principles by the BBI, cohesion is not part of the picture (see 

chapter 2.1.3). It is though mentioned on BBI´s vebsite as one of the key elements 

of beyond budgeting (Beyond Budgeting Institute, 2018). Cohesion was also 

mentioned a number of times in the interviews as one of the components of the 

beyond budgeting model (see chapters 4.1.1 and 4.1.2). 

Based on the above, the beyond budgeting methodology is a management 

model or system, consisting of adaptive management processes which work in 

coherence with decentralized leadership principles. 

Understanding this part of the beyond budgeting concept is in my mind one 

of the most critical factors for successful implementations. It isn´t until leaders 

realize that their own beliefs on management are flawed, or at least not coherent 

with the way they manage their organizations, that they start to redesign their 

management models (see chapter 4.1.5). When this occurs, leaders also change 

the way they view their roles. This seems like a small, immaterial thing, but in 

Seddon´s table in chapter 2.2.1, where command and control is compared to 

systems thinking, the role of management moves from “Managing people and 

budgets” to “Act on the system”. This is, in my mind, something that leaders need 
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to understand, and adapt their thinking to, to be able to fully implement the 

beyond budgeting model. 

An important consideration on the beyond budgeting methodology is that 

despite the concept´s continuous evolution over the last 20 years where the 

beyond budgeting principles have changed in a number of upgrades (see chapter 

2.1.2), the fundamental structure of the model has not. It still has the dual focus on 

leadership and management, and cohesion between the two is an important 

element. This is also what makes the concept unique. I have at least not come 

across other management concepts that are presented in this way. 

In the follow up discussions after the interviews, one of the participants 

mentioned that the annual budget is also coherent. For example, it has coherence 

between its purpose of aligning actions, resources and targets. But I argue that in 

many cases it is not coherent with the speed of changes in the external 

environment. Also, in many cases the leadership principles many senior managers 

like prescribe to, are incoherent with the budget as a management method, which 

is different from the beyond budgeting model. 

The beyond budgeting model is a methodology that consists of a system of 

methods. I discuss the beyond budgeting methods in the following chapter. 

5.1.3 The beyond budgeting methods 
The beyond budgeting methods are the various ways of working within the 

beyond budgeting methodology. 

Interestingly, the research results indicate that the six beyond budgeting 

management processes and six leadership principles do not define the beyond 

budgeting management model (see chapter 4.1.1). They are guiding principles 

that support managers in developing methods that support their management 

models (or methodologies). They are not a set of rules to follow, or a checklist of 

methods that need to be implemented to become a “beyond budgeting” 

organization. They should be used as examples of how adaptive and empowered 

organizations are managed and in this way support leaders in designing their own 

management models. 

The following table depicts the beyond budgeting philosophy, 

methodology and methods. The purpose of this table is to help implementers and 
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managers better understand what a beyond budgeting implementation entails. 

The table represents “the big picture” of the beyond budgeting concept and how 

these components are connected. The beyond budgeting philosophy governs how 

senior leaders think and what their paradigms and attitudes towards 

management are based on. The philosophy governs how senior leaders develop, 

either consciously or unconsciously, their management models (the beyond 

budgeting methodology). The management model then governs which methods 

are used to support it. 

Philosophy 
(a belief, paradigm, 

mindset or thinking that 

guides behavior) 

Highly adaptive organizations outperform traditional 

command and control organizations and 

decentralized management models are a prerequisite. 

Methodology 
(a system of methods) 

A management model consisting of adaptive 

management processes which work in coherence with 

decentralized leadership principles. 

Methods 
(a way of doing 

something) 

Methods that support the specific system design.  

Examples: Rolling forecasts, dynamic resource 

allocation, transparency, focus on customers and 

purpose etc.  

Table 6:  Three main components of the beyond budgeting concept. 

It can be helpful for implementers to understand the difference between 

the beyond budgeting philosophy, methodology and methods. It is relatively easy 

to implement some of the methods used by beyond budgeting organizations such 

as a rolling forecast process or a dynamic resource allocation process. 

It becomes more challenging to implement the beyond budgeting 

methodology and ensure there is cohesion between the organization´s leadership 

principles and management processes. Laloux (2014) provides a good example of 

this when managers in Orange organizations try to adapt leadership principles 

from the more developed Green organizations (see chapter 2.2.4). 

Lastly, and what I argue to be the most challenging part, is to change 

mindsets. To successfully implement beyond budgeting, leaders must change their 

own mindsets and ironically, it seems that the best way to change one´s mind is to 

go through the process of studying the entire management system. Managers must 
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start at the “shop floor” and work their way through the system and into their own 

minds. This is one of the similarities in the successful implementation cases 

mentioned in chapters 4.1.4 and 4.1.5 where senior leadership participation is 

mentioned as a critical factor for successful implementations. It is not mentioned 

in the interviews, but I argue that one of the reasons why this is critical, is the fact 

that when senior leaders participate in these implementations, they deepen their 

own understanding of how their management systems affects behavior in their 

organizations. This is when double-loop learning occurs (see chapter 2.2.1). 

This is basically what occurred when the beyond budgeting model was 

conceived, the authors were looking for ways to improve budgeting (method), 

came to the conclusion that the problems they were trying to solve was a symptom 

of a larger problem (in the system), and while addressing that their beliefs 

(philosophy) changed. I would like to note that this last point is not grounded in 

comments from the creators but simply my observation of the model´s 

development in the literature in combination with the research results. 

The following chapter describes how a fully implemented beyond 

budgeting model (or methodology) looks like in real life. 

5.1.4 A fully implemented beyond budgeting model 
Based on the research results in chapter 4.1.2 a typical beyond budgeting 

organization can be characterized as one that has started a journey towards: 

1. a way of thinking that is in contrast to traditional command and control 

management thinking and 

2. has coherence between this thinking and it´s management processes. 

No organization is the same so how this looks in practice can vary but this 

is where they are heading and the maturity, or dept of knowledge in management 

thinking indicates how far the organization has travelled on this journey. 

At the start of this journey, managers don´t necessarily have deep 

knowledge of the beyond budgeting philosophy or methodology. They might even 

not know the concept, but the important thing is their thinking has started to 

change as they realize the problems they are trying to solve are symptoms of a 

bigger problem. So, they have started experiencing double-loop learning (see 
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chapter 2.2.1) and are curios about how this thinking can further develop their 

management processes and eventually their management models. 

What these organizations do is a result of how they think (as mentioned in 

chapter 5.1.3). To an outsider, that has not developed this type of thinking, only 

what these organizations do will become visible. An example of this is when Dr. 

Wallander said that abandoning the budget was just a minor detail (see chapter 

2.1.1). For Hope and Fraser, at the time, abandoning the budget was a critical 

factor in Handelsbanken´s transformational journey. But it was simply a result of 

the changed way of thinking that Dr. Wallander brought with him when he took 

over as CEO. 

The example in the previous paragraph describes a critical factor in 

implementing beyond budgeting, and I argue even in management in general. As 

mentioned in chapter 5.1.3, it is relatively easy to implement beyond budgeting 

methods like rolling forecasts or dynamic resource allocation processes. If I use a 

rolling forecast process as an example, first of all it does not require any difficult 

paradigm shifts for managers to implement such a process on top of the current 

management model. In addition, it´s easy to find consultants offering their services 

to implement this method and there is also a growing industry of software 

companies that develop and sell forecasting software. But if managers implement 

a forecasting process without asking serious questions about why they are doing 

it and how it supports their leadership principles and management processes, it 

will likely only add to the current complexity of the organization. It is in a way, 

doing the wrong thing righter. Note that I am not criticizing consultants or 

software companies, because implementing a forecasting process or software, for 

the right reasons, can definitely support decision making and improve 

performance. 

5.2 Critical factors for beyond budgeting implementations 
The Beyond Budgeting Round Table has spent considerable amount of effort in the 

past two decades to support implementations of the model (see chapters 2.1.4), 

but it has not been widely adopted despite these efforts (Nguyen, Weigel, & Hiebl, 

2018). I propose the reason for this is that most organizations only focus on 

beyond budgeting methods (see table 6) such as rolling forecasts, relative targets 
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and dynamic resource allocation. They are, as discussed in chapter 5.1.4, outsiders 

and can only see what these typical beyond budgeting organizations do, but are 

unable to understand/see the thinking or the reasons why they do it and thus 

rarely adapt the beyond budgeting methodology or philosophy. This indicates that 

senior leaders in most organizations have not adapted their thinking to the 

beyond budgeting philosophy and thus their management models will not change 

either. I argue that they are stuck in single-loop learning (see chapter 2.2.1) and 

will continue to do the “wrong things righter” instead of adapting double-loop 

learning and acting on the management system when addressing management 

challenges. 

This is what the Vanguard method, Lean, Agile and Teal organizations all 

have in common with beyond budgeting (see chapter 2.2). If senior leaders do not 

adapt the philosophy, or in other words change their thinking, these 

implementations will most likely fail. 

Lean is probably the best-known management concept I researched in this 

thesis and it has been widely adopted and is well supported by an industry of Lean 

consultants. But in most cases, organizations are interested in the Lean methods 

and not necessarily the Lean thinking or management system (Bowen & Spear, 

1999). The Lean methods are easy to sell and relatively easy to implement. But, as 

mentioned in chapter 2.2.2, if the right thinking is not supporting these 

implementations, the full benefits will not materialize. The same applies to beyond 

budgeting methods. 

The research results indicate two critical factors for implementing beyond 

budgeting:  

- Leaders that realize that the problems they are trying to solve are 

symptoms of a bigger problem, and 

- Senior leaders taking active roles in implementations 

The first critical factor is the first step in a beyond budgeting 

implementation. Leaders realize that the problems they see in managing their 

organizations are merely symptoms of a bigger problem. This is when they stop 

using only single-loop learning and start using double-loop learning (see chapter 

2.2.1). This is in my mind absolutely the most critical part in starting a beyond 

budgeting implementation because if leaders do not recognize this, the 
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implementation will only focus on the beyond budgeting methods and 

consequently not deliver the desired results. This conclusion aligns with the 

problems similar concepts have in chapter 2.2. 

The second factor, senior leaders taking active roles in implementations, is 

critical for two reasons. The first one is that many senior leaders have usually not 

developed the mindset required for beyond budgeting implementations at the 

start of a beyond budgeting implementation as discussed in chapter 5.1.4. Their 

participation in the implementation is thus an important factor for their personal 

development so they can deepen their own maturity level in thinking (as 

mentioned in chapter 4.1.6) and subsequently align the management model and 

supporting methods to that thinking. The second reason is that senior leaders are 

the only ones that have the authority to change an organization´s management 

system, and as mentioned in chapter 2.2.4 the management system can not 

develop beyond the senior leadership´s own personal development. 

On a final note, I am not proposing that all the other factors discussed in 

this thesis are not important, such as expected benefits, order of implementation 

efforts, change management models, culture, IT systems and incentive systems. 

They will most likely impact each beyond budgeting implementation effort in 

different ways but the two before mentioned factors are the most critical ones. 

6 Conclusion 
The purpose of this thesis was to find critical factors in implementing the beyond 

budgeting management model. To serve this purpose I had two research 

questions: 

1. What are the characteristics of a fully implemented beyond budgeting 

management model? 

2. What are the most critical factors for a successful beyond budgeting 

implementation? 

Before I answer the first question, I must conclude on my findings about 

what beyond budgeting is. My findings indicate that beyond budgeting is more 

than a management model. It is a concept consisting of three main components: 

the beyond budgeting philosophy, the beyond budgeting methodology, and 

beyond budgeting methods.  
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The characteristics of a fully implemented beyond budgeting model is an 

organization that is on a journey towards a certain way of thinking (the beyond 

budgeting philosophy) and has coherence between that thinking (the beyond 

budgeting methodology) and it´s management processes (the beyond budgeting 

methods). 

My conclusion for the second question is that there are only two critical 

factors for successful beyond budgeting implementations: 

- Leaders that realize that the problems they are trying to solve are 

symptoms of a bigger problem, and 

- Senior leaders taking active roles in implementations 

7 Further research 
As mentioned before, I had initially intended to verify the findings from the 

interviews with a qualitative research, but this was not an option for me. That 

could be done by investigating the group of successful implementation cases in 

chapter 4.1.4, look for critical factors for implementation and compare to the 

conclusion in this thesis. 

It would be interesting to investigate if one of the main elements of the 

beyond budgeting philosophy, decentralization, is critical for the model´s success 

or not. It is clearly part of the philosophy but there are notably some debates 

around this topic and it would be interesting to study this topic further. 
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8 Appendices 
8.1 Appendix A: Overview of interviews 

Date Name Title Location Duration 

(min.) 
March 7th Anders 

Olesen 

Director, Beyond 

Budgeting Institute 

Phone 70 

March 12th Dag Larsson CEO of Ekan, 

Consultancy 

Stockholm 50 

March 13th Dr. Steve 

Morlidge 

Thinker, speaker, 

writer 

Stockholm 50 

March 20th John Seddon Thinker, speaker, 

writer, author of the 

Vanguard Method 

Phone 60 

March 30th Steve Player Author, speaker, 

Director of BBRT 

North America, 

founder of Live 

Future Ready 

Phone 60 

August 20th Dr. Franz 

Röösli 

Head of Centre for 

Enterprise 

Development, 

University of Applied 

Science, Zurich 

Part A by 

Phone,  

Part B by  

e-mail 

 

70 

August 22nd Bjarte 

Bogsnes 

Chairman, Beyond 

Budgeting Institute, 

writer, speaker 

Phone 40 

August 29th Dr. Knut 

Fahlén 

Management 

consultant and writer 

Phone 120 

November 28th Steve Player See above Phone 240 
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8.2 Appendix B: Overview of responses from multiple choice statements 

   

Statement Response 
average

Result

3. Senior management´s ownership and participation are critical for
a successful BB implementation 2 2 1 2 2 1 2 2 1.75 Strongly agree

4. Senior management’s knowledge and understanding of how the
BB principles affect behavior in organizations is critical for a
successful BB implementation

2 2 2 -2 1 2 1 0 1.00 Agree

11. Moving from a fixed and individualistic reward system to a
relative and team-based reward system is a critical factor for a
successful BB implementation    

2 1 1 -2 1 2 1 1 0.88 Agree

2. Board of director´s approval is critical for a successful BB
implementation 2 2 0 2 1 -1 1 -1 0.75 Agree

10. Change management (e.g. creating sense of urgency and the
team and vision in addition to communicating the change, removing
obstacles, etc....) is a critical factor for a successful BB
implementation   

1 1 1 -2 2 2 -1 2 0.75 Agree

1. An adequate corporate culture is critical for a successful BB
implementation 0 2 1 -2 2 -1 1 0 0.38 Neutral

9. Adequate management control systems (e.g. IT systems that can
support fast and relative financial and/or operational data to support
decision making) are critical for a successful BB implementation  1 1 -1 -2 0 2 -1 2 0.25 Neutral

8. National cultures (e.g. individualism vs collectivism, power
distance, masculinity vs femininity, uncertainty avoidance, indulgence
vs restraint) are critical factors for a successful BB implementation 1 1 0 0 0 -1 1 -2 0.00 Neutral

12. The implementation order of the BB principles, that is starting
with the management processes first and then moving to the
leadership principles is a critical factor for a successful BB
implementation    

-1 1 1 -2 2 -2 0 0 -0.13 Neutral

6. Ownership structure (e.g. Sole trader, limited company,
partnership, state owned...) is a critical factor for a successful BB
implementation

-1 -2 1 -2 2 -1 -1 -1 -0.63 Disagree

7. Organization´s purpose (e.g. for-profit vs not-for-profit) is a critical
factor for a successful BB implementation -1 -2 -1 -2 -1 -1 -1 -2 -1.38 Disagree

5. Organization type (e.g. Services, manufacturing or retail) is a
critical factor for a successful BB implementation -1 -2 -1 -2 -2 -2 -1 -2 -1.63 Strongly dissagree

Responses
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