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Abstract  
Many critics have been questioning the use of Fixed Budgets in modern corporations. It has 

been said to be too time-consuming, too hierarchical, quickly becoming obsolete and that it 

harms information flows. Furthermore, the budget has been criticized for being demotivating 

and has also been called “An unnecessary evil”. However, recent studies done in Sweden 

have indicated that companies are not abandoning the Fixed Budget but are finding ways to 

supplement it with other Management Control Tools.  

 

There has been an overwhelming amount of criticism towards budgeting over the last 

decades. However, there seems to be a contradiction between the amount of criticism and 

the effect thereof. The recent studies done were made on public companies in Sweden, 

therefore it is interesting to measure the use and perception of Fixed Budgets in private 

companies instead.  

 

Since the purpose of this study is to measure the use and perception of Fixed Budgets, it 

makes sense to conduct a quantitative web based survey that is directed primarily to the CFO 

of the company. The population consist of private companies with a turnover of at least 1 

billion SEK.  

 

The results of this study clearly show that the use of budgets is high even in privately owned 

companies. It also shows the most common practice is to supplement the Fixed Budget with 

other Management Control Tools, e.g. Revised Budget and KPI’s. This study also conclude 

that the budget is value creating to private companies in Sweden. Moreover, the overall 

perception of budgets, and the implementation of it, is positive.  
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1. Introduction  

1.1 Background 

“Budgeting is not merely control: it is not merely forecasting: it is an exact rigorous analysis of the past, the 

probable and desired future experience with a view to substituting considered intentions for opportunism in 

management’.” 

-  International Conference on Budgetary Control, Geneva, Switzerland, 1930 (Lindvall, 

2001). 

Budgeting has been around for a long time, it started out as an aid for governments to plan 

the public expenditure. However, it was not until after World War II that budgeting was 

implemented by large private companies in an attempt to help further plan the financials of 

the company. For smaller firms, the implementation of budgets occurred even later 

(Bergstrand, 2009). Also, in the first decades of the 20th century, a new management view, 

Scientific Management, was developed by Frederick Taylor who was a management pioneer. 

His theories were founded upon the doctrine of “command and control” and his theories 

held accounting as “the language of business” (Lindvall, 2001).  

 

Groot and Selto (2013) refers to a budget as a quantitative expression of scheduled monetary 

inflows and outflows caused by planned business activities which are both short term and 

long term organizational objectives. Budgeting is a part of the processes which are used in 

management control to lead the organization towards its goals (Ax, Johansson, & Kullvén, 

2009). Due to this, most people within the organization are acquainted with the budget and 

used to working with it (De Waal, Hermkens-Janssen, & van de Ven, 2011).  For many 

organizations, the budget promotes control and coordination (De Waal et al., 2011) as well 

as linking objectives to resources (Shim, Siegel, & Shim, 2011). In a study made in 2014 in 

Sweden, it was found that the use of Fixed Budgets in publicly traded companies was 81 per 

cent which supports the fact that it is well used and incorporated in modern businesses. 

Furthermore, the results show that Swedish companies are supplementing their budgets with 

other Management Control Tools (Johansson, 2014). 

 

Despite the wide use of budgeting, alongside the incorporation of it, came significant critique 

against it. One of the budget’s first major adversary was Dr. Jan Wallander, a banker who 
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was hired by Handelsbanken to improve their business. One of the first things he did when 

he started as CEO at Handelsbanken, was to remove budgets completely. Instead he 

implemented forecasts and other Management Control Tools (Lindvall, 2001). One problem 

when reasoning about budgets is that it should be a product of rational analysing and 

planning. However, since budgets are made by humans and humans are not bound by 

rationality, but are constantly conflicted with self-interest and emotions, it will impact the 

outcome of the budget (Wallander, 1994).  

 

Another key critic, Johnson & Kaplan (1987), argued that the best accounting management 

practices were found in the railroad industry in the mid-19th-century. The railroad industry 

developed new techniques for managing and controlling their finances. They also created 

advanced systems to keep track of their internal operations and performances. However, 

according to Johnson & Kaplan (1987), todays’ management accounting practices leads the 

managerial focus in the wrong direction.  Today’s systems do not fully supply the 

management with adequate measures of technological progress, products and the 

competitive environment. The globalization, and the increased competition due to this, 

together with the accelerated development of production and processes, increases the 

demand for an enhanced accounting system. This to supply precise information to facilitate 

and maintain an effective cost control (Johnson & Kaplan, 1987).  

 

A third key critic and founding fathers of the Beyond Budgeting approach, Jeremy Hope and 

Robin Fraser (2003) argued for, just as Jan Wallander (1994), a complete disbandment of the 

budget. Both claimed that the stern use of budgeting will lead to disempowering of the 

frontline, a reduction in information sharing and an impaired response time to new 

developments on the market (Hope & Fraser, 2003b). Furthermore, Hope & Fraser (2003a) 

indicated that an increasing number of big corporations were attracted by the Beyond 

Budgeting ideas of budget disbandment at this time.  

 

Besides Hope & Fraser, Johnson & Kaplan, and Jan Wallander there has been many more 

critics against budgeting. Bergstrand (2009) argues that the budgeting process on one hand 

can fulfil a purpose when it comes to organizing the company’s expenditures and inflow of 

money. On the other hand, it is too time consuming and the resources used to acquire it will 

not exceed the benefits from it. Moreover, Groot & Selto (2013) held that the 



 

 3 

decentralization of corporations does not longer fit with the atmosphere around the budget, 

which is hierarchical and might lead to a sub-optimal information flow climate. 

 

In recent years, critique towards budgeting has been a growing topic of debates. However, 

this does not seem to correlate with the actual use of budgets in corporations. In fact, in a 

study by Libby & Lindsay’s (2010) their findings indicated that budgeting maintains an 

important role in controlling the company. Furthermore, their study proved that companies 

tries to tweak and improve the budgeting process, rather than abandoning it completely. 

Sponem & Lambert (2016) supports their findings and further moves away from the Beyond 

Budgeting approach of disbanding the budgeting altogether. Instead, Sponem & Lambert 

(2016) holds participation and involvement as key success factors in the budgeting process.  

 

Have corporations had a change of heart regarding budgets or has its critics misjudged the 

influence and usefulness budgeting has in modern businesses? Or might it be, as Libby & 

Lindsay (2010) argued, that it is not the underpinning basis of budgeting that is flawed, but 

only the execution of it.  

 

1.2 Problem Statement 

The business climate of today is open and leads to increased competition through increased 

comparability between companies across borders, which also leads to a push in development 

and learning. The corporate climate has changed and the increased importance of the 

knowledge economy have affected companies and their control systems (Lindvall, 2001). 

And there is an ongoing debate with academics and practitioners’ in how budgets work in 

practice (Rausch & Wall, 2015). Lindvall (2001) further argued that even if techniques are 

rapidly changing, mind-sets take time.  

There is probably no other management control doctrine that has been scrutinized as much 

as budgeting has. Budgeting has been said taking too much time for the management to 

conduct (Groot & Selto, 2013) and that those constructing it is not adequately informed 

(Shim, Siegel, & Shim, 2011) or will make decisions on unsupported assumptions (Hansen, 

Otley, & Van der Stede, 2003). Moreover, budgeting is at its basis hierarchical which could 

harm information flows (Groot & Selto, 2013; Lindvall, 2001) and often subject to 

communication defects between management and operating personnel (Shim, et al, 2011).  
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The business environment requires innovation and there is a pressure for performance on 

modern businesses (Hope & Fraser, 2003a) and some critics hold that budgeting might have 

negative motivational effects (Lindvall, 2001). Jan Wallander states that “A budget will thus 

either prove roughly right, and then it will be trite, or it will be disastrously wrong, in which 

it will be dangerous. My conclusion is thus: Scrap it!” (Wallander, 1999, p.411) 

 

Over the past 20 years, three independent studies have been made on public companies in 

Sweden of their use of budgets. These studies show that there has been a slight decline in 

the proportion that uses Fixed Budgets (Stolt, 2003; Johansson 2014). However, at the same 

time there has been a decline in the proportion of those who consider abolishing the Fixed 

Budget. So, despite that less companies have been using the Fixed Budget, the desire to 

abandon budgeting has also decreased (Johansson, 2014). The fact that more than 80 % of 

publicly traded companies still use the Fixed Budget should indicate that it is not, as Jan 

Wallander puts it, “An unnecessary evil” (Wallander, 1994).  

 

There has been an overwhelming amount of criticism towards budgeting over the last 

decades, Kaplan & Norton, Jan Wallander and Hope & Fraser are some of its more famous 

adversaries. However, there seems to be a contradiction between the amount of criticism 

against budgets and the actual effect thereof. Libby & Lindsay (2010) argued that it is not the 

budget at hand that is flawed but rather the organizations’ implementation of it. Sponem & 

Lambert (2016) concurred with this idea and at the same time doubted the opinions of Hope 

& Fraser (2003a) who argues for budget disbandment. Considering this, an interesting notion 

arises, could it be that the practice of budgeting is regaining its position as a control system 

in companies?  

 

Recent studies have been made on Swedish public companies on the use of budgets but there 

is a lack of studies on the use of budgets in private companies (Stolt, 2003; Johansson, 2014). 

Is there a difference in the use of the budget between public and private companies? 

Moreover, do private companies supplement budgets with other control systems? And what 

is privately owned companies’ perception of the budget? 
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1.3 Research Questions 

First Question: How are Swedish private companies using the budget and is there a 

difference compared to public companies? 

 

Second Question: How do Swedish private companies perceive the budget?  

1.4 Purpose 

The purpose of this study is to measure the use of the budget in Swedish private corporations 

with a turnover of at least one (1) billion SEK and to understand the top management teams’, 

primarily the CFO’s, perception of budgets. This study also takes an interest in differences 

of the perception and the use of the budget between private and publicly owned companies 

in Sweden.   

1.5 Delimitations  

This study focus on private companies in Sweden with a turnover over one billion SEK with 

Swedish management. Furthermore, this study excludes state owned and municipal 

companies.  

1.6 Central Concepts 

Fixed Budgets  

The budget is a financial expression for a company’s monetary inflows and outflows for a 

future period. The Fixed Budget is a static version that is not meant to change during the set 

period.  

 

Management Control Tools. 

Management Control Tools are the generic term for a variety of instruments that aids 

companies to implement and achieve their strategic goals. Popular Management Control 

Tools are Balanced Scorecards, Key Performance Indicators and Activity Based Budgeting.  

 

Beyond Budgeting 

The idea of Beyond Budgeting stems from the perceived growing interest in abandoning the 

Fixed Budget in favour for other Management Control Tools. Beyond Budgeting per se does 

not offer a specific strategy or execution plan to how a company should leave the budget, it 

is merely the idea that companies should leave the budget.   
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2. Frame of Reference  

2.1 Management Control 

Ax et.al (2011) states that all companies should plan their business. It is crucial to have a plan 

for what the organization is going to do in the future, both short-term and long-term. By 

using a plan, it becomes possible to recruit the right staff, purchasing the right amount of 

supplies and investing in the appropriate machinery. Lindvall (2001) argues that the purpose 

of management control is to, with financial information, achieve a desired behaviour among 

the organization’s members. Otley (1994) and Greve (2011) states that the budget has had a 

key role in most organization’s management control systems. The strategic planning and 

overall strategy is usually done by top-management and this covers all levels of the company 

and should have a long-term objective (Greve, 2011). 

 

Budgeting is part of the management control in companies and is one of the processes used 

to steer the business towards the previously set goals (Ax et al., 2009). Businesses work with 

different kinds of goals, which can be both financial and non-financial. Financial goals could 

be to reach a certain result, a certain profitability, or a specific cash-flow. Non-financial goals 

could be customer satisfaction, environmental sustainability and satisfied employees. 

Management control traditionally has a financial focus and this is usually considered as the 

most important focus for companies. However, recently there has been a development 

towards increased significance for non-financial goals. The budget should be conducted in a 

manner that it helps members of the organization to achieve the overall strategic objectives. 

Hence, management control refers to the unification of the business units and for employees 

in the company to strive towards the common goal of the company (Ax et al., 2009).  

 

The budget plays a key role in the managements’ control of the employee’s behaviour. The 

managements’ task is to empower their employees, i.e. enhance their ability to make better 

decisions for the company, and this can be accomplished with Management Control Tools. 

Hence, these are used for directing rather than controlling the business, and budgeting is an 

integral part of this. There are three blocks of control systems; formal, organizational, and 

less formal. Formal system consists of rather strict and often financial measures. 

Organizational systems can be regarded as the general structures within the company, often 
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non-financial. Less formal systems consider soft values in their measures, and these have 

gained importance during the last decade (Ax et al., 2009).  

 

2.2 Budgeting 

2.2.1 The Fixed Budget 

The most common use of a budget in Sweden is the Fixed Budget (Johansson, 2014). The 

budgeting process is usually completed once per year, either in the first or last quarter. 

However, it is not uncommon that the Fixed Budget supplemented with forecasts at a regular 

interval, most likely quarterly. Even though the forecasts are added it is the budget that 

remains the most reliable planning tool. These forecasts will normally not replace the Fixed 

Budget and the forecasts can be used to make sure the organization is keeping up with the 

market. The deviation between budget and outcome is still what is being judged when it 

comes to the managers’ performance (Bergstrand, 2009). 
 

2.2.2 History of the Budget 

The budget represents the way money is managed and planned for future use (Ax et al., 

2009). De Waal et al. (2011, p.318) defines it as: “… a financial reflection of the organization’s 

annual operating plan, which in turn is a translation of the long-term strategic objectives into 

short term actions.” Greve (2011) states that a budget focuses on the future, appoints 

responsibility, should be expressed in monetary terms, and concerns a limited timeframe.  

 

During the 19th-century in England the word represented the leather briefcase in which the 

finance minister kept the accounts for next year that were to be presented for the parliament 

(Ax et al., 2009). Budgeting was first implemented by the governments to help them monitor 

and keep track of their expenditure and this is still a common use of budgets (Bergstrand, 

2009). Throughout the 1950’s and 1960’s it became more common for Swedish companies 

to use a budget to plan their businesses and it was not unusual for the budget to be tied to 

the company’s strategic plan. The budget had a long-term layout and its overhead goals were 

used as guidelines for the company. Since it was used to connect objectives to long-term 

strategy, the budget became an important tool to reach these goals (Greve, 2011). 
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After the oil crisis in the 1970’s it appeared that these fixed plans had problems foreseeing 

breaks in the trend. One solution was to decentralize the decision-making process to the 

lower level managers. The budget developed into an overhead tool for top management to 

control and evaluate the lower level managers. Financial goals for the organization were 

stated in the budget and with help from the accounting department, deviations from the 

budget could be found and traced (Greve, 2011).  

2.2.3 Purpose of the Budget 

There are many different purposes of the budget and these vary amongst its user since all 

businesses are different (Ax et al., 2009). Budgets enables companies to create product 

cost calculations (Lindvall, 2001), incentivize employees to perform better (Bergstrand, 

2009), and assist the organizations’ members to follow the long-term objectives of the 

company (Ax et al., 2009). A budget can also plan a company’s expenditure and inflow of 

money and is a tool for allocating resources. It can be used to find deviations in the actual 

outcome compared to the planned budget and helps identifying responsible managers when 

an error has occurred (Bergstrand, 2009). A budget allows the management to maintain 

control over the employees, since the management can monitor the employees’ performance. 

The budget can be an effective tool for motivation if the goal is tight, yet attainable (Shim et 

al., 2011), or clear and well-specified (Rausch & Wall, 2015). Shim et al (2011) argues that 

goals need to be realistic and managers should set them with a probability of 80-90 per cent 

of achieving them. Moreover, by following a budget the employees are given a self-evaluation 

tool, allowing them to visualize current progress and performance. By using a budget the 

management will notice problems that the lower level employees face within the 

organization, thus promoting labour relations.  

2.3 Criticism to the Budget 

2.3.1 General Issues with the Budget 

There is probably no other management control doctrine that has been scrutinized with the 

intensity that budgeting has. Jan Wallander (1994) stated that in the best-case scenario, the 

budget is only a waste of resources and in worst case it could be directly dangerous to a 

company. However, the Fixed Budget still exists in large scale across Swedish corporations 

(Johansson, 2014). Swedish corporations list prognosis, control, planning commitment, 

motivation and communication as to why they incorporate budgets in their organizations 
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(Lindvall, 2001). To reach the budget’s full potential, it should be integrated, systematic, clear 

and comprehensive (Shim et al., 2011). However, it seems that the issues with budgets extend 

to all levels of. Criticism towards budget are often split into two parts, the development 

process of it and the use of a budget as ground for decision making it (Wallander, 1994).  

2.3.2 Problems with the Budgeting Process 

Much of the criticism with the development of budgets stems from the information that goes 

in to the budgeting process. Information from prognoses and forecast are often heavily 

flawed according to Wallander (1994). Furthermore, Groot & Selto (2013) argues that 

planning is often done on outdated information. The implications of decisions made on 

imprecise information metrics could impair the overall outcome. 

 

Budgeting can be viewed as a performance contract between the management and the lower 

level staff (De Waal, 2011). This implies that it is imperative that the budgeting process 

should be influenced by, and communicated to, those affected by it. However, this does not 

seem to be the case (Shim et al., 2011). The process of developing the budget is argued to be 

too time-consuming for the management (Hope & Fraser, 2003a) (Groot & Selto, 2013). 

However, it is also argued that there is a lack of information going in to the budgeting process 

itself (Shim et al., 2011). Hence, it seems the costs of the process exceeds its benefits.  

  

Another problem that arises with the flow of information is that budgets is merely a product 

of rational analysis and planning. However, the budget is made by humans and humans are 

not bound by the laws of rationality but are constantly conflicted with self-interest and 

emotions. When the creators of a product that is utterly rational, is misguided by pride, 

vanity, power ambition, prejudice and other irrational influences (Wallander, 1994), the result 

will be filled with subjectivism (Shim et al. 2011). Moreover, since managers will be held 

accountable for their actions, they make decisions in favour of their own departments and 

divisions, thus missing out on the bigger picture (Lindvall, 2001).  

2.3.3 Problems with using Budgets as Decision Support 

When the budget is completed and ready to be implemented it can quickly become obsolete 

due to the fast-moving business environment. The budget cannot take into consideration the 

full complexity of the market's ever changing nature and will therefore be hard to use (De 

Waal et al., 2011). Budgets have also been said to lack ability to signal changes in the business 
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environment (Ekholm & Wallin, 2000). Another issue with the final product is the language 

used. Budgets are presented in strictly financial terms which leaves out the complexity of a 

corporation (Groot & Selto, 2013). There are more critics who argue that the financial 

metrics has lost its relevance. For example, Fraser and Johnson (1987) stated that ROI which 

original function was to coordinate complex activities inside corporations, is now a key 

success factor for many.  Hope and Fraser (2003a) argues that the drivers of shareholder 

value are now intellectual capital such as brands, customer loyalty and retaining seasoned 

management teams. Unfortunately, the traditional Fixed Budget and its language does not 

take customer service nor the full complexity of an organization into account (Shim et al., 

2011) (Groot & Selto, 2013). Chong & Law (2016) found that incentive programs based on 

a budget had no direct impact on subordinates job performance but instead the subordinates’ 

performance might increase because of trust in the organization.   

 

Regarding the internal implementation of the Fixed Budget, Hope and Fraser (2003a) stated 

that the command and control management doctrine and its hierarchical nature is being 

replaced with newer management doctrines which have a harder time coping with the 

traditional budgets. Hope and Fraser (2003a) also argued that in today’s competitive 

environment the budget is obsolete and that it does not supply the management with 

adequate information. Although, it has been argued that managers do not need accurate 

information to perform their duties but rather follow a predetermined course of action to be 

satisfactory (Mezias & Starbuck, 2003). 

 

The budgets help creates goals and cost caps which leads to a performance drive. This part 

of the budget may reward managers that set lower targets to be able to reach them more 

easily. The repercussions from this may be that the managers set even lower standards in the 

future, impacting the overall outcome for the company. It can also punish those who set 

challenging goals and fail to reach them. It can also create appropriation behaviour that 

incentivizes managers to spend money that has not yet been spent, to lead top management 

to believe that a certain sum of money is needed for next year’s budget (Shim et al., 2011).  

Rausch & Wall (2015) suggests that companies implement a “carry-over” structure of the 

budget which liberates subordinates from the restraints that stems from being threatened of 

losing unspent funding.  
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Another problem with fixed goals and cost caps is when exceeding them, it will lead to higher 

goals for the next year, which might be difficult to reach. Through the same logic, this could 

mean that cost reductions might get repressed. In a worst-case scenario, this does not 

incentivize a company’s employees to outperform their target objective. Hence, creating an 

environment whereas the company will not reach its full potential. De Waal et al., (2011, 

p.318) argued that this would lead to promoting a “middle of the road”-approach.  

 

2.4 Management Control Supplements  

Previous studies have indicated that the Fixed Budget is frequently used as a management 

control tool in Swedish corporations. However, the most common approach is to 

supplement the Fixed Budget with different Management Control Tools (Hines, 1988; 

(Johansson, 2014). Examples of these are Key Performance Indicators, Activity Based 

Budgeting, Benchmarking, Balanced scorecards and the Beyond Budgeting approach.  

2.4.1 Activity Based Budgeting (ABB) 

ABB focuses on overhead activities and the costs linked to those (Chartered Global 

Management Accountant, 2013). The ABB approach focuses on creating a budget based on 

the major activities instead of the typical focus on departments and product lines (Groot & 

Selto, 2013). By connecting the overhead costs to certain activities, it creates a more correct 

view of the company and in that sense, enhances the traditional budget (Groot & Selto, 

2013). Instead of starting with the financial aspects of the budget, ABB starts with an 

investigation of what is operationally viable for the company (Hansen, 2003). The process of 

connecting costs to activities has many similarites to ABC (Activity Based Costing). 

Consequently, the complexity of ABC passes on with it.  

2.4.2 Benchmarking 

Hansen et al., (2003, p.101) describes Benchmarking as “performance evaluations based on 

relative performance contracts with hindsight.” 

 

This approach focuses on evaluating performance through the use of benchmarks. These 

can be measured internally by comparing one department to another. It can also be done 

externally by comparing the company with competitors to see the company’s performance. 

These benchmarks will be hard to dispute because it leads to the question: if they can achieve 
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these targets, why should not we be able to? In the process of comparing a result to a 

benchmark, there should be a focus on group performance rather than individual 

performance, especially for the reward system. The goal of this is to emphasize a focus on 

the company’s performance and create a feeling of belonging within the company. Besides 

using strictly financial measurements there should be measurements of non-financial targets 

that are connected to the overall strategy of the company. The purpose of this is to, by the 

use these non-financial measurements, achieve positive financial results (Hansen et al., 2003). 
 

2.4.3 The Balanced Scorecard (BSC) 

Kaplan & Norton initially introduced this model in the early 90’s. Greve (2011) states that 

BSC aims to show the necessity of finding a balance between the traditional financial 

perspective and three non-financial perspectives; customers, internal business process and 

education. The customer perspective concerns the importance of putting the customer in 

focus, as unhappy customers can be a threat to companies’ existence. The internal business 

processes perspective emphasizes the need for effective processes within the organization, 

such as low cost per units or rational production methods. Education is needed as the 

business environment is constantly developing and to keep up with the organization’s 

competitors it is crucial that the staff is well educated and trained within their respective area 

(Greve, 2011).  

 

The purpose of using BSC is to figure out which factors that leads the organization to 

success, and how they are integrated. Close to 60 per cent of the largest American companies 

are using some sort of scorecard related model to operate their management control 

(Johansson & Skoog, 2001). In the original BSC model the system is a top-down method 

and the approach of developing the scorecard is strict and leaves little flexibility for taking 

different approaches into consideration. The initial use for BSC was to create financial goals, 

but over the years it has evolved and organizations are implementing CSR goals with it 

(Chiarini, 2015). 

2.4.4 Beyond Budgeting 

The Beyond Budgeting approach stems from the experiences of Dr. Jan Wallander had 

during his time at Svenska Handelsbanken in the 1970's (Groot & Selto, 2013). In practice, 

Beyond Budgeting is essentially abandoning traditional budget in favour of a highly 
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decentralised management model. The Beyond Budgeting approach uses Benchmarking to 

measure relative performance which increases its relevance (Groot & Selto, 2013). Groot 

and Selto (2013) argues that the four most important principles of Beyond Budgeting are: 

Firstly, decentralisation of decision making to lower level management and to teams who are 

empowered. Secondly, the corporate management is guided and based on the principles of 

business and taking consensus driven decisions. Thirdly, having hindsight and relative 

performance measures. For example, this could mean having benchmarked targets which 

implies that it is attainable. This also means adjusting for external, uncontrollable factors that 

every benchmarked unit suffers from. The hindsight part is basically factoring in all aspects 

of the measures. Lastly, the organization is highly driven by financial and non-financial 

incentive programs. The outcome of the performance measures is displayed openly for all 

units to see. Furthermore, the high performing units are invited to exchange information to 

the lower performers to increase the overall performance of the group. 

 

The Beyond Budgeting community holds that to reap the full set of benefits of the 

management model, full implementation is required. However, critics question the 

compatibility of the Beyond Budgeting model into all organizations (Groot & Selto, 2013). 

2.4.5 Key Performance Indicators (KPI)  

Parmenter (2007) defines Key Performance Indicators (KPI) as a frequently used non-

financial measure that has a clear responsibility chain and is impacting the whole company 

in a positive way. In essence, Parmenter (2007) holds that KPI’s can be explained as the 

measures that are most important to a company’s’ success. Marr (2014) stress the importance 

of linking the KPI’s to the organizations strategy to be successful. To connect the KPIs to 

the strategy it is essential that they are relevant to the business and customized to the 

company’s specific needs. Naturally, different companies will need different measures. 

Furthermore, to get the full effect of KPI’s it is imperative that the measures are used to 

improve performance and that the employees understand and can impact the measurements 

(Marr 2014).  

2.4.6 Rolling and Revised Forecasts   

When conducting a Revised Budget it is changed on pre-set intervals, most commonly 

quarterly and the budget usually does not exceed the current calendar year. Due to this, what 

is left of the budget diminishes as the quarter gets closer to its end. Through revision of the 
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budget it is possible to add more precise and new information to help the organization adapt 

to on-going changes on the market. However, it does have the same problem as a Fixed 

Budget, since they both have a finite end and there is no budget for the up-coming future 

beyond the current budget. One advantage with Revised Budgets is that companies can get 

a more solid understanding of the current business surroundings and the market they are in. 

There are plenty of differences between the Fixed Budget and Rolling Forecasts. One rather 

significant deviation is that Rolling Forecasts does not use “finish lines” per se when 

comparing outcome to the budget. Hence, the Rolling Forecast does not draw a strict line at 

the end of the fiscal year to stop the comparisons. Unlike the budget, the Rolling Forecast 

tries to focus on less key variables, some examples are sales, costs and orders. This allows 

for the forecasts to be constructed rather simply. (Bergstrand, 2009)  

 

A Rolling Forecast have more precise information, specifically for two reasons. Firstly, it will 

be kept up to date from the latest news of economic development, demand for products 

from customers, and will be based on the latest emerging data available from the last quarter. 

Also, it has no set profit goals, which removes the need for managers to manipulate or alter 

the numbers in their advantage. Another advantage with not having set profit goals is that 

there are no repercussions from missing these. When implementing Rolling Forecasts, it is 

almost impossible for anyone to try to manipulate the numbers as the organization depends 

on full transparency and that everyone has the same access to all information. (Bergstrand, 

2009) 

 

 Another major difference with Rolling Forecasts is that the time-span will never change, it 

will always look at the same time-period into the future whilst the budget forecast period just 

gets closer as the end of the year is approaching. This permits the company using Rolling 

Forecasts to better see if they are on track to fulfilling the goals that are further away than a 

year. When managers get used to constructing and understand the forecasts, they can help 

the top-management to better foresee up-coming changes faster, thus allowing them to make 

the best decisions based on these changes (Trusky, 2014).  

2.4.7 Variable Budgets 

When conducting a Variable Budget, a connection between sales, resources and costs is 

distinguished. However, it should remain flexible to be able to substitute one of these main 

variables with a different one. This allows companies to realize that if they have reached their 
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peak in sales volume, they can attempt to alter their consumption of resources in order to 

achieve better results. The use of a Variable Budget in this situation would be that it clearly 

depicts where there are fixed costs and where costs of resources vary, hence where they can 

be adapted to fit to the desired sales volume (Bergstrand, 2009).  

 

If a company over the course of the year realizes that assumptions made for the budget 

changes, it is rather simple with the Variable Budget to revise things in order to get a better 

view of the sales situation. When implementing the new sales estimate, the budget will depict 

how much cost of resources that should be used. The management can then use these 

changes as guidelines throughout the year and at the end of the period they can be used to 

conduct a variance analysis (Bergstrand, 2009).  

 

According to Bergstrand (2009) it is obvious that with the constant changes in the markets, 

the disadvantages of Fixed Budgets are becoming more apparent. It would seem necessary 

to implement quarterly budget adjustments and this is the case in a growing number of firms. 

These quarterly budgets are not used to completely remove the Fixed Budget, but rather 

supplement it and help management take better decisions.  

 

2.5 Previous Studies 

Libby & Lindsay (2010) conducted a survey directed to managers of medium to large 

corporations in USA and Canada. The survey concerned different questions regarding 

budgeting and the effects thereof. One of their main findings was when they asked whether 

the organizations’ use of budgets was meant to be for control and performance evaluation 

purposes. 80 % of the Canadian companies examined stated that they exercised control over 

their company through their budgets, and 77 % of the US companies claimed this as well. 

Another interesting question asked was whether the companies were planning on 

abandoning budgets as a control tool, only 1 % stated “Yes”, 5 % “Possibly”, and the 

remaining 94 % said “No”. This concludes that companies, at least North-American ones, 

in fact still use budgets for control purposes and are not planning to abandon it in the near 

future. When asked if the managers were under the impression that “Budgets are 

indispensable; we could not manage without them” more than 50 % agreed or strongly 

agreed and only 15 % disagreed with this. This implies that the most of the examined 

companies found the budget valuable to them. In their study, they asked how much time the 
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managers are spending on the development of budgets. The result was considerably less than 

the 30 % stated in a previous study made by Hope & Fraser (2003a). The implications of this 

study show that the budget as a product is not flawed, but rather the implementation and 

use of it. Sponem & Lambert (2016) concurred with this notion and further doubted the 

disbandment of budgets that many of its adversaries previously had suggested, (Wallander, 

1994; Hope & Fraser 2003a).  

In a study done on manufacturing companies in Taiwan by Kung & Huang (2013), it was 

found that it is imperative to have cross-departmental communication in a participative 

budgeting process. Furthermore, they also found that companies should have a transparent, 

flexible and supportive work environment for the budget to be successful.  The relationship 

between participation and performance was reiterated and supported by Baerdemaeker & 

Bruggeman (2015) and Sponem & Lambert (2016) whose studies showed that participation 

reduced budgetary slack and increased satisfaction, respectively. Baerdemaeker & 

Bruggeman’s (2015) article showed that when managers participate in the strategic planning 

and the assembly of budgets it will indirectly reduce the budgetary slack as participation 

creates a feeling of organizational commitment.  Kramer & Hartmann (2014) further argued 

that high participative inclusiveness in the development process of budget increases the 

perception of a social relationship with the firm and by that resulting in higher performance. 

Through participative strategic planning, the decision and behaviour of managers become 

aligned with the organizations’, thus increases the commitment of the managers. Macinati & 

Rizzo (2014) found that participative managers’ actually used the budget more after having 

contributed in the contruction of the budget. Leach-Lopez, Stammerjohan, Lee, & 

Stammerjohan (2015) held that an encouraging atmosphere is required to balance the desired 

and actual participation in the budget process and that this balance would increase efficiency 

of employees. Sponem & Lambert (2016) stress the importance of managers’ involvement 

in discussing significant matters during budget negotiations. By discussing budgets on strictly 

financial terms people will find it less interesting and it is instead important to involve action 

plans and to link the budget to strategic objectives of the organization. Another finding from 

their study was that budgets should not be used solely as a control tool, that is, it should not 

strictly assign responsibility or be used as an incentivizing tool. Rausch & Wall (2015) study 

regarding budgetary gaming found that the budget should not be abandoned, but instead 

maintain budgets in a modified way.  
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Despite the amount of criticism towards budgeting, the implications of these studies show 

that, properly used, the budget is still an efficient management control system. Moreover, 

the studies suggest that companies do not plan to abandon budget in the nearest future. This 

could be understood as an implication of that current practitioners’ opinions of budgeting 

are not aligned with the views of its adversaries.   
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3. Method 

3.1 Choice of Method 

3.1.1 Quantitative or Qualitative  

The purpose of this study is to measure the use of the budget in private corporations and to 

understand the top management teams’, primarily the CFO’s, perception of budgets. The 

objective of this study is to generalize the results found to the whole population, and to 

suggest possible reasons for relationships between variables in the data collected.  

 

The acquisition of empirical data is collected through either a quantitative or qualitative 

method. Bryman & Bell (2013) suggests the main foci for researchers using quantitative 

method is to provide precise measures, suggest causal relationships between variables in an 

analysis and to be able to generalize the results to the whole population. Quantitative research 

is often connected to a deductive approach towards the relationship between theory and 

practice. In the deductive approach, theory is developed and tested through conducting data 

collection (Bryman & Bell, 2013). This study conducts data collection with a fixed set of 

questions and the theory is tested on the sample. Hence, the quantitative method is regarded 

the better fit for this study.  

 

The alternative to quantitative research, qualitative research or a combination of both was 

evaluated as well. Bryman & Bell (2013) argues that usage of qualitative research is more 

suited for flexible research that uses an inductive approach, meaning that the theory is being 

developed upon the data collected. This can cause subjectivity and problems with both 

replicating and generalizing the results of the study (Bryman & Bell, 2013). Due to this, this 

study use a quantitative research method.  

 

Bryman & Bell (2013) argues that using surveys when conducting a quantitative research has 

several benefits. Mainly, compared to other options, surveys are cheaper and more time-

efficient. However, there are limitations to the use of surveys as well, most of them regards 

the reliability and validity of the study which are reviewed more extensively later in this 

chapter. Although, a couple of notions should be added about its limitations. Firstly, 

compared to interviews, less questions can be asked in a survey. Secondly, it is hard to gather 

information post-mortem and thirdly, there is a risk of having low response rate (Bryman & 
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Bell, 2013). However, the limitations of surveys need to be put into contrast with the options 

to it. And for this study, to be able to measure the use of budgets and to generalize the results 

of the study, the survey still was the most viable option, both in terms of receiving reliable 

results and lowering the costs of the study.  

3.1.2 Data Collection  

The collection of data is divided into primary data collection and secondary data collection. 

Secondary data is data that has already been published and collected by others for a different 

purpose.  One of the advantages with secondary data is that it is cheaper and less time-

consuming to acquire (Saunders et al., 2009). Primary data is data collected by the researchers 

for a specific purpose and is commonly conducted through a survey, observation or 

experiment (Saunders et al., 2009).  In this study both primary and secondary data is used 

and the primary data was acquired through a self-administrative web-survey. The secondary 

data consists of mostly surveys regarding budgets and the use of budgets. This data was 

acquired through an extensive literature review which was obtained through Jönköping 

University library, primarily via the Management Accounting Research Journal, which has 

numerous articles on budgeting. These articles, along with the previous studies, helped lay a 

foundation for both a better understanding of the subject but also for the construction of 

the survey.  

3.1.3 Acquiring the Empirical Findings 

According to Saunders et al. (2009) questionnaires are a more commonly used tool for 

collecting information when conducting a survey. Since everyone participating in the survey 

will be answering the same questions, it allows for an effective collection of responses from 

a sizable sample.  
 

In accordance with Smyth, Christian, & Dillman, (2009) a cover letter was constructed for 

the survey, in which the purpose of the study was explained, expecting that it could positively 

impact the response rate. Saunders et al. (2009) states that some respondents base their 

decision whether they will complete the survey on this cover letter, however it does happen 

that people disregard this section. Due to this, in the cover letter used, there was a brief 

description of the purpose, who the authors are, and what the survey would be used for. 

Another method to increase the response rate is to send a letter or e-mail to the respondents 

prior to sending out the survey (Saunders et al., 2009). However, after consulting with faculty 
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members at Jönköping International Business School (JIBS), the idea of contacting the 

companies via telephone calls emerged. This was considered an improved method to increase 

participation of the respondents compared to letters or e-mails.  

 

The design of the main set of questions in this survey were replicated from previous studies 

found in the secondary data collection and improved through consultations with faculty 

members at JIBS. The foremost used studies were Libby & Lindsay (2010) and Johansson 

(2014). Even though Libby & Lindsay (2010) conducted the study on North-American 

companies it was still considered relevant to incorporate the questions used as the study had 

a similar purpose to this study. After revising the questions, it should not impact the outcome 

of the study that they were intended for North-American companies since the phrasing of 

the questions did not have any geographical or cultural connections. Johansson’s (2014) 

questions were reviewed and adjusted to better suit the purpose of this study. The remaining 

set of questions were constructed by incorporating key notions found in the literature review.  
 

In the survey, there was a mix of list questions, category questions and rating questions. List 

questions are useful when the respondent should review all available alternatives before 

answering the questions. When conducting these questions, it is crucial that they are clear 

and represent the same meaning to everyone, and as most people are aware of their position 

in the company, this was a fitting type of question (Saunders et al., 2009).   

 

Category questions are questions where the respondent can only pick one of the options, as 

the alternatives are mutually exclusive. According to Fink (2003) these questions should not 

have more than five different options to choose from. (Saunders et al., 2009) However, more 

options were required in this study and exceptions were made when the alternatives were 

regarded as clear and comprehendible.  

 

Rating questions are practical for gathering opinions on a subject. These questions apply the 

Likert-style rating scale where the respondents indicate to what degree they agree or disagree 

with a statement on a rating scale whose values ranges up to seven (1-7). With the use of a 

rating question there is an option to not provide the respondent with a neutral answer in the 

middle. However, as this can be experienced as an aggressive way of forcing the respondent 

to take a stand it was decided to not use this method. The answers were presented 

horizontally as it is easier to stay neutral to the questions this way (Saunders et al., 2009). In 
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Johansson’s (2014) study, some results were presented on a Likert-scale, but in this study the 

same questions were structured with a binary choice instead. Therefore, the results of 

Johansson’s (2014) study was transformed by changing 6-7 on the Likert Scale to Concur, 

and 1-2 on the Likert Scale changed to Do Not Concur.  

3.1.4 Survey Design  

The first part of the survey was constructed to gather general information about the 

respondents and their company. The first two questions regarded the respondents’ current 

position and their years of experience with budgeting. This was of interest to assure that the 

answers provided were credible. To gather additional information about the respondents’ 

company, the following questions concerned in which sector they were conducting business 

in and how many employees it had. The more specific questions asked can be found below 

in a translated and compact version of the survey (See Figure 1).  

 
 
 

Survey 
 
Q1 - “With what level of predictability can you assume the following areas of your business?”  
Question’s origin: (Libby & Lindsay, 2010) 
 
A. Technology enhancements 
B. Competitors behaviour 
C. Revenues 
D. Costs 
E. Availability of input goods. 
This question was answered with a Likert scale.  
 
Q2 - “To what level do you agree with the following statements?” 
Question’s origin: (Libby & Lindsay, 2010) 
 
A. “It is hard to construct a budget due to the effect of unpredictable factors in the 

business environment.” 
B. “The budget is quickly becoming obsolete as the year goes by. “ 
This question was answered with a Likert scale.  
 
Q3 - “Which of the following statements do you agree with regarding the budget?” 
Question’s origin: (Johansson, 2014) 
 
This question was answered with the option of multiple choices. 
 
The following question directed the respondents into different questionnaire blocks. These 
blocks had similar questions with different phrasings depending on their answer of this 
question. 
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Which of the following statements best suits the situation of your company? 
This question was answered with the option of multiple choices. 

 
 

 
These were the following answers that directed the respondent into separate blocks with 
more specific questions. The questions asked follow below:  
 
 
 
Q1 -  How many weeks does the budgeting process take for your company?   
Question’s origin: (Johansson, 2014) 
 
This question was answered with the option of multiple choices. 

 

Q2 –According to you, how inclusive is the budget process in your company? 
Question’s origin: Developed by the authors 
 
This question was answered with a scale from “Everyone in the company” to “Top management only” 

 

Q3 – What alternative Management Control Tools are you considering replacing/are you 

replacing/supplementing the Fixed Budget with? 
Question’s origin: (Johansson, 2014) 
 
This question was answered with the option of multiple choices. 

 

Q4 – How much value does/did the Fixed Budget add to your company? 
Question’s origin: (Libby & Lindsay, 2010) 

 
This question was answered with a scale ranging from -50 to 50. 

 

Q5 – What was the main reason to why you abandoned/consider abandoning/supplement the Fixed Budget? 
Question’s origin: (Johansson, 2014) 

This question was answered with an open answer.  

 

Q6 – To what degree do you agree with the statements below regarding the use of the Fixed Budget in your 

company? 
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Question’s origin: (Libby & Lindsay, 2010) 

 
“The budget process is clearly tied connected to our strategic goals.” 

“The budget is a tool to control the company and its employees.” 

“The budget is used for performance measurement.” 

This question was answered with a Likert scale. 

 

Q7 – How well do you think that the budget works as a tool to accomplish the following 

aspects? 
Question’s origin: (Johansson, 2014) 

 

Planning 

Forecasting 

Control 

Supervision 

Spreading of information 

Motivation 

Identifying budget deviation 

Performance measurement 

Calculating costs 

Implementation of strategy  

Decentralization  

Decision basis 
This question was answered with a Likert scale. 

 

Q8 -When and why does your company change the budget? 
Question’s origin: Developed by the authors 

 
This question was answered with the option of multiple choices.  

Figure 1 - The Survey 

3.1.5 Selection 

The study has been conducted on a list of Swedish private companies with a turnover of at 

least one billion SEK. The list of companies was provided by Allabolag AB that specializes 

in collecting and distributing company information in Sweden. The requirements were that 
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the companies should not be publicly traded and have a turnover of at least one billion SEK. 

This list was reduced to 470 companies by removing municipal companies, state owned 

companies, daughter companies that were undoubtedly directly linked to the public parent 

company, and Swedish branches of foreign companies without Swedish management teams.   

 

Probability sampling can be useful to generalize results to an entire population from a sample 

without the need for census data. Random sampling is the most basic form of probability 

sampling since every unit in the population has an equal chance of being selected for the 

sample. One advantage with random sampling the reduced risk of skewedness based on the 

human factor. Another benefit of using random sampling is that the participants do not 

impact sampling process, since they are selected without their knowledge.  

 

If random sampling was used, it would be difficult to know beforehand which companies 

that had accessible contact information to their CFO/CEO. Thus, the sample consisted of 

companies with easy accessible contact information and the final sample size was 170 

companies. This sampling process is a non-probability sampling method, which Bryman & 

Bell (2011) regard more common for the fields accounting and economics. Moreover, non-

probability sampling is useful when it is hard and too costly to acquire a representative 

random sample (Bryman & Bell, 2013). Therefore, this study uses non-probability sampling.  

 

An advantage when gathering data from a single executive employee is that it grants a time-

efficient and cost-efficient opportunity to encapsulate many companies in the study. 

However, it is still important to be aware of this method’s potential limitations. One 

downside is that the executive employee might respond in a way that is skewed and biased 

to reflect an image of his work that is not accurate (Bryman & Bell, 2011). Through 

conducting the survey anonymously, this effect was reduced. Also, since the survey was self-

administered, the risk of the respondent being influenced by the surroundings was 

diminished.  

3.1.6 Loss  

The problem of non-response is a potential outcome when conducting a survey with a large 

sample. If several people refuse to respond to the survey it is hard to generalize the outcome 

for the respondents that has completed the survey (Saunders et al., 2009).  
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As the focus of this survey was on private companies it was decided to exclude municipal 

companies. It was likely that they would have a biased opinion regarding budgets as they may 

be forced upon them. Branches with parent companies that are located abroad were excluded 

from the sample as the study focuses on Swedish companies, hence Swedish management 

teams. 

 

The largest loss of companies were the ones that did not provide contact information to their 

employees on their company website. This problem tended to occur more often with 

companies working on a Business To Consumer-basis (B2C) than Business To Business 

(B2B).  

3.1.7 The Analysis of the Results 

Tables and figures are constructed to analyse the results from the survey. The tables depict 

the number of respondents (𝜂) and the percentage of the respondents for that specific 

answer. The standard deviation (SD) along with the mean (𝜇) is presented whenever there 

are numerical values and when it was possible to calculate these.  Comparisons to previous 

studies, Johansson (2014) and Libby & Lindsay (2010), are presented when possible, and 

when not, are shown with the option Not Applicable (N/A). Since there are questions with 

non-numerical variables these are presented in different charts, depicting the percentage of 

respondents who answered a certain way. The values were presented in a way to make them 

more comprehensible to the reader and allow for a clearer understanding in the analysis part. 

The answers are analysed with consideration to the previously conducted literature review.  

3.1.8 Ethical Considerations 

While conducting research, there are some ethical principles that should be accounted for to 

establish the study as objectively ethical. There are four main principles to be considered; 

firstly, the study should not harm its respondents in any way; secondly, the study should have 

the respondents’ informed consent; thirdly, there should not be any intrusion of privacy; and 

fourthly, the study should not be conducted under false pretence (Bryman & Bell, 2013). 

Regarding this study, it could not physically harm its respondents in any way since it was a 

self-administered internet survey. The study did not cause any psychological harm to the 

respondents as it was voluntary and completely anonymous, thus there was no risk of 

harming the corporation or the individual respondent. The survey clearly states it purpose 

and the respondents’ role before conducting the survey, hence there was informed consent 
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by the respondents. Since the respondents were contacted through telephone calls, further 

informed consent was established. The study did not intrude the respondents’ privacy, as the 

questions asked were directed to the respondents’ opinions in his or her professional 

capacity. Lastly, the motives of the survey were transparent and there were no hidden or 

alternative motives.  

3.2 Research Quality 

3.2.1 Reliability 

Reliability is a central concept for ensuring that the quality of the quantitative measure is 

sufficient. In a quantitative study, like this survey, reliability refers to the measure at hand 

and if that measure can be considered trustworthy, consistent and congruent (Bryman & Bell, 

2013). Consequently, if the study was replicated, it should yield the same results by other 

researchers. Since this study was conducted individually through a self-administered web 

survey, there was no risk that the responder was influenced by the researchers. Furthermore, 

since the survey was anonymous it increased the probability of getting truthful results. Thus, 

the aggregated reliability of this survey further increased. However, it should be noted that 

there are limitations when conducting an anonymous web-survey. Firstly, since the survey 

was distributed via e-mails, it could not be confirmed that the person conducting the test was 

the intended part. This risk was minimized through only distributing to personal e-mails and 

not to general company emails (e.g. info@companyname.se). Secondly, the respondents were 

unable to ask informative questions and having a question explained by the researchers. To 

avoid this, pilot tests were made on faculty members and professionals that were instructed 

to pinpoint ambiguous questions.  

 

Another concern when scrutinizing the reliability of a quantitative measurement is that the 

survey should have small or non-existent fluctuations in the results over time (Bryman & 

Bell, 2013). This survey should not fluctuate over shorter periods of time. However, over 

longer periods of time fluctuations may appear due to changing attitudes towards budgets in 

the business society. 

3.2.2 Validity 

Validity refers to the degree of reliability of correct measurements of a survey. If a survey is 

valid, it means that there is a high correlation rate between the findings and the reality being 
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measured (Saunders et al., 2009). This survey was designed after extensive literature review 

from which several questions were adopted from two previous studies, Johansson (2014) 

and Libby & Lindsay (2010). This fulfilled two purposes, firstly it made later comparison 

possible for the analysis part. Secondly, the questions adopted had already been tested for 

validity, hence would increase this survey’s overall validity. However, this survey also has 

independently constructed questions. The validity of these questions was established through 

connecting the questions to previous research found in the literature review. The phrasing 

of these questions was investigated in pilot testing on faculty members and professionals.  

 

A final notion should be added about the relationship between reliability and validity. If the 

survey is not reliable, it will not be valid either (Bryman & Bell, 2013). 

3.2.3 Limitations 

The results of this study should be perceived by the limitations of it. Limitations regarding 

reliability and validity is addressed in previous chapters.  

 

There is a risk of not having a representative sample as the process of sampling was 

conducted through convenience sampling, i.e. non-probability sampling. When acquiring 

information from the company websites and the contact information to their executives was 

missing, that company was excluded from the sample. Due to this, companies that have 

reasons to withhold contact information to their executives might have been excluded. 

Specifically, this could be the case for B2C companies who might not be as inclined as a B2B 

company to list contact information to their top executives on their homepage. However, 

this group of companies did not make up a large portion of the original list of companies. 

 

A limitation when conducting a web survey is the risk of having a low response rate. One 

problem with respondent’s refusal to participate in the survey is that the person refusing to 

participate may think differently from the others in the sample and this difference might have 

an overall impact of the survey. To increase the response rate, the advices of Bryman & Bell 

(2013) were adopted. Bryman & Bell, (2013) argues that to increase the response rate, the 

survey should have an introduction that clearly defines the purpose of the survey, reminder 

e-mails should be sent when needed and the survey should be concise and not include open-

ended questions. This survey was finalized based on these notions. Furthermore, in a recent 

web survey executed by Johansson (2014) also regarding budgets on public corporations, the 
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response rate was 25 % which can be considered as low. Johansson (2014) used signed 

personal letters to increase the response rate. To further increase the response rate of this 

survey, telephone calls were made to establish a personal contact with the respondent 

followed by an e-mail invite to the survey itself.  

3.2.4 Non-response 

The total number of responses in this survey was 74, out of the 144 distributed, which is a 

response rate of 51,4 %. However, out of these 144 distributed surveys, 82 had agreed 

beforehand that they would answer it after reaching out to them via telephone. Due to this, 

the data will be presented in the different columns: “Telephone contact” and “Strictly E-

mail”. The column “Telephone contact” shows the number of respondents who participated 

in the survey after having spoken to us. The “Strictly E-mail” column represents the  

respondents who participated in the survey after solely receiving an e-mail with an invitation  

Table 1 - Distribution of Contact 

to participate in the study with a short description of the authors and the purpose of the  

study. Hence, the response rate after having reached out to the companies was tremendously 

higher, 78 per cent versus 16 per cent. The “Completion rate” refers to the number of  

respondents who completed the survey after having started it. This high percentage number 

indicates that the study did in fact only take the 5-10 minutes that had been assured to them. 

(See Table 1)  
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4. Results 

4.1 General Information  

4.1.1 Respondents 

In the first part of this survey, the respondents were asked what their current position was, 

and for how long they had been working with budgeting in total. Regarding their position, 

77 % of the respondents in this survey are CFOs, the rest of the respondents are either 

CEOs, controllers or accounting managers (See Figure 2).  
 

 

Figure 2 - Current Title at Company 

This result is aligned with the purpose of reaching budgetary influential members of the 
business community. Furthermore, 80 % of the respondents have been working with 
budgeting for over 10 years (See Figure 3). The level of experience can be associated with the 
executive position of the respondents. 

 
Figure 3 - Experience of Working with Budgets 

0,00%

10,00%

20,00%

30,00%

40,00%

50,00%

60,00%

70,00%

0
5
10
15
20
25
30
35
40
45

1-5	years 6-10	years 11-15	
years

16+	years

How	long	have	you	been	working	with	budgeting,	
in	total?



 

 30 

4.1.2 Companies 

The respondents were asked informative questions regarding the company that they were 

working at. The participants were asked which sector their company was conducting business 

within and the results shows that this study's sample includes a variety of sectors (See Figure 

4).  

 

Figure 4 - Business Sectors 

The respondents were also asked to state how many employees the company had. The results 
show that 38 % had over 500 employees in their business but the majority had between 100-
500 employees (See Figure 5). These results further show the spread of the sample collected.
      

 
Figure 5 - Number of Employees in the Company 

	

4.2 Opinions & Assumptions     

4.2.1 General Opinions 

The respondents were given a set of statements regarding the budget and were instructed to 

state which they concurred with. The result show that the respondents did not agree that the 

budget is Too hierarchical (4 %) or Generates appropriation behavior (7 %), nor that it is 

Too focused on details (15 %). However, the results indicate that the budget is a bit Time-

consuming (36 %) and that the Calendar-year based budgets might not be an optimal time-

frame for many companies (32%). Nevertheless, the responses show that the budget is in 

many cases Essential for the control of the company (54 %) Furthermore, the results indicate 
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that the budget is important when Clarifying strategy (58 %) and Creating goals for the future 

(60 %) of the companies. Lastly, the respondents stated that the budget both Facilitates 

internal communication (43 %) and Enables coordination inside the company (36 %). (See 

Figure 6) 
 

 

Figure 6 - General Opinions Regarding the Budget 

4.2.2 Predictability of Business Areas 

The respondents were asked how predictable their assumptions were regarding different 

business areas, if these assumptions were made before the year had started. These results are 

compared to the ones from Johansson (2014) which was made on public companies. One 

difference was that Johansson (2014) had asked a similar question but used a Likert Scale (1-

7) for the responses, so to make it comparable to Johansson (2014), these results are 

translated to fit the responses in this study. If the respondents had values between 6 and 7 

on the Likert scale this was changed to predictable, 1 and 2 was changed to unpredictable. A 

problem with this was that her study did not present the respondents who answered 3 and 4 

on these questions, hence a comparison could not be made to the section neither predictable 

nor unpredictable. Out of the private companies in 2017, 35 % claimed that Competitor’s 

behavior was predictable, whilst out of the public companies in 2014, only 11 % responded 
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that it was predictable, thus a difference of 24 % (See table 2). 

 

Table 2 - Assumptions on Business Areas 

 

The predictable responses regarding Revenues in 2014 was 5 % and 32 % in 2017, resulting in 

a difference of 27 %. However, there is a smaller difference between the respondents who 

claimed that this was an unpredictable business area, 9 % in 2014 and 14 % in 2017. 

Respondents who stated that “Costs” and “Availability of resources” are predictable business 

areas was 26 % and 35 % in 2014, to 46 % and 55% in 2017, respectively. This corresponds 

to a difference of 20 % in each area. (See Table 2)  

4.2.3 Specific Opinions  

For this questions, respondents of the survey were asked to answer how much they agree 

with two statements. For the first question, “The budget quickly becomes obsolete during 

the year”, 1 % stated that they completely agreed with it and only 4 % completely disagreed. 32 

% mostly disagreed with this statement whilst 25 % people mostly agreed with it, and 38 % 

stated that they partially agreed with this statement. The responses of the second question, “It 

is hard to construct a trustworthy budget because of the effect of unpredictable factors that 

impacts the company.” were similar to the first question. Only 1 % completely agreed with it 

and 8 % completely disagreed with it. 26 % of the respondents mostly agreed with this statement 

and 29 % who mostly disagreed. 35 % of the participants claimed they only partially agreed with 

this statement. (See table 3)  
 

 
Table 3 - Specific Opinion Statements 

Statement

It is hard to construct a trustworthy budget
due to the effect of unpredictable factors that
impacts the company.

8% 29% 35% 26% 1%

4% 32% 38% 25% 1%

72

72
The budget quickly becomes obsolete during
the year.

nCompletely disagree Mostly disagree Partially agree Mostly agree Completely agree
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4.3 The Use of Budgets 

This is the most important question as the main purpose of this survey is to investigate the 

use of the Fixed Budget. The data is presented with a comparison to Johansson’s (2014) 

study next to this study’s findings. Regarding the results, this study aligns with the study of 

Johansson (2014) which showed that most companies uses Fixed Budget with supplements. 

In this study, 83 % of the respondents state that they supplement the Fixed Budget with 

different Management Control Tools, compared to 67 % in 2014.  

 
	

Figure 7 - How Companies are Using the Budget 
 

Also, 6 % of the companies asked only uses the Fixed Budget, without supplements, whilst 

almost 9 % of the companies in 2014 did so. In the Johansson (2014) study, 19 % of the 

organizations had abandoned the Fixed Budget, whilst in this study, only 4 % had abandoned 

it. The results shows that the use of Fixed Budget is high in Swedish private companies. As 

for the other results, there are only a few companies who either previously abandoned the 

Fixed Budget and now are back using it (1,4 %), consider abandoning it (4,2 %) or have 

decided to abandon the Fixed Budget (1,4 %). However, examples of what they brought up 

in the survey will be reviewed later in this chapter. Due to the results from this question, the 

focus will be on the respondents who supplement the Fixed Budget with other Management 

Control Tools (83 %). (See Figure 7) 
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4.4 Fixed Budget with Supplements 

4.4.1 Which Supplements Are Companies Using 

In this question the respondents were asked to state which Management Control Tools they 

supplement their Fixed Budgets with, hence only the responses from this specific group are 

presented. In Figure 8, the results are presented in comparison to Johansson’s (2014) study. 

 

Figure 8 - Management Control Tools Supplements 

 

The Revised Budget/prognosis results align with Johansson’s (2014) study with 66 % 

(compared to 67 % in 2014) of the respondents claiming they use a Revised Budget. The 

main difference in this question was the use of KPI’s, where 59 % of the respondents of 

private companies in 2017 are using KPI’s, whilst only 28 % back in 2014 were using it. 

Another interesting notion is the difference in the use of the Rolling budget, 34 % in this 

study stated they use it, whilst only 8 % of the public companies in 2014 were using it. The 

Balanced scorecard is used by 24 % of the private companies and 28 % of the public 

companies. The same goes for Benchmarking which is implemented by 22 % of the 

companies in this study and 28 % for the study by Johansson (2014). The Other option is 10 

% for both this study and Johansson’s (2014), and some of the answers provided in this 

survey was “cash-flow and other KPI’s towards the balance sheet” and “5 prognosis per 

year”. The least used complement to the Fixed Budget is the activity based budget with only 

7 % of the respondents in this study and 3 % for Johansson’s (2014). 



 

 35 

4.4.2 Why They Are Supplementing 

This was an open-end question where the respondents wrote freely. Hence, it is hard to 

generalize these answers, however the most frequent answers are brought up. One statement 

regarded how quickly the Fixed Budget becomes obsolete, whilst others claimed that there 

is too much focus on the financial parts and needs to be supplemented with non-financial 

measurements. One of the main concerns with the Fixed Budget was “changes” in different 

situations, it could be “changes in the surrounding world requires us to supplement it”, 

“changes in circumstances” or “changes throughout the year” and the Fixed Budget’s 

inability to deal with these matters. Some of the respondents stated that they supplement the 

Fixed Budget as it is an “inadequate management control tool” and that it is “unpredictable”. 

Others stated that they complement it as it is needed for a better “big picture understanding” 

and it becomes easier to follow up on which direction you are heading towards throughout 

the year. A few of the respondents further added to its lack of “soft values”, its absence of 

customer focus and that it is hard to rely on the Fixed Budget to control their costs. 

4.4.3 Time Spent on the Budgeting Process 

 These are the results for the group that uses the Fixed Budget with supplements. As is shown 

in Figure 9 the budget process usually lasts between 1-8 weeks. The mean value is 4.9 weeks 

with 42 % of the companies spending up to four (4) weeks on the budget process and 46 % 

companies spend between five to eight (5-8). 8 % of the companies take between nine and 

twelve (9-12) weeks whilst only 3 % of the responding companies spend 13-16 weeks to 

complete the budget.  
 

 
Figure 9 - Duration of the Budgeting Process 
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The respondents were asked when and why they change the budget during its functional 

year, this in order to gather more information how companies implement the budget in their 

companies. The responses show that 55 % of the companies do not change the budget during 

its functional year, whilst 45 % revise the budget during its functional year. The budget was 

revised in 24 % of the cases when there was a need for change, and the remaining 20 % 

revised the budget continuously during its functional year. (See Figure 10) 
 

 

 

Figure 10 - When Changes Occur in the Budget 

4.4.4 How Inclusive Is the Budgeting Process 

The respondents in this block were instructed to indicate how inclusive the company’s 

budgeting process was, by placing a marker along a slider bar valued from 1-100. The slider 

bar had explanatory text that marked anchor values along the slider, e.g. 0 represented that 

only the management team was involved in the budgeting process, and consequently 100 

represented that the whole company was involved in the budgeting process. The results from 

this question indicated that the inclusiveness in Swedish private companies extended to many 

parts of the organization, 63 % of the respondents indicated that the budgeting process 

extends down to at least lower management (e.g. Regional managers, Team Leaders etc.). (See 

Figure 11).  
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Figure 11 - How Inclusive the Budget is 

After indicating to what level the budgetary inclusiveness extends to in the company, the 

respondents were asked to state to what degree they concurred with different statements. 

These statements regarded the implementation of the budget inside the organization. The 

outcome of this question indicates that the respondents in this block viewed the budget as 

“clearly connected to the strategic goals” (mean 3.7) and that the budget worked as a “tool 

for control of the company and its employees” (mean 3.7). Furthermore, the results also show 

that many respondents used the budget as performance measurement (mean 3.3). (See Figure 

12) 

 
Figure 12 - Statements Regarding the Fixed Budget 
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4.4.5 How Much Value Does the Budget Create 

The respondents were asked to assign a value to the budget in its capacity to control the 

company, the results vary but for this block of respondents the mean value had a numerical 

value of 26 corresponds with the anchor value “Value creating” on the slider bar (See Table 

4). Not one of the respondents assigned a negative numerical value for the budget which 

would correspond to the budget being damaging for the company. This concludes that, for 

this sample in this block, all the respondents believe the budget to have positive effects to 

the management of the company.  
 

  Min Max Mean  SD Var. n 

Value 9.00  42.00  26.23  6.63  43.90  57 

Table 4 - How Much Value the Budget Gives 

4.4.6 Assessing the Budget 

Motivation  

The respondents were asked how well they believe the budget is working as a tool to 

accomplish different aspects in their business, on a Likert scale ranging from one to seven 

(1-7). When it comes to Motivation, the results are not overwhelmingly positive, but rather 

neutral with a mean value of 4.5, corresponding to an anchor value between mediocre and 

rather well. However, 10 % of the respondents indicated that the budget is a poor or a rather 

poor tool to accomplish this. 47 % of the respondents stated that it was a mediocre tool, 24 % 

said rather well, and just 19 % of people in this survey said the budget works well to motivate 

employees with not one response claiming it works very well.  

 

Table 5 Assessment of the Budget 

 

n Very poorly (1) Poorly (2) Rather poorly (3) Mediocre (4) Rather well (5) Well (6) Very well (7) mean (μ)
Motivation 59 - 5% 5% 47% 24% 19% - 4.5

Coordinaition 59 - - 7% 36% 36% 22% - 4.7
Implementation of strategy 58 - - 9% 33% 40% 17% 2% 4.7
Spreading of information 59 - - 3% 27% 39% 29% 2% 5,0

Decentralization 58 2% 2% 14% 34% 31% 14% 3% 4.5
Decision basis 59 - 2% 2% 20% 42% 31% 3% 5.1

Performance measurement 59 2% 2% 8% 27% 27% 31% 3% 4.8
Control 59 - - 3% 12% 39% 42% 3% 5.3

Calculating costs 59 3% 3% 10% 31% 31% 15% 7% 4.5
Planning/Resource allocation 59 - 3% 2% 10% 41% 37% 7% 5.3

Supervision 59 - - 2% 14% 31% 47% 7% 5.4
Forecasting 59 - - - 20% 25% 42% 10% 5.4

Identifying budget deviation 59 - - 2% 3% 22% 47% 25% 5.9

How well do you think that the budget works as a tool to accomplish the folllowing aspects?
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Coordination  

The answers regarding Coordination were similar to those of Motivation. A mean value of 

4.7 which correspond to the anchor value rather well, but only 7 % of the respondents claimed 

it works rather poorly whilst 36 % regarded it to work rather well. Another 36 % of the 

participants stated that the budget is a mediocre tool to coordinate their work better. 

 

Implementation of strategy  

9 % of the participants answered that the budget is a rather poor tool to help implement 

strategy in the company, whilst 2 % participant regarded it as a very well working tool.  The 

majority (40 %) of the respondents stated that the budget works rather well, 17 % of 

participants claimed it is a well working tool whilst 33 % indicated it to be a mediocre tool. The 

mean value for this question is 4.7 which correspond to the anchor value rather well. 

 

Spreading of information  

When it comes to the question regarding Spreading of information, the mean value is 5.0 

which correspond to the anchor value rather well. 2 % of the participants considered the 

budget is working very well to spread information within the company whilst 3 % felt that it 

is working rather poorly. Not one of the respondents stated that the budget is either very poorly 

or poorly.  29 % said that it is working well, 39 % said rather well and 27 % claimed that it was 

mediocre at spreading information.    

 

Decentralization  

The mean value for the budget as a tool to Decentralize is 4.5 which correspond to an anchor 

value between mediocre and rather well.  2 % of the respondents regarding it as a very poor 

mechanism to help decentralize their company, and another 2 % regarded it as poorly. 14 % 

of the participants stated that it is rather poorly at accomplishing Decentralization, 34 % 

claimed it to be mediocre, whilst 31 % were under the impression that it was working rather 

well. 17 % of the respondents indicated that it is well or very well working tool to Decentralize 

the company. 

 

Decision basis 

The results from this study shows that the budget works rather well as a Decision basis with a 

mean of 5.1 which correspond to the anchor value rather well. 3 % of the participants in the 

survey stated it works very well, whilst 31 % claimed that it is working well. 42 % of the 
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participants indicated that the budget is working rather well, meanwhile only 20 % felt that it 

was mediocre and 4 % of the respondents regarded it as rather poorly or poorly as a decision basis.  

 

Performance measurement  

The mean value for performance measurement is 4.8, which corresponds to the anchor value 

rather well, despite 12 % of the respondents claiming the budget works very poorly, poorly or 

rather poorly at measuring performance. However, 3 % of the participants regards performance 

measurement to be working very well based on the budget. 27 % of the participants stated that 

it is a mediocre tool and another 27 % stated that it works rather well. 31 % of the respondents 

indicated that they believe the budget works well as a performance measurement tool. 

 

Control  

42 % of the respondents stated that the budget works well as a tool to control the members 

of the company and only 3 % indicated it to work rather poorly. The mean value is 5.3 which 

corresponds to the anchor value rather well which 39 % of the participants responded that it 

works rather well. 3 % claimed it works very well whilst merely 12 % felt it is a mediocre tool. 

 

Calculating costs 

Using the budget to calculate costs got a mean value of 4.5 corresponding to an anchor value 

between mediocre and well. 6 % of the participants responded that the budget works either 

poorly or very poorly to calculate costs. 7 % of the respondents claimed that it works very well 

whilst 10 % stated it is rather poorly. Merely 15 % said it works well and 31 % indicated that it 

is mediocre. 

 

Resource allocation 

The respondents had a positive attitude towards the budgets ability to allocate the company’s 

resources through planning, this can be explained with the mean of 5.3 which corresponds 

to the anchor value rather well. 44 % of the respondents stated that the budget is working well 

or very well as a tool for resource allocation. And 51 % said that the budget is working mediocre 

or rather well.  

 

Supervision 

Regarding the budgets ability to supervise the company the sample scored a mean value of 

5.4 which corresponds to an anchor value between rather well and well. 54 % of the 
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respondents indicated that they believed that the budget is working well or very well as a 

supervising tool. 44 % said that the budget is working either mediocre or rather well.  

 

Forecasting  

The budgets ability to work as a tool for forecasting scored a mean value of 5.4 which 

corresponds to a mean value between rather well and well. 52 % stated that they considered 

the budget to work well or very well for forecasting and 45 % stated that they believed the 

budget to work mediocre or rather well for forecasting.  
 

Identifying budget deviation 

Lastly, regarding the budgets ability to identify deviations in the budget the mean is 5.9 which 

correspond to the anchor value well. These results indicate a more positive attitude towards 

the budget as a tool compared to the other results of this section. However, 25 % of the 

respondents consider the budget to have either a mediocre or only a rather well ability to identify 

budget deviations, which is more interesting.   

4.5  Abandoning the Budget 

The respondents that had abandoned, were in the process of abandoning, or were planning 

to abandon the budget were asked open-ended question to collect information regarding the 

foremost reasons for this decision.  

 

The respondents who had abandoned the budgets held the budget as “not useful in control 

nor decision making” and simply not “efficient”. Also, the respondents did not believe the 

budget to be a “value creating process” and that “the benefits are small in relation to its 

costs”. In addition, the respondents were unsure of the budgets performance in their specific 

markets, especially in unpredictable markets but also in generic markets where the 

respondents held rather had “scenario driven models that focuses on direction rather than 

costs and revenues”.  

 

Regarding the respondents who considered abandoning the budget, it was stated that the 

budget is “too slow from a development perspective” and is “quickly becoming obsolete”. 

Furthermore, the respondents also held the budget as too “static” and too “time-

consuming”.  
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4.6 Assigned Value for Entire Sample 

It was interesting to see what value the complete sample assigned to the budget in its capacity 

to control the company. The combined data from the different blocks shows that only one 

(1) respondent assigned a negative value to the budget. The mean value is 23 which 

corresponds to the anchor value “Value Creating”. (See Table 6) 

 

 
Table 6 - Assigned Value from Complete Sample 

 
 
  

n/a 71Total -15 42 23 n/a

Var n

Va lue 14 21 16.25 2.77 7.69 4

Only Fixe d Min Max Me an SD

Var n

Va lue 9.00 42.00 26.23 6.63 43.90 57

Supple me nting Min Max Me an SD

Var n

Va lue 11 25 16 6.38 40.67 3

Cons ide r Abandoning Min Max Me an SD

Var n

Va lue 13 13 13 0 0 1

Are  abandoning Min Max Me an SD

Var n

Va lue -15 11 -2 13 169 2

Abandone d Min Max Me an SD

Var n

Va lue 15 15 15 0 0 1

Re ins tate d Min Max Me an SD
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5. Analysis  

5.1 General Information 

The responses regarding the respondents’ current position ensured that they were qualified 

to participate in this survey. Being a CFO of a company with a turnover of at least one (1) 

billion SEK indicates sufficient knowledge within their respective area and that the 

companies’ budgeting process are in fact influenced by these respondents. More than 79 % 

of the respondents had been working with budgets for more than 10 years indicates that the 

respondents had thought-through opinions on the matter.  

 

5.2 Opinions and Assumptions 

5.2.1 General Opinions 

Only 4 % of the respondents stated that the budget is too hierarchical which contradicts Hope 

& Fraser’s (2003a) statement that claims that the management control doctrine has a too 

hierarchical nature. Although, since the CFO’s often are highly involved in the budgeting 

process, they might find it less hierarchical than others in the organization. Hence, their 

opinion might not be congruent with other parts of the organization. Nevertheless, the 

results show that the respondents do not agree with this statement. 

 

Merely 7 % of the participants claimed the budget leads to appropriation behavior which disputes 

the opinions of Shim et al. (2011), who stated that the budget leads to appropriation behavior. 

Could this be a theoretical problem that does not occur frequently in reality? One factor that 

might reduce the risk of appropriation behavior is the size of the companies in this sample. Since 

the companies are big in terms of turnover, this should lead to highly developed and clear 

cut processes together with effective supervision that should reduce the room for 

appropriation behavior.  

 

43 % of the respondents stated that the budget facilitates internal communication which 

aligns with the opinions of Kung & Huang (2013) who regarded internal communication as 

imperative for success in the execution of the budget. Kung & Huang (2013) as well as 

Macinati & Rizzo (2014), also linked participation to performance in the budgeting process. 

Furthermore, the budgeting process should also be flexible, transparent and supportive. This 
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study do not provide support for these statements. However, the results from this study can 

conclude that the budget facilitates internal communication.   

 

The budget is regarded as essential for the control of the company by 54 % of the respondents 

in this survey. This aligns with Shim et al.’s (2011) view that budget helps controlling the 

company’s employees. The results also imply that a higher quota of the respondents actually 

use the budget for control, even if it is not considered as essential. Libby & Lindsay (2010) 

found that almost 80 % of the companies in their study used the budget for control which 

supports the notion that companies are using budget for control. However, this study does 

not provide support for this.  

 

According to 58 % of the participants in the survey, the budget clarifies the company’s 

strategy. These results are aligned with the views of Ax et al. (2009) who stated that the 

budget assists the company’s members to follow the long-term objectives of the company. 

Sponem & Lambert (2016) also stressed the importance of linking the budget to strategic 

objectives of the company. However, the fact that merely 58 % of the respondents claim that 

the budget clarifies the strategy of the company could be regarded as worrisome. If the 

people creating the budget does not feel that it clarifies strategy, then perhaps changes could 

be needed in that specific area. 

 

60 % of the respondents stated that the budget creates goals for the future. These numbers 

could perhaps have been higher if the companies considered Shim et al.’s (2011) statement 

that goals should be realistic and that managers should set goals with a probability of 80-90 

per cent chance of achieving these goals. Or following the notion from Rausch & Wall (2015) 

that goals should be clear and well-specified. However, compared to the other answers in 

this question, the respondents are more positive to the budgets ability to create goals than 

most of the other functions. This implies that the budget has a significant role in the process 

of creating goals for the company, which is interesting since the budget is often inward 

looking and it can lack ability to encapsulate the whole business environment. However, the 

process of creating goals is a multifaceted process involving the whole company which 

factors in multiple variables, both external and internal. And as a part in this process, the 

budget might be an efficient element to include.   
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5.2.2 Specific Opinions  

Regarding the statement “it is hard to construct a trustworthy budget due to the effect of 

unpredictable factors that impacts the company” only 27 % indicated that they mostly or 

completely agreed with this statement. This shows that this is not likely the case and 

contradicts what De Waal et al. (2011) claimed that the budget is unable to consider the full 

complexity of the market’s ever changing nature. Also, this does not either fully support 

Ekholm & Wallin’s (2000) view that budget does have the ability to signals changes in the 

business enviroment. However, since 35 % of the respondents claimed they partially agreed, 

it cannot be determined if they had a more positive or negative outlook, hence it is hard to 

draw final conclusions on the matter. For the other statement, “The budget quickly becomes 

obsolete”, only 26 % indicated that they either mostly or completely agreed which also 

contradicts De Waal et al. (2011) who stated that the budget quickly becomes obsolete in the 

fast-moving business environment and Hope & Fraser (2003a) who also argued that the 

budget has a habit of becoming obsolete too fast. However, in line with the other statement 

there were 38 % who stated that they partially agreed with the statement, which makes 

conclusions hard to draw. Although, it does not seem that the budget quickly becoming 

obsolete is a general problem.  

5.2.3 Predictability of Business Areas 

Regarding predictability of the company’s business areas, four (4) of the five (5) business 

areas, were considered to be significantly more predictable compared to the results in the study 

by Johansson (2014). The difference ranged from 20 % to 27 % in the areas Competitor’s 

behavior, Revenue, Costs and Availability of resources. At the same time, there were only 

insignificant differences in the respondents that felt the same business areas were unpredictable, 

whilst the number of participants who felt that the business areas were neither predictable nor 

unpredictable were lower. One explanation to this could be that listed companies are more 

exposed to external market factors than privately owned companies, hence has a harder time 

predicting its own business areas. , since there were a considerable amount of respondents 

who answered that the business areas were neither predictable nor unpredictable, conclusions is 

hard to draw. Nevertheless, the results indicate that the business environment is rather 

uncertain for the CFO’s.  However, as Mezias & Starbuck (2003) argued, managers do not 

always need the most accurate information to be able to function properly as executive 

officer.  
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5.3 The Use of Budgets 

The responding companies that supplement the Fixed Budget are in majority in both this 

survey and Johansson’s (2014), representing 83 % of the companies in this study and 67 % 

in Johansson’s (2014). This, combined with the fact that only 6 % use solely the Fixed Budget, 

shows that the most frequent practice is to supplement the Fixed Budget with other 

Management Control Tools. One surprising difference between these two studies is that the 

proportion of respondents that had abandoned the Fixed Budget in 2014 was 19 %, whilst 

in this study only 4 % have abandoned it. Going in to this project, it was assumed that private 

companies could be more inclined to abandon the Fixed Budget since they might not have 

as much external pressure from its shareholders as a publicly traded company might. Thus, 

it could be easier for private companies to leave the Fixed Budget. However, the results do 

not support this assumption. 

 

Since companies still uses the Fixed Budget to a large extent, it indicates that the attitude of 

professionals disagrees with for example Jan Wallander (1994) who stated that the Fixed 

Budgets is “in the best-case scenario, a waste of resources.” Moreover, the notion that 

financial metrics has lost its relevance by Fraser and Johnson (1987) is not supported by this 

study. 

5.4 Fixed Budget with Supplements  

For the following part, all the analysis are made based on the respondents that had previously stated that they 
were Supplementing the fixed budget.  

5.4.1 Which Supplements Are Companies Using 

The results from this study shows that the most common tool that supplements the Fixed 

Budget is the Revised Budget combined with Prognosis. It appears Bergstrand (2009) was 

right, stating that companies that incorporate Revised Budgets can get a better understanding 

of the market they are conducting business within, since 66 % of the companies in this survey 

are using the Revised Budget. These responses correlate with the ones from Johansson’s 

(2014) study, but one interesting notion is the difference in the use of KPI’s. 59 % of the 

participants of this study claimed they are using different KPI’s, whilst only 28 % of the 

participants in Johansson’s (2014) study were using it. Could it be that KPI’s are a growing 

phenomenon that will keep growing as a management control tool? Many successful 

Scandinavian companies have incorporated KPI’s in their business, e.g. Handelsbanken 
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(Wallander 1994) and the trend of using KPI’s might be expanding. This sample is not 

evidence enough but it can be regarded as an indicator of this development.  
 

5.4.2 Why They Are Supplementing 

Since this question was phrased as an open-end question it is hard to generalize the 

responses. However, there were some responses that appeared more than once. One of these 

was that the budget is unable to deal with certain changes that occurred throughout the year. 

These statements disagree with the previous results that indicated that certain business areas 

actually were not that hard to predict, although it would be a mistake to draw conclusions 

from this. Some of the respondents stated that the budget does in fact have a too strict 

financial language and it lacks “soft values” which is aligned with Shim et al. (2011) and 

Groot & Selto (2013) who both argued that the Fixed Budget indeed lacks values regarding 

customer service and other non-financial issues.  

 

5.4.3 Time Spent on the Budgeting Process 

Out of the companies that stated that they supplement the budget with other Management 

Control Tools, 42 % of these companies claimed that it takes 1-4 weeks to complete the 

budget process and 46 % said that it takes 5-8 weeks to complete it. This opposes the 

arguments from Hope & Fraser (2003a) and Groot & Selto (2013) who claimed that the 

budget is too time-consuming, with managers spending up to 30 % of their time on 

completing budgets. Again, these results are drawn on a rather small sample size so they are 

not finite answers, however, the majority of companies in this study spend 1-8 weeks which 

is considerably less than 30 % of a manager’s time. These findings are also in line of those 

of Libby & Lindsay (2010) who found that both US and Canadian firms spend on average 

3-4 weeks on their budget process. Hence, it seems the budgeting process in fact is not that 

time-consuming for many companies. However, this could be a consequence of the 

budgeting process having been too time-consuming, which led to less time having been put 

into the budgeting process in the recent years.  

5.4.4 How Inclusive Is the Budgeting Process 

 63 % of the participants indicated that at least lower level management was involved in the 

budgeting process. As Kung & Huang (2013) demonstrated in their study, it is imperative to 

have cross-departmental communication in a participative budgeting process and that it 
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should be transparent to be successful. This study did not collect data regarding the cross-

departmental communication in the budgeting process. However, the results could indicate 

that at least to some extent the budgeting process is participative, hence, the budgeting 

process involvement is high. Baerdemaeker & Bruggeman (2015) and Kramer & Hartmann 

(2014) held managerial involvement as a success factor in increasing commitment and 

performance in the company. Furthermore, Sponem & Lambert (2016) held involvement as 

imperative to reduce budgetary slack and increase satisfaction. Leach-Lopez et al.’s (2015) 

study claimed that there had to be a balance between the desired participation in the 

budgeting process and the actual participation, in order to increase the efficiency of the 

managers. It should be noted that this study does not supply any evidence that the 

participation rate is linked to either commitment, budgetary slack, efficiency or satisfaction. 

However, the budgeting process is undoubtedly highly participative in the companies in this 

study and this could come with some of the benefits stated above. High participative 

inclusiveness in the development process of budget was showed to increase the perception 

of a social relationship with the firm and by that resulting in higher performance (Kramer & 

Hartmann 2014).  

 

5.4.5 How Much Value Does the Budget Create 

 The respondents were asked to assign a value to the budget in its capacity to control the 

company, and no participant assigned a negative value. The results showed a mean value of 

26 which correspond to the anchor value “Value creating” which clearly shows that for this 

block, the companies find the budget to be adding value. This is further evidence that budget-

abandonment adversaries such as Hope & Fraser (2003a) and Jan Wallander (1994) might be 

wrong in their conclusions that the budget should be abandoned or gravely reworked. Thus, 

despite that some of the respondents have stated that there are certain downsides with the 

Fixed Budget, the overall opinion is positive and it does not seem as if budgets will be 

abandoned in the near future. There is a risk of finding correlation between using budgets 

and assigning a positive value caused by the pride or self-fulfillment, since it would seem 

paradoxical to implement budgets without presuming a benefit-to-cost advantage.  

5.4.6 Assessing the Budget 

 When assessing the Fixed Budgets’ functionality, the results shows that the respondents are 

only slightly positive towards using the budget as a tool for Motivation.  It is hard to draw 
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any conclusions from the results, however when comparing means, this result indicates that 

the respondent’s attitude to Motivation is worse. Chong & Law (2016) stated that incentive 

programs based on the budget did not impact job performance. And since the results for the 

budgets’ effect as a Motivational tool are not overwhelmingly positive, the results from this 

study gives some support to their findings. The attitude towards the budgets’ ability to 

function as a tool for Coordination support is higher compared to that of Motivation. 

However, this result is also hard to draw conclusions from. Regarding the budgets’ ability to 

Implement Strategy, the mean indicates that the respondents are more positive than negative 

but final conclusions cannot be made. Nonetheless, compared to the other means, the 

respondents felt more positively towards other functions of the budget than this.  

 

Considering the budgets’ ability to Calculate costs, the respondents were only slightly positive 

overall. These results might not be surprising since the budget itself is not specifically made 

for calculating costs but by comparing to previous years or product cycles, the budget can 

help to set cost caps. This result implies that when companies calculate costs they tend to 

plan ahead, by looking back and planning is often done to efficiently allocate the companies 

resources. The results show that the respondent believes the budget to work efficiently in 

this matter. This indicates that the budget aids the planning process at least to some extent. 

 

Libby & Lindsay (2010) found that in North-American companies, around 80 % exercised 

control through budgets. In this study, the results show that the overall attitude towards 

using budgets as a Control Tool is positive and the respondents believe it to work well. The 

results regarding how well budgets work as a Performance Measurement tool is not as high 

and the answers are more spread out. Performance Contract might be too direct in terms of 

control and this could be why the results are lower for this. However, the results are still 

positive which aligns with De Waal et al. (2011) that viewed the budget as a performance 

contract between upper and lower management. For the Performance Measurement to work 

there needs to be supervision, and in this study, the respondents considered the budget to 

work well as a Super Visionary tool, which further supports Shim et al. (2011). It is not that 

surprising that the budget works well as a Super Visionary tool since it should be able to 

indicate deviations to the management. This is supported by the fact that 73 % considered 

the budget to work well or very well regarding this matter. The results are reasonable 

considering that the budget should be able to show when and if the outcome deviates from 

the planned result. However, when combining these areas, it is fair to assume that overall, 
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the budget works well as a tool for Control and Supervision. However, one final notion 

should be added, these results does not conclude whether the budget operates efficiently in 

these areas or not. 

 

Many of the Fixed Budgets’ adversaries holds that the budget is not effective as Decision 

Support (De Waal et al., 2011; Groot & Selto, 2013; Fraser & Johnson, 1987; Hope & Fraser, 

2003; Wallander, 1994). Interestingly, the results from this study concludes that 73% 

respondents feel that, as decision support, the budget works well or very well. The result do 

not show whether the budget is in fact effective or not, however it shows that the 

respondents that uses budgets regards it as efficient in this area. Another area of the budget 

that has been heavily criticized, is its lack of Forecasting Ability (Wallander 1994). However, 

52 % of the respondents believes the budget to work well or very well as a tool for Forecasting. 

The mean of 5.4 clearly contradicts that budget cannot be used as a Forecasting tool. Once 

again, this might be a result of not considering the practical implementation of the budget 

but rather basing critique on its theoretical merits.   

 

5.5 Assigned Value for Entire Sample 

The implications of these results are clear, the budget is regarded as value adding to the 

companies in this sample. The relatively high mean value and the fact that merely one 

participant stated that the budget has a negative value to it, further adds to the potential 

upsides of the budget as it implies that even those who have abandoned it, still recognizes its 

value. This contradicts the adversaries of budget-abandonment (Wallander, 1994; Hope & 

Fraser, 2003a) and indicates that the budget is not on its way of being phased out in the near 

future. The results of this also aligns with what Rausch & Wall (2015) stated, that the budget 

should not be abandoned but rather slightly modified.  
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6. Final Remarks 

6.1 Conclusions 

How are Swedish private companies using the budget and is there a difference compared to public companies? 
 
96 % of the participating companies in this study are in fact using Fixed Budgets to some 

extent, 86 % of these organizations complement the Fixed Budget with other Management 

Control Tools. These numbers are higher compared to Johansson’s (2014) study which 

showed that 86 % used budget and out of these, 67 % were complementing. The most 

frequently used complement to the Fixed Budget is the Revised Budget with 66 % of the 

organizations using it. One interesting notion is the fact that the use of KPI’s differed a lot 

from 2014 with only 28 % of the companies using this, whilst in this study, 59 % of the 

companies are using it. The results also indicate that it does not take organizations that long 

to create a budget as previously thought (Hope & Fraser 2003a). Furthermore, a majority of 

the participants indicated that at least lower level management are involved in the budgeting 

process. 

How do Swedish private companies perceive the budget? 
 
Only one (1) participant assigned a negative value to the budget in its capacity to control the 

company. The mean corresponded to the anchor value “Value creating” which clearly shows 

that the organizations in this study consider the budget to be value creating. Regarding 

budgetary implications, the general view was positive and for example only a few of the 

respondents regarded the budget as too hierarchical and a creator of appropriation behaviour. 

Moreover, a majority of the respondents viewed the budget as a good tool for clarifying strategy 

and creating goals and also as essential for control. This concludes that Swedish private companies 

clearly perceives the budget helpful and valuable. 

6.2 Implications 

This study shows that private corporations are not inclined to abandon the Fixed Budget but 

is valuing its ability in several aspects. We believe that, considering the results of this study, 

the future focus should lie within developing different Management Control Tools such as 

KPI’s and the Revised Budget to be able to co-exist with the Fixed Budget since it does not 

seem likely that companies will abandon the Fixed Budget any time soon. Also, new tools 

that takes aim on reducing the shortcomings of the Fixed budget could be interesting.  
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