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Present Sense 

The Little Book of Beyond Budgeting 



The Cognitive Revolution 

Cognitive Computing 

•Adaptive 

• Interactive 

• Iterative 

•Contextual 

Cognitive Businesses ‘think’ 



Questions 

Can businesses ‘think’? 

 

How well do they think? 

 

What can we learn from our brain 

about how to think better? 



Data is superabundant 

source mkomo.com 

The unit cost of storage halves 

every 14 months (r2= 0.99+) 

$700K/gigabyte 

$0.03/gigabyte 

 c30,000,000 



But the ways we analyse it 

have not 
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Attenuation 

1:10m 

Qualities of the brain 
Act 
in a  

Purposeful way 
faced with 

Overwhelming 

levels of sensory 

input 



ACT AIM 

How the brain works? 

PERCEIVE 

Sensory Data 





How the brain actually works 

Perceptual 

Model 

<1/5 

sec  

ACT PREDICT AIM 

Prediction 

Errors 

SENSE 

Sensory 

Filter 

Sensory Data 



How businesses think 

ACT 

1 

year  

  

BUDGET 

SENSE 

81647821416849856582482185

69897619064249619769645945

1+51+940+9469098090909970

90980905905507849500919101 

DATA 

VARIANCES 



Source: The Hackett Group 2003 

TOO COSTLY                     

29% complained 

‘Many resources are 

wasted in the exercise 

and the benefits are 

dubious’ 

TOO MUCHTIME                      

71% complained 

‘The cycle time is too 

long and results are 

often obsolete by the 

time they are published’ 

 

NOT FLEXIBLE          

29% complained 

‘The annual event 

obstructs 

responsiveness to 

change’ 

POOR QUALITY               

38% complained 

‘The quality of budget 

data is compromised by 

cautious behaviour and 

fosters political agitation 

instead of 

entrepreneurship’ 

Problems with budgeting 



At what point do you expect your annual budget targets 

to become obsolete? 

Business Finance Magazine 2010 



Actions are time constrained 

I’m sorry, we have 

just finished the 

budget….come 

back next year 



Our way of analyzing data 

hasn’t changed 

Target Actual Variance les

s 

= 

Out of date 

Politically motivated 

Guess 

Flat	 Steady	Trend	

Cycles	 Breaks	 Spikes	

Noise	

+ 

NOISE SIGNAL 

COMPLEX 

DYNAMIC 

Meaning? 

Material 

Price 

Usage 

Mix 

Yield 

Profit 

Rate 

Efficiency 

Expenditure 

Capacity 

Margin Volume Overhead Labour 

Revenue Cost 

Volume 

Efficiency 

Price 

Mix 



How businesses think 

ACT FORECAST 

1 

year  

  

BUDGET 

SENSE 

81647821416849856582482185

69897619064249619769645945

1+51+940+9469098090909970

90980905905507849500919101 

DATA 

VARIANCES 



TARGET 

QUARTER 

QUARTER 

Forecasting informs decisions  

FORECAST 

That is not 

acceptable! 



…and how we perceive the 

world 



Multiple, fixed annual 

‘point targets’ 

Annual resource 

allocation 

Using forecasts to re-

budget 

Variance analysis 

From 



Flexible target setting 

Resources on demand 

Fast, frugal and fair 

forecasts 

Engage with the world 

To 



Target Setting 

Stop Start 

Ye  

budget 

 
I  Thou shalt 

II  THOU SHALT 

III  THOU SHALT 

IV  THOU SHALT 

V THOU SHALT 

VI THOU SHALT 

VII THOU SHALT 

VIII THOU SHALT 

IX THOU SHALT 

X THOU SHALT 

 

Relative Performance 

 

 

Rate Tracking 

 

 

Change Targets 

MAT	
Alarm	
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Forecasting 

Stop Start 

Ye  

budget 

 
I  Thou shalt 

II  THOU SHALT 

III  THOU SHALT 

IV  THOU SHALT 

V THOU SHALT 

VI THOU SHALT 

VII THOU SHALT 

VIII THOU SHALT 

IX THOU SHALT 

X THOU SHALT 

 

Ye  

FORECAST 

 
I  Thou shalt 

II  THOU SHALT 

III  THOU SHALT 

IV  THOU SHALT 

V THOU SHALT 

VI THOU SHALT 

VII THOU SHALT 

VIII THOU SHALT 

IX THOU SHALT 

X THOU SHALT 

 

That is not 

acceptable! 

Economic 

Relevance 

Variability Speed of 

response 

Update 

Frequency 

Forecast 

Horizon 

Revenues High High High Daily Quarter 

Labor Costs High Low Medium Twice monthly Six months 

Fuel Costs High High Medium Weekly Quarter 

Maintenance 

Spending 
Medium Medium Medium Twice monthly Six months 

Advertising 

Spending 
Medium Medium High Monthly Six months 

Aircraft Ownership 

Costs 
Medium Low Low Quarterly Year 

Airport Rates and 

Charges 
Medium Medium Low Weekly Six months 

Other Operating Medium Medium Medium Twice monthly Quarter 



Managing information 

Stop Start 

Year	2		
Plan	

Year	3		
Plan	

Actual	
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Period	

Actual	and	Planned	MAT	Revenue	

Dynamic 

-3.0	

-2.0	

-1.0	

0.0	

1.0	

2.0	

3.0	

1	 2	 3	 4	 5	 6	 7	 8	 9	 10	

Control	Chart	

Filtered 

Evidence Hypothesis Engaged 

Static 

Summarised 

Passive 



Why is this important? 

It will help our businesses be more 

successful 

 

It makes work fun! 



Thank you 

Dr Steve Morlidge 

+44 7710 377386 

steve.morlidge@satoripartners.co.uk 


