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ABSTRACT 

Organizations have to compete in order to be a part in the development process. They have to be 

flexible according to changes in the environment and adapt them in order to improve their status. 

Budget is an important process in an organization since it consumes a lot of resource and time from 

organization. This study aims to investigate whether Business Intelligence has any effect on the 

budgeting process in organizations. The findings show that Business Intelligence acts as a support 

system to make decisions regarding the budget process and acts as a contributing factor to why 

many organizations have not abandoned the budget process. The findings also show that Business 

does affect the budgeting process. The effects that have been found through this study are increased 

adaptability, time savings, improved decision making, flexibility which can be related to the 

ongoing budget debate. 
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1 INTRODUCTION 

Business Intelligence systems combine both data and analytical tools to present complex and 

competitive information to decision makers. Business Intelligence helps to improve the quality of 

inputs in the decision-making process. They help the users to make decisions faster and better. 

Budgeting process is a keystone in Management Accounting (Ekholm & Wallin, 2000; Hansen, 

Otley & Van der Stede 2003; Libby & Lindsay, 2010). There are many critics relating the budget 

process since it is a time-consuming process and it cannot adapt to the changes quickly and 

becomes outdated easily. Budgets are not abandoned but rather improved to avoid some criticisms 

related to it. (Libby & Lindsay, 2010). Budgets are always useful to organizations if used correctly, 

because it creates more value to the organization. Business Intelligence is a concept widely used 

industries nowadays. They act as a support system to make decisions and handle data in an effective 

manner (Negash & Gray, 2008; Chaudhuri, Dayal & Narasayya 2011). According to Dedić N. & 

Stanier C. (2016) Business Intelligence is defined as “the set of strategies, 

processes, applications, data, products, technologies and technical architectures which are used to 

support the collection, analysis, presentation and dissemination of business information”.  
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Despite several criticisms towards the budget, the organization include the budget to increase 

efficiency by using the concept of Business Intelligence. Thus, it makes organizations more 

competitive through easy decision making process. (Chou, Tripuramallu & Chou 2005; De Leon, 

Rafferty & Herschel 2012; Negash & Gray, 2008). 

1.2 PROBLEM DISCUSSION 

Organizations have to depend on information technology to stay competitive and it is important 

that accountants have access to it and should understand how to handle the information technology 

tools (Augusto Casas, 2008). According to Orlando (2009), the budgeting process is surrounded 

by people, processes, and tools used in the budgeting process, which are dependent on each other. 

Orlando (2009) feels that there are some difficulties in the budget process, since there is difficulty 

in using spreadsheets to handle large amount of data. Studies show that organizations don’t 

abandon their budgeting but increasingly use Business Intelligence. So, it was a necessity to 

investigate whether there is a correlation between the fact why organizations don’t abandon budget 

and the increasing use of Business Intelligence. 

1.3 RESEARCH QUESTION 

The problem discussion above leads to the research question: 

 What is the correlation between Business Intelligence and budgeting process in the context 

of ongoing business debate? 

To be able to answer the research question the following questions have to be answered: 

 How organizations use Business Intelligence in their budgeting process? 

 What are the outcomes of using Business Intelligence in the budgeting process? 

 

2 LITERATURE REVIEW 

2.1 THE BUDGETING PROCESS 

The budgeting process clarifies the directions that an organization wants to achieve through 

financial planning (Merchant & Van der Stede, 2012). According to Bunce, Fraser and Woodcock 

(1995), the budgeting process begins with management setting forecasts, objectives and limitations 

for the costs. The budgeting process can be divided into three phases that includes budget creation, 

budget follow up and budget analysis (Ax, Johansson & Kullvén, 2009; Merchant & Van der Stede, 

2012). Budgeting process is influenced by both external and internal processes.; external factors 

are the economic environment and internal factors are organizational culture and human behavior 

(Senge, 1988).   

2.2 TRADITIONAL BUDGETING 

Traditional budget is also called as fixed budget. The main aim of the budget is to achieve the 

organizations objective (Anthony & Govindarajan, 2007). As mentioned above, the budgeting 

process can be divided in 3 phases. Budget creation is the development of the budget. According 
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to Ax, Johansson and Kullvén (2009), the basis for budget can be estimates of future revenue or 

future costs whereas Lagerstedt and Tjerneld (1991) state that sales statistics are the basis for 

budget. Budget follow up compares the current budget with actual outcomes. Budget analysis 

provides knowledge from the execution of budgets for future. Budgeting process can be considered 

as a negotiation between managers and other divisions on the basis of cost and revenues Anthony 

and Govindarajan (2007), budgets help in faster decision making along with increased performance 

of employees. Orlando (2009) believes that information technology has an effect on the budgeting 

process, because information technology reduces the frustration in the planning process to a greater 

extent. The planning process used spreadsheet to feed data which is a time consuming and complex 

process, which leads to errors.  

2.3 ROLLING FORECASTS 

Forecasts contain a detailed plan that is easy to work with and provides management with a current 

comprehension of the future of organization and its position. The advantage of rolling forecasts is 

that they are flexible than the traditional budgets and they don’t have strict and periodic follow ups 

(Anthony & Govindarajan, 2007). With the forecasts, it is easy to follow up the organizations 

development with continuous updates. The only disadvantage with rolling forecasts is that it can 

be uncertain since the forecasts change often. 

2.4 CRITICISM OF THE BUDGETS 

There are many researchers who criticize budgets although they are not abandoned since they add 

some value to the organization (Libby & Lindsay, 2010). Author Wallander(1999) criticized the 

budget as an “unnecessary evil”.Wallander (1999) and Hansen, Otley and Van der Stede (2003) 

argue that budgeting process makes the organizations more centralized and bureaucratic which 

makes them irresponsive to the changes in the environment, hence they become outdated quickly. 

Some of the disadvantages of budget considered by authors Hansen, Otley and Van der Stede 

(2003) & Hope and Fraser (2003) are, it is a time-consuming process and never fits with the 

strategic objectives, focus on cost reduction rather than value creation. 

2.5 BUSINESS INTELLIGENCE 

Business Intelligence acts as a decision support system to faster decision making (Davenport, 2010; 

Shollo & Kautz, 2010). Shollo and Kautz’s (2010) states that Business Intelligence is a continuous 

process which gathers and stores data which gets transformed into information and later to 

knowledge that can be used in the decision-making process.

 

Business Intelligence as a continuous process (Source: Shollo & Kautz, 2010). 

Davenport (2010) uses a 4-step process to find the link between information and how it is used in 

the decision-making process. Step 1. Decide how the information can be used in the decision- 
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making process. Step 2. The organization has to develop and provide information needed for the 

process. Step 3. Designing the decision process. Step 4. To make sure that information is used in 

the actual decision making process by the decision makers involved. 

2.6 LINK BETWEEN BUSINESS INTELLIGENCE AND THE BUDGETING PROCESS 

Business intelligence provides access to data and the possibility to extract it, but the user must be 

knowledgeable to interpret the data (Negash & Gray, 2008). They also mean that in order to achieve 

efficiency the Business Intelligence has to be structured properly. Business Intelligence increases 

the organization`s competitiveness by gathering data and using it to make tactical and strategic 

decisions. But it requires proper knowledge to interpret data in a correct manner (Negash & Gray, 

2008). Clark, Jones and Armstrong (2007), feel that organizations can increase their revenue by 

reducing cost by using Business Intelligence. They also mean that using Business Intelligence in a 

correct way increases the performance and efficiency of the organization. Last but not the least 

they argue that it is important to use Business Intelligence in an effective manner in the organization 

to get advantages like high performance and revenues with increased efficiency that are possible 

by implementing Business Intelligence in the budgeting process. 

 

3 METHODOLOGY  

3.1 CHOICE OF ORGANIZATION: 

3.1.1 IKEA Components 

It is a part of IKEA group and was established in 1986 under the name “Modul Service”. They 

develop furniture components and raw materials for IKEA. They also provide purchase and sale of 

raw materials and the development purchase, distribution and sales of furniture components. 

3.1.2 Choice of respondent 

Interview was conducted with an employee at IKEA components who works in a division where 

Business Intelligence is employed. His name is not addressed in this study since he wished to retain 

anonymity. He worked at IKEA components for 11 years. IKEA components uses IBM Cognos 

system which is the largest vendor on the Business Intelligence market.  

 

4 EMPIRICAL DATA 

4.1 IKEA Components 

The result from the interview with an employee from IKEA components is presented below. 

4.1.1 How Business Intelligence is used in the Budgeting process of IKEA Components? 

IKEA components ignored the traditional budgeting process, since they get updated with rolling 

forecasts every two months and totally they have 6 updates of rolling forecast per year. This does 

not cause any larger changes and is also flexible and reduces the work load to a considerable extent 
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when compared to a traditional budgeting process. The accounting begins in September and 6 

forecasts are conducted for the year. IKEA components implemented Business Intelligence 

solution, Cognos in the year 2006. It was mainly used for forecasting, budgeting and for report 

building. Data for analysis was sent to the Cognos to build report such as income statements. Nearly 

30-40 employees work in the budgeting process in IKEA components and the number of employees 

affect the budgeting process one way or the other. IKEA uses Business Intelligence since it is more 

efficient and saves time and reduces the number of errors when compared to the traditional 

budgeting process. The reports can be built on the basis of data stored in the data warehouse 

(personal communication with IKEA employee). 

4.1.2 What are the outcomes of using Business Intelligence in the Budgeting process? 

For IKEA components, traditional budget was a time-consuming process, hence they implemented 

Business Intelligence solution Cognos which effectives saves time and adapts to changes and helps 

in quicker decision making.one big advantages of using business Business Intelligence is that it has 

only one version that gets updated in the same format for all users and thereby it reduces confusion 

of knowing the latest updated version. They feel that it is flexible and easy to use and can easily 

adapt to changes and also makes the decision process easier if the Business Intelligence is used 

correctly in the budgeting process. To create a report, the users should possess some knowledge 

about how to use to use Business Intelligence in a correct way to avoid mistakes in the report, 

otherwise it may lead to faulty decisions. IKEA components also mean that the Business 

Intelligence solution should be user friendly in order to avoid too many useless reports for the 

organization. This in turn may cause information overload. As a result, in the latest version 

Business Intelligence has removed some of the previous features that were included in the earlier 

versions to avoid the problem of information overload. They strengthen the knowledge of Business 

Intelligence by having a separate business intelligence division in their organization with 4 peoples 

acting as a supporting and developing team. 

4.2 SUMMARY OF EMPIRICAL DATA 

 

OVERVIEW 

 

IKEA COMPONENTS 

 

Budget method 

 

Rolling Forecast 

 

Business Intelligence solution 

 

IBM Cognos business intelligence 

 

Budgeting tool in Business Intelligence 

 

IBM Cognos planning 

 

Tools in the Budgeting process 

 

Since they started to use Cognos planning it has 

become the most common tool but excel is still 

used. 
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How Business Intelligence is applied in the Budgeting process? 

 

Extract data 

 

To extract data from the warehouse and use it to create reports and 

do analysis with business intelligence as a basis for budgeting 

process. 

 

 

What are the outcomes of using Business Intelligence in the Budgeting process? 

 

Time Saving 

 

Even though, they use rolling forecasts, they still believe that 

business intelligence has impact on the time savings as well. 

 

 

Adaptability 

 

IKEA components use a combination of both rolling forecasts and 

Business Intelligence for increased adaptability. 

 

 

Flexibility 

 

The shift from traditional budgeting to rolling forecasts and 

business Intelligence has increased the flexibility. 

 

 

Decision Making 

 

Business Intelligence opens up the possibility to drill down into 

data and achieve more  

correct data which makes decision making more substantial and 

improved. 

 

 

5 ANALYSIS 

5.1 How do the organizations use Business Intelligence in the Budgeting process? 

Traditional budget is the most commonly used method in the budgeting process. But with Business 

Intelligence the tools implemented varies from one company to another. IKEA components use a 

planning tool in their budgeting process called as Cognos planning. According to Yeoh and 

Koronios (2010) Business Intelligence requires lot of resources for it to be implemented. Even 

though, if some organizations don’t use planning tool in their business intelligence solution, they 

indirectly use data that is extracted from it for the budgeting process. 

Many organizations find Business Intelligence as a useful tool in the budgeting process since it 

extracts data that is valuable and hard to access. Ax, Johansson and Kullvén (2009) discuss that 

there is a need for control in the budget process in terms of cost and time frame to achieve the 

objectives and results that are set by the organization. 
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5.2 What are the outcomes of using Business Intelligence in the Budgeting process? 

According to (Negash & Gray, 2008) Business Intelligence is a complex process and it requires 

knowledge to use Business Intelligence in a correct way, because it uses lot of time and resources 

to learn. Improper knowledge about Business Intelligence will lead to faulty analysis from the 

report and it has the risk to affect the entire organization. The budgeting process can lead to higher 

efficiency by the implementation of Business Intelligence (De Leon, Rafferty & Herschel, 2012). 

5.3 Time savings 

One of the main critic towards the traditional budgeting is that it is time consuming (Hansen, Otley 

& Van der Stede 2003; Hope & Fraser, 2003). On the other hand, authors Negash and Gray (2008) 

state that using Business Intelligence in the budgeting process saves time and also makes it clear 

by using a Business Intelligence planning tool.  

5.4 Adaptability 

According to critic made by (Wallander, 1999) traditional budgeting process is not flexible and 

cannot easily adapt to changes. But IKEA components experienced adaptability after implementing 

Business Intelligence in their budgeting process. They also use rolling forecasts to make the 

budgets more adaptable. However, it would be wrong to say that only Business Intelligence is the 

reason for this effect. Related to the ongoing budget debate, the budget is called an “unnecessary 

evil” (Wallander, 1999) and this founding interpret that rolling forecasts can be a better decision to 

use since it increases the adaptability.   

5.5 Flexibility 

Anthony and Govindarajan (2007) argue that the advantages of using rolling forecasts in Business 

Intelligence over traditional budgeting process is that it can be flexible. Flexibility can be increased 

by combining budget with Business Intelligence which has a positive effect on the budgeting 

process. This correlates to Negash and Gray (2008) who also mean that the entire budgeting process 

is able to be more flexible with Business Intelligence. 

5.6 Decision making 

According to Orlando (2009), the traditional budgeting process uses spreadsheets which is difficult 

to handle when using large amount of data. But after the implementation of Business Intelligence 

the budgeting process becomes easier to use and reduces the occurrence of errors. IKEA 

components experienced a improvement in their budgeting process after using Business 

Intelligence. Despite criticisms, budgeting has a positive impact on data since it is correct and 

improves the decision-making process. Thus, from the result of analysis, we conclude saying that 

Business Intelligence is a powerful tool which can be used to find intelligent answers to several 

questions when handled with proper knowledge to interpret the obtained information. 

A frustration that IKEA components experienced was that, the excel spreadsheets can’t answer to 

“what if” questions. Whereas with the use of Business Intelligence in the budgeting process it was 

possible to get an answer to why something has happened. This improves the budgeting process. 
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Business Intelligence makes the decision making more substantial and improved (Shollo & Kautz, 

2010). 

6 CONCLUSION 

The purpose of this theory was to find whether Business Intelligence has any effect on the 

budgeting process and whether Business Intelligence was the reason behind companies not 

abandoned their budget. We conclude saying that Business Intelligence has provided all the 

answers for the criticisms on budgeting process that has been made by several authors. As a result 

of this study, it is clear that Business Intelligence has a positive impact on the budgeting process. 

We discussed several effects like knowledge, time savings, adaptability, increased flexibility, 

improved decision making were the reason behind why organizations did not abandon the budget.  

 

6.1 FUTURE RESEARCH 

This study investigates the relationship between budgeting process and Business Intelligence and 

to be able to draw more general conclusion, we suggest the following suggestions for further 

research. 

 A qualitative study can be conducted with the same research question to embrace a larger 

scope and to find a more general solution by investing more organizations. 

 A qualitative study with organizations under same type of industry can be interesting to 

conduct in order to increase the comparability between organizations. 

 A similar study with same research questions, but with respondents who are higher in the 

hierarchy of organization. This is done to establish whether the result of this study is 

representative for the whole group. 
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