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Abstract

Money is an important tool for variety engineering in organisations: the application of financial resources helps amplify variety; its withdrawal attenuates.

Conventional approaches to the management of financial resource rely heavily on the concept of budgeting. Since budgeting imposes closure (in time) on an open system and requires that many regulatory acts be carried out on predetermined (annual) cycle it demonstrably does not have requisite variety, particularly in the current turbulent business climate and when faced with demanding (low variety) goals imposed by stakeholders. A cybernetic analysis of this situation postulate that this lack of requisite variety could manifest itself as underperformance, the loss of autonomy or attempts to restore the variety balance by unregulated, and perhaps dishonest, means.

The practice of annual budgeting has not, however, been seriously challenged by systems theorists or practitioners. Stafford Beer himself recognised the cybernetic flaws in conventional practice but left few clues about how to design and operate a cybernetically sound practice.

This paper sets out how the cybernetic regulation of the flow of financial resources might be incorporated into the framework provided by the Viable Systems Model and what the implications of this might be for the diagnosis and design of systems in practice.

Steve Morlidge

Qualifications
· 2004 commenced PhD – Hull University

· 1980 qualified Chartered Institute of Management Accountants 
· 1978 BA (Hons) Durham University

Practical Experience:

· 2006 Associate Director of Beyond Budgeting Round Table

· 2006 Founding Director of Satori Partners Ltd (Consulting)
· 2002- 2006 Unilever PLC - leader of global change project (Dynamic Performance Management)

· 2002 – Member of Unilever Finance Strategy Team, Founder member of Unilever’s Finance Academy

· 2000-2001 Leader of Unilever UK/Bestfoods Integration team

· 1992 – 2000 Financial Controller of Brooke Bond Foods and after merger, Van den Bergh Foods Ltd ($1 billion turnover)

· 1978 – 1992 Unilever - various financial roles

Other Experience

· Founder member of Beyond Budgeting Round Table 1998

· Chairman BBRT 2001 – 2006. 

· Contributor to various publications including Hope, ‘Beyond Budgeting: how managers can break free from the Annual Performance trap’ HBS Press 2003, Hope, ‘Re-inventing the CFO’ HBS Press 2006, Read, ‘Creating Value in a Regulated World, Wiley 2006.
· Extensive experience in speaking, public and in house, in support of BB ideas

· Internal Unilever publications supporting DPM, and Financial Forecasting
· Associated with SCIO (Systems and Cybernetics in Organisations) Metaphorum and Control Charting Group

· Currently book on  forecasting – anticipated publication Spring 2009. 
