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[bookmark: _Toc48595176]Introduction
Management accounting or MA is used by managers to support business decision making. It helps management in evaluating effectiveness of both non-financial and financial terms of business. MA act as basis for preparing budget in commercial business. This study includes analysing role of budgeting in optimal decision making in changing business environment such as current pandemic situation.   
[bookmark: _Toc48595177]Critically analysing role of budgeting in optimal decision making
Budgeting helps business in making forward-moving decision in competitive business environment. Budgeting can be taken place on an organisational or departmental basis depending upon company structure. An organisation can also support pricing decision for its product by taking budgeted expenditure as base (Ostaev et al. 2019). However, it is the work of manager to set budget appropriately for maximising profit of business. Say for an example, manager is required to analyse past performance of business for setting current budget and future business objectives. Thus, manager is require to analyse sales, resources and marketing needs of business for setting budgets. It means that a budget can fulfil its role only when it is prepared appropriately.      
[bookmark: _Toc48595178]Budgeting
Budgeting is financial activity which helps business in aching pre-determined goals. Company uses budget for allocation of resources in subunits (Church et al. 2019). For instance, current pandemic situation has vast impact on business environment that may have impact upon expenses and revenue of business.  For instance, key items of budget includes expenses needed in business and resource requirements. Changes in business environment may create fluctuation over resource prices and resource requirements. So, changes can be taken place in budget plan. It shows that changing business environment has considerable impact on budget plan of business.    
[bookmark: _Toc48595179]Budgeting types
Budgeting aims to provide appropriate assistance to company in allocation of resources. There are mainly two types of budgets used by organisation such as static budgeting and dynamic budgeting. Static budgeting incorporates proportion of output and input which are conceived before or beginning of financial period. A static budget remains unchanged even if business activity or business environment change (Rogulenko et al. 2016). Whereas, dynamic budgeting is budgeting approach that analysis variable costing more flexibly. In this approach, resources based upon real volume of activity changes as compared to the estimates (Weetman, 2011). Thus, it can be said that dynamics budget is strategic approach of MA that considers changing business requirements and business environment in budget preparation. However, adoption of budgeting technique depends upon nature of business. Entrepreneurial elements like revenue, expenses and key resources play important role in adoption of budgeting type.       
[bookmark: _Toc48595180]Impact of budget in manager’s decision making 
Budgeting helps management in efficient future planning by enforcing growth in performance. Budgeting is useful for manager for conducting operating planning and performance evaluation (Arnold and Artz, 2019). For instance, technology company Samsung uses budgetary control in management for dealing with current pandemic situation. So, any changes in resource cost, labour cost and technology acquisition cost has direct effect on budget of business. Consequently, manager of company needs to make short term business decision as per current business expenses and revenue position. 
[bookmark: _Toc48595181]Most suitable budget for changing environment 
An organisation musty opt for such budgeting system which suits current needs of business. So, the company must choose for a dynamic budget as it helps the venture in altering budget plan as per internal and external factors affecting business operation.  For instance, dynamic budgeting includes setting expenses and resource requirements of business as per current environment and needs. It makes dynamic budgeting more reliable for contemporary business.  Many firms have adopted a more flexible and complex organisational structure as per hypercompetitive and technological advancement (Frow et al. 2010). For instance, Samsung uses dynamic budgeting in business for working in current pandemic situation. It has been found that sales of Samsung electronics have been declined in second quarter of 2020 (samsung.com, 2020). However, an increment has been found in sale of laptops. So, the company uses dynamic budgeting as short term decision making and strategic tool for managing financial and non-financial resources. 

[bookmark: _Toc48595182]Use of budget by manager in continually changing environment.
Business environment is constantly changing due to rising in competition and technological advancement. Moreover, the current pandemic situation also has significant contribution in changing business environment (Asogwa and Etim, 2017). So, it is the role of manager to use appropriate budgeting technique as short and long term decision-making tool. For instance, Samsung uses a dynamic budget for managing financial resources, achieving planned objective and sound allocation of resources. Similarly, an organisation can opt for dynamic budget for boosting sales and growth at the time of technological changes, regulation changes and business expansion. 
[bookmark: _Toc48595183]Pros and cons of a static and dynamic budget for changing business environment 
Static Budget budgets are those budget which does not change as per changing business requirement. Implication of this budgeting technique for dealing with changing business environment would help business in gaining higher earnings and growth. However, the approach may lead to create unfavourable variance in performance and allocation of additional funds is strict in this method.  
	Practical Application of Static Budget

	Entity: Samsung

	Items (Activity level)
	Balance 

	Revenue from Customers [10 million]
	 £                         150,000,000 

	{-}- Cost for Direct expenses
	 £                           20,000,000 

	{-}- Cost for indirect expenses
	 £                           70,000,000 

	Budgeted Profit for company
	 £                           60,000,000 


Static budget can be analysed with help of above table by taking Samsung Company as an example. It shows budgetary control for Samsung with fixed level of resources even when business requirements and changes due to changing business environment.
Dynamic budget is efficient for organisation in short and long term decision making of company as it considers changing business needs in budget plan. Dynamic budgeting is useful for business for employing irregular seasonal expenses in budget (Weigel and Hiebl, 2018). It enhances strategic decision making of managers by considering current business environment. But, the approach is an expensive time-consuming. Company like Samsung uses this technique for meeting business needs.
	Practical Application of  Flexible Budget 

	Entity: Samsung

	Items (Activity level)
	20 million customers (Balance)
	40 million customers (Balance)
	60 million customers (Balance)

	Revenue from Customers
	 £   20,000,000 
	 £   40,000,000 
	 £    60,000,000 

	{-}- Cost for Direct expenses
	 £   6,000,000 
	 £      8,000,000 
	 £   10,000,000 

	{-}- Cost for indirect expenses
	 £       9,000,000 
	 £   12,000,000 
	 £    15,000,000 

	Budgeted Profit for company
	 £       5,000,000 
	 £   20,000,000 
	 £    35,000,000 


From the above table, it can be seen that company can make suitable arrangements in budget plan as per its requirements in dynamic budget. An example of Samsung Company has been taken for illustrating dynamic budget of three different years as per changes in proportion of customers. It shows that flexible budgeting can be made by company as per current needs ad operations of business instead of past performance. 
[bookmark: _Toc48595184]Types of budget system 
Budgetary system is used within an organisation for maintaining sound arrangements for financial and non-financial resources. A company can use static budgetary control system or dynamic budgetary control system in management. However, adoption of budgetary system depends upon business needs and changing business environment. For instance, usage of suitable budgeting approach as per nature of business (static or dynamic) help the company in setting achievable sales targets, expense target and timeframe for completion of operation. 
[bookmark: _Toc48595185]Participative budget
Budgeting is planning and controlling mechanism of business organisation. It services multiple purposed of firm that includes planning, forecasting and operating business activities (Pervan and Dropulić, 2019). Budgeting is useful for gaining insight to financial health of business. It includes variance analysis of business for analysing performance of staff members as well as managers.  Participative budgeting helps in determining the performance of business by reviewing capabilities of staff members (Libby, 1999).  This budgeting approach is efficient for motivating and boosting morale of employees.
Moreover, it influences employees to achieve standard performance in business. Utilisation of such budgeting process in changing business environment helps business in coping with changing business policies and technological advancement. Even, this budgetary system is useful for dealing with customers' needs in current situation of pandemic.        
[bookmark: _Toc48595186]Use of participative budget for decision making in current changing environment 
Appropriate budgets setting helps in improving performance of business and staff members. Budgeting technique like participative budget is used in business for considering perspectives of staff in budget setting. The approach is useful decision making in current changing environment as it allows the company to make alternation in budget after considering internal and external factors affecting the business (Byrne and Damon, 2008). Current situation of pandemic has ample influence over business environment. For instance, a company needs to consider staff satisfaction, employee health & safety and accountability of staff in budgeting making as per participative method. It help the business in getting good quality work in less time by staff members. So, a company can gain higher profitability and success by use of participative budget in contemporary business environment. 
[bookmark: _Toc48595187]Pros and cons of participative budget for decision making in current changing environment 
Usage of participate budget is useful for changing business environment as it improves resource allocation abilities and collaboration of staff members. Moreover, the approach helps the business in setting business goals in changing business environment. However, participative budget is only efficient for lower-level management and solely focuses only on easily achievable targets.  The current changing environment, such as changes in business environment due current pandemic situation requires quick decision making by a manager, which may be challenging to participate budgeting.
[bookmark: _Toc48595188]Conclusion 
Budgeting plays a vital role in achievement of organisational goals. A manager uses appropriate budgeting technique to cope with current needs of business in changing business environment. Changes in business environment take place due to the evolving policies, regulations and technical advancement. Current pandemic situation can also be assessed as an integral factor affecting business environment that influences budgeting technique of businesses.   
[bookmark: _Toc48595189]
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