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1. Introduction
     Time and money are very important for a business, but efficiently to use them, it needs planning. However just planning is not sufficient. It also needs control to assure that a plan is carried out. A budget is a tool used by managers for planning and control.  Also it shows the company’s objectives and how the management will use the resources to acquire its objectives.
     This essay will discuss the meaning of budgeting process and will analyze the three types of budgets: participative, static and flexible budget. For a better understanding it will study how it is used in a real business, in this case for Huawei company. 
2. Budgeting process
     The budgeting process involves planning for future company’s profitability. A budget shows the operating plans for long and short terms, formalize the management’s plans in quantitative terms and forces management levels to think ahead, to anticipate the results and some actions, avoiding bad results and can motivate employees to achieve next goals.
     The traditional budgets are based mainly on annual reports and linked to the prediction of specific financial metrics for the assessment of the performance of the autonomous business units and managers (Drury, 2001; Garrison et al., 2012; Kemp and Dunbar, 2003). Budgeting is also related to plans that are described as designing the desired future and successful ways to achieve it (Ostergren & Stensaker, 2011; Ackoff, 1981). Drury (2001) states that budgets are either known as detailed planning or currency units plan. Strategic concepts are translated into comprehensible practical acts in budgets (Hanninen, 2013).
     Managers usually consider that the budget is wasteful and ineffective, given the fact that most respondents measure the amount of money only when they budget. Even though, according to Lidia (2014), one of the most common management methods is budgeting. Budgets are often criticized quite much for being inefficient and time consuming (Libby and Lindsay, 2010; Schmidt, 1992). Prendergast (2000) said that the budgeting process takes a lot of uncertainty that requires a lot of management time.
      Budgeting and planning practices face dramatic changes in the modern business world. The traditional annual budgets used for monitoring purposes are criticized for their limitations and are often replaced by more flexible systems that are aimed for increasing performance. The explanation for this trend is that conventional budgets are not versatile because they cannot reflect a valid performance assessment method. The inflexibility in the face of changes in the market climate is one of the most important drawbacks of the traditional budget. While Hope and Fraser (2003) have highlighted the increasing unpredictability of the company environment, 2008 financial crisis has intensified problems linked to rapid changes within the financial context. 
3. Participative budget
     Participative budgeting is a mechanism in which employees participate actively in the budgeting process. This budgeting appears to have more realistic budgets than budgets enforced by a senior management team, where there is far less participation of employees. 
    The following will state why is important to implement a participative budget, but also what minuses it has.
     Firstly, the exchange of knowledge between departmental and senior management is one of the advantages of participative budgeting. Secondly, if the workers engage in the planning of the budget, they take part in the budgeting process. This gives them a sense of pride as the senior management takes their ideas into account. Third, objective consistency is the alignment between the goals of the employee and the overall objectives of the company. The management and the staff must set goals in the same direction to build a budget that is achievable for business.
     Discussing the minuses of participative budget is typically constrained by time relative to a budget imposed. When budget planning starts from the bottom of the department to the top, too much interference can occur which can delay the process. When no compromise is reached, the management will have to decide eventually, that means the employees will have to accept a decision.
     The second constraint is a loose budget. Staff will overestimate the expense or underestimate revenue forecasts to their benefit in order to exploit the budget. This means that in the next financial year, the subordinate managers will set targets that they will certainly achieve and even exceed.

4. Static budget
     The budget is unchanged and does not adjust with changes in the level of operation. A static budget model is especially useful if a business has very stable revenue and spending that do not change dramatically over the budgetary period, for instance in a monopoly situation. In more dynamic environments with substantial shifts in operating performance, a static budget can be impeded, as real results are comparable to an irrelevant budget (Bragg, 2019).
5. Flexible budget
    A flexible budget changes to adapt the amount of real income. The flexible budget is entered into the real sales or other operation metrics after an accounting period and produces an input-specific budget. 
     The advantages of flexible budget is the use in variable cost environment, most of all is useful for businesses where the cost are appropriate to the level of business activity, like in retail business. Then it is a good tool to evaluate the manager’s performance. Flexible budget is used more easily when it needs to update a budget when the revenue or the activity have not been finished yet.
     Even if flexible budget is an excellent tool to resolve many difficulties than the static budget, it has a number of situations causing issues. It is difficult to formulate and administrate, because many costs are not fully variable. In contrast with financial statements, a flexible budget cannot be loaded through the accounting program. Here the revenue cannot be compared, since this model is designed to compare the actual to expected expenses, not the revenue and at the last its applicability. Not every company needs this budgeting process. They have few variable costs that there is no advantage for them in planning a flexible budget (Bragg, 2019). 
6. Static versus Flexible budget
     A static budget is planned in advance. Static budgets are usually predicted one year ahead, divided into smaller periods of reporting, including months and quarters.
     The lack of real data to create a budget is a big drawback for new businesses. If the real information is substantially different from the static estimate, there is no way to adjust the estimate or to decide whether the expense of producing the revenue has been adequately handled. 
      Flexible budgeting is a more advanced method than the static one, as in the middle of the reporting period the budget can be modified. Nonetheless, it can have lack of time, experience or ability to periodically change the budget. Even, an unexpected volume shift, for which the manager does not know what to prepare, may have unexpected consequences. Flexible budgets require detailed knowledge of the fixed or variable costs and the degree to which spending is influenced by revenue adjustments.
7. Budgeting process at Huawei
      Budgets at Huawei are drawn up in such a way that growth is promoted and budget allocation is aligned with the strategy of the organization. The planning and budgeting task, in particular, is guiding and the accounting is used to assess and supervise the execution of budgets and plans.
     Two methods of budgeting are available at Huawei. For corporate divisions responsible for expansion. Technical departments are other departments. They have set expenditures and tightly regulated their entire budgets. The corporation approaches budgeting from the ground up for business functions and from the top down for functional services.
     All Huawei budgets are flexible, including the overall budget of the organization and the budget of each department. This versatility means that local teams can add more capital after their company has expanded.
     Accordingly, management change is a significant predictor. The budgeting and accounting policies at Huawei are similar. This rule is often used for accounting if a similar rule is used for budgeting. In terms of reward fee crossing, Huawei focuses more on the main points. The aim is to reduce internal transaction costs.
8. Conclusion
    In conclusion, this study explains the importance of budgeting processes in a continuously changing environment. It analyzes the types of budgets in a business activity, like participative, static or flexible budget, depending as well on the nature of the business. Nowadays, businesses are moving into a new technology era, where the traditional budgeting is more and more criticized for its limitations, choosing new modern methods. For a better understanding of the budget process in a business was chose for study the Huawei organization, a technology company as well using budgeting and it was analyzed the method they are using for their budgeting management.
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