ASSESSMENT TITLE: ASSESSMENT 1
MODULE NAME: MANAGEMENT ACCOUNTING
MODULE CODE: LCBB5002
MODULE LECTURER: Winifred Soribe STUDENT NAME: Maria Taleva
STUDENT ID: 1812411

















[bookmark: _GoBack]

Table of Contents
Introduction:	2
Part A	2
What is Budgeting	2
Budgeting and Decision making:	3
Budgeting and Changing Environment:	3
Real Life Example	4
Part B:	4
What types of budgeting systems do we have?	4
What is Participative budgeting?	4
How does it support decision making in changing environments?	4
Pros and Cons of an argument.	5
Conclusion:	5
Reference	6














[bookmark: _Toc49192175]Introduction:
The rapid increase in technology in this era, has encouraged companies for converting into the digital platform. To increase the profitability of these companies, real-time decision making and planning is required. In this essay, certain important topics will be included to maintain the budgeting of a company. It includes critically assessing the advantages and disadvantages of various budgeting styles. Following this, it will also discuss identifying critical links between budgeting and short-term decision making. This essay will also critically access the impact of changing environments on budgeting styles. Finally, this essay will evaluate the merits and demerits of participatory budgeting and its implication on business performance. 
[bookmark: _Toc49192176]Part A
[bookmark: _Toc49192177]What is Budgeting
Budgeting is an important criterion that should be taken care of during the construction of a business plan. All the investments and profits earned by the company and how the company is investing further, all are included in budgeting. There are various types of budgeting involved in a business. Because it is flexible, so we can make changes in it during strategic planning (O'Brien, 2019). Depending upon some criteria such as objectives, strategies, measures, and targets, a budget can be planned. 
There are various types of budgets involved in the business plan. Some of them are:
1. Incremental Budget: 
In this type of budget, the previous year budget is taken and some addition or subtraction is made. This is a kind of fixed budget and hardly any changes are made during the business. 
0. Activity-based Budget:
In this type of budget, it follows a top-down budgeting approach. Depending upon the outputs, it determines the inputs required to carry out the entire operation. Before making this type of budget, a company usually makes sure of all the activities to be taken place.
0. Value proposition Budget:
In this type of budget, several measures have to be taken care of to avoid unnecessary expenditures during the business. These measures can be related to whether the item creates value for the customers, whether it is necessary to include an amount in a business, and whether the value of the item is outweighing the cost.
0. Zero-based Budget:
In this type of budget, all the amount of the business expenditure and investments are assumed to be 0 and everything is rebuilt from scratch. In this way, a manager can justify every single expedition that is made during the business.
0. Cash Budget:
In this type of budget, it works with the operating and capital budgets to track and manage the cash flow effectively. It also checks whether additional cash is required in the business and also, whether there is excess capital or not.
0. Static Budget:
In this type of budget, once a budget is prepared during a business plan, it will not change in any circumstances, depending upon the changes in the assumptions or change in activities. 
0. Flexible Budget:
In this type of budget, once a budget is made, it can be changed or adjusted, depending upon the change in the activities or assumptions. It is more preferred and is useful than that of the static budget.
[bookmark: _Toc49192178]Budgeting and Decision making:
To make a business successful, it is required to make a good budget. This will help a business to grow and along with it, with a good decision-making strategy, it will be beneficial for the business to move forward and grow. The first step in decision making is to make use of the available fund. In this, the business organization must check the current financial condition. Depending upon the funds that are currently available, they should move forward to plan on investing money on some new technology or making the necessary expenditure (Nakaoka, 2018). An idea can be framed depending upon the current condition of the company and where it is standing. With the help of this idea, a decision can be taken on whether to invest in the long-term or short-term projects (Mazouni, 2017). With the help of budgeting, it can track the day to day operational expenses in a company. Financing, the day-day expenses, will help the company to decide whether it has enough profits to spread its branches to other parts of the world or not. 

[bookmark: _Toc49192179]Budgeting and Changing Environment:
Often it is confusing for the managers to predict whether the budgeting and changing environment of a business is interchangeable or not. While most of the managers of companies think it is but it is not. Budget is planned at the very beginning of a business or every financial year and doesn’t change (Ittner and Michels, 2017). It is set prior considering the future period. On the other hand, changing environment or forecasting is changed continuously over a while (de Bruijn and Franses, 2018). Budgets are planned on long-term or short-term goals of a business and forecasting business is based on the current information (Popesko et al., 2016). To forecast the income and profitability is the main goal of budgeting of many businesses. 
Also, depending upon the current environment and the major changes in them, a budget may vary (Foster, 2020). For example- if anyone observes how the companies are facing financial problems during the pandemic. Due to this reason, most of the companies, who are facing loss, are reducing the extra expenses by firing their employees and other expenditures.
[bookmark: _Toc49192180]Real Life Example
Some of the real-world examples of IT companies who are facing this kind of serious problems and can be applied to this scenario are HCL Technologies, Infosys, Tata Consultancy Services, etc. 
The pros and cons of Budgeting are as follows:
Advantages:
1. The company goals and objectives are achieved by increasing the probability.
2. Strengths and weaknesses of the company are defined.
3. Problems can be avoided by various actions.
4. Forward-looking processes are compelled (Ittner and Michels, 2016).
5. Staff of the company understands the responsibilities allocated to them.

Disadvantages:
1. If the targets are difficult to achieve easily, the staff may get demotivated.
2. Unnecessary additional works are added in the plan.
3. Operation plans can create conflict between departments and staff.
4. Flexibility is poor.
5. Meaningful metrics are worsened while fulfilling 1 objective (Ittner and Michels, 2016).

[bookmark: _Toc49192181]Part B:
[bookmark: _Toc49192182]What types of budgeting systems is there? 
The company has a Participative Budgeting System.
[bookmark: _Toc49192183]Participative budgeting Meaning
Participative budgeting is the type of budgeting where both the people including the one who is implementing the budget and the one who is going to be affected by this budget are involved during the budget creation (Sgueo, 2016). There are 2 major ways of adopting the participative budgeting. They are pure participative budget and top-down cum participative budget. In the pure participative budget, all the members have the freedom to make decisions and the management will not come and interrupt in between. In top-down cum participative budget, the management of the company can interfere during the budget-making by providing the members’ subordinates with guidelines or the objectives of the company.    
[bookmark: _Toc49192184]How does it support decision making in changing environments?
In the participative budgeting, because it can be made by both types of members who implement and get affected, therefore it can support decision making in changing environments (Foster, 2020). Taking the current scenario of a worldwide pandemic, the members of the participative budget-making in any company can make changes in their budgets to prevent their companies from further losses (Albring and Xu, 2018). These decisions of whether to stick on the budget or change it can be supported by participative budgeting.
[bookmark: _Toc49192185]Pros and Cons of an argument.
Pros: The pros of supporting decision making in changing environments are:
1. It boosts the morale of the employees of the organization.
2. It makes the accuracy of the budget and makes it more accountable because every single employee is assigned a task and they are later answerable (Foster, 2020)
3. Increases employee’s job satisfaction because management provides them with the task.
4. Increases productivity as the employees implements their skills and efforts.
5. By focusing on the key issues, it saves the time of the strategic managers.
6. Prepares the future manager by increasing creativity among stakeholders.
7. Budget is much more realistic than the other types of budgets (Amakobe, 2017).

Cons: The cons of supporting decision making in changing environments are:
1. It is very time-consuming, especially for lower management.
2. It has a high labour cost because of a large number of participants.
3. Individual department growth was more focused.
4. Increases the stress level and pressure of the participants hence it is a conservative budget (Foster, 2020).
5. There is an involvement of budgetary slack in this entire process.
6. Also, there is plenty of pseudo-participation from lower-level managers.

[bookmark: _Toc49192186]Conclusion:
Hence, from the entire essay, it can be observed that planning a budget for a company in a business plan is important. Through budget planning, a company, especially the IT companies can improve their financial condition, earn profits and also can make short term as well as long term decisions. These decisions making can be supported by the budgets and can also help during the changing environments such as a worldwide pandemic situation. In this essay, various types of essays are explained to understand it and implement it during the creation of budgets. Also, the participatory budget is explained and how it supports the decision making in changing environment. The pros and cons of supporting the sentence are also explained. Overall, all the points related to the budgets and decision making are well explained in this essay.
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