


Introduction:

The Budget represents the company financial and operational target, or in other words an action plan to helps you adjust your recourses, rank your performance, plan for the future (Susan, 2020). The action of making a budget is called budgeting. Once you settled a business, budgeting become a routine that usually follow a quarterly or annual basis, where previous budget is considered, and new budget plans are make for the next three to five quarters of the year. The main procedure of making a budget concern your business fixed and variable cost on the monthly basis and deciding where to invest or take out money for the sake of different goals. (Susan, 2020). Without a budget you don’t know how efficient your business is, but with him you have clear picture of the expenditure and revenue, which can lead to important decision making.
  There is different type of budgeting. From the flexible point of view, you have static budget (also known as fixed budget) and flexible budget. Both styles have benefits and downsides. The static budget is designed to stay the same despite the level of activity within the company. All targets and goals are fixed and usually this type is prepared before beginning of the year (Jhalani, 2019). The advantages of the fixed budget are that he saves time and is easy to control and prepare. On other hand the disadvantages are that he can’t be changed, despite the external factor who may change, which going to impact the productivity of the company. And then we have the flexible budget. This type allows us to change and our cost despite the level of activity within the company. If the business condition change, the budget can be adjusted according to this change. The benefits flexible budget is that he is very suitable for dynamic business, helps to control more closely the cost, and know what is impact of the external factors on the business productivity. The downside is that is very time consuming, when the cost I already fixed, and the time is very valuable during the budget period. Also, can be confusing for some users because the range change over time. (Jhalani, 2019).



  Main body:

So, we already know that the budget is very important and crucial part of the business activities. He also influences the managers decision making. They used it to evaluate how the business is performing. When the managers contrast the real results with the one from the budget, they will know where the company is doing well and where is lacking and improvements needs to be made. This usually will end with some staff changes, where is needed (Walther and Skousen, 2009). Without this performance evaluation method, the company will not function on the highest possible level, and probability for progress may be missed. The managers held accountable for they action and for the company achievements so they will look forward to improving the working process. Sometimes you have a fixed budget, but you need to overspend for the sake of better outcome. For example, a new software come on the market which will make the manager life easy, so is something he need to include. An employee needs an educational training and the managers needs to provide him with one, even if is not include in budget. This is short term cost, that will follow with long term profitability (Lotich, 2015). The budget is the recourse limit of the company and the action of the managers needs to be based on that, but if the overspend will benefit the business, then action must be taken. Big business has a lot of departments, and every departments have they one budget, which make control of the cost easier. If one department lags behind than changes need to be make in form of increasing the working labour for example. This will solve the problem, but all saw will lead to change in the budget.
  So which budget will be more suitable for dynamic and changing environment? The static budget take place in the beginning of the year and stay the same until the next budgeting period. But the business environment is constantly changing and in order the adapt, the business need to be more flexible. (Woodroof, 2019). That’s why you need to implement the flexible budget. When the manager gets used to the flexible budget, it becomes he’s best friend. During the year the sales activity always change depending on the business environment conditions. The flexible budget helps you adapt to those changes. For example, in condition of global pandemic, when all face to face business are close, some company generating very high sales from online purchases. In this case this company needs to invest more funds in marketing to inform the people that they are still in business and maybe hire a more staff for this period. The static budget will limit you in this case, but the flexible one will shape to the needs and to the increased demand. Another example is how the big IT companies invest in online teaching platforms during the global pandemic. The company Microsoft do that with Microsoft teams. During the outgoing pandemic the users of this platforms grow rapidly from 32 million to 44 million (Opiah, 2020). So, this is increase of 12 million users, which in normal conditions will be impossible. So, if the pandemic take place in the middle of the year, and the certain company prepare only fixed budget and rely on that, will face problem afterword’s. But with the help of the flexible budget you are ready for situation like that and can react adequate. Let’s be honest, nobody was ready for this global pandemic. Some business face it like a disaster, but another which manage they budget wise grow even stronger. 
[bookmark: OLE_LINK1][bookmark: OLE_LINK2]  When in business the lover management are involved in preparing the budget, it called Participative budgeting (Francis, 2013). This allow the lower level managers to be more responsible and to feel that there takes important part in the business. This type of budget target is more realistic and easier to be achieved, because the low-level managers are more involved in the working process. When a company use this type of budgeting show that they believe in the competence of their staff, which also motivates the employee to work more and achieved the goals of the business (Francis, 2013). The Participative budgeting have lots of benefits but like everything else, have downside as well. Time consuming is one of them. It takes very long time to make because a lot people from the different departments are involved in the process and they all need to reach an agreement before the final decision is taken. Too much people participating will delay the whole process. Other downside is that this type of budgeting can lead to budgetary slack (Francis, 2013). This means that the manager can manipulate the cost or the revenue in their favour, so like that they can set a target which is very easy to achieve and even to exceed it. Also, the managers can include in the budget some additional recourses, which is not needed, and this will bring the cost higher than it should be. Although the participative budgeting can be very good for decision making. The reason is why a lot of people are involved in the process and everybody from them can bring good idea to the table. After effective brainstorming the managers can choose the best one and implement it so like that can improve the workforce. Those people are close to the business on the daily basis so they will know how to react in changing environment. So, the participative budgeting is very supportive for fast decision making in constantly changing environment. Also work in favour of the employees and keep them motivating and more efficient (Francis, 2013).


Conclusion:

Budget and budgeting are staple in the finance of all the successful companies. Without them the business will be simply unorganized and doomed to failure. The budget helps you to keep track of your business, to control the cost and revenues factors. Helps you to understand where the business is lacking and where is stable and like that you can relocate your funds, increase the labour where is needed or cut it if is not. The budget gives you very good picture of the business funds, you can used it like a benchmark so like that you can set higher goals for the future. Helps you react fast to the changing environment and is very important for decision making in the different possible situation. Behind every successful business, there is well organised budgeting system. 
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