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[bookmark: _Toc47180478]Introduction:  
This essay is the purpose to assess the role of budgeting in supporting managers in building decisions in changing environment. The essay will emphasize on different styles of budgeting which are important for managers in relation to create short and long term decisions. This essay will provide an evaluation of different styles of budgeting as static, flexible, activity-based, incremental, and other styles with defining their advantages and disadvantages. It will also assess the advantages and disadvantages of participative budgeting. 
[bookmark: _Toc47180479]Role of budgeting to support managers in creating decisions in changing environment:
According to Shim et al., (2011), it is evaluated that budgeting is important with having effective plans regarding the estimation of budget depending on the performance of the past year. The business managers may be engaged in planning according to the position of the firm which is evaluated by the process of budgeting. This is also analyzed that budgeting is significant to business managers for comparing the estimated performances with the actual outcomes. On the other hand, Collier, (2015) is defined that budgeting is used regarding numerous of reasons in the companies with effective monitoring and preparations in terms of decision making. The business managers can use the budget as tools to assign capital, forecast performance, communicating expert information, or data about the firm to other parties regarding purposes of planning. Budgeting is an important element regarding the progress of the business firm. In the business organization, managers decide whether to move forward with budgeting. In addition to this, it is also stated that budget is the keystone to each successful business policies and strategies through prioritizing programs, predict revenue and expenses, assign funds, and others. Over time technology is being continuously changing so it is essential for the business managers to building decisions quickly. Budgeting played a significant role to help managers in communicating about the status of the prospective business firms (Shim et al., 2011). The development in technology caused to change in the process of budgeting as there are numerous of technological applications or tools are created that support managers in building better judgments in the short term. 
As per Helden and Hodges 2015, budget evaluation aids the business managers in building quick decisions as it communicates the manager about the difference or variation between the estimated and actual performance of the company. For example, Apple Inc is a leading company that is used budgeting process in relation to assessing the major overheads and revenues which will occur in the future. The company is also applied updated or latest technologies for creating budgets as well as has optimal decision making regarding the future of business. It also aids the company in knowing about the differences between the expected performance and actual outcomes in terms of cash flow, revenues, and sales over a specific period. Apart from this, Moeller, (2012) has evaluated that budgeting is essential to set the benchmark in the technology sector as well as Apple Inc may consider the gaining high efficiency concerning managing the business. The use of an effective style of budgeting may support the company in obtaining short term opportunities as they are flexible and easy as per business operations or practices.   
[bookmark: _Toc47180480]Analysis of different budgeting styles:    
Static budgeting:
The static budget is emphases on forecasted or estimated amount of income and production of the business. The main focus of this budget is on gathering and evaluating the data before starting of the budgetary period. Shim et al., (2011) stated that the main merit of the static budget style is that it can be easily executed and enforces as it is not modified continuously across their accounts. The development of a static budget provides a clear view of the business revenues and expenses through performing variance analysis. According to Fool (2016), static budget aids the businesses to see if its profits and costs can be reduced and overestimated as well as alter or adjust the plan in the future. This aids the business enterprises in managing the expenses as well as build better decisions related to investment as a budget that is once created is fixed for the whole period as it cannot be modified or altered. Apart from this, Algharabali, (2019) stated that the main demerit of a static budget is the loss of adaptability with the set or developed program. The business firm produces budget based on the provided selling amount while demand grows, then extra money may not be considered for continuously to expanding the budget. Concerning this, the business may not devote new capital to support because it explores and indicates the underperforming regions of the business. It also negatively affects the business's sales stream and budget is created based on earlier results then it may be challenging for the new enterprises to creating and executing in an effective manner.   
Flexible budgeting: 
The flexible budget refers to a budget that is created by recognizing changes with the volume of activities changes and different cost behavior patterns. According to CIMA, a flexible budget refers to a budget recognizing the difference or changes in behavior between variable and the fixed cost concerning to changes in turnover, output, and other variable forces as employee numbers and others (Subho, 2019). There are numerous merits of the flexible budget as Drury, (2013) stated that a flexible budget makes it easy for the business managers to measuring the profits and success rates at all levels of stages of revenue. This budget presents a clear view of the impact on spending, income, adjusted final income in demand as well as rates of outputs. At the same time, Alex (2011) defined that it enables the operational and financial efficiency of the business firm more reliably. Apart from this, there are numerous of demerits of the flexible budget as it builds on assumptions that business operations would be continuous while they may be stopped in the future as well as it does not maintain the record of discounts on the purchase of material or goods in bulk. Furthermore, the budget also tends to maintain fixed costs at a similar level of sales or outputs.  
Incremental budgeting: 
This style of budgeting is a traditional technique in that budget is created by considering the actual performance or current period budget as a base with adding the incremental amounts regarding the new budget period. According to Shim et al, (2011), there are numerous merits of the incremental budget as calculations are easy and it may be implemented easily. The development of the budget also makes sure the continuity of funding and influences of changes may be seen immediately. At the same time, Ibrahim, (2015) stated that spending of managers is high as the budget can be available easily that leads to unnecessary expenses or spending. Furthermore, managers with a lack of innovation and knowledge can be also a drawback.
Activity-based budgeting: 
It is a budgeting style in that budgets are created by the use of activity-based costing after including the costs of overheads. This method does not involve the budget of the previous year for arriving at the current year or new budget. According to Charifzadeh and Taschner, (2017), this style of budgeting leaves scope in relation to make changes according to changes or alteration of the current situation or climate that aids in tracing the consumption of resources that explore issues related to capacity for managing them. Apart from this, Helden and Hodges, (2015) stated that it is a comprehensive and lengthy process which needs considerable resources and time on the entity.  
[bookmark: _Toc47180481]Impact of changing environments on various budgeting styles: 
This is evaluated that changes in the management accounting practices and ways to manage the business practices and budgets are affected by the styles of budgeting. The process of preparing budgets is influenced by the following budgeting principles and changing laws or regulations related to budgeting (Shim et al, 2011). In the business firms, needs and technologies are being changed or alter according to changes in the business practices, so stakeholder's interests have implications on the style of budgeting which is adopted by the company. In addition to this, changes in the accounting practices or environment have enhanced the practices or activities of budgeting styles as it is focused on considering relevant strategies and continuous updates (Ward, 2012).           
[bookmark: _Toc47180482]Merits and demerits of participative budgeting:
Participative budgeting is a budgeting procedure in that person who is affected by the budget is actively involved in the process of budget development. In this budgeting process, important employees have inputs in the process of organization budgeting as the process is put in the hands of people who are mostly influenced. Epstein and Lee, 2014 stated that there are various merits of participative budgeting as it provides more accurate budget estimates as lower-level employees or managers have detailed information or knowledge of their areas. The involvement of lower-level managers caused a tendency to perceive procedure as fair. This budgeting method also has a high rate of performance to deal with more volatile and difficult tasks instead of nonconsultative budgeting. Apart from this, Ainsworth and Deines, 2019 stated that the participative budgeting method needs large numbers of additional resources and consumes more time. Large numbers of meetings in the company can cause delay and vacillation. Based on the given scenario, the best suitable method of budgeting is participative budgeting as it is reviewed and checked at various business management levels to follow the accurate method of budgeting.          


[bookmark: _Toc47180483]Conclusion:  
Depending on the above essay, it may be stated that an important role is played by budgeting in the building short term of optimal decisions regarding business growth or success. There are more budgeting styles as flexible budgeting, static budgeting, and others that may be adopted by the businesses for building effective decisions. It is also summarized that participative budgeting style is followed or used by Apple Inc to produce a reliable budget. 
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