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[bookmark: _Toc47642882]Introduction 
For any business or organisation it can be said that it is important to cope up with the changing environment within the time in order to improve the business and the performance. The budgeting plays a serious role in improving the performance of the business organisation. With the help of budgeting the business organisation can find several breakthroughs the terms of the performing as well as growth and development. This is why it can be said that it is important for the managers of the business organisation to know the role of budgeting within the business organisation context. Now it is important to remember that to the budgeting can be conducted in different ways. In this document we have discussed regarding the benefits and drawbacks of different type of budgeting style. Also different other aspect of budgeting and the impact of budgeting has been analysed and evaluated in this document.
[bookmark: _Toc47642883]LO1. Critically assess the benefits and demerits of various budgeting styles
Budget can be categorised in different categories from different viewpoint. The business organisation uses mainly 3 different types of budget. The most common and widely used budget which are used in business organisation are - incremental budget, activity based budget and zero based budget. Each of these budget has their own merits and demerits. The discussion on the benefit and drawbacks of these budget has been conducted below.
[bookmark: _Toc47642884]Incremental budget
Merits
Preparation of incremental budget is very easy and simple procedure. Also the incremental was it can be applied in different department of the organisation. With the help of incremental budgeting continuous funding of the business organisation can be ensured. The impact of the change effective immediately (Ouassini, 2018). The business organisation who is needs a continue funding based on a very fixed or little deviation can use incremental budget for the benefit.
Demerits
The incremental budget is prepared based on the historical or previous data and information which are available. This is why the chances of accuracy are low. Also because of the fixed and rigid nature, the incremental budget can create a budgetary slack as well as it is important to mention that the incremental budget does not allow and support the innovation (Ouassini, 2018).
[bookmark: _Toc47642885]Activity based budget
Merits
Activity based budget uses different cost driver for analysing and evaluating each and every activity which are being conducted in the business organisation. This is why evaluation of each and every activity can be conducted more effectively with the help of activity based budget. Because of this, activity based budget can easily remove the bottlenecks of the business organisation (Emerling and Wojcik-Jurkiewicz, 2018). Also the relationship between different departments and the individual of the business organisation can be improved significantly. In other word it can be said that the activity based budget can help to business organisation in gaining the competitive advantage in the business.
Demerits
Activity based budget analyses each and every activities of the business organisation this is why the process of preparation of activity based budget is highly critical and complicated. Proper skills and knowledge regarding the scenario is required (Emerling and Wojcik-Jurkiewicz, 2018). Also the activity-based budget consumes a high amount of resource (all of the cost, manpower and the time). Also another most important disadvantage of activity based budget is this budget does not focus on the long term planning of the business organisation.
[bookmark: _Toc47642886]Zero based budget
Merits
Zero based budget has a higher accuracy and efficiency than the other budgets. Also it is important to remember that the zero based budget does not use any assumption for preparing the budget. Instead, this budget uses proper analysis and evaluation of each and every activities of the business (Adah, 2016). This is why the unnecessary activities of the business organisation can be reduced and can help in redemption of the inflation of the budget. Also zero based budget can help in improving the communication and coordination between each and every department of the organisation.
Demerits
But it is important to remember that the preparation of zero based budget is time consuming as well as very expensive. Proper knowledge and skills is required for preparation of zero based budget (Adah, 2016). This is why proper expertise is needed for the preparation of this budget. The small scale business organisation cannot afford the preparation of zero based budget because of the high cost and manpower which is required for preparation.
[bookmark: _Toc47642887]LO2. Identify critical links between budgeting and short-term decision making
Budgeting can help the business organisation and the management of the organisation in different ways. One of the most important advantages of budgeting is it can help the managers and the management of the organisation in short term decision making. The budget can help the business organisation in setting the objectives of the business organisation based on the logical and rational calculation. The expenditure and income forecast of the business organisation for the next period of time can be calculated and considered with the help of proper budgeting method (Ho, 2018). The forecast of the transactions of the future activities can help the business organisation in decision making process. Also but it can help the business organisation in maintaining the balance by adjusting the scenario as per the requirement. Also budgeting can help to business organisation in preparation of proper planning and strategies for the business to achieve the objective (Lepori and Montauti, 2020). Based on the scenario the budget can also help a business organisation in allocating resources properly as per the requirement which can also help the business organisation in improving the decision making ability of the management.
[bookmark: _Toc47642888]LO3. Critically assess the impact of changing environments on various budgeting styles
One of the most important advantage of budgeting is variance analysis as well as the cost and profit analysis. Budgeting can help the business organisation in achieving the competitive edge in the market. With the help of variance analysis and cost and profit analysis the budgeting can help the business organisation in understanding and adjusting the planning and strategy of the business organisation as per requirement in a flexible way (Vierlboeck et al., 2019). The variance analysis can help the management of the business organisation in identifying the weakness of the business organisation as well as providing the proper guidance for improving the scenario. Also it can help your organisation in maintaining the standard and quality which can help in maintaining the competitive advantage in the always changing market and environment. Also with the help of cost and profit analysis the budget can help the business organisation in providing proper guidance for monitoring and adjusting the objective of the organisation to achieve the success in the market (Vierlboeck et al., 2019). It is important to remember that the environment of the business is continuously changing. This is why with the help of proper monitoring (budget helps business organisation in monitoring the scenario) the required adjustment can be done which can help business organisation in earning the success.
[bookmark: _Toc47642889]LO4. Evaluate the merits and demerits of participatory budgeting and its implication on business performance.
Communication is the key for success. This is why in the participatory budgeting both of the top-level and the middle and lower level management of the business organisation participate for the discussion of the budget for the benefit of the business organisation (Kasdan and Markman, 2017). Both of the advantages and disadvantages are found for the participatory budgeting which has been discussed below.
[bookmark: _Toc47642890]The benefits of using participatory budgeting
The participatory budgeting can help in boosting the model of the employees. Also this will help in increasing the employee engagement. The job satisfaction of the employee will increase which can lead in more productivity and loyalty (Kasdan and Markman, 2017). The creativity of the employees and workers of the organisation can also increase. Using the participatory budgeting is more realistic.
[bookmark: _Toc47642891]The limitation of using participatory budgeting
But it is important to remember that the use of participatory budgeting is highly time consuming and costly. Also the budget can become conservative in nature. The chances of budgetary slack can also increase (Bartocci et al., 2019). Another the most important disadvantage of the participatory budgeting is focus on the individual department growth rather than the growth of whole organisation as a unit. 
[bookmark: _Toc47642892]Conclusion
In the conclusion of this document it can be said that it is important for any business organisation to use the by budgeting method properly for the growth and development of the business organisation. From the above discussion it is clearly understandable that budgeting can help the business organisation in different ways. There are several type of budgets which can be used in the business organisation based on the requirement. But it is important for the management of the organisation to have the proper knowledge regarding the benefits, drawbacks as well as the application of the budgets in order to achieve the success.
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