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Critically assess the role of budgeting in helping managers make optimal
decisions within a constantly changing environment
[bookmark: _Toc48862631]Introduction 
A business organization needs solid planning and its implementation with taking the right decision considering the overall situation to perfectly sustain and survive in the competitiveness. In the planning and decision-making process in a consistently changing situation, budgeting can be a very significant tool that helps to perfectly analyze the market situation, and related competitors for business enterprise the understanding and application of proper budgeting styles considering changing environment is a key task for the management. This essay will critically assess budgeting roles in managers’ decision-making processes within the different changed environment. It is also demonstrated the interconnection between budgeting and short-term decision making. The actual impacts of static and flexible budgets on the basis of changing scenarios will also be analyzed in this essay.
[bookmark: _Toc48862632]The concepts of budgeting and its role in business
Concepts of budgeting
 According to Shim et al. (2011), the Budget is considered as a quantified financial plan of business for a forthcoming accounting period. It is planning for an expected outcome and controlling to accomplish that outcome. The budget is also regarded as an action plan of business that it wants to follow for a particular business period. In a budget, every ins and outs of business needed to include. Basically, it is prepared for comparing the expected business result with the actual functional outcome through which the efficiency of business can be easily measured. Libby and Lindsay (2010) state that Budgets should reflect the goals and objectives of the business and it should cover all functional areas of business-like managerial function, production function, HR function, distribution function, etc. 


The role of budgeting in business 
The contribution of budgeting is unconditional in both effectively and efficiently operating business. It is considered as a guideline for accomplishing the functional task of business (Siyanbola and Remo, 2013). The process of budgeting accumulated all the functional tasks in one frame where the chance of proper planning and taking the right decision is higher. Budgets planning the most significant role in business by helping management for evaluating performance. Paton and McCalman (2008) opined that it works like a standard basis for assessing the actual performance of the business. In the budgeting approach, all the required information is needed to gathered which helps the organization to perform swiftly through using this various information and data. Budgets always push the management to not act any work which will cause financial loss. 
[bookmark: _Toc48862633]The role of budgeting in helping managers making an optimal decision within constantly changing environment 
Every organization has an individual strategic plan and budgetary plan as well. The implementation of a strategic plan is not so easy. During the executing process, numerous situations can occur and a familiar business environment can be completely changed. Proper decision making is quite tenacious for managers in that changing circumstances (King et al. 2010). Moreover, there is much possibility of taking the wrong steps due to an unexpected situation. In that case, budgeting is one of the crucial tools for managers which can help him/her in making an optimal decision within a constantly changing environment. 
According to Koller (2005), the budget predicts some future complexities where managers get enough time to make the right decision before occurring in these situations. For instance, the management of Apple Company at the time of making budgets assume that within six months market conditions can be changed because of new innovation by competitors. At this stage, managers of Apple get enough time to make an optimal decision before actually changing the competitive environment. Managers can take the decision of bringing unique featured products before an occurred situation which can enable them to handle these situations. Besides, budgeting plays another significant role by formulating individual projects with a defined cost structure for particular change circumstances which will allow managers to make the optimal decisions.
Considering the constantly changing environment, managers need to be more careful about the use of budget or which budgets are actually formulated to make an optimal decision and cope up with the situation. As per Snowden and Boone (2007), by gathering information and analyzing the ultimate opportunity and weakness of changing the environment, budgeting can help managers to make a favorable decision. For example, the concurrent Covid-19 situation just completely changed the overall environment. Budgeting can play a crucial role in making an optimal decision by managers through providing information and analyzing change environment opportunities, threats, and weaknesses (Heinle et al. 2014).
[bookmark: _Toc48862634]The evaluation of static and flexible budgeting styles 
Concepts of static and flexible budget: The budget which incorporates anticipated values about inputs and outputs that are conceived before the period in question begins. That's means, a budget which don’t change over the period regardless of situations that may affect outcomes is regarded as a static budget. Usually, static or fixed budget is not influenced by an external change of assumptions (Shim et al. 2011). A business, where fewer chances of fluctuations in the prevailing conditions or the business which is not impacted by change is external factors, is best suitable for the static budget. It is mostly used as the highest cost line to control cost. Assumptions based estimation is taken place in static budgeting style.
On the other hand, the budget which is allowed to adjust or change when any change occurred in the assumptions is regarded as a flexible budget according to Koller (2005). The business which is mostly influenced by the external environment, a flexible budget is best suited for them. The adaptability of a flexible budget makes is more useful to the business organization because change is a continuous process in any kind of business. Realistic and practical based activities are completed in flexible budgeting Style. 
[bookmark: _Toc48862635]Based on the essay brief scenario where a change of the business environment was mentioned, the use of a flexible budget is best suited for the given scenario. In the modern age, technological change is one of the notable external factors which continuously influence business and its numerous decision (Frow et al. 2010). For supporting the decision of management through capitalizing short-term opportunities, flexible budgeting style is a more effective one for the above scenario. In the volatile and changing environment, an organization like Apple needs to adjust with several situations and their assumptions regarding expected outcomes can be changed with the situation that's why static budgeting style is illogical for them. Snowden and Boone (2007) state that Management requires making short term and flexible plans to efficiently operating business functions as business environment is constantly changing and its impact can also change over time. After considering all these factors, it can be concluded that flexible budgeting style is more suitable for this given scenario because of its adaptability and decision-making efficiency within a constantly changing environment. 
Assessing the merits and demerits of participative budgeting 
The implications of participative budgeting demonstrate a firm believer in workforce ability and responsibility. Participation issue in formulating participative budgeting gives employees the feel of something worth which motivated them to deliver their best efforts (Shim et al. 2011). But it also has some disadvantages in the implementation and formulating process. The merits and demerits of participative budgeting are demonstrated below:
Advantages
Employee motivation is one of the biggest advantages. The issue of employee participation makes them morale high towards organizations. When workforce gets the chance of sharing their opinions and view in formulating budgets and got an appreciation for that from top levels management, it works like a key motivational factor which pushes them to work harder towards the attainment of the goals (Siyanbola and Remo, 2013).
Transfer of information is another advantageous point. One of the best merits of participative budgeting is the sharing of information and the overall communication process (Wickramasinghe and Alawattage, 2007). Low levels management can share information regarding the complexities that they will encounter in the budget implementation process. On the other hand, top levels can discuss several issues of interest and solving ways with subordinates which means buoyant communication and sharing of information. 
Goal congruence also helps the management. As per Libby and Lindsay (2010), a budget should be agreed upon by both management and employees to effectively achieve it. It is not possible to successful goal attainment when there is a lack of support or agreement from any of the parties. Since both employee and management participated in the preparation of participative budgeting, there is the assurance of goal congruence.
Disadvantages
Time-consuming is one of the most impactful negative issue. The very first limitation of the participative budgeting approach is excessive time consumption. Since the budget preparing process starts from low levels to the top, inordinate participation can cause more time consumption (King et al. 2010).  
Budgetary slack also makes this method disadvantageous. Another considerable limitation of participative budgeting is budgetary slack. For getting an advantage, employees can overestimate the costs and underestimate the revenue target or growth target which means manipulating the budget. Kewo (2014) states that the determination of low production targets instead of having high-performance capability can also be happened by the participation of employees. 
[bookmark: _Toc48862636]Conclusion 
For operating business functions in a smooth manner, Businesses may require to use different tools and techniques which will give it more efficiency and capability to overcome challenges. The competitiveness of business is gradually changing because of using different technology in the operational process with solid planning. Budgeting contribution is really appreciating, the way it helps managers to take a proper decision within constantly changing environment. Among some of the major key tools in decision making and planning, budgeting is one of the finest tools ever which helps management more critically through supporting their decision. The use of different budgeting approaches makes business functions easier. 
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