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[bookmark: _Toc48855940]Introduction
Budgeting is very essential for an organization that helps the organization control its costs and accomplish its goal. By preparing a budget the organization can previously estimate which resource they have and what they want to produce. This realization helps them to decide by using some techniques. In this essay, the writer discusses budgeting style, role, and its importance on short-term decision making, and participative decision making.

[bookmark: _Toc48855941]General discussion on budgeting style
[bookmark: _Toc48855942]Budgeting
[bookmark: _Toc48855943]The process by which a person, organization or country make a plan about the way of spending money is commonly known as budgeting. A budget provides a person with a proper idea about a project and the person can determine whether he has sufficient money for doing the task or project or not. Budgeting helps a person to balance his income and costs. (Sponem, S. and Lambert, C., -2016). Therefore, every country, organization, and family even a person prepares a budget so that he can make the balance of his costs and income.
The process of budget development
[bookmark: _Toc48855944]The budget developing process starts from the assumption of next period budget where the manager assumes cost trends, sales trend and other entire economic trends exist in the business. The next step of this process is to assume the key vendors, markets, discounts etc. (Zweni, A.G. and Jowah, L.E., -2017). Different department of the organization prepares different budget like sales budget, overhead budget, labour budget etc. Finally, the organization merge all the budgets and prepares a master budget. Different style of budgeting
[bookmark: _Toc48855945]The two main styles of budgets are flexible budget and a static budget. The budget that does not change during the lifetime of the budget is called a static budget. In this budget, all financial figures and accounts are kept the same whatever the situation is. The example of this type of budget is government annual budget, the budget of non-profit and educational institutions etc.
The budget that is changed according to the various external situations is known as a flexible budget. (Schick, A., -2019). Organizations changed their budget based on the production level, sales level, market situations etc. The corporate organization use this type of budget for tackling the various situation and be up to date with its competitors.
Advantages and disadvantages of different budgeting style
Both the budget has some advantages and disadvantages. The main benefits of the static budget that it is easy to implement and do not require continuous improvement during an accounting period. This budget provides a clear insight into the organization’s income, expenses and variances by which an organization can easily estimate its income and expenses. Moreover, because of not hovering, this budget helps an organization to control its expenses.
The main disadvantages of this budget are not flexible and failed to cope with changed situations. (Style, A.P.A., -2020). For example, the sales volume of an organization has increased, this time the static budget will not allow extra resource that brings loss for the organization.
A flexible budget can reflect business situations more accurately than the static budget, which is the major advantage of this. It can easily cope with the changed situations. (Style, A.P.A., -2020). This budget helps the organization to reduce the level of spending and helps to avoid potential future loss. 
The disadvantages of this budget are, it just shows variances but does not elaborate on it. Moreover, it is prepared for a specific period and have a bad impact on the customer’s mind if this budget is revealed. This budget provides a poor image of the organization.


[bookmark: _Toc48855946]The budgeting roles in making short-term decision
The characteristics of the budget are that it provides the estimation of income and expenses, which helps in decision making. Short-term decision making means that decision, which is taken for one year or less. The way budgeting helps in short-term decision making is described below:
Planning is very essential for the business because it is very difficult to maintain the entire business without planning and among many problems the managers may forget the bigger image of the business. Planning helps the business to ensure continuous improvement, accurate financial information and confidence in making a decision. Budgeting is a part of business planning. Budgeting helps the business in 
· Managing money
· Allocating resources
· Meeting organizational objectives
· Monitoring performance
· Improving decision making
· Identifying the problems before occurring, etc.
As budgeting helps the organization to manage its money, an organization can realize the amount of money they have for reconciling short-term needs. An organization can realize the place of allocating resources like allocating resources in various departments. The organization can monitor its performance and make prudent decisions. (Davis, A. and Walsh, C., -2016) For preparing a budget an organization properly realize its business situations.
On the contrary, for making short-term decision organization need to know proper business situations like financial statements, plan of future finance, organization’s liquidity, etc. The process of short-term decision making for an organization is to define a goal, develop alternatives, collect information, select the most beneficial alternatives and implement the alternative.
Budgeting delivers all types of information and shows the business condition and by applying some techniques it forecast the business situation. Therefore, for making short-term decision budgeting is very essential.
For example, ABC organization prepares a budget that shows that it needs £1000000 for reconciling its needs by one year that is why it decides that it has to collect its accountable receivables by next eight months and pay its payable in next 14 months so that it does not face any difficulties in meeting short-term needs and sustain its liquidity. 


[bookmark: _Toc48855947]Changing environment’s impact on budgeting style
On the previous topic, the two major styles of budgeting are addressed where says that the budget, which is constant that is known as static budget and the budget, which is change according to the situation, known as a flexible budget. Both of these budgets have some benefits and drawbacks. However, there is a very active impact of changing the environment on a flexible and static budget. The impact is discussed below:
Changing the environment in the business means the change of situation that is related to business. Some factors exist in the business environment those heavily affect business such as tax rate, interest rate, etc. If an organisation prepares its budget at the beginning of its economic year and then tax rate or interest rate increases then it has an impact on business. (Weigel, C. and Hiebl, M.R., -2018) In this case, if an organisation use static budgeting style, they will face loss at the end of the year because of the static budget they can't change other estimated costs and in the long run, they can not make a profit as they want at the beginning of the year. That is why most of the corporate organisation does not use this type of budget. 
In the changing situation, flexible budgeting is very essential because the managers can change its budget according to the current situation that helps to keep the business up to date and organisation can avoid possible loss. (Sponem, S. and Lambert, C., -2016). Government, non-profit and educational organizations use static budget because there is a very low possibility to change the environment. 
For example, the sale of Samsung mobile in last quarter was 58.3 million and this year first quarter this number is decreased to 54.2 million. Therefore, if they used a static budget, they would face loss. However, they use a flexible budget and they produce products as their sale and change decision according to external situations. 

[bookmark: _Toc48855948]Benefits, drawbacks and implications of participatory budgeting
[bookmark: _Toc48855949]Participative budgeting
[bookmark: _Toc48855950]Participative budgeting refers to a democratic method of budgeting where people of lower management level also participate in the process of budget preparation. This process is not like imposed budgeting rather this method involves all the employees in budget preparation and gives them a feel of owners of the organization. This budget has a very high chance to be effective because every people willingly participates in the task and they have good knowledge about the budget. (Effendi, R., -2017). Sometimes the government of a country use this type of budget for taking mega-investment decisions. Benefits of Participative budgeting
[bookmark: _Toc48855951]The benefits of Participative budgeting are discussed below:
Information transfer to upward: This is one of the major advantages because by this method the top management can realize the view of the employees of the low level that helps the manager to prepare a better budget. (K Chong, V. and Strauss, R., -2017) Moreover, top management has the opportunity to discuss difficulties and get different ideas from them.
Motivating employees: In this process, employees feel motivated because their views or ideas are reflected on the organizational budget and they do their duties feeling own property. (Kopel, M., et al -2018). While preparing a budget, employees sit for discussion with top management that gives them a proud feeling.
Goal coherence: In this process, both the organizational goals and the employees' goals are set in the same direction because goals are set together by employees and they set achievable goals that bring organizational coherence.
Drawback of Participative budgeting
The incoherence of budget: In this method, the employees sometimes underestimate organizational revenues and overestimate the expenses. As a result, the budget is set by a subordinate manager, sometimes exceed the target of a financial year, which brings organizational incoherence. 
Time-consuming: This is a common disadvantages participative budgeting because this budgeting process is begun from the low level and gradually reach to the top level. Moreover, too much participation sometimes derail from the main objectives. (Weiskirchner-Merten, K., -2019) Furthermore, because of the participation of all employees, the negotiation process becomes very lengthy.   
The implication of Participative budgeting on business performance
The significance of participative budgeting in business is many because it motivates the employees to feel that it is their organization. Employees view is reflected on annual organizational budget and they feel that they have value on the organization that leads the organization to better performance. However, it takes much time to prepare a budget and because of the involvement of more people, some inconsistency is seen. 
Example of participating budgeting in Portugal
The authority of Portugal asks suggestion from the residents about the investment project. They make a plan for an open voting system and ensure transparency there. The residents choose the project, which should be followed and invest money there. (GovInsider. -2020). Usually, citizens cannot participate in a policymaking, however, this system allows them to participate in policymaking. 





[bookmark: _Toc48855952]Conclusion
The budget that is prepared prudently is very effective for an organization. Based on organizational nature, different organization choose various types of budget. In this essay, the writer discussed budgeting, its importance and benefits and drawbacks of participative budgeting. Selecting the proper budgeting method helps an organization to become successful. Therefore, organizations need to be prudent while preparing to budget for them.
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