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1. Introduction

With the advancement in technology and globalisation of operations, rapid changes in customer needs, and increased competitiveness have been significant challenges affecting the effectiveness of management and organisational success. There is an urgent need for managers to come up with short-term plans, strategies, and goals to increase competitiveness and overcome the challenges. Budgeting plays an essential role in converting the medium-term to short-term plans hence necessitating proper decision making. Different budgeting styles exist that managers can use for planning functions in situations like the rapidly changing business environment and intense competition. These styles, that is, static, flexible, and participatory budgeting, have both positive and negative implications on business performance in the short-term. The paper will analyse these budgeting styles concerning Apple Company.


2. Discussion


Role of Budgeting in Decision Making

Budgeting plays different roles in the organisation, with the most significant being assisting in planning and decision making. The competitiveness of a firm depends on its day to day operations to ensure the accomplishment of the short-term goals. Budgeting helps managers make decisions on operation expenses, such as sectioning off funds to be used in cases where prices or costs are given raw material change (Kimmel, Weygandt, and Kieso, 2018, p. 22). For instance, Apple Company utilises the budgeting in making decisions on the inventory turnover to ensure constant access to raw materials required for the production process. The design of goods and services keep on changing as customer preference and needs change. Budgeting for such changes enables managers to make decisions that promote an easy shift without incurring much cost.
Managers can adjust their strategies in the short term through proper budgeting. The budget plays an essential role in telling the manager how the short-term operations are performing based on the sales, revenue, and cost forecast. When an organisation is slugging behind on the income targets or sales volume, the budget tells on areas where the manager needs to adjust increase performance (Pavlatos, Kostakis, 2015, p. 158). Apple has many competitors in the technology industry, such as Samsung, Google, and Sony, who fight for the same consumers. Therefore, the organisation depends on the budget to adjust to its strategies to enhance sales and returns on investment. For instance, the automation of processes and regular monitoring of the suppliers in the supply chain management of Apple help address operational management in marketing. The budget in this area determines the productivity and supplier capacity, which can increase access to Apple products for the customers.
The budget provides a balanced view of the various needs in the operational management of day to day changes and challenges and starting new projects to increase competitiveness. It is possible to know the current business financial stand when the manager has a budget and an account of where they are used (Yılmaz 2018, p. 152). Whereas other funds might be tied in productive expenditure, some might be free, and these can help managers in planning for new projects that will help in the adjustment to further changes. These changes, for instance, in Apple products, can be the design, colour, or features of a given product, which will initiate increased sales and profits. Importantly, the budget determines the gaps in marketing and hiring, which helps the manager decide on the adequate number of employees required to achieve short-term goals.

Static Budgeting

In an environment prone to change, static budgeting can be less effective in assessing performance over the short-term. A static budget is used by the companies to plan for future activities and is required to remain constant with the variation of activity levels. Managers use the static budget to compare the actual results with the anticipated outcome. One of the benefits linked with using this budgeting style is its ability to variance analysis (Weigel and Hiebl, 2018, p. 11). In an environment characterised by rapid changes in technology, it helps the manager tell whether the budget is under or over the initial projection. The manager can make decisions on the costs that affect the revenue of the company (Baer, Heiligtag, and Samandari 2017, p. 2).
However, static budgeting is not suitable in an environment prone to changes, and decisions need to be made over a short period. One of the shortcomings associated with this method is the variation in actual output from the anticipated outcome (Bai 2017, p. 172). Usually, there would be a high variable cost associated with increased production and sale of products; thus, the static budget will not be useful in making decisions due to its rigidity despite changes. Therefore, the manager will be unable to make an informed decision on operational activities to increase firm competitiveness (Aryshev and Ivanyuk 2020, p. 50). The manager using a static budget is affected by the inability to come up with an accurate forecast of expenses incurred, the cost to be allocated, and operational revenues in cases of changes in the market.

Flexible Budgeting

Unlike static, a flexible budget can change with the changes in the market, such as production volume, sales, and other business activities. The flexible budget helps keep track of the inventory; as a result, the manager can decide to increase or reduce the purchase of raw materials based on the market environment (Zamfir, 2015, p. 183). It provides a suitable tool through which management can evaluate performance and make decisions to increase organisational competitiveness. For instance, Apple has adopted a flexible budget, which it utilises in association with the quality control to ensure that products and services meet the current needs of customers.
Another key advantage of a flexible budget that makes it suitable in a changing environment is that it provides real-time data on actual versus estimated results in product costs and efficiency. It offers manger information necessary for controlling business and planning over the short term to increase competitiveness (Radu and Giju, 2015, p. 7). In a flexible budget, the variable expenses are considered as a percentage of sales. Thus, a manager can adjust the costs to take advantage of the opportunities presented by the market to increase sales. An organisation is, therefore, able to enhance its revenue that increases competitive ability over other players. A flexible budget in Apple Company, for instance, enables it to increase production to earn more income (Li, 2020, p. 39). Globally, Apple products are much preferred due to its high quality and meet customer preference.
Since revenues and expenses are continuously adjusted, a flexible budget provides updated and current data that ensure cost control over the operational and short-term periods. The manager can react quickly to changing the cost of products and raw materials, thus maintaining competitive ability. For instance, Apple source its product from all over the world using its suppliers from 43 countries (Petrova 2018). The economy keeps changing from time to time, and there is a need to keep track of the changing cost. The flexible budget of the company enables it to adjust to the increasing cost and lower expenditure. However, a flexible budget in short term decision making has the constraint of the inability to be created before the generation of sales figures. For the first time use, it can cause uncertainty of current resources needed to meet the changes.

Participative Budgeting

Participative budgeting is a bottom-up form of budgeting where employees at the lower level are involved in the budget development process. Its main aim is to delegate responsibility to the subordinate managers such that personal ownership is set in the final budget. An organisation operating in a constantly changing environment can benefit from this budgeting approach in different ways. One way is that it increases the employees' morale and job satisfaction, which influences the overall performance and proper management of change (Kahar, Rohman, and Chariri, 2016 p. 1667). The diversity in budget preparation enables the manager to acquire accurate data necessary for decision-making and initiation of change. In the same way, Apple Company engages its employees through different strategies like workplace design, goal setting, and organisational structure to increase competitiveness and productivity (Joseph 2020).
The application of participative budgeting, on the other hand, has some limitations that may affect the competitiveness of a firm in a rapidly changing environment. The approach is time-consuming as compared to other methods like the imposed budget. Where the manager needs to use the budget in short term operations, it will be challenging to execute. Inclusively, the expenses in the development and execution lower the firm's revenue, which can be used to meet other short-term goals. Budgetary slack is another detrimental effect of a participative budget caused by over or underestimating cost and revenue projection (Kahar, Rohman, and Chariri, 2016 p. 1667). The effect is that the manager will make a poor decision based on the budget leading to losses.
Budgeting is so essential in managerial decision-making to ensure operational management of such things as costs, revenues, and employees. Through the forecasting ability, it is possible to keep track of the current and future changes in cost and sales, thus influencing production and revenues. The static budget is usually fixed, do not change over a given period. It is hence unsuitable in a firm operating in a competitive environment with constant change. However, a flexible budget is more suitable due to its ability to adjust for changes in cost and profit, cost control, and updated data that are useful in operational and short-term management.


3. Conclusion
In conclusion, for such a big brand like Apple, that is competition with other technology brands like Samsung, Google and others, they have adjusted their budget to a flexible one in order to bring real results and make sure they succeed in a fast changing environment. Apple is a well-known technology brand all around the world and its customers choose them for their quality products.

References

Books :

Aryshev, V.A. and Ivanyuk, T.N., 2020. Budgeting in the context of business digitalization. Bulletin of Zaporizhzhia National University. Economic Sciences, p.49-53.
Baer, T., Heiligtag, S. and Samandari, H., 2017. The business logic in debiasing.
Bai, N., 2017. Discussion on financial budget management system of modern logistics enterprises.
Kahar, S.H., Rohman, A. and Chariri, A., 2016. Participative budgeting, budgetary slack, and job satisfaction in the public sector. Journal of Applied Business Research (JABR), p.1663-1674.
Kimmel, P.D., Weygandt, J.J. and Kieso, D.E., 2018. Accounting: tools for business decision making. Hoboken: John Wiley & Sons.
Pavlatos, O. and Kostakis, H., 2015. Management accounting practices before and during economic crisis: Evidence from Greece. Advances in Accounting, p.150-164.
Radu, M. and Giju, G.C., 2015. The flexible budget-basic tool of the management control in the economic entities. Scientific Bulletin-Economic Sciences/Buletin Stiintific-Seria Stiinte Economice, , p.3-10.
Yılmaz, F., 2018. Budgeting as a tool for sustainable development. In Handbook of Research on Supply Chain Management for Sustainable Development p. 42-60. New York: IGI Global.
Zamfir, M., 2015. The pros and cons of budgeting system within economic entities. Bulletin of the Transylvania University of Brasov. Economic Sciences, p.183.



Online:

Joseph, R., 2020. World's best employee engagement strategies. Available at: https://blog.xoxoday.com/post/worlds-best-employee-engagement-strategies-part-2-apple (Accessed 09/082020).
Petrova, M., 2018. We traced what it takes to make an iPhone, from its initial design to the components and raw materials needed to make it a reality. Available at: https://www.cnbc.com/2018/12/13/inside-apple-iphone-where-parts-and-materials-come-from.html  (Accessed 09/08/2020).
Weigel, C. and Hiebl, M.R., 2018. Beyond budgeting: review and research agenda. Journal of Accounting & Organizational Change.


2

