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Introduction 
Any organization or project requires a budget for it to meet its goals. A budget refers to a financial plan that encompasses both financial and non-financial information. The most common features of a budget include a revenue projection, which details how much the organization or project management anticipates to raise from the operations of the organization, and the expenses, or the anticipated amount that will be spent on various operations to make it possible to meet the organizational goals and objectives (Shim, Siegel and Shim, 2011). In addition to these, a budget also contains non-financial information such as projections on the number of employees an organization would need to meet the set goals and time schedules. Although the budget is a forecasting document, organizations also use it as a tool for financial control to monitor their businesses through such activities as reviewing spending and ensuring that the organization does not exceed its budgeted spending (Shim, Siegel and Shim, 2011). 
The process of forming the budget for an organization is referred to as budgeting. This process incorporates the coordination of all departments within the organization and develops a basis of measurement and evaluation of the efficiency of all operations within them. Budgeting also forms a ground for communication between the top management of an organization and the staff of the firm who are tasked with the implementation of the policies deliberated upon during the budgeting process (Shim, Siegel and Shim, 2011). In this regard, the process helps the management in ensuring and controlling the plans and activities of the organization by enabling the comparison of the budgeted plans and the actual performance of their organizations’ departments. Although budgeting may be viewed as a routine operation for any firm, the importance of the entire process in the success of the organization cannot be understated as it helps in more ways than just allocating funds and detailing how these funds are acquired by the business. In essence, the process also coordinates the economic trends, organizational policies, plans and actions, and the financial position of the organization (Shim, Siegel and Shim, 2011).
Benefits and demerits of various budgeting styles
There are various styles of formulating the budget and organizations choose the ones that are bound to be the most successful for their operations and the nature of their industry or their goals. However, the most common budgeting styles include flexible and static budgeting styles (Shim, Siegel and Shim, 2011).
Flexible Budgeting
A flexible budget is one that can adjust to the volume or activity levels of a business. In contrast to the static budget that remains affixed to its original plan of action, the flexible budget continuously changes with changes in the costs for operations in the business. Flexible budgeting includes variable rates per unit and this allows the business to anticipate potential increases or decreases in monetary needs (Adilli, 2020). Flexible budgeting is mostly based on variations in the actual revenues and uses percentages of revenue rather than static numbers. There are various types of the flexible budget that a business can use which include a basic flexible budget, an intermediate one, and an advanced flexible budget. A basic flexible budget changes with variations in expenses that change directly in relation to the revenue of a company (Adilli, 2020). This type of budget is often used to denote cost per unit or percentage of sales. On the other hand, an intermediate flexible budget factors in expenses that go well beyond the revenue of a company while an advanced flexible budget accounts for the variation and ranges of expenses based on different categories of the company’s budget (Adilli, 2020). 

Advantages of flexible budgeting
A flexible budget benefits an organization in many ways which include providing the opportunity for the company to have a more realistic idea of its budget based on the varying costs and profit margins (Adilli, 2020). This means that the organization can maximize its revenues and profits by accounting for changes that reflect an increase in sales. The flexible budget also allows the business to have better cost control by seeing when changes to certain costs require to be made. In addition to these, flexible budgets benefits businesses by being applicable for performance measurement and to increase business efficiency (Adilli, 2020).
Disadvantages of flexible budgets
Although flexible budgets have their merits, they are not without their down sides too. First of all, flexible budgets can be difficult to formulated and administer since they incorporate a large number of costs that are not fully variable (Adilli, 2020). It also takes a lot of time to calculate and develop cost formulas and in the process of budget formulation, time can be a premium factor. Also, the flexible budget cannot be preloaded into an accounting software in a bid to compare financial statements. This means that it is not possible to close the budget until the end of a financial reporting period (Adilli, 2020). 
Static Budgeting
A static budget is also referred to as a fixed budget and refers to a financial plan that is not modified for changes in the actual activity. In the normal operations of any organization, variations are expected in the actual activity levels over the budgeted period and the amounts are likely to divert from the actual results (Kötzing and Witt, 2020). The fixed budget is able to track these changes close to the actual results if the costs are also fixed so that as the revenues vary, the expenses do not fluctuate. Also, the fixed budget is applicable when the organization works in an industry where revenues are reasonably predictable and in situations where the business is a monopoly where pricing is dictated by the business rather than market standards (Kötzing and Witt, 2020).
Advantages of static budgeting
The primary advantage of this budgeting style is that it is very easy to follow and implement since fixed budgets do not need continuous updating throughout the accounting period. The static budget also offers strong insights into the company’s profits and costs using a variance analysis and this allows the business to see where it might be overestimating or underestimating its expenses and revenues so that it can make relevant changes to its strategy going forward. Also, since the fixed budgets lack built-in wiggle rooms, they help the businesses control their costs and aid in making smart spending decisions (Kötzing and Witt, 2020).
Disadvantages of static budgeting
The greatest demerit of using a fixed budget is that it lacks flexibility. This means that if the business formulates a budget based on a certain level of sales volume, the company cannot allocate additional resources to keep up when the sales levels increase (Kötzing and Witt, 2020). In essence, also, if the company identifies areas in its operations that are underperforming and there needs to be an increase in resources to improve performance, the company cannot allocate more resources to save this situation, which negatively affects the company’s revenue streams. It is also not applicable in an industry with highly unpredictable sales volumes and costs and thus, in most cases where companies expect fluctuations from one accounting period to the other, this type of a budget cannot be used (Kötzing and Witt, 2020).
Critical links between budgeting and short-term decision making
Businesses use the budgeting process to chart a way forward for their operations, which makes the process a critical factor of success in the business. Through budgeting, the business is able to make decisions regarding how funds can be acquired and where these funds can be applied to bring more success for the organization (Greenberg and Hershfield, 2019). Businesses have to plan for short-term and long-term objectives, and the budgeting process is required to reflect these goals and help the organization to reach these objectives. However, in the business realm, it is not a common thing to come across an accounting period where fluctuations in the actual activities are not encountered (Greenberg and Hershfield, 2019). 
The budgeting process is vital for developing ways to cope with fluctuations in the business and thus help keep the business in line with its long-term objectives. For instance, this process makes it possible for the management of a business to allocate resources in areas of the company’s operations where productivity is low and more resources are required to stop this department from lagging behind and pulling the whole organization down from reaching its long-term goals (Greenberg and Hershfield, 2019). Similarly, when the organization identifies areas where profit and revenues can be increased and resources are required to tap into this potential, the budgeting process enhances the company’s ability to take advantage of that and then use the additional profits to improve the areas where productivity is below the set standards (Greenberg and Hershfield, 2019). 
Merits and demerits of participatory budgeting and its implication on business performance
Participatory budgeting allows for the exchange of vital information between the management of an organization and their subordinates, supports the adoption of realistic and accurate budgets, and allows for the efficient allocation of resources (Tanase, 2013). Also, it is a way for the company management to achieve proper employee motivation and also helps the management to clarify the objectives and goals of the organization to the employees who implement the policies (Tanase, 2013). This also increases the confidence that employees have in their management and the budgets and procedures at large. However, this kind of budgeting has a limitation in that it is time-consuming when compared to an imposed budget since the preparation of the budget has to start from the top levels and includes all stakeholders in an organization. Too much participation may even derail the entire process and lead to poor implementation, leading to failure of the business (Tanase, 2013).
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