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The report analyses the role of budgeting and its implications in business performance. Business organizations make budget plans for prioritizing projects, forecasting funds, and allocating resources. It highlights different types of budgets along with their strengths and limitations. Budgets typically provide guidelines to businesses for future planning and decision making. The report identifies that management accounting plays a crucial role in enhancing business performance. Various kinds of budgeting are discussed in the report.
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It refers to the process of creating a plan for a business to spend money. The plan of spending money is known as a budget. In other words, it is the process of implementing, designing, and operating the budget. In terms of the future, it is the highest level of accounting that indicates the specific course of action(Bragg, 2014).

It is also the managerial process of budgetary control, budget planning and preparation, and some related procedures. As a long term planning, capital expenditure, cash flow, and project management, it is an integral part of such managerial policies. The companies usually engage in two types of budgeting like capital budgeting and operational budgeting. For the company, it helps in establishing financial objectives and making a plan to attain those objectives. It is the plan as it is expressed in terms of physical and financial terms (Chohan and Jacobs, 2018).
. 
According to Brown & Howard, “It refers to the pre-determined statement of the management policy that gives the standard during the given period for making a comparison with the actual results.” 
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For making the business successful, budgeting is the main ingredient. With the help of budgeting, organizations make decisions on how to move forward to attaining the goals of the business. Budgeting may be done by the members of the team or individuals depending on the character and size of the business. By prioritizing projects, forecasting funds, and allocating resources from various sources the budget is the backbone for every plan of business (Jerome, 2020). The strength of an organization is directly related to its financial efficiency. For every business, organization finance is the lifeblood that tends to establish a strong infrastructure. The financial management is essential in terms of providing the best system to the organization that is attained by effective budgeting. To promote the smooth working of all departments it is important to allocate the available resources in the best manner that is known as budgeting. It is the strongest part of financial management. In the strategic planning of the firm, budgeting plays a vital role that ensures appropriate operational and financial activities are performed effectively to raise profit and performance. It helps decide on the business easier and realistic (Muller, 2020). 
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Flexible Budget
It refers to the financial plan estimated expenses and revenues based on the actual amount of output. To assess the unsuccessful and successful areas of the performance of the previous period it is useful after the period of accounting. It is mainly designed to predict the effects of changes in the volume of output and how it affects the expenses and revenues. The management has to allies the variable and fixed deposit to predict accurately the changes in cost. It adjusts the volume and activity level of the firm (Vesty and Brooks, 2017).

In other words, it is the budget that uses the expansion revenues formed in the present production and estimate how these expenses & revenues will change as a result of a change in output. It usually sets the standard to measure the performance of the organization and the variances of budget estimates. Fixed cost, the variable cost, fixed part of the semi-variable cost, and variable part of semi-variable cost are consist of an inflexible budget. It determines the production level in various business and market conditions. 

Its main benefits are Helpful in better profit planning and in analyzing the cost variance, better cost control, it mainly relies on current data, useful in assessing the performance of the business, irregular earnings. Its main demerits are less discipline, the nature of expenses is not the same (Ozyurek and Uluturk, 2016).  

Static Budget

It is the budget that anticipates the fixed amount in revenue, sales, and expenses. This budget may remain fixed or unchanged in the financial record of the company regardless of fluctuations in revenue volume. It mainly allows the firms to allocate money and capital that they suppose to remain the same in the fixed period. For instance, the organization may set this budget for expenses like utility on rent payments as these expenses are similar from period to period.

It allows the organization to examine and check its revenue and sales along with its expenses. It is helpful for the business to determine the overall financial performance ad position. In the static budget, the organization may not have the ability to manage the changes. It remains the same even if some changes are there from the assumptions made during the process of planning. The company planned this budget a year in advance and broken out into some smaller reporting period like in months or quarters(Kenno et al., 2020).

Its major benefits are it is easy to use, it does not need to update continuously, it offers strong insights into the firm, and it is flexible as it helps managers to predict expenses. Its main demerits are it does not allow the flexibility to be made throughout the year; it does not help allocate the resources and tracking expenses (Sandahl, 2020). 

Participative Budgeting

It is the process by which individuals are influenced by the budget and are actively included in the budget creation process. The lower-level manager shares the responsibility to give them a sense of ownership in the organization. It usually tends to produce the budgets that are more attainable since lower-level workers are better positioned form their consumers where more fund is required for allocation. It becomes more appropriate when the business adopts the system of checks and balances to avoid disorderly managers from abusing their power (Aziz and Shah, 2020).

It is the method of budgeting where both the individual who is affected by the budget and who implements the budget is involved in the budget creation process. The top-level managers take the responsibility to make decisions about this type of budgeting with the bottom level managers. It provides managers with a sense of a better stake in the organization. Its main purpose is to separate the responsibility among the subordinate managers and to make individual ownership on the final budget.
Merits
Transfer of information upwards: Its main advantage is to share the information from the lower-level managers to the top managers. It means that the opportunity is given to the subordinate managers to present their views on some issues of the organization. The problems that are created in preparing the budget are solved by subordinates and mangers as they can share their viewpoints on certain issues (Jain et al., 2020).

Goal congruence: It is defined as the agreement between the company and employees' goals. To make a budget for the company that is attainable both the staff and management must set the goal that will move in the same direction. For instance, if the goal of the firm is to double the level of output then it must be shared with the workers so that the goal may be achieved effectively. 

Accurate Budgeting: In the preparation of budget it is important to bring more accuracy. The lower-level managers can project the figures more accurately as they are related to the functions and more knowledge of operating the functions. After considering all the important figures and facts they prepare a budget. It is essential to make the budget more appropriate (Natalia, 2018).

Demerits
Time-consuming: As compared to other types of the budget it is a more time-consuming budget. As the preparation of the budget starts from the departmental level to the top managers, too much partaking may occur that can disrupt the procedure (Williams et al., 2019).

Security issue: In the participative management the security issue arises from the fact that from the early stages too many individuals are known for the information and facts. In the later stage, this information may transform into essential information. It has a greater fear that the information can be leaked.

Slow down decision making: The budget helps in increasing participation and shows that there is a large number of a person involved in the process of decision making from each side feedback and inputs start pouring. The accuracy of measurement takes a lot of time in verifying that makes the process of decision making slow down.
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The report has concluded that management accounting helps businesses to secure their financial position in the market from competitors. It was observed that budgeting is crucial for regulating expenditure and improving the financial growth of the business. The report has explained different kinds of budgeting and its impact on business operations. The report showed that budgets highlight the financial implications and resources for decision making. 
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