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This essay discusses the role of the budgeting in managers decision - making in condition of constantly changing environment.  First part of the essay briefly outlines what is budgeting and how it helps managers in decision making. The second part define static and flexible budget and critically assess how they behaviour in the provided scenario. Furthermore, are presented the main types budgeting based on the company levels of involvement in the process of accumulating the budget, as a given deeper analyse on the participative budget evaluating its merits and demerits.    
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[bookmark: _Toc49121896]Part A - The role of the budgeting in helping managers make optimal decisions within a constantly changing environment
Budgeting is process of planning the resources for a certain period ahead in action to provide basics for achieving managerial goals and attain target’s control.  Seal at al. outline budget as a detailed plan for the attain and utilize financial and other resources over a specified time period. In addition, all elements of the budget should response of the objective and a mission statement on the organization. (Seal, et al., 2019). 
In dynamic environment, budget is one of the important guidelines for managers to take their decisions. Budget provides a benchmark for comparing the tempted circumstances and company objectives. For example, market could suggest a good discount for media advert. Despite this, when the managers are aware with the top limit of the investment, which budget allow, will protect them of taking decision in unnecessary investment. Saying that can be considered that budget eliminate emotionalism and keep rational plans up to date.
Other positive aspect on the budgeting is providing the balance between the accounting units. Breaking down budget on sever smaller budget, for instance: sales, expenses, marketing and etcetera, gives a clear balanced picture of business’s needs. Considering requirements in particular areas it helps managers to take wisdom decisions and capture their attention on the weak link.
Moreover, budget helps managers to evaluate company state and launch plans for its growth. When the plans included expanding the business accordingly the budget has also to receive its inflation. This kind of budget gives opportunities for manager to chase not only daily based objectives but along with that to have a wider view on how future company expands are achieved. Furthermore, they could assess and supervise strategies for long-terms financial goals (Atrill & McLaney, 2018).

[bookmark: _Toc49121897]Part B - Evaluating static and flexible budgeting style
Take the right decision in dynamic business environment strongly depends of having appropriate information. To gain it managers rely on the budget control system (BCS). Parts of BCS are static and flexible budget. Both could be use as individual budget system in the companies or complementary each other in evaluating and controlling companies’ performance. 
Static budget is budget which remains constant for its period, irrespective of the level of activities, while flexible budget is created for different production levels and works in different conditions. Based on its nature static budget are used to estimate and predetermined incomes and expenditures and it is suitable for organisation with less or not received influences in their activities from occurred changes in the external environment. Static budget is created to operate only on a single activity level under one condition consequently that eventuate difficulties to measure performance and efficiency of the organisation. To resolve this issue companies implemented flexible budget. In its nature it is more elastic and easily can be adjusted to dynamic circumstances. Utilizing static budget as a yardstick, flexible budget provides apt measurement and elasticity of control over the activities. Flexible budget is appropriate  for the companies with high degree of variability in their sales and production, or companies in industry which easily are affected by the external factors.





The following scenario gives illustration on the distinguish in the measurement by point of view on static or flexible budget.
IT company provides program product “C-Talk”. Company have planed the followed levels of activity depend of the new subscribers:
	Activity level:
New subscribers
	1 million
	2 million
	3 million

	Subscription revenue
	£10,000,000
	£50,000,000
	£100,000,000

	Direct Cost
	£3,000,000
	£7,000,000
	£10,000,000

	Indirect Cost
	£2,000,000
	£3,000,000
	£10,000,000



Emerge market increase the level of activity up to 2,5 million and the actual data is:
	Activity level:  New subscribers
	2,5 million

	Subscription revenue
	£80,000,000

	Direct Cost
	£13,000,000

	Indirect Cost
	£4,000,000



Based on the practice of static budget result of the revenue shows very profitable growth and benefit from the single subscriber. That is because the actual revenue is compared with the planed budget prepared before the being period. To evaluate and get better idea how realistic is the revenue is should be applied flexible budget. It takes into account variations in costs that occur as a consequence of changes in activity. In this case obviously the expenditures exceed the planed budget, rigorously. After subtracting them from the revenue it is appear that real benefit from the single customer is less than expected. Flexible budget compered actual cost with the cost should have been for the actual level of activity during the period. In addition, by analysing direct and indirect cost can be consider distinguish of the cost flow compered with the planed ones in the static budget. 
The main pro of utilize flexible budget along with static budget is that management can evaluate performance. Firstly, enable management to analyse the deviation of actual performance from expected one on two levels and secondly managers can compare actual costs at actual volume with budgeted costs at actual volume. 

[bookmark: _Toc49121898]Part C - Assessing merits and demerits a participative budget
Every organisation has different requirement and approach to creating the budget. In some organization budget is prepared from head quartier with no participation of the employee in other organisations the bottom levels of managerial hierarchy have a significant cooperation in detailed planning of the budget.
Based on the levels of involvement in the budget process are outline three main types. First one is imposed budget which is define top to down. Regarding to the goals executive managers set the budget. Second one involves the low levels managers of work hierarchy in creating the budget, which is known as participative budget. However, in bottom-up budgeting still exist point that budget should receive approval by senior management.  When this approval rise negotiation is known as negotiating budgeting. Moreover, the negotiation aspects of the budget planning always should refer to company interest, accomplish it objectives and serve to achieve its goals (Weetman, 2013).
The nature of business is not an invariable, it changes the requirements’ quickly and unpredictable. Hans, feedback and participation of bottom level managers dimers attention. Building the bottom-up budget can be supportive and contribute extra advantages in company budgeting. Opposite on the top-down system, bottom level managers are staying closely to the emerge circumstances. That is giving them advantage in recognizing the new budgetary needs and more greatly assess new level of risk in dynamic changes. Having direct contact with the subordinates, actively involved in the project task, obtain accurate information and effectively contribute in future budgetary decision- making. 
On the other side involving voice of the employees in budgeting enhance their motivation and commitment, respectively performance. People seek to voice their opinion in decision process because it allows them a chance to influence the outcome in the end. Moreover, asking subordinates to participate in decision-making trough the voice process reflect on the view of their equity affiliation into organization. Overall provision a voice in decision process increases positively the perception of fairness and have significant effects on performance (Byrne & Damon, 2008).
However, participative budget occurs as very time – consuming process. Depends of the company volume on the way to the top budget may need to face agreement on too much levels. On some of them participators may process for long time negotiations. That cause derail of process and the manager should take final decision, which related to the impose budgeting.         
[bookmark: _Hlk48987452]The other limitation of participative budget is budgetary slack. Based on the target’s managers purposed financial and nonfinancial measures of the budget. Having this right unconsciously managers could be led to obtain self-advantages of the budgetary slack. According to the experimental research on Church, et al., (2019) managers in their decision making are affected by type of budget measurement. Financial measurement reinforces conception of money and rise the managers’ appetite in chasing self-interest. In addition, that will overpower participants' moral self-control and conduct for higher budgetary slack. On the other hand, using the nonfinancial measures in budget reporting influence personal perception, decrease the misreporting and respectively limited benefits from budgetary slack. Based on all can considered that measurement system effects managers decision and that have to be taken in account in aim to improve effectiveness of management control system (Church, et al., 2019).

[bookmark: _Toc49121899]Conclusion
This essay presents the significant role of the budget in dynamic business environment. Budget is a tool which provide a foundation for short- and long-term planning and setting the goals for organisation. Future based on the budget managers can effectively evaluate organisational performance. The use of flexible operating budget gives a valid basis for comparison when actual production or sales volume differs from expectations. Having the budget helps managers to take decision and accurately adjust the business strategy into the changing environment in very short- term.
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