


  MANAGEMENT ACCOUNTING
LCBB 5002

















Name: Cornel Valentin Gabriel Bondor
Student Number: 1813451
Lecturer name: Winifred Soribe

Table of Contents
Introduction	3
Discussion	3
1. Role of budgeting in the technological industry	3
2. Budgeting process related to changing environments	4
3. Flexible, Static, and Participative Budget	5
4. Importance of budgeting in short-term decision making	5
Conclusion	6
Reference List	7



[bookmark: _Toc49167570]Introduction

This study sheds the light on assessing roles related to the process of budgeting that helps the managers to take optimal decisions for sustaining competitiveness with the constantly changing environment. This study also involves the evaluation of flexible and static styles of budgeting in reference to theories along with the demerits and merits of participative budgeting. The study focuses on different technology company as an example that reflects capital budgeting 
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[bookmark: _Toc49167572]1. Role of budgeting in the technological industry
Capital budgeting can be considered as an effective process for the decision making that will be beneficial to the technology companies such as Apple, and Samsung many more for the evaluation of the short-term capital-intensive projects from establishing new facilities to replacing outworn computers. It is of utmost importance for the organizations to assess the project completely whether it includes a lot of upfront expenditures or is concerned to be profitable before making an investment in new technologies (Hellsmark et al. 2016). Much of the tech companies in this current environment uses different budgeting tools, which in turn, facilitates the budgeting forecast and financial control. The Samsung, as for an example, uses CPM tools in their budgeting process, which helps them to automate their budgeting process with boosting the financial integrity (Performance Canvas, 2016).
The management can utilize the operational budgets in order to provide the motivation to the persons for helping to achieve the overall objectives of the organization such as Apple, Samsung, and many more with the help of committing them to the predetermined action plan. The direction can be provided by the budget, in which the quantification related to the objectives of management can be represented by the effective budget. In order to achieve the relevant objectives of the organization, it is significant for the manager to be committed to working toward effective budgeting (Martin and Bodanac, 2018).
The data within the operational budget can be considered as a beneficial factor for serving in terms of standard against which for making the comparison of the actual result of the units regarding business or manager. The operational budgeting also plays a coordinating role for the organization. The operational budgets will be helpful for companies such as Samsung, Apple, and many more to coordinate the activities regarding several parts of the organization to provide a consolidated action plan. It is also significant for the managers at every level of organization that they need to take a systematic or rigorous look in order to get an idea regarding the process of the business functions. They also need to be aware of the behavior of revenues and costs related to their units. Budgets can be concerned as beneficial analytical tools in order to determine the process for the improvement related to the performance of the organization (Karangi and Mwangangi, 2017).
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The process of budgeting is generally utilized by companies such as Apple, Samsung, and many more for translating the plans, expectations, and strategy regarding the future into non-financial and financial numbers. It has been observed for increasing control across the immediate environment along with addressing the problems before they happen. Alternative methods of budgeting are considered to be the umbrella terms for the effective budgets that generally adopt various time perspectives, different approaches to the process along with rejecting the budgets together. This involves flexible budgets, variable budgets, activity-based budgets, and many more. Budgeting can be expressed as a control tool of the management, an instrument for the performance management along with the communication tool. It has also been called the manifestation related to the strategy of the organization (Grossi et al. 2016).
The theory of budgeting can be concerned as the financial plan related to the estimated cash outflows and inflows that have been generated by the organizations such as Apple, Samsung and many more. The sound theory of budget guides the manager of the companies related to the funds at hand along with effective spending regarding the similar. At the time of increased uncertainty and turbulence, it is of utmost importance for the organization to adapt their relevant strategy in a rapid way with the communication, control as well as planning aspect related to the budgeting that becomes the significant element. It is important for the managers of the organizations to receive reliable as well as accurate information on a regular interval so that it will be helpful for them to adapt to the changing environment in an accurate manner (Kondolf et al. 2018). The greater environmental uncertainty and turbulence then there will be greater reliance on the accounting controls of the management. At the time of a highly uncertain environment, it will require to employ more accounting controls of the management for managing the organization in an effective manner. The higher environmental uncertainty may lead to an emphasis on the evaluation and analysis of variance. It is necessary for organizations such as Apple to employ formal controls of accounting with enhanced processes of communication at the time of uncertain environments. It will be significant for the organization to adapt flexible budgets at the time of the economic recession (Goetz and Patz, 2017).
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a. Flexible Budget
It refers to the budget that flexes or adjusts with the changes in activity or volume. The flexible budget can be concerned as more useful and sophisticated as compared to the static budget. For costs, which vary with activity or volume, the flexible budget may flex as the budget will involve the variable rate for each unit of activity rather than an individual fixed total amount. Flexible budgeting plays an essential role in measuring the efficiency of managers. The flexible budget can also be concerned as the time-consuming method in figuring out the process of the variable costs as the time is often considered at a premium during the season of budget (Overmans, 2018).
b. Static Budget
It refers to that kind of budget, which incorporates the anticipated values related to the outputs and inputs, which are conceived before the time-period. The static budgets are generally utilized by management for gauging the financial performance related to the company over time. The static budget plays an effective role in monitoring the revenue, sales, and expenses that help the organization such as Apple, and Samsung many more for attaining the optimal financial performance. A static budget can be served as a map or guide for the whole direction regarding the company. Static budgets can be more significant to the organizations, which have highly predictable costs and sales along with a short-term period (DeMott et al. 2016).
c. Participative Budget
It is concerned to be the process under which the impact of the budget among the people are actively included in the process of budget creation. When the participative budgeting is generally utilized across the organization then the preliminary budgets usually work their way up with the help of the corporate hierarchy being possible modified and reviewed by the mid-level managers. It will take a longer time for the creation of the budget due to the involvement of the larger number of employees in participatory budgeting. The cost of labor that has been associated with the creation of such a budget is relatively higher (Popesko et al. 2017).
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Budgeting can be considered as a significant ingredient for attaining success for any organization. The organization can take the relevant decisions that are based on the short-term along with the plan of moving forward with the help of budgeting. With the help of forecasting funds, allocating money, and prioritizing the projects to various sources as the budget can be concerned as the backbone for any better plan of the organization (Nerini et al. 2017). The budget can be considered an effective method for the manager of the organization to make a significant decision based on a short-term period for streamlining the business along with eliminating the roadblocks towards growth. The budget will also be helpful for organizations such as Apple, and Samsung many more to take the short-term decision for finding the best wats for funding into the project. The model of budget can be concerned as the financial plan that have been effectively utilized by the companies such as Apple, and Samsung many more to emphasize the monetary constraints that needs to be adhered by the companies. As for an example, Apple Inc uses the incremental budgeting method, which helps the managers to evaluate previous results and current results to have forecast (Business Insider, 2017). 
The forecast refers to the futuristic outlook regarding significant variables such as customer habits, profit, and sales. It is necessary for the managers of the organization to divide the process of the organization into various stages as it will be helpful to take all the relevant information along with the data into account for making effective short-term decisions (Pye et al. 2017). The decision related to the short-term funding needs to be estimated by the managers of the company such as Apple, Samsung, and many more as it helps to provide the framework for prioritizing the constraints as well as spending for the necessary investments. It is of utmost importance for the organization to prepare the short-term budget as it will be beneficial for the organization to plan along with being responsible for unexpected events (Tarka, 2018).
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The above study analyses that the methods of budgeting play an effective role for the managers of the organizations to make significant decisions within the environment that are constantly changing. It has also been analyzed in the above study, the evaluation of various styles with the objectives to identify the demerits as well as the merits of participative budgeting.
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