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[bookmark: _Toc47722863]Introduction:  
This essay is aims to develop knowledge of budgeting with describing the budgeting roles in building optimal judgments in changing environments or scenarios. The essay will investigate the role of budgeting and different styles of budgeting which are important in relation to creating sound decisions. In this essay, different budgeting styles as static, incremental, flexible, and others would be discussed with defining their strengths and weaknesses. Eventually, it will also explore the strengths and weaknesses of participative budgeting. 
[bookmark: _Toc47180479][bookmark: _Toc47632431][bookmark: _Toc47722864]Role of budgeting:
According to Kelly (2015), budgeting can be defined as determining the specific goals as well as have the detained plans that are essential for accomplishing the goals. The budgeting aids to design realistic forecasts regarding the coming period as well as demands that are developed by managers with the support of profit blueprint and financial implications of profit-making activities of the business. 
Barr and McClellan, (2018) defined that business firms can use budgeting to numerous of causes with better preparation as well as monitoring for developing sound judgments. 
Concerning this, business firms have adopted the budgets as a tool to allocate capital, predict performance, and communicate expert information, and others to interested parties regarding purposes of planning.
 In the business enterprise, the most important element is budgeting that contributed in the organizational progress or growth in the respective market. The use of a budget enables the managers to decide whether the company can move forward. The budget also predicts the revenue or expenses and prioritizes the programs and others that are needed regarding the success of the organizational policies and plans. 
In the views of Shim et al, (2011) budgeting is important for businesses with better plans and strategies regarding estimation of budget depending on the company’s performance in the past year. In the company, managers are engaged in the planning depending on the position of the company which is evaluated through the procedure of budgeting.
 This is also measured that the use of budgeting also allows comparing the organizational actual performance with forecasted outcomes. In addition to this, it is needed for the business managers for building quick judgments because over time technology is becoming changed. The producing budget is also helpful for the managers in showing the progress or status of the company (King et al, 2010). 
The main reason to changes in the process of budgeting is development in technology as there are numerous of technologies are available that are helpful in building effective judgments. 
Baker and English (2011) stated that budgeting is played a significant role to determine benchmarks in the companies that are operated in the technology industry.
 For example, EE Limited is an internet service provider and mobile network operator company that is applied budgeting which supports in achieving high efficiency for the management of operational practices. 
The company gets the support of budgeting in accomplishing the opportunities in the short term as budgeting is flexible and easy depending on the organizational practices. In support of this, Collier (2015) defined that budget evaluation is helpful for business managers in relation to creating quick and reliable judgments as it communicates about the variations in the forecasted or budgeted performance and actual outcomes. 
For example, EE Limited has applied the budgeting process in relation to assigning the expenses and revenues which would be incurred in the near future. The company has applied innovative or new technologies for creating budgets as well as it has effective decision making for the future of the company. It helps in knowing about the gaps in expected or actual outcomes in organizational performance in terms of cash inflows and outflows. 
[bookmark: _Toc47632432][bookmark: _Toc47722865][bookmark: _Toc47180480]Various budgeting styles and their benefits and demerits:

Static budgeting
 This style of budgeting refers to a budget that incorporates the fixed amounts which are determined upon before beginning of the budgetary period. In the use of this type of budget, amounts in the budgets are not changed with the changes in the figures or volume. A static budget is a focus to gather and evaluate the data or information that would be contained in the budget before the budgetary period begins. 
There are numerous of advantages of using a static budget. Concerning this, Shim et al, (2011) stated that the main benefit of this budget is that it can be easily used and developed as there is no need to make adjustments in turnover and sales volume changes. It also enables to calculate or estimate the costs and total sales over the budgetary period.
 The business firms that are larger applied static budget as a master budget that is helpful in the analysis and forecasting of data. In support of this Reeve et al, (2011) defined that business firms can easily follow and implement the static budget as they do not need to update the budget on a continuous basis over the budgetary period. 
This budget also provides strong insight into the profits and costs of the firms through performing variance analysis that aids to decide whether the company is underestimating and overestimating its revenues and expenses so that business strategies can be altered. In opposition of this, Algharabali, (2019) stated that the main demerit of a static budget is lack of flexibility as it is not flexible or it may not be altered for getting benefits of changes in expenses and revenue. The business firms in using this type they cannot manage the influences of changes such as increase/decrease in sales, and others. 
At the same time, in the case when underperforming areas are identified then the company cannot assign extra resources for support. It has negative influences on the revenue stream of the company. This budget cannot be easily developed and implemented as it depends on the previous data. 
Flexible budgeting
 It is defined by CIMA that flexible budget is a budget which flexes or adjusts with the changes in activity or volume that give effective tool regarding performance evaluation. This method recognizes the differences and changes in the behavior between variable and fixed costs in relation to changes in turnover, output, and others (Dugdale and Lyne, 2010). It is stated by Drury, (2013) that a flexible budget measures the influence of changes or varying volumes of activities on cash position and profits that aid in better production planning and planning of profit. The use of this method enables managers to establish budget costs regarding any level of activity in a relevant range or after completing activity periods. In opposition of this, King et al, (2010) stated that it is produced depending on the continuity assumption while in the future they can be stopped as well as this method does not keep the record of discounts that the company getting on purchasing material in bulk. This budget method also tends to maintain the fixed cost at a similar level of sales or output.       
[bookmark: _Toc47180481][bookmark: _Toc47632433][bookmark: _Toc47722866]Effects of changing environments on different styles of budgeting: 
The alteration of management accounting activities or practices and ways for management of the organizational practices and budgets are affected by the styles of budgeting. Concerning this, budgeting procedure in relation to producing budgets is impacted by following the budgeting principles as well as changes in the rules and regulations related to budgeting. In the current scenario, the needs of the businesses as well as technologies are being continuously altered based on the changes in the organizational activities or practices, so stakeholder's interest has implications on the styles of budgeting applied by the companies effectively (Shim et al, 2011). In addition to this, changes in the accounting practices and environment as well as enhanced the practices and activities of budgeting as they focus on continuous review and updates as well as consider the best actions or policies in the company. There are numerous of internal forces that affect budgeting such as organizational or technological, corporate and automation information systems, human resources, and others. 
[bookmark: _Toc47180482][bookmark: _Toc47632434][bookmark: _Toc47722867]Strengths and weaknesses of participatory budgeting and its implication: 
Participative budgeting is a budget or situation in that budget are developed as well as set after inputs from the important employees, rather than merely being imposed. 
This budget is purpose is to divide or distributes the responsibilities or duties to subordinate managers as well as setting a personal ownership form on the final budget (Zainuddin and Isa, 2011). 
The process of participative budgeting is involved in the lower level of management about production budgets. It is a bottom-up approach that tends to produce budgets that are more achievable as compared to top-down budgets which are imposed by the senior managers in that there is less participation of employees. there are numerous strengths of participative budgeting as Baker and English (2011) defined that it considers the transferal of the information or data from the subordinates or department level managers to superiors or top management that increased the subordinates budgeting responsibilities and job satisfaction.
 In addition to this, it also gives them opportunities to subordinates to direct contacts with top management for discussing business issues so that they can be resolved effectively. This method also increases the employee's motivation level when they are involved in the process of budget preparation as they feel a sense of ownership when their ideas or suggestions are considered by senior management. In opposed of this, Walther and Skousen, (2014) defined that participative budgeting is time-consuming in comparison to imposed budget.
 It is because preparation of budget begins from the participation of department level to top management so high participation can occur which can derail the procedure. In addition to this, the procedure of participative budgeting considers the more numbers of people that result to increase in the costs of labor.  
[bookmark: _Toc47180483][bookmark: _Toc47632435][bookmark: _Toc47722868]Conclusion:  
It is summarized that budgeting is significant with effective preparation and monitoring regarding developing sound judgments for the company’s growth and progress. There are numerous of budgeting styles that are available for the business firms for creating effective judgments as activity-based budgeting, incremental, static, and flexible budgeting. This also concludes that participative budgeting increase the employee's motivation level as involving them in the process of budget preparation make them feel a sense of ownership while it time-consuming in comparison to imposed budget.
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