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[bookmark: _Toc46701969]Introduction
Management accounting is a critical component of organisational management, particularly in financial management. Various systems, standards and processes have thus been developed by multiple professionals and work of literature to simplify and adequately manage finances (Fleischman and McLean, 2020). Budgeting is a critical part of management accounting for Softconic Company; an IT company producing word processing software and other collaborative applications. It forms the basis of financial monitoring, evaluation and future allocations. It is therefore vital for Softconic to adequately examine their budgeting styles and realign them with their various short-term and long-term goals during these hard social and macroeconomic times brought about by the Covid-19 pandemic (Miller, 2018). This paper examines the various styles of budgeting, the link between budgeting and short-term decision making and their various merits and demerits and the best system to be adopted by Softconic Company. 
[bookmark: _Toc46701970]Budgeting Styles
Various firms use different budgeting styles depending on the goals and strategies of the firm. Budgeting styles may either be flexible or static. The difference in their application depends on organisational structures, short and long-term goals and the environmental dynamics pertaining to budgeting and financial management (Miller, 2018). 
[bookmark: _Toc46701971]Static budgeting
This is a form of budgeting in which anticipated values of input and outputs are incorporated into the budget before the operations begin and remain unchanged for the reporting period (Boll, 2018). These) budgets are used when the management is dealing with recurrent expenditures and expenses that are expected to remain unchanged throughout the undertaking (Fleischman and McLean, 2020). 
Advantages 
First, they are easy to follow and implement as it requires no updates all the time. These budgets are not adjusted as per the environment and thus are easy to use (Boll, 2018)
Secondly, thee budgets are easy to use in monitoring and evaluation as they are easily used for future predictions and historical tracking, especially when variance analyses are done. This is because they undergo minimal changes between fiscal years (Boll, 2018).
Disadvantages
 Its most considerable disadvantage lies in its lack of flexibility. This style does not adjust to the dynamics of the implementation process, which may lead to inefficiencies in the process. Additionally, these budgets are dependent on previous estimations and may pose a challenge to new businesses (Muller and TNO-ESI, 2020).
[bookmark: _Toc46701972]Flexible budgeting
This is a budgeting style that incorporates values of inputs and outputs that are expected to change over time. These budgets adjust with changes in quantity and cost of activities. It is more complex and with more use than static budgets (Langfield-Smith et al. 2017). 
Advantages 
They are very convenient due to their flexible nature as they can be adjusted according to the dynamics of the implementation processes (Fleischman and McLean, 2020). These budgets allow for financial increases or cuts, depending on the amount needed at every stage (Miller, 2018).
Disadvantages
The primary disadvantage of this budgeting style is the difficulty in making motoring as value keeps on changing (Podrez, 2019). They are therefore difficult to use in making historical tracking and future predictions.  Secondly, these budgets allow cheating and theft due to their flexibility. Unrealistic figures may be added for the sake of self-interest (Langfield-Smith et al. 2017). 
Flexible budgeting, especially in this pandemic would suit Softconic Company as it would offer a versatile way of financial management. The period has come with reduced demand and harder macroeconomic environment; flexible budgeting would allow for frequent adjustments to realign financial management with the dynamics of the period.

[bookmark: _Toc46701973]The link between budgeting and short-term decision making
Budgeting is a critical part of organizational decision making as budgets form the basis for financial expenditure, monitoring and evaluation. Budgets are usually short-term for one fiscal year. The contemporary business environment is highly data and technology-driven (Fleischman and McLean, 2020). Real-time decision making is thus very critical in attainment of sustenance of competitive advantages. Budgeting thus is essential in medium-term plans that ultimately translate to short-term plans which helps the decision-makers take advantage of opportunities (Boll, 2018).
Primarily, they help in making short-term financial strategies. Budgets provide data and information about past expenses, thus used for making short-term future forecasts. They take into account expected incomes, expected recurrent expenditures and expected expansion expenditures. This helps the management make essential and informed financial decision through forecast and planning (Podrez, 2019). 
Secondly, budgeting offers a way to explain financial outcomes. Budgets are a crucial tool in making financial tracking in the monitoring and evaluation process. Budgets provide critical financial information that may be used to explain certain financial outcomes. Decision-makers can adequately understand particular outcomes are as a result of financial actions. This then helps them in making better short-term decisions that may even form the foundation for long-term processes (Muller and TNO-ESI, 2020).
Softconic must make efforts to significantly incorporate budgeting not only in financial management and evaluation but also as a source of data and information for decision making. The Covid-19 pandemic has made financial resource a very critical factor in firm management. It has to use budgeting as a means to cut down costs and prioritize projects that increase output. 
[bookmark: _Toc46701974]Impacts of changing environments on various budgeting styles
The budgeting process is faced by numerous environmental factors, both internal and external. Different forms of budgeting, therefore, experience different levels of environmental factors and also respond differently to environmental dynamics (Podrez, 2019). Most importantly, to note, budgets are derived from past organisational activities and accompanying elements and expected activities and costs (Fleischman and McLean, 2020). 
Static budgets
These budgets do not react to changes in the environment during the cause of implementation unless the factors are extreme and may cause such things as work stoppage (Boll, 2018). These factors include such things as extreme environmental factors such as the Katrina Hurricane of 2005 in New Orleans. In such a case, the budget may change to flexile or work may stop and picked up at a later period while retaining the static nature of the budget (Podrez, 2019). However, static budgets are made with extensive research and predictive efforts to incorporate all the possible factors. The flexibility of statics budgets can only be taken into account at the time of preparation. A firm must thus take into account all the relevant information concerning past, present and future to adequately prepare static budgets (Muller and TNO-ESI, 2020).
Flexible budgets
These budgets are the most advantageous at the time of implementation as they quickly and more effectively adjust to the dynamics of implementation processes (Langfield-Smith et al. 2017). It is challenging to make financial estimations without error margins adequately. There is always the risk of making errors or encountering unexpected factors such as calamities or inefficiencies of whatever nature. These factors may have varying effects on the budget implementation process (Fleischman and McLean, 2020). Incomes may come lower than expected, or expenses may increase in the process more than expected. Flexible budgets can adjust by increasing allocations or cutting down expenses where possible (Muller and TNO-ESI, 2020).
Covid-19 pandemic has brought massive environmental change to the business environment. Cessation of movement, and reduced demand have massively limited activities thus necessitating adjustments to budgets. Flexible budgets are therefore the most favorable for the firm. These budgets help in prioritising essential activities to cut down costs and are more adaptable to changing environments.
[bookmark: _Toc46701975]Participatory budgeting
Static and flexible budgets may be participatory or imposed. Participatory budgeting means that the process of budgeting and implementation is done through a democratic, inclusive and consultative means (Fleischman and McLean, 2020). This involves including all the relevant stakeholders in the budgeting process. The management involves people in the lower levels in the budget-making process. Imposed budgeting refers to budgeting, where the management makes the budgeting processes then shares with the lower levels (Bednarska-Olejniczak and Olejniczak, 2017).
Advantages
It is crucial in employee motivation as it shows that the management has confidence in its employees. Employees are, therefore, motivated to commit to the firm and be creative and responsible (Muller and TNO-ESI, 2020). 
Vitally, it promotes the unidirectional flow of company’s processes of achieving its objectives. Employees are at per with the management in decision making and thus creates a unidirectional movement for the while workforce (Bednarska-Olejniczak and Olejniczak, 2017). 
Disadvantage
The primary demerit of participatory budgeting is time-consuming. Involving every stakeholder in decision making is time-consuming and may also be costly (Langfield-Smith et al. 2017).
Participatory budgets have a significant influence in organisational management as they allow for efficient allocation of resources, they promote adoption of realistic and more accurate budgets and also encourage information sharing between the management and the employees, fosters employee motivation and more importantly, helps clarify organisational goals and objectives (Bednarska-Olejniczak and Olejniczak, 2017). Softconic must thus foster participatory budgeting to cover all the relevant areas and involve all the relevant stakeholder to deal with the pandemic as a single integrally. 
[bookmark: _Toc46701976]Conclusion
In summary, budgeting is a crucial part of modern management accounting. It forms the basis for most financial activities and tracking. Effective budgeting systems and processes must, therefore, be adopted depending on the structures, cultures and the needs of the firm. Flexible budgets are, however, the most effective forms of budgets and most favorable for Softconic as they quickly adapt to the continually changing business environments. The firm must deal with Covid-19 through participatory and flexible budgeting to foster cooperative management and financial control.
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