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Executive Summary
The purpose of this report is to analyse the principles and concepts of finance. The report  will discuss the risk, funds capital marketing, capital budgeting, the report will then move onto different times of budgeting.  Such as traditional budgeting, incremental budgeting, activity-based budgeting  and zero based. The report will also give an insight about the rolling budgeting.  
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Introduction 
Principles and concepts of finance is defined by various ways. It is defined based on a business are prepared. 
























Main Findings

The stock budget for the six months to 30 November is:
	June	July	Aug	Sept	Oct	Nov
	£000		£000	£000		£000		£000	£000
Opening balance	Stock purchase 	      125	      180	      305	       	123	170	293	104	203	307 	118	200	318 	164	180	344 	197	195	392 
	 	  	 	 	 	 
Cost of Stock sold						
(60% of sales)	Therefore closing stock	(182)	123	(189)	104			(189)	118	(154)	164	(147)	197	(133)	259
						
						
						


The cash budget for the period to 30 November is:
	June	July	Aug	Sept	Oct	Nov
	£000	£000	£000	£000	£000	£000
Cash receipts. 	Sales net of  		255 		 265		265 		216 		206 		187 
Cash payments.	Administration  	(21)	(20)	(18)	(19)	(19)	(17)
Stock purchased  	(205)	(180)	(170)	(203)	(200)	(160)
Repayments of loan  	(7)	(7)	(7)	(7)	(7)	(7)
Selling expenses  	(9)	(8)	(8)	(7)	(6)	(6)
Taxation paid	-	-	(20)	-	-	-
Interest payments	(1)	(1)	(1)	(1)	(1)	(1)
Shop refurbishment	   24   -	(26)	(18)	( )	-	-
Cash surplus (deficit)                                   	22 	23 	23	 21	 27	24 
Opening    balance                                                          	25 	 47	 25	 1	 22	 49
Closing balance	 47	24 	1 	22 	49 	73 


The (accruals-based) budgeted Profit & Loss Account for the six months ending 30 November is:
	£000	Calculation
Sales 	1420   	 260+270+270+220+210+190
Cost of goods sold	(994)	therefore 1420x70%
Gross profit.                              	426 	                                       
Selling expenses	(41)	 8+8+7+6+6+6
Admin Expenses	(144)  	 26+25+23+24+24+22
Credit card charges	(25.56)     	                                         
Operating profit	215.44 	
Interest payable	(8.4)    6 months x 7000 x 20%	                                         (Note 5)
Profit for the period	207.04 					














Types of budgeting 
Cost Management 
Garner (2024) explicates that cost accounting now inhabits such a prominent place in the business community that it is appropriate and exceedingly wanted for its principles to be specified in cautious method. 
The development of cost and accounting management has been around for centuries and has been used by different industries. A few centuries ago, they used to write down the cost on paper as a budgeting review. The reason for starting this was to balance out the objectives. The budgeting report was initially designed for management decision making. According to Boyns and Edwards (2006) the budgeting tool has continued to evolve the technology system and management system and is currently being used by different title in different ways such as, variance analysis forecasting, strategic planning, and routine performance to help make stable decisions. 
For the past years, budgeting has been used widely across the globe in order to track cost and supply. Budgets or company budgeting  are usually known as appliance for validating businessowners activities. According to Vaznoniene and Stončiuviene (2012) budgeting systems should be used since it gives a fundamental budget figure. Analysis shows the problems and solutions to it, the budgeting system also allows firms to be financially inhibited. And lastly it pinpoints areas for improvement, in addition the budgeting system promotes companies positively hence why companies should use it. 

Capital Budgeting
Edward’s stock budget chart shows that he owes a lot of money to the bank, and they want it cleared by the end of November. However, since his business was not doing great with a shortfall of profit, he is most likely to go into debt. Therefore, taking little things into consideration will make a difference. For example, Edward should only purchase the stocks that he knows will sell out in his shops rather than buying multiple different items that are likely to sell out. By applying this method, he can work things out and save at the same time.
	Furthermore, Edward should not renovate or refurbish his shop until his loan is cleared. This is because this may cause him to fall into further debt. This will be detrimental to his business because it means that he will have less capital to purchase his inventory. 

Bennouna et al. (2010 explains that capital budgeting is the process of analysing investment opportunities in long-term strength which are expected to produce ease for more than one year. 

Traditional Budgeting 
Traditional budgeting has been used my companies’ whether in the banking and accounting industry, retail industry, or healthcare industry. Despite many different budgeting tools, this traditional budgeting has been widely used for many years. This method of practices has become a part of companies’ culture. However, despite all the good points, some firms still criticise it. This is due to inefficiencies or missed opportunities made by the management teams. Consequently, Kassem and Halilic (2022) elucidated that to achieve better results, traditional budgeting should make it compulsory for companies to establish budgeting practices. 


Every organization nowadays has a risk or uncertainty. These risks can be either controllable or out of the hands of a human’s control. Therefore, some risks can be mitigated, and others cannot. Hsu et al. (2012) expounds that this means that organisations can plan their operations around the risk that something bad can happen. Natural disasters such as heavy rain, flood or earthquakes can make decisions makers prevent future plans or reschedule their activities and operations. Hence why taking precautions and planning ahead can ease decision making. 
According to Mind Tools (2024) traditional budgeting is well known for sales and earnings. The reason why it has been used amid businesses over several decades is due to the fact that it compares existing plans. Besides, managers and employees can monitor their performance, for the previous year and preceding year. However, there can be some barriers affecting this method, for example, adjusting figures that was perhaps wrong which can lead to conflict. Using the same decisions that were used in the previous years. Therefore, the paper argues that if there is a negotiation that takes place, and the figure turns out correct then all should be well accounted for. 
The traditional budgeting strategy has faced criticism for many years now. There are several reasons for this. Focusing on Short term results over long term missions. Another issue is that it hinders innovation this since resources are often shared out based on past performance rather than future options. Also, a dearth of flexibility within the traditional budgets can turn things around for example, adjusting to different market conditions alongside unforeseen events. (Liyanage and Gooneratne, 2021) 
One criticism of traditional budgeting is that traditional budgeting process emphases on cost reduction instead of business value creation. This implies that strategic initiatives are unreasonably lower urgencies. Additionally, Mind Tools (2024) explicates that another weakness is that a traditional budget is time consuming and takes a long time to prepare. The traditional budget is also not very flexible so it can result in decision makers making poor decisions from previous years. 
	
However, traditional budgeting has many advantages. According to ICAEW (2023) traditional planning and budgeting enable a financial plan to direct the organisation.
 It tells the company when things are steering off plan and something needs to be done in order for the company to improve itself. Moreover, a traditional budget behaves as a control as people are obligated to work within their spending budgets.

Businesses have been running for centuries, and the negative approaches can be handled by managers.  taking things into account before anything can happen is expected to prevent conflicts within. The business.  There are several ways managers can take actions to address the problems. Analysing the issues to detect future problems can be helpful. Likewise having full trust with one another is a key factor. For example, in Edwards case he is likely to face a few setbacks within the next six month. However, it can be prevented by defining the root cause of the the problem. Also, by tackling current conditions may make a difference, and monitoring, and lastly monitoring issues along the way to ensure the resolution is successful. At rill, P, & McLaney, E 2021

The main reason for budgeting is to control your finances and pennies every step of the way, it also helps to maintain your money wisely and competently. the budgeting system has become the centre of every organization and field out there.  Therefore, in Edwards case he will need to stop spending on unnecessary stocks, he will also need to cut down administration cost due to the fact his expenses are increase instead of decreasing. Furthermore, Edward will need to stall his plans for a shop makeover until his payment are entirely clear, by doing this he can do things according and plan when all the payments are completely clear. (Jstor.org, 2024)
There are many interpretations of cost accounting and management. The interpretations of the meaning are as follows measuring, procedure, and converse. Part of the role for cost and management control is to be always neutral. It is vital to know what the business or establishments want before making any decisions. (Banker, 2017)
Besides, in Edwards case the management team can take precautions on behalf of Edward by financially applying unique practices to control future risk. Another method id by having a well-known long tern solution from the business. All in all, advance planning always makes a difference for good solutions to budget controls. (Badell et al., 2004)
Another way managers can prevent problems are by taking notes daily as well as monitoring anything that may be concerning intended for the business. Likewise, executing plans such as directing and motivating the employees and not just word of mouth may help in some situations. In addition to compare. (will, 2018)

Capital Budgeting 
Capital budgeting in the present times has seen the high and lows in the department of finance and Management. Therefore, it is essential for businesses and firms in the long-term run. One of the main reasons are performance Evaluation, this is since it supports a structure for evaluating the performance of investment and they have been put forward. another important step is risk management as this may engage in taking risk for different businesses. For example, new technology changes or competitions along the way. All in all, capital budgeting requires good planning skills in order to go forward and complete task. (Charoenwong et al., 2024) 
	According to Fund Box (2021) the advantages of capital budgeting are that capital budgeting is easy for people to understand and learn, it is easy to forecast, and it makes it easier to measure liquidity. 
	On the other hand, there are some weaknesses of capital budgeting. One weakness is that capital budgeting is not very realistic. Another weakness is that capital budgeting also disregards the return on a project. Finally, capital budgeting neglects the time value of money. This is an issue as it can cause problems with the value of the organisation’s cash flow. 


 The position of management control entails that organizations are checking, planning, and directing actions.  cost accounting was predominantly introduced over three decades ago. YLÄ-KUJALA, A., MARTTONEN-AROLA, S. and KÄRRI, T., 2018. Said that some concepts are parallel, therefore it is not always an easy process. For example, the use of certain techniques may, or may not, require exposure of costs accounting figures.  

Cost management is crucial for any field that one may work at.  there are various reasons for this, some of the examples are budgeting, direct cost, indirect cost, capital investment, decision making and emerging issues. Dyson, J, Franklin, E, Dyson, J, Franklin, E, Dyson, J, Franklin, E, Dyson, J, Dyson, J, & Franklin, E 2020.  

There is a diverse range of institutions that examine budgeting very seriously. For example. many people that work for large institutions tend to have a budgeting plan to life their respective lives a tad bit easier. However, there are always advantages and disadvantages. One disadvantage would be that it is time consuming and can be a challenge to alter to changes. for some companies whilst certain companies go along with the method. Overall, the concept has been highly appraised by others. NGUYEN, D.H., WEIGEL, C. and HIEBL, M.R.W., 2018. Beyond budgeting.  

The use of capital budgeting is highly recommended for small or large organizations. the form of capital budgeting is vital for daily life and must be implemented for a better outcome for monthly and yearly figures as this will enable an individual to understand the calculations in terms of how much they spent, their remaining money and how much they have left. SZPIRO, D.A. and DIMNIK, T., 1996.  

For the past decades companies have implemented traditional budgeting, the method usually involves a method follow ups where the Management will set out targets. The method is usually based on a series of o9f past events such as the history of the company or the historical data, Companies use this method due to it being proven to help with planning and control. (Réka, Cardos Ildikó, Ştefan and Daniel, 2014) 

Traditional budgeting has been on the list of every organization and company. Based on some evidence there are three elements of budgeting these are, creation, follow up and analysis. According to (Etim2, 2017) creates room for improved performance among staff and produces a surface for Traditional Budgeting in Business sectors around the world.  
According to (Jstor.org, 2024) Most companies keep a track of their finance and management in order to make things easier around them. However, there may slight issues along the way. One of the weaknesses is that if money for an activity cannot be secured planning becomes pointless. And operation unsuccessful.  


Incremental Budgeting 

There a is extra type of budget known as incremental budgeting. The tern is known for changes within the system or starting the whole process from scratch to existence for budgeting. The term incremental approach is examined as the conservative approach. Just as any other budgeting this precise approach also has its advantages and disadvantages. For example, the advantages are that incremental approach does not cause rifts between other companies or rival this is since the subsidy remains stable. Likewise, the disadvantages are that it can be condemned for unnecessary spending it also fails to report for external features. According to  (Ortynsky, Marshall and Mou, 2021) Incremental budgeting is the most prominent type of budgeting method employed in governments. 

Furthermore, incremental budgeting has been directing the budgetary actions for many years. This method has its ups and downs. For example, with the decremental age there may be assets or supplies that are decreasing instead of increasing that may lead to dispute. Therefore, adjusting to the incremental change will be better for the organization as well as the development. If this happens it will mean that firms will go back to the incremental budgeting to adjust the data history, (Jstor.org, 2024)



Zero Based Budgeting
Zero based budgeting was invented a very long time ago. it was invented as a plan of action to see how you utilise every penny or pound that you earn. Besides the expenses are not added automatically rather they must be added manually. However, some managements feel at risk that may affect their policies. Some may also have issues making the correct decisions. (Pyhrr, 2012)
Over the years zero based budgeting has been practiced and implemented by firms across the different countries. The reason Pete Pyhrr came up with this process was to prevent wasteful spending. He originally came up with this concept whilst he was working at Texas. The main purpose was to ensure firms spend the funds wisely to recognise, it has also been identified as a slow development for the first year and gets better if each year if used appropriately. IBRAHIM, M., 2019 
Zero based budget has received a lot of recognition since the start.  The budgeting system gas been used by firms from the public and private sectors. At one point it became popular that large companies like 3G, Burger king, and Heinz also utilized the tool for their benefit. Although, there may be a drawback since other companies will need to cooperate along the way and might be unable to dedicate time for the entire year. (Coyte, Messner and Zhou, 2021) mentions   Firms with higher levels of costs (relative to revenues) are more likely to adopt ZBB.
	Furthermore, one advantage of using zero based budgeting is that it allows for lowers costs, as it accounts for old and new expenses. On the other hand, a weakness of zero-based budgeting is that it can reward short-term thinking and the ‘resource incentive’ (Cheng, 2024). 
These days, the system is shifting almost every other day; this means that it can be difficult to keep up with the latest techniques or tools. For instance, in the beyond budgeting model it is highly recommended to respond to market changes. Since the market is competitive, therefore, the aim is to do better each day. By doing this the organization can keep up with trends and techniques. Also, company rewards for excellent efforts can encourage management and employees to help elevate the company.  Motivate the team can also impact in a positive way with posutuve results. However, this system may not be for every company as the culture is fast paced and can be very time consuming. HOPE, J. and FRASER, R., 2000
Activity based budgeting was developed in the 19800s and is like traditional based budgeting, however there is a slight difference. Activity based budgeting is more to do with analysing the best possible method for your company, it also involves essential cost for the establishment. In addition, it helps budgets to be in control and setting morals, receiving feedback on actual performance, and acting whenever actual performance is set.  Activity based budgeting helps management see future events that are likely to occur as well as weigh what happened in the past. All in all, the above can be accomplished through good feedback from pier and partner companies. (Huynh, 2013)
Value proposition budgeting focuses on the revenue and growth of the organization. Value position value is arranged by a few things for example, managing, allocating and bookkeeping for public funds. It is also how much service they will bring to the business. This type of method stipulates the awareness of customer needs these include benefits and services a product can offer and competitive forces. SCOTT, D. and OVERMANS, T., 2020. Said Budgets are plans “for the accomplishment of programs related to objectives and goals within a definite period, 
There have been numerous types of budgeting throughout the years. All the budgeting types are similar yet different to each other. Rolling budgeting has been used by companies. The rolling budgeting is dissimilar in terms of system updates  regularly. For example, it can be updated monthly or every three months. (Chen and Huang, 2021) mentions that a rolling budgeting can also wreck a manager’s performance. 
Over the years sustain inability accounting have been taking place, the idea was to ensure ethical measures are in place in terms of social and economic factors. The sustainability accounting practice highlights three approaches. These are: 
Sustainable cost, Natural capital inventory accounting, Input–output analysis. (Lamberton, 2005) in a general sense sustainability accounting practice promotes healthy businesses and creates value for them. 


To evaluate financial performance and methods, one must analyse the profitability of the company, the financial wellness, and to reach its goal. By engaging in this technique firms can detect and evaluate their business performance.  (Fenyves, Tibor Tarnóczi and Kinga Zsidó, 2015) explains that evaluating is one means of comparing corporate performance. In this day and age financial indicators are commonly used in corporate performance analysis. 
 




















Conclusion 
To conclude the report discusses the stock level budget of Edwards. It shows his income, his expenses, and his outgoings. The stock flow shows the result for the current six months. Additionally, the report moves to how Edward can do better for after a supplementary six months. The report also shows how different types of budgeting can help businesses across the globe and how they can be applied or calculated within the workplace. 
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