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Executive Summary

The world is currently facing accelerated innovation, which has in turn created competitive pressure between economic units in a variety of fields, the most crucial of which is the conception of budgets for ongoing environmental improvement and preservation and their consideration of cost management to keep up with changes in the business environment.
Budgeting is one of the administrative procedures that has become popular in cost management and savings that result in customer satisfaction. 
Even though budgeting may appear little, it actually has a substantial influence.
The process of budgeting for continual sustainable improvement is carried out by the staff of the economic unit with the assistance of top management, without the economic unit incurring any extra expenses.
The intensity of competition between economic units has increased as a result of new advances in technology, and this competition has pushed economic units to look for cutting-edge administrative solutions to cut costs with budgeting and budgetary. One of these solutions is to budget sustainable continuous improvement.
The budget includes the precise actions and related costs that are required to carry out the organisational plans' objectives and targets.
The budget is divided into two parts: the revenue side, which outlines the funding sources, and the consumption side, which details the manner in which the funds raised are used (Lucy, 1996).
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Introduction 

The process of planning and managing an organization's financial resources is alluded to as budgeting in the realm of accounting and management. A thorough explanation of budgeting as an essential factor of financial management is provided by (Drury, 2018) in his book "Management and Cost Accounting."
“Budgeting is making a financial plan for a specified period” (Tamplin, 2023). It is a plan for how to distribute financial resources over an extended period of time—typically a month, quarter, or year—is the process of constructing a budget. By setting up a budget, a person or organization can make sure that their current assets are being used as effectively and effectively as possible to accomplish what they want (Cote, 2022).
A budget is normally created by first assessing projected revenue and then detailing all anticipated expenses, including both fixed and variable costs. Fixed expenses are those that don't change from month to month, like rent or mortgage payments, but variable expenses, like food or utility bills, can.
“The budgeting process is an essential component of management control systems, as it provides a system of planning, coordination, and control for management” (ACCA, 2022).  Since organizational goals in the public sector are more complex to articulate economically than those in the private sector, budgeting can be even more challenging.
By aiming for a percentage increase in sales and potentially decreasing other costs, this objective can then be met in the budget. As in a private corporation, the output might be expressed, for instance, in terms of sales revenue. The number of funds that must be spent to produce the specified level of output is directly related to it. The relationship between the amount of money that is available for a specific location and the amount of money that actually makes comparisons easier. As a result, budgeting naturally concentrates more on inputs alone than on the interaction between them and results.
 In a different- more public objective the goals could be mostly qualitative, like guaranteeing that all outpatients receive an appointment within the time they were told they need to be seen and referred to the hospital. It is complex to estimate this, and it is much harder to describe how it is actually accomplished. 
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	105 	124 	130 	158 	190 	176 
Stock purchased	180 	160  	203 	200 	140 	195 
	285 	284	333 	358	330 	371 
Cost of Stock sold						
(70% of sales)	(161)	(154)	(175)	(168)	(154)	(147)
Therefore Closing stock	124   	130   	158     	190 	176 	224 


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  		228 		218 		 248		 238		 218		 208
Cash payments	Administration  	(19)	( 18  )	( 16  )	( 17)	(17)	( 15 )
Stock purchased  	(180)	(160)	(  203 )	( 200)	(140 )	( 210)
Repayments of loan  	( 5 )	( 5 )	( 5)	( 5 )	(5 )	( 5  )
Selling expenses  	(8)	(  7 )	( 6 )	( 8 )	( 9 )	( 6 )
Taxation paid	-	-	( 20 )	-	-	-
Interest payments	(1)	(1)	(  1  )	(  1  )	(  1 )	( 1 )
Shop refurbishment	       -	  (11 )	 (10 )	    (12)	       -	       -
Cash surplus (deficit)	15 	16 	5 	 (5)	46 	 (29)
Opening balance	   (22)	( 7)	9 	 (4)	 (9)	37 
Closing balance	(7) 	9 	(4) 	 (9)	 37	 8



The (accruals-based) budgeted Profit & Loss Account for the six months ending 30 November is:
	£000	Calculation
Sales 	1590 	230+220+250+240+220+210=1590
Cost of goods sold	(1113)	therefore  1590 x 70%= 1113
Gross profit	334 	30% x 1113= 334
Selling expenses	( 44 )	 8+7+6+8+9+6=44
Admin Expenses	( 144 )	 26+25+23+24+24+22=144
Credit card charges	 (14.31)	 1590 x 30% x 3%= 14.31                                        
Operating profit	132 	334-44-144-14.31= 131.69
Interest payable	   ( 6 )	     6 x 5000 x 20%                                    (Note 5)
Profit for the period	126 	132-6

Evaluation 

Looking at the calculations it is easy to tell that Neural Ltd will be profiting in the next 6 months, but there will be some issues that the company will have to deal with. 

Starting off the first problem is the stock levels- they are too low. As it says in the article (Melanie, 2018) that companies that deal with physical assets require inventory to sell.

The goal of stock control is to balance the cost of obtaining and holding stock while ensuring that the company always has enough inventory for its consumers. Low stock levels in a company can be difficult to control because they can bring a number of different problems, including product shortages, lost revenue, unsatisfied customers, and ultimately net profits. Here are a few approaches that could help to prevent low stock levels:


Inventory analysis: Start by inspecting the present stock levels, demand trends, and delivery time. This will make it easier to evaluate the main causes of low stock levels and figure out potential improvement areas.


Reordering more consistently: If a company's inventory is frequently running low, increasing it more frequently must be taken into consideration. This will ensure that there is regularly enough stock on hand to meet client demand. 

Define safety stock levels to help minimize the probability of product shortages. Set safety stock levels for the products. safety stock is additional inventory that's kept on hand to handle unforeseen needs or supply chain delays.


Forecasting accuracy can be increased by integrating digital analytics, consumer trends, and industry trends. This might assist in predicting shifts in demand so that it can alter the inventory levels properly.


Collaborate with the suppliers to make sure to get the things that are needed by cultivating close relationships with them and keeping open lines of communication. 

Place a just-in-time stock levels system: To lower inventory carrying costs and boost the efficacy of the supply chain, implement a just-in-time inventory system. Instead of keeping excess inventory on hand, this strategy allows businesses to only order the things that are actually needed. 

In principle, monitoring low stock levels necessitates being proactive and open to modifying inventory management procedures. It can help to ensure that the company consistently has the products it needs to meet client demand by placing some of the above-mentioned techniques into practice. 

Favoring renovation works that are vital to the growth of the business is important as it may be too pricy to renovate a property.

Even though, there may be circumstances where a non-essential renovation is justified, such as enhancing the company's aesthetics or replacing antiquated equipment. There has to be the right timing chosen after budgeting and foreseeing the availability of funds to do so(Paradigm, 2022).

Remodeling the property may not be the main priority whenever a corporation experiences a deficit. There are a few ways how to control spending on renovations and refurbishments:

Establish the renovation's scope: start by determining which areas of the company require renovation. Evaluate the adjustments that are required. It's crucial to be specific about the renovation's goals and how they will help the company.

Create a budget for the restoration that takes into consideration the fact that it is a non-essential job. Taking into account the available financing alternatives and the amount that can be spent.

Dealing with builders and vendors: It's important to hire reliable professionals who can ensure that the renovation goals will be met while staying within the allocated budget. Getting quotations from several service providers can guarantee the most value for the money.

Engage the stakeholders: Informing the team and clients about the renovation process and the changes they might anticipate. This will ensure a smooth transition during the renovation and help manage expectations.

Following these steps and creating a realistic budget for the renovations will ensure that the move is financially stable. When remodelling a workplace for non-essential functions, detailed planning and budgeting are crucial. By being clear about the renovation's goal and working with reliable suppliers and contractors, it may improve the company's operations while limiting financial risk. (Drury, 2018) describes the targeted cost as one of the cost management techniques that strive to identify the target cost by offering the target profit margin from the target selling price throughout the planning and design phase of the product.





 Headings 


Budgeting and budgetary

A system of budgeting and budgetary control needs to be in place for the company to be effective under a number of circumstances. Many of the characteristics include:

Mission statement that is clear: The firm should have aims that are understood by all members. These objectives should be accompanied by budgeting as well as budgetary oversight, which should be used as a tool to execute them (Craig, 2022).

Strong leadership: The company has to have strong, capable leadership that is motivated to budgetary control and able to give employees clear direction.

Employees with skills in financial management and budgeting: who can effectively create and manage budgets should be present in the firm.

Information that is accurate and trustworthy: The company should really have access to the financial data needed to create and keep track of budgets.

Good communication: The company should have channels in place that are used to inform staff members of budgeting goals and standards as well as to provide them feedback on their work.

Flexibility: The organization must be able to evolve with the times and modify budgets as necessary to reflect these changes.

Performance incentives: The business must put in place performance rewards to motivate employees to help achieve financial goals and objectives.

Overall, the establishment of these requirements, as well as the dedication and participation of all employees in the budgeting process, are necessary for a system of budgeting and budgetary control to be successful (Astrill and McLaney, 2021).




Employee behavior impact on budgeting	

It is challenging for one system to fulfill all the demands put on an operational budgeting system by virtue of its key tasks. Role conflicts occur precisely because these needs are different from one another (Barrett, 2014).

Management must take into account employee attitudes when bringing budgeting to a company because they can have a big impact on how well the process runs. Four things about people's behavior’s that management needs to examine are listed below:

Individuals may be resistant to the adoption of budgeting if they feel it threatens their independence or the status quo. To overcome this opposition and secure staff buy-in, management must clearly articulate the advantages of budgeting.

Motivation: Depending on the kind of incentive someone provides, they may be more or less motivated to meet their budgetary goals. For instance, some workers might be driven by cash bonuses, but others might be motivated by non-financial subsidies, such as possibilities for professional progression or recognition. Management must comprehend employee motivations in order to properly design incentives.

Information sharing: Accurate and timely financial information must be exchanged among many departments and corporate levels in order to prepare a budget. Management must make sure that the mechanisms and procedures required to support this information sharing are in place, and that staff members are engaged to do so actively.

Behavioral biases: While making budgeting decisions, people may display a variety of cognitive factors, including confirmation bias, anchoring bias, and overconfidence. In order to reduce the effects of these biases, management must be aware of them and implement corrective measures, such as gathering data from a variety of sources or including a wide range of stakeholders in budgetary control.

These four human behavior-related points can help management design a more efficient and long-lasting budgeting procedure that is supported by employees and the organization's overarching objectives.

It can be difficult to resolve disputes between the different functions in the budgeting system. One reason for this is that while planning is essentially a simple business activity, ideas like motivation and evaluation are part of a more complicated branch of behavioral sciences.
Generalizations about the optimal course of action for management to take to lessen these disputes should therefore be avoided. The following points could help senior management when these behavioral issues arise:

 As it says in the article (SafeWork NSW, 2020) recognizing that role conflicts exist: The existence of role clashes throughout companies must be recognized. Employees may feel like they are being tugged in numerous directions and may find it difficult to prioritize their jobs and obligations as a result, which can cause stress and anxiety. Organizations must communicate clearly about job expectations and responsibilities in order to address role conflicts (Nancy, 2023).

The relative importance of each of the budget's roles may vary depending on the level of the organization.

To help employees better understand their roles and responsibilities within the budgeting process, it may be beneficial to offer training and support. (Belbin,1981) Said in his theory “Nine Team Roles” these people’s strengths have to be identified and teams adjusted correctly for it to be effective. (See appendix 1 for the nine roles identified). 

Monitoring key performance indicators (KPIs) for productivity, efficiency, and overall organizational performance is crucial for measuring role conflict management. Role conflicts can show up in KPIs like production levels, customer happiness scores, or revenue growth, which will influence budgeting, if they are generating delays or errors in the work process. Managers can assess areas for development and the efficacy of role conflict management approaches by tracking these metrics over time.

In general, role-managing conflict evaluation asks for a mix of qualitative and quantitative techniques, such as employee feedback, performance indicators, and routine assessments of organizational procedures and structures (Webinar, 2020). 

Traditional Budgeting 

Traditional budgeting techniques are the accepted techniques for developing and overseeing expenditures in companies. These methods are frequently distinguished by a top-down, methodology to planning and little engagement from staff and leaders at lower levels. Traditional budgeting techniques have several key characteristics, including:


Incremental budgeting: using the budget from the previous year as a starting point, incremental alterations are made to it based on revisions to the organization's objectives or outside variables. This strategy is frequently criticized for being stiff and failing to account for changing conditions.
Fixed budgeting: Creating a specific budget for a set amount of time, such as a year, and then carefully following it, is known as fixed budgeting. This method can sometimes be attacked for being overly strict and failing to account for unforeseen occurrences or changes in the situation (Averkamp, 2022).
Top-down budgeting: In this method, senior management establishes and oversees the budget with minimal interference from employees and managers at lower levels. This strategy is sometimes criticized for missing the viewpoints and insights of people who are most aware of the organization's everyday routines (Schmidit, 2023)
Yearly budgeting cycle: With this strategy, a budget is made for a set period, typically a year, and is then only reviewed once a year. This method is frequently criticized for failing to offer prompt feedback and alterations in reactions to changing conditions (Kenton, 2022).

Although traditional budgeting methods have been in use for a long period, they have come under rising critique in recent years for being restrictive and unresponsive to changing conditions. In order to be adaptable and responsive to changing conditions, many businesses are currently researching alternative budgeting strategies including rolling forecasts and zero-based budgeting.

The annual budget is agreed upon by the Board [of directors] after following through with a detailed budgeting and forecasting process. This process is periodically reviewed and revised (Astrill and McLaney, 2010). Both weekly and monthly reporting cycles are used to compare performance to the budget.

As (Madhani, 2015) said in the journal that traditional capital budgeting approaches were no longer sufficient in the current business climate to capture the movement of the new economy. Because of the altered market and economic conditions—the integration of the global financial system, increasing rivalry, and the emergence of new and emerging technologies—the current era is characterized by increased uncertainty and complexity.
Common methods for project appraisal are based on the Internal Rate of Return, Net Present Value (NPV), and Discounted Cash Flow.

These methods show a lack of ability to handle complexity, unpredictability, and flexibility. The strategies fail to consider different facets like executive flexibility, anticipated competitive advantage, or prospects for long-term growth; they only use concrete factors. Decisions ought to be made based on the information that is currently available to decision-makers when there is doubt. The current NPV technique for project valuation has shown to be insufficient because it doesn't correctly take uncertainty into account. Instead of assuming a greater risk-adjusted discount rate, the NPV approach's flaw is that it fails to take uncertainties into account, which might raise the value of a project investment. Thus, DCF-based approaches like NPV typically overestimate the potential upside of investment by assuming management's passive commitment to a particular operating strategy (Astrill and McLaney,2021). 

As (Elias & Etim, 2017) said in the research journal that the relationship between the budget, the home, and the management was designed and examined as a tripod. The study outlines the benefits of traditional budgeting and suggests a substitute for conventional budgeting ideas in the contemporary business environment. The study concludes that budgeting is the panacea for enforcing control, targets, and accountability because it reveals how the influence of organizational culture was seen to constitute the bane of the traditional budgeting process, implementation, and performance management with control as the critical variable at all levels of human activities.
It evokes management direction & motivational spirit among the workforce, therefore both people & businesses should use it.

The argument against the traditional budgeting system was made forcefully by (Hope and Fraser, 2003). They argued that budgeting commonly causes employee dysfunction, takes up management's time, and reduces an organization's flexibility and adaptability in any given business environment. They contend that budgets are both antiquated and uninteresting because they consume a significant amount of an organization's time and resources and don't adapt to changes in a competitive business climate. Budgeting, according to (Gurton, 2003), is an ancient practice. Yet, (Jensen, 2001) and (Wallander, 1999) both characterized it as "broken" and "gratuitous evil," respectively.

Conclusion 

Business managers can use budgets as a control tool to notify and positively motivate available resources in order to accomplish their goals (Lestari, 2020).
Without a budget, it will be challenging to evaluate performance because there won't be any benchmarking activities or targets.
The purpose of this study is to identify the conditions that must exist inside an organization for budgeting and financial success as well as cost-effectiveness.
Budgeting is a crucial tool for assessing a company's financial performance.  Firms can monitor their income and expenses, find possible cost-cutting opportunities, and make smart decisions to meet their financial objectives by developing and adhering to a budget.
These are some methods for how budgeting can aid companies in assessing their performance:
Planning ahead: Using historical data and current market patterns, firms can predict their future revenues and expenses. They can then prepare for possible difficulties, spot career growth, and choose the optimal way to allocate their resources.
Tracking: Evaluating expenditures against the budget on a regular basis enables companies to detect potential areas of overspending or underspending. They can use this information to alter their expenditure and make sure they are on pace to reach their targets.
Comparing: Businesses can assess their financial performance and pinpoint areas for improvement by comparing actual performance to the budget. They can use this information to make well-informed decisions regarding company marketing, operations, and investment plans.
Prioritizing: Businesses can use a budget to organize their expenditures according to their principles and long-term goals. They can choose wisely where to devote their resources by determining which costs are essential for attaining their goals.
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Appendix 1:
(Belbin, 1981) “Nine team roles” .
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Developed by Meredith Belbin in 1981, following nine years of study and has become
one of the most accessible and widely used tools to support team building. The team
roles were designed to define and predict potential success of management teams,
recognising that the strongest teams have a diversity of characters and personality
types. Has been criticised due toit's potential oversimplification and ‘pigeon-holing’ of
individuals. However, when used wisely to gain insight about the working of the team
and identify the team strengths and weaknesses it can be extremely useful.
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