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Executive summary

The purpose of this report is to emphasize the importance of budgeting within different types of organizations or individuals. Moreover, it will be analysed by its important, evolution and results.
Additionally, a budgeting analysed within the Edwards LTD will be step by step outlined. Suggestions, examples, and future possible effect will also be exposed and explained.
A final budgeting analysis report of Edwards LTD will also be completed.
Another important condition which should be present within an organisation for system of budgeting and budgetary to be a success will be critically analysed. However, the importance of management actions and individuals’ behaviours control and their roles will be highlighted.
Also, a critically evaluation of traditional approaches of budgeting in the faster changing business eras will be aborded.
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The following report is about budgeting principles and approaches applicable at Edwards LTD. In addition, its highlight’s the evolution and development that budgeting has implemented over time to be a beneficial tool for business to be able to facilitate an ever-changing environment.
The term budget is described as an instrument aimed at financial control over the objectives, plans, and future goals of an organization for a specific period (Shim and Siegel, 2008).
Budgets can be used by different types of organizations and individuals to direct and manage financial activities, to ensure organizational sustainability or to estimate the balance between available resources and financial goals.
The traditional way of budgeting, incremental budgeting, has made a leap forward to different innovative methods based on different approaches. It is a simplest method as it takes the previous data as a start (Charifzadeh and Taschner, 2017).
Budgets can be divided now into different types such as incremental budgeting, zero-based budgeting, activity-based budgeting, flexible budgeting, rolling forecasts budgeting, master budgeting, operating budget, and static budgeting (Harvard Business Review, 2009).
The incremental budgeting method, even though it seems like a simple way, can easily miss details that weren't an issue to begin with, such as finances. Moreover, details about changes in income and expenses cannot be easily analysed using this method (Thompson, Crampton, and Wood, 2012).
Budgeting methods have evolved to meet the needs of organizations in different ways. Some of the changes were made with the aim of a collaborative approach to involve all employees in the budgeting process to create strategies and effectively use the allocated budgets. Also, the need for adaptability, flexibility, tracking performance in real time with the help of technology or focusing on prospective analysis have also required the evolution of budgeting methods to be able to use budgeting as an effective tool to encourage organisational performance and growth.
The purposes of budgeting are diverse, they include a good channel of communication, good coordination of business activities, performance evaluation, encouraging target achievement or approving the use of funds and distribution of resources.
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(a) 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
	125 
	123 
	104 
	118 
	164 
	197 

	Stock purchased
	180 
	170  
	203 
	200 
	180 
	195 

	
	305

 
	293  
	307 
	318 
	344 
	392 

	Cost of Stock sold
	
	
	
	

	

	

	(70% of sales)
	(182)
	(189)
	(189)
	(132)
	(147)
	(133)

	
	
	
	
	
	
	

	Therefore Closing stock
	123  
	104   
	118     
	164 
	197 
	259 



(b) 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  0.6 x 3%
	 
 255 
	   
265 


	   
265 


	 
 216

	    
206 

	   
187


	Cash payments
Administration  
	(21)
	(20)
	(18)
	(19)
	(19)
	(17)

	Stock purchased  
	(205)
	(180)
	(170)
	(203)
	(200)
	(180)

	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
	   (34)
	  (26)
	 (18)
	    (
	       -
	       -

	Cash surplus (deficit)
	 (22)
	 (23)
	 (23)
	 (21)
	(27) 
	(24) 

	Opening balance
	(25) 
	 (47)
	 (24)
	 (1)
	 (22)
	 (49)

	Closing balance
	 
	 
	 
	 
	 
	 



(c) [bookmark: OLE_LINK1][bookmark: OLE_LINK2]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 1420 x 70% 

	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   )
	1420x 60%x3%                                         

	Operating profit
	215.44
 
	

	Interest payable
	   (  8.4   )
	   6m x 7000 x 20%
    Note 5                                      

	Profit for the period
	207.04 
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Efficiency and cost control will give an organization a strong advantage as it provides a clear analysis of information over time to create a favourable balance between actions that favours profit and loss within it. (Drury, 2020).
As a result of a budgeting analysis provided above Edwards LTD has different costs such as a bank loan, administration costs, and refurbishment costs. Moreover, an additional cost is the overdraft, which the bank wants covered by the end of November.
Cost reduction within an organization should be done following the establishment of a strategy that has potential for its future (Leinwand and Mainardi, 2009).
Management action should be consistent and continuous to promote financial growth within the organization (Couto, Plansky and Caglar, 2017).
Management action plays an important role in future cost cutting decisions and the cash flow problem the organization has due to the negative cash balance recorded.
Therefore, the company's costs are currently higher than they should be, which means that an attempt to renegotiate the terms of the loan could reduce the interest currently paid and encourage its early payment.
Another cost that can be split differently is store renovations that can be put on hold or extended over a longer period.
An important factor for an organisation is it stock level. It can prevent stockout, sales lost opportunities, and potential customers also. However, preserving ideal minimum stock levels avoid costs, overstocking, storage, or damages. It also facilitates improving inventory management, help to face unexpected supply issues without running out of products.
Stock level should be determined by the balance between the demand and minimum level at which new stock should be ordered (Butler, 2006).
Taking in consideration the reducing of stock level when demand is low to avoid it to become obsolete or out of date could help Edward LTD to control its costs in a favourable way.
 An extended period with suppliers or changing them could also help cutting costs. 
Management can also consider several actions, such as interest in new opportunities to increase sales, advertising, online stores, promotion, or social media approach.
Additionally, the company could share or sales its assets.
Another factor that is important for a business is its availability of cash or liquidity. 
Some of the reasons for a company to have enough cash to meets its needs are:
· To support its operational continuity.
· To invest, buy shares or stock.
· To deal with an economic crisis.
· To deal with critical situations.
· To gain trust among investors, creditors, or customers.
· To invest in his own growth (Giles, 2017).
All those factors are related to long-term business success and financial growth.
Edwards LTD is having a negative cash balance for the first three months because of the level of stock purchases and credit cards payment from its customers.
Encouraging cash payments will also reduce the interest paid of the sales income value and the cash budget balance to growth.
The overdraft that Edwards LTD has been requested to paid by the end of November will not be achieved because of the negative balance over the first three months. Its mean they will face repercussions as extra costs, future penalties or even going into administration.
They could negotiate a graduated repayment plan for its overdraft as it can be more feasible, or an extended deadline could be considered. Moreover, they may prioritize overdraft payments over other costs such as store renovations, administration costs, or they may look for another supplier who can provide inventory at lower costs than the current ones.
Maintaining a level of inventory in relation to demands will help the company manage costs in relation to profit.
As event the profits that business will make over the six months period may not be sufficient to cover the costs and expenses. So, the balance between profit and loss will be an unfavourable one, which means that management measures must be taken by implementing some cost reduction actions.
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In the present organisation context, the businesses are mostly focused on the financial aspects of the organisation to make them successful and sustainable for a long-term period and the appropriate incorporation of budgeting and budgetary control has become important. Budgeting helps businesses to develop an appropriate financial goal that they want to achieve and provides financial guidance with which the objective could be achieved (Bergmann et al., 2020). This way the businesses are able to help themselves become financially aware by organising their expenses wherever necessary. Similarly, budgeting control also helps to control the money of the organisation, so that it can be spent appropriately and could be incorporated into necessary resources that are important to achieve the goal of the organisation (Rosyadah, 2020). Therefore, it has been understood that budgeting and budgetary control is necessary for the business for their improvement. However, there are different conditions that need to be present within an organisation for the success of budgeting and budgetary control. 
According to Alshurideh et al. (2020), the identification of clear objectives is necessary as it helps establish well-defined objectives that the budgeting process needs to aim for. From the identification of the objectives, the management of the organisation can identify suitable resources that they need to invest with their money. This leads to another necessary aspect of support from the management. The management needs to be supportive and active in the budgeting process so that it can help the system align with the objective (Ilyas, 2021). The management has the decision-making ability and they have the authority with which they could implement control in the budgeting process (Bukhand Svanholt, 2020). This way the budgeting is implemented in the organisation appropriately. The incorporation of open and effective communication is also necessary with the help of proper channels. From this, the organisation is able to aware all the stakeholders about the budgetary goals and constraints.  From the incorporation of communication, the organisation could mitigate any issues that might have a negative impact on the budgeting (El Khatib et al. 2021). The organisational processes keep changing which organisations need to change their present organisational processes for the enhancement of their processes. Based on this situation flexibility in the budgeting system is necessary. With the help of flexibility, businesses are able to change in the budgeting processes based on the situation (Bergmann et al., 2020). From this, they could implement the funds to the necessary resources based on the changed situation. Then the participation of all the employees is also important, as it helps to implement budgeting at all levels in the organisation. This ensures the achievement of the accuracy and effective incorporation of budgeting. On the other hand, the incorporation of an ethical approach is also important in this aspect. As per the study by Bukhand Svanholt. (2020), it has been evaluated that the ethics in the budgeting process helps to incorporate fairness, integrity, and transparency. This way the businesses can build trust with the employees and other stakeholders. Therefore, it has been evaluated that there are different conditions in the budgeting process that need to be incorporated so that the budgeting and budgetary processes are implemented in the organisation appropriately. 
Considerable points from the management 
Introducing a budgetary system is needed to implement different changes in the organisation. This way the businesses get the ability to implement the system more appropriately. During the incorporation new budgeting system, the employees need to change their behaviour and habits in their current working situation as the system come with different changes. Due to this, the employees face different challenges while working with the new system and technology. In this situation, there is resistance to implementing a new system in the organisation from the employees faced by the management (Alsharari, 2020). This resistance to change might affect the implementation process and slow down the incorporation of the system that will delay the overall organisational processes and efficiency.  In order to mitigate the situation the business would need to consider at training and development process for all the employees. From this, the management could implement necessary changes for the incorporation of the system. 
The training and development process has the ability to guide the employees over the new system that has been introduced from which the employee’s could learn the system and incorporate it into their daily activities. This way the use of the new system gets enhanced and the latency in the budgeting system would be resolved through appropriate change and development through training on employee behaviour. According to the study by Weinstein et al.(2022), it is evaluated that motivation plays an important role in the incorporation of a change. As, during the change, the employees need to work with complexities due to a lack of knowledge about the system. On the other hand, they need to invest more than their working shifts so that they could learn the technology that has been introduced. Due to this they are frustrated and demotivated in the workplace which affects their performance and ability to perform in a certain way to help the organisation achieve their goals. Thus giving them motivation is one of the most important aspects while implementing and introducing a new system in the budgeting process. 
In order to incorporate the change in the organisation, during the change the employees face issues, thus the management needs to focus on the cultural factors so that the employees could enhance their capabilities and handle the change appropriately. Based on this the organisation could get the feedback from the employees positively and implement them for the enhancement of the incorporation of the system (Pinnington et al., 2022). Thus, these are the most four important aspects that could be considered during the incorporation of a budgeting system in the business. 
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Estimating the cash flow
Cash flow statements help in showing the change in the balance sheet accounts and how income affects cash and cash equivalents and break down the analysis into investing and operating. Cash flow is a stream of the inflow and outflow of money which helps keep the operations running and helps the company to grow (Houston, 2024). The cash flow statement is concerned with cash inflow and outflow and business and it involves the operating result and changes in the balance sheet. In capital budgeting cash flow is identified with the cash inflow and outflow instead of the expense and accounting revenue flowing from the investment. In capital budgeting, there are simultaneous considerations of future mission investment and immediate financial decisions (Chi, 2024). A cash flow budget estimates the business cash flow in a specific time period and it helps in providing detailed insight on how to allocate budget in an effective manner. Cash flow helps in assessing the value of the capital investment by taking into account the timing of future cash flows.
Calculating Net present value
NPV computes the present worth of future cash flow adjusts it to today's value and subtracts it from the initial investment (Forbes, 2024). Net Present value is used in investment planning and capital budgeting for analysing the profitability of the project investment. It helps in analysing how much an investment will be worth during its lifetime when discounting it to today's value. Positive NPV implies that the project is profitable and is worth investing while negative NPV implies that the project is unprofitable and should be rejected.NPV adds the present value of the cash inflow and deducts the present value of cash outflows related to the long-term investment. Budgeting seems daunting but it is possible to find budgeting techniques which fits the needs (forbes, 2024)
Value proposition Budgeting
Value proposition budgeting emphasises scrutinising the expenses and value which are generated by the company for each expense (King, 2022). Value-based budgeting emphasises allocating the necessary amount of financial resources to products and services which aim to provide the maximum possible value to customers. It helps businesses in analysing if any product or service results in value. Businesses are able to obtain a better understanding of solutions to the needs of the customers. It helps in highlighting features which are different from other solutions in the market and articulates the value the business provides. It helps businesses in increasing the competitive advantage by delivering greater value to customers and getting ahead of the competition. 
Zero based budgeting
Zero-based budgeting involves developing a budget from scratch each and every time starting with the budget and adjusting it whenever required. It offers organisations with comprehensive means for cutting the budget. It helps in lowering the costs by keeping the old and new expenses in check and helps in implementing strategic resource allocation by decreasing the strategic goal mismatch. Zero-based budgeting does not set an annual budget for everyone it drives a culture of conscious and ongoing questions about the resources which allows responding quickly to market volatility (Ellingrud, 2019). Decision-making units are identified and decision packages are implemented in zero-based budgeting which helps in achieving efficiency and accuracy. 
The inherent flaw in Traditional budgeting methods
The measurement of traditional budgeting methods reflects on managing an effective evaluation of the necessary approaches creating an effective improvement in its performances. It results in the critical assumption that the overall past performance trends assist in the prediction of future outcomes. This approach results in the establishment of assumptions and probable future outcomes. The traditional budgeting method emphasises the assumption of historical data provided through an overall reliable basis for planning and decision-making approaches (Zheng et al., 2019). However, it has been limited as its capabilities for not accounting for unexpected changes or external factors impacting financial performances. On the other hand, the inherent flaw in traditional budgeting approaches lies within its rigidity and reliance solely on historical data. It reflects on managing and implementing its key services necessary for maintaining an improved understanding of the nature and quality of historical data. Some of the key inherent flaws are listed below:
Limited flexibility
The use of traditional budgeting methods focuses on creating fixed budgets based on multiple historical figures which observe poor adaptability over continuous changing of circumstances. It reflects the lack of flexibility measured within the traditional budgeting method creating an improved development of the performances necessary for maintaining a rise in business development (Bergmann et al., 2020). It results in establishing effective methods necessary for managing and implementing its essential services requiring growth in its performance.
Static assumption
The method generally measures an improved focus on the necessary past trends that result through the continuation of necessary unchanged within the future scope. However, the use of an effective rise in the assumption of holding true dynamics measures the development of an uncertain business environment (Nikodijevic, 2021). It creates a strong static assumption in establishing technology and regulatory reforms. 
Incremental budgeting
The understanding of multiple traditional budgeting methods reflects on the adoption of necessary changes and implementation of incremental budgeting practices. The traditional budgeting method is highly dependent on previous periods with certain minor adjustments (Berdugo et al., 2019). It is thus perpetuated as ineffective and preventing organisation through its revaluation of resources. It creates a high incremental flaw in the implementation and adoption of traditional budgeting practices. 
Encourages sandbagging.
On the other hand, the use of traditional budgeting methods reflects in the establishment of measuring necessary changes reflects on establishes a growth in the overall establishment generating a rise in its performances. It reflects on creating improved incentives for departments to request more resources than what is required (Kluza, 2019). It results in sandbagging to ensure departments do not run out of budget or experience budget constraint. It results in creating large inefficiencies along with the misallocation of necessary resources. 
Time-consuming process
The high implementation of traditional budgeting methods reflects the involvement of highly labour-intensive processes along with lengthy analysis and reconciling of data through multiple departments (Liyanage and Gooneratne, 2021). It reflects on measuring an effective improvement in the time-consuming processes. 
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Budgeting is a fundamental framework for allocating resources essential to effective planning and control within an organization. Moreover, it allows them to gain close insight into their financial resources, how they can be allocated to be efficient and effective, know how to prioritize future goals and monitor their performance.
Budgeting according to its type can be a challenge for some organizations because access becomes inflexible once the budget is allocated.
Budgetary analysis provides within an organization an examination of its financial components and how they influence the final balance or imbalance.
The evolution of budget systems means that they can be adapted according to the organization's needs. Therefore, the traditional way cannot always be a good option, zero-based budgeting being more efficient for adopting a strategic decision.
Within an organization, a budgeting and budgetary control system can be successful if it is able to set goals, communicate effectively, be flexible to changes and challenges, promote organizational culture and to evolve all its staff.
Traditional budgeting approaches, although used over long periods of time, are not always suitable for the dynamics of a business. They may not be sufficiently flexible, inaccurate, real-time, or rapidly changing adaptability.
In conclusion, budgeting approaches depend on several factors able to blend to bring a sustainable long-term success within an organization.
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