


Executive Summary
The report emphasises the importance of effective budgeting and control systems for organisational success. It mentions how budgeting can establish cost and revenue objectives, evaluate performance, and promote coordination, communication, and motivation. Effective budget management requires strong leadership, transparent interaction, and stakeholder cooperation. Adapting budgeting strategies to changing environments requires flexibility, regular budget reviews and adjustments. By implementing robust budgeting systems and addressing behavioural aspects, organisations can enhance financial performance, drive employee motivation, and achieve sustained growth.
The report explains how KPIs can identify an organisation's strengths and weaknesses. Financial KPIs are especially important in monitoring a business's economic health. The report also discusses different methods for measuring and evaluating performance, including variance analysis, trend analysis, benchmarking, and ratios, 
The report points out that incremental budgeting assumes the current budget is sufficient and only minor adjustments are needed in the next budget. While it provides stability and easy tracking of changes, it may lead to unnecessary spending and false budgetary slack. The report suggests that other budgeting methods are needed for a comprehensive review.
Beyond Budgeting is a financial management approach that enables teams to make decisions based on real-time data. It promotes adaptability to changing market conditions, innovation, and collaboration. Moreover, it prioritises long-term strategic goals for balanced growth and success.
To achieve financial stability and sustainability, an organisation needs to balance revenue and expenses, manage costs, control debt, and invest in areas that generate sustainable income. This requires careful planning, financial resource management, and a commitment to responsible financial practices. It is essential for the organisation's long-term survival and prosperity.
The report highlights that organisations must implement effective budgeting, performance reviews, innovative financial management, and a culture of financial responsibility to thrive and survive today's highly competitive business environment. Striking a balance between revenue, expenses, and investments while ensuring stability will be essential for success.
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Introduction
There has been a growing trend in financial management towards alternative approaches to traditional budgeting techniques in recent years. This shift has prompted academic research that suggests that the annual budget model has significant shortcomings and may be a barrier to achieving strategic change. As a result, many businesses are turning to alternative models and techniques to manage their finances more efficiently (Moustafa, pp. 42–72, 2005).

What is budgeting?
The definition of budgeting and budgetary control, formulated at the Geneva Conference in 1930, became a reference point for subsequent Western writers of the 1930s and 1940s (Parker, 2002). Budgeting is not just about control or forecasting. It involves thoroughly and rigorously analysing past, present, and future experiences. The aim is to replace opportunistic decision-making with intentional and considered management      ((Szychta, pp. 393–424, 2022). 
[bookmark: _Hlk162352478]A business budget is a financial plan that outlines A business's spending based on income and expenses. It helps identify available capital, estimate spending, and predict revenue. Having a budget can assist in planning business activities and act as a measure for setting financial goals. It can also help overcome short-term hurdles and prepare for the long term (Wellers Business Oxygen, 2022).

The Importance of Budgeting
Having a budget is a crucial element in managing finances. It allows one to track expenses, income, and future financial needs. With a budget, one can make informed business decisions such as reducing unnecessary costs, hiring new staff, or investing in new equipment. A budget can help adjust a business plan or prioritise spending if one faces financial constraints (Hassan, ACCA, 2024).
Types of budgets
Different types of budgets serve specific purposes in business and personal finance, providing distinct advantages in managing financial resources.
An operating budget is a financial plan for managing a company's daily expenses and revenue. It helps businesses allocate resources and plan finances effectively.
A capital budget is a financial plan for long-term assets. Helps prioritise projects for business growth and competitiveness.
A cash budget predicts cash inflows and outflows, aiding businesses in managing liquidity.
The master budget integrates all company budgets into a comprehensive financial plan for a specific period, providing an overview of financial goals, strategies, and performance expectations.
A static budget is fixed and doesn't adjust for changes in sales volume or other factors. It's best for businesses with stable operating conditions or predictable sales patterns.
Flexible budgets adjust for changes in activity levels and help allocate resources effectively.
Zero-based budgeting requires expense justification from scratch, promoting cost-consciousness and optimal resource allocation.
An incremental budget adjusts the previous period's figures for inflation, demand changes, and other factors rather than starting from scratch. (Franklin, Graybeal, and Cooper, 2019).





Financial Management Practices: Tools and Techniques 
Some of the most common tools and techniques used in current financial management include budgeting, ratio analysis, managing working capital, costing, financial performance management, and key performance indicators. Budgeting involves setting financial targets and goals for the organisation, while ratio analysis involves analysing economic data to identify trends and patterns that inform decision-making.
Managing working capital involves optimising the balance between current assets and liabilities to ensure the organisation has enough liquidity to meet its obligations. Costing techniques help businesses allocate costs and expenses accurately to specific products or services. At the same time, financial performance management involves setting and tracking key performance indicators to measure success and identify areas for improvement (Seal, pp 60-100, 2019).
By utilising these tools and techniques, businesses can better understand their financial performance and make more informed decisions about allocating resources and pursuing strategic goals. This can help them to stay competitive and achieve long-term success                                                       (Atrill, McLaney, pp. 327-355, 2019)  










Main Findings
Budgeting Template Task A 
(a)	The stock budget for the six months to 30th 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:  Calculations are in the Appendices.						
(70% of sales).               (182)     (189)    (189)     (154)      (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.                             255         265         265          216        206         186  
Sales net of 60% x 3% 	Calculations on Appendices.
 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)       (25) 	 	 
Opening balance	                       (25)        (47)           (24)          (1)          (22)      (49) 	 	 	 	 
Closing balance	                       (47)         (24)	         (1)          (22)        (49)       (74)	 	 	 	 

(c)  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                  30%  x 1420                                    
Selling expenses	              (41)	               8 + 8 + 7 + 6 + 6 + 6
Admin Expenses              (144)	               26 + 25 + 23 + 24 + 24 + 22
Credit card charges	 (26)	               1420 x 60% x 3%                                        
Operating profit	 	 215
Interest payable	               (8)	              6 Months x 7000 x20%                            
Profit for the period.	 207	





Task B Analysis Results
The text below outlines the issues that Edwards is expected to face in the next six months and suggests management actions that could be taken to address these problems.
Stock budgeting.
Edwards tends to purchase more stock than necessary, resulting in excess inventory and difficulties in cash flow. Accurate forecasting and regular inventory reviews are implemented to prevent overstocking and adjust purchasing quantities based on actual demand.
Despite having a substantial opening stock balance, Edwards is facing issues managing its inventory efficiently. This inadequacy is evident from the variable closing stock balances. The Business needs to streamline inventory management systems to avoid stock shortages, overstocking, and wastage, which can lead to significant financial losses. Edwards must address these challenges and implement an effective inventory management strategy to optimise its stock levels and improve its bottom line.
The company's stock levels seem inconsistent. The opening and closing stock balances for different periods are erratic, indicating a lack of stability in the company's inventory management practices. To address this issue, management should develop inventory management procedures to ensure consistency in stock levels throughout different periods. It is also recommended that the staff be trained on inventory handling techniques to maintain stability in the stock levels. 
It is essential to recognise that high closing stock balances can lead to a potential risk of stock becoming obsolete, particularly if the products have a limited shelf life. To avoid such risks, implementing inventory rotation strategies can help prioritise the sale of older stock before newer stock. 
In the next six months, proactive management actions can help Edwards enhance inventory, improve cash flow, and ensure efficient business operations (Dona Sabila, Mustafid, and Suryono, 2018).
Cash budgeting. 
The cash budget provided for Edwards up to 30 November highlights potential challenges for the next six months. Management actions can be taken to address them.
It has been projected that Edwards will face cash deficits during June, September, October, and November. This means that cash payments are expected to exceed cash receipts, which could lead to liquidity issues and delay the fulfilment of financial obligations.
Edwards must monitor its cash flow and arrange essential payments to address these deficits. This can be achieved through negotiating extended payment terms with suppliers, reducing overheads, and exploring short-term financing options such as lines of credit or overdraft facilities to cover temporary cash shortfalls.
A significant amount of cash is allocated for shop refurbishment in June (£34), July (£26), and August (£18). Although these investments may be necessary for business growth, they can strain cash reserves, particularly during months with deficits.
Estimating the timing and need of shop refurbishment projects is recommended to reduce costs. Edwards should consider phasing the refurbishment over a more extended period and exploring alternative financing options, such as equipment leasing or vendor financing, specifically for capital expenditures.
Taxation Payment: In August, there is a significant payment of £20,000. Even though taxation payments are unavoidable, they can affect cash flow if not planned appropriately.
To prepare for taxation payments, it's recommended to set aside funds in advance or consider tax instalment payments to distribute the financial impact over multiple periods. Seek advice from tax advisors to improve tax planning strategies and reduce cash flow disruptions.
Interest payments are regular payments to cover financing costs associated with debts. To reduce interest expense, explore refinancing or consolidating debt. Accelerate debt repayment to decrease long-term interest costs.
Edwards's cash balances are unpredictable and fluctuate, resulting in negative balances in June and September. Accurate cash flow forecasting techniques and adequate liquidity reserves should be implemented to address potential cash shortfalls and maintain financial stability.
To maintain financial health, Edwards can adjust cash flow and expenses and streamline financial agreements. Regular monitoring of the cash budget adjustment will be essential to adapt to changing situations. Edwards can successfully manage its finances (StudySmarter, 2024).
Profit and loss.
Edwards achieved a gross profit of £426, a positive result. However, its gross profit margin needs to be examined more closely. The company earned sales of £1420 and spent £994 on goods sold, resulting in a gross profit margin of 30%. This indicates that Edwards may face difficulties managing its cost of goods sold effectively.
To improve profitability, the company should analyse cost structures, negotiate better terms with suppliers, and streamline production processes to reduce costs and increase gross profit margin. Shop refurbishments should be postponed for now.
The Selling and Administrative Expenses, totalling (£41) + (£144) = (£185), seem relatively high compared to the gross profit. This indicates potential inefficiencies or overspending in sales and administrative functions.
Selling and administrative expenses can be reviewed and improved by identifying cost-saving opportunities, such as renegotiating contracts with service providers, implementing cost-effective marketing strategies, or automating administrative tasks to reduce workforce costs. 
Credit card charges of £26 reflect additional expenses associated with payment processing. Although necessary for ease and customer satisfaction, these charges contribute to operating expenses. 
 To reduce transaction costs, Edwards can negotiate lower processing fees with credit card providers or explore changing payment methods with lower fees. Edwards can also encourage customers to use bank transfers or direct debit options to reduce dependency on credit card payments and minimise associated fees. This will help manage costs effectively and raise profits. 
Edwards may have outstanding debt obligations which lead to interest expenses, as seen in the payable interest of (£8). This suggests potential financial strain or reliance on debt financing. Assess the necessary terms of existing debt and consider refinancing options or restructuring the debt to decrease interest expenses. 
Despite achieving an operating profit of £215, Edwards' profit for the period is £207 after accounting for interest payable. This indicates that the company is operating with narrow profit margins and facing challenges in maintaining profitability.
Strategies to boost overall profitability include increasing sales volume through targeted marketing, adjusting pricing strategies, reducing operating expenses through cost controls, or expanding product offerings to capture new market segments. Proactive management actions can mitigate risks and improve financial performance, fostering resilience and sustainability in a competitive business environment (Workspace, 2024).









Task C, Systems of budgeting and budgetary control
and behaviours of people.
A budget is essential for setting cost and revenue goals and measuring control, coordination, communication, performance, and motivation. A proper budgetary control system can improve management performance and provide helpful information. However, many businesses fail to understand the importance of fiscal reports for resource allocation decisions, leading to poor managerial ability that can negatively affect an organisation's growth.
The budgeting process can impact employee motivation and performance. Employers can encourage employees to actively participate and work hard towards achieving budget targets by offering incentives and rewards. Employees involved in creating budget goals tend to work diligently, leading to better financial outcomes as they understand the impact of their actions and decisions. Budgeting can be a valuable tool for motivating employees and improving organisational performance. (ResearchGate, 2016).

Strong Leadership and Management
Identifying the budgeting timeline and procedures is essential to successfully managing an organisation's budget. By leveraging financial data and analysing financial statements, Management will Understand the organisation's goals and restructure the team's work into specific deliverables and line items within the budget. They will also evaluate performance and communicate progress and results while enhancing financial knowledge and skills for better budget preparation. 
Regular feedback on budget goals is essential to motivating employees. It enables them to understand their progress and success and, more importantly, work towards higher goals (Gavin, 2020).



Collaboration and Communication
Effective budget management requires clear communication. All members involved should know the budget goals, targets, and constraints. Collaboration and involvement of relevant stakeholders in the decision-making process ensure that different perspectives are considered before committing to any expenditure. This helps prevent unexpected expenses and ensures consistency in the budget (Drury, 2021).
A  new budget system may face employee resistance. Management can address this by communicating benefits, training, and involving employees in decision-making. Communication and transparency are essential in gaining employee trust and engagement in budgeting. Management must establish clear guidelines, expectations, and performance measures and encourage open conversation, feedback, and addressing concerns for a collaborative budgeting approach (FasterCapital, 2024).
Flexibility in Budgeting
To stay ahead of the curve in today's ever-changing business environment, organisations need to be open to adapting budgeting strategies. This means regularly reviewing and changing their budgets to reflect new information and changing circumstances. Without this flexibility, budgets can quickly become outdated and irrelevant, hindering the organisation's ability to respond effectively to challenges and opportunities (Prossack, 2022).
Employees can intentionally overestimate expenses or revenues to create budgetary slack, a cushion of resources that protect against uncertainties or improve performance. To prevent this behaviour, management must be aware of it and implement controls such as setting realistic targets, closely monitoring performance, and providing incentives based on actual results. (Kenton, 2021).





Task D Different Approaches to Budgeting
 KPIs are Essential Organisational Tools.
Key Performance Indicators (KPIs) provide valuable insights into an organisation's strengths and weaknesses. They offer a snapshot of an organisation's well-being at any given point and can be used to analyse trends (Jedox, 2024).
Financial KPIs are essential in monitoring a business's economic health and making informed decisions about resource allocation. Common financial KPIs include revenue, gross margin, and customer lifetime value. Regularly tracking these KPIs can guide budget sharing for future marketing efforts (Marr, 2012).
Measure and Evaluate Budget and Performance
[bookmark: _Hlk162606757]To evaluate your budget and forecast performance, compare actual and expected outcomes using tools like variance analysis, trend analysis, ratio analysis, and benchmarking (Savignon, Costumato, and Marchese, 2019).
Ratios can be classified into three primary categories: Profitability, Liquidity, and Gearing.
· Profitability ratios offer valuable insights into a company's financial well-being and performance. For instance, gross and net profit ratios indicate how effectively a company manages its expenses. Return on capital employed (ROCE) measures how efficiently a company uses its capital to generate income. Lastly, returns on investment determine whether a company is producing sufficient profits for its shareholders.
· Businesses use two primary liquidity ratios to determine whether they have enough cash or equivalent current assets to pay off their debts. Liquidity is a short-term measure that utilises the current assets and liabilities in the balance sheet.
· Gearing refers to the proportion of debt financing used for long-term financing. Higher gearing means higher risks, as interest payments must be made even if the business is unprofitable. Failure to meet debt obligations may lead to asset sales or bankruptcy (Corporate Finance Institute, 2024).
· Variance analysis is a quantitative method that helps businesses maintain better control by assessing the variance between estimated budgets and actual numbers (SolveXia, 2023).
· Trend analysis examines an organisation's financial information across a specified period, measured in months, quarters, or years. It aims to determine the amount of change and percentage change from one period to the next and analyse the results (Grant, 2022).
· Benchmarking refers to comparing your business to similar-sized businesses in your industry or local area. There are two types of benchmarking. Factual benchmarking involves comparing actual numbers, while subjective benchmarking involves recording a person's opinion (Queensland Government, 2021)
 Incremental Budgeting Method
            The incremental budgeting method assumes that the present budget is sufficient and that only minimal modifications are required to develop the next budget. When preparing the budget, slight adjustments are made to the previous period's budget. This technique is less complex than other budgeting methods. Its primary objective is to secure consistent operations and predictable funding. (AccountingTools, 2023).
           Advantages of incremental budgeting: easy to use, provides stability throughout the company, and change is simple to track.
           Incremental budgeting has some drawbacks. Departments spend as much of their budget as possible, leading to unnecessary spending without careful analysis. Managers can also make their department's performance look better than it is through budgetary slack. 
Furthermore, incremental budgeting does not provide a comprehensive analysis of the budget. Therefore, careful consideration should be given when selecting a budgeting method. (Kavanagh and Agarunova, 2022).



Beyond Budgeting Model:
The Beyond Budgeting model is an approach to financial management that emphasises flexibility and decentralisation. Unlike traditional budgeting, which relies on fixed targets and centralised control, the Beyond Budgeting model empowers individual teams and departments to make more free decisions based on real-time data and feedback. 
Adopting this approach can help companies adapt to changing market conditions and customer needs. It also promotes a culture of innovation and collaboration. Likewise, the Beyond Budgeting model encourages companies to focus on achieving long-term strategic goals instead of only meeting short-term financial targets. This results in balanced growth and overall success (Radonic, 2018).
Accountability involves holding individuals and teams responsible for their performance and promoting a culture of improvement and innovation. Adaptive management processes are also critical, requiring continuous updates to plans and budgets based on feedback and new data. This approach enables organisations to be flexible and responsive while aligning resources with strategic objectives.
Several organisations have overcome difficulties and implemented the Beyond Budgeting model positively. One such example is Handelsbanken, a Swedish company that adopted Beyond Budgeting principles in the 1970s, leading to consistently better performance in profitability and customer satisfaction than its peers. Another success story is Softcat, a UK-based software company that adopted the Beyond Budgeting model in 2010, resulting in significant growth in revenue and employee satisfaction.
Although the beyond-budgeting model may have some challenges, organisations that adopted it experienced favourable results with a more responsive, adaptable, and performance-focused management approach (Dennig, 2019).


Financial Stability and Sustainability:
Financial stability and sustainability in organisational finance refer to maintaining a healthy balance between income, expenses, assets, and liabilities. They are crucial for long-term survival and success, requiring careful planning and management of financial resources and a commitment to responsible financial practices. The key to achieving monetary stability and sustainability is balancing income and expenses, controlling costs, managing debt, and investing in areas that generate sustainable revenue.
An organisation must focus on effective cost management, careful investment strategies, revenue diversification, and robust risk management practices to achieve financial stability and sustainability. This involves examining and evaluating expenses, making sound investment decisions, reducing dependence on a single source of income, and implementing effective risk management strategies. Examine the role of budgeting and financial planning in promoting economic stability and sustainability, including the importance of long-term financial forecasting (Oncioiu et al. 2019, pp. 1-26).
In today's rapidly changing business landscape, financial stability and organisational resilience are critical factors that can make or break an organisation's success. Financial strength refers to an organisation's ability to meet its financial obligations while maintaining its financial health over the long term. In contrast, organisational resilience is the ability of an organisation to adapt to and recover from unexpected or adverse events, such as economic downturns, natural disasters, or market disruptions.
To enhance financial stability and sustainability, focus on improving financial literacy, strengthening internal controls, and fostering a culture of financial accountability and transparency. This involves providing training to improve financial understanding, implementing systems to reduce financial risk, and creating a culture of trust and honesty among stakeholders  (ResearchGate, 2022). 

conclusion
























Appendices
(a) Calculations for Edwards stock budget. 
June:                                                                             July:
[bookmark: _Hlk161393803]    125------ Opening stock.                                       123------ Opening stock.
+ 180------ stock purchased.                               + 170------ stock purchased.                                   
    305------ total.                                                            293------ total.
    260------ sales income.                                         270------ sales income.
x 70%------ gross profit margin.                         x 70%------ gross profit margin.
   182 ------ total.                                                            189------ total 
   305------ Purchased stock.                                   293------ purchased stock.                                    
- 182------ sales income.                                       – 189------ sales income
   123------ Closing stock.                                         104------ Closing stock 

August:                                                                        September:
    104------ Opening stock.                                        118------ Opening stock.
 + 203------ stock purchased.                               + 200------ stock purchased.
     307------ total.                                                            318------ total. 
     270------ sales income.                                          220------ sales income.
 x 70%------ gross profit margin.                          X 70%------ gross profit margin
   (189)------ total.                                                          (154)------ total
     307------ stock purchased.                                    318------ stock purchased.
  - 189------ sales income.                                         – 154------ sales income.
    118------ Closing stock.                                            164------ Closing stock.                 


October:                                                                      November:
    164------ Opening stock.                                         197------ Opening stock.                                 
+ 180------ stock purchased.                                 + 195------ stock purchased.
    344------ total.                                                              392------ total.
    210------ sales income.                                            190------ sales income.
x 70%------ gross profit margin.                            x 70%------ gross profit margin.
  (147)------ total.                                                           (133)------ total.
    344------ stock purchased.                                     392------ stock purchased.
 - 147------ sales income.                                          - 133------ sales income.
  197------ Closing stock.                                259------ Closing stock.     


(b) The cash budget for the period 30 November is.
June: 
Cash receipt = 255
                        260---- sales income.
                    x 60%---- % of customers paid with credit cards.
                        x  3%---- % of charges made to the business.
                                4.68---- total.   
                                 260---- sales income.  
                             - 4.68---- % total.
                          255.32---- Answer.  



July:   
Cash receipt = 265   
                                 270---- sales income
                             x 60%---- % of customers paid with credit cards.
                               x 3%---- % of charges made to the business.
                               4.86---- total.
                                270---- sales income.
                             - 486---- % total.
                         265.14---- Answer.
  

August:
Cash receipt = 265
                                270---- sales income.
                            x 60%---- % of customers paid with credit cards.
                               x 3%---- % of charges made to the business.
                               4.68---- total.
                                270---- sales income. 
                               4.86---- % total.
                          265.14---- Answer.






September:
Cash receipt = 216
                                 220---- sales income.
                             x 60%---- % of customers paid by credit cards.
                               x 3%---- % of charges made to the business.
                               3.96---- total.
                                220---- sales income.
                              3.96---- % total.
                         216.04---- Answer.

October:
Cash receipt = 206
                                 210---- sales income.
                             x 60%---- % of customers paid by credit card. 
                                x 3%----% of charges made to the business.
                                3.78---- total.
                                 210---- sales income.
                              -3.78---- % total.
                           206.22---- Answer.






November:
Cash receipt = 186
                                 190---- sales income.
                             x 60%---- % of customers paid with credit cards.
                               x 3%---- % of charges made to the business.
                               4.23---- total.
                                190---- sales income.
                             -4.23---- % total. 
                         185.77---- Answer.
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