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[bookmark: _Toc163511497]Introduction
Modern corporations need budgeting to succeed and survive. This vital financial planning tool helps businesses manage resources, anticipate future financial situations, and plan for short- and long-term growth. Good budgeting helps organizations respond rapidly to market changes, regulatory changes, and competitive problems. An organization's ability to sustain operations, invest in development, and maximize shareholder value depends on budgeting and cash flow management.
Financial readiness is shown by Edwards' 15 camping gear shops. The business's £25,000 overdraft and bank demand to pay it off by November make the situation challenging and instructive. These situations show the importance of addressing liquidity difficulties and how budgeting affects organizational health and strategy. For financial risk reduction and firm financial improvement, the directors' six-month target update is wise. 
Edwards' operational approach shows how budgetary control is needed in today's business environment. No matter their size or industry, organizations must employ forward-looking planning to manage financial problems and meet strategic objectives. Edwards' finances will be managed and grown using budgetary and strategic ways.
[bookmark: _cok5jvn1xgzg][bookmark: _Toc163511498]Section A: Financial Analysis
A(i): Stock and Cash Budgets (400 words)
	(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
	149
	157
	198
	266
	320

	Stock purchased
	180
	170
	203
	200
	180
	195

	
	305
	319
	360
	398
	446
	515

	Cost of Stock sold (60% of sales)
	156
	162
	162
	132
	126
	114

	Therefore Closing stock
	149
	157
	198
	266
	320
	401


Analysis of the Stock Budget
Edwards' June–November stock budget table has accurate forecasts. Over time, opening and closing stock balances rose, indicating inventories.
June began at £125,000 with £180,000 shares traded. After the cost of goods sold (60% of sales), £156,000. June closing stock is £149,000. The £24,000 rise boosts July's beginning balance.
July closing stock was £157,000. Stock purchases declined to £170,000 while the cost of goods sold stood at £162,000. It sees little inventory increase.
August–November: Closed stock climbs monthly, reaching £401,000 in November. August purchases (£203,000) are exceptional.
Stock Trend Effects:
Constant closing stock increases show significant stock buildup, which may indicate higher sales or overestimation of stock requirements.
Working capital issues: Edwards' overdraft may strain working capital as inventory grows.
Inventory management and storage costs may increase with larger inventory levels (Jarašūnienė et al. 2023).
Effective stock management requires linking stock purchases to predicted sales to minimize excessive stockholding, which may tie up assets and raise holding costs.
Camping may increase late-season stock levels to satisfy demand. Overstocking may occur if sales estimates diverge (Falkner et al. 2024).
If sales fail projections, surplus stock may need to be sold to free up cash and reduce holding costs.
Edwards' six-month stock budget reveals considerable inventory growth. Though smart, overstocking must be managed. Consider stock acquisition time and link purchases with a precise sales forecast to eliminate liquidity concerns and inventory holding funds.
	(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*3%
	255
	265
	265
	216
	206
	187

	Cash payments
	
	
	
	
	
	

	Administration  
	25
	26
	25
	23
	24
	24

	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
	0
	0
	0
	20
	0
	0

	Interest payments
	1
	1
	1
	1
	1
	1

	Shop refurbishment
	0
	34
	26
	18
	0
	0

	Cash surplus (deficit)
	8.32
	9.14
	28.1
	-63
	-32
	-31.42

	Opening balance
	25
	-16.7
	25.8
	2.32
	-65
	33.5

	Closing balance
	-16.68
	25.8
	2.32
	-65.3
	33.5
	-64.92


We'll review each month's cash receipts and payments, cash surplus or deficit, and opening and closing balances to assess the cash budget through 30 November.
The decline in cash receipts from June (£255,000) to November (£187,000) shows a sales or revenue loss.
Cash Payments: 
Administration: Monthly expenses endure.
Stock Purchased swings but remains high, indicating inventory investment.
Loan payments: Regular.
Time lowers selling expenses.
Paying £20,000 in taxes alone in September.
Pay interest regularly.
Major July and August expenditures for shop renovation.
Cash Surplus (Deficit): June and July had cash surpluses (£8,320 and £9,140), while September, October, and November had deficits, with November having the greatest (£-31,420).
The opening and ending balances illustrate cash flow volatility and financial stability.
Sales and revenue may decrease towards the end of the period, as seen by falling cash collections (Michalski, 2023).
Good spending management, with swings but steadiness in numerous areas.
With fluctuating surplus/deficit and opening/closing balances, cash flow suggests liquidity and financial stability risks.
To complete, cash budget analysis focuses on cash flow monitoring, expenditure control, and revenue reduction mitigation to preserve corporate stability and sustainability.
Budgeted Profit & Loss Account
	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
	(1420*70%)
	
	

	Gross profit
	426
	(1420*30%)
	
	

	Selling expenses
	41
	(8+8+7+6+6+6)
	
	

	Admin Expenses
	144
	(26+25+23+24+24+22)
	

	Credit card charges
	25.56
	(1420*60%*30%)
	
	

	Operating profit
	215.44
	
	
	
	
	

	Interest payable
	700
	(7000*20%*6/12)
	
	

	Profit for the period
	-484.56
	
	
	
	
	


Edwards' camping gear retailers' Budgeted Profit and Loss Account for the six months ending 30 November gives a detailed accruals-based financial forecast. This account displays predicted sales, costs, operating profit, and interest payable, showing the firm's profitability this term.
1. Sales Revenue: Monthly sales forecasts are £1,420,000. This value estimates firm revenue before expenses. Sales revenue predictions determine the company's ability to cover operational costs and make a profit (Harianto, 2023).
2. COGS: £994,000, 70% of sales. Direct costs of creating the company's goods. Manufacturing costs may increase with high COGS to sales, lowering gross profit margins.
3. Gross Profit: COGS cuts sales revenue by £426,000, leaving 30% of sales. This statistic is crucial because it reveals how effectively the corporation matches manufacturing expenses to revenues. Many industries consider a 30% gross profit margin healthy, indicating the business can cover operating costs and generate net profit.
4. Selling (£41,000), administrative (£144,000), and credit card (£25.56,000) operating expenses. Company operations and sales rely on these expenses. These expenses must be handled for company survival (Mishi et al. 2023).
5. Operating Profit: Gross profit less operating costs is £215.44,000. This statistic indicates the company's operational expenditure management and core business profit before financing charges.
6. Interest on debt financing is £700,000. This score considerably impacts net profit, indicating high leverage and borrowing costs.
7. Period Profit: -£484.56,000 is predicted, indicating a loss. Interest payments exceed operating profits, suggesting debt-related financial issues.
Edwards' camping gear businesses' anticipated Profit and Loss Account indicates substantial interest payments and a net loss throughout the next season. Although the firm has a good gross profit margin, high interest payments indicate how leverage hurts it. It stresses debt and interest management and operational efficiency for financial stability and profitability. This report suggests proactive financial planning to decrease debt and improve firm finances.
[bookmark: _jgynfv8og3bp][bookmark: _Toc163511499]Section B: Problems and Management Actions
Financial and Operational Challenges Highlighted by the Budgets
To stay sustainable and grow, Edwards' camping gear companies' six-month budgets ending 30 November exhibit several financial and operational challenges. This section describes these issues and provides targeted management solutions.
Overdrafts and liquidity issues The November cash budget showed large deficits and a closing balance of -£64.92,000. This increased the £25,000 overdraft, showing serious financial concerns that threaten the company's operations.
Management Action: Renegotiating overdraft terms with the bank for lower interest rates or prompt repayment periods promptly (Brown and Jansen, 2023). Invoice financing or a short-term loan may also provide liquidity to meet current obligations without hurting long-term debt.
Inventory Management Inefficiencies: November stock budgets rose to £401,000 due to rising closing stock levels. Inventory buildup may increase holding costs and obsolescence if the stock does not meet demand.
Just-In-Time (JIT) inventory management may reduce excess stock and holding costs (Iwasokun et al. 2023). Regular market research to match product offerings with consumer trends can help stock levels meet sales goals.
High Cost of Goods Sold (COGS): COGS accounts for 70% of sales, indicating a high-cost base that might lower profit margins if not managed.
Management Action: Negotiating or moving suppliers may cut product costs. Cost-effective production and supply chain management may lower COGS.
The profit and loss statement predicts a deficit of £700,000 due to interest payments. It demonstrates the company's high leverage and debt payments.
Management Action: Restructure or refinance debt to decrease rates. An analysis of the company's finances may identify ways to exchange debt for equity, lowering interest rates (Budianto and Dewi, 2023).
Revenue fall: Sales cash collections fell from £255,000 in June to £187,000 in November.
Management Action: Increase income by spending on marketing and sales to fight this trend. This might involve loyalty schemes, promotions, or product diversity to entice consumers. New markets or sales channels like e-commerce may improve revenue (Li and He, 2024).
Operational Expenditures: The budgets show usual administrative and selling costs, which are necessary for business but must be handled to prevent financial trouble.
Management Action: Reduce overheads by controlling costs and improving administrative and operational efficiency. Operating expenses may increase business earnings by automating, renegotiating service contracts, or decreasing waste.
Edwards' camping gear firms' budgets indicated financial and operational difficulties that need immediate and strategic action. Solving liquidity, inventory, COGS, debt, revenue regeneration, and operational cost optimization is crucial. Addressing these issues may help Edwards improve financial stability, operational efficiency, and sustainable growth in the competitive retail industry.
Suggested management actions to address challenges
Edwards' camping gear firms must use strategic management to boost revenue and cut expenses to solve financial and operational challenges. Financial stability, business growth, and sustainability need these actions.
Cost-control methods
1. Inventory Optimisation: JIT inventory reduces holding costs and unsold goods. Edwards may increase cash flow and liquidity by aligning stock levels to demand predictions and avoiding overstocking (Mohamed, 2024).
2. Supplier Negotiation and Procurement Strategy: Negotiating prices and payment conditions minimizes COGS. Long-term contracts or bulk purchases may save money. Diversifying suppliers may lower risks and improve pricing.
3. Operational Efficiency: Automation may streamline procedures and save expenses. Automating administrative tasks and utilizing energy-efficient retail equipment may save utility and labor costs.
4. Debt Management: Restructuring debt to lower interest rates or prolong payback terms might minimize interest payments. Alternative financing like equity may minimize debt.
Revenue-Increasing Strategies
1. Expand and Diversify: Testing new regional and online markets may increase revenue. Rare or popular items attract buyers and improve revenue.
2. Marketing and Promotion: Brand awareness and seasonal incentives may boost traffic and sales. Social media and email can reach more people for less money.
3. Client Loyalty Programs: These programs may increase customer retention and repeat purchases. Incentives and early access to new products may boost customer loyalty and revenue (Prabhu and Aithal, 2023).
4. Pricing Strategy: Competitive pricing may attract price-sensitive customers. Dynamic pricing might enhance sales for popular goods or periods.
To overcome financial challenges and prepare for future success, Edwards' camping gear companies must address the identified hurdles via cost control and revenue development. Inventory management, operational efficiency, clever debt restructuring, innovative market expansion, and customer engagement may help Edwards improve its financial performance and market position. Time and money are needed for long-term sustainability and growth.
[bookmark: _ixsnu72iyt67][bookmark: _Toc163511500]Section C: Effective Budgeting and Budgetary Control
Conditions for Successful Budgeting The Budgeting Success Conditions
Budgeting and budgetary control affect strategic management and operational efficiency. These financial instruments must be meticulously maintained and fulfill several organizational criteria to operate. Strategic alignment, stakeholder engagement, and budgetary flexibility are needed.
Strategic alignment with organizational objectives is key to budgeting success. This alignment links financial planning with long-term goals and allocates resources to key growth and development areas. Edwards' camping gear shops' budgets should cover market expansion, customer satisfaction, product diversification, cost reduction, and revenue enhancement. Budgets that match strategic goals help distribute resources effectively, bringing the company closer to its goals with every pound (Helfat and Maritan, 2023).
Effective budgeting and control need organization-wide stakeholder participation. Senior management sets strategic direction, while departmental managers and staff implement the budget every day. The organization ensures a broad perspective of ownership and accountability by including various stakeholders in budgeting. Setting realistic budgetary goals with stakeholder input enhances departmental commitment. Edwards' budget interactions with store managers and salespeople may disclose customer trends and inventory requests, improving accuracy and feasibility (Akagha et al. 2023).
Flexibility: Budgets are often seen as fixed financial plans, yet flexibility is essential for unanticipated challenges and possibilities. Flexible budgets are needed to accommodate market requirements, competition activity, and regulatory changes. Edwards believes that financial adjustments in reaction to unexpected demand or market opportunities might determine victory. Budget flexibility allows the organization to quickly move resources to high-return or risk-mitigation operations (Krishnakumar, 2024).
Organizational budgeting and finance management need strategic alignment, stakeholder involvement, and budgetary flexibility. Financial planning may help Edwards' camping gear businesses achieve their long-term objectives by tying it to strategic goals. Budgeting with all stakeholders increases relevance, realism, and commitment to financial goals, making them more attainable. Finally, fiscal flexibility lets the corporation adapt to changing business conditions and seize opportunities. These features support budgeting and financial management, crucial to the company's growth.
Behavioural Considerations
Human variables in an organization greatly influence budgeting, both numerical and financial. Behavioral aspects affect budgeting and management. Edwards' camping gear companies must manage motivation, communication, and change resistance to optimize budgets.
1. Motivation and Budget Participation: Budgeters' motivation impacts production and compliance. Active budgeting stimulates staff (Boxodir, 2023). This inclusive strategy encourages participant accountability and more accurate and full budgeting using numerous concepts. Performance improves when employees feel engaged and reach budget requirements. Edwards encourages shop managers and team members to give sales estimates and operational demands to inspire and keep them responsible for budget goals.
2. Effective communication and clarity: Budgeting needs stakeholders to understand their roles, responsibilities, and expectations. Communicating financial objectives and budget allocation logic links individual and departmental efforts to organizational goals (Kivistö and Mathies, 2023). To clear any confusion, Edwards should emphasize communication with regular updates and feedback loops.
3. Handling Change Opposition: Budgeting may entail changes in resource allocation, procedures, or priorities, which may generate employee opposition. Fear of the unknown, loss of control, or new expectations may generate resistance. Explaining the benefits of change and helping the transition may overcome this hesitation. Edwards says incorporating individuals early in budget planning and providing training or tools to adapt to shifting financial goals reduces resistance.
4. Empowerment Budget management may improve worker performance. Individual or team budget management promotes accountability and resource efficiency. However, empowerment should be accompanied by a supportive environment that encourages calculated risks and innovation without punishment for actual mistakes (Kahura, 2023). By setting financial and performance goals and letting management pursue them, Edwards may adopt this strategy.
Human elements in budgeting must be understood and controlled to overcome behavioral concerns (Bogsnes, 2023). Edwards' camping gear companies must include employees, communicate properly, handle change opposition, and give them budgetary responsibility. These strategies boost budgets, office culture, performance, and strategic objectives. These behavioral characteristics may make budgeting successful for organizational performance and employee engagement.
[bookmark: _ht9rl2j0a9nc][bookmark: _Toc163511501]Section D: Evaluation of Traditional Budgeting Approaches
Traditional incremental budgeting evaluation
The Edwards camping gear companies and others employ incremental budgeting for financial planning. Simple budgeting involves adding a certain amount to the previous period's budget to account for inflation, growth predictions, etc. A complete study indicates significant limitations that limit its relevance in today's evolving business landscape.
Traditional incremental budgeting is cautious and uncreative. This technique may prolong outdated spending patterns and inefficiencies by relying on past data and making minimal changes. It seldom challenges the status quo or innovates resource allocation. This strategy may hinder Edwards' ability to adapt to a rapidly changing retail industry and client preferences.
Incremental budgeting may contradict strategic aims by looking back. Budget allocations may not reflect the organization's current or future strategic objectives because they use historical data (Alsharari, 2024). Edwards may wish to enter new markets or release new products, but simple changes may not be enough to sustain growth and innovation.
Incremental budgeting encourages department managers to "spend-it-or-lose-it". Budgets are usually adjusted based on previous spending, so individuals are motivated to consume all monies regardless of necessity or efficiency. It does not promote cost-consciousness or value maximization. Instead, it might waste money and impair the company's strategic objectives and efficiency.
Traditional incremental budgeting is rigid, making it impossible for companies to adapt to market changes or unexpected opportunities (Yamano and Sakata, 2023). Resource reallocation flexibility is crucial in fast-changing markets. Incremental budgeting may impede Edwards, which must react to seasonal fluctuations, client demand, and supply chain disruptions.
Problems with Traditional Budgeting in Dynamic Businesses
Today's dynamic organizational environments, with rapid technological advances, changing client behaviors, and global economic uncertainties, make incremental budgeting tough. These difficulties demonstrate that traditional techniques lack the flexibility and strategic insight organizations need to flourish.
Traditional budgeting may stifle innovation and market response by locking a business within a financial plan. In volatile markets, this rigidity may prohibit businesses from adjusting their strategy or resource allocations.
Traditional budgeting may detach from strategic goals owing to its backward orientation (Schön, 2023). Historical budget allocations may not cover new strategic objectives or current issues. The difference may deter a corporation from investing in expansion and innovation.
Incremental budgeting may encourage excessive spending since departments must use their budgets to justify future expenditures. This "use-it-or-lose-it" mentality promotes overspending rather than cost-cutting or efficiency.
Traditional techniques focus on minimal budget modifications, operational improvements, and cost cuts. Due to this carelessness, Kazar et al. 2023 suggest that businesses may spend in underperforming sectors without pursuing efficiency or other creative methods to improve financial performance.
Dynamic Industry Budgeting Alternatives
[bookmark: _qlrh1b1rs6j4][bookmark: _Toc163511502]Multiple options improve flexibility, plan alignment, and change adaption in traditional budgeting.
According to Allen and Clifton (2023), zero-based budgeting (ZBB) requires departments to justify all expenditures at the start of each budget cycle. Examining spending needs and priorities helps align budget allocations with strategic objectives and reduce unjustified spending.
The planning horizon is extended beyond the fiscal year using weekly rolling predictions to account for business environment changes. This method allows companies to adjust their plans and allocations of resources to new knowledge and market developments.
ABB connects financial planning and operations by focusing on activity expenditures inside a corporation (Strýčková, 2023). It funds strategic goals and customer value by discovering efficiency gains.
Instead of financial control, decentralized budgeting uses adaptive management, dynamic allocation of resources, and outcome management. This model transcends budgets. This paradigm aims to make firms more flexible and innovative.
Flexible, strategic, and responsive budgeting solutions are needed by modern enterprises. Zero-based, Rolling Forecasts, Activity-Based, and Beyond Budgeting provide alternatives to modeling restrictions. Organizations can adapt to changing industries and survive by being flexible and forward-thinking.
Conclusion
Modern dynamic businesses' budgeting and financial management basics are examined in this study. It stressed strategy alignment, stakeholder involvement, and budgetary flexibility in strategic budgeting. Human factors are crucial to budgeting, and the study suggests ways to boost motivation, communication, and change resistance to enhance performance.
Classic incremental budgeting approaches are inflexible, inefficient, and unrelated to strategic objectives. Fast-paced business environments that need strategic planning enhance these restrictions. In response, Zero-Based Budgeting, Rolling Forecasts, Activity-Based Budgeting, and Beyond Budgeting guide financial planning and management. Traditional approaches assist companies navigate current markets despite their inflexibility, strategic alignment, and operational inefficiency.
In conclusion, adaptive and smart budgeting helps companies prosper in the ever-changing business environment. This report's observations and solutions seek to assist Edwards' camping gear stores in improving their financial supervision, strategic coordination, and competitive edge to expand and profit amid changing market circumstances and economic uncertainty.
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