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Executive summary
This report provides a study based on the calculation of the stock budget and a cash budget for six months including the profit and loss account for the same six-month period ending on the 30th of November. The study also provides interpretations of the problems that might be faced by Edward during the six-month period. Moreover, the report also provides a brief elaboration on the concept of budgeting and budgetary control including the behaviours of people in the organisation with respect to the budget introduced. Apart from this, the study also focuses on the traditional approaches to budgeting in the context of the fast-changing business environment.


Table of Contents
Introduction	4
a. Preparation of the cash budget	5
Stock budget calculation	5
Cash budget calculation	5
Accrual-based budgeting calculation	5
b. Critically explaining the issues that can be faced by Edwards on the basis of the outcome of the calculations	6
Stating the types of issues that can occur to Edward in the upcoming six months that have been analysed on the basis of the presented calculation:	6
Highlighting some of the potential approaches that can be undertaken by the management authority to address these issues:	7
c. Evaluating the conditions present within an organisation for budgeting and budgetary control	8
Explaining the concept of budgeting	8
Explaining the concept of budgetary control	8
Importance of budgeting and budgetary control in an organisation	9
Behavioural implications of people during budgeting	10
d. Critically evaluating some of the traditional approaches of budgeting in the context of a fast-changing business environment	15
Defining the concept of budgets and traditional approaching budgets:	15
Usage of traditional approaches to budgeting in a fast-changing business environment	15
Conclusion	19
References	20




[bookmark: _Toc169196344]Introduction 
There are specific principles followed by concepts of finances are presented which are essential for a business entity to adhere to for the sake of preparing their business's financial reports. Maintaining effective financing processes is essential for a company to present the report of their economic activity in a more accurate and efficient manner. Budgets are one of the crucial tools of finances that is usually developed by business organisations in order to get proper shape regarding it will be beneficial for them to make use of resources and spend money to conduct business operations. Therefore, in this upcoming portion, the preparation of three key types of budgets will be done for Edwards. After that, the discussion also aims to highlight the basic concept of budgeting and budgetary control system that is again an essential element for a business to consider. There is introduction of the behaviours of people which is required to be managed by the businesses with the implementation of some necessary actions is also going to produce. In addition to this, the explanation of traditional budgeting in the context of the fast-changing business environment is also going to be explored, followed by some of the inherent flaws that this approach holds will be established. 

[bookmark: _Toc169196345]a. Preparation of the cash budget 
[bookmark: _Toc169196346]Stock budget calculation 
The stock budget for the six months to 30 November
	Particulars 
	June
	July
	Aug
	Sept
	Oct
	Nov

	Opening balance
	125,000
	
	
	
	
	

	Stock purchased
	180000
	170000
	203000
	200000
	180000
	195000

	
	305,000
	170,000
	203,000
	200,000
	180,000
	195,000

	Cost of Stock sold (60% of sales) 
	156000
	162000
	162000
	132000
	126000
	114000

	Therefore Closing stock
	149,000
	8,000
	41,000
	68,000
	54,000
	81,000



[bookmark: _Toc169196347]Cash budget calculation 
The cash budget for the period to 30 November
	Particulars 
	June
	July
	Aug
	Sept
	Oct
	Nov
	Total 

	Cash receipts
	
	
	
	
	
	
	

	Sales net of
	260000
	270000
	270000
	220000
	210000
	190000
	1420000

	Cash payments
	
	
	
	
	
	
	0

	Administration
	31000
	30000
	28000
	29000
	29000
	27000
	174000

	Stock purchased
	180000
	170000
	203000
	200000
	180000
	195000
	1128000

	Repayments of loan
	7000
	7000
	7000
	7000
	7000
	7000
	42000

	Selling expenses
	9000
	8000
	8000
	7000
	6000
	6000
	44000

	Taxation paid
	-
	-
	20000
	-
	-
	-
	20000

	Interest payments
	1440
	1728
	2073.6
	2488.32
	2985.984
	3583.18
	14299.08

	Shop refurbishment
	34000
	26000
	18000
	-
	-
	-
	78000

	Cash surplus (deficit)
	262440
	242728
	286073.6
	245488.3
	224986
	238583.2
	1500299

	Opening balance
	25000
	22560
	49832
	33758.4
	8270.08
	
	139420.5

	Closing balance
	22560
	49832
	33758.4
	8270.08
	-6715.9
	-48583.2
	59121.4



[bookmark: _Toc169196348]Accrual-based budgeting calculation 
The (accruals-based) budgeted Profit & Loss Account for the six months ending 30 November
	Particulars 
	Amount (£) 

	Sales
	1420000

	Cost of goods sold
	852000

	Gross profit
	568000

	Selling expenses
	44000

	Admin Expenses
	174000

	Credit card charges
	42600

	Operating profit
	307400

	Interest payable
	14299.08

	Profit for the period
	293100.92





[bookmark: _Toc169196349]b. Critically explaining the issues that can be faced by Edwards on the basis of the outcome of the calculations
[bookmark: _Toc169196350]Stating the types of issues that can occur to Edward in the upcoming six months that have been analysed on the basis of the presented calculation:
On the basis of the given computations discussion of some potential issues that can be faced by Edwards in the upcoming six months has been produced in the below portion:
The deficit in the cash flow: The above-prepared cash budget mainly indicates that the deficits in the cash flow of the business can be seen in the months of October and November. This may hinder the effectiveness of the operational activities of a business including making purchases of stocks or even fulfilling the expenditure which can raise potential issues for the business (Liyanage and Gooneratne, 2021).
Negative balance in the closing stock: A negative balance within the closing stock has been seen that can lead the business to face a shortfall at the end of its accounting period. As a result, it may increase the level of difficulties of the individual in order to meet the obligations of finances which may become the result of facing defaulting issues in making payments on time. 
Increasing selling expenses: The constant increase in the selling expenses during the period has been seen that is the biggest indicator of increased costs as well as inefficiencies that influence the activities of the sales. This may impact the profitability of the business (Gharehbeigloo et al., 2019).
Uncertain Taxation as well as Interest Payments: The preparation of the budgets has mainly included the taxes that have been paid in the month of August while the payment of the interest fluctuates over the months for the business by an increase in the percentage. 
[bookmark: _Toc169196351]Highlighting some of the potential approaches that can be undertaken by the management authority to address these issues:
The incorporation of the strategic approaches is essential to adapt by the individual with the aim of mitigating the issues that have occurred in the budget calculation. Thus some of the management approaches have been described in the below portion:
1. Implementation of stricter monitoring and controlling over the way cahs are incoming and outgoing in the entity is the key method. In order to do that, businesses are required to monitor expenses, and also negotiate with their suppliers in a better manner which will allow them to reduce the pressure of the deficit cash flow (Marecki and Wieloch, 2019). 
2. Finding out the crucial areas in which the reduction of expenses is required is essential. In order to do that, optimisation of the selling expenses, and detecting more suitable suppliers who will provide cost-effective materials can help the business to alleviate the economic strain as well as develop further. 
3. Exploring new and different types of scopes for the sake of increasing the sales level and even diversifying the streams of revenue is also a key move that can help the business bolster cash reserves followed by mitigating the issues of cash flow (Daryakin et al., 2019).


[bookmark: _Toc169196352]c. Evaluating the conditions present within an organisation for budgeting and budgetary control
[bookmark: _Toc169196353]Explaining the concept of budgeting 
Budget refers to the methodical execution of the business plan. It provides a structural framework for the business to achieve its desired goals with the help of measures and indicators. It is a culmination of different budgets set for different areas of the business (AccountingTools, 2023). The main aim of the budgeting process is to aid the planning for operational activities, and maintaining control in an organisation by monitoring the activities, and evaluating the overall business performance (O'Shea , 2024). The different budgets included in the budgeting process are the operational budget, capital budget and cash budget. The budgeting process embarks around six months before the financial year commences (AccountingTools, 2023). It starts with the initial planning, where the company and its management go through various strategies to select and implement the budget (Pangaribuan et al.,2024). The process of budgeting is a culmination of communication, setting up the targets and goals, development of the budget, interpretation and compilation of the budget model, review and then comes the last stage of approval (O'Shea , 2024). 
[bookmark: _Toc169196354]Explaining the concept of budgetary control
Budgetary control refers to the overall process of budgeting which starts from planning, monitoring the performance, controlling and evaluating the organisation’s overall expenses and revenue to verify that it is in sync with the budget (AccountingTools, 2024). Budgetary control involves the creation of a budget for the different activities within the business, observing the real-time performance with respect to the budget, further identifying variations, and taking necessary actions to bring the budget on track (AccountingTools, 2024). The main goal of budgetary control is to make sure that the resources provided and funds allocated within the business are being used to their full strength to achieve the desired business goals. Budgetary control aims to ensure that the financial setup and strategic plan for the welfare of the organisation, or individual is utilising their funds and resources methodically and productively (Tzenios et al.,2022). 
[bookmark: _Toc169196355]Importance of budgeting and budgetary control in an organisation
Budgeting and budgetary control are very crucial for the workings of an organisation as they help in planning, allocating, monitoring the proper use of funds and resources in the business, and eliminating funds and resources from the areas where there is wastage (Forbes, 2024). There are many more points which make budgeting and budgetary control important for an organisation. Some of them are, 
Ensuring the availability of resources- The primary or main goal of budgeting is to ensure that there are enough funds and resources for the workings and development of an organisation (Romenska et al.,2023). An advance planning of funds helps the management understand and evaluate which areas require more funds and thus allocate funds accordingly, after which they monitor and control the activities within the firm to keep a check (Forbes, 2024). 
Aids in the fulfilment and reporting of internal goals- Budgeting not only helps in the allocation of funds, but it also helps in evaluating and deciding the amount of revenue which would be necessary for a company to achieve its desired goals. It helps in the setup and forming of a framework for the company to reach its goals (Romenska et al.,2023). 
Project prioritisation- Another key importance of budgeting is reflected in the selection and prioritisation of projects. With the help of budgeting, the management and owners take into consideration the return on investment (ROI) for every project and evaluate its alignment with the company values and how it could affect the financial goals of the company (Agustina et al.,(2024). This helps the management and owners to evaluate and further explain which project or item holds importance to them for the betterment of the company 
Financing Opportunities- The documented budgetary information helps the company to attract investors. Investors demand the financial statements of the company to evaluate, compare and make decisions as per the company’s financial evaluation if they wish to invest in the company or not (Tzenios et al.,2022). From the company’s point of view, it proves to be very beneficial to have an efficient accounting and bookkeeping system that projects their budgetary information and expenses for the past, present and future (Adolph et al.,2020). 
[bookmark: _Toc169196356]Behavioural implications of people during budgeting 
Dysfunctional Behaviour- Budgeting often brings out a positive behavioural approach from people when the overall goals of the management are in sync with the overall goals of the organisation (Johnson et al.,2023). This blend of goals is referred to as goal congruence which suggests that the goals of management and the organisation match. The introduction of such a budget motivates the employees within the organisation to excel in their performance (Sihombing et al.,2023). However, at times due to discrepancies during the implementation of a budget and unachievable expectations from the management, the morale and enthusiasm among the employees go on a spiral inducing stress and negativity, which as a result impacts the overall organisational goal of the company (Sihombing et al.,2023). This negative behaviour is termed as dysfunctional behaviour which is often termed as an individual behaviour that is caught in a conflict with the goals of the organisation. 
Positive Impact of Dysfunctional Behaviour- This dynamic budgeting approach creates a challenging situation for employees which demands the employees to adapt to different situations and improve their performance under pressure (Agustina et al.,2024).
Negative Impact of Dysfunctional Behaviour- This budgeting approach creates a rift between the employees and the management, which results in less productivity and efficiency from the employees this ultimately affects the goals of the organisation as a whole (Sihombing et al.,2023). 
Strategies- To combat this, while implementing the budget and setting expectations the management should keep certain things in mind (Agustina et al.,2024). These are flexible budgetary plans, both monetary and non-monetary incentives for the employees, realistic standards, a frequent check on performances, employee participation and most importantly being in line is controlling the operational and other costs within the organisation (Tzenios et al.,2022).
Participative budgeting- The budgeting process is often divided into two segments, top-down budgeting or bottom-up budgeting. In the top-down budgeting process, the budget is prepared by the top authorities of the management for the organisation as a whole (Bartocci et al.,2023). This process of budgeting is often termed authoritative budgeting. Whereas, a participative budgeting process is a bottom-up approach to the budgeting process which includes the people who are more likely to be affected by the budget, during the creation of a budget (Johnson et al.,2023). 
Positive Impact of Participative Budgeting- This approach helps in building the motivation and efficiency of the employees in an organisation and makes them feel included in the important decisions within the business (Bartocci et al.,2023). Participation by the employees in the preparation of the budget helps in creating motivation among the employees making them feel like it's their budget, boosting an increased sense of responsibility within them. 
Negative Impact of Participative Budgeting- This approach to budgeting, has its own set of negative impacts (Bartocci et al.,2023). The participative budgeting approach may lead to disagreements between the employees and at times participation which is often a deceitful form of participation leaving the employees feeling left out and unmotivated leading to decreased productivity and efficiency from the employees, this results in a drop in the overall performance of the company (Sihombing et al.,2023). 
Strategies- In order to combat this situation, management needs to form strategies to avoid pseudo-participation and disagreements between the employees. The management needs to put forward a more clear form of communication enlisting a clear organisational hierarchy (Johnson et al.,2023). They also need to ensure there are some conflict-resolution strategies to evaluate ways to achieve common goals. 
Pressure created by budgets- A budgetary plan is developed to create ease in workings by setting up a framework according to which the company should perform to achieve the desired goals. It is very important to evaluate the pressure the budget would create on the employees of the organisation and set the targets accordingly (Valicom, 2022). The goals set by the management must not be too unachievable as it would enlist extra pressure on the employees at the same time the targets should not be too easily achievable, as it may lead to loss of interest and may cause a decline in the performance levels. 
Positives of pressure created by budget- The pressure created by budgets and targets provides a challenge to the employees and also presents to them with exciting incentives which create enthusiasm among the employees and motivate them to perform well to achieve the targets (Valicom, 2022). 
Negatives of pressure created by budget- The extra pressure and unachievable targets set by the management create unnecessary stress among the employees, which leads to rifts between the management and employees, a negative environment in the workspace and as a result a decline in the overall business performance. 
Strategies- In order to combat these drawbacks, the management should set standards and goals which are not too achievable but at the same time unimaginable. The main standard of budgetary planning should be to get the lower-level employees and managers in a participative setting and set goals which create interest and enthusiasm among the employees. Also, the management should also understand how tight they should set the budget and standards should be for each respective team and their managers. The management should also include attractive incentives, promotional offers within the team and mandatory training sessions.
Budgetary slack-Budgetary slack is the term used for the situation when the management knowingly takes the lower value of revenue into consideration and higher expenses while developing the budget (AccountingTools, 2023). The difference between the actual estimation of revenues and the cost of production to that of the projected revenues and cost of production is referred to as the budgetary slack. Every organisation uses this method to have a buffer at times of need. For instance, the lower-level or subordinate managers would be tempted to cut down some expenses in a project if they knew the management would not approve of their proposal as it demands more funds than the set budget (Dal Magro et al.,2023). The same method is applied by the sales managers in the projection of their sales reports, the leads introduce a slack by preserving their cash balances. 
Positives of budgetary slack- The budgetary slack is more often used to cope with uncertainties as it is known that the budget is based on predictions and forecasts for the future (AccountingTools, 2023). The budgetary slack helps the company from such uncertainties of costs. 
Negatives of budgetary slack- Budgetary slack year after year may lead to mediocrity in the business. The creation of soft targets by the management lowers the valuation of the business in comparison to the competitive businesses. 
Strategies- To combat, these budget slack situations and reduce excess slack, the management may take into consideration strategies for cost-cutting (Tzenios et al.,2022). The management needs to explore a slack or cushion which maintains the efficiency of the employees and also reduces conflict which might happen due to excessive pressure on the budget and targets (Dal Magro et al.,2023). Moreover, the management needs to carefully inspect the budget proposed by the junior managers, to decrease the excess slack from the budget. Additionally, the management can introduce incentives for the junior managers to get more accuracy in the budget as they feel motivated.  

[bookmark: _Toc169196357]d. Critically evaluating some of the traditional approaches of budgeting in the context of a fast-changing business environment
[bookmark: _Toc169196358]Defining the concept of budgets and traditional approaching budgets:
Budgets usually refer to the financial plans that help a business organisation outline the amount of income followed by expenses that are going to be made by the entity in the upcoming period. However, the approach of traditional budgeting mainly follows a top-down method in which the senior management of a company becomes responsible in order to settle down targets for different departments on the basis of strategic goals as well as historical data (Moses and Moses, 2022). Moreover, with the help of this budgeted approach, it became possible for a business to develop the budget for the current year. In this process of budgeting, the usage of incremental budgeting can be captured. It is basically a coordination tool of a company that conducts different types of financial activities to project trends and allocate resources.  
[bookmark: _Toc169196359]Usage of traditional approaches to budgeting in a fast-changing business environment
The approaches of traditional budgeting have been extensively used in different sectors despite the issues posed by the fast-changing environments of the business. While the approaches of traditional budgeting have their specific merits for businesses, still there are various types of shortcomings that can be found. This especially happens during the time of the fast-changing scenarios of the business (Burell and Mattsson, 2022). Businesses are required to identify the key flaws of the traditional budgeting process as well as explore other types of alternative methods. Some of these include zero-based budgeting, rolling forecasts or even beyond budgeting. These all are useful in order to better adapt to the different types of complexities of present-day business scenarios. By embracing flexibility, agility, and innovation in financial planning, organizations can thrive in an increasingly dynamic and competitive environment. Therefore, in the below portion, the approaches of traditional budgeting in compiling with the fast-changing business environment have been explained:
1. Apparently, the traditional budget carries a static nature which is the key issue. These budgeted documents are typically depends on the fixed assumptions followed by the historical data. It mainly makes them ill-suited for the sake of accommodating any kind of sudden changes within the business’s landscape. Therefore, in the context of the fast-changing business environments, the implementation of traditional budgets becomes more inefficient as they render the financial plans and also create inaccurate assumptions (Lehtoaro, 2023). 
2. The key tendency of traditional budgeting is to concentrate on the process of cost control followed by maintenance of the predetermined targets over responsiveness and agility. Therefore, this rigidity can lead a business to face reduction to grab different types of opportunities and also to mitigate any kind of unforeseen events. Within the sectors characterized by rapid disruption and innovation including fashion or technology, this nature of inflexibility can create challenging situations (Regan and Brown, 2021). 
3. The nature of time consumption is also a big factor that creates a disadvantageous situation for businesses in many ways. Creating, reviewing as well and approving annual budgets of a business can be considered as time taken as it prepares the report resource-intensive and for this, the entity may require months to complete. Therefore, now considering the fast-changing scenario of the businesses in which the decisions related to resource allocation are required to be made swiftly can be delayed due incorporation of this specific approach to budgeting. As a result, it can impede the ability of the business in order to capitalise on its activities on the basis of emerging trends (FMVA and Hessel, 2021). 
4. The methods of traditional budgeting sometimes heavily depend on the past performances of a company and on the basis of which future assumptions are being made. Therefore, while using historical data valuable insights into the business can be obtained but it can also create uncertain assumptions which may lead the business to face unwanted situations. This especially happens when a particular industry is undergoing a significant change. Hence, it became the reason for the business's failure in preparing traditional budgets for which the disruption can be seen in innovation, the behaviour of the consumer and even in the regulatory landscapes (Guruge, 2021). 
5. Despite all the constraints the process of traditional budgeting is capable of resonating the activities of the business by compiling with the fast-changing business world. These are capable for the sake of providing a structured framework of economic planning of a business followed by the allocation of the business's resources in a more critical manner. Moreover, it also offers a detailed sense of stability in a business which helps to control the possibilities of disruption which can occur in a business due to uncertainty. In business corporations many of the managers are basically accustomed towards the methods of traditional budgeting and also identify them as comfortable as well as familiar, to make this use in the business process. 
6. The detailed benchmark of the preference to evaluate performance can be generated with the help of the traditional budgeting method. This also reflects the accountability of the business and also allows to compare the budgeted targets with the actual results of the company. Here, businesses are capable of assessing the economic health followed by the areas in which further development is required. This particular mechanism of accountability is useful when it comes to developing a culture of responsibility followed by discipline in the corporation. 
7. This particular approach is capable enough to put focus on the financial metrics that a business uses in primary time. For example, revenues are followed by expenses, while skipping other essential operational indicators, which are the satisfaction of the customers, engagement of the employees, or even the development of the innovation. This short concentration can cause a business to make suboptimal decisions and also to neglect important factors of a business's performance that are effective in achieving long-term success (Lekarapa and Grobbelaar, 2022). 


[bookmark: _Toc169196360]Conclusion
Conclusively, the report above provides calculations for the making of a stock budget and a cash budget for six months starting to the 30th of November projecting the cash balance at the end of each month. The report also provides calculations for a budgeted profit and loss statement for the same six-month period ending on the 30th of November. The report further provides an interpretation of the calculations made with respect to the situations that Edward might face in the next six months and the ways to combat these situations by the management. The report then goes into detail about budgeting and budgeting control highlighting the importance of budgetary control in an organisation. Moreover, the study elaborates on the different behaviours of people in an organisation with respect to the budget. Apart from this, the report evaluates the traditional approaches to budgeting in the fast-changing business environment. The report also takes into consideration the inherent laws of the traditional budgeting methods.
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