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Executive Summary
The purpose of this report is to analyse Blue Thread Ltd.’s budgeting process, assess its financial strategy and identify potential challenges and solutions in a dynamic business environment. The report evaluates the company’s budgeted Profit & Loss account, highlighting its balanced approach to revenue generation, cost control and management of financial obligations. Key challenges, such as cash flow management, operating expenses and inventory optimisation, are addressed with strategic recommendations, including postponing capital expenditures and renegotiating fees. 
The report also critiques traditional budgeting methods, advocating for more flexible approaches like rolling forecasts or beyond budgeting to improve adaptability. Ultimately, the report concludes that by adopting these strategies, Blue Thread Ltd can strengthen its financial position and ensure long-term growth. 
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Introduction  

The budgeting process plays a critical role in the financial planning and decision making of any business. Tradiotionally, many organisations have relied on incremental budgeting methods, where the budget for the upcoming period is based on the previous year’s figures, with slight adjustments made to account for expected changes. Accoring to Schmidt (2024) among all budgeting techniques, incremental budgeting is frequently as the most conservative approach. It is based on the notion that a new budget can be created most effectively by making only minor adjustments to the current budget; in other words, incremental budgeting uses the current budget as a base to which incremental assumptions to determine new budget amounts. 
However, in recent years, there has been increasing debate surrounding the limitations of this approach, particularly in the context of a rapidly evolving business environment. The traditional annual budget model has been critized for its ridigity, lack of responsiveness, and tendency to hinder strategic change, making it less suited to business that need to adapt quicly to market fluctuations and internal challenges. (Hope & Fraser, 2003) 
Blue Thread Ltd, a clothing retailer operating a chain of 10 stores, finds itself in a financial situation that highlithes the shortcomings of traditional budgeting practices. The company is facing an overdraft of £25,000, which the bank has requested to be eliminated by the end of November. In order to do this, Blue Thread Ltd’s directiors have decided to reassess their financial plans for the next six months. The company’s existing budget, prepared months earlier, provides a starting point but may not fully reflect the current financial pressures and operational needs. Research shows that traditional budgeting often limits a business’s ability to adapt to dynamic conditions and hinders strategic decision-making (TRG International, 2023). The business needs to consider alternative budgeting models that allow for greater flexibility and alignment with strategic objectives, especially as it navigates through its cash flow challenges. 
Such models emphasize adaptability and focus on allocating resources where they are most needed. (Hanover Research, 2023) 
This report sets out to address the financial situation of blue Thread Ltd by preparing a detailed stock budget, cash budget and budgeted profit and loss account for the upcoming sic months. These financial projections will help identify the potential issue the company may face and suggest ways to manage these issues. Furthermore, the report will examine the broader issues associated the traditional budgeting methods, considering their revelance in a fast-changing business environment. 
Through this analysis, the report aims to provide insights into the budgeting process and its implications for businesses operating in dynamic and unpredictable markets, offering a critical evaluation of the traditional method in contrast to more modern alternatives. 













Main Findings
Task A  
Stock budget 
Blue Thread Ltd is a company that owns and operates a chain of 10 stores selling high-quality clothing. As of June, the company is facing a financial challenge: £25,00 overdraft, which must be cleared by the end of November. To address this, the directors of the company have outlined plans for the upcoming six months, including reviewing sales projections, stock control, expenses and cash flow management. 
The stock budget and cash budget are essential tools in managing Blue Thread Ltd.’s finances. The stock budget provides an estimate of stock levels over a period of time, allowing the company to balance between having sufficient stock to meet customer demands and not over-purchasing, which could result in unnecessary cash outflows. Similarly, the cash budget forecasts cash inflows and outflows, enabling the company to maintain liquidity and avoid cash shortfalls that could impede its operations. 
A stock budget is an integral part of inventory management, ensuring that the company can meet customer demand without holding excess inventory that ties up working capital. The stock budget typically includes: 
· Opening stock: The inventory at the start of the period. 
· Stock purchase: The amount of stock bought during the period. 
· Cost of stock sold: The cost the goods dols during the period. 
· Closing stock: The inventory at the end of the period, which becomes the opening stock for the next period. 
The company’s stock budget has been calculated for each of the six months, beginning in June and ending in November. This budget reflects purchases made to replenish stock based on sales forecasts and cost of sales calculations, while also ensuring that stock levels remain above the minimum required by the company’s policies. 
Given the company’s gross profit margin of 35%, the cost of sales is calculated as 65% of the sales income. For example, in June, the sales income is £200,000. Using the 65% margin, the cost of stock is £130,000. The stock budget for each month reflects the relationship between the opening stock, purchases and cost of stock. 
Below is the example of breaking down the stock budget for the six months: 

1. 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 
	 90 
	 110
	 134
	 187
	 204
	 255

	Stock purchased
	 150 
	  180
	 190
	 160
	 200
	 210

	
	 240
	290  
	 324
	 347
	 404
	465 

	Cost of Stock sold
	(130)
	(156)
	(136)
	(143)
	(149)
	(162)

	 Closing stock
	110   
	134
	 188    
	 204
	 255
	 303



The stock budget provides an insight into how Blue Thread Ltd is managing its inventory. The company appears to be maintaining a healthy stock level by ensuring that the closing stock is always higher than the minimum required amount of £40,000. By planning for purchases that align with projected sales, the company can avoid both overstocking and stockouts. 
Moreover, the cost of stock sold is consistently based on the company’s sales income and the gross profit margin. 

Cash budget 
A cash budget is an essential financial tool for liquidity management (The Knowledge Academy, 2025), providing organisations such as Blue Thread Ltd with a structured framework for forecasting and controlling cash inflows and outflows over specific periods. By systematically planning cash movements, the company can safeguard against liquidity crises, optimise resource allocation and ensure financial stability amidst fluctuating sales and operational demands. 
Blue Thread Ltd primarily generates cash inflows through sales, with 100% of payments received within the month of sale. This prompt payment system minimises delays in cash collection and supports immediate liquidity. Approximately 30% of sales payments are made via credit card, incurring a 3% fee, which represents a notable operational cost. Although credit card payments provide convenience to customers, Blue Thread Ltd must weigh the cost implications against the potential benefits of enhanced customer satisfaction. The remaining 70% of sales transactions, predominantly made in cash or alternative payment methods, supports immediate cash reserves, aiding the company’s short-term liquidity. 
The cash outflows encompass various operational and capital expenses, each playing a distinct role in the company’s financial strategy: 
1. Purchases: Payments for stock purchases are deferred to the following month, enabling Blue Thread Ltd to align cash outflows with inflows from sales, thus minimising potential mismatches in liquidity. 
2. Operating expenses: The allocation of funds for administrative and selling ex is critical for maintaining day-to-day operations and ensuring sustained market competitiveness. However, the staggered payment terms, where selling expenses are paid the subsequent month, require precise tracking to avoid liquidity bottlenecks. 
3. Interest and Loan repayments: Fixed payments for interest (£1,000 monthly) and loan repayments (£4,000 monthly, inclusive of interest) impose regular obligations on cash flow. Despite their predictability, these payments may constrain financial flexibility during months of heightened expenditure. 
4. Capital expenditures: Investments in store refurbishment such as £12,000 in June, £10,000 in July and £14,000 in August, signify strategic initiatives for growth and customer experience enhancement. However, such outlays contribute significantly to monthly deficits, demanding careful planning. 
5. Tax payments: The £15,000 tax payment in August represents compliance with regulatory requirements, which further impacts cash availability during the period.   

(a) The cash budget for the period to 30 November is:
	
	June
	July
	Aug
	Sept
	Oct
	Nov

	
	£000
	£000
	£000
	£000
	£000
	£000

	Cash receipts 

	198 
	238
 
	208
 
	218
 
	228 
 
	248
 

	Cash payments
Administration  
	(17)
	(18)
	(19)
	(20)
	(21)
	(22)

	Stock purchased  
	(170)
	(150)
	(180)
	(190)
	(160)
	(200)

	Repayments of loan 
	(4)
	(4)
	(4)
	(4)
	(4)
	(4)

	Selling expenses  
	(5)
	(6)
	(7)
	(8)
	(9)
	(6)

	Taxation paid
	-
	-
	(15)
	-
	-
	-

	Interest payments
	(1)
	(1)
	(1)
	(1)
	(1)
	(1)

	Shop refurbishment
	       -
	  (12)
	 (10)
	  (14)
	       -
	       -

	Cash surplus (deficit)
	1 
	 47
	(28) 
	(19) 
	33 
	15 

	Opening balance
	(25) 
	(24) 
	23 
	(5)
	(24)

	9 

	Closing balance
	(24) 
	23 
		(	5) 
	(24) 
	9 
	 24



A detailed month-by-month analysis of the cash budget reveals key patterns and insights into the financial dynamics of Blue Thread Ltd. While June shows a marginal surplus due to controlled expenditures, July benefits from higher sales receipts and reduced refurbishments costs, resulting in significant cash surplus. In August, the cumulative effect of tax payments and refurbishments expenditures causes a sharp deficit, underscoring the need for contingency planning to address peak outflows. 
The gradual recovery in surplus from September to November is attributable to stabilised inflows and moderated capital expenditures, allowing the company to rebuild its liquidity. 

Profit & Loss Account 
A profit and loss account (P&L), also known as an income statement, is a financial document that summarises a company’s revenues, costs and expenses over a specific period. (Investopedia, 2024) 
To create the budgeted Profit & Loss Account for the six-month period ending 30 November, we need to consider several key components: sales, cost of sales, gross profit, operating expenses and other expenses like interest, tax and capital expenditures. 

(b) [bookmark: OLE_LINK1][bookmark: OLE_LINK2]The budgeted Profit & Loss Account for the six months ending 30 November is:
	
	£000
	Calculation

	Sales 
	1,350  
	200+240+210+220+230+250

	Cost of goods sold
	(877.5)
	1,350 x 65% 

	Gross profit
	472.5 
	 35% x 1,350                             

	Selling expenses
	(41)
	 5+6+7+8+9+6

	Admin Expenses
	(153)
	 23+24+25+26+27+28

	Credit card charges
	 (12)
	        1,350 x 30% x 3%                                  

	Operating profit
	266.5 
	

	Interest payable
	   (6)
	         6 x 4,000 x 25%                                 

	Profit for the period
	260.5 
	



After accounting for all sales revenue, costs and expenses, Blue Thread Ltd expects to end the six-month period with a positive net profit. This profit will not only help the company reduce its overdraft but also provide the financial flexibility to reinvest in the business and expand its operations. The management team is confident that, despite the upfront costs and financial commitments, the company’s overall financial health will improve as a result of these strategic decisions. 


















Task B  
Cash flow deficits in certain months 
The company is expected to face significant cash shortages in months such as August, primarily due to large capital expenditures on store refurbishments and a sizeable tax payment of £15,000. The outflows could create liquidity problems, even tough the company is profitable on paper, highlighting a gap between accounting profits and actual cash availability.
To address this issues, Blue Thread Ltd could consider the following actions: 
Reevaluate capital expenses, therefore the company should consider deferring or scaling back capital expenses, particularly refurbishments, during months with anticipated cash deficits. By postponing some of these costs, the company could alleviate the strain on cash flow during critical periods.  
Improve cash collection, because although the company has efficient collection process with 70% of sales paid in cash, efforts could accelerate collections from customers, especially credit-based transactions, could improve liquidity. 
The company could also explore short-term financing options, such as an overdraft facility or line of credit, to cover cash flow shortfalls in months with high outflows. 
Low profit margins and impact on profitability 
Blue Thread Ltd is projected to have a low profit due to high administrative costs and selling expenses, which account for a significant portion of gross profit. Additionally, the 3% fee on credit card transactions (which constitutes 30% of sales) reduces the company’s profitability. This, combined with other overhead costs, could result in lower-than-expected net profits, particularly in months with high capital expenditure or tax payments. 
To improve profitability, the company could: 
Look for opportunities to reduce operational expenses, particularly administrative and selling expenses. This could involve streamlining processes, automating back-office functions, renegotiating contracts with suppliers and service providers. 
The company could also explore ways to increase sales without a proportional increase in operating expenses, such as introducing new product lines, enhancing marketing efforts or improving customer experience to boost repeat sales. 
Rigid budget structure 
The budgeting approach appears to be set with fixed allocations for expenses like capital expenditures, selling expenses and loan repayments. This rigidity could limit the company’s ability to adapt to unexpected market change. For example, a sudden decline in sales or an increase in operational costs could make the existing budget insufficient to meet actual needs, leading to cash shortages or misses opportunities. 
To improve flexibility, the company should move towards a more flexible budgeting system, where expenses and revenue can be adjusted based on actual performance and market conditions. This would allow Blue Thread Ltd to respond more effectively to fluctuations in sales or unexpected costs. 
Instead of sticking to the six-month budget rigidly, the company could perform quarterly reviews to adjust the budget based on actual performance. This would ensure that resources are allocated effectively, and adjustments are made when needed. 
Loan repayments and interest payments
Although the loan repayments are predictable, they reduce the company’s ability to flexibly manage other expenses, particularly in months with lower-than-expected sales or high capital costs. 
To manage its financial obligations more effectively, Blue Thread Ltd, if feasible, could negotiate with its lender to restructure the loan, possibly extending the repayment term or lowering the interest rates. This would provide the company with more flexibility in managing its cash flow. 






Task C  
Budgeting and budgetary control system 
Budgeting and budgetary control are essential tools for effective financial management within an organisation. A successful system of budgeting helps in planning and controlling the financial resources, ensuring that a business stays on track with its financial goals. 
For a system of budgeting and budgetary control to be effective, specific conditions must be in place within an organisation. These conditions serve as the foundation for the successful operation and sustainability of the system, ensuring that financial objectives align with the broader goals of the organisation. The following conditions are essential: 
· Clear organisational objectives and strategic alignment 
A fundamental prerequisite for a successful budgeting system is the presence of clear and well-articulated organisational objectives. Without clear goals, it is challenging to allocate resources efficiently or evaluate performance against predefined targets. Budgets must reflect the strategic direction of the organisation, ensuring that funds are directed towards areas that support long-term growth and stability. According to Kaplan and Norton (1996), aligning budgeting with strategic objectives is crucial for an organisation to successfully translate its strategy into action. By linking budgetary resources to the company’s broader goals, budgeting becomes a tool for not only financial control but also strategic execution. 
· Top management commitment 
Effective budgeting systems require the active participation and support of senior leadership, not only to provide strategic direction but also to ensure the allocation of necessary resources and the enforcement of accountability across departments. Drury (2013) highlights the importance of managerial commitment, asserting that leadership must be fully engaged in the budgeting process for it to function properly. 
· Accurate and relevant information 
The effectiveness of a budgeting system is contingent upon the quality of information it is based upon. Accurate, timely and relevant data are crucial for forecasting, resource allocation and performance monitoring. A system that relies on outdated or incomplete information will lead to flawed budgeting decisions, which could misguide organisational strategy and resource allocation. Horngren (2002) emphasizes that well-functioning budgeting systems requires up-to-date and reliable information. Therefore, robust information systems capable of gathering and analysing internal and external data are necessary to ensure the accuracy and reliability of the budgeting process. 
· Realistic and achievable budget targets 
Budgets should be built upon realistic assumptions that account for both internal constrains and external market conditions. Unreasonably optimistic or excessively conservative budget targets may lead to frustration among employees, misallocation of resources or missed opportunities. Hansen and Mowen (2006) argue setting realistic and achievable budget targets are essential for maintaining employee motivation and ensuring that financial goals are met without overburdening the organisation. Unrealistic targets can lead to a loss of credibility in the budgeting process, which diminishes overall engagement. 
· Effective communication
Communication is an essential element of a successful budgeting system. Clear communication between departments and between employees and management ensures everyone understands their role in achieving budgetary objectives. Moreover, effective communication aids in aligning expectations and resolving differences between departments regarding resource allocation. Chenhall (2003) notes that a lack of communication regarding the budgeting process can lead to misunderstandings, inefficiencies and potential conflicts. By fostering an open and transparent environment, managers can ensure all departments are aligned and engaged in the budgeting process. 
· Flexibility and adaptability 
The business environment is dynamic, and as such, budgeting systems should not be rigid. Anthony and Govindarajan (2007) emphasize the importance of flexibility and budgeting. They suggest that budgets should be considered living documents that can be adjusted in response to significant changes, making sure that organisations remain resilient in the face of unforeseen challenges. 
· Control mechanism 
A system of budgeting and budgetary control requires robust control mechanisms to monitor performance and manage deviations from the budget. Otley (1999) explains that the establishment of regular performance reviews and variance analysis is essential for effective budgetary control. Without such mechanisms, it becomes difficult to assess performance accurately, leading to inefficiencies and potential financial risks. 
Behavioural considerations 
When implementing a system of budgeting and budgetary control, management must consider the behavioural impact on employees. The success of the system is not solely contingent on technical and operational factors, it is also shaped by how individuals within the organisation perceive, react to and engage with the budgeting process. There are four key behavioural factors that management must address include, those being employee motivation and engagement, budgetary gaming and manipulation, pressure and stress and resistant to change. 
1. Employee motivation and engagement: 
One of the most important behavioural considerations when introducing a budgeting system is the potential impact on employee motivation. Employees are more likely to engage with the budgeting process if they feel involved and understand how their actions contribute to organisational goals. Merchant and Van der Stede (2007) argue that employee participation in the budgeting process enhances motivation and fosters a sense of ownership. Engaged employees are more likely to meet budget targets and contribute positively to the organisation’s success.
2. Budgetary gaming and manipulation 
A potential risk when individuals or departments are held accountable for meeting specific budget targets is the temptation to engage in budgetary gaming. This involves manipulating figures to meet targets, such as inflating costs or underestimating revenues. To counteract such behaviour, management should establish a culture of integrity and accountability, with regular audits and performance reviews to ensure accuracy and fairness. Shields (1997) discusses how the fear of negative consequences may drive individuals to engage in budgetary manipulation, which can undermine the purpose of budgeting systems. 
3. Pressure and stress 
Another behavioural challenge associated with budgeting is the pressure that employees may feel to meet budget targets, particularly when these targets are set too high. Excessive pressure can lead to stress, burnout and decreased morale. It is crucial for management to balance the need for challenging targets with a realistic understanding of what can be achieved. 
4. Resistant to change 
Introducing a new budgeting system or changes to an existing one may encounter resistance from employees, particularly if they have grown accustomed to previous methods. Kotter (1996) emphasises that resistance to chance is a common barrier when implementing new systems. To overcome resistance, management must foster an open dialogue, provide training and involve employees in the change process. Engaging employees early on and addressing their concerns can smooth the transition and increase acceptance of the new system. 
















Task D 
Traditional budgeting 
Traditional budgeting methods have long been employed as a standard approach for financial planning and control in organisations. These methods, such as incremental budgeting, zero-based budgeting, line-item budgeting, top-down budgeting and bottom-up budgeting, have been designed to maintain financial stability and control. However, in the context of rapidly evolving business environment characterised by technological advancements, market volatility and shifting customer expectations, these traditional budgeting approaches face significant challenges. 
The most widely used traditional method, incremental budgeting, involves adjusting the previous period’s budget by a fixed percentage, typically an increase in spending. It assumes that past expenditures will remain relatively relevant, and the baseline is the previous year’s financial allocations. 
In contrast to incremental budgeting, zero-based budgeting starts from a “zero base”, requiring all expenditures to be justified for each new budgeting period. Every activity must be evaluated and funded based on its necessity and value, regardless of previous budget allocations. 
With line-item budgeting, this approach means that it involves the allocation of specific amounts for ach expenditure category, with detailed tracking and control of every line item. It is highly focused on cost containment and financial control. 
In top-down budgeting, senior management determines the overall budgetary framework and allocates resources downward to various departments or divisions. The approach assumes that senior leadership has the most strategic insight into resource allocation. 
Conversely, bottom-up budgeting involves gathering input from lower-level managers, who submit budget requests based on department needs. These inputs are then aggregated to from the overall budgets. 
Critical evaluation of a fast-changing business environment
While traditional budgeting methods have served their purpose in relatively stable business environments, their limitations become evident in fast-changing and dynamic markets. The following sections critically examine the inherent flaws of traditional budgeting approaches in such context. 
· Inflexibility and rigidity
Traditional budgeting methods, particularly incremental budgeting, are inherently rigid due to their reliance on historical data. This approach assumes that past expenditures are an accurate reflection of future needs, which is often not the case in rapidly changing environments. For example, market shifts, technological innovations or regulatory changes may render previous expenditure assumptions outdated. According to QMetrix (2014), this rigidity in budgeting processes hinders organisations from adjusting to real-time markets, ultimately leading to inefficiencies. TRG International (2023) also points out that the lack of flexibility in traditional budgets makes it harder for businesses to adapt swiftly in volatile environments. 
Flaw: The inflexibility of traditional budgeting impedes responsiveness to market dynamics and limits an organisation’s ability to capitalise on emerging opportunities.
· Slow response to change 
Traditional budgeting processes, especially in larger organisations, are often characterised by lengthy preparation cycles that can span several months. Bedford Consulting (2024) highlights how in fast-moving industries, this delay is problematic, as it may result in budgets that no longer reflect the current operating environment by the time they are implemented. Additionally, FasterCapital (n.d.) emphasises that the inability to adapt quickly to new information or changes in the marketplace reduces the effectiveness of traditional budgeting systems in today’s business climate. 
Flaw: The slow response time inherent in traditional budgeting methods may hinder an organisation’s ability to make timely decisions and respond effectively to change. 
· Misalignment with strategic goals
Traditional budgeting methods often focus heavily on maintaining operational stability through fixed financial allocations, rather than aligning resources with dynamic strategic objectives. In a fast-changing business environment, an organisation’s strategic priorities may evolve rapidly, necessitating a flexible and forward-looking approach to budgeting. Traditional methods, however, are often designed to uphold the situation, rather than enable strategic adaption or facilitate innovation. SDG Group (2024) notes that traditional budgeting systems can sometimes lead to a misalignment with the organisation’s strategic vision, as they are typically based on historical cost patterns rather than future opportunities. 
Flaw: Traditional budgets are often disconnected from the strategic needs of the organisation, impending the ability to allocate resources to emerging or high-priority initiatives. 
· Overemphasis on detail and bureaucratic complexity 
Approaches, such as line-item budgeting, can be overly focused on the precise of financial allocations, which may not be productive in a fast-changing environment where flexibility and adaptability are critical. The bureaucratic nature of such budgets can create inefficiencies and slow down decision-making, particularly when detailed scrutiny of each line item detracts from more strategic considerations. (GrowCFO, n.d.) 
· Short-term focus and cost containment 
Traditional budgeting methods often emphasise short-term financial goals, such as controlling costs and achieving profitability in the immediate future. In rapidly evolving markets, however, a focus on short-term financial metrics may detract from long-term strategic investments, such as research and development, talent acquisition or market expansion, which are essential for sustained growth. 
Alternatives and solutions 
In response to the inherent limitations of traditional budgeting, organisations are increasingly turning to more flexible and adaptive financial management approaches, such as rolling forecasts, beyond budgeting, activity-based budgeting and agile budgeting. 
A rolling forecast is a financial planning tool that continuously updates projections for future performance by adding new periods as they pass.  (NetSuite, 2023). Unlike traditional budgets, which are fixed for a set time frame, this approach facilitates better responsiveness to changing conditions and enables more accurate resource allocation in dynamic environments. 
Beyond budgeting is a management philosophy that challenges traditional budgeting practices. It emphasizes flexibility, decentralization and adaptability, allowing organisations to respond quickly to changing market conditions (Corporate Finance Institute, 2023). Beyond budgeting promotes rolling forecast and dynamic planning, fostering innovation and continuous improvement. 
Activity-based budgeting (ABB) is a budgeting method that focuses on identifying and analysing the activities that drive costs within an organisation (Investopedia, 2020). ABB allocates resources based on the cost of activities required to achieve specific goals. This approach helps business optimise their operations by identifying inefficiencies and reducing unnecessary expenses. 
Agile budgeting is a flexible approach to financial planning that aligns with agile principles. It allows organisations to adapt their budgets dynamically based on changing priorities, market conditions and project needs (Bain & Company, 2019). Unlike traditional fixed budgets, agile budgeting emphasises frequent reviews and reallocations to ensure resources are directed towards the most valuable initiative. 



















Conclusion 

In conclusion, after thoroughly evaluating Blue Thread Ltd.’s financial strategy and budgetary processes, it is clear that the company has crafter a well-balanced plan that positions it for profitability. The budgeted profit and loss account reflects a thoughtful approach to revenue generation and cost control, with a strong emphasis on aligning stock purchases with sales and forecast and maintaining tight control over operating expenses. By carefully managing financial obligations, such as loan repayments and capital expenditures, the company is on track to achieve a healthy net profit by the end of November. However, our analysis also revealed several areas that require attention to ensure continued financial stability. 
Through our critical evaluation, we identified key challenges, particularly in managing cash flow, controlling operating expenses and optimising inventory. We examined how traditional budgeting methods, while effective in stable environments, can hinder flexibility in a fast-changing business. To address these challenges, we proposed several strategic actions, such as postponing capital expenditures, renegotiating credit card transactions fees and improving inventory management. These actions were chosen to minimise the risks of cost overruns and cash flow disruptions while improving operational efficiency. 
In addition, our review emphasised the importance of integrating more flexible budgeting tech, such as rolling forecasts or beyond budgeting, which allow for more adaptive and dynamic financial planning. These alternatives approaches will provide the company with the agility needed to respond to market changes and strategic shifts, ensure Blue Thread Ltd remains competitive in a rapidly evolving business landscape, 
To reach this conclusion, we combined financial analysis with an understanding of the organisational and market conditions facing Blue Thread Ltd. By evaluating both strengths and limitations of the current budgetary system, we recommend strategies to foster a more resilient and responsive financial management approach. Moving forward, by focusing on flexibility, strategic alignment and effective management practices, Blue Thread Ltd will be well-positioned to meet its financial obligations and continue growing sustainably.  
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