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Executive Summary
In this report will find the importance of management accounting by using Green Threads Ltd budgeting forecast. By using Green Threads Ltd we can see how the business operates and how they are managing their budgets. We are going to see the Green Treads Ltd how they are managing their budget and how they are cleared their overdraft balance.  We also going to find the importance of the traditional budgeting and, how traditional budgeting is helping a business sustainability and profitability. In this report will find comparing methods from traditional budgeting to ZBB budgeting technique. In this report you will find all these techniques and their usage in a business.
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Introduction 


What is accounting management? Accounting management help a business to allocate the costs between goods that have been sold and keep on tracking the external profit it provides information to managers so they can make better decisions, it helps managers to take control and plan for more performance and improvements (Drury 2020 p18.)
Accounting is crucial for any type of business is important to find out if there are needs improvements on the profit and what is left to be improved that’s why is good to use accounting management in place. Accounting it helps you to find your direct and indirect cost, it helps you to find out what is your manufacturing cost and non-manufacturing cost. (Drury 2020 p29.)
Accounting in a business is important as managers can take the right choice and keep on track the business costs and profits, in a business is very important to keep on track all the expenses so by using accounting team in a business it is important.
There are a few types of accounting, Managerial accounting, managerial accounting it helps managers to understand the operational cost of a company also helps managers to take more secure decision, managerial accounting includes cost analysis, budgeting, forecasting and financial analysis. Financial accounting is the most important type of accounting as it helps a business to be informed with the financial decision, it help a business to stay legal and keep reporting the financial and health performance of the company. Tax accounting it helps a business to ensure they are following the tax rules and regulations set by the government. Cost accounting is a type that helps business to understand the spending amount and helps managers to manage the company cost for better financial development.
Green Threads Ltd operates a chain of 12 stores that sells premium clothing. At the beginning of June, the business had an overdraft of £30,000, and the bank requested this to be cleared by the end of November. Consequently, the directors decided to review their plans for the next six months. In this report will be find a stock budget and cash budget, a profit budget and loss account.
In more detail you will find bellow for the period of 6 months from June to November.










Main Findings 

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	100 	126 	156 	215 	238 	295 
Stock purchased	160 	190  	200 	170 	210 	220 
	260 	316  	356 	385 	448 	515 
Cost of Stock sold						
(64% of sales)	(134)	(160)	(141)	(147)	(153)	(166)
Therefore Closing stock	126   	156   	215     	238 	295 	349 


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  0.3 x 3%	208	 	248	 	218	 	228	 	238	 	258	 
Cash payments	Administration  	(19)	(20)	(21)	(22)	(23)	(24)
Stock purchased  	(175)	(160)	(190)	(200)	(170)	(210)
Repayments of loan  	(4,5)	(4,5)	(4,5)	(4,5)	(4,5)	(4,5)
Selling expenses  	(6)	(7)	(8)	(9)	(10)	(7)
Taxation paid	-	-	(18)	-	-	-
Interest payments	(1)	(1)	(1)	(1)	(1)	(1)
Shop refurbishment	 (14)      	  (12)	 (16)	    -    	       -	       -
Cash surplus (deficit)	(11) 	43	(40) 	(8) 	29 	11 
Opening balance	(30) 	(41) 	2	(38) 	(46) 	(17) 
Closing balance	(41) 	2	(38) 	(46) 	(17)	(6) 


The (accruals-based) budgeted Profit & Loss Account for the six months ending 30 November is:
	£000	Calculation
Sales 	1,410   	 210+220+230+240+260
Cost of goods sold	(902)	therefore   1,410 x 64%
Gross profit	507    	     1,410 x 36%                                  
Selling expenses	(49)	 7+8+9+10+7+8
Admin Expenses	(165)	 25+26+27+28+29+30
Credit card charges	 (13)	                                         
Operating profit	280 	
Interest payable	   (7)	6 x 4,500 x 25%
Profit for the period	273 	

 
The problem that may facing Green Threads Ltd

As we can see from our statement above there is still a negative balance in June, August, and September, even if the profit was of £273k there was still a few months that they were not secured my recommendation will be to try to encourage more customers to use down payments instead of using credit cards which the credit card company charges them Aswell 3% of the sales which it might help they are encourage the customer to use down payment as there will be no added fee to the sales. They also could speak to the bank so they can change their interest charge from 25% to 23% or less at least for the three months that they are unsecured, or they can change the refurbishment dates so they can increase in these months the cash flow.  It is good that they have been clear the balance, but they might get in trouble in those months that the profit has a negative impact.
They also can save money by using resale market where pre-owned clothing is returned or swapped for other ones according to (Kings Research, 2024) the global Second-hand market was valued at 91.12 billion in 2022. By doing this they can boost their sales and try to increase the budget in the months that they had negative balance. As we can see there are store refurbishment, they can move that for the months that they are having more profit instead of using the negative balance month and going more deeper into negative balance. Also trying to short the overdraft and not use the overdraft that company have it might help the negative balance. The stock also it is going up and down which it ok but if they are trying to produce more in those months when the sale is more likely to increase will be much better that just buying stock when not needed. They should analyse their selling data and see what are for each month also analyse the returning data as there might be a huge returning might be using online shopping and people most likely they are buying the size that are not right for them, and then customers return the item as its not their size, the key point of selling online is to give the customers accurate pointers about how the sizing works. (Jill Liliedahl 2023)
Budgeting and budgetary controls
Budgeting is crucial element of financial planning for any company, almost 31% of small companies had to stop due to a lack of finance (Nadine Sutton 2024).
Budgeting controls are important in a business as it help the managing team to process more effectively  cash flow and capital by monitoring, plan, and keep the budgeting in track it also helps companies to ensuring that spending aligns with the budget and allocated funds, budgeting controls are good to prevent overspending and helps companies to understand if there is any changes to be made. It also helps to track any debt and to take control over that debt by aligning expenses with the company priorities and if there is unnecessary cost to be eliminated. This is crucial for all companies as there it needs to be more effective and clear cash flow and to uncovering the potentially sings of financial fraud. (Nadine Sutton 2024)
By using budgetary controls, it helps companies to cut the costs, to have a clear goal, they can measure the performance, and the profit will be much higher, al these budgetary controls are necessary for a business to run more effectively and accurate.
There is a process for budgeting controls which it helps a company to take control of their budget.
- Setting the budget, the first step is planning of the budget which it helps a organisation to understand the budget or to have an estimate of the budget which it helps organisations to reach their revenue, goals, an expense budget help to allocate fixed funds and variable costs.
- Implementing the budget, after the budget was set, they must allocate the funds and resources to various departments according to the plan, budgetary control has a specific department or individuals who are managing for the reports of the budget and to make sure that they are align with the budget limits
- Continuous monitoring, spending and financial targets are critical aspects all expenses, revenues, and financial performance must be regularly monitoring against the allocated budget. By doing this it helps organisation to understand if there are overspending which it could results to a lack of funds.
- Analysis is another way to monitor the budget deviations if the deviations are identified at the right time, they can avoid the overspend or underspend to be identify which it might affect the revenue.
- Corrective actions, after identifying the problem the next step is to apply corrective measure to resolve the issue, should be taking actions by reallocating resources, modifying financial strategies, and take control to prevent any overspending.
According to Financial Expert (2025) implementing a budget tracking system is like driving with a GPS. It keeps you on track, alerts you to any detours, and ensures you that you reach to your financial destination smoothly.
Evaluation of traditional approaches to budgeting 
What is Traditional Budgeting? Traditional budgeting is a financial planning technique where expenses and revenues are estimated, this method relies on historical data and trough the incremental budgeting (The Knowledge Academy 2025).
Traditional budgeting it’s a great tool to use but many companies find it complex and hard to adapt to new environment. Operational environments become increasingly complex, traditional approaches often struggle to adapt. The reliance on past data can lead to inefficient resource distribution, failing to meet evolving organizational needs (Nemec & De Vries, 2019).
Incremental budgeting is a type of budgeting process that is based on a new idea that new budget can developed by making only some marginal changes (Jeff Schmidt 2025). Incremental budgeting is the way that helps the current budget to be used to create new budget amounts, overall budgeting methods, incremental budgeting is commonly used as conservative approach.
Advantages of incremental budgeting
Simplicity, incremental budgeting is the simple to use since it uses the current budget for a new budget by using incremental budgeting its simplicity allows company’s management to save more time on budgeting.
Consistency and operational stability, by using previous budgets ensure that the budget stays in control and remain consistent and stable.
Funding stability, incremental budgeting it helps with funding to be stable for long time, and this is helpful for organisation that may require funding for more years.
Reduce internal rivalry, incremental budgeting allocates equal changes to the budget from one year to the next year. By doing this the departments in a company are not forced to compete whit each other so they can get a larger portion of the budget.
Disadvantages of incremental budgeting
Promotes unnecessary spending, incremental budgeting can result unnecessary spending for company, the reason of that is that the departments within the company generally tend to spend all the money that it has been allocated to them so they can obtain a greater amount for the next budgeting period. Incremental budgeting it increases each part of the budgeting by a certain amount every year. But some departments may not need the increase of the budgeting, but incremental budgeting process is that to increase it anyway. By using incremental budgeting, it may result to be more wasteful and less efficient.
Discourages innovation, incremental budgeting may discourage innovation, ideas, and growth, as the new budget is based on the previous budget by doing that it decreases the chance of the new ideas or activities.
Fails to account for changes and external factors, the key to incremental budgets is to maintain stability of the company operations, but the budgets typically are not responsive to a potential change.
Lacks an incentive for comprehensive review, the stability of incremental budget does not provide incentives to the company’s management for review its budget and to make savings, the lack of review it makes the budget vulnerable to waste, and mistakes.
Generally incremental budgeting is great to use if the company budget stays stable for long term.
There is another practical tool for budgeting when it comes to those tools, they are having their own advantages and disadvantages Zero-Based Budgeting or ZBB is an intensive budgeting technique that requires to justify all expenses from a zero base for each new period, instead of traditional budgeting ZBB involves analysing and justifying each cost focusing for more financial efficiency. Many company’s uses ZBB technique for justifying the unnecessary expenses and to cut them out.
Traditional budgeting increases the spending like 2% for previous budget, instead ZBB it requires a review and justification of all expenses old and new. Traditional budgeting it just analyses the new spending, but ZBB starts from zero and must be justify the old ones in addition for new budgets.
Advantages of ZBB
ZBB it offers several advantages, like operations, lower cost, budget flexibility and strategic execution by using ZBB strategy its great as the manager can focus more how the budget is been spent.
Disadvantages of ZBB
The disadvantages of ZBB is that is time consuming as it has to be do more analysis before moving to the next step, using a budget template might be more beneficial than ZBB.


Conclusion 
Budgeting and budgetary controls are great tools for any organisation which it helps organisation to understand the financial problems and to take actions if needed, and by acting it help organisation to increase productivity and innovation, also you may be aware of any risk in the budgetary controls by cutting any unnecessary spending of the company.
Budgeting and budgetary control are an important part of any organisation. It serves as a basis for planning, controlling the cost of operations and assessing the performance of workers in the organisation. (Dennis C Silavwe 2017)
Traditional budgeting system are great but there is lots of disadvantages of using traditional budgeting is great to use all combined as they make aware of any issue in an organisation.
The Green Threads Ltd has a £30,000 overdraft and the bank requested to be clear by the end of November, they did clear the overdraft and still left with £243,000 as a profit but which is great but there are some months like June, August and September which there is a struggle on those months as there was a negative balance and the business might suffer in those months, if they are using those budgetary controls technique will increase the productivity and make them more stable for all months and increase the profit. As we can see above Green Threads Ltd might consider using this technique for better understanding of the budget forecast. They also can increase the profitability by cutting out the cost of the bank loan repayments only in those months that are having negative impact on the closing balance and to rearrange with the bank the interest rate from 25% to 23% so they can get a better closing balance and to make sure that they have secure their probability to is maximum capacity. If there is used ZBB also can increase the probability of the company  as with the ZBB technique they can constantly check on the budget before moving to the next budget for the period and it help with having more secure profitability and going trough without any problems or mistakes. 
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