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[bookmark: _iqidyetwjior]Executive Summary
 
Maintaining data of the cash flow in and out of a business is called budgeting. Keeping records and monitoring this budgeting is very crucial for any business. Proper analysis of this budgeting can prescribe various budgeting models which can be imposed for achieving certain objectives. However, selecting these models is also very important as this will lead to the sustainability of the business.
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[bookmark: _tfdzm3ps6d86]1.	Introduction

Budgeting is very crucial for every business to keep track of its financial activities. Though collecting and organizing each income and expense of a business properly can be stated as budgeting simply but based on the different budgeting models and theories, budgeting can be the key tool for deciding business models itself. It can help to create the sales model, and business operation model and can even create pathways to turn the business into a sustainable venture [1]. Some budgeting models can be created only to track the inflow and outflow of cash, some budgeting models can help the reconstruction of a whole business. Some budgeting models can help even deciding the expenditure pattern depending on the interest and the resource constraints. In short, though depending on different objectives or goals, a business can select any type of budgeting model but the main goal is always controlling the cash flow of the business and achieving the business goals in the most efficient way [2]. Proper budgeting is undoubtedly the primary key to the monitoring and smooth running of any business.
[bookmark: _27qq299k9siu]2.	500-words analysis of Grand hotel budget planner
The Grand Hotel budget is created following the "activity-based budget" planner where each monetary activity has been monitored, recorded, and analyzed strictly. In the given excel sheet below, it can be seen that the budget has been primarily divided into two groups - revenue generation and expense. In the very beginning, the revenue generation section is positioned where estimated revenue from the rooms, cash sales, interest, and mini-bar has different rows to keep the records. Though each value here was stated clearly on the problem statement the interest rate can't be determined before calculating the cash flow. As if the cash flow will go negative, the hotel will incur a loss as there will come an overdraft bill from the bank and that cost will go to the expense list. So only if the cash flow goes positive the hotel will enjoy profit from the bank. However, for the first month of April, as there was no recorded cash flow coming from the previous month, the interest rate was calculated just based on the amount credited to the bank account of the hotel at the beginning of the month. 
[image: ]
			Source: Budget Planner Calculation
However, in the problem statement, it's mentioned to create the budget planner monthly for a financial year and no further calculation in terms of time was needed as each revenue projection was given according to a monthly basis. In the expense section, there were a lot of dividends to consider. Even there were a lot of monetary sections which needed to be converted into month wise and needed to be put carefully on specific months. But the only expense sector which relied on the cash flow is overdraft. If the hotel spends more than its income in a certain month, the cash flow will be negative and the hotel will receive an overdraft bill from the bank in the next month. Again, some specific expenditures can be detailed here which can be recorded in different ways. For example, if we take the expense of wardrobe, in the problem statement it was mentioned that the expense will be divided into four installations, starting from May. But was not mentioned the time gap of each installment was whether to pay it monthly or bimonthly or else. This may lead to different cash flow for each month and different interest rate generation from the bank. After the expense section, the first row is about the balance brought forward (b/f) which has come from the previous month. The difference between revenue generation and expenditure of a certain month was recorded as cash flow. The summation of the b/f and the cash flow of a certain month is called cash carry forward (c/f). The c/f of a certain month will be equal to the b/f of the next month. In the end, if we do the summation of the b/f of the starting month of the financial year and the total cash flow of the whole financial year, it will be equal to the c/f of the last month of the financial year and will be carried forward to the next fiscal year.
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[bookmark: _yo1yu5f25qpc]3.    Task 2
[bookmark: _32n7ux5gg872]3.1           Importance of budgeting
Budgeting is very crucial for every business. Other than keeping track of expenses, without budgeting, it's almost impossible to make strategies for business as well. When a company makes a proper budget for its entire budget it can keep track of its running projects easily. Keeping an eye on the income sources and expenses will be very much easy to maintain if they maintain a proper budget. And this is very important for scaling up a business and driving up profitability. With a clear picture of income and expense tracks, a company can create certain business models for various environments they can identify the least important expense sectors so that in the time of emergency, they can cut off the least important expenses on the basis of priority [3]. Even, they can identify probable new sectors of income as they have a well-structured budget and can attract new investors to invest in those sectors as it’s easy to portray to them the exact scenario of running a business. Proper budgeting helps a business to keep track of its sales by making sales forecasts, setting goals, and preparing models to achieve that. Again not only sales, sometimes without having proper operational plans, great sales also fail to transform a business into a profitable one. Proper budgeting helps the business to create the financial model to maintain the operations and create the optimal pathway to turn the business into a profitable one [4].
Now, there are various types of budgeting models widely practiced in the industry. Like - as incremental budgeting, activity-based budgeting, value proposition-based budgeting, zero-based budgeting model, etc [5]. Companies choose these models as per their needs as each budgeting model has certain advantages and disadvantages.
[bookmark: _2pzl0alizvnp]3.2           Understanding of incremental budgeting
The incremental budgeting model is one of the widely used and easy-to-construct budgeting models. In this model, the current budget is used as the base model. Based on this current model, managers create a new budgeting model according to the assumptions of newly changed circumstances [6]. The main advantages of incremental budgeting are its simplicity and ease to build and use the opportunity. It's cheap to build even which makes it attractive to small businesses also. But due to a lack of innovative approach, sometimes it discourages finding newer ways to reduce operational costs and more often opens the way to unnecessary spending due to newly changed circumstances. 
[bookmark: _fc7w1htrmwzj]3.3           Activity based
Activity-based budgeting model is the budgeting model where every activity is monitored and recorded which is related to income or expense. This model inspects every activity of the business and analyses it accordingly to maintain the budgeting [7]. This model is very much different from the previously discussed incremental or traditional budgeting model as it can't be created based on the previously created model, rather it needs to be created after analyzing each financial activity of the business. This model gives more grip on the business model and helps to create proper sales, financial models and reduces operational costs, and shows ways to increase profit [8]. But it comes with a price. Building this intense model needs more resources and complex big businesses need a trained group of humans and other resources to maintain this model. For that reason, small businesses usually do not want to adopt and maintain activity-based budgeting models.
[bookmark: _8s8iokgy6z7w]3.4           Value proposition based
The value proposition-based budgeting model is where the manager tries to analyze the worth of the expenditure of each penny and tries to figure out how much this expense will return directly or indirectly [9]. If the expenditure is not worth the return that expenditure will not be made. So the whole business model is heavily constructed based on this value proposition-based model. So analyzing the expenditure and return managers create the priorities for their business and build their business model accordingly for that reason this model is also known as priority-based modeling. This model is very much suitable for new startups or the financial reconstruction of old businesses. Again, this model is also highly relatable for government entities to model their budgets as they need to focus on which community requires getting more funding and make planning accordingly. In short, this budgeting reduces the wastage of money and boosts profit as this budget focuses more on priorities [10]. But if the business is very huge and complex, it will be very tough to create and maintain this budgeting model and will require more money and other resources to maintain this model.
[bookmark: _5g0eb5vqrk60]3.5           Zero based budgeting
Zero-based budgeting is the process where cash flows in and out are strictly maintained equal for each period, which means the remainder after the cost analysis will be zero in that particular period [11]. Maintaining each business activity by keeping this zero base is the core fundamental criteria of this budgeting model. Though it’s a time-consuming process or a bit complex compared to the traditional budgeting model, it certainly gives some extra benefits. Like over some time, if a business increases the investment, zero-based budgeting strictly follows the path where the income will generate accordingly to keep the base budget zero [12]. This means this model will effectively reduce the wastage of resources while increasing the investment and maintaining the profit as well . In short, zero-based budgeting helps to justify the expenses as it will keep the base zero as a result it will be easier to make the business more sustainable [13].
[bookmark: _pfp6jr5ixxjr]3.6 How budgeting control can support sustainability
Without proper budgeting, it’s quite impossible to make a sustainable business these days. It’s true that without making proper budgeting, businesses still can earn profit depending on the high demand for the product, low competency in the market, etc [14]. But due to a lack of budgeting, the management team may not identify the loopholes of the business where the business is wasting money or spending inefficiently which is constantly ignored due to the overall profit of the business. But in times of crisis or certain decreases in revenue can bring these loopholes in front and bring down the business in loss overnight [15]. That's why maintaining the budget is very important to track each monetary activity and make the business plan accordingly to decrease cost, increase profit and turn the business into a sustainable one accordingly [17]. Again, as we have previously discussed, certain budgeting models shape the business in such a way that each expenditure is monitored strictly and a decision on this expense has been made beforehand on the possibility of proper return. So, imposing these budgeting models on every section of the business will smoothen the supply chain model of the business and will increase the sustainability of the business in the long run [18]. 
[bookmark: _m3eckc5toohl]4.	Conclusion
Budgeting is undisputedly a crucial component of operating a successful business. Without proper budgeting, a business will struggle to maintain sustainability, long-term profitability, and reduce unnecessary costs [19]. Again, good budgeting is essential for maintaining a firm grip on the business model and taking the necessary steps ahead of time to achieve the project goals [20]. Therefore, to operate the business while meeting financial targets, proper focus and an ample amount of time, money, and other resources should be directed toward creating and maintaining a good budget for the business.
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