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[bookmark: _Toc117118740]Executive Summary 
Representing the whole budget of a business in numbers will be recognised as budgeting. Doing a budget for business organizations is required for better operation and profit maximisation. This report will bring information on the necessity of budget with the basic idea of budget. This report will also provide information on the understanding and explanation of different types of budgets. This understanding can include incremental budgeting, activity-based budgeting, priority-based budgeting as well as zero-based budgeting. Furthermore, this paper will also provide information of the way budget control can contribute to a firm in maintaining business sustainability. 
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[bookmark: _Toc101999040][bookmark: _Toc117118741]1. Introduction 
A smooth business operation depends on different business functions and budgeting is one of the most vital ones. Business firms cannot even manage the cost and investment without having a good budget. The budget represents the plan of spending and investing of an organization with some numeric representations. Therefore, the importance of budgeting within the business organization is too high. In different businesses budgeting is required differently and therefore, it can be seen that the business organizations use different budget procedures but their main concern is similar which is controlling the cost and investment (Cui, 2018). The control of cost and investment with the help of budgeting can also lead a firm towards sustainability. 

[bookmark: _Toc117118742]2. Analysis of Grand hotel budget planner
From analysing the budget of an organization, the true scenario of the financial position can be found out. In following the financial budget 
[image: ]
Figure 1: Budget of Grand hotel
Source: Own Calculation 
From this above calculation the financial position of Grand Hotel can easily identified. It can be seen that in different months the amount of revenue is varying. The reason behind varying the amount of revenue is also different among the total revenues in different months. This difference in revenue is occurring due to the difference in total sales and the difference in interest received in different months. If the total sales and in different months were same and the interest receive was also same then the firm would certainly earn same amount of revenue in different months. The highest revenue has been collected in two months. In the month of April and June the firm has earned the highest revenue which 193900 pounds. On the other hand, the lowest amount of revenue collected in the month of July, which was 148900 pounds. Other than this extreme value, the firm has earned average revenue in the other months. 
Similar, to the revenue the firm has also cost difference in different months. This cost difference mainly occurred due to the presence of different types of cost in a particular month. From the analysis of the budget, it can be identified the highest cost has been occurred in the month of July, February and March. In the month of July, the total cost was 117,365 pounds, it was 120,565 in January and it was 117,715 in March. But comparing the total revenue with the costs of this month, it will be identified that in these months the firm has managed to gather the lowest revenue. All types of costs are present in the month of July. Again, in January and March all types of cost are presented too without the magazine cost. For this reason, these months have come with the highest cost. 
[bookmark: _Toc117118743]3. Task 2
[bookmark: _Toc117118744]3.1 The importance of budgeting
Budgeting can be defined as the financial representation of a cost plan or investment plan. People use budgets for the planning of different financial activities that will in future. Budgeting mainly deals with expenditure planning. Budgets rarely think of the collection of a certain amount of money that will be spent according to the budgeting. Budgeting is not a concept that is used in a home or in personal life only (Gherghina and Tap, 2021). Budgeting is also used in business firms and other social, national and international places. There is certain importance of budgeting that business organizations can avail if the budgeting is appropriately used. Here is some of them-
Turning plan into action
In business organizations, managers create several business plans and business strategies. The plans and business strategies are descriptive activities but there is no action of the plan in the business strategies. On the other hand, budgeting provides some information that is connected with the implication of the organizational plan with proper calculative value (Larson, 2018). Budget works implication of business plans and therefore, it turns the plan into action. 
Budgeting control cost
People do not have control while they are spending money on a certain thing without planning. On the other hand, people can smartly handle the spending of money if this goes according to the plan. Similarly, in business there are certain plans of cost and the business organizations need to follow those plans of cost (Pape and Lerner, 2020). If business organizations do not have a budget, they can end up spending all the cash they and therefore, the control over cost will be lowered. In such cases, budgeting can support the business organizations in controlling the cost and spending money based on the suggestion of the organization. 
A budget makes good use of the resources 
Business organizations cannot survive without good use of resources. For providing the resources it is necessary for business organisations to ensure that they have invested a good amount in presenting the resources in front of the workers (Sorbet and Kohler-Evans, 2021). When the budget is made the makers of the budget set a certain amount on the name of a particular resource that will be used in the future.  The managers can use the budget to judge the cost of a certain product and make sure that the top-level employees are using the resources that have been obtained from a certain family. 
Helps in cutting unexpected expenditure
In business organizations there are certain expenditures that the business firms need to carry, while operating different business programs and participating in the expenditure of the resources, the managers carefully think of the plans and strategies (Kovari, 2019). In this case. If the budget is not ready in hand for the managers who deal with different expenditures within the business, it will be tough for them to manage the expenditure. In this case, the budget can help people to manage their own financial plans and at the same time, it also supports business organizations in managing cost.  
[bookmark: _Toc117118745]3.2 Understanding of different budgeting 
In business, budgeting is necessary from the very first day of an income year. Business organizations that cannot produce effective budgeting cannot make good use of the resources. But not all business organizations use the same sort of budgeting strategies. Different business firms and different managers use different sets of budgeting models (McMillan, 2020). In the following, there has been provided information on different budgeting models-
[bookmark: _Toc117118746]3.3 Incremental budgeting
The budgeting method where the managers use the current period budget for using as the base value of the future budget and there also added some amount to the current period budget as an increment will be known as incremental budgeting (Robinson, 2019). Preparing incremental budgeting for business firms is easy. Business organisations prepare incremental budgeting based on the previous information of the organization, which is very easy to collect. Since incremental budgeting focuses on the previous information of the organisation, it can support the managers to reduce or ignore the cost that is unnecessary for the business. 
[bookmark: _Toc117118747]3.4 Activity-based 
Sometimes business organisations predict the cost of the firms based on the analysis and measurement of different business activities of the firm. Based on the activities of the firm the managers select and predict the cost of the organisation. Here, this activity-based budgeting is made based on different criteria of a certain activity of cost. At first, the managers identify the cost drivers. In the activities within a particular business, the main drivers of cost are identified with different analyses (Lau and Tan, 2019). For example, labour can be a driver of cost. Then the managers project the number of units. Here the cost drivers have a certain number of units and based on this number of units and cost drivers, the managers try to find out the cost of per unit. 
[bookmark: _Toc117118748]3.5 Value proposition budgeting 
This type of budgeting is also known as priority-based budgeting. In business organizations there are a certain number of costs and the managers, in this case, will make a serial of these costs based on their value (Ward, 2018). Here value-based budgeting can support the managers in identifying the most valuable investment within the organization and based on the understanding, the managers can measure and invest in that particular cost. Here the investment or expenditure of the budget will occur based on the value of a certain product on the list of priorities within the organisation. 
[bookmark: _Toc117118749]3.6 Zero-based budgeting
If the business organisations try to spend all the obtained money or all the revenue for the cost of the current period and make the balance zero then it will be known as zero-based budgeting (Rowen, 2017). Here the managers can obtain revenue from different sources and after collecting the revenue the manager’s search for a different location for investing the revenue and the search of investment ended with spending all the money that has been obtained as revenue. 
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Figure 2: zero-based budgeting
Source:
The cost of different categories of the budgeted or targeted cost in different sectors changes based on the requirement of the budget or situation. Here the budget will only make sure that the managers are making zero balance for new investments (White, 2018). 
[bookmark: _Toc117118750]3.7 The ways budgeting control can support sustainability 
Business organizations need to merge forward with different planning and strategies. Without enough planning or strategies, business organizations cannot go forward. When the planning and strategies are made with numbers and the main purpose is to make cost and investment decisions then it will be the budget (Green, 2018). Business organizations survive by making profits. If the profits are not earned by the business organizations, then sustainability will not be maintained. For ensuring sustainability it is needed to maintain a good profit within the organization. Here, maintaining or ensuring a good profit is dependent on the cost. If the business firms maintain the cost in a limited or planned way then the business firms can certainly bring some profit from the organization (Wyatt, 2018). Here ensuring the profits depend on the cost management of the firm. Within the organization the cost is managed by budgeting and therefore, it can be said that the profit can be also managed by budgeting. Since the profit of an organization can lead it towards sustainability, and here profit is managed by budgeting, the budgeting control also supports sustainability. 
Another way of ensuring sustainability is controlling the capital of the firm. The capital of a business organization is invested in different short-term and long-term projects. Business organizations that can manage these short-term and long-term projects can certainly do an excellent job in the marketplace. Here, business organizations use budgeting for managing capital while investing in different projects (Tucker, 2021). If the business cannot implement the budget, then it can be found that the business organizations are spending money on different unnecessary projects. Again, business organisations are spending a high amount on short-term projects and a low amount on long-term projects. These activities can certainly hamper the sustainability of business organizations. Therefore, in this case, budget control can support the sustainability of the business firms.  Furthermore, managing the resources of an organisation can also lead to sustainable business practices (Henry, 2019). Business organizations manage their resources with the help of a budget as it provides guidelines for spending a certain amount on a particular project. 
[bookmark: _Toc101999047]

[bookmark: _Toc117118751]4. Conclusion 
Since the business organizations highly depends on the budgeting procedure and good use of budget in terms of managing cost and investment, it is necessary for the business organizations to make sure that the cost and investment is appropriately managed with the help of budgeting (Centre, 2021). Here business organizations cannot think of a good control of other business operations without managing the cost, which is the main concern of the budgeting. Therefore, it should be main concern of the financial managers to ensure that they are giving appropriate focus on making a good budget (Inman, 2019). 
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