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[bookmark: _Toc117205735]Executive Summary:
A budget is an estimate of how much money will come in and out of an organisation over a set period in the future, and it should be created and reviewed regularly. A budget may be created for anyone with income and expenditures, such as an individual, a group, a company, a government, Etc. This report had two parts. In the first part, an analysis of the Grand hotel budget planner was done, and the second part described the importance of budgeting. After the concept of incremental budgeting, value proposition, activity-based, and zero-based budgeting were described. The how budget ensures organisational sustainability has been described in this task. An efficient method of budgeting and allocating resources will help the company get closer to its objectives. The value of creating and sticking to a budget is undeniable in this and every other respect. Incremental, activity-based, value proposition and zero-based budgeting are the four most typical approaches to producing a budget statement.
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[bookmark: _Toc117205736][bookmark: _GoBack]Introduction:
An organisation's budget is a tool for looking into the future and making educated guesses about how its money will be spent and earned. Spending on fixed assets, launching new goods, training personnel, putting up bonus schemes, regulating operations, and so on all benefit from its usage in planning and performance monitoring (Drury, 2012). Management must take precautions to prevent losses as the business landscape shifts. A dynamic budget that accounts for all factors affecting the company's performance is essential for adapting to new circumstances. Since budgeting is so crucial, several approaches have developed over time (wallstreetmojo, 2020). Budgeting following past practices or beginning with zero are only two of many such methods. High levels of competition and shifting social, economic, and other reasons necessitate periodic shifts in the management approach taken by the hotel business (my accounting course, 2019). This report is divided into two tasks. The first task is the analysis of Grand hotel budget planners, and the second task is preparing a report for the account directors. This report will discuss the importance of budgeting. Besides, this report will discuss incremental budgeting, activity-based, value proposition, and zero-based budgeting, and lastly, the report will discuss how budgeting control can support sustainability.


[bookmark: _Toc117205737]Task 1: Analysis of Grand hotel budget planner
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The above budget shows that the company earns the maximum amount in April, June, November and December. The amount was respectively £185000, £185000, £166900 and £174000. The company earned the maximum amount in these months because of the increasing number of visitors.
While looking at the cost of the organisation, it can be seen that most of the expenses occurred at the Food and Beverage, Mini Bar and salaries. By looking into this sector, it can be seen that most of the costs had occurred in December due to the increasing number of guests in this month. While salaries are fixed costs, therefore, each month's salary expenses are the same. The hotel made a lot of payments and exchanges using its funds. The costs of meals and drinks, the minibar, the cars, and the rates stood out among the rest. The most significant monthly net cash inflow occurred in the first month, while the lowest occurred in the seventh. The hotel generated £638 220 in net cash flow throughout the period, which is supportive of the bullish outlook. The monthly total of cash received increased month after month. As such, it is a good sign that the hotel will keep making money in the years to come. It was a breeze for management to put the budget into action. The hotel maximised its profits by reducing its operating expenses to the bare minimum. After everything was said and done, this ensured a positive financial outcome for the hotel. The net cash flow in the month was found by subtracting total receipts from total payments.
Moreover, adding the initial balance brought forward the ending balance that had been found. It is important to note that the monthly payments of drinks and fixtures cause certain months to have more significant income than others. The hotel generates a net profit due to its low operating expenses and high revenue.


[bookmark: _Toc117205738]Task 2: 
[bookmark: _Toc117205739]2.1 The importance of budgeting:
An accurate and comprehensive budget is a crucial tool for every firm. A budget gives valuable insight into staying profitable while working within one's limits and facing unforeseen obstacles. Finding out what resources are available, forecasting what costs will be, and hoping for what returns are what a reasonable budget does (Bhimani and Bromwich, 2009). Many new company owners are swept away by a flood of optimism and enthusiasm when they launch their venture but quickly discover that without a well-considered budget, it is impossible to formulate a viable strategy for moving forward (Garbutt, 1992). It is easy to get caught up in the minutiae of operating a business and lose sight of the forest for the trees. Budgets, business strategies, and progress reports on the company's financial status and performance are all staples of a well-run enterprise. Creating a budget helps businesses see what resources they have at their disposal, how much money they can expect to spend, and what money they can expect to bring in. Businesses may track their progress in revenue and expenses, allowing them to allocate funds where they will have the most significant impact on the company's long-term success (Rachlin, 2012). As a result, the business owner is free to focus on things like cash flow, cutting expenses, boosting profitability, and maximising returns on investment.
Establishing a realistic budget is essential for any company's growth and prosperity. It is helpful for the company's financial planning and management (William Rea Lalli, 2012). There can be no financial goals for a company to strive toward if its expenditure is not under control.
A budget is a set of guidelines for managing a company's financial resources to meet its obligations, achieve its goals, and make sound financial judgments. It also leaves room for funding future endeavours.
In business, budgeting is essential and should never be overlooked. Spending is limited to what is planned for in the budget, and more money is not allowed (Weetman, 2019). By establishing a budget, a company may ensure its resources go to the projects that will help it achieve its long-term goals. By involving employees in the budgeting process, businesses can increase the likelihood that their employees will buy into the company's long-term vision. In addition, having employees review and compare the budget to actuals can provide valuable insight into where the business is succeeding and falling short (Pandikumar, 2007).
[bookmark: _Toc117205740]2.2 Understanding of incremental budgeting, activity-based, value proposition, and zero-based budgeting:
[bookmark: _Toc117205741]Incremental Budgeting:
A total budget is derived by making minor, incremental adjustments to the budget or actual performance for the current quarter. The standard method for achieving this goal is to use the spending plan from the previous year as a starting point and then add an increase for inflation (Corporatefinanceinstitute.com, 2020).
Inflation rates are frequently used as a basis for adjustment factors in total budgets. However, not all firms use the same approach to analysing the budget line-item adjustments made by various departments (Bragg, 2019). In today's corporate world, this budgeting method has become increasingly popular. The total budget has the virtue of being user-friendly and less scary than other budgeting methods. Knowing the fundamentals of incremental budgeting can give organisations the knowledge and self-assurance to succeed in the competitive world of finance (futurelearn.com, 2020).
[bookmark: _Toc117205742]Activity-based budgeting:
Costs are assigned to activities in an activity-based budgeting system, and spending is allotted based on projected levels of activity (Pietrzak, 2014). This method deviates from the conventional budgeting process, which involves calculating the upcoming year's spending plan by comparing actual costs with the budgeted amounts and then adjusting for inflation and significant shifts in revenue (Shim, Siegel and Shim, 2012).
An activity-based budgeting method provides detailed cost forecasting and focuses on the number and nature of company activities. Profits are expected to rise due to management's use of this approach, which is anticipated to lead to less effort in generating revenue (Cokins, 2015). Moreover, managers need in-depth familiarity with corporate procedures to improve an organisation's cost structure.
The additional effort involved in monitoring activities, for which there may not be established monitoring mechanisms, is a potential drawback of activity-based budgeting. In addition, it is necessary to attribute costs to specific actions, which may be impossible if the appropriate mechanisms are not in place (Glad et al., 2020). As a result, implementing such a system is not always straightforward. It may be easier for a company to test this budgeting method by implementing it in a small, controlled environment, such as a single division or profit centre. Due to the high maintenance and upkeep costs, this system is better suited for larger, more lucrative businesses.
[bookmark: _Toc117205743]Value Proposition Budgeting:
Budgeting based on a value proposition, or priority-based budgeting, involves evaluating and defending every line item. Ultimately, it is an effort to identify the best investment opportunities for a company (Douglas and Overmans, 2020). Successful products and services mean increased profits for any company that invests in them. Business organisations can use this budgeting method to determine whether or not they are spending money wisely. We must guarantee that every dollar spent benefits the business to accomplish this. Businesses need to know what they are trying to accomplish before figuring out how much it will cost to get there. Spending by governments is a common place to find VPB because of the frequent reorganisation of budgets that occurs in this area (CFI, 2015). For example, this strategy could be used by a government agency to determine which municipal services are most appreciated and required by the populace.
The best way to prevent wasteful spending is to have a clearer picture of where money is going and where it should go. Organisations can cut costs in areas that are not necessary and put that money toward more productive endeavours. Ultimately, organisations can save money and increase revenue by concentrating on what matters most. It is not always easy to put a price on something's worth, especially regarding public funding and the questions of how to value important community events and fit that into the budget (Drury, 2020). The budget should be re-evaluated appropriately because the value can shift with societal, seasonal, and cultural trends.
[bookmark: _Toc117205744]Zero-Based Budgeting:
Zero-based budgeting is one of the most popular approaches since it assumes that all department budgets begin at zero and must be created from scratch. All costs incurred must be explained by management. There is no blanket "okay" for spending. The goal of zero-based budgeting is to keep spending as low as possible, with no money going toward anything that is not directly contributing to the company's ability to turn a profit. This method of "shaking things up" might be beneficial in budgeting.
The zero-based strategy might be helpful when there is an immediate need to restrict costs, such as during a financial reorganisation or a significant economic or market slump.
Budgeting from zero is more effective when dealing with non-essential expenses than mandatory ones (Business Model Hackers and Schreim, 2019). However, this method may be pretty time-consuming. Therefore, most businesses only employ it seldom. Below an example of Zero-based budgeting is presented:
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Figure 1: Zero-Based Costing
source: (Self-Made)
[bookmark: _Toc117205745]2.3 The way budgeting control can support sustainability:
Creating no harm to the environment, society, person, or community is what we mean when we talk about sustainable business practices. The hospitality industry, one of the most service-oriented sectors, bears a disproportionate burden of ensuring the planet's long-term viability (Drury, 2012). The following are some of how responsible budgeting leads to long-term viability:
i. Introduction of non-toxic surroundings- The hotel budget might cover the removal of bio-hazardous elements from the local areas of the hotel. By including this expense in business costs, the hotel will be more motivated to implement eco-friendly policies.
ii. Reduce plastic use by encouraging hotels to switch to more sustainable, reusable silverware options.
iii. The hotel might take a step forward in its efforts to become more sustainable if it allocated a more significant portion of its budget to providing organic products (Pandikumar, 2007).
iv. Getting the word out to eco-tourists may be expensive for hotels. Hotels may show their appreciation for eco-travellers and advertise their services to a broader audience through social media marketing. As a result, this may encourage eco-tourism and help minimise pollution caused by tourists.
v. After implementing a budgeting and management method to meet the growing demands of the environment, the hotel may provide eco-friendly services. All of these measures improve the hotel's sustainability.
[bookmark: _Toc117205746]Conclusion:
Using a budget is one way to keep tabs on when and where one spends or earns money. The foundation of financial success and stability is a well-thought-out budget. It helps businesses keep track of money coming into and going out of the firm, so businesses can determine if there is enough to cover costs. The use of a budget can lead to better fiscal decision-making. In this report, the budget planner of the Grand Hotel has been described. The importance of budgeting in business has been described, followed by activity-based budgeting, zero-based budgeting, value-based budgeting, and incremental budgeting have been described in the task. Lastly, the way budgeting control ensures the sustainability of the organisation has been described in this report.
[bookmark: _Toc117205747]References:
Drury, C., 2012. Management and Cost Accounting. Mason, Oh: South-Western/Cengage Learning.
myaccountingcourse, 2019. What Is a Budget? - Definition | Meaning | example. Available from: https://www.myaccountingcourse.com/accounting-dictionary/budget [Accessed 20 October 2022].
WallStreetMojo, 2020. Budgeting -Top 5 Types with Examples. Available from: https://www.wallstreetmojo.com/budgeting/ [Accessed 20 October 2022].
Bhimani, A. and Bromwich, M., 2009. Management Accounting. Elsevier.
Bragg, S., 2019. Accounting Tools. Available from: https://www.accountingtools.com/articles/what-is-incremental-budgeting.html [Accessed 20 October 2022].
Business Model Hackers and Schreim, S., 2019. Zero-Based Budgeting (ZBB) to Zero-Based Everything. Independently published.
CFI, 2015. Types of Budgets - the Four Most Common Budgeting Methods. Available from: https://corporatefinanceinstitute.com/resources/knowledge/accounting/types-of-budgets-budgeting-methods/ [Accessed 20 October 2022].
Cokins, G., 2015. Activity-based Cost Management: an executive’s guide. John Wiley & Sons.
Corporatefinanceinstitute.com, 2020. Corporate Finance Institute. Available from: https://corporatefinanceinstitute.com/resources/knowledge/finance/incremental-budgeting/ [Accessed 20 October 2022].
Douglas, S. and Overmans, T., 2020. Public Value budgeting: Propositions for the Future of Budgeting. Journal of Public Budgeting, Accounting & Financial Management [Online], ahead-of-print(ahead-of-print). Available from: https://doi.org/10.1108/jpbafm-05-2020-0066.
Drury, C., 2020. Management Accounting for Business Decisions. 23rd ed. Boston: International Thomson Business Press.
futurelearn.com, 2020. Incremental Budgeting. Available from: https://www.futurelearn.com/info/courses/introduction-to-business-budgeting/0/steps/327574 [Accessed 20 October 2022].
Garbutt, D., 1992. Making Budgets Work. Cima.
Glad, E., Becker, H., Partridge, M. and Lew Perren, 2020. Activity-based Costing and Management. 24th ed. Chichester; New York: J. Wiley.
Pandikumar, M.P., 2007. Management Accounting: Theory and Practice. New Delhi, India: Excel Books.
Pietrzak, Ż., 2014. Traditional versus Activity-based Budgeting in Non-Manufacturing Companies. Social Sciences [Online], 82(4). Available from: https://doi.org/10.5755/j01.ss.82.4.6604.
Rachlin, R., 2012. Total business budgeting: a step-by-step guide with forms. 13th ed. New York: John Wiley.
Shim, J.K., Siegel, J.G. and Shim, A.I., 2012. Budgeting Basics and beyond. Hoboken, N.J.: Wiley.
Weetman, P., 2019. Financial and Management Accounting. 8th ed. Pearson.
William Rea Lalli, 2012. Handbook of Budgeting. Hoboken, N.J.: Wiley.



12 | Page

image3.png
[Salary £10.000.00
House Rent £ 3.000.00
Debt Repayment | £ 200.00
[Transport £ 300.00
[Groceries £ 1500.00
Medical £ 2.000.00
[ChildCare £ 100.00
Entetainment | £ 100.00
Internet £ 50.00
[Telephone £ 3000
Utilty £ 200.00
[Clothing £ 200.00
Pet £ 50.00
[Emergency Fund| £ 270.00
[Savings £ 2.000.00 | £10.000.00

0





image1.png
PERLEBBNBRYEN

A D E F s H 1 J K L " N o P
April May June. July  August September October November December January February March  Total
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Receipts :
[Paymenton business accounts | 185000 166000 185000 140,000 142000 149000 156500 168900 174000 149000 150,900 150800 1915100
Cash sales 8900 8900 890 8900 8900 890 6900 8900 8900 890 8900  BSD  106800
Interest Received 2978 482 7182 8128 9158 10840 12145 14088 15794 17115 18292 120,360
Total Receipts. 193900 174900 193900 148,900 10,900 167900 _ 166400 176800 _ 162900 157,900 169,800 169,700 _ 2,021,900
News Papers 1,150 1,150 1,150 1,150 1,150 1180 1150 1150 1150 1150 1180 1150 | 13800
Magazines 2,150 2,150 2,150 2150 8800
TV Licences 6,000 6,000
FaB 27800 27800 27800 27800 27800 27,800 27800 27800 3200 27,800 27800 27,800 337,900
Beverages. 1,350 1,350 1,350 1,350 1,350 1,350 8,100
MiniBar 7000 7000 7000 7000 7000 7,000 7000 7000 7000 7000 7000 77,000
Fodures and fitngs. 3500 3s0 350 350 14,000
Entertainment/Sky 1,250 1,250 1,250 1,250 1,250 125 1250 1250 1250 1250 1250 1250 15000
Property expenses.
Uiy Bl 2000 2000 2000 2000 2000 2000 2000 2000 2000 2000 2000 2000 24000
Laundry 1625 1625 125 1625 1625 1625 1625 1828 1625 1625 1625 1625 19,500
Energy costs.
Finess Cost 2500 2500 2500 2500 28500 2500 2500 2500 2500 2500 2500 2500 30000
'Vehicles Valeted 's40 's40 's40 's40 's40 's40 's40 's40 's40 540 540 540 6,480
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