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Executive summary
This report outlines the budget plan of the Grand Hotel considering the predicted receipts and payments of the company for the following year. The receipts and payments of each month are placed significantly to predict the net cash flow of the company in the following year. The importance of budgeting is efficiently depicted throughout the study. Moreover, effective analysis of incremental budgeting, activity-based budgeting, value proposition-based budgeting, and zero-based budgeting is conducted in this report. The concept, advantages, and disadvantages of budgeting techniques are analyzed in this study. This report also reflects how budgeting control can support sustainability.
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[bookmark: _gjdgxs]1. Introduction
A budget is a significant plan that is developed for determining the spending of a company for each month to achieve a certain goal (Jeon 2021). Along with developing the budget plan for the Grand Hotel, the importance of budgeting will also be outlined throughout the study. The evaluation of incremental budgeting, activity-based budgeting, value proposition-based budgeting, and zero-based budgeting will be conducted in this study. It will also be outlined how budget control can support sustainability.
[bookmark: _30j0zll]2. 500 words analysis of Grand Hotel Budget Planner
The budget plan for the Grand Hotel is represented in Figure 1, which outlines the cash flow forecast of the company for the future. This hotel is located in London and it has a great quality restaurant. The budget is prepared based on the revenue predicted to be earned by the company during the following year from April 2022 to March 2023. The total annual receipts and payments of the company have also been outlined throughout the study. It is predicted that for April 2022, the receipts of the company will be £185,000, £166000 in May, £185000 in June, £140000 in July, £142000 in August, £149000 in September, £156500 in October, £166900 in November, £174000 in December, £149000 in January 2023, £150900 in February 2023, and £150800 in March 2023 [Refer to Appendix]. 
It can be noticed that the receipts of the company are expected to fluctuate during the months of the following year. The account of the company is paid interest of 3% on the balance at the end of the previous month. It is a significant form of receipt for the company which generates remarkable revenue for the entity. During April, the company had to pay interest of 6.5% on its last month's balance because the bank account of the business was in credit by £13,500. From the second month, the bank balance of the company became positive and they started earning interest at a rate of 3% effectively on the balance of the previous year. The company earned a fixed income of £8900 per month from the minibar. The total contribution from the mini bar, interest, and payment on the business account collectively represent the total receipt of the company during the following year. 
Focusing on the payments of the company during the following year it can be noticed that the company must pay certain wages and overtime fees to the employees which are fixed for each month. The business rates, utility bills, restaurant expenses, magazine, beverage, newspaper, laundry cost, lease vehicles, vehicles valet, virgin pass, sky subscription, premier league, and cost of petrol of the company are considered for each month while developing the budget for the following year. 
No business rates were estimated for September or May which be why it has not been considered in the accounts. The restaurant expenses for December 2022 were estimated a bit higher and it was allotted for corporate booking and festive celebration, which increased the payment of the company for December to a certain extent. As the cost of the beverage was estimated to be paid in two months, it was calculated twice (for two months) while making payment once in two months. It is assumed that the payment for the newspaper will be made from May 2022 as the payments will be made in the month following delivery. The payment for the custom-made wardrobe is expected to be made by the company in May, June, July, and August 2022. Payment for five management staff will be made by the entity in February 2023. It was assumed four weeks in a calendar month while calculating the valeting cost. Adding all these elements, the payment of the company is calculated for each month in the following year. 
All the payments were deducted by the company from the receipts for getting the net cash flow each month. The result has been added with the balance brought forward from the previous month to outline the balance that will be carried forward to the next month. 
[bookmark: _1fob9te]3. Task 2
[bookmark: _3znysh7]3.1 Importance of budgeting
Budgeting plays an important role in outlining if an organization can earn enough revenue so that the expense of the business can be met (Anderson et al. 2020). Budgeting ensures the availability of resources within an organization. It ensures that an organization has enough resources to meet its short-term as well as long-term goals successfully. Effective budgeting determines the resources needed for the company such as human and financial resources. It thereby ensures the success of the entity to a certain extent.
Budgeting also plays an important role in reporting on the company’s internal goals (Nani & Safitri 2021). It efficiently allocates the financial and other resources of the organization for its goal. Most importantly, budgeting helps companies to have control over their spending significantly. It also helps the company in allocating tasks to the organization's employees, which improves their productivity to a certain extent within the workplace. 
Budgeting also assists companies in prioritizing projects based on cash flows (Anant et al. 2020). It reflects which project can generate a higher cash inflow for the entity. Selecting projects through budgeting ensures the progress of the companies in the future effectively. 
As budgeting reflects the ability of the companies for making an investment or achieving a goal, it makes the companies understand the adequacy of the financial resources (Bergmann et al. 2020). Based on such data, the companies determine if they require more financial resources from investors. It thereby helps the companies in raising funds during the crisis. 
Budgeting mainly provides companies with a financial roadmap for the future. It outlines the number of financial resources the companies should earn and spend on certain items. 
All these factors reflect the importance of budgeting within an organization which imposes a long-term positive impact on the entity.  
[bookmark: _2et92p0]3.2 Evaluation of incremental budgeting 
Incremental budgeting can be defined as a significant form of budgeting that is developed by considering the actual performance or current period’s budget of the organization (Buendía et al. 2021). This form of budgeting utilizes the current year’s performance of the companies as a base and thereby estimates the budget of the company for the future. 
Ease of implementation, funding stability, operational stability, and ease of determining the impact of change are the major advantageous factors of this form of budgeting (Beredugo et al. 2019). Like the other budgeting techniques, this form of budgeting does not require a huge analysis of the company’s details. For this reason, it is considered the easiest-to-implement budgeting technique that is utilized by most businesses around the globe. Incremental budgeting is mostly helpful for projects that require funding for several years. This approach effectively plays an important role in ensuring that the funding keeps flowing to the program. This approach of budgeting also ensures that the departments of the businesses operate consistently. It helps the companies to a certain extent in avoiding conflict. In this approach, budgets are mostly the same for all the years, which makes it easier to identify changes if occur because of the changes made by the management. 
On the other side, incremental budgeting has some disadvantages as well. In this case, the departments try to spend excess financial resources to get a similar amount for the next budget (Wu 2022). This approach assumes that every element remains almost the same as last year which is a major disadvantageous factor in this case. The previous year’s budget is mainly used for developing incremental budgeting, the difference between actual results and budget increases to a certain extent. Moreover, this budget allocates funds in a similar way to the previous year and thereby hampers the potential growth of the business each year.
[bookmark: _tyjcwt]3.3 Activity-based budgeting 
Activity-based budgeting can be referred to as the system that analyzes, researches, and records the activities that lead to generating costs for a business (Amin & Nengzih 2021). It is more rigorous than the significant budgeting processes that are traditional. It plays an important role for the companies in reducing costs and squeezing profit from the entity’s overall revenue. 
The prime advantage of using Activity-based budgeting is getting a better insight into operational costs (Zaini et al. 2020). This form of budgeting helps companies in analyzing the expenses effectively, which helps in determining the impact of the expenses on the organization’s performance. Activity-based budgeting increases the production efficiency of the businesses along with reducing costs which makes the products more cost-friendly and provides the businesses with a competitive edge in the market. Waste elimination is the most effective advantage of this form of budgeting. Activity-based budgeting identifies the unnecessary, redundant, and obsolete activities and helps companies in eliminating the same from the budget efficiently. 
The most significant and remarkable disadvantage of Activity-based budgeting is that it is a more time-consuming and costly process as compared to the other methods of budgeting (Emerling & Wojcik-Jurkiewicz 2018). Moreover, the accountants who develop budgets based on this method of budgeting need to have in-depth knowledge and understanding which may not be found in businesses all the time. Besides, the application of this method of budgeting becomes quite difficult in cases of complex production cycles. 
[bookmark: _3dy6vkm]3.4 Value proposition-based budgeting 
Value proposition-based budgeting indicates a mindset regarding making sure that all the elements included in the budget deliver significant value to the businesses (BIN HOSSAIN & LUNDBLAD 2020). It plays a remarkable role in helping businesses to avoid unnecessary expenditures. 
Along with identifying the most valuable elements of the business, this budgeting technique removes the less valuable elements from the budget significantly. It identifies the key value points of the companies and thereby enables the entity to gain a competitive advantage in the market (Huaccho Huatuco et al. 2019). It also identifies how businesses can add value to their stakeholders, employees, and competitors. In this way, it makes the businesses more customer-centric and ensures their high productivity in the future. It also enables the companies to focus on effective marketing efforts which can add value and generate better results for the company. A deeper analysis is conducted in this form of budgeting which cuts down the wasteful spending of the companies significantly. 
However, Value proposition-based budgeting includes some disadvantageous factors as well. As value is not a quantifiable element, measuring which elements are adding more value and selecting the same can be difficult for the developers of the budget. Moreover, this form of budgeting makes the company focus on short-term success rather than targeting the long-term achievements of the entity (Gaiardelli & Songini 2020). Besides, the perceived value is not stable all the time and it changes based on technological, economic, social, and cultural factors which is a huge disadvantage in this case. 

[bookmark: _1t3h5sf]3.5 Zero-based budgeting
Zero-based budgeting is one of the most popular techniques of budgeting where the budget does not start from any previous budgets, it has to be prepared from zero (Ibrahim 2019). It can also be considered a significant form of budgeting where the new budget needs to be developed from scratch all the time. 
It plays an important role in eliminating unnecessary expenses or wastages and streamlining inflated budgets (Al-attara et al. 2020). It also helps businesses to a certain extent in minimizing the cost of the product without imposing any adverse impact on the organization’s operations. 
It is a highly time-consuming method which can be outlined as the crucial disadvantage of this method of budgeting (Alahmadi & Tabrizi 2019). It mainly rewards the short-term thinking and goals of the companies and refrains the entities from focusing on long-term targets. Moreover, in this case, the managers get the opportunity to squeeze more resources into their departments, which may harm the financial stability of the organization to a certain extent. 
[bookmark: _4d34og8]3.6 How budgeting control can support sustainability 
Budgeting can be considered the major tool of financial management that ensures the sustainable development of companies to a certain extent (Anessi-Pessina et al. 2020). It helps the companies to a certain extent in utilizing the available financial resources potentially which assists the businesses effectively in contributing towards sustainability (Al Breiki & Nobanee 2019). Moreover, budget control plays an important role in managing waste which is also a remarkable measure of the companies towards sustainability. It not only reduces the costs of the companies' products and increases the entities' contribution towards sustainability but also helps them eliminate unnecessary activities efficiently (Renda 2022). Eliminating unnecessary activities enables the companies to utilize their human resources effectively which is also a sustainable movement for the companies. 
[bookmark: _2s8eyo1]4. Conclusion
The overall study outlines that budgeting guides a company in an efficient manner in managing the financial resources of the companies. The budget plan for the Grand Hotel has been developed throughout the study and it has been found that the company will efficiently improve its operations during the following year. It can be found that the bank balance of the company is expected to reach from £ 71108 in April 2022 to £ 4781786 in March 2023. Considering all the predicted income and expenses of the company, the net cash inflow of the entity has been determined in this study. The importance of budgeting has been discussed in the study and it has been identified that reporting on a company's internal goals, prioritizing projects, determining the abilities of the entities to achieve a goal, and providing a financial roadmap are the major benefits of budgeting. The concepts of incremental budgeting, activity-based budgeting, value proposition-based budgeting, and zero-based budgeting and their advantages and disadvantages have been discussed throughout the study. Finally, how budget control can support sustainability has also been discussed in this report. 
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(Source: Self-developed)

image1.emf
Particulars Apr'22 £May'22 £Jun'22 £ Jul'22 £Aug'22 £Sep'22 £Oct'22 £Nov'22 £Dec'22 £Jan'23 £Feb'23 £Mar'23 £ Total £

Receipts:

Payment on business accounts 185000 166000 185000 140000 142000 149000 156500 166900 174000 149000 150900 150800 1915100

Interest received 2133 4084 6486 7626 8845 10427 12205 14493 16614 18433 20123 121468

Mini bar 8900 8900 8900 8900 8900 8900 8900 8900 8900 8900 8900 8900 106800

Total receipts 193900 177033 197984 155386 158526 166745 175827 188005 197393 174514 178233 179823

2143368

Payments:

Restaurant 27800 27800 27800 27800 27800 27800 27800 27800 32100 27800 27800 27800 337900

Wardrobe 3500 3500 3500 3500 14000

Sky subscription 1250 1250 1250 1250 1250 1250 1250 1250 1250 1250 1250 1250 15000

Primere league license 6000 6000

Laundry 1625 1625 1625 1625 1625 1625 1625 1625 1625 1625 1625 1625 19500

Wages 57500 57500 57500 57500 57500 57500 57500 57500 57500 57500 57500 57500 690000

Mini bar 7000 7000 7000 7000 7000 7000 7000 7000 7000 7000 7000 77000

Training 7500 7500

Virgin pass 2500 2500 2500 2500 2500 2500 2500 2500 2500 2500 2500 2500 30000

Vehicles lease  2750 2750 2750 2750 2750 2750 2750 2750 2750 2750 2750 2750 33000

Petrol and diesel 1000 1000 1000 1000 1000 1000 1000 1000 1000 1000 1000 1000 12000

Rates 3200 3200 3200 3200 3200 3200 3200 3200 3200 3200 32000

Valeting  540 540 540 540 540 540 540 540 540 540 540 540 6480

Overdraft interest 878 878

Utility bills 2000 2000 2000 2000 2000 2000 2000 2000 2000 2000 2000 2000 24000

Beverage 2700 2700 2700 2700 2700 2700 16200

Magazine 2150 2150 2150 2150 8600

Overtime 3400 3400 3400 3400 3400 3400 3400 3400 3400 3400 3400 3400 40800

Newspaper 1150 1150 1150 1150 1150 1150 1150 1150 1150 1150 1150 12650

Building insurance 5500 5500

Third party insurance 8000 8000

Total payments 109292.5 112015 117915 117365 117915 114015 116565 111715 126715 113865 121915 117715

1397008

Balance b/f -13500 71108 136126 216194 254215 294827 347557 406818 483108 553786 614435 670753 4035426

Net cashflow in month 84608 65018 80069 38021 40611 52730 59262 76290 70678 60649 56318 62108 746360

Balance c/f 71108 136126 216194 254215 294827 347557 406818 483108 553786 614435 670753 732860 4781786


