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Introduction

I have prepared a budget planner for the forthcoming year for The Grand Hotel. This was requested by the company director. It shows all the revenue and expenditures and any profit the company may make. I have also prepared a report for the director explaining the different type of budgets available including the 4 main types. I have also acknowledged how budgeting can be sustainable in a business. 

























2. 500-words analysis of Grand hotel budget planner

I have attached a copy of the cashflow forecast for the next year. The Grand Hotel will start off with a balance of £13500 in April its net cash flow will be £79352 based on the income and expenditures and the balance that month ends with £92,852. In April the hotel will gain £405 in interests as the month ends in a positive balance. I have analysed that the upcoming year will be smooth, and the business will not be overdrawn in any months. You can see the hotel has a lot of expenditures for the next year which is inevitable. Things like salary, overtime, laundry, fuel etc cannot be avoided and will be consistently there throughout the future budgeting plans. The only extra expenditure that year will be the wardrobe expense as the hotel will not be making wardrobes every year. That was an extra £14000 for that year. In December we have the most expenditure as the car insurance goes out that month which is £8000. In December we also have the highest revenue at £198,278. There is no overdraft interest being paid as we are in a positive balance through out the year. The forthcoming year is very good financially for The Grand Hotel as per the budget planner. 



















1. Task 2

1.1 [bookmark: _Toc341883016]Importance of budgeting
Budgeting is done by everyone, families, business’s, individuals, government, and this is to basically plan and control finances. (Team, 2022). Any business must know what its goals are first before the plan or prepare a budget. (Slavin, 2022). Without a well thought out budget plan any business will not be able to survive. Every business gets busy with their day-to-day activities however a profitable business will allocate time to create a plan, control budgets and take out time to evaluate financial situations. (Banks, 2022). A typical budget plan will ensure you know the following:
· The income the business needs to make
· What the business expenditures are to generate income.
· How much money is being spent.
· If the business has any money left over
· Money the business will need for the following year based on sales and profit. (Demiralay, 2022)

Without a cash flow forecast a business may experience various problems and can result in disadvantages for a business. Some of the items a business must budget for are:
· Salary – all employees even including the owner of the business if they are taking a salary at the time.
· Utilities – Your normal water, electricity, phone, and internet bills.
· Rent – Some businesses are having to lease an office space for the to perform their business.  (Why Is it Important for a Business to Budget, 2022)
· Petrol and Diesel – In the case of our The Grand Hotel, picking up staff from airports, will mean we will need to budget for fuel. 

Benefits of budgeting allows a business to keep track of where they are financially. It enables a company to plan long term. A forecast will help know where the business stands, this will open up new vacancies and enable the company to hire new staff, maybe invest in other areas, attract investors, preparation for tax and the ability to make informed choices on things like bonuses and overtime. (Why Is Budgeting Important in Business? 5 Reasons, 2022)
There are several different ways a business may want to budget. There are several ways of budgeting however the 4 main ways of budgeting are, incremental budgeting, activity-based budgeting, value proposition budgeting and zero-based budgeting. (P, 2022).


1.2 Understanding of incremental budgeting
Incremental budgeting is the traditional way of budgeting. Incremental budgeting it is a way of planning based on the previous year’s budget with making changes based on the business’s sales estimates and market demands etc. (Quassini, 2022). For an example, say a hotel last year paid 200k in salaries. When the budget is being prepared for the forthcoming year, the owner knows he will need to hire a new doorkeeper which will cost an additional 15k. So, budgeting for the forthcoming year will mean salaries will cost 215k for the next year. (Eutis, 2013). 
Pros of incremental budgeting
· This sort of budgeting is very easy and not very complicated. One of the simplest budgeting methods. 
· You have the confirmation of continuous and stable funding.
· Easy to execute and doesn’t require any detailed analysis. 
· There is equality between departments so creates less conflicts. 

Cons of incremental budgeting
· May result in unnecessary spending due to spending where it isn’t needed. 
· May stop growth and new ideas as the forthcoming budget is based on the current years budget, so there will be hardly any finance to fund new ideas. 
· Some say the budget is not very real as the budget is based on the previous year. 
· Due to the way incremental budgeting works management maybe reluctant to review the budget the following year to save unnecessary spending. (Incremental Thinking, 2022)


1.3 Activity based
This approach of budgeting differs from the others and the normal traditional style of budgeting. (Bragg, 2022). It is a system used to study, record and then analyse the movements which leads to the costs in business. Activity based budgeting works by supplying costs corresponding to the activities the business carries out.  (Activity-Based Budgeting - Explained, 2022). Companies generally use this budgeting method when they don’t have much information regarding historical budgets. Therefore, usually business’s that start up new usually use this method. (Nasrudin, 2022). Like the other budgeting methods activity-based budgeting also has its pros and cons.
Pros of activity-based budgeting
· This sort of method allows more control for the business compared to the traditional way of budgeting. 
· Companies’ income and expenses planning will be accurate which will generate a more truthful financial picture for the future. 
· The business process is more efficient as it recognizes unnecessary activities, which eventually leads to further costs. 
Cons of activity-based budgeting
· The main disadvantage for activity-based budgeting is that it is costly compared to the traditional budgeting. 
· Time consuming as company require technical details to maintain costs. 
· Can lead to inaccuracy of costs which will give the company the incorrect cost of a product. 
· Requires a lot of knowledge and a very good understanding of the method. (Srivastav, 2022).

As explained although this method has its good advantages activity-based budgeting also has its downfalls as highlighted such as difficulty implementing the budget, it becomes costly, staff resistance and difficult gathering the information needed. (Deumert, 2015)

1.4 Value proposition based 
The main goal of value proposition budgeting is to establish the parts of your business in which more returns are gained. This can be done manually or using a budgeting software. Its aim value is to establish where the company should spend money based on how much profit each cost brings in.  (Stefenka, 2022). 

An example of value proposition budgeting is the company Uber. It stands out for its very distinctive value proposition. Its vastly contrasts from your traditional taxi. It’s a simple and tempting service where with one tap the car comes directly to you. The driver knows where you are going, and payments is cashless which is convenient these days. (7 of the Best Value Proposition Examples We've Ever Seen, 2022)

Value proposition budgeting has its pros and cons.

Pros of value proposition budgeting

· It helps recognise activities that create value for a business’s compared to activities that add less value to the company. 


Cons of value proposition budgeting

· It isn’t always easy to measure the value.
· Without the understanding of the value, it can lead to bad decisions which can affect the business in the long run. (Masani, 2022).


1.5 Zero based budgeting

The original goal of this method was to help organizations reduce costs. (What is Budgeting Software, 2022) The purpose of zero-based budgeting is to use every single penny and give it its purpose. (Schwahn, 2022). It is a very effective budgeting method and helps a business identify any pointless costs, keeps control of spending, and focuses on great profits. (What is Budgeting Software, 2022). This sort of budgeting can also be good for start-up business’s as in the earlier stage’s businesses are doing a lot of trial and errors, so their income is more adaptable. (Schwahn, 2022). What it actually comes down to is what is happening in the business now rather than making decisions based on the past figures. 
Like the above budgeting methods zero based budgeting has its advantages and disadvantages. 

Pros of zero-based budgeting
· This method of budgeting requires that all activities are investigated which enables the budget to be delivered more efficiently based on current not past needs. 
· Zero-based budgeting is flexible when it comes to cutting costs. How much you are cutting and where you would like to put the fund is completely up to you. 
· This method is a measure to get rid of any inefficiencies. 



Cons of zero-based budgeting

· It is more time consuming than the traditional way of budgeting.
· Other departments have to be involved and those departments may not be able to give relevant time or be able to specify their needs for the entire year. 
· If the business is very large this method may be too expensive and time consuming for some of the departments that have to be involved. (Heath, 2022). 


       3.6 How budgeting control can support sustainability 

Sustainability is being able to exist without tampering natural resources for the future. (What is Sustainability and why is it so Important?, 2022). Sustainability in business is a way of creating a long-term value by considering the different factors like social, environmental, and economical. Business’s believe sustainability in a company will create longevity. (Haanaes, 2022). There 3 main factors to sustainability, environmental, social, and economic. Environment is concerned in the sense it reduces carbon footprints and water usage etc. Social is about treating employees equally and treating them in an ethical way. Economic is simplest form a company must be making profit to be able to continue in the future. (What is Sustainability and why is it so Important?, 2022).
Economic budgeting example will be companies can upgrade technologies and software’s for better analysis and budgeting control. They can be aware of excel sheets for budgeting plannings. There are articles and videos on excel, doing this will improve flexibility and serviceability. This will also help non finance managers who aren’t used to budgeting but are part of the budget process. (Coulmas, 2022). 
Examples of budgeting that will support social sustainability will be employment related factors. So, budgeting for pensions, sick and unemployment benefits etc. This will create a good atmosphere with employees and will result in the company being socially sustainable. (Coulmas, 2022).























1. [bookmark: _Toc341883019]Conclusion

To conclude we know that budgeting is required for all businesses. A business needs to budget to be aware of the revenues and expenditures within the company, whether it’s for the current or forthcoming year. There are 4 main ways of budgeting which are, incremental budgeting, value proposition budgeting, zero based budgeting and activity-based budgeting. The most used and traditional type of budgeting is incremental budgeting, which gives a business a picture of the forthcoming year and what the expenditures will be like in advance. The Budget planner I have prepared for The Grand Hotel used this method and we can see the company is in a good shape for the following year. Budgeting can also affect sustainability and its factors which are environmental, social, and economic. 
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4.Appendix Budget Calculations
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