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[bookmark: _Toc117275430]Executive Summary
Financial management is an important element for the success of all types of business organisations. One of the key tools that help business organisations in terms of financial management is budgeting. This report has discussed largely about budgeting and budgeting approaches in the context of a hotel in London named The Grand Hotel, which also has a restaurant. It has discussed about the cash flow forecast of the organisation and identified that the organisation has an increasing cash position from April 2022 to March 2023. Besides this, four main forms of budgeting, which are incremental budgeting, value proposition budgeting, zero-based budgeting and activity-based budgeting could be determined. The role of budgeting in sustainability achievement could be analysed as well.
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1. [bookmark: _Toc117275431]Introduction
Budgeting is useful and important for business organisations in several ways starting from forecasting and managing their cash position to attaining sustainability in them. This report is going to conduct a detailed discussion and evaluation on budgeting approaches and techniques with reference to The Grand Hotel, which is situated in London. It is going to analyse the results of the budget planner or the cash flow forecast prepared for The Grand Hotel. Moreover, it discusses about the implementation of a budgeting approach in the organisation in the future by evaluating four key types of budgeting techniques. The roles which budgeting control plays in supporting organisational sustainability will be evaluated in the report. 

2. [bookmark: _Toc117275432]500-words analysis of Grand hotel budget planner

The term budget can be defined as a financial plan prepared for a future period based on which the expenses of a company can be forecasted and its revenues can be predicted (Bragg, 2022). In simple terms, a budget refers to a plan created in an organisational context for spending its money. Preparation of budgets helps a business organisation considerably. The Grand Hotel, which also has an excellent quality restaurant, uses a budget planner for forecasting the budgeted income and expenditure of the organisation. In the context of this organisation, the budget planner prepared a simple cash flow forecast. According to Oh and Shin (2019), a cash flow forecast helps in the estimation of the probable cash receipts of an organisation and its cash disbursements over a forthcoming period.
In this cash flow forecast, the total receipts of cash of the organisation have been estimated. The primary and major source of cash receipts in The Grand Hotel is cash sales. Receipts from mini bar and interests received are the two other sources of cash receipts. On the other hand, the total payments of cash have also been estimated. These estimations reflect that the two main areas of cash payment in the organisation are salaries and restaurant expenses. Apart from this, various other cash expenditures of the organisation, for example, sky subscription, property expenses, mini bar expenses, laundry expenses and others have been considered. The deduction of the total payments of cash in The Grand Hotel from the total receipts of cash reflects a positive balance in all the months from April 2022 to March 2023. Positive cash balances are also noticed to be brought forward each month as well. The addition of the balance brought forward with the net cash flow in the month determined from the deduction of the total payments from total receipts shows the ending cash balance. The balance carried forward is the ending cash balance determined for each month.
The analysis and evaluation of the results of the ending cash balance of The Grand Hotel in each month show a positive balance. This indicates that the cash position that has been attained in the organisation is good during all 12 months. At the same time, the comparison made between the ending cash balance during each month shows that there is a consistent increase in the cash position of the organisation from April 2022 until March 2023. An amount of 91,240 is the net cash position of The Grand Hotel in April 2022, which has changed and increased to 760,185 in March 2023. The comparison of these two figures reflects that an increase of 733% is reflected in the cash position of the organisation over these 12 months. Hence, it can be stated that the organisation is going to have a considerable increase in its net cash position from April 2022 to March 2023. Besides this, a stable and high cash position can also be determined in this organisation at the end of the financial period for which the cash flow forecast has been prepared.
3. [bookmark: _Toc117275433]Task 2

3.1 [bookmark: _Toc117275434]Importance of budgeting
According to CFI (2022), budgeting is important in a range of ways. For example, budgeting is important since it helps business organisations in tracking their expenditures, controlling their spending, making improved financial decisions and remaining focused on long-term financial goals. However, the importance of budgeting, in the context of business organisations, includes several other aspects (Nikulina, 2020). The following is a list of factors for which budgeting is important in business organisations that The Grand Hotel must consider –
· Planning orientation – The budgeting process forces the management of an organisation to shift away from its day-to-day or short-term financial goals and performance while focusing on long-term financial goals and performance (Bondarenko et al., 2020). It also helps an organisation in planning its funding activities and meeting its funding requirements.
· Performance evaluation – Budgeting also helps a company's performance evaluation (Chen and Li, 2019). This is because the comparison of the budgeted results of a company with its actual results after the budget period ends helps in determining the variances in budgeted and actual results. Accordingly, the adversity or favourability of variances helps in evaluating the performance achieved in a company.
· Cash allocation – Budgeting also helps in allocating cash in an organisation (Van Helden and Reichard, 2018). This can be identified from the example of The Grand Hotel itself. It is because the budget planner prepared for the organisation shows that budgeting helps in estimating and evaluating the future cash position of organisations. Accordingly, the management of organisations decides on allocating and managing cash in the future period to maintain a stable cash position.
· Bottleneck analysis – There are several types of bottlenecks present in an organisation (Cammack et al., 2020). The processes involved in budgeting help an organisation in focusing on what can be done for eliminating these bottlenecks or enhance the ability of the bottleneck.

3.2 [bookmark: _Toc117275435]Understanding of incremental budgeting
According to Buendía et al. (2021), incremental budgeting can be defined as a budgeting process, which depends on the idea that new budgets can be best prepared by making only marginal changes to a company’s present budget. It makes use of the present budget of a company wherein there is an addition or subtraction of incremental assumptions from the base amounts so that new budget amounts can be determined. The importance of the incremental budgeting approach is that it is simple and ensures the maintenance of consistency and operational stability in organisations. In The Grand Hotel, the implementation of this budgeting approach can be beneficial for attaining funding stability, since, in this approach, the funding remains stable over time. Moreover, it can help in eliminating internal rivalries existing in the organisation by allocating equal and incremental changes to a budget.


3.3 [bookmark: _Toc117275436]Activity based
The activity based budgeting is a specific budgeting method that involves a thorough analysis of the activities performed in a business organisation for predicting its costs (Wegmann, 2019). This budgeting method does not take into account the historical costs of a company during budget preparation. Instead, activity-based budgeting identifies the cost drivers present in a company based on which the total units for the next period are projected and costs per unit are estimated. The importance of this budgeting approach is that it helps in the reduction of the production costs of an organisation. In The Grand Hotel, the implementation of the activity-based budgeting approach can be beneficial for enhancing the organisation’s production efficiency while deriving how its products can be made more inexpensive. It can also be useful for the derivation of the number of inputs needed in the business organisation for supporting the outputs or targets set by its management.


3.4 [bookmark: _Toc117275437]Value proposition based 
Value proposition budgeting also referred to as priority-based budgeting, is a specific budgeting method that involves the analysis and justification of the value of all single items present in a company's expenditure list (CFI, 2022). It attempts in finding out where a company should be spending its money so that a positive return can be attained. The importance of a value proposition budgeting method is that it ascertains that all elements are included in the budget of a company so that value can be delivered. In The Grand Hotel, the implementation of this budgeting approach can be beneficial for the avoidance of unnecessary expenditures in the business organisation. It can be used for analysing if its offerings are creating value for customers, its employees or other stakeholders or not while evaluating if the value of its offerings outweighs its costs.
3.5 [bookmark: _Toc117275438]Zero based budgeting
A zero-based budget can be defined as a type of budget in which business organisations prepare their budgets for a future period by considering the base for the budget as zero (Ibrahim, 2019). It means that zero-based budgeting involves the preparation of a budget from the scratch. There is no reference made to any previous year's figures or values in the zero-based budgeting method. The importance of this budgeting approach is that it helps in the identification and the discontinuation of the obsolete or inefficient operations of a business organisation. In The Grand Hotel, the implementation of a zero-based budgeting approach can be beneficial for the increase of staff involvement. It can also help the organisation in terms of responding to business environment changes while ensuring the economical allocation of all the financial resources of the organisation
[bookmark: _Toc117275439]3.6 How budgeting control can support sustainability 
The term sustainability can be defined as the approach of a business related to the creation of a long-term value by considering how it is operating within the social, ecological as well as economic environments (Pichlak and Szromek, 2021). Budgeting control has a great role in supporting the sustainability of a business organisation. According to Rebrowa et al. (2020), budgeting and budgeting control can be referred to as vital tools in the context of financial management for the sustainability and sustainable development of businesses. This is because the contribution of budgeting is known to all in terms of the creation of long-term value in economic environments.
Budgeting control helps business organisations in maintaining control over their money, staying focused on their financial goals and various other ways (Onyebuchi, 2022). This in turn helps organisations to ensure the generation of long-term value within their economic environment. However, apart from this, budgeting control activities such as green budgeting help business organisations in the allocation and planning of money through which natural assets can be conserved for future growth and development. Similarly, environmental compliance budgeting assists in ascertaining that there are adequate resources available for the implementation of environmental safeguards in an organisation. Such budgeting approaches also ensure the maintenance of transparency to assuring the availability of funds for such environmental activities. These are ways how budgeting control helps in the creation of long-term value in the economic environment. 
On the contrary, budgeting control helps in the creation of long-term value in the social environment by the medium of prioritising the allocation of resources (Dyduch, 2019). Moreover, it also helps in the establishment of strong accountability for the payment and planning of taxes. In this manner, budgeting control helps and facilitates the business organisation in the creation of long-term value within its social, ecological as well as economic environments. This in turn leads and supports the organisation towards the achievement of sustainability. Accordingly, The Grand Hotel can also be able to create long-term value within its social, ecological as well as economic environments, thereby achieving sustainability in the long run.







4. [bookmark: _Toc117275440]Conclusion
Hence, from the findings of this report, it can be concluded that budgeting is a major tool in the context of the financial management of businesses. The budget planner prepared for The Grand Hotel indicates that the cash position of the organisation is rapidly increasing with every passing month. A stable and high cash balance can be seen in this organisation at the end of the 12 months ended March 2023. On the other hand, the importance of budgeting could be evaluated. The report also assisted in determining and analysing four main forms of budgeting, which are incremental budgeting, value proposition budgeting, zero-based budgeting and activity-based budgeting. Uses of these budgeting approaches in The Grand Hotel could be determined as well. Lastly, the role that budgeting control in the creation of long-term value within its social, ecological as well as economic environments, which in turn supports their sustainability could also be evaluated.
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Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Total

£ £ £ £ £ £ £ £ £ £ £ £ £

Receipts :

Payment on business accounts                       

Cash sales 1,85,000 1,66,000 1,85,000 1,40,000 1,42,000 1,49,000 1,56,500 1,66,900 1,74,000 1,49,000 1,50,900 1,50,800 19,15,100

Interest Received 405 2,332 4,694 7,114 8,274 9,511 11,113 12,912 15,222 17,364 19,206 20,918 1,29,065

Mini Bar  8,900 8,900 8,900 8,900 8,900 8,900 8,900 8,900 8,900 8,900 8,900 8,900 1,06,800

Total Receipts 1,94,305 1,77,232 1,98,594 1,56,014 1,59,174 1,67,411 1,76,513 1,88,712 1,98,122 1,75,264 1,79,006 1,80,618 21,50,965

Payments :

Resturant  27,800 27,800 27,800 27,800 27,800 27,800 27,800 27,800 32,100 27,800 27,800 27,800 3,37,900

Freehold    

Fixtures and fittings              

Wardrobe 3,500 3,500 3,500 3,500 14,000

Sky Subscription 1,250 1,250 1,250 1,250 1,250 1,250 1,250 1,250 1,250 1,250 1,250 1,250 15,000

Property expenses 2,000 2,000 2,000 2,000 2,000 2,000 2,000 2,000 2,000 2,000 2,000 2,000 24,000

Premier league license 6,000 6,000

Laundry 1,625 1,625 1,625 1,625 1,625 1,625 1,625 1,625 1,625 1,625 1,625 1,625 19,500

Energy costs                        

Payments to suppliers                        

Vehicle Insurance 8,000 8,000

Salaries 57,500 57,500 57,500 57,500 57,500 57,500 57,500 57,500 57,500 57,500 57,500 57,500 6,90,000

Mini Bar 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000 84,000

Training  7,500 7,500

Virgin Pass 2,500 2,500 2,500 2,500 2,500 2,500 2,500 2,500 2,500 2,500 2,500 2,500 30,000

Vehicles lease 2,750 2,750 2,750 2,750 2,750 2,750 2,750 2,750 2,750 2,750 2,750 2,750 33,000

Van                        

Petrol and diesel 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 12,000

Rates 3,200 3,200 3,200 3,200 3,200 3,200 3,200 3,200 3,200 3,200 32,000

Valeting  540 540 540 540 540 540 540 540 540 540 540 540 6,480

Marketing                   

Overdraft Interest          

Beverage 2,700 2,700 2,700 2,700 2,700 2,700 16,200

Magazines 2,150 2,150 2,150 2,150 8,600

Overtime 3,400 3,400 3,400 3,400 3,400 3,400 3,400 3,400 3,400 3,400 3,400 3,400 40,800

Newspaper 1,150 1,150 1,150 1,150 1,150 1,150 1,150 1,150 1,150 1,150 1,150 1,150 13,800

Building Insurance   5,500 5,500

Total payments 1,16,565 1,12,015 1,17,915 1,17,365 1,17,915 1,14,015 1,16,565 1,11,715 1,26,715 1,13,865 1,21,915 1,17,715 14,04,280

Balance b / f 13,500 91,240 1,56,457 2,37,136 2,75,785 3,17,044 3,70,440 4,30,388 5,07,385 5,78,792 6,40,191 6,97,282 43,15,640

Net cashflow in month 77,740 65,217 80,679 38,649 41,259 53,396 59,948 76,997 71,407 61,399 57,091 62,903 7,46,685

Balance c / f 91,240 1,56,457 2,37,136 2,75,785 3,17,044 3,70,440 4,30,388 5,07,385 5,78,792 6,40,191 6,97,282 7,60,185 50,62,325


