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[bookmark: _Toc117624506]1. Task 1 
[bookmark: _jut4lfqyut0r][bookmark: _Toc117624507]1.1 Introduction
Budgeting is the most important part for the business management and it helps to improve the cost management strategies of the business. The Grand Hotel of London focuses on the budgeting process to manage the profit and increase the profitability. This hotel provides great quality services to their visitors and customers. The budget helps to manage the service and quality of a business and the hotel focuses on the budget management to improve the room quality and designing to attract more customers in the business. The hotel fixed their price of their one room per night at £250. The budgeting process can help to improve the financial stability of a business.



















[bookmark: _Toc117624508]1.2 Budget Analysis of Grand Hotel
Under the context of finance and accounting, forecasted budget analysis refers to input of various budgets for the upcoming fiscal period. The financial budget analysis is also known as financial forecasting. It mainly aims to predict a company's financial future through investigating historical performance data such as company’s revenue, cash flow, expenses and sales. According to the report of Criss et al. (2019), the budgetary analysis also involves guesswork and assumptions, as based on unforeseen factors that tends to influence the business either negatively or positively. Here, the budget analysis has been prepared for a hotel called the Grand Hotel which is situated in London. The budget has been prepared for 12 months starting from the financial month of April till next year’s March. 
In order to prepare the budget analysis for this hotel brand has separately forecasted all the receipts and payments and also calculated each month's cash flow. Thereby, the net cash flow of this hotel is assumed to fluctuate every month. Furthermore, it is also assumed that the value of receipt was competitively higher and the value of total payment is expectedly lower.  A company or an individual business entity has retained higher value or amount, it indicates the company will be able to maintain a good cash flow while operating business (Afiezan et al. 2020). In addition, this, it is further assumed that for this particular Grand hotel the higher payment or expenses has been made on the monthly wages. On the other hand, the major income that the brand has collected from is all the payments that are collected in the hotel’s bank account. 
Apart from that, the hotel has been included with several other payments or expenses such as restaurant, freehold wardrobe, wages, utility bills, marketing, overdraft interest, building and others. Here, the budgeting analysis of this hotel is assumed to be followed by an activity-based method. As per the view of Chizmar et al. (2020), Activity-based budgeting method refers to a system that researches, records and also analyzes several activities. As it can be observed that each and every activity including both receipt and payment all the activities that are included within the budget statement incurs a cost. In addition to this, the cost incurred is scrutinized in potential ways in order to enable the cash efficiency within the corporation. 
Moreover, using this particular budget method has also helped the hotel to diminish the cost of production, raise production efficiency and also helped to create a flexible cash budget. Even assuming from the results of the cash budget, it can be assumed that the hotel has used this particular budget method that has helped the company to maintain a positive net cash flow at the end of each month’s end. Apparently, it can be also said from the first month till the second month’s end the company is not able to maintain a good amount of balance or net cash flow. As during the first two month the value under company’s cash was comparatively lower than other months and one of the major reasons for the result is higher credit charges.
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Figure 1: Budget Analysis
(Source: MS-Excel)


[bookmark: _djmw0sgnaurd][bookmark: _Toc117624509]2. Task 2
[bookmark: _sywqltktn54i][bookmark: _Toc117624510]2.1 Importance of Budgeting
Budgeting is an important pillar to get security in finance and manage success of a business project goal. It helps to get a better understanding of financial management along with that helps to oversee. As per the views of Kumar et al. (2021), managing the budget of a business can help to increase revenue or incoming money of the business as well as it helps to increase return on investment. Apart from that, budgeting in a business can control the expenses of the business. In addition to that, it helps to manage the financial goals and benefits the business to save more money. As mentioned by Alawia et al. (2021), budgeting can help set and report on internal goals of the business. In the Grand Hotel, the budgeting can help to manage the servicing process, along with that it can help to achieve the goal of finance.
[bookmark: _8r8lf7yj6iv5][bookmark: _Toc117624511]2.2 Understanding on Incremental Budgeting
Incremental budgeting is the method of traditional budgeting process whereby the budget is prepared by taking the present budget or actual performance as a base, with incremental amounts then being added for the new budget period. As per the words of Adekunle et al. (2022), incremental budgeting works for the larger businesses and it helps in marginal changes of the business budget. There is a theory that can help to focus on the incremental budget and that is Budgetary Incrementalism. This theory was produced by Aaron Wildavsky in 1960. As per this theory, the management of the business needs to focus on the previous budget to make a new budget with the increment of the business in the current year. In the words of Nikodijević (2021), this budgeting process is easy to implement in the business because it does not require more detailed analysis in comparison with other budgeting methods.
Incremental budgeting also helps to manage the stability of funding in the business because it requires funding for multiple years. Besides funding stability, the incremental budgeting focuses on the operational stability of the business management in the budgeting process. This budgeting method helps to manage the preparation time which is less and lower preparation cost of the business. In addition, it prevents conflicts between managers of departments. In simple words, incremental budgeting is the method of budgeting to make a new budget, making small changes in the current budget (Ortynsky et al. 2021). In addition, this method of budgeting helps to see the impact of changes due to the budgeting.
[bookmark: _fyoqehke11d7][bookmark: _Toc117624512]2.3 Activity based budgeting
ABB or activity- based budgeting is a system that researchers, records, and analyses activities that lead to costs for a business. Every activity of the company needs some costs and that cost is scrutinised by this budgeting method. According to the words of Chen and Biswas (2021), this budgeting process identifies the activities of the business that are relevant such as expenses or revenues. After the identification of activities, this budgeting process determines the number of units related to each activity of the business. These numbers are the baseline for calculations along with that, it helps to manage cost based on the activities that helps to increase ROI of the business. This budgeting process focuses on the proper planning to allow more revenue of the business along with that it can control the budgeting process of the business more.
In addition to that, it helps to manage the goals of the business and it aligns the goal and budget properly to achieve the goal of finance of the company. It can attract more benefits; however, this is more expensive than the traditional budgeting process. This budgeting technique is also time consuming and it helps to assume more profit for the business.
[bookmark: _k0qd7wlnphtw][bookmark: _Toc117624513]2.4 Value Proposition Budgeting
Value proposition budgeting is also known as priority-based budgeting that justifies and analyses the value of every single item on an expenses list. This process helps to find out the investment process of the company that can help to increase positive return. As per the words of Olson et al. (2021), it is the easy process to focus on the investment and it can prevent the issues of extra costs. It allows the businesses to spend money on those areas that bring more value to the company and reduce expenses. Along with that, it helps to save money and boost revenue of the company. A business can focus on the value drivers and eliminate unnecessary spending by budgeting processes (Da Silva, 2021). This budgeting process can help to improve the value of the business through managing the services of the business.
[bookmark: _bowu9x2iieh][bookmark: _Toc117624514]2.5 Zero based budgeting
Zero-based budgeting is the budgeting process where the expenditure of the company can be justified to manage the new budget of the business. In this budgeting process, to make a new budget, the budgeting can be started from zero. Zero-budgeting techniques of the business can attract some advantages such as flexible budgets, lower costs, focused operations, and more disciplined execution. As per the words of Antonides and de Groot 2022), the aim of this budgeting process is to make sure that the income of the company and minus the overheads of the company, equals zero (income - expenses = zero). This budgeting process permits the company to adapt this budget process to manage the expenses.
It helps to track the expenses of the company and help to improve the service process of the company. It reduces extra expenditure of the business and increases financial development of the company (Hsu et al. 2021). Additionally, this budgeting process can reduce the need for loans and issues of lack of finance or budget. It helps to give some clarity on the expenses and revenue of the company.
[bookmark: _efuzvlrfaixt][bookmark: _Toc117624515]2.6 How budgeting control can support sustainability
Budgeting management is the major process of a business to control the expense of the company. In this case, it can help in the business profitability management, fund management, along with that service management process. As per the views of Rogulenko et al. (2021), budgeting control can help to increase property values and economic activity of a company. In addition to that, it saves the cost of the business and lowers the cost of the operation of a business. Through managing the cost of the business, it can be used in the CSR projects such as energy and water costs. The controlled investment of an organisation can enable more savings in the businesses and develop the economy of the company. In the words of Cumming et al. (2021), budgeting can help to ensure economic sustainability of a business. 
The economic sustainability of the business can be managed through investing in the great source that can increase the return of investment of the company. Budgeting management can help to manage the funding of the business along with that it helps to achieve the objectives and aim of the company. It helps to increase efficiency of the business and improve the source of income. In addition to that, it can raise money for the company through donation management and cost management. In the words of Giraldo (2021), budgeting can manage the business money effectively and allocate appropriate resources to projects. Besides, the budgeting helps to monitor the performance of the company as well as it helps to meet the demand of the company management to increase financial development.
In addition to that, it helps to make decisions of investment and service management of the company. Along with that, it helps to focus on the issues of the company and finance and cash flows. In the words of Tien et al. (2021), the finance of the company can be developed through managing the future plan and it helps to increase staff motivation. It records the organisational activities and manages strategic plans of the business.
[bookmark: _hue33krcbdcs][bookmark: _Toc117624516]3. Conclusion
The above study focuses on the budgeting management process to reduce the cost of the business. The Grand Hotel needs to focus on the budgeting technique to improve the business services and improve the return of investment of the company. The company can focus on using the value proposition budgeting technique to manage the cost of the company and increase the profitability of the company. This business can enable economic sustainability by managing the budget of the company. The budgeting process of the company gives the clarification and justification of investment along with that, it can improve the communication of the communication. The main aim of budgeting is to determine the investment reason, estimate spending and help to predict future profit to set a profit margin.
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Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Total

£ £ £ £ £ £ £ £ £ £ £ £ £

Receipts :

Payment on business accounts 185,000 166,000 185,000 140,000 142,000 149,000 156,500 166,900 174,000 149,000 150,900 150,8001,915,100

Cash sales                         0

Interest Received 405 2,737 4,706 7,127 8,286 9,525 11,127 12,926 15,236 17,379 19,221 20,934 129,609

Mini Bar  8,900 8,900 8,900 8,900 8,900 8,900 8,900 8,900 8,900 8,900 8,900 8,900 106,800

0

Total Receipts 194,305 177,637 198,606 156,027 159,186 167,425 176,527 188,726 198,136 175,279 179,021 180,634 2,151,509

Payments :

Resturant  27,800 27,800 27,800 27,800 27,800 27,800 27,800 27,800 32,100 27,800 27,800 27,800 337,900

Freehold     0

Fixtures and fittings               0

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                         0

Car Insurance 8,000 8,000

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                         0

Payments to suppliers                         0

Wages 57,500 57,500 57,500 57,500 57,500 57,500 57,500 57,500 57,500 57,500 57,500 57,500 690,000

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

Utility Bills 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

Van                         0

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                    0

Overdraft Interest           0

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 116,565 112,015 117,915 117,365 117,915 114,015 116,565 111,715 126,715 113,865 121,915 117,715 1,404,280

Balance b / f 13,500 91,240 156,862 237,553 276,215 317,486 370,896 430,858 507,869 579,290 640,704 697,810 4,320,283

Net cashflow in month 77,740 65,622 80,691 38,662 41,271 53,410 59,962 77,011 71,421 61,414 57,106 62,919 747,229

Balance c / f 91,240 156,862 237,553 276,215 317,486 370,896 430,858 507,869 579,290 640,704 697,810 760,729 5,067,512


