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[bookmark: _Toc117417620]Executive Summary
Budgeting in an organisation facilitates financial stability by tracking the revenue and expenses regarding utility pills, building emergency funds, and saving for major expenses like home or car undertaken by effective budgeting. Budgeting reveals the areas that need consideration either to continue or to close them. Evaluating these decisions undertakes four types of budgeting. Incremental budgeting is to make the previous year a base to allocate future funds.  Activity-based budgeting follows the allocation of funds based on activities to be evaluated. Value proposition budget is the evaluation of the value of activity in response/comparison to its expense.  Zero-based budgeting starts from scratch every time the budget is designed. The Grand hotel company's criteria to set a budget is incremental; however, the task 1 analysis shows that the hotel needs to implement a value proposition when designing its budget. This is because some of the business's activities bring inappropriate costs that need to be cut, and the activity is not serving valuable. For example, at the same time, magazine and newspaper costs bring equal value with high costs.
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[bookmark: _Toc117417621]Introduction
A budget is a spending plan based on income and costs. In other words, it is an estimate of revenue generated, and money spent over a given time frame, such as a month or a year. This report will evaluate the total receipts and payments of Grand hotel as well as the budgeting process and method the hotel used from April to March. The report will analyse and evaluate the budgetary control method of Grand hotel and will propose an effective method that needs to be implemented by the account’s director of the hotel. This report will embrace the importance of budgeting and the four budgeting types generally used by accounts directors. These types include incremental budgeting, activity-based, value proposition, and zero-based budgeting. This report will outline the ways budgetary control sustainability of a business. 

[bookmark: _Toc117417622]Analysis of Grand hotel budget planner
The total receipts of Grand hotel in April were around £194,305, and its expenses were around £116,565, which showed a positive cash flow of £77,740 however borrow forwards amount was £13,500, thus accumulating the amount to carry forward for the month of May was £91,240. In May, total receipts decreased to £177,637, and the expenses were high, about £112,015, which showed lowed cash flow of about £65,622 compared to April. However, the carried forward balance of April (£91,240) had been added to the net cash of the month, and the accumulated amount became higher in comparison to the month of April. For the month of June, the receipts were higher against May; however, the total payments were also high, i.e., £117,915 still showed a higher net cash flow of approximately £80,691. When May's opening balance was added to this amount, it showed a carried balance of £237,553 for July. 
This shows that the grand hotel budget planner is following an incremental budget. However, the total receipts, when showing less revenue to the hotel along with high payment, thus the budget type is serving as non-effective. It simply means that many of the operations are not bringing positive value to the company. Thus, this hotel needs to evaluate the extra payments and activities that need to close and proper justification of activities that are newly increasing the costs like wardrobe expenses in four months, car insurance expenses in December etc. moreover, the hotel needs to evaluate why there is the deficiency in interest received every month, especially in the month of April. The accounts director needs to evaluate the factors and activities that are responsible for high costs, and if the high cost is bringing justified profit, then it needs to improve or not. All these functions will come under evaluation while designing the budget. 
This hotel needs to implement values-based proposition-based budgeting because it will help in understanding the customer enjoyment towards the specific activity of the hotel. This method will help grand hotel planners better understand customers and their engagement towards hotel offerings. On the other side of the coin, it helps customers understand the value of the company's offerings. They can see the best available option for them while making decisions. This is essential for any business to learn where the money needs to allocate and what needs to be cut to maximise productivity and thus can provide a competitive advantage to the company. Using this essence, a grand hotel budget planner needs to learn the reason behind individual newspaper and magazine expenses and why the amount is high, especially in magazines. The planner needs to learn what if the newspaper or magazine cuts from the budget.
The carried balance is bringing inequality in budget allocation, which is one of this hotel's main disadvantages because it shows a higher amount of net cash flow every month. However, the hotel is at risk if evaluating total payments, which gradually increased from £116,565 to £121,915. 
[bookmark: _Toc117417623]Task 2
1.1 [bookmark: _Toc117417624]Importance of budgeting
The budgeting embraces four areas while considering their importance, i.e. planning orientation, profitability review, performance evaluation and cash allocation. In planning orientation, budgeting helps management in planning the long term and helps avoid short-term and day-to-day planning. Budgeting in case of financial loss helps to provide improvement and competitive advantage as a helping hand for any company (Chen, W. and Hong, F., 2020). Moreover, in the area of profitability, it helps in sighting the money generator aspects that cannot be seen during day-to-day management. It helps accounts directors to consider forces that bring revenue and the areas that require closure or expansion. Not merely this, budgeting helps in performance evaluation, for example, budget allocations regarding bonuses and incentives for their engagement and productivity-boosting (Vries and Nemec, 2019). 
The budget helps allocate funds to invest in fixed assets and working capital; for example, installing a plant or advanced technology can bring revenue to a company instead of using the human resources that take time and wages to implement a task or plan. In some cases, it happens vice versa, for example, the sale of complex ERP or unwanted plant and budget allocation for hiring technicians that can handle big data and evidence-based data to implement. In sum, the budget plan helps create financial stability by tracking expenses and following a plan that makes it easy to cope with utility costs and miscellaneous expenses and avoid falling into negative monetary values (Hillen and Lavarda, 2019). 

1.2 [bookmark: _Toc117417625]Understanding of incremental budgeting
An incremental budget is prepared by using actual performance or current period budgeting as a base and adjusting it by additional amounts (Marroni-Teir, 2022). Simply, incremental budgeting is accomplished by using the prior year’s budget and adjusting for some increase in costs. The rate of inflation guides for adjustments when designing an incremental budget. This type of budgeting is easiest and simplest as compared to the other 3 methods and is commonly used by businesses whose primary cost drivers do not change from year to year (Ouassini, 2018). The accounts director used this type of budgeting to ensure the continuity of funding for every department without much analysis of funding requirements. No large deviation takes place in the budget year after year because the budget does not change suddenly and has a stable budget year on year. In terms of budget allocation, equality among departments is an advantageous aspect of incremental budgeting. This budgeting follows a custom process each year, discouraging innovation and growth. Moreover, due to the constant stability of company operation, this type of budget does not accept potential changes that arrived out of unforeseen situations and circumstances (Beredugo et al., 2019).
An example of incremental budgeting is supposed a company that paid $500,000 in salaries last year. Next year the company announced an increase of 10% and new hiring basic salaries will be $25000. Thus, the formula for a lot of incremental budgets will be: 
[image: formula for incremental budgeting](Source: Key et al., 2020)

1.3 [bookmark: _Toc117417626]Activity-based
Activity-based budgeting is familiar as a top-down budgeting method which defines the amount of input required to support the output of an organisation. This type of budgeting performs the function of analysis regarding activities that might bring the cost to the company. Activity-based budgeting is used to analyse activities to predict costs (Talmon and Faliszewski, 2018). Budgets are made on the basis of results. The belief behind the theory of activity-based budgeting is that keeping costs to a minimum is important in business management. Squeezing higher profit with less cost is the main aim of this budgeting. It lowers unnecessary activity levels to generate sales and boost profitability (Ho, 2018). For example, a business sets an output target of approximately 1000 million as their income. Thus, the company will have to determine the activities that contain a tendency to meet these sales and then find out the cost to carry out those activities. Figure 1 shows two elements necessary to consider while using an activity-based budget by the account’s director. 
Activity-based budgeting is divided into three categories:
· Cost drivers- the identification of activities responsible for expenses and revenue for the business. 
· Projecting total units- identifying the number of units associated with each activity. 
· Cost per unit- determination of per unit cost of an activity and multiplying that result by the activity level. 
This type of budgeting is used to maintain financial goals and provide opportunities to evaluate the cost and provide solutions. It also allows recording and tracking, as it reduces expenses to improve productivity (Vries and Nemec, 2019).
[image: ]
Figure 1 Activity-Based Budgeting (Ouassini, 2018).

1.4 [bookmark: _Toc117417627]Value proposition based 
This type of budgeting is similar to activity-based; however, a value proposition-based budget is more intense because it undertakes the analysis and justification of every single item by providing it with a value on an expenditure list. Value proposition-based budgeting aims to generate a positive return by considering the activities to spend money on or not. This type of budgeting is mostly used by the government in their spending to evaluate which city services are valuable and most needed within the community (Vries and Nemec, 2019).
[image: how to find a value proposition budget]
Figure above shows the essential elements that need to be undertaken. For example, programs might be considered to accomplish by offering value for the community while reducing other lower-value services. 
The main pros that account directors take into consideration while opting for this type of budgeting are that the experts can see where money is going and should be going and which will be the best way to avoid unnecessary expenses. Moreover, the accounts directors can spend money on areas that bring more profitability and can save money along with boosting income by focusing on high-value areas using value proposition-based budgeting. Whilst, the accounts directors, need to keep in consideration three things while drafting a value proposition budget, i.e., why it is crucial to add this amount of budget, do the items create value for staff, customers, and other stakeholders, and lastly, does the value of item overweigh its cost if not then just behind the cost allocation (Vries and Nemec, 2019).
1.5 [bookmark: _Toc117417628]Zero-based budgeting
This budget type had originated in the late 1960s by a Texas instrument account director entitled" Peter Pyhrr". Zero-based budgeting is opposed to incremental budgeting, which means unlike incremental budgeting, zero-based budgeting starts from zero backing with the justification of each individual expense for a reporting period. This budgeting starts from scratch by analysing each need and requirement in comparison to the company's goals (Beredugo et al., 2019). 
This type of budgeting forces managers to justify each activity in their department; until that, the budget for their department is zero. If they cannot justify, they are excluded from allocating any further resources, and their work stops. In this way, all of the unjustifiable expenditures are theoretically ceased by zero-based budgeting type (Marroni-Teir, 2022). The questioning asked by management to these department includes:
· Is the activity truly necessary at all?
· What will happen if the activity ceases?
· Is the current level of provision adequate?
· Is there any other alternative to carry out the activity?
· How much ought the activity to cost?
· Do the activity value the justification of the cost to be allocated?
[bookmark: _Toc117417629]This budgeting is the time taken and excludes the advantageous qualitative departments like training, research, and development. Savvy managers can game in this type of budget allocation, as giving justification might be easy for them (Key et al., 2020). However, it is fruitful to use zero budgeting because it provides the analysis of how much expense every time occurs in a specific department/activity. Eventually, improves the output every reporting period (Hillen and Lavarda, 2019).

3.6 How budgeting control can support sustainability 
The budgeting control can support sustainability in three ways:
1. Data-Based Decisions
Budgeting control eliminates emotion-based decisions and leads to more thoughtful and level-headed decisions. Evidence-based data serves as an extremely accurate overview of business expenditures at both micro and macro level. Furthermore, budgeting control embraced continuous data updates, which operate to deal with sensitive and real-time changes and expedites during and after the entire adjustment process. Data-based budgetary control enables accounts directors to immediately acquire capital expenditure back on track without blunders (Beredugo et al., 2019). 
2. Improved Allocation Accuracy
To remain sustainable, budgeting control stimulates the account director to bring revenue to the company by selecting the best type of budgeting. This improves their budget allocation accuracy, and thus a company becomes sustainable in the external environment (Chen, and Hong, 2020).
3. Better Communication
One of the prominent features of budgetary control is that it takes feedback and the opinion of other departments. This breaks the gap of communication internally, and ultimately the staff becomes capable of coping with any situation and ultimately becomes the source of sustainability and income for the business (Marroni-Teir, 2022).
 







 


[bookmark: _Toc117417630]Conclusion
It can be concluded that based on the nature of the business and staff working in a particular business, a specific type of budget needs to opt. Where there is high democracy in a business, the use of zero budgeting would bring disaster to the business. Whilst the business that depends on innovation should not use incremental budgeting. The other two types that should be implemented are in favour of business but not necessarily in favour of staff and departments because they might think that their department is underestimated and not valued might bring negativity. 
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Current period’s budget = Previous year salary + % of
increment on previous wage + Salary of new employees

Particulars

Previous year salary $500,000
Increment on previous salary (10% X A) $50,000

Salary of new Employee (6 * 25,000) $150,000

Total Salary Budget (A+B+C) $700,000
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