 
Grand Hotel Budget Planner




Executive Summary
This paper analyses the Grand Hotel financial plan and debates which budgeting method the hotel would benefit the most. It also looks at the possible changes that can bring a positive impact and higher revenue. 
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1. Introduction
This report shows the expenses and income for Grand Hotel and explores the four budget methods, such as incremental, activity based, value proposition based and zero-based budgeting. It analyses the existing plan considering possible changes to improve the business in the upcoming year, and debates which budgeting strategy would be most suitable. 

2. Analysis of Grand hotel budget planner
The hotels planner indicates that Grand Hotel is a thriving business, as revenue is increasing month after month, thus the interest recevied is increasing as well. This does not mean that the Grand Hotel can not improve as a business and make even more revenue. The planner shows that the company spends a high amount of money each month on minibar with little profit in return. To make this service more profitable the hotel could use activity based or value proposition based budgeting. For example it can look at which products in the minibar are popular and which are not. This way the business will only spend money on the popular drinks, cutting the cost of the other products and in addition to that it can slightly increase the price on those drinks the guests prefer in order to make more profit as well. While using these budgeting methods, the Grand Hotel manager can further analys other items in the planner, such as the magazines. Presently the hotel subscribes to ten different magazines with an avarage of £71 per magazine per month. This amount seems to be quit high for a single magazine, while most likely not all magazines are being read. One way of addressing this could be by the manager  conducting a survey to see which magazines the guests prefer and enjoy reading. The survey can help the manager when having to take the decision on whether the magazines are worth subscribing for or whether it is sufficient to cut down on the number of the magazines, keeping only the ones the guests desire and enjoy. This decision can potentially cut some of the companys costs. Another way of addressing this could be through making more sustainable choices, such as supplying a few reading devices for the lobby and subscribing to digital version. This might cost the company more at first when it has to purches the devices, but will save money long term. In addition to that, more than one guest will be able to read the same magazine at the same time, something that can not be achievable with one hardcopy. The Grand Hotel business however must decide whether it wants to spend time and effort on these budgeting methods, to approach each item and service in detail to improve activities and income. However, if the owners and leaders of the Grand Hotel are pleased with the way the business is being run and the income it recieves monthly or yearly, these time consuming changes are not necessary. The business than does not need to use these detailed budgeting methods and can simple use the incremental budgeting procces as it takes less effort and time, and is easier to use by the whole team. 

3. Task 2
3.1 Importance of budgeting
Budgeting is vital since it allows the hotel to keep track of its expenses, limit its spending, and make profit. Furthermore, making a budget can aid management in making wiser financial choices, preparing for crises, getting out of or becoming debt-free, and remaining preoccupied on the company's long-term financial goals (Wiblin, 2021). When the hotel conducts its finances without a budget, nothing will stop the company from spending money over its means. Sure, the management may have a notion of how much money the company can afford to spend every month, but without concrete, accurate figures, it is easy to lose control of spending patterns (Be The Budget, 2018). The budgeting process is a crucial part of the hotels control systems because it provides a mechanism for effective management, coordination, and control. However, it is typically a difficult procedure that fills individuals responsible in budget preparation with dread (Law, 2016). A private company's objectives, for instance, could consist of maximising revenue. Meeting this goal can then be outlined in the budget by striving for a percentage increase in revenues and possibly decreasing other costs (Think ahead, n.d.). Simply said, keeping a firm on a budget is an essential component of good financial management.

3.2 Understanding of incremental budgeting
A significant portion of incremental budgeting is included in management accounting. To build a new budget, it involves making minor modifications to an existing plan. The budget allocation for the following year is built on the budget for the current year. (Stefanka, 2022). The expectation is that all departments continue work on the present estimates, and any alterations will be added in the following budget. For many businesses, incremental budgeting is a typical and practical technique. This approach is straightforward to use and does not require complex calculations (Divvy, 2022a). Because it does not require any complicated analysis, the manager can accomplish it in multiple departments across a large firm. The team enjoys the assurance of ongoing funding with incremental budgeting because there is no explicit funding requirement. When employing the incremental budgeting technique, changes are discernible after implementation (Finmark, 2022). It is an ideal process for hotels with a small or fixed budget variance. The disadvantage of incremental budgeting is that executives may consume more on their budgets because money is easily accessible. It can result to wasteful and inefficient expenditures. For the most part, the incremental budgeting strategy leads to a dearth of cost-cutting innovation. Because the strategy works, it will be easier to maintain consistency. This method of budgeting could lead to a detachment from reality. It happens since the budgeting estimate and the actual budgeted amount may differ. It is determined by the prior budget rather than the predicted requirements. Although incremental budgeting is simple to design and calculate, it does have certain restrictions. The problem is caused by a non-innovative strategy that is unsuitable for the great majority of company sectors (GoCardless, 2021).

3.3 Activity based
Activity-Based Budgeting is a planning procedure in which the hotel first defines, analyses, and studies the operations that influence the business budget before preparing the budget based on the outcomes (Rudyk, 2018). When activity-based budgeting tools are utilised within the hotel instead of formal budgeting methods, the financial plan can be more controlled. The downside of activity-based budgeting is that it costs more to apply and hence more costly than conventional accounting techniques. Furthermore, technological specifics are essential to keep capture expenses at a certain level. Expense and revenue planning will take place at an exact level, providing important facts about anticipated and upcoming financial models (Hindle, 2003). By utilising activity-based budgeting, the hotel can gain better control and align its yearly budget with the broader company's objectives. It aids in the improvement of the business process by pointing out redundant tasks, which results in a boost in expense due to the amount of research conducted (CGMA, 2013). The traditional method of allocating values or budgets is to use the previous period's upfront expenses, update it for inflation, and calculate the overall cost for the new regime; hence, it overlooks the services cost, that would contribute to no engagement in the process but was still charged.   As a result, by using activity-based budgeting, leadership may identify activities that are truly involved in the production line and price the product or service appropriately, saving money and thereby increasing the company's profit (Srivastav, n.d.).

3.4 Value proposition based
A value proposition-based budgeting approach is one that firms use to determine the degree to which each element on a financial plan will provide value (Rensburg, 2022). The objective is to guarantee that the amount spent adds value to the firm. To accomplish this, firms must first determine their core objectives and then sketch out how each spend will assist them achieve those targets. This budgeting technique is ideal for established businesses and new companies looking to evaluate their most valuable offerings (CFI Team, 2022). Businesses might anticipate increased revenue by assigning a larger amount of their budget to, for example, developing in popular services or sought-after items. Value proposition budgeting is an excellent method for deciding where the hotel can spend money to increase revenue and please current and prospective guests. It is, however, a time-consuming process that necessitates proper planning (Amar, 2022). It is easy to identify where money is being spent and ought to be spent with value proposition budgeting, which is the greatest method to avoid needless expenditure. The hotel can invest money on areas that add more value while reducing unneeded expenses. Furthermore, because it concentrates on high-value regions, it helps the hotel save money while also increasing income. While value proposition budgeting is a fantastic accounting procedure, it may not be optimal if the hotel's purpose is to promote what the company does well. Establishing value is often a time-consuming task, as can constantly re-evaluating budget targets (Divvy, 2022b).
3.5 Zero based budgeting
Hotel businesses are more vibrant and ambitious today than ever before. As a result, the times of hotel budgeting being simply a steady process of incrementally raising past year earnings and expenses are long gone (Acosta, 2006). Effective hospitality businesses are always seeking ways to enhance their capacity to anticipate ongoing development and associated resource needs, enabling them to adjust their financial strategies as necessary to keep up with their competitors (Chamber of Financial Auditors of Romania, 2021). Not only does it alter the significance of the budget and forecasting procedures, but it also changes the traditional methodologies employed in budgeting processes. The term zero-based budgeting refers to the concept that such budgets are created from a zero base; that is, all financial accounts have a value of 0 at the start of the planning cycle. This is in stark contrast to the incremental budgeting approach, in which a spending plan typically begins with an estimated balance of the previous year's final value (Lund, 2019). The goal of establishing a zero-base budget is to obtain an optimal capital allocation that incremental and other budgeting strategies are unlikely to provide. In terms of revenue, asking managers to specify and explain their areas of responsibility is the first step in zero-based budgeting. Leaders are forced to defend their work when using zero based budgeting. The zero-based budgeting approach has a lot of advantages in terms of pushing personnel at all levels of the hotel to participate in the budgetary control (Kumar, 2020).

3.6 How budgeting control can support sustainability
Sustainability is not a choice; it is a requirement. Once the business has these environmental rules in place, the hotel and hotel neighbourhood become more energy efficient and clean, and the wellness of the facility, visitors, staff, and society all improve (Arno, 2021). While many would think that being a sustainable business would cost the company more, that is not necessary the truth. For example, changes such as switching to renewable energy can save the business money while helping it to become greener as well (Baker, 2022). If the hotel looks at how it can control its budget to save money it can implement changes that are sustainable at the same time. These changes not only will save the business money but also bring more revenue by attracting new guest with its green marketing. Other changes the hotel can make is to introduce a water filter system that allows the business to reuse water in efficient ways; use long lasting products that are more environmentally friendly, and switch to digital where possible. 

4. Conclusion
To conclude, the Grand Hotel would benefit of the zero-based budgeting method which will question the need of all the items and services used. Although the business is thriving and might not need such a strict method, it would help the business cut on costs while at the same time look at items that can be replaced with a more sustainable and cheaper version. 




5. Reference list
Acosta, J. (2006) Zero-Based Budgeting in the Hospitality Industry. Available at: https://www.4hoteliers.com/features/article/1572 (Accessed: 17 October 2022).
Amar, A. (2022) The Basics of Budgeting. Available at: https://www.datarails.com/business-budgeting/ (Accessed: 19 October 2022).
Arno, C. (2021) Green Budgeting: preparing your business for 2030. Available at: https://www.pawprint.eco/eco-blog/green-budgeting-preparing-business-2030 (Accessed: 20 October 2022).
Baker, D. R. (2022) Renewable Power Costs Rise, Just Not as Much as Fossil Fuels. Available at: https://www.bloomberg.com/news/articles/2022-06-30/renewable-power-costs-rise-just-not-as-much-as-fossil-fuels?leadSource=uverify%20wall (Accessed: 20 October 2022).
Be The Budget (2018) Why Is Budgeting Important? 10 Key Benefits. Available at: https://bethebudget.com/why-is-budgeting-important/ (Accessed: 18 October 2022).
CFI Team (2022) Types of Budgets. Available at: https://corporatefinanceinstitute.com/resources/knowledge/accounting/types-of-budgets-budgeting-methods/ (Accessed: 18 October 2022).
CGMA (2013) Activity-Based Budgeting (ABB). Available at: https://www.cgma.org/resources/tools/essential-tools/activity-based-budgeting.html (Accessed: 20 October 2022).
Chamber of Financial Auditors of Romania (2021) Reconsidering Budgeting after the COVID-19 Outbreak. Audit financiar (Bucharest, Romania), 19(162), pp. 351-358.
Divvy (2022a) Is incremental budgeting right for your business?. Available at: https://getdivvy.com/learn/incremental-budgeting/ (Accessed: 19 October 2022).
Divvy (2022b) Value proposition budgeting: Is it right for your business?. Available at: https://getdivvy.com/learn/value-proposition-budgeting/ (Accessed: 21 October 2022).
Finmark (2022) Incremental Budgeting 101: A Beginner’s Guide. Available at: https://finmark.com/incremental-budget/ (Accessed: 20 October 2022).
GoCardless (2021) What does incremental budgeting mean?. Available at: https://gocardless.com/guides/posts/what-is-incremental-budgeting/ (Accessed: 19 October 2022).
Hindle, T. (2003) Guide to management ideas. 2nd ed. New York: Profile Books.
Kumar, P. (2020) Zero Based Budgeting: Budgetary Control. Available at: https://hmhub.in/zero-based-budgeting-budgetary-control/ (Accessed: 20 October 2022).
Law, J. (2016) A dictionary of accounting. 5th ed. Oxford: Oxford University Press.
Lund, D. (2019) Zero Based Expenses – How to Plan and Manage. Available at: https://www.hospitalitynet.org/opinion/4093947.html (Accessed: 19 October 2022).
Rensburg, G. (2022) Value Proposition Budgeting—Smart Spending to Build a Business. 
Available at: https://webtribunal.net/blog/value-proposition-budgeting/#gref (Accessed: 20 October 2022).
Rudyk, K. (2018) Priority-based business planning and budgeting. Municipal World, 128(6), pp. 13-15.
Srivastav, A. K. (n.d) Activity Based Budgeting. Available at: https://www.wallstreetmojo.com/activity-based-budgeting/ (Accessed: 19 October 2022).
Stefanka, L. (2022) Incremental Budgeting: Everything You Ever Wanted to Know. 
Available at: https://relayfi.com/blog/incremental-budgeting (Accessed 18 October 2022).
Think ahead (n.d) Comparing budgeting techniques (Incremental v ZBB). Available at: https://www.accaglobal.com/hk/en/student/exam-support-resources/fundamentals-exams-study-resources/f5/technical-articles/comparing-budgeting-techniques.html (Accessed: 19 October 2022).
Wiblin, B. (2021) Why Is Budgeting Important?. Available at: https://www.firstrepublic.com/insights-education/why-is-budgeting-important (Accessed: 19 October 2022).



[image: Graphical user interface, application, table, Excel

Description automatically generated]6. Appendix with Excel Budget planner








2

image1.png




image2.png




image3.jpeg
Payment on business accounts.
Cash sales

Interest Received

MiniBar

Resturant
Freenold

Fixtures and fttings
‘Wardrobe

‘Sky Subscription
Property expenses
Car Insurance
‘Premier league license
Laundry

‘Energy costs
Payments to suppliers
‘Wages

Mini Bar

Training

Virgin Pass.
Vehicles lease
Uity Bils

Van

Petrol and diesel
Rates

Valeting

Marketing
Overdraft Interest
Beverage
Magazines.
Overtime
Newspaper

‘Building Insurance

185000 166000 185000 140000 142000 149000 156,500 166000 174000 149,000 150,900 150,800 1915.100
[

405 2737 4706 7127 8,286 9525 11127 12926 15236 17.379 19221 20934 129609
5,900 8900 8,900 8,900 8.900 8900 8900 8900 8900 8900 8900 8900 106,800
194305 177,637 198606 156,027 159,186 167,425 176,527 188,726 198,136 175279 179,021 180,634 2,151,509
27800 27800  27.800  27.800  27.800  27.800 27,800 27,800 32100 27.800 27.800 27,800  337.900
o

0

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

1,250 1.250 1,250 1,250 1,250 1250 1250 1250 1250 1250 1250 1250 15000

0

8,000 8.000

6000 6000

1625 1625 1625 1625 1625 1625 1625 1625 1625 1625 1625 1625 19,500

o

0

57500 57500 57500 57500 57500 57,500 57,500 57.500 57.500 57,500 57,500 57.500 690,000
7.000 7.000 7,000 7,000 7.000 7000 7000 7000 7000 7000 7000  7.000 84,000
7.500 7.500

2,500 2,500 2500 2,500 2,500 2500 2500 2500 2500 2500 2500 2500 30,000
2750 2750 2,750 2750 2750 2750 2750 2750 2750 2750 2750 2750 33,000
2,000 2,000 2,000 2,000 2,000 2000 2000 2000 2000 2000 2000 2000 24,000

0

1,000 1,000 1,000 1,000 1,000 1000 1000 1000 1000 1000 1000 1000 12,000
3,200 3,200 3,200 3,200 3200 3200 3200 3200 3200 3200 32,000
540 540 540 540 540 540 540 540 540 540 540 540 6480

o

0

2,700 2,700 2700 2,700 2700 2700 16,200
2,150 2,150 2,150 2150 8,600
3,400 3,400 3,400 3,400 3,400 3400 3400 3400 3400 3400 3400 3400 40,800
1150 1150 1150 1150 1150 1150 1150 1150 1150 1150 1150 1150 13,800
5.500 5.500

116,565 112015 117915 117,365 _ 117,915 114,015 116565 111715 126715 113,865 121,15 117,715 1404,280
13500 91240 156862  237.553 276215 317486 370,896 430,858 507,860 579,200 640.704 697,810 4,320,283
77740 65622 80691 38662 41271 53410 59962 77011 71421 61414 57106 62919 747.220
91.240  156.862  237.553 _ 276.215  317.486  370.896 430858 507.869 579.290 640704 697.810 760729 5.067.512





 


 


G


rand Hotel Budget 


Planner


 


 


 


 


 


     


 


UNIVERSITY OF WALES TRINITY SAINT DAVID


 


     


 


Nicolae Adrian Puiu


 


2025173


 


Financial Management for the Hotel 


Industry


 


BMIH5007


 


Dale Clarke


 




    G rand Hotel Budget  Planner          

        UNIVERSITY OF WALES TRINITY SAINT DAVID          

Nicolae Adrian Puiu   2025173   Financial Management for the Hotel  Industry   BMIH5007   Dale Clarke  

