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Executive Summary:


The report presents the Grand Hotel’s annual budget plan and makes suggestions for reducing some costs and increasing sustainability. The report give answer to questions such as: Why is the budget important? Or how does budgetary control support sustainability? In addition, the report comprehensively analyses four budget types presents and analyses. 
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1. Introduction 
Buget planner. Different things come to mind when you hear this phrase. For some people it is forecast, for others it is awareness, but there are also those who only have stupid numbers. On the other hand, it can be fully stated that budget planning is part of our modern society and one of the pillars of economic processes. Just like the states of the country, fund managers and businesses also prepper budget plans that help prepare for future expenses and thus help to build the economic indicators. Budget planning is not only prepared by large market players. Nowadays more and more people want to live consciously and manage their expenses consciously which is why budgeting is very important for families and individuals. Just think about how useful it is to see our expenses itemized so we can also know which ones are worth cutting back on so that we can make space for achieving our other current goals. Budget planning is a vital and essential thing for companies in the hospitality industry and for all players in the hotel industry. The following report presents the Grand Hotel’s (fictitious) annual budget plan and all expected expenses and the proposal to optimize these expenses, and the report discusses what budget plans are available now and which is the most optimal for which type of business.
2. 500 words Analysis of Grand Hotel budget planner
The Grand Hotel is in London. The hotel also has an excellent restaurant and an average of almost £250 per room per night. The Grand Hotel has a very significant expenditure/cost list consisting of twenty-seven items. The Hotel’s expenses are very varied. Due to the variety of expenses, it can be stated that the Hotel tries to target a wide range of people who want to relax with its range of services. Nevertheless, it can also be stated that among the Hotel’s costs there are items that are completely unnecessary, there are items that can be optimized and there are services that can be increased to generate a lot of income. The goal is to optimize expenses that result in project growth. In terms of expenses, there are expenses that can be drastically reduced in the long term, but this requires investment which requires capital, but these investments increase sustainability.
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The most appropriate budget for the Grand Hotel is an incremental budget. The reason for this is that the hotel has a lot of different items on its expenditure list and the hotel has past expenditure and income data, which greatly help in building the incremental budget plan and because this budget from is the most appropriate because it is easy it interpret and transparent. However, the hotel has expenses where a different approach must be used in order to reduce costs.
Proposal:
· Reduction of magazine subscriptions: £8,600 is spent on magazine subscriptions annually it is wort checking which magazines are the most popular among guests and if you can cancel the less popular ones, this is a cost reduction that does not come at the expense of the quality of the service, but the annual subscription for magazines can be cut in half coast. (Save £4,300/Year)
· Minibar optimization: The annual cost of the minibar is £84,000 but the income from it is “only” £106,800, I.e., the net profit is £22,800. This amount can be increased if you sell the hotel’s minibar products with a higher margin, but you can only do this if a higher price does not scare away guests who want to buy from the minibar, so it is worth increasing the price only on a small scale, say by 5%. This case we are talking about the application of a budget based on a value proposition, because the cost of the minibar appears among the expenses, but it can be resold immediately, I.e., it immediately creates value (profit) for the hotel. In the case of 5% increase the hotel will gain £5,340 in additional revenue (provided that the desire to consume remains).
· Petrol & Diesel card: Hotel can save up 3% annually if you sign a contract with a charging station. (Save £360/year)
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Grand Hotel Budget Planner:
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3.1 Importance of budgeting
The budget is extremely important not only for businesses but also for families and individuals. This is even more true nowadays where expenses are rising a lot and a well-planned budget, and its adherence help to achieve financial security. The budget helps organize the flow of money, thereby enabling transparency which helps the business to ensure that expenses do not exceed income thereby making the business profitable in the long term (Practical Business Skills, no date).
Amy Bell (2022). The following few points discuss the importance of the budget:
· Helps you achieve your goals: Education for consistency and awareness. It organizes expenses so you can know how much money is left to achieve other goals. 
· Help in the construction of capital: Safety capital is very important when unexpected costs arise.
· Helps to shed light on unnecessarily expenses: Optimizing (reducing) the expenses. The released money helps in the realization of other goals. 


3.2 Understanding of incremental budgeting
For hotels, incremental budgeting is an easy and successful type to apply. It can be used for hotels because the hotel’s budget remains stable in the long term with minimal changes, that is a hotel is generally aware of what guaranteed expenses it will have and when for example: utility bills, salary payments, insurance fees. Also, the hotel can calculate the expected revenues for example: they can calculate seasonal revenues based on previous year’s statistics, booking.

6


Incremental budgeting, the current budget is used as a base to which incremental assumptions are added or subtracted from the base amounts to determine new budget amounts (CFI, 2022). For example, for next year’s budget planning, it is wort starting from the figures of the current, so these dates are clearly available and understandable for everyone, you can add to or subtract from these numbers (usually add) to create the new budget. For example, if a hotel pays £5 for insurance in the current year, it is expected to increase next year (roughly in line with inflation), I.e., in next year’s investment plan it is worth calculating a fee of £6.5, in this case £1.5 extra cost add to the insurance expenses to next year.
Based on these, it can be said that it is worth using in companies where there is continuity and the previous year’s budget is helpful every year. 
Nevertheless, it can be said that the incremental budget is the most accessible business budgeting method because it is easy to apply, but it can also be said that it is the most conservative and very inflexible (Divvy, 2021). 

Gandhi (2021)
[image: ]
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3.3 Activity based
Liberto (2020) activity-based budgeting (ABB) is a system that records, research, and analyses activities that lead to costs for a company. Every activity in an organization that incurs a cost is scrutinized for potential ways to create efficiencies. Budgets are then developed based on these results.
The ABB system differs greatly from traditional cost calculation methods. The ABB does not start from past cost calculation data like businesses with a multi-year budget plan. The ABB system doesn’t just start from dry numbers, it examines the work process and optimizes all cost associated with it. After the optimization, the new work process is designed in such a way that the activity is more efficient, more cost-effective, I.e., more profitable. The budget is prepared after examining and optimizing the activity, I.e., the cost factors. 
ABB – Steps: 
1. Identification of cost factors of activities.
2. The numbers of units related to activities within each cost factor must be determined.
3. Calculate the cost per unit of activity related to the given cost factor (CFI,2022)
In most cases, the result of using the Abb system is that the management reduces the scale of revenue-generating processes, that is the company can produce the given product more cost-effectively, which result in an increase in profit (Accounting Tools, 2022).
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3.4 Value proposition based
Stefanka (2022), the value-proposition budget is also called a priority-based budget. This budgeting method analyses the expenses of business for a given financial period. This form of budget evaluates expenses based on how much value a certain expense will bring to the company in the future, based on these, the management can build a prioritization order in the organization of expenses. Van Rensburg (2022) The purpose of the budget proposal is to ensure that all money spent generates positive value for the business, therefore prioritizing goals and mapping related expenses is limited.  For this budget it is important to know the income and expenditure results based on your past results. These data can be used to make priority decisions. For example, if know that a release brought great value, it is worth continuing or strengthening it. In the case of a restaurant this means that if there is a product that has a very high turnover rate, I.e., a lot of it is sold, then it is worth selling this product with a higher margin or ordering more of it and thus buying a larger stock at a cheaper price (unless storage means additional cost). The VPB prioritizes the expenses that bring the most financial return and puts in the background those that do not produce enough value for the goals. 
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Steps to follow for the value-proposition budget:
1. Accurate definition of goals, vison and expected result.
2. Defining and ranking the programs, services, products that bring capital.
3. Matching resources to the most productive product/service. 
3.5 Zero based budgeting
The zero-based budget (ZBB) is a budget in which the new budget is always started from scratch. It does not take anything as a basis from past budgets, that is in this case there is no starting point, but it is completely free from the limitations of the past assumptions and goals. Every expenditure or income is built up from the ground up, every income and expenditure must be justified. The use of the ZBB is becoming rarer because it costs a lot of time and a new budget must be planned every period, but it can be useful for companies that need a more structured cost management approach or where improvements are made with cost-saving goals (Deloitte, 2022). The aim of ZBB is for the managers to justify the cost and the aim is to increase the value of the company not only by optimizing revenues. This can be beneficial in relation to the activity of the managers as it requires greater and continuous attention which increases the targeted attention of the management. The ZBB can prevent the incorrect distribution of resources which can sometimes occur when the budget grows, Broch (2022).  
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3.6 How budgeting control can support sustainability
Budget control greatly affects sustainability. The hospitality industry has a dramatic impact on the environment in terms of energy and water consumption. It is the duty of the hospitality industry to pay attention to environmental, economic and social sustainability. The appropriate budget helps to increase sustainability even if this often involves a financial investment that pays off in the long term. The investments made for the sake of sustainability have cost-reducing and profit-generating effects, not to mention that it reduces the company’s oenological footprint (South Wales, no date).
The best example is the renovation of the energy and water management system. Buying solar panels and energy-saving devices and bulbs means a big financial investment, but it can drastically reduce the among of energy bills in the long run. In today’s hectic energy environment, where prices are in the sky this is extremely important. The same investment can be made for water management, the purchase of water-saving toilets, dishwashers and faucets will help reduce the amount of bills.
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The best example is the renovation of the energy and water management system. Buying solar panels and energy-saving devices and bulbs means a big financial investment, but it can drastically reduce the among of energy bills in the long run. In today’s hectic energy environment, where prices are in the sky this is extremely important. The same investment can be made for water management, the purchase of water-saving toilets, dishwashers and faucets will help reduce the amount of bills. 
Thes investments can generate profit immediately before the long-term return, because sustainability investments help to improve the image of the brand. Sustainability is important to most consumers and 62% of travellers are looking for environmentally friendly fibres (UCS, no date).
4. Conclusion: 
The importance of the budget cannot be emphasized enough. Without the structure of the budget and its exact observance we cannot talk about economic stability. The budget is the driving force of the economy, let’s think about the conditions that can arise if a business does not have or dose not adhere to budget plan. It probably meant chaotic cash flows and would slowly push the business towards economic collapse. In the case of the Grand Hotel, we cannot talk about this, because the Hotel has a detailed budget plan. At the same time, it is wort mentioning that even in the case of the grand Hotel, there are points that require revision, the correction of which could mean financial income for the hotel. Furthermore, every business must find the type of budget that best suits the company’s parameters and manager’s goals. After that you only must stick to the budget so that the business operates as profitably as possible. This report proposes to the Grand Hotel what cost reduction steps they can take and what investments they can make to generate even greater profit in the long term and reduce their ecological footprint. After studying the report, the reader will be aware of the importance of budget control and how a well-observed budget control supports sustainability, and the reader will also know what types of budgets exist.
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