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[bookmark: _Toc117719930]Executive Summary

Both Budgeting and Forecasting tools are necessary for a company to be successful. Budgeting sets the organisation's objectives, while forecasting defines its expectations.
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1. [bookmark: _Toc117719931]Introduction

Budgeting is the process by which a plan or estimate is leaded by the financial department. Its objective is to help manage and control the company's income and expenses for a specific period. Thus, the budget constitutes the roadmap to be followed by the business, is related to the company’s strategy, and economic objectives.
Forecasting makes it possible to predict whether the organisation will meet the expectations set out in the budget. It allows, firstly, to set new targets to correct deviations. Secondly, it identifies trends. Finally, it provides greater clarity about the organisation's financial position. Through forecasting, we can manage the budget.

Therefore, Budgeting and Forecasting processes are essential for successful economic management. They must be used in a coordinated and aligned way.



2. [bookmark: _Toc117719932]500-words analysis of Grand hotel budget planner

Below is a breakdown of the forecast analysis from April of this year to March 2023 cast of the hotel located in London under the name The Grand Hotel.
The bank account at the beginning of the month was in credit with an amount of £13,500 and therefore an interest rate of 3% was applied every two weeks if the numbers were kept positive at the beginning of each month until March 2023. The total receipts for the month of April were high with a base receipt of £194,305 pounds with an interest received of £405. Total expenses were £112,065, giving us a monthly cash flow profit of £82,240 making a total monthly profit of £95,740. Having a positive balance, a 3% interest rate was re-applied starting the month of May with a profit of £2,872. The total receipts that month decreased as the payment on business account was a total of £166,000.
Compared to the first month where £185,000 were obtained. Expenditures for the month of May increased slightly but remained in line with the previous month. On the other hand, it can be seen that the month of June was a month of high profits by almost £200,000 with an interest credit received of £4849 pounds. This compensated for the over expenses that were incurred this month.
In an analysis crescent, an upward trend line can be seen in the total starting capital from July to December, this being a high season in the hospitality sector. The average expenditure for these months is around £155,000, reaching once again £198,500 in only six months with an estimated cash from a minimum of 40.000 to a maximum of 82.000 Expenses on the other hand tended to fall from £115,400 to £111,000 in November. 
The beginning of the year, such as January, is always a slow month as the winter season ends and clients return to their routines. Interest was received due to the gains in December with a total of £17,800 with a growth of this in February with a total of £21,500 and a total of £181,200 in revenue. Expenses continued to remain flat at £120,000 until the end of The Grand Hotel's forecast analysis.






3. [bookmark: _Toc117719933]Task 2

3.1 [bookmark: _Toc341883016][bookmark: _Toc117719934]Importance of budgeting

There are several benefits of budgeting that support economic management in the hospitality industry.
A budgeting plan delivers management with a holistic view of the company's operations and results, allowing them to make informed and timely decisions, thus translating the company's objectives into actions by specifying the resources, revenues and activities required to conduct the strategic plan for the budgeted year.

At the business level, it is a valuable tool for calculating the efficiency of middle management by giving them both operational and financial accountability and forcing them to conduct periodic business management evaluations.
It is vital to develop a correct structure, determine the responsibility and authority of each organisation member and commit to maintaining a controllable historical data file.
Undoubtedly, enclosing a financial plan allows one to know in advance the surpluses or shortages of funds and to detect when it is convenient to resort and improve economic management. Therefore, it motivates the planning and timely follow-up of the company's situation.
Budgeting is a direction, a strategic plan through which it can detect and correct past mistakes and where to plan new investments or innovation actions. The basis of the budget is that it allows the correct information to make the right decisions in real time.









3.2 [bookmark: _Toc117719935]Understanding of incremental budgeting

Incremental budgeting is a budgeting method established on the idea that the most helpful way to create further funding is to present some marginal modifications to the existing budget only. In other terms, with incremental budgeting, the existing budget is used as a command to which total deductions are counted or deducted from the base parts to define the new budget shares. Among all budgeting procedures, incremental budgeting is frequently viewed as the most traditionalistic approach.
The benefits of incremental budgeting can be varied, and it is an affordable way to get closer to the desired result.
The advantage of this method is the simplicity of working on the task for future budgeting. It does not require complicated analyses or calculations, thus facilitating the company's management and preserving time in investigating its development.
Another benefit of this method is funding stability, helping to ensure that funding remains stable over time and that expenses are manageable for the project. This technique benefits companies with tasks that require short- and long-term analysis to create a simple and quick turnover increase target, analyse the trend and develop a viable strategy created from the company's forecast over the years.
In addition to the simplicity and consistency of this incremental methodology, it is essential to know when to apply it. The method can have disadvantages, such as promoting unnecessary expenses for the company or discouraging innovative processes. The misuse of this methodology can enter a process in which incremental increases are placed in departments that may not need to have expanded every year but will still grow due to the overall incremental process applied in the business.
If we talk about producing pioneering ideas in regulations and growth, we must mention that there needs to be more room for creating these. This budgeting process limits the development of a business with an open mind to innovative marketing activities, and the company settles into a more conservative working environment.





3.3 [bookmark: _Toc117719936]Activity based

Activity-based budgeting is a method in which the budget result or objectives are determined first. After specifying and setting the configurations, all cost factors required to achieve the objective or result are analysed. Afterwards, a cost report is formulated that considers all these cost drivers.

The purpose of the research is the assignment of compromises to an activity. This approach makes it possible to adapt operations to the company's results, and it also makes it possible to increase the profitability and operability of the company.
In applying this methodology, the previous year's budget or expenditure is not considered. This method conducts a detailed analysis of all activities involving a cost.
Activity-based budgeting concentrates on the corporation's short-term goals not taking into account the organisation's long-term strategy. Focusing on short-term instead of long-term objectives can be ruinous for the organisation.

3.4 [bookmark: _Toc117719937]Value proposition based 
 
The value proposition budgeting technique puts everything that goes into financial planning under close examination—analysing the Budget with a deep and sharp vision. The value proposition will consider why items exist in a budget, how much value they offer, and whether it is financially viable to continue to pay for them.

This budgeting system avoids excessive costs and allows companies to remove unnecessary expenditures from their plans and identify key cost drivers. It is a straightforward way to ensure that companies are not channelling money into unnecessary avenues by emphasising the value that distinct aspects of operations deliver to employees, customers, and stakeholders.




3.5 [bookmark: _Toc117719938]Zero based budgeting

Zero-based budgeting is a method used by companies to put a more significant focus on each expense. At the beginning of each financial or accounting period, the budget begins from a "zero base", which signifies that the credit and expenses of the prior period are not carried forward.
In other words, the idea is that revenue minus expenses equals zero at the end of each period. Zero-based funding requires that all expenses are justified. 
All financial conditions are added to the budget regardless of whether it is more elevated or downward than the start date, thus giving the budget rollback to zero bases when the company moves to the next financial period.

When using traditional budgeting, only new expenditures are researched. On the contrary, as zero-based budgeting starts each period "at zero," it is more meticulous, ensuring that even recurring expenses receive proper attention and justification.
This methodology benefits companies with tight budgets because it helps them reduce costs. In addition, there is also a more significant emphasis on value with zero-based budgeting, as executives must justify each expense with an assessment of how it adds value to the corporation.

Unlike other budgeting methods that only involve making arbitrary changes to the previous accounting period's budget, zero-based budgeting forces all departments to review cash-flow-generating elements and calculate operating expenses. 
This aids cost reduction by providing a clear picture of expenses versus desired performance.
It is essential that eliminating all redundant activities that do not generate profits helps identify opportunities and more cost-effective ways of doing things. With this method, it is easier for companies to eliminate operations that do not generate an adequate return on investment.

The zero-based methodology encourages the efficient allocation of resources in each department, as it does not focus on historical numbers but actual ones. Rationalising spending and focusing on those elements that directly benefit the organisation through increased value, cost reduction and process optimisation, among others, helps support continuous improvement in the long term.
The enterprise strengthens clarity and strategic growth by meticulously focusing on justified spending and integrating spending with organisational objectives. Project leaders must present convincing and clear explanations while simultaneously leading them to demonstrate how to support their objectives and the organisation's overall growth, profitability, and competitive performance.
Moreover, unlike the incremental budgeting method, this technique encourages innovation and minimises waste by spending money to protect next year's budget from cuts and promote its increase.

3.6 [bookmark: _Toc117719939]How budgeting control can support sustainability 

Sustainable finance is finance that adopts ethical criteria and includes social and environmental factors in long-term investment determinations. This method to finance represents a change of culture for the financial world, which is gradually adapting to meet the demands of an increasingly aware public.
Using the Triple Bottom Line method, the enterprise can grow how it comprehends it function in the present industry and the capability to prevail in the future. Corporate sustainability evaluates the capability to be in business for an indefinite period. Based on the influence on the environment, the association with the community, and the contribution to the economy
-To respect environmental sustainability, the company must comply with the use of renewable energy and energy consumption, the dedication to recycling, the amount of water withdrawn from local sources and the control of gas emissions.
-The approach to a sustainable economy should refer to the company's impact on the environmental economy. One of the ways that would facilitate this would be to help local businesses to innovate and to function as suppliers. Among other things are employee wages and this impact on growth and conscientious spending and the choice of economically viable materials that do not create environmental problems, such as cheap chemicals with high emissions.
- The Social bottom line measures the company's human capital benefits, including its position in the local community in which it operates. This line is improved by getting involved in the community in every way, from the contribution of jobs, engagement activities between staff and local citizens, and the health and economic facilities offered within the work environment.
All three aspects define if the business can stay in interaction and generate returns.
4. [bookmark: _Toc341883019][bookmark: _Toc117719940]Conclusion

All budgeting methodologies and techniques are relevant and applicable to any company. To get the most out of a particular technique, it is necessary to consider which budgeting technique best works for the company carefully. All large companies have departments prepared to evaluate, analyse, and discard a procedure that may be unsuitable for the company. The decision on which method to apply depends on many factors, such as the market situation, the complexity and availability of resources, sector competition and the size of the business.
To conclude, there are different modes of qualifying funding, and no best method fits all. The choice of method depends upon the type of business requirements. However, choosing the proper budgeting strategy goes a long way toward better business execution.
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Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Total

£ £ £ £ £ £ £ £ £ £ £ £ £

Receipts :

Payment on business accounts 185.000 166.000 185.000 140.000 142.000 149.000 156.500 166.900 174.000 149.000 150.900 150.800 1.915.100

Cash sales                        

Interest Received 405 2.872 4.840 7.301 8.526 9.807 11.413 13.321 15.639 17.830 19.746 21.511 133.211

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

Total Receipts 194.305 177.772 198.740 156.201 159.426 167.707 176.813 189.121 198.539 175.730 179.546 181.211 2.155.111

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    

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                        

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                        

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

Salaries                        

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                        

Cars Insurance 8.000 8.000

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 1.350 1.350 1.350 1.350 1.350 1.350 8.100

Magazines 2.150 2.150 2.150 2.150 2.150 2.150 2.150 2.150 2.150 2.150 2.150 2.150 25.800

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 12.650

Building Insurance 5.500 5.500

Total payments 112.065 112.165 116.715 115.365 116.715 114.165 113.215 111.865 125.515 111.865 120.715 117.865 1.388.230

Balance b / f 13.500 95.740 161.347 243.372 284.208 326.919 380.461 444.059 521.315 594.339 658.204 717.035 4.440.499

Net cashflow in month 82.240 65.607 82.025 40.836 42.711 53.542 63.598 77.256 73.024 63.865 58.831 63.346 766.881

Balance c / f 95.740 161.347 243.372 284.208 326.919 380.461 444.059 521.315 594.339 658.204 717.035 780.381 5.207.380


