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Executive Summary

This report details the Grand Hotel's current budget. It describes the various budgeting strategies to assist the hotel in selecting one that will benefit it.
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1. Introduction
The below report details the financial plan of the Grand Hotel in London. This implies that the way the business is managed leads to a positive credit in their account. It is additionally explored what adjustments the business could undertake to improve services, raise income, and become more sustainable. The paper describes the various budgeting strategies to assist the hotel in selecting the one that will benefit it the best.

2. Analysis of Grand hotel budget planner
The Grand Hotel Budget planner illustrates that the company generates revenue each month, which means that it earns interest in addition to the positive balance. It is also evident that the hotel's closing balance is increasing month after month, implying that the interest earned is increasing as well. This implies that the hotel is a booming business, and employing the incremental budgeting method would suffice because it is straightforward for any team member to comprehend and takes little time to prepare. However, the hotel could generate significantly more revenue if it examined the goods it requires, could do without, or just needed to change. The activity-based budgeting strategy would not be appropriate for the Grand Hotel since it would require too much attention and energy with little benefit. However, value preposition or zero based budgeting would most positively boost the Grand Hotels capital budget. For example, the hotel may alter a portion of its expenses, such as newspapers and periodicals. By subscribing to digital copies, the hotel can save money in the long run while providing guests with a modern source of literature. This modification can help the Grand Hotel become more sustainable and attract more guests by utilizing modern methods. Another factor that would be noticeable in the zero based budgeting method is the cost that the three vehicles on lease put on the company. This service brings expenses such as lease finance, petrol, insurance and valeting; without bringing any income in return. The Grand Hotel can chage these expenses by leasing electric cars which are cheaper to run. In addition to switching to electric cars, the company can charge guests for the services of the vehicles, whether they are renting from the hotel during their stay or are being shuttled to and from the airport by the hotel. It is critical to balance the costs of the automobiles against the possible income they could bring, since this can indicate whether this service is necessary. If the service is a popular one between the guests it can also bring revenue, however if this service is not often used the  expenditures are not required. And the Grand Hotel would benefit more from collaborating with a transportation business, rather then offering the service themselves. Another change the hotel could make is introducing a marketing approach to the hotel's expenditures. This change may require extra money, however it will boost the number of guests, thus the income as well. Based on the Grand Hotel financial analyser, the business wisely distributes the expense of some bills over the year, such as building and car insurance, wardrobe, training, and premier league licensing. This enables the hotel to keep the monthly spending as consistent as possible. 

3. Task 2
3.1 Importance of budgeting
When it comes to business challenges, learning how to budget efficiently is what distinguishes the organisations that thrive from those that barely scrape by. Budgeting is the procedure of designing and overseeing a financial display that estimates revenues and costs for a given time frame. Budgeting is a vital skill for hotel owners and managers to ensure their teams have the funds they need to execute initiatives and meet objectives (Cote,2022). Budgeting entails crunching numbers, paying attention to the details, and making informed decisions regarding allocating funds. The primary objective of budgeting is to guarantee that the hotel has enough resources to accomplish its goals (Total Advice Partners, 2018). By preparing financials ahead of time, the organisation may evaluate which department need additional resources and which can be cut down on (My Money Coach, n.d.). If, for example, a department must recruit an extra person to scale operations, planning for that ahead of time allows the organisation to anticipate other expenditures. Budgeting for a future period entails not just allocating expense but also establishing how much revenue is required to meet the hotel's objectives. A budget is a monetary blueprint for the upcoming months that outlines how much money should be made and spent on various products if everything goes as planned (Bucheanu, 2018). However, the corporate world is far from predictable. Circumstances beyond company control might have an immediate impact on hotel revenue or lead priorities to shift. Given the expected commencement of the coronavirus pandemic in 2020. The economic consequences of travel restrictions, lockdowns, and other security measures were extensive and unanticipated. Executives were compelled to hastily restructure budgets to account for huge losses and increasing safety concerns. Executives are revisiting their budgeting practices more than two years later to make it easier to turn if necessary. McKinsey (2020) has noticed a shift toward zero-based budgeting to calculate the minimum resources required to exist as a business, should the situation require it. A budget provides a plan for the hotel; keeping an agile attitude allows the manager to adapt that plan and help guide the company through difficult times.

3.2 Understanding of incremental budgeting
Incremental budgeting is the typical planning approach in which the budget is initiated by commencing with the present budget cycle or existing production and then adding growth in this segment for the next accounting periods (Think ahead, n.d.). Changes for items like inflation or projected rises in sales prices and expenditures will be taken into consideration in this incremental dosage. This is a popular strategy in firms where administration does not require to spend an abundance of time improving budgets (Accounting Tools, 2022). Incremental budgeting is simple to create and thus quick. It is also simply allocated to more junior members of staff because it is straightforward to organise and comprehend. It requires little preparation time, resulting in reduced preparation costs. The incremental budgeting process guarantees that departments work consistently and regularly over lengthy periods of time. The disadvantage of incremental budgeting is that it provides no motivation for management teams to attempt to reduce costs (Finance Management, 2022). Therefore, they could end up wasting capital purely for the sake of consuming it. Having known that if it is not spent this year, they will not be apportioned the funds next year because they will be considered not to need it. The primary advantages of incremental budgeting are transparency and consistency. However, as described above, this budgeting scheme might have long-term ramifications. This budgeting strategy's conservative, as well as its lack of flexibility and consequent incapacity to adapt to internal and external changes, put a potentially restriction on the organisations function in today's highly competitive business climate.  In principle, incremental planning is applicable only if the management team is confident that the hotels budgets will remain consistent over time with only modest changes. In other circumstances, more advanced budgeting procedures are advised (CFI Team, 2022a).

[bookmark: _Hlk117524977]3.3 Activity based
The history of activity-based budgeting is built mostly on activity-based costing strategy or notion (Law, 2016). Activity-based budgeting is a strict budgeting method that is frequently used in combination with cost-cutting measures. It is an effective method of budgeting for new businesses that are trying to keep costs under control while also providing important input into the expenses that drive income (CFI Team, 2022b). While more intensive than a typical budget, activity-based budgeting can be a very beneficial approach. An activity-based budget is one that examines each cost in a company. An activity-based budget, as the name suggests, is generated by identifying the activities that bring the cost (CGMA, 2013). The procedure is unconcerned about the sort of costs or their significance to the business. Before being included in the budget, the activity-based budget process requires that each expenditure be carefully investigated and explained. It takes significantly more time and money than an incremental budget because of the heavy importance put on investigating and explaining each item. The organisation must consider the costs and benefits of spending the time and resources needed to conduct a successful activity-based budget (Datarails, 2021). The process of examining, studying, and justifying every spending in the organisation, which performs two vital things for a corporation, is probably the most evident benefit of building an activity-based budget. It compels the firm to become intimately acquainted with every cost related with revenue production, and it assists the company in working together to develop solutions to decrease and manage expenses (Stevens, 2004). An activity-based budget is intended to assist the business in maintaining its existing level of revenue while simultaneously minimising its costs. An activity-based budget can thus be a powerful tool that, in theory, should enhance the bottom line. Although an activity-based budget can assist any industry, it is not necessarily the ideal option for every organisation (Accounting Tools, 2022). An activity-based budget may be too time consuming and ineffective for well-established firms with established income production and cost control.  However, an activity-based budget is a terrific alternative for new organisations that may not have access to past data. Furthermore, when they want to expand, new enterprises should carefully examine every expenditure.

[bookmark: _Hlk117524997]3.4 Value proposition based
Value proposition budgeting is a technique for examining and anticipating future outcomes that should be employed while reforming the financial activities of a corporation. The purpose of value proposition budgeting is to identify the business sectors that provide the highest value (Rudyk, 2018). Because value is arbitrary, it is frequently determined in a variety of ways. The business must determine whether the greatest approach for the company to attain profitability would be through product development, customer service, or something else entirely (Stefanka, 2022).

[bookmark: _Hlk117525015]3.5 Zero based budgeting
More and more managers are seeing the benefits of zero-based budgeting. However, for this methodology to be effective, the principles that guide it, as well as the method of implementation, must be grasped. The zero-based budgeting process is diametrically opposed to traditional budgeting, which begins with costs from past periods and adjusts them with varying rates of increase or reduction to create the statistical baseline for the following year. However, considering previous uncertain occurrences such as the pandemic and inflation, businesses should be significantly more cautious when it comes to capital allocation (Chamber of Financial Auditors of Romania, 2021). The zero-based budgeting begins with a blank spreadsheet rather than presuming that previous expenses would be kept. Of course, certain items cannot simply be erased from the account at the start of the following fiscal period. However, the goal is to actively pick how and what to spend, to finance the hotels objectives defined in the strategic plan (Wiles, 2020).



[bookmark: _Hlk117525033]3.6 How budgeting control can support sustainability
Preserving the environment, improving financial well-being, and generating healthier and more fair society are all aspects of sustainability (Network for Business Sustainability, 2012). Companies are amazing at engaging in innovative eco-efficiency, cutting costs while exploiting natural resources more effectively, since they seek profit. This is good management, not long-term sustainability. Sustainability key performance indicators enable the organisation to monitor sustainability progress and identify areas for further improvement. When considering sustainability, among the most essential key performance indicators to evaluate include carbon and water footprint, energy consumption, product recycling rate, and supply chain miles. Some can be achieved by introducing a water recycling system, using fluorescent light bulbs which are more efficient, last longer and are low maintenance (Schismet, 2011), and having a recycling program which lower costs of waste fees, this can even include recycling used soap bars (Green Hospitality, 2021).

[bookmark: _Hlk117525057]4. Conclusion
The financial roadmap of a budget describes the amount of money that must be produced and spent on specific products if everything goes according to plan. There are different types of budgeting to suit different types of hotels and situations. For hotels that are well established with good revenue, the incremental budgeting would be suitable as it does not require much time and is simple to use even for junior team members. A new Hotel might find the activity-based budget helpful as it is an effective method to cut costs. The value proposition budget helps the hotel identify which department provides the highest revenue. The zero-based budget method starts with a blank sheet and helps the hotel stay on track over the items that it needs to reach objectives. Budgeting control done right can reduce waste in many departments of the hotel thus making the hotel sustainable. 
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