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Executive Summary


Understanding the difference between the budgeting methods and investigate which budgeting form will work to each company. Summarizing the different budget plans and explaining what will be the best way to a business to manage their money over a specified period. Incremental budgeting always starts with a contemporary forecast and adding or deducting increments. Active based budgets amount are developed based on hotel outcomes. Value proposition based budgeting concept always focused how customers describe a hotel value. However zero based budgeting form will focus on the business income minus the expenses even companies finding difficulties using this type of budgeting solution. 
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1. [bookmark: _Toc341883014]Introduction

This report has been written to discuss the different categories of budgeting method including individual explanation about their function in the hotel industry.  This report will clarify the importance of the budget plan how will help to control spending and following the business expenses. Finding better investment solution, prepare for emergencies and staying focused on a long term financial goals. The report also will include the advantages and disadvantages of the budgeting systems.

2. 500-words analysis of Grand hotel budget planner

Analysing the Grand hotel budget planner clearly showing that July and August were the two months when the net cash flow was very low comparing to other months. For these 	mentioned periods to be to able increase the incomes and make more money hotel management should be aware of to make few changes regarding prices, organising thematic programmes or offering to the hotel guest some special packages. Using the incremental budgeting method would be the best solution which could lead the hotel to a better financial performance. This type of budgeting will help The Grand Hotel to prepare by taking the current period's budget or actual performance as an actuality, with incremental amounts then being added for the new estimated expenses. However the closing balance was positive still some changes would be benefitting the hotel in the future. These incremental amounts will include adjustments for things such as inflation, or planned increases in sales prices and other costs like large number of magazine subscription. This wont benefitting the hotel in terms of guest satisfaction, so there is no point for these large amounts of magazines spending. Also there is a daily delivery charges for another four magazines which is also pointless. The hotel is not increasing with this the overall guest stay. Also there were additional costs such as custom made wardrobes or complimentary in room beverages so some of the items could be sold on higher prices. Also in December during the festive period the hotel spent more money on corporate bookings and events. Therefore selling hotel rooms during Christmas period on a higher room rate could cover some part of utility bills amount. Enough number of bar and restaurant staff and those who working to provide conference facilities could boost the hotel incomes with a high quality standard of guest services. No need overtime payments if the hotel has enough members of staff. One of the most important investments could be for Grand Hotel to create effective marketing tools in the future. Using the benefits of different social media platforms, targeting guests and to take the advantage of digital advertising and search engine marketing. On the top of that the hotel budgeting plan could be supported by sustainability, considering checking the energy usage and resources. Using so many magazines is actually not supporting sustainability at all. Using electric cars and vans could save money for the hotel in long term. Not paying for petrol and renting. Hotel management can encourage not just their staff with different trainings, but guests as well to close the tap while they are brushing their teeth or switch off the light when they are leaving the hotel room. Having more shower than bath tub can could be also an investment for the hotel as so many guests like to stay in a hotel with sustnbility efforts. This could also include housekeeping to use modern cleaning equipments using less energy during the cleaning procedure. Providing gym and swimming pool facilities rather than paying a partner for these pass and costs. Also when hotel management is making decision about technical development such as using property management system need to focus to meet guest expectations including efficiency and accuracy. This highlights the value of finding money for better solutions within the hotel budgeting strategy. 

3. Task 2

3.1 [bookmark: _Toc341883016]Importance of budgeting

Showing or suggesting how much money move into and out from the hotel financial plan is a key element of budgeting forecast. That is why all hospitality members should understand the significance of budgeting. This responsibility mainly given to managers or supervisors but ideally every member of staff should have a basic knowledge about sales and spending. (Goldstein P., 2018). In contemplation of the business success will descend what is the current financial situation that the hotel is running. This reports which could be weekly or monthly details are crucial as end of the day it all comes down to the money. The importance of understanding economically these spending plans could help the hotel staff to deliver and provide any services on the highest level generating more income at the time. For a long term period budgeting plan is supporting the business to see where to save or invest more money. Cutting of the spending in each department can have the result to be able to spend more money on other areas.  For example investing into a washing machine system inside the hotel building rather than giving the bed sheets and other equipments for cleaning to different suppliers.  Setting up a budget plan also helping to increase receipts, raise hotel prices and offer huge range of services could also lead to float more money in the business. Marketing development project should be also a very significant part of the budget plan as advertising the hotel in different platforms could also generate higher number of the guests stay.  Knowing the costs accurately will also help to invest founds into hospitality employee trainings. According to Iguchi (2019) 76% of hospitality employers have no budget for their training. This spending often looks like a huge lay out but in the end this type of investment always paid back. Making business administration additionally helping the business to prepare cash reserves in case of any unexpected events.  Important to keep an eye on the hotel costs as the economical circumstances changing the budget plans. With a budgeting plan hospitality industry is also able to follow their progression and staying motivated for achieving positive goals in the future. 

3.2 Understanding of incremental budgeting
This is a form of a budgetary planning that helps the business to continuously follow and control their investment resources. Usually that is the most common used budgeting solution as doesn’t require difficult calculations.  It requires assign funds incrementally as they are obtained or consumed, which helps hospitality organization to maintain liquidity and stick within their budget expectations. Incremental budgeting establishes a basic conception that a new budget plan should be created with slightly changes and modifications comparing to the original target. An incremental budgeting starts with the contemporary budget and adding or deducting increments from that quantity to set up the new spending figures. It is often accepted the most traditionalist perspective between all other budgeting solutions. (InterObservers, 2022). This type of budgeting method can be advantageous in so many different ways. The process of incremental budgeting procedure financial changes is based on slight adjustments to the budget. There would be number of explanations for budget modification including the following: expenditures and charges, new opportunities and initiatives that need funding or limitation in funds from other sources like grants or donations.
3.3 Activity based
Activity-based budgeting is a budgeting system that documenting analyzes and investigates different activities that help to find out where the money is going out from the company. Budgets are then developed based on these outcomes. It is more punctilious than standard budgeting methods, which tend to entirely adjust previous budgets to account for inflation or business development. Using activity-based budgeting can help businesses to minimize costs and create more incomes from sales. This solution is generally convenient for recently established companies and business. This type of process is including 3 basic parts: 
1. Realize related activities: these casual factors are the items responsible for sustaining earnings or expenses for the business.
2. Control the cost of services and units.
3. Outline the baseline of the calculation. (Investopedia, 2020.)
3.4 Value proposition based 
A value proposition is a simple statement that shows the reason why usually a guest would choose the hotel service or product. It will provide the clearest benefit that customers receive by giving you their business. Every value conception should speak to a customer’s challenge and create the case for your business as the problem-solver. A great value proposition will highlight what makes you individual from participants but it should always focus on how customers describe your value. While summarizing the benefits of your service, visualize how it increases satisfaction and outstanding memories for the hotel guest who using the facilities. Get the point of view of the features and investigate that way too: how to make the customer’s life unique and how to invest the money. Focusing on customers wants (emotional drivers) and needs (rational motivators), also fears (undesired outcomes). (Rick Garlick, Ph.D. 2019). When guests are consuming or investing on behalf of a business these decisions can be still lead by emotional factors.
3.5 Zero based budgeting
Zero-based budgeting is a type of accounting that has the access to allocate all the money to expenses, savings and charges. The target is that the income amount minus the expenditures should equal zero by the end of month. A business is able to recurrent expense types and amount every month. If the result will go under the budget in a particular listing at the end of the month, append the remaining proportion to next month’s statement or transfer it to another category, such as necessity reserve. It will function as the same like the envelope system, which requires transferring money for different expense categories into envelopes. (Nerdwallet, 2020). 
Ahead of implementing this statement take a few steps to ensure this will happen accordingly to the facts planning any spending: Firstly know the income. Total the salary, benefits and other inception of monthly income to find out how much money we have to expedite with. Follow these expenses for a couple of months. Knowing all the information about the spending and on what creates a framework can be used going onward. This will allow to find areas in which could be cut down and in which one to give out more. Identify all of the top priority and expenses, including any needs and wants, debt, emergency fund and other reserve plans. How much could go into each category? NerdWallet recommends the 50/30/20 system. Which means 50% of the income goes to needs, 30% to wants, and 20% toward bill amends and savings.
3.6 How budgeting control can support sustainability 

Most importantly let’s start to mention why is crucial for any business or organization to understand the importance of sustainability is one of the biggest challenge nowadays. Some of the hotels are claiming that they are operating according sustainability but they do not often understanding the deep meaning of this system.  Hotel companies and guest they both became aware that our activities have a huge impact on the environment whether we produce or utilize goods. Any hospitality business requires gas, water electric which can lead for wasting with their consumption these facilities. Wasting also could include equipments such as bath tub, mirror or any appliances during their stay. Many hotels started to re organise their projects and turned into green solutions. Such as using alternate energy from solar and air. Emerging green solution can help to reduce the consumption of water or installing sensor into the taps which will automatically stops the water usage. With recycling programmes hotels can also achieve to reuse some of the materials like straws or paper plates. This will help to reduce the costs of operation of the hotel and the wastage will be much more less. This will lead to a better guest experience as the hotel will focus on to minimise the harm of environment. Positive impression is granted as guests will more welcomed in the property.
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Summarizing this report clearly shows the understanding of the importance the different budgeting methods in hospitality industry. How these systems can affect and control the hotel spending during a specific period of time, including sustainability as well. Budgeting can be also functioning as a measurement of a business success and can lead for a more effective distribution of resources and better communication between each departments.
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