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[bookmark: _Toc341883013]Executive Summary

This report is explaining the importance of the budgets in the Hospitality Industry, and shows four different systems of budgeting, helping the industry to use the most efficient one in order to become more profitable and at the same time to meets the consumer’s needs and wants. For an organisation to be successful, is a need for profit and for that it’s a need for a good management team to plan and choose the best approach that will accomplish the organisation’s aims and goals. A budget could rise or drop a business, any mistakes, could lead to insufficiency and that could lead to disaster.
Budgeting is an important tool for sustainability, as planning the budget in an organisation will help to distribute the right resources for the right department.
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1. [bookmark: _Toc341883014]Introduction

Business organizations need budgets to plan their operations. There is no exception to this rule in the hospitality industry. It is true that a well-defined budget that considers all parameters is beneficial to the smooth running of operations (Kratos Hospitality 2021). Typically, a budget is a document used to forecast anticipated revenue, expenses, and profits (Hospitality 2022). A business plan is usually prepared before the beginning of each year, and operational heads should follow it as a guide in running their departments.
To run the hotel more efficiently, hotels prepare annual budgets. Managing expenses, particularly labour costs, is key to success in the hotel business (Hill 2022). Miching (2020) explains that It is common for hotels to have a large staff and In order to provide excellent customer service, the hotel must have adequate human resources on site, but not be overstaffed, because it can reduce profits.
In order to determine which things, need to be repaired or replaced, the budget serves as a guide. Additionally, it helps decide which valuable equipment can be purchased and what areas need to be emphasized in the upcoming year. Costs must, however, be related to sales and planned according to a sales strategy (Debnath 2017).
Budgets are typically divided into four types: incremental, activity-based, value proposition-based, and zero-based. There are advantages and disadvantages to each of these four budgeting methods.



2. [bookmark: _Toc341883015]500-words analysis of Grand hotel budget planner

[bookmark: _Hlk117581224][bookmark: _Hlk117504152]As seen in the appendix, The Grand Hotel has established a very successful budget planner, and the estimated monthly revenue helps the hotel to discuss and fulfil the revenue in a positive way for a profit. The hotel has analysed in detail all the expenses, and based on the value proposition budgeting system, the hotel needs to invest in its own pool and gym facilities in order to accomplish the guests needs and wants and at the same time to eliminate the competition. The profit plays a crucial role in Hospitality industry, that is the main goal that helps any hotel to support its position in the market, and the guests are the most important factors that will work towards that.
 Hotels today are made up of many different departments, ranging from the main business of selling hotel rooms to those who work in restaurants and bars or supply conference facilities to businesses. Having an inaccurate budget for a hotel can quickly undermine the broader business strategy. Historical data can provide important clues to accurately calculating a hotel budget. For well-established reasons, hotels usually have predictable expenses and demand changes at the same times every year, and this can be very helpful information for them. Creating and perfecting a hotel budget requires an understanding of the hotel workforce, particularly in terms of productivity and other key performance indicators. A detailed picture of employee productivity and work frequency can be compiled for each employee and department.
As mentioned, valued proposition budgeting system, will be the most efficient system, for the Grand Hotel, as is a need for some differential criteria to combat the competitors. This system will help the hotel to concentrate on loyalty programs and furthermore on some credit plans that will allow the guests to choose from many options when spending their holidays. All the expenses will be listed very detailed, helping the hotel to find a room for investing in these areas, and also concentrating only on those.
As seen in the appendix, the mini bar brings for the hotel considerable profit, so the hotel could use that to improve this area, maybe to bring something new, innovative and different for any competitors, for a better profit. 
Grand Hotel needs to revise all the costs, helping the management team to choose the most profitable ways to bring profit for the hotel and in the same time to meet the consumer’s expectations, as is very important to create a budget that involves not only the hotel but also the guests, who will come back or not.































3. Task 2

3.1 [bookmark: _Toc341883016]Importance of budgeting

When preparing a budget, a hotel must predict how its core markets will change over the next year, as well as the direction of the economy as a whole (Rodger 2017). Hotel industry and economy information is gathered continually, even though the budget process is held once a year. When managers make assumptions about the key variables in the budget, they get a clear picture of what the future may look like. Hotels use various revenue management strategies to maximize their profits from the limited number of rooms they have available (Hospitality 2022).  Nisaat (2021) explains that the hotel can improve revenue management practices by implementing several ideas including developing systems, predicting future trends, monitoring competition, and constantly improving them. Projects and initiatives must be prioritized because of budgeting. Show which projects have the potential return on investment, are aligned with the company's values, and have the potential to impact overall financial goals when prioritizing (Cote 2022).
For a budget, according to Hugh (2022) the purpose of planning the budget is to establish the business objectives. An organisation management must consider the business aims when putting together a budget, and furthermore it forces the company to predict any potential threats that may arise in the future. In addition, planning the budget involves ensuring that resources are organised properly in the future so that the business achieve its goals ( Martin 2022).










3.2 Understanding of incremental budgeting

Incremental budgeting is the process of updating a budget based on the results of the preceding period, whether they were budgeted or actual (Accounting Tools, 2022). Businesses often use this approach when management does not expect to spend much time formulating budgets, or when it does not perceive a great need to conduct a thorough re-evaluation of their operations. It is common for this mindset to occur in industries where there is little competition, so profits tend to persist (Ouassini, 2018). 
Ouassini (2018) mentions that the efficiency of incremental budgeting can be achieved by follow a few important steps: identifying the expenses that have changed, then make the adjustments, includes savings and growth proposed in the new budget, and the last one, to establish the new budget.




































3.3 Activity based

Budgeting using activity-based methods involves recording and analysing every activity that generates costs in order to improve efficiencies (Indeed, 2022). A budget can be created based on the findings after analysing costs. Budgeting based on activities involves more calculations than traditional budgeting, so it is more comprehensive. As opposed to tracking expenses and adjusting information based on inflation or other related factors, this type of budgeting is meant to reduce costs and improve efficiency (Dawn, 2022).
Borad (2022) explains that budgeting based on activities reduces a business's costs by dropping all sorts of unnecessary activities. By saving costs, the company can produce goods and services more cheaply than their competitors. A competitive edge is also gained by the organization. Advantages and disadvantages will help the business to efficiently use the system; Advantages: simplicity, better insight in operational costs, better budget management, cutting costs and improve efficiency. Disadvantages: requires understanding, a more complex system, and resource consumption (Drury, 2020). 





























3.4 Value proposition based 

(Divvy, 2022) explains that in value proposition budgeting, also known as priority-based budgeting, every item on the expenditure list is analysed and justified according to its value. When aiming for a positive return, it aims to find out where a business should spend money. Small start-ups and successful companies can use this budgeting process to find out which of their services are most valuable (Brink’s Money, 2021). Business can project higher revenue by investing more money in popular services or in-demand products, for instance, by distributing a greater portion of the budget to them. An item, service, or activity's value proposition can be figured out by the value proposition budgeting method.
This method, according to Denise (2021) is used to identify expenses, and at the same time to concentrate all the resources on the most valuable area in a business. Pros: helping to prevent the waste of money, investing in the most profitable areas and boosting revenue. Cons: value could be hard to quantify, a short thinking plan, values need to change in the same time with customers trends swifts. 















3.5 Zero based budgeting

As the name suggests, zero-based budgeting involves starting from zero and justifying all expenses based on a new period or year, as opposed to starting with the previous budget and adjusting as needed (Oracle, 2022).
ZBB helps companies reduce costs, keep control of spending, and concentrate on high-profit initiatives by finding and cutting unnecessary expenses.
An organization's strategic plan is implemented tactically through budgeting, including ZBB.  Oracle (2022) mentions that in order for an organization to reach the financial and operational objectives in its strategic plan, it needs to translate its long-range planning into measurable revenues and expenses. To achieve the desired business outcomes, these goals can be revised and adjusted along the way.
Annaplan (2022) suggests that ZBB's approach does not only focus on cost reduction, but also on testing assumptions, solving problems and aligning spending with the organization's growth aims. Businesses can identify how to improve performance if performance doesn't meet expectations with ZBB's course-correction tools. Anaplan (2022) explains the steps for an efficient implementation ofZBB; start, evaluate, justify, streamline and execute.
Advantages of zero-based plan: Efficiencies in budgeting and execution, as well as lower costs, and reduced expenses.
Disadvantages: time and resources consumer, most of the time it comes with short-term perspectives, intangible justifications, tome wasting for the management.









3.6 How budgeting control can support sustainability 

A sustainable society protects the environment, improves economic well-being, and builds a healthier, more equitable society. By breaking down operational activities and identifying potential cost-savings, eco-efficiency contributes positively to the bottom line (NRB, 2012). As long as such "sustainable" practices are profitable, it is difficult to oppose them.
Becoming sustainable could be a challenge for the business and in the same time for the budget.
Lohin (2012) explains that many corporations are getting involved into sustainable programs, but without a very good strategy attached to the budget, most of the time they run out of fuel.
Navarra and Aranda (2020) explains that in most of the cases, consumers are willing to pay more towards sustainability in hotels, and the new generation, Millennials, are choosing hotels that prove the sustainability with certificates, and furthermore, the previous experience is an important factor for the profit. According to Bass (2021) Sustainability may require a greater investment initially, both financially and in terms of effort, but it will always pay off in the long run. The owners can minimize their expenses and, therefore, their prices by using renewable electricity, energy and water efficiency, and local food. 
IMG (2020) explains that for a hotel to become sustainable the most important step is to plan first, then allocate the budget accordingly to the plan, government funds will help the hotel to implement easy and effortless all the steps.






 


4. [bookmark: _Toc341883019]Conclusion


Budgeting is the most important tool in a Hotel Industry, as many organisations are looking for profit nowadays, and the budget helps them to review and track all the expenses and to allocate more budget for the most profitable departments, in order to meet the consumers needs and wants. It is very important to choose the best budgeting system for each organisation, incremental, activity based, zero based or value proposition, in order to become profitable, and cost efficient. 
Management plays an important role in budgeting, as it depends on their decisions to choose what is the best for their organisation and to make use of all the technologies and measures to bring profitability and to meet the consumer’s expectations in an efficient way.
Sustainability is very important criteria in the Hospitality Industry, and the organisation needs to plan ahead all the measures that need to be implemented and in the same time the budget they willing to allocate for that in order to bring profit and meet the guest needs in a successful manner.
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4.Appendix Budget Calculations
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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


