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[bookmark: _Toc341883013]Executive Summary

 In order to determine what needs to be repaired or replaced, the budget serves as a guide. Furthermore, it can be used to find what valuable equipment should be purchased, as well as to determine what areas should be focused on in the upcoming year. It is imperative to spend expenses according to a planned approach and in relation to sales. Through budgeting, departments can take a critical look at their costs, review past planning and take appropriate measures to achieve better results in the future. An enterprise's success depends on correct and reliable financial reporting. An element of a budget is formed by the elements of financial reporting. Budgets appear as business plans in the hospitality industry, as well as control instruments. Hotel management can continuously examine the results of its operations by comparing the operating budget with actual values in the business during a financial year.
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1. [bookmark: _Toc341883014]Introduction


[bookmark: _Hlk116926045]For a company to succeed, it needs to have a business plan that forms the basis for all management decisions (Cote, 2022).  Campbell (2022) mention that by defining the business goals, evaluating risks and uncertainties, and developing business activities that will lead to the realization of the set goals, a business plan is developed.  Michael (2022) mention that various departments make up the modern hotel industry, including restaurant and bar staff and those who supply conference facilities to businesses (Revfine, 2022). It all starts with the selling of hotel rooms, and then extends to the various other hotel departments. If a hotel budget is incorrect, a broader business strategy can quickly crumble (Institute of Hospitality, 2022). Radovic and Radojevic (2014) explain that is much more to a hotel's budget than the amount it spends. Developing a successful hotel budget requires not only analysing a hotel's expenses, but also cutting costs, optimising demand forecasting, implementing new digital hotel technology, and other strategies (Wiblin, 2021). Hotel revenue management plays a critical role in optimization of a hotel budget. The purpose of hotel revenue management is to optimise the financial results of the hotel. Forecasting demand and executing pricing and distribution strategies based on it require the use of analytics. 
(CFI, 2022) sustains that a company’s budget can be incremental, activity-based, value-based, or zero-based. In addition to having their own advantages and disadvantages, these four types of budgeting each have their own advantages and disadvantages; incremental budget, it is easy to understand and prepare, it is the most common type of budget, activity-based budget  determines how much input is needed to support the company's targets or outputs, value based budget is the one that make sure everything in a budget supports the business's value proposition, and zero-based budget  involves starting from scratch and rebuilding all departmental budgets from scratch, as it is one of the most commonly used budgeting methods.


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

A major part of the hospitality industry’s business operations is budgeting and forecasting. In budgeting, revenue, labour and expenses estimates are created for all the hotel departments. Budgets can be prepared on a daily or monthly basis. A complete annual budget can be created from top to bottom by using drivers, spreads and imports. 
As seen in the appendix, the Grand Hotel has a good prediction based on the monthly revenue, and more than that the hotel starts its new financial year in credit, by 13.500. Most of the time, the hotel has fixed costs, sky subscriptions laundry, virgin, car loan but some variable costs are shown in the sheet presented in the appendix, restaurants and beverage or staff training and overtime. There is also a certain category of expenses that cannot be easily included in fixed or variable costs as this will depends on the volume consumed, such as electricity, repairs or maintenance.
Incremental budgeting, an easy, clear system to understand and prepare, and for the grand Hotel any costs like overtime or employee wages, will be taken out without any detailed explanation making it difficult for the budget planner and at the same time for the management to explain the costs.
Activity based budgeting system is a very complex function for the hotel industry, and based on the information showed in the appendix, the grand hotel will benefit from this system, as the costs of sharing resources will be accurately identified, the hotel can provide information about what units, activities and the level of costs when offering services, allowing the hotel time to be prepared for the expenses.
For the using of value proposition budgeting, the Grand Hotel must promote and prepare to promote its own pool and gym in order to attract more guests and their needs for a competitive environment [the hotel deeps in.  Identifying the needs and the wants of the guests the hotel will know right after where to promote and value proposition will be the best tool for that, as the system will allow the hotel to concentrate on the specific area that needs improvements and work towards that. 
Zero based budgeting will start on a zero-based budget, allowing the Grand Hotel to generate a new budget to start from, with estimates balances, for an achievement of an optimal allocation of resources. As seen in the appendix, Grand Hotel has a very clear detailed costs, and this budget system will help the managers to clear the unjustified work and expenses. The hotel will benefit from this, focusing on the needs and objectives, planning and budgeting will combine into a single process, and the managers will be able to evaluate the effectiveness of their operations.



























3. Task 2

3.1 [bookmark: _Toc341883016]Importance of budgeting

[bookmark: _Hlk117007904]Cote (2022) explains that the purpose of budgeting for an upcoming period isn't just to distribute expenditures, it's to decide how much revenue is needed to achieve company goals. Budgeting can be used to set financial goals for the organization or team. Using activity-based budgeting is especially beneficial, but any type is beneficial. Indeed (2022) state that a company must consistently pay several expenses to run efficiently and effectively. These expenses may be paid daily, weekly, monthly, quarterly, yearly, or in some other manner. In order to prevent long-term debts, budgets must ensure expenses are covered. The failure of a budget could lead to several negative consequences, including the dissolution of the company. Debnath (2017) explains that in Hospitality Industry a budget is a tool that gives managers a way to measure the success of operations. All departmental activities are governed by a budget, and it is imperative that every Head of Department is cost-conscious. "A plan by which resources required to generate revenue is recorded." (Debnath, 2017)

















3.2 Understanding of incremental budgeting

Datarails (2022) defines the incremental budget as a budget prepared by using the actual performance or budget for the current period and adjusting it incrementally. In most cases, this is carried out by taking the budget from the previous year and adjusting it for an increase in costs.
Institute of Hospitality (2021) explains that the rate of inflation is commonly used to create incremental budgets when figuring out the adjustment factor. However, Datarails (2022) argue that some businesses examine the adjustment factors differently for every item. GoCordless (2021) assume that budgeting process do not supply a standard formula for deciding the marginal changes, and for incremental budget these changes are typically some assumptions based on previous budgeting and expenses, typically used to calculate marginal changes.
Lamsen (2017) sustains that, one of the key benefits of incremental budgeting is that it can easily be adopted within large, well-established companies. Borad (2022) mentions a few advantages for the usage of the incremental budget: easy to understand and implement, changes are clear and easy to understand, ensure continuity of funding, while Future Learn (2022) discuss the limitations that comes with the usage of it: more money and time are wasted, resources, could lead to conflicts and unrealistic. 










3.3 Activity based

Activity-based budget is a method of recording, researching and analysing activities that lead to costs for an organisation (Liberto, 2020). Mostly, the efficiency can be created in any activity that incurs costs in an organisation. After these results are analysed, budgets are developed. 
“Activity-based budgeting is more rigorous than traditional budgeting processes, which tend to merely adjust previous budgets to account for inflation or business development.” (Wegener, 2008. p. 9) 
Corporate Finance Institute (2022) relate that activity-based budget comes with some advantages and disadvantages: clear view of each operational activity costs, further breakdown helping to identify the factors that could be affecting the company’s profitability, better looks at the outputs that drive costs instead of focusing on inputs and allows the management to evaluate the performance of individual business units in order to allocate the capital where is more profitable. As disadvantages, Clara (2020) explains that based budget is more costly and time consuming, everything needs to be tracked and the need for extra investment.












3.4 Value proposition based 

Stefanka (2022) explains value proposition budget as a method of analysis and forecast of future outcomes with a clear goal to figure out which areas of the business are more profitable. This method allows any company to make better used of the cash flow. Divvy (2022) mention that companies with highly valued services and small start-ups, this budgeting process is excellent. The more budget distributed to popular services or in demand products, the more likely businesses are to make higher revenue (Elizabeth, 2022). For any budgeting methods, cons and pros will be deciding the one better for any organisation. Elizabeth (2022) relates some pros and cons for the value proposition budget: pros: identifying the items with a high level of value and remove the ones that don’t contribute for the business concept, differentiate the business from the competitors, customer orientated, marketing efforts are concentrated on the most effective activities, money and time saver. Cons: value is often difficult to measure, industry changes and valuable opportunity could be missed.


















3.5 Zero based budgeting

Zero-based budgeting, according to Kagan (2022) is a “method of budgeting in which all expense must be justified for each new period”. An organisation’s needs and costs are analysed for every function using zero-based budgeting, it does not matter whether each budget is higher or lower than the earlier one, budgets are based on what is needed for the next period. In a different view, Deloitte (2022) explains that even if zero based budgeting is not widely used anymore, many companies still might find it useful-particularly if they require more structured approach, to managing costs now. It is important for tactical improvement plans to focus on less than 10% cost savings, and for companies willing to invest in training, communication and change management to cope with the added challenges and complexity associated with zero-based budgeting. Strategic budgeting (2020) explains that by training top-level strategies to specific functional areas, zero based budgeting can integrate strategic goals into the budgeting process, where costs can be grouped and then compared to earlier records and expectations. On a different perspective, Callaghan, Hawke and Mignerey (2014) sustains that zero based budget could reduce costs by 10 to 25% when implemented properly, usually within six months, but for many executives it still is unclear how it achieves and sustains these results. This kind of budgeting can be intimidating because of the opaque nature of the term and the negative tone of media stories (Callaghan, Hawke and Mignerey, 2014). The concept of ZBB goes for beyond just building a budget from scratch. In world-class ZBB efforts, cost governance, cost accountability and aligned incentives are used to build cultures of cost management throughout the organisation. If this budget is implemented well, this cost the management a part of how every employee works on a daily basis, because there is a proven step-by-step process.
For any budgeting to work on its full capacity, any business needs to understand its advantages and disadvantages: advantages of zero based budgeting: assesses the funding needs of each department within an organisation, management can focus on the current numbers rather than focusing on previous budgets, reduce unnecessary spendings, improving communication within departments by engaging employees in budget and decision making; disadvantages: doesn’t  guarantee the savings, complexity of the process (British Business Bank, 2022). 






























       3.6 How budgeting control can support sustainability 

Corporate life in the modern era is characterized by intense competition. It is therefore necessary for corporations to plan each step carefully to support sustainable development. It is important to have an alternative plan B or C for every plan (Deloitte, 2020). As always, this alternative plan should consider the financial effects and financial needs of the plan. This need is met through budgeting.
Incorporating a corporate sustainability program isn't cheap, but it has many benefits. Figuring out the cost of the program depends on its scale and scope (Michael, 2020). Sustainability comes with some benefits for the company and for the guests in the same time as it helps to increase the profit, and according to Kent State (2020) Millennials, the biggest generation nowadays, prioritise sustainability influencing the whole industry with environmentally friendly practices, customer retention, as guests that choose sustainability thinks that they are doing good things for the environment and employee satisfaction.



 


4. [bookmark: _Toc341883019]Conclusion

For their business, hoteliers invest a lot of time and effort into creating a financial plan that considers sales, revenues, resource quantities, costs, liabilities, and other factors. It is possible to run a hotel more profitably with such a plan in place. Budgets and business plans are prepared and reviewed by successful businesses, and their performance and finances are regularly checked. Businesses can measure the performance of their operations against their budgets to ensure resources are available for initiatives that foster growth and development. As a result, business owners can increase profits, reduce costs, and focus on improving cash flow.
The key to success in business is budgeting. Finances of the business can be planned and controlled using this tool. A company cannot achieve its business goals if there is no control over spending.
A company’s objectives could be fulfilled by choosing the right budgeting system, that will provide and understand the company’s needs.
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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


