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                                            Executive summary

This report is written by Martin Cristian Miklosi and requested by lecturer Dale Clark and it presents the budget panner for Grand Hotel. The report is organized in different subheadings detailing the thinking process and analyses. There will be used journals, articles, websites and books to demonstrate understanding of budgeting, different types of budgeting used and the importance of being able to plan a budget for the hotel business.








1. Introduction

It's no secret that the hotel industry is booming thanks to the ever-increasing number of tourists especially after the pandemic restrictions have lifted. It has been suggested that hotels' success and the rate at which they retain clients depend on the quality of service provided and the level of satisfaction provided to guests. The Grand Hotel is situated in London and can be considered a high-end hotel which attracts customers with no budget constraints. The study of the budget planner in this report will show that there are various aspects that can be modified in the future to achieve better budgeting while also taking into consideration sustainability. 














2. Analysis of Grand Hotel budget planner
      

Grand hotel budget planner is presented and detailed in the Appendix of this report.
Analysing the budget for Grand Hotel there are a few things that stand out regarding their expenses, and also some lack of facilities that can affect negatively their income. As an example, the hotel, does not have at the moment a gym or a swimming pool for the customers, and the guests are encouraged to use these facilities in the opposite hotel Virgin Active. If the hotel itself would be able to provide these facilities it could increase their customer base and, they could increase their overall prices generating more income. This is an extra cost for the hotel of £2.500 per month. 
There is a noticeable expense on buying Magazines for the hotel, this can be reduced, or subscriptions can be cancelled completely considering that the hotel provides free Wi-Fi for its customers and recreational information can be found online or by request at the reception desk.
As we can see from the spreadsheet, providing a minibar in each room with different alcoholic beverages is a substantial amount per month for the business. Even if every guest is charged at the end of their stay, and it generates a profit, by reducing the costs of the minibar customers can be encouraged to spend more time at the hotel restaurant and overall increasing the restaurant’s profit.
The Grand Hotel additionally possesses a Premier League Licence at a cost of £6,000; however, it is not compulsory for a hotel to have this subscription, and it can be terminated in the future. 
The cost of newspaper subscriptions might be decreased or eliminated entirely, which would result in a gain of £13,800 in profit.
The monthly payments for utilities, the lease on automobiles, and the amount of gasoline used add up to a sizeable sum of money, yet it is not only acceptable but also encouraged that this trend will carry on in the years to come.
Overall, at the moment the hotel is performing well.
In the future different types of budgeting can be considered to use for Hotel Grand. Budgeting types like incremental, activity based, value proposition or zero based can be considered. There are different advantages and disadvantages for each type that need to be studied. 





3.1 Importance of budgeting

Having a budget is crucial to the success of any business. When budgeting is done correctly, business owners can make sure that they have enough money coming in to cover all of their costs. Having a budget also allows you to prepare for major, upcoming expenses like new hires or machinery.
A budget is a plan for allocating a set amount of money over a set time period, typically one month, three months, or a year. It helps a company foresee costs, accomplish strategic objectives, and prepare for necessary shifts in operations. A budget can be utilised as a performance indicator and aid in gaining insight into the company's running expenses. (Indeed,2021)
Successful businesses always start with a well-planned budget. It's useful for the business' financial planning and management. Without budgetary discipline, it is impossible to set reasonable corporate goals and achieve them. Budgeting is a technique for managing money that involves making predictions about future income and costs and placing limits on outlays that aren't included in the budget.
A well-communicated budget ensures that resources are focused where they will have the greatest impact on achieving the company's strategic goals.
Engaging the team in analysing and comparing the budget with actuals can provide information that shows the strengths and weaknesses of the business, and the process of generating a budget provides opportunity to involve personnel, resulting in them supporting the organization's goal. (Banks, 2018)




3.2 Understanding of incremental budgeting 

The principle behind incremental budgeting is that it's possible to create a workable new budget by making little adjustments to the existing one. The term "incremental budgeting" refers to a method of estimating future spending that begins with the existing budget and adjusts upwards or downwards based on a set of assumptions. Incremental budgeting is widely regarded as the most frugal form of budgeting. There are advantages and disadvantages of incremental budgeting: 
Advantages are:
An incremental budget is the simplest method of budgeting. There is no need for complicated analyses because it propagates from the current period's budget. The budgets are fairly steady and stable throughout time because they rely on numbers from prior budget seasons. Given the predictability of recurring costs, incremental budgeting may also be useful for ensuring long-term financial security. This is useful for businesses whose long-term projects need continuous funding.
Disadvantages are:
When a business uses incremental budgeting, it may end up spending money that wasn't necessary. This is because divisions within a firm often spend all the money, they are given in one year's budget in anticipation of receiving a larger sum in the following year's budget. Budgeting tends to be a conservative procedure that discourages the use of innovative ideas in the workplace. (CFI, 2020)


 3.3 Activity based

Top-down, activity-based budgeting estimates how much money will be needed to accomplish a company's goals. The company must first identify the steps that must be followed in order to achieve the sales goal, and then calculate the associated expenses. The activity based budgeting are:
- Identify the cost drivers of various activities.
- Project the number of units required within each cost driver.
- Calculate the cost per unit of activity relating to that cost driver

Before deciding whether or not to deploy an ABB system, businesses should carefully consider their needs and long-term objectives. ABB works well for start-ups because they don't yet have the established company's worth in the form of past cost data.
Advantages: In comparison to other budgeting strategies, ABB makes it easy to examine the cash flows connected with each operational activity. In order to identify the factors that may be reducing a company's profitability, it is helpful to break down these costs further.
Disadvantages: Compared to other budgeting approaches, the major drawback of applying ABB is the added time and money it requires. Each technical aspect of a business action must be recorded as it happens in order to accurately account for all of the costs connected with that activity. (CIF 2015)


3.4 Value proposition based

Value proposition budgeting requires the planner to think about the following points: For what purpose is this sum allocated in the plan? How much value does it bring to buyers, workers, and other interested parties? Is it financially worthwhile to purchase this item and is there any other justification for the expense if not?
Value proposition budgeting is more of a mentality than a collection of rules or guidelines, with the overarching goal of ensuring that every money invested benefits the company.


3.5 Zero based budgeting 
In zero-based budgeting (ZBB), rather than making adjustments to the budget from the previous period, a brand-new budget is created for each budgeting month. In theory, this compels leaders to always evaluate the company objectively, without the bias of prior decisions. While ZBB has been shown to be beneficial in reducing costs, businesses that use it are more likely to cite difficulties in implementing and using the strategy compared to those that do not.
The adoption of zero-based budgeting is low but stable across Europe. Much less stringent cost targets and structured approaches to cost management are typical in the region compared to other parts of the world. It's possible that ZBB will seem attractive to certain businesses in the current climate because it's more regimented than their current methods. (Deloitte,2019).









3.6 How budgeting control can support sustainability


Hotels have become increasingly concerned with sustainability during the past decade. This is great news for everyone, as the hotel business is responsible for a sizeable portion of the world's water consumption and the wasteful use of both energy and resources. Hotel owners now understand that incorporating natural features into their properties can boost client satisfaction and ultimately income. (Lawson, 2018)
Budgeting is an essential skill for anyone working in the hospitality industry since it allows you to track the money coming in and going out of your firm. The reality is that every member of your team, not just the supervisors and managers, should be aware of how their actions and service affect the company's bottom line.
More than ever, stakeholders outside of the financial sector demand businesses to take ESG aspects like environmental impact, employee well-being, and corporate transparency into account. In recent years, we've seen an ever-increasing amount of money earmarked for sustainable projects, and investors have made sustainability a top priority. Experts anticipate rules and reporting standards to advance, standardising requirements for sustainability to be included into all investments, as a result of governments' reiteration of pledges to reduce carbon emissions at the recent COP26 meeting. (Associates, 2021)



4. Conclusion


In a summary, the findings of this report underscore the significance of sound financial planning in the hospitality sector.
There are several things that need to be considered when budgeting and a crucial importance is recently highlighted that is the link between budgeting and sustainability. There are a variety of budgeting methods, and each one has its own set of advantages and disadvantages, which may be discovered from a thorough examination of the method in question.
The Grand Hotel is a model of effective budgeting since it produces a profit, despite the fact that it still has room for advancement and that modifying its approach to business might be both profitable and ensure an increase in revenue.
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Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Total
£ £ £ £ £ £ £ £ £ £ £ £ £

Receipts

Payment on business accounts 185000 166000 185000 140,000 142000 149000 156,500 166900 174,000 149,000 150,900 150,800 1,915,100
Cash sales 0
Interest Received 405 2,737 4,706 7,127 8,286 9525 11,127 1292 15236 17379 19221 20934 129,608
Mini Bar 8,900 8,900 8,900 8,900 8,900 8900 8900 8900 8900 8900 8900 8900 106,800
Total Receipts 194305 177637 198606 156,027 159186 167425 176,527 188,726 198136 175279 179021 180,634 251,508
Payments

Resturant 27,800 27,800 27,800 27,800 27,800 27800 27,800 27,800 32100 27,800 27,800 27,800 237,900
Freehold 0
Fixtures and fitings 0
Wardrobe 3,500 3,500 3,500 3,500 14,000
Sky Subscription 1,250 1,250 1,250 1,250 1,250 1250 1250 1250 1250 1250 1250 1,250 15,000
Property expenses 0
Car Insurance 8,000 8,000
Premier league license 6,000 6,000
Laundry 1625 1625 1625 1625 1625 1625 1625 1625 1625 1625 1625 1625 19,500
Energy costs 0
Payments to suppliers 0
Wages 57,500 57,500 57,500 57,500 57,500 57500 57500 57,500 57,500 57,500 57,500 57,500 690,000
Salaries 0
Mini Bar 7,000 7,000 7,000 7,000 7,000 7000 7000 7000 7,000 7,000 7000 7,000 84,000
Training 7,500 7,500
Virgin Pass 2,500 2,500 2,500 2,500 2,500 2500 2500 2500 2500 2500 2500 2,500 30,000
Vehicles lease 2,750 2,750 2,750 2,750 2,750 2750 2750 2750 2750 2750 2750 2750 33,000
Utility Bills 2000 2000 2000 2000 2000 2000 2000 2000 2000 2000 2000 2000 24000




image2.png
Utiity Bills 2,000 2,000 2,000 2,000 2,000 2000 2000 2000 2000 2000 2000 2000 24,000
Van 0
Petrol and diesel 1,000 1,000 1,000 1,000 1,000 1000 1000 1000 1000 1000 1,000 1000 12,000
Rates 3,200 3,200 3,200 3,200 3200 3200 3200 3200 3200 3200 32,000
Valeting 540 540 540 540 540 540 540 540 540 540 540 540 6,480
Marketing 0
Overdraft Interest 0
Beverage 2,700 2,700 2,700 2,700 2,700 2,700 16,200
Magazines 2,150 2,150 2,150 2,150 8,600
Overtime 3,400 3,400 3,400 3,400 3,400 3400 3400 3400 3400 3400 3400 3,400 40,800
Newspaper 1,150 1,150 1,150 1,150 1,150 1150 1150 1,450 1,50 1150 1,450 1,150 13,800
Buiding Insurance 5,500 5,500
Total payments 116565 112016 117,915 117,065 117,915 114015 11665 111,715 126715 113,865 121915 117,715
Balance b/

13,500 91240 156862 237553 276215 317486 370896 430858 507,868 579289 640,703 697,809
Net cashflow in month 71,740 65,622 80,691 28,662 41,271 53410 59962 77011 71421 61414 57,106 62919
Balance ¢/ f 91240 156862  237.553 276215  317.486 370896 430,858 507.868 579289 640,703 697.809 760,728





