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Executive summary
The first portion of the report will show budget plan for hotel continental for the hotels fourth coming year as well as the income, expenditure in clear categories and showing the opening and closing balance of the hotels budget. The reginal account director has asked for a detailed report on the understanding of traditional and zero-based budgeting, as well as the process of zero-based budgeting and how it can be implemented at the hotel. While also whether budgeting control can support a hotel becoming more sustainable for the environment as well as their revenue. 




Introduction
This report will be exploring firstly how Hotel Continental has prepare a month-by-month cash budget forecasting for the period of January 2022 to December 2023.
Hotel Continental is a 15-room hotel which is situated in London.
The second part of this report will explain and show the understanding and differences between:
· Traditional based Budget
· Zero-based Budget


Furthermore, it will try and explain the process of a zero-base budget and how this can be implemented in the business and the process that is involved in applying a zero-base budgeting into the business and overall which budget is best for the business to operate with.






[bookmark: _Hlk107833158]The Budget planner for Continental Hotel 
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The figure 1 is showing the budget planner which includes cash flow forecast for hotel Continental for the forthcoming year. The figure 1 shows the budgeted income and expenditure individually which has been clearly categorized. The figure also shows the net monthly income/expenditure and the opening and closing balance of the hotels bank balances.







Understanding of Traditional based Budget and Zero-base Budget.

· The understanding of traditional base budget is a method a business uses to prepare a budget where they take last years budget as a starting base.

· The current year’s budget is then prepared and adjusted accordingly by including expense such as:

· Inflation rate
· Consumer demand
· Market situation

There is also the past years’ revenue and costs which play’s an integral part of the current year’s budget. 
Past year’s revenue and cost are paramount factors as there are the main items in a traditional base budget that needs to be justified, meaning over and above the last year’s budget (Borad.S.2009).
Most businesses as well as people tend to prefer traditional budgeting purely because of its simplicity ways of working out your budget which allows the business to take whatever data they already have in front making it then easy to create a budget quite quickly (M. Thakur.2022). 
Traditional budgeting is the most used as it allows a company to save time by figuring out how much the company may need to spend, which also includes the business expenses and how it spends by going backwards.

This figure 2 give an idea of the advantages /disadvantage of having a traditional budgeting (WallStreetMojo.2012).
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According to (Yaranovick.2012) there are advantages and disadvantages of traditional base budgeting which includes such:
Advantages

· Provide a framework: It provides a framework which allows a business to control and make it easy to manage activities with stability. 

· Part of Organisational Culture: It becomes a part of an organisational culture for most business, meaning it could be hard to remove as businesses have become accustomed with it (Yvanovich.2012).


· Decentralise: It allows businesses to preceding year’s spending which then give them the idea to decentralised giving management would not need to think about the budget for the following year, allowing them to concentrate on other high-value tasks (Thakur.2022). 

Disadvantages 

· Human Errors: Meaning looking at numerous spreadsheets, one naturally will make a mistake which unfortunately sometimes results costly for the business due to this error.

· Time Consuming: This takes a great deal of time for managers as they must look through numerous spreadsheets, which results taking time away from the business and comparing from previous year’s spending and adding inflation and other factors results in great amount of time away from the business (Thakur.2022).

· No Alignment between Spending and Strategy: This mean that with each year that goes by, businesses want to achieve higher, resulting in similar spending, but this would become impossible for any business to achieve or to be a strategist for year-to-year profit are to move further and develop the business.

· Inaccurate Predications: The budget prediction cannot always show a level of accuracy, without proper thinking and the right approach ensuring that accuracy is inevitably impossible. However, a business can make strategic plan for the future.



Zero-Base Budget
Zero-base budget means a company or business budget by justifying and approving their expenses for every account period rather than basing it on the business past spending (BritishBusinessBank.2022).
 Peter.A.Pyhrr( 1969) was behind the idea of zero-base budget, who he was from Texas US. Jimmy Carter was the man who adopted the process of zero-base budgeting in 1973 (BritishBusinessBank.2022).
The aim of zero-base budgeting is a business income minus their expenditures equalling to zero at the end of each month. The budget then builds around what a business needs for its upcoming period, in any case whether each budget is higher or lower than previous one (Kagan.2022).
Advantage:
· Helps businesses to assess if it is necessary for each department is correctly funded.

· Permits management to aim on current number rather than previous budget figures.

· Withdraw from unnecessary spending.

· Bring better communication with all the departments, allowing employees in decision-making and figuring out what budget is priorities.
(BritishBusinessBank.2022).
Disadvantage:
· The possibilities of resource intensity which in hindsight will require for
 the provision of unit of good or service (Investopedia.2021)

· Zero-base budgeting is much more time consuming.

· Getting other departments to cooperate, also some departments are unable to adequate measure what their needs for that whole year.

· The budgeting might not include fixed costs in a contract, such as an office or a building lease.

· If a business is large like an hotel, it more likely to be costly and may require more commitment from all departments which might not be realistic method (Heath.2017).



Process Of Zero-Base Budgeting and Implementation.

Zero-base budgeting process is that every period is re-evaluated for its merits, meaning that it is previous budget never existed (Udo,Sldio.2012). 

The following five steps provide a baseline for implementation:
(Anaplan.2022).
1. Start. Begin at ground zero, create a new annual budget from scratch without using last years actuals as a baseline.

2. Evaluate. Evaluate every cost era, eliminate, and reduce unnecessary activities or services.

3. Justify. Account for all components of the budget. Identifying cost-effective, relevant, and cost saving areas. 

4. Streamline. Determine what activities should be preformed and how, automate and standardize processes where possible.

5. [bookmark: _Hlk107788790]Execute. Roll out comprehensive planning and exaction processes. Communicate clear plans, roles, and responsibilities. 

Zero-base budgeting can be implemented by hotel owners who may be looking for detailed justification of how each expense is spent and how well their assets are managed. 
The understanding of expenses is critical, and the lack of documentation makes the process tedious.
 By having a zero-based budget, it allows operators to provide sufficient detailed information for the hotel owners and managements when reviewing the annual budgets and monthly forecasts.
 Zero-based budget allows general mangers to be involved as well as other departments when preparing monthly forecast and annual budgets.
 It permits hotel departments to be business partners instead being told what to do and how to run their operations and accountability should be part of everyone’s performance (Acosta.2006).
[bookmark: _Hlk107833269]Can Budgeting Control Support Sustainability?

Jayasmita (2022) said budgeting control enables management of a business concern to conduct its business activities in the efficient manner.
It reported that by Citron Hygiene (2022) that 70% of global travellers say they would more likely book accommodation knowing it was eco-friendly, this show not only will it help towards helping the environment but help with the budget as you will be saving money by reducing waste and also using recyclable and biodegradable packing product meaning that you would not need to over buy as you can consider cartridge or bulk fill solution which in hindsight a business will be saving money in  revenue, which benefit both the business and environment.
A hotel can help to improve on sustainability by starting with change in some areas within their hotel department, here is a few ways in which the business can aim for:
· Reduce your plastic use
· Change your menu up a little
· Limit water waste
· Utilise eco-friendly cleaning supplies
· Switch to energy efficient lighting
· Start a roof top garden
· Guest can re-use linen
· Make eco-friendly changes in washroom
Another way to help is the sustainable development triangle which clearly state ways in which a hotel can also save cost and help without harming the environment.
Figure 3 Pinterest (2022)
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Andreas (2022) wrote an article showing the pro and con of going Green for any business:
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[bookmark: _Hlk107833302]Conclusion

To summarise this report has tried to explain and show that there is different type of budgeting, whether it is a traditional budgeting or zero-based budgeting. Traditional based is using last year budget data for the new year and zero-based budgeting starts at zero at the beginning of the year. Different types of budgeting will work for different companies, however zero-based budgeting would be ideal for hotels as the hospitality industry is unpredictable due unforeseen circumstances. My report has demonstrated as to why zero-based is more effective in the hospitality industry. 
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