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[bookmark: _Toc107147159]Introduction
The report discusses different aspects of budgetary planning in an organization. In task 1, a cash flow forecast of Continental Hotel is done for the forthcoming year. In task 2, three important issues of budgeting controls are discussed. First, the concept of traditional based budget and zero-base budget is discussed and the points of differences between these two budgeting methods are analyzed. Then, the process or steps that are needed to be followed to prepare a zero-base budget are presented and the ways to implement this type of budget is discussed. Finally, it is shown how budgeting controls can support sustainability.
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[bookmark: _Toc107147161]Budget plan of the Continental Hotel 
Budgetary planning is the process of preparing a budget and then use it to control the operations of the firm. Preparing a budget mainly includes the forecast of cash flows that are expected to occur for a specific period of time. Budgeting is important for business organizations to oversee whether the business will have enough cash inflows to meet the cash outflows.
The budget planner or the cash flow forecast of continental hotel has been prepared below for the forthcoming year:
Cash flow forecast
Continental hotel
	 
	Jan
	Feb
	Mar
	April
	May
	June
	July
	Aug
	Sept
	Oct
	Nov
	Dec
	Total

	 
	£
	£
	£
	£
	£
	£
	£
	£
	£
	£
	£
	£
	£

	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	Receipts :
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	Payment on business 
	85,000 
	66,000 
	85,000 
	40,000 
	42,000 
	49,000 
	56,500 
	66,900 
	74,000 
	49,000 
	50,900 
	50,800 
	715,100 

	Cash sales
	6,800 
	6,800 
	6,800 
	6,800 
	6,800 
	6,800 
	6,800 
	6,800 
	6,800 
	6,800 
	6,800 
	6,800 
	81,600 

	Interest Received
	180 
	2,547 
	4,415 
	6,910 
	8,029 
	9,299 
	10,729 
	12,505 
	14,636 
	17,032 
	18,815 
	20,718 
	125,815 

	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total Receipts
	91,980 
	75,347 
	96,215 
	53,710 
	56,829 
	65,099 
	74,029 
	86,205 
	95,436 
	72,832 
	76,515 
	78,318 
	922,515 

	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	Payments :
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	News Papers
	150 
	150 
	150 
	150 
	150 
	150 
	150 
	150 
	150 
	150 
	150 
	150 
	1,800 

	Magazines
	250 
	250 
	250 
	250 
	250 
	250 
	250 
	250 
	250 
	250 
	250 
	250 
	3,000 

	TV Licenses
	
	
	
	3,000 
	
	
	
	
	
	
	
	
	3,000 

	Freehold
	 
	
	 
	
	
	
	
	
	
	
	
	
	

	Beverages
	
	
	
	350 
	
	350 
	
	350 
	
	350 
	
	350 
	1,750 

	Mini Bar
	3,000 
	3,000 
	3,000 
	3,000 
	3,000 
	3,000 
	3,000 
	3,000 
	3,000 
	3,000 
	3,000 
	3,000 
	36,000 

	Fixtures and fittings
	 
	
	 
	
	1,750 
	1,750 
	1,750 
	1,750 
	 
	 
	
	 
	7,000 

	Entertainment/Sky
	250 
	250 
	250 
	250 
	250 
	250 
	250 
	250 
	250 
	250 
	250 
	250 
	3,000 

	Property expenses
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	

	Utility Bill
	700 
	700 
	700 
	700 
	700 
	700 
	700 
	700 
	700 
	700 
	700 
	700 
	8,400 

	Laundry
	 
	 
	 
	 
	 
	 
	 
	 
	  
	 
	 
	 
	

	Energy costs
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	

	Fitness Cost
	1,500 
	1,500 
	1,500 
	1,500 
	1,500 
	1,500 
	1,500 
	1,500 
	1,500 
	1,500 
	1,500 
	1,500 
	18,000 

	Vehicles Valeted
	140 
	140 
	140 
	140 
	140 
	140 
	140 
	140 
	140 
	140 
	140 
	140 
	1,680 

	Payments to suppliers
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	

	Vehicles Insurance
	
	
	
	
	
	
	
	
	
	
	
	4,000 
	4,000 

	Salaries
	6,000 
	6,000 
	6,000 
	6,000 
	6,000 
	6,000 
	6,000 
	6,000 
	6,000 
	6,000 
	6,000 
	6,000 
	72,000 

	Vehicles 
	275 
	275 
	275 
	275 
	275 
	275 
	275 
	275 
	275 
	275 
	275 
	275 
	3,300 

	Van
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	

	Petrol and diesel
	500 
	500 
	500 
	500 
	500 
	500 
	500 
	500 
	500 
	500 
	500 
	500 
	6,000 

	Rates
	300 
	300 
	300 
	300 
	 
	300 
	300 
	300 
	300 
	300 
	300 
	300 
	3,300 

	Building Insurance
	
	
	
	
	
	
	
	
	2,500 
	
	
	
	2,500 

	Marketing
	
	  
	 
	 
	
	 
	 
	 
	 
	 
	 
	
	

	Overdraft Interest
	
	 
	
	
	 
	 
	 
	
	 
	
	
	
	

	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total payments
	13,065 
	13,065 
	13,065 
	16,415 
	14,515 
	17,435 
	14,815 
	15,165 
	15,565 
	13,415 
	13,065 
	17,415 
	174,730 

	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance b / f
	6,000 
	84,915 
	147,197 
	230,347 
	267,642 
	309,956 
	357,620 
	416,834 
	487,874 
	567,745 
	627,162 
	690,612 
	751,515 

	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net cash flow in month
	78,915 
	62,282 
	83,150 
	37,295 
	42,314 
	47,664 
	59,214 
	71,040 
	79,871 
	59,417 
	63,450 
	60,903 
	747,785 

	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance c / f
	84,915 
	147,197 
	230,347 
	267,642 
	309,956 
	357,620 
	416,834 
	487,874 
	567,745 
	627,162 
	690,612 
	751,515 
	1,499,300 



Table 1: Cash flow forecast of continental hotel
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[bookmark: _Toc107147163]Traditional based budget and zero-base budget
Traditional budgeting is a budgeting technique in which the budget of the last year is considered as a base point. In traditional based budget, the budget of the current year is by making changes in the previous year’s budget by adjusting expenses resulting from customer demand, inflation rate, external market environment etc (Bielefeld and Schneider, 2015). Past revenues and expenses are crucial in traditional based budgets and only those items that are over and above previous year’s budget are needed to be adjusted. 
Zero based budgeting is a budgeting method in which the budget of the current year is prepared from scratch meaning that there is no base point in the preparation of the budget. Historical data is of no value in zero base budget as they are not considered in the preparation of the budget (Bergstrand, 2017). In zero based budget, all the items are needed to be justified whereas only the incremental changes are required to be justified in traditional budgeting.  
Both of these methods have their own merits and demerits. Based on a company’s desired outcome of the whole budgeting process, each of the either method needs to be chosen. 









There are a lot of differences between traditional based budget and zero-base budget. Those differences include:
	Basis for comparison
	Traditional based budget
	Zero based budget

	Meaning
	Budgeting method in which the base is the previous year’s budget
	Budgeting method in which there is no base or the base is zero

	Emphasis
	Income and revenues of the previous year are emphasized
	All the items included in the budget are emphasized

	Preparation
	Quite simple and easy
	Very complex

	Approach
	On the basis of historical or previous information
	On the basis of estimated or future information

	Cost effectiveness
	Is not cost effective
	The main purpose is to ensure cost effectiveness

	Preferred by
	All the functional units or departments
	Only those who are profit centered

	Orientation
	Revolves around accounting
	Revolves around decision unit

	Connected to 
	Assumption of past information
	Estimation of future profits

	Clarity
	Quite vague
	Clear and transparent



Table 2: Comparison of traditional based budget and zero-base budget 
To conclude, traditional budget is outdated and it is not used much in today’s world. This is because it does not serve the business other than the fact that this method is simple and easy to follow. Also, preparing traditional based budget is time consuming and possibilities of error are very high in this method. On the other hand, zero-based budget is more cost effective and has a detailed orientation which enables a business to generate higher profits. So, zero-base budget is a more effective and superior method of budgeting over traditional base budget (Bogsnes, 2013).

[bookmark: _Toc107147164]The process of zero-base budget and implementation of it
Process of zero-base budget
The main purpose of using zero-base budget in an organization is to control costs. In this budgeting method, all the activities of the organization including past and current, are ranked according to their importance (Rubin, 2016). Since it does not consider past budgets or achievements, the allocation of available resources is done based on the priorities of each activity. In order to prepare a zero-base budget, some steps are needed to be followed which include:
Identifying the Decision Units
The very first step of making zero-base budget is to identify the decision units. These decision units are single activity or cluster of activities which can be identified independently. That is, all the decision units are separate from one another. There can be a lot of decision units in an organization. The different functional units or departments within an organization such as production department, marketing department, research and development department, human resource management department etc (Greve, 2011). act as decision units. The manager of these departments needs to justify their expenses and allot required amount of budget for their respective business units. 
Making decision packages
Decision units that were identified in the first step are derived into smaller decision packages in this step. Decision packages are required to be in line with the goals of the organization. All the decision packages need to act as a standalone proposal for allocation of funds. So, each decision packages needs to present its proposal, importance of the proposal, outcomes of the proposal, implementation of the proposal and losses of funds if fund is not allocated for the proposal. 


Ranking decision packages
In this step, all the decision packages are ranked based on their importance and priority. This is done in order to allocate resources in an efficient way. Here, the top management usually chooses cost effective options as they assist the organization attain its objectives. They also make sure that the costing is accurate and realistic. 
Allocating available resources
This step is the extension of the previous step. In this step, decision packages are allocated funds and available resources based on the ranking done in the third step. The most important and promising decision packages are allocated highest amount of resources. It ensures optimum utilization of the available scare resources. 
Controlling and monitoring
The last step in the zero-base budget is to monitor and assess the decision packages. It helps the business to identify whether the allocation of resources done by the business was effective or not (Rifkin, 2014). 
Implementation of zero-base budget
To get the best out of the zero based budgeting, it has to be implemented properly by the business organization. Without proper implementation, the company will not be able to get the desired outcome. The best practices for implementing zero based budgeting within an organization include:
Install automated expense tracking software: The tools that are used to track results are important in the success or failure of zero based budgeting (Lalli, 2011). The company needs to use expense automation and tracking software so that accurate amount of costs are known. 
Define roles and responsibilities: It is important to define the roles and responsibilities of different parties involved in the budget. 
Set goals and milestones: The exact goals and objectives of the zero based budgeting are required to be set so that they can be evaluated after the end of the budgeted time period. 
Schedule frequent reviews: The business organization needs to review and track the progress frequently to ensure that things are going well.


[bookmark: _Toc107147165]Can budgeting control support sustainability?
Budgeting control can support sustainability. The term "sustainability" refers to the process of meeting the needs and requirements of the current generation without compromising the ability of future generations to meet their own needs and requirements, all while maintaining good balance between economic growth, social progress, and environmental protection. To achieve sustainable development, it is crucial to allocate public funds in an effective manner (Majocchi, 2019). A great number of countries all over the world have established goals for sustainable development in order to facilitate the formulation of national policy responses. For this reason, the preparation of budget planning is of the utmost importance in order to assist the government in increasing engagement with the population, promoting transparency, and supervising the procedures.
Budgeting controls play vital role in ensuring economic, social and environmental sustainability. Budgeting controls ensure faster economic growth and development by ensuring a proper allocation and distribution of resources. It also makes the living of current generation better without compromising the ability of the future generations. To ensure environmental sustainability, the concept of green budgeting can be applied. Green budgeting enables decision makers to have a clear sense of how the budgeting choices they take can have impacts on the environment (Bova, 2018). By taking into account the interests of future generations and concerns about resource sustainability, decisions about resource distribution and revenue raising could be influenced by having accurate information on the long-term implications of policies. 



[bookmark: _Toc107147166]Conclusion
The report discussed about different parts of planning a budget for an organization. In task 1, a cash flow forecast for the coming year was developed for the Continental Hotel. In Task 2, three important issues of budgeting controls were discussed. First, the idea of a traditional budget and a zero-base budget were discussed about, and the differences between these two ways of making a budget are looked at. Then, the steps that are needed to be taken to make a zero-base budget were shown, and ways to use this kind of budget were shown. Lastly, it is shown how budgeting controls can support sustainability. 
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