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[bookmark: _Toc341883013]Executive Summary
   This report will focus on evaluating and explaining the process of zero base budgeting as well as how organization could introduce the technique in practice term and assessing its disadvantage over traditional based.
This programming and control system annually examines not only the new budgetary decisions (as in the budget increase), but put together choices together, including those already implemented previously: hence the definition of "budget that starts from scratch ". Among the advantages of the zero-based budget is the possibility of eliminating waste and inefficiencies that are rooted in the company's activity and that persist in the case of using an incremental budget. The main limitation of the zero-based budgeting budget consists in the complexity and cost of the analysis work, which among other things can have as accuracy and bureaucratisation difficulties.
The report will explain why is important, the benefits of this method and also the importance of this system in hospitality.
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1. Introduction

Zero-based budget is planning and making decision, it is not the same as the process of the traditional budget. In the traditional budget, managers justify just variances from the past years, based on the assumption that the baseline is approved.
Instead in the zero-based budget, every line item of the budget need to be approved.
Zero-based budget requires that the budget request must be revaluated totally from the zero-base.
With that being said, every year, there is a preparation of a new budget without looking at the past.
The decreasing and increasing of total budget or specific line items, will not influence the process of zero-based budgeting.
Zero-based budget is also requiring to identify a task and complete it independent to the resource.
In 2016 in U.S. Carly Fiorina, for the campaign for the presidential election, for balance the federal budget proposed zero-based budget.
The process to follow under zero-budget is:
· Business objectives
· Try to create methods alternative for reach every objective
· Try to find alternative funding level
· Priorities































2. Zero based budgeting 

2.1 Zero based budgeting
Zero-budgeting is a means whereby all expenses are justified for each period. This method starts from zero-base and every function is analysed according its needs and costs.
Zero-Based Budgeting is very detailed, and for this reason it can be an ongoing process, done for many years, reviewed from managers or group leaders.
[bookmark: _GoBack]Zero based-budgeting can help lower costs avoiding general increases or reductions in the budget from a previous period. It is a process that requires a lot of time and requires more time than that of traditional cost based-budgeting.

2.2 Advantages of Zero-based budgeting over Traditional Based
Traditional budget requires incremental increases, compared to the previous budgets, like a 2% increase in spending, different from the zero-based budget,
Which requires a justification of old and new expenses. 
Traditional budget analyses just new expenses, in the same time zero-based budgeting analyses from zero and requires a justification of old expenses, recurring and new.
Zero-based budgeting try to justify the expenses and try to value an organisation for revenue and costs.

[bookmark: _Toc341883018]2.3How the Organisation Might introduce Zero-based Budgeting

Many companies in hospitality industry every year present to their owners a detailed budget.
The operating expenses will be the expenses of the previous year, increased by a CPI.
Just some of the budget presentations will miss some details about the logic of the expenses, but they will have explanation on the expenses fixed. 
In terms of the labour, this is one the most worried things and for this reason the companies need to present some productivity analysis. 
However most of the companies will be lack of explanation on how the expenses will be managed and also a more detailed explanation on improvements.
In this era, the hotel industries are very competitive, for this reason the hotel budget is not anymore a routine process for increasing the previous year expenses and revenues.
The companies in hospitality are always looking for methods to predict future operations and resource requirements. This can allow to regulate the budget plans for keep going for the competition. This changes the methods for the budgeting process, fixed and flexible.
The traditional method for the hospitality industry for the budgeting revenues and expenses has always been the same, the common methods used are fixed budgeting and incremental budgeting.
Now they introduced the base-budget zero. The hotel owners were trying to find out solutions of how the money are spent and how their asset are going. This is need documentation that certify the understanding of the expenses and the relationship with the revenues, food, room nights.
In the hospitality, expenses are always increases, instead the revenue streams are variable.
Database budgets will help the preparation of zero based budgets and will help operators to provide enough information for the hotel owners and managers when they reviews the annual budget.
The Hospitality industry is late respect to the others industries and is late in technology as well, talking about budget. 











2. [bookmark: _Toc341883019]Conclusion

Broad-reaching cost transformation that takes a sheet for resource planning, is simply known as zero-based budgeting.
Zero- based budgeting is unlike traditional budget which its process is carried out through examining all expenses incurred for each period,  It assists managers to check all the expenses as well as requirements needed to justify every expense of an item that should be kept. Also it guides companies to increase their competitiveness and to redesign its cost structure.
Also zero-based budgeting analyses which activities should be done at which levels and frequency. Also it examines how they could be better performed.
The process is very helpful for put together resource allocations with strategic goals.
There are various processes companies should adhere to in implementing zero-based budgeting, such as the following;
· Re-envision the business and understand which activities and resources will be necessary for compete under market conditions 
· Utilize  a blank paper sheet approach to identify vital initiatives
· Build the future state for justify the correct activities
· Reset budgets redesigning the planning and the organization
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