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Description automatically generated]Cash Budgeting: Any organization must plan cash budget for a certain amount of period. It ensures organizations expenditures match planned cash flows; organizations performance depends on the accuracy of cash budgeting. It can be weekly, monthly, or yearly. Cash budget helps to run the organization which is also called operational budget. Cash budget manages cash inflow and out flow of an organization.
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[bookmark: _Toc107167888]Executive Summary
The purpose of this report is to identify the advantages of a zero-based budget over traditional ones and the processes to implement them at the firm level. For this, this report has shown an overview of traditional budgeting and ZBB. Here, the advantages and disadvantages of both of the studies have been discussed.
After that, the process of ZBB along with its implementation of it for a hotel has been analysed. It has been concluded that a thorough plan is required for the successful implementation of the process. Then, the impact of budgeting control on the sustainability practices of the hotel has been analysed. Finally, a pro forma budget calculation has been prepared to provide an idea of ZBB.  
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1. [bookmark: _Toc107167889]Introduction
A budget is denoted as a statement of incomes and expenses for a specific entity for a specified period. Because of the sheer impact of budget on organizational revenue generation, companies should be vigilant while preparing budgets (Sharma & Frost, 2020). Over time, budgeting procedures have seen several changes. The focus of traditional budgeting on the costs rather than value creation for the stakeholders of the company has caused serious criticism over years (Matsoso et al., 2021). On the other hand, zero-based budgeting has provided a more practical approach to ensuring the evaluation, effectiveness and project orientation of costs to be included in the budget. Companies belonging to a competitive industry like hospitality need to consider the changes in the environment and implement them in the budgeting, which is proposed by zero-based budgeting.






2. [bookmark: _Toc107167890]Zero-based Budgeting (ZBB)
[bookmark: _Toc107167891]The Understanding of Traditional and ZBB
[bookmark: _Toc107167892]Traditional Budgeting
Traditional budgeting is a way of creating a budget based on the traditional cost-based accounting system. Generally, the budget is prepared in an incremental approach following the previous year’s format budget (Alrawazqee & Tsatkhlanova, 2021). It means that most of the cost and revenue sources remained intact while having slightly increased or decreased percentage changes in the budget-related factors. The expenditure amounts are changed based on company projection of the rise or fall of demands, market conditions and inflation etc. (Bergmann et al., 2020). 
[bookmark: _Toc107167893]Zero-based Budgeting
This form of budgeting requires the start of the overall budgeting process from the start or ‘zero bases’ (Ibrahim, 2019). The budgeter needs to explain every possible source of costs as well as revenues and provide justification for including the items there. As per the method, the activities of the company are reassessed while preparing the budget. This budgeting system was introduced in the 1970s and due to its preciseness in selecting the most relevant items, it became widely popular among different organisation (Adah, 2016). Due to the rigorous process of the inclusion of the activities, no insignificant costs can enter the budget, increasing the probability of higher revenue generation in the company. For example, a hotel used to have a £550,000 maintenance cost in 2019. If it follows ZBB, then the budget in 2020 will have lower maintenance cost due to lock-down effects. So, despite increased costs in other sectors, this sector will have less cost.
[bookmark: _Toc107167894]Traditional vs. ZBB
These two types of budgeting processes have some core points of differentiation:
· Zero-based budgeting acts as a situational, authentic, logical and strategic budgeting policy, unlike traditional budgeting. While traditional budgeting depends on the set format of an organisation that has not been probably updated for years, ZBB always starts a new in each year (Popesko, 2017). 
· Traditional budgets are not very detail-oriented and are generally focused on incremental values. ZBB is very detail-oriented and tries to specify all possible cost sectors (Ibrahim et al., 2017).
· The managers preparing ZBB have to justify the reason behind any cost inclusion in the budget. It helps to avoid unintended and redundant costs. Traditional budgets do not need that much responsibility to take. 
· ZBB can be modified based on situations, while traditional budgets are more strict and inflexible. Generally, a certain percentage is used for the growth assumptions while using the traditional budget. But ZBB uses all the changes in the economy, politics and other environments and aligns those changes with company goals.
The above analysis points out the factor that zero-based budgeting is more precise and situational than traditional budgeting. So, it is of great use to cyclical industries like the hospitality industry. 



[bookmark: _Toc107167895]Zero-based Budgeting Process and Its Implementation
[bookmark: _Toc107167896]Process of Zero-based Budgeting
Due to the nature of a continued fresh start and strict inspection of ZBB, there are very few chances of including an irrelevant cost (Alddin & Dali, 2021). The overall process of a zero-based budget is shown here:
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Figure 01: Zero-based Budgeting Process
Source: Adapted from Oraka et al., 2016
· At first, the decision units of the company are to be found out. These units are independent of each other and denote completely different ranges of work. Some of the most distinguished decision units of hotels are- customer service management, marketing, finance, IT, HR and hotel management etc. (Oraka et al., 2016) Each of these units requires specific things to attain company goals.
· Decision package making is the second step of this process. Here each unit is divided into smaller decision packages (Regan & Brown, 2021). For example, housekeeping is a part of the hotel management unit. Due to the Covid-19 pandemic, more emphasis is required on this aspect due to changes in hygiene and health rules. So, the hotel will need to increase the cost here.
· After making individual packages, all the packages are ranked based on their importance in attaining company’s goals and adding value to the stakeholders. For example, the concept of marketing is changed nowadays. The increased use of social media marketing has reduced the need for traditional print-media marketing. So, a revision in the cost of marketing will be revised and ranked concerning other decisions.
· The fourth stage of the process is to allocate proper resources to the packages. Every hotel has its own set of resources that distinguishes it from others. Based on the eligibility of the packages, resources are provided accordingly (Peterson et al., 2022).
· The final stage is controlling and monitoring. Despite intense inspection of the packages and their funding, there might be some issues regarding the budget. The manager will check those out and try to look for further solutions.
[bookmark: _Toc107167897]Implementation of ZBB
Zero-based budgeting is very much appropriate for the hospitality industry as its main goal is to achieve optimal allocation of resources (Bunget, 2021). Successful implementation of the ZBB requires the following steps:
I. Determining the Budget Objectives- The most prominent cause of introducing ZBB is cost reduction in most cases. Hence the management needs to lay out a proper plan for the ways it may cut costs and increase revenues (Cfajournal.com, 2022). Additionally, unnecessary projects are needed to be dropped. 
II. Detecting Organisational Scopes- As zero-based budgets can also be used for specific projects, initially, it may be implemented for small-scale projects such as the introduction of new HR software for hiring employees or detecting employee engagement (Vadapalli, 2021).
III. Sources of Earning Revenues- Increasing profit can be achieved in two ways, cost-cutting or increasing revenue bases. For example, the hotel may add fitness services, spa and gym for adding value and increase room rents. But it will also create huge costs based on the equipment and installation needs (Schick, 2018). Before making a budget, all probable sources of income and costs should be identified properly.
IV. Identifying the Decision Units- A proper cost-benefit analysis is to be performed before identifying decision units. The managers in the top management are continuously required to set units based on the future expansion plan of the company (Nwosu et al., 2020).
After following the above-mentioned steps successfully, the proper implementation of ZBB is possible.




[bookmark: _Toc107167898]Budgeting Control to Support Sustainability
Budgetary control is indicated as the procedure of controlling revenues and costs while coordinating the organisational strategies  (Shefren et al., 2021). Due to recent movements toward green tourism and eco-travelling, sustainability has become even a greater issue for hotels. There are several ways through which hotels can take the help of budgetary controls towards achieving sustainability. Those ways are as follows:
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Figure 02: Impact of Budgeting Control on Sustainability
Source: Adapted from Pereira et al., 2021
More Emphasis on Revenue Generation through Energy Conservation- This has a twofold impact on the hotel. With a decrease in energy conservation in the form of electricity, water and gas, the overall cost of the hotel will be decreased. So, a budget planning the reduction of the usage of these resources will help to support sustainability.
Waste Reduction Costs- This requires the capabilities of the employees to manage waste disposal. Additionally, reducing the use of plastics, and non-recyclable utensils may ensure a reduction in wastage and pollutants greatly (Mensah, 2020). This may increase the cost of services but will help to promote the eco-friendliness of the hotel.
More Cost on Local Foods and less on Processed Foods- Processed foods leave a good amount of plastic wraps, tin foils etc. which creates environmental pollution. If the budget of a hotel included the cost of sourcing locally produced fresh foods it in effect reduces the chances of polluting the world. 
Marketing Costs to Promote Ecotourism- With the advertisement promoting eco-tourism done by the hotel, the hotel creates an image of an environment-friendly staying solution for the people. It will help to boost profitability and create positivity (Han et al., 2019).



3. [bookmark: _Toc107167899]Conclusion
This study has been prepared to show the basic characteristics of traditional and zero-based budgeting and the way of implementing the zero-based budgeting process in the hotel. Zero-based budgeting offers a range of advantages over traditional budgeting. While traditional budgeting is inflexible and historical data-based, ZBB offers the proper inquiry of every single factor to be included in the data set. If the hotel implements this efficiently based on the proper process, it can become quite sure to properly utilise its resources and reduce unnecessary costs. Furthermore, it will help to keep up with the changing trends in the business environment and help the hotel to promote eco-tourism and green initiatives. This will increase the operational efficiency and will create a good image for the customers too. 


4. [bookmark: _Toc107167900]Budget Calculations
	Hotel Budget

	For the year 2022

	Income
	(£ '000)

	Room Rent based Sales 
	152,200.00

	Food and Beverage
	26,000.00

	Spa  
	400.00

	Total Revenue
	178,600.00

	
	

	Expenses
	

	Cost of Sales
	82,800.00

	Administrative & General
	48,000.00

	Payroll
	1000.00

	Promotions
	680.00

	Control
	2,000.00

	Insurance 
	2,500.00

	Supplies
	1,000.00

	Depreciation
	2,500.00

	Impairment Charges
	300.00

	Rental
	7000.00

	Sundry Expenses
	500.00

	Total Expenses
	148,280.00

	Net Profit
	30,320.00
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