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Executive Summary


The main idea of the report is the introduction and presentation of a zero-based budgeting technique. Research proves the advantages of the zero-based budgeting  technique in calculating a more efficient and economical budget. It compares the advantages and disadvantages of this technique with the traditional budgeting method and highlights why it is important to introduce this to the hotel in the near future..
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1. Introduction

The purpose of this report is to outline and asses the method of zero-base budgeting and assesses the advantages zero-base budgeting has over traditional based budgeting and also provides suggestions, how the organisation might introduce such a technique in practical termn in the future.
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2. Zero-based budgeting

     2.1  Zero-based budgeting

When budgets are prepared by estimating and justifying all revenue and expenditure for the new accounting year, this approach is called zero-based budget. With this method budget preparation starts from the beginning, wherever every single task in a business is examined for its expected revenue and expenses. These financial statements can be higher or lower than last year’s budget. A zero-based budget is better suited to high growth companies that employ emerging growth strategies as their potential revenues and costs has often changed.
The zero-based budget has been gaining popularity recently, due to the rapid  transformations in the business environment. An incremental budget supposes that the future is a continuation of the past; yet, it is uncertaain whether this is quite correct. The festimates and outcomes for the coming year may vary dramatically over the coming year. So, the zero-based budget has been favored by many farmers for efficient budgeting.
Despite the benefits of zero-based budgets, it is hard to prepare and very time-consuming, where chief officials from all sectors have to explain how to expect all the awaited outcomes and the ZBB is also evaluated for being too driven on short – term thinking and forcing leaders to reduce costs that could negatively impact the future.


           2.2  Advantages of Zero-based budgeting over Traditional Based 

The most important contrast among a zero-based budget and traditional budgeting is that while zero-based budgeting is accomplished by justifying all revenue and expenses for the accounting period, performance budgeting takes into account per-unit revenue and performance through efficient resource allocation.
 The key disparity amongst zero-based  budgeting and traditional budgeting is due to the flexibility of zero budgeting in responding to market changes, carefully planning each expected result, and performance estimation is widely used in situations where efficient allocation of scarce resources is essential.
Traditional budgeting takes into account the amount of costs involved. And zero-based budgeting uses the “why” approach. This directs to the root of the cost. The purpose of zero budgeting is to achieve the targets of the organization. Zero-based budgeting avoids data from past years to help you make the right choices. Zero-based budgeting focuses on cost-benefit analysis. Also it examines the need for the cost and the cost benefit. Creating an effective zero-based budget demands more exact informations. Zero budgeting works both vertically and horizontally. And therefore, it enables all levels of management to be involved in the organization's decision-making process.
The difference between a traditional budget and a zero budget depends on whether executives choose to work the prior resources as the base for therecent financial statement or independently of past performance.Equal procedures have benefits and difficulties as well. Regardless of the traditional or zero-based style, when profits and costs are actually explained, budgets may be implemented to deliver hopeful outcomes.

       2.3  How the Organisation Might introduce Zero-based Budgeting

As  zero-based budgeting effectively controls company costs and eliminates unnecessary expenses within the company, it is worth considering using such a budgeting technique to approximate the budget of the hotel in the future.
Unlike the old methods, zero-based budgeting can improve hotel services. To improve the customer experience, the hotel can improve the user-friendliness of the hotel’s website. These types of expenses are difficult to explain, but if the primary goal of the management team is to improve the customer experience, it is more likely to get approval from the decision-making team. 
Zero-based budgeting is well suited to the hotel industry as it requires cost efficiency. It can be a necessary task to ensure that the business capitals are managed cost-effectively. Appointing a group of specialist  for this task in the future can have a beneficial influence on the approximate budget calculation, after the company's strategic vision was clearly stated and the company's priorities for the team were highlighted, and the employees understood the background and reasons behind the goals set. 





3. Conclusion

To conclude, the report defined and evaluated the zero-based budgeting technique and its advantages and disadvantages. It has drawn a comparison between the zero-based budgeting and traditional budgeting and based on research, it suggested the implementation of such technique to the hotel in practical terms.
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