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This report is about the financial management of the hotel industry. It is divided into two tasks where the first task shows the cash flow forecast of Continental hotel which will help the company have a clearer sense of its future cash flows and enable the hotel managers make better decisions. In task 1, traditional budget and zero-base budget are discussed and the main differences of these two budgeting methods are analyzed. Then, it shows what steps are to be followed to prepare a zero-base budget and the ways to implement it. Finally, the report shows how budgeting control supports sustainability. 
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Budgeting mainly includes forecasting of cash flows in order to enable an organization to make better strategic decisions to ensure superior profitability. Business organizations use budgetary control to have a better understanding of the cash inflows and outflows that will be occurred and to take proactive actions accordingly. 
The budget of Continental hotel is prepared below which shows the forecast of cash inflows and outflows for the forthcoming year. This will help the hotel to have a better understanding of the cash flows and they will get to know whether they can face cash shortages at certain point of time. 

	 
	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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Traditional budget refers to the budgeting method in which the budget of the last year works as a basis for the preparation of the budget of the current year. This budgeting method is quite outdated and it is not used that much by business organizations nowadays. In traditional based budget, expenses resulted from different factors are adjusted in the previous year’s budget. In this budgeting method, past transactional data is an integral part as only the items that are not reflected in the past budget are taken into account. That is, only incremental changes are considered in making the budget. On the other hand, zero-based budget is a budgeting method in which there is no basis and the budget of the current year is prepared based on data from current year only. That is, this budgeting method does not take into account past revenues and expenses in preparing current year’s budget. So, this method does not consider only incremental changes rather it considers all the items of the current year. This method of budgeting is becoming more common in today's world due to the fact that it is more relevant and provides a better reflection of a company's success (Bergstrand, 2017).
There are a lot of differences in this two budgeting methods. The differences can be perceived from the following dimensions:
Definition/Meaning: Traditional budget refers to the budget where the base is the budget of the previous year. Zero-base budget refers to the budget where there is no base meaning that the budget is prepared from scratch (Bielefeld and Schneider, 2015).
Preparation: Preparing traditional budget is simple and easy as only incremental changes are adjusted in the previous year’s budget. On the other hand, preparation of zero-base budget is complex as everything relevant to the current year is needed to be adjusted. 
Emphasis: Emphasis is given on the revenues and expenses of previous year in traditional based budget whereas all the items of the current year are emphasized in zero-base budget. 
Cost effectiveness: Traditional budget is not cost effective whereas the main purpose of preparing zero-base budget is to ensure cost effectiveness. 
Desired by: All the functional units or departments of an organization may prefer traditional based budget whereas only those units or departments that are profit oriented prefer zero-base budget. 
Clarity: The concept of traditional budgeting is vague and sometimes it does not make much sense whereas zero-base budget is clearer and relevant which is why organizations prefer it.
Superiority: Other than simplicity of steps, traditional budget does not help a company much in gaining anything. Also, there is high chance error in this method. On the other hand, zero-base budgeting is cost effective and thus helps the company in increasing profits. Also, this method is less time consuming and has a detailed orientation. All this make zero-base budget superior over traditional budget (Bogsnes, 2013). 






[bookmark: _Toc107146903]The process of zero-base budget and its implementation
Because there is no base in zero-base budgeting, a budget with a zero base must be created from the scratch. The primary objective behind developing a budget with a zero-based starting point is to reduce overhead expenses and, as a result, boost the company's overall profit margin (Greve, 2011). The organization has to go through a series of consecutive steps in order to prepare a zero-based budget. These steps are carried out in order to guarantee that the company's available resources are distributed appropriately in accordance with the priorities of the activities that are being carried out. The steps that are followed in zero-base budgeting are:
Identification of the decision units: Identification of the decision units is the first step in the preparation of zero-base budget. Decision units are single activity or cluster of activities that are independent. That is the decision units can be separated from each other. The decision units mainly include the functional areas within the business organization such as production, marketing, finance, human resource management, accounting etc (Lalli, 2011). The functional managers have to determine the expenses for their respective areas and they have to justify those expenses to get funds and other resources. 
Creation of decision packages: The second step includes dividing the decision packages into smaller activities known as decision packages. These decision packages are supposed act as a standalone proposal to get allocation of resources. They have to show justification regarding the importance of the proposal, the desired outcomes of it and the negative effects on the firm if resources are not allocated for their respective decision packages. 
Ranking of decision packages: This step is the decisive step since it is here that the decision packages are ranked to determine how the resources will be distributed. The ranking is determined by taking into account the importance of all of the decision packages. In this case, the corporation places a strong emphasis on cost effectiveness, seeing as how doing so is one of the most crucial reasons for developing a budget that is zero-based (Shim, Siegel and Shim, 2018).
Allocation of available resources: The previous phase, the fourth step, will be expanded upon in this step. In other words, the available resources that the organization possesses are distributed among the decision packages in accordance with the ranking that was derived in the fourth step. To keep their expenses to a minimum, businesses will make every effort to maximize the effectiveness of their resource utilization. One thing that should be kept in mind is making sure that the cost structure and justifications that are provided by the functional managers are both achievable and reasonable (Rifkin, 2014).
Monitoring the whole process
The final step in the zero budgeting process is to monitor and control the decision packages to make sure that the allocation of resources done in the fourth step was worth it. 
By following the above mentioned steps, a company can implement zero-base budget in their budgetary planning and control. If the zero-base budget is not implemented appropriately, it will not provide the organization with the benefits that are expected (Rautenstrauch and Villers, 2014). Some practices followed for proper implementation of this budgeting method include:
· Segregation of duties and responsibilities
· Installation of automated expense tracking software
· Development of goals or benchmarks to be achieved
· Review on a frequent basis
· Sticking to the process till the end


[bookmark: _Toc107146904]How budgeting control supports sustainability
Sustainability is the process of fulfilling the needs of the people of current generation without comprising the ability of future generation to meet their own needs. There are various forms of sustainability including economic sustainability, social sustainability and environmental sustainability (Majocchi, 2019). That means, sustainability ensures a good balance between economic development, social well-being and environmental care. Budgeting controls support sustainability in a number of ways. A lot of countries in the world have sustainable development goals for the betterment of the nation. Here, budget plays in important role in the allocation of the resources effectively. It enables the govt. to engage with the population and improve transparency. Budgeting thus helps the government in generating higher economic growth through efficient allocation and distribution of resources. Budgeting also helps business organizations know about the future cash flows and let the managers takes strategic business decisions which ensures superior profitability for the business organizations. To ensure environmental sustainability, Green budgeting is used by organizations which makes the decision makers careful about the impacts of the budgeting choices they make on the environment (Bova, 2018).  Through ensuring sustainable development, budgeting controls make the lives of people better in the society. 
To conclude, budgeting controls support sustainability by enabling the decision makers make proper allocation and distribution of resources. 

[bookmark: _Toc106894549]

[bookmark: _Toc107146905]Conclusion
The hotel industry's financial management was the subject of this report. It is separated into two tasks, the first of which displays the Continental Hotel's cash flow prediction. This will assist the business have a better understanding of its future cash flows and enable the hotel managers to make better decisions. Task 1 compares and contrasts traditional budgeting with zero-base budgeting, highlighting their key differences. It then demonstrated how to create a zero-base budget and how to put it into practice. The report concluded by demonstrating how budgeting control promotes sustainability.
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