The Continental Hotel Budget Planner
Task 1: Budget Forecast
The budget forecast is necessary to utilize resources effectively. The budget cash flow for the ‘The Continental Hotel Budget Planner’ for the year 2022 is calculated on the spread sheet. The corresponding outcomes are shown below in figure 1:
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Figure 1: Budget for the year 2022
The budget for the forthcoming year i.e. 2023 is developed with a 5 % increase in forecasted payment on business account, cash sales, and total payments as inflation rate for the upcoming year. The corresponding cash flow forecast/budget planner for the year 2023 is shown below in figure 2 as follows:
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Figure 2: Cash Flow Forecast for the year 2023











Task 2: Zero-Based Budgeting
Introduction
A budget is defined as the plan for spending income on various types of expenses for a specific period. It is usually prepared for one year. The process of creating a plan for spending money on varying expenditures is called budgeting (Banks and Giliberti, 2008). Budgeting is a critical aspect of managing income and expenditures. It allows allocating enough resources to execute and perform different things in a particular period (Ramsey and Ramsey, 1985). It also gives an idea of whether the available or expected income is enough for completing future projects. Budgeting is important to ensure that enough money is available for completing the planned projects. Budgeting is of different types including Traditional budget, Kaizen budget, Zero-Based budget, Activity-Based budget, and Base budget (Knight, 1979). The purpose of this report is to explain the difference between a traditional budget and a zero-based budget and to develop an appropriate process for implementing the zero-based budget.
Traditional Budget
Traditional budgeting is defined as the process of planning for future expenses and revenues based on the previous budget. It involves analyzing and predicting the expenses and earnings (Minárik, 2020). This budgeting process is widely used by both small and large-scale organizations. The previous budget assists in justifying the predictions for the future budget, thus traditional budgeting technique is considered an adequate form of budgeting. Traditional budgeting starts by looking at the previous budget revenues. The next step is to analyze the expenses. The expenses are of two types i.e. fixed and variable. The fixed expenses remain the same for each year while the variable expenses are subject to change with time. The fixed expense for an organization may include the rent and maintenance charges (Pietrzak, 2014). The variable expenses involve the utility bills, supplies, cost of manufacturing, fuel charges etc. This process gives an estimate of the expected expenses for the future. Traditional budgeting allows estimating the net profit over a particular period. The difference between the estimated revenues and expected expenses gives the expected profits (Fanning, 1998).
The traditional budgeting process is very simple. The data from the previous budget help to make adequate estimates about future expected revenues and expenses. It assists in making strategic decisions related to cutting costs or initiating new projects for the proliferation of the organizational business (Bhatti and Phaup, 2015). The traditional budget also makes it easy to attract potential investors to increase financing for the business. It is a projection for future revenues that is backed up by the previous budget. Investors would like to invest in a business only if they see the chances for growth. Since traditional budgeting is based on the previous budget, it gives accurate estimates for future revenues, expenses, and profits (Bhatti and Phaup, 2015).
Zero-Based Budgeting
Zero-based budgeting (ZBB) is a process to apportion the appropriate amount of funds for a project based on the necessity and efficiency of the program. The funding is targeted more to activities that align with organizational strategy. Funds are tied to the level of service and particular activities (Swanick and Conrad, 1978). The cuts or increments in funds are not evenly spread across the budget. This sort of budgeting does not require justification from the previous budget. It is an innovative and creative form of budgeting technique that is used to initiate new programs for organizational growth and development. The role of zero-based budgeting is critical in organizational business because it provides the opportunity to take unpopular decisions regarding the allocation of resources. If failed, the consequences are severe, however, if it is successful then it liberates organizations from entrenched methodologies and departments and produces radical savings. ZBB is a process of developing the budget from scratch but the financial figures need to be justified. These figures should be according to the scope of the project and must not be vague or baseless (Chen, 1980).
ZBB assist in developing innovative methodologies to perform specific activities within the organization. By rigorous challenging assumptions, ZBB improves operational efficiency. It leads to enhance savings as it avoids automatic budget increments and supports cost reduction. ZBB is a process that catalyzes broader collaboration throughout the organization (WOO, 2019). Consequently, the resulting budget is aligned with the organizational strategy and is well justified. Contrary to this, ZBB may harm the organizational brand or culture and might disrupt the organization’s operations. The framework of ZBB requires more resources in general and needs specialized training. If the funding is limited, ZBB might be cost-prohibitive. Similarly, if the potential savings are uncertain, ZBB might be risky (Rachlin and Lalli, 1999).  Moreover, preparing a zero-based budget is time consuming, complex, and costly procedure as it is built from scratch.
Implementation Zero-Based Budget
The process of ZBB comprises several steps that facilitate implementing it efficiently. The first in this process is to identify the decision units. Every single activity that can be identified meaningfully and independently is a decision unit. All cost centres involving research and development, human resource, production, and marketing departments act as decision units. The concerned managers are required to prepare a fresh budget for each decision unit and justify it (Ibrahim, 2019). The second step in this process is making decision packages. This step involves breaking down the decision units into small decision packages that are in line with the organizational objectives. These decision packages appeal for allocating funds and act as standalone proposals. Each decision package should determine intangible and economic benefits, the need for proposal, operations, activities, and functions and loss of opportunity (Wetherbe and Montanari, 1981). It must analyze the alternative course of action, operational and technical viability of each decision package, need for each task, and objectives and goals for all activities involved.
The third step to implement zero-based budgeting is to rank the varying decision packages. In this step, all the decision packages are ranked based on their priority and importance. Prioritizing the decision packages is mandatory for the efficient allocation of scarce resources. The cost-effective analysis is used to rank each decision package. The role of management is crucial to assure realistic and accurate costing for each decision package. After ranking the decision packages, the next step is to allocate resources. Funds are to be allocated according to the rank of each decision package. It allows optimum utilization of available resources. Consequently, better funds are allocated to the most anticipating decision package (McCafferry, 1981). The final step in this process is controlling and monitoring. This step involves evaluating and monitoring the outcomes and performance of each decision package. This practice assists in knowing whether the allotment of resources is done appropriately or not (Bunch and Tang, 2006).
Budgeting Control and Sustainability
Sustainability is crucial for the successful implementation of any type of budgeting. Zero-based budgeting is a process of budgeting from scratch. The outcomes of these types of budgeting are uncertain. Effective ZBB ensure good outcomes (Jones and McCaffery, 2008). However, the flaws in this process may lead to disastrous outcomes including huge financial losses. That’s why adequate controlling and monitoring of the budgeting process is mandatory. The controlling process involves the analysis of the outcomes after a regular interval of time (Hunt, 1968). The outcomes must cope with the already established goals and targets. These goals may be financial or non-financial according to the strategic objectives of the organizations. Moreover, the controlling process also ensures sustainability by monitoring the utilization of the resources. ZBB allow adequate changes in the allocation of resources to meet the changing demands of decision packages (Hughes, Minogue and Senaratne, 2008). This is essential to assure sustainable growth.
Budgeting control supports sustainability through effective monitoring of the impact of a particular decision package on the overall organizational performance. ZBB process sets particular goals for each decision package. The control process comprises close monitoring of the targets achieved against each decision package. The achievement of the set goals leads to sustainable growth and performance (Franklin and Ebdon, 2004). In addition to this, budgeting control also involves the analysis of the problems in each decision package. Appropriate identification of the problems in the decision packages helps to minimize the losses and to develop adequate solutions to the identified problems. This paves the way to sustainability. The effectiveness of the whole budgeting process is dependent on budgeting control, particularly for zero-based budgeting (Hou, 2007). Thus it is essential to focus on budgeting control to achieve the set targets and ensure sustainability.
Conclusion
The role of budgeting is significant for ensuring the successful completion of activities and projects. The different forms of budgeting are associated with particular benefits and challenges. The selection of a specific budgeting process is dependent on the type of organization and the corresponding initiatives that are mandatory for the proliferation of the organizational business. Traditional budgeting is an important budgeting method to achieve the set goals. This budgeting process is based on the previous budget to give an estimate of the revenues and expenses. However, zero-based budgeting involves budgeting from scratch. The success of ZBB is dependent on the appropriate selection and ranking of decision packages and the appropriate allocation of resources to each decision package. The most important element of budgeting is budgeting control which ensures sustainability through close monitoring of the various activities, based on the set targets and strategic organizational objectives. 
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