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[bookmark: _Toc98721603]Executive Summary
In zero-based budgeting, each cost component is analysed and evaluated, and funds are allocated based on the importance of that item at any given moment. This method's goal is to make optimal use of available resources. It has some advantages over the traditional one, such as being more justified and aligned, more focused, more effective, having more collaboration etc. By following these eight things, the Continental Hotel can introduce the zero-based budgetary system. But its efficiency and effectiveness depend on the overall activities and plan of the organization. A well-crafted and effective budgetary plan is always cherished in the organization.
 















Table of Contents
Executive Summary	1
1.	Introduction	3
2.	Zero Based Budgeting	4
2.1 Zero-based budgeting	4
2.2 Advantages of Zero-based budgeting over Traditional Based	5
2.3 How the Continental Hotel might introduce Zero-based Budgeting	6
3.	Conclusion	8
4. Budget Calculations	9
5. Reference List	10



1. [bookmark: _Toc98721604]Introduction
Any organization's budgeting process must be well-coordinated. Budgeting has a direct impact on financial issues. There has been a dramatic shift in the importance of financial variables throughout time. So, many firms are not using the conventional budgeting method of including specified financial variables in the budget automatically (Ibrahim, 2019). A program's efficacy and necessity are taken into account when determining how much money is given out in financing. Zero-based budgeting is a term for this form of budgeting in which the budget items are included and money is allocated according to the needs of the organization. According to the demands and effectiveness of the organization, budget elements are not determined based on prior records. Because of the shifting needs of the financial system, this method of budgeting is becoming more common (Beredugo et al., 2019). 
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[bookmark: _Toc98721606]2.1 Zero-based budgeting
Zero-based budgeting refers to the process of creating a budget from the ground up, or from scratch, starting with zero. It entails revaluation of each and every line item related to the budget, as well as justifying all of the expenses that a department is planning to spend. The fund that is allocated to each item is not predetermined like in traditional budgeting. The importance of assigning value to the items depends on the organizational needs and demands. In the 1970s, Peter Phrr invented this budgeting system (Coyte et al., 2019).
Thus, this is a budgeting system in which all costs are computed on a per-period basis rather than a per-change basis, taking into account changes in operational activity. There must be an explanation of how the corporation will benefit from each and every expense under this model.
While conventional planning implies that historical patterns or expenditures will be continued in the future, zero-based budgeting implies that there will be no accounts to carry forward or spending that has already occurred, which is in contrast to traditional budgeting. It is, in the most literal sense, a strategy for constructing a budget on the basis of zero previous data. It emphasizes the need to define a function and then support the associated expenditures, regardless of the present spending system in place (Ibrahim, 2017).
Under zero-based budgeting, executives are obligated to protect their activities because the budget will not be allowed until upper staff has been able to justify it, at least to a degree. If zero-based budgeting were applied as intended, there would be no need for inappropriate expenditures (Litke, 2021). 

Main motive for using zero-based budgeting
The primary motive behind using zero-based budgeting is to reduce wasteful expenditures by identifying areas where savings may be achieved via cost reduction. To achieve a zero-based budget, it is necessary to include all of the personnel involved. The unnecessary costs act as barriers for the organizations to move forward (Primer, 2016).

Example 
As an example, a company forecasts incurring £30000 in wages and salaries to run the business smoothly. For this budgetary plan, the company needs to analyze the individual items of salaries and wages. Then these items need to be re-evaluated and justified to have a proper allocation to this plan. The amounts are adjusted according to the needs of each item in the organization (Kunnathuvalappil, 2020).
Again, if the company finds that it can cut its costs by £5000 by substituting new technology for the company, then according to the zero-based budgeting, this will be adjusted in the budgetary plan as it is cost-effective (Al-attara, 2020).
The company also identifies that it is incurring an unnecessary cost of £2000 on a budgetary item allocated in the past. This item should be avoided in the next budget plan under this method.
So, zero-based budgeting does not take into account previous data, but instead relies only on the present situation. Both positive and negative aspects may be found in this strategy. The effectiveness of the method mainly depends on the proper allocation and use of the money in the organization (Hijal-Moghrabi, 2019).

[bookmark: _Toc98721607]2.2 Advantages of Zero-based budgeting over Traditional Based
Every company uses budgets to keep a record of expenditures and develop strategies of cutting expenses and increasing profits. Budgets from prior years are often used to guide budgeting process for the present and the following year. Traditional budgeting often starts with the last year's budget and applies gradual percentage growth or cuts to fulfill new targets. Most of the time, the percentages here are in the 1-10% area (Nnoli et al., 2016). 
Sometimes, budgets can be out of hand, or in certain years, indicate dramatically greater or lower expenses, based on the general market stance as well as other external forces. Using last year's budget in these situations is a waste of time, since the company's financial status has changed significantly during that time period. As a result of this, a zero-based budget must be implemented. This budgetary system has some advantages over the traditional budgetary plan for which companies including hospitality industries are using the system (Graur et al., 2017). The advantages of zero-based budgeting over the traditional one are as follows:
Well justified and aligned: The zero-based budgeting is more justified and aligned than the traditional budgetary plan. Because every items are analyzed in this budgetary system and money is assigned on these items based on the importance of the items to the organization (Mahler, 2016). 
Encourages more collaboration: In the zero-based budgeting, it is crucial to have involvement of every personnel in the organization as without this, the analysis of the budgetary items will not be effective. This leads to the organization to have more collaboration among the employees (Kazmi et al., 2018). 
Improves operating efficiency: As all the items included in the budgetary system are examined and analyzed to have proper allocation, the resources are used accurately and as a result, it ensures the operating efficiency of the organization (Pye et al., 2017).  
More chance to be effective: Zero-based budgeting has a better probability of being successful than the conventional method since it is based on zero. There's a good chance that the plan will be beneficial if used appropriately once the actual circumstance has been examined and the money has been allotted in light of that (Ilyas et al., 2019).
Zero-based budgeting has these types of several benefits for a business. It has advantages over conventional budgeting in this regard.
[bookmark: _Toc98721608]2.3 How the Continental Hotel might introduce Zero-based Budgeting
The zero-based budgeting can be so effective and fruitful for a hotel like Continental Hotel if this technique is adopted in proper ways. 
There are eight things that must be followed by the Continental Hotel to introduce the zero-based budgeting (Singh et al., 2016). These things are elaborated in the next section.
· To start zero-based budgeting, the conventional budgeting procedure must be redesigned from scratch. The hotel should begin by doing research and speaking with experts or peers to get a clear picture of what improvements it want to make in the process and in the company (Salahuddin and Gow, 2016).
· The effective launch of this program might be jeopardized by Excel. The key is to find technology that makes it simple for the hotel budget holders to adopt and accept your new method.
· This system does not need the same level of scrutiny or time commitment for every expenditure in every department. The marketing department's £200 expenditure budget for office supplies, for example, does not need the same level of scrutiny as the IT department's £200 million expense budget for consulting services (Bhatia, 2018).
· The next step is to know all the drivers that will affect the budgeting technique. These drivers. Accounts Payable staffing may be linked to the quantity of invoices handled, for example.
· Training and instruction are necessary for a new procedure, particularly one that represents the severity of zero-based budgeting. A knowledge of the new method and its supporting infrastructure is essential for training. Even with the correct technology, the procedure should be more straightforward and less time-consuming to learn than it now is (Raymond et al. 2017).
· Proper plan should be developed in the next stage to feasible the zero-based budgeting. This is vital step for the hotel.
· Next, the hotel needs to maintain a high level of support and buy-in from the company's top executives on the need for change.
· As zero-based budgeting focuses on every department of the organization and fundamental changes are required, there need to take the help of experienced people who have already gone through this budgeting technique (Alio et al., 2019).

So, these things should be followed to successfully introduce the zero-based budgeting in the Continental Hotel.



3. [bookmark: _Toc98721609]Conclusion
Organizations have a focus on zero-based budgeting for its differentiated advantages. It is a budgeting technique that does not use the previous data as its basis. Budgets are allocated based on the importance of the items to the organization. This is why it is more justified and effective than traditional budgeting (Gabrielli et al., 2020). The budget can be implemented in the organization by following some things. These things help the company to feasible the budget successfully.
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The budget calculations for a hotel like Continental can be like that (BLAY, 2020):
	Particulars
	Amounts (in £)

	Revenues
	

	Expected Hotel Revenue
	£43250

	
	

	Expected Expenses
	

	Salaries and Wages
	25000

	Utility Bill
	1200

	Newspapers and Magazines
	300

	Human Resources Cost
	200

	Insurance Cost
	250

	Equipment
	6500

	Internet, Phone and Television Costs
	250

	Vehicles
	750

	Furniture
	2500

	Rent
	300

	Beverage Cost
	4000

	Hotel Management Software and Other Costs
	2000

	
	

	Total Expenses 
	£43250
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