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[bookmark: _Toc341883013]Executive Summary
Traditional budgeting uses previous expenditure to estimate future spending, with the possibility of oversimplifying. Rather, zero–based budgeting adopts a unique method. Heads of departments must base their budgets on company needs and the fulfilment of the company's strategy and goals. This 'start from scratch' strategy to resource allocation results in a more systematic and strategic perspective to resource allocation, which may be extremely valuable in markets where margins are thin and progressively essential. The zero-based budgeting strategy has a number of significant advantages. Zero Based Budgeting will help your company to: Manage expenses more efficiently, increase responsibility and awareness of the cost structure, minimize costs while boosting efficiency, maintain budget management, and drive continual improvement in operations with the correct implementation.
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1. [bookmark: _Toc341883014]Introduction
The budgeting process is a fundamental part of managerial control systems and has shown to be a powerful program for planning, coordinating, and controlling. A firm's long-term and short-term financial plans are also created and implemented as part of the whole process (Black, 2019). Implementing zero-base budgeting is done in much the same way, with only minor differences in mechanics to suit the unique requirements of business and government. As part of zero-based budgeting, all budget demands must be justified at every planning cycle, independent of preceding period budgets (Kagan, 2019). 
This report aims at informing the intercontinental hotel on the efficacy of implementing a zero-based budget program in its operations. The report will examine the concept of zero-based budgeting and its benefits over conventional budgeting. The report will also recommend how the intercontinental hotel can implement zero-based budgeting in its operations. 

2. [bookmark: _Toc341883015]Zero Based Budgeting
[bookmark: _Toc341883016]2.1 Zero-based budgeting
Zero-based budgeting is the course of developing a fresh budget from the bottom up in management accounting. It requires re-evaluating each and every item on the cash flow statement, as well as confirming all of the costs that a company will incur (Beredugo et al., 2019). Thus, zero budgeting can be described as a way of budgeting in which all expenditures for the incoming period are estimated based on real expenses that are to be used up instead than on a differential basis, such as adjusting the expenses suffered to put up for variations; in operational activity (Beredugo et al., 2019). Using this approach, every expenditure must be accompanied by an explanation of the income it will create for the organization.
In contrast to traditional budgeting, zero-based budgeting is predicated on the assumption that there are no pre-committed expenses or balances that may be carried forward. It is a way to start from scratch when putting together a budget. It emphasizes the need to recognize a task and then fund the associated costs, regardless of the present structure of expenditures.
[bookmark: _Toc341883017]2.2 Advantages of Zero-based budgeting over Traditional Based
Budgets are used by all firms to keep track of expenditures and find methods to reduce expenses and increase profits. In most cases, budget planning for the upcoming year is based on prior years (Bacon et al., 2017). As a matter of fact, traditional budgeting often commences with the previous year's budget and applies gradual percentage increases or cuts to fulfil new objectives. These percentages are often in the range of 1% to 10% (Shields, 2019).
It is possible for budgets to spiral out of control or for expenses to rise or fall dramatically, depending on the general market situation and other external variables. In such cases, it is pointless to refer to the previous year's budget because the company's status has changed significantly (Nnoli et al., 2016). Zero-based budgets are necessary since the entire budget has to be reworked from the start. When the organization uses a zero-based budget, each expense/aspect of the business is examined individually. Starting from "zero base" is the technical term for this approach. On the other hand, traditional budgeting solely takes into account new expenditures (Litke, 2021). The advantages of zero-base budgeting include:
Cost Reductions
Cost reductions of between 10% and 25% have been reported by organizations utilizing ZBB. These savings may be used to improve margins or invest in future growth (Al-attara et al., 2020). While top-down cost-cutting tactics may jeopardize service standards and income, Zero-Based Budgeting places a premium on doing the right thing while saving money. This technique provides a low-risk way to change the cost base while maintaining organizations well-equipped and financially safe for future growth.
It is made on Cost-Benefit Analysis
It is simpler for some firms to discover and remove the ones that are not providing enough return on investment when every line item needs to be justified (Ogundele et al., 2019). This analysis may certainly incorporate more value-centric measures including total social capital, cost of ownership, and possibilities specific to the budget period, but it must be contextualized within a bigger budget to give significant comprehensions into these value-centric metrics (Singh, 2016). In other terms, while zero-based budgeting is completed periodically, it can give data for further analysis in other financial frameworks that contain data for elongated phases, such as the financial year, if the firm includes such studies into its processes.
It Prioritizes Resource Allocation Efficiency
Once a Zero-Based Budgeting framework is in operation, resources could be utilized much more economically since those costs that give a good Return On Investment obtain the resources they require, while less vital line items are relegated down the primary concern list or eradicated entirely instead of just being incorporated in the next budget (Wiles, 2020).
It Enhances Optimization in Enterprise Procedural Management
Streamlining spending and emphasizing those products that directly benefit the organization, such as increased value, cost savings, higher efficiency, etc., aids trim the fat and promotes long-term progress (Timmermans et al., 2019). This assists with strategic decision-making, financial preparation, and cash flow management, and also the discovery of chances to re-assess primacies at the project, departmental, unit, and corporate levels.
It Fosters Strategic Growth and Openness
Zero Based Budgeting increased focus on justifying expenditures and integrating expenditure with organizational objectives inspires project executives and internal executives equally to present straightforward, convincing rationalizations for their budgets and illustrate how expenditure endorses their mission and the aggregate growth, earnings, and competitive productivity of the company (Khalifa & Alodhaibi, 2021). By eliminating waste associated with baseline budgeting, ZBB encourages innovation and cuts down on the amount of money wasted, trying to safeguard the succeeding period’s budget from cuts and promote a raise, even when not essential.
2.3 [bookmark: _Toc341883018]How the Organisation Might introduce Zero-based Budgeting
The accomplishment or breakdown of zero-based budgeting is dependent wholly on individuals’ company’s framework and communication aptitudes. Before beginning a project, it is essential to define the goals and set a timetable clearly. For an intercontinental hotel, the following recommendations are the best practices for instituting a new zero-based budget system to guarantee its success:


Installing Automatic Expense Monitoring Software
The tools one uses to track achievements are critical in determining whether one may have achieved success or failure with zero-based budgeting. Expense automation and monitoring software can provide one with a detailed breakdown of their expenses.
Defining Roles and Duties of Each Party
Organize several meetings with key people responsible for overseeing the implementation of the new budget. Outline roles and duties and ensure that everybody is on the same page with the same expectations. Make certain that lines of communication are open and that staff are given the authority to make the best judgments possible.
Establishing a Set of Goals and Milestones
It is critical for one to understand and communicate this to the rest of the company's employees (Shcherbina & Tamulevičienė, 2016). Establish goals at the conclusion of the time and milestones to track throughout the period.
Establishing a Schedule for Frequent Evaluations
No system is flawless the first time it is implemented. To keep track of the progress and discuss any relevant revisions, schedule regular reviews with the team (Bunget, 2021). It is possible that some of the numbers may change, but the overall structure will stay unchanged.
Offering it time
After only one cycle, it is erroneous to conclude that zero-based budgeting is ineffective. Allow enough time for it to assess the results thoroughly. Internal opposition and early-stage blunders are prevalent in the development process. Make it beyond those before deciding whether or not to pass ZBB.
 


3. [bookmark: _Toc341883019]Conclusion
Unlike conventional budgeting frameworks, which commence by creating a budget or projection for the present period and then changing it depending on numerous factors such as inflation, real expenditure data, updated predictions, and so forth, the zero-based budgeting model begins from the ground-up every month and demands explanation for each component. Every component in the past period’s budget gets wiped out when the new budget is created.
This budgeting strategy is forward-facing instead of depending on figures from the previous month, quarter, or year. Conventional budgeting focuses on how a sum of cash is spent, while zero-based budgeting emphasizes on why it is spent at all.
Even though Zero-Based budgeting is a more time-consuming process and complicated than standard budgeting, firms may save money by decreasing "budget bloat" and eliminating unnecessary expenses, all the while laying emphasis on proper decision-making and strategic resource allocations. Additionally, it may be used for a wide range of expenditures, including operating expenses (such as wages and salaries), marketing costs, administrative costs, and COGS (cost of goods sold).
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