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[bookmark: _Toc107945989]Executive Summary
This report has been prepared to analyse the zero-based budgeting process and its implication. At first, a short introduction has given showing the overall motive of the report. Then the understanding of traditional-based and ZBB has been shown. After that, the process to implement the budgeting process has been shown. The hotel’s activities that are required to implement this budgeting have also been shown. Finally, how the budgeting control process can help to grow sustainability in the hotel has been analysed. Finally, an overall budget calculation has been shown to provide an idea of ZBB. 
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[bookmark: _Toc107945990]1.0 Introduction
Budgeting is referred to as the list of the anticipated expenditures and revenues for a future period and for a certain time frame. Due to continued changes in the business environment, the management needs to avoid losses. A realistic budget regarding all probable items that impact the performance of the company is crucial to cope with the changes surrounding the company (Roosli & Kaduthanam, 2018). Due to its importance, several types of budgeting have evolved through the ages. Traditional budgeting and zero-based budgeting are two examples of many of them. The hotel industry is highly competitive and needs frequent changes in the management style, while the social, economic and other factors are changing (Valuckas, 2019). This report shows insight into zero-based budgets and their implication for the overall budgetary control of the company. It will also provide the implementation of a zero-based budget too. 



2.0 [bookmark: _Toc107945991]Zero-based Budgeting & Related Issues
[bookmark: _Toc107945992]2.1 The Continental Hotel Budget Planner Explanation
Following is the monthly budget planning for the continental hotel for the year 2022:
[image: ]
Table 01: Budget Planner of Continental Hotel
Source: Author’s Calculation
From the above budget, it can be seen that, the hotel receives the most revenue in January, March and September. The most likely reason is an increase in travelling during winter vacations.
Additionally, the salary of the regular employees holds the highest cost amount (£72000 annually). The second and third highest cost goes to mini bar and fitness service costs. But the mini bar costs are largely covered through the receipts from the customers. Other significant costs include- entertainment, utility, and fuel costs. Though there are a good number of cost sources, the revenue is positive in all of the months. It should be mentioned that some particular months have more revenues due to periodic payments of beverages and fixtures. Overall, the hotel incurs profit through its low costs and high revenue.
[bookmark: _Toc107945993]2.2 Zero-based vs. Traditional-based Budgeting
Traditional Budgeting
This type of budgeting is based on the previous financial year’s budget of a company. It is an easy way to prepare the budget and requires less cost for the company as it does not require complex scrutinisation of every budgetary item on the list (FMVA & Hessel, 2021). Generally, traditional budgeting is prepared by adjusting the cost and incomes of the business based on changes in inflation. Other probable items such as labour policy, environmental policies and impact of economic changes etc. are ignored unless they are too impactful (Marotta et al., 2022). 
Traditional budgeting has some advantages, which include- easy implementation, long stability, decentralisation etc. (Dokulil et al., 2017). As this method includes the previous year’s budget as a base, it has a proper format prepared before, so the people making budgets don’t have to think much about which factors are to take. Despite these advantages, traditional budgets are quite inflexible due to a set standard or format (Renfors & Odh, 2018). This makes the overall process inflexible. For example, during 2020, the revenue projection of a hotel should be lower based on the Covid-19 situation, employee retention policy and other economic policies. But by following traditional budgeting, a company may project 10% growth like before, without detecting a major probability of lower growth. 
Zero-based Budgeting (ZBB)
Zero-based budgeting is the process of allocating money to an organisation based on its needs. This type of budgeting is referred as to be of ‘zero-base’ because it does not follow a set format and starts from a base of ‘zero’ every year (Singh, 2016). ZBB allocates the necessary funding based on the actual impact of it on the company requirements Every single item in the budget, starting from maintenance costs to service revenues, is reviewed before the beginning of the budget proposal (Beredugo et al., 2019). It leaves a very low chance that an insignificant source of cost or revenue will be included. These budgets are linked with detailed knowledge about the organisational activities and eliminate the inclusion of repetitive and illogical items’ in the budget. The main motive is to boost revenues by including effective cost materials that align with company missions and strategies.
ZBB can reduce administrative costs by 10%-12% of a company (Ibrahim et al., 2017). This budgeting process ensures savings through automatic cost reduction, improves operational efficiency and well justification of the current strategy. As every part of the budget is well scrutinised, there is almost no chance left to include unnecessary items, which boosts the efficiency of the company.



[bookmark: _Toc107945994]2.3 Process and Implementation of Zero-based Budgeting
Process
Zero-based Budgeting allows a company to critically analyse all the ways of costs incurrence and hence can help to find ways to cut costs. As the budgeting process starts from scratch, the budget becomes free of the errors and limitations of previous budgets (Hijal-Moghrabi, 2019). Adopting a proper ZBB, the following steps are necessary:
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Figure 01: Zero-based Budgeting Procedure
Source: Adapted from Alamry et. Al, 2020
The first step in the ZBB process is to find out the decision unit, which can either be a single activity or a cluster of different activities that are identifiable and applicable in organisational projects. These units must be independent and specified towards the goal of the company. Service, Accounting, HR, Customer relationship unit etc. are some of the most notable decision units (Zhang et al., 2021). 
This is the most integral part of the ZBB process. The decision units are divided into decision packages and act as the proposal for the current activities. The functions of the unit, probable operations, need for the proposal, probability of implementation etc. are defined by these decision packages (Jarad & Rashid, 2021). Based on these packages, the sources of costs and revenues can be found.
After selecting decision packages, the most important and relevant packages across and within the decision units are ranked. The use of available key financial and non-financial resources is accommodated to the best decision packages. In other words, the most promising packages tend to get better resources. After that, these packages are monitored for their final performances.
Implementation
Zero-based budgeting is different based on the type of organisation and its needs of it. ZBB identifies the key cost sources in every budgeting period based on the needs of the company and the environment it operates (Peterson et al., 2022). The hotel needs to take the following steps to implement this budgeting system:
· Identification of goals and objectives- Removing the traditional budgeting system and introducing ZBB will require a clear set of strategies and goals. The hotel needs to identify those and take necessary measurements to employ ZBB from the following year.
· Hire, train and develop skills for preparing ZBB- As the zero-based budgeting system is quite different than the traditional budgeting system, and it needs much more time than traditional budgeting, the employees who make budgets need to be properly educated on the budgeting system (Nwosu et al., 2020). The hotel needs to ensure that they possess enough knowledge before implementing ZBB.
· Identification of cost drivers- The business environment is continuously changing due to the covid-19 pandemic and Brexit. So, several policies of the UK have been changed from the previous time. This may increase several costs, such as health and hygiene maintenance, maintenance fees, the introduction of yoga and spa facilities etc. 
· Change in management strategies- Implementing ZBB is not possible to be implemented overnight. The complex and new methodology of this new budgeting process must be included in the company strategies (Keramat et. Al., 2016). Several experts and trainers can be used to make the managers learn about the new process.
So, these are the processes through which ZBB can be implemented.



[bookmark: _Toc107945995]2.4 Impact of Budgeting Control on Sustainability
Sustainability refers to performing businesses without creating any negative impact on the environment, society, individual, or community. Being one of the most service-oriented businesses, the hotel industry has a huge responsibility toward maintaining sustainability and budgetary control is a way to manage this (Calisto et al., 2021). Following are the ways how budgetary control can create sustainability: 
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Figure 02: Budgeting Control’s Role in Sustainability
Source: Adapted from Dos Santos et al., 2017
· Introduction of non-toxic surroundings- The hotel budget can include the removal of bio-hazardous materials from the nearby areas of the hotel. If it is added to the maintenance cost, the hotel can focus more on going green (Saleh et al., 2021).
· Reduction of plastic material- Giving more emphasis to using eco-friendly or reusable cutlery items can help hoteliers to reduce their plastic footprint in the world.
· More budgets on providing organic products- By serving the customers with eco-friendly, recyclable products for their everyday use, such as bathing, shampooing etc., help to make the hotel more advanced towards sustainability (Duric & Potočnik, 2021).
· Promoting eco-travelers- Marketing is a big cost source for the hotel budgets. Through social media marketing, hotels promote their services and appreciation towards eco-travelers. This in effect may reduce pollution by travellers and promote eco-tourism (Navratil et al., 2019).
After using the budgeting control procedure to cope with the changing environmental needs, the hotel can move towards green servicing to the customers (Lin & Wu, 2017). All of this will help the hotel to be sustainable


[bookmark: _Toc107945996]3.0 Conclusion
Zero-based budgeting offers the identification of company-specific and project-specific costs and revenues. This is highly unlikely to find in traditional budgeting methods as it follows the previous format only. The criteria to start everything from scratch and align it to the changing environment can be time-consuming and costly. It can also help to maintain the organisation maintain sustainability and help to cope with the changing situation. But as a hotel that has not used ZBB before, the new implementation of the budgeting method may lead to some issues. A thoroughly prepared plan can help the management of the hotel to maintain the process properly and to establish and ensure sustainability within the organisation.


[bookmark: _Toc107945997]Calculations
	The Continental Hotel’s Budget

	
	in (£ '000)

	Income
	2022

	Operating Income
	84,000.00

	Food and Beverage
	620.00

	Other Income
	320.00

	Total Revenue
	84,940.00

	
	

	Expenses
	

	Cost of Sales
	32000.00

	Salaries and other Benefits
	10800.00

	Administrative & General
	9050.00

	Advertising
	1020.00

	Insurance
	1300.00

	Depreciation
	600.00

	Electricity
	750.00

	Dues
	600.00

	Contractors
	300.00

	Rental
	1000.00

	Total Expenses
	57,420.00

	Net Income
	27,520.00
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