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[bookmark: _Toc107453652]Executive Summary
Organisations may establish annual financial plans that complement existing budget planning and review procedures using Zero-Based Budgeting (ZBB). When an organisation has a “zero-based” budget, every department is scrutinised for its needs and expenses, and all spending must be justified. This report has focused on understanding the advantages and implementation of ZBB for Continental Hotel. Standard budgeting methods may not be able to compete in today’s fast-changing global industry for hotel companies like Continental Hotel. ZBB relates strategic goals to specific corporate functions to make them part of the budgeting process. Its versatility allows department heads to look into alternative ways to employ limited resources via a systematic examination of this budgeting strategy. Cost-cutting and budget management are two of the most time-consuming, yet essential, tasks in the business world today. ZBB is one of the most often utilised approaches. Management may make better use of the most potent decision-making tools owing to this new administrative trend.
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[bookmark: _Toc107453653]Continental Hotel Budget Planner
	(in £)
	January
	February
	March
	April
	May
	June
	July
	August
	September
	October
	November
	December
	Total

	 
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Receipts:
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Payment on business Accounts
	6,000
	
	
	
	
	
	
	
	
	
	
	
	6,000

	Cash sales
	91,800
	72,800
	91,800
	46,800
	48,800
	55,800
	63,300
	73,700
	80,800
	55,800
	57,700
	57,600
	7,96,700

	Interest Received
	
	2,549
	4,417
	6,918
	8,034
	9,136
	10,679
	12,514
	14,687
	17,091
	18,873
	20,778
	1,25,675

	 
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Total Receipts
	97,800
	75,349
	96,217
	53,718
	56,834
	64,936
	73,979
	86,214
	95,487
	72,891
	76,573
	78,378
	9,28,375

	 
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Payments:
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Freehold
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Fixtures and fittings
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Property expenses
	
	
	
	
	7,000
	
	
	
	2,500
	
	
	
	9,500

	Laundry
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Energy costs
	700
	700
	700
	700
	700
	700
	700
	700
	700
	700
	700
	700
	8,400

	Payments to suppliers
	4,900
	5,150
	4,900
	8,600
	5,150
	5,600
	4,900
	5,850
	4,900
	5,600
	5,150
	5,600
	66,300

	Wages
	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

	Salaries
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Vehicles
	450
	415
	450
	415
	450
	415
	415
	415
	450
	415
	415
	4,415
	9,120

	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
	300
	3,600

	Marketing
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Overdraft Interest
	
	
	
	
	
	
	
	
	
	
	
	
	 

	 
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Total Payments
	12,850
	13,065
	12,850
	16,515
	20,100
	13,515
	12,815
	13,765
	15,350
	13,515
	13,065
	17,515
	1,74,920

	 
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Balance b/f
	0
	84,950
	1,47,234
	2,30,601
	2,67,804
	3,04,538
	3,55,959
	4,17,123
	4,89,571
	5,69,708
	6,29,085
	6,92,592
	41,89,163

	Net cashflow in month
	84,950
	62,284
	83,367
	37,203
	36,734
	51,421
	61,164
	72,449
	80,137
	59,376
	63,508
	60,863
	7,53,455

	 
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Balance c/f
	84,950
	1,47,234
	2,30,601
	2,67,804
	3,04,538
	3,55,959
	4,17,123
	4,89,571
	5,69,708
	6,29,085
	6,92,592
	7,53,455
	49,42,618





[bookmark: _Toc107453654]1. Introduction
Zero-Based Budgeting (ZBB) is a budgeting approach that has been around for a long time but has just lately become popular among businesses in terms of budget preparation (Al-attara, Mashkourb and Hassanc, 2020). In many nations across the globe, a variety of budgeting methods have arisen, the most notable of which are the conventional, the programme and performance budgeting, the planning and programming budgeting, and the Zero-Base Budgeting. Budgeting on a zero basis aims to accomplish high-level strategic objectives by relating them to particular government functional areas and then measuring past outcomes against expectations, and this is how the budgeting process will be executed to achieve these goals in budgeting (Haxholli, 2015). Concerning their tendencies, the zero-based budget could take several years, with some functional areas that are assessed by managers or a group of administrative leaders in the department at least once a year. This report will focus on understanding the advantages and implementation of ZBB.
[bookmark: _Toc107453655]2. ZBB   
[bookmark: _Toc107453656]2.1 Concept of ZBB  
Funding for programmes is allocated based on their efficiency and need rather than their historical budget allocations in Zero-Based Budget (ZBB) planning. Traditional budgeting does not contain any automatic inclusions (Deloitte TTL, 2022). In ZBB, budgeters must justify each line item to secure funds and must examine every programme and expenditure at the outset of every budget cycle. Continental Hotel may use ZBB on anything from capital expenditures to operating expenses, marketing costs, variable distribution, and the cost of selling a product or service. In the right hands, ZBB has the potential to release enterprises from the shackles of outdated departments and working methods. In the event of a failure, an organisation may have to bear significant losses. ZBB is a technique for preparing the financial budget that covers all the costs that must be allocated for every new fiscal year. Starting at “zero”, the budget analyses the demands and expenses of every single government function inside the unity government (Broughel, 2020). Next, a new budget is drawn up based on the new stage’s needs, regardless of how much the previous budget was. When it comes to re-creating a company’s budget from the bottom up, many businesses find the idea frightening. Under normal conditions, starting over from scratch would only be considered a last-ditch alternative in the event of a financial crisis. However, a growing number of companies are opting for ZBB, an extreme way of budgeting.

How to persuade finance managers to take actions that will boost shareholders' wealth:

· Pay raises and evaluations
· Financial Planning
· approval of initiatives that will bring in money

Explanation: -

· Shareholders can influence financial managers to take actions and make choices that increase shareholder wealth in a number of ways. A contributing element is that:
· For successful projects that aid in the company's expansion or growth and raise its stock value, offer performance incentives or evaluations
· strict budget implementation or methods to reduce a company's operational costs by examining non-essential factors such idle equipment, people, etc.
· Accept initiatives that will increase the company's capital and use it to make money.
· using the zero-based budgeting approach (ZBB)

[bookmark: _Toc107453657]2.2 Benefits of ZBB over Traditional Budgeting
Budget management and cost-cutting are two of the less-than-enjoyable but vital tasks that come with improving a company’s financial performance (Callaghan, Hawke and Mignerey, 2014). If a firm has to compete in today’s rapidly changing global market, traditional budgeting methods may not be sprightly enough (Andrews and Hill, 2003). ZBB is a popular approach that many businesses have adopted. ZBB contrasts with standard budgeting in that organisations that utilise it produce a fresh budget for each new quarter. There are several advantages to this strategy, including the fact that it may help reduce costs by keeping both existing and new expenditures under control (Réka, Ştefan and Daniel, 2014). If a hotel has ever used conventional or contemporary budgeting techniques, ZBB is not going to be a surprise to them. As a trend in administration, it may be utilised to make suitable management choices and provides an efficient approach for management to employ the greatest tools for decision-making in an effective manner.

What Is a Zero-Based Budget (ZBB) Exactly?
Prior to moving on to the following month, the zero-based budgeting (ZBB) budgeting system demands that every cost be justified. The creation of a "zero foundation" is the first stage of the zero-based budgeting process. Next, each company activity's requirements and expenses are assessed. Then, fresh budgets are made depending on the needs of the upcoming period, regardless of whether the prior budget was bigger or less.


· Zero-based budgeting can be useful for individuals, families, and businesses alike.
· Based on the projected financial requirements for each upcoming time period, such as a month, budgets are created.
· Spending can be controlled using "traditional" and "zero-based" budgeting strategies.
· Managers can help cut costs by using a zero-based budgeting approach.

The ZBB process is a departure from the traditional budgeting approach that begins with an approximate for the ongoing year, sometimes gathered from the previous year’s assumption, and afterwards adjusts accordingly depending on different factors, such as inflation, real spending data, as well as updated projections, every month (Réka, Ştefan and Daniel, 2014; Lorain, Garca Domonte and Sastre Peláez, 2015). If Continental Hotel uses the ZBB strategy, no line item is shifted from the previous month’s budget to the next one. Forward-facing, instead of historical, this style of budgeting relies on forecasts rather than past data from the previous month, quarter or year. ZBB is different from traditional budgeting in that it focuses on the reasons for each spending rather than on the amount of money spent (Cardoş, 2014; Weigel and Hiebl, 2018). Even though ZBB is more time-consuming as well as complicated than traditional budgeting, for organisations, it is an excellent chance to reduce “budget bloat” and wasteful spending while prioritising wise decision-making and strategic resource allocation, according to Asogwa and Etim (2017). Cost of goods sold (COGS) is also incredibly versatile and may be used for any kind of cost, such as operational expenditures (such as wages and salaries), marketing costs and administrative costs, etc.

Building a budget from scratch
An overview of budgeting from scratch (ZBB)
ZBB makes it easier for high-level strategic objectives to be incorporated into the budgeting process by connecting them to particular organizational functional areas. The costs of several functional areas can be combined, and the outcomes can be contrasted with prior performance and expectations.

Zero-based budgeting may take several years to complete due to its emphasis on detail, with managers or group leaders focusing on a few functional areas. Zero-based budgeting may enable you to save money by eliminating significant profits or losses from a prior budget period. Implementation, however, takes a lot longer than cost-based planning.

The method also favours departments or divisions that produce immediate revenue or production since those contributions are simpler to explain than those of the customer service or research divisions.
The zero-based budget is based on the fact that the previous budget’s data were not taken into consideration while creating the new budget project and beginning from scratch (Al-attara, Mashkourb and Hassanc, 2020). This is similar to the zero-based spending plan, which does not give priority to programmes already underway or previously vetted when assigning credits, and assumes a decrease in credits or a complete cancellation of projects currently under way if they are found to be inefficient or if their return on investment is not commensurate with their cost (Pyhrr, 2012; Miller, 2018). So the benefits of the zero-based budget system may be seen in the enhancement of the Continental Hotel’s ability to achieve its stated goals, provided that it involves defining goals for service centres and the requirement of matching them to the firm’s spending objectives (Beredugo, Azubike and Okon, 2019). An additional benefit is that inconsistencies between organisational units’ goals can be eliminated through the involvement of different administrative levels in goal-setting and the preparation and arrangement of decision packages, as per Ekanem (2014), along with the achievement of efficient resource distribution among various jobs due to the assessment it contains decision packages within every job.

The zero-based budgeting approach, which is frequently utilized in professional settings, is available to individuals and families.

Contrasting traditional budgeting with zero-based budgeting
A 2% rise in spending over previous budgets is allowed by conventional budgeting. Recent and past expenses must both be taken into account when using a zero-based budget. A 2% rise in spending over previous budgets is allowed by conventional budgeting.

In contrast to traditional planning, which only takes newly incurred expenses into account, zero-based budgeting (ZBB) requires an explanation of both ongoing previously spent expenditures and newly incurred costs. Zero-based budgeting encourages cost management above revenue optimization to increase a company's worth. Additionally, it holds management responsible for cost containment.

Use of the zero-based budgeting approach
Consider a company that produces construction equipment and wants to switch to a zero-based budgeting method, which calls for a more thorough examination of costs associated with manufacturing. The cost of some components used in the company's finished goods but purchased from a different manufacturer is reportedly rising at a pace of 5% annually, according to the company. The corporation might produce these components with the assistance of its staff. The business came to the conclusion that it could create the parts at a lower cost than the external source after weighing the advantages and disadvantages of in-house production.

The business may be able to locate a circumstance in which it can choose whether to produce the component internally or purchase it from a third party, as opposed to simply increasing the budget by a certain amount to meet the cost increase. This is better than adding arbitrary budgetary items to cover up increasing costs.

It could be challenging to identify cost drivers inside departments using conventional budgeting techniques. A more accurate method for determining and justifying expenditures is zero-based budgeting. The complexity of zero-based budgeting necessitates consideration of a therapy's costs and potential advantages.

How exactly does "budgeting from zero" apply?
In the 1960s, Texas Instruments' former account manager Peter Pyhrr created the zero-based budgeting methodology.

According to Lin and Miklos (1979) and Radojevi (2014), the benefits of ZBB also include logical and reasonable distribution of resources as per the needs of the sector, the description of optimal allocation of resources, the effectual revelation of artificially inflated budget, as well as a boost in communication, coordination, and motivation within Continental Hotel. There are some drawbacks to this strategy as well, and they revolve around the fact that it needs a certain period for the budgeting process, as well as the training of managers at all levels.

[bookmark: _Toc107453658]2.3 Introduction of ZBB in Continental Hotel
According to the approach chosen for making the budget, Continental Hotel must adhere to the set of rules and regulations that govern budgeting activity. The “zero bases” of ZBB are an organization’s functions, and each function’s needs and expenditures are analysed (Asogwa and Etim, 2017). If the budget is larger or lower than the previous one, it is dependent on what would be needed in the following period to build the budget. Continental Hotel must start with the assumption that the upcoming period of business activity’s budget is zero, and the company’s management must identify the objective of the usage of cash (Coyte, Messner and Zhou, 2020). As a first step, each manager in his or her department has to identify and defend the business plan’s proposition to his or her superiors. If they can examine the costs and advantages of each activity, they can then make a decision on which one to focus on next year (Adah, 2016). Generally, ZBB is employed in the marketing, research and development (R&D), as well as human resources (HR) areas etc. in the hotel. Even though administrative units vary somewhat, it is vital to have a variety of processes to meet the various requirements of each. As per Wetherbe and Montanari (1981) and Al-attara, Mashkourb, and Hassanc (2020), there are four essential processes that budget planners for every unit should identify while planning their budget task utilising the zero-based budget:
· Deciding on the decision-making bodies that will be responsible for the budgeting (a significant unit or program).
· Every director who is responsible for budgeting evaluates every decision unit into a collection of choices aligning with its relevance, which combined represent the total budget needs for this unit.
· All choices are listed in descending order of importance and advantages to the government unit, which may help decide priorities based on the duties outlined in all of the decisions taken together.
· An organisation’s actual resource allocation is based on a system that takes into account the relative levels of success of each level within the organisation’s organisational structure, and this reflects the programmes and activities (set of decisions) that are part of the unit’s overall strategic planning budget.

Zero-based budgeting, as contrast to traditional budgeting, starts at zero and justifies each expense for a particular reporting period. While zero-based budgeting starts from scratch and assesses each organizational requirement separately, traditional budgeting bases its continual increases on prior data. In essence, this makes it possible to conduct a strategic, top-down analysis of a certain project's performance.

Can Budgeting control support sustainability?
Economical approaches to sustainability management contribute exceedingly small amount, the reason for this stance is business's sole aspect is fit able. The hospitality industry has experienced unprecedented volatility over the past few years, which may make creating a budget for 2023 seems intimidating (Martin, M. (n.d.) 2022). Hilton introduced and increased their fundings towards environment projects and increased fundings in store expenses including  Reusing, eco-friendly cleaning products and many more. This shows they are Hilton traveling on a direct direction to resolve this issue.

What disadvantages do a budget with a zero starting point have?
Numerous issues exist with a zero-based budgeting approach. Starting requires a significant time and financial commitment. Because a fresh budget must be created every three months, the time and effort may not be beneficial. For planning, a modified budget template can be more useful. By allocating more resources to the most prosperous economic endeavours, it may also encourage short-term thinking within the firm. As a result, there is a chance that it will overlook topics like long-term care and research and development.

The "zero-based budgeting" method creates a budget from scratch, using no previous budgets as a reference. With this method of budgeting, a cost must be supported before it is included to the total cost. The budget needs to be reduced in order to get rid of anything that appears to be costing the company money. The first phase in the zero-based budgeting process (ZBB) is to identify the decision-making bodies that require an explanation for each and every proposed budget line item (ZBB). To ensure the greatest outcomes, the distribution of cash uses a pyramidal ranking system based on the aforementioned information.

[bookmark: _Toc107453659]3. Conclusion
It may not be possible for hotel firms like Continental Hotel to compete in today’s fast-changing global economy with standard budgeting approaches. To embed strategic objectives into the budgeting procedure, Zero-Based Budgeting connects them to particular functional areas of the company. Department heads might conduct a systematic examination using this form of budgeting to discover new ways of using limited resources. Cost-cutting and managing budgets are two of the most tedious but necessary responsibilities. One of the most often used budgeting methods is zero-based. Management may use the most powerful instruments for decision-making in a more effective manner thanks to this new administration trend.
[bookmark: _Toc107453660]4. Budget Calculations
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