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[bookmark: _Toc98851018]Executive Summary
To manage a business well, it is important to have a good budget to support the business management. Here, the monthly cash inflows and outflows of a hotel have been provided and based on that a budget has been prepared. There are different ways to develop a budget, and each of them comes up with some benefits and disadvantages. This report has discussed further zero-based budgeting. Thus, reading the report, one can get a good idea of budget-making and zero-based budgeting.
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1. [bookmark: _Toc98851019]Introduction
Budgets are the numeric representation of plans. Plans are important to guide the actions of an organisation. Business organisations operate in a complex environment and the plans are more important for them. Hence, budgets are very crucial for business operations. Budgets are better than normal plans because budgets are presented in numbers and the actual outcomes can thus easily be compared. Here, this paper includes a discussion about zero-based budgeting and a budget developed based on provided data.

2. [bookmark: _Toc98851020]Zero Based Budgeting
[bookmark: _Toc98851021]2.1 Zero-based budgeting
Zero-based budgeting (ZBB) is a budgeting system whereby all expenditures for each new period must be justified. The method of zero-based budgeting begins with a "zero basis," and each function within a company's needs and costs are examined. Irrespective of if every budget is bigger or smaller than the previous one, the budgets are then formed around what is required for the following quarter (Lalli, 2012). Rather than incremental budgeting increases found in traditional planning, zero-based budgeting starts from the start, assessing each fundamental necessity of the organisation. Ultimately, this enables a deliberate, top-down approach to analysing a project's performance. This budgeting method is extensively used in business organisations. However, it also can be used in other types of organisations and personal budgeting.
In business organisations, zero-based budgeting considers the strategies of the top-level management. To develop a budget according to this method, the costs are first grouped. Then, the requirement and the relevance of the costs are assessed. Zero-based budgeting is a detailed budgeting method that includes the scrutinising of all the factors associated with it. The managers have to look at the budget in detail at the beginning of each period. Zero-based budgeting helps businesses to keep the cost structure updated and thus avoid any sort of unnecessary cost (WOO, 2019). While it is a heavy time consuming and resource-consuming approach for the organisations which want to follow this method.
There are some differences between zero-based budgeting and traditional budgeting. The main difference is that the zero-based budgeting has no bases and thus the new budgets are not dependent on the previous budgets. While the traditional budgeting system considers the previous budgets with importance and brings slight changes in the new budgets (Ibrahim, 2019). Traditional budgeting only considers new spending, whereas zero-based budgeting begins from the start and requires an explanation of old, recurrent expenses as well as new expenses. Zero-based budgeting tries to place the obligation on management to explain expenditures and to maximise an organisation's value by reducing costs rather than increasing revenue.
In traditional budgeting, the cost drivers and factors affecting the total costs within the small departments or operating units are not considered. The top-level management develops the budgets in a broader sense. Thus, many small but important sides can be ignored while some big but not important parts of the budget can prevail over the years. But, zero-based budgeting put continuous focus on the explanations and justification for each item. In the first changing world, zero-based budgeting is often better than traditional budgeting. Further, the advantages of zero-based budgeting have been discussed in the next segment.
[bookmark: _Toc98851022]2.2 Advantages of Zero-based budgeting over Traditional Based
As some differences between zero-based budgeting and traditional budgeting have been discussed earlier, it can be seen that there are some benefits in zero-based budgeting that cannot be found in traditional budgeting. The advantages of zero-based budgeting have been discussed below.
Focused operation: The businesses can focus on specific operations with the help of zero-based budgeting. The businesses need to analyse and explain each item of the budget. Aside from that, the previous years’ budgets are not required to be considered (Lauth, 2014). Thus, the business operation in a new year can be focused on just the things the business wants to focus on. Thus, business operations can be narrowed down or at least the focus of a business organisation can be put at the right place.
Lower cost: If traditional budgeting is used, then it can be seen that a lot of costs keep going over the years without any explanation. In many cases, it can happen that a cost was once relevant for the business operation but is not relevant anymore. But those expenditures are still in the budget because they were previously. Similarly, the new items are not included even though they are important because they have not been in the budget historically. Those things make the budgeting process ineffective. But with zero-based budgeting, those problems are eliminated and thus the operation costs of the businesses can be lowered (WOO, 2019).
Budget flexibility: In the current world, everything is changing so rapidly. The businesses are adopting different operational processes as well as using different resources for the changing business operation. In such a situation, it is important to change the budget (Larionova, Gaziyeva and Pyrkova, 2015). However, in traditional budgeting, changing the items of the budget is not easy. But zero-based budgeting offers optimal flexibility and thus businesses can adapt to the changed requirement of the business world.
Strategic upgrades: Businesses need to change and upgrade their strategies regularly to meet the demand of the external environment. For example, businesses would expend much in print media marketing while there was no expenditure on digital marketing. But now, businesses have to change their strategies to adopt more digital marketing. In those events, strategic upgrades are very important. The strategic upgrades are easier to implement when zero-based budgeting is followed.
High profitability: As can be seen from the discussion here, zero-based budgeting helps a business to cut down costs. Aside from that, this budgeting model helps businesses to have higher flexibility and frequent upgrades on strategies (Downes, Gay and Kraan, 2018). Thus, business operations become easier and more efficient for businesses. All those things contribute to the financial results of the businesses and make them more profitable.
Better sustainability: When executives consider how each penny is spent, the top revenue-generating operations become more apparent. Hence, the businesses can focus on high profit-making activities. Meanwhile, fewer expenses may arise from zero-based budgeting, which avoids resource misallocation that might occur over time as a budget develops incrementally (Kessler, 2013). Thus, the sustainability of a business is increased.
Thus, the use of zero-based budgeting can help an organisation in many ways that traditional budgeting cannot offer. However, there are limitations regarding zero-based budgeting. The unnecessary detailing and explanation of every cost require more time and resources. The businesses must find a limit to which it should explain each item to make the budgeting technique cost-effective.
[bookmark: _Toc98851023]2.3 How the Organisation Might introduce Zero-based Budgeting
Zero-based budgeting is a dynamic budgeting technique that comes up with a lot of benefits. Hence, the businesses might consider implementing this budgeting technique in their operation and budgeting as well. The first step of implementing zero-based budgeting is ignoring the previous references for budgeting. Hence, the businesses trying to implement zero-based budgeting for the first time have to forget about the values of the previous budgets. The elements of the new budget need to be developed newly and the values also need to be put newly. The new elements and values then need to be justified. The management must show the reasons behind including such items and in such value. Thus, the businesses will be able to have zero-based budgeting introduced.
The organisations need to focus on the resources they need to implement zero-based budgeting. First of all, the management needs to have thorough knowledge about the whole operation of the organisation so that they can find out all the required items of the budget. Aside from that, the communication also needs to be very smooth as the employees from different stages of the organisation need to contribute to the budget development process (Penning, 2012). Aside from those things, the market factors are required to be considered. Because the changes in the budgets are often triggered by the changes in the market factors. And to integrate all those things, an organisation need to have an expert group of employees. Thus, an organisation can successfully introduce zero-based budgeting and enjoy the benefits from it.
 


3. [bookmark: _Toc98851024]Conclusion
Budgeting is a very crucial part of business operation. Hence, business organisations need to adopt the most effective budgeting technique. Zero-based budgeting technique is a modern budgeting technique that comes up with a lot of benefits. Businesses need to adopt this budgeting technique for more profitability and sustainability. However, a lot of resources and a designated process is required to adopt this budgeting technique.


[bookmark: _Toc98851025]4. Budget Calculations
	 
	Jan
	February
	March
	April
	May
	June
	July
	August
	Sept
	Oct
	Nov
	Dec
	Total

	 
	£
	£
	£
	£
	£
	£
	£
	£
	£
	£
	£
	£
	£

	Receipts :
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Payment on business accounts
	75,000
	46,000
	75,000
	30,000
	32,000
	39,000
	46,000
	46,000
	54,000
	39,000
	40,900
	40,800
	563,700

	Cash sales
	6,800
	6,800
	6,800
	6,800
	6,800
	6,800
	6,800
	6,800
	6,800
	6,800
	6,800
	6,800
	81,600

	Interest Received
	300
	3,909
	6,209
	10,114
	11,789
	13,740
	16,196
	19,150
	22,124
	25,670
	28,723
	31,945
	189,868

	Total Receipts
	82,100
	56,709
	88,009
	46,914
	50,589
	59,540
	68,996
	71,950
	82,924
	71,470
	76,423
	79,545
	835,168

	Payments :
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	
	
	
	
	
	
	
	
	
	
	
	
	4,000

	Magazines
	 
	300
	 
	
	300
	
	 
	300
	 
	 
	300
	 
	1,200

	Complimentary beverages
	 
	500
	 
	500
	 
	500
	 
	500
	 
	500
	 
	500
	3,000

	News paper
	150
	150
	150
	150
	150
	150
	150
	150
	150
	150
	150
	150
	1,800

	Utility bills
	800
	800
	800
	800
	800
	800
	800
	800
	800
	800
	800
	800
	9,600

	Payments to suppliers
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	36,000

	Wages
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	36,000

	Building insurance
	 
	 
	 
	 
	 
	 
	 
	 
	2,500
	 
	 
	
	2,500

	Wardrobe purchase
	 
	 
	 
	 
	1,750
	 
	 
	1,750
	 
	 
	1,750
	 
	5,250

	Vehicle, petrol and diesel
	815
	815
	815
	815
	815
	815
	815
	815
	815
	815
	815
	4,815
	13,780

	Rates
	400
	400
	400
	400
	
	400
	400
	400
	
	400
	400
	400
	4,000

	Gym or swimming pool
	1,500
	1,500
	1,500
	1,500
	1,500
	1,500
	1,500
	1,500
	1,500
	1,500
	1,500
	1,500
	18,000

	TV and premier league
	250
	250
	250
	3,250
	250
	250
	250
	250
	250
	250
	250
	250
	

	Overdraft Interest
	
	 
	
	
	 
	 
	 
	
	 
	
	
	
	

	Total payments
	9,915
	10,715
	9,915
	13,415
	11,565
	10,415
	9,915
	12,465
	12,015
	10,415
	11,965
	14,415
	135,130

	Balance b / f
	6,000
	78,185
	124,179
	202,273
	235,772
	274,795
	323,920
	383,001
	442,486
	513,396
	574,450
	638,908
	

	Net cashflow in month
	72,185
	45,994
	78,094
	33,499
	39,024
	49,125
	59,081
	59,485
	70,909
	61,055
	64,458
	65,130
	

	Balance c / f
	78,185
	124,179
	202,273
	235,772
	274,795
	323,920
	383,001
	442,486
	513,396
	574,450
	638,908
	704,038
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+ Adopt a positive approach. Z8B is more than just slashing costs. It's 3
necessary step for freeing the resources and funds needed for business renewal and
growth initiatives. Working with the business leaders, you can use internal and.
external benchmarking to illustrate profitability gaps needing to be closed and
explain exactly what will happen to the savings.

#i{identify the quick wins. Initially focus your ZBB initiative either on the larger
and more stable business unifs struggling with profitabilty. or selected areas of
overhead (such as sales, general. and administrative expenses) where there are large
indirect costs not clearly understood. Not only will such choices reinforce the
rationale for undertaking ZBB, but they will also deliver the largest cost savings with
iminimal disruption to the rest of the organization.

SDon't do it alone. Assemble a cross-functional project team with members from
finance, IT, and other relevant business units, and preferably chaired by a C-level
executive, The core of ZBB is the challenge and review process—scrutinizing every
activity a department undertakes to see if it can be stopped or done more cheaply. It
imay be worthwhile to pay an experienced and objective third party to help negotiate
the inevitable compromises

! [Select the right planning platform. The success of ZBB depends on having
detailed insight into the operational drivers of costs such as activty volumes,
productiity ratios, and input costs—none of which are contained in traditional
planning and budgeting software. These older systems only contain highly
aggregated financial data, and as a consequence, need to be supplemented with
considerable amounts of data from elsewhere such as spreadsheets, Manipulating
this data in ancilary spreadsheets increases both the complexity and workload
involved in any ZBE initiative. A better alternative is to hold all the detailed
operational and financial data on a single financial planning and analysis platform
such as Anaplan. See how one CPG company did just this. Such a platform makes it
easy to model the causal relationship between activity volumes and the resulting
resource requirements. In addition, Anaplan's proprietary in-memory calculation
engine provides the necessary power to process the large volumes of data involved.

1 Plan for sustainability. Once you implement a successful ZB8 project, keep'
\your skills fresh by moving on to other business units or expense categories and
revisiting previous projects to ensure the savings stick. Don't mothball your ZBB
model either. Because it contains the causal relationships between various activities,
the resulting resource needs, and the expenses of those needs, the ZBB model can
easily be developed into a driver-based planning and budgeting model that could
beneficially supplement or replace existing FP&A processes. Successful ZBB
projects should result in a heightened awareness of cost control. Keep in mind
awareness won't happen If the organization returns to the traditional incremental
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* Zero-Based Budgeting vs. Traditional Budgeting

* Traditional budgeting calls for incremental increases over previous
budgets, such as a 2% increase in spending, as opposed to a justification
of both old and new expenses, as called for with zero-based budgeting.
* Traditional budgeting also only analyses only new expenditures,

while and calls for a justification of old, recurring
expenses in addition to new expenditures. Zero-based budgeting aims
to put the onus on managers to justify expenses and aims to drive value
for an organization by costs and not just revenue.
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