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Task 1

The Continental Hotel Budget Planner – please see separate file



Task 2 

1. Introduction
A budget is the catalogue of all the expenses and income which is a saving and expenditure plan. The budgeting process is an important part of management and has worked well for companies to achieve planning, control and collaboration. This includes the development and implementation of the organization's broad short- and long-term financial goals, objectives, and plans. One of the most important methods of financial investing is zero-based budgeting (Schulze, 1988). 

Concept of Zero Based Budgeting
Zero-Based Budgeting is a financial approach that requires a clear focus on planning the total spending for each new business opportunity. It is different from the usual traditional methods which may require you to post only the required amount beyond the previous amount of time (Pyhrr, 1977). 

Important Characteristic of ZBB
· All activities are carried out fairly and efficiently before allocating resources.
· All market estimates must start at zero, highlighting all detailed application costs. The zero based is not independent of the increase or decrease in the total estimate.
· There must be a combination of all activities in the decision package and focus on each of the company's overall business goals.
· Ensure decision packages are listed in the order of importance. 
· ZBB is an approach that assists to improve decision-making and business planning. In other words, it backs the working procedure of estimation process that a company would still be aware of (Pyhrr, 1970).

2. Advantages of zero-base budgeting over traditional based 
ZBB is a financial system that splits money based on performance and demand over a historical budget. At ZBB, finance Officers are required to review all services and expenses at the start of each financial cycle and ensure that all elements are financially viable. Companies can use ZBB for all types of expenses. operating costs; sales, general budgeting and management; business expenses; different product distributions; or the value of the goods. If successful, ZBB radically rescues and frees the organization from its facilities and processes and failure to do so can result in significant costs to your organization (Mueller, 1981).
ZBB is an approach of the budgeting in that current year budgets are planned from scratch. In other words, it considers the base to be zero. Old and new industry trends are ranked according to their importance. As a result, resources are allocated to each project regardless of past investment or performance. The traditional budget is a means of improving the budget on the basis last year’s budget. The future year's budget is organized by modifying last year's budget by adjusting costs in terms of inflation, consumer demand and market dynamics. When planning the existing budget, income and expenses become part of this year's budget, while the annual budget exceeds it (Moore, 1980).

Justification of Data
ZBB is done using such a zero base because there is historical data used. All income elements are included and therefore, new expenses or income combined with old expenses or income is developed. When using a traditional budgeting, there is only need to focus on anything beyond last year's investment and thus, only subsequent changes are explained, nothing more (Hentschke, 1978).

Base for Budgeting
The zero-cost expense is set to zero (excluding the previous year's budget). A new budget is prepared from scratch for each financial period. While, in the traditional budgeting regular expenses constitute this year's budget like last year's budget and this is a main constraint (Sherlekar & Dean 1980). 

Ease of Modification of Budget Components
In the case of ZBB, it is easy to remove existing assets or add new ones to the current budget, as it starts from scratch and is more flexible. But in the traditional budget, it is difficult to change the financial equipment as the financial statements from one year to the next are not the same. Financial assets change based on market and business objectives since expenses are always based on last year's investments, the company does not have to use the same amount of capital that was used for last year's investments making it difficult to replace or remove existing products or add new ones to current budget (Boyd, 1982). 

Allocation of Resources
The most hardworking task is to do a lot of work for a valuable activity in the organization while preparing zero based budgeting. The operations that generate revenue and important for business survival, has the top preference. As a result, in zero expenses, management can focus on key decisions. The traditional budget doesn’t consider the importance of the company and last year's share residues are used to determine inflation (Wetherbe, & Montanari, 1981).



3. Implementation of Zero based Budgeting
The zero-based budgeting approach will be implemented practically in the future following the below steps  
Establishing objectives and goals
In a zero-based budget, all levels of management will be involved in the financial planning process. For senior management, it is their responsibility to effectively communicate the goals and objectives of the organization to all levels of management to initiate the financial planning process (Ahmed, 2007). Following this communication, the lower level of management will communicate with the higher level of management which services they consider important for the result and engage with senior leaders by providing own perspective on organizational goals and objectives. As a result, senior executives began to emerge and strong communication and information will be generated by senior and lower executives. Early involvement of senior managers in the planning process will help ensure that senior managers ensure that the allocation of funds is in line with the organizations goals and objectives (Tyer, 1977).

Identifying decision units
Perhaps the most important step in the ZBB process is the need to identify decisions or activities that are recognized as independent and do not overlap with other activities. This means that it can be a program or an activity, an organization and a payment institution but organization has to be aware of the risk of over division in making of decisions units. The result of this over division is too much information and takes too long, posing a risk to organizations that need to revisit their decisions more often than necessary (Sarant, 1978).  As is always the case, the decision units will be accountable for operating budget and affects the accuracy of business operations and design. The role and description of individual decision units will be used as an important tool to guide managers. Program statements and mission may act as an invaluable tool in supervising the managers that how to divide a company into individual decision units efficiently (Shelby, 2013).

Development of decision packages 
Decision packages are essential to the ZBB system, it is a document that identifies and describes the operation of each courtroom. This is the kind of administration that can determine whether to approve a decision room by measuring it, comparing its levels with other competing decisions for finances, and providing funding (Austin & Cheek, 1979). Two unique decision packages are important for ZBB and can act as a control measure. First, because it prepares the first package of activities, a group of facilitators is directly involved in the process. Second, the package provides detailed information about the core of the organization (Ibrahim et al., 2017).

Preparing detailed budgets 
This phase of zero-cost budgeting is a continuation of the past financial records. According to the ranking process, the money will be divided into decision packages that score high enough in the ranking. These expenses will be subject to legal review and modification prior to the allocation of funds (Versel, 1978). If there is a large difference between the appropriate resources and the available resources, the appropriate resources will be determined based on the importance of each decision package. If the deduction is in a specific area, the agency can identify the decision package and reduce the budget if necessary. Budget decisions are approved for each program and organization. Decision sets indicate the appropriate level of activities that must be completed for each program and organization. This helps the agency monitor the budget and operating results for the year (Draper & Pitsvada, 1980). 

‘Performance evaluation 
The evaluation process will be used to assess and review the budgeting services that are delivered and the output obtained with this approach. It will reassess the aims and objectives of the ZBB approach to audit the performance in terms of effectiveness and efficiency (Minmier & Hermanson, 1976). 
Stonich (1977) suggests the following methods for evaluating performance of zero-based budgeting: 
· Monthly financial review of decision-making and grade levels. It is a financial comparison of actual investment and expenditure and focus only on retail costs.
· Review quarterly results for each decision room and grade level. Validation of output against demand is crucial for full system utilization and use performance metrics as the basis of this measurement.
· Quarterly (or ad hoc) budgets and financial reforms should be done for both organizations and decisions units

Conclusion
ZBB can save a lot of time, money and data. However, it does provide a way to solve the organization's financial problems, which allows the organization to better allocate resources. A combination of currency exchanges and ZBBs, or other financial services that divide the work of creating new capital on each cycle, is a way to engage in zero-cost spending (Reed, 1985).
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