



Continental Hotel
Budget Planner

Module: Financial Management for the Hotel Industry
(BMIH 5007)

Lecturer: Dale Clarke
Student: Mihai-Andrei Matei (2021030)














Content page
Executive summary _____________________________________________3
Introduction             _____________________________________________4
Zero-based budget & Traditional-based budget _______________________5,6
Differences in between budgets ___________________________________7
Budgeting and sustainability ______________________________________8,9
Conclusion ____________________________________________________9
References _________________________________________________________10,11,12

















Executive summary 
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The objective of this report is to provide the accounts directors of the Continental Hotel with a comprehensive overview of the various steps that will be taken in developing a zero-base budget system for the hotel. The report also aims to identify the improvements that will be made in the system in the next few years. 
The report will also introduce a detailed plan presented in Excel, which will explain the various steps involved in developing a zero-base budget system for the hotel. After that, we will discuss the details of the traditional and zero-base budget systems and how they work. 





Introduction 

Nowadays, it is very important that businesses are run in a way that is both fast and profitable. It is not always easy to start a new business, especially since there are so many factors that go into running a successful business. Having a well-defined plan is also very important to avoid potential problems that could arise due to the lack of proper resources and management (Ekholm, B.G. and Wallin, J. (2000). In the hotel industry, there is a lot of money at stake, especially when it comes to providing a good customer experience and establishing a reputation for the hotel itself. Having a well-defined expense plan is also very important to avoid potential issues, and for this, an expense plan must be followed in detail, for an easier attitude towards the business . This is done through the Excel report below, which shows the various expenses that the Continental Hotel has during the year. 
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Having a well-defined cash flow strategy is also very important to avoid potential problems that could arise due to the lack of proper resources and management. It can help the company make informed decisions and avoid potential bankruptcy. Having a well-defined budget can additionally help the management make informed decisions. 
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Description automatically generated]The net cash flow is a simple calculation that can be used to determine the amount of money that flows into a given account. It is done by taking the income-payments and converting them into the cash flow (www.investinganswers.com).  (Income – Payments = Net Cash Flow) .  The net cash flow is a measure of the amount of money that flows into and out of a company's accounts. It shows whether a company's liquid assets are growing or decreasing. A positive net cash flow means that a company can use its cash to pay its debts and reinvest in its operations. Free cash flow is the amount of money that a company has left over after all its operating expenses and capital expenditures have been taken care of (Stice, K. & Stice, J. ,(2015) ). Having this type of cash flow shows that a company is planning on using its available resources. It can also pay dividends and buy back its shares. The free cash flow formula is used to determine the amount of money that a company has left over after all its operating expenses and capital expenditures have been taken care of . It is then deducted from the company's net income (Reimers, J.L. (2003) ).                                                                   
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Zero-based budget  &  Traditional-based budget; facts and differences. 
There are various types of budget creation tools that organizations can use. The most common approach is a traditional budget, while the zero-based budget is used for certain tasks. (Fraser, R. & Hope, J. (2003) are mentioning that traditional budgets cannot handle the current environment due to their complexity. They also believe that they are better suited for situations with more stable conditions. This paper aims to provide a comprehensive understanding of the differences between the two types of budgets.
(Reka, C. I., Stefan, P., & Daniel, C. V. (2014) are mentioning that the traditional budget is a method that involves the use of cost accounting techniques to allocate and absorb the various expenses associated with a company's operations. It can be described as an incremental approach, which involves creating a new budget based on the previous year's budget. This process usually involves the introduction of new strategies and methods that will allow the organization to increase or decrease the budget. Various factors such as the projected demand, the interest rate, and inflation are also taken into consideration to come up with a budget that is appropriate for the company. A zero-based budget is a method that combines the various factors that are considered during the creation of a budget (Callaghan, S., Hawke, K., & Mignerey, C. (2014). It can be described as an incremental approach, which involves creating a new budget based on the previous year's budget. Since the process is very specific, the top management usually approves the budget. Unlike the traditional budget, the zero-based budget relies on the decisions made by the various decision units within an organization. This method of budgeting is more responsive and transparent.
In the following, few aspects will be discussed and easy examples of differences in between these two methods will be displayed :
· A traditional budget is focused on the amount of money that has been spent in the past. On the other hand, zero-budgeting focuses on the creation of a new economic proposal. 
· The traditional budget is usually focused on the accounting principles. On the other hand, zero-budgeting is more decision-oriented.
· In the case of a traditional budget, the project's justification is not necessary. However, in zero-budgeting, it is important to consider the various benefits and costs associated with the project.
· Compared to traditional budgeting, zero-based budgeting is more responsive and clearer. It allows people to make informed decisions and manage their projects more effectively.
· One of the biggest disadvantages of traditional budgeting is that it allows managers to easily achieve their goals despite the elimination. In contrast, zero-based budgeting requires a comprehensive analysis of the proposal, which means that if the managers adjust their goals, they are exposed. 
Although it's good to compare the two budgets, they have very different roles and results. For instance, while one budget aims to achieve success, the other one might not be able to achieve the same results (Lindsey, T. & Waterhouse, J.H. (1996). 

	           Comparison
	Traditional budget (T.R)
	Zero-based Budget (ZBB)
	

	Meaning
	The traditional budget is a method used to prepare a budget for the coming year. It considers the previous year's expenses and then comes up with a new budget
	A zero-based budgeting system is a method of budgeting that involves reassessing the activities of the budget after it has been established

	Based on
	Previous spendings
	Economic development in the future

	Orientation
	Accountant
	          Plans

	Goal
	This method aims to reduce the spending levels that were excessive in the past. It also requires the implementation of new programs and inflation
	The decision-making unit is composed of various decision-making packages. These are categorized according to their relevance

	Approach
	Timid approach
	Straight approach






One of the biggest issues with implementing a zero-based budgeting system is that it can be very time-consuming. Since it involves preparing the budget right from the beginning, it can take a long time to get it done. On the other hand, implementing a traditional budgeting method can be very timesaving. Since the previous year's budget was already changed to meet the needs of the current year, half of the work has already been completed (Wallander, J. (1999). 
Zero-based budgeting is a process that can be used in a business to decide or take a certain action. It can also bring various negative and positive aspects: 
Aspects with positive impact :
· Transparency
· Stopping spending without clear reasons
· Focusing on a financial profit
· Helping to increase the basic budget
· Creating plans
· Straight approaches and decisions

Few aspects with negative impact :
· It takes time when comes to create
· Unexpected income may create a difficult approach 

How important is budgeting when comes to sustainability 

The goal of an entrepreneur is to bring added value to a community through the activities that he or she does. To achieve this, an entrepreneur must first implement the necessary solutions and develop new ways to reduce the impact of their business on the environment and society. This can be done through the development of new ideas and the implementation of strategies that are geared toward improving the efficiency of their operations (www.ingenius-hub.eu). The goal of an entrepreneur is to make a positive impact on the communities that he or she serves. This is done through the development of new ideas and the implementation of strategies that are geared toward improving the efficiency of their business. The survival and development of an enterprise are the only goals that an entrepreneur can pursue. Although it might seem like a daunting task, budget preparation and control is not as difficult as it sounds. This process can be done through the implementation of various operational controls and processes that you have already established in the company. The implementation of a budget process can be done through the training of the various staff members in the company. This process can help minimize the risk of errors and improve the efficiency of the organization. Although it might seem like a [image: Diagram

Description automatically generated]daunting task, it is still worth the effort to see the results. In addition to maintaining a healthy and profitable business environment, budget management can also help support and maintain the sustainability of a hotel business (Leon, R., 2020). This can be done through the training of staff members and the reduction of unnecessary expenses. 


Conclusion

The hotel industry needs a well-defined budget to ensure that it can maintain its profitability. This can be done through the development of a well-thought-out monetization plan. Besides the presence of tourists, the other factors that can be considered when it comes to maintaining a successful hotel environment include the quality of the staff and the overall guest experience. The presence of different types of budgets in the hotel industry has brought attention to the importance of having a well-defined and organized budget. This can be done through the development of a well-thought-out plan and the proper handling of the budget. The pandemic has also affected many businesses around the world, causing many companies to adopt a more cautious approach when it comes to their budget (Kim, J.J. and Han, H. (2022). 
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