Student Name: Shakera Begum
Student ID: 2012517
Module: Financial Management for the Hotel Industry
Module code: 5007
Lecturer Name: Dale Clarke




Task 2: ZBB


Table of Contents
Introduction	3
Definition of zero-base budgeting	3
Advantages zero-base budgeting has over traditional budget	4
Zero-base budgeting and the advantages	4
Traditional Budgeting	5
Introduction of zero-base budgeting	6
Conclusion	8
References	8




[bookmark: _Toc97570200]Introduction 

Zero based budgeting is a budgeting process which allocates fund based on efficiency rather than based on the budget history. In the zero based budgeting process does not automatically includes all items in the next budget as the zero based budgeting reviews every aspects of the expenditure in the budget cycle. The budgeting process also justifies each item in order to receive the funding (BLAKELY-GRAY, 2018). Zero based budgeting can be applied for companies dealing with capital expenditure, operating expenditure and also in sales and general expenditure. The ZBB budgeting has liberated the methodologies for allocation of the cost. Under this budgeting process all expenses has to be justified for each and every new period as the function within organisation needs to be analysed based on the basis of needs and the cost. The budget will have to be built around what is needed for the coming period but it does not consider whether this budget is higher or lower (Serven, 2021).
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Zero based budgeting is the process of budgeting where expenses will be justified based on its necessity with zero bases at the beginning of the budget (Aquila, 2022). On the basis of the analysis of the cost and every function within the organisation the allocation of the funds will have to be done accordingly regardless of how much money has been budgeted. According to the definition of zero based budgeting it is important to have strategic objective underlined in the budgeting process with specific functional area within the organisation (Cleartax, 2022).
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In order to understand the zero based budgeting process we need to understand various parts of this typical budgeting process. This typical budgeting process requires expenses determination and also the revenue of the project assessment. The approach in ZBB is to prepare budgeting plan from the scratch (Petroskills, 2016). The justification of each and every expense is to be made before the preparation of the budget. The primary objective of ZBB is to reduce unnecessary cost and also to cut cost if it is not needed it all. It is also important to figure out the kind of expenses the company will have to bear in order to achieve the control over the cost. If the expenses fail to bear fruits will be axed  (Bureau, 2016). 

· There are certain necessary steps which are to be followed to create a zero based budgeting but the process becomes very important. The process of zero based budgeting is to identify the units every expense based on justification in the proposed budget (Byrnes, et al., 2012).
· The zero based budgeting also requires to prepare decision packages where each of the packages will be identified and separated based on their activity and should be connected to the object two of the company (Cleartax, 2019). 
· Zero based budgeting ranks the decision packages. The ranking depends on cost benefit analysis as the allocated cost will based on pyramid ranking system. It will entail maximum results by bring efficiency in the budgeting process so that all identifiable cost are allocated and also it will ensure efficient allocation of the resources (Efinancemanagement, 2020). 
· Zero based budgeting brings accuracy as compared to traditional budgeting which invokes arbitrary changes. ZBB uses budget in every departments to relook every item based on cash flow to compute their operational cost. It is also important to ensure cost reduction to a certain extent which gives it true and fair picture about the desired expenditure (Efinancemanagement, 2019). 
· The budget inflation is also has to be justified based on the weaknesses of incremental budgeting and the budget inflation. Zero based budgeting is well coordinated and communicated with the department with the motivation to involve them in decision making (Finance, 2021). 
· The redundant activities can be taken care of by zero based budgeting with cost efficient way to eliminate all redundant and unproductive activities.
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The traditional budgeting process projects revenue and expenses of a business for upcoming financial year as according to the last budget.  The previous budget is considered as a prediction tool based on which the future earnings and expenses of a business will be projected. The traditional budgeting is it template to justify the predictions and the managers try to stick to the previous budget as closely as possible and also at the same time they avoid overspending (leoisaac, 2017). The traditional budgeting system is revolving round projected sales and the revenue and also the same time the estimation of the expenses to predict the profit. In case of an established business the previous budget with inflation adjusted can change the business. The changes for the projected budget are based on the actual earnings where the changes are brought by the business pricing strategy. The expenses are segregated as fixed and variable expenses and the variable expenses are budgeted on the basis of last year’s expenses with an assessment of increasing number of outputs (Helmuth, 2018). 

Traditional budget is a part of decision making process as it makes it easier to spot and identify the issues in the businesses and accordingly the changes have to be made in the business (Wagh & Gadade, 2013). It is also important to ensure that the budgeting process is cut back where the reduced expenses are dealt with properly. Traditional budgeting is an important aspect to obtain financing where the investor wants to see the financial plan in the projections before investing in the company. The traditional budget becomes very important which will create the projections and the reasoning for references of the previous budgets (Helmuth, 2018).

There are certain disadvantages in the traditional budgeting as it in accurately represents the goal. The financial managers and the owners can manipulate the projections where the actual Outlook is the projected Outlook can be compromised which will boost the spirit. Creating a traditional budget takes lesser time as compared to the zero based budgeting but also at the same time it becomes time consuming. It is also important to analyse the last budget based on the actual results that determine the changes within the budget plan (Hrůza, 2013).
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Their range of portal advantages offered less than zero based budgeting approach which requires right implementation process.  It is important to manage expenses efficiently despite challenging economic climate where expenses more effectively managed. Zero based budgeting drives Cost Management and accountability in every department in an organisation (Isaac, et al., 2015). The ZBB budgeting encourages the businesses to take a hard look across a various processes and the activities of the business where the cost centres may be redefined and activities are reacts mint which may change and challenge the status quo of an organisation (Serven, 2021). Zero based budgeting once implemented will enhance accountability based on increased understanding of the cost structure.  Each department will implement the cost structure and reduce the cost by increasing efficiency. It is also important to maintain control over the budgeting as ZBB encourages department to relook all aspects of the budget as it gives greater control over the budget across the organisation and potentially help to reduce infective spending (Kallu, 2017). 
The implementation of the zero based budgeting is highly advantages as it clearly indicates the well planned approach. It is important for the managers to be clear about their objective and their target to achieve certain budgeting process which will redesign their planning and improve the process. The zero based budgeting process can become successful by enabling Technology which will improve the process and make it easy for the budget uses to embrace the process (Kotze, 2017). The materiality threshold for every department should plan there is located expenditure based on the requirement where the technology will make it easy and to flag the accounts which are not needed. The budgeting process also will have important drivers which have greater efficiency to train the budget uses as change in the visibility and scrutiny plan will help to reduce the cost and save more time (Liang & Wang, 2017).

[bookmark: _Toc97570206]Conclusion 

Zero based budgeting process is significantly in pond where software based application of zero based budgeting technique is can guide the managers to reduce the cost and if required to axe certain expenses (Liang & Wang, 2017). The budgeting process is significantly important which offers the process to overcome the challenges associated with the implementation of zero based budgeting using right technology and the process. Based budgeting offers a blank template where the cost important and relevant to the businesses finds the place which surely diminishes the negative results (Myaccountingcourse, 2019).
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