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Introduction

The Continental Hotel in West London has 4 stars and is part of the Continental Hotel Group. 
The 15 rooms offered to guests in a budget-friendly manner, are equipped with useful and necessary facilities in a 4-star hotel to improve the stay of guests allowing rest and relaxation.
The size of the economic activity of the Continental Hotel on the hospitality market and the organizational structure of the company necessary for this field of activity are factors that impose performance evaluation systems.
The elaboration of a budget adequate to the activity carried out as well as the control of the way in which the financial resources are managed will be done for the increase of the efficiency, development and sustainability of the company.

In order to carry out any efficient economic activity, it need a thorough knowledge of financial management, which is one of the main and indispensable activities in the hospitality market.

Financial management

Financial management can be the cause of the success or failure of a company because the errors of decision regarding the management of financial flows can generate bankruptcy and therefore all the financial information of the Continental Hotel will be carefully analyzed.

Financial management defined as a subsystem of the general management of the company aims to ensure and analyze the necessary financial resources, their allocation and their profitable use for increasing the value of the company and the security of the patrimony.

Therefore, financial management plays an active role in the financial resources mobilized to achieve the company's objectives as well as in monitoring and evaluating the achievement of these objectives.

The purpose of this report is to detail what the zero-based budgeting technique means for the possibility of implementing this type of budget approach within the Continental Hotel in the future activity.

Therefore, in this report we will not limit ourselves to comments on the management of current activities and sales, but we will explain the need to implement modern principles, methods and techniques of financial management because in the competitive economy, competitiveness and efficiency of the Continental Hotel in the hospitality market are very important. 

The purpose of budgeting

    Financial performance is the benchmark in the evaluation system of a company and the typology of performance indicators is very diversified and presented by: ROCE, gross profit margin and net profit margin.

The income and expenditure budget is the last stage in planning a company's activity and the first stage of its control.

That is why a symbol of a company's success is economic development through profitability and performance.
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The documents required for a budget may vary in style and content but also have common features:

· compliance with basic, legal and current requirements

· inclusion of all necessary financial components

· focusing on essential information for decision making

· presenting the information in a clear and accessible way

A particularly important component of the budget document is the message of the budget policy which offers the opportunity for the chief executive to understand various aspects of the company's administration that are not reflected in the figures.

The following items are recommended to be included in the budget policy message:

· general description of the policies reflected in the budget proposal

· presentation of the operations plan reflected in figures

· general description of the basis of the recommended applications

· general description of the main changes within the departments

· commenting on important or unusual elements that have caused changes in the structure of the expenses of a department or of the whole company

· comment on financial elements (for example: salaries)

· comments or solutions for a more economical method of operation that would allow the department or the entire company to carry out the same activities without additional costs or the identification of the inevitable changes that caused the budget increase

· general description of trends in revenue collection

· comments on last year's budget on the accuracy of budget execution, the extent to which revenues and expenditures were correctly forecast, as well as any deviations from it

· suggestions of financial operations proposed for next year

About Zero Budget

The basis of the zero-based budgeting method was formulated and developed by Verne Lewis in 1952 when he first referred to the marginal analysis of the formulation of decisions on the allocation of financial resources within a company.

Therefore, the zero-based budgeting method focuses on the process of reallocating financial resources from the bottom-up approach to the budget substantiation process, involving the involvement of service managers or departments in making budgetary decisions.

The zero-based budget model along with the performance budget method is based on the expertise of managers to plan budget policy, to choose which alternative solutions can lead to development and which is the most efficient way to allocate resources.
The zero-based budget can provide an annual assessment of the purpose and priorities of each department within Hotel Continental, analyzing all spending possibilities at the same time.
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Therefore, the elements of the zero basic budgets represent the level of marginal expenditures for different levels of effort and their costs and will contain three decision-making packages:

· A package at a basic level for essential needs

· A current package for the provision of services at the current level

· An improved package that will allow decision makers in the company to expand services and / or activities to meet the needs that are not yet met.
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In order to monitor the revenues and expenses within the Continental Hotel, the accounting system ensures the record of the transactions made and registered within the budget limits.

All expenses regardless of their nature and all company revenues are calculated and included in periodic reports throughout the year by the budget accounting department.

These regular budget reports will allow the Continental Hotel to maintain its budget balance throughout the year and will inform management of the remaining amounts to be spent, if there is revenue available to be incorporated into the business and how close the current budget is to the planned one by the company.

Advantages and disadvantages of zero-based budgeting

In order to offer the image regarding the activity within the Continental Hotel that is to be realized but also for the full understanding of the financial necessity for these activities to be fulfilled, an ideal budget is realized respecting the financial-accounting norms.
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Among the advantages of implementing a zero-based budget within the Continental Hotel we list:

· allows the company's management to determine which department and action is absolutely necessary

· what are the levels of services offered and the possibility to choose between them

· the possibility of discretionary financing of the activities in the departments

· will identify the unmet or insufficiently satisfied needs within the departments

· will offer the management the possibility to make financial decisions according to the proposed purpose and objectives

The disadvantages of a zero-based budget could be:

· increasing complexity due to the multitude of necessary information

· possibility of generating conflict between departments

· erroneous information regarding the costs or insufficient justifications of the expenses from the departments.

· time consuming in gathering data and justifications from departments

Therefore, achieving a zero-based budget will be done by justifying all revenues and costs for a certain accounting period and can help Hotel Continental make financial decisions that will help the company on the road to success and sustainability.
Implementation mode of the zero budgeting method
Zero-based budgeting is the method of budgeting that seeks to prevent an increase in the level of expenses from one year to the next by examining expenses based on marginal analysis of them from the smallest department to the highest hierarchical unit within the company.

In order to be able to implement it, it starts from the premise that there is no budget available for the current year and alternative solutions are elaborated for the financing of each department.

 It also determines the level of budget commitment, ie the limit of resources available for expenditures, and the hierarchy of decision-making packages is made according to the general priorities of the company on each department in terms of its usefulness and effectiveness.

In order to exemplify if the Continental Hotel has high costs for the payment of cleaning products for the housekeeping department, we will look for other suppliers of products at lower prices and we will check if these products are used without wasting to reduce the costs in this department without affecting the quality offered by this service.

Also, if a significant amount has been invested in purchasing new software for the front office department, its benefits will be monitored to maximize utility in producing the company's profit.

If there is a low yield in one of the departments, its budget allocation will be rethought so as not to waste money on something that does not work.

For example, if for the breakfast offered to the customers, perishable products are purchased in large quantities without taking into account the occupancy rate of the hotel and thus money is wasted, the amount of products purchased will be reconsidered according to the occupancy rate of the hotel rooms.

In case there is an increase in the efficiency of a department, the budget allocation for it can be increased. 
In conclusion, the comparative approach of the concepts, components and tools of financial and budgetary management, of the sources as well as of the financing resources, of the advantages and disadvantages as well as of the expected effects and results is made in order to ensure and efficient use of all company finances.
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