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Task 1 
Month by Month Cash Budget from January 2023 to December 2023.






Task 2

Executive Summary
Zero-based budgeting is focused on evaluating and allocating money based on the relevance of each individual cost component at every given time. The most efficient use of the available resources is the objective of this strategy. It is more rationalized and connected, more concentrated, more effective, and has greater teamwork, to name a few of its benefits over the traditional method. The zero-based budgeting technique may be implemented effectively if the factors in the process are adhered to the organization. However, the organization's overall operations and long-term goals are what determine its efficiency and effectiveness. A company will always place a high value on a budgetary strategy that is both well-crafted and successful. The distribution of public funds is an essential component to achieving sustainable development.
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1.0 [bookmark: _Toc106480435]Introduction
Having a well-coordinated budgeting procedure is essential for every company. A lack of budgeting has a direct effect on financial concerns. Financial factors have seen a remarkable shift in prominence throughout time. That's why so many companies aren't employing the usual budgeting approach of automatically including financial variables into the budget. Financing decisions are based on a program's effectiveness and need, and this is taken into consideration (Ibrahim, 2019). The term "zero-based budgeting" comes from the fact that the budget items are included and the funds are allocated in accordance with the needs of the business. When it comes to budgeting, there is no need to look back at previous years' data. Since the financial system's demands have changed, this approach to budgeting has become more popular (Beredugo et al., 2019).

2.0 [bookmark: _Toc106480436]Zero-Based Budgeting
[bookmark: _Toc106480437]2.1 Traditional Based Budgeting
To construct a budget for the current year, traditional budgeting relies on making alterations to last year's budget, which is used as a starting point. In order to create budgets for certain time periods, businesses use this strategy (Popesko et al., 2015).
One of the benefits of this method of budgeting is that it is simple to use. If a company utilizes this approach of budgeting, every item on the list may be left alone. Alternatively, they might use expenditures from the previous year as a baseline and then adjust for or subtract from that the rate of inflation, market circumstances, and/or consumer demand, for example (Berland et al., 2018). Most people and organizations like this way of budgeting because they can sit down with whatever data they have and quickly create a budget.
[image: ]
Figure-01: Traditional based budgeting technique (Alahmadi and Tabrizi, 2019)
Example: ABC Company spent £500 on its advertising costs the previous year. For this year, the company set a budget for advertising costs of £550 (previous cost plus 10%). This type of budgeting technique is called traditional budgeting.
[bookmark: _Toc106480438]2.2 Zero Based Budgeting
The term "zero-based budgeting" refers to the process of developing a financial plan from the ground up, often known as "from scratch," with the amount zero serving as the point of departure. It comprises revaluating each and every line item that is connected to the budget, as well as providing justification for each and every cost that a department plans to spend in the next period of time (Bawono and Bayu, 2015). As opposed to conventional methods of budgeting, this method does not involve assigning a fixed amount of money to each line item. The requirements and necessities of the organization directly influence the significance of giving value to the goods. This method of budgeting was first developed by Peter Phrr in the 1970s (Surianti and Dalimunthe, 2015).
Because of this, the budgeting system at issue is one in which all expenses are determined on a per-period basis rather than a per-change one, taking into account shifts in the operational activity. In order for this model to be considered valid, an explanation must be provided for each and every expense, detailing how the organization would gain from bearing that expense (Coyte et al., 2020).
Executives are compelled to safeguard their activities under zero-based budgeting since the budget will not be approved unless the top staff can explain it at least to an extent. No unnecessary expenses would be necessary if zero-based budgeting was followed as intended (Rubin, 2018).
Zero-based budgeting's motive
When it comes to implementing zero-based budgeting, the main goal is to eliminate excessive spending by finding areas where cost reduction may be accomplished. A zero-based budget can only be achieved if all of the employees are included. Unnecessary expenses prevent businesses from progressing (Yan, 2016).
[image: What is Zero-Based Budgeting (ZBB)? | Advantages & Disadvantages]
Figure-02: Advantages and disadvantages of Zero-based budgeting (Petersen et al., 2022)
Example: A firm estimates £30000 in wages and salaries to perform effectively. The firm must assess salaries and compensation for this budget. These elements must be re-evaluated and justified for optimal plan allocation. Adjustments are made for each organizational component.
[bookmark: _Toc106480439]2.3 Process and Implementation of Zero-Base Budget
If effective steps can be taken, an organization would be able to implement the zero-based budgetary successfully. There are five steps in the process and implementation of zero-based budget (Mohamed et al., 2022). These are described below in details:

Figure-03: Process of implementing zero-based budgeting (Al-ddin and Ayedh)
Start
As a fresh procedure, a company must start from the beginning. The business should generate a new budget without using last year's actuals as a baseline. The introduction of this method is crucial since it starts the budgeting process. The finest UK hotels are embracing this budgeting strategy.
Evaluate
Examining and analysing the total costs of each and every component is the second stage involved in the process of developing a budget that is based on zero. Because without doing the appropriate analysis, it would be impossible to assign monies in a manner that maximizes efficiency (Hijal-Moghrabi, 2019).
Justify
Calculation and accounting of all budget components are the third and fourth steps in the budgetary system. The budget process will not be adequately justified if this step is not taken. Prioritizing areas that are cost-effective, pertinent, and priced when setting a budget is essential to justifying it (Kunnathuvalappil, 2020).
Streamline
An organization's budgeting will become more transparent as a result of the streamlining. Standardizing and automating as many processes as possible is a win-win situation. Proper planning and analysis are necessary to ensure that processes are consistent (Zinyama and Nhema, 2016).
Execute	
Budgets must be carried out by planning and performing a wide variety of operations. Each individual's role and responsibilities must be clearly defined. The hotel's budget will seem more effective if the processes are followed precisely. Most of the time, how well the budget is used depends on how the right people look at it and what decisions they make.
[bookmark: _Toc106480440]2.4 Sustainability of Budgeting Control
Allocation of public funding is crucial to sustainable growth. Countries throughout the world have committed to local and international sustainable development goals in recent decades, notably the Paris Agreement on Climate Change and the Sustainable Development Goals (SDGs). To help governments in this environment, the OECD promotes openness and interaction with people and advocates for monitoring and assessment systems that can support domestic and international promises. The Paris Collaborative on Green Budgeting makes sure that the government's income and spending are in line with its goals for the environment and climate (Vries and Nemec, 2019).
Green budgeting helps decision makers, parliament, and the public understand the environmental effects of budgeting decisions. Complete knowledge of long-term policy implications might affect revenue-raising and resource-allocation choices by including future generations' interests and resource sustainability. Still, data on budget decisions' environmental implications may be sparse or unsystematic. In 2018, 20% of OECD nations revealed budget measures' environmental and climatic impacts. Only Germany and Italy disclosed the budget's overall environmental effect. Budget implications for social well-being metrics are also scarce (26 percent of countries surveyed). Environmental assessments are typical for capital projects. Before building public infrastructure, most OECD countries do environmental impact studies, but only 12 of them measure carbon dioxide emissions (Clark, 2018).
When implemented correctly, zero-based budgeting has the potential to provide sustainable and long-term savings and serves as a mechanism for the effective reallocation of resources. However, doing it properly needs tenacity on the part of the leader to push through any early opposition. World-class zero-based budget programs cultivate a culture of cost management by providing extraordinary cost visibility, a one-of-a-kind governance model, responsibility at all levels of the company, aligned incentives, and a procedure that is both rigorous and regular. When all of these components are in place, it enables businesses to cut expenditures that aren't productive and refocus those resources on growing the business in a lucrative way (Nnoli et al., 2016).
So, in this era, budgetary control now in a trend to support sustainability in its system. 














3.0 [bookmark: _Toc106480441]Conclusion
Zero-based budgeting is a popular choice among businesses because of the distinct benefits it offers. It is a method of budgeting that does not make use of the data from the previous year as its foundation. The significance of an item to the organization determines how much of the available budget is allotted to it. Because of this, it is more effective and justifiable than the old method of budgeting. After completing a series of procedures arranged in a process, the organization will be able to put the budget into effect. These factors contribute to the effectiveness of the company's budget feasibility analysis (Alain et al., 2017).

















4.0 [bookmark: _Toc106480442]Budget Calculations
The zero-based budgeting calculations for one year can be as followed (Miller, 2018):
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TRADITIONAL BUDGETING

MEANING OF
TRADITIONAL

TRADITIONAL BUDGETING is a method of prepatation of the
budget in which last year’s budget is taken as the base.
Only those items in traditional budgets need to be justified which are

BUDGETING !! overand above the last year's budget.

ADVANTAGES

» Easy to Implement

> Brings stability in the functionality of the
organization

» Promotes Decentralization

» Gives opportunity to consolidate projects into
one single larger one.

» Easy to Prepare

DISADVANTAGES

» Fixedand Rigid kind of budget
> Less Motivational as they are prepared by top
management (Bureaucratic)

» Excessive Reliance on past year's data
» Deliberate increase in budgeting cost
» No priority for allocation of resources
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Advantages of zero based budgeting.

Disadvantages of zero-based budgeting

+ Based on current cconomic environment rather than
‘what has happened in the past

+ Can motiate staf to be more innovativ, finding
better ways of functioning, using a bottomup.
approach to budgeting.

+ Diives communication and co-ordination throughout
the organization

- Encourages outsourcing opportunities o be examined

+ Encourages costeffectiveness.

+ Encourages elimination of outdated or unnecessary
activites

« There i a clear link between budgets and objectives.

+ Justifcaion of each ftem can be dificult when nio
products are involved

« Very time.consuming {more work than traditional
budgeting)

« Requires signifcant trainng for managers

+ Creates signiicant paperwork

+ The farger the organizatin, the harder the ranking
due to the sheer number of actvtes Involed

+ Once decision are made t creates problems
throughout the year if the environment changes.
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Particulars
Revenues

Expected Hotel Revenue

Expected Expenses
Salaries and Wages

Utility Bill

Newspapers and Magazines
Human Resources Cost
Insurance Cost

Equipment

Internet, Phone and Television
Costs

Vehicles

Furniture

Rent

Beverage Cost

Hotel Management Software
and Other Costs

Total Expenses

Amounts (in £)

£45400

26000
1500
200
300
300
7000
300

800
3000
500
3000
2500

£45400
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