[image: Discover University of Wales Trinity Saint David]
    Continental Hotel Budget Planner

Module: Financial Management for the Hotel Industry
Module code: BMIH5007
Student name: Ioana Basenco
Student number: 1905191
Lecturers name: Dale Clarke










Table of Contents
Task 1	3
Task 2	4
Introduction	4
(a) Your Understanding of Traditional-based Budget and Zero-based Budget	4
(b) The Process of Zero-based Budget and How Can This Be Implemented	5
(c) Can Budgeting Control Support Sustainability	7
Conclusion	8
References	9




Page | 10

[bookmark: _Toc107451866]Task 1
	Continental Hotel Budget Planner

	 
	
	
	
	
	
	
	
	
	
	
	
	
	 

	(in £)
	January
	February
	March
	April
	May
	June
	July
	August
	September
	October
	November
	December
	Total

	 
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Receipts:
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Payment on business Accounts
	6,000
	
	
	
	
	
	
	
	
	
	
	
	6,000

	Cash sales
	91,800
	72,800
	91,800
	46,800
	48,800
	55,800
	63,300
	73,700
	80,800
	55,800
	57,700
	57,600
	7,96,700

	Interest Received
	
	2,549
	4,417
	6,918
	8,034
	9,136
	10,679
	12,514
	14,687
	17,091
	18,873
	20,778
	1,25,675

	 
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Total Receipts
	97,800
	75,349
	96,217
	53,718
	56,834
	64,936
	73,979
	86,214
	95,487
	72,891
	76,573
	78,378
	9,28,375

	 
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Payments:
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Freehold
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Fixtures and fittings
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Property expenses
	
	
	
	
	7,000
	
	
	
	2,500
	
	
	
	9,500

	Laundry
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Energy costs
	700
	700
	700
	700
	700
	700
	700
	700
	700
	700
	700
	700
	8,400

	Payments to suppliers
	4,900
	5,150
	4,900
	8,600
	5,150
	5,600
	4,900
	5,850
	4,900
	5,600
	5,150
	5,600
	66,300

	Wages
	6,000
	6,000
	6,000
	6,000
	6,000
	6,000
	6,000
	6,000
	6,000
	6,000
	6,000
	6,000
	72,000

	Salaries
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Vehicles
	450
	415
	450
	415
	450
	415
	415
	415
	450
	415
	415
	4,415
	9,120

	Van
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Petrol and Diesel
	500
	500
	500
	500
	500
	500
	500
	500
	500
	500
	500
	500
	6,000

	Rates
	300
	300
	300
	300
	300
	300
	300
	300
	300
	300
	300
	300
	3,600

	Marketing
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Overdraft Interest
	
	
	
	
	
	
	
	
	
	
	
	
	 

	 
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Total Payments
	12,850
	13,065
	12,850
	16,515
	20,100
	13,515
	12,815
	13,765
	15,350
	13,515
	13,065
	17,515
	1,74,920

	 
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Balance b/f
	0
	84,950
	1,47,234
	2,30,601
	2,67,804
	3,04,538
	3,55,959
	4,17,123
	4,89,571
	5,69,708
	6,29,085
	6,92,592
	41,89,163

	Net cashflow in month
	84,950
	62,284
	83,367
	37,203
	36,734
	51,421
	61,164
	72,449
	80,137
	59,376
	63,508
	60,863
	7,53,455

	 
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Balance c/f
	84,950
	1,47,234
	2,30,601
	2,67,804
	3,04,538
	3,55,959
	4,17,123
	4,89,571
	5,69,708
	6,29,085
	6,92,592
	7,53,455
	49,42,618
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The study emphasises on the benefits of Zero-based Budgeting approach for an organisation. It derived the reasons that how ZBB is better than a Traditional Budgeting approach for a companied performance. Here, the differences between ZBB and Traditional Budgeting have been highlighted. The study also evaluated how a company can implement ZBB in its budgeting process. Moreover, this study rationalises how an appropriate budgeting approach, like ZBB, can improve a company’s control and sustainability.
[bookmark: _Toc107451869](a) Your Understanding of Traditional-based Budget and Zero-based Budget
Traditional budgeting is based on historical data and is quite simple to implement. It may be implemented throughout all divisions of a company. Zero-based budgeting, on the other hand, is a sophisticated strategy that is only applicable to profit centres. In conventional budgeting, prices are not as low as they are in zero-based budgeting since the previous year’s expenditure is taken into account. Zero-based budgeting, on the other hand, has the advantage of requiring less upfront investment because the starting position is zero (AHMODU, 2018; Lorenz, 2015). In order to make sense of the future, companies budget the costs/expenses. To keep expenses low, organisations should establish a budget to guide their capital allocation. Traditional budgeting is a popular approach of setting financial goals. Traditionally, a company’s prediction of spending is based on last year’s expenditures, as per traditional budgeting. On either hand, zero-based budgeting, which is a common form of budgeting, does not assume anything; rather, it bases its assumptions on the fact that budgeting is zero (de Campos, Rodrigues and Jorge, 2017).
“Zero-based budgeting,” as the name suggests, is a strategy to planning and preparing the budget from the ground up. Instead of a standard budget that is based on past budgets, a zero-based budget is created from scratch. Each and every cost must be justified before being added to the real budget in this method (DianatiDeilami, et al., 2016). Using zero-based budgeting, the primary goal is to reduce wasteful expenditures by identifying areas where savings may be realised. Participation from the staff is necessary to produce a budget with a zero-based starting point.
I. When preparing a typical budget, the prior year’s budget is used as a guide. In contrast, when using a zero-based budgeting method, each time the budget is established, the operations are re-evaluated and, as a result, the process is begun from the very beginning (Ekanem, 2014).
II. Traditional budgeting places a high value on the previous year’s expenditures. As opposed to this, the goal of zero-based budgeting is to always come up with a fresh economic plan (Ibrahim,2019).
III. Traditional budgeting is based on cost accounting concepts, thus it's more accounting-oriented than other budgeting methods. Instead, zero-based budgeting emphasises the importance of making decisions (DianatiDeilami, Alambeigi and Barzegar, 2016).
IV. Justification of line items and costs is not necessary in traditional budgeting. With zero-based budgeting, it is necessary to justify expenditures in terms of both cost and benefit (Lin and Miklos, 1979).
V. Budgeting traditionally involves senior management deciding how much money will be spent on each individual product. In contrast, managers make the final call on whether to spend a given amount on a specific item when using zero-based budgeting (Ibrahim,2019).
VI. In terms of both clarity and reactivity, zero-based budgeting is superior than traditional budgeting in comparison (Chan, 2008).
VII. Budgeting in the traditional sense is a tedious process. A basic method is taken instead using zero-based budgeting (Ekanem, 2014).
[bookmark: _Toc107451870](b) The Process of Zero-based Budgeting and How Can This Be Implemented
Every proposed budget line item must be supported by a rationale from a designated decision-making unit. Companies should begin putting together decision packages at this juncture. Decision packages are distinct from one another. The company’s goals are reflected in these decision packages (Pyhrr, 2012). Next in ZBB, the decision packages are ranked. A cost-benefit analysis underpins this list. A pyramid ranking system is then used to allocate cash in accordance with the facts presented above, resulting in the best possible outcomes for all parties involved (Callaghan, Hawke and Mignerey, 2014).
An overview of the zero-based budgeting process is as follows:
Step 1: Establishing a business objective
Continental Hotel’s business goals should be defined and clarified before the start of the new accounting period. If its primary goal is to reduce expenses or to improve profits, or its combination of both, Continental Hotel should begin by defining a specific company objective and then ensuring that the goal can be quantified (Antić and Novićević, 2011).
Step 2: Activities that will lead to the aim
This phase of zero-based budgeting includes the tasks necessary to meet the company objectives Continental Hotel established in the previous step. For the stated aims, Continental Hotel need to take a closer look at how best to distribute resources (Beredugo, Azubike and Okon, 2019).
Step 3: Analyse cost drivers
Next, Continental Hotel needs to figure out how much it will cost the company to accomplish its company goals. Continental Hotel needs to make sure that it includes the charges that are currently linked with running and sustaining the firm (Callaghan, Hawke and Mignerey, 2014).
Following zero-based budgeting, Continental Hotel should prioritise the tasks that are most important and stick to its budget. If Continental Hotel wants to know if its goals have been met, the firm must compare its actual outcomes with the expectations. In the following budgetary session (next Fiscal Year), the cycle will begin again.
When to use zero-based budgeting
Zero-based budgeting might help businesses that are having trouble keeping track of their expenses. Implementation of ZBB takes time since it is more detailed and stringent than traditional budgeting methods (Al-attara, Mashkourb and Hassanc, 2020). Businesses with a cost-cutting goal of 10% or less can benefit from this budgeting method (Van Schalkwyk, 2012). Businesses that are ready to take on the difficulties of zero-based budgeting will benefit from it as well. Employees must be trained in zero-based budgeting since it demands the formation of a cost-saving culture. In the long run, businesses that are willing to put in the work will get the biggest benefit from zero-based budgeting.
Zero-based budgeting may save a lot of money for companies of all sizes and types over time. ZBB is not just for enterprises that cannot develop, according to several business owners. Businesses may use zero-based budgeting as a growth booster by using it in their budgeting process. It accomplishes this by reinvesting wasteful expenditures into worthwhile ones (Chinniah, 2013). In the near term, zero-based budgeting can help expanding firms, especially small ones. It can also be employed by organisations who are already employing standard cost-cutting measures but are looking for a more significant decrease in their costs (Singh and Yadav, 2011).
[bookmark: _Toc107451871](c) Budgeting’s Control on Support Sustainability
To achieve sustainable development, the allocation of public finances is critical. The Paris Agreement of Climate Change and Sustainable Development Goals (SDGs) have been adopted by countries all over the world in the last few decades, implying that national policy responses have been advanced as a result of these domestic and international commitments to sustainable development (Bednarska-Olejniczak, Olejniczak and Svobodová, 2020). Because of this need, the OECD is working to help governments find innovative ways to plan and prepare their budgets while also advocating for greater openness, citizen participation, and budget monitoring and review. In order to integrate governmental revenue and expenditure processes with environmental and climate change goals, the Paris Collaborative on Green Budgeting collaborates closely with nations (Frost and Rooney, 2021).
The goal of green budgeting is to provide policymakers, legislators, and the general public a better understanding of the environmental consequences of their budgetary decisions. In order to make better judgments on how to raise income and allocate resources, it is important to know the long-term effects that policies will have on future generations and the sustainability of resources (Tolliver, Keeley and Managi, 2019). Even so, data on the environmental consequences of budgetary decisions may be scarce or not used in a systematic manner.
All policy areas of the budget, from the environment and climate to transportation, health, and finances, should incorporate environmental concerns in order to align incentives and provide a cohesive approach to policy making backed by budgetary decisions. The budget programmes of the ministry in charge of climate change adaptation in the majority of OECD nations (e.g., Ministry of Environment). Some countries, like Canada, Finland, and Ireland, take climate change seriously enough to include it into all their spending plans (Sistoet al., 2020). Accordingly, it is possible that a more systematic approach to sustainability might be developed using performance statistics linked to a government’s budget.
[bookmark: _Toc107451872]Conclusion
According to the above study, it has been found that ZBB is a more flexible approach in budgeting than the Traditional Budgeting. Through implementing the Zero-based Budgeting, Continental Hotel can improve its overall organisational performance, in terms of financials, controls and sustainability.
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