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[bookmark: _Toc98925972]Executive Summary

This report is on the topic of Financial Management for the Hotel Industry. This report has two different tasks. The first one is making a budget for the stated hotel using zero based budgeting techniques. The second one contains the thermotical parts of the report. Firstly, it discusses the zero-based budgeting techniques and the related understanding. Then, it described how the ZBB techniques are giving more advantages   to the hotel and other organisations than the regular/ traditional techniques.  Lastly, this report has shown the ways to introduce the zero-based budgeting techniques to a hotel or any other organisations by replacing previous method. The findings of this report are if a company needs to make effective changes in the short time with limited resources, it should go for the ZBB technique. 
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1. Introduction

Financial Management in the Hotel Industry is the subject of this paper. Budgeting is a critical financial management responsibility for a hotel. It specifies how the company will use its limited resources over a set period. We will explore a lately popular budgeting strategy, Zero Based Budgeting, in this paper. The method of zero-based budgeting is allocating all of one's money to spending, savings, and debt payments. By the end of the month, one's income minus expenses should equal zero. He has the option of repeating cost categories and amounts each month or varying them.
2. Zero Based Budgeting
[bookmark: _Toc98925974]2.1 Zero-based budgeting

Zero-based budgeting is just a budgeting technique wherein all expenditures for every new cycle must always be documented. This budgeting process begins with a zero and analyses each function inside an organisation for its demands and expenditures (Kagan, 2019). ZBB is a budgetary method that requires creating a fresh budget beginning scratch each time, rather than commencing with the budget from the prior month and revising it as needed (Pyhrr, 2012). This enables decision-makers to regularly examine the business through new eyes, free of the constraints of presumptions and objectives. The budgets are instead constructed based on what has been required for the next quarter, despite of whether every budget is more or lower than that of the preceding one. Individuals and families can employ zero-based budgeting, which is most commonly used in business (Ogden, 1978). Using the same approach of budgeting down to zero, you can reduce your monthly profits. The goal is to track every dollar that comes in and allocate it to housing, bills, food for the family, and savings. One of the most common goals is to spend no money on a monthly basis. Budgets are designed to meet the financial needs of the next period, such as the month (Ibrahim, 2019). Managers can use zero-based budgeting to address lower-cost areas in their businesses.

[image: What is Zero based budgeting? – How to implement it! - Finlawportal]

Figure 01: Features of ZBB Source: (Finlawportal, 2022)
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Budgeting traditionally comprises projecting a business's revenue and expenses for the upcoming season based on the previous year's budgets. A budget is a financial reporting instrument that assists managers in forecasting and evaluating the company's earnings and expenditures (Alipour, 2013). It provides managers with a blueprint to support their estimates by looking at the prior budget. The company strives to stay as near to its budgets as feasible while avoiding overpaying. It is a good indicator for the company if expenses are lower and/or sales are higher than the manager predicted. Traditional budgeting is not the only sort of budget that a manager may prepare for his business (Surbhi S, 2017). Traditional budgeting is good in many ways, but ZBB has many advantages over this budgeting techniques. These are discussed below:

Monitor cash flows
An individual who implements a zero-based budget understands exactly how much money is flowing to and from the company's accounts monthly. This strategy makes it easy to quit spending on credit, which is money the consumer does not have right now. The user may benefit from this option if he or she does not keep track of where their money goes each month or if they believe that their spending has gotten out of hand (ClearTax, 2019).

Customisable budget plan

Individuals and businesses can use ZBB to better manage their spending. Each month, somebody can add or deduct line-item needs to keep track of where the money is going. This understanding assists in identifying areas where one might save money so that an emergency fund can be established (Etim, 2017). This benefit makes controlling corporate legacy costs a lot better. Traditional budgeting may not address this issue for the last several years, instead waiting until a major economic shock causes the system to collapse (Murphy, 2020).

Showing spaces for improvements

Zero-based budgeting is also predicated on the notion that no prior period's basis is necessary. If your income is unpredictable, you may be able to take advantage of this benefit as a self-employed individual. Afterwards, you will go over your expenditures for the previous month or year to confirm that every expenditure is justified and delivers a demonstrable advantage in some way (Otten, 1978).

Detection of overstated budgets

If a business has an excessive amount of money in a particular regular budget item, the zero-based budget plan will rapidly identify the problem. It determines the precise amount of funds required for a particular review period, anticipating that it would run out of funds. When a business maintains a positive balance, it implies that other aspects of the business require additional attention (Ogden, 2015).

Entire control of the budget

When a business uses the zero-based budgeting strategy, each dollar has a purpose. That is why it effectively curbs wasteful spending. Knowing where your monthly cash flows must go makes it easier for the organisation to grasp what you must do. If the business must make a change, it can always shift a few dollars around to establish a new part of the budget. It acquaints the business with its finances, spending habits, and financial management capabilities (Chinniah, 2013).

[bookmark: _Toc98925976]Implementation of Zero-based Budgeting in the Organization

While ZBB offers a plethora of highly desirable benefits, the deployment process does create some difficulties. It requires a methodical, well-planned strategy. When used to highlight company waste, ZBB is most effective during times of international political and economic turmoil, including the 2008 financial issue, 2010 Eu-debt crisis, and ongoing Coronavirus Outbreak. As during COVID-19 outbreak, the ZBB technique can be critical in reforming and redesigning corporate and public institutions to prepare them for the difficult future (Coyte, 2020). Implementing ZBB and related concepts is a managerial task that requires assistance in the form of advice and coaching (Wang, 2014). Organizations should examine the following five ideas for achieving success with zero-based budgeting:

Improved comprehension of what to accomplish: ZBB necessitates a comprehensive overhaul of the standard budgeting approach. Prior to beginning, the organisation should conduct research and consult with professionals or friends to develop a clear understanding of the improvements the company wishes to make to the planning process as well as to the business (Rasugu, 2019).
Utilization of appropriate technology: As mentioned previously, Excel can jeopardise the effectiveness of a ZBB system's implementation. The organisation must identify technology that supports new processes in a way that allows corporate budget holders to easily adopt and accept the process (Haxholli, 2014).

Establishing materiality thresholds: Not all expenses in every area require the rigour or time investment required by ZBB. For instance, a $57 cost budget for office equipment for the advertising department does not really require the same level of examination as a $57 million cost plan for IT dept's consulting expenses. With the correct supporting technology, an administrator should be able to easily identify which accounts require ZBB rigour and which do not. Similarly, the program should facilitate the development of budgets for individual accounts by department heads (Azubike, 2019).

Identifying drivers: Justifying expenditures in a ZBB process entails associating expenditures with drivers. For instance, in Accounts Payable, headcount may be proportional to the number of invoices processed. The correct enabling system should allow stakeholders to select the drivers they require from a simply drop menu.

Training budget holders: Implementing a new process, particularly one that represents the rigours of ZBB, necessitates training and certification of budget holders. Training should include a grasp of the novel technique and the supporting system. Naturally, with the appropriate enablement technology in place, the procedure should appear more straightforward and need less intense training (Neil, 1981).

Creating a change management strategy: Because of the heightened scrutiny and visibility that comes with ZBB, expect some opposition from budget holders. Change management could be aided through training, as well as top level support, reasonable expectations, and a readiness to listen, as stated above (Wade, 2013).

Assuring management commitment: As discussed previously, this can be crucial for change management and the ultimate success of ZBB implementation. The organisation should ensure that senior executives understand the need for change, as well as the benefits of doing so, and that they have the support they need to implement that across all areas (Akin, 1991).
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Prior to establishing a zero-based budgeting for the very first time, the business should take a few measures to guarantee that its spending is reasonable. It begins with determining the income. The corporation must total its revenue from all sources of revenue in order to determine its overall revenue. Then, the business must track costs in order to get a precise picture of its spending. As a result, it may immediately identify areas where the company's spending habits could be improved. The last step is to classify your expenditures. Then, the business may assess the benefits and drawbacks of zero-based budgeting objectively to determine whether this choice is helpful mostly for financial stability.
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	Jan
	Feb
	Mar
	April
	May
	June
	July
	Aug
	Sept
	Oct
	Nov
	Dec
	Total

	
	£
	£
	£
	£
	£
	£
	£
	£
	£
	£
	£
	£
	£

	Receipts:
	
	
	
	
	
	
	
	
	
	
	
	
	

	Sales
	75,000
	46,000
	75,000
	30,000
	32,000
	39,000
	46,500
	46,900
	54,000
	39,000
	40,900
	40,800
	565,100

	Mini-Bar
	6,800
	6,800
	6,800
	6,800
	6,800
	6,800
	6,800
	6,800
	6,800
	6,800
	6,800
	6,800
	81,600

	Interest Received (2%)
	120
	1,558
	2,439
	3,923
	4,468
	5,100
	5,872
	6,821
	7,780
	8,909
	9,793
	10,736
	67,519

	Total Receipts
	81,920
	54,358
	84,239
	40,723
	43,268
	50,900
	59,172
	60,521
	68,580
	54,709
	57,493
	58,336
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Payments:
	
	
	
	
	
	
	
	
	
	
	
	
	

	Premier League License
	
	
	
	3,000
	
	
	
	
	
	
	
	
	3,000

	Sky Subscription
	250
	250
	250
	250
	250
	250
	250
	250
	250
	250
	250
	250
	3,000

	Virgin Active Subscription
	1,500
	1,500
	1,500
	1,500
	1,500
	1,500
	1,500
	1,500
	1,500
	1,500
	1,500
	1,500
	18,000

	Utilities
	800
	800
	800
	800
	800
	800
	800
	800
	800
	800
	800
	800
	9,600

	Vehicle Lease
	275
	275
	275
	275
	275
	275
	275
	275
	275
	275
	275
	275
	3,300

	Subscription
	
	
	
	
	
	
	
	
	
	
	
	
	

	Wages
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	36,000

	Suppliers
	
	
	
	
	
	
	
	
	
	
	
	
	

	Newspapers
	150
	150
	150
	150
	150
	150
	150
	150
	150
	150
	150
	150
	1,800

	Vehicle Insurance
	
	
	
	
	
	
	
	
	
	
	
	4,000
	4,000

	Furniture
	
	
	
	
	1,750
	1,750
	1,750
	1,750
	
	
	
	
	7,000

	Petrol & Diesel
	500
	500
	500
	500
	500
	500
	500
	500
	500
	500
	500
	500
	6,000

	Rates
	400
	400
	400
	400
	
	400
	400
	400
	
	400
	400
	400
	4,000

	Vehicles Valeting
	140
	140
	140
	140
	140
	140
	140
	140
	140
	140
	140
	140
	1,680

	Building Insurance
	
	
	
	
	
	
	
	
	2,500
	
	
	
	2,500

	Overdraft Interest
	
	
	
	
	
	
	
	
	
	
	
	
	

	Mini-Bar
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	36,000

	Bank Fee
	
	
	
	
	
	
	
	
	
	
	
	
	

	Magazines
	
	300
	
	
	300
	
	
	300
	
	
	300
	
	1,200

	Complimentary Beverages
	
	
	
	500
	
	500
	
	500
	
	500
	
	500
	2,500

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total payments
	10,015
	10,315
	10,015
	13,515
	11,665
	12,265
	11,765
	12,565
	12,115
	10,515
	10,315
	14,515
	139,580

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance b / f
	6,000
	77,905
	121,948
	196,172
	223,380
	254,983
	293,618
	341,025
	388,981
	445,446
	489,640
	536,818
	3,375,916

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net cashflow in month
	71,905
	44,043
	74,224
	27,208
	31,603
	38,635
	47,407
	47,956
	56,465
	44,194
	47,178
	43,821
	574,639

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance c / f
	77,905
	121,948
	196,172
	223,380
	254,983
	293,618
	341,025
	388,981
	445,446
	489,640
	536,818
	580,639
	3,950,555
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