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Introduction










With this report, we will provide information on the zero-based budget calculation method and evaluate the positives and negatives of this method. This report will discuss whether the British hotel chain Haversons ltd can benefit from a zero budget and see if this method can be put into practice. In my report, I will show how effective the use of different techniques in budgeting is in the work of an organization. In addition, so far, I will also show the key benefits of zero budgeting based on traditional methods. Organizations use four main types of budgeting techniques; Gradually activity-based, value proposition and zero-based.
According to Hartman 2010, cash budget can be defined as an estimation of cash flows for a business over given financial period. Cash budget is used by the management to determine if the business has sufficient cash to meet business expenses when they fall due. From our case study a cash flow for the twelve months are computed and workings are provided below.



2.Zero budget
[bookmark: _GoBack]

The establishment of a further budget shall be calculated on a zero basis when the new accounting year begins. These calculations shall be made on the basis of cost justification and budgeting as appropriate.








2.1 Defines and evaluates the process of zero-base budgeting

According to Hartman 2010, zero based budgeting was developed in the late 1960s with an aim of improving challenges experienced by incremental budgets. Zero based budgeting is also known as priority-based budget and it can be defined as concept where the budgeting of the organization begins from zero base as opposed to preparing the budget based on the current budget. 
Under the zero-based budget managers are supposed to do analysis of all the needs of each business department within the firm and then apportion the resources accordingly irrespective of the amount allocated to the department in the previous budget. Each amount included in the zero-base budget must be justified by the department both in terms of the purpose and the amount (Hartman 2010).  Zero based budgeting requires the management to analyse each department cash inflow and cash outflow in order to justify why a particular department of the organization should be funded based on the organization goal and objective.  
The process of zero-based budget begins by describing every business activity in a decision package. The management are required to evaluate each business activities and then ranking them in order of their priority. As mentioned earlier zero-based budget is purpose oriented and therefore, every activity within the organization should be evaluated and ranked based on the priority of the business. The management are required to allocate the resources based on the ranking and order of priority (Haxholli 2015). 

2.2 Assesses the advantages zero-base budgeting has over traditional based

Zero based budgeting help the management to analyse all the business expenses. This helps them to dedicate more resources to those departments that support their business goals and objective. Zero based budget help the managers to thinks how every business dollar is spent and forces them to justify all budget expenses and how the business will generate the income (Expo 2012). 
Zero based budgeting normally target on achieving business goals and objectives. To ensure better decision zero based budgeting entirely ignores the previous year’s figures. Under tradition budgeting department expenses tend to increase every budgeting period (Hartman 2010). The expenses normally increase over time with each business unit protecting its budget from cuts. This tradition approach can lead to misallocation of business resources. Therefore, managers should embrace zero based budgeting as it can help to reduce misallocation of the resource of the organization. This is due to the fact that managers must justify the purpose and amount before being included in the budget. 
The main objective of every manager is to maximize the shareholders resources by ensuring profitability of the business. Zero based budgeting help the managers to achieve this objective as it ensures business resources are thriftily and efficiently allocated among the firm department. This is also achieved by ensuring discontinuation of obsolete operation of the business (Haxholli 2015).
According to Expo 2012, zero based budget is prepared on simple assumption of not taking base from the previous budget figures. Each head of the firm department is required to analyse.








2.3 How the organization might introduce such a technique in practical terms

To introduce zero based budgeting in an organization management are required to forecast the business cash inflow or revenue for the upcoming budgeting period. This will help to identify the source of income and reduce chances of over budgeting income which can affect achievement of the organization goal (Haxholli 2015).
To introduce zero based budgeting management are required to identify business goals and objective for the coming budgeting period. This will help to allocate the resource in the firm department based on purpose and the goal of the organization. Zero based approach is goal oriented process which aim at achieving the organization goal. Therefore, there should be a clear goal to be achieved in the next budgeting period for the zero-based budgeting to be effective in an organization (Hartman 2010).



















Conclusion





After outlining the goals of the organization for the next budgeting period and after identifying the source of the revenue that will help to accomplish the organization goal there is need to realign the company personnel (Haxholli 2015). This can also be achieved by hiring more personnel who will implement the budget.
Management are also required to identify the cost of resource and if spending the resources allocated in the zero-based budget will help to achieve the organization goal. This can be achieved by analysing all expenses by determining whether they are within the spending parameters required to achieve the firm’s goal with an aim of accessing whether they are making sense.
After assessing all outlined above and the management can confirm without doubt all is good, they should move forward and implement the zero-based budget. come the next budgeting period, the same process should be repeated. 
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 expenses and justify why those expenses should be included in the budget every year. This help to ensure that only those expenses that can be justified are included in the budget. Therefore, there will be improvement in the next budgeting period.
In addition, zero based budgeting help the management to respond to changes in the firm. These changes can be caused by technological changes and advancement of the production processes. Hence, this budgeting approach helps the management to respond to those changes within the organization. 
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