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[bookmark: _Toc27408564]Executive Summary
This study has been prepared in the context of the business entity named Haversons Ltd, which is located in two differing places, UK and Europe. It has highlighted on the differing manner in which financial management could be ascertained in business entities of the hotel industry. In the first place, there is a report that is comprised of the preparation of a monthly and in-depth cash budget for the hotel business Haversons Ltd. On the other hand, the manner in which the finances of the entities in the hotel industry could be managed with the medium of the zero-based budgeting could be evaluated. The manner in which the budget method can be implemented in a practical way is determined as well. 
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1. [bookmark: _Toc27408565]Introduction
In the context of all business entities, there is a considerable and increasingly important role financial management is observed to be playing (Banerjee, 2015). As the hotel industry is improving its operations and is undergoing a rapid pace of growth, it is essential for the industry to focus and stress upon financial management. Financial management acts as the key through which hotel chains can be ascertaining financial stability and sustainability. Amongst the varying types of tools and techniques, which are utilised for bringing about strong financial management, budgets act as one of the most effectual ones (Sarkar, 2018). This study has been prepared on the hotel chain named Haversons Ltd, comprising of two properties amongst which one is located in Llantwit Major in the UK. Considering the average demands for the hotel rooms in this outlet of Haversons Ltd during the year 2020 and other cost related information of the hotel, the cash budget has been created for the organisation. On the contrary, zero-based budgeting has been discussed in detail. The zero-based budgeting process has been analysed, the budget method has been defined while the manner in which the budget can be introduced within it in reality has been shown. 





2. [bookmark: _Toc27408566]Zero Based Budgeting

[bookmark: _Toc27408567]2.1 Zero-based budgeting
According to Menifield (2017), budgets are effectual tools that companies require preparing and integrating in order to ensure strong and enhanced financial management. However, differing budgeting tools and methods can be adopted for preparing budgets within business organisations. The zero-based budgeting is one of the most commonly prepared and utilised budgets for stronger financial management. Zero-based budgeting methods are comprised of creating budgets with zero base and all costs estimated from the scratch (Khan, 2019). These budgets re-evaluate all the line items present within a company’s statement of cash flows while achieving departmental expenditures being justified. As a result, the budget moves beyond a method of budgeting wherein each expense for the upcoming period are calculated based on expenses that have been incurred in reality. It is not composed of just the alterations of expenses incurred in the accounting for changes in operational activities. The method needs the justification of all activities through explaining revenues that have been generated from the costs spent (Grizzle, 2018). 
However, a particular procedures needs being adopted for the integration and the preparation of zero-based budgets (Grizzle, 2018). There are five major steps required being adopted for zero based budgeting, which are as follows - 
· Decision unit identification - Being the first step within the zero-based budgeting method, this step is composed of finding out decision units, for example, marketing units, production units and such others. 
· Making decision packages - All decision units found out in the first step are broken down into smaller packages for decision-making (Walsh, 2016). This is done based on the objectives of the organisation. 
· Decision packages ranking - This step involves the ranking as well as prioritising of the decision packages depending upon their significance levels. It is essential in nature for the effectual allocation of an organisation’s scarce resources based on priorities. 
· Allocating the available resources - This step is composed of the allocation of funds and resources based on the ranking done on decision packages in the prior step. 
· Monitoring and controlling - Within this last stage of zero-based budgeting, the decision-making packages are needed to be monitored and analysed. This in turn helps in the measurement of performance and outputs of the budget. 
[bookmark: _Toc27408568]2.2 Advantages of Zero-based budgeting over Traditional Based
There are differing sorts and number of benefits present within the technique of zero-based budgeting (Surianti and Dalimunthe, 2015). The zero-based budgeting technique also turns out being beneficial and effectual than the traditional based budgets due to a large number of reasons. It is so because the drawbacks or limitations existent amongst the traditional based budgets are eliminated and eradicated through zero-based budgets. The advantages that are seen in case of zero-based budgets than traditional based budgets have been discussed underneath in detail - 
· Within the zero-based budget method, the base is always zero and it is prepared as if there is absence of any past or historical data (Oraka et al., 2016). It requires the justification of each of the cash flows in the entity and all the expenses that are being forecasted and included in a budget. However, when the traditional based budgets are being utilised, justifications are provided only to the items that are over and above the previous budget. Thus, the limitations in traditional based budgets regarding explanations instead of justifications of cost are overcome with zero-based budgets. 
· In the traditional budgets of a company, the baseline is the previous budget for the preparing of forthcoming budgets (Coffin and Cooper, 2017). Due to this, the focus and stress is on the previous levels of expenditure and difficulties are faced regarding elimination or change of previous items. However, when the zero-based budget method is adopted, the items existent are eliminated while the new items needed being added can be done easily. It is because the zero-based budget is more adaptive by nature and easy modifications can be made to it. However, this is absent in case of all traditional budgets. 
· Organisations adopt zero-based budgeting by allocating maximum resources to activities, which in turn benefit businesses (Muhammad, 2017). All allocations are done considering the revenue generating activities and the ones that are critical for organisational survival. However, when the traditional based budgets are adopted, there is no prioritising of important activities and adjustments are made simply through considering factors of inflation. 
· Similarly, zero-based budgets eliminate outdated activities in organisations. However, the traditional budgets fail in doing so. Thus, this is another drawback in traditional budgets is overcome by zero-based budgets.
[bookmark: _Toc27408569]2.3 How the Organisation Might introduce Zero-based Budgeting
Since the zero-based budgeting method is a complex process in contrast to the traditional based budgets, difficulties are often encountered in their preparation (Kumar et al., 2018). For the introduction and integration of this budget technique within Haversons Ltd, efficiency is needed within employees and managerial skills must be strong. In case of integrating and introducing zero-based budgeting method in Haversons Ltd practically, the organisation is in the need of forecasting the revenues it can earn and the funding levels. In the next stage, it is necessary for the organisation to determine the goals that it has for the next budgetary period and beyond it. Within the third step, the top-line objectives of Haversons Ltd must be derived through working backwards to determine the resources needed for goals achievement. The organisation is also in the need of determining the cost of resources while considering the expenditures in it along with the desired parameters. After the completion of all these steps, Haversons Ltd is in the need of implementing and following the zero-based budgeting technique. The following is an example of how a zero-based budget can be prepared and applied in Haversons Ltd’s context -
	Particulars 
	 Amount   

	Receipts:
	

	Credit sales 
	 £  2,500,000.00 

	Cash Sales 
	 £  2,850,000.00 

	Interests received 
	 £        15,000.00 

	Total Receipts 
	 £  5,365,000.00 

	Payments:
	

	Fixtures and furniture 
	 £      325,000.00 

	Property costs 
	 £      625,000.00 

	Laundry expenditures 
	 £        60,000.00 

	Energy expenditures 
	 £      135,000.00 

	Wages (including zero wage contract)
	 £      525,000.00 

	Salary expenses 
	 £      345,000.00 

	Vehicle expenses 
	 £        30,000.00 

	Van expenses 
	 £        12,000.00 

	Petrol and diesel 
	 £        13,000.00 

	Business rates 
	 £      775,000.00 

	Advertising and marketing 
	 £        65,000.00 

	Printing and stationery 
	 £        50,000.00 

	Complimentary service (in-room beverages, toileteries and others)
	 £      145,000.00 

	Overhead expense (kettle trays, bedding bundles, others)
	 £        55,000.00 

	General maintenance expenditure 
	 £        82,500.00 

	Cleaning expenses 
	 £        42,000.00 

	Administration overhead
	 £        33,000.00 

	Legal fee 
	 £          8,500.00 

	Telephone utility and bills 
	 £          4,500.00 

	Insurance expenditure 
	 £          7,500.00 

	Total Payments
	 £  3,338,000.00 


Table 1: Zero-based budgeting 




3. [bookmark: _Toc27408570]Conclusion
Hence, with consideration and analysis of the findings that have been accomplished from the study, it can be understood that budgets act as a major technique for achieving financial management. At the same time, it has helped in the development of understanding and knowledge regarding two distinct financial management tools - cash budget and zero-based budget. A detailed idea has been gained regarding how cash budgets can be integrated into organisational contexts in a practical manner. In addition, why and how zero-based budgets are advantageous in nature over the traditional based budget methods has been determined. It has also highlighted the differing advantages that are possessed in zero-based budgets, for instance, proper allocation of costs, elimination of all outdated organisational activities and such others. Lastly, the study assisted in the derivation of how the introduction of zero based budgets can take place in reality within organisational contexts. 
















[bookmark: _Toc27408571]4. Budget Calculations

	
	Jan
	Feb
	Mar
	Apr
	May
	June
	July
	Aug
	Sept
	Oct
	Nov
	Dec

	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Interests received 
	Nil 
	£3646.68
	£5496.93
	-£36789.18
	£2857.27
	£3872.76
	£6329.25
	£5850.67
	£5489.0
	£4715.51
	£5944.99
	£2105.52

	

Predicted revenue 
	£382414
	£298218
	£291005
	£285111
	£325600
	£380450
	£400600
	£480750
	£520180
	£400800
	£375080
	£340900

	

Sales in credit  
	£152965.6
	£119287.2
	£116402
	£114044.4
	£130240
	£152180
	£160240
	£192300
	£312108
	£160320
	£150032
	£136360

	

Sales in cash 
	£229448.4
	£178930.8
	£174603
	£171066.6
	£195360
	£228270
	£240360
	£288450
	£208072
	£240480
	£225048
	£204540

	

Payments made to business account 
	£79542.11
	£133923.18
	£116594.02
	£114012.03
	£121325.66
	£140346.4
	£154849.4
	£175308.8
	£252677.16
	£230057.16
	£153367.04
	£141422.24

	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	 £308,990.51 
	 £316,500.66 
	 £296,693.96 
	 £248,289.44 
	 £319,542.95 
	 £372,489.16 
	 £401,538.66 
	 £469,609.48 
	 £466,238.16 
	 £475,252.67 
	       £384,360.04 
	£348,068 

	 
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	
	
	
	
	
	
	
	
	
	
	
	

	Freehold
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil

	

	
	
	
	
	
	
	
	
	
	
	
	

	Property expenses
	£28000
	Nil 
	Nil 
	Nil 
	£52000
	Nil 
	Nil 
	£127200
	£109200
	£109200
	£109200
	£109200

	
	
	
	
	
	
	
	
	
	
	
	
	

	Fixtures and fittings
	£50000
	Nil 
	Nil 
	£50000
	Nil 
	Nil 
	£50000
	Nil 
	£37500
	£37500
	£37500
	£37500

	
	
	
	
	
	
	
	
	
	
	
	
	

	Laundry
	Nil 
	£12500
	Nil 
	Nil
	£18750
	Nil 
	Nil
	£18750
	Nil
	Nil
	£18750
	Nil

	
	
	
	
	
	
	
	
	
	
	
	
	

	Energy costs
	Nil
	Nil
	£30000
	Nil 
	0
	£30000
	Nil 
	Nil
	£30000
	0
	0
	£30000

	
	
	
	
	
	
	
	
	
	
	
	
	

	Payments to suppliers
	
	
	
	
	
	
	
	
	
	
	
	

	Wages
	£40000
	£40000
	£40000
	£40000
	£40000
	£40000
	£40000
	£40000
	£45500
	£40000
	£40000
	£40000

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Vehicles 
	Nil
	Nil
	Nil
	£30000
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil

	
	
	
	
	
	
	
	
	
	
	
	
	

	Complimentary toiletries 
	8166.67
	8166. 67
	8166. 67
	8166. 67
	8166. 67
	8166. 67
	8166. 67
	8166. 67
	8166. 67
	8166.67
	8166.67
	8166.67

	
	
	
	
	
	
	
	
	
	
	
	
	

	Van
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil

	Petrol and diesel
	£1100
	£1100
	£1100
	£1100
	£1100
	£1100
	£1100
	£1100
	£1100
	£1100
	£1100
	£1100

	
	
	
	
	
	
	
	
	
	
	
	
	

	Rates
	Nil
	Nil
	£779000
	£6250
	£6250
	£6250
	£6250
	£6250
	£6250
	£6250
	£6250
	£6250

	
	
	
	
	
	
	
	
	
	
	
	
	

	Overdraft Interest
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil

	
	
	
	
	
	
	
	
	
	
	
	
	

	Printing and Stationery 
	5800
	4000
	4000
	4000
	5800
	4000
	4000
	5800
	4000
	4000
	5800
	4000

	
	
	
	
	
	
	
	
	
	
	
	
	

	Kettle tray costs
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil
	7150
	Nil
	Nil
	Nil
	Nil

	
	
	
	
	
	
	
	
	
	
	
	
	

	Complimentary in-room beverages 
	3000
	3000
	3000
	3000
	3000
	3000
	3000
	3000
	5000
	3000
	3000
	3000

	
	
	
	
	
	
	
	
	
	
	
	
	

	Branded bedding bundles 
	Nil
	Nil
	2560
	Nil
	Nil
	Nil
	Nil
	2560
	Nil
	Nil
	Nil
	Nil

	
	
	
	
	
	
	
	
	
	
	
	
	

	Marketing
	Nil
	Nil
	£25000
	Nil
	Nil
	Nil
	£25000
	Nil
	Nil
	Nil
	£25000
	Nil 


	
	
	
	
	
	
	
	
	
	
	
	
	

	Cleaning costs 
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil
	10000
	Nil


	
	
	
	
	
	
	
	
	
	
	
	
	

	General maintenance costs 
	6000
	6000
	6000
	6000
	6000
	6000
	6000
	6000
	6000
	6000
	6000
	6000

	
	
	
	
	
	
	
	
	
	
	
	
	

	Salaries
	266 66.67
	26666. 67
	26666. 67
	26666. 67
	26666. 67
	26666. 67
	26666. 67
	26666. 67
	26666. 67
	26666. 67
	26666. 67
	26666. 67

	
	
	
	
	
	
	
	
	
	
	
	
	

	Payments to
	168733.3333
	101433.3333
	925493.3333
	175183.3333
	167733.3333
	125183.3333
	170183.3333
	252643.3333
	279383.3333
	241883.3333
	297433.3333
	271883.3333



	(2)    Wages 
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Jan
	Feb
	Mar
	Apr
	May
	June
	July
	Aug
	Sept
	Oct
	Nov
	Dec

	Staff wages 
	£40000
	£40000
	£40000
	£40000
	£40000
	£40000
	£40000
	£40000
	£40000
	£40000
	£40000
	£40000

	
	
	
	
	
	
	
	
	
	
	
	
	

	Wages for zero hours contract 
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil

	
	£40000
	£40000
	£40000
	£40000
	£40000
	£40000
	£40000
	£40000
	£40000
	£40000
	£40000
	£40000

	
	
	
	
	
	
	
	
	
	
	
	
	

	Wages paid
	£40000
	£40000
	£40000
	£40000
	£40000
	£40000
	£40000
	£40000
	£40000
	£40000
	£40000
	£40000



	(3)     Cash received from customers
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	    (a)  Credit Sales
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Jan
	Feb
	Mar
	Apr
	May
	June
	July
	Aug
	Sept
	Oct
	Nov
	Dec

	
	
	
	
	
	
	
	
	
	
	
	
	

	Credit sales 
	£152965.6
	£119287.2
	£116402
	£114044.4
	£130240
	£152180
	£160240
	£192300
	£312108
	£160320
	£150032
	£136360

	
	
	
	
	
	
	
	
	
	
	
	
	

	Total sales  
	£382414
	£298218
	£291005
	£285111
	£325600
	£380450
	£400600
	£480750
	£520180
	£400800
	£375080
	£340900

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Credit sales
	£152965.6
	£119287.2
	£116402
	£114044.4
	£130240
	£152180
	£160240
	£192300
	£312108
	£160320
	£150032
	£136360



	    (b)  Cash Sales
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	Mar
	April
	May
	June
	July
	Aug
	Sept
	Oct
	Nov
	Dec

	
	
	
	
	
	
	
	
	
	
	

	Cash sales  
	£174603
	£171066.6
	£195360
	£228270
	£240360
	£288450
	£208072
	£240480
	£225048
	£204540

	
	
	
	
	
	
	
	
	
	
	

	Total sales 
	£291005
	£285111
	£325600
	£380450
	£400600
	£480750
	£520180
	£400800
	£375080
	£340900

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Cash Sales 
	£174603
	£171066.6
	£195360
	£228270
	£240360
	£288450
	£208072
	£240480
	£225048
	£204540
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