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Financial Management for Hotel Industry
Task 1
Monthly Cash Budget Forecast
Your ending cash balance is projected to be -£249,428.
Your beginning cash balance was £318,000. Your ending cash balance is projected to be -£249,428. Operations generated -£242,188 in cash flow for the period, investment generated -£325,240 and financing generated £0.
 
	Operating Cash Flow: Income

	Total received
	£2,688,665

	Received from customers
	£2,688,665

	Other cash receipts
	£0

	Operating Cash Flow: Expenses

	Total used
	£2,930,853

	Net available
	-£242,188

	Inventory
	£147,240

	Insurance
	£0

	Rent and lease
	£0

	Advertising
	£25,000

	Payroll
	£805,500

	Other payments
	£797,700

	Interest paid
	£376,413

	Taxes
	£779,000



	Investment Cash Flow: Expenses

	

	Total used
	£325,240

	Net available
	-£325,240

	Capital expenditures
	£80,000

	Purchases
	£245,240

	Other Use
	


 
	Cash Flow Balances

	Cash at beginning of period
	£318,000

	Cash at end of period
	-£249,428


 



Task 2
Process of Zero-Base Budgeting
It is refer to “ZBB is a strategic tool used by companies in the preparation of Budget Planning for a given period based on a zero basis, that is, without taking into account the Revenues, Costs, Expenses and Investments of previous years” (Ibrahim, 2019). The methodology assumes that many companies, when budgeting in a conventional manner, consider that all last year's expenditures will be needed again and that all revenue targets will be met, which is not necessarily true. This ends up generating a bloated and misaligned budget with the strategy, as the numbers are not analyzed in detail and carefully.
According to researcher, ZBB analyse “assumptions related to the function of each Revenue, Expense, Cost or Investment, taking into consideration the company's strategic plans and needs, without using historical bases or readjustment indices, as is done in Traditional model. Only then are the budgetary bases established” (Vadapalli, 2019).

Advantages of Zero Base Budgets (ZBB)
One of the biggest benefits of using ZBB is the simple story of unnecessary costs and costs for businesses. When the budget is wasted, the manager must analyze all costs in detail, eliminate unnecessary expenses and budget for other items that go unnoticed. In addition, a zero budget significantly improves the strategic vision of all leaders of the organization, where everyone must understand the company's budget and establish a budget to implement these business plan plans.
One of the great benefits of using ZBB is the identification of unnecessary costs and expenses in the history based on history. Since the administrator must create a budget from scratch, the administrator must analyze all costs and expenses in detail, eliminate unnecessary costs, and divulge the budget to other non-performing entities (Baidoo, 2019). In addition, zero budgeting greatly enhances the strategic vision of all organisational leaders when everyone understands national corporate budgets to develop departmental plans and identify the resources (budgets) required.
Other advantages and benefits of trading methods include:
This will ensure a more efficient allocation of resources;
It helps to identify higher budgets;
Remove value-added processes;
Increase management incentives by providing greater autonomy and accountability;
Improve communication and coordination within the organisation.

Disadvantages of Zero Bases Budgeting (ZBB)
Because it is a strategic tool, the downside of this methodology is that the process ends up requiring greater involvement of all department managers in the company. This is great for the holistic view it provides, but it generates the need for more time dedication from all employees for budgeting.
ZBB also forces the entire company (both Planning and Controlling and department managers) out of the comfort zone. Depending on the company, this can create a number of conflicts and various challenges to overcome existing cultural barriers (Nkeobuna and Ugoani, 2019).
	In short, the main challenges in achieving the Zero Base Budget are: “Higher time consumption than traditional budgeting; It makes managers think about (and justify) each budget item; Specific training of managers required; Requires greater level of honesty on the part of managers and trust on the part of management; In a larger organisation without an adequate Budget Management tool, the process involving many managers and huge amounts of information can be quite challenging” (Timmermans et al., 2019).

Apply Zero Base Budget (ZBB) in Business
A very common mistake is to believe that ZBB applies only to Expenses and Expenses. Quite to the contrary, the methodology can be useful and generate great gains at any stage of Budget Management, such as:
· Sales Projection: When it comes to the Sales Budget for the next period, it is common for business management to only replicate last year's results, applying a percentage of growth. This is a mistake that prevents a more detailed analysis of the distribution channels that the company operates, missing opportunities to open new channels or even discontinue channels that are not performing well. The same goes for traded Products, which may be generating bad margins and even missing opportunities to increase the product line with more profitable items aligned with market demand.
· Projecting Sales Deductions : Here is the detailed analysis of Taxes paid, verifying if it is not feasible / advantageous for the company to operate under another tax regime or if there are alternatives to tax credits or some other way to reduce the tax burden. There is also room to review Seller Commissions, and Returns analysis to check for “bumps” or anything that can be improved. Remember that as these percentages are applied to Gross Revenue, any small percentage reduction can generate big savings in Reais.
· Variable Costs: The company often assembles the datasheets of its products, selects some suppliers for raw materials and inputs, and never comes back to see if there are alternatives for reducing production costs by switching raw materials for cheaper alternatives. and that do not reduce the quality of the final product or even with the improvement of the production process.
· Personnel Expenses: Regardless of the size or business sector of the company, Personnel Expenses are usually one of the most representative expenses. And the bigger the company, the more inefficient the allocation of people (Vadapalli, 2019). At these times, the ZBB application can help to find gaps in areas of the company that are in need of staff and at the same time underutilized employees. Remembering that improving the efficiency of Personnel Expenses does not only mean reducing staff (dismissing), but allocating the company's human resources more effectively, in functions and activities that generate more value.
· Operating Expenses: This is usually an effect of the Historical Budget, which replicates expenses from year to year, and the Zero Base Budget (ZBB) is the perfect solution for cuts. After all, if the expense is really necessary, someone will soon appear to “claim it”.
· Operating Investments: The same applies to purchases of machinery, equipment, furniture, utensils, etc. Acquisitions must have a specific destination and the assets acquired have the function of supporting the operation and providing the basis for the company's growth. If the items are not aligned with the strategy, they may not be as necessary.

When to use ZBB
In younger companies, there is no getting away from ZBB. Since there is no track record, the only alternative to undertaking the company's first Budget Planning is to take a zero basis and project Revenues, Costs, Expenses and Investments based on its Business Plan and growth estimates.
In more consolidated companies, the ideal is to conduct a round with the Zero Base Budget every three or five Budget Cycles. For example, if company performs the Budget on an annual basis, a good alternative is every two Historical Base Budgets, perform the third with Zero Base. If the company conducts the Budget every six months, a good approach is to conduct a Zero Base Budget round every four Historical Base Budget rounds.
In this way, we have been able to merge the gains generated by ZBB, with the ease and agility of using past years' history to base the budget. But like everything in Business Management, there is no perfect model. Company need to understand the economic scenario in which company operates, taking into account factors such as the volatility of the market, the speed of change in the laws governing the sector and even the dynamics of changes in consumer behavior of company, and so on choose when and how to use the methodology, always focusing on getting the best financial results for the organisation.





References

Baidoo, M.I.C.H.A.E.L., 2019. Budgeting For Result; the Introduction of Programme Based Budgeting in Ghana (Doctoral dissertation, University of Ghana).
Ibrahim, M.M., 2019. Designing zero-based budgeting for public organizations. Problems and Perspectives in Management, 17(2).
Nkeobuna, J. and Ugoani, N., 2019. Activity Cost Management and its Effect on Enterprise Productivity. International Journal of Business, 6(4), pp.232-247.
Timmermans, K., Roark, C. and Abdalla, R., 2019. The Big Zero: The Transformation of ZBB into a Force for Growth, Innovation and Competitive Advantage. Penguin UK.
Vadapalli, R., 2019. Relevance of Zero-Based Budgeting (ZBB) to Commercial Banks in Asia under Present" Slow Economic Growth"-A Perspective on Cost Governance. The Management Accountant Journal, 54(9), pp.36-39.






.
