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[bookmark: _Toc27483519]Executive Summary

As part of the objectives of the assignment, the researcher has defined the Zero-base budgeting as a financial tool for organizations and also, all the advantages that this tool can present over the traditional based. And finally, how the organization can put this technique in practice on a daily basis. 
[bookmark: _GoBack]The researcher can say, after having all the ideas of the Zero-based budget that is a tool very helpful for management team that wants to have a budgetary control of their target values and the calculations of the resources needed with strategically goals to determine how successful the organization can be in comparison from one year to the upcoming period and what is best for the company.
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1. [bookmark: _Toc27483520]Zero Based Budgeting

1.1 [bookmark: _Toc27483521]Zero-based budgeting

According to the dictionary of (Business & Management, 2007) this method requires that each element analysed is specifically justified by the organization. It was first introduced in 1970, but in recent years has experimented a new reborn. Going into the past definition, it was a breakdown of the budget into small pieces so that the management team were able to make decisions more precisely. 
 Now, on these days, the definition goes further. And is about a process that gives the chance to the companies of working differently and to know where they should put their money where its matters the most and align their business priorities along with their resources in a day to day basis routine. 
In other words, is a system that gives you a broader idea of where are you spending your money and where your resources are at the current moment and where they should be to produce more money for the organization. 
1.2 [bookmark: _Toc27483522]Advantages of Zero-based budgeting over Traditional Based

The first advantage the researcher can mention, is that according to (Kyle Hawke, 2018) for companies that they make the action of reallocate their resources in a daily basis they note a grow of the returns to the shareholders of an average as a 10 percent, while the ones that doesn’t reallocate perceive a poor grow of 5 percent or less.
While the traditional based budget required a huge amount of spreadsheets and lots of manually work from the part of financial department, the Zero-based budget is possible to create it with the use of digital tools which allows the managers to facilitate the process and make smoother for the company the use of the system in a daily basis in comparison with the periodic event of traditional process. 
If a company decides to implement the zero-based budget depending on how big they want to be this change, they can note about 25-50 percent cost reductions and even more if the change is very aggressive. 
[bookmark: _Toc27483523]2.3 How the Organisation Might introduce Zero-based Budgeting

The managers must understand that this is a change needed to be made on behalf of the benefit for the company. The culture of the organization is crucial on this part and is a job that needs to be done from frontline managers until financial department, as well as the rest of the team in the company. Everyone needs to understand this will help to reduce costs and increase profit, so it is good for each individual working for the company.
The first step is to identify the decision units of the company, which correspond to an area of responsibility that has a manager capable to indicate the unit purpose, costs and revenue. In case of the hotel discussed on the assignment, some operations are being abolished, like for example the zero-hours contract employees they have to cover busy periods. At this point also, all the possible proposals are presented to senior managers which take actions about what is more beneficial or not. On the next stage of the process takes part the evaluation and ranking of the decisions, where the self-control of managers is crucial. A clear and constructive discussion takes place.
Finally, on the last stage, senior managers have all the information needed for the optimum allocation of resources. Where is profitable, where is not, and then the efficiency will increase without precluding innovations on the upcoming years. 
The researcher can also point the importance of the well planned approach that this budget should be given in advance to ensure that is not sabotaged by the staff members (N.N, 1988. P,56). This is the reason why is crucial that the management have a well prepared and trained staff to implement this kind of budget. 
 

2. [bookmark: _Toc27483524]Conclusion

On the Zero-based budgeting as all the expenses need to be justified in each period, then the upcoming budget is build taking into account what is needed, whether the budget was lower or higher in comparison to the previous one. The objective of this process is to decrease costs by avoiding blanket increases or decreases to a prior periods budget.
So, the researcher can conclude this is a tool that is also difficult to implement because depends on the corporate culture. The training of the staff is an important element on this stage and it is also needed about three years time to change from a traditional procedure to a zero-based budget control for an organization that has never done it before. The training should be provided before introducing the method and also during the start phase.
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