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Financial management refers to the planning, directing, controlling and organizing financial activities like the procurement and the use of the funds of an entity. In other words, financial management implies the application of the general principles of management towards the financial resources of the company. The best practices regarding the financial management within the hospitality industry involve creating an annual budget, developing a detailed financial tracing model, having ongoing audits and building reporting structures that enable the managers in keeping track on the information on profit and loss evaluation. 

In this paper I will detail a study on Haversons Ltd, a group of hotels based in UK and Europe. More specifically, the study focuses on a part of this group, on a hotel that is situated in Liantwit Major. This establishment is comprised by specifically 50 similar twin bedrooms and 80 double bedrooms.  Furthermore, this study will include data about the preparation of cash budget for every month of an accounting period. What is more, it will also involve highlights on the meaning and evaluation of the zero-based budgeting. I will be also synthesising the process and the effectiveness of zero-based budgeting over the traditional budgeting approaches. 

[bookmark: __RefHeading__66308_1266047960]TASK 1
Cash budget- This term refers to the budget plans for expected receipts and the expenses in terms of monetary value during a particular period (Hernandez, Jonker and Kosse, 2017). Such outflows and inflows of the cash involve gathered revenues, the payment of the expenses, payments for loans and the receipts of payments. Cash budget means an anticipated projection in relation to the cash position of the company in future (De Franco and Schmidgall, 2017). This budget is being used for analysing if the company is generating enough cash in operation of the business activities. From my point of view however, a cash budget is vital for a company as it helps the business to grow and to survive; it basically evaluates if a company will have the financial means to continue its activity.  It is a strategic tool that sets the pace for the business. The reason for me stating that is the fact that if a company does not have enough liquidities to function, then it must  raise more capital by issuing stock or taking on more debt.

[bookmark: __RefHeading__66310_1266047960]TASK 2
[bookmark: __RefHeading__66312_1266047960]a. Defining and describing the procedure of zero-based budget 

Zero based budgeting refers to the approach that is used in building a budget from the zero base (Mariana, 2018). This method of budgeting is not based on the prior period budget and is starter from the scratch. With the use of this planning tool, a manager is able to justify each and every disbursement prior to adding it to the official budget. The main purpose of this type of budgeting is reducing the spending by looking at the area where the cost could be cut down; every function within the organization is analysed for its needs and costs and reconsidered from a strategic point of view. Furthermore, I will discuss the steps in the process of zero-base budget that are as follows-
	Identifying decision units- In the first step of zero-base budget, decision units are being determined in respect of the responsibility centres. Such decision units must contain useful evaluation and an identification. The amount of the scope, the expenses, the quality and the direction of the tasks are counted as the basis for justifying meaningful units of the decision. 
	Developing new ways or methods for achieving goals- After having identified the goal, the preparation of the decision package will be the next step under this budgeting tool (Dynowska, and Cereola, 2018). This decision package is seen as the set of documents that describe and identify activities of a unit in such a manner that the management could evaluate and provide ranking against the others that are competing for very limited purposes and decide on approving or disapproving it. 
	Discovering new approaches in funding the processes of the business- Under this step, decision packages that are developed will be ranked by the executive, departmental and operational managers based on the organizational needs, funds availability and on other major factors (Rendón, 2018). Ranking could be made through the use of various methods or a combination of all the approaches such as comparison approach, voting method, Delphi and judgemental approach. 
	Prioritize the funding- At this stage, availability of the resources is being kept in mind and allocation of the resources in several decision units is being made (Process of zero-based budget, 2017). The resources that are selected must be adequate enough in meeting the needs of the selected alternatives. 
By following the above steps, an entity could be able to assess the amount of expenses that will be incurred in the process of goal achievement.  This in turn helps the company in finding new ways for spending their money on profitable and low-cost channels.
[bookmark: __RefHeading__66314_1266047960]b. Analysing the advantages of the zero-based budgeting over the traditional budget 
There are a number of benefits associated with zero-based budgeting that are depicted as follows-
· Unlike the based-budgeting, the zero-based method helps to promote efficiency as it needs managers of the company in reviewing and making justification of the activities (Khetan and Oh, 2016). When the zero-based budgeting method is used, management may prevent inefficiencies from being repeated at the time when the new budget is framed or developed. 
· It is counted as the most appropriate technique both for the staff and the support areas of the firm because inputs of such areas are not being directly related to final outputs of an entity. 
· Zero-based budget is considered an alternative way of performing a similar job as under this budget is prepared from the base or starting. Thus, this facilitates an opportunity to the management in getting critical appraisal within their business activities. 
· It emphasizes on the process of management in assessing and making decisions as it needs managers in reviewing their activities all the time when the budget is being developed. 
· This tool helps management in attaining optimum allocation of the scarce resources as it comprises of the unique aspect that is evaluation of the both proposed and the current expenditure and in placing it in the priority order (Tacuba Santos and Chavez Maza, 2018). Such funds are being used on the priority basis and it results in better resource allocation. 
· Through this method, communication within an entity is being improved and the communication channels are being strengthened. 
· It involves an increased participation of the employees and creates a motivational environment among workers within the firm.
· ZBB is reflected as very much useful for the service departments and the government agencies. 
· It makes the managers more and more cost conscious and enables them in determining the priorities in interest of an entire organization. 

Unlike traditional approach, zero-based budget does not look at the budgets that are being framed in the past periods. Traditional budget intends to seek prior budget and make adjustments on the basis of the information present in those budgets. 

On one hand, zero-based budget is stated to be a potentially time-consuming technique but on the other hand, it is highly valuable to any company as it provides an updated view of the estimates which is then useful for making appropriate forecasting. On the opposite side, traditional budgeting does not provide for current or future estimates of the expenses and income that would be generated in the future periods. 

Moreover, zero based budgeting assists the managers in determining the irrelevant or necessary spending that are incurred in the allocation of the activities (Dynowska, and Cereola,2018). It provides an appropriate measure for keeping control over the cost and achieving cost effectiveness within the processes. On the other hand, traditional budgeting can only provide a review towards past expenditure and make assumptions on the basis of the previous allocations. Therefore, one could say that the zero-based budgeting method is a safe way of controlling the budget and a way to control risk parameters. Nevertheless, an aspect to be taken into consideration when using this method is the fact that ZBB takes a longer time than traditional budgeting. What is more, this practice favours areas that achieve direct revenues or production, as their contributions are more easily justifiable than in departments such as client service and research and development.

[bookmark: __RefHeading__66316_1266047960]c. Ways in which an entity can apply the zero-based budgeting technique in a practical sense
ZBB is being thought of as the approach that facilitates a particular process in evaluating the programs of the company (Zero based budget, 2018). It makes possible to have budget reductions and permits for re-allocation of the resources ranging from low to the high priority procedures and the programs. It is considered as the cost-benefits analysis tool that helps in decision making within an enterprise. 
For instance- A company that operates in constructing equipment will make use of the process of zero-based budget in order to make a detailed analysis of the departmental expenses. The firm noticed that the cost of certain parts that were used in their final products, are being outsourced to the other manufacturer, which had increased by 5% in terms of value every year. An entity was having the capability in making such parts in-house by using their own workers. After weighing on the negative and the positive in-house manufacturing, the company has found out that it could make parts cheaper than the suppliers present outside.   
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All in all, this report highlights the importance of cash budget for a company. The reason for it being a priority derives from the fact that cash budget is some sort of safety net for the company’s investments. We may call it safety net as it helps establish the amount of credit that could be extended to the customers without determining the problems attached with the liquidity. What is more, by planning in advance and having a balanced cash budget, a company can easily avoid the shortage of cash in the periods within which an entity encounters large number of the expenses. Moreover, ZBB drives the managers in finding cost effective methods of improvement in financial activities. This approach helps in detecting the inflated budgets and is seen as useful for the service departments as criteria are not counted as easy in identifying. This tool helps in re-evaluating and re-examining all the expenses and the income with adequate justification of all types of the expenses within the business.
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