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[bookmark: _Toc341883013]Executive Summary

The purpose of this report is to analyze the zero basis budgeting method, to see what its advantages and disadvantages are compared to the traditional budgeting method and to determine if it is appropriate to introduce this method within the Haversons Ltd. organization. Also, if it has been decided to introduce this method within the organization, the stages through which it can be applied will be established, which are the steps that the management team must follow to implement this budget calculation method.
The report concludes that zero-based budgeting can be successfully introduced by Haversons Ltd. This will only benefit the company, although the procedure will be long-lasting, ultimately, both the management team, customers and employees will be very pleased with the results.
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1. [bookmark: _Toc341883014]Introduction

Haversons Ltd. Group owns and manages a chain of hotels in the UK and Europe. The organization to which this report refers is located in the UK, has 50 twin rooms and 80 double rooms, at which the price is 100 pounds/night.
The hotel has twelve employees and 50 other employees who receive payments and in peak periods, when the occupancy rate is over 50%, another 10 seasonal people are employed.
The budgetary planning at this hotel is currently held traditionally, every year starting from the figures of the previous year. Since the general manager wants to find out if it is appropriate to implement the zero-base budgeting method and how this could be done, an analysis of the method will be made, the benefits but also the disadvantages will be established.
It will be shown what can be the methods of applying in practice the zero-base budgeting.


2. [bookmark: _Toc341883015]Zero Based Budgeting

2.1 [bookmark: _Toc341883016]Zero-based budgeting

[bookmark: _GoBack]In the zero basis budgeting method, the expenses must be justified at the beginning of each period. Start each period from 0 and analyze the costs and costs. Unjustified or unproductive costs can be cut and, possibly, distributed in the departments where there is more need. (Blakely-Gray, 2019).
Unlike traditional budgeting, in which previous spending or sales will continue, zero-budgeting means that no balances or expenses are recorded. Under this method, all needs must be justified and each income that an additional expense can bring to the company must be explained (eFinanceManagement.com, 2019). 

2.2 [bookmark: _Toc341883017]Advantages of Zero-based budgeting over Traditional Based

Unlike traditional budgeting, zero budget base does not take into account the budgets achieved in previous years. For a small business, this method is not advantageous because it involves more time but can significantly reduce costs (Davis, 2019)
Advantages and disadvantages of zero-base budgeting:
Advantages:
 
· is flexible
· efficiency and accuracy
· focuses on operations,
· reduction of useless activities
· the costs are reduced
· more disciplined execution
· it avoids waste.

     


Disadvantages:


· cost estimation is difficult
· harder work
· longer working time
· lack of expertise
· the method can be expensive











Zero budgeting is a powerful tool for any company, regardless of its orientation. Whether the organization wants to grow and make a profit or the focus is on retaining talent, this type of budgeting makes everything possible, as cost management is important for any company.
                        

2.3 [bookmark: _Toc341883018]How the Organisation Might introduce Zero-based Budgeting


For the organization to introduce the zero-base budgeting method, it is necessary to involve the employees. Because it is a method in which expenses are tracked and the organization wants to reduce unnecessary costs.
Eliminating non-productive costs and reorienting them to productive areas. For example, reducing the mini-fridges in offices can significantly reduce the cost of electricity. This reduction can be aimed at improving the relationship with customers, either by hiring staff at the reception, to reduce the waiting time of guests or by purchasing a self-check-in system, which is highly requested by customers (Callaghan, Hawke and Mignerey, 2019).
To introduce this method, Haversons Ltd. must follow the following steps:
· to set their goals realistically;
· to identify the incomes and expenses;
· to separate immediate needs, emergencies, seasonal purchases and things to buy;
· to establish the necessary budget;
· to put this plan into action (Google.ro, 2019)


 


3. [bookmark: _Toc341883019]Conclusion

Zero-based budgeting is opportune for Haversons Ltd. It can lead to significant and sustainable savings, but it is much more than just building a zero-budget.
The organization will have a true culture of the economy at all levels, all employees will be involved, and for this, they will have to be stimulated and motivated.
Certain costs, unproductive, may be cut and reoriented to areas where investment is needed, which will help the organization to grow.
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