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Prepared on the hotel chain Haversons Ltd located in Europe and the UK, the study showed a detailed evaluation and ways of financial management within the hotel industry businesses. It has created a detailed and month-by-month forecast of cash budget in the context of the organisation Haversons Ltd. This has indicated the way in which organisational finances can be managed with the means of using cash budgets. Similarly, the study highlighted the procedure of creating zero-based budgets and the pros that the budgeting technique has over traditional budget methods. Lastly, the findings helped in deriving how zero-based budgeting can be practically implemented within organisational contexts
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1. [bookmark: _Toc341883014]Introduction
Financial management is an important aspect in every business organisation irrespective of whichever industry the organisation is operating (Finkler et al., 2018). The hotel industry, being one of the rapidly developing and growing industries across the globe, is also in increasing requirement of enhancing financial management. Budgets are one of the most effectual financial management tools (Barr and McClellan, 2018). The organisation Haversons Ltd is the manager and owner of a number of hotel chains not only in Europe but also in the UK. In this study, a detailed discussion is going to be made in the context of Haversons Ltd and financial management within this hotel chain. It consists of the preparation of a monthly cash budget in the context of Haversons Ltd considering all the information available on its activities, for better financial management within it. In addition to this, a report has been prepared for the hotel’s new chief executive in order to provide a view on the benefits and uses of zero-based budgeting. It also mentions how Haversons Ltd can be introducing the technique for budgeting in reality. 


2. [bookmark: _Toc341883015]Zero Based Budgeting

2.1 [bookmark: _Toc341883016]Zero-based budgeting
Budgets are an effectual tool needed to be prepared and implemented within organisations in order to ascertain their financial management (Walsh, 2016). However, there are a number of techniques and methods, which can be utilised in order to prepare budgets within organisational contexts. Amongst them, the zero-based budgeting is one of the most effectual ones. This budget technique is composed of preparation of budgets with base being zero and from the scratch (Surianti and Dalimunthe, 2015). It comprises of re-evaluation of all line items in a cash flow statement while ensuring justification of all expenditures to be made by departments. Thus, this budget method goes beyond a budgeting method whereby all the expenses for the forthcoming period are computed depending upon actual expenses to be spent. It does not comprise of just altering the expenditures made by accounting for change within operating activities. Within the method, all activities require being justified, by elucidating the revenues that all costs would be generating for the organisation (myaccountingcourse.com, 2019). 
However, in order to prepare and implement the zero-based budgeting technique, a specific procedure needs being followed (Kumar et al., 2018). The following are the five differing steps, which are needed being followed, for the preparation of the zero based budgets - 
· Identification of the decision units - In the first step, the various decision units such as the production unit, the marketing unit, and others require being found out within an organisation. 
· Making of decision packages - This step is composed of the breaking down of decision units into smaller packages of decisions and they should be in line with organisational objectives. 
· Ranking of the decision packages - The third step involves the ranking of all decision packages based on their priority and significance (efinancemanagement.com, 2019). This helps in prioritisation of decision packages for efficiently allocating scarce resources. 
· Allocation of resources available - The packages of decision-making that are ranked within the prior step are allocated funds within this step. 
· Controlling and monitoring - In this last step, the packages of decision-making need being evaluated and monitored for measuring output and performance.











2.2 [bookmark: _Toc341883017]Advantages of Zero-based budgeting over Traditional Based
The zero-based budgeting technique comprises of a number of advantages (myaccountingcourse.com, 2019). According to Zinyama and Nhema (2016), there are a number of ways due to which zero-based budgeting technique is effectual than the traditional based budgeting technique. This is the major advantage of zero-based budgeting. The zero-based budgeting is better and more effectual than traditional based budgets, as all the drawbacks and loopholes within traditional budgets are overcome with zero-based budgets. The following are the reasons or advantages for which zero-based budgeting is advantageous in nature over traditional based budgeting - 
· The zero-based budgeting technique involves taking the base to be zero, in a way as if there has been no historical or past data (efinancemanagement.com, 2019). In this, all items within the cash flow require being justified. As a result, all new expenses in an entity along with the old expenses need being justified within the budget method. However, in the case of traditional based budgets, items only over and above prior budget require being justified. Thus, the major drawback of traditional based budgets, which is requirement of explanations than justifications, is overcome in zero-based budgeting. 
· Within the traditional based budgets, the prior year’s budgets are used as baseline for the making of present year budgets. As a result, it is stressed on prior expenditure levels but difficult to change eliminate prior items. However, in the zero-based budgeting, the elimination of existent items as well as additions of new items to present budgets is easier (Frank, 2018). This is since zero-based budgets are more adaptive by nature and modifications can be made easily, which is absent within traditional based budgets. 
· The zero-based budgeting is done through allocation of maximum amount and level of resources to the activities that benefit organisations (Piszczek, 2018). The allocations are made based on revenue generating activities and ones critical for business’s survival. Hence, this budgeting method assists the management in stressing over priority decisions. However, when traditional based budgeting is done, it is done without prioritising vital activities in a business and prior year’s budgets are adjusted simply by consideration of inflation factors. Thus, another loophole of traditional based budgets is overcome in zero-based budgets. 
· Lastly, the zero-based budgeting approach finds out and eradicates various outdated operations in organisational contexts along with reducing wastage within it (Alio et al., 2019). At the same time, the method forces the cost centres for being linked with their mission and organisational objectives. However, within the traditional based budgets, outdated operations cannot be eradicated, and cost centres cannot be linked to organisational objectives. 
Thus, in all these ways, zero-based budgeting is advantageous than the traditional based budgeting and helps in overcoming traditional based budget’s disadvantages. 
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The introduction of zero-based budgeting in organisational is often a difficult task (Abid, 2017). In order to implement and introduce the technique of zero-based budgeting in the context of the organisation Haversons Ltd, strong managerial skills and efficient employees are needed. In practical terms, the Haversons Ltd first require forecasting its revenues and funding levels for the forthcoming period of budgeting in zero-based budgeting. Secondly, the organisational goals require being derived for the period of budget and beyond. In the third stage, when the top-line objectives are determined, the organisation must be working backwards for the derivation of which resources are required for attaining the goals. The Haversons Ltd also requires finding out what the resources are going to cost while evaluating all its expenditures and finding out whether they are under the desired parameters or not. After all these steps have been followed within the Haversons Ltd, the zero-based budget prepared has to be implemented and followed. The following is an example of the application and introduction of zero-based budgeting within Haversons Ltd –























	Particulars 
	 Amount   

	Receipts:
	

	Payment on business accounts 
	£ 2000000

	Cash Sales 
	£ 3000000

	Interest received 
	£ 10000

	Total Receipts 
	£ 5010000

	Payments:
	

	Furniture and fixtures 
	£ 350000

	Property
	£ 650000

	Laundry 
	£ 50000

	Energy expenses 
	£ 125000

	Wages 
	£ 500000

	Salaries 
	£ 330000

	Vehicles 
	£ 25000

	Van 
	£ 10000

	Diesel and petrol 
	£ 15000

	Rates 
	£ 750000

	Marketing 
	£ 60000

	Stationery and printing 
	£ 55000

	Complimentary services (toiletries and in-room beverages)
	£ 150000

	Overheads (bedding bundles, kettle trays, and others)
	£ 53000

	General maintenance expenses 
	£ 85000

	Cleaning costs 
	£ 40000

	Administrative overheads 
	£ 35000

	Legal fees 
	£ 7500

	Telephone bills and utilities 
	£ 3500

	Insurance expenses 
	£ 8000

	Total Payments
	£ 3302000


Table 1: Example of Haversons Ltd’s zero-based budgeting 












3. [bookmark: _Toc341883019]Conclusion
Thus, through the medium of the findings of the study, it can be understood that financial management is an important aspect of the hotel industry. It could be determined that the cash budget acts as one of the most significant and effectual means for financial management within the hotel industry. It also provided a practical idea on how cash budgets can be prepared for an organisation considering its different financial information. At the same time, a detailed knowledge has been gathered regarding the zero-based budgeting, which is another effectual tool for financial management. In addition, the benefits of zero-based budgeting, such as, consideration of business environment, focusing on cost control, and decreasing costs through keeping new and old expenses within check. Lastly, the way in which organisations can practically introduce the zero-based budgeting technique has been understood.
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