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Abstract

THE DEVELOPMENT OF POSITIVE BUDGETARY
THEORY WITHIN THE UK HOTEL INDUSTRY

Previous applied empirical research is limited. This research builds a bridge
between management accounting ‘normative theory’ and current practice,
through the development of ‘positive budgetary theory’. In order to achieve
this a series of objectives were set, relating to: developing a statement of
textbook ‘normative’ theory; identifying industry practice; analysing practice in
relation to theory; critically reviewing the rationale for practice; and
developing a model of ‘positive’ budgetary theory appropriate for UK hotel

organizations.

The methodological stance was interpretive and corpus based. Individual
corpus (body of knowledge) were developed related to ‘normative’ theory and
hospitality industry practice. An interpretative approach was used to
interrogate the corpus in order to ascertain ‘positive’ theory, concerning
budgeting in the hospitality industry. The methodological approach adopted
required a multi-method approach, which allowed triangulation of results.
Methods used were content analysis, postal census survey, semi-structured

interviews and a qualitative questionnaire.

The content analysis results identified aspects of budgeting that were

‘normative’, ‘probably normative’, ‘probably not normative’, and ‘not
normative’ in textbooks. Of the sixteen aspects of budgeting reviewed ten
were considered normative (at the primary coded level) but others such as

zero base budgeting was probably not normative.

Findings from industry research established aspects of practice in line with
‘normative’ theory. Positive theory developed was informed by practice,
normative theory and the rationale for industry practice. No general
‘theory/practice’ gap was identified for budgeting. For many aspects such as
the need for participation in the budgeting process, or the marginal reporting
of zero base budgeting, there was agreement. However flexible budgeting

was viewed has having little use in the industry, whilst it was normative in
textbooks. The results also identify aspects that need to be reconsidered by

industry, particularly participation at lower levels in the organization and the
financial training needs of non-financial managers.

Tracy Amanda JONES
October 2006

Doctor of Philosophy
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Chapter 1

Introduction

Introduction

This brief chapter serves two purposes, firstly it provides a context for the

research project, and secondly it informs the reader as to the structure of the

thesis.

Context

In Scapens’ (2006), ‘A personal journey’ he reflects on how his management
accounting research has changed and developed over time. In his reflection
he recognizes that his ‘personal journey’ is not uncommon and often mirrors
the general developments within British management accounting research.
The context of this current research project relates to the authors own,
‘personal journey’ in hospitality applied management accounting research,
which in itself provides an understanding of the development of this applied

area of research within the UK.

The author first studied hospitality applied management accounting in 1980,
when academic research in the discipline was far more limited than it is
today. Taught by a now Professor of Hospitality Management, an interest in
this specific aspect of the hospitality industry grew. Having received the
Greene, Bellfield-Smith award in 1985, for achieving the highest marks

nationally in finance as part of the Hotel and Catering International

2



Management Association (HCIMA) professional qualifications, an academic

career in hospitality applied management accounting developed.

Having completed an undergraduate degree in hospitality management,

including the accounting pathway, the author went on to become a
researcher in hospitality management accounting. At the time, 1987, it was

the first research studentship under the supervision of Peter Harris, a now

professor of accounting and financial management applied to the hospitality

Industry.

In some respects, at the time, the authors research was ‘ground breaking'. It
was believed to be only the fourth Master of Philosophy (MPhil) applied to
hospitality accounting and finance awarded in the UK, at a time when no
doctorates (PhDs) were known to have been awarded in the subject area.
The study considered the information needs of hospitality managers,
specifically the application of a ‘Critical Success Factors approach’ (CSFs) to

identifying management information needs (Jones 1991).

At the time, late 1980s, no hospitality applied research methodology texts
existed, indeed even within generic management accounting research
discussion of research methodology and methods was limited in nature. The
research used a case study approach. Whilst much is written about this in
methodological terms more recently (Ryan, Scapens and Theobald 2002), at
the time it was a novel approach. It was only during the 1980s that generic

management accounting researchers came to realize the value of research



within industry and the use of case study research became accepted (Ryan,

Scapens and Theobald 2002, Choudhury 1986, 1987). Further case study

research related to hospitality applied management accounting has taken
place during the 1990s in the UK and the author's work has been used as a

reference by subsequent researchers (Burgess 1995, Downie 1995, Harris

and Brander-Brown 1998).

At the time of undertaking the MPhil research, CSFs were still a relatively
new concept. The author’s work was the first UK based study of the topic
applied to hospitality and indeed amongst the first few studies in the UK in
any industry. Fifteen years after completion, CSFs is now a widely used term
in both management accounting and strategy-related research and
textbooks. CSFs have continued to be researched in a hospitality applied

context (Brotherton and Shaw 1996). Following MPhil completion, the author
also published book chapters (Jones 1992, 1995, 1999) and presented a

conference paper (Jones 1997a) in this subject area.

The development and growth in academic research applied to hospitality
management accounting in the 1990s is evident through the publication of
research related texts (Harris, Peter 1995, Harris and Mongiello 2006) and

the review undertaken by Harris and Brander-Brown (1998).

The author’s continuous involvement in teaching and researching hospitality
applied management accounting in an academic environment since 1987 has

a bearing on this current research. Indeed, the specific focus of budgeting



was developed from research work undertaken earlier, in 1996-1997. This
PhD was started with an existing degree of expertise in the specific subject

area of budgeting in hospitality, and also understanding of the hospitality
applied management accounting field more widely. From a research

perspective, holding a research degree (MPhil) and publishing demonstrates

research expertise at the start of this study.

Thesis Structure and Format

The structure of this thesis has been designed to best meet the needs of the

research project and the specific research data collected. So whilst the initial
chapters cover ‘standard’ aspects you might expect in a thesis, the specific
contents of these and subsequent chapters arie often not ‘standard’. This is
due to the multi-method approach adopted to the study and (specifically) the

demands of using a corpus approach and the use of a content analysis of

specific literature.

The literature review, Chapter 2, covers the general development of literature
in the subject area, but budgeting sections of management accounting
textbooks are not specifically covered in this chapter. This is because such
textbooks are more closely reviewed as part of a content analysis later within

the thesis.

The literature review is followed by the methodology, Chapter 3. This

chapter focuses purely on methodology and does not consider research



methods. A ‘multi-method’ approach has been used: research method
Issues are addressed in specific chapters at the beginning of each research

section, as detailed later.

Consideration of the specific research problem is addressed in Chapter 4.
This chapter has been developed from the initial PhD research proposal

agreed through the University of Gloucestershire research committees.

The main body of research is broken down into three key sections, related to
the objectives of the research project. Each of these three sections of the

main body of research is further broken down into chapters. This ensures full

discussion of the research method, results and analysis for each phase of the

research, as illustrated in Table 1.

Following the main body of the research, the findings are used to generate a

‘positive’ model of budgeting practice in Chapter 13, with general conclusions

being presented in Chapter 14.

Where a format has been specified within the University of Gloucestershire

Research Degrees regulations, for example line-spacing, font size these
have been followed. Where a specific regulation does not exist, for example
format of table heading, advice has been followed from the Publications

Manual of the American Psychological Association (APA), 5" edition 2001.



Table 1

Main Body Thesis Sections and Chapters
Secionn = [Chapter: 000000
Section 5: Chapter 5

Content Analysis Content Analysis: The Development
of Normative Theo

Chapter 6
Content Analysis: Data and Data
Structure

Chapter 7
Content Analysis: Data Analysis

Section 6: Chapter 8

Hospitality Industry Budgetary Hospitality Industry Budgetary
Practices Practices: Postal Survey Research

Method

Chapter 9
Hospitality Industry Budgetary
Practices: Survey Results

Chapter 10
Hospitality Industry Budgetary
Practices: Survey Analysis

Section 7: Chapter 11
Qualitative Hospitality Industry Qualitative Hospitality Industry
Research Research: Research Method

Chapter 12
Qualitative Hospitality Industry
Research Resuits and Analysis

The APA manual is used as the ‘style manual’ by various publishers, for

example Sage Publishing, and by academic journals in the social sciences.
It is estimated the number of social science journals that now use the APA

publications manual exceeds a thousand, making it the ‘standard’ widely

recognized worldwide (American Psychological Association 2001, p.XXI) in

academic social science publications.

Within the University of Gloucestershire Research Degree Regulations

(University of Gloucestershire 2004) a candidate is ‘free to publish material

7



from the thesis in advance of its submission’ (regulation 14.6, p. 11). During
the time of PhD registration various ‘outputs’ associated with the research

have been published, or presented at conference; these include Jones
1997b, 1998, 2003, 2004 and 2006. In addition a further output (Atkinson

and Jones) is pending publication, expected to be 2007. These outputs are

referenced in the appropriate sections of the thesis.

Chapter Summary

This chapter has provided the context for this specific study, including the

author's previous subject and research expertise at the outset of this

research investigation.

The thesis does not follow the ‘standard’ structure expected in such a thesis.

Instead, a structure has been developed that best meets the needs of the

research, making the content most readily available to the reader.

The format meets with the University of Gloucestershire regulations and any
material related to the project, published ahead of PhD submission is fully

referenced within the text.
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Chapter 2 Literature Review

Introduction

This literature review provides an overview of literature related to the core

themes of relevance to this research project. Given the research area, the
core themes to be covered include:

> Defining management accounting;

The historical context of management accounting research;

Budgeting as a management accounting tool;

Hospitality applied budgeting research; and

V. V V V¥V

The ‘beyond budgeting’ debate.

The emphasis of the literature review is in reviewing previous published
research in this area. Ryan, Scapens and Theobald (2002, p. 7Q) argue that,
‘much of the material contained in current textbooks is derived from research

that took place in the 1950s and 1960s’. With this in mind, management

accounting textbooks, including their sections concerning budgeting, are not

considered primary documents within the literature review.

Textbooks do however have a role to play in such research, whilst some
specific texts are referred to, a detailed review of ‘textbooks’ is not
considered appropriate in the context of this literature review, but are

consider in detail later within this research.

10



Defining Management Accounting

In accounting textbooks it is usual for management and financial accounting

to be separated and defined. Ryan, Scapens and Theobald (2002) argue
that whilst such divisions take place for teaching purposes this division is

arbitrary, as there is a great deal of overlap between these two aspects of

accounting.

Whilst the definition of management accounting has changed over the years
(Ryan, Scapens and Theobald 2002), definitions tend to describe it as
providing accounting information to aid decision-making. They go on state
that, ‘academic textbooks portray management accounting as a coherent set
of techniques which can be used to provide information for managers to

assist their decision making’ (Ryan, Scapens and Theobald 2002, p. 69).

Over time, the definition and specific management accounting ‘techniques’

have developed.

The Historical Context of Management Accounting Research

In their classical work, ‘Relevance Lost: the rise and fall of management
accounting’, Johnson and Kaplan (1987) provide a comprehensive historical
context of management accounting, which is often referenced in other texts

(Drury 1992, Ryan, Scapens and Theobald 2002).

11



Johnson and Kaplan (1987) provided evidence on the existence of

accounting for thousands of years, dating back to ancient civilizations.

However they believe that management accounting is more recent and can

be traced back to the nineteenth century. They argue that until that time,

+virtually all exchange transactions occurred between an owner-entrepreneur

and individuals who were not part of an organization’ (Johnson and Kaplan

1987, p. 6).

It is argued that the industrial revolution changed this, as workers were hired
and mangers’ ran aspects of an operation for the owners, owners wished to

maintain control of their investment. Due to this, there was ‘a new demand

for accounting information’ (Johnson and Kaplan 1987, p. 7).

Johnson and Kaplan (1987, p. 7) state, ‘thus management accounting
developed to support the profit-seeking activities of entrepreneurs for whom
multiprocess, hierarchical, managed enterprises were more efficient than

conversion processes through continual transactions in the market-place’.

Management accounting techniques developed throughout the nineteenth

century and into the twentieth century. Kaplan and Johnson (1987, p. 12)
argue that, ‘by 19256 virtually all management practise used today had been
developed: cost accounts for labour, material, and overheads; budgets for
cash, income and capital; flexible budgets, sales forecasts, standard costs,

variance analysis, transfer prices, and divisional performance measures’.

12



They believe the increased emphasis of external financial statements in the

twentieth century led to stagnation in management accounting developments.

Further, Kaplan and Johnson (1987, p. 175) believe that since the 1920s,

most writings in management account'ing thought, ‘has been contributed by
academics ... the academics have emphasized simple decision-making

models in highly simplified firms — those producing one or only a few

products, usually in a one-stage production process’. They believe that by
the 1980s firms had developed into complex multi-national, multi-product

organizations, but management accounting ‘academic’ literature failed to

recognize this shift.

Scapens (2006, p. 3) reflect that, ‘at the time (1970s) the general feeling of
academics, including myself, was that all the relevant theory had been

developed and we just needed to communicate it to practitioners’.

Johnson and Kaplan (1987) believed that by the 1980s, ‘researchers in
universities were busy developing highly sophisticated models for
management accounting in simplified, stylised production settings - the
research was neither motivated by actual organizational phenomena nor
tested nor even testable on the data from contemporary organizations’
(Johnson and Kaplan 1987, p. 177). This is their key argument for believing
that management accounting research had lost its relevance by the 1980s.
Scapens (2006) believed that in the early 1980s in Britain there was

awareness of a gap between theory and practice.

13



Certainly, the 1987 work by Johnson and Kaplan was much debated and the
1980s clearly became a turning point for management accounting research.
Ryan, Scapens and Theobold (2002, p. 70) idenfified that, ‘management

accounting literature expanded rapidly during the 1960s, but by the late
1970s and early 1980s researchers were beginning to identify a gap between
theory and practice’. They argue that mainstream management accounting
research, up until this point, had been ‘normative’ in nature, ‘the normative

nature of this approach comes across quite clearly in most textbooks —

management accounting is presented as a collection of methods and
techniques, which ought to be used in practice’ (Ryan, Scapens and
Theobold 2002, p. 72). In such research the practicalities of implementing
such techniques in practise were not given high priority and no consideration
was given to the costs associated with using certain techniques. The change

of emphasis during the 1980s by researchers led to, an emphasis on,

‘explaining the reasons for observed management accounting practices’

(Ryan, Scapens and Theobold 2002, p. 74). They argue however this was
not always undertaken by empirical research or testing. It is stated that this

change of emphasis challenged, ‘the belief that management accounting’s

conventional (normative) wisdom was not more widely used simply because
of the time lag between theory and practice’ (Ryan, Scapens and Theobold
2002, p. 75).

In other words the 1980s saw a change of emphasis, ‘and encouraged

researchers to develop theories that encompassed existing practices, rather

14



than criticizing practitioners for failing to implement the conventional wisdom
— as such this represented a change of emphasis from normative to positive
management accounting research’ (Ryan, Scapens and Theobold 2002, p.

75).

Johnson and Kaplan (1987) were not the only academics to question the

direction of management accounting research in the 1980s. In 1983 (p. 34)

Scapens argued, ‘that relevant theories can be developed only by
researching management accounting practice — and such research requires

the co-operation of practitioners’. He felt there was a lack of research into
management accounting practice in the UK and suggested management
accounting research needed a change of emphasis, due to, the general view
that management accounting practice is very different from the subject

portrayed in most textbooks’ (Scapens 1983, p. 39).

Choudhury (1986) argued that the simultaneous development of theory and

practice was needed. The conflict between industry and ‘academic’
researchers was also explored, and partly explained, by the difference
between ‘managerial culture' and ‘academic researcher culture'. It is argued
that research that is targeted at improving industry practices can be viewed
as having, ‘practical relevance’ (Choudhury 1986, p. 24). Choudhury
summarizes this as,

‘the concept of relevance contemplated in this paper is that management

accounting research should posses two features: it must help practioners

understand the organization and improve practice and it must contribute

15



to a theoretical body of knowledge of organizations that will continue to
initiate beneficial (in terms of effectiveness) organizational changes in the

future’

(Choudhury 1986, p. 24)

Choudhury (1986) believes that one of the reasons for the ‘theory practice

gap’ in research is that some researchers view, ‘practical relevance’ as trivial

or ‘anti-intellectual’. Drysdale (1996) also identifies with the needs of
academic management accounting researchers to further consider the needs

of managers, identifying that, ‘management accounting is an applied science’

(Drysdale 1996, p. 21).

Five years after publishing Relevance Lost: the rise and fall of management
accounting (Johnson and Kaplan 1987), in 1992, Johnson published
Relevance Regained where he identified the way forward for industry and
management accounting research. In 1995, Ashton, Hopper and Scapens

also believed that management accounting was turning a corner,

‘contemporary research is highlighting the complexity of understanding

accounting knowledge and practices and the rapid changes they are

undergoing’ (Ashton, Hopper and Scapens 1995, p. 20).

Positive management accounting theory became grounded by empirical data.
Ryan, Scapens and Theobold (2002) maintain this was the mainstream of
management accounting research through the 1990s, particularly in the USA.

However they also identify ‘alternative traditions’ of management accounting
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research have developed over recent decades, such as behavioural
accounting research and accounting research linked to organization and

social theory. Early examples of this include research into the behavioural

implications of budgeting (Ryan, Scapens and Theobold 2002).

Many of these approaches to management accounting research could be

considered, ‘practice-orientated’ research. With the change away from

‘normative’ models to ‘positive’ research, focusing on empirical study,
methodological approaches also changed. It was also recognized that, whilst

surveys could identify practice more research was needed to understand the

reasons behind industry practice.

In their review of British management accounting research Hopper, Otley and
Scapens (2001) generally support this view of the development of accounting
research, but suggest some difference between developments in the USA
and in Britain. They identify management accounting research was

dominated by economic research up until the 1970s; during the 1970 they

identified a period of ‘consolidation and growth’ (Hopper, Otley and Scapens
2001, p. 269); and the mid1970s to mid1980s saw the increase in
behavioural and organizational accounting research. Whilst expressing the
view that this change of focus happened in Britain before the USA they
suggest, ‘nevertheless, the initial concerns o( Johnson and Kaplan about
relevance, and the need to study major changes in cost and management
accounting in enterprises, struck a cord with British researchers who had

long held such concems’ (Hopper, Otley and Scapens 2001, p. 278).
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Luft and Shields (2003) identifed the growth of empirical research into

management accounting in recent times has lead to, ‘an increasing variety of
theoretical perspectives and research methods to address an increasing
range of substantive questions*(Luft and Shields 2003, p. 170). Baxter and

Chua (2003), Hopper, Otley and Scapens (2001) and Scapené (2006) also

discuss the variety of management accounting research perspectives that

have develop over recent decades.

Scapens (2006, p. 28) believes today, ‘we have a much better understanding

of the comblexity of the processes which shape management accounting
practices ... the challenge for the future is to use theoretically informed

understanding to provide insights which are relevant and useful for

practioners’,

Some of these issues are further explored in the research methodology

chapter of this research.

Budgeting as a Management Accounting Tool

In an historical context Johnson and Kaplan (1987, p. 11) report the senior

management of the Du Pont Powder Company, formed in 1903, devised, ‘a
number of important operating and budgeting activities’. They also report

historians’ views that flexible budgets, in all but name, existed from 1923.
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Budgeting is described by Covaleski et al (2003, p. 3) as, ‘one of the most
extensively researched topics in management accounting'. They argue the

reason for this is that, ‘virtually every aspect of management accounting is
implicated in budgeting’ (Covaleski et al 2003, p. 3). They justify this by

identifying budgeting's relationship to various management accounting
topics, such as performance measurement, cost accounting, responsibility

accounting and managers’ remuneration. In addition they identify numerous
functions and uses of the budget, which further support the view of budgets

widespread importance in management accounting, namely in relation to;
‘planning and coordinating an organization’s activities, allocating resources,

motivating employees, and expressing conformity with_ social norms’
(Covaleski et al 2003, p. 3-4). They argue that, ‘most of the existing
accounting research on budgeting is informed by economics, psychology and
sociology’ (Covaleski et al 2003, p. 4). Whilst these three bases for
budgeting research are seen as key, Baxter and Chua (2003) identify
alternative management accounting approaches that also exist. Likewise,

Luft and Shields (2003) map theory-consistent empirical research in

management accounting, including mapping budgeting related articles in six

leading managing accounting research journals.

The variety of research into budgeting also reflects the view that budgeting is
the most commonly used management accounting tool in practice. Two
surveys of management accounting within UK manufacturing show evidence
of a 95% usage of budgeting, in some form, by companies (Puxty & Lyall

1989, Drury et al 1993). Hansen, Otley and Van der Stede (2003, p. 95)
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identify that, ‘budgeting is the cornerstone of the management control
process in nearly all organizations’. Ekholm and Wallin (2000) identified 89%

of companies they surveyed used budgets.

Luft and Shields (2003) separate budgeting research within two of their maps
of empirical research, one focusing on the causes and effects of budgeting

on the individual and the other focusing on the causes and effects of

budgeting at the organizational and subunit levels. For budgeting research
focusing on the individual, they identify research related to, ‘participative
budgeting, task uncertainty and budget emphasis jointly influence

performance and stress and that participative budgeting and budget-based
compensation jointly influence satisfaction’ (Luft and Shields 2003, p. 177).
This research generally falls into what Covaleski et al (2003) refer to as
budgeting research with a psychological base. Colvaleski et al (2003, p. 28)
argue such research is, ‘focused almost exclusively on answering the

question: What are the effects of budgeting practices on individuals’ mental

states, behaviour and performance?”’

Budgeting research related to the organization and sub-organization levels,
Luft and Shields (2003) argue, contemplate many of the variables considered
In research into the individual and budgeting, but these are considered in a
different theoretical context, for example technology and organizational
structure have an influence. Luft and Shields (2003, p. 177-178) propose

that, ‘organizational or subunit structural characteristics Such as size,

technology, decentralization, and environmental uncertainty determine the
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management accounting that is best fit for a particular organization’. Such
research would fit within Covaleski et al's (2003) economic and sociological

perspectives of budgeting research.

Covaleski et al (2003, p. 10) identifies that economic based budgeting
research views, '‘budgeting as a component of the organization’s

management accounting system’. They believe this is research that

considers the economic impact from both an owners and managers
perspective and looks in detail at budgetary practices. They conclude, ‘the
primary research question underlying economics based budgeting research

is: What is the economic value of budgeting practices for owners and
employees?’ (Covaleski et al 2003, p. 11). They identify why an organization
uses particularly budgeting practices (or indeed budgets at all) to being part

of this economic view of budgeting.

In contrast, Covaleski et al (2003, p. 29) view sociological based budgeting

research primarily answering the research question, ‘how does budgeting
influence decision making and bargaining processes among the plurality of

interests pertaining to the planning and control of social and organizational
resouces’. They argue this is research considering budgets both ‘within and

across organization’ (Covaleski et al 2003, p. 29).

Luft and Shields (2003) and Covaleski et al (2003) agree there are very many
themes to budgeting research and these have developed through the use of

several theoretical perspectives. Covaleski et al (2003, p. 45) conclude,
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‘more complete and valid explanations of how budgetary practices come to

exist in organizations and how they affect organizational performance and

individual welfare can usefully draw on research from all three theoretical

perspectives’ (psychological , economic and sociological perspectives).

Covaleski et al (2003) suggest that budgeting related research questions,

from research over the last few decades, are likely to continue to be issues
for future research into budgeting. Examples of these questions are shown

in Table 2.

Table 2

Research questions in budgeting from Covaleski et al (2003, p. 7)

» How do budgeting practices affect employee motivation and
nerformance, as well as organizational performance?

» What role should budget targets play in evaluating and rewarding
employees’ performance?

What are the costs and benefits of different levels of budget-target
difficulty and different methods of setting these targets?

How does budgeting help or hinder in planning and co-ordinating
activities in complex organizations?

What is the role in generating or resolving organizational conflict?

How do answers to all these questions change with changes in non-
budgeting variables such as environmental uncertainty, technology, and
organizational strateqy and structure?

ViVl V| V¥V

Hospitality Applied Budgeting Research

In their review of hospitality applied accounting and financial management
research and development, in 1998, Harris and Brander Brown identify one

hundred and nine hospitality applied accounting and financial management
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articles between 1972 and 1998. In 1999 Baloglu and Assante reviewed the

subjects covered in five key hospitality journals (Florida International

University Hospitality Review, Cornell Hotel and Restaurant Administration

Quarterly, Journal of Hospitality Research, International Journal of Hospitality

Management, and International Journal of Contemporary Hospitality
Management). Baloglu and Assante (1999) identified eighty-four articles

related to finance (including accounting) within these journals for the seven

years between 1990 and 1996. Whilst this total might seem high, it actually
represents fewer than 8% of articles in these publications. Thus making
hospitality research applied to finance and accounting, the second least

researched aspect of hospitality management identified by these journals.

Whilst there are several journal articles concerning research into Hospitality
applied budgeting it is not a subject to have been extensively studied,

particularly in a European context.

In 1978 Kruel published a paper (in the USA) concerning zero-based
budgeting of hotel indirect expenses. This was a review based paper, In
which Kruel explored this ‘relative new method’ and explained how it might
be used within hotels. He concluded, ‘if ZBB does nothing else, it might

stimulate thought about alternative methods and systems that might prove

useful at a later time’ (Kruel 1978, p. 14).

The year after, 1979, Kosturakis and Eyster conducted a study of operational

budgeting of 15 small hotels in the USA. They considered many aspects of
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the operational budgeting process, including participation and use of specific
techniques. Whilst it was a small-scale study, focusing specifically on small
hotels it came to some interesting conclusions concerning operational
budgeting in hotels. Firstly they concluded, ‘the operating budget is an
extremely important document in tﬁe management of small hotel companies’

(Kosturakis and Eyster 1979, p. 84). They recognized that, whilst budgets

had a planning function, budgetary control was viewed as more important in
the companies they surveyed. It was identified that where budget manuals
were used this did not improve budget to actual results in the companies

reviewed.

Kosturakis and Eyster (1979) used the re§ults of their survey, along with
knowledge of theory and budgeting in other industries, to make

recommendations for budgeting in small hotels. Their key recommendations

are shown in Table 3.

Table 3

Kosturakis and Eyster's recommendations

> Chief Executive Officers (CEOs) needed to be committed to the
budgeting process.

It is important that budgets are formal, with clear lines of
responsibility.

Significant participation is important in the process.

Training could help participants fully understand the process.
Rolling 12-month budgets should be used.

Cost-Volume-Profit analysis (CVP) and ‘other budgeting
techniques’ (i.e. flexible budgeting) should be used.

Budgets should directly link to company objectives and
strateqy.

A significant amount of time needs to be spent on the budget.

Vi V| V|ViViVv| V
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These recommendations are a personal view of how the industry should use
budgets. They are based on the ‘normative’ models of research of that time,
that is to say, they recommend, ‘what ought to be'. For example CVP and
flexible budgets were not widely used in companies surveyed as they were

believed to be to complex and not cost effective, however Kosturakis and

Eyster (1979) still recommend these should be used.

In 1985 Ashton gave a personal perspective, as a finance director, on
management accounting in hotel and catering. One of the six aspects he
covered was budgeting. The article focuses mainly on the accountant’s role

and provides little detailed insight into operational budgeting practices. The
key issues identified are that the budgetary plan needs to be firmly linked to
the overall business plan and that accountants need to keep managers

informed of variances on an ongoing basis.

A second UK based article was published in 1985 by Pickup (1985). Within
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