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Zero-based budgeting 

[bookmark: _Toc97544648]Introduction
This report is aiming to undertake as main subject the process of zero-base budgeting. Further, there will be defined the subject and also, evaluated in order to present on a larger scale what implies and how or actually works. In matter of facts, the zero-base budgeting process will be cut in many pieces and along with it there will be provided in this report the advantages over the traditional budgeting process as there implies many operations that seem to be more effective on long term for both the company and its management (Schwahn, 2020).
Also, it will be taken into consideration the extended explanation about how an organization can implement the zero-budgeting process in practical terms. The report will also have a clear conclusion that provides an overall idea about what is the main impact of zero-base budgeting and if it is effective or not. 

[bookmark: _Toc97544649]What is zero-base budgeting and how can it be evaluated?
According to (Kagan, 2021), the zero-base budgeting is also called (ZBB) and it can be defined as the process through which the expenses within a company are evaluated in e certain period of time in order to have a clear image of where the cashflow goes. 
There is no base while doing the zero-base budgeting process, as the name says, and this is meant to analyze the departments of a company or organization according to their needs and costs (Mind Tools, 2021).
Further, the zero-base budgeting process is evaluating the costs needed in the following period to be able to allocate a fund for the further expanses. This fund may vary according to the needs of the department for the further period (Murphy, 2022).
For example, the zero-base budgeting is completely free to be used by individuals as well as by companies as it is a simple method of generating a food and efficient plan needs and expenses by allocating the correct amount of budget (Bohm, 2019).
It is important also to mention the fact that usually, managers are those in charge of generating effective budgeting strategies and for this reason, the zero-base budgeting is one of the favorite money management method or process as it helps to lower the costs within a company. In shorter terms, it helps the heads of companies to make smarter decisions rather than spending money for things that are not justified or simply unnecessary (Jedox, 2021).
In matter of evaluating the zero-based budgeting method, it is important to add the fact that this process is not based on historical events that lead to make expenditures to optimize and better do the next ones. 
For this reason, the historical trends are not taken into consideration at all, and   the spending levels are now based on the immediate and necessary things or activities. Despite of this fact, the zero-based budgeting requires more time and effort put in developing and understanding the structure of the costs (Callaghan, Hawke, Mignerey, 2014).
Further, it is important to specify the fact that the zero-based budgeting is not trying to generate an idea of doing more with less money as it involves lack of quality within this idea but allocating the right amount of money to achieve the right things and results. 
It is clear that in order to apply a zero-budgeting process within a company, it is important to know how to prioritize the activities that are leading in achieving the business success and need bigger costs (Deloitte Analysis, 2021).

[bookmark: _Toc97544650]Zero-based budgeting vs. Traditional Budgeting
According to (Ganti, 2021), budgeting refers making a plan in order to organize the incomes for the expenses that are willing to occur in the next period of time. It is a tool that has a short-time period of accuracy and for this reason, it should be done periodically. 
The traditional budgeting first of all is a based type of budgeting that mostly relies on what incomes had the company in a previous years or certain specific period of time. For this reason, this type of budgeting is using the past to establish the future expenses and ways to spend a certain budget of a company. It is the simplest way of doing the budgeting process but it however important to mention that it is inefficient in most of the cases because in many companies the budget varies as the projects are changing and the company is willing to grow (Thakur, 2021).
There are several aspects that needs to be discussed regarding the traditional budgeting and the zero-based budgeting due to the fact that one major difference is the fact that while the traditional budgeting is willing to take into account a previous base for the future plans, the zero-based budgeting process stats the analysis from 0 as no matter what the budget is and will be, there is need of re-evaluating the upcoming projects and analyze them (Surbhi, 2017).
Moreover, while the traditional budgeting style is not requiring justifying the expenditures, the zero-based budgeting is closely looking if a project is reliable and profitable after analyzing the costs of it and the benefits that it brings to the company (Finance Management, 2022).
The zero-based budgeting is also being different from the traditional budgeting since comprehensive decision is included to be able to sort the level of expenditures by relevance and make the best decision for the company’s budget (Clear Tax, 2022).
While the traditional budgeting is improving effectiveness and efficiency of activities, the zero-based budgeting is evaluating which activities are worth to be performed (Anaplan, 2021).

[bookmark: _Toc97544651]How the organization might introduce such a technique in practical terms
The zero-based budgeting implies a clear plan and for this reason, the company should know exactly what is their goal and what projects are needed in order to achieve the main target. This can happen by doing the proper research by doing certain meetings to hear new ideas and do brainstorming, be aware of the risks of every project and how the other employees, managers feel about the project that is willing to be implemented (Serven, 2020).
Also, there is important to set where the budget will be allocated to be spent. For this reason, the company should delegate a team of employees to do proper research which considers all the positive and negative aspects of the further investments. It is also important to do a list of the priorities in all the future projects as well as their outcome to highlight their importance and relevance (Ueland, 2020).
For example, there are companies that choose to invest in marketing to attract customers while others choose to be present in different kind of meeting and congresses abroad to gain visibility and grow their brand image. As it is stated by (Chi, 2021), companies must organize their finances in matter of marketing according to their plan and for this reason, the zero-based budgeting is fitting this method as it starts to analyze the different types of marketing projects and see by their details which fits better for their future spendings and budget allocated for the marketing projects. 
After setting the main goals, there is fundamental to use the proper technology that is willing to help the company to generate and keep tracking the zero-based budgeting process. For example, Excel program part of Microsoft Office is one of the technological tools that may help the undermining process of ZBB rollout. Even if any kind of ZBB template can imply costs, there should be consider that they are actually making the work easier for the employees in the finance department in order to track the changes in the zero-based budgeting plan (Leshinski, 2021).
Making strategic choices is vital after understanding how the zero-based budgeting works since there can be highlighted other projects or actions that have merit to spend money on. For this reason, there should be an employee responsible to take these strategic decisions in order to provide the best solutions for the company. At the same time, the right choices taken at the right time are vital for any kind of project due to the fact that it may cost reducing losses in matter of money. The employee in charge of tracking the process of zero-based budgeting should be specialized and for this reason, the company should train him or her (Von Funck et al., 2021).
Finally, it is important to monitor the whole process of zero-based budgeting since the changes that may occur may increase or decrease the budget.  This means that any change that occurs should be identified rapidly and corrected so the plan to have success. Data is important to be collected to learn from the past mistakes or even contour a better zero-based budgeting plan year (Maciel, 2019).

[bookmark: _Toc97544652]Conclusion
In conclusion, even if the zero-based budgeting process seems so difficult due to the fact that it has many aspects to be taken into consideration in order to have success, such a plan is involving a company to the path to success. Moreover, the employees of the company should clearly understand how the Zero-based budgeting process works in order to be able to communicate effectively with the finance department and help in achieving the common goals. The benefits of the zero-based budgeting should be used by any modern company that is willing to plan their budget effectively and spend other money regarding the priority of their projects and their final outcome. By this, the company will become more effective and productive which means that it will lead to achieve their goals and have success in the future years. 
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