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[bookmark: _Toc341883013]Executive Summary

There are so many companies are using zero-based budgeting in order to run and make their company more viable, reduce costs, better management, time consuming, more realistic and transparent process of every project, facility of reallocating funds, smooth and efficient of employee engagement etc. Traditional based budget is the most common and widely used tools in a 12 months period based on previous data. Traditional based budget has some limitations like excessive management costs, no scope of interruption in the middle point for example reallocation of funding will not possible, less accountability and transparency, poor employee engagement etc. Zero-based budgeting could easily introduce in an organization by following super structural way in a quarter or monthly basis. Finally has done an example of budget calculation to understand zero-based budget. 
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1. [bookmark: _Toc341883014]Introduction

Zero-based budgeting is the most popular and highly used form of budgeting process for any establishment over the years. It is popular because of cost effective and riskless for the organization. In order to make constant progress many companies are using zero-base budgeting now-a-days. Traditional based budget is basically a routine frame-work completed in one year period based on previous, but zero-based budgeting is a straight-forward approach and clearly defined its tasks addressing from zero and finished and justified for each new period.  
(Lauth, 2014), budget is the set of policy making decision, identifying and implementing various tasks in a certain time frame. It is an effective budgeting process that allocates its funding based on project efficiency and necessity rather than previous budget history. 
(Poll, 1979), when zero-based budget become successful, can open a new era to finance strategic investment for strengthening the organization. But when unsuccessful, reallocating the costs and current liabilities.  
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[bookmark: _Toc341883016]2.1 Zero-based budgeting
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Zero-base Budgeting developed by former Texas Instruments account manager Peter Pyhrr in 1960. It is the cost effective and easiest method rather than traditional based budget, if any company or organization implement in a proper way. The management of an organization can easily allocate funds according to the expenditure over a certain period of time like a month to make a budget from the ground up starting from zero. (Zero-based budgeting, 2022). 
According to (Vlotman, 1981), zero-base budgeting is the strategic implementation of the certain and pre-planned tasks, specific operations, reducing costs, monitoring each and every expense by analysing performance within a certain period. In a word, it is the proper and flexible way of executing the decisions made by the management. 
ZBB is the powerful and comprehensive mechanism and budgeting tool of the company for reallocating their resources and cost management of significant and prioritized projects. It is also the better thinking of collective goal of a company not an individual purpose. The best example of Coca-Cola is using ZBB to emphasis its priority ahead in a specific time frame by reducing their costs.
On the other hand, ZBB is mostly focused on expenditure which means reducing costs, but not considering the comprehensive or visionary growth of the organization. It also a concern by reducing costs of future thinking and planning of a company, which is more important and sustainable strategy to compete with the competitors.        
(6 Alternative Budget Models for Colleges and Universities, 2022), all money should be adjustable according to the needs of each and every project. It is more likely a centralized budgeting in terms of taking decision because the top-level management made the decision. As a result, the certain department may less engaged and less motivated to generate income. 
   

2.2 Advantages of Zero-based budgeting over Traditional Based

(Zero-Based Budget vs. Traditional Budget, 2022), there is a significant difference and advantages between ZBB and TBB. Zero-Based Budget start from zero but on the contrary, Traditional budget which is based on previous budgets. ZBB identify the specific unit to allocate budget with super observation, while traditional budget does wide range of expenditure not allocating in a specific project or unit. ZBB is focused on how to implement single or prioritized activity using best efforts and getting the proper benefits over TBB is the comprehensive package of many activities. 
(Rolling Budget: Advantages and Disadvantages | PLANERGY Software, 2022), by doing this separate activity growing the employee engagement, reducing operating costs, increase product diversity towards the objective of the company. TBB is not emphasise or categorised of its project, but ZBB is always giving priority to the certain project according to the company’s necessity. ZBB is the process of withdraw excessive spending from a certain project by recalculating and re-examining which is not viable, but TBB is not allowing withdraw any allocation. Traditional based budget sometime remains surplus because of not spending the full allocation. 
On the other hand, zero based budget will never surplus of any individual project. ZBB makes the employee more engaged rather than Traditional based budget. ZBB will give the clear indication where restructuring is necessary or not to run the company in a certain time frame and no base is considered in the preparation of the budget (Reddit.com. 2022).      
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2.3 How the Organisation Might introduce Zero-based Budgeting

In an organization, Zero-Based Budget introduced with a specific way of assign all its income to specific expenditure until there is no money left over. For example, if the allocation of £5000 in a certain month, the company have all £5000 up among expenses, pay liabilities and savings goals until there are left with £0. In order to justify each line-items zero based budgeting is an important role to play with (eFinanceManagement, 2022).
(Zero-Based Budgeting (ZBB) to Zero-Based Mindset (ZBx) | Accenture, 2022), ZBB transforms to zero based mindset to the organization by changing its core value and culture and adapt with different environment. Instead of using or analysing previous data the organization may introduce monthly pre planned and fixed budget emphasizing the priority projects. 
  
 


3. [bookmark: _Toc341883019]Conclusion

Zero-based budgeting is the most popular form of budgeting process both in private and public sectors in order to face any unusual circumstance and prioritizing specific activities. In order to implement right things with the right amount ZBB is the perfect way of budgeting to reduce or increase spending. Zero based budgeting increased employee engagement, transparency and liability rather than traditional based budgeting for any company. 
ZBB could be hindrance for sustainable and future development of a company. It has some drawbacks such as costly, time consuming, it could be riskier when potential savings are uncertain, strategic implementation may interrupt by reducing funds, it could be damaged organizational brand value and culture, it might need more training to cope with changeable and challenging situations.
For every new period, revenue and expense must be adjustable through a transparent way regardless of the previous period’s allocations or approvals. It also improves the accountability and efficiency rather than traditional based budget.       















4.Budget Calculations

Income – Expenses = 0, this is the main focus of zero-based budgeting. For example: In a company has monthly income from selling their service and product is £10,000. Monthly expenses such as rent, interest paid, salary, utility, any project spending or any seasonal costs etc. The total expenditure should be same as the income of £10,000. If the expense is higher than income, then need to be reduced in certain area to adjust it zero balance. In order to get zero balance, the company might need to cut expenses or selling assets to reduce current liabilities. In that case the company needs to identify the problem area and try to resolved with resources.   
For Example:
[image: ]
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Note: Cashflowtable s automaticaly calcuated based on your entris n the Monthly Income and Monthly Expense tables below

Cash Flow

Monthly Income

mprokcted

mactat

Monthly Expense

Cash Flow |7| Projected v

Total Income 5700 5500@ 200
Total Expense 3603 3655 @ 52
Total Cash 2007 1845 252,
Monthly Income w |Projected v

Income 1 4000

Income 2 1400

Other Income: 300

Total Income 5700

Monthly Expense v |7|
Housing 1500 0
Groceries 250 30
Telephone 38 0
Electric / Gas 65 -3
Water / Sewer / Trash 25 4
Cable TV 7 8
Internet 60 0
Maintenance / Repairs o -0
Childcare 180 30
Tuition 250 0
Pets. 75 5
Transportation 280 20
Personal Care 7 10
Insurance 255 0
Credit Cards 100 0
Loans 0 0
Taxes 0 0
Gifts / Charity 150 0
Savings 225 0
Other 0 0
Total 3603 52,
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