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[bookmark: _Toc107163064]Introduction
A budget is a very good tool in organisational management and project management. However, preparing a budget is always challenging. There are two main ways of preparing a budget. The understanding of budget preparation techniques, the process of making budgets, and how budgeting supports sustainability have been discussed in this report.



[bookmark: _Toc107163065]Task 1: Budget planning 
A cash budget is a good tool to show the future anticipation of an organization as well as the area of failure that can arise. Based on the data provided with the brief, a budget planner has been prepared and demonstrated here.
	 
	Jan
	Feb
	March
	April
	May
	June
	July
	Aug
	Sept
	Oct
	Nov
	Dec
	Total

	 
	£
	£
	£
	£
	£
	£
	£
	£
	£
	£
	£
	£
	£

	Receipts :
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	

	Payment on business accounts
	85,000
	66,000
	85,000
	40,000
	42,000
	49,000
	56,500
	66,900
	74,000
	49,000
	50,900
	50,800
	715,100

	Cash sales
	6,800
	6,800
	6,800
	6,800
	6,800
	6,800
	6,800
	6,800
	6,800
	6,800
	6,800
	6,800
	81,600

	Interest Received
	180
	2,547
	4,415
	6,910
	8,029
	9,299
	10,729
	12,505
	14,636
	17,032
	18,815
	20,718
	125,815

	Total Receipts
	91,980
	75,347
	96,215
	53,710
	56,829
	65,099
	74,029
	86,205
	95,436
	72,832
	76,515
	78,318
	922,515

	Payments :
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	

	News Papers
	150
	150
	150
	150
	150
	150
	150
	150
	150
	150
	150
	150
	1,800

	Magazines
	250
	250
	250
	250
	250
	250
	250
	250
	250
	250
	250
	250
	3,000

	TV Licences
	
	
	
	3,000
	
	
	
	
	
	
	
	
	3,000

	Freehold
	 
	
	 
	
	
	
	
	
	
	
	
	
	

	Beverages
	
	
	
	350
	
	350
	
	350
	
	350
	
	350
	1,750

	Mini Bar
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	36,000

	Fixtures and fittings
	 
	
	 
	
	1,750
	1,750
	1,750
	1,750
	 
	 
	
	 
	7,000

	Entertainment/Sky
	250
	250
	250
	250
	250
	250
	250
	250
	250
	250
	250
	250
	3,000

	Property expenses
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	

	Utility Bill
	700
	700
	700
	700
	700
	700
	700
	700
	700
	700
	700
	700
	8,400

	Laundry
	 
	 
	 
	 
	 
	 
	 
	 
	  
	 
	 
	 
	

	Energy costs
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	

	Fitness Cost
	1,500
	1,500
	1,500
	1,500
	1,500
	1,500
	1,500
	1,500
	1,500
	1,500
	1,500
	1,500
	18,000

	Vehicles Valeted
	140
	140
	140
	140
	140
	140
	140
	140
	140
	140
	140
	140
	1,680

	Payments to suppliers
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	

	Vehicles Insurance
	
	
	
	
	
	
	
	
	
	
	
	4,000
	4,000

	Salaries
	6,000
	6,000
	6,000
	6,000
	6,000
	6,000
	6,000
	6,000
	6,000
	6,000
	6,000
	6,000
	72,000

	Vehicles 
	275
	275
	275
	275
	275
	275
	275
	275
	275
	275
	275
	275
	3,300

	Van
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	

	Petrol and diesel
	500
	500
	500
	500
	500
	500
	500
	500
	500
	500
	500
	500
	6,000

	Rates
	300
	300
	300
	300
	 
	300
	300
	300
	300
	300
	300
	300
	3,300

	Building Insurance
	
	
	
	
	
	
	
	
	2,500
	
	
	
	2,500

	Marketing
	
	  
	 
	 
	
	 
	 
	 
	 
	 
	 
	
	

	Overdraft Interest
	
	 
	
	
	 
	 
	 
	
	 
	
	
	
	

	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total payments
	13,065
	13,065
	13,065
	16,415
	14,515
	17,435
	14,815
	15,165
	15,565
	13,415
	13,065
	17,415
	174,730

	Balance b / f
	6,000
	84,915
	147,197
	230,347
	267,642
	309,956
	357,620
	416,834
	487,874
	567,745
	627,162
	690,612
	751,515

	Net cash flow in month
	78,915
	62,282
	83,150
	37,295
	42,314
	47,664
	59,214
	71,040
	79,871
	59,417
	63,450
	60,903
	747,785

	Balance c / f
	84,915
	147,197
	230,347
	267,642
	309,956
	357,620
	416,834
	487,874
	567,745
	627,162
	690,612
	751,515
	1,499,300



As can be seen here, considering all the elements and data provided with the assignment brief, the cash budget for the organization has been developed. Thus, what the company is going to do and what are the ways to do that can be known better. Aside from that, if there is any problem that can be identified, it can be solved by aligning it with the company budget. Thus, business operations become easier to operate with the help of cash budget tools. The budget has been developed quickly, and there is more control over the errors.  


[bookmark: _Toc107163066]Task 2
[bookmark: _Toc107163067]Traditionally based budget and zero-base budget
The budgets for the previous years are used as the starting point for traditional budgeting. The budget for the current year is created by modifying the budget from the preceding years and changing the expenses following the rate of inflation, customer demands, market conditions, etc. The budget for the present year includes the revenues and expenses from the previous year. Only those budgetary items in more conventional budgets that go above and beyond the previous year's budget must be justified (Rachmat and SeTin, 2020). Implementing it is simple. Additionally, because there aren't many changes to the budget from the prior year, it may be created more quickly. Managers can save a lot of time and work this way.
With the help of traditional-based budgeting, the monetary activities being coordinated and everyone being aware of what has to be accomplished, a company's operation becomes more stable. As in the case of banks, this budgeting aids in fostering decentralisation inside the company. Any branch that is not connected to the main office can create its budget to make adjustments as long as they stay within the parameters (Dong-Seok Oak, 2017). The option to combine several smaller projects into one larger one is provided by the traditional budget method. This improves the projects that were performing poorly before they were combined with a successful project that was performing well. Such budgets are simple to create because they start with the budget from the prior year. The budget from the previous year just has to be modified to meet the needs of the budget for the current year.
Zero-based budgeting (ZBB) is a way of designing a budget whereby each new term's spending must be supported. Each function inside a company is examined for its requirements and expenditures as part of the "zero-based budgeting" approach (Ibrahim, 2019). Then, irrespective of whether every budget is bigger or smaller than the preceding ones, the budgets are constructed on what will be required for the following term. ZBB in business enables top-level strategic objectives to be integrated into the budgetary process by attaching them to particular organisational functional departments, where expenses may be first aggregated and then assessed against prior performance and current expectations. Zero-based budgeting could be a continuous process completed over many periods, with such a few primary functions being assessed at a period by executives or supervisors, due to its detail-oriented character. By preventing broad increases and decreases in the budget from a previous period, zero-based planning can aid in cost reduction. The process is lengthy and takes significantly longer than conventional, cost-based budgeting.
Zero-based budgeting has many benefits as an accounting technique, including targeted activities, decreased expenses, budgetary adaptability, and strategic implementation (Lalli, 2012). The biggest revenue-generating enterprises become more apparent when managers consider how much each dollar is spent. Zero-based budgeting, on the other hand, may minimise resource misdistribution that could occur over time whenever a budget develops incrementally, which could lead to reduced expenses.
Traditional-based budgeting and zero-based budgeting have some differences between them. In contrast to zero-based budgeting, which requires an explanation of both old and new expenditures, traditional budgeting asks for gradual increases over prior budgets, including a 2 per cent rise in expenditure. Although ZBB starts from scratch and requires justification of both new and old, repeating expenditures, traditional budgeting simply examines fresh expenditures (Ibrahim, 2019). By managing costs rather than just revenues, zero-based budgeting seeks to produce value for a company by placing the obligation of justification on managers. Hence, it can be said that zero-based budgeting is beneficial for businesses (Rodgers et al., 2011). However, as each item is examined in each budget, the budget-making process is costly and time-consuming. Sometimes, important items might be left alone as no precedent examples are used. Hence, the users have got some challenges with zero-based budgeting as well.


[bookmark: _Toc107163068]The process of zero-base budget and the ways to implement it
Zero-base budgets have no precedents to follow. Hence, the preparation of the budgets based on this technique is not complicated. Even though the process is not complicated, the process is challenging. The process of zero-base budgeting includes five steps. Here below, those have been discussed briefly.
The beginning of the process starts with zero. The budget-making process is start with zero cost, and then costs are added one by one (Ostrovska, 2020). An organisation can import the cost items from the previous budgets, and then add or deduct any cost items if necessary. Thus, the basic prototype or structure of the budget is prepared. However, the amount assigned for each cost item is assigned based on the current period’s needs and situation. Thus, if there is any unnecessary cost or if there is any need to increase a cost substantially can be found easily. 
The second step of the process is to evaluate. When the cost items are added, and values are assigned for each cost, it is important to evaluate whether the costs assigned are justifiable. Thus, increased control is ensured for the costs. Zero-base budgeting thus offers organisations to ensure enhanced control of costs. When organisations have unjustified costs incurring over the years, following zero-base budgeting can help organisations to get rid of such costs.
The third step of the process is about justifying. When the cost items are set and evaluated, the third step is to justify each cost item. It is about making clear communication about the items in the budget. The budget makers have to justify each item to the planning or the accounting department, or both. Justifying cost items can help the management ensure perfect control of budgetary management.
The fourth step of the process is about developing the plan for performing the budget. Implementing a budget is not very easy. Hence, at this stage, the plan for performing the budget is developed. For example, what actions are to be taken when the prices or costs go up, or the sources of additional finance if required are set during this step of the budget-making process.
And the final step of the process is about implementing the budget. Following the budget plan implementation can serve the purpose. In a real-life scenario, implementing a budget can be challenging. Hence, strong monitoring and control are applied at this step. Thus, the implementation of budgets is held.
[bookmark: _Toc107163069]How budgeting control supports sustainability
A budget is a very important tool for planning and controlling the management of an organisation. Budgets come up with a lot of benefits, and many of them are related to sustainability. Here below, some of the issues have been discussed briefly.
Better resource efficiency is ensured with the help of budgets. The budgets set how much a machine is expected to produce. Thus, the employees also know the expected productivity and can get the best out of a machine. Aside from that, budgets work as a plan. By following the previously developed plans, it is always easier to design the actions better. Thus, more resource efficiency can lead a business organisation into more sustainable operations.
Budgets ensure better control over any operations. Because, with the help of the budgets, every detail of the actions to be taken can be known. Thus, the operational process can be monitored and maintained properly. Thus, lower wastage within a project or organisational management is achieved. When there is lower wastage, it helps to achieve organisational sustainability as well as sustainability in a general sense.
When budgets offer better and lower waste, the cost of production goes down. The requirement for different types of resources may come down. Along with that, the people and resources working at the organisation can produce the best. Thus, a low cost of production can be achieved. To be relevant in a market for a long period, and to be sustainable, there is no alternative to low production cost.
When all of the operational indicators go up, the profit of an organisation cannot go up. With increased productivity and efficacy, along with lower costs and wastage, more profitability can be achieved. When an organisation is more profitable, it can invest for future growth. Thus, profitability ensures better sustainability of an organisation. Profitability can be achieved with the help of budgetary control within an organisation.
[bookmark: _Toc107163070]Conclusion
As can be seen, here, there are some basic differences between traditional-based budgets and zero-based budgets. Hence, the benefits of the two types normally differ. The budget-making process in zero-base budgeting is hard but the offerings from this budgeting technique are also very influential for an organisation. 
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