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[bookmark: _Toc98242921]Executive summary
The zero-based budgeting system is a budgeting system or strategy that assists an organization in allocating funds to costs. This budgeting system's goal is to develop and construct a budget from the ground up. This paper begins with an explanation of the zero-based budgeting approach, followed by a description of the procedure and math calculations. This study also discusses some of the benefits of a zero-based budgeting system over a standard budgeting system, as well as how to implement it in an organization, the conclusion, and references.




[bookmark: _Toc98242922]Introduction
The budgeting system or method that helps an organization to allocate the money into the expenses that system is known as the zero-based budgeting system. Aim of this budgeting system is to plan and prepare the budget from the scratch (Beredugo, 2019). In this report first describes zero based budgeting system’s definition with its process and math calculation. In this report also describes some advantages that are found for zero based budgeting system over the traditional budgeting system, ways of applying this system in an organization, conclusion and references. 
[image: ]Zero based budgeting system budgeting mainly starts from the zero. All types of expenses are properly justified in zero based budgeting system. To reduce unnecessary cost from an organization and develops revenue streams zero based budgeting system is used in an organization. More number of employees are required for preparing this budgeting system (Hitz, 2018). All types of activities are property re-evaluated in the zero-based budgeting system. This budgeting system is focused on an effective and new economic proposal. To set the budgets this system is used. Justifies are required in zero based budgeting system. For building clarity and responsiveness, zero based budgeting plays the most important part (Podrez, 2019). It is one of the most effective straightforward approach in the budgeting system. Another aim for building up the zero-based budgeting system is to make both income and expense into zero. This budgeting system helps to develop a new budget. To achieve the strategic goal of an organization zero based budgeting system plays the most important part. To build up annual budget zero based budgeting system is used in every organization (Al-Attara, 2020). For improving the resource planning zero based budgeting system is used in an organization. It helps to build up proper forecasting and assumption.
Process of zero-based budgeting system:
Zero based budgeting system is developed by maintaining the five important steps. In here first part is start. In this part the management of an organization creates a new budget from stretch. This time the management does not use last year actuals as baseline (Ibrahim, 2019). Next part is evaluated. In the part of evaluation, the management of an organization focuses on evaluating each and every cost area. The management also eliminates the necessary activities and expenses in this time for increasing the productivity of the organization. The management also evaluates the budgeting theme in this part. Next part is justify in the zero based budgeting system. In this tike the management tries to identify the cost effective and cost savings areas for justifying the costs. In this stage the management also focuses on relevant cost areas for creating the budget (Salem, 2020). Next part in this system is streamline. In part of streamline, the management determines what activities and which types of activities are properly performed. The management also determines how the activities are properly performed. The management uses standardize and automate process where it is required (Anantha Ramu, 2018). Last process is execute. In this part the management develops comprehensive planning and creates execution process. In this time, management develops clear communication plan. Management also creates plan for roles and responsibilities of the employees in the part of execution. 
Example:
Here total monthly income is 50000. In this time rent expense occurs 4000 euros. In this time salaries expense occurs 12000 euros. In this time groceries expense occurs 3000 euros. In this time utilities expense occurs 3000 euros. In this time marketing expense occurs 3000 euros. In this time food expense occurs 2000 euros. In this time entertainment expense occurs 3000 euros. In this time food expense occurs 4000 euros. In this time loan expense occurs 2000 euros. In this time travel expenses occurs 6000 euros. In this time clothing expense occurs 2000 euros. In this time operating expense occurs 4000 euros. In this time phone bill occurs 3000 euros.
Zero based Budgeting system
	Account name
	£
	£

	Total monthly income
	
	50000

	Total cash inflow
	
	50000

	Less: Total cash outflow
	
	

	rent expense
	4000
	

	salaries expense
	12000
	

	groceries expense
	3000
	

	utilities expense
	3000
	

	marketing expense
	3000
	

	food expense
	2000
	

	loan expense
	2000
	

	travel expenses
	6000
	

	clothing expense
	2000
	

	operating expense
	4000
	

	Phone bill
	3000
	

	Depreciation expense
	6000
	

	Total cash outflow
	
	(50000)

	Balance
	
	0



[image: ]In zero based budgeting systems various types of advantages are noticed. As a result of building up a zero-based budgeting system, it helps to improve additional ways to improve cost. It also helps to cut the unnecessary costs and develops the revenue of an organization. This budgeting system is used for forecasting and assuming the budget (Podrez, 2019). But traditional budgeting system does not help for it. Some cost-effective ways are identified by the manager because of applying the zero-based budgeting system. Level of service is properly identified because of this budgeting system (Podrez, 2019). This system also helps to locate the resources properly. To develop the design, plan as well as execution, zero budgeting system is used in an organization. But traditional budgeting system does not help for it. When an organization when the management focuses on short term thinking, that time management applies zero based budgeting system. To justify the operating expense, management applies zero based budgeting system. To check the expenses, management uses this system (Al-Attara, 2020). It builds up proper cost benefit analysis in an organization. But traditional budgeting system does not help for it.
To promote the business process management, management also uses zero based budgeting system. An organization’s strategic growth is properly noticed due to applying zero based budgeting system. But traditional budgeting system does not help for it. This system creates proper transparency in an organization (Ibrahim, 2019). This system creates proper awareness for developing the cash flow and it plays the important part for customizing budget where it is required. Spending reasons are properly identified by the management as a result of applying zero based budgeting system. To make the quick and important decision for the organization, management also applies zero based budgeting system. But traditional budgeting system does not help for it. Monthly improvement is properly noticed because of zero based budgeting system. To discontinue the obsolete process management uses zero based budgeting system (Hitz, 2018). This system helps to improve the financial condition of an organization. But traditional budgeting system does not help for it. To make the budget quickly, the management uses this budget system. To identify opportunities for the organization this budget system plays the most important part in an organization (Ibrahim, 2019). This budgeting system also encourages responsibility as well as initiatives. To bring innovative operation in an organization this system is used. But traditional budgeting system does not help for it. In order to control the budget, management also applies zero based budgeting system. It focuses on the needs and preferences of the customers. Communication and collaboration system is properly developed in an organization because of zero based budgeting system (Salem, 2020). These things are noticed zero based budgeting system over traditional based budgeting system. 
[image: ]To make the zero based budgeting system, the management of an organization first have to this the month income of an organization. When the monthly income is properly listed by the management of an organization then the management has to focus on listing the expenses. The management has to list experience on the basis of giving terms, extra terms, saving terms, month specific expenses term and other essential terms (Podrez, 2019). After listing expenses, the management has to focus on subtracting the income from the expense of an organization for making the balance zero. When it is done then have to track the expenses. This budget system is the most significant aspect of an organization's ability to recognize opportunities. This budgeting technique also promotes accountability and initiative (Tassew, 2021). This system is utilized to bring new operations into an organization. Because of the zero-based budgeting approach, an organization's communication and cooperation systems are correctly built. Management also utilizes a zero-based budgeting system to boost business process management. The use of a zero-based budgeting method allows an organization's strategic progress to be correctly recognized. Because of this budgeting technique, the level of service is appropriately determined (Salem, 2020). This approach also aids in the correct location of resources. By that an organization can easily develop the zero-based budgeting system for the organization and gets proper benefits from it. 
[bookmark: _Toc98242927]Conclusion
In a zero-based budgeting approach, all forms of costs are fully justified. A zero-based budgeting approach is utilized in an organization to decrease wasteful costs and establish income sources. This budgeting approach will require a larger number of people to prepare. In the zero-based budgeting method, all sorts of activities are property re-evaluated (Hitz, 2018). This budgeting technique is centered on a viable and innovative economic concept. This approach is used to determine budgets. In a zero-based budgeting approach, justifications are necessary. Zero-based budgeting is the most critical aspect of establishing clarity and responsiveness (Ibrahim, 2019). This system is utilized to bring new opportunities into an organization and increases the profit of an organization. 
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In here it is noticed that, the total cash recipient in the first month that means in January is 83100.  The total cash recipient in the second month that means in February is 52418 euros. The total cash recipient in the third month that means in March is 83100 euros. The total cash recipient in the fourth month that means in April is 35490 euros. The total cash recipient in the fifth month that means in May is 37606 euros. The total cash recipient in the sixth month that means in June is 45012 euros. The total cash recipient in the seventh month that means in July is 52947 euros. The total cash recipient in the eighth month that means in August is 53370 euros. The total cash recipient in the ninth month that means in September is 60882 euros. The total cash recipient in the tenth month that means in October is 45012 euros. The total cash recipient in the eleventh month that means in November is 47022 euros. The total cash recipient in the twelfth month that means in December is 46916 euros. In here total 12 month’s total cash recipient are 621402. 
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In this second table, it is seen that the total cash payment in the first month that means in January is 15765.  The total cash payment in the second month that means in February is 15765 euros. The total cash payment in the third month that means in March is 15765 euros. The total cash payment in the fourth month that means in April is 23015 euros. The total cash payment in the fifth month that means in May is 15765 euros. The total cash payment in the sixth month that means in June is 16015 euros. The total cash payment in the seventh month that means in July is 15765 euros. The total cash payment in the eighth month that means in August is 23015 euros. The total cash payment in the ninth month that means in September is 15765 euros. The total cash payment in the tenth month that means in October is 16015 euros. The total cash payment in the eleventh month that means in November is 15765 euros. The total cash payment in the twelfth month that means in December is 23015 euros. In here total 12 month’s total cash payment are 220930.
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After that, for getting the net cash flow total cash payment have to deduct from the total cash recipient. After deducting it is seen that the total net cash flow in the first month that means in January is 67335.  The total net cash flow in the second month that means in February is 36553 euros. The total net cash flow in the third month that means in March is 67335 euros. The total net cash flow in the fourth month that means in April is 12475 euros. The total net cash flow in the fifth month that means in May is 21841 euros. The total net cash flow in the sixth month that means in June is 28997 euros. The total net cash flow in the seventh month that means in July is 37182 euros. The total net cash flow in the eighth month that means in August is 30355 euros. The total net cash flow in the ninth month that means in September is 45117 euros. The total net cash flow in the tenth month that means in October is 28997 euros. The total net cash flow in the eleventh month that means in November is 31257 euros. The total net cash flow in the twelfth month that means in December is 23901 euros. In here total 12 months the total net cash flow are 400472.
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How the organisation might introduce such a technique in practical
terms
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Jan  February  March April May June July  August Sept  Oct  Nov  Dec  Total
£ £ £ £ £ £ £ £ £ £ £ £ £

Receipts

Payment on business accounts| 75000 46000 75000 30000 32000 39000 46500 46900 54000 39000 40900 40,800 565,100

Cash sales 3,750 3,750 3,750 3,750 3,750 3750 3750 3750 3750 3750 3750 3,750 45000

Interest Received 4,350 2,668 4,350 1,740 1,856 2262 2697 2720 3132 2262 2372 2366 11,302

Total Receipts 83100 62418 83400 35490 37,606 45012 52,047 53370 60882 45012 47022 46916 621,402
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Freehold 7,000 7,000 7,000 21,000
Fixtures and fitings 2,500
Property expenses 250 250 250 250 250 1250
Laundry

Energy costs 1,500 1,500 1,500 1,500 1,500 1500 1500 1500 1500 1500 1500 1,500 18,000
Licence 3,000
Payments to suppliers

Wages 3,000 3,000 3,000 3,000 3,000 3000 3000 3000 3000 3000 3000 3,000 36000
Salaries

Veichle velted cost 140 140 140 140 140 140 140 140 140 140 140 140 1680
Vehicles 4,000
Breverage soft Drinks 3,000 3,000 3,000 3,000 3,000 3000 3000 3000 3000 3000 3000 3,000 36000
Van

Petrol and diesel 500 500 500 500 500 500 500 500 500 500 500 500 6,000
Rates 400 400 400 400 400 400 400 400 400 400 400 400 4800
Finance cost 275 275 275 275 275 275 275 275 275 275 275 215 3300
Estimated income 6,800 6,800 6,800 6,800 6,800 6800 6800 680 680 680 680 6800 81,600
Overdraft Iterest

Average monthly cost 150 150 150 150 150 150 150 150 150 150 150 150 1,800
Total payments. 15765 15765 15765 23015 15765 16,015 _ 15765 23,015 15765 16,015 15765 23,015 220,930
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Balance b/ 67,335 36,653 67,335 12,475 21,841 28997 37,182 30,355 45117 28997 31257 23901 400472

Net cashflow in month 67,335 36,653 67,335 12,475 21,841 28997 37,182 30,355 45117 28997 31257 23901 400472

Balance c /T 67,335 36,653 67,335 12,475 21,841 28997 37,182 30355 45117 28,997 31,257 23,901 400472
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