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[bookmark: _Toc47711826](a) Defining and evaluating the process of zero-base budgeting 
Zero base budgeting is an approach of developing a new budget from scratch in every financial period. As the name of this budgeting technique suggests, a zero base budget starts with a zero which makes it different from traditional budgets that use to make budgets based on previous budgets (Zero-Based Budgeting, 2015). In this budget, it is important to justify all the expenses despite of the fact they occur in every financial period. The primary goal of such budget is to make sure that all unnecessary costs are cut wherever possible and expenses must not be incurred only because they are incurred in every budgeting cycle. 
Zero based budgeting is not only an approach but also a process which helps in developing a budget from scratch. The steps which are involved in such a budget / process are analysed below:
Identifying decision units – The first step in this process of zero base budgeting is to identify all the viable areas for which decisions are required to be made. A budget is a document which is developed by predicting expenses and revenue streams at the beginning of a new financial period. In order to develop an effective budget, the first step is to identify areas that require to make decisions. For example: An accountant has identified purchase of new vehicle decision unit, petty and miscellaneous decision unit, acquisition of new tools decision unit and more  
Creating decision packages – After all the decision units and areas are identified, it is important to divide all the decisions units into few decision packages according to the nature and aim of each decision package. Every decision package is developed to make sure that every decision unit is considered and if held viable, these units will be allotted few funds and resources. For example, the purchase of new vehicle and tools decision unit are united in a decision package of purchasing new assets for organisation.  
Prioritising decision packages – After developing different decision packages, it is now important at this stage, to prioritise every decision package. The most effective technique of prioritising decision packages is to provide ranking to each package and then according to the available resources, select few top ranked decision packages. For example: Accountant has ranked purchase of raw material as 1, petty and miscellaneous expenses package as rank 2 and purchase of new assets as rank 2. 
Allocating available funds – In this stage of all the prioritised decision packages are allotted a suitable monetary fund and in last if some funds are left over then they are allotted to next prioritised decision package. For example, there are limited monetary resources, due to which organisation has allotted them to rank 1 and 2 decision packages only (Zero-based budgeting process, 2017).  
Monitoring and control – At this last stage, performance of each decision package is monitored and controlled in order to identify any deviations. The output from each decision package is measured to ascertain the overall performance of the organisation.  
All the above stages are the steps of developing a zero based budget that can help an organisation in developing a budget from scratch. 
[bookmark: _Toc47711827](b) Assessing the advantages zero-base budgeting has over traditional based
A zero based budget is a budgetary document which is prepared using modern approaches due to which it is different from traditional budgets and systems. There are various advantages of Zero based budget over traditional budgets which are analysed below:
· A traditional budget works on cost accounting principle which makes it an accountancy oriented budget, but on the other hand ZBB is based on decision making due to which an organisation can take effective decision regarding allocating funds to appropriate units. 
· According to the traditional budgeting, every departmental unit is provided with a suitable budget that is allotted to these units every year. Such budget encourages departments to spent even if the spending is not necessary. When a fund is allotted to each department they spend it as if they don’t, they will lose their funds. This deviation in this approach is bridged under zero based budgeting as a ZBB do not allocate same funds every year as these budgets are developed from scratch every year and are not related with last year (Traditional Budgeting Vs. Zero Base Budgeting, 2020). 
· Another advantage of ZBB over traditional budgeting is accuracy. In the method of ZBB, budgets are developed from a zero level every year due to which if there are any arbitrary changes are included from last year, they are eliminated in current year’s budget which reduces overall expenditure of the organisation.
[bookmark: _Toc47711828](c) How the organisation might introduce such a technique in practical terms
There are various benefits of zero based budgeting but developing such a budget is a complex task due to which organisations avoid to adopt approach of zero based budgeting. There are various ways by which an organisation can introduce ZBB in practical terms:
An organisation can hire a professional so that the complex task of developing a ZBB can be done. 
Another way of introducing ZBB is to identify each and every decision unit in the organisation which requires funds. Under this way, all decisions units will be identified and organisation will know that to a what extend they require monetary resources. 
An organisation can introduce ZBB by making clear objectives for their operations and future revenues so that the budget will consider those aims and according will prioritize each decision unit or a decision package. 
Developing a budget is a task for accountants but developing a zero based budget requires strategic decisions due to which managers of an organisation can first set out their business strategies which will provide a base to develop zero based budget (Ways to use Zero-based budgeting, 2020).    
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