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[bookmark: _Toc341883013]Executive Summary

Budgeting can be identified as the process of producing a budget, which is a quantitative declaration of incomes and expenses. Organisation set up and agree the budget, for a certain extent, with the objective of reaching the goal. There are two forms of budgeting systems such as traditional budgeting – objectives set in the preceding year, budgeting is completed, by making specific calculations, to get to the current budget and zero-based budgeting, no note is done to the preceding year objectives. Unlike, zero-based budgeting is built on the theory that every penny of the expenses, should be mentioned, explained, and justified.
Zero based budgeting has to go through many steps to deliver a baseline of ZBB realisation. at the beginning the organisation start from scratch(zero) then it avoids any kind of unnecessary activity inside the company, evaluate any charge area. Afterwards, the manager has to justify cost effective, appropriate and cost saving zones. The last two steps are streamline which means define what movements should be worked and how. Also, execute process and planning, share responsibilities and clear plans.
this report will present and assess the development of zero-based budgeting, the benefits of ZZB over the traditional budget, and how the company may implement a zero-based budgeting to be better situated and take benefit of technological advance.










Table of Contents
Executive Summary	1
1.	Introduction	3
2.	Zero Based Budgeting	4
2.1 Zero-based budgeting	4
2.2 Advantages of Zero-based budgeting over Traditional Based	4
2.3 How the Organisation Might introduce Zero-based Budgeting	4
3.	Conclusion	5
4.	Reference List	6
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Zero based budgeting invented in 1970s. several companies in the past were only checking if all expenses are in place without need of double confirmation. However, in ZBB everything related to budgeting should be assessed. The budgets start from the scratch with a fresh decision.
Zero-based budgeting (ZBB) is an approach to support business with strategic goals. Its method demands company to create budget annually from zero to confirm all components of the annual budget are efficient in terms of costs important and run increased reserves.
ZBB enable businesses to enhance resource organisation, staff engagement, and administrative cooperation. ZBB not always concentrating on saving even it concentrate on reducing cost. However, its approaches contribute on prediction, find solution, and ensure spending is associated to the development aims of the company. If results do not go through expectations, ZBB can encourage companies to recognize how to manage differently for the next month.
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2.1Zero-based budgeting
Zero-based budgeting is a technique applied by companies to employ a good examination to every cost. At the start of any financial year, the budget begins from a ‘zero base,’ which indicates that no costs or surpluses from the earlier year are kept over. A zero-based budget needs that all costs should be justified for the concerned year. Several steps and process are involved in zero-based budgeting that every business has to follow:
recognizing the decision unit: the manager uses this step as one action or a group of actions which can be individually and implicitly recognized. Individual means that a company perform an activity in separation and not corresponding other activities. Hence, every outcome component will be distinct from each other. A company have many decisions section. Each department such as marketing, manufacture, human resource department, investigation, and growth department, etc. act as a decision section.
This process shows a considerable role in explaining each element of expenses in the budget. Every department’s manager has to present an explanation of each section’s decision in order to give reasons for the costs and required budget. The justification provided by the manager should not be built on the previous year budgets or on the decision section’s expenses, because zero-based budgeting is formulating the budget from the start, hence the explanation for the necessary budget should also be updated.
Making Decision Packages: In this phase, the identified decision group in previous step should be fractured into minor decision group. This decision should be tacked into consideration in connection with the company goals. Each decision group acts as a detached proposal which is appealing for allocation of funds. Several roles in decision group defines, activities, and actions of the proposal. A formal decision group must comprise the following information:

· The job for which the decision group is done.
· Aims and purpose decision component.
· Aims and purpose of the decision group.
· Studying the technical, operational capability for the task, and also the alternative course of action.

Allocating Available Resources: This stage is an expansion of the previous step.it is funding   step when decisions take position. The distribution of funds and other assets are based on the level of decision group.

Controlling and monitoring: This is the last stage in organizing zero-based budgeting. Decision packages are monitored and evaluated for their returns and production. Measuring the returns of the decision packages facilitates the administration to understand if the decision group was made in the right way.
2.2 [bookmark: _Toc341883017]Advantages of Zero-based budgeting over Traditional Based
The important differences between traditional and zero-based budgeting:
	The important different
	Traditional budget 
	ZBB

	Meaning 
	refers to a method of preparing budget in connection with the previous year’s budget as a base.
	Zero-based budgeting has a fresh start each from ‘zero base’. Once the budget is decided the activities are examined 

	Concentrate on 
	previous expenses
	New economic assessment

	Orientation 
	Orientation depends on the accounting
	Orientation depends on decision made.

	Justification 
	No need of the exist project to set the budget 
	The presence of the proposed project should be taking into consideration to calculate the ZBB to determine the cost and profit.

	Explanation Authority
	Decision about the expenses given by the leader management.
	Decision about expenses given by manger.

	Priority 
	to previous degree of expenditure, to the need for inflation and new plans.
	Decision unit is split into complete decision packages and categorized their importance to ease the work for the management on decision package.

	Transparency & reaction 
	Lower 
	relatively Higher 

	Methodology 
	Follow routine methodologies 
	follow straight forward methodology 



 From this chart comparison we can resume that zero based budgeting has more benefit over the traditional budget, below some of the zero-based budgeting advantages:
· organizes movements within the company department.
· Zero- based Budgets interpret planned projects into action.
· Zero- based Budgets offer an important track record of managerial accomplishments.
· Zero- based Budgets enhance interaction and contact with staff.
· Zero- based Budgets enhance funds distribution because `all demands are simplified and justified.
· Avoid redundant costs as every department examines its potential expenses.
· Helps to identify the actual needs by focusing on the presents resource rather than the previous.
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2.3 How the Organisation Might introduce Zero-based Budgeting
The introduction of ZBB present many challenges to the organisation. It requires a prudent, well-prepared methodology. Taking into consideration all these guidelines for zero-based budgeting achievement:  
The vision of organisation should be clear: about what you want to accomplish: the company has to reform a traditional budgeting process. The management department should research and ask information from the experts to offer the right information about what enhancement the organisation has to make to the practice and to the company.
 Use effective technology: to operate the ZBB process: for example, Excel can offer a profitable rollout of a ZBB program. Furthermore, build limits for materiality, which means the right technology used by the company should make it simple for a manager to detect the accounts that need ZBB objectivity and those that don’t, also to improve the budget for each account.
Know the drivers: Justifying expenditure in a ZBB process requires securing that spending to drivers.
training and education for budget holder. A good understanding of the new methodology and an approach should be used in training proposed, with the use of the correct supporting technology the training process will be reduced.
Offer more differentiation on the management plan: Training about the ZBB may be a vital factor to alter management, also, clear interaction around expectations, and a readiness to listen. 
Dealing with outside consultant: it is recommended for organisation to ask advisor, learn from other’s experience and mistakes before any step. Any fault may affect every department of the company and it involves some basic changes.




[bookmark: _Toc341883019]3.Conclusion
Nowadays, traditional budgeting is a simple process and truly outdated, it doesn’t offer more advantages to the companies and organisation. Moreover, traditional budgeting consume time by involving several worksheets. Hence, possibilities to make mistakes is higher on using this type of budgeting. On the other side, zero-based budgeting guarantees cost-effectiveness and clearness, which contribute on generating more profit for organisation, save time and money.
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