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[bookmark: _Toc341883013]Executive Summary

Zero-base and traditional based budgeting has a significant and prime difference on its policy making of any project proposal and different ways of implementation. The main policy of zero- based budgeting is starting from zero, on the other hand traditional based budgeting starts from its previous budget. Now-a-days, many multinational companies are using the tools of zero-based budgeting in order to reduce operating costs, efficient employee engagement, transparent and accountable management system, reallocating funds and adjust ongoing projects etc.     
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1. [bookmark: _Toc341883014]Introduction

(Pyhrr, 1977), zero-based budgeting no need to analysis previous year expenditure but traditional based budget always doing analysis previous year’s data in order to carried forward. Zero-based budget freshly starts beginning of each and every month or starts quarterly based on zero and finished by zero. 
(Morein, 1978), zero-based budgeting is an elaborate way of advantages such as cost effective, transparent and supervised management process, realistic, authorised and super controlled observation, more employee engagement, prioritized tasks over time consuming, effective and short-term planning with accountability, recalculating and reallocation of project funding etc. 
(Barrett, 2007), Traditional based budgeting is a routine frame-work of a huge task to be completed throughout the whole year based on previous year calculation. It’s an assignment of huge tasks to follow a generalised way of implementation.   
    


2. [bookmark: _Toc341883015]Zero Based Budgeting

[bookmark: _Toc341883016]2.1 Zero-based budgeting
[bookmark: _Toc341883017]
Since 1970 an account manager named Peter Pyhrr has introduced zero-based budgeting which has been utilized many multinational companies around the world and user a new era of budgeting globalization. 
According to (Vogt, 1978), zero-based budgeting is a method of budgeting in which all income and expenditure must be verified for each new period. The process of zero-based budgeting starts from a “zero-base” and undermine its all functions according to the needs, tasks to be prioritized in a calculative and controlled way. ZBB is the approach of “why” which tends to the beginning of the expense. 
(Wetherbe and Dickson, 1979), zero-base budgeting is a planning of controlled method or technique which could consider lack of project proposal, need for planning and allocation of resources. ZBB also implies budget cuts or incrementing budgeting and encounter problems with a dynamic solution. In the case of industrial enterprises, there are two types of expenses direct and support. Direct expenses like manufacturing costs and support cost like management training can easily handle and achievable with zero-based budgeting process.       













2.2 Advantages of Zero-based budgeting over Traditional Based

According to (Andrews and Hill, 2003), traditional based budgeting considers the fact of “how much” expenditure will be placed in one year period? However, zero-base budget completely ignores previous analysis and aims towards achieving the ultimate objectives of the company. So, the decision making is easier in ZBB rather than TBB. In terms of cost management, zero-based budgeting is more transparent than traditional based budgeting because each and every expense will be justified by getting more accurate calculation. The whole managements are engaging and contributing to finalize its operation which turns the company more viable. 
ZBB is also a dynamic and comprehensive way of making profit for an organization by allocating and utilizing its assets and resources through enhancing the wealth of the shareholders (MULLEN, 2006).  
(Traditional Budgeting vs. Zero-Based Budgeting | Peek Advisory Group, 2022), in terms of improvement and profitability zero-base budgeting prepare its every new budget to make sure the priority projects are continuing in line. At the same time discontinuing of obsolete operation which is not essential. ZBB process always welcome any kind of technological changes to cope and compete with the competitors. Sometimes ZBB needs extra employee to give extra effort in order to finished their proposed proposal.       
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2.3 How the Organisation Might introduce Zero-based Budgeting

According to (Otten, 1978), any company can introduce and utilize zero-based budgeting through its dedicated management and participating in the process of decision making. It is also combined and togetherness effort to implement realistic progress. For example, a company has £100,000 revenue collection in 1 month period. So, the company will have to allocate its all expenses such as current liabilities, expense for the new and viable project to enhance profitability etc. and end of the month left with £0 balance.     
(Ma, 2006), in an organization the higher management can takes quick decision in the process of zero-based budgeting in a systematic step by step approach.   
 
 


3. [bookmark: _Toc341883019]Conclusion

In some cases, expenses are difficult to predict in zero-based budgeting, but the management needs to prioritized expenses step by step through analysis with the help of supervisors. The organization may not get their success in short-term period. However, the company may undergo some of the expenses for obtaining its long-term goals. Before preparing the zero-based budgeting, the top management should make a list of all the expenses in line which has long-term benefits for the organization. In the rigidity perspectives, the company should not always strict to its decision to tackle unwanted situation.
(Ibrahim, 2019), inaccuracy of estimating revenue and expenses could be the main obstacle of implementing zero-based budgeting to face any unwanted situation such as high interest rates, fluctuation of currency exchange rates, economic recession, any pandemic situation etc. could lead significantly increase the actual cost rather than the budgetary proposed allocation.   
















4.Budget Calculations

Budget calculations relates on the performance indicators and evaluation of project management. Zero-based budget means total earns – total expenditure= 0. 
(Ellis and Pekar, 1978), it is a precise tool for analysing the financial data of income statement and balance sheets more consistently and be as accurate as possible. 
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