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TASK 1
[bookmark: _Hlk107966302]Introduction
Zero-based budgeting is a budgeting strategy in which all budgeting decisions are analyzed and all funding and spending components are started from zero.  The knowledge of traditional budgeting and Zero-based budgeting are discussed in this article along with the competitive edge of ZBB over traditional approach. This article outlines the steps required to establish ZBB in a business. Finally, this report explains how financial discipline can support business sustainability.
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Executive summary
Budgeting is an essential part of every business. A company's costs and income figures must be consistent for it to survive in the long run. In today's world, several various budgeting approaches are used in this process (Boglan,  2011). The zero-base budgeting strategy is one of these strategies. Budgeting is the last resort in modern business, but with the introduction of zero-base budgeting, keeping track of business spending has become more efficient. Zero-based Budgeting ensures that business expenses are adequately managed and eliminates the shortcomings of other budgeting methods such as traditional budgeting (Penning, 2012). 
The purpose of this research is to demonstrate the understanding of zero-based budgeting and traditional budgeting. The advantages of zero-base budgeting vs incremental or traditional budgeting are compared and contrasted in this study. This research also explains how to implement zero-based budgeting in the workplace. Finally, the importance of budget control in ensuring a corporation's long-term viability is investigated in this study.
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[bookmark: _Toc106859685]The zero-based budgeting process and its implementation in a business
Zero-based budgeting is a budgeting strategy in which all budgeting decisions are analyzed and all funding and spending components are started from zero (Vadapalli, 2021). The decision package refers to the reviewed actions and programs. And it is from these decision packages that all future session plans are derived. When companies take the time to question assumptions that have defined budgets in the past, they can determine if expenditures are justified given the current environment and the organization's projected trajectory. Zero-based budgeting can be used in both the private and public sectors. According to studies, ZBB is best suited for established enterprises with stalled growth and a need for cost savings (MIKESELL, and MULLINS, 2011). FMCG, marketing agencies, financial services, the service sector, hospitality, internet merchants, and the healthcare business are all public and private industries that can benefit from ZBB. For example, Zero-based budgeting is used by multinational firms such as Philip Morris International Inc., General Motors, Walgreen Boots Alliance Inc., Unilever PLC, Kraft Heinz Co., Diageo PLC, Mondelez International Inc., and many others (Christopher, 2018).
Traditional budgeting, on the other hand, is one of the popular methods for a company's budget preparation for a certain period under consideration in which the new year's budget is created using the budget from the preceding year as a guide (Pyhrr, 2019). In this instance, the budget for the present year is produced by charging the budget for the prior year. In this case, the benefit is the simplicity of the method. If a corporation uses this method of budgeting, it won't have to prepare the list from the beginning. Instead, the company can look at last year's expenditure and then calculate the budget based on inflation, client demand, market conditions, and so on. But the traditional budgeting approach has many shortcomings that zero-based budgeting considers. Due to market and corporate policy shifts, budgeting decisions might change dramatically (Heath, 2014). Zero-base budgeting creates a budget from the ground up, with no help from previous budgets. The traditional, on the other hand, begins by following the previous budget.
The following are some of the reasons why zero-base budgeting is better than traditional budgeting:
· There is no tendency in traditional budgeting for checking the cost decisions to be made, and there is no review of checking. Only the budget is based on the acts of the preceding period. Zero-based budgeting, on the other hand, tracks and evaluates every running cost and determines whether or not to go over budget. As a result, ZBB assists in reducing unnecessary costs and increasing company savings (O'Brien, 2020).
· The traditional definition of budgeting does not promote expected behavior. A company should provide more resources to divisions where employees regularly innovate and put company objectives first if it wants to foster creative and devoted behavior (Westerfield, 2011). The intended behaviors, however, cannot be emphasized because this planning is based on expenditure from the previous year. Zero-based budgeting, on the other hand, fosters expected behaviors by starting budget planning from the beginning. A flourishing family business, for example, wants to hire a delivery driver for the new fiscal year. New costs include the purchase of a vehicle, insurance, and the hiring of a salaried staff with benefits (Surianti, 2016). They will begin estimating the budget for the following year by starting with a zero. Based on last year's budget and revenue, the company can then forecast how much money they'll make and where they'll spend it so they may hire a delivery driver (Ibrahim, 2013).
· Traditional budgeting has the flaw of not ensuring that spending and strategy are in sync. Every year's plan differs in the real world because every company aims for higher success with a comparable expenditure scenario, it would be not possible for a corporation to be a year-to-year profit and growth strategist. This is a weakness in traditional budgeting that zero-based planning helps to prevent.
· Because typical planning uses the previous year's data points as a starting point, budget estimates for the following year will be inaccurate. This is because assuring correctness is very difficult without proper reasoning and strategy. ZBB, on the other hand, delivers nearly precise projections as users examine the factors, look at future strategic plans, and then budget the spending for the next year from fresh (Ekanem, 2017).
[bookmark: _Toc106859686]The process of Implementing Zero-based budgeting in an organization
Shifting to the ZBB approach entails starting the budgeting process from the beginning. Some businesses do this to connect their business strategy with their financial planning (Broughton, 2020). The steps for implementing the ZBB process in a corporation are outlined below.

Figure 1: The process of implementing ZBB (Drokina, 2020).
1. [bookmark: _Hlk106779031]Identifying company goals and objectives: Before shifting or beginning the ZBB process, it is necessary to identify the primary goals and objectives. Managers can readily move their budgeting decisions to their individual business units if business goals and objectives are provided. For instance, when Tesco chose to go online, it began spending money on marketing. because the business unit is focused on the company's goals (Drokina, 2020).
2.  Locating business units: While conducting business, business units might make decisions that can affect the balance. In ZBB, the process begins with individual business units selecting whether or not they should take on a project. The business unit weighs the benefits and drawbacks of each project and program before deciding whether or not to implement it (Dickson, 2019). For example, when Tesco began advertising its internet commerce, it focused on the marketing unit's efforts.
3.  Emphasizing the decision packages: after examining the activities of each decision unit, it is split down into smaller phases to eliminate defects. Following that, account directors must rank the decision packages available in order of profitability and importance. Because there is no link to the previous budget in ZBB, each activity must be prioritized based on its outcomes and earnings. They will then be ranked (Chan, 2013).
4. Assigning the resources available: the funds must be disbursed after sufficient financing has been gathered and aligned with their designated decision packages. They'll be dispersed in a method that maximizes the profits from the results and consequences.
5.  Controlling and supervising: once the funds have been distributed based on their relevance and efficacy, the only thing left is to control and check their directions and output (Spohr, and Clark, 2019).
[bookmark: _Toc106859687]The importance of budgetary control for supporting Business Sustainability
The management and synchronization of financial, environmental, and social needs are known as business sustainability, often known as corporate sustainability, and it aims to assure success that is moral, responsible, and ethical (Callaghan, 2017). On the other side, budgetary control is extremely important for preserving business viability. The company's capital and resource allocation remain effective because of budgetary control.
First of all, to ensure long-term sustainability, a company's social and environmental obligations must be given top priority. A business that does not value social justice while having an expanding environmental footprint is almost certainly unsustainable (Hoang, 2019). In this case, a sustainable business advances social justice while safeguarding the environment. To achieve these objectives and efforts, the business must be aware of its resource limitations and capacity. Businesses must review their budgeting strategy and adjust it as necessary. Therefore, budgetary management promotes an organization's sustainability. Secondly, the financial health of a corporation is aided by budgetary control. For example, budgetary control includes regular reviews of financial performance so that management can see if more or less money is coming in or leaving the company than anticipated. A company can use the zero-based budgeting method to exercise budgetary management, which results in economic efficiency by thinking about where expenditures can be reduced or revenue can be increased before things get out of hand (Heath, 2014).
[bookmark: _Toc106859688]Recommendation and Conclusion
ZBB's lower-cost reduces resource misallocation, which can happen over time as budgets grow gradually (Woo, 2019). Because of this, companies should adopt zero-based budgeting and prioritize budgetary control. The advantages of incremental or traditional budgeting versus zero-base budgeting are compared and contrasted in this study. Additionally, this study covered zero-based budgeting's use in businesses. Finally, this study looks at the importance of budget control in ensuring a corporation's long-term sustainability. 
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Zero-based budgeting: Budget calculation
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ABC Consultancy Company

E2]
Expenses 2021 2022 2022 Justification
Amount Growth Factor | Projected
amount
COGS 300000 10% 330000 Have to be increased
Employee 120000 5% 126000 Employee’s expense
Payroll of a living increase
Lease 250000 -50% 125000 Lease costs can be
Agreement reduced based on
storehouse layout
T 7000 -100% 0 New investment is
not necessary
Office Supplies | 400 -50% 200 Surplus available
from the prior year
Figure 2: Budget calculation (Callaghan, 2017)
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Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Total

£ £ £ £ £ £ £ £ £ £ £ £ £

Receipts :

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

Payment at business 

account

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

Interest Received 180 2,554 4,424 6,926 8,053 9,323 10,829 12,616 14,751 17,167 18,971 20,879 126,673

Total Receipts 91,980 75,354 96,224 53,726 56,853 65,123 74,129 86,316 95,551 72,967 76,671 78,479 923,373

Payments :

Alcoholic beverages 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

Premier league 3,000 3,000

Sky 250 250 250 250 250 250 250 250 250 250 250 250 3,000

Virgin Active gym 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

Vehicle valeted 140 140 140 140 140 140 140 140 140 140 140 140 1,680

Vehicle insurance 4,000 4,000

Magazines 250 250 250 250 1,000

Freehold  

Fixtures and fittings              

Property expenses                        

Wardrobe         1,750 1,750 1,750 1,750          7,000

Energy costs                        

Payments to suppliers                        

Wages 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

Beverages       350   350 350   350   350 1,050

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

Building insurance                 2,500       2,500

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 3,000

Newspapers 150 150 150 150 150 150 150 150 150 150 150 150 1,800

Overdraft Interest            

Utility bills 700 700 700 700 700 700 700 700 700 700 700 700 8,400

Total payments 12,815 13,065 12,815 16,165 14,515 14,915 14,565 15,165 15,015 13,165 13,065 17,165 171,730

Balance b / f 6,000 85,165 147,454 230,863 268,424 310,762 360,970 420,534 491,685 572,221 632,373 695,979 4,222,430

Net cashflow in 

month

79,165 62,289 83,409 37,561 42,338 50,208 59,564 71,151 80,536 60,152 63,606 61,664 751,643

Balance c / f 85,165147,454 230,863 268,424 310,762 360,970 420,534 491,685 572,221 632,373 695,979 757,643 4,974,073


