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BUDGET
A budget is a financial plan of an organization for a set period in the future. A budget is planned considering expected income and expenditure. A budgeting is generally carried out by businesses, but people budget on personal levels as well. “A budget is a common-sense standard used as a guide in the control of expenses” (Pendlebury, 1942).
There are two types of budgeting:
1.Traditional Budgeting:  
It is a method of preparing the budget in which last year’s budget is taken as the base and current year’s budget is prepared by making changes to the previous year’s budget by adjusting the expenses based on inflation rate, consumer demand, market situation, etc (efinancemanagement, 2022). 
Traditional Budgeting allocates fund to the activities by referring previous years funding for the same activities without considering any type of minor changes in the circumstances that might lead to requiring a different amount this time.  This is why, it sometimes leads to unnecessary expenses.
Traditional Budgeting has a hierarchical mentality where central management prepares a former budget according to company’s strategy for all departments and then sub-department elaborate budgets according to their needs.
Traditional budgeting is generally more suitable for established and stable businesses. 
Stages of traditional budgeting:
1. Examine previous year’s budget’s revenue. Compare the actual revenue to the budgeted revenue.
2. Determine business expenses- both fixed and variables. Fixed expenses are those which are same every month, e.g., rent. Variable expenses are those which change every month, e.g., supplies. Examine previous year’s expenses and take into account any changes in the expenses.
3. Project your business’s profits by subtracting estimated expenses from estimated revenues (Gray, 2018).
Advantages of traditional base budget
It is easier to obtain financing from the investors as you can show them your detailed financial plans to back up your reasoning by showing them your previous year’s budget (Gray,2018).
It is simple, easy and time saving as it can be prepared by looking at the previous year’s budget and adding or subtracting inflation rate, market situation, etc (Thakur.n,d.).

Disadvantages of Traditional Based Budgeting
Traditional Budgeting do not adjust to changes in a competitive environment despite taking considerable time and resources (Asogwa and Etim, 2017).
Traditional Budgeting is considered to be too expensive as it takes valuable time of management, this budgeting is considered to be more suitable for stable conditions and hence have difficulty in managing with today’s uncertain and unstable environment (Sandalgaard, 2012).
The budgeting can be manipulated as some businesses allow the managers of departments to make the budget and it gives them more control over the budget than necessary (CFA JOURNAL, n.d.).
Traditional Budgeting provides a framework of control as the budget creates a reference point for the activities of the business.
Traditional Budgeting was the only budgeting for the longest time in the corporate history. In 1969, a different type of budgeting was developed.

2. Zero Based Budget

Zero based budgeting was developed by Peter A. Pyhrr in 1969 while he was an account manager at Texas Instruments in the US (British Business Bank, n.d.). Organizations started trying to use this type of Budgeting and found it interesting and beneficial. It started becoming popular and now it is widely used in the organizations.
Zero Based Budgeting is a method of financial planning in which an organization assumes a base budget of zero for a specified time period and justify each program and the fund requested for it rather than justifying only the funds that are more than previous year’s budget (Schneider and Bryan, 2018). 
 Zero based budget does not have any reference, it is made by looking at the actual requirement of the activities or programs an organization plans to do and an estimated cost for the activity or the program in the present case scenario rather than thinking about how much was allocated the previous year.
Zero based budgeting starts from scratch by taking a fresh look at advantages and justifiability of all the programs and activities of the past and proposed future on a yearly basis and then making adjustments of the activities accordingly (Mukdad, 2019).
Zero based budgeting is now popular in the corporate world. A study from Accenture Strategy on Zero-based thinking published on 2018 found that from 2013 to 2017, this budgeting method grew exponentially among the world’s 85 largest companies at a rate of 57% each year (Investopedia team, 2021).
Advantages of Zero-based Budgeting
It helps organization to define and fund critical business initiatives more precisely and effectively, examine the spending closely, remodel cost structure and ultimately increase competitiveness (Stephen, 2017).
This budgeting finds inefficiencies in the financial system by eliminating anything that is not useful and in turn achieving better costing, better pricing and hence more profitability (Gaille, 2020). It brings clarity in the business finance.

Disadvantages of Zero-based budgeting
It is time consuming, costly, requires more manpower and is more complex than traditional budgeting (Agarwal, 2021). Past year’s financial statements are very relevant to forecast about current year income and expenses, but there is no space or provision for referring the financial data from past year in Zero-based budget.
It is also a time-consuming method of budgeting system, since manager is supposed to be making a new concept of budgeting for the organisation, ignoring the realistic data from past experiences.
Regular training should be given to all level of management thus, it is a costly method.
Where to prioritize what to justify it is very confusing method.


The process of zero-based budget
1 Establishing goals and objectives
The top management commences the process by making all lower-level management aware of the goals and objectives of the organization. Involvement of the top level of management in the early stage ensures that the upper-level managers are fully aware of the allocation of the funds (Mukdad,2019).

2.Identify Decision Units
Decision units are identified and the manager for each decision unit has to justify each activity.  Every penny has to be justified, and only the absolute necessary activity is counted, and the fund is allocated by looking at the price limit at that particular time.

3.Development of decision packages
A decision package is the document prepared to justify and describe the function of each decision unit.

4. Ranking the decision packages
Ranking is the process by which a manager reviews all decision packages and attaches a relative priority to each unit.

5 Preparing detailed budgets
A detailed budget is prepared by allocating funding to the decision packages according to their ranking.

6 Performance evaluation
The evaluation process assesses and reviews the services delivered and the benefits provided by the program, reassesses the objectives of the program and audits its performance
(Mukdad, 2019).

Can Budgeting control support sustainability
Budgeting control is a process for managers to set financial and performance goals with budgets, compare the actual results and adjust performance as it is needed, thus helping the organization to control costs (My Accounting Course, nd).
An effective budgeting method brings control in cost, when one has enough fundings for the organisation, then thinks of protecting environment and improving economic well-being thus can create a healthier and equitable societies. When any organisation adopts the concept of Go- Get and utilise locally available resources and manpower, this action should be considered as a greatest step towards sustainability.  Sustainability could minimise the financial gap between poor and rich, by giving equal opportunities to them. The local employee can become unpaid form of advertisement, The word of mouth reaches more faster than any form of advertisement, thus the promotional job is done. If you take care of your employees, they will take care of your business, Loyal employees are assets not Liabilities (Branson,2019).
It is a system of coordinating costs which includes the preparation of budgets, coordinating the work of departments and establishing responsibilities, comparing the actual performance with the budget, and acting upon results to achieve maximum profitability (Prasad, 2021). 
Budgeting Control Process
1 Creating Budgets
    Budgets are created for various activities like purchasing, selling, manpower, etc.
2 Actual Performance Monitoring
Actual Performance is recorded by efficient and cost accounting system
3 Budgeted and Actual Performance Comparison
 The difference between the Budgeted and Actual Performance is compared.
4 Corrective Action
A necessary corrective action is taken based on the comparison of Budgeted and Actual        performance (Fred, 2021).

Business sustainability is that the business should continuously generate economy with least harm to the environment and least negative impact on the society and hence least compromise on the health and wealth of future generations (Bansal, 2020).
Economic sustainability in business means high and consistent levels of financial growth is maintained throughout the long run by keeping the capital intact (FutureLearn, n.d.).
Control of budget support sustainability as the process involves in saving the money and making sure that every penny spent is explained. This will lead to less unnecessary expenses and more profits/saving and hence the business becomes more sustainable.
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Jan February March April May June July August Sept Oct Nov Dec Total

£ £ £ £ £ £ £ £ £ £ £ £ £

Receipts :

Payment on business accounts 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

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

Interest Received 180 2,547 4,415 6,910 8,029 9,299 10,729 12,505 14,636 17,032 18,815 20,718 922,515

Total Receipts 91,980 75,347 96,215 53,710 56,829 65,099 74,029 86,205 95,436 72,832 76,515 78,318 922,515

Payments :

Utility bill 700 700 700 700 700 700 700 700 700 700 700 700 8,400

Fixtures and fittings   1,750 1,750 1,750 1,750      7,000

Magazines 250 250 250 250 250 250 250 250 250 250 250 250 300

Beverages       350  350  350   350  350 1,750

News papers 150 150 150 150 150 150 150 150 150 150 150 150 1,800

Building insurance                 2,500      2,500

Fitness cost 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

Salaries 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

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

Vechile valeting 140 140 140 140 140 140 140 140 140 140 140 140 1,680

Petrol and diesel 500 500 500 500 500 500 500 500 500 500 500 500 6,000

Rates 300 300 300 300 300 300 300 300 300 300 300 3,300

Entertenment cost T/V 250 250 250 250 250 250 250 250 250 250 250 250 3,000

Mini Bar coat 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

T/V Licence   3,000       3,000

Total payments 13,065 13,065 13,065 16,413 14,515 17,435 14,815 15,165 15,565 13,415 13,065 17,415 174,730

Balance b / f 6,000 84,915 147,197 230,347 267,642 309,956 357,620 416,834 487,874 567,745 627,162 690,612 751,515

Net cashflow in month 78,915 62,282 83,150 37,295 42,314 47,664 59,214 71,040 79,871 59,417 63,450 60,903 747,785

Balance c / f 84,515 147,197 230,347 267,642 309,956 357,620 416,834 487,874 567,745 627,162 690,612 751,515 1,499,300
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