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Executive Summary
The primary objective of writing this report is to have brief understanding about traditional budgeting and zero-based budgeting. The report provided a deep insight into the concept of zero-based budgeting which is usually a type of budget that requires all the activities of the entity to be viewed periodically in order to solve the problem of incrementalism that are generally dependent on the previous period budget as the initial point for developing any estimated budget for the organization. Different process involved in zero based budgeting were also discussed in the report. Business sustainability also play an important role for the success of the business, thus in this paper discussion is made about how budget control support sustainability. 
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[bookmark: _Toc107171708]Introduction
A budget can be defined as the most significant financial plan that involve systematic examination and evaluation of financial forecasts regarding markets, products, and resource application. For preparing budget   managers are required to make plan ahead of time. This requires financial and operational resource information to make informed decisions. Critically it establishes a standard against whom future performance is measured. Every year, managers are required to plan annual budget. with the passage of time, Managers become accustomed to repeating a same form of budget allocation and making very few changes for accounting inflation. 
Thus, keeping in view the above challenges accounting manager Peter Pyhrr developed the concept of zero-based budgeting in the year 1970. Use of Zero-based budgeting became very popular among the state, federal as well as local government, In addition significant jurisdiction also adopted this method of budgeting. According to Zero-based budgeting all the activities of the entity are required to be viewed periodically in order to solve the problem of incrementalism that are generally dependent on the previous period budget as the initial point for developing any estimated budget for the organization. The approach of ZBB, involve reviewing the justifiability and merits of all program and activities on a yearly basis and then making addition or removal of activities accordingly (Ibrahim 2019). In this report we have made discussion about traditional budgeting as well as zero based budgeting. The process involved in zero based budgeting and how it can be implemented in a business organization were also discussed in the report. Lastly this report provides an understanding about how budgeting control support sustainability.
[bookmark: _Toc107171709]Discussion
[bookmark: _Toc107171710]Traditional Budgeting and Zero-Based Budgeting
Traditional budgeting is also referred to as Line-item budgets this system of budgeting is often used by most public sector entity around the world (incremental budgeting system). According to Drury, the incremental budgeting method involve extrapolating previous actions and expenditures in contrast to the forward-looking zero-based budgeting approach. As a result, Abdullahi argues that the approach fails to account for changing conditions and stimulates spending at least to the budget in order to ensure an acceptable distribution in the following period. This implies that following line-item budgets does not guarantee that funds are deployed wisely, effectively, or efficiently for financing diverse activities of public-sector entity. According to Abdullahi, incremental budgeting is defined as a system in which a budget is made on the basis of previous period's budget or current results as a base, with inflation amounts for the new budget period. This approach is now only regarded as a tradition. He further said that incremental budgeting typically begins with the prior period's budget. When one starting point is established and a department requires more funding than that of the previous budget, then they must require to justify the extra costs. Moreover, unless the entity does not spend their budget, then the next period budget will get lowered. Such type of budgeting often results into wasteful expenditure by employees because staff may not want to jeopardize the budget (Beredugo, Azubike & Okon 2019).
 Zero-based budgeting involves creating a budget with no reference to previous budgets, relying on a basic reconsideration of aims, methods, and resources. The concentration on the whole budget proposal is a distinctive and crucial feature of zero-base budgeting. In this type of budgeting present level of spending is not seen as an impenetrable foundation, exposing it to close examination. In contrast to traditional system of budgeting, existing activities are assessed along with proposed new activities, implying that each expenditure department must justify each item in its funding request. Incremental budgeting generally precludes decision makers with the option of offsetting a desired rise in one activity vs a reduction in the other, so it assumes that prior activities and its costs are unaffected. It is based on activity estimates rather than historical actions. Zero based budgeting involve examination of each activity using    several programs developed over the financial year, this is known as the decision package.
 Initially, it has been used to define a budgeting method that initiates every budget cycle from zero, dismissing any presumption that the activities funded in the previous budget would continue again. it demands for rationale of each activity funded in the newly developed budget. It was designed to encourage rigorous study and to prioritize all programs and activities, with a focus on cost-effectiveness and the economy. Budgeters in ZBB review and justify each program and spending at the commencement of each budget cycle in order to get additional fund (Ibrahim et al 2018).
[bookmark: _Toc107171711]Process involved in zero-based budget and its implementation
While preparing budget using zero-based budgeting system, it is expected to involve participation of all levels of management.
The goal of zero-based budgeting is to rationalize resource allocation done in an individual budget scheme irrespective of previous period budgets. It would not be based on historical data instead commences each budget afresh.  Unless the manager in charge establishes a case for resource allocation, the budget is initially assigned as zero. Managers are required to justify the reasons for allocating funds. Before the financial resources are provided to a budget item, it is interrogated as if it were new. Each plan is evaluated in terms of overall costs and benefits. Historical performance of the entity is not considered a building block. Zero-based budgets are designed to prevent typical budget creeping that focuses on inflationary adjustments. Work tasks, both new and old, are considered equal. Each managerial task is identified correctly and then evaluated by assessing various levels of function or operation for the same activity. These choices are given ranked, and then relative priorities are formed in order to maximize efficiency and effectiveness. It requires the manager to justify the whole budget and described the reason why the entity should spend in the manner planned.  This method differs from typical budgeting strategies in that it stresses alternative analysis. 
The steps used for implementing zero based budgeting includes the following: 
· Managers are required to first create different types of decision packages for each of the task such as projecting the costs and advantages of executing the project against contracting it, or centralizing vs decentralizing operation.
· A ranked should be assigned to the decision packages. The trade-offs between the various packages should be examined. These enables managers to rank their priorities and then integrate decision packages for both old and new projects into single form, and also to allow top management to assess and compare the financial allocation of resources needs of each division or  units.
· Additionally, managers assign various degrees to every alternate way of the suggested activity. Generally, 75% of the current operating level is considered as the minimum level of spending and then in a separate way, decision packages which analyse the benefits and costs of increased levels of spending for that specific activity are prepared. 
· By setting different levels, managers can able to analyse and evaluate expenditures that seem to be lower than the actual operational level. This allows decision-makers with an option of   discontinuing the activity or providing resources for the specific level by incorporating changes in levels of spending and departmental trade-offs (Hkiaat.org, 2022).
[bookmark: _Toc107171712]Can budget control support sustainability?
Business sustainability are usually defined as the practice of conducting business without creating any negative impact on the environment.
In order to run a sustainable business, it is essential to have budgetary control over the business.  Budgetary control is generally defined as a set of procedures that assures an organization's actual earnings and expenditures closely match its financial plan. The approach often consists of developing a personal budget-based goals for managers, as well as a setting a reward for the manager when they meet the desired goals.  Beside this budget versus actual reports are regularly provided to every individual in control of a line item in the entity's financial statements; after which they are required to take necessary action to avoid any adverse variances.  In addition, the business's outcomes are constantly evaluated by a budget committee, who gives feedback to managers if actual outcomes seem to fall short of expectations (Bragg and Bragg, 2022). Budgeting has become a key element of modern management, attempting to improve the organization's efficiency. Managers can able to fully supervise the operations of all organizational divisions of the entity, facilitate their effective collaboration, and steer them toward accomplishing the goals of the entity by using budgeting tools. Simultaneously, budgeting allows for the prediction and assessment of potential risks, as well as the quick implementation of essential remedies. 
Thus, with the introduction of budgeting such type of management system is developed which assist entity to gain competitiveness, sustainable development and to achieve maximum benefit (Rebrowa et al 2020).
[bookmark: _Toc107171713]Conclusion
Thus, this report traces out the evaluation zero based budgeting which involves creating a budget with no reference to previous budgets, relying on a basic reconsideration of aims, methods, and resources. On the other hand, incremental budgeting is defined as a system in which a budget is made on the basis of previous period's budget or current results as a base, with inflation amounts for the new budget period. The report also discusses about the process involved in zero based budgeting as well as determined whether budget control support sustainability. The result revealed that budget assist in developing such a management system that help organization to make sustainable development, increase competitiveness as well as to maximize profit of the entity.
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	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
	125,815
	

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	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 :
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	

	News Papers
	 
	 
	150
	150
	150
	150
	150
	150
	150
	150
	150
	150
	150
	150
	1,800
	

	Magazines
	 
	 
	250
	250
	250
	250
	250
	250
	250
	250
	250
	250
	250
	250
	3,000
	

	TV Licences
	 
	 
	
	
	
	3,000
	
	
	
	
	
	
	
	
	3,000
	

	Freehold
	 
	 
	 
	
	 
	
	
	
	
	
	
	
	
	
	
	

	Beverages
	 
	 
	
	
	
	350
	
	350
	
	350
	
	350
	
	350
	1,750
	

	Mini Bar
	 
	 
	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
	

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

	Entertainment/Sky
	 
	 
	250
	250
	250
	250
	250
	250
	250
	250
	250
	250
	250
	250
	3,000
	

	Property expenses
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	

	Utility Bill
	 
	 
	700
	700
	700
	700
	700
	700
	700
	700
	700
	700
	700
	700
	8,400
	

	Laundry
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	  
	 
	 
	 
	
	

	Energy costs
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	

	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
	

	Vehicles Valeted
	 
	 
	140
	140
	140
	140
	140
	140
	140
	140
	140
	140
	140
	140
	1,680
	

	Payments to suppliers
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	

	Vehicles Insurance
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	4,000
	4,000
	

	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
	

	Van
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	

	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
	

	Building Insurance
	 
	 
	
	
	
	
	
	
	
	
	2,500
	
	
	
	2,500
	

	Marketing
	 
	 
	
	  
	 
	 
	
	 
	 
	 
	 
	 
	 
	
	
	

	Overdraft Interest
	 
	 
	
	 
	
	
	 
	 
	 
	
	 
	
	
	
	
	

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total payments
	 
	 
	13,065
	13,065
	13,065
	16,415
	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
	 
	 
	84,915
	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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