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1) [bookmark: _Toc27412224]ZERO BASED BUDGETING(ZBB)

a. [bookmark: _Toc27412225]Introduction

Zero base budgeting also called priority based Budgeting emerged as an attempt to overcome the limitation of incremental Budgets.
At this approaches projected expenditure is starts from base zero rather last year’s budgets.

ZBB is suited to discretionary cost and supports activities. With Discretionary cost management has some discretionary as to amount it will budget for the particular activity in question. (Management and cost accounting by Colin Drury).
It is most suitable for government Organization and municipal where the predominant cost is of a discretionary nature.

2) [bookmark: _Toc27412226] Process of Zero-base Budgeting.
         Zero base budgeting usually has four stages:
a. [bookmark: _Toc27412227] Descriptive of each Organization activity in a decision package
A decision can be a single activity or a multiple activities which are functional independently and meaningfully identified. 
By independent, we mean an activity which is isolated and not overlapping other activities. So every decision unit will be separate from each other.
A company is divided into many decision units. Each cost center like selling department, mechanical department, and talent hunt department, department, etc. acts as a decision package.

b. [bookmark: _Toc27412228]MAKING DECISION PACKAGES
In this step decision packages split up into smaller decision packages. These decision packages must be in accordance with the goals of the organization. Each decision package acts as an individual proposal which is appealing for distribution of funds. 
Each decision package defines the functions, activities, and operations of the proposal, the need for the proposal, economic and non physical benefits associated with the implementation of the proposal, loss of opportunity if funds are not allocated to the proposal, etc. A formal decision package must contain the following information:
· The task for which the decision package is made
· Goals and objectives of broader decision unit of which it is part of
· Goals and objectives of the decision package
· Analyzing the need for the task
· Analysis of the technical and operational viability of the task

· And,Analyzing the alternative course of action 	


c. [bookmark: _Toc27412229]The Evolution and ranking of decision packages in order of priority 

All the decision packages within a decision unit and among various decision units are ranked in the order of their importance and priority so that the efficient allocation of scare resources can be done.
Ranking can be allocated on the basis of cost-benefit analysis. Management also ensures that the costing in each decision package is accurate and realistic.


d. [bookmark: _Toc27412230]Allocation of resources based on order of priority up to the spending cut-off level
The allocation of funds and other resources are based on the ranking of decision packages. So the most effective and efferent decision packages get funding. This ensures optimum utilization of scarce resources.
Decision packages are monitored and evaluated for their performance and output. Measuring the performance of the decision packages helps the management to understand whether the allocation of resources is done accurately or not.










3) [bookmark: _Toc27412231]Advantages of zero-based budgeting has over the traditional based
[bookmark: _Toc27412232]
Following are the advantages of ZBB over traditional based budget.
· [bookmark: _Toc27412233]Traditional budgeting tends to extrapolate the past by adding a percentage increase to the current year.ZBB avoids the deficiencies of incremental budgeting and represents a move towards the allocation of resources by need or benefits. Thus, unlike the traditional the level of previous funding is not taken for granted.
· [bookmark: _Toc27412234]ZBB creates a questioning attitude rather than one that assumes that current practice represents value for money.
· [bookmark: _Toc27412235]ZBB focuses attention on output in relation to value for money.
· [bookmark: _Toc27412236]It is useful to non-profit or service organization
· [bookmark: _Toc27412237]The zero based budgeting try to overcome the weaknesses of conventional budgeting.
· [bookmark: _Toc27412238]It requires more and details work than the conventional budgets.
· [bookmark: _Toc27412239]Manager is responsible for every expenses in ZBB
· [bookmark: _Toc27412240]in ZBB cost legacy is examined in every time they prepare the budget on the contrast in traditional budgeting method cost legacy is not examined until the significant event occur that force the company to do so.
· [bookmark: _Toc27412241]It encourages the efficiency of the worker.
· [bookmark: _Toc27412242]More focus on the mission of the company.



4) [bookmark: _Toc27412243]How the organization might Introduce such a techniques in practical terms

The communication is vital when implementing ZBB .The organization has broken its roll-out of zero-based budgeting down into three distinct steps.
The scope of ZBB is spending on over hedge and marketing other than salaries. The first step, which we are taken by the organsaiton, is to get much greater visibility to exactly what is being spent and by whom. During the step, the origination has defined business leaders responsible for each one of 18 cost segments, which cover most of the total spend.
"The second step is volume targeted, which means... savings with each of the individual budget holders locking them into clients. Organization may start with the largest markets and with the corporate locations.
 "The third step of the process is implementation and control. This involves regular reviews to ensure that the savings are delivered. 
Further, Origination expects ZBB and new functional models to deliver set targets of savings by the stipulated time period.
Reference:
6. Management and cost accounting by Colin Drury.
6. Planning and control by MATZ and USRY
6. Study text by ACCA-F5 
6. https://www.investopedia.com/terms/z/zbb.asp
6. https://efinancemanagement.com/budgeting/zero-based/zero-based-budgeting-steps
6. https://www.anaplan.com/blog/zbb-zero-based-budgeting-guide/
6. https://www.just-food.com/analysis/how-to-implement-a-zero-based-budgeting-strategy_id134611.aspx
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