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A report to The Regional Accounts director to provide details of the zero-base budgeting technique with a view to implementing this type of budgeting approach in the future.

Traditional Based Budget: 
In business, there are a lot of unknown factors. However, the business owners won't be aware of all the company's unexpected operating expenses or the exact amount of money they will generate. However, they should be ready for the unpredictable. Anyone can create goals for their company and forecast their revenues using traditional budgeting. The method of traditional budgeting is forecasting your company's income and spending for the following year based on your prior year’s budget (Thakur, 2022). The traditional budgeting process is an accounting strategy that aids in forecasting and analyzing the revenue and expense patterns of your company. A business that uses this method of budgeting doesn't have to reconsider every item on the list. Instead, they can review expenditures from the prior year and then add or subtract for the inflation rate, economic factors, customer needs, etc (Andrews, 2003).
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Researchers in any company context, especially in the modern period, strongly advocate traditional budgeting since it aids organizations in defining goals, maintaining focus, and pursuing targets. It defines guidelines that must be followed in subsequent company transactions and is crucial to corporate success (Asogwa, 2017). 



Advantages:
· The framework is easy to understand and maintain the financial activities. Because the new year’s budget plan will be based on the previous year’s datapoints (Meintjies, 2012).
· Traditional budgeting encourages decentralization of management. The entrepreneur can decide the budget just looking at previous years. So, the process becomes decentralized (Cfajournal, 2022).
· Utilization of resources and manpower are a major advantage of this method. As assets can focus on other things in the business.
Disadvantage:
· The biggest disadvantage of this method is, it’s not flexible at all. Businesses do not reassess the budgeting process when changes take place over the term, which forces management to stick with the same budget (Réka, 2014).
· Traditional budgets might carry over unnoticed mistakes to later years since they are based on the budgets from the prior years.
Zero Based Budget: 
The zero-based budgeting method starts from scratch each month and demands explanation for every line item, in contrast to standard budgeting systems that start by creating a budget or projection for the current year based on the budget for the prior year. No line item from the previous month's budget is immediately moved to the next one when using the zero-based budgeting method (Pyhrr, 2012). 
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Fig: Zero Based budget process (Slideteam, 2021)
Even while creating a budget from scratch can seem tiresome, doing so can ultimately aid you in making the best choices for your business. Compared to traditional budgeting, zero-based budgeting (ZBB) is less popular. The last several years, nevertheless, have seen some attention being paid to it (Standard, 2022). 
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Fig: Example of zero based budget system (Ramsey, 2022).

Advantages:
· When using zero-based budgeting, you must carefully review each activity to make sure that the funds are allocated according to current requirements rather than historical trends.
· This method puts emphasis on resource allocation effectiveness.
· Zero-based budgeting encourages innovation and reduces waste and scope creep that may come with baseline budgeting (efinancemanagement, 2020).
Disadvantages:
· Although Zero based budgeting allows for the implementation of repeatable procedures, it will almost certainly take longer than traditional budgeting (Prasanna, 2022).
· Managers must also work with other departments that may not be able to accurately predict their demands for the full year.
· It could be too expensive and demand too much attention from other departments if the organization is huge to be a practical technique.

The implementation process of Zero-based budgeting (ZBB):
ZBB offers a wide range of valuable advantages, however the implementation procedure does have some difficulties. It needs a thoughtful, organized strategy. This how you can implement Zero based budgeting efficiently (7 professional tips):
1. Define your goals clearly. ZBB demands a complete rewrite of the traditional budgeting procedure (kagan, 2022). Make sure you have a clear understanding of the change you want to make to the procedure and the business before you start by conducting research and speaking with experts or peers.
2. Choose required technology consciously. A ZBB program's effective deployment can be compromised by Excel (Siglaugsson, 2018). Look for technologies that will help your new procedure and will make it simple for your accountants to utilize and accept.
3. Correctly fix your Streamline. Decide what tasks need to be completed as well as how. Where feasible, automate and regulate procedures.
4. Find out the winning path. Your ZBB campaign should first be focused on either the bigger, more stable business units that are suffering with profitability or on a few selected areas of overhead (such as sales, general, and administrative expenditures) where there are significant indirect costs that are unclear (Anaplan, 2021). These decisions will not only strengthen the case for implementing ZBB, but they will also result in the greatest cost reductions with the least amount of interruption to the rest of the company.
5. Assemble your team and dominate. Create a dynamic project team with representatives from the finance, IT, and other pertinent business areas. The team should ideally be led by a C-level executive. ZBB's challenge and review process, which examines each action a department carries out to determine whether it may be curtailed or carried out more affordably—is its central component (Wetherbe, 1981).
6. Create a sustainable plan. After implementing a successful ZBB project, go on to new business units or expenditure categories and examine prior initiatives to verify the savings stick. This will keep your capabilities updated.
7. Change whenever necessary. Keep in mind that a zero-based budget is dynamic and that you should adjust it as required. For instance, if Christmas is approaching, you might need to budget additional funds for gifts.
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Fig: Roadmap to implement Zero Based Budgeting
There are many giant companies are using zero based budgeting. As an example- Unilever. As the business ramps up its efficiency push, Unilever's marketers will now need to embrace "zero-based budgeting," which means they will need to defend expenditure on every new brand activity rather than basing budgets on last year's spend (Vizard, 2016). 

Budgeting control support sustainability, here’s why:
A budget is a thorough financial plan outlining the projected course for attaining an organization's financial and operational goals (Jan Williams, 2005). We "budget" because we almost always have a finite amount of money and various demands on it that exceed our real cash balances, current assets, or anticipated cash and financial assets (oregonstate, 2020). Protecting the environment, enhancing economic prosperity, and fostering healthier and more just society are all part of sustainability. How does a business acquire sustainability? 


Advantages of budget control to achieve sustainable businesses:
Creating a business budget has a lot of advantages that can assure sustainability, such as improving your capacity to:
· Effective money management
· Give enough resources to projects, keep an eye on performance, and achieve your goals.
· Enhance decision-making, anticipate issues before they arise, such as the need for more funding or issues with cash flow.
· Prepare for the future, and boost employee motivation.

Benefits of budgeting and financial control:
· The most crucial aspect of a budgetary planning and control system is that it forces management to consider the future. In order to anticipate and give the organization a purpose and direction, it forces management to write forth specific plans for reaching the objectives for each department, operation, and (preferably) each manager.
· Areas of responsibility are specified in detail. It makes budget center managers accountable for the accomplishment of budget goals for the activities under their direct supervision.
· Participate in budget creation, which inspires workers.
· Improves the distribution of limited resources.
· In essence, a budget serves as a standard by which actual performance is measured and evaluated. Comparisons of actual outcomes to the budget plan give control. The causes of budget deviations may then be classified into elements that are under your control and those that are outside of your control.

Some characteristics of well-planned budget control:
· Participation: Involve as many individuals as you can in the budget-writing process.
· Assurance: Include the entire organization.
· Norms: Build it around recognized performance benchmarks.
· Adaptability: Be prepared for shifting conditions.
· Responses: Continually keep an eye on performance.
In conclusion, we can clearly say that a good well-planned budget and with budget there comes an automatic control over your business. Budget shapes your business. Managers, directors of a company are responsible for carrying out budgets. These employees' level of interest will determine how well they are implemented. For budgeting to be effective, everyone should be inspired to improve their performance. To ensure the success of this system, an appropriate system of incentive must be implemented (Paul, 2007).
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A cash budget is a document created to assist a company in managing its cash flow. An advance cash budget that details all anticipated monthly cash receipts and payments is created.

Jan February March April May June July August Sept Oct Nov Dec

£ £ £ £ £ £ £ £ £ £ £ £

Receipts :

Revenue 85,000.00 66,000.00 85,000.00 40,000.00 42,000.00 49,000.00 56,500.00 66,900.00 74,000.00 49,000.00 50,900.00 50,800.00

Receipts from Mini Bar 6,800.00 6,800.00 6,800.00 6,800.00 6,800.00 6,800.00 6,800.00 6,800.00 6,800.00 6,800.00 6,800.00 6,800.00

Interest Received from bank (previous closing balance * 0.03) 120.00 2,557.65 4,426.43 6,921.27 8,050.96 9,142.54 10,488.87 12,079.58 14,051.02 16,417.60 18,192.18 20,055.99

 

Total Receipts (Cash Inflows) 91,920.00 75,357.65 96,226.43 53,721.27 56,850.96 64,942.54 73,788.87 85,779.58 94,851.02 72,217.60 75,892.18 77,655.99

Payments :

Wages for 10 employees 6,000.00 6,000.00 6,000.00 6,000.00 6,000.00 6,000.00 6,000.00 6,000.00 6,000.00 6,000.00 6,000.00 6,000.00

Utility bill 700.00 700.00 700.00 700.00 700.00 700.00 700.00 700.00 700.00 700.00 700.00 700.00

Business rates 300.00 300.00 300.00 300.00 300.00 300.00 300.00 300.00 300.00 300.00

Magazines cost (first due in February) 250.00 250.00 250.00 250.00 250.00 250.00 250.00 250.00 250.00 250.00 250.00

Complimentary in-room beverages (starting from April and paid every two months) 700.00 700.00 700.00 700.00

Newspaper (paid in month following delivery) 150.00 150.00 150.00 150.00 150.00 150.00 150.00 150.00 150.00 150.00 150.00

Building Insurance     2,500.00

Wardrobe Purchase     7,000.00 7,000.00 7,000.00 7,000.00     

Vehicles lease cost 275.00 275.00 275.00 275.00 275.00 275.00 275.00 275.00 275.00 275.00 275.00 275.00

Vehicles petrol cost (recommned electric behicles) 500.00 500.00 500.00 500.00 500.00 500.00 500.00 500.00 500.00 500.00 500.00 500.00

Third party insurance for vehicles                       4,000.00

Vehicles valeting cost(35*4) 140.00 140.00 140.00 140.00 140.00 140.00 140.00 140.00 140.00 140.00 140.00 140.00

Gym and swimming pool service cost 1,500.00 1,500.00 1,500.00 1,500.00 1,500.00 1,500.00 1,500.00 1,500.00 1,500.00 1,500.00 1,500.00 1,500.00

Sky sports and Movie Cost 250.00 250.00 250.00 250.00 250.00 250.00 250.00 250.00 250.00 250.00 250.00 250.00

Premier League Show cost       3,000.00               

Beverages, soft drinks and snacks in mini bar 3,000.00 3,000.00 3,000.00 3,000.00 3,000.00 3,000.00 3,000.00 3,000.00 3,000.00 3,000.00 3,000.00 3,000.00

Total payments (cash outflows) 12,665 13,065 13,065 16,065 20,465 20,065 20,765 20,065 15,965 13,065 13,765 17,065

Net Cash Flow in month(1-2) 79,255.00 62,292.65 83,161.43 37,656.27 36,385.96 44,877.54 53,023.87 65,714.58 78,886.02 59,152.60 62,127.18 60,590.99

Add: Opening bank balance 6,000.00 85,255.00 147,547.65 230,709.08 268,365.35 304,751.31 349,628.85 402,652.72 468,367.30 547,253.32 606,405.92 668,533.09

Closing bank balance 85255.00 147547.65 230709.08 268365.35 304751.31 349628.85 402652.72 468367.30 547253.32 606405.92 668533.09 729124.09
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EXAMPLE

# INCOME # EXPENSES
PAYCHECK 1 $2,200 GIVING $500
PAYCHECK 2 $2,200 FOOD $650
SIDE HUSTLE $600 UTILITIES $200

HOUSING
TOTAL $5,000

INCOME  $5,000
- EXPENSES §5 000

TRANSPORTATION $300
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DEBT
FUN MONEY
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: 50 D TOTAL
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