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[bookmark: _Toc341883013]Executive Summary

Zero-based budgeting is a practice designed to ensure that the Organisation has the right amount of funds to achieve its objectives. With each funding allocation, the Organisation ensures that the funds are spent on the right activities with the right results. Zero-based budgeting (Z.B.B.) is also used to monitor and evaluate programs, projects, and activities. The report starts by clearly defining what Zero-based budgeting is in the introduction. At this part, the zero-based budgeting process was outlined using different authors. The main idea of this part is that zero-based budgeting is a management tool to make sure that all resources are spent within the approved budget. The second part gives the comparison between the advantages of zero-based budgeting over the traditional budgeting approach, which shows that it is a cost-saving and effective approach to budgeting. The report ends by outlining some of the ways in which the Organisation can use to introduce zero-based budgeting; one of them is to set up frameworks and policies to help them achieve the set goal. In the conclusion part, as a result of the report, zero-based budgeting is more effective than traditional budgeting and provides an insight into how they can implement this method of budgeting successfully.
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1. [bookmark: _Toc341883014]Introduction

According to Ibrahim et al. (2019), zero-based budgeting helps managers manage the cash flow of a business whereby all capital expenditures and investments are allocated and planned for at the beginning of each fiscal year. Zero-base budgeting is an effective technique for setting a budget for a business. Managers need to be aware of how much their business will spend before the budget is set to ensure it fits within the budget. A budget ensures that the money is appropriately managed, avoiding misfortunes such as lack of money or cash flow. This is similar to Khalifa and Alodhaibi's (2021 p. 153) findings, which found that Zero-Based Budgeting is most successful when implemented under a fuzzy environment.
The zero-base budgeting technique is characterised by allocating a total budget at the beginning of a fiscal year and the reallocation of all budgeted capital expenditures within the budget to meet the needs of the Organisation as they occur (Coyte et al. 2020). It is considered a systematic technique. Therefore, a business can use the same method repeatedly to manage the budget. Al-Attara et al. (2020) propose a zero-based budget system and its role in finding alternatives to rationalising government spending. They state that it is based on a formula that requires a financial forecast or projection of cash outflow, cash inflow for a given period, and a break-even analysis of each period of cash outflow against cash inflow.
Alddin et al. (2021, p. 56) state that zero-based budgeting can be used in the following types of situations: first, it can be used as an aid in the budgeting process to help set the budget for the year. Second, it can be used to allocate budgeted capital expenditures over time. Lastly, it can be used to allocate the budgeted amount of capital expenditures to each period of the year. According to Litke (2021), a company's performance is positively affected by the Zero-Based Budgeting approach, as opposed to the Traditional Incremental Budgeting technique. 
2. [bookmark: _Toc341883015]Zero Based Budgeting

2.1 [bookmark: _Toc341883016]Zero-based budgeting.

According to Hughes (2020 p. 30), many companies are shifting from traditional budgeting to zero-base budgeting techniques. This change is attributed to the fact that the traditional budgeting process is less accurate; it makes it easier for managers to miss the need for capital expenditures or not allocate budgeted funds to a specific purpose. It is recommended to use the zero-base budgeting technique for all capital expenditures and business investments since this improves the management of capital expenditures (Hughes, 2020 p.32) 
The focus of the process is on allocating budgeted capital expenditures over time and identifying the amount of capital expenditures required to meet the needs of the Organisation (Hughes, 2020 p. 37). The process of zero-base budgeting is the analysis, creation and implementation of a plan and framework for the allocation of capital expenditures (Dali, 2021 P. 144). The process of zero-based budgeting has been used in many organisations in many different ways. In this process, they focus on budgeting to allocate the budgeted amount of capital expenditures to each period of the year and the analysis of future cash flows.
 The analysis involves the financial forecasts for each period and the break-even analysis for each period (Alddin et al., 2020). Vadapalli (2021 p. 33) involved in an experiment conducted for COVI 19 pandemic conditions which found that switching abruptly from conventional budgeting to zero-based budgeting was feasible. Therefore, during the creation stage, managers gather data from the past period, they focus on financial forecasts, and they try to predict cash inflows and cash outflows for the next period. Then, the data is fed into the zero-base budgeting plan, and the final step is the implementation. This technique is considered a systematic method, and the results show that the allocation of capital expenditures to the period of the year is good in terms of accuracy compared to the traditional budgeting process.
2.2 [bookmark: _Toc341883017]Advantages of Zero-based budgeting over Traditional Based

Hariharan (2020), in the article called Rethinking budgeting process in times of uncertainty, states that zero-based budgeting is a budgeting process that was introduced in the early 2000s to replace the traditional budget. It uses an approach in which each and every budget starts from a zero base, and each budget is based on the current year's financial and operating requirements (Emerling & Jurkiewicz, 2018 p. 60). 
Zero-based budgeting has a lot of advantages that make many organisations go for it. Budgeting traditionally involves take a foundation for developing a up-to-date plan from the one of the year before. Contrary to this, zero-based budgeting requires creating a new budget every time the activity is re-evaluated, so the activity starts from zero (Jarad & Rashid, 2021 p. 39).
Abid (2017) state that a zero-based budgeting system (Z.B.S.) helps in the decision-making process, as the budget is created from scratch every time it is used, and the process does not include any assumptions from previous years. Mertler et al. (2021) add that the budget is created from scratch. Another advantageis that is it an effective and cost-saving approach to budgeting and planning, whereas traditional budgeting is an inefficient and costly approach that ties the budgeting process to a single year (Husni, 2018 p. 50).
[bookmark: _Toc341883018]2.3 How the Organisation Might introduce Zero-based Budgeting

Hijal (2019 p. 390) support that the Organisation uses 'zero-based budgeting, which is a method that helps budget managers to identify which projects could be funded. An organisation can introduce Zero-based Budgeting by first estimating the total number of services available in a year and then budgeting accordingly (Ibrahim, 2019 p.17). For example, a firm that provides a number of services should budget accordingly, taking into account the amount of time its employees spend on each project.
The Organisation needs to assess the status quo of the current budget (Al-attara et al. 2020 p. 245). Then, Organisation Might introduce Zero-based Budgeting by setting up a framework and policies for the Organisation to make sure that the Organisation is working towards a goal that it has set for itself and that it is working within the boundaries of what is feasible. This is in line with findings in Coyte et al. (2020), who argue that firms are increasingly adopting zero‐based budgeting to improve their performance by setting up their frameworks and policies to reflect the conditions. 
Public organisations are confronted with the problem of financial resource shortages and financial constraints, which are more and more frequently in modern social and economic conditions. Moses (2022) states that zero-based budgeting as a method of public predetermination has to be developed and implemented in order to cope with these problems. Therefore, this can trigger the introduction of zero-based budgeting. Zero-based budgeting is a useful tool for the Organisation to improve its performance and to develop sustainable economic development.


 


3. [bookmark: _Toc341883019]Conclusion

The discussion has evidenced that Zero Based Budgeting allows Organisations to operate more efficiently and effectively, leading to reductions in costs. It also encourages a more structured decision-making process, where more decisions are based on objective and factual evidence rather than on personal opinion. This is due to its application of Zero-Based Budgeting, as demonstrated by Likhtin and Kutergina (2016). Zero-Based Budgeting help companies to better understand costs and to allocate resources appropriately, enabling them to make better decisions.
The main conclusion is that Z.B.B.s provide Organisations with an effective and transparent tool for budgeting and planning. The evidence presented in this research suggests that Zero-Based Budgeting is a more effective and more accurate tool than traditional budgeting and planning. The Organisation can improve their decision-making with the help of Zero-Based Budgeting. Therefore, it is a useful financial planning and management tool. 
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