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[bookmark: _Toc341883013]Executive Summary

Zero-based budgeting is a budgeting technique is where the budget for a given organization is determined by the needs of every period's activity and needs. This is because all business organisations ideally would like to be as efficient as possible in the operations and part of that is keeping costs to minimum and setting budgets for work. Otherwise, expense could be anything, even perhaps more so than what the business would earn, which would hinder profitability, or spend too less on expense which may hinder quality. As a result, a budget is required to specify expense of any given department and they are expected to adhere to the budget (Markus, 2021).  From researching I have found that the budgeting is done a fresh for every new period hence the name zero-budget. The cost of every function inside of the organization is determined and used in the budgeting. Typically, zero based budgeting can save between 10%-25% and give the top management a chance to closely monitor and assess the progress, performance, and output of the strategy in use. To conclude, to successfully implement the zero-based budgeting approach, businesses must come up with a sustainability plan, by training staff and have a detailed plan for change for management. 
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1. [bookmark: _Toc341883014]Introduction
Any organization aims to achieve its objectives more efficiently using the available resources. To be able to achieve this, the kind budgeting approach plays a crucial role. There are two types of budgeting: traditional and zero-based budgeting. The traditional approach depended on the previous period’s budget. They only needed to increase it with some percentage to take care of salary increment and inflation. This approach had several loopholes and was considered inefficient. This strategy does not necessitate managers re-examining what is required for the coming year, nor does it necessitate financial analysis to determine where resources should be allocated most effectively (Khairom 2019). Zero-based budgeting starts from scratch in every new financial year. This gave a more detailed and accurate avenue to look into, monitor, and assess the performance and delivery of a plan in use. If performance is below expectations, ZBB can assist firms in determining the best course of action in the coming month. ZBB, when done correctly, can result in lower costs which could be used to fund future new objectives and stimulate growth (Anaplan n,d).
The submission talks about the definition and the process of zero-budgeting, the advantages of zero-based budgeting over the traditional based approach, and finally how to implement the zero-based budgeting technique.



2. [bookmark: _Toc341883015]Zero Based Budgeting

2.1 [bookmark: _Toc341883016] Zero-based budgeting
Zero-based budgeting is a budgeting technique is where the budget for a given organization is determined by the needs of every period's activity and needs (Kagan, 2019). The budgeting is done a fresh for every new period hence the name zero-budget. The cost of every function inside of the organization is determined and used in the budgeting. The cost can be lower or higher than the previous budget regardless of this technique helps managers to track expenditure and minimize unnecessary expenditures (Kagan, 2019). Zero-based budgeting helps align organization spending with strategic goals; which in the end helps in improving cost-effectiveness, relevancy, and cost-saving. 
The fundamental of zero-based budgeting, according to Deloitte include the following (Ibrahim, 2019):
Budgets are independent of the previous period's expenditure. This helps in preventing having residue of previous budget forming part of the base of the current budget being drafted. It also aids in coming up with necessary activities of the functions as opposed to depending on trends from the history. Secondly, Zero-based budgeting stands on cutting costs across the budget. This means that the common sandbagging in budgets is eliminated and also refines a more strategic allocation of resources that goes as planned. Thirdly, budgets reflect every activity and the level of service. That is, the spending targets are aligned with the desired activities. Lastly, funding focuses on activities that reflect the corporate strategy. In other words, it helps align spending plans with the organization’s mission. Also, it prevents the common incidences of ‘we have always done this that way and instead pinpoint what is desired.

2.2 The zero-budgeting technique process
The zero-budgeting technique process involves five (5) steps. The steps include Step 1, identifying the decision units; step 2, making decision packages; step 3, ranking decision packages; step 4, allocating available resources; and step 5, assessing and controlling (Ibrahim, 2019). 
Step one: involves coming up with distinct and independent activities, called decision units that do not overlap with others. This is the initial stage of coming up with the zero-budget technique. The decision units are derived from cost centres. The cost centres are the various departments in the organization; which include departments such as human resources, production, research, and marketing. The manager of every decision unit gives a justification of the proposed unit expenses independent of the previous period’s expenditure. Then this is used in consolidating the overall budget (Ibrahim, 2019). 
Step two: involves further breaking down the decision unit’s activities separated in the first step. These further entities are called decision packages. The packages contain the task each package is meant for, analysis of the need of the task, analysis of the practicality of the proposed operational mechanisms, the goals, and objectives of the decision unit that it is part of, the objectives and goals of the package and finally the analysis of a plan B for the whole planning.  The decision packages are aimed at being the attraction point for the allocation of funds (Ibrahim, 2019). 
Step three: would be ranking the decision packages. The decision packages are arranged in order of priority and importance in that the scarce resources are appropriately allocated so that the neediest and most important aspects are catered for. To achieve this, the cost-benefit criteria are used, in that the item with the most benefit is prioritized. However, these decision packages need to be approved by top management, which has the right to approve depending on how well the packages are aligned with the predetermined goals and objectives (Ibrahim, 2019). 
Step four: involves allocating the available resources. The funds are allocated to the decision packages ranked step 3 above. Sometimes this is perceived as an elongation of step 3 but it is an independent stage. This step aims to ensure proper and proper utilization of the scarce resources; since the criteria are that the highest-ranking decision package gets the most funds. This means that the most impactful package gets sufficiently supplied with the needed resources so that the overall organization's mission is at the centre of the endeavour (Ibrahim, 2019). 
Step five: is the last and it encompasses the assessment and control. At this stage, a keen eye is kept on the decision packages. The performance and output are assessed. This helps the management to look into whether the resource allocation is done accurately and whether any changes need to be made in the initial plan (Ibrahim, 2019).
The zero-based budgeting strategy is a fantastic technique in cutting unnecessary costs and focusing on the agenda with the most significance. However, the technique is time-consuming (Ibrahim, 2019).

2.3 [bookmark: _Toc341883017]Advantages of Zero-based budgeting over Traditional Based
The traditionally based budgeting used to use the previous period’s budget and increase it by some percentage so that it caters to salary increment and inflation. This was a too general approach that it was possible to overlook not give enough attention to the important aspects that greatly contribute to the organization’s goals and mission (Cardoş, 2014). On the other hand, zero-based budgeting utilizes departmental elaborate illustrations advocating for proposed funding requirements. These are independent of the budget of the previous period. This approach gives the organization a chance to not only minimize resource wastage and underutilization but also gives a chance to focus on what matters most and also a chance to monitor and readjust the course of action to achieve the highest yields with the available resources (Cardoş, 2014).
The foundation of a world-class ZBB process is the development of deep insights into variable costs, which is then used to set challenging yet reasonable budget targets. In order to promote credible financial debate among managers and executives, the annual budgeting process starts from scratch and is very thorough, systematic, and engaging (Callaghan S and et, al, 2014).
The advantages of the zero-based budget approach include: providing an avenue to justify what is needed to attract funding. It does not inherit baggage from previous budgets which might contain irrelevant needs (Cardoş, 2014). Secondly, the resources are properly utilized because the approach is focused on cost reduction. It is reported that this approach aided a cost saving of between 10%-25% (Cardoş, 2014).   Zero-based budgeting does not require everyone to stick to a tight annual budget. However, it promotes a culture of constant, deliberate resource questioning, allowing expenditure to adjust fast to market uncertainty. This flexibility allows organisations to take opportunities as they come, increasing their resilience (Ellingrud 2019). It has a broad array of an avenue of tools that look into how funds can be utilized. Thirdly, the ranking of decision packages helps in determining the priority list. This helps in allocating the most funds to the highly-ranking decision packages so that their significance is fulfilled. This also gives a chance to monitor and evaluate the performance and output and refocus the strategy used to realize the organization's goals and mission. Fourth, the approach encourages imitativeness’ and agility. Department managers are always on their toes to be innovative and swift and take up responsibility. Fifth, It stimulates more engagement across the organization (CFI n,d). Lastly, the zero-based budgeting approach provides a detailed and comprehensive designed plan with the execution procedures provided; that gives the top management a chance to closely monitor and assess the progress, performance, and output of the strategy in use (Pyhrr, 1977).  In the process, they can fine-tune the strategy to achieve an easier and cost-effective way of realizing the organization's goals and mission.



2.4 [bookmark: _Toc341883018]How the Organisation Might introduce Zero-based Budgeting
The ZBB approach has a lot of fruits to harvest but only if it is successfully implemented. Implementing is come with a bit of challenge starting with getting the right software to the implementation process itself. However, the steps below can ensure the successful implementation of the ZBB budgeting approach (Lin et. al., 1979).
First, it must be obvious what the goal is. It's critical to recognise where the approach and organisation might be improved. Secondly, it is essential to use technology that is familiar to the staff so that interacting with it is easy and interesting. Also, the staff must be trained using the new interface. Any new system in an organization needs to be trained to the staff. The other step is to come up with a change management plan. Any new changes to an already existing system the staff are used to will attract resistance. Since the new changes may face resistance, it is only prudent to ensure that the top decision-makers understand the need to change and the benefits it will come with. This will help the organisations to get them on board and have their backing. Lastly, it is vital to take advice from people who have been in the same situation to the organisation so that the decision- makers get to learn from their experiences and mistakes (Lin et. al., 1979)
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3.Conclusion
In conclusion, the zero-based budgeting strategy is the best approach for an organization to realize its goals and mission. This approach enables easy tracking of program progress and productivity. On the way, readjustments can be made to fine-align the progress towards the desired outcomes. Comparing it with the traditional approach, the ZBB helps cut costs and help in properly utilizing scarce resources. Finally, to successfully implement the ZBB approach, come up with a sustainability plan. Staff needs to be trained, change management must be planned.  It should also not be done alone. It is necessary to convince the top decision-makers to see the need for change and the benefits it will come with. Also, outside advice require to learn from other people’s experiences and mistakes.
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