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TASK 2
[bookmark: _Toc46931871]a) Define and evaluate the process of zero base budgeting
Zero Based budgeting is budgeting method where all the expenses are required to be justified and also approved for every new period. The budgeting method was developed in 1970 by Peter Phyrr. ZBB starts by taking zero as base at beginning of the year or budgeting period, analysing costs and needs of each function in the organisation and allocation of the funds accordingly regardless of the money that was budgeted previously to any of the line item. 
Zero based budget is techniques that allocates the funds based on necessity and efficiency rather than over budgeted history. In this technique management has to start from the scratch and develop the budget that includes only expenses and operations that are essential for running business. None of the expenses are added automatically to budget. All expenses in the budget are required to be justified for qualifying to be placed in budget. It helps the management in aligning the spending with the strategic goals. The approach requires company to build the annual budget from starting every year to verify all the components of annual budget are relevant, cost effective and also drive the improved savings. 
It is cost discipline which helps the business in improving employee engagement, resources planning and also in organisational collaboration. Though the ZBB is credited often with the measures for reducing costs, the approach do not focus exclusively over savings and helps in testing assumptions, solving problems and ensuring that spending are aligned to growth objectives of organisation (Ibrahim, 2019). When performance does not meets expectations the ZBB could help in effectively budgeting the operations and expenses ahead.
Zero Based Budgeting Process
Process of  ZBB follow the basic steps
· Identifying the goals and objectives of the business
· Analysing and developing the new ways for achieving the goals
· Discovering new methods for funding the business processes
· Prioritising the funds 
The above process is followed for determining the expenses to undertake for achieving the business goals which directly benefits the company. The ZBB budget fluctuates significantly over the years. 
[bookmark: _Toc46931872]b) Advantages of zero based budgeting over the traditional budgeting 
Traditional budgeting is most common method of budgeting used for preparation of budget by company for specific time where previous year’s budget is taken as base for preparing the budget for current year. Budget for current year is made by making changes to budget of last year. The budget exactly depends over preceding year’s budget for making budget for current year.  Benefit of this type of the budget is its simplicity. Company following the budgeting method is not required to rethink about every item in list. Management could simply look at spending of previous year and then make adjustments to the budget for meeting the need for current year (Adah, 2016).. The adjustments made in the budget are related to inflation rates, market conditions, demand and supply, economic conditions and such other factors that could influence the budget for the year. 
	Traditional budget is highly used method as it saves considerable time and could be incremental in the approach about much is required to be spend this year. Large number of companies still use this budget that is base for setting the budget for income. 
Advantages of the ZBB over traditional budgeting 
The traditional budgeting 
Traditional budgeting is prepared on the basis of previous year by making adjustments where the ZBB is created from the scratch after re-evaluating the activities. Traditional budget emphasises over previous expenditures where the ZBB focuses over forming new economic proposals when the budget is set which makes the budget more accurate and reliable. Traditional budgeting work over accounting principle where the ZBB is decision oriented approach. In traditional budgeting, line items & expenses are not required to be justified. On the other ZBB ensures that all the expenses are justified considering the costs and benefits. Decisions in the traditional budgeting are taken by top management regarding the amount that will be taken over product. On the other ZBB takes decisions regarding specific spending on particular products is on managers. In terms of clarity and responsiveness zero based budgeting is more better than other budgeting techniques. It follows a straightforward approach as compared with traditional budgeting. ZBB increases the efficiency of budget as the allocation of resources is more adequate accurate as the allocations are not based over previous budgets but are made on proper evaluation of items each time (Miller, 2018). Traditional budgeting methods involve arbitrary changes to the existing previous budgets where this budget approach make all the departments to look over every item of cash flows and computation of operational costs. 

[bookmark: _Toc46931873]c) Introduction of zero based budgeting in the organisation
There are number of benefits deriving from the zero based budgeting. Company could implement the ZBB successfully. 
Management has to be clear about the goals and objectives of the business. Company requires complete rethinking of the budgeting process. It has to effectively evaluate all the operations and activities of organisations. It has to clearly define the goals and objectives of the business before preparing budget.
It has to consider all the impact of changes that will be caused due to ZBB. It has to properly implement the process analysing the end results and the process for achieving the objectives. it has to involve third part professionals for making analysis of the budget. They have to analyse the items and processes for framing the budgets effectively.
Management has to maintain proper communication with the operational departments for ensuring that the processes are carried out in the defined manner. Change process, reasons and implications of the change process should be clearly defined by the management (Oraka, Sopekan and Udeh,  2016). Successful implementation of the budget will enable the company to make effective allocation of the resources after proper evaluation of the processes to achieve the goals and objectives. 
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