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Embﬂ:d budgeting is a method of budgeting whereby all the expenses must be
justified for every new period. This budgeting begins with a zero base and each function in an
organization is analyzed for its needs and costs. Budgets are therefore built around what is
needed for upcoming period. regardless of whether the budget is lower or higher than the one

that preceded. This type of budgeting allows the top-level strategic goals o be implemented into

budgeting process by tying them t0 a precise functional areas of the organization in whi

can fist be grouped, then get measured against the previous results and the current expeet

(Dropkin, 2011). Zero-based budgeting justifies the budget requests in every budgeting cycle.

e zero-based budgeting system puts the burden of proof on the manager, and demands
that every managers justify the enlire budget in detail and prove] whey they should spend the
money of organization in the way it was proposed. Each manager must develop a decision
munagnEr every activity or project, which involves an analysis of costs, purpose, measures of
performance, alterative courses] benefits and consequences of fuling o perform in an actvity

(Debarshi, 2011,

An example of an organization using zero-based budgeting is the Healtheare sector. This
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is a company dealing with diagnosis, treatment and prevention of illness, discases and other Match Overview

‘mental and physical impairments in human beings. It uses this to provid

¢ a practical way for it to < Match 1 of 1

Student paper
nd ef

support functions and also boosts competitveness

1 find zero-based budgeting appealing because of its detail oriented nature. It may be a SubniledioApeay 7%
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process done for several years. Only a fow functional areas reviewed at a time by the
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managers or leadership. The budget can also lower costs through avoidance of blanket increases

in the Emns that

or decreases 10 a prior budget period. The bud practice is very efficie zti'm‘:pzr‘ﬂ Republic 3%
achieve direct revenues or production where contributions are justified more casily (Dropkin,
2011). I this budgeting starts from a scratch and does not use previous budget as a baseline. It
sets a baseline at zero. It enable the reviewing of the efficiency and effectiveness of each =
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The strengths

(2]
Zero-based budgeting helps the companies to rein in costs. It forces a company to look at

its costs that might remain obscure in incremental budgeting. For example, if the advertis

g ofa
ompany,is not having the desired effect, the incremental budgeting process might simply
recommend o spend more on ads, It reviews the existing spending and might discover the
‘money when the money is being spend wrongly, in this case, the solution is not more money but
is changing of strategy which may require less money. It also helps in breaking down entitlement

‘mental

ina company (Debarshi, 2011).
The weakness

The main drawback of this budgeting is that it is time consuming. For example in

reviewing each department will take more time. It also involves a lot of work

s makes

bu

sses using zero-based budgefing to fail to review the entire company every single year

(Dropkin, 2011)
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