Zero based Budgeting:
· It is an expenditure control device where without reference to a past budget a manager has to justify a requirements of funds for expenditure and prepare a budget accordingly.

· According to Merewit, “ZBB is the technique which complements and links a existing planning, budgeting and review process. It identifies alternatives and efficient methods of utilizing limited resources in an effective manner to attain selected benefits. It’s a flexible management approach for re-allocating resources by systematic review and justification of a funding and performance levels of current programs or activities.

· ZBB emphasizes formulation of new budget each and every time from “scratch”. The manager proposing a activity or program has to justify why the activity or program is essential and a outlay proposed is reasonable in the present circumstance. 
Features:
· ZBB is based on a premise that every rupees of expenditure requires justification. A traditional budgeting approach includes the expenditure of previous year which are automatically incorporated in new budget proposals and only additions are subjected to debate. While ZBB assumes that the responsibility center manager has had no previous expenditure.

1. Concentration of efforts is not simply of ‘ how much’ the unit will spend but ‘why’ it needs to spend.

2. Individual unit objects are linked to corporate targets.

3. Quick budget adjustments can be made .

4. Alternative ways are considered.

5. Participation of all levels in decision making.

Process:
1. Determination of a set of objectives.

2. Deciding about the extent to which a technique of ZBB is to be applied, whether in all areas of organisations’ activities or in a few selected areas.

3. Identify the areas where decisions needs to be taken.

4. Ranking a decisions as per priorities.

In real terms a ZBB is simply an extention of COST BENEFIT ANALYSIS method and it provides the no of advantages to organizational efficiency and effectiveness.
