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· [bookmark: _GoBack]What is it?
· Rational Budgeting: Like performance & programme budgeting, developed in 1969 at Texas, USA.
· Transplant from the private sector: adopted by variety of industrial organs & state & municipal govts in the USA
· Gimmy Carter, Ex. President of US first adopted the process of ZBB.
· MBO (Management by Objectives):
· In India, V.P.Singh (Union Fin. Min.) tried to introduce ZBB in the parliament in a small way in 1986-87.
· Traditional budgetary process allots fund on incremental basis irrespective of whether the scheme is in question of its performance.
· Meaning: 
· Acc. to Pyhrr ZBB means the evaluation of all programmes.
· ‘throw everything out and start all over again’
· Evaluation of alternatives – programme performance – complete rethink & redirect the programme
· ZBB techniques: 	
· Critical review of scheme
· Impact of the scheme
· Targets of the schemes
· Objectives of the schemes
· Standard of performance
· Evaluation of schemes
· Comparison among programmes of divergent activities
· Indian context: 
· ZBB can abandon schemes & agencies if they are proved to have outlived their utility despite investment & infrastructure.
· Reverse the trend of large deficit.

· Difference between Traditional Budgeting (TB) & ZBB

	Traditional /Incremental budgeting (TB)

	ZBB

	Involves of the prev. expenditure only increments are subjected to debate
	Prepared without taking into account the past budget, each manager has to justify his entire budget in details from scratch; hence Zero base 

	Not clear and responsive
	It is process of review, analysis & evaluation (RAE) in order to justify its inclusion or exclusion

	Accounting oriented
	Decision oriented. Activities are divided into decision packages, then evaluated and ranked according to priorities & then resources are allocated

	Someone deliberately inflate their budget request so that after the cut they still get what they want
	A rational analysis. It cuts wastage, weeds out inefficiency & reduces the cost of production

	Makes a routine approach
	Makes a straight-forward approach



· Two basic questions:
· Are the current activities efficient & effective?
· Should current activities be eliminated or reduced?
· Problems:
· Many bureaucrats feel towards a process which evaluates the effectiveness of their programmes.
· Organizations don’t like to allow outsiders to know on how little they could survive.
· Threat to the financial laxity.
· Don’t operate in Governmental setting: the success of ZBB in US industry is largely due to profit motive and organs resiliency.
· Fear of loss of power in financial decision making process.
· Advantages:
· Substantial saving:
· Low priority progms can be eliminated/ reduced.
· Progm effectiveness can be dramatically improved.
· High impact progms can obtain increased financial allocation.
· Tax increases can be checked.
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