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Introduction to Zero-Based
Budgeting in FP&A

Zero-based budgeting (ZBB) is a budgeting method where all
expenses must be justified for each new period, starting from zero.
Unlike traditional budgeting, ZBB requires a detailed review of every
expense, fostering financial discipline and transparency.

- Definition of ZBB: Budgeting from scratch

- Goal: Align spending with strategic priorities

- Requirement: Justify all expenses

- Process: Detailed review of costs

- Outcome: Financial discipline & transparency

In this guide, we'll explore the powerful benefits and practical steps
to implement ZBB in FP&A. Let's dive into the details and see why
this approach is gaining traction in the finance world.
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Enhanced Cost
ControlKey

y

Zero-based budgeting enhances cost control by
ensuring that every dollar spent is necessary and
justified.

- Scrutiny: Evaluate every expense

- Elimination:Remove unnecessary costs

- Optimization: Maximize resource efficiency

- Transparency: Clear visibility of spending

- Discipline: Enforce strict financial controls

With ZBB, companies can achieve greater control over

their finances, leading to significant cost savings and
more efficient use of resources.
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Cost Savings

According to a McKinsey report, companies implementing
/BB can reduce costs by in the first year. This
substantial saving can be reinvested into growth initiatives.

(Source: McKinsey & Company,

[Link] (https://www.mckinsey.com/capabilities/strategy-an
d-corporate-finance/our-insights/zero-based-budgeting-
gets-a-second-look))
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Alignment with
Strategic Goals

o

( \
/BB ensures that budgeting decisions align with the

company’s strategic goals, leading to more effective
allocation of resources.

- Strategic Focus: Prioritize key initiatives

- Resource Allocation: Fund critical projects

- Goal Alignment: Sync budgets with objectives
- Performance: Improve operational efficiency
- Flexibility: Adapt to changing priorities

By aligning budgeting with strategic goals, ZBB helps
organizations focus on what truly matters, driving
long-term success.
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Stay tuned to discover how ZBB fosters innovation
and drives a culture of continuous improvement in
financial planning and analysis.
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Fostering
Innovation

/BB encourages innovation by challenging
managers to find new ways to achieve their goals
with fewer resources.

- Creative Solutions: Think outside the box

- Efficiency: Optimize processes

- Cost Reduction: Innovate to save costs

- Performance Metrics: Track and improve
- Adaptability: Quickly respond to changes

Innovation becomes a key driver in ZBB, as managers
seek out the most effective ways to utilize their budget.
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Statistical Insight:

IBM found that companies using ZBB reported a
iIncrease in innovation project funding. This demonstrates
how ZBB can free up resources for creative initiatives.

(Source: IBM,
[Link] (https://www.ibm.com/think/topics/zero-based-bud
geting))
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Driving Continuous
Improvement

/BB promotes a culture of continuous improvement,
encouraging regular reassessment of all expenses.

- Regular Review: Periodic budget evaluation

- Process Improvement: Streamline operations
- Efficiency Gains: Optimize performance

- Cost Efficiency: Reduce waste

- Best Practices: Adopt industry standards

By continuously reassessing expenditures, organizations
can ensure they are always operating at peak efficiency.
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Case Study: @

Procter & Gamble implemented ZBB and achieved
significant cost savings, enabling reinvestment into
marketing and innovation.

- Savings: Reduced overhead costs
- Reinvestment: Funded strategic initiatives
- Efficiency: Streamlined operations
- Impact: Increased market competitiveness

Procter & Gamble's success with ZBB showcases its
potential to drive both cost savings and strategic growth.
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Curious about how ZBB can enhance your organization’s
financial health? Continue reading to uncover more
iInsights and practical tips.
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Enhancing
Financial
Transparency

/BB provides clear visibility into where money is
being spent and why, fostering accountability.

- Visibility: Track all expenses

- Accountability: Justify spending decisions
- Clarity: Understand financial flows

- Trust: Build stakeholder confidence

- Compliance: Ensure regulatory adherence

With ZBB, financial transparency becomes a cornerstone,
enhancing trust and accountability within the organization.
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Statistical Insight:

According to KPMG, organizations using ZBB report a

Improvement in financial transparency, leading to better
decision-making and stakeholder trust.

(Source: KPMG,

[Link] (https://kpmg.com/kpmg-us/content/dam/kpmg/pdf/
2019/zero-based-budgeting-white-paper.pdf))
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Empowering
Managers

/BB empowers managers by involving them in the
budgeting process, promoting ownership and
accountability.

- Involvement: Engage managers in budgeting
- Ownership: Foster responsibility

- Decision-Making: Enhance strategic choices
- Collaboration: Promote teamwork

- Motivation: Drive performance

When managers are actively involved in budgeting, they
are more likely to make informed and responsible financial
decisions.
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Ready to learn how ZBB can transform your budgeting
approach? Stay with us to uncover the final key benefit and a
detailed recap.
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/BB supports long-term financial planning by aligning
budgets with future strategic objectives.

- Future Focus: Plan for the long term

- Strategic Alignment: Sync budgets with goals
- Risk Management: Identify potential risks

- Sustainability: Ensure financial health

- Growth: Support expansion plans

By focusing on long-term goals, ZBB helps organizations
build a sustainable and resilient financial foundation.
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Case Study: @

Coca-Cola utilized ZBB to realign its budget with strategic
goals, resulting in improved financial health and
competitive positioning.

- Alighment: Strategic budget planning
- Savings: Reduced operational costs

- Efficiency: Enhanced resource use

- Impact: Strengthened market position

Coca-Cola's experience with ZBB highlights its
effectiveness in driving strategic financial management.
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 Time-Consuming Process
e Resource-Intensive

o Complexity.

* Resistance to Change

« Short-Term Focus

* Lack of Expertise

 Initial Costs
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e Executive Support

 Change Financial Management Process
 Improving System to know what drives the cost
 Changing the Governance Model

« Performance Management Metric

o Clearly Defined Objectives

 Robust Data and Analytics

e Collaborative Approach

 Technology Integration

* Regular Reviews

e Focus on Value Creation
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 Result based scenarios

e Price Estimation

e Market trends

* Result on specific situation
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ZBB with CHATGPT 4o

ChatGPT 40

©

Actties to make Message to comfort Make me a persona Owiz me on ancent

friends in new .:*i?:.r a friend weh page civilizations

prepare budget for 2024 on monthly column from Jan to Dec 2024

4 employees will travel to Singapore every quarter

S employee will travel to UAE after every 2 months

10 finance employees will attend financlal modeling training in jun 2024
create annual bud geﬂ
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Recap of Zero-Based

Zero-based budgeting offers numerous benefits for financial
planning and analysis, making it a powerful tool for
organizations.

- Cost Control: Scrutinize and optimize expenses

- Strategic Goals: Align budgets with objectives

- Innovation: Encourage creative solutions

- Continuous Improvement: Regular budget reassessment
- Transparency: Foster financial clarity

- Empowerment Involve managers in budgeting

- Long-Term Planning: Focus on future goals

Implementing ZBB can lead to significant cost savings,
Improved strategic alignment, and enhanced financial health.
Embrace ZBB to drive your organization’s financial success.
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