MANAGING FINANCE – SETTING AND ACHIEVING BUDGETS
Section 2:  How is an organisation’s budgeting process developed?
Activity 0208 – What is zero based budgeting? 
Suggested Timing: 10–20 minutes
The following case study is of a firm with serious cash flow problems and inadequate profits. The following is the first draft of its profit budget. List those items where you consider expenditure could be reduced or cancelled altogether and why.

	Line No
	Item
	Budget
$

	1
	Sales
	
	600,000

	2
	Cost of Sales
	
	320,000

	3
	Gross Profit *
	
	280,000

	
	
	
	

	4
	Expenses
	
	

	5
	
Research and development
	25,000
	

	6
	
Public relations retainer
	6,000
	

	7
	
Advertising (10% of sales)
	60,000
	

	8
	
Sales Commission (2 sales representatives)
	120,000
	

	9
	
Accounting (Paid to accounting firm)
	30,000
	

	10
	
Interest
	30,000
	

	11
	Total Expenditure (lines 5 to 10) 
	
	271,000

	12
	Net Profit (line 3 - line 11)


	
	    9,000


*Derived from line 1 (Sales) minus line 2 (Cost of Sales).

	Items that could be reduced or cancelled:
	Reason:
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Please enter your name in this text box:  

Please estimate how long it took you to complete this Chapter: 
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