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Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
	


(1)  Differences Between Fixed Budget and Flexible Budget
The following are the major differences between fixed budget and flexible budget:
1. The budget, which remains constant, regardless of the actual output levels is known as Fixed Budget. The flexible budget is a budget which can be easily adjusted according to the output levels.
2. Fixed Budget is static in nature while Flexible Budget is dynamic.
3. Fixed Budget operates in only one activity level, but Flexible Budget can be operated on multiple levels of output.
4. Fixed Budget is based on the assumption, whereas Flexible Budget is realistic.
5. Fixed Budget is inelastic, as it cannot be re-casted as per the actual output. Conversely, the Flexible budget is elastic because it can be easily adjusted according to the volume of the production.
6. Flexible Budget proves more accurate to evaluate the performance, capacity and efficiency of the activity level compared to Fixed Budget.
Benefits of Budgeting
· Gives you control over your money – A budget is a way of being intentional about the way you spend and save your money. ...
· Keeps you focused on your money goals – You avoid spending unnecessarily on items and services that do not contribute to attaining your financial goals.

(2) Zero-based budgeting is a method of budgeting in which all expenses must be justified for each new period. Zero-based budgeting starts from a "zero bases and every function within an organization are analyzed for its needs and costs.
PROCESS OF ZERO BASED BUDGETS
Determining the objective of budgeting=there can be various objectives for budget preparation, for example, reducing costs, conducting through analysis of o-going projects and dropping the ones that are not efficient
Deciding the scope of application=the extend of the application of zero based budgeting has to be determined.
Developing decision units=decision units, on which a cost benefit analysis is to be conducted, are determined and then it is decided whether the programs in question will carry on or dropped.
Developing decision packages=a decision package is developed in this process.

(3) In business, budget can be defined as a plan for an organization's outgoing ... The purpose is to justify funding requests by showing how funds will be used.  Control actual spending in the future, so as to bring the annual variance a cash budget is a tool for planning and controlling near-term cash inflows and outflows.
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