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Abstract 

The main objective of this paper was to compare 

and contrast three school budgeting approaches – 

namely, zero-based budgeting (ZBB), school-based 

budgeting (SBB), and cycle-based budgeting (CBB). 

ZBB refers to a budget creation mechanism whose 

aim is to develop managerial control over agency 

funding requests. ZBB comprises three strengths. 

First, it moves the firm away from the incremental 

budgeting. Second, it rationalizes cuts on the budget. 

Third, it is helpful in resource allocations within 

organizational departments. Nonetheless, ZBB has its 

weaknesses as it is managerial driven. Alternatively, 

under the SBB, the company’s central office has the 

mandate to forecast the system vast revenue for a 

given fiscal year. A major strength of the approach is 

that people who best comprehend requirements play a 

pivotal in decision-making. However, the SBB can 

prove to be challenging to local managers in addition 

to encouraging conflict. CBB is understood as the 

combination of zero-based budgeting and grant 

application. Despite the challenges of CBB is being 

time-consuming and the fact that programs that are 

not aligned to the strategic priorities of the district 

may be affected. CBB is the best to utilize in Ontario 

schools because it employs decentralised funding and 

is fair. 

1. Introduction

Funding for education in Ontario is done through 

the provincial funding formula, and it is based on the 

number of students in every school board. Most of the 

education funding is based on enrolment. Per-pupil 

funding is not purposed to be equal because different 

boards have unique needs. However, it is meant to 

provide equal opportunities for all students [1]. The 

province provides funding to the school board basing 

on various factors comprising of the number of 

schools, number of students in a board, and unique 

geographical needs of the board. Most funding can be 

transferred from one category to the other that means 

decisions on financings are made at the board level. 

School board make decisions on school budgets and 

establish criteria for things like the number of pupils 

a school needs to have to get librarians or principals. 

At the school level, principals made decision on 

internal expenses such as school maintenance, repair, 

and fundraised money. 

Spending on public schools in 2015/16 amounted 

to $64.8 billion, an increase of $16.0 billion, or 32.6% 

since 2006 when spending on public schools was 

$48.9 billion (see Table 1 and Figure 1). Spending in 

Ontario’s schools increased over the last decade by 

38.8%. 

Table 1. Statistics of per student spending in Canada [18] 

Figure 1. The amount of expenditure in millions (2006/07 

to 2015/16) [18] 

Table 2. Enrolment in public schools, 2006–07 to 2015–16 

(number of students) [18] 
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Figure 2. Students’ enrolment in ON and QC 

(2006/07 to 2015/16) [18] 
 
 Table 2 contains enrolment data for Canada as a 

whole and for the individual provinces between 

2006/07 and 2015/16, the most recent data available. 

Figures 2a illustrate the provincial enrolment over the 

same period for ON, and QC. Total enrolment in 

public schools in Ontario had declined by 5.1% in 

2006-2015 from 2.1 to 1.9 million students. This 

contradiction rises the alert for immediate reform in 

Ontario’s schools budget planning.  

Ontario budgeting planning is faced with various 

shortcomings since spending per pupil does not lead 

to improvement of the student’s performance [2]. The 

second drawback is that the approach increases non-

crucial spending. Spending of the funds is done on the 

non-important things leaving less money to books and 

payment of teacher’s salaries. GSN regulations on 

funding are out-dated. One component of GSN is the 

Foundation Grants covers the necessary costs of 

educational experience, which is shared among all the 

students that are allocated based on the number of 

schools and school enrolment. The second component 

is Special Purpose grants address the unique needs of 

school boards and students related to board’s 

demographic profile and location. An effective school 

budgeting establishes the opportunity for the leader to 

outline the priorities established in improvement plan 

[3]. Ontario had seen a spending rise by 4.1 % in 

schools since 1996 [4]. 

The best way of allocation of funding and 

utilization of public resources effectively in the school 

system is an on-going process [5]. An effective 

approach requires gathering of information on 

increasing costs, evolving needs of students, and how 

well funding approaches support performance 

outcomes. Funding in Ontario has been widely felt 

and aid in the improvement of outcomes and attitudes 

amongst teachers and students [6]. Most of finances 

can be moved from one category to another, which 

means that many funding decisions are made at the 

board level. There are a few exceptions, where 

funding may not be moved. The province refers to it 

as “enveloped”. Funding for special education, for 

student achievement in the Learning Opportunities 

Grant, and for capital expenditures is enveloped and 

cannot be spent for other purposes. 

 

2. Approaches to Budgeting Planning 
 

2.1. Zero Based Budgeting 

 
Zero-based budgeting (ZBB) refers to a budget 

creation technique, which was established to advance 

the managerial control over the requests of agency 

funding. It also increases efficacy of the 

administration in distributing public funds to schools 

in Ontario. The original idea behind ZBB is that the 

organization needs to justify the whole budget every 

year. The primary purpose of the approach was to 

solve the predicament of assuming the previous year 

estimates at the initial point for the creation of the 

following year budget. Under ZBB, each agency is 

needed to identify the objectives which consist of 

ranking, reviewing and developing the decision 

packages, and identifying the corresponding units [7]. 

Thus, this technique includes specific procedures to 

be followed by every individual who is in charge of 

the agency unit. The person needs first to identify the 

unit objectives, actions required to attain them, the 

willpower of the various levels of the efforts plus the 

funding and effects of the functions of each unit. 

Afterward, via the rigorous procedure, the different 

levels of funding and efforts are analyzed and 

considered for every administrative rank via the 

application of specific criteria. 

ZBB is an essential tool for guiding schools in 

Ontario to allocate its non-financial and financial 

resources better. Nevertheless, this approach requires 

every entity to re-evaluate yearly its activities. A 

methodological review of every function implies that 

managers ought to gather and analyze the massive 

data associated with every unit that is within the 

school. Budgeting for the complex organization is an 

insignificant case [7]. Nevertheless, this form of 

budget does not compromise dangerous and 

complicated assumptions of program dominations 

over the entities. It does not change the organizational 

structure. It might hence be more suitable for small 

and developing nations compared to large and 

complex countries with various programs. 

ZBB has a variety of benefits and purposes if 

implemented well in schools in Ontario. When 

comparing it to the conventional line-time budgeting, 

it gives better information about the organizational 

activities. Additionally, compared to online 

budgeting, the zero-based budgeting process never 

attempts to change the structure of the program 

utilized by entities. It allows meaningful budget 

discussions, an improvement in the operational 

efficiency and effectiveness and improves discipline 

in budgets development [8]. Moreover, ZBB permits 

participation through low-level officials in the 

decision-making process of the budget. Furthermore, 

it allows all the concerned parties to review the goals 

and objectives of every unit in an organization. ZBB 
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needs justification and scrutiny for the present 

programs, establishes budget yearly, and gives an 

excellent way of making judgments concerning the 

programs actual value. 

ZBB starts from zero every year without any link 

to the past year’s budget, and every addition to the 

budget requires a justification. The funding is created 

through the division of operations into the units of 

decisions [9]. Specific components are subsequently 

aggregated to the decision packages based on the 

goals of the program, events, and agency units. The 

main objective of ZBB is to re-examine all the 

programs for every budgeting cycle to justify its 

application when a new budget is created. 

ZBB has three different strengths when 

implemented in Ontario, which make it useful. It 

moves the organizational away from the incremental 

budgeting; it rationalizes cuts on budget and is helpful 

in resource allocations within the departments. One of 

the weak points of the method includes being 

managerial driven. The second shortcoming of ZBB 

is that it fails to address service efficiency [9]. It is 

also assumed to require a lot of paperwork, and it is 

useful when appropriate performance measures are 

put in place. Advantages of zero-based operating 

budgeting include new programs that stand an equal 

chance of funding, management articulating 

initiatives, and encouraging a more significant 

understanding of the institution Disadvantages of 

ZBB entail being time-consuming, managers’ 

spending time on reselling star programs, and lack of 

recognition of continuing commitments. 

 

2.2. School-Based Budget (SBB) 
 

Under school-based budgeting (SBB), central 

office is responsible for forecasting the vast system 

revenue for financial year. After the task is finalized, 

total revenue is divided amongst the amount retained 

to fund the centrally administered initiatives. 

Programs like bilingual education, special education, 

and transportation might be operated efficiently in the 

main office. Likewise, specialized services like legal 

department need to be based at central facility. 

Method of allocating non-central office part of entire 

revenue in overall considers various factors [10]. 

After the calculations of the school amounts, the agent 

at the school site decides on how the allocated funds 

are going to be spent. 

School-based funding expresses actual authority 

for transaction of purchases plus short-term contracts. 

Instances of the probable expenditures’ categories 

include maintenance, training, cleaning, personal, and 

curriculum materials. SBB can be enforced without 

varying structure of management at the school 

ground. When the principal has all the power to make 

all decisions, the mode of conducting operations is 

implemented under school-based budgeting [11]. 

Even though SBB puts extra burden of budget 

preparations, responsibilities would be typically 

included in principal’s job description at charter or 

independent school. The trade-off is gaining control 

of decisions on expenditures plus savings in time of 

principle previously utilized in negotiating for 

resources with the main office in traditional budgeting 

structure. 

Primary goal of school-based budgeting is 

maximization of money available for education. One 

method of accomplishing the goal is for increment of 

funds’ allocations to the institutions in Ontario is 

through reduction of main office expenses plus the 

transfer of savings to facilities [10]. A different 

method of decreasing expenditures is through 

transferring decisions of spending to the agent of the 

school site who will be able to make better decisions 

on school expenditures. It is not realistic to expect the 

school-based budgets to produce improvement of 

outcomes of education. It appears that any successful 

implementation of SBB needs to include the 

successful implementation of the SBM. However, the 

SBB concentrations need to be confined to the areas it 

is meant for like school finance and be judged on the 

financial cost-benefit basis. 

It is improper to demand SBB improve 

productivity on education in Ontario. Other 

commentators have indicated that the method’s focus 

is not on saving of cost, but the increased production 

on education [11]. The term ‘cost saving’ is not clear 

and who is expected to benefit from it. It could be 

schools, central bureaucracy, or taxpayers. Rejection 

of first and second choices is understandable and 

almost certainly proposed by the commentators. One 

cannot presume that because resources have been 

utilized at the school level, it could be efficiently be 

allocated for the maximum impact on the learning of 

the students [12]. However, at minimum, every school 

if or not optimally allocated the resources could have 

more finances with necessary accountability that will 

develop a sufficient budget for the needs of the 

students. 

SBB goals are mainly mentioned in the 

implementation publications of school systems, and 

the SBM literature is mostly used for justifying the 

process of SBB. For instance, the often-indicated goal 

is to improve school leadership [18]. SBB also 

enhances the purchased programs developed at school 

level ownership. There is the anticipation that the 

increased discretionary fund encourages educational 

innovations plus fundraising at the school ground. 

Apart from fundraising, other objectives are not 

economical; the anticipated outcomes are not 

quantifiable. These kinds of purposes include the goal 

to rise in production in education [12]. Provision of a 

fundraising incentive, the process of SBB needs to 

permit the schools to retain the surplus and not deduct 

the amounts of fundraising quantities from the 

funding allocation of school. Effectiveness of the 

latter might be dependent on every socioeconomic 
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circumstance of school, a situation that might 

establish legal problems about district equity. 

Following acceptance of SBB objective, there are 

connected policy issues to resolve in connection to 

school-based budget commitment in maximization of 

economic efficiency. The technical task is the 

determination of the amount of allocation for 

financing every school [13]. It necessitates the 

development of allocation formula for political 

reasons needs to be perceived as unbiased. The best 

method is allocation uniform per pupil. Nevertheless, 

adjustments need variables like grade levels, school 

size, and age of school, service length, and past 

inequities. Allocation formula is complicated when it 

is adapted to local conditions. 

Policy decisions in Ontario schools need to be 

made in defining the scope of spending authority that 

is exercisable by school-site agent. When the facility 

is viewed as the decentralized loss and profit centre, 

as in the private sector, agents at school sites are 

responsible in the school operating result [13]. They 

need to be provided with maximum budget authority 

and responsibility in responding to the needs of the 

school and taking advantage of educational and local 

economic opportunities. 

In school systems, the main limitation for 

spending power needs termination and hiring of the 

teachers whose employment terms are governed by 

the collective bargaining agreement [16]. School 

being a loss and profit model needs not to be 

accountable for the capital responsibilities plus other 

items like maintenance of reserves, utilities, hiring of 

substitute teachers, staffing, and professional 

development. Those responsibilities need to be 

controlled by the agent at the school site. Apart from 

spending authority, school-based budget 

implementation needs to address if a school will be 

allowed to carry forward savings to the following 

financial year. It ought to be done without offsetting 

budgetary allocation of subsequent year. Capacity to 

save could serve as school incentive in engaging local 

fundraising. Likewise, SBB needs to address how the 

operating loss of a school is dealt with appropriately. 

In England, the respective system gives the maximum 

autonomy to the schools that even have the authority 

in making capital expenditures. Institutions have the 

power of changing amounts at various budget 

categories without acquiring any permission. 

School-based budget decentralizes the funding 

process and authority. Resources are distributed to 

individual sites with the budgetary allocation given to 

the school principal. The method permits alignment of 

objectives with resources [14]. It is deliberated as 

being practice for most schools. One of the strengths 

of school-based budgeting is that it includes those 

who best comprehend needs have the power in 

making decisions. Secondly, it gives greater 

accountability at the school level, and lastly, 

community plus staff are provided with the 

opportunity to have a voice. The weakness of SBB 

comprise of skills necessary for management process. 

Few officials at facility level undergo training to plan 

and oversee SBB. School-based budget can also 

amplify conflict. 

 

2.3. Cycle Based Budget (CBB) 
 

Cycle based budget is understood as the 

combination of zero-based budgeting and grant 

application. It was established to overcome the 

challenges of the ZBB and incremental budgeting 

model. On the use of the grant aspect, every new 

program needs to submit a budget request utilizing the 

online application form. During application, after 

filling out the budgets amounts and items, the request 

submitter requires to specify the measurable goals like 

raising the percentage of the students’ meetings the 

standard of math by 3% or lowering discipline 

referrals by 4% plus the number of years to attain 

these goals [14]. CBB extends the review of the 

program plus the decision cycle of the budget. It is 

also more flexible compared to the other approaches. 

The number of years is set on the application form; 

however, senior district leadership is responsible for 

final decisions that could either lengthen or shorten 

the cycle. The CBB expects the submitters in Ontario 

schools to be flexible and provide the number of years 

that is needed to attain the measurable objectives [15]. 

In the program cycle, performance and 

implementation data are reviewed plus monitored by 

the staff. It is done for adjustment purposes, but not 

by senior leadership of the district in making the 

decision. This aspect means that the program funding 

is secure except for when complications arise. At the 

end, if the program accomplishes the goals and 

continues to align with priorities of district, it will be 

evaluated with consequences of budget. 

CBB model also improves the present accounting 

system by enabling the district to look at the budget 

from a different angle. Budget decisions and 

discussions on flexible spending mostly revolve on 

programs. After a plan is approved, nevertheless, the 

expenditure is frequently broken down into the items 

of budget and recorded utilizing the corresponding 

code of accounting [17]. Accounting system permit 

districts to track spending and provide an answer to 

questions like how much money is spent on services, 

salaries, supplies, and benefit of budget allocation. 

Nevertheless, if it fails in linking district’s spending 

to concentrated areas and advancement plans, it is 

impossible to establish where the money is utilized 

appropriately. 

Via the online application, CBB gives the missing 

link through allowing the district to track spending 

around the district strategic execution and planning. It 

also provides answers to questions like how much 

money was spent on discipline, math intervention, or 

literacy advancement. Most significantly, it permits 
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the district to evaluate the return on the investment by 

looking at if the spending led to projected outcomes 

[19]. In overall, three main features of CBB assist in 

creation of space and time needed for the initiative to 

be planned thoroughly, closely monitored, 

implemented carefully, and reviewed. 

Comprehensible expectations are set at the beginning 

of the project, while accountability is demanded at the 

end [16]. Finally, limited monetary resources can be 

allocated depending on program’s impact and 

implementation, hence making flexible spending. 

 
Figure 3. CBB Illustration 

 
Challenges of cycle-based budgeting include 

being time-consuming, and programs which will are 

no longer aligned to the strategic priorities of the 

district will be affected. The conflicting role of 

administrators in making hard decisions concerning 

the process of the budget is another challenge to cycle 

based budgeting. However, overcoming these 

challenges could be achieved by measuring the 

students’ academic outcomes of each program to 

determine its effectiveness and alignment with 

board’s priorities. CBB also could benefit from 

employing National Center for Education Statistics 

(NCES) accounting model, which assists with 

tracking of spending of each program by addressing 

the deficiencies of the approach [20].  

 

3. Conclusion 
 

The paper focused on comparing and contrasting 

cycle-based (CBB), zero-based (ZBB), and school-

based budgeting (SBB). Firstly, ZBB refers to a 

budget-creation mechanism, which advances 

managerial control over agency funding requests. 

ZBB consists of specific strengths, which include 

moving the company away from incremental 

budgeting, rationalizing cuts on budget, and assisting 

in resource allocation within departments. However, 

it is weak seeing that it is managerial-driven. 

Secondly, under the SBB, the organization’s central 

office helps to forecast system’s vast revenue for 

financial year. SBB also has strengths, and one of 

them is that it includes individuals who comprehend 

needs well and can contribute to decision-making. 

Nonetheless, local managers can struggle with SBB, 

and it can increase conflict. Thirdly, challenges of 

CBB are that it is time-consuming, and programs 

which are no longer aligned to strategic priorities of 

the district could be affected. However, CBB helps in 

decentralizing power. Research shows that 

decentralizing four key resources (power, 

information, knowledge, and rewards) can enhance 

organizational effectiveness and productivity [21]. In 

addition, fairness is another important issue.  CBB 

deliberate this with more schools allocating resources 

according to their own core values [21]. Finally, 

among the three approaches, CBB is the best to utilize 

in Ontario schools because it applies decentralized 

funding and is fair. 
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