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Back to the Basics: What is a Budget? 

A budget is a plan described in monetary terms 
that shows the revenue expected by an 
organization and the allocation of expenses in 
order to achieve organizational goals and 
objectives

 The budget process translates “qualitative” vision and mission 
statements, and organization strategies into action plans

Disclaimers:
1. These slides refer to the operational budget
2. These slides do not represent an official MRFA position



Why do Organizations Budget? 

 A budget is the most accurate translation of the vision 
and mission statements of an organization. 

 A budget facilitates effective organizational planning

 A budget provides benchmarks to establish efficiency 
in use of resources (performance management)

 With a budget an organization can easily monitor cash 
flow and identify departures from plans. 

A road map

A monitoring tool



Basic Questions on the “Why”: 

Over the last three years, how has MRU 
performed with regards to its Strategic and 
Academic Plans?

Over the next three years what does MRU 
need to do (as best as possible) to carry out it’s 
Academic Plan? (Planning to Flourish 2017 – 2022)



Why involve GFC in the Budgeting Process? 

 Under the PSLA, MRU operates under Bicameral Governance. 
 The Board and General Faculties Council share & balance 

power within the University

 This process managed by administrators

Board of 
Governors

(Business policy decisions)

General Faculties 
Council

(Academic policy decisions)

Advice 
Recommendations



Why involve GFC in the Budgeting Process? 

Note the overlap: 
It is impossible to decouple the academic 
affairs of a university from the budget.

 In fact, the PSLA (26-1-o) states that: 
GFC has the power to make recommendations 
to the Board on matters within the Board’s 
purview including “the budget”.



Specifically, GFC is likely to be concerned with:

1.How the budget aligns financial resource allocation 
with strategic/academic goals. 

2.How the budget aids academic planning and allows 
MRU to navigate through various financial situations.

3.Whether the budget process is evidence based, 
transparent, and accountable.

4.Whether the budget provides employees with the 
right incentives to meet institutional goals and 
contractual commitments.



Budgeting and Organizational Trust at a University 

 Universities are institutions designed both to educate and to 
develop new knowledge:
 these are objectives and outcomes which are difficult to quantify. 
 the relationship between resources expended and these outcomes 

are fuzzy at best. 

 The result is that in universities the distribution of resources 
can easily be significantly influenced by authority, power, and 
politics (Simmons 2012). 

 In such an environment, the budget process itself can have a 
huge impact on the level of organizational trust 
 We have seen this at MRU: http://blogs.mtroyal.ca/mrumedia/2016/03/



Newsflash: VP leaves Mount Royal University in middle of budget dustup

Reid Southwick, Calgary Herald 
March 29, 2016 

A top executive at Mount Royal University was no longer in the position 
Monday, as the institution faced a budget controversy that riled the faculty 
association, which had planned a non-confidence vote in senior 
administration.
……
The vice-president’s departure comes as the university’s faculty association is 
raising fears that proposed budget cuts, estimated at $4.3 million, threaten 
to increase class sizes.
…….
the head of the faculty association said it hoped the move would usher in 
smoother relations with the university’s administration after conflicts over 
the budget.



Budgeting and Organizational Trust at a University 

 Benefits of High Trust:
1. More effective communication
2. Increased cooperation 
3. Reduced resistance to change 
4. Increased motivation, satisfaction, engagement and focus 

 Problems with Low (or no) Trust:
1. Dysfunctional behavior
2. Increased transactions costs (search, bargaining, monitoring)
3. Very difficult to regain high trust

Trust is an important factor for organizational 
success and stability (Cummings and Bromiley 1996)



The How: Budgeting Models

Budgeting Models fall on a Broad Spectrum

Each of these budgeting models have their own advantages and 
disadvantages.



Where MRU is ?- Incremental Budgeting

 Incremental budgeting takes last year’s actual figures and 
adds or subtracts a percentage to obtain the current year’s 
budget.

 It is the most common method of budgeting because it is 
simple and easy to understand. 

 Equitable sharing of resources reinforces campus culture 

 Minimal disruption from year to year minimizes political 
squabbling 



Linking Strategy to the Budget at a University 

Source: University of Sydney:  http://sydney.edu.au/finance/docs/Linking_Strategy_Budget.pdf



Examples of Advice GFC can give

Budget 101 and 201 presentations. Do they work? 
 (increased understanding, increased participation, increased trust)

How numbers should be (internally) reported
 On a “per FLE” basis; on a percentage change basis; trends

The Activity/Performance Drivers which need to be 
clearly stated

Criteria for “tough” budget decisions which should be 
communicated broadly and beforehand.



A GFC Standing Committee: BFAC 
BFAC’s Terms of Reference
The Committee shall:
 participate in a budget and finance-related orientation session in order to 

achieve common understanding of institutional processes …
 review university financial statements and reports to help understand the 

alignment of resources with the priorities of the strategic plans…
 during key phases of the budget development process, receive information 

and provide advice on alignment of resources with the priorities of the 
strategic plan...

 provide advice on the budget framework document …
 provide advice on institutional budget process, financial reporting 

mechanisms and communications for GFC and the wider Mount Royal 
academic community, where possible, to assist with clarity and 
understanding of the information;

 evaluate the financial viability of proposals for new and substantially revised 
programs of study and provide advice to GFC;


