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The New Theoretical Assumption of Zero-Based Budgeting
—A Collaborative Exploration of Theoretical Trajectory and China’s Practice

Zhang Ping Gou Yannan Pang Qingyue Tian Ye

Abstract: From its positioning within the budgetary mechanism, this paper deconstructs the theoretical essence and
practical logic of zero-based budgeting, and discusses the necessity and feasibility of applying zero-based budgeting in
the context of China’s current situation. Zero-based budgeting allocates resources from zero as a starting point to avoid
“path dependence” and “inertial growth”, but it also requires specific conditions for effective application. We propose the
theoretical assumptions that the inherent features of zero-based budgeting determine its dual nature of “strategic nodal
necessity” and “dynamic partial applicability”. The “strategic nodal necessity” manifests when zero-based budgeting
approach serves as a critical instrument to disrupt incremental budgeting patterns during pivotal phases of governmental
strategic transformation. Due to the operational costs, implementation challenges, and diverse nature of budget items in
zero-based budgeting, it is difficult to maintain comprehensive coverage over the long term in practice. Instead, “partial
screening” based on policy-project characteristics can be adopted, reflecting its “dynamic partial applicability”. These
hypotheses are substantiated through systematic analysis of international practices. Contemporary China confronts
tripartite challenges: governmental strategic restructuring, budgetary performance enhancement, and fiscal sustainability
maintenance. Zero-based budgeting approach emerges as crucial mechanism for optimizing fiscal expenditures, yet
its implementation should transcend mechanical “zero-base reconstruction.” The reform should promote the shift from
“inertial allocation” to “strategic-driven” fiscal resource allocation while maintaining strict cost control. Accordingly,
this paper proposes a threefold reform pathway: establishing categorical review mechanisms, leveraging advanced
technologies to reduce operational costs, and advancing zero-based budgeting reforms that facilitate fiscal capacity
upgrading, managerial paradigm shifts, and governance modernization.

Keywords: Zero-Based Budgeting; Theoretical Assumption; Stage Characteristics; Governance Transformation
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