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ABSTRACT

Government budget is a group behavior through non — market mechanisms to com-
plete the allocation of resources, such behavior runs throughout the entire process of
the collection, distribution, operation and performance evaluation of public funds.
Whether the conduct norms or not determines the effect of these funds, and even de-
termines the economic and social development prospects of countries.

If the process and the outcome of budgetary behavior change, how to interpret
these changes has become the new direction of theoretical research. As a core public
power, budgetary power is a key element to explain the various budget acts, any budg-
et decision — making is associated with the political process because of its public na-
ture. To ensure the rationality and validity of this process, it is necessary to define
reasonably the authority of acquirement, the implementation and supervision for public
resources. Different allocation patterns of budgetary power will form different budget
systems and different behavior patterns. In other words, the allocation of budgetary
authority is the most basic nature for the behavior choices.

Local governments spend more than 70% budget which provide effectively region-
al public goods, and they are the main innovative entities in practice. In this book,
provincial budget process is described in chronological order, as well as according to
the order of the parties involved. From the outside look, the National People’s Con-
gress is the final approver or the resource protector; but from the inside look, the
heads of government are the protectors of public funds.

Through the description of budget process, we will have a more intuitive under-
standing on local governments’ fiscal behavior patterns which depend on the split mode
of budgetary authority. Specifically, the budgetary power is allocated along two paths,

one is between the public sectors within governments and the other is between the par-
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ties involved, the former can be called vertical allocation of budgetary authority, the
latter is; known as the horizontal configuration of budgetary authority.

First of all, viewing from the vertical perspective, we summarize il as the limited
autonomy because of “one — way movement” quality; secondly, it shows the non — e-
quilibrium nature from the horizontal dimension.

Thus, the principle that every level of government has a corresponding budget is
difficult to maintain in the face of the reality which budgetary authority is misplaced.
Under circumstances of many constrained rights, local governments at every level have
to face greater pressure on revenue and expenditure. In order to release this kind of
pressure, such behavioral performances are taken place: one is opportunistic hehaviors
from inside system; the other is expansion behaviors from outside the system. By this
way, they have expanded the autonomous decision — making space to the greatest ex-
tent.

Similarly, the imbalance of budgetary power has inevitably led to distoried behay-
lors in budgeting — making, budgel implementation and supervision areas, including
“insider” control, the conspiracy and corruption.

Based on the above analysis, solutions have been found to remodel the budget
power of the parties involved.

For example, redefining the functions range of each level of government, moving
down the power center, improving the intergovemnmental transfer payment system with
the principle of “money and expenditure to match” , establishing budget management
system with long — term stability and a two — way bound, all of these are the keys to
balance the budget right of the original system. At the same time, we should return
the autonomy of local budget revenues and expenditures, give local governments the
dominant position, endow provincial governments the necessary tax legislative power,
weaken interventions and expenditure limitations from the central government, and re-
verse the passive position of local budgets in a formal system.

As for remodeling process of the parties involved, that is a re — adjustment
process of the discretion rights among the different stakeholders. Generally, it in-
cludes the following three ways: first of all, shifting the control power of public funds
to the supervision side; second, integrating the administrative internal “fragmenta-
tion” power structure; third, perfecting the external institutional environment — related.

In fact, the government budget embodies the interests within the authority alloca-
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tion, all changes will be directly related to the balance of political interests, and will
cause the redistribution of financial resources, readjust inevitably the patterns of dis-
tribution both in interest and power. Only the budgetary structure of mutual balance
and coordination has been established, complemented by conferring on a clear budget-
ary power with the-corresponding responsibility simultaneously, can we be established
a budget system which regulate the government behaviors, these are the critical ways
to succeed the budget reform in China.

Key words: Budgetary power; Non — equilibrium; Budgetary behavior
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