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In recent years, many papers have proposed the government department budget audit
should be transfered from compliance audit to performance audit, but it is a rather
weak field that how to construct the framework and the theoretical basis of Chinese
government department budget audit model, which handles the relationship between
compliance audit and performance audit, jointing the budgetary output and out-
comes. This paper focuses on government department budget “output-oriented, sup-

i

ported by outcome ” performance audit model which is based on the balance of com-
pliance audit and performance audit.

The main framework; Chapter 1 introduces the research background, literature re-
view, research methods, choice of theoretical basis and the outcomes. Chapter 2 and
Chapter 3 are the theoretical framework of this paper. The compliance and performance
based on principal-agent theory. are modern government budget management goals and
government departments’-accountability contents. The government department budget
audit plays an irreplaceable role to make government departments’-accountability clear-
ly. The compliance audit and performance audit are two types of the government de-
partment budget audit, namely working for budgetary control and budget perform-
ance. Audit is a tool for government departments to achieve budgetary control and per-
formance goal. Chapter 4 describes the history and current situation of Chinese central
government department budget audit, and analysis of the objectives, content, features
and outcomes of current central governmental department audit. Chapter 5 points out
that the development of Chinese central government department budget management
has new demands on the audit. Against the background of the increasing amounts of

the central government department budget, the deepened reform of departmental budg-
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eting, the increased transparency of department budget, more public concern with
budget performance and the current compliance audit in the central government depart-
ment budget audit do not meet the objectives of budget management develop-
ment. Chapter 6 is the main innovation of this paper. The chapter focuses on Chinese
central government department budget audit development. It points out that the trans-
formation from compliance audit to performance audit is in line with both international
trends and the requirements of Chinese government department budget reform.
However, in the process of changing to the performance audit, China can not abandon
the compliance audit, because the central government department budget implementa-
tion has quite serious problems. China should balance the relationship between the
compliance audit and performance audit. In view of the fact that the relationship be-
tween budget compliance control and performance-oriented is a certain contradiction
the paper proposes that the compliance audit should be transfered to risk control from
line-item control, which is an effective way to solve contradiction between budget
compliance control and performance-oriented. And, the central government department
budget performance audit should be established as “output-oriented supported by out-
come” mode for the evaluation of the accountability objectives. Because output is point
in the relationship among input, output and outcome. Although the outcome is the clo-
sest factor to the public expectations, the output is easier to measure and better to re-
flect the government department budgetary accountability . The central government de-
partments are only accountable to the budgetary resources which are under their con-
trol. Government budget audit is the basic meaning of accountability. The paper con-
structs the “output-oriented, supported by the outcome” performance audit evaluation
index system. Appendix describes the U. S. federal government budget audit experi-
ences, the procession of “compliance audit—performance audit—compliance audit
and performance audit” .

The main contents are; the government budget is to determine the carrier of govern-
ment accountability. In a democratic society, the relationship between people and the
government is a principal-agent relationship. People are the principal, and the people’s

tax money is the government budgetary resource. Using budgetary resource, the gov-
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ernment needs the people’s appropriate. Authorized by the legislature, the people grant
the power to government of using budgetary resource, and grant the government’s ac-
countability. How to use budgetary resource and the result of that (how to spend the
money and how well spend), are two points of government accountability. People
asked for the use of budgetary resources is compliance/regularity , and the outcome of
budgetary resources is performance. Budget compliance and performance of the gov-
ernment of budgetary resources are not only the two points of the government’s ac-
countability, but also two basic objectives of government budget management.

The concept of government’s accountability includes rich contents, but the core is the
accountability of government department. Departmental budget is the core of the gov-
ernment budget. Modern government is a multi-agency budget management related
chain relationships. After appropriation to the government budget from the legislature,
the government appropriates budget to departments. Government departments play an
important part in the principal-agent chain. Legislature appropriates budgetary resources
to government in broad terms, but the government appropriates budgetary resources to
department in details. It is the first time to make budget in details in the principal-agent
chain, which determines the total government budget allocation framework. The gov-
ernment department’s budget contract is the most important budget contract. If the ac-
countability of government department is not clear, the accountability of government
as a whole is not clearly to specific issues, and is only a general concept. Only from
government department accountability, we can be clearly to define, monitor and eval-
uate government’s accountability. Therefore, the accountability of government depart-
ments is the cornerstone of government accountability.

Because a principal-agent contract is not complete contract, agency problem will in-
cur. In the multi-agency chain, the agency problem is the most prominent in the gov-
ernment department. For this is an internal market between government departments
and the budget sponsors, the supply and demand of government budgetary resources
don’t play roles in a competitive market. It is a bilateral monopoly relationship. In the
circumstance of asymmetric information which is caused by the incomplete contract,

the government information department has obvious advantages. The moral hazard and




