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Optimizing Fiscal Expenditure Structure
and Promoting Its Efficiency

Opening Speech by Mr. Feng Jianshen,
Assistant Minister of Finance, at the International
Symposium of the Optimization of Fiscal Expendi—
ture Structure and Fiscal Expenditure Efficiency

( Substitute for Preface)

Good morning ladies and gentlemen, friends.

Hereby, 1 declare open of the International Symposium of the
Optimization of Fiscal Expenditure Structure and Fiscal Expenditure
Efficiency held by Ministry of Finance, P.R.C.. It is of great sig-
nificance for the promotion of China’s increasingly deepened fiscal
structural reform that the experts and scholars from at home and
abroad gathered together in the historically famous cultural city of
Suzhou, to jointly discuss the fiscal expenditure management prob—
lems. This symposium is also the continuity of the su-—project of
Public Policy Options Project of “China’s Fiscal Expenditure
Structural Adjustment and Optimization” cooperated by China’s
Ministry of Finance and Canadian International Development Agency
( CIDA). Then, on behalf of Ministry of Finance and in my own
Id like to express our warmest welcome to our Canadian

Ms.Swan and Mr.Langlois,

name,
cooperative counterparts—Mr.Fonberg,
experts from World Bank, International Monetary Fund, Organiza-

tion for Economic Cooperation and Development, experts and schol-
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Optimizing Fiscal Expenditure Structure and Promoting Its Efficiency

ars from universities, research institutes and related central depart—
ments, representatives from finance bureaux of various provinces,
autonomous regions, municipalities and cities. And Id also like to
express our sincere appreciation to Jiangsu Provincial Finance Bu-
reau, Suzhou Bureau of Finance and Dongshan Hotel who have
provided great support to this symposium.

Twenty—two years have passed since China adopted the reform
and opening policy, and achievements that attracted worldwide at-
tention have been made. China’s reform and opening based itself
on its actual state condition, and it has adopted the way of mak-
ing progress gradually, after actively absorbed the international ad-
vanced practices and experiences. Through reform, the highly
centralized planed economy system has been broken, and we have
established in a preliminary way a framework of socialist market
economy system that full of vigor and vitality. This has contributed
to the rapid development of national economy, great increase of the
overall state strength, and the obvious improvement of people’s liv-
ing standards. In 1999, China’s Gross Domestic Product ( GDP)
has reached RMB825.4 billion Yuan. And in the first half of
2000, China’s GDP has amounted to RMB394.91 billion Yuan,
an increase of 8.2% over the same period of 1999.

Fiscal reform plays an important role in China’s economic

structural reform. In over 20 years, China’s public finance has

broken the traditional system of unifying income and expenditure

and has carried out a series of important and effective reform ex-
ploration. In particular, in 1994, we carried out the tax system re—
form and the fiscal system reform of separating the tax system of
the central government and that of the local one. This is a mile-

stone in new China’s fiscal and tax system framework, which has

laid a foundation in an early stage, China’s fiscal and tax system

framework that suited to the requirements of socialist market econo-

my development. In the same way, it has brought active factors of
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Optimizing Fiscal Expenditure Structure and Promoting Its Efficiency

the ceniral committee and the local ones into play, and has re-
structured the fiscal revenue operation system. From 1994 1o
1999, the national fiscal revenue increased over RMB10O billion
Yuan annually. In 1999, total national fiscal revenue reached
RMB1.1377 trillion Yuan, accounting for 13.9% of GDP, with the
central fiscal revenue accounting for 56.2% of the national fiscal
revenue. The constantly increased fiscal strength in China has in—
tensified the fiscal macro regulation ability greatly, and vigorously
promoted the development of national economy and various social
undertakings.

Since 1998, the Chinese government has strengthened and
improved macro regulation in the light of the new situation of
Asian Financial Crisis, and has implemented active fiscal policy
and stable monetary policy for three years in succession. This has
successfully surmounted the difficulties brought about by the Asian
Financial Crisis, and effectively driven the domestic demand. Since
2000, important changes has been taken place in the national eco-
nomic development, with each reform carried out smoothly, espe-
cially, the reform of the state owned enterprises has made great
progress, with the enterprises’ economic results improved outstand-
ingly. Taking into consideration of the general factor of the domes-
tic and foreign factors, from now on, China’s economy will con-
tinue to maintain a sound development trend, which will create fa-
vorable environment and conditions for further practicing fiscal re-
form.

With the establishment of socialist market economy system,
and the determination of setting up public finance, China’s fiscal
reform has entered into a new stage of putting fiscal expenditure
management reform as the focus. Optimizing fiscal expenditure
structure and improving fiscal expenditure efficiency are important
and urgent tasks for China’s fiscal management system reform.

Since the second half of 1999, the Chinese government started to
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Optimizing Fiscal Expenditure Structure and Promoting Its Efficiency

carry out the fiscal expenditure management reform with the budget
management system as the main content of the reform. We will
continue to stick to the principle of gradual reform, since the fis-
cal expenditure management system touched upon a wide range of
areas, with complicated situations and high requirements for tech-
nology, and cannot be achieved in one step. We will actively ex—
plore and make full trial experiments to make steady progress,
and strive to establish a scientifically managed, open and trans-
parent fiscal expenditure management system that optimizing struc-
ture, and stressing efficiency, after several years of hard work.
And ultimately set up and improve the public fiscal framework that
suited to the requirements of socialist market economy development.
The main tentative plans are.

Firstly, energetically adjusting the current fiscal expenditure
structure in accordance with the requirements of public finance.
First of all, carefully analyze and assess the current expenditure
structure, and put the publicly needed expenditures into fiscal sup—
ply, and on the basis of the available state finance strength, to
define the scope, order and emphasis of the fiscal expenditure ar-
rangements in all levels. As to those non-publicly needed expendi—
tures, we should reduce the funds supply step by step until finally
stop this supply, and promote those areas into the market. As to
the scope of those quasi-publicly needed expenditures, we should
also study the pattern for improving their management, to consci—
entiously promote efficiency.

Secondly, to practice department budget, and detail the bud-
get contents. In the past, China’s budgets were prepared according
to the functions of funds, so it is comparatively easier and not
transparent, one department could apply budget funds in various
channels. Since 1999, we have tried to prepare department budget,
and detail its contents, to grasp the complete picture of fiscal ex—

penditure of various departments, which are conducive to the
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strengthening of budget supervision and management, and the in-
crease of the effectiveness of funds usage. In order to handle this
affair well, we are making the best use of our time to study the
revision of the items of budget expenditure, and the definition of
the standard expenditure quota.

Thirdly, to reform the funds allocation patterns, and imple-
ment centralized single account system for treasury. At present, the
allocation of our budget funds adopts the expenditure pattern of
opening many accounts, and allocating by degrees, which resulted
the occasionally occurrence of too many links for allocation, dis—
persed management, holding back, squeezing, and misappropriating
fiscal funds. To change this situation, we will adopt the centralized
single account system for treasury that has been used by Canada
and other developed countries for a long time. The Ministry of Fi-
nance of China set up the national treasury department in the
structural reform in 2000. And unitarily in charge of the income
and expenditure of the budget and off budget funds, and of mak-
ing experiments of centralized expenditure for salaries, some gov-
ernment procurement and part of the construction projects, which
will be popularized after achieving experiences.

Fourthly, to improve the expenditure management measures,
to achieve management modernization. Government purchase and
zero—base budget are comparatively effective ways created by for-
eign countries for the purpose of strengthening fiscal expenditure
management, which are being implemented gradually in China.
From the situation of the pilot government procurement system,
we can see that 15% to 20% of the funds could be saved. More-
over, we have stressed importance to the use of the computer and
network technology in fiscal management, to pay close attention to
software development and network construction, to speed up the

fiscal management modernization.

Fifthly, to strengthen fiscal supervision inspection, and stress
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the follow—up of the effectiveness. We have practiced the overall
supervision over budget preparation through budget operation. To
introduce efficiency standards in budget management, and analyze
the cost benefits and assess the achievements and effects, to shift
the focus of the supervision inspection to the examination of con-
trolling funds usage before the events, following the trail of it dur-
ing the events, and the afterwards benefits.

From certain points of view, fiscal expenditure reform is more
complicated than fiscal revenue reform, and the task is more ardu-
ous. The above mentioned tentative ideas for the reform are only
preliminary ones, which need to be further revised, complemented
and improved after fully hearing the comments and advises from
the experts at home and abroad, and the opinion from various re-
gions and departments, so as to make them more feasible. And
that is also the purpose of convening this international symposium.

Ladies and gentlemen, I hope the foreign experts could speak
out freely, and introduce us the successful practices and experi-
ences in this regard. And the domestic experts from famous univer—
sities and research institutes could present their high-level study
achievements. While the representatives from provinces, autouomous
regions, municipalities and cities could try their best to provide
their experiences accumulated locally, so that we can say what’s

in our minds, to carry out wide range of communication, and

probe into the problem thoroughly.

Finally, I wish every success of the conference.

Thank you for your attention.

( September 27, 2000 in Suzhou )
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