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In 1990, within the framework of an overall effort to
strengthen government financial management in China, several
provinces and municipalities have introduced in their budgetary
practices some elements of zero—base budgeting(ZBB),a method
that was developed in the United States. After a few years of ex-
perimentation,it was found that the improvements in budgeting
achieved with the help of ZBB were signifieantly different from
province to province and from municipality to municipality.

There are two plausible explanations for these differences .
One explanation is that budgetary methods and practices were
more advanced in some provinces and,therefore,the application
of ZBB brought about improvements greater than in other
provinces. The other explanation is that the understanding of
ZBB methods and techniques,as well as of the requirements for
their application,were perhaps not the same everywhere,

In view of this situation,it became evident that a formal ex-
planation of the principal elements of ZBB was needed ,together
with a summary of the ongoing experiences in China’s provinces
and municipalities. It was felt that a book on this subject would
help to ensure a better application of ZBB methods and tech-
niques and,in the end, would improve budgeting in a greater
number of provinces and municipalities.

The present baok was prepared by offcials of the Depart-
ment of the Budget of the Ministry of Finance ,People’s Republic
of China. It is based on materials proviced by the staff of the Fis-
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cal Affairs Department of the International Monetary Fund,in
the course of two seminars organized in Washington for Chinese
officials in 1995 and 1996. This book provides information on the
theory and practice of ZBB in the United States as well as on its
application in several provinces and municipalities in China. The
English-language materials obtained in Washington were trans-
lated and edited by officials of the Department of the Budget.

The first version of ZBB was prepared at the U. S. Depart-
ment of Agriculture in 1962. In 1971,it was put into practice in
the private sector,notably ,at the Texas Instruments ,Inc,and in
other major companies —principally in the manufacturingsector.
ZBB was introduced in the State of Georgia in 1973 ,under Gover-
nor Carter. After becoming President, Carter. kept a promise
made during his campaign and introduced ZBB in the Federal
Government as of the 1979 fiscal year . At the same time,ZBB
was also applied in several cities and states. A study made in
1978 found that 35 cities and 12 states were using ZBB with
varying degrees of success. After the change of administration in
1981, the experiment at the federal government level was aban-
doned.

ZBB provoked an extraordinary variety of reactions. It was
welcomed by some as the perfect solution to the ever increasing
size of the federal budget. Others,however,were lessgenerous in
their appreciations — a leading financial journal called it a
“fraud. "The authors of the present book are of the opinion that
such views are extreme. They believe that a judicious application
of ZBB methods and techniques will contribute to the strengthen-
ing of public expenditure management in China. It is their hope
that after a careful reading of this book ,readers will be similarly

2



convinced.

This book is dedicated to officials of those provinces and
municipalities where the experimentation began in 1990. Their
valuable experiences will contribute to the broadening of public
expenditure management reforms. and, more importantly will
help others to overcome the many obstacles that are always pre-
sent when reforms are introduced. It is also dedicated to those of-
ficials who are now joining the effort, may this book facilitate

their task .

v, /L
* '—\n
?lQ“ Z P

.. Garamfalvi

Advisor

Fiscal Affairs Department
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