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The Success Factors of the Performance—based
Budgeting Introduction on Local Government

Jung, Soon-Yeo - Leem, Tae-jong

Abstract

Performance-based budgeting(hereafter PB2) is supposed to improve efficiency and
effectiveness of public organizations. Governmental PB2 is based on output flow rather
than input flow. Since 1990s, many OECD nations including New Zealand and the
United States have been changing their budget system to PB2.

The Korean Government has been using input-based budgeting focusing on the size
of expenditures. In 1999, The Ministry of Planning and Budget(hereafter MPB)
conducted pilot projects for divisions or agencies of governmental departments for the
purpose of improving efficiency in expenditure, rationalizing budget allotments, and
inducing budget savings.

However, performance budgeting may also have problems in terms of measurement
and application. Due to the fact that public goals are abstract and may vary, it is
difficult to induce performance indicators from public goals. There also seem not to be
any performance indicators which correspond with the conditions of desirable
indicators, such as validity, reliability, clarity, practicality, controliability and so on. In
terms of applying an original budgeting plan, the difficulty of linking performance and
budgeting, the appearance of unintended negative effect and externalities, and the
repulsion of subordinated agencies are expected.

Now days, local government is going to introduce PB2. Same problem may happen
in the local government. And Therefore, the objectives of this paper are to introduce
PBZ onlocal government and review a alternative strategy with the purpose of smoothly
settling performance budgeting on local government. That is the linkage of Balanced
Scorecard(BSC) and PB2.

Key words : local government, Performance based Budgeting(PB2),
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