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Construction of Compatible Performance Incentive Mechanism
Based on Compilation Standard and Process Reengineering

Tong Wei

Abstract: The current budget management model in China has typical incentive incompatibility. Although cost-
saving and efficiency-enhancing are conducive to the improvement of social benefits, they are not conducive to
the improvement of departmental interests. Budget departments do not benefit from the savings of funds and the
improvement of efficiency. On the contrary, their department budget will be cut down because of the reduction of
fund balances, and their department performance will be deducted because of the unfulfilled expenditure targets.
This kind of management mechanism rewards capital waste and punishes benefit promotion. It opposites the
interests of departments and society, and at the same time runs counter to the core requirement of performance
budget to improve government behavior mode, to improve the efficiency of fund use and to provide more adequate
and high-quality service to the public at lower cost. We should change the basic unit of budget compilation,
optimize the process of budget performance management, perfect the budget reward and punishment mechanism,
construct a compatible budget performance incentive mechanism, and induce departments to choose the best
social behavior while maximizing their own interests, so as to achieve the common promotion of social benefits
and departmental interests.
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