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<Abstract>

A Study on Introduction of Performance-based Budgeting

System by National University in Korea

Ko, Weon-Bok

Department of Accounting
Graduate School of Business Administration,
Cheju National University
Jeju, Korea

Supervised by Professor Lee, Sang-Bong

A performance-based budgeting system that has been introduced into Korea
since 1999 when the Ministry of Planning & Budget initiated to adopt the
system was iIntended to reform the conventional commitment-centered System
which was designed to compile the budgets by controllable items. Despite the
benefits of commitment-centered budget system offering the convenience in its
allocation and operation, it proved to be less effective in improving government's
budget execution practice as well as has the limit of its own In managing the
performance in a specific manner as eventually needed in the government
project. Moreover, it will easily tend to follow outdated practice in budgeting,
and the lack of flexibility among the items in the process of controlling will

hardly lead to the internal endeavors to enhance the effectiveness and efficiency.
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Performance-based budget approach, in contrast, is expected to evaluate the
increase in government expenditure and its cost effectiveness and efficiency,
thereby, accomplishing the goal of government budget execution. To that end, it
compares government financial performance with the budget so as to be able to
upgrade the productivity of public sector, reductions in budget, strengthen the
self-control authority in budget operation, which will eventually lead to achieving
responsibility management and generating the motivation toward policy

development.

In preparation for introducing performance-oriented budget system into
national universities, this research hereby recommends a trial operation, building
an Information management system, encouraging members’' participation and
agreement, Introducing a merit system and double bookkeeping, restructuring and
changing human resources management system and bylaws.

Reforming budget system needs to be implemented on a gradual basis, taking
a lesson from the failure of budge renovation in the past, rather than pushing
for drastic changes. The attention also shall be given to the fact that even the
performance-based system contains its own problems in it, and the some that
has yet to be proved or identified. Particularly, when a performance-based
approach is adopted by national universities, the success is certain to be largely
depend on whether or not the indices and information system that will be
producing accurate data and outcome in response to traditional abstract and
various concepts will be made available.

We should keep in mind that the even the Florida State had to wait for as

long as seven years before the system has laid its foundation.
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