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[Abstract]

Improving the Budgeting System of Local Governments

- Focuzing on the Cost Calenlations for the Performance

Measurement -

The purpose of this research is to improve the budgeting systemn of Korean
local govemnments, focusing on the cost caleulations for the performance
measUremet.

It s well known that the government reform can come up with very
suwcessful achievernenis when both the adroinistrative reform. and the financial
reform ate infer-related each ofher apd purssued simdtaneously.  Howewver, the
current Korean situation is far from it Tt is the firoe fo inifiate a financial reform
and, arnong other tings, te priority of the reform showd be given o the reform
of the budgefing and accounfing system of the local govertments. The current
budgefing and acounting systerrs of local governments as wel & centrad
government in fact have variows problens including lacks of informations on the
fiscal posifion and performance of the govertment's finance.

Recognizing these facts this research particulardy focused on finding betfer
ways for the local budgefing system in the near fufure. Under the study purpose
this research has been conducted as follows. The first chapter is an infroduction
of the stdy and the second chapter concenfrates on the relevant theoretical
perspecives and experiences of the foreign couwnfries including the USA, New



Zealard, and Tapan in regard to the hudgetrelated performance mesurement.
Chapter 3 deals with the reality of the local hudgefing system of Korea.

I we triefly describe on the problems of the local budgefing system found in
the study, they are

(1) There are few imstruments which link the relationship befween the
performatce measurement apd budget systern.

(2) Thete are no mechanisms or concepts for the caleulation of tofal costs of
the budget execufion.

(3 Cost informations on the direct costs are limifed and the cost informations
an the indirect costs  are hard fo obfan.

() Tt is difficulf fo obtain informations on the fme status of local finance and
performatee sinee the accounfing system is based on the cash based single-enfry
hookkeeping sysiem. Cenerally, the Korean local govermments do ool have
acconfing informations such as assefs, liahilifies, nef assefs, and efe.

Chapter 4 is the main chapter of this study and the followings are major
palicy suggestions based on the research and analysis dove by this study.

(17 The Budget struchire needs (0 be changed so that the various relevant cost
informations can be obtained. Specifically, a2 mew budget ifern covering the
projects or programs needs (o be developed and posifioned befween the curent
divisionHang) and  sub-divisionMok)

(2] Affer establishing a new budgef ifem, if is necessary fo establish the goals,
objectives, and strategies and link them (o parficular programs  which is essenfial
to the messwernert of the performance of each  project of the department.

(3) To calculdge the correct input costs of the varows acfivities of local



governrments, both the direct and indirect costs are needed {0 be caleulated. To do
this, most of dl, all the deparfments within a local government nesd fo be
classified a5 an operafional deparfrert or as & pon-operational(supporting)
departoent Tn addition, variows efforts swh as job assignment, work-load
analysis are in peed fo caleulate the indirect costs.

@) In the medium nu, an accrual-based double-bookkeeping  accounfing
systern peeds fo be dvfroduced o the local government accounfing system,
replacing the current cash-based single enfry bookkeeping system.
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