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The Formation Mechanism and Management of Excess Revenue
and Expenditure in the Execution of the Budget in China
SUN Yu-dong, WU Zhe-fang

Abstract: In recent years, excess revenue and expenditure in the execution of our budget have caused widespread concern as
they expand their scale. Domestic scholars have made a lot of research on the causes of overcharges, and generally agreed that
the surplus is the determinants of cost overruns. Theoretical and empirical research on the formation mechanism show that al-
though the surplus is the direct cause of overruns, the local government expenditure needs and the pursuit of control of funding
also cause the overcharges. It is especially so after the tax system reform was introduced in 1994 when the expenditure gap
widened because the local financial resources could no longer meet the needs, which made the local governments gradually de-
pendant on financial overcharges. To solve the problem, the most fundamental measure is to prevent the direct conversion be-
tween the surplus and overruns. In addition, it also needs to be addressed to strengthen the budget control from technical, ad-
ministrative and legal levels.

Key Words: excess revenue; excess expenditure; the rate of excess revenue; the rate of excess expenditure; the deviation

between budget and financial accounts; forced mechanism; public budget reform; budget-expenditure control mechanism
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