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Abstract: As an important pillar of the national public service system, the budgetary accounting 
system of institutions is directly related to the efficiency of the use of financial funds and the rational 
allocation of public resources. In recent years, with the increasing complexity of the economic envi-
ronment, the deepening of the financial system reform and the public's demand for transparency 
and performance, the traditional budgetary accounting system has gradually revealed a number of 
non-adaptive problems. For example, such as the rigidity of the budgeting method, lack of supervi-
sion in the implementation process, outdated accounting basis, and insufficient scientific guidance 
in the performance evaluation system, among others. These problems not only restrict the effective 
performance of the functions of the institutions, but also may lead to the waste of funds and risks to 
institutional integrity. At the same time, the arrival of the digital economy era has put forward 
higher requirements for the informatization and refinement of budget management, while the ex-
isting system is still insufficient in the application of technology and system innovation. In this con-
text, the study of new issues and reform paths of the budget accounting system of public institutions 
is not only an inevitable choice to improve the quality of public services, but also an important hand 
to promote the modernization of financial management. 
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1. Introduction 

The budgetary accounting system of business units is an important part of China's 
financial management system, and its scientificity and effectiveness directly affect the 
level of public service provision. With the transformation of government functions and 
the improvement of financial transparency requirements, the limitations of the traditional 
budget accounting system in practice are becoming more and more prominent. Existing 
research focuses on the macro description of the system framework, and the exploration 
of dynamic issues and reform paths at the implementation level is still insufficient, espe-
cially in the lack of systematic analysis in the areas of performance evaluation, internal 
control and information technology adaptation. At present, institutions are generally 
faced with the reality of budgeting and actual demand disconnect, the implementation 
process is not flexible enough, accounting information lag, weak performance incentives 
and other dilemmas, which result not only from the inherent flaws in system design, but 
also from a lack of adaptability amid rapid changes in the external environment. It is 
worth noting that the global trend of government accounting reform has shifted from 
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"compliance-oriented" to "performance-oriented", emphasizing the combination of ac-
crual and cost management, while the budget accounting system of China's business units 
is still based on cash basis, which is difficult to meet the demand for refined management. 
Emphasizing the combination of accrual and cost management, while the budget account-
ing system of China's business units is still based on cash basis, making it difficult to meet 
the demand for refined management. In addition, the potential of digital technology in 
budget management has not yet been fully released, and the synergistic effect of system 
innovation and technology empowerment needs to be explored. Based on the pain points 
of practice, this paper combines domestic and international reform experiences, and tries 
to build a system optimization framework that meets the requirements of the new era, 
providing a new perspective for cracking the practical problems and activating the reform 
momentum [1]. 

2. Overview of Budgetary Accounting System of Undertaking Units 
2.1. Definition and Classification of Establishment 

Institutions are non-profit legal entities that are set up by state agencies or other or-
ganizations, use state-owned assets, and are engaged in education, science and technology, 
culture, health, and other social welfare services, with public attributes and functional 
orientation as their core features. According to the function orientation and the degree of 
financial dependence, institutions can be divided into public welfare class I, public wel-
fare class II and public welfare class III: public welfare class I assume the basic public 
service function, the funding by the financial full guarantee, such as compulsory educa-
tion schools; public welfare class II to provide part of the marketable public service, the 
financial difference between the subsidy and the market-oriented income coexist, such as 
public hospitals; public welfare class III institutions focus on technical promotion or pro-
fessional services and are gradually transitioning toward market-oriented operations. 
Classification differences directly affect the logic of the implementation of the budget ac-
counting system, for example, the first category of public welfare focuses on budgetary 
rigidity and fund compliance management, while the second category of public welfare 
needs to balance the accounting rules of financial allocations and operating income. This 
classification system not only reflects the gradient characteristics of China's public re-
source allocation, but also reveals the differentiated needs of different types of units in 
budgeting, execution and performance evaluation, providing a structural analysis basis 
for subsequent system optimization. 

2.2. Connotation and Role of Budget Accounting System 
The budget accounting system is the core framework for financial management of 

institutions, taking budget preparation, execution and reporting as the chain, ensuring 
compliance and efficiency in the allocation of public resources by standardizing the pro-
cess of fund collection and expenditure and accounting rules. Its connotation covers 
budget target setting, resource allocation mechanism, accounting recognition basis and 
information disclosure standards, and its core lies in combining the rigid constraints of 
financial discipline with the dynamic needs of business activities. The role of the system 
can be analyzed from three perspectives: at the level of resource allocation, through the 
decomposition of budget targets and the control of fund allocation, it guides the alignment 
of public service supply with the strategic goals; at the level of financial supervision, with 
the help of accounting records and final reports, it forms a full-cycle tracking of the flow 
of funds, and guards against the risk of misappropriation and wastage; at the level of 
performance management, with the support of budget execution data and costing results, 
it builds a system of evaluation of the effectiveness of expenditures, and pushes the use 
of resources from the "compliance" to the "efficiency". At the performance management 
level, relying on budget execution data and cost accounting results, we build an expendi-
ture efficiency evaluation system to promote the transformation of resource utilization 
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from "compliance-oriented" to "value creation". Especially in the context of the reform of 
the classification of public institutions, for instance, public welfare class I units should 
maintain stricter budgetary control to ensure the provision of essential services. In con-
trast, class II units should explore more flexible budgeting mechanisms to balance gov-
ernment subsidies with market-generated income. The design of the system needs to take 
into account the rigidity of policy implementation and flexibility of management, and be-
come a key pivot connecting financial control and service effectiveness. 

3. Analysis of New Problems of Budget Accounting System for Business Units 
3.1. Problems in Budget Preparation 

The practical dilemma in the budgeting process of business units stems from the 
structural mismatch between system design and dynamic demand. The traditional base 
budget method has long been dominant, and the logic of preparing budgets based on his-
torical expenditure data has formed a path of dependence, leading to a disconnect be-
tween resource allocation and business innovation, typically manifesting in the fact that 
budgets in scientific research units often fail to keep pace with rapid technological itera-
tions, and the difficulty of adapting training funds for educational institutions to meet the 
new requirements of teachers' capacity enhancement. The lack of a project pool manage-
ment mechanism has exacerbated budget fragmentation, with some units adopting a "net-
spreading" filing strategy, splitting the overall project into multiple small and micro-ex-
penditure entries in order to avoid audits, which overwhelms the audit system and leads 
to decentralized use of funds and potential regulatory blind spots. The weakness of the 
cross-departmental coordination mechanism further magnifies the problem, as infor-
mation asymmetry between the financial and operational departments is common, and 
operational needs are difficult to accurately translate into budget language, with the 
health system often having a case of decoupling the budget for the stockpile of epidemic-
prevention materials from the CDC's operational planning. The opacity of the budget ad-
justment mechanism has given rise to a double contradiction: on the one hand, the rigidity 
of the constraints is too strong, limiting the ability to respond to emergencies, such as 
lagging in the deployment of funds for disaster relief in the case of public emergencies; on 
the other hand, there is too much room for discretion, creating opportunities for non-
transparent funding requests, as some units strategically use the supplemental declaration 
procedure to access additional financial resources [2]. 

3.2. Problems in Budget Execution 
The phenomenon of budget execution failure in business units reflects the double 

weakening of institutional constraints and technical support. The time lag between budget 
approval and fund disbursement leads to lagging implementation progress, grass-roots 
units are often forced to compress key operational expenditures due to unavailability of 
funds in the early stage, for example, some of the cultural venues' renovation projects due 
to the first half of the delayed allocation of funds was forced to delay the construction 
until the winter season, which directly affects the quality of public services. The failure in 
budget execution reflects both the lack of consistent enforcement and excessive discretion-
ary adjustments: some units of extrabudgetary expenditures lack effective approval pro-
cess, unauthorized changes in the use of funds are common, such as equipment procure-
ment funds diverted to the administrative reception; other units due to over-emphasis on 
budgetary rigidity in the face of public health emergencies cannot be adjusted in time to 
the procurement of epidemic-prevention materials plan. The data split between the cen-
tralized treasury payment system and the unit's internal financial module has exacerbated 
regulatory difficulties, and financial staff are prone to cross tabbing or duplicating ex-
penditures in manual reconciliations, led to the erroneous inclusion of drug procurement 
expenditures in the equipment purchase account over multiple fiscal years. The discon-
nection between performance assessment indicators and budget execution data makes it 
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difficult to quantitatively assess the effectiveness of the use of funds, and expenditure on 
teacher training in the field of education often stays at the level of superficial indicators 
such as the number of participants, failing to form a causal argument with the improve-
ment of teaching quality. 

3.3. Problems in Accounting 
The deficiencies in the accounting process of institutions reflect the deep-rooted con-

tradictions in the change of the system. The mixed application of the cash basis and accrual 
basis creates a conflict in the basis of recognition. Typical examples are that when scientific 
research projects are implemented across years, the full amount of funds received in ad-
vance is included in the current income, resulting in a mismatch of income and expendi-
ture periods, while the subsequent costs and expenditures need to be recognized in phases, 
and that a certain seismic monitoring organization does not divide the three-year project 
funds between the right and the responsibility, which results in the annual financial report 
misrepresenting the actual consumption of economic resources. The accounting chart of 
accounts lacks adaptability to actual business activities. For example, market-based in-
come and government subsidies in public welfare category II units are both recorded un-
der the "business income" account, making it difficult to distinguish the source and nature 
of funds, making it difficult to distinguish the attributes of the source of funds; a provin-
cial theater mixes the income from ticket sales for performances with the financial special 
account, resulting in distorted performance evaluation data. The data flow obstacles be-
tween digital systems have led to inefficiencies in account processing, the lack of in-depth 
docking between the budget management module and the accounting system, and the 
need for financial staff to manually convert the data format, as a CDC reagent procure-
ment data in the ERP system did not automatically generate accounting vouchers, result-
ing in a discrepancy in the accounts of inventory materials in the past three months. The 
lack of a cost accounting system has weakened management effectiveness, as most units 
still replace the concept of cost with expenditure, and have not established the operation 
cost method or the project cost aggregation model. Educational institutions are unable to 
accurately measure the per capita training costs of different majors, which hinders the 
refinement of financial allocation standards. These problems highlight the disconnect be-
tween accounting rules and the substance of operations, and require urgent technical cor-
rections. 

3.4. Problems in Performance Evaluation 
The shortcomings of the performance evaluation system for public institutions essen-

tially reflect a misalignment between value measurement standards and management ob-
jectives. The design of indicators focuses excessively on compliance review, for example, 
the cultural heritage protection program takes the "funding implementation rate" as the 
core assessment indicator, ignoring the quality of cultural relics restoration and the pub-
lic's sense of access to culture and other substantive benefits, which leads to deviation of 
the evaluation results from the goal of public service improvement. There are structural 
deficiencies in the data collection process, and the information silos between the business 
system and the financial system have resulted in the fragmentation of performance data. 
The data on reader participation in a reading promotion program of a municipal library 
remained in the activity registration form, and could not be docked with the financial in-
tegration platform to form an analyzable dataset. The independence of the third-party 
evaluation mechanism is insufficient; there is a hidden interest link between the commis-
sioning party and the entrusted organization; some environmental impact assessment 
projects have evaluation organizations directly appointed by the department that allo-
cates the funds, which raises concerns about the objectivity of the evaluation conclusions. 
The causal chain between performance results and budget allocation is broken, and the 
allocation of funds for basic public health services in primary medical institutions has not 
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been dynamically adjusted according to the effects of chronic disease management, result-
ing in a vicious cycle of "focusing on inputs but not outputs" [3]. These contradictions 
reveal that performance evaluation has not yet broken through the formal compliance 
framework, and that it is urgent to build a closed-loop results-oriented management 
mechanism. 

4. Prospects of Reform of the Budgetary Accounting System for Business Units 
4.1. Objectives and Principles of Reform 

Reform of the budget accounting system for business units requires the construction 
of a multidimensional linkage system framework, aims to reconcile the divergent objec-
tives of financial reporting for decision-making and budgetary accounting for compliance 
control. The technical path focuses on the integration of the two systems, and the accrual-
based financial accounting and the cash-based budget execution data in the accounting 
information system to ensure a consistent underlying logic and eliminate information si-
los generated by the current parallel bookkeeping. The principle of reform emphasizes the 
classification and adaptation mechanism, designing differentiated capital expenditure 
recognition rules and cost compensation modes for the financial security characteristics 
of public welfare category 1 institutions and the market expansion needs of public welfare 
category 2 institutions. The principle of transparency requires the establishment of a full-
cycle traceability mechanism for the flow of budgetary funds, and the use of blockchain 
technology to realize the verifiability from budget approval to end payment, ensuring 
transparent and traceable oversight of sensitive funds, such as those allocated to scientific 
research. Dynamic optimization orientation promotes the flexible design of the system, 
reserving emergency adjustment channels for special matters within the framework of 
centralized treasury payment, for example, emergency procurement funds in public 
health emergencies can break through the current year's budget subject limitations but 
need to be triggered by the simultaneous supervision of smart contracts. From a value 
management perspective, it is necessary to reconstruct the asset valuation model by ex-
ploring a usage-based depreciation method rather than relying on a straight-line method 
for specialized assets such as major scientific research equipment, so as to match the de-
pletion of asset value with the output of scientific research results. These technical correc-
tions need to be rooted in a unified data element standard, eliminating the semantic gap 
between the financial integration platform and the unit ERP system, and ensuring that 
data related to budget preparation, execution, and performance evaluation moves seam-
lessly across heterogeneous systems. 

4.2. Main Directions and Contents of the Reform 
Reform of the budgetary accounting system for business units needs to be anchored 

in the direction of technical adaptation of accounting rules to governance needs. At the 
level of integration of accounting bases, the precise coupling mechanism of accrual and 
cash basis is explored, and the two-dimensional recognition rule of "budget cash flow + 
consumption of economic resources" is established for inter-period projects, so as to solve 
the problem of staggered matching of funds received in advance for scientific research 
projects. Reorganization of the account system focuses on business substance penetration, 
splitting financial subsidies and market revenue funds into "guaranteed business income" 
and "competitive service income" independent accounts, to rectify the distortion caused 
by mixing a museum's cultural and creative revenues with financial allocations. Upgrad-
ing the budget execution informatization architecture focuses on eliminating data seman-
tic faults. Based on the financial business middleware technology, the automatic mapping 
of metadata between the budget module and the ERP system is realized to ensure that the 
CDC's reagent procurement instructions can trigger the intelligent generation of account-
ing vouchers. The integration of performance data flow requires the construction of a 
closed-loop link of "business occurrence-financial records-effect feedback", and the reader 
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participation data of reading promotion activities in libraries are directly linked to the 
performance evaluation model after cleansing and conversion to break the information 
fragmentation dilemma. Asset measurement rule innovation introduces the concept of 
"depreciation of service potential", and depreciation of major scientific research equip-
ment is calculated according to the actual intensity of use, so the phenomenon of inflated 
net asset value of precision instruments in a laboratory will be effectively curbed. The 
design of emergency budget channel is embedded with intelligent contract supervision, 
and the procurement funds for public health emergencies automatically trigger an auto-
mated audit mechanism when the subject limit is broken, balancing the dual goals of effi-
ciency and compliance. These technological breakthroughs constitute the core kinetic en-
ergy of the system iteration [4]. 

4.3. Implementation Steps and Safeguards for the Reform 
The implementation of the reform of the budget accounting system for business units 

requires the construction of a step-by-step technical implementation framework. The data 
governance layer should first establish standardized metadata across all budgeting ele-
ments. This is supported by a unified financial component library, which ensures con-
sistent semantic mapping between budgetary items and financial accounting categories, 
so as to solve the problem of mismatch between budgetary items and accounting accounts 
in the CDC's equipment procurement. The system upgrade adopts a modular approach, 
featuring a "core module + plug-in expansion" architecture, and develops the performance 
data collection interface on the main chain of the treasury payment system, so that the 
funding of horizontal projects of a provincial university can automatically trigger the rules 
of project expenditure and income matching. The deployment of intelligent regulatory 
tools will proceed in phases. In the first phase, a blockchain traceability module in the 
field of scientific research funding to implement penetrating verification of the flow of 
funds for inter-annual projects, and the second phase expanding to the full-chain verifica-
tion of government procurement contract performance. Capacity building for personnel 
focuses on practical application, utilizing a sandbox training system, in which grassroots 
accountants simulate the parallel bookkeeping operation of market-oriented income and 
expenditure of public welfare category 2 organizations in a virtual environment, so as to 
reduce the risk of mishandling the system during the transition period. The dynamic as-
sessment mechanism designs a two-way feedback channel, and the budget adjustment 
data of the hospital's new drug R&D project is cleansed, standardized, and fed back into 
the system optimization model, thereby forming a data-driven feedback loop for contin-
uous policy refinement. The legal convergence level introduces operational guidelines for 
the conversion of transitional subjects, clarifies the adjustment path for differences be-
tween government accounting standards and the current system, and clarifies the timing 
of heritage asset recognition, eliminating ambiguities in implementation at the grassroots 
level. The sustainability of the system depends on effective alignment between technical 
solutions and organizational transformation, and it is necessary to maintain institutional 
elastic space in the digital governance ecology [5]. 

5. Conclusion 
The reform of the budget accounting system for business units is both a challenge 

and an opportunity. Research reveals that the core of the current problem lies in the ten-
sion between the traditional system and the dynamic environment, which is manifested 
in systemic contradictions such as rigid budgeting, insufficient execution constraints, lag-
ging accounting information and deflated performance evaluation. To resolve these con-
tradictions, it is necessary to start with top-level design and promote the transformation 
of the system in the direction of "performance prioritization, technology-driven innova-
tion, and comprehensive oversight". The success of the reform not only depends on the 
improvement of the system itself, but also needs to take into account the simultaneous 
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optimization of the organizational culture and external supervision mechanism. Under 
the contradiction between limited financial resources and growing demand for public ser-
vices, focus on balancing compliance and flexibility, mitigating risks, and enhancing re-
sponsiveness to changing public service demands. 
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