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DECENTRALIZATION OF STATE BUDGET MANAGEMENT
IN QUANG NINH PROVINCE

Nguyen Thi Trang Dinh, MA *

Abstract: Vietnam's State Budget Law (2015) stipulates budget decentralization,
responsibilities and obligations of local governments on revenue - expenditure and
local state budget management. By presenting the results of local budget revenue and
expenditure in Quang Ninh province in the fiscal year 2018-2019, this article draws
both the positive outcomes and limitations in the state budget management in the area

and recommends some solutions to better manage the state budget.
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According to Vietnam’s Law on
State Budget (2005), State budget means
all the expenditures and revenues that
are estimated and realized over a certain
period of time decided by competent
authorities in order to perform the
functions and tasks of the State.

Local state budgets means state
budget revenues that a local government
may use, additional funding from
central government budget to the local
government budget, and state budget
expenditures within the liabilities of
the local government. Decentralization
of budget management means the
determination of scope, responsibility,
and entitlements of various levels of
authorities and budget estimate units to
state budget management that suit socio-
economic management decentralization.

Thenature oflocal governmentbudget
is the relationship of economic benefits
between local governments and central
governments, between local governments
and other entities such as organizations,
businesses, households and individuals
inside and outside the country and local
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governments at all levels in the process of
creating, distributing and using the local
state budget. The decentralization of state
budget management is essentially solving
the relationship between central and local
governments in three areas:

- Determining the authority of
governments at all levels to promulgate
revenue and expenditure policies and
regimes; State budget expenditure norms.
In Vietnam, local governments (People’s
Councils of provinces and cities) are
entitled to decide on a number of regimes of
fees collections, charges and contributions
from the people in accordance with the
law and are entitled to specific decisions
regarding allocation norms and regimes
and spending norms applied to localities
based on the guiding framework.

- Harmoniously maintaining the
relationship about the decentralization
of revenue sources and spending tasks.
The essence of this content is to divide
revenues and spending tasks for each
level of budget, between the central
budget and local state budget, between
levels of local state budget. This is
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the central content of the state budget
management decentralization and it is a
difficult and complicated problem. Two
issues arise when designing the revenue
sharing system: the scope of the shared
revenue and the sharing rates. In different
countries, the range and rate of division are
also different but they all have one thing
in common, that is the decentralization
of revenue sources and spending tasks
must ensure that the central budget plays
a leading role to carry out strategic and
important spending tasks of the country.
At the same time, local state budget is
decentralized revenue to ensure proactive
implementation of assigned tasks.

- Resolving the relationship of duties
and entitlements of agencies and authorities
at all levels in the state budget cycle. The
budget cycle, also known as the budget
process, refers to the entire operation of a
budget from the beginning of its creation
until the end of the transition to the new
budget. The budget cycle includes such
phases as budget preparation, budgeting,
approval, allocation, delivery, compliance,
settlement, inspection, examination and
budget settlement (collectively referred
to as budget preparation, approval and
settlement). The level of involvement
and control by the authorities, the State
administrative agencies, and specialized
agencies at all levels of budget is the nature
of decentralization in the whole system.

The review of the state management
decentralization in Quang Ninh shows that
the current decentralization mechanism has
the following achievements and limitations:

Achievements:

Firstly, economic activities of Quang
Ninh are maintained and developed stably
with suitable GDP growth. The revenue
of the following year is higher than the
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previous year, meeting the needs of socio-
economic developmentofthe province. The
local economy has increasingly integrated
into the world economy. The province has
carried out its economic restructuring in a
positive direction, focusing more on the
development of service industry. Many
social issues have initially been resolved,
which is reflected through the increasing
employment; the decline in unemployment
rate in urban areas and the rises in income
per capita. In addition, the poverty rate
has been continuously decreasing over the
years. The gap between the rich and the
poor in the province has been narrowed
compared to that of other provinces and
cities in the country.

Secondly, the issuance of documents
on local budget revenues and expenditures
and state management with regard to local
government revenues and expenditures
has specified the central regulations,
meeting the orientations and plans in local
state budget management. This provides
favorable conditions for management
agencies as well as creates the ground for
implementing tasks.

Thirdly, the management and
administration of local state budget
revenues and expenditures have basically
been implemented in accordance with the
provisions of the State Budget Law, the
Tax Administration Law, the Investment
Law and the guiding documents of the
Central as well as local governments,
exploiting revenue sources, meeting local
demands and sate budget spending tasks.

Fourthly, the accountability of the
heads of state agencies has been improved,
which is reflected in the dialogues between
the provincial leaders, the cities, the
districts and the provincial governments
with enterprises and the public. The
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dialogues are quite diverse from direct
dialogues, online dialogues, to question-
and-answer programs in which people
raise their questions and representatives
of departments provide answers to the
questions. This shows that departments and
agencies of the province have been focusing
on accountability, helping to improve the
efficiency of state management.

Finally, = the inspection  and
examination of state budget expenditure in
Quang Ninh has reported a decline in the
problems of budget losses and increased
revenue for the budget, improved budget
allocation, and stricter fiscal disciplines.

Limitations:

Firstly, a number of documents
regulating expenditure norms have not
been close to reality and are slowly being
revised; the expenses for conferences
and work travel allowances are no longer
suitable to reality, making it difficult for
implementation.

Secondly, there have been shortcomings
in the work of making, allocating and
appraising estimates, final settlement of
local budget revenues and expenditures.

(i) The work of making revenue
estimates is carried out just as a step in
the procedure; the subordinate level is
still much dependent on the superiors.
The practice of making revenue estimates
of commune levels is still dependent on
the examination of the district levels; the
district level depends on examinations of
the provincial levels, and the province
level depends on those of the central.
Revenue estimates for some years are
not yet close to the actual business and
production situations.

Asaresult, therevenue increased much
compared to the balance in some years, but
there was a large loss in some other years.
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The reality shows that the lower-level
budget when making estimates are usually
low-budgeted but high spending estimates
to receive a balanced supplement from the
upper-level budget.

In contrast, the budget estimates
allocated by the higher levels are sometimes
beyond the capacity of lower level, so
maintaining the benefits of various levels of
budget is a difficult problem. This also stems
from inadequacies in the provisions on the
integration of the budget system in Vietnam.

(i1) Budget planning and estimation
have still omitted many revenues.

(ii1)) Some districts are still in a
situation in which budget allocation is
delayed compared to the prescribed time,
and does not ensure the effectiveness of
state management.

(iv) There are still problems of
allocating investment capital for works that
is not within the local budget’s spending
task, beyond the prescribed time.

(v) The verification and approval
of budget estimates and final accounts
of People’s Councils at all levels in the
province are generally carried out as one
of the procedural requirements, especially
at the commune, ward and town levels.
People’s Councils in most communes,
wards and towns agree and approve
according to the report of the People’s
Committee of the same level.

(vi) Budget revenues have not been
strictly managed. There are still some
problems of prolonged tax arrears; the debt
ratio on the budget exceeding the revenue
collection target of the General Department
of Taxation. Revenue losses are still
quite common, especially in the areas of
land use, resources, tourism, services,
transportation, petroleum trading, private
sectors and foreign direct investment. The
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administrative procedure from the stage of
registration for declaration of tax payment
is still complicated.

(vii) The budget spending structure is
unreasonable, which is reflected in the low
investment spending for development,
high recurrent expenditure and scattering
investment capital.

(viii) Debts in basic construction are
still large and have not been completely
handled, which causes debts after
December 31st every year. The province
has not conducted guidelines for dealing
with debts in basic construction; causes
for such debts in construction projects
have not been determined according to
the provisions of Point a, Clause 2 of
Directive 27 /CT- TTg dated October
10th, 2012 of the Government.

(ix) The inspection and supervision
work has not been conducted regularly,
and the quality of this inspection and
supervision is not enhanced, especially
at district, town and commune, ward
and township levels. Each year, the tax
industry just inspects only over 15% of
the operating businesses.

(x) Although the publicity and
transparency in state management of local
state budget revenue and expenditure has
much improved over the past years, this is
still limited. For example, reports on the
results of inspection, auditing, supervision
and overall investment evaluation have
not been fully and widely announced.

Recommendations

In order to overcome the above
shortcomings, the decentralization of budget
management in Quang Ninh province in
the coming time should be take following
recommendations into consideration:

Firstly, in terms of local state budget
revenue and expenditure management, in
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the current context of global integration,
it is necessary to focus on improving the
direction of expanding local autonomy in
spending decisions. It is advisable to start
by giving local governments autonomy
at an appropriate level, to decide on
spending regimes and norms based on the
principles of overall fiscal disciplines. In
this process, there is a need to increase the
transparency and financial accountability
of local authorities.

Secondly, the province should
complete the decentralization of investment
spending for localities. The investment
decentralization should be linked to
clearly defining the right to manage and
use assets acquired by investment of all
levels (associated with accountability)
in the direction of classifying assets at
national, provincial, district, municipal, and
commune levels. It should be noted that the
reform of the budget decentralization must
ensure that rights must go with obligations,
benefits and resources, ensuring that the
spending tasks are conducted in accordance
with the responsibility to provide the
assigned public services. .

Thirdly, the province should promote
budget management according to
outputs. Budgeting by performance is an
important tool for improving spending
priorities, efficiency and effectiveness
of budget spending. With this method,
the formulation and allocation of budget
estimates must be closely linked between
the level of budget estimates expected to
beallocated and the target implementation,
thereby achieving outputs. This type of
management also requires changes in the
legal and institutional framework, how to
develop and operate the budget plan and
management culture in a way that ensures
accountability for performance.
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PHAN CAP QUAN LY NGAN SACH NHA NUGC TAI TiNNH QUANG NINH

Phan cap quén 1y ngan sach nha nudce
hop ly va dung dan khong chi dam bao
nguon luc tai chinh cho céc cdp chinh
quyén tir trung wong dén dia phuong duy
tri va phat trién hoat dong ma con 1a dong
luc khuyén khich mdi cdp chinh quyén
dia phuong tich cuc va chi dong khai
thac, phat huy cac tiém ning ciia minh
dé phat trién. Viéc phan cap quan 1y, diéu
hanh ngén sach cac cap chinh quyén dia
phuong gép phan quan trong phat trién
kinh té - x4 hoi, ting cudng ngudn lyc
tai chinh, dam bao tinh tap trung thong
nhit ctia hé thong NSNN, tinh cong khai
minh bach, dan chu trong quan 1y ngan
sach, thyc hanh tiét kiém, chong ling
phi, chéng tham nhiing, phan cong, phan
quyén gin voi trach nhiém.

Trong nhitng ndm qua, sau khi dugc
Trung wong phan cip va diéu tiét, viéc
phan cp quan 1y Ngan sach dia phuong
trén dia ban tinh Quang Ninh da bam sat
Luat Ngan sach nha nudc, dac diém va
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didu kién phat trién kinh té - xa hoi cua
dia phuong, thu duoc nhiing két qua déng
ghi nhin. Tinh da c6 nhiing phuong an
diéu hanh thu, chi ngan sach quyét liét, tap
trung phan céip nguén thu, ty 1¢ diéu tiét
cac khoan thu gitra ngan sach cac cap chinh
quyén dia phuong; dic biét, ting cuong
phan cap ngudn thu cho cic dia phuong
dé tao thé chii dong trong cong tac quan
Iy, diéu hanh ngan sach, ting kha ning tur
can d6i, dam bao muc tiéu phat trién kinh
té - x3 hoi cua cac dia phuong, phén dau
giam dan s6 bd sung tir ngan sach cép tinh.
Tuy nhién danh gia mot cach khach quan,
toan dién thi thuc trang phan cap quan ly
NSNN tai tinh Quang Ninh trong thoi gian
Vira qua van con khong it ton tai, han ché
can tim ra nhiing giai phap dung dan, hiéu
qua dé hoan thién phan cap quan 1y ngan
sach tinh.

Tw khéa: Luit Ngan sach nha nudc,
ngan sach nha nudc, phan cap quan ly
ngan sach nha nudc Quang Ninh.
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