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As Ukraine gained independence, its national budiystem was
designed. However, the traditional public experditunanagement
methods (such as institution-based budgeting) itdtefrom the Soviet
past quickly came to contradiction with turbulembeomic and social
reality which demanded a much more effective amdilile usage of
scarce public funds. The soviet-type paternalistate became a hostage
of securing high social expectations which were sapported by
sufficient resources, which ended in public financellapse and
hyperinflation in the beginning of the 1990s. Itchme clear that
persisting methods of public expenditure managemane inadequate.
There was a great need of finding the right linkbgeveen public needs
and the resources available, as well as creatingvation for public
administrators to manage these resources withrlmiteomes.

Ukraine has made definite steps towards implemgraare elements
of performance-based budgeting (PBB) to managirgipexpenditures
since 1998, when major spending units (M5l the national level
became for the first time obliged to submit thewdbet requests
complemented with basic goals to be achieved withia year. Some
elements of the modern monitoring and evaluatio&@ylsystem were
also introduced. These steps were undertaken basingvide-spread
perceptions concerning M&E importance: M&E shoussiat the public
bodies and society in identifying whether goalsjeotives and specific
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performance indicators (PIs) have been achievedhaould serve as an
effective tool for motivating implementers toward®aching the
maximum possible level of fulfilment of the goalghin existing funding
limits. M&E would allow to operationally generateptain, and use
complete and reliable information on achieving Eitermine the reasons
of their deviation from the planned values whicluldo(if necessary) be
used for modifications in the scale and scope @i@menters’ activities.
It could also enable evaluation of short-term aodgiterm social and
economic benefits obtained by the public due tasssful realization of
each separate budget program (BP).

The core element of M&E activities is setting Plsose values serve
as a yardstick for measuring program’s successrdar to serve the goal
of monitoring and assessing the program performathes should have
the following desirable features: be relevant, lmd(not too extensive
in number), clear, understandable, valid, reliatiimely, comparable,
comprehensive, and reasonably within the contraho$e who are made
accountable for their achievement (Jackson, 1995).

It is known that the best M&E practices are prifyarnherent to
international  organizations and nongovernmental n-{ofit)
organizations. Their experience is generalized omes manuals and
guides which are recommended especially for utibzain developing
and transition countries (Kusek — Rist, 2001; Macka007; OECD,
1998; OECD, 2008; Robinson — Last, 2009; World Bagk04).
However, individual countries tend to be seleciivamplementing the
elements of M&E, combining both universal and sfedeatures, have
achieved positive outcomes while introducing thedera M&E toolkit.

The process of shifting to PBB in Ukraine was pushge by the
adoption of the Budget Code (2001), both on thenat and local levels,
and of the Concept of Program-Based Budgeting éenBhdget Process
(2002). MSUs’ responsibilities within the budgebopess were clarified —
i.e. they became responsible for compiling budgefuests, approving
passports of budget programs (BP), and reportinthein execution; BP-
based public expenditure classifications were emhctetc. Since
monitoring and evaluation are the core elements P&B, some
regulations concerning establishing a system toetrarogress in BP
realization, were enacted. External monitoring wested on the Ministry
of Finance (MoF), the Accounting Chamber, and tketeSSupervision
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and Control Service (KRU). The basic functions oP Bnternal
monitoring were vested on MSU.

Nevertheless, as many Ukrainian public sector rekeass showed
(Sanzharovskyi — Polianski, 2007; Heyets, 200®&rtychka, 2002a;
Tertychka, 2002h)there is still a lack of a unified approach torgmg
out M&E and using its results for improving BP imaplentation, i.e.
there is lack of instruments in tracking progress,in evaluating the
economic impact of public spending on specific BiPgiew of national
strategic goals. In addition, the information widspread by Ukrainian
media along with current legal prosecution of tl@ bfficials of a
previous government (in some cases connected withtargeted usage
of public moneys), suggests that in practice thei@number of flaws in
current M&E procedures, which make possible unfatisry state
budget execution, as well as weak accountabilitypwblic institutions.
Therefore, the current M&E system as part of PBBJkraine requires
considerable updates and refinements, while itsetesnents should be
reviewed and modernized.

Having as a background some recent positive dexetafs in M&E
sphere, the research questions of this paper dmuket as follows: (i) to
what extent a sufficient base for an effective M&Epublic expenditure
programs in Ukraine is provided; (ii) how the M&Etiities are carried
out in practice; (iii) what could be done in ordermake public sector
M&E in Ukraine more efficient.

M& E institutionalization

There is no unified legal act in Ukraine coverindg3B° and,
respectively, M&E in the public sector, unlike irany other countries. It
is worth mentioning e.g. the Government Performazoe Results Act
(GPRA), adopted in the USA in 1993, which was altaark event in the
history of administrative reform in this country dann the world.
According to GPRA, governmental agencies were requio submit
five-year strategic plans with measurable goals @erfiormance targets;
these plans were to be updated every three yeansiah performance
reports were to be submitted to the Congress; tepare to show three-
year comparative data for Pls, etc.

In Ukraine, the legal basis of PBB is made of a benof legal acts
and bylaws issued by the Cabinet of Ministers (CMWhnistry of
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Finance (MoF), and other authorized bodies (fifsalbthe KRU). The
most general act in this field is the Budget Cditef adopted in 2001
and then significantly revised in 2010. The Bud@etle as of 2001 set
the norms regulating implementation of audit amédicial control: they
should be carried out at all stages of the budgetgss, providing, among
other things, for evaluation of operations and clemge of results
thereof with the established tasks and plans. TB&#§Mwere supposed to
bear responsibility for the organization and malatee of internal
financial control and audit. External control anadi of financial and
economic activities, as well as analysis of budfigtds utilization
effectiveness shall be carried out by the Accogn@hamber and by
KRU. MoF is assigned the responsibility of conirailthe compliance of
budget procedures on all stages with the budgeisl&igpn, which
referred to BPs as well. It is worth mentioningtttiee first Budget Code
version reflected obsolete “procedural” approachatsountability and
budget management; so that it did not even refer'monitoring”
(operating instead with terms like “control”) andvaluation” (“audit”
instead). Further developments in public managenientards PBB
demanded respective changes in legislation whiale eeacted in 2010.

The current version of the Budget Code (2010) dpsraith more
advanced instruments and directly assigned redpititysfor performing
budget program evaluation and monitoring to MSURisTevaluation
must be based on Pls as presented in BP docunwentatie results of
BP evaluation could be used for changing budgetagpiations in the
ongoing and sequential years. MoF also became medpe for
elaboration of Pls in different fields of publicdies’ activity.

The most important subject to be monitored anduatatl (audited)
since the PBB approach was adopted, has been tlygetoprogram. The
main document basing on which M&E is to be caroed] is its passport.
This passport should contain amounts of money asdigo a BP in a
respec§:tive year and PI values to be reached. TharBldivided into four
groups:

= “costs” (the scope and structure of resources whrehprovided
for the BP, and the cost structure);

2 The exact description of Pls is provided by the MaFits Order # 1252 as of
27.10.2009 “On Performance Indicators of BudgegRams”.
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= “product” (scale and scope of products manufactussvices
rendered or works performed, number of consumergoaids,
works, services, etc.);

= “effectiveness” measures like consumption of resesirper unit
of product (cost-effectiveness), relation betwelea ¢uantity of
the goods produced (services rendered, works peeidy and the
amount of resources allocated (productivity), réagh the
objectives (performance);

= “quality” (the resulting quality of the deliveredrqauct that
satisfies the clients and reflects the decliningjatiee or the
growing positive trends in rendering services/goaslsa result of
funds spent on BP).

Trying to understand the general situation with M&Ee have to start
with BP assessment. According to legislation, B&asment in Ukraine
has to be performed at the planning stage of tligdtuprocess. The most
important actors here are MSUs and branch depatsmanthe MoF
which review their funding requests and BP docurgon. At this stage,
the core problem is that only amounts of funding r@viewed, while Pls
and their values are not assessed. The reasonduehime following: Pls
and their values are submitted and calculated aftéyr the finalization of
the budget planning stage, after fixing amountspgropriations to each
specific BP. In result, the most Pls are usually justified for the
objective of performance evaluation and their valaee not validated.

Our study of some BPs showed that the authorizetfdtuprocess
participants concentrate during the BP implememtastage mainly on
monitoring rather than evaluation activities. Cathg only three out of
five elements of the program cycle are subject tieceve M&E
procedures, namely: available resources, activdtnesproducts, which, in
fact, are of short-term nature. The elements trabmedium- and long-
term nature (effects and influences, their stabgitc.), as a rule, do not
undergo significant detailed analysis from BP impdater side and
respective controlling authorities (MoF, KRU, ame tike). At the same
time, it must be noted that MSUs (and BP implenmsitdo not have
special operational units or a corresponding adstraiive system to
coordinate M&E activities. MSUs do not perform imtal evaluation.
Moreover, it seems that they are not really intexksn performing it
because the main form of such an “evaluation” isiraarnal financial
audit aiming to check the purpose-related monepdipg and procedural
legal compliance.
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Generally, action plans of M&E activities were rexten compiled,
and no funding was reserved in the BP cost estirfzatenonitoring or
evaluation activities. Thus, monitoring is carriedt mostly basing on
tracing the achievement of planned financial ingics&(money spending)
and product indicators, while tracking of otheradaf BP passports is
considered mostly a formality. As a rule, no indegent experts are
appointed in the evaluation.

All these could be reasons why the practice of rodiiig the
achievement of the BP planned indicators and perpelsited usage of
public funds currently dominates the sphere of M&Bese issues were
most often scrutinized in course of audits perfairog the KRU.

As concerns the MoF, it monitors BP implementationa quarterly
and annual basis. But the reviewing process pradpoerly informative
results because it also concentrates mainly onlitegand purpose-
reliance of money spending, thus duplicating fuorddiof the KRU.

MSU'’s reporting on BP passport implementation te MoF can be
considered as a form of regular monitoring. But pheblems that could
immediately be identified are whether the actualde really relevant for
the purpose of comprehensive BP evaluation. Theoreéor raising such
a question stems from the mere fact that Pls asetkfibove basically
describe costs and products, but not outcomesnapalct.

The M&E performance in Ukraine’s public sectorngerrelated with
general PBB implementation issues. So, it is walidtussing the core
element of PBB — explicit formulation of public dgeand readiness of
the government to link the scarce resources to lédvel of goals
achievement.

Formally, there are strategic goals which are preskin annual,
medium-term and strategic governmental programs.tBe problem is
that these documents are too politicized and thery wulnerable to
political turbulence, which has been very charastier for Ukraine in
2000s. As concerns national strategy, the docufoerit5 years (adopted
in 2006) was not intended to be passed by thedpPat and remained
only a booklet to be presented to internationabnizations without big
implications for BPs’ priority setting.
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This creates a situation when goals and objectdfedifferent BPs
can not be linked to national priorities, and respe Pls might be
vaguely defined — the latter fact corresponds @iell-known political
vulnerability of setting clearly-defined and meaghle indicators. Thus,
there is no big need to assess BPs and evaluateptr®rmance. This
undermines the desire to implement and operatéfectige M&E system
as a crucial PBB element.

The problems are also aggravated by an overaltutiehal weakness
of the public administration system. The public adstration is at the
moment beyond the reach of parliamentary contrd@sMn turn, under
absence of political competition, do not feel tineyed to care much about
promises given to the voters. So, individual offisiseek their position in
order to get a grip of free budget funding for thairectly or indirectly
controlled own businesses or exploit it for theiwno benefit. Under
conditions where the society is being alienatednfithe formulation of
policy priorities and is deprived of information gmerformance of
publicly appointed officials, the situation with M could hardly be
changed despite the modest steps undertaken.

Budget program external evaluation

BP evaluation is performed by a variety of actés.concerns CMU
and MoF, they mostly limit themselves to checkingether BP progress
reports were submitted on time and whether the atsoof money were
duly spent. “Evaluation” in the strict meaning dfet word is being
performed by the KRU in the form of a so calledféefiveness audit”. Its
formal definition sounds so: “state financial cahtdirected at securing
effectiveness of public fund usage as concernszegan of the planned
goals and finding inhibitingparameters”. Such definition differs
significantly from classical notion of audit whichssumes a control
function overquality of managerial activityevaluation, in contrast, is
control of program functioning(Kuzmin — O’Sallivan — Kosheleva,
2009). Basically, the real content of “effectivesmi@sidit” goes far beyond
“audit” concept, being essentially very close todfgram evaluation”.

According to the CMU Resolution #1017, the mainks$asof
effectiveness audits performed by the KRU are hsvis:

= evaluation of BP result compliance with Pls; evabara of
effectiveness of BP execution;
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= detection of blunders and flaws of organizationabrmative,
legislative, and financial character that hamperttimely, full and
duly implementation of the planned objectives;

= establishment of the level of impact that detedtkedchders and
flaws have on the realization of the planned goal;

= elaboration of proposals regarding the methodsm$orand
approaches) of increasing the effectiveness of éuidgd usage.

The Resolution defines also main instruments thatlsl be utilized
when carrying out the effectiveness audit, e.g.:

= analysis of regulations, calculations and feasibiissessments,
methodology employed, enactments and publicati@garding
the activity within a BP which undergoes the efifesness audit;

» the results of previous controlling activities;

= parameters of statistical, financial and operategprting;

= comparison of data on actually achieved Pls with ptanned
parameters in dynamics for several years, and thiéhnation-
wide and foreign experience in the particular fieldactivities,
etc.

The respective audit reports must be submitted 8UMor taking
measures to raise the BP effectiveness, as wad ather governmental
bodies.

There are some weak points in this “effectivenasdita approach,
namely vagueness in criteria of BP appraisal. Adiogr to the KRU
Order “On Improving the Audit of Budget Program étffiveness” (# 444
as of 18' December, 2005BP effectiveness evaluation should be carried
out using the following scale:

= “efficient”, in case the PI values exceed or egeigbected ones
related to the level of funding;

= “sub-efficient”, in case the level of Pls is sliyhbelow the one
expected for the granted amount of funding;

= “inefficient” if the level of Pls is significantljower than expected
in relation to assigned funding.

Such an evaluation scale generates the followingsamable
guestions: (i) how to approach the aggregationlofaRies in order to see
whether the overall performance is “efficient” astn(ii) to which extent
the Pl aggregate value may deviate from the “apypatas level, in order
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to be judged as “efficient”; (iii) how to define pyopriateness of observed
ratio between amount of funding and overall Pl lgvelhese questions
remained unanswered, and this leads us to ass@anhm#ény possibilities
for subjectivity in BP evaluation are present.

Despite the effectiveness audits are not intenaedd used for
charging budget offence against MSU administratous,interviews with
their representatives reveal that the KRU’s effestess audits actually
are not yet perceived by them as a useful tool @iateimproving BP
effectiveness. Nowadays, there are many examples) wRU’s audit
findings were used not for finding ways of BP imgeEment, but for
billing criminal offence against some implementensd highest state
officials. That is why realization of recommendasoproduced in the
course of effectiveness audits remains a big issugost cases MSUs do
not approach these recommendations seriously enpauglgrounds that
“they themselves know better how to run the BP’eifheaction to audit
reports could be rather offensive — frequently naggrom a letter of
disagreement with findings followed by a long-lagtiexchange of
messages, to silent ignoring. There are no meamaniswhich could
induce MSUs to adequately react to those findings.

Carrying out effectiveness audits at BP implementdemand is
hardly practiced. Since 2005, only individual caséshe practice have
been recorded, namely when new heads of minidepaftments were
appointed because they showed true interest in kgptlie real situation
within their bureaus.

Basically, the BP effectiveness audit is initiatedthe KRU basing
on its economic/social importance and on the amo@imublic funding
allocated. In addition, selection of the subjectaoflit depends on the
requests of other public bodies like the Account@igamber, the State
Tax Administration, the Customs Office, the Stateakury etc. With
KRU'’s current staffing and abundant BP number tfiecéveness audit
could not be all-encompassing.

The current register of BPs holds about 1 000 itesasit is not
physically feasible for the KRU to audit all rungiBPs within a budget
year. As a rule, only a minor part of them undesgties procedure. For
example, in 2008 the KRU held 18 effectivenesstaudh the course of
which the effectiveness of 63 BPs was studied;0092 14 effectiveness
audits covered 54 BPs.
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Given the current structure, the number of protessi personnel of
the service allows to hold the audit of one BP amcevery 15 years. In
the case of annual evaluation, it is necessarynteease the number of
personnel or to outsource independent experts witea. Presently, the
KRU is unable to pay labour compensation to sugbeds, hence they
are outsourced free of charge. In case of a radealease in the number
of BPs in the future, the current KRU staffing ntidie sufficient for
executing effectiveness audits of all BPs.

Since the KRU'’s limited staff capacity is relatem the amount of
work required to have all BPs evaluated, the isfugP scale and scope
should be mentioned here because their overabuadand weak
compliance to the PBB concept create significamblems for M&E
performance.

There is no official classification of BPs in Uknai From an M&E
prospective, it would be useful to distinguish BRSunctional criteria:

= BPs related to the realization of government poklayhin the
framework of the state mid- and long-term speciakppse
programs (they should be considered as “permariig);

= BPs related to the financial support of governmeptdicy (e.qg.
transfer of funds to international organizatiores)et

= BPs related to administrative functions.

All three types have been presented in the reseatinual budget
allocations; usually, the MSUs run all three difer types of BPs
simultaneously, which goes not well enough in hi¢h PBB concept,
because specific functions assigned to MSU are gptiong several
different programs, thus, also monitored and evatliseparately. We
suppose that expanding the budgeting time horiaamit-term planning
provided in the current version of Budget Code (®0&ould require also
merging these three BP types within the “permanBRt'framework.

As for now, the majority of BPs belongs to the set@nd third
groups to which approximately 90 per cent of budgetllocations have
been assigned.

There is no explicit distinction in M&E proceduras concerns the

BP of above-mentioned groups. But obviously, thecfional specificity
of BP requires differing approaches to M&E. Takitgs into account,
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most complex are BPs in the first group determinihg prospective
development of the national economy and sociegeimeral. The problem
with this group is BP average scale.

Vast majority of BPs related to the first group @te on a very small
scale (with amounts less than UAH million 20); thegcounted for less
than 10 per cent of budget expenditures; the aeesamle of a BP
dedicated to governmental policy implementationebareaches UAH
million 10.

The problem is also that the small scale of a BRewat almost
impossible to measure their public impact and soshaity. That is the
reason why the overseeing authorities opt for tingplest traditional
(soviet-type) approach to evaluation — checkingaliég and purpose-
reliance of public moneys spent without deeperstigation.

Weak public involvement in M&E of the activities @xecutive
bodies responsible for BP implementation is a comimsue for Ukraine.
The information about progress in BP implementatsonsually not made
publicly available, and the beneficiary’s influence the formation and
improvement of BPs is very modest or even neglggikinly recently, in
2010, a legal requirement to publicize the annuBl iBiplementation
results has been enacted.

Some evidence from practice of objective formulation
and performance measurement for the public sector

Certain peculiarities of the Ukrainian approactB#® documentation
make M&E quite problematic. Among these — obsofetens/templates
of main documents related to BP which prevent tlfrem being utilized
as effective instruments of M&E. BP passports ideliPls which very
often have no linkage to the BP goal and objectives

Pls are sometimes selected in a way that doesliogt eneasuring
them directly because of absence of relevant staisinformation.
Moreover, they may have no deep connection to tloeips they are
intended for (costs, product, effectiveness, qualithe last group of Pls
— quality — is the most controversial one becatisannot be objectively
assessed; so generally the relevance of usingMi&ik is doubtful. This
could be a reason for the absence of systematicaian of the goals
and objectives of a specific BP and of analyzing rtiain factors which
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may have an impact on program realization. Despftehe fact that

MSUs are obliged to submit (along with their peroadl progress reports)
detailed explanation on why Pl values deviate frili® set ones, they
usually do not do it.

Our analysis of documentation of the two largegi (@ UAH 10
billion annual spending each) BPs dedicated to riptor road
maintenance and construction and (ii) coal minimdustry support has
fully proven this constellation.

Budget program dedicated to motor road maintenance and
construction

According to its passport, this BP has a goal touse stable
functioning and development of the road net of ganesage. To reach
this goal, the following objectives have been $&}:formulation of the
public policy as concerns motor road constructig®) design and
implementation of the state programs dedicatedeeeldpment of the
transport corridors, secure road traffic, improvatend development of
the road facilities; (3) organization of constroati reconstruction,
renovation and maintenance of the motor roadssggective engineering
and service facilities; (4) technical renewingloé road facilities.

The following critiques could be appropriate whdssessing these
objectives:

= Concerning objective #1. Formulation of the statdicy in the
field of motor road construction could hardly bensimlered as an
objective of any BP because MSU (as a BP implemgehtes to

implementsome public policy adopted by the state and cannot

develop any public policy for itself. As concerndgs,Pnone
represents this objective.

= Concerning objective #2. It looks like design antbiementation
of the state programs could not be included toBReobjectives
because these ones have to belong to the domanahistrative
bodies. Relating its objective meaning, this olectcould be
split at least into three separate ones (developroktransport
corridors, getting higher security of road trafimhancing current
road facilities). These three real objectives aies@nted by two
Pls (related to lessening number of traffic accidem the BP
documentation.
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= Concerning objective #3. Basically, its formulatiolvoks
inadequate because BP itself cannot “organize” hamgyt
However, this objective is closely linked to the BPal and is
represented in respective PIs.

= Concerning objective #4. This objective is well egb related to
the BP goal, but it is presented in only two Pldakhooks not
sufficient.

One could state that all the objectives’ formulasidhave significant
flaws which respectively are reflected in P\dore over, not all of them
are connected to any measurable indicators. Itdvbaldesired to amend
the objectives’ formulations and redesign thedistespective PIs.

As concerns Pls, they are divided into four groapsprescribed by
respective BP documentation standards presentee abo

First group (costs) is represented by the followtmgee Pls: mileage
of motor roads of national importance; mileage afton roads of local
importance; mileage of shares with unfinished cmesibn and
reconstruction work. Basically, all three are nelevant for measuring
costs having no direct linkage to inputs used irurse of BP
implementation.

Second group (product) is presented by seven @) Runching
operation of the motor roads of national importadaenching operation
of the motor roads of local importance; mileagetted motor roads of
national importance with capital improvement; mgeaof the motor
roads of local importance with capital improvemamimber of applied
researches in the field of road maintenance andtaation; number of
persons receiving course of medical rehabilitatiommber of road
equipment purchased; number of constructed satigddacilities.

The last three Pls of this group cannot belongpimduct” because
they obviously represent inputs for road mainteraand construction;
they also are defined in a way that makes them denptful even for
cost Pls; the first four Pls in this group are aleiarly defined and could
be aggregated.

The third group (effectiveness) is representedhoge Pls: share of
capital renovation in total amount of work dedichte road renovation
and maintenance; mileage of the motor roads ofonatiimportance
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transferred to higher road category; mileage ofrttegor roads of local
importance transferred to higher road categoryiddfg speaking, all the
three Pls have no relevance to effectiveness asedeby respective
standards (relation of inputs and costs to prodwiyl could be
considered as PlIs for the quality group.

The fourth group (quality) is presented by two Riamber of sites
deregistered as sites of concentrated traffic aotgl diminishing the
number of traffic accidents caused by flaws in ro@@intenance. These
two Pls surely belong to quality measures, but thegorporate
significant risk of subjective judgment for roadlipe reports concerning
what really caused a traffic accident.

Summing up, we could see that Pls as determinedhi;n BP
documentation do not follow the MoF guidelines aming performance
indicator definition because most of them even dbmatch the group
they have to. They also are not closely relatedh® BP goal and
objectives. That is why these PIs in total are swtable to track BP
performance and need to be fully reformulated.

Budget program dedicated to coal mining industry support

According to its passport, this BP has an aim tmse simple-scale
reproduction and balancing costs of the loss-makimigrprises through
selling their produce and receiving budget meanishwill contribute to
the extended-scale reproduction.

Such formulation of the goal is quite vague and ¢omplicated. It
does not reflect the most important issues to beeddoy the BP (e. g. it
does not state which enterprises will receive budgpport — any or only
public ones; in fact, only public coal mining emqeses are eligible for
budget support).

In the BP passport, there is only one objective-ssécuring timely
wage payments for coalmineSuch objective is not linked to the above-
mentioned goal which requires much broader approad®P scale and,
subsequently, is not represented in Pls.

As concerns Pls of this program, there is no needigcuss them in
detail, because they have the same flaws as inafade previous BP.
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But they also have some distinct features with nthken not suitable to
measure BP performance.

First, the most Pl values here are set as “intgongections” of the
respective MSU. This fact itself makes it doubtftd, use them for
performance measurement. Pls vales must reflectatiteal state of
affairs, not the anticipated or projected one.

Second, the cost Pls include only unit cost ofdbal and amount of
salaries and wages to be paid, so they did natatethe total spending
within the BP.

Third, such indicators like loss margin in coalcgrand share of state
fiscal support per one t of coal extracted do raatehmuch common with
effectiveness measurement.

Forth, the quality Pls which are here basicallytdodicators; thus
they are not appropriate for quality measurement.

The examples of two BPs presented above demonstrae
performance measurement is one of the most probiemaues in M&E
sphere in Ukraine. In order to make PBB an effectiveans of public
expenditure management, the prevailing formal aggres have to be
eliminated. It also raises a question of the BRess®went in course of
which the flaws shown above can be filtered andecbed.

This all means that real PBB implementation in Uheastill has a
long way to go to allow for a functional approachmanaging public
funds at the central government level.

Conclusion

PBB and M&E as its integral part cannot be congdea panacea for a
decisive improvement of public sector budgeting.wdeer, reality is
pushing the government to try new approaches pragemore effective
for managing scarce resources dedicated to pudricce delivery, and to
demonstrate its efficiency and growing accountibiliersus societal
demands.

In Ukraine, the M&E system as concerns BPs looitlsistomplete: the
legal basics regarding M&E have been introduced &urigorous
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approach is still lacking. There is need for a iediflegal frame for the
whole public sector to regulate its institutionaides and unify
requirements for M&E implementation. The legislatiand normative
acts still lack definitions of the essence and gask “monitoring” and
“evaluation” as concerns BPs and, thus, do not nfi@kmal distinctions
between them. The current regulatory and legal ésmank does not allow
a full-scale evaluation of BP fulfilment, and thdses not create proper
grounds for increasing effectiveness in managirggbtifunds directed to
a specific BP. As a result, effectiveness auditlts®btained by the KRU
do not permit a comparison of different BPs angeetive managerial
decisions.

M&E is carried out mainly on the planning phaseséssment of BP
concerning its correspondence to the objectiveth@fstate development
strategy and funding capacity) and, to some extanthe implementation
phase (tracking BP cost estimate completion byStae Treasury and
the MoF). As concerns the effectiveness audits ibasically arex-post
control which is assumed to evaluate how a BP vesifopned after the
budget year ended, so it has no implications fe& ¢mgoing budget
process and needs to be performed as an elementedfium-term
budgeting, not only of short-term (annual) one. Phi@cipal M&E risk
under such a system could be associated with di@uaechanisms
where the procedures are formulated, but evaluatiberia are not well-
defined, and with an absent possibility to cori@et performance within
its implementation stage (especially when it isgrssd to support a mid-
termstatespecial-purposprogram)and finally, with institutional/personal
interrelations of “controllers” and the subjectstloéir activity — MSUs in
the first line.

Some drawbacks in the design and implementatiddPsfare observable:
the linkage between BP goals/objectives and Plesasyy a program’s
progress, is weak; in many cases, Pls do not fit faeevaluation of BP
performance; analysis of Pl value deviations issmig, formal approach
to BP action plan compilation makes it difficult toontrol its
implementation. Current regulatory and legal frammdwdoes not provide
effective stimuli for using M&E as a tool for in@ging the effectiveness
of BP administration.

Activities in evaluation are mostly dedicated tontrolling of BPS’
spending legality and purpose-reliance. Externaluation is conducted
in form of effectiveness audit (performed by the WRand covers many
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tasks usually performed in the course of prograaluation. The results
of monitoring and effectiveness audits are notyftdlken into account in
the public decision making process; informatiorulsg from M&E is
not available to the public. KRU's activities inrmucting effectiveness
audits are not fully effective due to persistingparfections in BP
documentation, lack of qualified staff to carry sutch evaluations on an
annual basis. Criteria for BP evaluation do nobwllfor an integral
evaluation of program effectiveness, and, in thegloun, for decision-
making with regard to some BPs.

While evaluating certain BPs, a differentiation @cling to their types
(one suggestion could be ‘scale’) has to be intteduin order use the
resources dedicated to auditing more cost-effeativie regard to overall
effectiveness.

It must be noted that the formal character of M&dfiaties is largely
preconditioned by the situation with the state ricea of Ukraine,
permanent budget sequesters and problems with arstate budget
approval (in the course of the last several yaahgs been approved with
severe violations of the Budget Code). Given thmsonitoring BP
performance is deprived of purpose in the absehgeoper funding. At
the same time, it preconditions a call for instiigta working M&E
system, raising the issue of reviewing the lisBéfs, banning its further
extension, and broadening the budget planning tioriz

To make some steps in this direction, the chang®ilegal framework,
an improvement of M&E procedures, and better iastihalizing could

be suggested. As concerns the MoF, it would be Iyigesirable to

approve a set of recommendations concerning M&Ehauktlogy to be
implemented at the MSU level. The role of BP assess has to be
raised significantly in order to avoid situationghmvrong performance
measurement. There also needs be an approvedemmgumt for each BP
to undergo a periodical evaluation procedure wégard to its specifics
and nature. MSUs should be pushed to institute mptax monitoring

system basing on reliable data sources involviadrtrme on-line access
of the authorized bodies to relevant BP information

In the long-run, a question of external evaluabdBPs could be raised.
Of course, an external evaluation would involveithoiolal expenses. As a
benchmark we could consider the five percent recented for the non-
commercial sector (Reed — Morariu, 2010) — butabtan average NPO
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spends significantly less. So an appropriate ex@&vel could be around
one percent depending on BP scale and specifics.
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M & E and Budget Program Perfor mance M easur ement
in Ukraine: Current State and Needs for | mprovement

Sergii SLUKHAI

ABSTRACT

The key elements of a performance-based budgetethadology have
already become a part of the mechanism for pubkpeediture

management in Ukraine. At the same time, therkrstihains the issue of
linking budget expenditures to specific results ieehd by specific
budget programs which defines the necessity of yappl modern

approaches to carrying out M&E. This study presamsanalysis of the
current state of M&E in Ukrainian public expendéurprogram

management and offers some solutions which coulgrawe its

functioning. The analysis has revealed the absehcigorous selection
of performance indicators to evaluate budget progiraplementation, a
need to better institutionalize the monitoring aebluation activities
through functional differentiation of budget progrs and changes in
approaches to their assessment.

Key words: Performance-based budgeting; Monitoring; Evaluation
Budget program; Major spending unit.
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