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I proper PPB reform is more than just a budgeting reforrrl
oo

> With PBB, budget takes on greater roles of being the government’s strategic document and a
communication tool, in addition to the financial/accounting perspective:

v a greater focus on expected results
v a greater focus on accountability for results (as opposed to compliance)
v clearer and more “accessible” budget

v practical and targeted linkages between strategic and budget planning

..and the potential benefits of PBB go beyond budgeting

> Budget users (line ministries and agencies) are provided with a better management tool by linkages with strategic planning

> Government is provided with a more direct tool for policy prioritization, i.e., for putting government priorities in action

> Parliament is provided with a better oversight tool with data on program level and contextual information on performance

> Citizens are provided with a transparency tool with increasing clarity and context

PPB PROMOTES CULTURE OF PERFORMANCE AND USER-
ORIENTATION



PPB is intrinsically linked to strategic

> PPB is the systematic use of performance information to inform budget decisions and to install greater transparency and
accountability throughout the budget process, by providing information to legislators and the public on the purposes of
spending and the results achieved (OECD definition).

> Splitting the budget into programs is the basis for PPB, but, the program’s goal and performance indicators are its heart.

> A budget program is a grouping of government activities in relation to a specific set of policy objectives (the guiding
principle should be the mid-level outcome). Performance indicators are measures for tracking progress in achieving
expected results of programs; they are categorized according to the level of expected result that they measure: output
indicators (which measure goods and services delivered) and outcome indicators (which measure what is achieved for
the final users and are in most cases additionally affected by external factors).

> There should be a link between functional, institutional, and program classification: the budget of each institution (line
ministry/agency) is divided into programs; however, budget programs can also be aimed at the achievement of cross-
cutting objectives. Key objectives should be identified in country-level strategic documents (national development
strateqies, sectoral strategies, government programs) and reflected in the institutional-level strategic plans/work plans.




BCOP’s PPBWG has had some discussions on the I

linkages between PPB and strategic planning
am"'ﬁ :

In initial PBB efforts in many of the PEMPAL countries, there was insufficient
involvement/ownership of the line ministries and insufficient political support.
Early efforts were also insufficiently connected to strategic planning, partly due
to weak and/or unstandardized whole-of-government strategic planning.

BCOP’ knowledge product (KP) Performance Budgeting and Spending
Reviews in PEMPAL Countries: Practices, Challenges, and
Recommendations (2020) presented survey data, benchmarked to survey
data for OECD countries, and provided food for thought, organized around
and supplementing the 2019 OECD Good Practices in Performance
Budgeting, with considerations for PEMPAL region.

The OECD is currently developing Performance Budgeting Framework. The
first draft was presented in the February 2023 meeting of the OECD Working
Party on Performance and Results, attended by the BCOP.


https://www.pempal.org/knowledge-product/performance-budgeting-and-spending-reviews-pempal-countries-practices-challenges
https://www.pempal.org/knowledge-product/performance-budgeting-and-spending-reviews-pempal-countries-practices-challenges
https://www.pempal.org/knowledge-product/performance-budgeting-and-spending-reviews-pempal-countries-practices-challenges

General advice from the PPBWG’s 2020 KP (1)

Rationale and objectives of performance
budgeting

Alignment of expenditure with the strategic goals

and priorities

Make it clear & Joint

strong-rooted ownership

Clear and wide PPB
frameworks with

PPB reforms
championed not only
by the MF and civil
service, but rather by
political leadership
more widely, across

strong legislative

basis and additional
guidelines; ensuring
adequate objectives

strat

and uses for decision-
making clear to all

branches

Connect more
directly to strategic

connection with

consider strategic
document template to
include Pls connected
to PPB
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Capture
cross-cutting
planning objectives and

ves

Clear and strong

Additional attention
to government-wide
objectives, avoiding
parallel processes of

egic planning,

initiatives for priority
budgeting (e.g. SDGs,
green, gender,
well-being)

Facilitating oversight by the legislature and civil society
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Decompose high

. 0
el obiactives Secure legislature's

engagement
Use theory of change

and logframe tools Integrate Pls into main

budget document or at
minimum supplementary

and map against
institutional set-up
to trickle to flow to
programs; linking
to both strategic
planning and
institution-level

information presented to

legislature and integrate

performance outtum in
execution reports

planning.

Flexibility to handle the varied nature of government activities and the complex relationships
between spending and outcomes:
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Provide capacity
building to the
legislature

Consider capacity
building of parliament
members and building
of technical expertise
administrative support

departments in
parliaments

Complementing tools enforcing performance orientation
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Give arole to SAI
inPPB

Provide a role for SAls
in PPB, at minimum
to review and validate
performance, while more
substantial roles should
be considered, including
performance audits
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Make PPB data open
and reusable

Provide reusable
performance data open
to public online; include
performance information

in citizens' budgets;

provide PPB capacity

building of CSOs and
media
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Balance standardization
and flexibility

Design programs and
Pls around outcomes

&institutions
Ensure not only

8
Ensure Pls follow rules

Rules: i) limited in
number, ii) clear, iii)
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Use tools
Ensure focus on complementing PPB
citizen-centric Pls
Tools such as SRs and

Consider the use of performance and impact

standardization and
coverage of all expenditure

by PPB but also enough
flexibility. Pls can be
defined for all programs,
but Pl type and usages
vary.

Determine program
scope and Pls around
final expected
outcomes but also
indicate connection to

institutions/departments

for accountability

trackable, iv) linked
with govt objectives, v)
avoiding lowest level
outputs, vi) use very
high long-term outcome
Pls but with additional
controllable Pls

different instruments to
gather citizens' feedback,
perceptions, and
satisfaction, with careful
considerations

Investing in human resources, data and supporting infrastructure:

evaluations complement

PPB, noting the need for

their careful design and
technical expertise
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Design SR
carefully

Design depends on the
economic, political, and
institutional context;
note the importance
of availability of
performance data and
usefulness of broader
expenditure review
prior to SRs

Encouraging performance-oriented behavior and learning
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Incentivize LMs
for SRs

Motivate LMs to
adequately engage -
broad political support
behind SRs can help;
moreover initial
incentives could also be
considered (e.g. part of
the identified
savings)
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Consider giving a role
to IAin SRs

Explore whether the I1A
function can engage
by e.g. checking the
quality of the design
of Pls, verifying the

performance data
accuracy, and assisting
in SR process
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Focus on learning from PPB and SRs

Responses to under-performance should
emphasize learning and problem solving,
rather than individual rewards and penalties

to develop a performance and learning
based management culture




I General advice from the PPBWG’s 2020 KP (2)
. ..

PYRAMID APPROACH IN LINKING STRATEGIC AND BUDGET PLANNING

'_ - - STRATEGIC PLANNING
For national and sectoral strategies, government
mandate strategies

Expected results and performance indicators at the
highest outcome level (Key National Indicators — KNIs)

e e= <>  BUDGET PLANNING

For submitting to Ministry of Finance for budget planning purposes (and
| subsequently to Government and Parliament in budget adoption process)
Expected results and performance indicators at the intermediate outcome
level (with connection to KNIs) and higher output level

INSTITUTIONAL PLANNING

For internal planning at the institutional level —
institutional work programs

A clear vertical hierarchy is advised, while ensuring that the program structure and performance indicators used in
budget planning are limited to the level that is useful for budget allocation decisions. Not using overtly
fragmentated program structure with too many multiple layers (e.g. programs, subprograms, activities, projects
etc.) for budget planning also gives more flexibility to program managers in budget execution.




I General advice from the PPBWG’s 2020 KP (3) I
oo

O Programs and performance indicators used in budgeting processes should be determined based on their
usability in budgeting and policy decision-making and should, in addition to being linked to
the government’s overall strategic planning documents, also be directly connected to the processes of
internal institutional work planning.

O Careful considerations are needed to design and monitor cross-cutting performance indicators to which
multiple ministries and line agencies contribute. Any initiative related to priority budgeting for select high-
level government priorities (for example gender budgeting, green budgeting, well-being budgeting, or
budgeting towards the SDGs) should be designed with care to ensure complete integration within the
program and performance budgeting processes and to avoid parallel separate processes.

O Highest-level cross-cutting strategic policy objectives should be decomposed into lower-level objectives
to flow through individual programs. The starting point for tackling these challenges is to determine a
theory of change and causal chain based on policy priorities. There should be indicators associated with
each level of expected results, from highest level outcome, through intermediate level outcomes, to
outputs. This policy causal chain should then be mapped against the institutional framework.
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policy planning and budget planning from the 2020

LEVEL OF
EXPECTED - e [ rw T e . LEVEL OF PERFORMANCE
RESULTS PROGRAM EXPLANATION OF EXPECTED RESULT LEVEL INDICATORS
STRUCTURE
rovernment-

Highest long-term impact indicators level

Main long-term social goal, which can be connected to a government mandate or to a national to which policies/ ———

development strategy if it exists. Multiple sectoral priorities can contribute to one national priority,
depending on how detailed national priorities are,

NATIONAL

(could be Key National Indicators — Strategic
KNIs) Planning

Key agpregate high-level result/strategic objective to which all main programs within the relevant . r T
sector contribute, Defined in sectoral strategies/sectoral development plans. Multiple peneral budget Highast-level ey pileo o Sectoral
; : e . - . sectoral level to which
programs can contribute to one sectoral priority and one or more sectoral priorities can contribute to one
national priority. Can be connected to one of ten broad objectives af the first-level of COFOG functional
classification, as well as to the sevenieen Sustainable Development Goals (8DGs) — alfernatively, the
SDG connection can be made at the national priority level, depending on how detailed national priorities
are, in which case SING targets wouwld be connected to this level.

Strategic
Policy
Planning

policies/programs contribute (KMNIs
could also be at this level, depending
on how detailed national priorities are)

Highest outecome to which multiple individual programs contribute. One or more peneral budget Intermediate to high outcome
programs can contribute to one sectoral priority. Can also be called main program or government indicators to which higher-level output Budget
program or general program. It is a grouping of government activities in relation to a set of higher-level indicators contribute, but which can be
policy objectives, which can be cross-institational, Can be connected fo 69 areas within the second level  affected by ofher factors cutside of Planning
COFOG functional classification, as well as to one of 169 8D targets, control of implementing institutions

Lower-level outcome indicators that
Outeome from & grouping of povernment activities in relation to a specific set of policy objectives, are under control of implementing
at the level of an institution/agency/Ministry. Multiple subprograms/activities can contribute to one institutions to a great extent and/or
general budget program and one or more programs can contribute to one general budget program. higher-level output indicators

Activities to use resources to achieve results at program level. Can also be called activity. One or more Lower-level output indicators and Institution-

subprograms/activities can contribute to one program.
Resources for implementation of activities

process indicators that are under full
control of implementing institutions
Input indicators

level
Planning and
Management




An example of the possible design of an interlinked strategic
policy planning and budget planning from the 2020 PPBWG KP
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EXAMPLE OF
NAMES OF
LEVEL OF EXPECTED
EXPECTED RESULTS RESULTS/
FROGRAM
STRUCTURE

EXAMPLE OF EXPECTED RESULTS EXAMPLE OF INDICATORS

NATIONAL SAFETY Increased level of safety for citizens Percentage of citizens who assess overall
PRIORITY general level of safety as high
Lower general crime rate (connected to
SECTORAL CYBER SAFETY [.'{JF{JT:; 03 on pu.t_u'jc _.-ere.r and safety and Crime rate for targeted crime [ype/area - e.g.,
PRIORITY ) SDG 16 on piece, justice, and strong cyber crime
institutions)
Increased effectiveness of police forces
GENERAL BUDGET POLICE FORCES {connected to COFOG 03.1 on police Effectiveness of police forces measured for
PROGRAM ' i services and to SDG relevant target for the example by share of cases that are solved
specific erime type, e.g. 16.2)

Share of solved cases per type
Adequately trained and equipped police Number of police officers (or share of all police
forces stations) that are given new training and
equipment
TRAINING Number of training hours delivered; Number of

INVESTMENT IN
PROGRAM MODEBRNIZATION
OF POLICE FORCES

SUBPROGRAM EQUIPMENT Training conducted and equipment delivered

RESOURCES FOR

EQUIPPING POLICE  1Tainers, new equipment, training plan Funds used for training/equipment

FORCES
IMPORTANT Do not get bogged down by the terminology and definition of high-intermediate-low outcomes and
outputs: for different types of public services there will be different possible levels, use this overall logic but
practice common sense

equipment pieces delivered




Concluding summary thoughts - do not lose “the big

i icture”
[ 02.)
DT

> Adequate strategic planning (at both the government-wide/sector level and at the institutional level) linked with PPB

has now been recognized as the key success factor in PPB reform.
PBB is aspirational, it is how budgeting truly should be (i.e. public resources allocated for delivering results)...

...but it is one of the most complicated reforms and cannot be championed only by the MF — political will is essential,
as well as ownership by the line ministries and the legislature. PPB is complicated as it reaches beyond just a
technical budgeting reform; if done properly, it affects overall ways in how the public sector functions.

There is no one-size-fits-all design for PPB and the ways in which it should be connected to strategic planning. Each
country is advised to carefully consider the global advice through the lens of its own unique historical, institutional,
administrative, and political context and specificities and to implement the reforms in a step-by-step approach.

Simplicity in the design of PPB and the linkages to strategic planning fosters accountability and transparency — the
design should be practical and implementable in order to be truly usable and useful, rather than a tick-a-box burden.

Do not get the main point out of sight — PPB is a journey, not a destination! The purpose of PPB is a performance-
oriented culture, constant learning and problem-solving, and course correction. It is about constant improvement, not
rewards and penalities.

There have been recent efforts to improve the PPB system in several PEMPAL countries, including the focus on
linkages with the strategic planning (e.g., Bulgaria, Georgia, and Bosnia and Herzegovina).
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