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BNUAHNE BPEMEHU OXUOAHUA KOMMNEHCALIUM HA NOANbHOCTb KNMEHTOB
HA NMYTU K MHOITOCTYNEHYATOW YCNYTE B PECTOPAHE MOJIHOIO OGCNYXXWUBAHUA:
AOAHHbIE NO HOUU

HccnedoeaHus nokasbiearom, Ymo epemMsi oxxudaHusi 8 cgpepe yciyz se/1siemcsi 8aXKHbIM UCIMOYHUKOM OUeHKU yciy2 3aka34ukom. Ha camom
Oeste, epeMsi sienisiemcsi 0OHUM U3 KOMMoHeHmMoe obujeli cmoumocmu, Komopyto Hecem kKnueHm. CmoumMocme siefisiemcsi OCHO8HbIM KOMMOHEH-
MmoMm 80CMPUHUMaeMo20 ypagHeHUs 3ampam u 8bi1200, KOmophble KIIUeHm ucrnosb3yem, Ymobbl OyeHUMb ee, Uslu e20 MNOCMOsIHHbIU 8bI60p onpe-
OdeneHHoU ycrnyau. B 6onbwuHcmee ycnye KnueHmMbsl paccMampuearom oxudaHue, Kak nycmyro mpamy epemeHu. OOHaKo, ¢ MOYKuU 3peHuUst Kiue-
Hma, 8 c/ly4ae pecmopaHa ¢ MoJsIHbIM CIIEKMPOM ycilye, oxudaHue npedsudumcsi, a uHo20a U )xenamenbHo. Mpedbidyujue uccriedosaHusi, 8 OCHO-
eHOM Ha 3anade, npednonazarom, Ymo, ko20a KIueHmMbl OyMarom, Ymo xo0amb o06cyKueaHusi CIUWKOM A0J120, OHU CIMaHo8sIMCsl MeHee 0080J1b-
Hbl 06wuM Ka4ecmeom obcnyxueaHusi. Ha ocHoeaHuu ycnosull uccriedogaHusi 8 nosiHomacwma6bHoMm pecmopaHe 8 MHAuu, 8 amoli cmambe Mbl
uckanu omeemsi Ha dea uccriedoeamesibCKUX 80Mpoca: eo-nepebix, Kakoebl demepMUHaHMbI obuiell y0oes1emeopeHHOCMU oM 8pPeMeHU OXxuda-
Husi; U, 80-eMOpPBbIX, KaK esiusiem epemsi O)KUudaHusl Ha JI0SI/IbHOCMb KITUEHMOoe.

Knroyeenbie crnoea: nosinbHOCMb KITUEHMO8 , 8peMsi OXXUOaHUs1 y00es1emeopeHHoCmu , Clyx6bl yrnpaesieHust.
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STRATEGIC PLANNING AS A NECESSARY PREREQUISITE
TO SUCCESSFUL PROGRAM BUDGETING IN GEORGIA

This article gives answers to following important questions: What are the main tasks and aims of strategic planning and
program budgeting in the context of managing the public finances? Why the introduction of linking between strategic planning
and program budgeting, oriented to the result, is important in Georgia? The paper emphasizes the efforts of Georgian authorities
to implement performance-based program budgeting. Based on the initial results, authorities decided to establish a link
between strategic planning and budgeting, as a condition for implementing performance-based budgeting. It presents steps
toward this goal and outlines some remarks on future measures.

Keywords: public finance, strategic planning, performance budgeting, output, outcome, performance indicators.

Introduction the main public policies to be financed. Introducing the
Strategic planning plays the role of an instrument that strategic planning system also creates the premises for a
promotes coherent public policies, ensures quality and the clear, coherent and well-argued competition regarding
right justification of the budgetary programs and backs up financing of the additional initiatives of line ministries (a
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mechanism for financing public policies which are initiated
after the budget is approved). Strategic planning can be a
useful and even an instrumental tool to provide efficient
management of public finances in the context of
performance-based program budgeting implementation.

Performance-based program budgeting is the practice
of developing budgets based on the relationship between
program funding levels and expected results outcome of
the program. In other words, it is the linkage between
funding and results (outputs and outcomes). Program
budgeting implies public expenditures by type of activity.

Aims of the program budgeting includes:

¢ Maintaining the general fiscal discipline;

e Allocating resources according to the state
priorities;

e Supporting service effectiveness;

e Linking the country's
development strategy to the state budget;

e Allocations based on the priorities from the strategy;

e Increasing the accountability and transparency of
the results achieved;

¢ Eliminating some (identified) problems completely;

¢ Significant improvement in the suitable field, having
influence over the country priorities.

The programs — objective-based categories of
expenditure, where objectives should generally refer to
the intended outcomes of the expenditure associated with
details on what work is to be done. Budgeting based on
programs has placed the emphasis explicity on the
budgetary choices between competitor policies. While
performance budgeting aimed to discover the most efficient
method to achieve a certain objective program budgeting
has regarded the objectives as variables. Therefore,
program budgeting strived for a connection between the
program's costs and the results of the public programs.
This budgeting method is intended to be an alternative to
the conventional practice of making budgetary
compromises, its supporters claiming that the decisions to
allot the budget expenses will be taken in accordance to
the marginal value which can be obtained through a
different use of the budget's resources.

From a political point of view, program budgets have a
great potential to allow the Parliament to analyze political
implications of the decisions regarding public expenses
because these are concentrated on generating information
about the efficiency of services in connection to the formal
objectives that were set for them. In contrast, from the
economic point of view, because of the reasons stated
above, the program budgeting represents a lead in relation
to the performance budgeting.

Based on the economic theory of bureaucracy, it can
be noted that the information supplied by this type of
budget helps the Parliament to fairly assess considerable
benefits resulted from the budgetary allocations. Besides,
this generates tension in the executive branch, because
this branch can't influence the information about individual
benefits. Therefore, the information on effects is welcomed
because although it won't impact productive efficiency, at
least not directly, the efficiency of allocations will grow
when the members of the political authorities improve their
estimations regarding the benefits.

The paper utilises official reports as the primary source
of the information from international and national
(Government of Georgia; Ministry of Finance of Georgia;
The State Audit Office of Georgia) resources. In addition, the
paper uses the legislative as well informational analytical
basis and materials regarding the budgetary system.

The main research questions of this paper are:
What are the main tasks and aims of strategic planning and

social-economical

program budgeting in the context of managing the public
finances reforms? What kind of influence do the systems of
strategic planning and program budgeting have on
management practice of the public finances in Georgia?
Why the introduction of results-oriented performance-
based budgeting is important in Georgia?

The paper is structured as follows: Section 1
presents a brief literature review regarding the role of
strategic planning and its linkage to performance
budgeting. Section 2 provides analysis of shortcomings
and development of public finance reform management in
Georgia. Section 3 focuses on a critical investigation of
policy planning system framework in Georgia and the last
section offers concluding remarks.

1. Literature review

Strategic planning's origins per se, as used in the public
sector, can be traced to the late 1950s and early 1960s. The
U.S. Department of Defense began to look for better and more
useful ways to plan for its long-term needs while at the same
time achieving cost savings. The advent of the Planning-
Programming-Budgeting-System (PPBS) began what was to
blossom into a series of varying strategic planning and
budgeting systems. PPBS promised to do several things to
improve federal governmental operations. Some of these
anticipated improvements included: establishing long-range
planning goals and objectives; examining the costs and
benefits of these expected ends; comparing and contrasting
alternative activities to achieve agency goals and objectives;
and, establishing multi-year projections for both executive and
legislative consideration when considering annual budgets
and appropriations (Young, 2001).

Streib and Poister (2002), in an article describing the use
of strategic planning in municipal governments, state that
local officials began seriously to use strategic planning in the
1980s. This was caused principally by local governments'
reaction to "Reaganomics," which ultimately resulted in a
series of draconian cuts of federal funding to city and county
governments. In terms of definition, Streib and Poister define
strategic planning as something quite basic and necessary,
that is, a planning effort or method "to focus scarce
resources, to maximize effort, and to exploit opportunities."
They state further that strategic planning is that which: seeks
to revitalize an organization by channeling effort toward the
most important goals and activities. The use of strategies
has military roots, and we hear of business strategies of
different kinds. Strategic planning is an essential part of
aggressive results-oriented management. It is a "big picture”
approach that appears well suited to our rapidly changing
world. (Streib and Poister (2002).

Hines (1991) speaks to strategic planning in a similar
fashion. He emphasizes the common planning elements of
strategic planning, such as, the determining of mission,
result areas, critical issues, goals, objectives, and
strategies. Of particular importance to Hines is the
determination of critical issues. He states that internal and
external factors (viz., critical issues) to an organization are
vital to the strategic planning process.

Bryson (1995) defines strategic planning in a more
comprehensive and political sense. He states that strategic
planning is an excellent method for an organization — a
governmental or quasi-governmental one — to contend with
fluctuating situations and circumstances. Bryson argues that
the main aim of strategic planning is to think and act
strategically. Additionally, as a planning exercise, in the real
world, it should assist in facing the critical issues Hines is so
keen on. Further, strategic planning is necessarily cognizant
and attuned to political realities. Bryson believes that
strategic planning "accepts and builds on the nature of
political decision making". In government, much that is
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decided, insofar as agency missions and goals for example it
is tied to political decisions. Budgets and appropriations are
likewise made by elected officials and are political in one
way or another. Strategic planning for Bryson is hence a

method of systematically keeping up or ahead of changing
environments and is out of necessity politically sensitive.

Jack Koteen (1989) defines Aims of Strategic Planning,
wich is ilustrated in the table given below:

Aim Definition
Provide Strategic In setting direction, three purposes stand out: 1) strategic planning
Direction sets goals on where an organization wants to go; 2) it indicates where resources are to be concentrated;

land 3) it gives top priority and attention to strategic goals.

Guide Priority Use
of Resources

Resources are scarce or limited. Strategic planning allows for
isound and pointed allocation of resources — human, financial, and material.

Set Standards of

Strategic planning allows an organization to establish shared

Excellence values and standards of excellence.
Cope with Strategic planning aims to be flexible and provide contingencies
Environmental Uncertainty and [for uncertainty and change.
Change

Provide Objective
Basis for Control and
Evaluation

as a basis for control.

Strategic planning allows for marking success and failure.
Performance measurement or tracking of strategic objectives and action plans are of significance and serve

Source: author's compilation

Today, the strategic planning system in USA has
advanced and has been integrated with its performance
budgeting system. The Texas strategic planning and
budgeting system is officially called the "Strategic Planning
and Performance Budgeting System," commonly referred
to by the acronym, SPPB. SPPB is described by the state's
auditor as "a mission or goal oriented system that joins
strategic planning and performance budgeting within the
overall framework of the state's appropriations process. In
short, SPPB is a system utilized to make agency spending
determinations as they are linked to expected agency
results. (Richard D. Young 2005).

Performance budgeting, a practical and technical term,
aims to use performance information for managing
budgets. However, due to differences in kinds of
information used and the ways in which information is
used, the term has various definitions and types. According
to the concept of the Government Accountability Office
(GAO) (1993), performance budgeting should link
performance levels with specific budget amounts, so that it
can encompass Planning Programme Budget System
(PPBS), Management By Objectives (MBQO), and Zero-
Based Budgeting (ZBB). The Organisation for Economic
Co-operation and Development (OECD) (2003) defined
performance budgeting as "a form of budgeting that relates
funds allocated to measurable results". Also, many
literatures define performance budgeting as a process of
linking budget decision making to performance of
programmes (Lauth, 1985).

More broadly, Jordan and Hackbart (1999) stated that it
is "preparing the budget document with identified
performance measures." McGill (2001) defined it as "the
process of linking expected results to budget levels but not
to any particular approach." He argued that there was, in
the end, no definitive process of performance budgeting.

Emphasizing the formality of producing performance
information, Bobinson & Brumby (2005) defined
performance budgeting as "procedures or mechanisms
intended to strengthen links between the funds provided to
public sector entities and their outcomes and/or outputs
through the use of formal performance information in
source allocation decision-making". From the perspective
of an administrative reform, Andrews & Hill (2003)
explained performance budgeting as an institutional reform
that shifted input-oriented into outcome-oriented budgeting.

In recent times, performance budgeting has tended to be
more closely associated with long/mid-term strategic planning

or mid-term expenditure frameworks. Indeed, many
governments tend to attach strategic plans to budget request
documents. The strategic plans set objectives or goals for the
organizations and activities, and these provide a guide for
performance measurement. In this context, some researchers
have defined performance budgeting as "requiring strategic
planning regarding agency mission, goals and objectives, and
a process that requests quantifiable data that provides
meaningful information about program outcomes" (Melkers
and Willoughby, 2003; re-cited Robinson and Brumby, 2005).
However, Melkers and Willoughby's definition encompasses
non-budgeting activities, so that it expands the concept of
performance budgeting to broader managing-for-results
(Ronbinson and Brumby, 2005).

2. Shortcomings and development of Public Finance
Reform in Georgia

Public Finance Reform in Georgia that started since
2004 included introducing Medium Term Expenditure
Framework (MTEF), improving main aspects of budgeting,
implementing Government Finance Statistics Manual — 2001
(GFSM 2001) classification for all levels of the Budget and
moving to Program Budgeting. New regulations introduced
in budgeting were depicted in the New Budget Code of
Georgia, which has been elaborated and adopted by the
Parliament in 2009 and is in force — has been enacted since
2010. The Budget Code incorporated in itself all the laws
regulating the whole Budgetary System at the central level
as well as for the Budgets of Autonomous Republics and
Local Self-governments. The new code also declared the will
of Georgia to gradually move to program Budgeting from
2012 for State Budget and from 2013 for the Budgets of the
Autonomous Republics and Local Self-Governments. At the
level of the central public administration, Georgia has
experimentally introduced the program budgeting in the year
2011 in 6 Ministries and in 2012 this type of budgeting was
extended to all the Ministries.

Georgia has been formally moved to the program
budget oriented towards the result already for the fourth
year, but the country's parliament approves the state budget
without the part of the program budget (as enclosure).
Therefore, on the fourth year after moving to program
budgeting, the program budget of the country still has no
legal power. According to the Ministry of Finance, it will be
quite difficult to determine the expected results and
estimation indicators exactly at the initial stage for
introducing the program budget. In case of approving them
by the law initially, it is possible to set the question of
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responsibility of any program or/and sub-program. It is
significant to note that delaying this process may seriously
threaten development of the budgetary system oriented on
the results and encounter directly the practice of making the
program budget superficially. One can say that from 2011
till today no program budgets of the country were oriented
towards the results — results-oriented.

It is mentioned in the program budget methodology that
at the initial stage, when the budget must be constructed in
a new format, means three years period, program budget
format should be improved. During this period one must
improve the methods of elaborating the results' indicators,
and the information from the indicators must become the
means of measuring the implementation really, exactly and
effectively. Comparing with the enclosures of 2012-2015
program budgeting tendency of improving the quality of
program budgeting is not distinguished. Year by year
information about the activity of programs and sub-
programs has been decreasing, which, first of all, is
expressed in its being less detailed. Aims and measures
are not separated and they are mixed as well as the
indicators of final or/and median results. From the 5th
chapter of the state budget (priorities and programs of the
state budget) long descriptions of the programs and sub-
programs are invariably copied. Absolute majority of the
indicators of given estimation is formed so generally, that it
makes impossible to measure any result. Even worse, on
the fourth year after moving to the program budgeting we still
have no indicators to measure the median and final results.

Program budget methodology has been updated in
2015. New methodology proposes new regulations which
recommending to the line ministries (describing Action Plan
preparation procedures within the line ministries) how to
develop programs and subprograms, prepare costing for
each kind of programs (such as, administration and
management, service delivery, subsidies or infrastructure
programs), determine the expected outputs and outcomes
and performance indicators based on their medium-term
plans, sector strategies and available resources. Additional
information is requested to spending agencies to submit
their program budget annex, such as, the baseline of
indicators, targeted indicators/data, deviations from
targeted indicators and possible risks for each program and
subprogram. The programs/subprograms/activities in the
above-mentioned Action Plans or sector strategies should
be relevant to Annual budget and Basic Data and
Directions (BDD) document.

In 2016 state budget, the program budget part has
been prepared according to the New Methodology. Also,
Medium Term Action Plans have been prepared by five
pilot ministries.

The Budget Code of Georgia requires that all primary
spending units provide a report on programs as an annex to
the budget. The law required that the Government, through
the Ministry of Finance, elaborate the projects of annual
budgeting laws and of the budgets. Among others, these
projects were based on the programs drawn up by the
primary spending units in order to finance actions or a set of
actions that are associated with accurate objectives and
results indicators and efficiency indicators. The programs are
accompanied by the annual assessment of each program's
performance which must set out the following: actions,
associated costs, aimed objectives, estimated and obtained
results for the coming years, measured by precise indicators,
whose choosing is justified.

Thus, each program must define:

¢ the final purpose of the activity carried by a Ministry
or a different central public entity;

o the aimed objectives, meaning the expected results
that occur after running the program and which must mark
a certain progress in reaching the desired goal;

e defining the program, specifying the priorities and
indicating the time horizon it refers to;

e assessing the increasing possibilities of the
efficiency/effectiveness after running the program;

¢ the financial effort needed to carry the program;

e results indicators, qualitative and quantitative
indicators;

¢ financing the program — total financing and sources
of descent.

e The government approved the programs drawn up
by the primary spending units. A few problems were
encountered regarding the programs' settlement:

e in some cases, the programs were established
depending rather on the activities than on the policies;

e in other cases, the programs were established
depending rather on the finality, than on the policies.

From 2012, each ministry had several performance
indicators with programs presented. But program budgeting
does not seem to be a serious requirement as there are
little incentives to make spending units take it seriously and
parliament and civil society have not used the data to hold
the executive to account.

In 2015, the State Audit Office of Georgia noted that
line ministries needed to improve the realism and
relevance of the quantitative and qualitative performance
indicators presented with the programs. As an answer, the
Ministry of Finance has issued order approving the
instructions on the content, format and structure of
programs. The instructions provided guidance for line
ministries in developing their budgets and they require that
the line ministries evaluate the efficiency of allocations. The
annexes to the budget provide the related performance
indicators for the programs.

3. Policy Planning System Framework in Georgia —
A Critical Investigation

The policy planning system framework in Georgia
based on a series of strategic documents: ,,Social-
Economic Development Strategy — Georgia 2020", "Policy
Planning System Reform Strategy 2015-2017", "Public
Finance Reform Strategy and Action Plan", "Georgian
Public Administration Reform Strategy”, "Action Plan for
Open Government Partnership”, "National Anticorruption
Strategy and Action Plan", as well as the sectoral policies
and strategies. The problem is that, across these various
products, it is difficult to find comprehensive consistency of
thought and strategic direction. The various strategic
documents all derive from different processes involving
different players and with different purposes — some are of
political character, others are focused on EU accession, yet
others are target at EU fund access. In reality, none is a
proper strategic government-wide framework that gives
unequivocal direction to the Gorgian people and public
sector about what the government intends to achieve.

Government never had sufficient mechanisms to
ensure the following:

e the revision of the political commitments that are
planned or already exist in the mentioned strategic
documents through the new information tied to the macro-
fiscal framework;

¢ the revision of the planned or already existent public
policies in light of decisions to follow other goals of policies
rather than the ones in the documents mentioned above;
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¢ identifying the degree in which different aspects of
the existent set of policies can be put into practice on
medium term, therefore the degree in which the time
running and the implementation details of some policies
must be changed;

o the actual testing of the viability for the current
public policies options through a process of strategic
planning which will give information about the impact and
probability of their successful implementation.

More specifically, the following problems were
identified: There is no legislation based, that defines each
sphere and stage of policy planning which shall include
policy study, policy preparation, policy reporting, policy
monitoring and valuation. There is no clear indication as to
what the link between strategic planning and policy
framework is, what kind of order exists and what kind of
correlation is observed between them.

The lack of clear policy direction in these documents is
in large part a result of the fragmented processes by which
policy is developed. There was no strong central policy
"channeling” mechanism in the Cabinet responsible for
issuing clear high-level directives and then ensuring that
policy proposals all related to these, and that they were
reflected in the budget. The fragmented process also
results in Cabinet officials (like ministers) becoming
involved in detailed aspects of policy delivery (typically the
purview of delegated agencies like line ministries). This
also led to the introduction of a significant number of policy
products (including passing of new laws) that were not
disciplined by a policy framework, or costed. In a number of
cases, these resulted in unfunded mandates, sometimes
introduced for implementation within a specific budget
period (requiring significant funds movements, which
undermined the value of the formulated budget).

Being aware of its policy-making weaknesses,
Georgia's government has pursued various reforms in the
past three years. These include organizational changes
across and within ministries. An important role in the public
policies process is played by the Chancellery of the
Government of Georgia. Nowadays, it transformed to the
Administration of the Government of Georgia, which has
the following main tasks:

e Setting and coordinating the priorities derived from
strategic documents in order to achieve the objectives of
the Government in partnership with the resort ministries;

e Correlating the governmental policies with the
commitments and conditions undertook by the Cabinet in
relation with international organizations;

e Coordinating activities related to working out
government programs and control of fulfilment of these
programs;

e Supporting and monitoring of implementation of
social-economic and other state purposeful programs;

e Participating in measures related to working out the
draft state budget;

A sequel of this measure was the drawing up of the
Policy Planning System Reform Strategy of improvement
the elaboration, coordination and planning system of the
public policies at the level of central public administration in
2015. Strategic planning within the central public
administration is seen as an action that reunites in a single
management framework such aspects as: public policies
planning, budget drafting, establishing the priorities and the
organizational planning.

According to the Policy Planning System Reform
Strategy and Action Plan, the strategic planning in Georgia is
introduced in two stages. In the first stage, the management

component of the strategic plans was prepared. Its content
targets the following aspects: the institutions’ mandate, its
vision, joint values, the analysis of the internal and external
environment, the medium-term priorities and the activity
directions. The Minister who is in charge of referred to
Ministry will approve the final draft of the management
component of the Institution's Strategic Plan. Before signing
the final draft of the Strategic Plan, this must be assorted at
the level of all the ministries and must be presented within
the Government's preliminary work meeting. This will ensure
that the way in which these norms are imposed by the
methodology is kept trace of, as well as an exchange of
good practice between the ministries.

For the trans-sectoral policies, the management
components from the strategic plans of the ministries must
be conformed through the inter-ministry permanent
councils. The councils have an advisory role, and their
involvement will insure the coordination of the activities that
take place in different ministries that have distinct tasks
within a political segment. This will lead to the avoidance of
their overlapping in functions and activities. At the end,
after all the conforming procedures are applied, the
updated and improved draft of the strategic plan will be
adopted by the government, as well as the public policies
documents or other projects for normative documents.

The solicitation that the line ministries present within
a matrix with information regarding the ministries'
policies, objectives, expected results, beneficiaries,
current status (related to the public policies), activities of
the reform programs and budgetary implications and
risks was simultaneously introduced in 2015 for the
budget of the year 2016.

The second stage took into account the program
budgeting component, which will insure the necessary
connection between the public policies planning processes
and the processes regarding the preparation of the budget.

The methodology regarding the strategic planning
system on medium term for the central public administration
institutions mentions that the Finance Ministry will include in
the annual methodology of the budget elaboration
instructions about the necessity to establish a clear
connection between the public policies and the priorities in
the strategic plans of the spending units, on one hand, and
the budgetary allotments, on the other hand.

In accordance with the strategic planning methodology
— the program budgetary component, each program
described by a strategic plan must correspond to a
program that is really included in the yearly law of the state
budget. In case of the ministry which creates a new
budgetary program or sub-program during the elaboration
of the budgetary programming component, this will appear
within the strategic plan, and afterwards is undertaken in
the documents needed to draw up the budget. So, the
documents will be updated after the passing of the budget
by the Parliament.

The following will be presented for each budgetary
program for drawing up of this component of the strategic
plan: the analysis of the current state, the objective of the
budgetary program, performance results and indicators,
new financing initiatives, implementation mechanisms and
the main tasks as well all the program's financing.

Performance Management Framework Development

The clarity in expressing the objective(s) is essential for
the success of a program's implementation, allowing the
targeted allotment of the budgetary resources. In many
situations, establishing the objective actually represents the
solution to a major problem. These objectives should be
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defined SMART: Specific,
Relevant and Timed.

The performance results and indicators must be
defined in close relation with the program's objective. The
results of the program can be divided in two categories:

o the outcomes of the public policy — which describe
in a measurable manner the changes that occurred in the
economic, cultural and social environment. These
represent the long-term impact generated by the results
obtained in a different time period. Afterwards, the policy's
results allow the decision factors and the society to
evaluate the degree in which the objectives were achieved
during the implementation step or after;

o the outcomes of the actions — which are services or
products supplied by an institution depending on its goal
and for which the institution is totally responsible.

The outcomes of the public policy and the outcomes of
the actions must have a series of features in order to be
useful in the budgetary planning process.

Therefore, the outcomes of the public policies are [4,
p.11]:

e should adequately
objectives and priorities;

e should be indicated by the
community;

e should be differentiated from
strategies to which they contribute;

e should clearly identify target groups, if so focused;

e should be achievable in the specified time frame;

e should be possible to monitor and assess the
achievement of the outcome;

e should be possible to identity the causal link
between agency's output and the outcome;

e should have clarity in definition and description to
be easily reported externally.

The outcomes of the actions are:

e should be a good or service provided to
individuals/organizations external to the agency;

e should be able to be clearly identified and
described;

e should be for final use and not for an internal
process or intermediate output;

e should contribute to achievement of planned
outcomes;

e should be under the control (directly or indirectly) of
the agency;

e should be able to generate information on attributes
of performance — price, quantity and quality.

e should generate information that is a basis for
performance comparisons over time or with other actual or
potential providers.

Performance indicators are measurable factors that
show the degree in which the results were reached. The
indicators must be drawn up based on the existent
statistics. The results achievement level can be tested with
the help of a limited number of indicators. It is not
necessary to elaborate more indicators based on
expensive sampling methods for data if there is a
possibility to get the same results with less effort.

All the results of the policy and actions must be in close
relation with the results established in the public policies
documents. If there is no policy document for that
respective area, then the results of policies and actions as
well as performance indicators must be enunciated during
the drawing up of the program budgeting.

Measurable, Achievable,

reflect the government's
impact on the

the agency's

Based on the stipulated measure, the Georgian
government tends to integrate the budget in the strategic
planning system. Thus, depending on the information and
data included in the program budgeting component, the
Ministry of Finance in Georgia strives to prepare the public
expenses framework on medium term as well as the sectoral
ceilings for the annual budget. Furthermore, budget projects
of ministries sent to the Ministry of Finance must be drawn
up according to the budget programming component.

These actions represent essential elements for the
introduction of the performance-based budgeting, which is
an important mechanism for the fiscal and economic
sustainability in Georgia.

Concluding Remarks

Strategic planning can be a useful and even an
instrumental tool in achieving efficient management of
public finances in the context of implementing
performance-based program budgeting. Performance-
based program budgeting is the practice of developing
budgets based on the relationship between program
funding levels and expected results from that program.
Performance based budgeting support the service
effectiveness and efficiency, promoting increasing the
accountability and transparency in connection with the
results. From a political point of view, performance-based
budgeting has a great potential to allow the Parliament to
analyze political implications of the decisions regarding
public expenses because these are concentrated on
generating information about the services' efficiency in
connection to the formal objectives that were set for them.
Georgia has been formally moved to the program
budgeting but needs further development to improvement
up to performance-based budgeting. The following
problems were identified: there is no legislation adopted
that would define each sphere and stage of the policy
planning, which shall include the study, preparation,
reporting, monitoring and assessment of policy. There is no
clear indication as to what the link is between strategic
planning, budgeting and policy framework, what kind of
order exists and if there is a correlation between them.

The basic budget policy framework system has already
been established in Georgia but it requires further
strengthening. Moreover, additional work on reforming is
needed in the following spheres: Improvement of program
budgeting; Strengthening links between strategic planning,
budgeting and policy framework.
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[. O6onanse, acnipaHT, acucT.

IHcTUTYT ekoHOMIKM i GisHecy, Inneto aepxaBHUN yHiBepcuTeT (1QY),
ronoBHMI cneuianicT BiaAiNy ouiHKU BapToCTi i 3aKOHOA4AaBYMX OpraHiB,
I'pyna nigTpumkm B MNapnameHTCbKOMY GromXeTHOMY ynpaBniHHi, [py3is

CTPATEIYHE NNAHYBAHHA AK HEOBXIAHA NEPEAYMOBA
YCNIWHOro NPOrPAMHOIO BIOMXETYBAHHS B IPY3Ii

Usa cmamms Oae eidnoeidi Ha HacmynHi eaxnuei numaHHs: 1) 5Iki ocHoeHi yini ma 3aedaHHsi cmpamez2i4HO20 nnaHyeaHHs1 ma cknadaHHs
6r00)xemy 3a npoz2pamaMu € KOHmeKcmi ynpaesiHHs depxaeHuMu cpiHaHcamu? 2) Yomy eeedeHHs1 ye'si3ku MiXX cmpamezidYHUM nnaHyeaHHsM i
npozpamMHuM 6r0dxxemyeaHHsIM, opicHMoeaHUM Ha pe3ysibmam, eaxnueo 8 py3ii? Y cmammi niokpecntoromscs 3ycusnns 2py3uHcbKoi enadu no
peani3ayii npodykmueHocmi Ha OCHO8i npozpamHoz2o 6rodxemyesaHHs. Ha ocHosi nepeuHHuUX pe3ynbmamie enada eupiwuna ecmaHosumu
38'A30K MiXXK cmpame2iyHUM naHyeaHHsIM i cknadaHHsIM 6100xemy, e sskocmi ymoeu Ons peanisayii 6rodxemy 3acHo8aHO20 Ha Xxapakmepucmu-
kax. Bnada po6umb Kpoku Onsi QocsigHeHHS1 yiei Memu i suknadarombcs OesiKi 3ayeaeHHs1 3 npueody nodanbuwux 3axodis.

Knroyoei cnoea: depxaeHi ¢hinaHcu, cmpamezidyHe nnaHyeaHHsl, 8UKOHaHHS 60dXemy, pe3ynbmamu, 3a2anbHi pe3ysbmamu, MoKa3HUKU
egekmueHocmi.

. O6onanse, acNMpaHT, acCUCT.

WUHCTUTYT 3KOHOMUKM N BusHeca, Unuen rocynapcTtBeHHbIW yHuBepcureT (UIY),
rnaBHbIA CNeuManucT oTAaena oLeHKU CTOMMOCTU U 3aKOHOoAaTe NbHbLIX OPraHoB,
I'pynna nognepxku B NapnameHTCcKOM GlofkeTHOM ynpaBneHum, Npysus

CTPATEMMYECKOE NNMAHNPOBAHUE KAK HEOBXOOMMOE YCINOBUE
YCNELUHOIo NPOrrPAMMHOIO BIO[IKETUPOBAHUA B TPY3UN

3ma s1 0aem o I Ha cnedyrowue saxHble sonpochkl: 1) Kakue ocHoeHble yenu u 3ada4u cmpameauyecko20 MiaaHupoeaHusi U co-
cmassieHusi 6rodxema o npozp 8 Kot me ynpaeJsieHusi 20cydapcmeeHHbIMU ¢huHaHcamu? 2) lMoyemy eeedeHue yesi3Ku Mexdy cmpa-
meauyeckuM naaHuposaHUeM U Npoz2paMMHbIM 6100KemupoeaHueM, OpUeHMUPOo8aHHbIM Ha pe3ybmam, eaxHo e [py3uu? B cmambe nod4epku-
ealomcs ycunus epy3uHCcKux esacmeli no peanusayuu npouzeodumesisHOCMuU Ha OCHO8e Mpoz2paMMHoz20 6rodxemuposaHusi. Ha ocHoee nepsuy-
HbIX pe3ynbmamoe efnacmu pewunu ycmaHo8umb Ces3b MexAy cmpameauyeckuM rMiaaHupoeaHueM u cocmaesieHueM 6rodxema, 8 kadecmee
ycnoeusi 0ns peanusayuu 6rodxema OCHO8aHHO20 Ha xapakmepucmukax. Bnacme denaem wazu Onsi docmuieHusi amoli uesu u usnazaromcesi
Hekomopble 3aMeyYaHusi o noeody dasbHeluwux mep.

Kniodeebie cnosa: 2ocydapcmeeHHble (bUHaHCbl, CmMpameauyeckoe I1aHuUposaHue, UCMoJIHeHuUe 6rodxema, pe3ynbmamel, obujue
pe3ynbmamal, Mokazamenu agpghekmueHocmu.
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PROSPECTS OF DEVELOPMENT OF SMALL AND MEDIUM-SIZED ENTERPRISES
IN UKRAINIAN AGRICULTURE
Main directions of development of small and medium-sized enterprises in Ukrainian agriculture are examined. It is determined

that entrepreneurship in agrarian sector is a driving force behind the development of agriculture, as these activities contributes
to the production of quality agricultural products that satisfies the needs of society, food security, independence and improves

the living standards of rural population.

Potential customers of small parties of harvest in Ukrainian grain market are analyzed. The ways of mutually beneficial
cooperation between Ukrainian farmers and entrepreneurs are proved.

The study of foreign experience has proven that strengthening the competitiveness of Ukrainian agricultural products in the
context of globalization is possible on the basis of mutually beneficial cooperation of Ukrainian farmers and entrepreneurs,
where recent purchase of output at market prices for the purpose of resale or creation of agricultural cooperatives, such form of
economy in agrarian relations that combines a balanced economic, social and environmental components.

In particular in paper is shown that sustainable economic management provide only forms of economy that take into account
the socioeconomic and geophysical specifics of agriculture, particularities of agricultural labor and methods of management.

The most common among these forms are farmers.

Key words: agriculture, entrepreneurship, trade, farmer, grain, customers.

Introduction. In modern conditions, when the economy
of Ukraine is being in crisis, it goes declining of gross
domestic product, unemployment is growing, national
currency is constantly devaluating, it is important to
concentrate the state attention on an important areas of
national economy, among which is an agriculture.
Agriculture called the locomotive of the Ukrainian economy.
But if in early 2000s, agriculture has formed 16% and even
17-18% in 2012-1014 years of GDP in Ukraine, now is only
8%. The activity of small and medium enterprises in
Ukrainian agribusiness should consider is one of the most
effective direction of development of domestic agriculture,
as its work is directly related to food security, incomes of
farmers and improving of rural livelihoods.

Literature background and overview of previous
research. We believe that entrepreneurship in agriculture
is a complex of environmental and socio-economic
relations between the subjects of the agricultural sector in
the production, distribution, exchange and consumption of
agricultural productions.

Theoretical and methodological issues of the nature and
a role of enterprise, particularly in agrarian relations, are
widely covered in the works of native and Western
researchers like: S. Bulgakov, Tugan-Baranowski,
A. Chayanov, J. Schumpeter, Alain de Janvry, Willard
W. Cochrane and others. Theoretical and practical aspects
of the business operation in agricultural sector were
discussed in the works of Ukrainian scientists in particular:
V. Bazilevich D. Bayura, A. Lyubovych, N. Morenova,
L. Moldavan, I. Mazur, H. Fylyuk, P. Sabluk and others.
However, in despite of the strength and solidity of scientific
development, not illuminated remain priority aspects related
to the study of small and medium enterprises in agriculture.

Discussion. In Ukrainian scientific literature in the
study of entrepreneurship in agriculture the main focus is
on big forms, that analyzes the economic efficiency and
social and environmental damage from activities of
agriholdings; ways of agricultural cooperation development,

that is a form of economy that takes into account not only
economic, but also socio -ecologic specific of agriculture.
These studies clearly highlighted in the works of G. Fylyuk,
|. Mazur, L. Moldovan, P. Sabluk and others. At the same
time, remain insufficiently studied aspects related to the
analysis of small and medium-sized entrepreneurship and
require in-depth study. The article summarizes the
international experience of small and medium enterprises,
including the results of studying of the experience of Romania.

Methods of the study. In the study are used general
scientific and special methods. A methodological base of
study as to determine rational and effective forms of
economy are general scientific methods. The paper uses
the techniques of abstract logical method, namely: analysis
and synthesis, induction and deduction, analogy and
comparison. To assess the effectiveness of forms of
economy and agricultural competitiveness of Ukraine were
used the methods of tabular data display and statistical.

The aim of the study is to examine a new direction of
development of little and medium enterprises in the form of
the organization of modern specialized companies for
trading by various types of grains on the markets of
different countries. These companies could sell not only
grains of own production but also to purchase grains from
the other grain's producers in Ukraine and deliver it to the
sea ports or to the Ukrainian border, with the subsequent
selling to different markets. According to statistics, there is
a big unsatisfied demand for various types of grains in the
various countries of the world markets. Access to these
markets and the successful operation on these markets is
the main objective of the study.

Main text of the study. World's Grains Production is
projected at 2,003,497 thousand metric tons (thd. Mt) in
2015/2016 marketing years (MY) in the current USDA
World Markets and Trade report. World's Grains
Production forecast fell by -18,813 (-0.93%) thd. Mt in the
season of 2015/2016 in comparison with the season of
2014/2015 (table 1).

Table 1. Changes in main Production countries, 2015/2016 MY

Country Changes up/down by, thd. Mt Changes up/down to, thd. Mt
USA -8,385 (-1.93%) 423,996
China +13,146 (+3.77%) 361,500
European Union -19,076 (-5.83%) 308,093
India -9,781 (-7.09%) 128,040
Russian Federation +34 (+0.03%) 99,500
Ukraine -4,270 (-6.66%) 59,825

Source: Compiled by the author according to: [12].
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