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Abstract  
 
 The article’s main purpose is to briefly discuss the concept of performance 
budgeting and challenges encountered by other developed countries when seek-
ing to implement performance budgeting, which might offer some helpful guide-
lines for Slovenia. The article also presents the methodological framework ap-
plied in defining goals in a society as well as the role and the interdependence of 
social indicators and performance indicators for specific units/programs in pub-
lic administration. On this basis, we developed a theoretical concept of connec-
tions between different levels of long-term goals, implementational goals as well 
as efficiency and effectiveness indicators at the level of sub-programs of selected 
budget users. A theoretical and methodological framework constructed in this 
way will hopefully serve as the basis for realizing the concept of Slovenian direct 
performance budgeting in the near future.  
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1.  Introduction 
 
 In the last decade, performance measurement has emerged as one of the most 
important public sector reform, surpassing even management by objectives, total 
quality management, zero-based budgeting, and program planning and budgeting 
in the speed and breadth of its adoption (Gilmour and Lewis, 2006a). Closely 
related to performance measurement is the idea of performance budgeting, or 
performance-based budgeting, which seeks to link the findings of performance 
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measurement to budget allocations (Joyce, 1999). Both performance measure-
ment and performance budgeting are part of a worldwide effort to transform 
public management (Kettl, 2000). These reforms are intended to transform pub-
lic budgeting systems from the control of inputs to a focus on outputs or out-
comes in the interest of improving operational efficiency and promoting results-  
-oriented accountability. These experiences have significant relevance for public 
sector reforms in countries which lag behind these advanced reforms.  
 Performance budgets use statements of missions, goals and objectives to ex-
plain why the money is being spent. It is a way to allocate resources to achieve 
specific objectives based on program goals and measured results. The key to 
understanding performance budgeting lies with the word ‘result’ (Young, 2003). 
With this method, the entire planning and budgeting framework is result-
oriented. There are objectives and activities to achieve these objectives and these 
form the foundations of the overall evaluation. According to the more compre-
hensive definition by Segal and Summers (2002) performance budgeting com-
prises three elements: the result (final outcome); the strategy (different ways to 
achieve the final outcome); and activity/outputs (what is actually done to achieve 
the final outcome). Segal and Summers also point out that, within this frame-
work, a connection exists between the rationales for specific activities and the 
end results and the result is not excluded, while individual activities or outputs 
are. With this information, it is possible to understand which activities are cost-
effective in terms of achieving the desired result. 
 The OECD has defined performance budgeting as budgeting that links the 
funds allocated to measurable results. There are three broad types (OECD, 
2008): presentational, performance-informed, and direct performance budget-
ing.1 The basic level of performance budgeting is presented by the presentational 
performance budgeting (e.g. in the United States) which simply means that per-
formance information is presented in budget documents or other government 
documents and is not intended to play a role in decision making and does not do 
so. Next level presents performance-informed budgeting (e.g. in Australia) 
where the resources are indirectly related to proposed future performance or to 
past performance. The performance information is important in the budget deci-
sion-making process, but does not determine the amount of resources allocated 
and does not have a predefined weight in the decisions. Performance information 
is used along with other information in the decision-making process. Finally, the 

                                                            
 1 Shah and Shen (2007) distinguish four categories: performance-reported budgeting, perfor-
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mation plays an important role for resource allocation, along with many other factors, but does not 
necessarily determine the amount of resources allocated. 
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most developed level presents direct performance budgeting which involves 
allocating resources based on results achieved. However, this form of perform-
ance budgeting is rarely used (only in specific sectors in a limited number of 
OECD countries, e.g. in New Zealand). 
 A number of countries around the world, including Slovenia, are attempting 
to improve the performance of their government sectors and performance budg-
eting is often seen as an important aspect of these efforts. This is a very worth-
while objective, yet one that often is difficult to achieve. Countries may have 
embarked on budget reform for different reasons and have implemented it 
in different ways, but they do share some common objectives. These can broadly 
be grouped into three categories: budget priorities such as controlling expendi-
ture and improving the allocation and efficient use of funds; improving public 
sector performance; and improving accountability to politicians and the public 
(OECD, 2007). In this respect, the article addresses the issue of performance 
budgeting in selected OECD countries and emphasizes some relevant experi-
ences for Slovenia. 
 The article is organized as follows. In the next section we describe some per-
formance budgeting practice in selected developed countries, in particular OECD 
countries. Section 3 briefly examines performance budgeting processes in Slove-
nia. Section 4 covers a suggested methodological framework of performance 
budgeting in Slovenia. The final section offers the main concluding remarks. 
 
 
2. The Experiences of Performance Budgeting  

in Selected OECD Countries 
 
 Across OECD countries, the development of performance information has 
been a long-term, widespread and evolving trend. Hence, most OECD countries 
nowadays present performance objectives to parliament and the public in either 
government-wide performance plans or ministerial or agency plans (OECD, 
2005). The majority of OECD countries has been working on developing outputs 
for at least five years, with over 40% of countries working on this approach for 
over ten years. Recently, nearly three-quarters of all OECD countries have in-
cluded non-financial performance data in their budget documents. Countries 
have adopted different approaches to assessing non-financial performance; how-
ever, countries develop evaluations and performance measures in equal amounts. 
Of those that have developed performance measures, the majority of countries 
have developed a combination of outputs and outcomes for all, most or some 
programs (Curristine, 2005). Generally, country approaches to these reforms are 
not static; instead, they are constantly evolving. Within the past five years, 
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around three-quarters of OECD countries have introduced a new initiative 
(OECD, 2007).2  
 The OECD (2007) analysis also shows that in the majority of cases the Minis-
try of Finance (MOF) does not use performance results to financially reward or 
punish agencies. The difficulty in linking funding to results reflects the fact that 
the issues and context surrounding budget decisions are complex. The MOF’s 
capacity to eliminate or even cut back programs can be restricted by a lack of 
institutional capacity and power or by a lack of political support. While MOFs 
do not financially punish or reward agencies for their performance, they do still 
use performance information to hold ministries to account. Information on poor 
performance serves as a trigger for the MOF to more closely monitor or review 
agencies and programs. The most common course of action taken by MOFs 
against poorly performing agencies is that resources are held constant and the 
program is reviewed during the course of the year. Other actions include main-
taining programs on condition that they perform well in the future. 
 In general, most OECD countries continue to struggle with reforms to attain 
the concept of direct performance budgeting. Some reforms concentrate on one 
objective but most performance reform initiatives have several objectives. Some 
common challenges, regardless of approach, include improving measurement, 
finding appropriate ways to integrate PI into the budget process, gaining the 
attention of key decision-makers, and improving the quality of the information. 
Implementation challenges range from perverse incentives to inertia. For many 
countries the major issue is not too much change but too little, with mere lip 
service having been paid to the reforms over many years. Although legislation 
on performance budgeting has been enacted, actual practice and behavior have 
not been altered. Inertia has dominated, with less than full implementation and/or 
a lack of incentive to change behavior. Although there are exceptions, most gov-
ernments find it difficult to provide decision-makers with good quality, credible 
and relevant information in a timely manner (OECD, 2006), let alone incentives 
to use this information in budgetary decision-making.  
 Now, we describe the specific performance budgeting experiences in six se-
lected OECD countries: Australia, Sweden, the United Kingdom, the United 
States, Poland and Slovakia.3 

                                                            
 2 The OECD/World Bank Survey (2008) shows that performance information is used as part of 
the budget discussions/negotiations between the Central Budget Authority and line/spending 
ministries in about half of the OECD countries (in 2007). In addition, at least some expenditures 
are linked to performance goals or objectives in 46.7% of OECD countries (in 23.3% for more than 
80% of the expenditure) and there is no linkage in just 23.3% of the countries (with 30.0% of 
missing answers). Similarly, expenditure is specifically linked to performance targets in 46.6% of 
the countries and only in 16.7% is no link established (with 36.7% of missing answers).  
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 Australia’s current performance budgeting and management framework has 
been in place since the mid to late 1990s and followed an incremental approach4 
to reform over the past 15 years. In 1996, the introduction of an outcome budget-
ing and reporting framework in the Australian public sector was discussed. The 
framework was implemented for the first time in the budget of 1999/2000. 
Within the Australian outcome budgeting framework, ‘appropriations are struc-
tured around outcomes, whilst Portfolio Budget Statements specify the price, 
quality, and quantity of outputs agencies will deliver and the criteria they will 
use for demonstrating the contribution of agency outputs and administered items 
to outcomes’. The current framework develops both performance measures and 
evaluations. Despite the comprehensive performance budgeting framework, 
members of the Australian parliament have criticized the output information in 
the portfolio budget statements and annual reports as being too aggregated. They 
have complained that it is difficult to gain a clear view of the agencies’ contribu-
tions to the outputs. Moreover, in general there is little evidence that the output 
and outcome information is actively used in political decision-making, although 
the Department of Finance and Administration states that when savings had to be 
made the government did not slash funding in an arbitrary and linear way but 
took the new results-oriented information into account (Scheers et al., 2005). 
 In Sweden performance budgeting was an offshoot of the spending control 
policies introduced during the economic crisis of the 1980s and early 1990s. The 
established system of performance budgeting seeks to link policy objectives to 
expenditure, which is not legally binding. The 2001 budget bill created a pro-
gram classification by which all government activities are categorized in a three-
level program structure: policy areas, activity areas and branches. The objective 
of the change was to better communicate the government’s political priorities 
and facilitate a management-for-results approach which would enable a compari-
son between the sectors. Performance information is not generally used as a basis 
for negotiating or deciding on future resources. However, it is used to monitor 
agencies’ activities and to report on the results to parliament. Every year in the 
budget bill the government submits a statement of operations to parliament on 
policy areas and activity areas, and this statement contains performance informa-
tion. However, there is still a clear separation between the financial and perform-
ance aspects. Therefore, the current system has been criticized by parliament and 

                                                                                                                                                   
 3 According to the use of performance budgeting system at the central level (performance 
budgeting index) all the selected countries are above OECD average performance budgeting index 
(0.417) (OECD, 2009).   
 4 In contrast to the ‘incremental approach’, governments are more likely to adopt a ‘big bang’ 
approach when there are strong drivers for a quick change such as an economic crisis or a change 
in government (OECD, 2007). 
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the Ministry of Finance and in 2006 the government launched a review with 
a wide mandate to evaluate how performance information is used in the relation-
ship between ministries and agencies (OECD, 2007). 
 In the United Kingdom, the 1997 election of the Labour Party created a shift 
in the wider political landscape which saw numerous public sector management 
reforms, including changing the budget process. In contrast to Australia and 
Sweden, the United Kingdom established a top-down centrally driven performance 
system. However, similar to Australia, the United Kingdom has changed the 
budget structure to focus on results. The United Kingdom introduced a compre-
hensive spending review in 1998 and repeated the exercise on a biannual basis in 
order to reallocate money to key priorities and improve the efficiency and delivery 
of public services. After a review of existing departmental spending, each depart-
ment develops a three-year spending plan and a public service agreement (PSA). 
The Treasury negotiates with ministries regarding their key performance targets 
for the next three-year period; these targets are included in their public service 
agreements (containing measurable targets for a whole range of government 
objectives). The current agreements mainly focus on outcome targets, although 
there are still a few output targets. In addition to the PSA, each department will 
produce a technical note stating how the targets will be measured and a delivery 
plan explaining how it plans to achieve the targets. The development and evolution 
of the PSA framework has been led by the Treasury. All performance agreements 
and ministerial targets are agreed with the Treasury. Performance information is 
discussed as part of the spending review negotiations between the Treasury and 
ministries, although there is no automatic link between results and resource allo-
cation. In the United Kingdom, key objectives and targets are integrated into the 
decision-making process at a high political level. There is a special cabinet sub-
committee on public services and public expenditure (PSX) which is chaired by 
the Chancellor of the Exchequer. This committee discusses progress vis-à-vis 
targets and key strategic objectives and challenges (OECD, 2007). 
 There is little systematic evidence thus far that performance budgeting, as it 
has been implemented in the United States, has had a major impact on budgeting 
decisions. In 1993, the United States General Accounting. In 2002, the Program 
Assessment Rating Tool (PART) and the Budget and Performance Integration 
Initiative were developed by the Office of Management and Budget. The PART 
assesses the management and performance of individual programs. It evaluates 
a program’s purpose, design, planning, management, results and accountability 
to determine its overall effectiveness. Over the four years of this program there 
has been a substantial increase in the total number of programs rated either 
‘effective’, ‘moderately effective’ or ‘adequate’. However, less progress has 
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been made on linking performance information to budgets and resource alloca-
tions. In addition, congressional use of PART has been limited. In addition, the 
United States has preferred to keep the existing budget structure and to add per-
formance information in supplementary documents provided to the legislature. 
However, the process of creating a performance management system is still in its 
infancy (Blöndal et al., 2003). Performance information is added to the budget 
documentation, yet it is not actually used by budgetary actors in deliberating and 
in making decisions. Thus, the current budgeting practice in the United States is 
more accurately called a presentational performance budgeting system. 
 Recently, many emerging economies have followed a path to a gradual ad-
vancement of public financial management (e.g. Chile, Korea, South Africa, 
United Arab Emirates, and Emerging Europe). Progress and achievements across 
the Emerging Europe are varied although the experiences of these countries have 
shown many similarities in terms of critical success factors and lessons learned. 
Some countries have made considerable advances in some areas, but in general, 
there is still a long way to go. While the current global financial crisis has 
heightened the importance of these reforms, it has also added complexity and 
uncertainty to the reform environment. Poland as typical transition economy has 
made substantial progress in recent years in performance budgeting.5 However, 
Poland is still in the early phase of the performance budgeting reform. Strong 
political leadership and support is crucial for its successful implementation. Po-
litical commitment can help embed modern public finance management into the 
public sector. A critical factor for Poland is to ensure performance budgeting 
reform is a part of a broad reform agenda. Improved capacity is needed to pursue 
reforms related to civil service, the introduction of a Medium-term expenditure 
framework (MTEF), and establishment of an integrated financial management 
information system. Work is needed to design the budget in a performance 
framework, particularly methodological guidelines for creating program struc-
tures and setting performance targets and indicators. This is central to perform-
ance budgeting reform. Other areas of work include aligning programs to strate-
gic documents of the Government and establishing an effective monitoring and 
evaluation system. Poland’s greatest challenge is to make performance budgeting 
reform work. The crucial factor is not only to prepare legislative amendments, 
design program structure and select performance indicators but how to combine 
these techniques and integrate them into the budget strategies and the civil ser-
vice’s day-to-day financial management procedures (Korczyc, 2009). 

                                                            
 5 According to the use of performance budgeting system at the central level (performance 
budgeting index) Poland is the advanced OECD performance budgeting reformer from Emerging 
Europe (0.561) (OECD, 2009).  
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 Similarly, Slovakia made good progress in budget system reforms within 
a short time (2003 – 2005). Changes were driven by the need to decrease the 
fiscal burden on the economy (deficit, revenues, and expenditures) and the 
MTEF and performance budgeting served as tools for accomplishing this goal. 
Technically, a mix of line-item budgeting and performance budgeting is used to 
prepare expenditure projections. Line ministries are given clear expenditure ceil-
ings at the beginning of the budget process and are responsible for explaining 
their budget proposals within those limits. A separate reserve is used for financ-
ing Government priorities and this is disbursed during budget negotiations in 
Cabinet in September. This reserve, though relatively small, distorts the me-
dium-term focus of line ministries. Slovakia chose a decentralized approach to 
performance budgeting. Line ministries are responsible for designing their pro-
gram structures, including goals, objectives, and measurable indicators. MOF 
gives them methodological and practical support. Performance budgeting cur-
rently covers all central government activities and from 2009 will cover regional 
and municipal self-governments. In general, performance budgeting has dramati-
cally increased budget transparency although implementation results vary from 
one line ministry to another. Program structures are yet to be fully used to design 
and cost Government policies which causes inconsistencies in Government’s 
agenda. However, a performance management culture is still missing. Commu-
nication between budget and policy departments within line ministries is poor 
and there is no comprehensive education system for public employees. Perform-
ance pay is possible, although limited to some extent by the Civil Service Act. 
Thus, performance budgeting needs to be further refined and the budget system 
simplified. A training program for line ministry staff would help spread the per-
formance management culture throughout the bureaucracy (Marušinec, 2009). 
 
 
3.  Performance Budgeting in Slovenia  
 
 Since its independence, Slovenia has undergone various development stages 
of the budget process. In the 1990 – 1992 period the concept of integral budgeting 
was introduced, a comprehensive tax reform designed and the amount of public 
debt determined. Another important period was between 1993 and 1999. During 
this period the budget implementation rules were defined, the classifications of 
revenues and expenditures and public expenditure charts of accounts prepared, 
the amount of public debt determined and external control of budget expenditure 
introduced. The most important period for the performance budgeting concept 
emerged after 1999 when Slovenia started adjusting its budget system in line 
with the regulations of the European Union (EU). After the Public Finance Act 
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(Official Gazette of the RS, No. 79/99 (PFA)) had been adopted and enforced in 
the budget year 2000, Slovenia drew up a program classification serving as 
a basis for performance budgeting. Besides the general part (budget revenue and 
expenditure balances) the budget also consisted of a so-called special part in-
cluding financial plans for direct budget users (PFA, Article 10) (Klun, 2009).  
 One of the basic principles of the PFA to be abided by when drawing up the 
national budget can briefly be described as performance orientation. Among other 
things, this means that the financial plan of a direct budget user must be perform-
ance oriented which should also be reflected in the explanation of the financial 
plan. Therefore, the goals and related anticipated results must clearly be defined, 
together with indicators of their attainment. Such an explanation of the financial plan 
can serve as a basis for establishing performance and assessing the actual efficiency 
and the attained goals at the budget year’s end when compared to the planned 
results and sources of funds adopted in the same year’s budget (MOF, 2007).  
 The current budget of the Republic of Slovenia is therefore underpinned by 
program classification serving as a basis for performance budgeting. According 
to the report of the Court of Audit, users fail to pursue the set goals if they are 
inadequately defined, let alone inexistent.6 This mainly involves identification of 
the tasks of the government or the state by area, main program and subprogram. 
The reporting is still insufficiently focused on the results achieved. The minis-
tries fail to underpin their assessments of efficiency and effectiveness of opera-
tions by predefined indicators, their reports only rarely include comparisons of 
operations or achievements with those recorded in previous years and there is 
a lack of information on the measures (activities) geared towards the goals and 
a comparison of the latter with the planned ones. There is still a paucity of in-
formation that would provide a clear picture of subprogram performances and 
enable conclusions to be drawn about the program and subprogram performance 
with regard to the set goals. 
 In the past, this was one of the reasons for establishing various working groups 
in charge of implementing the performance budgeting concept. The key achieve-
ments of the first working group (formed in 2005) included the drawing up of 
new Instructions for the Compiling of Budget Users’ Draft Financial Plans and 
the implementation of training in selected ministries. The Instructions included 
a detailed explanation of terms (output, result, input, goal, indicator, outcome etc.), 

                                                            
 6 During its audit of financial statements’ compliance and implementation of the 2006 budget 
of the Republic of Slovenia, the Court of Audit also analyzed and evaluated the reporting on the 
attained goals and results of three selected subprograms by three ministries and described them as 
‘underperforming’. The audit report on the draft year-end accounts of the 2007 budget of the Re-
public of Slovenia contained no analysis of goals and results; however, the Court of Audit con-
ducted individual audits of the efficiency of operations by area (MOF, 2007). 
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instructions for defining goals and indicators and a presentation of practical ex-
amples. This was also corroborated by the Court of Audit’s subsequent audit 
reports confirming that a major progress had been achieved in the selected minis-
tries (Klun, 2009). The second working group (formed in 2007) established that 
the key problems in introducing the performance budgeting concept consisted of 
a much needed change in the understanding and implementing of the budget 
process, staff shortages, organization and information shortcomings of budget 
users and a lack of political support from the government and the parent minis-
tries (Čok et al., 2008).  
 Hence, in Slovenia, the statutory basis for performance budgeting has been 
already prepared and a series of activities has been implemented by different 
expert groups to step up the introduction of performance budgeting. Despite the 
above, Slovenia is still in the initial phase of implementing performance budget-
ing characterized by the defining of goals and indicators and/or establishing of 
a reporting method which focuses on the realization of the planned programs. 
Little was done to facilitate the evaluation of results and even less to link the 
results with the planning or the budget allocations. However, over the years 
some ministries have improved their goal and indicator definition process. Nev-
ertheless, the ministries’ financial plans only exceptionally define target values, 
deadlines for the set goals and ‘zero’ values. The Slovenian budget, similarly to 
those of OECD countries, lays a greater emphasis on outputs and a smaller em-
phasis on outcomes. The explanations of budget users’ financial plans basically 
lack a link between the defined goals and indicators and the proposed and/or 
planned resources. The reporting on the achieved goals or results is of poorer 
quality as the year-end accounts often contain a report in the future tense, fail to 
establish a link between the draft plan and the report and, even more frequently, 
between the money spent and the achievements (Klun, 2009).  
 An important step towards implementing direct performance budgeting in 
Slovenia was made in 2009. Indeed, the Government decided on drafting a per-
formance budget and approved the performance budgeting approach to drafting 
the budgets at the central and local government levels for 2010 and 2011. Per-
formance budgeting should lead to changes that will allow for long-term struc-
tural adaptations in respect to which Slovenia lags behind the more advanced 
countries. All development-related documents have been adequately evaluated, 
revised and linked up to performance budgeting. Development policies were 
implemented through a set of development programs, sub-programs and individ-
ual measures and projects with potential public-financial implications. The Gov-
ernment Office for Development and European Affairs prepared a model of 
comprehensive monitoring and evaluation of development policies. Should the 



 

 

281

current inadequate regulation of the situation continue, the forthcoming tasks and 
activities at the trans- and international levels might lead to greater discrepancy 
between the increasingly limited public finances and development needs, which 
would affect the economic growth and competitiveness as well as social and 
environment fields. In order to reduce the pressure on public expenditure and to 
elaborate an efficient solution strategy in the field of public finances for the post-
crisis period, the existing programs were re-assessed in the light of development 
goals to abolish the inadequate programs and to enhance the adequate ones (The 
Government Office for Development and European Affairs, 2009).  
 The established program budget consists of a mid-term plan and a two-year 
budget. The two-year budget comprises 'a basket' in which all expenditure has 
been planned according to the set priorities operationalised in sub-programs and 
integrated within programs and corresponding indicators.7 The expenditure has 
been planned in accordance with the fiscal rule of the mid-term scenario. The 
policies which are not part of the basket also have certain nominal value based 
on the fiscal rule. Pursuant to the set mid-term scenario and the fundamental 
breakdown of resources according to policies, the holders of particular policies, in 
cooperation with other participating authorities within the relevant working groups, 
have defined the main sub-programs under the proposed programs and the said 
breakdown. At the same time, they have set priorities at the level of individual 
programs and policies. The policy holder is responsible for coordination, annual 
reporting, evaluation and preparation of amended proposals. It is important that 
all administrative costs and supporting activities (salaries, material costs, and 
investments) are evaluated within each sub-program and in accordance with the 
cost responsibility centre leading to gradual creation of consistent cost centers 
(The Government Office for Development and European Affairs, 2009). 
 
 
4.  Suggested Methodological Framework of Performance  
     Budgeting in Slovenia 
 
 As has already been established, one of the main reasons for the failure to 
concretize the theoretical frameworks in most attempts to measure efficiency and 
effectiveness in the public sector is the insufficient focus on the definition of 

                                                            
 7 The program 'basket' encompasses 9 development policies, including all programs and sub-
programs (entrepreneurship, R&D, labour market, education and culture, transport, energy, envi-
ronment, agriculture, and social development), and 3 state-building policies (security and foreign 
policy, judiciary, administration, and other services). It is important that an individual policy falls 
within the responsibility of one holder (the line ministry acting in accordance with managerial 
principles) which will also coordinate the relevant participating ministries. 
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goals which the public administration should attain and the indicators which 
should measure the attainment of these goals. Obviously, the goals of the public 
sector’s operations are diverse and frequently difficult to define. Therefore, cau-
tion should be exercised in laying down the requirements at various levels of 
operations – from implementational goals at the subprogram level, the long-term 
goals of programs all the way to the goals of individual ministries and/or activi-
ties in a given comprehensive area. The historical-concrete level must follow the 
theoretical-analytical one.  
 The starting point of every public administration goal, including implementa-
tional goals, should be the values of society and their evolution. If these values 
change, changes in social relations should follow. Any identified discrepancy 
between the values of society, expressed as the desired state of affairs, and the 
actual state of affairs should trigger activities of the state in the first place (fol-
lowed by the public administration). Therefore, a fair system of measuring or 
defining the two states of affairs should be established in society and under-
pinned by social indicators. 
  Already in the 1960s, scientists started linking social indicators to national 
goals so as to pave the way for changes in public policy. Social indicators help 
identify the difference between the actual conditions (state of affairs) and the 
desired ones. Movements in the indicators show the direction of the trend – either 
upwards or downwards. Social indicators are used in the sense of measurement 
of the broadest area which influences the prosperity of mankind or population of 
a country. The tasks involved in the definition of this process can be divided into 
two groups. The task of politics is to detect changes in the values of society and 
any discrepancy between the desired and actual state of affairs. It should define 
long-term goals, strategies and projects geared towards minimizing this gap. The 
tasks of public administration experts are as follows: 
 • define indicators for individual long-term goals which will be used to meas-
ure their achievement (appropriate social indicators);  
 • define short-term implementational goals on the basis of long-term goals; 
 • define indicators to use for measuring the stage of attainment of short-term 
goals – the so-called efficiency and effectiveness indicators of program imple-
mentation; and 
 • define target values of efficiency and effectiveness indicators of program im-
plementation which must be aligned with the target values of long-term strategies.  
 In the rest of this article the focus will be on the bottom part of the model      
– after identifying a mismatch between the actual and desired state of affairs 
(Figure 1). However, the organization of the model must allow for a continuous 
exchange of information and impulses between the elements. Special emphasis 



 

 

283

must be laid on the importance of setting goals in any evaluation of activities in 
a specific social community and particularly in the measurement of the public 
administration's performance and efficiency in a given area.  
 
F i g u r e  1  
Program Implementation Process  
 

 
Source: Adapted from Ferriss (2002). 

 
 In Slovenia, the program bases of performance budgeting are defined in the 
Budget Manual for 2008 – 2009. The manual clearly states ‘… that financial 
plan of a direct budget user must be performance oriented and this must also be 
reflected in the explanations to the financial plan. This implies a clear definition 
of goals and the related results’ (MOF, 2007). The definition of national goals 
lies within the purview of politics. Goals can be found in different government 
strategies, coalition agreements, long-term development plans etc. They are 

Values of society Actual state of affairs 

Discrepancy 

The indicators do not reflect the desired 
state of affairs (confirm the mismatch) 

Definition of policies, development strate-
gies (usually a political process) and, on 
this basis, long-term goals 

Indicators for measuring pro-
gram performance (i.e. attain-
ment of goals) – short-term – 
annual evaluation 

Social indicators reflecting the 
actual state of affairs  

Setting of general long-term goals 
which will contribute to reducing the 
discrepancy and the criteria for their 
evaluation – multiannual (e.g. 4-year 
evaluation) 

The indicators reflect the 
desired state of affairs (the 
process ends) 

Definition of programs, subprograms 
(usually an expert process) and, on this 
basis, short-term implementational goals 
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defined as long-term goals which should be measured with general indicators 
falling within the scope of outcomes8. Thus, they refer to the level of broader 
development policies and reflect the performance of a large number of programs.  
National goals should be concretized at an annual level within the budget and 
budget items. The Budget Manual states that ‘… concrete target values must be 
specified for each goal together with a time schedule for attaining the set goal’ 
(MOF, 2007). A clear definition is required for all goal-setting levels and the 
related indicators.9  
 The practice has shown that one of Slovenia’s key problems in defining the 
indicators and their target values is the relationship between the long-term de-
velopment process and short-term annual budget cycle. In Slovenia this means, 
for example, a transition from the goals of the Slovenia’s Development Strategy 
to long-term and implementational goals defined in the draft budgets. The sec-
ond level is the concretization of the first. Therefore, in the initial phase of per-
formance budgeting, the process of defining the indicators and their target values 
should, at least theoretically, be carried out at two different levels:  
 • The first group includes indicators measuring the outputs resulting from 
activities within a specific program as well as other (intentional and uninten-
tional) activities in society. These are social indicators which should be used in 
the evaluation of the performance of long-term national goals defined in mul-
tiannual projects, strategies etc. As they are not only related to one specific pro-
gram but to the activities of society as a whole, they are relatively abundant in 
national and international statistical systems. When such indicators come to-
gether at higher levels, norms and standards are also required. The norms for 
these indicators can be the values of indicators of the top performing countries or 
the highest desired values in the long run (e.g. Seljak, 2001; UNDP, 2007). 
 • The second group includes those measures which can be directly related to 
activities within a specific program and should measure their efficiency and ef-
fectiveness. In modern society where most activities are closely intertwined this 

                                                            
 8 An outcome shows the performance and attainment of a goal which is broader than an institu-
tion’s goal. An outcome is a socially defined purpose of an institution's operations which indicates 
the institution’s effects on its environment and the evaluation of the institution's operations by 
society (Andoljšek and Seljak, 2005).  
 9 Wolter (2008) describes his experience in drawing up a report about education system in 
Switzerland. Initially, he established that ’any evaluation of education system performance must be 
based on education goals. … However, education goals are very often unclear, incomplete or have 
not even been defined in many areas‛ (Wolter, 2008). However, this should not lead one to con-
clude that it would be better not to use such a system. The only alternatives to the governance and 
management of the education system based on indicators that are periodically and systematically 
gathered and interpreted would be relying on political-normative ad hoc decisions or a semi-scien-
tific ’trial and error‘ approach (Wolter, 2008). 
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can be a difficult task. They are defined according to a model proposed for this 
type of indicators by different international organizations (e.g. OECD, 2001; 
Andoljšek and Seljak, 2005): namely, a model of input, process, output and out-
come (see Figure 2). These are area-specific indicators. To enable a comparison 
at higher levels, different methods of combining data are applied and they are 
essentially based on standardization. When defining aggregate indicators for 
such specific areas such as the measurement of individual, heterogeneous pro-
grams, the standardization must be based on a value which is used in the evalua-
tion of efficiency or effectiveness levels. Thus, each indicator must be assigned 
a target value as this is the only way to establish the attainment of the goal which 
the indicator is supposed to be measuring, as well as to merge indicators at higher 
levels. Only in this way can different program be compared (e.g. OECD, 2008). 
 In the first phase of establishing performance budgeting, all-out efforts will 
have to be devoted to the definition of indicators and their target values from the 
second group. In most cases the indicators of the first group can serve as a basis 
for international comparisons of broader long-term social trends, whereas the 
second-group indicators should be operational in the short run and linked to an-
nual changes in budgets. They should also serve as a basis and provide an expla-
nation of the second-group indicators.  
 The budget program 0504-Technological development, subprogram 05043201-  
-Programs for the promotion of technological development in the economy, will 
serve as an example. The implementation of this subprogram lies within the pur-
view of the Ministry of Higher Education, Science and Technology. In the re-
vised 2008 budget, it was allocated about EUR 24.5 million (MOF, 2009). In the 
long run, the subprogram contributes to implementation of the goals of the Strat-
egy for the Economic Development of Slovenia and the transition to the knowl-
edge-based society while also following the adopted EU guidelines and resolu-
tions of the Lisbon Declaration and the Barcelona Summit in 2002 where it was 
agreed that investments in research and development and in innovations within 
the EU must increase so as to attain the objective of 3 percent of GDP by 2010, 
whereby two-thirds of these investments should be made by the private sector 
(MOF, 2007).  
 Naturally, the attainment of these goals depends on the engagement of the 
Ministry of Higher Education, Science and Technology and other ministries 
(Ministry of the Economy, Ministry of Finance etc.) and a great many others in 
Slovenian society (universities, institutes, companies etc.). Data for this indicator 
are available from Slovenian and international statistical systems and their col-
lection is relatively simple. The target values are optional: these could either be 
the norms adopted in the Strategy for the Economic Development of Slovenia or 
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the Lisbon Declaration (3% of the GDP) or the highest values recorded in com-
parable countries in a given period (e.g. in 2006 Sweden allocated 3.8 percent of 
its GDP to research and development – UNESCO, 2009). If the criteria for as-
sessing indicators designed for measuring implementation of goals in the frame-
work of a specific project/program are applied, such an indicator is considered to 
be of high quality if: 
 • it is sensitive to changes in time – an annual calculation within the national 
accounts system; 
 • it is sensitive to changes in space – its uniform definitions allow a compari-
son between countries; 
 • its target values are clearly defined and verified within political and expert 
processes; 
 • it is directly comparable with other indicators (percent of GDP for educa-
tion, agriculture etc.) and its form allows the further calculation of aggregate 
indicators; and 
 • data collection and application are simple (data can be found in different 
international databases: UNESCO, OECD, EUROSTAT).  
 The second group consists of indicators designed for assessing the perform-
ance of implementational goals within individual subprograms. Below are some 
examples taken from the examined subprogram (05043201-Programs for the 
promotion of technological development in the economy) (see Table 1). 
 These indicators should be selected in a way so as to measure implementa-
tional goals and should represent an interim phase in the attainment of the long-  
-term goal defined in the main program. The indicators in the previous group 
largely result from a political process, whereas those in this group are the result 
of an expert process within the public administration. These indicators, together 
with their target values, are mainly defined by the subprogram managers (indi-
viduals or working groups) in the ministries. They carry out the activities whose 
performance is measured by these indicators. At this point a conflict of interests 
arises which is why in terms of transparency and correctness of the procedure it 
would be better to entrust at least supervision over the attainment of goals to 
a group which is not closely related to the implementation (within the Ministry 
of Finance, Ministry of Public Administration, Government Office for Growth, 
Court of Audit or a working group consisting of representatives of all these 
organizations).  
 This type of indicators is difficult to evaluate using the same criteria as ap-
plied for the first group of (social) indicators. They are quite specific and related 
to only one type of activity. Thus, in most cases they only enable direct compa-
rability in terms of time, whereas their comparability with other subprograms 
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and comparison with other countries (due to different legislation and program 
design processes) is considerably limited. Such a comparison is only possible 
through the standardization of indicators; however, this calls for a clear defini-
tion of norms or target values for each indicator. Nevertheless, the procedure 
for defining norms or target values for such indicators is less transparent than 
that for social indicators. This procedure is not subject to international compara-
bility and, generally, it cannot undergo such a broad and comprehensive political 
verification.  
 
T a b l e  1 
Indicators and Target Values of the Subprogram ‘Programs for the Promotion  
of Technological Development in the Economy’ 
Indicator Target value 

number of supported research projects in small and 
medium-sized companies  
 

support 70 to 100 research & development projects of 
companies, of which at least 50 percent are of small 
and medium-sized companies  

number of supported national technological platforms 
and technological networks  

support 10 to 12 national technological platforms and 
technological networks  

number of supported new EUREKA projects with 
Slovenian participants  

ensure support to 20 to 25 new EUREKA projects 
with Slovenian participants  

number of implemented activities for informing and 
supporting companies in their participation in the EU 
7th Framework Program  

implementation of 3 to 5 activities for informing and 
supporting companies in their participation in the EU 
7th Framework Program  

number of young researchers  increase the number of young researchers by 30 – 50  
number of financially supported technological centers financially support 20 to 25 technological centers  

number of supported innovators/private persons  
ensure support to innovators–private persons (20 to 
40) in innovation activity  

 
number of supported innovators/organizations  

ensure support to innovators/organizations (3 to 5) in 
innovation activity  

number of participations in EU joint technological 
initiatives for groups of budget users 

participate in at least 1 EU joint technological initia-
tive for groups of budget users  

Source: MOF (2007). 

 
 Owing to all of these deficiencies, the setting up of a system of indicators 
used for measuring subprograms’ performance calls for a particularly high level 
of systematization and transparency. The basic characteristics of each indicator 
must be defined in detail using a prescribed procedure. Only in this way can the 
adequacy of an individual indicator and its position in the system be directly 
established. This procedure is time consuming in the initial phase but in subse-
quent phases it brings a number of advantages. The development of a framework 
of indicators is a well-established procedure in statistical theory and most inter-
national institutions (UN, OECD) include it in their recommendations. The best 
way is to conceive a standardized framework for this purpose, describing the 
main characteristics of the indicator and its target values in a specified period 
(e.g. Seljak, 2001; Andoljšek and Seljak, 2005).  
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 In the next phase, the shortcomings of individual indicators can be eliminated by 
combining indicators together to cover several dimensions of an individual (sub) 
program. When evaluating subprograms, the decision-making process must con-
sider their diversity. Therefore, it is impossible to reduce the variety of dimensions 
so as to apply just one individual indicator, even if it is extremely representative, 
which would indicate the level of or changes in the phenomenon under scrutiny 
(Munda, 2005). In ideal conditions, the composite indicator should measure multi-    
-dimensional concepts which cannot be covered by only one indicator. Saltelli 
(2007) stated several reasons for the growing interest in composite indicators: 
 • composite indicators can be used for merging complex or multidimensional 
phenomena so as to support decision-making processes; 
 • composite indicators offer a ‘broader view’ and they enable the ranking of 
units during the observation or measurement of complex phenomena; 
 • composite indicators can raise the public’s interest; and 
 • composite indicators can help reduce the number of indicators. 
 This procedure is particularly useful in cases where there are no solid expert 
bases to select a small group of high-quality representative indicators. In such 
cases a larger group of indicators is selected and, using various methods, com-
bined in a smaller group or (at a final stage) in a single indicator. Over the past 
few years, this approach has been increasingly gaining ground given that, on the 
global scale, at least 160 composite indicators (OECD and European Commis-
sion, 2008) are already being used to compare different phenomena between 
countries and within them. 
 
 
Conclusion 
 
 The past two decades have seen a clear trend among developed OECD countries 
towards bringing about a stronger performance orientation in public sector manage-
ment. In the majority of countries, efforts have been limited to generating more 
performance data and better program evaluations. The priority of performance 
budgeting reform in most countries has been to provide information about results 
together with financial information in budget documents or annual reports. Of the 
selected countries, line-item budgets are still prepared in the United States (aside 
from other expenditure classifications). Nonfinancial performance data are inte-
grated in budget documentation for all programs in Australia, Sweden and the 
United States. Nevertheless, the integration of performance information into 
budget documents does not guarantee that such information will be used in decision-  
-making. Indeed, in many OECD countries this information has simply been ignored 
when it comes to making decisions about allocations (Blöndal and Curristine, 2004). 
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 In the last few years Slovenia has been following the recommendations of 
international organizations to implement the performance budgeting concept. It 
has experienced similar problems as the OECD countries (reforms take time; 
a lack of administrative capacity; a government-wide approach may not work 
etc.). Indeed, performance budgeting is a useful tool for performance account-
ability and budget transparency in line ministries but of limited relevance for 
ministries that perform central policy functions, such as the Ministry of Finance 
or Ministry of Foreign Affairs. Moreover, Slovenia must first and foremost 
tackle the inadequately defined explanations of financial plans which fail to suf-
ficiently clearly define the goals and expected achievements of a program com-
pared to the starting points in a field a budget user intends to influence with their 
program. In some programs, the budget users fail to adequately define the crite-
ria for operations and the indicators of achievements together with expected 
values which would enable the achievements of an individual program to be 
measured after implementation.  
 Already since 2000 Slovenia has been preparing the relevant regulatory bases 
and has also adopted instructions for compiling of year-end national and munici-
pal accounts as well as the methodology for drawing up a report on attained 
goals and results by budget users. However, all of these bases have so far been 
insufficient to put the said concept into practice. The measurement of the effi-
ciency of performance budgeting clearly requires a change in mindsets at the 
highest political levels but, even more importantly, in the way this new mindset 
is accepted by civil servants at middle and lower management levels. Support for 
such approaches has been clearly publicly declared by former and present gov-
ernments of the Republic of Slovenia. But, even if the top politicians are sincere 
in their statements they must first set up the necessary legislative, financial, or-
ganizational, personnel and information frameworks for this transition and then 
convince people at lower level of management (directorates, management of 
programs and subprograms) that the new approach is correct. Also due to a cur-
rent financial and economic crisis, Slovenia has recently adopted a radical reform 
strategy, which involves ‘big bang’ approach with comprehensive coverage and 
top-down implemenation approach. Additionally, the involvement of citizens is 
also called for in the reform process in order to ensure credibility and improve 
the meaningfulness of the collected, assessed and reported data.  
 But, the road is a long one and the experience of other more advanced ad-
ministrations suggests that as the performance budgeting reforms develop, so 
also do the professional competencies of budget managers and their expectations 
of even better performance. The roadmap for reform must be realistic but there is 
no end to the degree to which improvements are possible. Constant improvement 
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is the aim, even for those few countries which have already made considerable 
progress. Therefore, successfully linking the human and technical dimensions of 
performance budget reforms to a strong political agenda for improved public 
sector performance remains essential to their successful development not only in 
Slovenia but also in the other more advanced OECD countries. 
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