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Economic Evaluation of Public Programs?
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Abstract

The present study deals with theoretical and practical problems related to
program evaluation. Based on contrasting various public program evaluation
approaches it analyzes the virtues and setbacks of economic evaluation and offers
indigenous criteria for comprehensive assessment of public programs. At the end,
a mathematical model to optimize the public program portfolio related to discrete
costs is proposed.
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formance management, Slovakia
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Introduction

Evaluation of public policy outcomes and public programs is an interesting
issue for researchers and hands on experts. “Evaluation” could be approached
from various angles. However, the present study centers above all on economic
evaluation that has been the focus of sterling efforts by scientists (see McDavid
and Hawton, 2006; Harberger and Jenkins, 2002; Wholey et al., 1994) as well as
authors developing general theoretical approaches to suit the specific features of
the Central European region (Wright and Nemec, 2002). Other researchers center
on particular economic issues, such as monitoring economy, efficiency and pur-
pose in allocating resources (Sumpikova et al., 2004). Still others dwell on the
issues of spending program control (Benco et al., 2001) or institutional function-
ing of selected spending programs (Beblavy and Beblava, 2006), or, in selected
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cases such as public orders (Pavel, 2007) or public services (Nemec et al., 2004),
they deal with empirical analysis of public programs. Yet other authors use differ-
ent perspectives to investigate the key role of politics in resource allocation. Poli-
tics formulates the goals of public programs (Coombs and Jenkins, 1994) and
enables optimized implementation of resource allocation (Wholey et al., 1994).
The example of the Czech Republic demonstrates that the system fails without the
necessary political will for change (Ochrana, 2006).

Due to the current state of scientific research of public programs we deem it
appropriate to try and offer a more comprehensive outlook of public program
evaluation efforts. Such a broader survey could give fresh impetus to the some-
what narrow concept of evaluation that often results (e.g. in the Czech Republic)
in a rather formal evaluation of public programs, whereby outputs are mistaken
for results and no attempt is made to assess actual results of public programs
(Nemec et al., 2008). In order to eliminate the above mentioned methodological
shortcomings is necessary to employ the appropriate investigating logic. This will
be seen in the use of study progress from “general” to “unique”. Therefore the first
part of the study shall be devoted to the general delineation of the term “evaluation”
whereby we shall apply a more specific and economical approach to evaluating
public programs while variant approaches to program evaluation are offered and
a procedure of comprehensive evaluation of public programs is suggested.

1. Specification of Evaluation and Three Levels of Input Conditions

The chief purpose of evaluation is to provide reliable and useful information to
be used in the political process as both the objects and subjects of a policy. The
most general purpose of evaluation is to provide a “useful feedback™ (Trochim,
2006) to various recipients — evaluation principals, service customers, civil ser-
vants, politicians, etc. The usefulness of evaluation is understood as a degree to
which findings can assist in decision making processes. In a similarly general
sense, Rossi, Lipsey and Freeman (Rossi et al., 2003) define evaluation as a social
scientific activity geared towards the collection, analysis, interpretation and shar-
ing of information on the activity and efficacy of social programs.

Stepping down one notch, we could come across a number of often quite con-
tradictory definitions as they took shape from the inset of the theory and practice

% The latter conclusion is based on one of the authors’ immediate personal experience in trying
to implement program budgeting in the Czech Republic’s defense sector during the mid-1990s. The
defense sector possessed the necessary know-how as well as, originally, the political will (pressure)
in top management to implement changes. However, personal and lobby interests gradually prevai-
led, the political will vanished, and the attempt for system change failed.
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of evaluation. These definitions reflect the whole spectrum of views concerning
not only the nature and sources of knowledge but also world outlooks and ideo-
logical positions projecting either explicitly or implicitly into the ways of under-
standing evolution. Should evaluation rather be comprehensive or try to reduce
complex phenomena and focus on individual elements? Does it serve to control
expenditure or to strengthen the position of a certain group in society, to demon-
strate efficiency or to assert its importance? Is expert opinion more important than
the views of the target group or the recipients themselves? And, finally, should
evaluation be rational and objective, or is objectiveness beyond reach and evalua-
tion should rather focus on harmonizing the conflicting interests of the various
actors? These and other questions (see Madnas and Kellaghan, 2002) influence in
no small way people's approach to evaluation and their choice of methodology.
Different approaches are nicely demonstrated by the following two definitions of
evaluation, one representing the views of an important international organization,
the other illustrating an influential stream within the realm of modern approaches
to evaluation.

Box 1
Examples of Different Definitions of Evaluation

Example 1

Example 2

The systematic and objective assessment of an
on-going or completed project, programme or
policy, its design, implementation and results.
The aim is to determine the relevance and
fulfillment of objectives, development efficien-
cy, effectiveness, impact and sustainability.
Evaluation also refers to the process of deter-
mining the worth or significance of an activity,
policy or program. An assessment, as system-
atic and objective as possible, of a planned, on-
going, or completed development intervention
(OECD, 2002).

Empowerment evaluation utilizes evaluation
concepts, methods and findings to help the
others to help themselves (through self-assess-
ment and reflection). The most important ele-
ment of evaluation is its participants (clients,
consumers, and employees); external evalua-
tors often act rather as mediators (Fetterman et
al., 2001).

While the OECD (example 1) emphasizes objective evaluation carried out by
experts and focused on efficiency, effect and sustainability, the participative ap-
proaches (example 2) are targeted on individual actors and their subjective values
and interests, and use evaluation as a means of reflection and harmonizing differ-
ent outlooks and expectations. Which of the two approaches will safely navigate
us towards our goal, which is to obtain reliable and useful information, applicable
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to the policy process? There is no simple and universal answer to this key ques-
tion. The choice of a specific evaluation model is determined by a number of fac-
tors, from the object and purpose of evaluation to the feasibility of project (Ne-
kola, 2007). However, on the general level, it is precisely the explicit or implicit
conditions offered by the various approaches to evaluation, and the ways in which
these conditions influence the results of evaluation and their use, that matters in
the end. Following lan Sanderson (Sanderson, 2000), we suggest that most ap-
proaches are based on a certain set of dominant preconditions which should be
considered in three levels:

o epistemological basis for evaluation, i.e. condition of validity of various
types of knowledge;

e conditions of the creation and organization of public policies, i.e. the driving
forces of formulating and implementing policies and programs, and factors influ-
encing incidental processes in public policy;

e conditions as component parts of material policies and programs to solve
specific economic and social problems, i.e. conditions impacting the definition of
a problem and specifying relationships between the problem and the instruments
for solving it.

In the following section, we shall therefore focus our attention on economic
evaluation as one of the possible approaches to the evaluation of public programs,
and outline its initial preconditions as well as its strong and weak points.

2. Economic Evaluation and its Strong and Weak Points

Economic evaluation yields data on the use of limited resources. Usually it
involves systematic determination, measurement and subsequent comparison of
costs (inputs) and benefits (outputs) of two or more intervention variants. In other
words, the costs and implications of various programs, organizations or activities
are compared in order to safeguard the optimal utilization of available resources.
The usual evaluation criteria are economy, efficiency, and usefulness (see
e.g. Coombs and Jenkins, 1994).

From the methodological point of view, economic performance evaluation is
based on positivistic methodology, or more specifically on theories within the
positivist stream of social sciences.” It is expected that using a prudently chosen
method we could arrive at objective, relatively accurate (i.e. “devoid of additional
significance”) findings and conclusions. For an evaluation to produce objective
findings, reality should be studied with the application of quantitative scientific

3 This does not rule out the assertion of economic evaluation within the realm of normative
analysis. However, this is purposefully disregarded in the present study.
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methods and the evaluator should not be biased. Hence, the traditional approach
to economic evaluation rests largely on the use of experimental and quasi-
experimental methods, as well as on the identification and, if possible, also stan-
dardization and quantification of all relevant program costs and results systemati-
cally measured in real time (Sefton, 2003). For example, the World Health Or-
ganization’s manual on economic evaluation recommends the use of an experi-
mental method (specifically, randomized controlled trial) and points out the im-
portance of control group in evaluating the efficiency of treatment (WHO, 2000).

Viewed from the policy formulation vantage point, economic evaluation is
based on a rational model, which breaks down the political process into several
consecutive phases. Individual authors differ in their approach to these phases
(see Sabatier, 1999; Potiicek et al., 2003). Within the framework of this model,
evaluation is seen primarily as an instrument with which to find the answer to the
issue of (economic) efficiency of measures selected vis-a-vis the set goals. Eco-
nomic evaluation is most often performed (directly or indirectly) by government
authorities and agencies, serving as an instrument of control. In this sense, the
core functions are the control of fulfillment of standards, control of provided re-
sources and services, and control of results. This type of evaluation is therefore
characterized by focus on the evaluation of targets defined top-down, i.e. opted
for by politicians and public program bureaucrats and/or managers.

The relationship between evaluation and program/policy theory is the last
level. Virtually every program or policy come complete with an explicitly built-in
system of social and behavioral presumptions concerning activities that must be
conducted in order to solve a public policy problem, and the mechanisms of
achieving required changes (goals). From the angle of economic evaluation, these
presumptions are taken as a given and there is no need to dwell upon them. To-
gether with the other input-output evaluation models they rank among the atheo-
retical approaches (Chen, 1990), which are focused on the overall relationships
of input/output to a program without paying heed to the internal transformation
process (internal program functioning being reduced to a kind of “black box”).
However, this not to say that such approach to evaluation has no theoretical pos-
tulates. In actual fact it is strongly influenced by the neoclassical economic theory
based on the presumption of rational behavior and maximizing the use of individ-
ual actors (individuals, organizations, etc.). This approach is actually built on the
supposition of rational choice whereby decision-makers know what goals are
there to reach and indeed also how to change the given social system. Inasmuch
the goals might be “correctly” set ex ante, economic evaluation might be focused
on ex post evaluation (Sanderson, 2000).
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It is evident that a systematic and consistent approach enabling comparison
between various programs and organizations, ranks among the chief assets of
economic evaluation. Moreover, it makes the program and policy makers outline
clear, concrete and quantifiable targets. Also, the quantitative approach enables
a concise and fitting presentation of results. According to Sefton (Sefton, 2003),
the “language of figures” and findings obtained through experiments can be very
convincing, and therefore economic evaluation can have a fairly major impact on
decision-makers.

However, economic evaluation is not without its fairly relevant disadvantages
that complicate its assertion in practical public policy. They chiefly relate to
methodological problems stemming from the complexity of public policies,
namely from the:

e poor definition and unstable character of public policy goals;

o difficulty of measuring results;

e incomplete knowledge of programs (control versus learning);

o limited utilization of findings;

e dubious legitimacy of goals and the problem of justice.

Let us now examine these problems in greater detail.

Poor Definition and Unstable Character of Public Policy Goals

Successful economic evaluation calls for a precisely defined program with
carefully preset goals the fulfillment of which would be the target of evaluation.
However, is this condition realistically attainable in the context of ever-changing
public policies reflecting the gamut of often conflicting interests? Even with less
controversial policies one often encounters less than clearly formulated, rather
inconsistent goals or a relatively broad decision-making freedom of implementa-
tion agencies as they define their particular aims. The second pre-requisite,
a degree of stability of the program under evaluation, is not easy to meet, either.
The attainment of such stability in the long run, so its effects can be safely evalu-
ated, is rather exceptional in practical public policies. Programs are continuously
modified and their goals reviewed; and funding sources change with the prevalent
political and administrative trends, external environment changes notwithstand-
ing. Any change, especially if accompanied by a series of non-systemic interven-
tions, may cast doubt on the presumed input/output relationship, and thus even on
the evaluation effort in general.

Difficulty of Measuring Program Results

While the cost-effectiveness of invested means can be easily evaluated by
comparing them with the past period’s standards and efficiency, or with the result
of another program, their efficacy cannot really be determined without knowing
their long-term effects. Here the endeavor to determine them meets a plethora of
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problems linked with the social character of public programs. Their evaluation is
often rendered difficult due to the complexity of relations between individual
program elements, long-term effects, difficult measurements, etc., and there al-
ways is the risk of overestimating or underestimating the real impact of a program
vis-a-vis its projected goal. Critics of the quantitative methods also caution that
“figures” can hardly capture the variety and richness of reality or count in some of
the hardly quantifiable factors as well as the context within which the activities
under evaluation take place. The methodologically robust arrangements used in
economic evaluation (experiments and quasi-experiments) are virtually useless in
many situations (for ethical, technical, financial and other reasons), and their chief
asset — strong internal validity — is marred by the problematic generalization and
transferability of the results obtained.

Incomplete Knowledge of Programs

Neglecting the context and inner works of programs presents another problem
for economic evaluation. We believe that the issue of broader understanding of
relationships within the organization of a problem and its impact cannot be simply
waived by saying such findings are not the focus of economic evaluation. In ac-
tual fact, this problem is closely associated with the interpretation of evaluation
results that would be very difficult to make without a detailed knowledge of
a program or organization. The evaluation of economic efficiency of programs
with fuzzy goals, whose application is that proverbial “black box”, can be quite
misleading and its results will hardly be usable. Consequently, the question, what
makes program results good or bad hangs in the balance, as the comparison of
inputs and outputs of various programs and organizations gives no hints how to
improve their functions.

Limited Usage of Evaluation Outcomes

According to some commentators, it was precisely the provision of irrelevant
data of no practical use that has led to a shift from the positivist, atheoretical ap-
proach to evaluation in favor of qualitative approaches, which would respect the
program’s context and offer a more effective “utilization of knowledge”. How-
ever, this does not seem to be a solution to the problem, for as observed by Hell-
stern (1986, p. 304), qualitative methods “lack preciseness in disentangling effects
and confound situational with systemic effects; so there are no clear results to be
used for programme design” (quoted according to Sanderson, 2000) Conse-
quently, public program evaluators and managers face the dilemma of harmo-
nizing requirements for monitoring the (cost) effectiveness on one hand with
those for continuous improvement of programs on the other hand. However,
there do exists techniques and strategies that attempt to solve the dilemma
(e.g. instruments of comprehensive quality control). A case in point is the Czech
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Republic's project, “Management of State Administration Process”, implemented
by the town hall of Vsetin; however, there are lingering problems ensuing from
a degree of incompatibility of summative (result-oriented) and formative (pro-
cess-oriented) approaches to evaluation (Schalock and Bonham, 2003). Limited
use of economic evaluation results is naturally connected also with the problem of
relatively weak external validity, as described above.

Dubious Legitimacy of Goals and the Problem of Justice

As we said, economic evaluation primarily serves to monitor effective imple-
mentation of set goals. Now, who sets these goals, and who defines the purpose of
evaluation itself? It is mostly politicians and bureaucrats, whose chief interest in
the realm of evaluation is to boost central control leverage on local providers and
public funds. From this vantage point, economic factors such as cost-efficiency,
cost-effictiveness and cost-benefit are seen as being crucial. Critics argue that this
top-down approach serves to strengthen prevailing political-administrative and
management structures, and to divert attention solely to values and interests em-
bodied by the formal, official goals of public policies and programs, and ulti-
mately also to understanding evaluation as a technical instrument (Sanderson,
2000). Also, this approach severely demolishes the concept of strict neutrality of
the evaluator in particular, and the whole concept of evaluation in general.

Summing up the problem for the sake of transparency, one of the main set-
backs of economic evaluation is that it yields scarce information about how
a program works and why it is (in)effective. Another serious methodological
problem is the small ability to quantify certain important program results (both at
the individual level and at the level of organizations or groups within the pro-
gram, not mentioning society as a whole), which results in inaccurate measure-
ments, or indeed in ignorance. Also, results are available only midway through
the program or at its end, and the rather inflexible framework of economic evalua-
tion is hardly applicable to programs that continuously develop and change. The
said problems curtail the options of practical use of results as this approach dis-
plays little sensitivity towards the political process and the natural rivalry of soci-
ety’s various interests.

3. Alternative Approaches to Evaluation and Proposal of General
Policy on the Evaluation of Implemented Public Programs

What else is there to be offered by the evaluation? Due to variegated criteria
and perspectives, it is basically impossible to come forward with a generally valid
comprehensive categorization of all the extant approaches to evaluation. Any sur-
vey at the end of the day will always depend on the choice of criteria and random
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selection of individual models, or groups of models. We propose an indigenous
classification typology for the purposes of this study. It is based on modified ty-
pology proposed by Hanne Foss Hansen (2005), which recognizes economic
evaluation plus another five basic types thereof:

1. Summative evaluation serves the overall assessment of the efficiency of
a program or organization in relation to their set goals. In this sense, it is a result
model of evaluation, and one usually distinguishes between the approaches that
evaluate preset goals (e.g. by governments, organizations), and the approaches
that endeavor to clarify all, i.e. also unintentional effects and implications of the
program under evaluation independently of its set goals (goal-free evaluation).
Distinction is usually made between the evaluation of a result, whereby it is ex-
amined whether a program has a proven immediate effect on its target group, and
the evaluation of effect, judging the overall effect of a programme (whether in-
tended or not). A case out of the ordinary is the so-called meta-analysis that sums
up the results of a number of evaluations on the basis of set criteria. In epistemo-
logical and methodological terms, summative evaluation closely approximates
and is mutually complementary with economic evaluation (inasmuch the effi-
ciency of a programme cannot be evaluated without knowing its results).

2. System evaluation analyzes inputs, structures, processes and results that are
subsequently compared with that which was originally planned, or with the in-
puts, processes and results of another program or organization considered suc-
cessful in a given field (benchmarking) (Nemec et al., 2008). This approach is
very close to economic evaluation which, however, bypasses internal processes
and program/structure organization.

3. Formative evaluation aims to improve the object of evaluation by means of
research of the inner workings of a program, the quality of its implementation, its
organizational context, etc. It centers e.g. on the analysis of needs (systematic
effort to outline needs — the difference between “that which is” and “that which
should be”) and their classification according to relevance. Formative evaluation
asks how big the need is and what could work in order to meet the need. This has
a lot to do also with the analysis of feasibility of evaluation, which judges the
verifiability of policy effects in regard of set goals and ways of their implementa-
tion. Above all, however, formative evaluation centers on the internal processes
of a program’s functions and its implementation from the point of its adoption.
Usually this is a continuous process, seldom taking place in reverse.

4. Participative evaluation is an umbrella title of the evaluation approaches
that actively engage evaluation participants (clients, workers, principals, etc.) in
activities associated with planning and implementing evaluation (King, 2005).
Even though there exists a number of purposes and methods of such evaluation,
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the fundamental idea of participative evaluation is in transforming objects of
evaluation to its subjects, which ultimately should lead not only to positive
change on the level of individuals, programs or organizations but also to strength-
ening the motivation and capacity of these actors to utilize evaluation outcomes
(utilization-focused evaluation) and to subsequently perform independent evalua-
tion (empowerment evaluation).

5. Theory-based evaluation is preoccupied with empirical evaluation of the
validity of theoretical presumptions on which a program or an organization is
based. Therefore it should not only yield information about the program’s per-
formance and contributions but also explain how and why the program has suc-
ceeded or failed. In this way, it represents both a comprehensive and contextual
approach to evaluation (what works, for whom, and why), that “opens the black
box” of relationships between results and the mechanisms of achieving them in
given conditions (realistic evaluation, also known as realist synthesis).

Table 1
Classification of Main Evaluation Approaches

Approach Issues Solved Evaluation Criteria

Summative evaluation
centered on:

a) Goal attainment a) What is the degree of imple- | a) Derived from target(s)
menting set goal?
b) Effects identification b) What effects could be detected? | b) Open, all consequences should be
identified
Formative evaluation Is the program implemented as | Functionality of decision-making
intended? processes, service provision to target

groups, etc.

System model How does the program perform? Actual and intended inputs, processes,

structure and results of program

Economic model
a) Cost-efficiency a) Is productivity satisfactory? a) Minimize inputs with view to required
quality of outputs.

b) Cost-effectiveness b) Is effectiveness satisfactory? b) Natural inputs in terms of cost-effec-
tiveness (costs per natural input unit)
or results measured in terms of pro-
ductivity (in case of fixed budget, opt
for the variant with the most of natu-
ral input units).

c¢) Cost-benefit c) Is utility satisfactory? c¢) Goal/input fulfillment criteria
Participative evaluation — | Are clients/stakeholders satisfied? Evaluation criteria formulated by
targeting clients or actors clients/stakeholders. To measure levels
(stakeholders) of satisfaction there are algorithms

utilizing scales (tables) with descriptors.

Theory-based evaluation Does program works according to | Empirical analysis of theory and
a program theory? What works for | presumption in program background.
whom and in which context?

Source: Modified after Hansen (2005).




468

Each of these basic approaches has its specific strong and weak points that
should be considered when selecting a suitable evaluation model for the solution
of a specific task. Although often viewed as conflicting and mutually incompati-
ble, different evaluation approaches could, in our view, suitable complement each
other to make up for their respective weak points. Each of them is legitimate due
to its specific purpose, methodology, cognitive process, and practical use of
evaluation findings. A summary of the main evaluation approaches, tasks and

criteria is provided in Table 1 below.

The following chart proposes a possible general evaluation process that can
make use of a range of evaluation approaches in order to comprehensively evalua-

te public programs.

Chart 1

Key Questions of Comprehensive Evaluation of Implemented Public Programs

(continuous and ex post evaluation)

Was policy implemented
as intended?

i YES

Does policy meet expectations?
Was theory ascertained?

l YES

Could required effects be
achieved by more efficient
means (alternative policies)?

lNo

Is the policy still relevant
in regard of its set goal?

l YES

Policy may continue
unchanged.

NO

NO

YES

Where and why did implementation
fail?

Decision to modify or terminate
policy

NO

Source: Nekola (2007), modified by authors.
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The chart above defines the core questions the manager (evaluator) asks when
continuously evaluating programs, and assessing their virtues ex post. Obviously,
the first key question is whether a policy (and its goals) were implemented as
intended. The answer is in the monitoring of set goals and contrasting them with
achieved goals (or those found in progress during continuous control). Precise
evaluation of goals requires these same goals to be object targets with clearly
defined program evaluation criteria. Goals being the anticipated state-of-the-
-affairs, we use set indicators to find out if the results obtained fully correspond
with, or diverge from the set goals. The harmony of results and goals tells the tale
of the success of a program/policy. Program success can be measured using pre-
defined indicators. If a policy does not meet its set goals, a management failure
occurs.” It will be necessary to study the root causes of such failure, and to adopt
management measures to correct the situation.

While continuously controlling the program we also continue to monitor any
changes in its original implementation conditions. We ask if there is another pos-
sibility (variant solution) of attaining intended goals by more economical, effec-
tive and efficient methods. If there is no such option, the programme may go on
without change. If, however, there is an option, the program will be reviewed
and/or terminated. The said model could be used in developing interpretation
procedures to evaluate public programs. This is especially relevant in the Czech
Republic (Nemec et al., 2008). For this purpose, a system of program budgeting
and public program evaluation must be implemented rigorously, rather than for-
mally. Some of the methods for evaluating expenditure programs can be used to
evaluate public programs economically. We can see room enough in the field of
application of optimization methods of evaluating national budget outlays.

4. Model of Optimal Allocation of Discretionary Spending
at the Level of National Budget Chapters

In our opinion, the road to the further improvement of program budgeting
system leads through the application of optimization instruments in making deci-
sions about public programs (projects). Therefore we propose that in the field of
discretionary spending, a model be used that would help reduce the average dis-
cretionary expenses to a single program while establishing a pecking order of
programs (projects) according to their usefulness, catering either to individual
national budget chapters (individual program types) or to the national budget as
a whole. The output results could be used by the ministry of finance (or rather

* Public policy theory refers to implementation gap.
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budget chapter administrators) as decision-supporting instruments.” The model is
based upon hyperbolic (due to share evaluation criterion), bivalent (due to insepa-
rability of programs) and parametric (due to changing number of implemented
programs) programming (Robillard, 1971). This model does not expect us to
evaluate inseparable programs. These rather correspond to, say, “projects” in the
structure of national budget.®

It is prudent to expect of this type of national budget spending that the discre-
tionary expenses of a specific project are completely spent (not only as part
of planned expenses). This, however, does not rule out possible changes
(e.g. restrictions) occurring in the course of budget implementation. Budgeting
means could be shifted between various public budget programs or (in exceptional
cases) boosted in favor of other programs (projects). In case the planned resources
are not fully spent on a program during a budgeting period, the final financing of
the program (project) is to be decided on within the budgeting process of the next
budgeting period. However, this has no effect on the provison that we consider
programs (projects) indivisible for the purposes of discretionary expense plan-
ning.

This model could be used for the optimal allocation of public spending within
one or more national budget chapters. The model will be elucidated using a single
chapter (class) of the national budget.

Let us assume that a chapter (class) of national budget contains p of potential
programs (projects) Pj (j = 1,...p), at least one of which must be implemented.

The decision variants (public program portfolios) comprise all the possible
groups of one to p programs selectable from set p of potential programs. In the
pecking order, their number equals p.

Let us mark

Cj — as the cost of implementing the jth program (j = 1,...,p).

5 The proposed model (Pisek and Pisek, jr., 2003) was created within the Czech Grant Agency
project Allocation models of public resources and monitoring public spending efficiency. Research
Project No. 402/02/1267 (project manager F. Ochrana).

® The model is based on the assumption that inseparable programs are evaluated. Such programs
in fact exist, with most investments normally falling into that category. If programs are inseparable,
one of the other evaluation methods reviewed under (Ochrana, 2006) is used. Like every model, this
model has both advantages and disadvantages. The following are among its advantages: it facilitates
optimized resource allocation both within and between the different budget chapters; its limitations
and purpose function are easily defined; analytic results can support decisions in resource allocation.
A disadvantage lies in the fact that the model can only be used for inseparable programs. We have
tested the model in the Czech defense sector at a time when an attempt to implement program bud-
geting was underway. In that case, we were able to see the key role of politics in implementing
program budgeting. One of the preconditions for this model is our ability to rank programs by their
utility, thus ordering them according to preferences. Such prioritization belongs to the realm of
politics. It turned out that by ranking programs subjectively (based on lobbying), politics may di-
srupt the entire evaluation process by putting its rationale into question. This negative experience
confirms the key role of politics in resource allocation.
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The upward numbering of programs according to their declining utility leads
to the preferential arrangement of programs from those with the maximum utility
to those with the least utility: Py, P,,...,Pp.

Each potential program is associated with bivalent variable x; (j = 1,...,p) ac-
quiring one of the two values indicated below:

1 — jth program will be implemented
0 — jth program will not be implemented.

The system of limiting conditions of mathematical model shall comprise:

P
e cquation ZX j =T representing number r of implemented programs where
j=1
by the r-parameter acquires values r =1, 2,...,p;
e equation X; = 1 is the result of the requirement for the implementation of at
least one program and the pecking order of programs;
e set of inequalities X; > X, >...> X, expressing the preferential arrangement of
programs.
The purpose function (optimality criterion) of the mathematical model expresses
the average spending on the implementation of one public budget program.

P
ch "X

R=1"——
p
2%

j=t

The mathematical model of optimal allocation of non-mandatory expenses —
minimization of average spending on one implemented program — is

P
ZXJ- =r (r=1,....p)

j=1

Xi—Xa>0(j=1,..p-1)

X =1
1
Xj =<(J =2, ,p)
0
p
ZCJ X;
min R=-
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By solving this model we can set the amount of minimal average discretionary
spending for one implemented program (project). Spending is determined by the
following relation:

S
.G

Kk

minR=minS =

S

using the optimal number s of implemented programs/projects.

S
If the sum of discretionary expenses ZC ; of selected programs (projects)
j=1
exceeds budgeting limitations, the calculation must be repeated after the exclusion
of the bottom-most pecking-order programs (projects) the spending on which has
exceeded the budget limits. The information thus obtained may be used in support
of decision-making processes.

Conclusions

It becomes obvious, on the face of comparing individual evaluation ap-
proaches, that there are many ways of evaluating programs. Each of them has its
assets and drawbacks which, however, could be strengthened or weakened by
suitably blending them with other approaches. Economic evaluation would seem
to be optimal for checking and assessing the use of available resources, while
formative evaluation seems to be fit for the research of program implementation,
etc. The choice of evaluation approach depends not only on the type of program
but indeed also on its goals and the nature of the evaluation process and enough
political will on behalf of the ruling political parties (and the will to reach consen-
sus on setting non-normative government program goals), aimed at obtaining
sufficient know-how, expertise and staff preparation.
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