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ABSTRACT

PERFORMANCE BUDGETING SYSTEM IN TURKEY:
PROBLEMS AND SOLUTION PROPOSALS

Catak, Sevil
M.S., Department of Industrial Engineering
Supervisor: Prof.Dr. Canan Cilingir

Co-Supervisor: Assist.Prof.Dr. Baris Siirticii

January 2010, 253 pages

Effective and efficient use of public resources has a vital importance for
Turkey, as for all countries. To serve this purpose, public financial management was
reformed and performance budgeting system was begun to be implemented in Turkey.

In order performance budgeting system to be properly put into practice, the
system should have been well designed, regulations should have been adequately
prepared and necessary information, guidance and support should be provided to the
implementers.

In this study, the implementation of performance budgeting system in Turkey
was investigated from the perspective of public administrations under general budget
and problems in the system were identified. Comments, experiences and suggestions
of administrations were obtained via questionnaires and interviews, and analyzed.
Additionally, regulatory legal documents and reports of administrations prepared
within the performance budgeting concept were also investigated.

In order to provide constitution of a more properly designed system and more
easy and smooth implementation, to obtain a well adopted system by the implementers
and to get results of better quality, proposals were put forward corresponding to the
identified problems.

Integrated analytic network process with a strategic resource allocation model
proposal is presented to be used in update of performance programs in the aim of

minimizing the deviations from targeted performance within budget constraints. The



proposed model is implemented for the Strategy Development Unit of the

Undersecretariat of Treasury.

Keywords: Performance Budgeting, Strategic Planning, Performance

Programming, Analytic Network Process, Resource Allocation
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TURKIYE’DEKi PERFORMANS ESASLI BUTCELEME SISTEMI:
PROBLEMLER VE COZUM ONERILERI

Catak, Sevil
Yiiksek Lisans, Endiistri Mithendisligi Boliimii
Tez Yoneticisi: Prof.Dr. Canan Cilingir

Ortak Tez Yoneticisi: Yard.Dog.Dr. Barig Siiriicii

Ocak 2010, 253 sayfa

Kamu kaynaklarinin etkin ve verimli kullanilmasi tiim iilkeler i¢in oldugu gibi
Tiirkiye i¢in de biiyliik 6nem tagimaktadir. Bu amaca hizmet etmek iizere, Tiirkiye’de
kamu mali yoOnetimi reformu yapilmig ve performans esasli biitgeleme sistemi
uygulanmaya baglamustir.

Performans esash biitceleme sisteminin dogru isleyebilmesi i¢in sistemin iyi
kurgulanmis olmasi, diizenlemelerin yeterli nitelikte hazirlanmig olmas1 ve
uygulayicilara gerekli bilginin, yonlendirmenin ve destegin saglanmasi gerekmektedir.

Bu calismada, Tiirkiye’deki performans esasli biitceleme sisteminin isleyisi,
genel biitgeli kamu kurumlart perspektifinden incelenmis ve sistemdeki problemler
tespit edilmistir. Kamu kurumlarinin goriis, deneyim ve onerileri anket ve goriisme
vasitastyla edinilmis ve analiz edilmistir. Tlave olarak, diizenleyici yasal dokiimanlar
ve performans esash biitgeleme kapsaminda hazirlanan kurum raporlar: incelenmistir.

Daha dogru tasarlanmis ve uygulayicilar tarafindan iyi benimsenmis bir sistem
olusturulmasin1 ve uygulamanin daha kolay ve piiriizsiiz olmasin1 ve daha kaliteli
sonuglar alinmasini saglamak amaciyla, belirlenen problemlerin giderilmesine yonelik
oneriler geligtirilmigtir.

Performans programlarimin giincellenmesi agamasinda kullanilmak {izere;
biitce kisitlart altinda, hedeflenen performanstan sapmalari enazlamak amaciyla,
analitik ag siireci ve stratejik kaynak dagilimi model onerisi sunulmustur. Onerilen

model Hazine Mistesarlig1 Strateji Gelistirme Dairesi Bagkanliginda uygulanmustir.
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CHAPTER 1

INTRODUCTION

Government budgets, which are statements of government financial plans, are
at the core of the public policy indicating how public resources are planned to be used
in order to meet policy goals. In order to provide efficient allocation of public
resources to public expenditures in conformance with the priorities of government via
more informed budgetary decision making and to enhance transparency and
accountability in public activities, performance budgeting system came into the
picture.

As in the most developed and developing countries, performance budgeting
approach was introduced to the public sector in Turkey in 2003 by the enactment of
the Public Financial Management and Control Law. The Law covers the financial
management and control of all public administrations; namely, social security
institutions, local administrations and administrations within the scope of central
government, which also includes three sub-budget categories that are general budget,
special budget and regulatory and supervisory agency budget. The implementation of
the Law could begin by 2005 in terms of budgeting process, and by 2006 in the proper
sense.

The hypothesis that the performance budgeting system is not running properly
in Turkey is questioned in this study. It is aimed to systematically analyze the
problems faced by the public administrations under general budget related to the
performance budgeting system in Turkey and to propose solutions so as to identify a
proper system. The administrations that are not under general budget are out of the
scope of this study. The reasons of choosing only the general-budget administrations
are that they are the most restricted administrations in terms of budget and total budget
of the general-budget administrations constitutes approximately 93.3% of the total

central government budget.



In this study, first of all, literate survey related to performance budgeting is
performed. Then, performance budgeting system implemented in Turkey is described,
considering the actors, the tools used and the processes performed in the system.

In order to question the current practice in the system, a series of data
collection processes are conducted. Questionnaires are formed and implemented to the
administrations, followed by analysis of the data obtained. In addition, the regulatory
documents related to the performance budgeting system are examined in detail and
practices of general-budget administrations are investigated. Using the data collected
by these various methods and the theoretical background of performance budgeting,
the current situation of the system is analyzed under the following areas: legislation
and methodology of the system, coordination within the system, consultancy given by
the regulatory administrations, ownership provided by implementing administrations,
implementation practice of administrations and administrative and external factors
affecting the processes performed in the system. The elements of the performance
budgeting system; namely, strategic plans, performance programs, budgets, activity
reports and possible other tools constitute the sub-areas of the analysis.

Based on the findings of the analysis of the system; legislation-based,
methodological, coordination and guidance-based, implementation-based and
administrative problems are identified and summarized. Consequently, it is concluded
that performance budgeting system is not properly, effectively and efficiently running
in Turkey.

Therefore, proposals both in the strategic level to improve the effectiveness
and in the operational level to improve efficiency of the system are presented. The
proposed system consist of the following elements: (i) strengthened national level
policy documents, (ii) restructured and improved performance budgeting documents,
(iii) strengthened performance budgeting methodology, (iv) improved and assured
quality of performance budgeting documents, (v) strengthened and clarified
relationship between results and resources, (vi) clarified consequences of met and
unmet commitments, (vii) strengthened coordination and consultancy, (Vviii)
strengthened strategy development units, (ix) strengthened ownership and supervision
by the Parliament, (x) established management information system, (xi) revised way
of determination of expenditure ceilings, (xii) revised preparation process of

performance budgets, (xiii) revised budget calendar, (xiv) strengthened performance



budgeting legislation, and (xv) strengthened complementary legislation for
performance budgeting.

Finally, the ambiguity in prioritizing elements of performance programs and
in updating performance programs, which are among the problems identified, is
handled. The use of the analytic network process is suggested to be used in
prioritization process. In addition, utilization of a resource allocation model is put
forward for the update of performance programs. Priorities are among the inputs of the
model, the aim of which is to minimize deviations from performance targets without
exceeding the total amount of budget available. It is constructed for the use in update
of performance program data of spending units. Furthermore, an application is done
for the Strategy Development Unit of the Undersecretariat of Treasury.

This study may provide insight for administrations about the practice of the
performance budgeting system implemented in Turkey, since it presents a detailed
description of the system, followed by a statement of problem areas. It also provides
possible solutions for the identified problems to the decision makers and the
implementers. The proposed models for update of performance programs, in addition,
enable spending units to allocate their scarce resources optimally so as to minimize the
deviations from desired performance targets.

The contents of this study can be described as follows:

In Chapter 2, general information about budgeting and budgeting
classifications is provided. In this chapter, comparison of budgets is also expressed.

In Chapter 3, performance budgeting system, its various approaches,
components and models are explained.

In Chapter 4, the brief information about the performance budgeting practices
of some of the OECD countries; namely, the Netherlands, United Kingdom, United
States, Denmark and Sweden, are provided.

In Chapter 5, performance budgeting system implemented in Turkey is
introduced taking into consideration the historical progress of budgeting, performance
budgeting tools used in the system, the actors of the system and the performance
budgeting processes.

In Chapter 6, the scope, the aim and the method of this study are
demonstrated. In addition, studies done by academicians, government offices and
international institutions related to the performance budgeting system are also

mentioned.



In Chapter 7, information about the analysis of the questionnaire implemented
within this study is given.

In Chapter 8, the current situation of the performance budgeting system in
Turkey is explained in detail. The problems experienced in the system are summarized
at the end of the chapter.

In Chapter 9, proposals to strengthen and to improve the performance
budgeting system are put forward.

In Chapter 10, the proposed method for update of performance programs is
explained in detail. Conceptual framework of the model is constructed and the
application of the proposed model for the Strategy Development Unit of the
Undersecretariat of Treasury is presented.

In Chapter 11, findings of this study are summarized and the contribution of
this study is expressed. In addition, future research directions are stated in this chapter.

Detailed information about the performance budgeting practices of the
selected OECD countries, the full versions of the questionnaire and interviews
implemented within this study, information about the multiple criteria decision
making methods and balanced scorecard, and supplementary information about the

proposed system and model are provided in the appendices.



CHAPTER 2

BUDGETING AND BUDGETING CLASSIFICATIONS

2.1. Conceptual Framework of Budgeting

Budget can be defined as “a plan for getting and spending money to reach
specific goals by a certain time” (Dropkin, Halpin and La Touche 2007). Budgeting is
“a process for systematically relating expenditure of funds to accomplishment of
planned objectives” (Schic 1972:a). It is also described as “the process of allocating
finite resources to the prioritized needs of an organization” (NCES 2003).

Budget and budgeting are valid terms for individuals, families and companies
as well as for governments. Government budget, which needs special attention within
the context of this study, is “a comprehensive statement of government financial plans
including expenditures, revenues, deficit or surplus, and debt” (OECD 2006).

Government budgets are legal documents generally approved by legislative body.

2.2. Budgeting Classifications

The budget or budget document is a product of a budget cycle, which has four
phases; executive preparation and submission, authorization by legislation, execution
of budgets, and audit (Burkhead 1956). Budgeting referring to the executive
preparation and submission phase can be classified according to the (i) budgeting base
used, (ii) budgetary data contained and the way it is presented, or (iii) budget rules

utilized.

2.2.1. Classification by Budgeting Base
Budgeting classification according to the budgeting base includes incremental
budgeting, zero-based budgeting and compromise budgeting, which are referred as

budgeting types in this study.



Incremental Budgeting:

Incremental budgeting is a traditional budgeting strategy and is also referred
as classical budgeting. In incremental budgeting, the previous period's budget is used
as a basis and incremental amounts are added to the previous period's budget in order
to obtain that of the next period (Folscher 2007).

The advantage of incremental budgeting is limited to the fact that it is a simple
and routine process, and change in the budget from period to period is gradual.
However, its drawbacks are (i) the assumption that the situation and the strategy used
in the previous period are valid in the next period, which ignores changing
circumstances and can cause existing inefficiencies continue, (ii) the “spend it or lose
it mentality” which encourages spending and discourages cost reduction®, (iii) short
term focus, (iv) focus on inputs (Joiner and Chapman 1981) and, (v) limited useful

information on the functions and activities of organizations (NCES 2003).

Zero-Based Budgeting:
Peter A. Phyrr (1972), who developed zero-based budgeting (ZBB), defined it

in the following way:

Planning and budgeting process that requires each manager to justify his or
her entire budget request in detail from scratch (hence zero base) and shifts the
burden of proof to each manager to justify why he or she should spend any
money at all.

It requires that “every assumption of a budget be justified, not only as to its
costs but also as to its effectiveness in contributing to the goal of the activity”
(Dropkin, Halpin and La Touche 2007).

The advantage of ZBB is that it provides effective allocation of resources by
eliminating redundant and ineffective activities. Besides, ZBB results in the optimum
allocation of resources according to some authors (Shim and Siegel 1994; Joiner and
Chapman 1981). Additionally, it enables focusing on priority issues and ends, and
provokes cost reduction. On the other hand, it is a time consuming process, and it
requires detailed cost information and technical knowledge about costing, cost-benefit

analysis, etc.

! http://basiccollegeaccounting.com/budgeting-incremental-budget/
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Compromise Budgeting:

Joiner and Chapman (1981) suggested compromise budgeting as a middle
course between incremental budgeting and zero-based budgeting. According to their
definition, this budgeting type neither does a zero base nor ignores the realities in the
environment. The point is that less beneficial activities or programs are cut back to a
realistic level by focusing on reallocation based on the current situation (Joiner and
Chapman 1981).

This approach is found in the literature under the name of cutback budgeting,
which is defined as an approach that examines the base budget for possible cuts by
considering the programs and their advocates in a competing position with each other
for the resources (Behn 1985, quoted in Kelly and Rivenbark 2003). It is an old
approach; yet, its tracks can be found in the practice under the name “backward
budgeting”, by which governments determine the available revenue increase and made

program funding decision based on available resources (Kelly and Rivenbark 2003).

2.2.2. Classification by Budgetary Data

Budgeting can be categorized according to the budgetary data contained and
the way it is presented. The importance of this classification lies in the fact that the
way of grouping revenue and expenditure items is closely related with the character of
the budgetary decisions (Burkhead 1956).

Although, “there is an almost infinite variety of ways in which budgetary data
may be classified” (Burkhead 1956), the most widely-known ones are line-item
budgeting, program budgeting, functional budgeting, and institutional budgeting,

which are referred as budgeting structures in this study.

Line-ltem Budgeting:

Line item is defined by OECD (2006) as “an appropriation that is itemized on
a separate line in a budget”. In public budgeting, it refers to the most detailed level of
appropriation approved in law (OECD 2006). Line-item budgeting, which is also
called object account or class budgeting or historical approach, presents the budget in
various input sections, such as personnel, travel, office supplies, etc.

The advantage of line-item budgeting is that it allows assessment of the

reasonableness of the cost estimates, whereas the disadvantages of this structure are as



follows: (i) it is costly and timely to produce, (ii) decision making is focused on small
items, and (iii) budget is inflexible (Irene 2007).

Program Budgeting:

In program budgeting, resource allocation and expenditures are primarily
based on programs of the organization. Schic (2007) noted that “core idea is that
expenditures should be grouped and decided in terms of governmental objectives”,
which directs governments to construct a program structure as the basis for
formulating the budget.

The major advantages of program budgeting are the future-oriented structure
referring to the examination of the effect of current decisions on future results (Shim

and Siegel 1994) and output/outcome oriented approach.

Functional Budgeting:

Functional budgeting uses functional classification referring to the
expenditures of government. It provides “general aggregative information on
government operations” (Burkhead 1956). Therefore, it can be reflected as a broader
version of program budgeting. This structure can be best used when the aim is to
measure “the change in the nature of government programs” (Burkhead 1956) and the

priorities of government.

Institutional Budgeting:

This budgeting structure classifies the revenues and expenditures based on the

administrations and their departments.

2.2.3. Classification by Budget Rules

Budget rules refer to the determination of “how spending, more generally
budget, decisions are made and reported” (Schic 2007, italics added). Planning-
programming budgeting and performance budgeting constitutes the main strategies in

this classification.

Planning-Programming Budgeting:

Planning-programming budgeting integrates planning and budgeting processes
by using systems theory and cost-benefit analysis (Kelly and Rivenbark 2003) and is

presented in an output-oriented program format (Sweeny and Rachlin 1987). Cutt

8



(1974) defined it as “a marriage between overall planning and the translation of
planning objectives into programs on the one hand, and budgeting procedures on the
other”.

In this approach, services are presented based on programs, which are then
divided into sub-programs, activities and projects (Ozen 2008). “Program
classification principle” (Robinson and Brumby 2005), which implies the
classification of expenditures by programs, is the core of program budgeting. Possible
expenditures are evaluated based on their marginal benefit to programs (Kelly and
Rivenbark 2003).

The main advantage of this approach is the focus on long-range planning
(NCES 2003). Moreover, it aims at rationalizing policy making and attaining proposed

objectives in an effective manner (Fishel 1971).

Performance Budgeting:

Performance budgeting has various definitions in the literature. According to
the OECD definition (2005), performance budgeting is budgeting approach that links
funds allocated and measurable results. U.S. General Accounting Office (1999)
defined performance budgeting as “the concept of linking performance information
with the budget”. In fact, it is neither a budgeting technique nor a budgeting format;
but an integration of operational accountability into the budgeting (Kelly and
Rivenbark 2003).

This approach has various terms besides performance budgeting; such as
performance-based budgeting, results-based budgeting, performance funding, and
budgeting for results. Performance budgeting is focused on “spending results rather
than the money spent” (Carter 1994), which makes this approach outcome and result

oriented.

2.2.4. Review of Budgeting Types, Structures and Strategies

The core properties of budgeting types, structures and strategies are
summarized in Table 1.

Organizations can use only one of the budgeting types and structures as well
as a combination or “hybridized versions” to address the organization-specific needs
and purposes (NCES 2003) since the choice of budgeting structure and budget base to
be used are independent (Hager et al. 2001).
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It is worth to assess the combination of performance budgeting with budgeting
bases and structures. Kelly and Rivenbark (2003) stated that “performance budgeting
fits nicely within the line-item format and is consistent with the incremental
approach”. However, when program structure is used with performance budgeting,
“the performance budget changes the focus of discussion from detailed line items to
the broader objectives and performance of public programs” and enables more
informed decision making in budgeting (Shah and Shen 2007).

Since this study handles performance budgeting system in Turkey, Chapter 3

is allocated for the detailed description of performance budgeting.

11



CHAPTER 3

PERFORMANCE BUDGETING

3.1. Conceptual Framework of Performance Budgeting
Performance budgeting is defined by Robinson and Brumby (2005) as
follows:

Procedures or mechanisms intended to strengthen links between the funds
provided to public sector entities and their outcomes and/or outputs through
the use of formal performance information in resource allocation decision-
making.

In the World Bank PremNotes (2003), it is defined as a budgeting approach
that tries to link performance information to resource allocation.

Performance budgeting can be considered as an analytic tool when it refers to
“any system that provides information on the volume of outputs, the activities of
government agencies, their workload, indicators of demand or need for public
services, or the impact of expenditure”; or as a decision rule when it refers to “the
budget systems which formally link increments in spending to increments in results”

(Schic 2007).

3.2.  Need for and Aim of Performance Budgeting

The main objectives of performance budgeting in governments are
strengthening allocative efficiency referring to efficient allocation of public
expenditures in conformance with the priorities of government and productive
efficiency (OECD 2007, Sterck and Bouckaert 2006, Robinson and Brumby 2005).

Shah and Shen (2007) summarized the possible favorable sides of
performance budgeting as (i) improved public management in terms of efficiency and
effectiveness, (ii) “more informed budgetary decision making”, and (iii) “high

transparency of and accountability for government activities”.

12



3.3.  Performance Budgeting and Other Approaches

Performance budgeting can be considered within larger systems and as “a part
of a broader set of management and budgetary reforms designed to improve the
efficiency and effectiveness of the public sector and/or to facilitate the achievement of
fiscal sustainability” (Robinson and Brumby 2005).

Performance budgeting can be defined in the context of strategic management.
The reason is that it works well and requires the core components of strategic
management, such as long-term planning, and enables strategic allocation of funds.

Moreover, performance budgeting fits well to the management for results
approach, which is “the use of formal performance information to improve public
sector performance” (Robinson and Brumby 2005). That is, it can be put into the
budgetary part of management for results strategy and considered as its sub-system.

Furthermore, performance information systems constitute the grounding
element of a performance budgeting system since they enable performance related
data. Performance management, correspondingly, is an integral or complementary
part of performance budgeting. Performance measurement includes the generation,
track, evaluation and reporting of performance data. These components are used in
performance budgeting for budgeting and accountability purposes. Besides, Kusek and
Rist (2004) described result-based monitoring and evaluation systems as a tool for
feedback about the fulfillment of outcomes into the decision-making process.

Therefore, it is also a complementary tool for performance budgeting.

3.4. Performance Budgeting Approaches

Performance budgeting not only involves the development of performance
information, but also the use of performance information in budget development and
resource allocation (OECD 2007). The level of the usage and the influence of the
performance information on budgeting may differ. In this context, there are three
different approaches, which are presentational performance budgeting, performance-

informed budgeting, and direct performance budgeting (OECD 2007).

3.4.1. Presentational Performance Budgeting
Presentational performance budgeting does not use performance information
for resource allocation, but for presentational purposes. That is, performance
information is out of the budget development process and “there is no link between
13



performance information and funding” (OECD 2007). In this case, this approach
becomes an analytic tool. It aims accountability (OECD 2007) and is also referred as

performance-reported budgeting (Shah and Shen 2007).

3.4.2. Performance-Informed Budgeting

Performance-informed budgeting, also called indirect performance budgeting,
uses performance information as well as other related information in budget decisions
(OECD 2007). Therefore, performance information has impact on but not a sole
determinant of resource allocation or funding. That is, “there is no direct or
mechanical link between performance (planned or actual) and funding” (OECD 2007).

Performance information can be used in budget process in government (i) for
planning purposes, where planned future performance is used for funding decisions,
and/or (ii) for accountability purposes, where agencies are hold accountable for actual
performance especially to public, and budget allocations are informed (OECD 2007,
italics added).

3.4.3. Direct Performance Budgeting

Direct performance budgeting involves direct linkage between performance
information and budgeting, by which resource allocation is based directly and solely
on performance information and achieved results (OECD 2007). This approach aims
resource allocation and accountability (OECD 2007) and is also referred as
performance-determined budgeting (Shah and Shen 2007:a) and formula-based

performance budgeting.

3.5.  Components of Performance Budgeting
Shah and Shen (2007:b) specified the components of performance budgeting
within its definition as follows:

Performance budgeting is a system of budgeting that presents the purpose and
objectives for which funds are required, the costs of proposed programs and
associated activities for achieving those objectives, and outputs to be produced
or services to be rendered under each program.

In this context, performance budgeting tools in public sector can be classified
as long-term documents, medium-term documents, budgeting, and evaluation reports.

Besides; accrual-based accounting is a contributory tool for performance budgeting.

14



3.5.1. Long-Term Documents

Long-term documents include the objectives that an organization plans to
achieve in three to seven years. They befit the policy determination step and generally
serve as a tool for the association of the objectives of the organizations with the
medium-term objectives and the priorities of the government.

Long-term documents are generally in the form of strategic plans. More
formal versions, which are public service agreements made between government and
public administrations, and service delivery agreements made between public

administrations and their departments are used in the United Kingdom.

3.5.2.  Medium-Term Documents

Medium-term documents include targets of an organization spanning up to
three years and determined in accordance with the long-term documents of the
organization. They can be put in the policy determination step as a sub-step and also
serve an important function as a supplementary or base document in the preparation of
budgets. They are in the form of performance plans or performance programs.

Performance agreements are the formal versions of medium-term documents.

3.5.3. Evaluation Reports

Evaluation reports include the results of activities performed by an
organization, and the comparison of the planned results and the actual performance in
the related year. They constitute the evaluation part and are generally in the form of

performance reports and activity reports.

3.5.4. Accrual-Based Accounting?

Accrual-based accounting and budgeting can add value to performance
budgeting as contributory applications, since (i) time horizons can be extended in both
forward and backward directions (Tarschys 2002), (ii) decision making can be
improved by enhanced information (Bléndal 2003), and (iii) improved discipline can

be obtained for budget execution purposes (Blondal 2004).

? Accounting system can be defined as a “system for recording financial transactions” (OECD
2006). Two main accounting systems are (i) cash accounting that recognizes transactions and
events when cash is received or paid, and (ii) accrual accounting that recognizes revenue when
it is earned and expenses as they are incurred (OECD 2006).

15



3.6. Performance Budgeting Models

Eriiz (2005) put performance budgeting into three categories, which are
models based on strategic plans, models based on performance agreements and models
converted into budget format. However, according to OECD classification (2007),
which is more proper, the models are the ones that use additional performance
documents beside budgets and the ones that use budgets including performance

information.

3.6.1. Models Based on Additional Performance Documents

Models based on strategic plans and on performance agreements, the two
classifications of Eriiz (2005), can be put into this category.

In models based on strategic plans; budgeting begins with the medium or
long-term strategic planning process. Performance programs that are prepared in
accordance with strategic plans constitute the base for budgets (Eriiz 2005) and
append performance information into budgeting process. Performance reports
constitute the accountability mechanism for performance (Eriiz 2005).

In models based on performance agreements; public service agreements made
between government and public administrations, and service delivery agreements
made between public administrations and their departments are used to attach

performance information into budgeting process (Eriiz 2005).

3.6.2. Models Based on Budgets Including Performance Information

In models based on budgets including performance information, which can
also be referred as models converted into budget format; there are neither separate
performance documents nor performance reports, rather budgets include both

performance information and resource allocation (Eriiz 2005).
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CHAPTER 4

PERFORMANCE BUDGETING IN SOME OF THE OECD COUNTRIES

The member countries of the Organization for Economic Co-operation and
Development (OECD) that use performance budgeting system are the Australia,
Canada, Denmark, Korea, Netherlands, New Zealand, Sweden, Turkey, United
Kingdom and United States. As a result of a quick review of the literature about
budgeting systems of the countries (OECD 2007; Akkas 2008), considering the
systematic resemblance to Turkey; the Netherlands, United Kingdom and United
States are selected for further investigation. In addition, Denmark and Sweden are
chosen in order to analyze all approaches of performance budgeting. Indeed,
Netherlands, Sweden, United Kingdom and United States are pioneers in results-
oriented financial management (Pollitt and Bouckaert 2004, Liider and Jones 2003
quoted in Sterck and Bouckaert 2006)°.

The main parameters considered in the investigation of the countries are (i)
performance budgeting approach, (ii) performance budgeting tools, (iii) responsible
organization(s), and (iv) budget ceilings. Details of the performance budgeting system
in these countries are summarized in Tables 40-44 in Appendix A. Still, core

properties are expressed below.

4.1. Performance Budgeting in the Netherlands

A more policy-oriented program budgeting was introduced in the Netherlands
in 2001; budget format was changed and organized along policy lines or the desired
outcomes of the Dutch government (OECD 2007). The policy objectives, the

instruments and the estimated means to achieve them, and the outputs to be delivered

®In addition, the Netherlands, United Kingdom, and United States are among the countries,
practices of which were investigated in the establishment of the system of Turkey.
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are described in the explanatory statements of budget articles (Sterck and Bouckaert
2006). Therefore, it can be stated that performance informed budgeting based on
outcome/program structure is the general approach. Tools used in the Netherlands for
performance budgeting are (i) budgets including performance information, (ii)
performance agreements and (iii) annual policy reviews (Oral 2005, OECD 2007).

Performance agreements are done between the ministries and the agencies;
yet, doing so is not mandatory and there are no sanctions for underachievement of
targets specified in performance agreements (Oral 2005).

Performance budgeting system in the Netherlands has an important
characteristic that can be inspired by: budget lines include a “general goal or
objective” that can be cascaded to “operational goals”, which enables showing how
programs are linked to wider political policy objectives (OECD 2007). Moreover; in
order to pay more attention to the annual reports and accounts, budgets and annual

reports are discussed at different times in the Parliament (Sterck and Bouckaert 2006).

4.2. Performance Budgeting in the United Kingdom

In the United Kingdom (UK), performance informed budgeting is the general
approach where performance information is used for accountability purposes.
Increases in expenditure are linked to performance targets or evaluations (OECD
2007). However, there is no predetermined direct relationship between achieved
performance and resource allocation (Noman 2008). Moreover, direct performance
budgeting is utilized in health and labor/employment sectors (OECD 2007). Tools
used in the UK for performance budgeting are (i) strategic plans for five-year periods,
(i) public service agreements (PSASs), (iii) service delivery agreements (SDAS), (iv)
spending reviews, and (v) departmental performance reports (Noman 2008, OECD
2007).

PSAs are done between Her Majesty’s (HM) Treasury and departments, and
include aims, objectives, targets, and efficiency savings for and the resources of
government departments as well as who is responsible for delivery of service (Noman
2008). SDAs are the agreements that include statements relating to how the targets
will be achieved as well as key output or process targets required to achieve the
outcome target set in the PSA.

Performance budgeting system in the UK has important characteristics that
can be inspired by: (i) clear and outcome-focused goals are set by the government at
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national level, (ii) HM Treasury works with both the departments and the Prime
Minister’s Delivery Unit, which enables focusing on priority areas, (iii) Ministers are
actively involved in setting objectives of departments due to the authorization for
approval, challenge, and ultimate sign-off, and (iv) there is a requirement that “the
targets set should be consistent with overall spending envelope of departments”
(Noman 2008). Moreover, a technical note relating to how the targets will be
measured and a delivery plan relating to how the targets will be achieved are prepared
by each department (OECD 2007). Another application that may be benefited is that
“the risks on delivery of the targets are considered as part of the regular monitoring
process” (Ellis and Mitchell 2002).

4.3. Performance Budgeting in the United States

In the United States (US), performance informed budgeting is the general
approach (OECD 2007)*. Performance budgeting is based on strategic plans (Ozen
2008) and on program structure (Oral 2005). Tools used in the US for performance
budgeting are (i) strategic plans for at least six-year periods, (ii) annual performance
plans, (iii) annual performance reports, and (iv) Program Assessment Rating Tool
(Groszyk 2002, Ozen 2008)

Performance budgeting system in the US has an important characteristics that
can be inspired by: performance plans of agencies are linked to the agency budget
requests and should include performance goals that cover, in some manner, every
listed program in the budget requests of the agency (Groszyk 2002). One property of
the content of performance plans in the US that is different from Turkey is that
individual goals need not be costed; only the funding for a set of performance goals
need to be determined in the US (Groszyk 2002).

4.4, Performance Budgeting in Denmark
In Denmark, performance informed budgeting is the general approach; yet,
direct performance budgeting is utilized in education and health sectors (Ginnerup et

al. 2007). Tools used in Denmark for performance budgeting are (i) performance-

* In United States, states have right to determine their budget system (Ozen 2008). Therefore,
the properties stated in this part are those of the performance budgeting system for federal
departments and agencies.
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based contract system, (ii) a performance related pay system, (iii) annual reports and
(iv) the Danish Quality Award (Thorn and Lyndrup 2002).

Performance management initiatives are voluntarily put into practice based on
the recommendations of the Ministry of Finance (Ginnerup et al. 2007). Performance
contracts are used, if any, in different levels of management as cascaded from up to
bottom, which enables ownership of the targets by each and all employees. There are
no sanctions for underachievement of targets specified in performance contracts;
indeed, there is a performance pay system used as an incentive for the achievement of
targets (Thorn and Lyndrup 2002).

Performance-based contract model in Denmark has important requirements
that can be inspired by: (i) focus should be primarily on external targets, (ii) the
contracts with the directors general should be incorporated with the contracts for
agencies, and (iii) the performance-related part of the director general’s salary should

be linked to the performance of the agency (Ginnerup et al. 2007).

4.5. Performance Budgeting in Sweden

In Sweden, presentational performance budgeting is the general approach,
where individual ministries decide whether to produce and present performance
information in budget negotiations (OECD 2007). Moreover, direct performance
budgeting is utilized in education and trade/industry sectors (OECD 2007).
Performance budgeting is based on strategic plans (Yardimcioglu 2006). Tools used in
Sweden for performance budgeting are the budget bills and the letter of appropriations
(OECD 2007, Blondal 2001).

The Budget Bill includes proposed appropriations for the coming budget year
and a retrospective report of performance by policy area in relation to the goals set by
the Parliament (Kiichen and Nordman 2008). That is, it is a tool to link policy
objectives to expenditure (OECD 2007).

Performance-based contract model in Sweden has an important characteristic
that can be inspired by: a letter of appropriation is sent to each government agency by
the relevant ministry, in which the goals to be achieved by the agency during the
coming year and the feedback and performance information that must be provided to
the ministry are stated (OECD 2007).
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CHAPTER 5

PERFORMANCE BUDGETING IN TURKEY

5.1. Historical Perspective

Public budgeting in Turkey can be examined in three periods according to the
budgeting types and approaches used as (i) the period of 1924-1973, (ii) the period of
1973- 2003, and (iii) the period after 2003.

The first period began with the first budget of the Republic of Turkey that was
developed in 1924 (Oner 2001). The most important development in the period, from
perspective of budgeting, is the General Accounting Law enacted in 1927 (Law No
1050). The classical budgeting approach and administrative-based classification were
used (Demir 1991). Moreover, separation of current and investment expenditures was
implemented after 1950 (Oner 2001) and one additional expenditure assortment was
used as capital constitution and transfer expenditures after 1964 (Kiziltas 2005).

Planning-programming budgeting was the budgeting approach that was used
in the period of 1973-2003, by which classification was structured as programs,
subprograms, activities and projects, and expenditures (Kiziltas 2005). The code
structure used in budgeting was modified to enable administrative and functional
classification (Demir and Oner 2005). However, functional classification could not be
implemented properly; rather administrations were grouped by their functions in
service classification (Kiziltag 2005).

The third period began in December 2003 by the enactment of the Public
Financial Management and Control Law (PFMC Law), by which the General
Accounting Law of 1927 (Law No 1050) was abolished. By the PFMC Law,
performance budgeting approach became an obligation for government agencies.
However, the implementation of the Law could begin by 2005 in terms of budgeting
process, yet became fully effective in 2006 across all administrations under general

government.
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5.2.  Performance Budgeting in Turkey

Performance budgeting approach came into operation by the PFMC Law
(amended in 2005 by the Law No 5436). The term “performance-based budgeting” is
used in the law and explained by stating that public administrations prepare their
program/project-based resource allocation and budgets based on strategic plans,

objectives and performance indicators.

5.2.1. Budgeting Categories in the PFMC Law

There are three broad types of institutions defined in the PFMC Law; public
administrations within the scope of central government, social security institutions,
and local administrations. They are also referred as public administrations within the
scope of general government. The PFMC Law covers the financial management and
control of these public administrations. Accordingly, there are three broad categories
of budgets, which are central government budget, social security institution budget
and local administration budget. Central government budget also includes three sub-
budget categories that are general budget, special budget and regulatory and
supervisory agency budget (PFMC Law)°. Performance budgeting is a general

approach adopted for all of the budgeting categories mentioned.

5.2.2. Performance Budgeting Tools
Performance budgeting tools are strategic plans, performance programs,
budgets and accountability reports. Moreover, there is a complementary tool called

analytical budget classification.

Strategic Plans:
Strategic plans include medium and long-term objectives, core values and

policies, goals and priorities, and performance indicators of public administrations as

® General budget refers to the budgets of public administrations that are the legal entity of the
government. Special budget is the budget of each public administration which is established as
affiliated or related to a ministry for the performance of a defined public service, to which
revenues are allocated, and which is authorized to spend from such revenues, with the
establishment and operation principles arranged through special law. Regulatory and
supervisory agency budget refers to the budget of each regulatory and supervisory agency,
which is established in the form of board, agency or supreme board by special laws. There are
50 general budget administrations; 127 special budget administrations, 94 of which are
universities and 8 regulatory and supervisory agencies.
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well as the methods followed to achieve those and resource allocation. They define the
current and the desired position of organizations as well as the way to close the gap
between the two. Strategic plans cover five-year-periods in Turkey. The liability of
public administrations to prepare strategic plans is stated in the Article 9 of the PFMC

Law, which came into force on January 2005.

Performance Programs:

Performance programs include (i) performance targets and performance
indicators of a public administration related to the program period, (ii) activities and
projects to be executed, and resource requirement so as to achieve the targets and (iii)
information on the related administration. The public administrations are liable to
prepare performance programs (Article 9 of the PFMC Law). Performance programs
cover three-year-periods and are prepared each year. That is, there is a three-year-
rolling horizon for performance programs. The targets of the first year are definite,

whereas those of the following two years are set as indicators®.

Budgets:
A multi-year budget framework is utilized on the basis of the annual budget

process. Time horizon for budgets is three years. The appropriations of the first year
are become definite by the Central Government Budget Law. The ones of the
following two years are set as indicators by the administrations and not legalized.

The administrations within the general budget prepare expenditure budgets,
and the general revenue budget is prepared by the Ministry of Finance. The other

administrations prepare both revenue and expenditure budgets.

Analytical Budget Classification:

Budgets are prepared according to the analytical budget classification. The
classification of expenditure budgets is based on four categories as institutional,
functional, financing, and economical classification. Details of the coding system are

presented in Appendix B.

® The By-Law on Preparation of Performance Programs was revised in July 2009, by which the
period of performance programs became one year. Details of the regulation are discussed in
Chapter 8.
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Accountability Reports:

Accountability reports present the activity results. They include (i) the
resources used, and the reasons of the deviation arising regarding the budget targets
and realizations, (ii) financial information comprising the information regarding the
activities of associations, institutions and organizations aided through assets and
liabilities, (iii) information on activities and performance information performed as
per strategic plans and performance program, and (iv) the general information on the
related administration. Public administrations and the spending units’ are liable to

issue accountability reports each year (PFMC Law).

5.2.3. Actors of the Performance Budgeting System

Main actors of the performance budgeting system can be classified as
regulatory administrations and implementing administrations. There are two
regulatory administrations; namely, the Undersecretariat of State Planning
Organization (SPO) and the Ministry of Finance (MoF).

The SPO is responsible for long-term development plans, macroeconomic
monitoring and forecasting, and preparation and execution of investment plans.
Moreover, the regulation related to strategic planning is to be determined by the SPO
(PMFC Law). In this context, two documents were prepared by the SPO; the By-Law
on the Procedures and Bases for Strategic Planning, which came into force in May
2006, and the Strategic Planning Guidebook for Public Administrations, which was
published in June 2006 as the second edition.

The MoF has the overall responsibility for fiscal policy. MoF is also
authorized to determine the issues related to performance programming and
budgeting, and accountability reporting by the PFMC Law (2003). In this context,
three documents were prepared by the MoF; the By-Law on the Preparation of
Performance Programs of Public Administrations, which came into force in July 2008;
the Guidebook for Preparation of Performance Programs, which was published in July
20082 and the By-Law on the Preparation of Accountability Reports of Public

Administrations, which came into force in March 2006.

" Departments of administrations that have allocated appropriation within the budget of the
administration and spending authorization are referred as spending units in the Article 3 of the
PFMC Law.
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The term “implementing administration” refers to an administration to be in
charge of performance budgeting. All public administrations covered in the PFMC
Law including the SPO and the MoF are implementing administrations for
performance budgeting. More definitely, they are in charge of development of
strategic plans, performance programs and activity reports as well as preparation of
budgets based on performance budgeting approach.® All administrations under the
central government have their own units, called Strategy Development Units, which
are responsible for coordination and guidance in performance budgeting

implementation.’®

5.2.4. Performance Budgeting Process

Performance budgeting process can be illustrated from the perspective of both
regulatory and implementing sides.

Budgeting process begin with the publication of Medium Term Program and
ends with the publication of the Central Government Budget (CGB) Law in the
Official Gazette. CGB Law “indicates the revenue and expenditure estimations of the
public administrations included in the central government and that grants authority
and permission for their realization and implementation” (PFMC Law). Budgeting
process is shown schematically as a flowchart in Figure 1.

The main documents of the process need some explanation. Medium term
program includes basic macro policies, principles, and economic figures as targets and
indicators in line with the development plans and strategic plans of the institutions and

the requirements of general economic conditions.

® The By-Law on Preparation of Performance Programs and the Guidebook for Preparation of
Performance Programs were revised in July 2009. Details of the regulation are discussed in
Chapter 8.

° There are exceptions related to the principles and procedures for the regulatory and
supervisory agencies.

1% The By-Law on the Working Procedures and Principles of Strategy Development Units was
published in February 2006.
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The details of the performance programming process are illustrated in Figure 2.

Figure 1: Budgeting process



The medium term fiscal plan, as consistent with the medium term program,
includes deficit and borrowing positions targeted, total revenue and expenditure
projections for the following three years and the ceilings of appropriation proposals of
administrations excepting regulatory and supervisory agencies. The appropriations are
legalized by the CGB Law based on the first level of the functional classification and
on the second level of the economical classification. Moreover, the appropriations
based on the first level of the institutional classification are also stated in the CGB
Law. Information about classifications are presented in Appendix B. After approval by
the Assembly, CGB Law is approved by the President of Turkish Republic** and
published in the Official Gazette before the beginning of the fiscal year.

Performance budgeting process from the perspective of the implementing
administrations within the general budget can be summarized in four steps;
preparation of strategic plans, performance programs, budgets, and activity reports.

Performance budgeting process begins with the development of the strategic
plan of the organization. Strategic plans of administrations are sent to the SPO, the
MoF, the Court of Accounts and the Turkish Grand National Assembly. Based on the
elements and their relationships, an influence diagram for strategic planning system is
constructed, which is shown in Figure 20 in Appendix C. Budgeting processes are
held and performance programs are prepared every year based on the strategic plans.

Performance program proposals are prepared in accordance with the strategic
plan under budgetary constraints, which are the budget ceilings determined in the
medium-term fiscal plan. Therefore, performance programming process is executed
hand-in-hand with the preparation of budgets. An influence diagram for performance
programming and budgeting system is constructed, which is shown in Figure 21 in
Appendix C. Performance programs are prepared by both the administrations and their
spending units'?>. The main features of the performance programming process are
constructed in the Guidebook for Preparation of Performance Programs and stated

below. Preparation of performance program proposals is illustrated in Figure 2.

1 The President of Turkish Republic has no vote authority for the Central Government Budget
Law.

2The By-Law on Preparation of Performance Programs was revised in July 2009, by which
the period of performance programs became one year. Details of the regulation are discussed in
Chapter 8.
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Figure 2: Preparation of performance program proposals
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In case of a change in appropriations, public administrations revise their
performance programs accordingly. Since there may be budget change twice, there are
three versions of performance programs; proposal, draft and eventual, as in the budget.
The process for update of performance programs is illustrated in Figure 3. The point to
be satisfied at performance programs is that the resource requirement of an
administration should be equal to the resources available.

Public administrations prepare their proposals for budget revenue and
expenditures in the framework of strategic plans and the principles stated in Budget
Preparation Guide.*® Spending units also prepare departmental budget proposals.
Budgets are prepared in the detail of fourth level of economical classification, in an
electronic form which is called “e-biitge” and runs through internet. Well-reasoned
statements for budget proposals are also denoted in the documents. Performance
programs have an important role in budgeting to enable the link between strategic
plans and budgets.

Accountability reports are prepared and issued each year by the heads of

public administrations *

and heads of the spending units. One copy of the
accountability reports of the administrations within central government are sent to the

MOoF and to the Court of Accounts™

5.2.5. Budget Flexibilities
Appropriations are prepared in the detail of the fourth level of economical
code; yet they are legalized in the detail of the second level. Therefore, public

administrations and spending units have some flexibility on spending.

3 The general budget revenue proposal is prepared by the MoF, and the revenue proposals of
other budgets are prepared by the administrations concerned.

" The head of public administration, as defined in PFMC Law (Article 11) is the
undersecretary in ministries, the highest administrator in other public administrations, the
governor in special provincial administrations and the mayor in municipalities. However, the
Minister is the head of public administration in the Ministry of National Defense.

> Accountability reports of the local governments are sent to the Ministry of Interior and to the
Court of Accounts.
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Moreover, the administrations within central budget have authorization to
transfer from one budget item in the second level of economic classification to another
one, provided that the total budget transferred to an item does not exceed 20% of the
budget of that item . In addition, appropriations can be transferred from one
administration within the central government to another only by law. Unused
appropriations can not be carried over from one year to the following and they are

cancelled at the end of the year.

5.2.6. Detailed Expenditure Programs

After the approval of the CGB Law, the administrations under the general
budget prepare their detailed expenditure programs (DEPSs), which are on monthly-
basis.!” They are then approved by the MoF on quarterly basis and for the second level
of economic classification. *® The appropriations of the administrations are released
guarterly by the MoF based on the approved DEPs. In case of insufficient
appropriations, it is possible to revise quarterly determined appropriations. Public
administrations are not allowed to spend in excess of their appropriations (Article 20
of the PFMC Law)®.

8 The limit for the transfers is 5%, unless a different ratio is defined in the budget law of
related year. This ratio is defined as 20% in the CGB Law of year 2009. Transfers can not be
made from personnel expenditure items, from items to which transfers were made, and from
items to which transfers were made from contingency appropriations.

' DEPs may be based on the second or the fourth level of economic classification. Special
budget agencies and social security institutions also prepare their financing programs.

18 Special budget agencies and social security institutions prepare their detailed expenditure
programs on the basis of the quarterly release rates determined by the MoF.

9 “The authorizing officials who have delivered spending instructions which are against the
budgets, the detailed expenditure programs or release rates or which are in excess of
appropriation amounts stated in appropriation dispatch documents, without causing public loss,
shall be subject to a fine amounting up to two times of the net monthly payment they earn
including all kinds of salary, allowance, increase and compensation.” (Article 70 of the PFMC
Law).
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5.2.7. Internal Control and External Audit

Internal control, which is in the responsibility of the Strategy Development
Units, is a complementary tool for performance budgeting. Internal audit is an
important part of internal control, which is performed by a separate Internal Audit
Unit in administrations.

External audit, which is also a complementary tool, is an ex-post audit
performed by the Turkish Court of Accounts within the framework of the

accountability of administrations under general government.

5.2.8. Review of Performance Budgeting in Turkey

Performance budgeting approach used in Turkey is either presentational or
performance-informed budgeting for accountability purposes. Moreover, both planned
and actual performances are used; the former is stated in the performance programs
and the latter is reported in the accountability reports.

In terms of budgeting types, budget system of Turkey fits to the incremental
budgeting classification. Moreover; from the perspective of budgeting structures, it
can be stated that line-item budgeting is used in Turkey. The expenditure proposals of
the administrations are prepared in line with the analytical budget classification.
Therefore, it is proper to state that functional budgeting is also utilized. Although, use
of program-project based structure is stated in the PFMC Law, program classification
is not utilized.

Medium term program constructs the “medium-term expenditure framework™
(Schic 2002); that is, forecasts for the annual expenditure budget in terms of aggregate
limits are made for each of the next three years. It is revised annually. Moreover, top-
down budget formulation is executed and money is partitioned to public
administrations, which determines the administrative expenditure limits. This
facilitates, when properly done, reallocations in accordance with the strategic priorities
of governments (Schic 2002).

Furthermore; among the performance budgeting models, a model based on
additional performance documents, more specifically, based on strategic plans is used
in Turkey. Formal approach, for which “the MoF requires ministries to present
performance plans and/or performance results along with their spending proposals”
(OECD 2007), is also utilized. Moreover, performance programs and accountability
reports are the elements informing the budget process.

32



Accounting is in accrual basis in Turkey; on the other hand, budgeting in on
cash bases; causing a dual system for budgeting and accounting.

Budgeting process in Turkey is defined as “simultaneously centralized and
fragmented” by Kraan, Bergvall and Hawkesworth (2007) where the former refers to a
strong top-down steering process from the center and the latter refers to the existence
of more than one budget authorities responsible for expenditures in the budget.

Current and capital expenditures are separated; the former is in the

responsibility of the MoF and the latter is in the responsibility of the SPO.
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CHAPTER 6

FRAMEWORK OF THE STUDY

6.1. The Scope and the Aim of the Study

By the enactment of the Public Financial Management and Control Law in
2003, performance budgeting approach was adopted for public budgeting.
Performance budgeting system was completed on July 2008 in terms of its
components. The aim of the study is to assess the current situation of the system, to
determine problems and to propose improvement proposals for the weak areas.

The hypothesis that the performance budgeting system is not running properly
in Turkey is questioned in this study. It is aimed to systematically analyze the
problems faced by the public administrations under general budget related to the
performance budgeting system in Turkey and to propose solutions so as to identify a
proper system.

Another aim is to handle the ambiguity in updating performance programs,
which is the need for a revision in the allocation of budget to activities whenever there
is a change in budget amounts and which is among the problems identified. Use of
multi-criteria and multi-objective decision making techniques is suggested for this
problem. The proposed model was also implemented in a spending unit.

The administrations that are not under general budget are out of the scope of
the study. The reasons of choosing the public administrations under general budget are
that they are the most restricted administrations in terms of budget and that the
proposed system with some relaxation will most probably fit to the other
administrations having additional fiscal resources. Another reason, from the

perspective of public fiscal management and control, is that total budget of the public

34



administrations under general budget constitutes approximately 93.3% of the total

central government budget®.

6.2. Examples of Similar Studies

The country practices hold an important part in the literature for performance
budgeting. Major portion of them are investigated and reported by the OECD. In
addition, Robinson (2002) discussed best practices in performance budgeting in his
paper. Many researchers also handled different cases and practices in their studies
(Friedman 2008, Schic 2008, Diamond 2001).

There are also studies related to performance budgeting system and its
implementation in Turkey. Those formerly done were interested in the conceptual
framework of the system and its implementation in some countries together with a
discussion on its applicability in Turkey (Akkas 2008, Yardimcioglu 2006, Oral
2005). Ozen (2008) analyzed the critical control points in selection of budget system
and factors affecting the effectiveness of the system as well. The recent studies, in
addition to the conceptual framework and country practices, discussed the
implementation of performance budgeting system in Turkey up to some extent
(Uludiiz 2008, Sahin 2007, Tiiziin 2007).

6.3. The Method of the Study

The study was constructed based on the systems thinking approach?; the
current situation of the system was analyzed and problem determination was done.
Then proposals were put forward for the improvement of the current performance

budgeting system.

6.3.1 Analysis of the System
Performance budgeting system in Turkey was analyzed and figured out; flows

charts and influence diagrams were constructed. Afterwards, questionnaires were

% Based on the initial appropriations represented in the Appendix Report of the General
Conformity Report of Year 2008 prepared by the Turkish Court of Accounts.

21 «Systems thinking is an approach for developing models to promote our understanding of
events, patterns of behavior resulting in the events, and even more importantly, the underlying
structure responsible for the patterns of behavior.”
(http://www.systems-thinking.org/index.htm)
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developed and implemented, the regulatory documents related to performance
budgeting were examined in detail and practices of general-budget administrations
were investigated, details of which are stated below. In addition, a set of interviews
was conducted. Furthermore, legislation and related regulatory and administrative
documents were investigated. Using these various qualitative data collection methods
and sources ‘provides stronger substantiation of constructs and hypotheses’
(Eisenhardt 1989, quoted in Andrews 2006). Data gathered by abovementioned tools

are then subjected to analysis.

Questionnaire:

In order to systematically analyze the problems that the administrations face
with in the performance budgeting system, a questionnaire was formed based on the
interrelations between the components of the system and the influence diagrams,
focusing especially on the possible problematic areas®.

The questionnaire was designed for the main instruments of performance
budgeting system; namely, strategic planning, performance programming, budgeting
and accountability reporting. In addition, its design includes questions related to
descriptive information for administrations and four main components of the system;
namely, legislation, methodology, implementation practives, factors and general
comments®,

The research questions that make the base for the questionnaire were whether
the regulation for the performance budgeting system is adequate for administrations,
whether the performance budgeting methodology is appropriate, whether
administrations faced with difficulty in performance budgeting processes and the
factors affecting the processes. In addition, general comments about the system and

possible suggestions for improvement of the system were also questioned.

%2 In the development of the questionnaire, other surveys done in the performance budgeting or
related areas (2008 Local Administrations Performance Based Budgeting Questionnaire,
administered by the MoF; OECD Budget Practices and Procedures Survey 2007; Questionnaire
Administered as part of SDU Support Project coordinated by the Prime Ministry) were also
investigated.

2 The questionnaire has 174 items/sub-questions classified under 20 questions. In addition, a
question is set apart for administrations to express additional comments, if any.
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There are 50 administrations under the general budget, 44 of which are subject
to the performance budgeting legislation. Among them, the target audience of the
questionnaire was 40 administrations, 29 of which performed strategic planning and
performance programming processes, and 11 of which performed/were performing
strategic planning only. The same questionnaire was presented to all administrations
with the relaxation of allowing invalid questions to be left blank.

The full version of the questionnaire is presented in Appendix D, including the
answer codes in brackets. It was first piloted by three personnel, who were working
for the strategy development unit of an administration, yet would not be respondent of
the questionnaire. The questionnaires were then administered in the same form as in
the Appendix in Turkish to the strategy development units of the administrations in a
paper version in the period of 08/05/2009 — 28/09/2009. The respondents were given
as much time as necessary to complete the questionnaires. The questionnaires were
filled by the heads of the SDUs and their personnel working on performance
budgeting systems. Still, only one set of responses was received from each
administration. Therefore, the number of the respondents is equal to the number of
administrations under survey. Among 40 questionnaires, 37 were answered by the

administrations. That is, the response rate is 92.5%.

Analysis of the Questionnaire:

The responses given to the questionnaire were systematically analyzed by
using Statistical Package for the Social Sciences (SPPS) 15.0. The details of the
analysis are explained in Chapter 7. The analysis was used as the main determining
factor of the current situation of the performance budgeting system, which is

explained in Chapter 8.

Interviews:

A set of semi-structured face-to-face interviews (I #1) was conducted with
experts involved in the performance budgeting process in the Strategy Development
Units of seven administrations. The questionnaire mentioned above was the base for
interviews and the content was about the problems faced with in the performance
budgeting system. The opinions obtained were handled as if they were answers to

open-ended questions and patterns and trends were revealed.
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Moreover, a structured interview (I #2) was made in order to reveal the
reasons why the administrations did not or could not developed their strategic plans.
The questions used are presented in Appendix D. The target audience of the interview
was the 4 administrations under the general budget which did or could not develop
strategic plans yet. However, interviews could be conducted with only two of them.
The answers obtained could not be subjected to statistical analysis. Instead, if both
administrations responded in the same or similar way, responses were considered as
meaningful and used as supplementary information in the current situation analysis. In
addition, the opinions stated in addition to the base questions were handled as open-
ended ones and subjected to analysis to examine patterns and trends.

Furthermore, a meeting was held with the experts of the Directorate General
of Economical Models and Strategic Research® of the SPO in order to obtain data for
the regulatory side of strategic planning. In addition, another meeting was held with
the experts of the Directorate General of Budget and Fiscal Control of the MoF related
to the regulatory side of performance programming and budgeting. They were
designed as structured face-to-face interviews where the bases were the questions
presented as 1#3 and 1#4 in Appendix D, respectively. The responses were used as

complementary information in the current situation analysis.

Analysis of Legislation:

The By-Laws and guidebooks of the performance budgeting system of Turkey
were investigated in detail and compared with the suggestions found in the literature
and international best practices in the performance budgeting system. The aim was to
determine the deficiencies of the documents that may insufficiently or improperly
direct the administrations and generate some causes of the problems in the

performance budgeting system in Turkey.

Investigation of Administrative Properties and Practices:

Due to the fact that strategic plans are the basis of the performance budgeting
system in Turkey, published strategic plans of 29 administrations were investigated

from the strategic management perspective®. The aim was to find out whether the

2 Strategic Planning Department of the Directorate General of Economical Models and
Strategic Research is the regulatory department in public strategic planning.
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administrations could follow the principles of strategic management and determine the
elements of strategic plans properly.

In addition, activity reports of six administrations that are to be report
achieved performance compared to targeted performance were also examined in order
to reveal whether proper reporting can be accomplished?®®.

Furthermore, some administrative properties were gathered. The findings of
the investigation were either put into the questionnaire as new variables, which are the
strategic planning group that the administration belongs to, whether it is an affiliated
organization or not, personnel size of the administration and budget size of the
administration, or used as complementary information in the current situation analysis.

Added variables are explained in Appendix E in detail.

6.3.2 System Proposal

Proposals were developed for the problem areas determined by the findings of
the analysis of the system, considering the dependencies and correlations of the
components of the system. Moreover, applications found in the literature were
investigated and inspired. Concurrently with the steps mentioned above, performance
budgeting systems and experiences of Denmark, Sweden, the Netherlands, the United
Kingdom and the United States were investigated. Based on the opinion that a practice
worked well in a country may not meet the needs of and fit to another one, the
findings of this investigation were questioned if they can also be implemented in
Turkey. Therefore, a proper system was aimed to be designed. The proposals are
presented in Chapter 9.

In addition, use of the analytic network process and multi-objective linear
model for resource allocation was proposed for the ambiguity in updating performance
programs, which is the need for a revision in the allocation of budget to activities
whenever there is a change in budget amounts. The proposed model was implemented
in the Strategy Development Department of the Undersecretariat of Treasury. The

model is presented in Chapter 10.

% Strategic plans of 29 administrations have been published, as of 08.12.2009.

% Six administrations had performance programs for the year 2009, according to the strategic
planning calendar. Therefore, only accountability reports of those were investigated.

39



CHAPTER 7

ANALYSIS OF THE QUESTIONNAIRE

The full version of the questionnaire is presented in Appendix D. It includes
20 main questions and related 174 sub-questions, some of which have nominal data
and most of which have ordinal data. Some sub-questions were aggregated under a
different variable to obtain more meaningful interpretations®’. In addition, three
variables were added based on the findings of the investigation of administrative
properties and reports®®.

The questionnaire, with added those new variables, is analyzed using
Statistical Package for the Social Sciences (SPPS) 15.0.

Missing values were neither calculated nor substituted during the analysis.
Before analysis, data preprocessing was applied to check whether data needs to be
corrected.

First, descriptive statistics for all questions were obtained. Then, crosstabs
procedure was implemented to analyze the dependencies between the sub-questions
that were thought to be related.

Afterwards, 13 question groups were formed from 140 sub-questions in the
form of ordinal data, by means of the similar grouping used in the questionnaire form.
Kendall’s Tau-b correlation coefficients were calculated between sub-question pairs
within each question group. Correlations greater than or equal to 0.5 were considered

as meaningful. Thereby, 27 sub-questions were eliminated from further analysis.

%" The variables obtained via aggregation are the personel size of the administration, the level
of participation in its strategic planning team and the level of ownership by the top
management in the team. Details of the variables are explained in Appendix E.

% Variables included in the analysis are the strategic planning group that the administration
belongs to, whether it is an affiliated organization or not and its budget size. Details of the
variables are explained in Appendix E.
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Then, responses to sub-questions were standardized and an average score was
obtained for each administration in each of 13 question groups. As the next step, the
hypothesis that there is a relation between the average scores of administrations was
questioned. Subsequently, the relation between some properties of administrations and
their average scores were examined.

Then, according to their average scores in each question group,
administrations were ranked and split into three groups of equal quantity, considering
the breaking points in the scores. That is; three groups, which will be referred as
administration groups, were formed for each question group®.

They were then used to question the hypotheses that administrations groups
are related with each other and that there is a relation between administrations groups
and administrative factors affecting strategic planning and performance programming
processes.

Finally, the probable common properties within administration groups were
investigated. In order to do so, correlation of some properties of administrations were
calculated separately for each administration group and each question group. Highly
correlated properties or factors were observed and related interpretations were made.

In addition, the responses to the last question in the questionnaire, which is an
open-ended one, were subjected to analysis to examine patterns and trends.

The interpretations and the results obtained are stated in the following

sections.

7.1. Relation between Sub-Questions

The associations between two individual variables (sub-questions) having
nominal or ordinal data were analyzed. To do so; (i) cross-tabulations were
constructed in order to illustrate whether there is a relationship between variables, and
(ii) the null hypothesis that there is no association between two nominal variables was
tested with the chi-square test for association.

Variable combinations were investigated considering the rule that “every cell
should have at least five expected respondents” in the cross-tabulation (Nardi 2006a).

That is why the responses to some sub-questions were aggregated considering the

 That is, one third of the administrations having the lowest scores were put into the first
group; the next one third were put into the second group and the next one third having the
highest scores were put into the third group.
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potential that comparisons may have a relatively small number of responses. For the
effects of the factors on strategic planning and performance programming processes
(Sub-questions under question groups 8 and 10); the responses for very positive and
positive were put into the “enabling” label and the responses for negative and very
negative were put into the “disabling” label. Similarly, for the assessment of
regulations and opinions (Sub-questions under question groups 6, 19 and 20); the
responses for strongly agree and agree were put into the “proponent” label and
disagree and strongly disagree were put into the “opponent” label.

However, even in those cases, the number of cells having expected count less
than 5 is high since the sample size is small. Many results were not interpreted, since
the validity of the results may not be trusted, if more than 20% of the cells have the
expected frequencies of less than 5 (Green et al. 2000). Even so, an adjusted value of
the chi-square statistics, which is referred as Yates corrected chi-square, is used for
2x2 tables. Yet, the null hypothesis can not be rejected; implying that one can not talk
about an association between the investigated variables. Nonetheless, some subjective
interpretation can be represented. The expectations for the investigation and the
findings are expressed below™.

It was expected that whether the top management of an administration
participated in the strategic planning team, which is also referred as the level of
ownership in the team, and the effect of the support of the top management to the
process are related; which refers to analyze the association between questions 24 and
8.A.1. Among 13 administrations that have no ownership in their teams, 11 found the
effect of the support of the top management enabling. Among 13 administrations that
have excellent ownership, 13 found that effect enabling. Therefore, it was concluded
that in order to the effect to be enabling, the top management does not necessary be a
member of the team.

It was expected that the level of participation in the strategic planning teams
and the effect of the participation of the personnel on the process are related; which
refers to analyze the association between questions 23 and 8.A.6. No obvious
relationship could be observed; yet, as the participation level improves, the effect
tends to become more on the enabling side. Only one of 5 administrations that have

average participation found the effect of the participation of the personnel enabling;

%0 The crosstabulations for the sub-question pairs are presented in Tables 53-69 in Appendix F.
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whereas it is enabling for 7 of 11 administrations that have good participation. Among
19 administrations that have excellent participation, 17 evaluated the effect as
enabling.

It was also expected that whether consulting firms or outside consultants
participated in the strategic planning of an administration and the effect of the
consultancy support are related; which refers to analyze the association between
questions 4.9 and 8.C.11. Although 14 administrations do not have any consultants in
their strategic planning teams, 5 of them evaluated the effect of the consultancy
support enabling. For 9 administrations among 11 that have consultants in their teams,
the effect in an enabling one. Therefore, it can be concluded that the consultancy
support does not necessarily be in the form of participation in the team. On the other
hand, if they are participated in the teams, the effect is generally enabling.

It was expected that whether how strategic plans will be linked to the
development plans and programs is clear for the administration and the effect of these
documents are related; which refers to analyze the association between questions
6.A.7 and 8.C.1, 6.A.7 and 8.C.2, and 6.A.7 and 8.C.3. No obvious relationship could
be observed; yet, for the proponents of the openness of the subject, the effects tend to
become more on the enabling side. Among 16 administrations that found how
strategic plans will be linked to the development plans and programs unclear, almost
half of them evaluated the effect of these documents as enabling. Among 18
administrations that found constructing the link clear, development plan and medium
term program have an enabling effect for 16; whereas medium term fiscal plan has an
enabling effect for 14.

Similarly, it was expected that whether how inter-administration relationships
will be considered in strategic planning is clear for the administration and the effect of
these relationships are related; which refers to analyze the association between
questions 6.A.8 and 8.C.4. However, no obvious relationship could be observed.
Among 23 administrations that found how inter-administration relationships will be
considered in strategic planning unclear, 14 found the effect of these relationships
enabling. On the other hand, among 10 administrations that found it clear, 6 evaluated
the effect enabling.

It was expected that the status related to the update of performance programs

are more or less same after the negotiations with the MoF and the SPO and after the
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negotiations held in the Parliament; which refers to analyze the association between
questions 15 and 16. There was only one administration that used different methods.

It was expected that whether data entry to the e-biit¢e system is easy and the
difficulty level of recording data related to strategic plan and performance program to
the system are related; which refers to analyze the association between questions 19.3
and 7.15, and 19.3 and 9.15. However, no obvious relationship could be observed.
Among 6 administrations that found data entry uneasy, 4 performed the entry of
strategic planning data and 2 performed the entry of performance programming data to
the system easily. Among 7 administrations that found data entry easy, 5 entered
strategic planning data and 2 entered performance programming data easily.

It was expected that whether methods that can be used in costing of activities is
adequate and the difficulty level of activity costing are related; which refers to analyze
the association between questions 6.B.5 and 9.10. Among 25 administrations that
found the methods inadequate; 2 performed activity costing easily, 12 did with a bit
difficulty, 8 did with much difficulty and 3 did not performed. Among 4
administrations that found them adequate, 1 did activity costing easily and 3 did with a
bit difficulty. Although proponents of 6.B.5 have relatively low difficulty, no obvious
relationship could be observed.

Similarly, it was expected that whether how costs of activities will be expressed
according to analytical budget classification is clear and the difficulty level of
expressing as such are related; which refers to analyze the association between
questions 6.B.6 and 9.11. Among 7 administrations that found it clear, 3 expressed the
costs according to the classification easily, 3 did with a bit difficulty and 1 did not do
at all. Among 20 administrations that found it unclear; 3 did easily, 6 did with a bit
difficulty, 8 did with much difficulty and 3 did not do at all. Although proponents of
6.B.6 have relatively low difficulty, no obvious relationship could be observed.

It was expected that whether how performance programs will be updated is
clear and the way of update are related; which refers to analyze the association
between questions 6.B.7 and 15°% . However, no obvious relationship could be
observed. Among 14 administrations that found it unclear and that were required to

update their performance programs; 4 updated both resource requirements and targets,

%! The relationship between sub-questions 6.B.7 and 16 can also be investigated. Yet, it was not
needed since sub-questions 15 and 16 have similar patterns.
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4 updated only resource requirements and 1 did not update any data. Among 9
administrations that found it clear and that were required to update their performance
programs; 1 updated both resource requirements and targets, whereas 3 updated only
resource requirements.

It was expected that the difficulty level of expressing costs of activities
according to analytical budget classification and the opinion that the classification
should be changed are related, which refers to analyze the association between sub-
question 9.11 and 20.11. Among 5 administrations that expressed the costs easily, 2
were the proponents of the opinion. 4 of 7 administrations that did the task with a bit
difficulty supported the opinion. Among 9 administrations that found the task very
difficult to be performed, 7 acceded to the opinion. Although the ones having
relatively much more difficulty tend to be proponents of the change, no obvious
relationship could be observed.

It was expected that whether how strategic plans and performance programs are
linked is clear and the difficulty level of prioritizing the objectives in the strategic plan
are related, which refers to analyze the association between sub-question 6.A.10 and
9.1. Among 13 administrations that found it unclear; 2 did prioritization easily, 5 did
with a bit difficulty and 6 did with much difficulty. Among 15 administrations that
found it clear; 6 did prioritization easily, 8 did with a bit difficulty and 1 did with
much difficulty. Although the ones found it clear tend to have relatively low difficulty,
no obvious relationship could be observed.

It was expected that whether the information given in the Guidebook for
Strategic Planning is adequate for an administration and the effect of the Guidebook
on the process are related, which refers to analyze the association between sub-
question 6.A.4 and 8.C.6. However, no obvious relationship could be observed.
Among 23 administrations that found it adequate, 21 found its effect enabling. On the
other hand, among 13 administrations that found it inadequate, 9 evaluated the effect

enabling.

7.2.  Question Groups Constructed from Individual Sub-Questions
In order to obtain general evaluation for subject headings based on
administrations, 13 question groups were formed from 140 sub-questions having
ordinal data. These question groups are also the ones used in the questionnaire form
and related to regulation for strategic planning, performance programming and
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accountability reporting (questions 6.A, 6.B, 6.C); difficulty level of strategic planning
and performance programming processes (questions 7, 9); administrative, SDU-
related and external factors affecting the processes (questions 8.A, 8.B, 8.C, 10.A,
10.B, 10.C); degree of consideration of performance budgeting documents in budget

negotiations (question 14) and e-biitce system (question 19)%.

7.3. Relation between Ordinal Sub-Questions under a Question Group

In order to measure the strength of association between sub-questions that have
ordinal data, Kendall’s Tau-b correlation coefficient was selected to be used.

Correlation coefficients are calculated between sub-question pairs within each
question group. That is, 13 correlation matrices were constructed. Correlation
coefficients greater than or equal to 0.7 were evaluated as meaningful.* Significant
correlation coefficients and related interpretations are shown in Table 2.

In order to prevent bias that can be caused by strong correlations within the
guestion groups, it was decided to use only one of the highly correlated sub-questions

and hence, 27 sub-questions were eliminated from further analysis.

7.4. Average Scores for Question Groups
First of all, response of each administration for each remaining sub-question is

standardized via the following formula:

StdR | = (ei'j — Mean; }Sthevj Vi (7.1)

where StdR ;; is the standardized response of administration i in sub-question j, R j; is
the response of administration i in sub-question j, Mean; is the average of all responses
given to sub-question j and StdDev; is the standard deviation of sub-question j.
Afterwards, a score is calculated for each administration and each question
group. In doing so, the weight of the sub-questions within a question group is assumed

to be equal, since their relative importance can not be estimated.

*2 The sub-questions under question 20 were not grouped, since they include general
assessment in almost all aspects of the performance budgeting system.

% Since it is not proper to use the square of the Kendall’s Tau-b correlation coefficient, values
of correlation coefficients are interpreted.
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That is, it is calculated by averaging the standardized responses of the

administration in the sub-questions of the question group.

Sim =ZSthi’j +n v im (7.2)
]

where S; ., is the score of administration i in question group m, and n is the number of

sub-questions in the question group m.

7.5. Relation between Average Scores in Question Groups

The hypothesis that average scores of administrations are related with each
other was questioned. Since the data is continuous and normally distributed, the
Pearson correlation coefficient was used. The correlation matrix is shown in Table 70
in Appendix F.

There is 0.792 correlation between the scores on the effects of factors related
to Strategy Development Units on strategic planning process (Score 8.B) and those on
performance programming process (Score 10.B). It can be stated that those factors
affect strategic planning and performance programming processes in a similar way.

Similarly, there is 0.706 correlation between the scores on the effects of
external factors on strategic planning process (Score 8.C) and those on performance
programming process (Score 10.C). It can be stated that external factors affect
strategic planning and performance programming in a more or less similar way.

No other significant association was observed.

7.6. Relation between Administrative Properties and Average Scores in
Question Groups

The hypothesis that some properties of administrations and their average
scores in question groups are related was questioned. The properties considered were
the strategic planning period of administrations, whether it is an affiliated
administration or not, whether it has a provincial organization or not, the number of its
personnel, the amount of its budget, the level of participation and ownership provided
in its strategic planning team and whether consultants or consulting firms participated
in its strategic planning team. However, no evidence was found about that any factor
is dissimilar among scores of administrations (Table 3). For that reason, no statistical

test was applied.
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Therefore, it was concluded that the abovementioned properties of
administrations do not affect the level of adequacy of regulations assessed by
administrations, the level of difficulty in processes and the factors affecting processes;
that is, they are not dependent on those administrative factors. Therefore,
administrations could not be grouped based on some administrative properties.

Instead, they are grouped according to their average scores in each question
group. Administrations were ranked and split into three groups, which will be referred
as administration groups. In doing so, the cut-off points in the scores were considered
and it was tried to put almost equal quantity of administrations into each group.

Thereby, almost one third of the administrations having the lowest scores were
put into group 1; the next one third, approximately, were put into group 2 and the last
one third, approximately, having the highest scores were put into group 3. Grouping
for question group 6.A is shown in Figure 4 as an example.

The properties of the groups are shown in Table 4. The status of

administrations with respect to question groups is illustrated in Table 5.
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Figure 4: An example for administrative groups
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Question
Administration

Table 4:

Y—
o
—
(5]

Q
IS
>

e

Administrations

Properties of the administration groups

Interpretation
(Administrations in this group ... )

1 11 ... find strategic planning regulation relatively inadequate.
6A 2 14 ... find strategic planning regulation average.
3 12 ... find strategic planning regulation relatively adequate.
1 14 = find performance programming regulation relatively
inadequate.
6B 2 10 ... find performance programming regulation average.
3 12 ... find performance programming regulation relatively
adequate.
1 10 - find accountability reporting regulation relatively
inadequate.
6C 2 10 ... find accountability reporting regulation average.
3 16 ... find accountability reporting regulation relatively
adequate.
1 12 ... find strategic planning process relatively easy.
7 2 11 ... find strategic planning process slightly hard.
3 13 ... find strategic planning process relatively hard.
1 12 ﬁnd_ admini_strative factors relatively disabling for
strategic planning process.
... find administrative factors in-between disabling and
8A 2 12 - . .
enabling for strategic planning process.
3 13 ﬁnd_ admini_strative factors relatively enabling for
strategic plannlng Process.
1 12 ﬁn.d SDU-related factors relatively disabling for strategic
planning process.
... find SDU-related factors in-between disabling and
8B 2 10 . - .
enabling for strategic planning process.
3 15 ﬁn_d SDU-related factors relatively enabling for strategic
planning process.
1 13 ﬁn_d external factors relatively disabling for strategic
planning process.
... find external factors in-between disabling and enabling
8C 2 11 - .
for strategic planning process.
3 12 ﬁn_d external factors relatively enabling for strategic
planning process.
1 10 ... find performance programming process relatively easy.
9 2 8 ... find performance programming process slightly hard.
3 11 ... find performance programming process relatively hard.
1 9 ... find administrative factors relatively disabling for
performance programming process.
... find administrative factors in-between disabling and
10A 2 10 . .
enabling for performance programming process.
3 10 ... find administrative fgctors relatively enabling for
performance programming process.
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Table 4 (Continued)

Interpretation

(Administrations in this group ... )

Question
Administration

Number of
Administrations

... find SDU-related factors relatively disabling for

. 9 performance programming process.
... find SDU-related factors in-between disabling and
10B 2 11 . ;
enabling for performance programming process.
3 9 ... find SDU-related factors relatively enabling for
performance programming process.
1 9 ... find external factors relatively disabling for performance
programming process.
10C 2 10 ... find external factors in-between disabling and enabling
for performance programming process.
3 10 ... find external factors relatively enabling for performance
programming process.
... think that their performance budgeting documents have
1 13 . . o7
relatively no effect in budget negotiations.
14 5 6 ... think that their performance budgeting documents have a
little effect in budget negotiations.
... think that their performance budgeting documents have
3 7 - . >~
an important effect in budget negotiations.
1 8 ... find e-biitge system relatively inadequate.
19 2 8 ... find e-biitce system average.
3 7 ... find e-biitce system relatively adequate.

7.7. Response Pattern within Administrative Groups

It was hypothesized that administrations in the same group of a question group
would have similar scores in another question group. The correlation matrix is
presented in Table 71 in Appendix F. However, only significant correlation was
observed between administration groups of question group 8.B and those of 10.B,
which is 0.75. Hence, it can be stated that the effect of SDU-related factors are similar
for strategic planning and performance programming processes. Other correlations
between administration groups were so low that they revealed no significant

relationship.
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Table 5: Status of the administrations with respect to question groups

Question Group

6A 6B 6C 7 B8A 8B 8C 9 10A 10B 10C 14 19

Administration
Code

o
[ i
L

: -EEEE##—E

20
21 o
22

23 - -

24

25

26 o
27 - -

28

29
30

31
33

34

35 \------_\--\

36

37
“ The administrations having red cells are in group 3 with respect to questions 7 and 9, and in group 1
with respect to other questions. The ones having grey cells are in group 2 with respect to all questions.
The ones having green cells are in group 1 with respect to questions 7 and 9, and in group 3 with
respect to other questions. The dots imply that the score and consequently the group of the
administration could not be determined due to missing responses.
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7.8. Relation between Administration Groups and Administrative Properties

The association between the administrations groups and administrative factors
affecting strategic planning and performance programming processes, was questioned.
More specifically, relationship of administrations groups 6.A, 7 and 19 with sub-
questions under 8.A and 8.B, and relationship of administrations groups 6.B, 9 and 19
with sub-questions under 10.A and 10.B were investigated. Yet, no meaningful
relationship could be obtained from analysis summarized in Tables 6 and 7,

respectively.

Table 6: Relationship of administrations groups 6.A, 7 and 19 with sub-questions
under 8.A and 8.B

Sub- Administration Group in Question Group ... ‘

question 6A 19 \
Q8.A.1 0.017 -0.077 0.311
Q8.A.2 0.120 -0.110 0.014
Q8.A3 0.012 -0.187 0.349
Q8.A4 0.010 -0.218 0.258
Q8.A5 0.091 -0.267 0.268
Q8.A.6 0.077 -0.342 0.393
Q8.A.7 0.069 -0.500 0.212
Q8.A8 0.098 -0.437 0.000
Q8.A9 0.218 -0.464 0.088
Q8.A.10 0.218 -0.450 -0.116
Q8.B.1 0.155 0.010 0.374
Q8.B.2 0.184 -0.068 0.149
Q8.B.3 0.078 -0.026 0.254
Q8.B.4 0.377 -0.171 0.272

Sub- Administration Group in Question Group ...
question 6B 9 19
Q10.A1 0.107 -0.391 0.305
Q10.A.2 -0.102 -0.207 -0.281
Q10.A.3 -0.094 -0.205 0.214
Q10.A4 -0.122 -0.194 0.098

Table 7: Relationship of administrations groups 6.B, 9 and 19 with sub-questions
under 10.A and 10.B
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Table 7 (continued)

Sub- Administration Group in Question Group ...
question 6B 19

Q10.A5 0.152 0.132 0.318
Q10.A.6 0.138 -0.310 0.484
Q10.A.7 -0.033 -0.270 0.240
Q10.A.8 -0.026 -0.092 0.338
Q10.A.9 0.069 -0.450 -0.038
Q10.A.10 0.288 -0.394 0.096
Q10.A.11 0.321 -0.022 -0.027
Q10.B.1 0.130 -0.160 0.105
Q10.B.2 0.186 -0.074 0.177
Q10.B.3 0.022 -0.025 0.000
Q10.B4 0.163 -0.087 0.402

7.9. Correlation of Administrative Properties within Question Groups

The probable common properties within administration groups were
investigated. In order to do so, correlation of some properties of administrations were
calculated separately for each administration group and each question group.
Considering that some comparisons may possibly have a relatively small number of
answers, aggregated responses to the sub-questions were used to perform the analysis,
the findings of which are explained in the following sections®. The significant

correlations are presented in Table 8.

Administration Group 1 of Question Group 6.A:

The administrations in the group 1 in 6.A, the ones find strategic planning

regulation relatively inadequate, have some significant properties.

% For the effects of the factors on strategic planning and performance programming processes
(Sub-questions under question groups 8 and 10); the responses for very positive and positive
were put into the “enabling” label and the responses for negative and very negative were put
into the “disabling” label. Similarly, for the assessment of regulations and opinions (Sub-
questions under question groups 6, 19 and 20); the responses for strongly agree and agree were
put into the “proponent” label and disagree and strongly disagree were put into the “opponent”
label.
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For almost all the administrations in the group (for 80%), the knowledge of the
strategic planning team related to strategic planning process and the number of
personnel in the team both have enabling effects.

For 50% of those administrations, the number of the personnel and
organizational structure of the SDU on strategic planning process both are disabling
factors; whereas for 30% of them, they are both enabling ones.

Another common property is that the effects of the development plan and the
medium term fiscal plan on strategic planning process are the same; that is both are
enabling (for 50%), both are disabling (12.5%) or both are ineffective (37.5%).

Administration Group 2 of Question Group 6.A:

The administrations in the group 2 in 6.A, the ones find strategic planning
regulation relatively average in terms of adequacy, have the following significant
property: For 50% of those administrations, the evaluations done by SPO and the MoF
are both not sufficient for determining the quality of their strategic plan and

performance program, respectively; whereas for 30%, they are both sufficient.

Administration Group 3 of Question Group 6.A:

The administrations in the group 3 in 6.A, the ones find strategic planning
regulation relatively adequate, have the following significant properties.

For approximately 85% the administrations in the group, the knowledge of the
strategic planning team related to strategic planning process and participation of the
personnel of the organization to the process both have enabling effects. Similarly,
more than 92% of them find the effects of both the support and the qualifications of
top management on strategic planning process enabling.

In addition, participation level in the strategic planning team and participation
of the personnel of the organization to the process are strongly related. For almost all
administrations provided good or excellent participation in strategic planning teams,
the mentioned factor has an enabling effect. On the other hand, the ones having poor
or average participation in the teams could not talk about an enabling effect.
Therefore, it can be stated that participation of the personnel of the organization to the
process is almost always provided by their involvement in strategic planning teams in

this group.
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For approximately 67% of those administrations, the evaluations done by SPO
and the MoF are both not sufficient for determining the quality of their strategic plan

and performance program, respectively.

Administration Group 1 of Question Group 6.B:

The administrations in the group 1 in 6.A, the ones find performance
programming regulation relatively inadequate, have the following significant property:
For 60% of the administrations in the group, the effects of the development plan and
the medium term program on performance programming process are both enabling;

whereas they are disabling for 30%.

Administration Group 2 of Question Group 6.A:

The administrations in the group 2 in 6.A, the ones find performance
programming regulation relatively average in terms of adequacy, have the following
significant property: For 62.5% of those administrations, the evaluations done by SPO
and the MoF are both not sufficient for determining the quality of their strategic plan

and performance program, respectively; whereas for 25%, they are both sufficient.

Administration Group 3 of Question Group 6.B:

The administrations in the group 3 in 6.A, the ones find performance

programming regulation relatively adequate, have no common significant property.

Administration Group 1 of Question Group 7:

The administrations in the group 1 in 7, the ones find strategic planning process
relatively easy, have the following significant properties. For almost all of them, the
effects of the participation of the personnel of the organization to the strategic
planning process and appropriateness of the corporate culture for strategic planning
are both enabling. In addition, more than half of them found the evaluation done by
SPO and the MoF sufficient for determining the quality of their strategic plan and

performance program.

Administration Group 2 of Question Group 7:

The administrations in the group 2 in 7, the ones find strategic planning process

relatively slightly difficult, have the following significant properties.
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For approximately 82% of them, both preparation process for strategic planning
is comprehensive enough to ensure the success of their strategic planning studies and
strategic planning process is appropriate.

Similarly, the effects of the support of top management and the number of
personnel in their strategic planning team are both enabling for strategic planning
process of 82% of them. The same is true for the effects of the support of top

management and political ownership.

Administration Group 3 of Question Group 7:

The administrations in the group 3 in 7, the ones find strategic planning process
relatively harder, have the following significant property: Participation level in the
strategic planning team and participation of the personnel of the organization to the

process are both enabling factors for 50% of them.

Administration Group 1 of Question Group 9:

The administrations in the group 1 in 9, the ones find performance
programming process relatively easy, have the following significant properties.

For 80% of them, the effects of the qualifications and the knowledge of the
study team of the organization related to performance programming process are both
enabling. On the other hand, for more than half of them, the effects of (the absence of)
cost accounting and the absence of a classification for programs in the analytical
budget classification are both disabling.

For half of them, the effects of the Guidebook for Preparation of Performance
Programs, the events organized by the MoF and the feedback given by the MoF
related to the performance program are all enabling.

On the other hand, 67% of them found the evaluation done by SPO and the
MoF insufficient for determining the quality of their strategic plan and performance

program.

Administration Group 2 of Question Group 9:

The administrations in the group 2 in 9, the ones find performance

programming process relatively hard, have the following significant properties.
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For half of them, the effects of the medium term program and medium term
fiscal plan on performance programming process are both enabling; whereas they as
disabling factors for 37.5%.

On the other hand, the effects of the events organized by the MoF, the feedback
given by the MoF related to the performance program and counseling support received
from the MoF tend to move together and to be equally distributed between
alternatives. That is, they are both enabling for 33.3% of them, both disabling for other

33.3% and both are ineffective in the rest.

Administration Group 3 of Question Group 9:

The administrations in the group 3 in 9, the ones find performance
programming process relatively harder, have the following significant properties.

For 62.5% of them, the effects of the qualifications and the knowledge of the
study team of the organization related to performance programming process are
enabling.

For almost all of them, the effects of the development plan and the medium
term program on performance programming process are both enabling.

On the other hand, the evaluations done by SPO and the MoF are both
insufficient for determining the quality of strategic plan and performance program of

almost all of them.

7.10. Analysis of Open-Ended Questions

Question 21 in the questionnaire is set apart for administrations to express
additional comments, if any. In addition, information obtained via interviews
conducted with seven Strategy Development Units and with two administrations
having incomplete strategic plans is also included in this analysis. In total, 23
administrations denoted their opinions, which were subjected to analysis to examine
patterns and trends®,

The most frequently stated comments are that consultancy and guidance
provided by the SPO and the MoF are inadequate (by 8 and 10 administrations,
respectively). Approximately one-fourth of the respondents spoke about the fact that

performance programs do not direct budgets; instead budgets determine performance

% More than one-third of respondents explained how they filled the questionnaire or why they
did not answer some.
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programs; which implies unrealistic programming and budgeting. That the support of
top management of administrations is important in performance budgeting is also
often expressed. Moreover, the ambiguity in methodology related to some steps of
performance programming, the weakness of the coordination between the SPO and the
MoF, and the difficulty in alignment of spending units to the process are also stated by
some participants. A few respondents commented on the weakly mentioned link
between strategic plans and performance programs in regulations, the importance of
human resources management for performance budgeting, the need for organizational
change in SDUs, for sanctions in the system and for an updated Law on TCA, the

inappropriate timeliness of DEPs and the insufficiency in technological infrastructure.
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CHAPTER 8

ANALYSIS OF THE PERFORMANCE BUDGETING SYSTEM IN TURKEY

Current situation of the performance budgeting system in Turkey is analyzed
in this part. It is designed in such a way that the theoretical background is explained in
the first part of each section following by the related regulations in Turkey, where
available. Afterwards, situation is described based on the analysis of the
questionnaires, investigation of the regulatory documents related to the performance
budgeting system and investigation of administrative practices.*

Current situation of the performance budgeting system in Turkey can be
investigated and described under the following areas: (i) legislation, (ii) methodology,
(iii) coordination, (iv) consultancy, (v) ownership, (vi) implementation and (vii)
administrative factors. Another area classification can be made in terms of the tools
used in the performance budgeting system; namely, (i) strategic plans, (ii)
performance programs, (iii) budgets, (iv) activity reports and (v) other tools. Hence,
the situation is presented under cross-classifications, if possible.

The chapter is concluded by a problem definition for the performance

budgeting system.

8.1. General Assessment

Andrews (2006) made an assessment of progress in performance based reform
in some countries and some US states by means of “dimensions reflecting those used
by the Government Performance Project in assessing ‘Managing for Results’
capacities in US states (Maxwell, 2003)”. Dimensions he used are (i) existence of
performance-based plans, (ii) existence of performance informed budgets, (iii)

evidence of performance monitoring and reporting and (iv) evidence that performance

% The references to the questionnaire and interviews are stated in parenthesis, where necessary.
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information is used to make allocation and managerial decisions and for budgetary
oversight. He made evaluations using a 3-level scale consisting of high progress (H),
modest progress (M) or low progress (L).

Similar assessment was made in this study for the progress in performance
based reform in Turkey. Since the reform is relatively new and some administrations
are at the very beginning of the process, the assessment was made considering the
administrations that are fully integrated into the process. Moreover, the findings of the
questionnaire and interview 1#3 and ‘Public Financial Management Performance
Benchmarking Study’ (World Bank 2009) were used, when necessary. Level of
progress for each dimension and explanations are shown in Table 9. Therefore, it can

be stated that the level of progress is, at best, modest in Turkey.

8.2. Legislation

Analysis for the legislation on performance budgeting in Turkey essentially
includes assessment of the By-Laws on the performance budgeting tools. In addition,
the Law on Civil Servants and the Law on the Turkish Court of Accounts were also
studied considering their complementary role in the system.

8.2.1. Legislation Related to Strategic Plans
The By-Law on the Procedures and Bases for Strategic Planning is assessed in

this part.

Description of Strategic Planning:

The description of strategic planning given in the By-Law is clear and
understandable for 86.5% of the respondents of the questionnaire (Question 6.A.1) %,

which implies a good starting point for the process.

Strategic Planning Calendar:

Strategic planning calendar for administrations that specifies the due date for
the publication of strategic plans were prepared based on the information obtained by

the Strategic Management Survey *® (Question 7 of 1#3).

3" Respondents of the questionnaire will be referred as “participants” or “administrations” in
this chapter. In addition, the references given in paranthesis is, by default, for the questionnaire.
If they are for the questions used in the interviews, it is explicitly stated.

67



Table 9: Assessment of performance-based reform progress in Turkey

. Progress Explanations
Dimension in

Dimension | Regulated Case Actual Case

23 administrations have
performance programs
(performance-based plans)
that are linked to budgets. Yet,
there are difficulties making

23 general budget
administrations are
required to publish

Existence of performance programs.” performance programs results-

performance- M based and thereare

based plans differences in the quality of

programs.

The other administrations | Not all of the administrations
are required to submit submitted their performance
their proposals and drafts | program proposals to the MoF
together with budgets. together with their budgets.
Administrations are Accountability reports related
required to monitor to the first performance

performance against goals | programs could only be
and targets specified in prepared by 6

E:r's;?ﬁ;n?; their performance _ administratiorjs.** o

monitoring and M programs and report on it Performance_mformatl_on is

reporting in their accountability successfully included in these
reports. reports.

Performance of
administrations can not be
audited by TCA vyet.

Performance audits should
be performed by the TCA.

Existence of Accountability reports Accogntability reports are
performance . should be submitted to the submlt_ted to the related
informed M MoF, the SPO and the admlnlst_ratlons.; yet, they are
b TGNA for budget not considered in budget

udgets e L

negotiations. negotiations.

Evidence that Performance programs
performance should be considered in
information is the budget negotiations Performance information is
used to make held in the MoF and the not used for budget
allocation and L SPO. Accountability allocations. There is no
managerial reports should be evidence whether it is used for
decisions and considered by the managerial decisions.
for budgetary commissions of the
oversight TGNA.

"~ As of December 2009, according to the strategic planning calendar specified in the By-Law on the
Procedures and Bases for Strategic Planning.

™ The reason is that performance programs of other 17 administrations are for the year 2009 and
accountability reports for 2009 are not published yet.

" It may not be right to assess the progress in this dimension since it is relatively new. Yet, if it is
assessed, the progress should be denoted as ‘modest’.

% Strategic Management Survey, which was done in 2006 by the SPO, is available in the web
site: http://www.sp.gov.tr/belgeler.html
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Start date to strategic planning; that is the calendar, is appropriate for 91.9%
of participants (Question 6.A.2). Besides, approximately 50% of administrations sent
their strategic plan to the SPO in time (Question 1 of I#3). However, both
administrations under I#2 interview expressed the inappropriateness of the calendar as
one of the strongest negative factors for strategic planning (Question 6.C.3 of 1#2).
Nonetheless, it can be stated that classification of administrations for incremental

implementation of strategic planning is proper and well-designed.

Strategic Planning Basics:

Preparation process for strategic planning described in the By-Law is
comprehensive enough to ensure the success of strategic planning studies of 86.5% of
participants (Question 6.A.3). However, both administrations under 1#2 interview did
not endorse this statement (Question 6.C.4 of 1#2).

Strategic planning process described has some deficiencies compared to the
generally excepted principles and approaches in the literature, which may disable the
proper preparation of strategic plans.

It is stated in the By-Law that strategic plans of administrations are prepared
consistent with the development plan, medium term program and other related
national, regional and sector-specific plan and programs. That is, top-down planning
approach is envisaged. However, it is thought by 50% of the participants that how the
strategic plans will be linked to the development plan and programs has not been
clearly stated in the By-Law (Question 6.A.7), which is relatively high. This shortage
includes the risk of the development of plans that are disconnected to higher level
policies and programs.

Moreover, it is stated that interaction of administrations should be considered
in the preparation of strategic plans. However, it is not clearly stated that the
administrations should investigate the strategic plans or further planning documents of
other administrations, especially the ones having the similar activities and
responsibilities. Indeed, 69.4% of the participants think that how inter-administrative
interactions will be considered in the preparation of strategic plans has not been
clearly stated in the By-Law (Question 6.A.8), which is unexpectedly high. This
deficiency includes the risk of the development of almost same plans as well as

coincident and even adverse ones.
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In addition, there is no common thought that relation of strategic plans to
performance programs has been clearly stated in the By-Law (Question 6.A.10). This
may disable administrations to consider performance programming element of the

system while developing strategic plans.

Evaluation of Strategic Plans:

It is stated in the By-Law that the strategic plans are evaluated by the SPO in
terms of (i) the conformance to the development plans, program and other related
documents, (ii) the conformance to the procedures and bases stated in the related
regulations, especially in the By-Law, (iii) conceptual consistency within the
components of the strategic plans; namely, mission, vision, objectives and targets, and
(iv) the consistency with the strategic plans of the other administrations. In this
context, a set of questions were prepared by the SPO for the evaluation of strategic
plans, details of which will be handled in the part for “Methodology Related to
Strategic Plans”. However, 50% of the participants think that the points related to how
strategic plans will be assessed by the SPO are not clear (Question 6.A.6), which can
be seen as a problem from the perspective of transparency.

Despite the abovementioned evaluations of the By-Law, it should be stated
that it is evaluated as an enabling factor for strategic planning process by 82.8% of
participants (Question 8.C.5). However, the By-Law had no effect on the strategic
planning process carried out by 14.3% and a negative effect on that of 2.9% (Question
8.C.5), which are important indicators for the regulation quality of the By-Law. In
addition, both administrations under I#2 interview stated the inadequacy of the By-

Law as an important reason for incomplete plans (Question 6.C.1 of I#2).

8.2.2. Legislation Related to Performance Programs
The By-Law on the Preparation of Performance Programs of Public

Administrations is assessed in this part.

Revision of the By-Law on the Preparation of Performance Programs:

The By-Law on the Preparation of Performance Programs of Public
Administrations (first version) was published in the Official Gazette in July 2008.
However, it was revised only after a year by the related amendment By-Law, which

was published in the Official Gazette in July 2009 and the second version is obtained.
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Main differences between the first and the second versions of the By-Law are

summarized in Table 10. ¥

Table 10: Main differences between the first and the second versions of the By-
Law on the Preparation of Performance Programs of Public Administrations

Area considered Statement / regulation in the = Statement / regulation in the

first version of the By-Law second version of the By-Law
Budget year and the following
two years

Program period Budget year (one year)

Departmental There is no statement related to

performance programs D'PPS. are prepared by each D-PPs. That is, spending units
spending unit

(D-PP) are not liable to prepare D-PPs.
Definitions Ir_lcludes_ac_tlwty and project :I'he_re_ls’a definition for only
differentiation activity

Submission date of
performance programs The 15" of February The 15" of March
to the MoF and the SPO

From the perspective of performance based budgeting tried to be implemented
in Turkey, budgets should be prepared in line with performance programs. In the new
system, since performance programs are prepared covering one year, only the resource
requirement and appropriations of the budget year can be determined according to
performance programs, if possible. The budgets of the remaining two years are to be
forecasted by other methods and most probably ignoring the relation to performance
programs. That is, the medium-term approach may apply neither to financial aspect of
budget preparation nor to a performance aspect. Therefore, the regulation that makes
performance programs cover only the budget year can be said to be abhorrent to the
multi-year budgeting approach. Furthermore, 78.6% of administrations can or do not
already make realistic estimates for their administrative budget appropriations for the
next 2 years in the framework of the multi-year budgeting approach (Question 20.18).

Hence, the second version can not enable the situation to be better.

% Both the first and the second versions of the By-Law have similar regulations in many
aspects. Therefore, the questions covered in the questionnaire and their interpretations are still
valid. On the other hand, revised regulations are also evaluated from the perspective of whether
they provide solutions to the problems or not.
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Description of Performance Programming:

The description of performance program given in the By-Law is clear and
understandable to 66.7% of participants (Question 6.B.1). Yet; that the definition is

unclear for one-third should not be disregarded.

Performance Programming Basics:

Only 52.8% of participants think that how strategic plans and performance
programs will be linked has been clearly stated in the By-Law (Question 6.B.2). This
includes the possibility of the development of programs that are not properly and
perfectly connected to strategic plans.

Moreover, appropriations are allocated quarterly by the MoF. However, there
is neither a suggestion nor arrangement to take this practice into consideration in the

performance planning process or vice versa.

Evaluation of Performance Programs:

It is stated in the By-Law that performance programs are evaluated by the
MoF in terms of the standards as well as procedures and the bases. In this context, the
MoF developed an evaluation list. However, dissimilar to the evaluation process for
strategic plans, the questions for assessment of performance programs are not
published®. Yet; lack of transparency in this context may imply a lack of a possible
guidance for administrations in performance programming process.

Additionally, it is stated in the same regulation that performance programs are
evaluated in the budget negotiations held with the MoF and the SPO. However, the
level of consideration is not expressed explicitly, which may prevent performance
budgeting system being fully anticipated by administrations.

Another important point is that the By-Law is evaluated as a positive factor
for performance programming process only by 48.2% of participants. It had no effect
on the process carried out by 24.1% and a negative effect on that of 27.7%, which are

significant indicators for the regulation quality of the By-Law (Question 10.C.4)*.

“0 The list could not be obtained from the MoF either. Therefore, no related question could be
put in the questionnaire.

“!n fact, based on the correlations it can be stated that the effects of the By-Law and the
Guidebook on performance programming process tend to move together.
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8.2.3. Legislation Related to Budgets

The public budgeting process, more definitely the preparation and approval
process of central government budget law, is defined in the PFMC Law. The
assessment of the whole budgeting process is beyond the scope of this study.
However, general evaluations are presented considering the relationship between

budgets and performance programs.

Budget Calendar:

According to the budget schedule specified in the PFMC Law, administrations
are given a month of period July 1 — July 31 to prepare their budget proposals
(provided that the budget documents are published on time). However, publication
dates of budget documents, shown in Table 11, reveal that there are deviations in some
parts of the formal budget calendar. Year 2009 may be considered as an exception.
Nonetheless, administrations generally have a limited time, less than a month, to
prepare proposals.

In this context, it is important to specify publication dates of the By-Law on
the Preparation of Performance Programs of Public Administrations and the
Guidebook for Preparation of Performance Programs. As can be seen in Table 11, in
2008, the By-Law was presented after the publication of Medium Term Fiscal Plan
and Budget Call. It is even after the formal submission date of budget proposals and
during the actual administrative budget preparation process. On the other hand, the
Guidebook was made public before the By-Law. Yet, it can be posited that there was
limited time for administrations to investigate and understand the regulation and to put
it into practice. However, the effect of this case on the performance programming

process of administrations is not apparent.

Budget Preparation Process:

Budget proposals of administrations are prepared and sent to the MoF.
Investment budgets, on the other hand, are prepared separately from the other budget
items and also sent to the SPO for revision. This twofold structure disables well-
organized resource allocation since “it does not encourage line ministries to make
trade-offs between recurrent spending and investment and to review the recurrent
costs of investment projects” (SIGMA 2008).
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Table 11: Publication dates of some budget documents

Publication Date in the Official Gazette

Budget Document Budget

, 2006 2007 2008 2009
Calendar

Medium Term End May | 13.06.2006 | 21.06.2007 | 28.06.2008 | 16.09.2009
Program

ng'“mTerm Fiscal | 5106 15 15.07.2006 | 03.07.2007 | 08.07.2008 | 18.09.2009

Budget Call and
Budget Preparation End June 15.07.2006 | 03.07.2007 | 08.07.2008 | 18.09.2009
Guide
Investment Call and o

Investment Program | £ 5106 20.07.2006 | 05.07.2007 | 16.07.2008 | 18.09.2009
Preparation Guide

By-Law on the
Preparation of

Performance Programs - - - 05.08.2008 | 15.07.2009
of Public

Administrations

Guidebook for —
Preparation of ) ; ; 17.07.2008 | 21.05.2009

Performance Programs

Refers to the specified date in the annual budget schedule in the PFMC Law.

Investment proposals of administrations were demanded by an official correspondence on
30.07.2009. On 15.07.2009, a circular was published in the Official Gazette to demand revised
investment proposals according to Medium Term Program, Medium Term Fiscal Plan and Investment
Program Preparation Guide.

" Refers to the publication date of the amendment By-Law for performance programs.

"™ Refers to the publication date of the draft form of the Guidebook for Preparation of Performance
Programs.

Source: http://rega.basbakanlik.gov.tr

It also leads to inefficiencies in budgeting, which may be justified by the fact that
76.7% of administrations believe that there are repeated processes leading to loss of
time in the budgeting process from the preparation of the Medium Term Program to
the publication of the Budget Law in the Official Gazette (Question 20.17).

Budget Approval Process:

According to the best practices for budget transparency (OECD 2002); draft
budget should be submitted to Parliament at the latest three months prior to the start of
the fiscal year so as to allow Parliament reasonable period of time to review it
properly. In Turkey, however, the Parliament has formally 75 days to review and
approve the budget, the first 55 days of which is for the Plan and Budget Committee to
review and revise budget proposals and the remaining 20 days of which is for the
Assembly to deliberate the text of CGB Draft Law. That is to say, budget approval
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period is less than the accepted best practice, which may disable the Parliament to
investigate all budget and budget-related documents; namely, strategic plans,
performance programs and accountability reports, properly. In addition to limited
time, the workload of the Committee may also disable proper analysis of performance
budgeting documents (Oner 2008).

From the perspective of budget amounts, the change in budget appropriations
during the negotiations held in the Parliament may differ. In fact, among 30
administrations within the target audience of the questionnaire, budgets for year 2009
of 18 were approved without any change, those of 10 were decreased and those of 2
were increased (Question 5). Therefore, it can be stated that the authorization of the

Plan and Budget Committee and the Parliament on budgets is actively used.

Analytical Budget Classification:

Analytical budget classification is compatible with ESA’95 (European System
of Integrated Economic Accounts)*. Functional classification is consistent with
United Nations-Classification of the Functions of Government (COFOG) and
economical classification is consistent with 2001 Government Finance Statistics
Manual (GFSM)*. Budgets are produced according to this classification. However,
programs can not be specified separately in the classification.

That program classification is not utilized in the analytical budget
classification system is also a problem for administrations, and has a negative effect of
performance programming process of 54.2% (Question 10.C.13).

One result of this situation is that cost of any program, project or activity can
not be specified under a single item in the budget; instead, it is split as salaries,
training, etc. The other, even more serious, problem is that it is not possible to specify
program, project or activity that the expenditures belong to. It does not allow
administrations to relate their planned or actual expenditures and programs within the
analytical budget classification. Actually, 22.2% of administrations can not link their
expenditures to their performance targets at all, whereas 48.2% can partially link and
29.6% can totally link (Question 18). Besides, 61.5% of the administrations think that

2 http://ebutce.bumko.gov.tr/proje/ ABS/absgiris.htm

“3 The manual can be accessed via http://mww.imf.org/external/pubs/ft/gfs/manual/index.htm
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analytical budget classification needs to be changed to enable the appropriate
expression of the cost of the activities (Question 20.11).

From the perspective of public information, the MoF informs public about
where taxes are spent on in the website of General Directorate of Budget and Fiscal

Control*

. The expenditures are presented according to the first-level economic and
functional codes of analytical budget classification. However, it gives limited
information. For instance, one can see what percent of the budget was spent on
education; yet, she/he can not see directly what were achieved in education sector
using the budget. This is due to the lack of the ability to specify outcomes or programs
in analytical budget classification. Moreover, the abovementioned imperfection may
also disable the Turkish Court of Accounts to determine and audit the expenditures

according to programs.

Budget Transfers:

The opportunity for budget transfers and its effect of realistic preparation of
budgets are also important issues to consider. The flexibility to transfer budget
appropriations prevents realistic preparation of budget appropriation proposals of
spending units of 55.6% of participants and total administrative budget appropriation
proposals of 44.4% (Questions 20.12 and 20.13)*. Although, such flexibility is crucial
for possible changes in the needs within the execution year, the abovementioned

shortcoming should not be disregarded.

Detailed Expenditure Programs:

From the execution side of budgets; detailed expenditure programs, according
to which appropriations can be used, should reflect the portions of performance
programs. However, the publish time of DEPs, shown in Table 12, disables full
implementation of programs. Besides, 78.6% of participants favor finalization of

DEPs before the beginning of the fiscal year (Question 20.14).

%4 The website can be accesses via
http://www.bumko.gov.tr/TR/Genel/BelgeGoster.aspx?F6E10F8892433CFFA79D6F5E6C1B4
3FFOBCFDAOAQ7D3F364

“® Indeed, based on the correlations shown in Table 3 in Chapter 7, it can be stated that the
opinions related to whether the flexibility to transfer budget appropriations prevents realistic
preparation of budget appropriation proposals of spending units and administrations tend to
move together.
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Table 12: Publication dates of the ""Communiqué of Budget Execution™
related to detailed expenditure programs

Publication Date of the "Communiqué of Budget Execution™
in the Official Gazette

Call for Preparation of DEPs Announcement of Approved DEPs
2009 08.01.2009 07.02.2009
2008 11.01.2008 21.02.2008
2007 24.01.2007 01.03.2007
2006 07.02.2006 26.02.2006

Source: http://rega.basbakanlik.gov.tr

Separation of Performance Programs and Budgets:

Performance programs and budgets are prepared and submitted to the related
administrations as separate documents. Therefore, appropriations are expressed via
two different classifications. On one hand, appropriations are presented under cost of
activities, appropriations to be transferred to other administrations and general
management expenditures in performance programs. On the other hand, analytical
budget classification via which line items are expressed is used in budget proposals.

This separation, however, implies a conflict. Regulation for performance
budgeting requires administrations to identify goals, targets, programs, activities and
costs of those via unit costs of activities, whereas analytical budget classification does
not enable allocation of appropriations to individual programs, which made it difficult
to calculate program costs or relate appropriations directly to programs or targets. That
is, performance program structure is aligned around result-based perspective, while
budgets could not harmonize with this structure.

In fact, 90% of participants think that performance program and budget should

be prepared as a single document (Question 20.10).

8.2.4. Legislation Related to Accountability Reports
The By-Law on the Preparation of Accountability Reports of Public

Administrations is assessed in this part.

Accountability Reporting Basics:

The By-Law on the Preparation of Accountability Reports of Public

Administrations is strong in the sense that it gives (i) a clear and understandable
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definition of accountability report (Question 6.C.1) and (ii) comprehensive reporting

principles related to accountability reporting (Question 6.C.3).

Link between Performance Programming and Accountability Reporting:

That the legislation for the accountability reports does not include any
information about how the performance results should be reported may be seen as an
absence. Although the Guidebook for Performance Programs includes directive tables
for presenting data, there is no table template in the Law on the Preparation of
Accountability Reports for reporting performance data. In fact, only 55.6% of the
participants think that how performance programs and accountability reports will be
linked has been clearly stated in the By-Law (Question 6.C.2), which is an
unacceptably low ratio. This includes the risk of the development of reports that are
not properly and completely connected to performance programs, which may also
imply a lack of accountability.

In practice, five of six administrations, which are liable to report on achieved
performance as compared to their performance programs, successfully represented
required information, which is a satisfactory level. However, there is no common
format for performance reporting parts of the reports, which makes finding core
information slightly difficult.

Possible reason for this situation is that the By-Law on the Preparation of
Accountability Reports of Public Administrations was published before the By-Law
on the Preparation of Performance Programs of Public Administrations, which
resulted in an inconsistency between the two regulations.

For example; the definition of performance program is different in the two By-
Laws. Moreover, although the performance programs that are prepared according to
the first versions of the By-Law and the Guidebook cover the three-year period, the
accountability reports, in which the commitments of performance programs are
reported, are prepared yearly and include the information of the previous year only.
This inconsistency seems to be solved by the second versions of the mentioned
regulations according to which performance programs are prepared covering the
budget year only. However, as mentioned before, this regulation is abhorrent to the

multi-year perspective for budgeting.
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8.2.5. Other Legislation

Development plan, medium term program and medium term fiscal plan have a
positive effect on strategic planning and performance programming processes of
administrations. Nonetheless, it does not imply that administrations can successfully
link their performance budgeting documents to these national level policies. Other

regulations related to performance budgeting are discussed below.

Personnel Regime:

Performance budgeting system should be supported by the complementary
regulations, especially the ones about the personnel regime. This is because the
performance budgeting system ideally includes the management of the personnel
performance. Indeed, 70% of participants think that individual performance evaluation
system should be created on the basis of performance programs (Question 20.15).

The legislation for personnel or human resources management for public
sector in Turkey is the Law on Civil Servants No 657. However, the regulations are
not sufficient to complete each other and to enable reaching the ideal system. From the
budgeting perspective, personnel expenditures and expenditures to social security

t*. However, administrations

institutions constitute 22.46% of the total general budge
can have little, if any, flexibility and saving on these expenditures; which is a result of
the personnel regime. In fact, some administrations under survey also mentioned the
importance of and need for a human resources management for performance

budgeting system.

Audit Mechanism:

Audit mechanism is a complementary tool for performance budgeting system.
It includes external audits performed by the Turkish Court of Accounts (TCA) and
internal audits performed by internal auditors of the administrations.

TCA is responsible for performing three types of audits; namely, financial
audit, compliance audit and performance audits*’. Performance audit task of the TCA

is also mentioned in the Article 41 of the PFMC Law, named accountability reports.

“ Based on the initial appropriations represented in the Appendix Report of the General
Conformity Report of Year 2008 prepared by the Turkish Court of Accounts.

*" performance audits became a legal mandate of the TCA in 1996. It was regulated as an additional
article named “efficiency and effectiveness assessment” in the Law on TCA.
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According to this article, accountability reports of administrations are sent to the TCA,
which then submits them to the Parliament together with opinions formed based on
external audits.

63% of participants think that audits done by the TCA will contribute to
performance improvement of their administration (Question 20.6). In addition, both
administrations under 1#2 interview shared this view (Question 7.3 of 1#2). However,
there are some deficiencies in the Law on the TCA. For instance, performance audits
are not stated in the Law as an audit process, but as an assessment, implying that it
may not be a periodic procedure. Due to some problems including the mentioned one,
a new law on external audit was prepared in order to improve the legislation and
submitted to the Presidency of the TGNA in February 2005, However, it has not yet
been adopted by the Parliament. Moreover, there is no legal arrangement related to
how the problems and findings in the reports of the Turkish Court of Accounts are
dealt with and how they are binding.

Although internal control mechanism is relatively new in Turkey, 88.5% of
the participants think that it will contribute to increasing the performance of their
administration (Question 20.7), which is a good indicator. In addition, both

administrations under 1#2 interview shared this view (Question 7.4 of I#2).

8.3. Methodology

Analysis for the performance budgeting methodology fundamentally includes
assessment of the Strategic Planning Guidebook and the Guidebook for Preparation of
Performance Programs. In addition, budgeting and accountability reporting

methodology is assessed considering the related documents and the practices.

8.3.1. Methodology Related to Strategic Plans

Effectiveness of the Guidebook:

The Strategic Planning Guidebook is the main source to be used in the public

strategic planning process.

*® The Law Proposal on TCA defines (i) audits of the TCA as regularity and performance
audits, (ii) performance audits as assessment of economic and efficient use of resources and
effectiveness of activities in achieving administrative objectives, considering good governance
principles of public administrations, within the responsibility of accountability.
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It has a positive effect on the development of strategic plans of 83.3% of
administrations (Question 8.C.6)*.

Nonetheless, information on the Guidebook is sufficient to meet the
information need of only 62.2% of administrations (Question 6.A.4), despite the fact
that strategic planning process described in the Guidebook is appropriate for 86.5% of
administrations (Question 6.A.5). In addition, information on the Guidebook is not
enough to meet the information need of one administration under 1#2 interview
(Question 6.C.2 of 1#2) and both found strategic planning process described in the
Guidebook inappropriate (Question 6.C.5 of 1#2).

The process is explained in terms of the steps and order in the Guidebook.
However, there are some deficiencies where some important points are ignored

compared to the generally accepted principles, which are stated below.

Link between Strategic Plans and Higher -Level Policy Documents:

The Guidebook does not provide any information about how strategic plans
will be linked to the development plan and programs or how inter-administrative
interactions will be considered in the preparation of strategic plans. Therefore, the
mentioned issues are unclear for 50% and 69.4% of administrations, respectively. As
stated before, there is a risk of the development of plans that are disconnected to
higher level policies and programs. In practice, in their strategic plans, 13

administrations emphasized the relation of it with the ninth development plan®.

Properties of the Items of Strategic Plans:

It is stated in the Guidebook that administrations should determine at least one
goal and at least one objective related to each goal. However, there is no guidance
about the limit of the number of the objectives, targets and performance indicators,
which may be a potential cause for administrations to produce too many items to
manage. That is, “if there are too many targets, information overload is the result,
thereby making it impossible to prioritize targets and blurring the focus” (Ginnerup et

al. 2007). On the other hand, the ideal number of indicators for an outcome is the

“ In addition, based on the correlations presented in Table 3 in Chapter 7, the effects of the By-
Law and the Guidebook on strategic planning process tend to move together.

%0 As of 08.12.2009, among 29 administrations, strategic plans of which were published.
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minimum number that reveals whether the outcome has been achieved (Kusek and
Rist 2004). Some quantitative data for the core items of strategic plans of
administrations are presented in Table 13. Although the average number of goals
determined by administrations is about eight, which can be an acceptable number, the
range reveals that there are administrations that have tens of goals. At this point, it is
important to note that number of goals in the strategic plan was a facilitator for the
process of administrations under survey, if it is less than or equal to ten. Number of
objectives and indicators, on the other hand, are relatively high and may cause some

complications in performance programming process.

Table 13: Quantitative data for elements of strategic plans

Theme Goal Objective | Indicator
Number of Administrations that
Determined the Element * 1 29 28 25
Range for the Number of Element
Determined by Administrations ~
Average Number for Element
Determined by Administrations *

“ As of 08.12.2009, among 29 administrations, strategic plans of which were published.

3 -11|2 - 322 - 131 |2 - 227

4.78 7.72 34.89 71.96

On the other hand, since progress needs to be monitored at all levels of the
system to obtain feedback on success areas and improvement needs, indicators should
be determined for inputs, activities, outputs, outcomes, and goals (Kusek and Rist
2004). However, it is stated in the Guidebook that indicators are developed for
objectives when objectives are themselves immeasurable. In the Guidebook for
Preparation of Performance Programs, on the other hand, there is no additional
information or guidance on this issue. Therefore, administrations are not informed for
the requirement of determining indicators for the remaining elements, especially for
the goals and outcomes. Due to this misguidance, 16 administrations specified
indicators only for objectives in their strategic plans, whereas 3 did only for goals, 4
did only for activities or strategies®'. Indicators were determined for goals and

objectives by only one administration. Similarly only one administration determined

> As of 08.12.2009, among 29 administrations, strategic plans of which were published.

82



indicators for all elements its strategic plan. There is no evidence that any other
administration did so.

Another point to be considered is the core properties of indicators.
Performance indicators should be SMART,; that is, specific, measurable, attainable,
result-oriented and time bounded (Noman 2008). Besides, they should also be
CREAM; that is, clear, relevant, economic, adequate, and monitorable (Kusek and
Rist 2004). Furthermore, Arnold (2008) specified additional properties to be satisfied
that are, controllability, meaningfulness, and consistency and repeatability of
measurements. The SMART rule is stated in the Guidebook; yet, the others are not.
This situation may imply that complete guidance may not be provided for this area.

The risk assessment and evaluation should be executed and included so as to
complete the strategic planning process. However, it is not stated in the Guidebook.

Furthermore, main parts of strategic plans are stated in the Guidebook as (i)
brief situation analysis, (ii) explanation related to how participation is accomplished,
(iii) mission, vision, core values, (iv) at least one goal, (v) at least one objective
related to each goal, (vi) measurement criteria if objectives are not measurable, (vii)
strategies, and (viii) five-year estimated cost table including all goals and objectives.
The problem here is that the contents are the minimum requirements and there is no
limit for additional information, which may cause administrations to put unnecessary
and non-strategic items into the plans, and to produce thick plans. Indeed, it is pointed
out by the MoF-Directorate General of Budget and Fiscal Control that strategic plans
of administrations are so detailed that there remain almost nothing to put into
performance programs and hence, preparing performance programs according to the

plans become meaningless (Question 4 of 1#4).

Link between the Elements of Strategic Plans:

It is stated that the SWOT analysis® can be used in the development of
strategies and possible cases were given, which provides a sufficient guidance.

It is important to note that completing all of the activities and outputs does not
necessarily mean the desired outcomes are achieved (Kusek and Rist 2004). In more
broad terms, achieving a set of elements may or may not provide accomplishment of

higher level elements. Therefore, some crosschecks should be made in order to

52 SWOT analysis includes the analysis of strengths and the weaknesses of an administration as
well as the opportunities and threats that it can face with.
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provide that (i) objectives are collectively sufficient to reach to the related goals, (ii)
targets are together sufficient to reach to the related objectives, (iii) targets are
achieved when the related activities are completed, and (iv) the indicators sufficiently
represent the improvement in the related element. However, only the third crosscheck
is stated in the Guidebook. The risk resulted from this deficiency is that strategic plans
that are incomplete and imperfect, and more seriously, inadequate to achieve what the

administration plans to achieve may be produced.

Link between Strategic Planning and Performance Programming:

Although 62.2% of participants think that costs of the activities should be
determined in the preparation process of strategic plans (Question 6.A.9), it would be
better to be done in performance programming process following the determination of
the activities. Otherwise, there would not be any specific progress remaining for
performance programming. This point was also supported by the Directorate General
of Budget and Fiscal Control (Question 4 of 1#4).

In addition, there is no common thought whether relation of strategic plans to

performance programs has been clearly stated in the Guidebook (Question 6.A.10).

8.3.2. Methodology Related to Performance Programs
The general outline for the preparation of performance programs is

constructed in the Guidebook for Preparation of Performance Programs.

Revision of the Guidebook for Preparatino of Performance Programs:

Correlated to the By-Law, the Guidebook for Preparation of Performance
Programs was revised and the second version was published in July 2009. Main
differences between the first and the second versions are summarized in Table 14.
Both the first and the second versions of the Guidebook have similar regulations in
many aspects. Therefore, the questions covered in the questionnaire and their
interpretations are still valid. On the other hand, revised regulations are also evaluated

from the perspective of whether they provide solutions to the problems or not.
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Table 14: Main differences between the first and the second versions of the
Guidebook for the Preparation of Performance Programs

Area considered Statement / regulation in the Statement / regulation in the

first version of the Guidebook second version of the Guidebook
Cost of activities Costs of activities are

Costs of activities are determined

and analytical determined in terms of the fourth | . ;
yt . in terms of the first level of
budget level of economical - A
A e economical classification.
classification classification.

Appropriations are classified as
(direct) cost of activities, fixed
costs (expenditures to be
distributed to performance
targets on administrative level)
and appropriations to be
transferred.

Although, table for cost of the activities presented in the Guidebook is in terms of the first level, table
filled in the e-biitce system was in terms of the fourth level.

Appropriations are classified as
cost of activities, general

administrative expenditures and
appropriations to be transferred.

Classification of
appropriations

Effectiveness of the Guidebook:

Information on the Guidebook is enough to meet the information need of only
25% of participants (Question 6.B.4). In addition, the Guidebook has no effect on the
performance programming process of 13.8% of administrations, whereas it affects the
process positively for only 55.2% of administrations, and negatively for 31%
(Question 10.C.5). Therefore, it can be stated that effectiveness of the Guidebook is
poor.

Moreover, performance programming process described in the first version of
the Guidebook is not appropriate for 52.8% of administrations (Question 6.B.3). The
process is simplified by the second version due to the removal of departmental
performance programs, which may possibly lead the abovementioned percentage to be

slightly higher for the evaluation of the second version.

Link between Strategic Plans and Performance Programs:

There exists a methodological ambiguity about how strategic plans are
converted into performance programs. The Guidebook includes the answers for what
is to be done, but not for how it can be done. The most important absence is that the
method that can be used for prioritizing the objectives of strategic plans to determine
the ones to be performed within performance programs. Indeed, only 52.8% of
participants think that how strategic plans and performance programs will be linked
has been clearly stated in the Guidebook (Question 6.B.2). It can be stated that,
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originated from strategic plans, performance programs produced under the given

condition will possibly not include a proper logic.

Performance Programming Process:

A single target value is expected for each indicator. However, a target is not
required to be a single numerical value and can be defined as a range in some cases
(Kusek and Rist 2004), which could be an enabling factor especially for the
preparation of first performance programs.

What is more, feasibility analysis should be used for the determination and
selection of activities. Yet, it is not mentioned in the Guidebook, which most probably
causes administrations not to perform the analysis. In practice; among 24
administrations, 11 did not perform feasibility analysis in performance programming
process (Question 9.9).

It is stated in the Guidebook that the costing of the activities should be in the
basis of the analytical budget classification. However, statement about how costs will
be classified according to the analytical budget classification is not clear for 71.4% of
participants (Question 6.B.6). Nevertheless, the requirement that costs be expressed
according to the analytical budget classification is a positive factor for the
performance programming process of 64.3% of administrations; whereas it is a
negative factor for 21.4% and an unbiased one for 14.3% (Question 10.C.12).
Therefore, it can be stated that analytical budget classification may disable some
administrations to link performance programs to budget allocations.

It is stated in the second version of the Guidebook that appropriations can be
presented under cost of activities, appropriations to be transferred to other
administrations and general administrative expenditures in performance programs.
This methodology is more alike to flexible budgeting, by which budget is based on
fixed and variable costs (Finney 1993). In this context, it is denoted that the
expenditures that serve to more than one activity and/or to administrative needs, yet
can not be included in the cost of any activity can be handled as general management
expenditures. This flexibility may discourage calculation of real costs of activities.
What is worse, it disables making proper comparisons between activity alternatives,

such as the one between use of internal resources and outsourcing.
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Update of Performance Programs:

Performance programs have to be revised if a change occurs in the budget
appropriations during the budgeting process. However, the methodology that can be
used in these steps is leaved to the administrations. 61.8% of participants stated that
how performance programs will be updated has not been clearly stated in the
Guidebook (Question 6.B.7). In practice; among 15 administrations that faced with a
budget change after the budget negotiations done with the MoF and the SPO, 5
updated both budget appropriations and the targets and their resource requirements in
performance program, 8 updated only the budget appropriations without changing
targets and their resource requirements, and 2 did not revise their performance
program (Question 15). Among 15 administrations whose budget was changed after
the budget negotiations done in the TGNA, the numbers for the abovementioned

update types are 1, 7 and 2, respectively (Question 16).

8.3.3. Methodology Related to Budgets
Both the regulatory documents related to budgets and the practices of the MoF
and the SPO are assessed in this part.

Budget Ceilings:

Budget ceilings for the administrations are represented in the Medium Term
Fiscal Plan. These ceiling are strict in the sense that administrations can not exceed
these in their budget proposals. Nevertheless, they can propose additional budget
needs in a separate form. That is, budget ceilings have a binding role in the
determination of the real (approved) budget.

These ceilings are generally determined based on the appropriations enclosed
in the Budget Law of the previous year and the ceilings enclosed in the Medium Term
Fiscal Plan of the previous year. The problem in this procedure is that strategic plans
or performance programs of the administrations and their resource requirements have
a slightly little effect; whereas performances of administrations in previous years are
not considered at all. (Question 7 of 1#4) These are important indicators that the
system in Turkey is, at least for now, presentational performance budgeting.

Besides, 66.7% of administrations stated the way of determination of the

budget appropriation ceilings of their organization as a negative factor for
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performance programming process, whereas only 18.5% evaluated it positive
(Question 10.C.14).

The Link between Strategic Plans, Performance Programs and Budgets:

The link between strategic plans, performance programs and budgets has a
vital importance. Finney (1993) stated that “the budget must be prepared in the proper
strategic context, firmly within the framework of the objectives, strategies, and plans
of the company” as one of the requirements for effective budgeting and adds that a
summary strategy statement should be included in budgets.

According to the related regulation in Turkey, budgets should include a form
where the legal responsibilities, the administrative goals and objectives under the
responsibility of the unit and the activities to be carried on in the budget year are
stated. Therefore, it can be stated that the infrastructure is ready for implementation.

The link in practice has two sides, namely, the consideration of strategic plans
and performance programs by the administration in determining their budget proposals
and by the regulatory and authorized bodies in budget negotiations. However, how
these linkages can be provided is clear neither in the Guidebooks nor in the Budget
Call.

In the first side of the relation, only 30.8% of administrations determined and
prepared the budget proposals of the spending units of their organization considering
their strategic plan and performance program; yet based on experience. 23.1%
determined them in line with the overall resource requirements of the performance
targets and the activities of the departments. In total, strategic plans and performance
programs are used by 53.9% of administrations for budgeting. On the other hand,
23.1% multiplied appropriation amounts of the previous year by a certain growth rate
to obtain the proposals for the current year. Alternatively, 19.2% determined the
amounts considering the expenditures of the previous year. One administration, on the
other hand, used the ceilings in the Medium Term Fiscal Plan (Question 12).

Put it another way, the method of determining and preparing budget proposals
of organizations also varies. Only 11.5% of administrations determined proposals in
line with the overall resource requirement of the performance targets of their
performance program. The majority, 76.9%, determined it based on the budget
ceilings specified in the Medium Term Fiscal Plan. One administration stated that they

proposed appropriations more than the actual need considering the possible cut in the
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budget negotiations. Alternatively, proposals of 7.7% (2 administrations) were the
multiplied appropriation amounts of the previous year by a certain growth rate
(Question 13).

Therefore, there is no common budgeting methodology used by the
administrations. Furthermore, approximately one-third of the respondents of the
questionnaire spoke about the fact that performance programs do not direct budgets;
instead budgets determine performance programs; which implies unrealistic or
undervalued programming (Question 21).

The other side of the link, the consideration of strategic plans and performance
programs by the regulatory and authorized bodies in budget negotiations, is assessed

in the next part.

Budget Negotiations:

In Turkey, approval by the MoF is required for budget appropriations to be
presented in the CGB Draft Law. That is, the MoF has an authorization to make
changes on budget proposals. The SPO, on the other hand, is authorized for
investment appropriations.

Some sort of an administrational expertise system is utilized in the MoF.
Public Budget Experts are charged with a duty of conducting budget-related functions
of an administration. In other words, each administration has assigned with a Budget
Expert. As performance budgeting system was put into practice, Budget Experts
become also responsible for performance programming functions of administrations.
The expertise system is beneficial in the sense that serious expertise can be achieved
on administrative bases. However, expertise could not be obtained for performance
programming yet.

Moreover, there are no written rules or procedures to guide the budget
negotiations between the administrations and the MoF and/or the SPO. Moreover, the
reasons of budget cuts are not clear. As an extreme case, the MoF has an authorization
to change and did change amounts allocated by an administration to budget items of
fourth-level economic code without changing the total amount of the second- level
economic code item so much (Question 21). This practice, however, most probably
belies the actual need or plan of administrations. Consequently, such changes in actual
budget allocations may weaken the willingness and ability of administrations to

produce and execute realistic budgets.
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Furthermore, strategic plans and performance programs of the administrations
have little, if any, effect in the determination of the budgets in the budget negotiations
held in the MoF, SPO or TGNA (Questions 14.1-14.6).

Consequently, the impact of the MoF on the administrative budgets is a
negative factor for performance programming process for 55.2% of administrations,
and a positive factor for only 27.6% (Question 10.C.15). Similarly, the impact of the
SPO on the administrative budgets is a negative factor for 48.3% of administrations,
and a positive factor for 31% (Question 10.C.16)>*. That is, the changes in budget
amounts of administrations made by the MoF and the SPO disable most of the

performance programming processes.

Detailed Expenditure Programs:

Performance programs should be considered in the preparation of the detailed
expenditure programs (DEPS), since they are monthly plans for expenditure. However,
24% partially, 16% mostly and only 4% of administrations (1 administration)
completely considered performance program in the preparation of DEP. That is, in
total, 44% of administrations took performance programs into account while preparing
DEPs, whereas 56% did not (Question 17).

On the other hand, each month, administrations submit their expenditure
forecasts for the following three months to the Treasury, Directorate General of Public
Finance. Such use of these forecasts having a three-month rolling horizon property is
for cash management. There is no confirmation that the MoF is informed about these
forecasts. Based on the assumption that as the period gets closer, forecasts become
more proper and accurate; it would be beneficial for the MoF to use the updated

forecasts.

%% Based on the correlations shown in Table 3 in Chapter 7, it can be stated that the degree of
the consideration of strategic plans in budget negotiations held with the MoF and the SPO
tends to move together. Similarly, that of performance programs in budget negotiations held
with the MoF and the SPO tends to move together. Likewise, that of accountability reports in
all budget negotiations tends to move together.

> Based on the correlations shown in Table 3 in Chapter 7, it can be stated that the effects of
the impacts of the MoF and the SPO on the budget of organizations tend to move together.
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8.3.4. Methodology Related to Accountability Reports
There is not a guidebook for preparation of accountability reports. Therefore,
the contents are described in the related By-law. However, detailed information is not

provided in the By-Law. Besides, there are some methodological ambiguities.

Performance Reporting:

The expenditures can not be systematically linked to the activities, objectives
or goals due to the lack of program classification in the analytical budget
classification. Therefore, it is not possible to report the financial side of the activities
in a proper and organized way. In practice, only one among six administrations, which
are liable to report on achieved performance as compared to performance programs,
represented financial data based on its activities and targets.

Moreover, there is no regulation related to how achieved performance should
be presented in what detail in the reports, which may be assessed as a lack of
guidance. In practice, both detailed quarterly performance and shallow information

can be found in the reports.

Readability of the Reports:

Without any guidance, there may be overloads of activities, objectives and
performance indicators as well as other information related to administrations in the
accountability reports, which will possibly reduce the readability of them and make

finding strategic information difficult.

Evaluation of the Reports:

Accountability reports are not evaluated by any of the concerned
administrations (Questions 14.7-14.9), which imply a lack of supervision that may
cause the presentation of unnecessary information as well as the absence of the
required information. It may also lead to a decrease in or loss of commitment to the
necessity and benefit of reports. It is also possible to state that accountability reports

are not used to serve for the purpose of accountability.
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8.3.5. Methodology for Information Systems

System related to performing, tracking, reporting and evaluating the
performance programming process automatically refers to the “e-biitge” System®.
Budget and performance program proposals of the administrations are prepared via
this system. It is used by all of the administrations under survey; yet, explanations and
directions related to the tables to be prepared satisfy the information need of only
61.9% (Question 19.1).

Moreover, data entry can be easily made by 47.4% (Question 19.3). It became
simpler in the updated version of the module, which implies that the percentage may
currently be higher. Similarly, data can easily be followed by only 41.2% (Question
19.4). For instance, the data is kept under seven stages of budgeting process™.
However, the track of the data can not be kept within a stage, especially in the
preparation of proposals, in the system since a new entrance replaces the current one.
Therefore, administrations have to construct their system if such a need exists. On the
other hand, information can be copied from one step to another in the new
performance programming module, which simplifies the process.

Since budgeting and performance programming are the processes that should
go hand in hand, the related modules of the “e-biitce” system should be talking to each
other. However, 72.2% of participants think that data flow is not performed easily
between the performance budget module and other modules (Question 19.2). Besides,
data can still not be transferred between performance budgeting module and others.

In addition, there are no alerts, except the ones related to authorization, in the
system. For instance, there is no mechanism to prevent administrations from

demanding in excess of appropriations ceilings. Moreover, reporting process that can

% Correlated to the revision of the By-Law on the Preparation of Performance Programs of
Public Administrations, performance budgeting module of the e-biitge system was updated.
Nonetheless, both the first and the second versions of the module have similar properties in
many aspects. Therefore, the questions covered in the questionnaire and their interpretations
are still valid. On the other hand, revised regulations are also evaluated from the perspective of
whether they provide solutions to the problems or not.

*® Budget stages are (i) initial appropriations, (ii) proposal of administrations, (iii) expert
opinion, (iv) draft, (v) the Planning and Budgeting Committee, (vi) Law, and (vii) net initial
appropriations.
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be performed by the “e-biitge” system meets the need of 35.3% of administrations
(Question 19.5), which is relatively low”’.

Moreover, two thirds of the administrations that are liable to report on
achieved performance as compared to performance programs mentioned the absence
of and the need for a performance information system in order to properly track
performance-related data in their accountability reports.

Consequently, it can be concluded that the “e-biit¢e” system is not adequate as

a management information system (MIS) in performance budgeting®.

8.4. Coordination

Coordination between the regulatory bodies, the MoF and the SPO, is
investigated in this part. The inconsistency between the By-Laws related to
performance budgeting mentioned in the previous sections is a sign of the fact that
there is a lack of coordination between the regulatory bodies. Moreover, weakness of
the coordination between the SPO and the MoF are also stated by some participants of
the questionnaire (Question 21). Besides, 93.3% of the administrations think that
possible lack of coordination between the MoF and the SPO may adversely affect the

effectiveness of the performance budgeting system (Question 20.16).

8.5. Guidance
Guidance for the development of strategic planning, performance

programming, budgeting and the accountability reporting is investigated in this part.

%" Indeed, based on the correlations shown in Table 3 in Chapter 7, it can be stated that the
opinions related to whether data flow is performed easily between the performance budget
module and other modules, whether data entry and follow can be easily made, and whether
reporting process meets the need of the administration tend to move together.

*® Recently, a new MIS, which is called SGB.Net and developed initially in the SDU of the
MoF, was begun to be used by administrations. However, the effectiveness of the system could
not be assessed.
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8.5.1. Guidance Related to Strategic Planning
Guidance related to strategic planning is essentially provided by the SPO, in
the form of consultancy, training or evaluation. Still, administrations may need and

receive guidance from consultancy organizations, advisors or outside consultants.

Guidance by the SPO:

In practice, 23% of the participants stated that they did not receive

consultancy support from the SPO (Question 8.C.10). The administrations that
demanded support from the SPO needed it especially in the form of (i) training for the
strategic planning method to be followed, and (ii) medium-term consultancy where an
expert from the SPO is assisting them during the process (Question 4 of I#3). Yet,
almost none of the demands could be met by the SPO. Among the administrations
who received support in other areas than the abovementioned ones, only 25.9%
evaluated it as a positive effect on their strategic planning process, whereas 48.2%
sees it as a factor of no-effect. What is worse is that consultancy support received
negatively affected strategic planning process of 25.9%. (Question 8.C.10) In addition,
the inadequacy of the consultancy support is one of the strongest reasons for
incomplete strategic plans (Question 6.C.7 of 1#2). Therefore, it can be concluded that
the consultancy support given by the SPO was not sufficient to meet the needs and to
strengthen the strategic planning process of administrations under survey.

Events organized by the SPO can also be considered within the guidance
concept. Yet; it can be stated that training, workshops, seminars, etc. arranged for
strategic planning did not help administrations much. They have a negative effect on
strategic planning process for 32.4% of administrations, no effect for 50% and a
positive effect for only 17.6% (Question 8.C.8). In addition, the inadequacy of the
events is one of the strongest reasons for incomplete strategic plans (Question 6.C.6 of
I#2). Therefore, it can be stated that the quality of the events is poor to guide
administrations.

Related to the evaluation of strategic plans; a set of questions were prepared
by the SPO, which are presented in Table 15. The questions are also ordered of
precedence by the SPO in some way during the evaluations; yet, there is no systematic
prioritization (Question 5.2 of 1#3). Moreover, the evaluation list developed by the
SPO to assess strategic plans does not include all relevant items so as to provide the

quality of the plans.
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Table 15: Set of questions for evaluation of strategic plans

Evaluation Area | Questions *
Consistency with
National Is the plan consistent with legal priorities and topics?
Programs

Does the administration follow up / monitor external factors?

Are activities minimizing or improving potential effects of external
Current Situation | factors defined?

Analysis Does the administration follow up / monitor internal factors?

Which of the internal factors can affect the success of strategic goals?
Does corporate culture need to be changed?

Which organizations or who are the essential stakeholders, why?
Were the opinions of them taken and reflected to the plan?

Among the personnel of the administration, who were participated in
the development of the plan?

Do all heads of departments participated?

What type of communication strategy with the personnel and managers
for related to priorities and decisions will the administration employ?
Is the mission result-oriented? Does it serve for a public need?

Are there any activities of the administrations not defined/covered in
the plan?

How the mission of the administration was differentiated from similar
Mission, Vision, missions?

Goals and Do the goals include main functions and activities of the

Objectives administration?

Do the goal logically related to the mission?

Avre the goals result-oriented or output-oriented?

If the objectives could not be defined as numerical or measurable, were
they defined to enable evaluating whether they are achieved or not?
Does the plan have a logical integrity?

Do the components of the plan consistent with each other?

(Internal) Does the plan reflect the coordination with other implementing
Consistency organizations?

Do the plans of other organizations aim to achieve similar strategic
goals or include similar functions and activities?

Does the plan include time-dimensional, reliable, useful and consistent
fiscal information?

Is there a calendar for evaluation?

What is the scope and methodology of evaluation?

* Questions used by the SPO for evaluation of strategic plans are presented in Turkish in the web site:
http://www.sp.gov.tr/degerlendirme.html.

Stakeholder
Analysis

Other

In fact, 64.3% of the administrations think that the evaluation done by the
SPO is not sufficient for determining the quality of the strategic plan of their
administration (Question 20.8), whereas both administrations under I#2 interview
think the opposite (Question 7.5 of 1#2). Nonetheless, transparency in this context may

be seen as a helpful guidance for administrations in strategic planning process.
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The procedure of the evaluations begins with the review of the plan by the
related sector experts of the SPO. Afterwards, it is investigated by a junior SPO expert
and an SPO expert working in the Directorate General of Economic Models and
Strategic Research. Results of the assessments are then reported to all administrations
(Question 2 of 1#3). That is, administrations are informed about how well they
performed, which is praiseworthy.

Moreover, whether the feedback given is taken into account by the
administrations is also followed by the SPO. A specific result about the status of an
administration is obtained based on its level of consideration of the feedback. It can be
one of the followings: (i) green, when all feedback was considered and reflected to the
plan, (ii) yellow, when some points stressed by the SPO were considered in the update
of the plan, and (iii) red, when none of the criticism was considered by the
administration.

However, feedback given by the SPO related to strategic plans based on the
abovementioned evaluations has a positive effect on strategic planning process of only
59.4% of administrations, a negative effect on 21.9%, and no effect on 18.75%
(Question 8.C.9). This implies that the value of contents of feedback is not appreciated
much by administrations although the way of providing it is proper.

In addition, one of the most frequently stated comments by administrations is

that consultancy and guidance provided by the SPO is inadequate (Question 21).

Guidance by the Consulting Firms or Outside Consultants:

Strategic planning teams of 12 administrations include consulting firms or
outside consultants (Question 4.9). 25 administrations denoted that support was
received from consulting firms or consultants, 11 of which received full consultancy
by including them in strategic planning teams. Consultancy support affected strategic
planning process positively for 56% and negatively for only 8%, whereas it has no
effect for 36% (Question 8.C.11). In addition, consultancy support has no significant
effect on incomplete plans (Question 6.C.8 of 1#2). Therefore, it can be concluded that

the quality of guidance and its effect varies.
8.5.2. Guidance Related to Performance Programming

Guidance related to performance programming is essentially provided by the

MoF, in the form of consultancy, training or evaluation. Still, administrations may
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need and receive guidance from consultancy organizations, advisors or outside

consultants.

Guidance by the MoF:
In practice, 24% of participants stated that they did not receive consultancy

support from the MoF. Among the ones who received support, 40.9% evaluated it as a
positive factor on their performance programming process, whereas 31.8% saw it as a
factor of no-effect. Moreover, consultancy support received negatively affected the
process of 27.3%. Therefore, it can be concluded that the consultancy support given
by the MoF was not sufficient to meet the needs and strengthen the performance
programming process of administrations. (Question 10.C.8)

Events organized by the MoF can also be considered within the guidance for
performance programming. Yet; it can be stated that the level of assistance provided
by training, workshops, seminars, etc. is not sufficient. They are disabling on
performance programming process for 33.3% of administrations, no effect for 22.2%
and a positive effect for 44.4% (Question 10.C.6).

Similar to the evaluation list for strategic plans, an evaluation list was
developed by the MoF for performance programs®. Budget expertise system utilized
by the MoF under the absence of a coordination unit implies a decentralized structure.
Hence, performance budgeting practices may be different for different experts and
hence for different administrations. Consequently, it is not guaranteed that evaluation
list is systematically used. In fact, 70.4% of participants think that the evaluation done
by the MoF is not sufficient for determining the quality of the performance program of
their administration (Question 20.9).

Additionally, feedback given by the MoF related to performance programs
based on the mentioned evaluations has a disabling effect on performance
programming process of 40.9% of administrations, a positive effect on only 27.2%,
and no effect on 31.8% (Question 10.C.7). This implies that the value of contents of
feedback is not sufficient to guide administrations.

In addition, one of the most frequently stated comments is that consultancy

and guidance provided by the MoF is inadequate (Question 21).

% The list could not be obtained from the MoF either. Therefore, no related comment could be
put forward.
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Guidance by the Consulting Firms or Outside Consultants:

17 administrations denoted that support was received from consulting firms or
outside consultants. Consultancy support affected performance programming process
positively for 41.2% and negatively for 29.4%, whereas it has no effect for 29.4%
(Question 10.C.9). Therefore, it can be concluded that the effectiveness of consultancy

support varies.

8.5.3. Guidance Related to Budgets and Accountability Reports

Since budgeting is a technical process in a sense without integration of
performance program, less guidance may be needed. Besides, budget expertise system
utilized by the MoF enables dealing with administrations one by one.

On the other hand, there is not a systematic way to report performance on
accountability reports yet. Hence, neither training programs are organized nor reports

are evaluated by the MoF. Therefore, guidance related to them can not be assessed.

8.6. Ownership

The essential factor establishing ownership is the commitment to the
performance budgeting system believing its benefits. 70.4% of participants think that
performance-based budgeting system will contribute to performance improvement of
their organization (Question 20.5), which is a satisfactory proportion. In addition, one
administration under 1#2 interview shared this view (Question 7.2 of I#2). It is

beneficial to assess ownership concept for the parts of the system as well.

8.6.1. Ownership Related to Strategic Planning
The level of participation in strategic planning process is closely linked to the
level of ownership. Kusek and Rist (2004) specified the necessity as follows:

Setting goals in isolation leads to a lack of ownership on the part of the main
internal and external stakeholders. Likewise, when choosing outcomes, it is
crucial to build a participatory and consultative process involving the
stakeholders. The participatory process should start with the development of
goals and continue with setting outcomes and building an indicator system.

Involving key stakeholders in process in a participatory manner enables
providing commitment for the achievement of the desired outcomes (Kusek and Rist
2004), whereas lack of ownership especially by internal stakeholders most probably

disables the implementation of plans and programs.
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Particularly the head of the administration should be involved in the strategic
planning process and even should be the head of the strategic planning team or
committee (Ozgam 2007). That the support of top management of administrations is
important in performance budgeting is often expressed by respondents of the
questionnaire (Question 21).

A structure for enabling ownership and support of ministers and heads of
administrations for strategic planning exists in the legislation. The points in the By-
Law on the Procedures and Bases for Strategic Planning relating to the ownership are
as follows: (i) the heads of the administrations are responsible to the concerned
ministers for preparation and implementation of strategic plans, (ii) ministers are
responsible for preparation and implementation of the concerned strategic plans in
accordance with the development plans and programs, and (iii) strategic plan of an
administration is approved by the concerned minister before it is sent to the SOP and
the MoF. These seem to be also effective in implementation.

When the role of the ministers in strategic planning process is investigated, it
can be seen that their supervision could only be obtained in 4 administrations, where
the minister is a member of strategic planning team (Question 4.1). In addition to
these 4 administrations, political ownership was provided in other 30 administrations.
Among those 34 administrations; 58.9% evaluated political ownership as a positive
factor, 17.6% as a negative factor and 23.5% as a factor of no-effect for strategic
planning process (Question 8.C.7).

Level of participation by the top management in strategic planning teams
interpreted as the ownership by top management and classified according to the
structure of teams as no ownership, average ownership, good ownership and excellent
ownership, properties of which are presented in Table 45 in Appendix E. According to
the logic formed; 36.1% had no ownership by the top management, whereas, 19.4%
had average, 2.8% (1 administration) had good and 41.7% had excellent ownership
(Question 4). Moreover, support of top management has a positive effect on strategic
planning process for 83.8% of administrations (Question 8.A.1). Bivariate analysis,
shown in Appendix F, reveals that 85% of administrations having no ownership also
evaluated support of top management as a positive factor, which implies that support
should not necessary be in the form of a membership in the strategic planning team.
On the other hand, participation by top management in strategic planning teams

almost always provides a positive effect.
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It is also important to note that two of the factors stated among the strong
reasons for incomplete plans are that strategic planning is not assessed as beneficial by
the top management of administrations and that the support of top management for
strategic planning process is insufficient (Questions 6.A.1 and 6.A.2).

What is also important for the proper implementation of strategic plans is to
provide the ownership of the personnel of administrations. The need of a participatory
approach is stated in the PFMC Law as “... public administrations shall prepare
strategic plans in a cooperative manner”. It is also mentioned in the Strategic Planning
Guidebook. Level of participation in the strategic planning team can be classified
according to the structure of teams as no participation, poor participation, average
participation, good participation and excellent participation, properties of which are
presented in Table 46 in Appendix E.

According to the logic constructed, all administrations achieved at least poor
participation. More specifically; 2.8% of administrations (1 administration) had poor,
13.9% had average, 30.6% had good and 52.8% had excellent participation (Question
4). In addition, among 24 administrations that have a provincial organization, 13
provided the participation of their personnel in the strategic planning process
(Question 3). That is; ownership of personnel seems to be obtained in the proper
sense. Moreover, participation of the personnel to the strategic planning practice has
an enabling effect on the process in 70.3% of administrations (Question 8.A.6).
Bivariate analysis, shown in Appendix F, reveals that as the participation level in
strategic planning team improves, its effect on the process tends to get more positive.
Nonetheless, it is important to note that participation of personnel may be obtained in
the form of seeking their views via meetings, questionnaires, workshops, etc.

Moreover; according to the PFMC Law, strategic plans shall be taken into
consideration in the budget negotiations in the Parliament. Although, this statement
enables political ownership and strategic plans to be effective in performance
budgeting system, it is not the case in practice. 75% of participants stated that their
strategic plans are not taken into consideration at all in the budget negotiations held in
the Parliament (Question 14.3).
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8.6.2. Ownership Related to Performance Programs

Ownership is also a crucial factor in performance programming®. From the
perspective of political ownership, performance programs of 77.3% of administrations
are not considered at all in the budget negotiations held in the TGNA or in the
Planning and Budget Committee (Question 14.6).

On the other hand, support of top management is an enabling factor for the
development of performance programs of 67.9% of administrations (Question 10.A.1).
Moreover, participation of the personnel to the performance programming practice has
an enabling effect on the process in only 51.8% of administrations and no effect in
18.5% (Question 10.A.6). Therefore, it can be concluded that ownership could be

properly obtained in performance programming process for some organizations.

8.6.3. Ownership Related to Activity Reports

Political ownership for activity reports is also important in the sense that it
provides supervision and control over the performance budgeting system. However,
activity reports of 75% of administrations are not taken into consideration at all in the
budget negotiations held in the TGNA (Question 14.9). That is, accountability reports
are not audited or discussed by the TGNA.

8.7. Execution of Performance Budgeting Steps

The fact that some administrations are unable to complete the performance
budgeting documents in due time is a sign of problematic situation. For instance,
among 17 administrations, strategic plans of which should cover period of 2010-2014
and should be made public latest in January 2009, only 6 published their plans®.
Besides, approximately 50% of administrations sent their strategic plans to the SPO in
time (Question 1 of 1#3). Moreover, the degree of difficulty faced in the development
of strategic plans and performance programs and whether administrations performed
required steps are also important indicators for the quality of implementation of

performance budgeting system.

% Since forming a team is not mentioned in the related By-Law or Guidebook, the structure of
such a team was not questioned in the survey. Despite the absence of such information, the
effect of performance programming work teams was investigated.

%1 As of 30.12.2009.
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8.7.1. Development of Strategic Plans

The difficulty experienced by the administrations in the steps of the
development of strategic plans varies. Determining stakeholders, vision, mission and
core values of the organizations are evaluated as easy steps for more than half of the
participants (Questions 7.1, 7.3, 7.4 and 7.5). However, doing SWOT analysis
(Question 7.2), determining strategic priorities, goals and objectives (Questions 7.6,
7.7 and 7.8)%2, linking goals and objectives (Question 7.9) and forming the strategies
(Question 7.11) are the steps which are slightly hard for the administrations. On the
other hand, determining performance indicators (Question 7.10) is a very hard step, in
fact the hardest step to perform.

There are some steps that are or can not be performed by majority of the
administrations. 50% of administrations performed feasibility analysis (Question
7.12), and only 33.3% did risk assessment (Question 7.14) with a high degree of
difficulty. These can be evaluated as inadequate ratios. Similarly, recording the
information on strategic plans to e-biitge system is performed by only 45% of
administrations, yet with almost no difficulty (Question 7.15). Moreover, 68.5% of
administrations determined the costs of their objectives, and faced an average degree
of difficulty (Question 7.13).

It is also important to note that 83% of administrations investigated
international best practices, more than half of which found it beneficial (Question
8.C.12). In addition, 81% of them also investigated strategic plans of equivalent
foreign organizations and more than half of them benefited from it (Question
8.C.13)%. These values imply intensive efforts. On the other hand, one administration
under 1#2 interview found the lack of such investigation as a negative factor for its
strategic planning process (Questions 6.C.9 and 6.C.10 of 1#2).

As mentioned before, strategic plans are evaluated by the SPO. The main
topics criticized by the SPO, by order of frequency of occurrence, are (i) current

situation analysis, (ii) objectives, (iii) costing of activities, (iv) strategies, (v)

%2 Based on the correlations shown in Table 3 in Chapter 7, it can be stated that difficulty levels
of determining the strategic priorities, goals and objectives tend to increase/decrease together.

% In addition, based on the correlations shown in Table 3 in Chapter 7, it can be stated that the
effects of the international strategic planning best practices and strategic plans of foreign
equivalent administrations tend to move together.
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performance indicators, (vi) mission and vision, and (vii) the link of strategic plans to
the development plan (Question 3 of I#3). Moreover, strategic plans are also criticized
by the MoF as they include so many and detailed items that they cross the frontier of
performance programs (Question 4 of 1#4).

Therefore, it can be concluded that necessary steps for strategic planning
process could not be performed by administrations properly. Inadequate performance
in these steps, unfortunately and most probably, disables production of performance

programs of high quality.

8.7.2. Development of Performance Programs

All stages of performance programming process are slightly or very difficult
for administrations. Almost half of the administrations found determining the
objectives that will be given priority in the program period among the ones in the
strategic plan slightly hard to perform (Question 9.1).

Similarly, administrative performance targets are determined slightly hardly
(Question 9.2), whereas administrative performance indicators are determined more
hardly (Question 9.3)%*. Administrations found determining the spending units related
to the administrative performance targets slightly hard to perform (Question 9.4).

On the other hand, departmental performance targets and indicators are
determined with more than average degree of difficulty (Question 9.5 and 9.6)%.

Administrations found determining the activities slightly hard to perform
(Question 9.7). Besides, one administration did not determine activities or projects in
the context of performance program (Question 11). Moreover, only 54% of
administrations performed feasibility analysis and faced with high degree of difficulty
(Question 9.9).

Administrations evaluated determining the costs of the activities as a hard task

(Question 9.10) ®°. Besides, the technique used in this stage varies. 11.5% of

% In addition, based on the correlations shown in Table 3 in Chapter 7, it can be stated that
difficulty levels of determining the administrative performance targets and performance
indicators tend to increase/decrease together.

% In addition, based on the correlations shown in Table 3 in Chapter 7, it can be stated that
difficulty levels of determining the departmental performance targets and performance
indicators tend to increase/decrease together.
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administrations determined the cost of all activities by activity-based costing
technique, whereas 38.5% used it for some activities (Question 11)%. 34.6%, on the
other hand, distributed appropriations to the activities by rule of thumb, 11.5% did not
determine the costs and 1 administration did not determine activities at all.

As part of efforts to costing process, expressing the costs of the activities
according to the analytical budget classification (Question 9.11), and determining the
costs of the departmental and administrative performance targets (Question 9.12 and
9.13) are relatively hard stages for the administrations. Nevertheless, determining the
costs of the administrative goals is evaluated as easy, slightly hard or very hard by
almost equal number of administrations (Question 9.14).

93% of administrations prioritized their activities in the performance program.
Yet, it aroused as one of the hardest stages of the performance programming process
(Question 9.8). Only 55.6% of administrations recorded the information on their
performance program to the “e-biit¢ce” system, which is evaluated as a slightly hard
process (Question 9.15).

It is also important to note that 75% of administrations investigated
international best practices, more than half of which evaluated it as a factor of no
effect and only 24% found it beneficial (Question 10.C.10). In addition, 74% of them
also investigated performance programs of equivalent foreign organizations and only
25% of them benefited from it (Question 10.C.11)%. These values imply intensive
efforts; yet they do not have expected effects on the process.

As mentioned before, performance programs are evaluated by the MoF. The
main topics criticized by the MoF are (i) link between strategic plans and performance
programs, (ii) performance targets, (iii) performance indicators, (iv) activities, (V)

costing and (vi) conformance of the contents to the Guidebook (Question 4 of 1#4).

% In addition, based on the correlations shown in Table 3 in Chapter 7, it can be stated that
difficulty levels of costing of activities and representing them according to the analytical
budget classification tend to increase/decrease together.

87 Activity based costing is a cost management technique by which all costs can be directly
related to the products or services and all activities can be related to outputs (Finney 1993).

% In addition, based on the correlations shown in Table 3 in Chapter 7, it can be stated that the
effects of the international performance programming best practices and performance programs
of foreign equivalent administrations tend to move together.
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Therefore, it can be concluded that these are the steps that could not be performed by
administrations appropriately. Inadequate performance in these steps, unfortunately
and most probably, disables production of performance based budgets of high quality

and may misdirect the proper performance reporting.

8.8. Factors Affecting Performance Budgeting Process
The effects of some administrative factors on the implementation of

performance budgeting system are investigated in this part.

8.8.1. Administrative Factors Affecting Development of Strategic Plans

The level of concept of benefits of strategic plans printed in the mind of
administrations is high. 93.8% of the participants (Question 20.1) and both
participants of I#2 interview evaluated preparation of strategic plan as useful for their
administrations.

However, corporate culture was appropriate for and had a helpful effect on
strategic planning process of only 56.7% of administrations (Question 8.A.7).
Moreover, one of the factors stated among the strong reasons for incomplete plans is
the inappropriateness of corporate culture for strategic planning (Question 6.A.3 of
I#2). Therefore, it can be concluded that cultural change required for strategic
management and performance budgeting has not yet been achieved by more than half
of the administrations.

It is also important to emphasize that the inappropriateness of authorization,
duties and responsibilities of administrations for strategic planning is a serious reason
for unfinished plans (Question 6.A.4 of 1#2).

Some enabling factors are the support of top management for 83.8% of
administrations (Question 8.A.1), the qualifications of top management for 91.2%
(Question 8.A.2) and participation of personnel to the process for 70.3% (Question
8.A.6). However, one of the serious reasons for incomplete plans is that participation
of the personnel to strategic planning process is insufficient (Questions 6.A.9 of 1#2).

Strategic planning team of organizations plays a vital role in the process. One
of the factors affecting development of strategic plans is the qualifications and
capacity of the team. Although strategic planning is relatively new concept in Turkey,
knowledge of strategic planning team of 89.2% of administrations related to the

strategic planning has a positive effect on the process (Question 8.A.3). Similarly,
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qualifications of the strategic planning team positively affected the process in 91.7%
of administrations (Question 8.A.4). The size of strategic planning team is another
indicator that should be assessed with their qualifications. Number of personnel in
strategic planning teams positively affected the process of 83.8% (Question 8.A.5).
Therefore, it can be stated that administrations under survey formed their strategic
planning teams appropriately.

On the other hand, both administrations under I#2 interview stated the
insufficient knowledge of strategic planning team related to the process as a strong
disabling factor (Question 6.A.5 of I#2). In addition, one stated the insufficiency of
the qualifications of its team as another factor (Question 6.A.6 of 1#2). Yet, number of
personnel participated in their teams was not significant factors (Questions 6.A.7 and
6.A.8 of 1#2). Consequently, there are some problems related to strategic planning
teams of administrations under I#2 interview, negatively affecting the process.

Having the coordination duty of the process, strategy development units
(SDUs) has a crucial importance. Qualifications of the personnel of the departments
positively affected the process in 91.43% (Question 8.B.1). On the other hand, number
of the personnel of the departments had an enabling effect only for 56.7%, and no
effect for 16.2% (Question 8.B.2). Routine business of the departments negatively
affected the process in 54.1% (Question 8.B.3). The effect of organizational structure
of the departments is positive for 58.3%, negative for 25%, and neutral for 16.7%
(Question 8.B.4). For administrations under 1#2 survey, the most important reason for
incomplete plans is the insufficient number of personnel of SDUs; whereas the
qualifications of the personnel and routine business of the SDUs are insignificant
factors (Questions 6.B.1-4 of 1#2). Therefore, it can be stated that there are some
organizational problems related to SDUSs that disables the success of the process.

Moreover, 86.5% of administrations have technological opportunities that
enabled their strategic planning practice (Question 8.A.8). Fiscal resources, on the
other hand, had a positive effect in fewer (67.5% of) administrations (Question 8.A.9).
Data capacity is also an important factor for administrations and had a positive effect
in 70.3% (Question 8.A.10). Moreover, in one administration under 1#2 survey,
technological opportunities and data capacity are insufficient for strategic planning
(Questions 6.A.10 and 6.A.12 of I#2). On the other hand, inadequacy of fiscal

resources is insignificant for both (Question 6.A.11 of 1#2). Therefore, it can be

106



concluded that such opportunities exist in most administrations; yet they may be

enhanced.

8.8.2. Administrative Factors Affecting Development of Performance Programs

The level of concept of the benefits of performance programs printed in the
mind of administrations is also high. Percentage of participants evaluating the
preparation of performance program useful for them is 85.2% (Questions 20.2). It can
be stated that performance programs are not fully assimilated and accredited as much
as strategic plans yet.

Study team of the organizations worked in performance programming process
has a fundamental role in the process. One of the factors affecting development of
performance programs is the qualifications and capacity of the team. Knowledge of
teams of 71.4% of administrations related to the performance programming has an
enabling effect on the process (Question 10.A.3). Similarly, qualifications of the team
positively affected the process in 71.4% of administrations (Question 10.A.4). Number
of personnel in teams also positively affected the process of 60.7% (Question 10.A.5).
Therefore, it can be stated that some administrations formed their teams properly.

Having the coordination duty, strategy development units (SDUs) are also
important in performance programming process. Qualifications of the personnel of the
departments positively affected the process in 82.1% (Question 10.B.1). On the other
hand, number of the personnel of the departments had a positive effect only for 55.1%,
and a negative effect for 37.9% (Question 10.B.2). Routine business of the
departments negatively affected the process in 60.7% of administrations (Question
10.B.3). The effect of organizational structure of the departments is positive for 46.4%
and negative for 42.9% (Question 10.B.4)%. Therefore, it can be expressed that there
are some organizational problems related to SDUs that disables the success of the
process.

Some other enabling factors for performance programming are the support and

the qualifications of top management for 67.9% and 88% of administrations,

% In addition, based on the correlations shown in Table 3 in Chapter 7, it can be stated that the
effects of the knowledge of the performance programming study team related to the process
and its qualifications tend to move together.
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respectively (Question 10.A.1 and 10.A.2)™. Participation of personnel to the process,
however, is a positive factor for only 52% (Question 10.A.6).

Forming the base for performance programs, strategic plans are essential
factors for performance programming process. Participants stated that the quality of
their strategic plan positively affected the process (Question 10.A.7). Additionally, if
number of goals in the strategic plan is less than or equal to ten, it was a facilitator for
the process; which is the case in 64.3% of administrations (Question 10.A.8).

Furthermore, activity based costing has a crucial importance in the
performance programming process. However, it is not and can not be utilized by 50%
of administrations, which is a negative factor on performance programming process
(Question 11).

Moreover, 82.7% of administrations have technological opportunities that
enabled their performance programming practice (Question 10.A.11).

However, the capacity of the administrations is not sufficient for the
development, track and evaluation of performance. Required infrastructure to obtain
performance data is not available in 41.4% of administrations (Question 10.A.9). This
not only complicates obtaining reliable data, but also negatively affects the quality of
the performance programming process.

Cost accounting, which allows the estimation of the full costs of activities and
should be a tool used in performance programming, can also not be utilized in 70.8%
of administrations (Question 10.A.10). This absence is also a negative factor affecting

the process.

8.8.3. Properties Affecting Development of Activity Reports

The level of concept of the benefits of accountability reports printed in the
mind of administrations is high. Percentage of administrations evaluating the
preparation of accountability report useful for them is 93.6% (Questions 20.3). That
accountability reports was being prepared before administrations have a strategic plan

or performance program as well may be a contributing factor for this high ratio™,

" In addition, based on the correlations shown in Table 3 in Chapter 7, it can be stated that the
effects of the support and the qualifications of top management on performance programming
process tend to move together.
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8.8.4. Review

Based on the correlations shown in Table 3 in Chapter 7, the following
statements can be put forward.

Effects of factors related to Strategy Development Units on strategic planning
and performance programming processes are highly correlated. Therefore, it can be
stated that they affect strategic planning and performance programming processes in a
similar way.

Likewise, effects of external factors on strategic planning and performance
programming processes are highly correlated. Therefore, it can be stated that they also

affect strategic planning and performance programming processes in a similar way.

The Effect of Administrative Properties:

The properties of an administration, such as the strategic planning period,
whether it is an affiliated administration or not, whether it has a provincial
organization or not, the number of its personnel, the amount of its budget, the level of
participation and ownership provided in its strategic planning team, whether
consultants or consulting firms participated in its strategic planning team and the
adequacy of guidance it received from the SPO and the MoF, do not affect the level of
adequacy of regulations assessed by administrations, the level of difficulty in the
processes or the factors affecting the processes. That is, they are not dependent on

those administrative factors.

Difficulty in Strategic Planning Process and Effective Factors:

For almost all of the administrations that found strategic planning process
relatively easy, the effects of the participation of the personnel of the organization to
the strategic planning process and appropriateness of the corporate culture for strategic
planning are both enabling.

On the other hand, for approximately 82% of the ones that found strategic
planning process relatively hard, the effects of the support of top management and the
number of personnel in their strategic planning team are both enabling for strategic
planning process. The same is true for the effects of the support of top management

and political ownership pair.

™ Since accountability reports are not fully linked to performance programs, factors affecting
accountability reporting were not questioned.
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For the ones that found strategic planning process relatively harder, the only
significant relationship is as follows: participation level in the strategic planning team
and participation of the personnel of the organization to the process are both enabling

factors for 50% of them.

Difficulty in Performance Programming Process and Effective Factors:

For 80% of the administrations that found performance programming process
relatively easy, the effects of the qualifications and the knowledge of the study team of
the organization related to performance programming process are both enabling. For
half of them, the effects of the Guidebook for Preparation of Performance Programs,
the events organized by the MoF and the feedback given by the MoF related to the
performance program are all enabling. On the other hand, for more than half of them,
the effects of the absence of cost accounting and a classification for programs in the
analytical budget classification are both disabling.

For half of the administrations that found performance programming process
relatively hard, the effects of the medium term program and medium term fiscal plan
on performance programming process are both enabling.

For almost all of the administrations that found performance programming
process relatively harder, the effects of the development plan and the medium term
program on performance programming process are both enabling. In addition, for
62.5% of them, the effects of the qualifications and the knowledge of the study team

of the organization related to performance programming process are enabling.

8.9. Problem Definition for the Performance Budgeting System

The problems of the performance budgeting system can be summarized as
inadequate and incomplete legislation, incomplete and unclear methodology, weak
coordination and guidance, improper and ineffective implementation and disabling
administrative and external factors. The problems are illustrated in a fishbone diagram
in Figure 5. Therefore, it can be stated that performance budgeting system is not

properly running and that the level of progress is lower than modest in Turkey.
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CHAPTER 9

PROPOSED PERFORMANCE BUDGETING SYSTEM FOR PUBLIC
SECTOR IN TURKEY

Based on the arguments presented in Chapter 8, it was concluded that
performance budgeting system is not properly, effectively and efficiently running in
Turkey. Therefore, efforts should be employed to strengthen and to improve the
system.

In this chapter, proposals both in the strategic level to improve the
effectiveness and in the operational level to improve efficiency of the system are
presented. The reason for the former is that without proper rooting, performance
budgeting system moves away from its use and benefits. The reason for the latter, on
the other hand, may be specified by the following statements of Blondal et al (2003):

“... emphasis also needs to be placed on the mechanical detail of performance
and performance budgeting: obtaining the true cost of delivering services,
selecting and adhering to appropriate measures, creating confidence in the
measures, using performance as an aid for decision-making and using
performance in the regular administrative process.”

The core elements of the proposed system can be summarized as follows: (i)
strengthened national level policy documents in terms of contents and timeliness so as
to provide improved guidance for administrations in the performance budgeting
processes, (ii) restructured and improved performance budgeting documents (tools) in
terms of period of coverage and contents, (iii) strengthened performance budgeting
methodology, (iv) improved and assured quality of performance budgeting documents,
(v) strengthened and clarified relationship between results and resources, (vi) clarified
consequences of met and unmet commitments, (vii) strengthened coordination
between the regulatory administrations and performance budgeting consultancy given
to administrations by them, (viii) strengthened strategy development units, (ix)
strengthened ownership and supervision by the Parliament, (x) established

management information system, (xi) revised way of determination of expenditure
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ceilings, (xii) revised preparation process of performance budgets, (xiii) revised
budget calendar, (xiv) strengthened performance budgeting legislation so as to enable
the previous proposals, and (xv) strengthened complementary legislation for

performance budgeting.

9.1. Strengthening National Level Policy Documents

Main national level policy documents are development programs, medium
term programs, medium term fiscal plans and sector-specific strategy documents.
They should be organized in such a way that administrations will be able to find their
responsibilities within the documents immediately. This can be achieved if national-
level goals and objectives are clearly and properly stated in the documents. Moreover,
some national-level indicators should be determined and published. Even a more
structured system may be formed by specifying the administrations responsible for
achieving goals, targets and indicators in the national level documents. Proposed
system can be illustrated as in Figure 6.

By doing so, administrations will be able to see their highest level goals,
which then enable them to prepare their strategic plans accordingly. Therefore,
alignment of strategic plans to national policy documents can easily be obtained. In
addition, if inter-administrative interactions can easily be seen in national level
documents, it will also be useful for administrations.

In addition, medium-term program prepared by the SPO and medium-term
fiscal plan prepared by the MoF should be combined in and published as a single
document, instead of separate documents. This new document should be prepared by

joint efforts of both organizations.

9.2. Improving Timeliness of Guidance Policy Documents

It is crucial that Medium Term Program, Medium Term Fiscal Plan, Budget
Call and Budget Preparation Guide, Investment Call and Investment Program
Preparation Guide are published in time. The factors causing delays in publish of the
documents should be determined and their effects should be minimized or eliminated
so as to enable timely production of both these national and the administrative

documents.
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In addition, the publish time of the higher level policy documents, especially
sector specific ones, should be before the preparation of the related administrative
strategic plans. This can not be achieved in the first plans. Yet, the guidance may be
provided if the required sector-specific strategic plans will be ready before the

preparation of the second strategic plans of administrations.

9.3. Restructuring Performance Budgeting Documents
Performance budgeting documents; namely strategic plans, performance
programs, budgets and accountability reports should be restructured considering their

period of coverage and contents.

9.3.1. Restructuring the Period of Coverage of Performance Budgeting

Documents

Performance programming process should be redesigned to cover three-year
periods, which will serve for multi-year planning and budgeting approach and provide
alignment with budget preparation process.

Besides, similar to a single document proposal for medium term national
documents; performance programs and budgets of administrations should be prepared
and published as a single document; namely, performance based budgets. Thereby, the
power of the link between performance programs and budgeting can be maximized.
Indeed, this suggestion was also supported by 90% of the participants of the
guestionnaire.

Furthermore, accountability reports should be redesigned to enable coverage
of the previous years’ performance. One way of doing it is to make reports cover three
years. However, it causes repeated representation of performance. Instead, a section,
where results achieved in the previous three years are reported comparatively, may be
added to the reports. Reporting may be dated back to the beginning of the programs,
targets or objectives, if needed. Thus, strategic performance information can be

encapsulated.

9.3.2. Restructuring the Contents of Performance Budgeting Documents
Contents of strategic plans and performance programs should be redefined to
make their boundaries clearer. It should be stated explicitly that goals, objectives,

performance indicators and core strategies, which are the conceptual elements, should
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form strategic plans. Targets, activities and sub-indicators, if any, on the other hand,
should be determined in performance programming process and presented in
performance programs. In other words, strategic plans should answer “what results
administrations aim to achieve?” and “how they will measure their performance?”
questions. They should deal with high level and strategic items. Performance
programs, on the other hand, should respond “what administrations will do to achieve
what they undertook in strategic plans?”” and deal with quantitative items.

Strategic plans should be prepared considering possible revenues of the
administrations in future years. However; since they serve to set priorities and to make
resource allocation accordingly, they should not include detailed cost information.
Therefore, costing of activities should be a task within performance programming
process.

Contents of performance programs or performance-related parts of budgets
should be enriched and well-expressed. First of all, the description and the aim of
performance program should be made clearer for administrations.

In the communiqué related to preparation of detailed expenditure programs,
stating that they should be prepared according to the activities and programs
determined in performance programs will be beneficial to provide the completeness of

top-down planning approach.

9.4. Strengthening Performance Budgeting Methodology
Written guidance documents for performance budgeting are guidebooks
published for this purpose. In order to strengthen the guidance power, they should be

enriched and updated considering the topics stated in detail below.

9.4.1. Strengthening Strategic Planning and Performance Programming
Methodology
Since there are common proposals for strategic planning and performance
programming methodology, they are combined under a single topic. Proposals that are

specific to one methodology are also stated at the end of this part.

Top-Down Planning Approach:

Top-down planning approach should be followed and stressed in the

documents. For instance, in the Strategic Planning Guidebook, administrations should
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be informed how they can cascade from national-level objectives. It should also be
stressed in the performance programming methodology. Administrations should be
guided how they can cascade from administrative goals to activities and task and how
they can ensure the completeness by checking from bottom to up.

Administrations should also be informed about the use of balanced scorecard

approach as a strategic management system to link strategic objectives to actions’.

Prioritization:

Once the hierarchy from goals to activities is established, the next step is the
prioritization of elements of the hierarchy. At this point, information related to
methods that can be used in prioritization of the goals and objectives in the strategic
plans should be conveyed to administrations. Since there is generally more than one
objective that needs to be satisfied, the methods that can be used in this process are
within the multi-criteria decision making methods, some of which are Analytic
Hierarchy Process, Analytic Network Process, ELECTRE, TOPSIS and
PROMETHEE".

Strategic Goals and Objectives:

Administrations should be informed about alternative methods to determine
their strategic issues, goals and objectives; such as the direct approach, goals
approach, vision of success approach, indirect approach, oval mapping approach, issue
tension approach and systems analysis’*. Thereby, administrations will be free to
choose the best method for them.

Administrations should also be informed about the use of gap analysis, which
reveals gaps by comparing desired goals with expected results under status quo, as a
proper tool for strategic planning.

In addition, there should be a notification about the fact that as the number of

goals and objectives in strategic plans increases, the workload faced with in the

"2 Information about the balanced scorecard is provided in Appendix G.

" Detailed information related to Analytic Hierarchy Process and Analytic Network Process is
provided in Chapter 19 and that related to other methods is provided in Appendix G.

™ Information about the approaches, which are proposed by Bryson (2004), is provided in
Appendix H.
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performance programming process also increases. This can be thoughts as a multi-
level pyramid, at the top of which lies the vision and mission of an administration. If
its lower level, which is allocated for goals, is placed with a large angle, it will
possibly continue in the next levels; implying that the administration will eventually
have a wide base consisting of numerous activities and tasks. A notification should
also be placed for indicators.

Moreover, it may be stated that combining elements in smaller set of items
should be considered. In addition, there may be some manuals including quick tips or
decision trees to guide administrations about deciding whether an item has properties

of goals, objectives or activities.

Performance Indicators:

Administrations should be informed about all essential properties of
performance measures.

They should also be informed that progress should be monitored at all levels
of the top-down planning approach, implying that performance indicators may and
should be determined for all levels. It is also important to note that the high-level
indicators; those for goals and objectives that need to be tracked by public, should be
presented in strategic plans. In addition, those for targets and programs should be
placed performance programs, whereas others, such as those for activities or tasks,
may only be reported in other in-service administrative documents.

In addition, administrations should be required to determine the values for
indicators related to goals and objective for the end of the period of their strategic
plans. Yet, they should not be forced to determine the intermediate values, which
should be in practice the task within the concept of performance programming.

Furthermore, there should be an opportunity to define target values for
indicators as a range, if it is not possible or not desired to determine a single ratio. Yet,
administrations should still be warned about the importance and necessity to
determine realistic and challenging targets.

In brief, performance indicators should be properly designed. They should

also be well-communicated with stakeholders of administrations.
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Risk Assessment and Evaluation in Strategic Planning:

That risk assessment and evaluation are executed and included in strategic

plans should also be stated in the related regulation.

Costing of Activities in Performance Programming:

Costing activities is the core of the budgeting process held within the concept
of performance programming. In many cases, costs can not be directly calculated,
since it involved uncertainty, and predictions need to be used.

Yet, it is preferred if full costs can be determined. In order to enable
determining real and full costs of activities, activity based costing (ABC) should be
utilized by administrations. In order to fully and properly implement ABC, budget
reporting should be restructured as activity-based. If full implementation of ABC can
not be done immediately, there may be pilot years where it is partially implemented.

If the current costing structure and methodology of the performance
programming is kept using, there should be some revisions to enable proper costing.
In this context, separation of all general and administrative (G&E) expenses’ from
cost of activities, as in the current methodology, may disable the full costing of
activities. Therefore, the portion of such expenses that are related to activities should
be included in their costs. To facilitate it, G&E expenses should be analyzed in order
to determine the “assignable” costs, which are directly related to and vary with
products or services, and “true” costs, which are independent of products or services
(Finney 1993). Thereby, assignable costs can be included in the costs of related

activities.

Feasibility Analysis in Performance Programming:

That feasibility analysis is needed for determining and selecting activities to
be performed within the context of performance programming should also be stated in

the related regulation.

Scenario Planning in Performance Programming:

Possible scenarios under possible budgets should be prepared by

administrations for some reasons. For instance, there are usually changes in the

™ The term used in the Guidebook for Performance Programs is “general administrative
expenses”. The term used in the literature, on the other hand, is “general and administrative
expenses” (Finney 1993).
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appropriation amounts during the budget process. In addition, costs of activities are
predicted for an uncertain future. That is, realized cost may be different; which implies
that administrations should be prepared for situations caused by possible deviations

from predictions.

Update of Performance Programs:

Possible methodologies that can be used for update of performance programs
should be determined by the MoF, academicians or practitioners and well-
communicated with administrations. One alternative method is to prioritize elements
of performance programs and make budget allocation accordingly, provided that true
cost of elements can be obtained. The method proposed for this purpose in this study

is expressed in detail in the next chapter.

9.4.2. Strengthening Budgeting Methodology
Budget Ceilings and Allocation of Funds:

Budget ceiling determined in the Medium Term Fiscal Plan are based on the
first level economic code of analytical budget classification and on administrative
basis. Therefore, administrations formally have authorization to distribute their budget
to their spending units. Administrations should be informed about this flexibility
emphasizing the allocation of funds may be based on planned or achieved
performance of spending units. Thereby, they will be able to make administrative

allocation efficiency.

The Link between Strategic Plans, Performance Programs and Budgets:

The link between strategic plans, performance programs and budgets should
be strengthened by joint efforts of regulatory and implementing administrations. In
determination of budget proposals, administrations should take their strategic plans
and especially performance programs as the base. Suggestions about a single
document structure for performance programs and budgets will most probably
strengthen this link.

In addition, strategic plans and especially performance programs should be
considered, even be among the determining factors for in budget determination, if the
system tried to be implemented in Turkey is more than performance-informed

budgeting.
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The alignment of strategic plans and budgets has a vital importance in
implementation side as well. Administrations should be informed about the use of
cascade performance budgeting, which is a proper way for the calculation of the costs

of objectives and enables the integration of strategic plans and budgets’.

Budget Negotiations:

There should be written rules and procedures to guide budget negotiations
between the administrations and the MoF and the SPO. From the perspective of
objectivity, the factors considered in budget cuts or increases, their effects and
possible flexibilities in implementation should be properly determined. From the
perspective of transparency, they should be made public and well-communicated with

administrations.

9.4.3. Strengthening Accountability Reporting Methodology

The format of the accountability reports should be aligned with that of
performance programs. Achievement levels of performance indicators of targets and
programs should be placed in accountability reports, whereas those of others, such as
for activities or tasks, may only be reported in in-service administration reports. They
should also include some snapshots of core performance data. It is important that
reports should display both good and bad performance and they should be clear and
understandable for readers.

Based on the opinion that each country has its own requirements and needs,
doing a survey related to the contents and format of accountability reports may be
beneficial. The target audience of the survey should include the Parliament and
especially, the Plan and Budget Committee, the Turkish Court of Accounts, the MoF
and the SPO. In addition, it may be useful to take the views of administrations related
to the availability of information to be presented in accountability reports. The results
of the survey should be used to determine the contents and format of reports. Thereby,
both the quality of information reported and readability of documents can be

increased.

"6 The method, which is developed by John Mercer (2003), is explained briefly in Appendix H.
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9.5. Improving and Assuring the Quality of Performance Budgeting Documents

The quality of information presented in the strategic plans, performance
programs and accountability reports is crucial for the success of performance
budgeting. Parameters that will be used for the assessment of the documents as well as
the assessment methodology; that is, how the parameters will be interpreted, should be
clearly defined and well-communicated with administrations. There should be a
proper assessment structure that is responsible for providing quality assurance of

performance budgeting documents.

9.5.1. Improving and Assuring the Quality of Strategic Plans

Conceptual consistency and completeness of top-down planning approach in
strategic plans should be assured by the SPO. Conformance of strategic plans to the
development plans, programs and other related documents should be controlled.
Moreover, all strategic plans should be evaluated together as well considering
administrative interactions so as to identify whether national-level objectives can be
achieved when related administrative goals are achieved. If there occurs a problem,
revisions should be made in strategic plans.

Conceptual consistency within the components of strategic plans of
administrations; namely, mission, vision, goals and objectives, should also be assured
both by the SPO and the administrations. Therefore, it is recommended that evaluation
of strategic plans be done by the related SPO expert and the strategic planning team or
the strategy development unit of the administration together.

The properness of strategic plans should be assessed by using an enriched and
a standard check list. Some questions that are recommended to be added to the current

check list are shown in Table 16.

9.5.2. Improving and Assuring the Quality of Performance Programs
Performance programs, their relation to strategic plans and administrative
interactions should be carefully followed and controlled by the MoF.
The properness of performance programs should be assessed by using a
standard check list. Some questions that are recommended to be used in the list are

shown in Table 17.
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Table 16: Proposed check list for evaluation of strategic plans

Evaluation Area  Questions

Cor.15|stency with Do administrative goals provide accomplishment of related national-
national-level S
. level objectives?
policy documents
Curren'g Situation Did administration performed risk assessment and evaluation?
Analysis
Mission, Vision, What is the number of goals? Is it too much to manage?
Goals and What is the number of objectives? Is it too much to manage?
Objectives Is there at least one objective for each goal?
Avre there indicators for all objectives?
Are indicators adequate to sufficiently represent and to track the
Indicators improvement in elements?
Are indicators SMART, CREAM, consistent, repeatable, controllable
and meaningful?
(Internal) Are administrative objectives together sufficient to reach to the related
Consistency administrative goals?

Only questions that are not currently in the list used by the SPO for evaluation of strategic plans are

presented.

Table 17: Proposed check list for evaluation of performance programs

Consistency with
strategic plan of
the administration

Evaluation Area  Questions ~

Do targets provide accomplishment of related administrative
objectives/goals?

Avre there indicators for all objectives?

Are indicators adequate to sufficiently represent and to track the
improvement in elements?

Requirement

Indicators Are indicators SMART, CREAM, consistent, repeatable, controllable
and meaningful?
Avre the annual targets for all indicators?
Internal Avre activities together sufficient to reach to the related targets?
Consistency Are targets collectively sufficient to achieve the related objectives?
Objectives, What is the number of objectives/targets? Is it too much to manage?
Targets and What is the number of activities? Is it too much to manage?
Activities Is there at least one activity for each objective/target?
Resource Is the total resource requirement stated in the performance program

aligned with the one in the budget proposal/draft/law?

Conformance to
the Guidebook

Do the contents of performance program meet the areas stated in the
Guidebook?

Are all necessary tables presented in the performance program?

Questions that are currently in the list of the MoF for evaluation of performance programs are not
obtained. Therefore, all recommended questions are presented in the table.

123



9.5.3. Improving and Assuring the Quality of Accountability Reports
Accountability reports should be assessed by the MoF, considering their
relation to performance programs and the purpose of accountability. The
appropriateness of accountability reports should also be assessed by using a standard
check list. Some questions that are recommended to be used in the list, from the

perspective of performance budgeting, are shown in Table 18.

Table 18: Proposed check list for evaluation of accountability reports

Evaluation Area  Questions |

Does the report provide comparison of planned and achieved status for
all performance indicators?

Are the planned levels/targets of performance indicators presented in
the report the same as the ones in the performance program of the
administration?

Does the report provide explanations for all unmet targets?

Is there a summary part for performance of the previous three years?
Is the available budget amount of the administrations stated in the
report aligned with the Budget Law of the year?

Do the strengths, weaknesses, opportunities and threats (SWOTS)
represented?

Is there an assessment for determined SWOTS?

Is there an assessment related to the performance information system?

Consistency with
performance
program of the
administration

Contents

9.6. Strengthening and Clarifying the Relationship between Results and
Resources

The link between budget proposals and potential performances or results
planned to be achieved can be defined as an ex-ante link. The link between results
achieved and resources given, on the other hand, is an ex-post relation.

Effective communication of corporate strategy should be in place to
strengthen the ex-ante link between results and resources. If personnel responsible for
budgeting do not know strategy and plans well, they can not be able to prepare
budgets accordingly; which makes well-communicated strategy and plans as the most
important prerequisite for the link. In this context, participatory manner taken in
preparation of strategic plans and performance programs most probably provides some
personnel to be aware of the administrative level priorities. In addition, some
informative seminars may be organized, via which personnel are informed about the

strategic plan and performance program of the administration. Furthermore,

124



establishment of work groups in spending units is important to obtain a well-
communicated strategy. Those groups, that may be called mini-SDUs, should be
responsible for the whole functions related to strategic management and performance
budgeting and be in close connection with the SDUs. Therefore, potential lack of
connections between performance budgeting documents, especially between
performance programs and budgets, may be prevented.

Analytical budget classification system should be restructured to obtain ex-
ante relation and to provide data for ex-post relation. It should be designed in such a
way that specification of goals, objectives, targets, programs and even activities
should be enabled. Utilization of program classification in the current classification
system is recommended for this purpose’”.

There are alternative ways for reorganization of analytical budget
classification. Program classification may be added to analytical budget classification
as a separate part. There should be at least five levels in order national-level goals and
objectives, and administrative goals, objectives and activities/programs to be specified
properly. Administrative topics should be specified separately for each administration.
In addition, administrations themselves should be responsible for and authorized to
revise the topics in order to enable flexibility and to reduce bureaucracy. The sixth
level may be added for indicating tasks; yet it may be used optionally. Such a
classification enables ex-ante linking of appropriations to outputs, outcomes and
results properly.

Alternatively, functional classification part of it can be used for this purpose,
since its first level is already used for services provided by government and second
level is for programs. Yet, it is currently used for specifying type or name of the
services; not their purpose. In addition, there is currently no guidance or directive for
its utilization for presenting aim.

It is important to note at this point that national-level goals will most probably
be related to the services of government, which are already determined in the

functional classification. Therefore, it will be more beneficial if functional and

" Indeed, Robinson (2002) urged the use of results-based expenditure categories, such as
programs or output groups, as a crucial part of any best practice model of performance
budgeting. In fact, “[a] programmatic classification is considered to be more supportive of the
allocative (priority-setting) function of the budget than a classification which is largely based
on inputs” (Kraan 2007).
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program classifications are linked. This may be obtained by enhancing the functional

classification with an addition of levels. New structure may be designed as shown in

Figure 7.

{(optional)

goals
objectives
goals
objectives
targets

+National-level

+National-level

+ Administrative
+ Administrative
+ Administrative
* Activities/

Programs

*Endtasks

* Services

Figure 7: The structure of the proposed functional classification

9.7. Clarifying Consequences of Met and Unmet Commitments

It is important to define the consequences of met and unmet commitments,
such as goals and performance targets. There may be some sort of reward mechanism
for met and over met commitments. Conversely, some penalty or sanction
mechanisms may be utilized for unmet commitments. There may also be hybrid
systems where both rewards and sanctions are employed. The choice related to the
best method may depend on the corporate culture and therefore may change from one
administration to another.

No matter which method will be used, control mechanism should be in place
to assure the proper assessment. Thereby, personnel of the administrations recognize

that actions will have consequences, which may make easy to provide their motivation

and ownership.

9.8. Strengthening Coordination and Consultancy

The twofold regulatory bodies in the performance budgeting system, the MoF
and the SPO, needs to be restructured. Establishment of a single unit that will be
responsible for the whole system is proposed. There may still be separate sub-units
responsible for sub-functions, such as performance programming, budgeting,
accountability reporting, etc. The benefit of such a single unit is that powerful

coordination required for proper running of the system can be obtained. Since
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functions related to budgeting, performance programming and accountability reporting
are already among the responsibilities of the MoF, the duty for strategic planning
functions may also be charged to this administration. Moreover, in such a case, the
tasks related to investment budgets should also be assigned to the MoF.

An administrational expertise structure utilized in the MoF should be
strengthened to enable expertise in the whole performance budgeting system. The
structure should be constructed in such a way that an expert, who may be called
‘Public Performance Budgeting Expert’, will be responsible for all functions of an
administration related to performance budgeting; namely, strategic planning,
performance programming, budgeting and accountability reporting. Furthermore, it
will be beneficial if experts work with administrations one to one as part-time
consultants. Thereby, effective communication and coordination between the
regulation unit and administrations can be achieved.

If the ‘single authorization unit’ proposal is considered; the assessments
expressed in the “Improving and Assuring the Quality of Performance Budgeting
Documents” part should be in the responsibility of that unit.

In addition, establishment of a coordination division that is responsible for
tracking, controlling and improving the overall effectiveness and efficiency of the
system will also be beneficial. It should be organized within the proposed single unit
and be in close connection with implementing administrations in order to receive their
problems, opinions and comments. Thereby, continuous improvement of performance
budgeting system can be achieved.

The quality of the events organized by the regulatory unit related to
performance budgeting processes should be of high quality to meet the needs of
administrations. They may be organized by the coordination division based on the
feedback received from administrations and Public Performance Budgeting Experts.

Initially, the events should focus on the problematic areas that are hardly done
by administrations and criticized in the evaluations frequently. Those related to
strategic plans are link of strategic plans to the development plan, current situation
analysis, properties of mission, vision, objectives, performance indicators and
strategies, determining performance indicators and targets, performing risk assessment
and evaluation. Those related to performance programs are link of performance

programs to the strategic plans, determining performance indicators, determination,
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and prioritization of activities, activity based costing and performing feasibility

analysis.

9.9. Strengthening the Strategy Development Units

Number of the personnel working for the strategy development units should
be increased in the administrations that evaluated the current number as a non-positive
effect on performance budgeting processes. An important point to be considered in
this suggestion is that the qualifications of the personnel to be hired should be as high
as those of the available personnel. In other words, the qualifications of the current
status of the SDUs should be maintained. Therefore, selection or personnel for SDUs
should be carefully done concerning the vital qualification, such as ability to analytical
thinking, organize and coordinate others, being good at team work, strategic
management and project management.

Moreover, routine businesses of the SDUs, such as budget execution practices
and ex-ante control of expenditures, should be organized in such a way that they
should not disable proper implementation of strategic management and performance
budgeting functions. One way of decreasing the work load caused by budget
execution-related tasks may be to inform other departments of administrations about
budgeting concepts to make them capable of solving some of their problems on their
own. Alternatively, an online mechanism may be established where some sort of an a-
z index of concepts and frequently asked questions and answers may be represented.
In order to reduce the work load for ex-ante control of expenditures; the minimum
limit, above which expenditures to be controlled may be re-determined. The new
bottom line should be agreed on considering the findings of risk assessment to be done
for the current expenditure documents. That is, it should be found out that expenditure
of above which level involves intolerable risk and to be carefully followed.

Organizational structures of the SDUs should also be redesigned to enable
proper functioning of departments. Duties of the departments should be clarified first
and only then organizational structure may be redesigned accordingly. It is important
in doing so to assign strategic planning, performance programming, budgeting and
accountability reporting functions into a single partition. Within that partition, an
expertise system, like the one utilized in the MoF, may be established for spending
units, according to which each spending unit is in the responsibility of an expert.

Therefore, the whole performance budgeting functions of spending units can be
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coordinated, guided and controlled centrally. Other functions of the SDUs; such as
budget execution including ex-ante control of expenditures, internal control, and
management information systems may be assigned to separate divisions.

Since the role of the SDUs in budgeting is to coordinate and guide the
departments and to perform performance budgeting functions at administrative level
appropriately, employing some personnel as budget analysts may be beneficial.

Since performance budgeting functions is in fact the responsibility of spending
units, establishment of work groups in spending units is also important in this context
as well. Thereby, potential lack of connections between performance budgeting
documents, and between departments and SDUs may be prevented. In addition,

standardization of studies and documents may be obtained.

9.10. Strengthening Ownership of and Supervision by the Parliament

Establishment of budget sub-committee and final accounts sub-committee
under the Plan and Budget Committee is envisaged in the draft text related to the
Parliamentary Law’®. Thereby, the former one will be responsible for investigation of
budget-related documents, whereas the latter for General Conformity Statement,
reports prepared by Turkish Court of Accounts, final accounts and accountability
reports. In addition, permanent specialized committees are also intended to be
integrated into the process via enabling them to investigate and report on budgets,
final accounts and accountability reports of administrations’.

The structure intended to be established is found as beneficial for providing
improvement of efficiency of the negotiations. However, performance programs of
administrations are not stated in the proposed regulation. It is recommended that they
be also investigated by the permanent specialized committees and the budget sub-
committee.

In addition, it would be beneficial if strategic plans, performance programs,
budgets and accountability reports of administrations can be investigated by a unit and

presented to the Committee in the form of encapsulated information®.

"8 The regulation is stated in the Article 40 of the draft text.

™ The regulation is stated in the Article 39 of the draft text.
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9.11. Establishing a Management Information System

Systematic management of performance information should be obtained
properly. Therefore, there should be a performance information system utilized by
administrations. Besides, it should enable gathering, processing and reporting of data.

In fact, such a system should involve all items related to performance
budgeting. Therefore, it should have data from national-level goals to administrative
tasks. For this reason, it should be an integrated system that can be used for all
administrations and managed centrally. There should be a module for national-level
items, a module for strategic management logic of each administration, which should
also include sub-modules for strategic plans, performance programs, budgets —or
performance based budgets, and accountability reports. Data flow should easily and
accurately be made between the modules in order to prevent performing any
transaction more than once. In addition, past data should be kept in the system to
provide incremental track of operations.

Thereby, the conceptual logic from national-level goals to activities of
administrations can be constructed properly. Moreover, full cost of elements can be
calculated from its lower level elements, provided that true costs are determined and
entered to the system correctly.

Moreover, programs or projects that are carried by more than one
administration can also be easily followed and managed, since the system involves all
administrations and their performance budgeting-related works.

The system should also enable quick reporting at any level. Besides, it will be
beneficial if there are both predetermined reports to provide standard reporting by all
administrations and specific reports to meet administrative-specific reporting needs.

In addition, some control points may be added for questioning the links
between the elements of the top-down planning approach for the purpose of providing
consistency and completeness. It may also make it easier for authorized
administrations to evaluate performance budgeting documents, to report results, to
provide feedback and to compare administrative practices. Some other control points
that prevent administrations from demanding in excess of appropriation ceilings may

be put into practice.

8 Yet, comments about the structure, properties or functions of the unit are beyond the scope
of this study.
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Such a system may be enriched by addition of some programs that may work
within the infrastructure. For instance, there may be some modeling programs serving
as a decision support tool for prioritization among elements, such as goals, objectives,
programs, and optimal allocation of funds to administrations and spending units. It
should be fed by data about total budget available, administrative elements and
budgets, etc. Integration of the model proposed in the next chapter to such a system
will be beneficial.

Moreover, the system should enable following tasks on personnel level and
have an integrated module for follow-up work and personnel performance
management system.

The authorization of a management information system should be similar to
that of the e-biit¢e system, in which each administration is authorized for its own
conceptual structure, while regulatory administration(s) can follow and supervise all

others.

9.12. Revising the Way of Determination of Expenditure Ceilings

Administrations should have a role in determination of their expenditure or
appropriation ceilings since they guide the preparation of their budget. Strategic plans
and performance programs should also be integrated into this practice.

In this discussion, appropriation ceilings refer to the limits for the
appropriation proposals of administrations determined based on the first-level
economic code of analytical budget classification. Therefore, the overall restriction on
total government expenditure and the way of its determination is not treated. The
concern is the allocation of the total expenditure limit to administrations.

One way of doing this is to call administrations for determining the real
budget need at the very beginning of the top-down budget preparation process. At this
step, administrations should be obliged to justify their needs based on their strategic
plans and performance programs. Doing so will enable the MoF and the SPO reveal
the overall budget requirement. Moreover, once the goals and outcomes planned to be
achieved via requested appropriations are known, they can be prioritized by authorized
bodies (for instance, Council of Ministers or Plan and Budget Committee).
Afterwards, budget ceilings can be determined based on prioritization. Consequently,
participation of administrations and integration of their budget-related documents into

the process can be obtained.
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9.13. Revising the Preparation Process of Performance Budgets

As mentioned above, in order performance programs or performance based
budgets of administrations to be considered in determination of expenditure ceilings,
administrations should be liable to prepare them in advance. Proposals at this step may
be called as the first version. After the expenditure ceilings are determined,
administrations should be liable to update their proposals accordingly. Proposals at
this step may be called as the second version. Briefly, administrations become
responsible to prepare an additional version of performance program proposal.

In addition, in order detailed expenditure programs to be published before the
beginning of the fiscal year, they should also be prepared by administrations in

advance. A proper timing for preparation of DEPs may be the draft budget law step.

9.14. Revising the Budget Calendar

The calendar for the preparation and approval of the Central Government
Budget Law should be altered to consider performance programs or performance
based budgets of administrations in determination of expenditure ceilings and to allow
administrations a reasonable period of time to prepare their first and second budget
proposals appropriately. In addition, the Parliament should be given a reasonable
period of time to investigate all budget documents, including detailed expenditure
programs, to enable the budget being approved before the start of the fiscal year.

Another point needs to be considered at this step is that more time and
attention should be given to the discussion of accountability reports in the Parliament.
Separation of their discussion from the budget discussions via change in the period
can be handled as an alternative. Even, it may be argued that accountability reports
should be investigated before the publication of Medium Term Fiscal Plan, where
appropriation ceilings of administrations are determined.

The constraint in this revision is that the Parliament closes down a vacation on
July the 1* and that the legislative period begins on October the 1%, according to the
Parliamentary Law.

Based on the abovementioned proposals, the budget calendar may be revised

as shown in Figure 8.
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9.15. Strengthening Performance Budgeting Legislation

The Public Financial Management and Control Law needs to be revised to
reflect the changes stated in the previous parts. Secondary and tertiary legislation
should also be updated accordingly.

The cornerstones of the budget calendar are defined in the PFMC Law. The
revised dates for the budgeting procedure should be reflected to the Law.

The By-Law on the Procedures and Bases for Strategic Planning, the By-Law
on the Preparation of Performance Programs of Public Administrations and the By-
Law on the Preparation of Accountability Reports of Public Administrations should be
revised to reflect methodological changes to legislation and to make documents
aligned with each other.

The By-Law on the Procedures and Bases for Strategic Planning should
include clear and understandable information about how strategic plans are prepared
according to national level policies and how inter-administrative interactions, which
will already be found in national level documents, are reflected to the plans.

Moreover, the method of the evaluation of strategic plans by the SPO should
be mentioned in detail as well as the binding effect of the evaluation results.

The By-Law on the Preparation of Performance Programs of Public
Administrations should be revised to make performance programs cover medium term
period; that is, three years. The level of consideration of performance programs in the
budget negotiations held with the MoF and the SPO should be clearly stated as well as
their effects in budget allocations.

In addition, in documents related to budgeting; such as Budget and Investment
Calls, the link between performance programs and budgets should be stressed
including some guidance for methodology.

If a performance budget structure is intended to be implemented, related By-
Laws and regulations should also be restructured accordingly.

Moreover, there should be a statement about the fact that detailed expenditure

programs should be prepared based on performance programs of administrations.

9.16. Strengthening Complementary Legislation for Performance Budgeting
In order to strengthen the human resources management, to align it with
performance budgeting system and to provide ownership and participation in higher

levels, the Law on Civil Servants, which regulates public personnel regime, should be
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revised. Moreover, the revised regulation should be designed in such a way to enable
utilization of a professional performance evaluation and management system for civil
servants after proper implementation of performance budgeting system is achieved. In
fact, this proposal was supported by most of the participants of the questionnaire. It
will be beneficial from the perspective of ownership and responsibility if there is a
mechanism that links some portion of the salary of the top management of the
administrations and the heads of the spending units to the achieved performance.

Furthermore, the Law on the Turkish Court of Accounts should immediately
be discussed and revised to enable the TCA to make performance audits more
suitably. Moreover, how the problems and findings in the reports of the TCA are dealt
with and how they are binding should be made clear.

Some additional detailed proposals may be put forward related to the

personnel regime and external audit system. But, it is out of the scope of this study.
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CHAPTER 10

PROPOSED METHOD FOR UPDATE OF PERFORMANCE PROGRAMS

Administrations face some challenges in performance programming process.
First of all, administrations determine their goals and objectives that serve to them in
strategic planning process. Then, there arises a need for administrations to prioritize
their objectives in the strategic plan in order to determine the ones to be performed in
the performance program year. At this point, it becomes necessary to objectively
specify the importance of goals for the vision and mission of the administration and
those of objectives for the goals. (Challenge 1)

Afterwards, they determine the targets and activities so as to achieve their
objectives; which is followed by costing of activities. The process up to this point is
related to construction of the logical chain from goals to activities. The sample
hierarchical structure shown in Figure 9 is more or same for strategic plans and
performance programs of many administrations.

After comes a resource allocation process that includes a decision point in the
corporate level about how much money should be allocated to which targets, activities
and tasks. That is; there is again a prioritization procedure, by which the importance of
performance targets for the objectives and the importance or contribution of activities
for targets should be determined by administrations. (Challenge 2)

The following process is to prepare budget proposals needed to accomplish
the activities so as to achieve desired levels. This step also corresponds to preparation
of performance program proposals. Administrations, at this point, may choose to
demand all amount of funds required to complete all activities so as to aim at full

performance level. In this case, there is no need to work with modeling.
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sub-activities or tasks in the lowest levels.

Figure 9: A sample hierarchical structure for strategic plans and performance
programs

They may simply demand calculated activity costs together with general and
administrative expenditures of spending units and appropriations to be transferred to
other organizations. On the other hand, if they choose to stay within the expenditure
ceilings or a proper multiple of it, yet under the real budget requirement of
performance programs, they have a resource allocation problem. Decision makers
should have some alternatives for budget proposals and achievable performance levels
corresponding to them in order to decide on amounts to be demanded. (Challenge 3)

In addition, performance programs have to be revised if a change occurs in the
budget appropriations during the budgeting process. This should be done in the
spending unit level and then aggregated to the administration, since the budgets are
negotiated, drafted and approved based on spending units in budget draft and budget
law stages. In these steps, budget allocated to activities should be revised and aligned
with the available budget of the unit considering the target performance levels.
(Challenge 4)

In short, there are challenging processes in prioritizing elements of plans and
programs, and preparing and updating performance programs. However, as stated in
Chapter 7, the methodologies that can be used in these steps are leaved to the
administrations. Since the issues are not clear, there is no common methodology used

by administrations.
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In this chapter, a model is proposed for the update of performance programs,
which is the challenge 4. Other challenges are discussed in the next chapter as future

studies.

10.1. Framework of the Proposed Solution
The relative importance or weights of the elements and criteria have crucial
importance in the proposed solution. The other vital element of the proposal is the

resource allocation process. Information about the processes is given below.

10.1.1. Prioritization Stage

One Criterion Case:

In prioritization processes, the elements can be assessed considering their
contribution to or the importance for the related higher level element in a hierarchical
structure, which becomes the only criterion to be used. In such cases, the weights of
elements can be determined simply by pair-wise comparing them based on their
contribution to the higher level element. This method is used for determination of the
importance of the targets for the goal in this study.

Multiple Criteria Case:

If there is more than one criterion to be used in prioritization, possible
techniques that can be used in this process are within the concept of “multiple criteria
decision making”®".

In determining the criteria that can be used for evaluating goals and objectives
in strategic plans or activities in performance programs, one may be inspired by the
balanced scorecard approach developed by Kaplan and Norton (1992), which is a
multi-criteria framework to articulate strategies of an organization and to carry out
performance evaluation (Leung et al. 2006)*. The evaluation measures used in this
method are financial, customer, internal business process, and learning and growth

perspectives. Sub-criteria can also be determined and used.

8 The properties and uses of some multi-criteria decision making methods are expressed
briefly in Appendix G. Their applications related to the topic of this study found in the
literature are also summarized in the Appendix.

8 Information about this approach is given in Appendix G.
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In a multiple criteria case, there is also a need to determine the relative
importance of them. The criteria that can be used in the models are generally
qualitative; hence judgmental and difficult to measure directly. The common
evaluation techniques of criteria are ranking, rating and scoring. That is, criteria can be
directly assigned by importance or weight values. Yet, if it is not so easy to do so, a
more structured technique may possibly be needed.

The analytic hierarchy process (AHP) or the analytic network process (ANP)
can be used in prioritization of the criteria and the elements of performance programs,
since they are the suitable ones for the structure of the problem. These are multi-
criteria decision making techniques that were first proposed by Saaty (1980). Since
they are highly related, it is worth to explain first the AHP briefly and then the AHP.

AHP constructs relative ratio scales associated with the priorities for the
various items compared (Altuzarra et al. 2007, Saaty 1990) and decomposes a
complex problem into a system of hierarchies (Triantaphyllou 2000). In this process,
firstly, the decision problem is represented as a hierarchic structure, the element at the
top of which is the main goal of the problem, the bottom ones of which are the actions
and in-between ones of which are the criteria (Altuzarra et al. 2007, Vincke 1992,
Saaty 1990). Then, at each level of the hierarchy, a pair-wise comparison of the
elements is done in terms of preference or importance ratios on a fundamental
numerical scale proposed by Saaty (Altuzarra et al. 2007, Vincke 1992), which is
shown in Table 19. In calculating the overall contribution of alternatives to the main
objective, AHP uses the weighted sum method of the relative values of alternatives
(Triantaphyllou 2000).

Table 19: Scale of relative importance used in the AHP and the ANP

Importance value Definition Interpretation
1 Equal importance Two alternatives have equal importance.
3 Moderate One alternative is slightly favorable over / more
importance important than the other.
. One alternative is strongly favorable over / more
5 Essential or strong | .
important than the other.
7 Importance One alternative is strongly dominates / much more
demonstrated important than the other.
9 Extreme (Absolute) c?t?]iralternative has absolute dominance over the
2,4,6,8 Intermediate values | When compromise is needed.
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The analytic network process, on the other hand, “provides a general
framework to deal with decisions without making assumptions about the independence
of higher level elements from lower level elements and about the independence of the
elements within a level” (Saaty 1999). It uses a network structure considering
influences, instead of specifying levels as a hierarchy; thus it goes beyond the AHP
(Saaty 1999).

The ANP has two parts that are “a control hierarchy or network of criteria and
sub criteria that control the interactions” and “a network of influences among the
elements and clusters” (Saaty 1999).

The steps of the process can be summarized as follows (Saaty 1999): (i)
control hierarchies including their criteria for comparing the components of the system
and their sub-criteria for comparing the elements of the system are determined, (ii) the
clusters of the system with their elements are determined for each control criterion or
sub criterion, (iii) the approach to be followed in the analysis is determined
considering that a cluster or element is influencing or being influenced by other
clusters and elements with respect to a criterion, (iv) pair-wise comparisons are
performed on the clusters for influences, with respect to each criterion, (v) pair-wise
comparisons are performed on the elements within the clusters themselves considering
the influences with respect to a criterion or sub criterion of the control hierarchy, (vi) a
super matrix is constructed for each control criterion by laying out the clusters and all
the elements in each cluster and entering the priorities obtained from the pair-wise
comparisons in the appropriate position as sub columns of the corresponding column
of the super matrix®, (vii) the limiting priorities of each super matrix is computed
according to whether it is irreducible or reducible and whether the system is cyclic or
not, (viii) the limiting priorities are synthesized for each control hierarchy by
weighting each limiting super matrix by the weight of its control criterion and adding
the resulting super matrices, (ix) the results from the control hierarchies are
synthesized and the highest priority alternative or the desired mix of alternatives is
read off.

The scale used for pair-wise comparisons in the ANP is the one that is also
used in the AHP and shown in Table 19.

% Relative weights obtained from pair-wise comparisons are put in a matrix, which is called
unweighted super matrix. Then, weighted super matrix is obtained by multiplying the elements
of unweighted super matrix by related cluster weights of criteria.
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It should be noted that if there is a hierarchical structure between objectives,
criteria and activities, AHP may be utilized. On the other hand; whenever there are
dependencies between activities, between objectives, between criteria or sub-criteria,
ANP should be utilized to handle the relationships.

Since there are relations between the criteria in this study, ANP is used, in
which the balanced scorecard perspectives are used as criteria. The activities become

alternatives in the processes to be evaluated using the criteria.

10.1.2. Resource Allocation Stage

In this stage, available budget of a spending unit should be allocated to its
tasks of activities considering the target performance levels. Since there is generally
more than one target to be attained, multiple-objective linear programming approach is
suggested for this stage. Priorities or importance values of activities and targets are
among the inputs of the model, the aim of which is to minimize the weighted sum of
the deviations from the performance targets without exceeding the total amount of
budget available.

In brief, a method involving two stages, namely determining priorities via
single criterion or multi-criteria decision making techniques and use of multiple-
objective linear programming with integrated priorities, is proposed for update of

performance programs.

10.2. Resource Allocation Model for Update of Performance Programs

The model is constructed for update of performance program data of spending
units. It gives the amount of budget allocated to the tasks that are serving to the
activities of the unit. The method is consistent with the logic behind zero-based
budgeting, since it assumes that there are no resources allocated to tasks originally and
makes allocation to them according to their contribution to the activities and
performance. It can be used in both budget increases and decreases.

The solution obtained via the model can be used together with the general and
administrative expenditures of the unit and appropriations to be transferred from the

unit to other organizations to obtain the amounts in the budget draft or law.

141



10.2.1. Assumptions of the Model

The current structure and methodology is taken as the base for the model. The
model is constructed for spending units and for one year, which is the performance
program period and the budget year. As in practice, at draft budget or budget law step
of the process, total budget of an administrations have already been divided into sub-

budgets for spending units in the model.

Assumption 1:
The budget of the spending unit is taken as fixed in terms of the second level

economical code of analytical budget classification, as in practice. What is more,
general and administrative expenditures of the unit and appropriations to be
transferred to other organizations are determined before the process. Therefore, they
are excluded from the total demandable budget and the rest is used as the available
budget parameter of the model. For this reason, by default, codes for personnel
expenditures and expenditures to social security institution are not included in the
model. In addition, the code for interest expenditures is also excluded, since it is valid

only for the General Directorate of Public Finance of the Undersecretariat of Treasury.

Assumption 2:
It is possible to make transfers from one budget item of the second level

economic code to another. The maximum amount of budget that can be transferred to
an item is determined as a percentage of the available budget in that item. In addition,
transfer can not be made from a budget item into which a transfer has already been

made, as in practice.

Assumption 3:
Full cost of all activities are determined and known in terms of the second

level economical code, which will be referred as tasks. Tasks are defined so specific
that they are either completed or not depending on whether the amount of budget
allocated to them; that is partial completion is not possible. Additionally, there may be
dependencies between the completion statuses of tasks.

The effects of the completion status of the tasks on the completion level and
effectiveness of the related activity are predetermined by the decision makers.
Completion and effect of an activity, therefore, depends on the completion status of its

tasks.
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Assumption 4:
According to the structure shown in Figure 9, activities serve to achieve

desired levels of performance targets. Each activity is related to only one performance
target. On the other hand, there may be more than one activities serving to a
performance target. Additionally, there are no dependencies between the completion
levels of activities.

The importance or contribution of activities to targets are determined and
normalized by the user/users of the model in advance using the techniques explained

in the “10.1.1. Prioritization Stage” part.

Assumption 5:
The importance or weight of performance targets for the total performance are

determined and normalized by the user/users of the model in advance using the
techniques explained in the “10.1.1. Prioritization Stage” part.

Desired target levels are also predetermined by the decision makers. Moreover,
positive and negative deviations from the desired levels of targets are consistent with
their importance. Total desired performance level in a year is equal to the weighted

sum of the deviations.

10.2.2. Notations of the Model

Notations used in the model are presented in Table 20.

Table 20: Notations of the proposed model

i Activity i=1,...,1

g Task 0=1,..G

n Second level economic code n=031,032,...,051,...,061,...,071,...,081,...N "
j Performance target i=1,....J

* The codes of economical classification are used.

10.2.3. Parameters of the Model

The parameters of the model are stated in Table 21.
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Table 21: Parameters of the proposed model

Parameter | Label

Chig Total cost of task g of activity i in terms of the second level economic code of n

Ry Total available budget in terms of the second level economic code of n

IM g Impact of task g on completion level of activity i (defined as a percentage”)

PW - Impact of task g on effectiveness of activity i
"9 (defined as a percentage’)

W ij Importance of activity i for performance target j

Kj Importance of performance target j on total performance

PGT Desired level (aspiration level) of performance target j

TA Maximum allowable budget to be transferred to a second level economic code n
" as a percentage of the available budget in that code

AC Desired completion level of activity i (defined as a percentage”)

0% refers to the no completion or impact, 100% refers to full completion or impact.

It is important to note that the following equations should be met in order to

work with the structure of the model that takes 100% as full performance. Therefore,

normalization of weight values should have been done in advance.

QWi =1 V] (10.1)

YK =1 (10.2)
i

> M, =1 Vi (10.3)
g

> PW,, =1 Vi (10.4)
g

A sample relationship between an activity and its budget items is illustrated in

Figure 10.

Activity i

PWi 1 PWi» PWi 3 Wi 4

task i1 task . task 3 task 4

Figure 10: A sample relationship between an activity and its tasks
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10.2.4. Variables of the Model

The variables of the model are stated in Table 22.

Table 22: Variables of the proposed model

Variable Label Properties
X Amount of budget allocated to task g of activity i in Positive
nie economic code of n variable
s Amount of positive deviation from the desired level of Positive
! performance indicator j (defined as a percentage) variable
E Amount of negative deviation from the desired level of | Positive
! performance indicator j (defined as a percentage) variable

sC. 1, if task g of activity i is completed Binary
h9 0, otherwise variable
1, if budget transfer is made to economic code of n from .
Binary
BTS{03.1,..n-1n+1,..N30 | @nother code variable
0, otherwise

BT Amount of budget transferred to economic code of n Positive
08 L..n-1nt1..NYn | from another code variable
. S . Positive
A Completion level of activity i (defined as a percentage) variable
HW: Impact of activity i Positive
' (defined as a percentage) variable
. . Positive
PG; Value of performance target j (defined as a percentage) variable

10.2.5. Objective Function and the Constraints of the Model

The objective of the model is to minimize the sum of the weighted deviations

from desired performance target levels. The model is constructed as shown below:

Minimize z = Z((l.x(Sj + Ej):
i

subject to
Z BT{OS-l,...n-l,n+l,...N},n < Rn XTAn v n
BT{03.1,...n—l,n+1,,,,N},n < BTS{03-1,...n—l,n+1,.,_N},n % Rn XTAn vn

BTS{os.1,...n-1,n+1,...N},n <1- BTSn,{OS.S,...n—l,n+1 vn

Xnig <Chig vnig

(10.5)

(10.6)

(10.7)

(10.8)

(10.9)
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SC < Xn,i,g +C, . vV i,g and Cy 0 (10.10)

ig = ni,g
SCi,g < SCi,{l,...g—l,gﬂ,...G} (1011)
A =>(SC xIM ) Vi (10.12)

¢}
A = AC; Vi (10.13)
HW, = €w,, xSC,, Vi (10.14)
9

PG, =, HW, V] (10.15)
PG; -S; +E; = PGT, vj (10.16)
Xn,i,g =20 v n,ig (10.17)
BTt ntnit. ppn = 0 vn (10.18)
S, >0 Vi (10.19)
E; =20 Vi (10.20)
SC;, =0orl vig (10.21)
BTS{03.1,...n-1,n+1 ..... Npn Oorl v n (10.22)

Since there are binary variables, it is a mixed integer model. The interpretation
of the constraints is as follows: Constraint (10.5) provides that the total amount of
budget transferred to an economic code does not exceed the transfer limit. Constraint
(10.6) provides that transfers can not be made unless the related binary variable takes
a value of one. Constraint (10.7) provides that transfers can not be made from budget
item into which a transfer has already been made. Constraint (10.8) is to ensure that
sum of budget allocated to the tasks of activities is equal to the total amount of budget
available with added or subtracted transfers. It is valid for each second level economic
code. Constraint (10.9) provides that budget allocated to each task is smaller than or
equal to the total budget requirement of that task. Constraint (10.10) determines
whether the task is completed or not. Constraint (10.11) provides that a task of an
activity should be completed only when some other task of that activity is also
completed. This constraint is added for all dependent tasks. Constraint (10.12)

calculates the completion level of each activity. Constraint (10.13) provides that
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completion level of an activity is greater than or equal to its desired completion level.
Constraint (10.14) calculates the impact of the completion level of an activity.
Constraint (10.15) calculates the value of a performance target. Constraint (10.16)
provides that calculated value of a performance target plus positive or negative
deviation is equal to its desired value. Other constraints define whether a variable is a

positive or a binary one.

10.2.6. Non-Itemized Budget Alternative

In order to see the effect of the budget restriction in terms of the second level
economic code, the case where there is lump sum and non-itemized budget can be
constructed. In this case, budget transfers are eliminated from the model, so the
parameters, variables and constraints related to them. In addition, the budget constraint

(20.8) is revised as follows:

222 Xug <R, (10.23)
n i g n

10.3. Application of the Proposed Model for the Strategy Development Unit of
the Undersecretariat of Treasury
The constructed model is applied for the Strategy Development Unit of the
Undersecretariat of Treasury. The performance program data of year 2010 is used for
the update stage from budget proposal to draft budget. The importance of the activities
of the unit for its targets and those of targets for the goal are determined first. Then,

the appropriations of the unit are allocated to its tasks. The process is described below.

10.3.1. Structure of the Elements of the Unit

There are three performance indicators and ten activities. There is at least one
task and at most five tasks for each activity. Therefore, J=3, =10 and G=5.

First four activities serve to the first performance indicator; the fifth one
serves to the second and the others serve to the third. The structure is illustrated in

Figure 11. The descriptions of the elements are presented in Table 23.
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Table 23: Descriptions of the performance program elements of the unit

Element " Description

Goal Organizational and Managerial Excellence
Target 1 Make Research — _Dev_elopment and Innovation an Integral
Part of the Organizational Culture
L Organization of meetings, seminars, workshops etc. for
Activity 1 - - . .
establishing research-development and innovation environment
Task 1.1 | Training expense
L Establishment of mechanisms to encourage research-development
Activity 2 - . .
and innovation projects
Task 2.1 | Training expense
Activity 3 Automation of core business processes
Task 3.1 | Purchase of consultancy service
Activi Making academic studies and researches related to change
ctivity 4 .
management, quality management and process management
Task 4.1 | Travelling expense for “quality management” seminars
Task 4.2 | Travelling expense for OECD meetings for corporate governance
Task 4.3 | Training expense for “process management”
Task 4.4 | Training expense for “quality management”
Task 4.5 | Purchase of a process management software
Target 2 Manage Human Resources Effectively
. Increase in the training, seminar, workshop etc. opportunities
Activity 5 served to the personnel
Task 5.1 | Travelling expense for an OECD meeting
Task 5.2 | Travelling expense for an OECD meeting
Task 5.3 | Travelling expense for Association of Fiscal Services Experts
Task 5.4 | Training expense for English course
Task 5.5 | Training expense for an IMF course
Target 3 Develop a Culture of Continuous Improvement
Participating to the twinning project of “Strengthening the Public
Activity 6 Fiscal Management and Control System” and establishment of an
internal control system in the standards of COSO and INTOSAI
Task 6.1 | Travelling expense of the 1st personnel for study tour
Task 6.2 | Travelling expense of the 2nd personnel for study tour
Task 6.3 | Travelling expense of the 1st personnel for practical training
Task 6.4 | Travelling expense of the 2nd personnel for practical training
Task 6.5 | Purchase of consultancy service
Activi Obtaining a certificate of ISO 9001:2000 and implementation of
ctivity 7 .
total quality management system
Task 7.1 Training expense for “ISO 9001:2000 quality management
system”
Training expense for “ISO 9001:2000 quality management system
Task 7.2 S
documentation
Task 7.3 | Purchase of consultancy service
Task 7.4 | Training expense for “training of trainers”
Activity 8 Obtaining a certificate of ISO 14001
Task 8.1 | Training expense for “ISO 14001
Activity 9 Obtaining a certificate of OHSAS 18001
Task 9.1 | Training expense for “OHSAS 18001”
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Table 23 (continued)

Element " Description

Activity 10 Participating to the twinning project of “Decision Making and
Performance Improvement in Public Sector”

Task 10.1 | Travelling expense of the 1st personnel for study tour

Task 10.2 | Travelling expense of the 2nd personnel for study tour

Task 10.3 | Travelling expense of the 1st personnel for practical training

Task 10.4 | Travelling expense of the 2nd personnel for practical training

10.3.2. Importance of the Activities of the Unit

To find the importance of activities for targets, criteria to be used were
determined. Since there are dependencies between them, the analytic network process
(ANP) was selected to handle the relationships.

The process in performed using Super Decisions Software version 2.0.8,
which is used for decision-making with dependence and feedback and implements the
ANP®*. The details of the process are described below.

Since the aim is to determine the importance of the activities 1, 2, 3 and 4 for
target 1 and those of the activities 6, 7, 8, 9 and 10 for target 3, not for the goal; two
separate ANP was performed®. Since the decision makers, the criteria and the logic
are the same for the processes, they are expressed below for both; and then the rest of

the processes are presented separately for each.

Decision Makers:

In order to reflect the qualifications and expertise of the employees of the unit
for the process, two decision makers were selected. The evaluations were done via

negotiations and one assessment was obtained for each pair-wise comparison.

Perspectives of the balanced scorecard approach, which are financial,

customer, learning and growth, and internal processes, were used as the criteria in

8 http://www.superdecisions.com/index_tables.php3

8 Since there is nonly one activity serving to the second target, there is no need to work on it at
this stage. In addition, a single process could also be performed in the process. Yet; two
seperate processes were used to clarify the procedures.
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determining the importance of activities. Since the unit is a part of a public
administration, the second perspective was modified as external stakeholder. They
were divided into sub-perspectives, which are used as sub-criteria in the process®. The

criteria and sub-criteria are explained in Table 24.

Table 24: Criteria and sub-criteria used in the ANP

Criteria Sub-Criteria

Code * Criteria Code * Sub-Criteria
P1 Financial P1.1 Cost Savings
External P2.1 Service Avai!ability
P2 Stakeholder P2.2 Service Quality
P2.3 External Stakeholder Satisfaction
P3.1 Employee Satisfaction
P3 Learning and P3.2 Research and Development - Innovation
Growth P3.3 Management Expertise, Know-How
P3.4 Employee Competency
P4.1 Corporate Certificates
P4.2 Agility (Openness to change)
P4 Internal Processes P43 Internal Control
P4.4 Corporate Culture
P4.5 Human Resources Management
P4.6 Information Technology

The codes used in the ANP performed using Super Decisions Software

Analytic Network Process Related to the First Target:

Activities were the alternatives in the process. Therefore, they are grouped as

a cluster, which is expressed in Table 25.

Table 25: Alternatives used in the ANP for the first target

Group Code ‘ ﬁ;?zg ‘ Explanation Alternative Code | Alternative Name

Gr f activiti Al Activity 1
Activity oup ot ac € A2 Activity 2
AG1 that serve to the —
Group 1 first target A3 Activity 3
A4 Activity 4

% The studies of Tjader et al. (2009), Niven (2002), Kaplan and Norton (1992) were benefited
in forming sub-criteria. Some sub-criteria are also added.
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The relationships between the criteria, the alternatives and the target are
determined as summarized in Table 26. Based on the relationships identified, the
network structure shown in Figure 12 is constructed. Required pair-wise comparisons

in the networks were identified and matrices were formed by each relationship.

Table 26: Relationships of the elements related to the first target

Element is influenced by... ‘ Element‘ Element influences. ..

P1.1, P2.1,P2.2, P2.3, P3.1, P3.2, P3.3,

A2 Al P3.4,P4.1,P4.2,P4.3, P4.4, P45, P4.6

i A2 P1.1, P2.1,P2.2, P2.3, P3.1, P3.2, P3.3,
P3.4, P4.1,P4.2, P4.3, P4.4, P45, P4.6, Al

i A3 P1.1, P2.1,P2.2, P2.3, P3.1, P3.2, P3.3,
P3.4,P4.1,P4.2, P4.3, P4.4, P45, P4.6

i Al P1.1,P2.1,P2.2, P2.3, P3.1, P3.2, P3.3,
P3.4,P4.1,P4.2, P4.3, P4.4, P45, P4.6

Al, A2, A3, A4, P2.2 P11 |P3.2,P3.3,P43 T1

Al, A2, A3, A4, P2.3 P2.1 |P2.3,P3.2,P3.3,P43,T1

Al, A2, A3, A4,P2.3,P4.1 P2.2 |P1.1,P2.3,P3.2,P3.3,P4.3,T1

Al, A2, A3, A4,P2.1,P2.2 P23 |P2.1,P22,T1

Al, A2, A3, A4, P3.4,P4.4,P4.5 P3.1 |P33,T1

Al, A2, A3, A4,P1.1,P2.1,P2.2,
P3.3, P3.4,P4.1, P4.2, P4.6
Al, A2, A3, A4,P1.1,P2.1,P2.2,
P3.1, P3.4,P4.1, P4.3, P4.5
Al, A2, A3, A4,P2.2,P3.1, P3.2,

P3.2 |P3.4,P42,T1

P3.3 |P3.2,P3.4,P4.1,P45,T1

P3.4 |P3.2,P3.3,P4.1,P4.3,P45,T1

P3.3, P4.3, P45

Al, A2, A3, A4,P2.2,P3.3,P3.4 P4.1 |P2.2,P3.2,P3.3,P4.2,P4.3,P4.5 T1
Al, A2, A3, A4, P3.1,P3.2, P4.1,

P43, P44 PAS P42 |P3.2,P4.4,P45,T1

Al, A2, A3, A4,P1.1,P2.1,P2.2,

P3.4, P41, PAG P43 |P3.3,P3.4,P45,T1

Al, A2, A3, A4, P4.2, P45 P4.4 |P3.1,P4.2,P45 T1

Al, A2, A3, A4, P3.3,P4.1, P4.2,

P43, P44 P45 |P3.1,P3.3,P3.4,P4.2,P4.4,T1
Al, A2, A3, A4 P46 |P3.2,P43,T1
P1.1,P2.1,P2.2,P2.3, P3.1, P3.2,

P3.3,P3.4,P4.1, P4.2, P4.3, P4.4, T1 -

P4.5, P4.6
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Figure 12: Network structure used for the first target

Cluster matrix for the network is shown in Figure 26 in Appendix I. Using the
results of pair-wise evaluations; unweighted and weighted super matrices and the limit
matrix were formed using the software. The matrices for the network 1 are shown in
Tables 73-75 in Appendix I. As can be seen in Figure 13, the priorities of activities 1,
2, 3 and 4 for the first target are found as 0.112, 0.292, 0.366 and 0.230, respectively.

Marme |Nu:urma|izeu:| by Cluster | Lirniking
Al | 011159 Jo.0s0104
it | 0,29208 jo.131145
Fikc | 0, 36654 |o.164577
A | 0.22979 Jo.103179

Figure 13: Priorities of the activities related to the first target

Analytic Network Process Related to the Third Target:

Activities are grouped as a cluster as shown in Table 27. The relationships

between the criteria, the alternatives and the target are stated in Table 28.

153



Table 27: Alternatives used in the ANP for the third target

Group Code ﬁ;?ﬁg Explanation Alternative Code | Alternative Name
A6 Activity 6
Activity Group of activities A7 Act!vity 7
AG2 Group 2 thgt serve to the A8 Activity 8
third target A9 Activity 9
A10 Activity 10

Table 28: Relationships of the elements related to the third target

Element is influenced by... ‘ Element‘ Element influences...
P1.1,P2.1, P2.2, P2.3, P3.1, P3.2, P3.3,

i A P3.4,P4.1,P4.2, P4.3, P4.4, P4.5, P4.6

i A7 P1.1, P2.1,P2.2,P2.3, P3.1, P3.2, P3.3,
P3.4,P4.1,P4.2, P4.3, P4.4, P4.5, P4.6

i A8 P1.1, P2.1,P2.2, P2.3, P3.1, P3.2, P3.3,
P3.4, P4.1,P4.2, P4.3, P4.4, P45, P4.6

i A9 P1.1, P2.1,P2.2, P2.3, P3.1, P3.2, P3.3,
P3.4, P4.1, P4.2, P4.3, P4.4, P4.5, P4.6

i A10 P1.1,P2.1,P2.2, P2.3, P3.1, P3.2, P3.3,
P3.4, P4.1, P4.2, P4.3, P4.4, P45, P4.6

AB, A7, A8, A9, A10, P2.2 P11 |P3.2,P3.3,P4.3 T3

A6, A7, A8, A9, A10, P2.3 P2.1 |P2.3,P3.2,P3.3,P4.3,T3

AB, A7, A8, A9, A10, P2.3,P4.1 P2.2 |P1.1,P2.3,P3.2,P3.3, P43, T3

AB, A7, A8, A9, A10, P2.1,P2.2 P23 |P2.1,P2.2, T3

,FD);?,SAZ A8, A9, Al0, P3.4, P4 .4, P31 |P3.3 T3

AB, A7, A8, A9, A10, P1.1, P2.1,
P2.2,P3.3, P3.4,P4.1, P4.2, P4.6
A6, A7, A8, A9, A10, P1.1, P2.1,
P2.2, P3.1, P3.4, P4.1, P4.3, P45
AB, A7, A8, A9, A10, P2.2, P3.1,
P3.2, P3.3, P4.3, P45

AB, A7, A8, A9, A10, P2.2, P3.3,
P3.4

AB, A7, A8, A9, A10, P3.1, P3.2,
P4.1, P4.3, P4.4, P4.5

AB, A7, A8, A9, A10, P1.1, P2.1,
P2.2, P3.4, P4.1, P4.6

P3.2 |P3.4,P4.2,T3

P3.3 |P3.2,P3.4,P4.1,P45,T3

P3.4 |P3.2,P3.3,P4.1,P4.3,P4.5 T3

P41 |P2.2,P3.2,P3.3,P4.2,P4.3,P45, T3

P42 |P3.2,P4.4,P4.5,T3

P43 |P3.3,P3.4,P45,T3

A6, A7, A8, A9, A10, P4.2, P4.5 P4.4 |P3.1,P4.2,P4.5 T3

AB, A7, A8, A9, A10, P3.3, P4.1,

P4.2. P43, P4.4 P45 |P3.1,P3.3,P3.4,P4.2,P4.4,T3
A6, A7, A8, A9, A10 P4.6 |P3.2,P4.3,T3

P1.1,P2.1, P2.2,P2.3, P3.1, P3.2,

P3.3, P3.4,P4.1, P4.2, P4.3, P4.4, T3 -

P4.5, P4.6
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Based on the relationships identified, the network structure shown in Figure
14 is constructed. Required pair-wise comparisons in the networks were identified and

matrices were formed by each relationship.

a3 |0 x|

Figure 14: Network structure used for the third target

Cluster matrix for the network is shown in Figure 27 in Appendix I. Using the
results of pair-wise evaluations; unweighted and weighted super matrices and the limit

matrix were formed using the software.

Namne Jormalized by Cluster | Limiting
AG | 0.36194 Jo.202659
A7 | 0.35730 Jo.200083
AS | 0.15177 Jo.0a4983
A9 | 0.07257 Jo.040835
Al0 | 0.05642 Jo.031592

Figure 15: Priorities of the activities related to the third target
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The matrices for the network 2 are shown in Tables 76-78 in Appendix I. As
can be seen in Figure 15, the priorities of activities 7, 8, 9 and 10 for the third target
are found as 0.362, 0.357, 0.152, 0.073 and 0.056, respectively.

10.3.3. Importance of the Targets of the Unit

The relative importances of targets are determined by pair-wise comparing
them. Only decision criterion used in comparisons was their contribution to the
achievement of the goal. Since there are not various decision criteria, there was not a
step for determining the weights of criteria at this stage.

In order to reflect the qualifications and expertise of the employees of the unit
for the process, two decision makers were selected for the processes. The evaluations
were done via negotiations and one assessment was obtained for each comparison.

The original and normalized pair-wise comparison matrices are shown in
Tables 29 and 30. Importances of targets for the goal are found as 0.064, 0.290 and
0.646, respectively.

Table 29: Pair-wise comparison matrices for targets

Target No

Table 30: Normalized pair-wise comparison matrix for targets

Target No Weight of Target

i .2 3 _

| 0.067 0.040 0.086 0.064
| 0.400 0.240 0.229 0.290
| 0.533 0.720 0.686 0.646

10.3.4. Resource Allocation Model

The unit has appropriations only under one category of the first level
economic code, which is expenditures for goods and services. Costs of tasks are
expressed under three sub-categories; which are travelling expenses stated in code of

033, purchase of services in code of 035 and expenditures for purchase of movable
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goods and intangible rights, maintenance and repair in code of 037. Total available
budgets are shown in Table 31. Costs of the tasks and their impact on activities are

given in Table 32.

Table 31: Total available budget used in the sample model

Budget Code (n)

033 035 037 Total
Total Available Budget (TL) 36,000 | 180,000 15,000 231,000

Importance of activities for performance indicators, which are denoted by W j;
and determined by ANP, are as follows:
W 1,=0.112, W ,,=0.292, W 3,=0.366, W 4,=0.230
W= W= W 7= W= Wgi1=Wi0,=0  (by default)
W,=1
W 1= W 25= W 3,= W 45=0, Wg2= W 7= W g,= W =W 1,=0 (by default)
W 3=0.362, W 73=0.357, W 55=0.152, W 3= 0.073,W 103=0.056
W 13=W 23=W 33=W 43= W 53=0 (by default)

Desired levels of targets, which are denoted by PGT j, are 100; which imply
full performance. Targets both serve to the total performance of the goal. Importances
of targets on goal, which are denoted by K ; and determined by pair-wise comparison,
are as follows: K;=0.064, K,=0.290 and K5=0.646.

In addition, activity 1 should be completed in the budget year. Moreover, (i)
task 1 of activity 6 should be completed before task 2 of that activity, (ii) task 3 of
activity 6 should be completed before task 4 of that activity, (iii) tasks 1 and 2 of
activity 7 should be completed before task 3 of the activity, (iv) task 1 of activity 10
should be completed before task 2 of that activity, and (v) task 3 of activity 10 should
be completed before task 4 of that activity.
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Table 32: Input values of the tasks used in the sample model

Cost of the Task (TL) Impact of the
Impact of the
(Chia) Task on the
Activity . Completion Task on the
(Q) Task (i,9) of the Effect of the
035 037 Activity Activity
Ac“l"'ty Task 1,1 500 100% 100%
Total Cost of Activity 1 500
AC“ZV'W Task 2,1 500 100% 100%
Total Cost of Activity 2 500
AT Task 31 15,400 100% 100%
Total Cost of Activity 3 15,400
Task 4,1 2,200 25% 15%
Activit Task 4,2 7,800 10% 15%
a ) [ Task43 3,800 30% 15%
Task 4,4 2,000 10% 25%
Task 4,5 15,000 25% 30%
Total Cost of Activity 4 | 10,400 5,800 15,000
Task 5,1 4,000 15% 10%
Activit Task 5,2 4,000 15% 10%
57 [ Task53 13,100 15% 20%
Task 5,4 6,000 30% 40%
Task 5,5 10,800 25% 20%
Total Cost of Activity 5 | 21,800 16,100
Task 6,1 4,700 10% 10%
Activit Task 6,2 4,700 5% 5%
rand Task 6,3 8,400 15% 5%
Task 6,4 8,400 10% 15%
Task 6,5 150,000 60% 65%
Total Cost of Activity 6 | 26,200 150,000
Task 7,1 1,800 20% 10%
Activity Task 7,2 1,800 20% 10%
7 Task 7,3 50,000 45% 70%
Task 7,4 1,800 15% 10%
Total Cost of Activity 7 55,400
ACtE';‘“ty Task 8,1 1,500 100% 100%
Total Cost of Activity 8 1,500
AT Task91 1,500 100% 100%
Total Cost of Activity 9 1,500
Task 10,1 4,800 25% 25%
Activity Task 10,2 4,800 25% 15%
10 Task 10,3 8,750 25% 35%
Task 10,4 8,750 25% 25%
Total Cost of Activity 10 | 27,100
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10.3.5. The Actual Case

The actual case was based on the practices of the unit. The priorities of the

activities and targets were not determined. Therefore, resource allocation was done by

the unit by rule of thumb, as shown in Table 33.

Table 33: Funds allocated to tasks in the actual case

A Budge ode
0 0 0 ota
Activity 1 0 0 0 0
Task1,1 0 0 0 0
Activity 2 0 500 0 500
Task2,1 0 500 0 500
Activity 3 0 3,900 0 3,900
Task3,1 0 3,900 0 3,900
Activity 4 6,450 5,800 15,000 27,250
Task4,1 2,200 2,200
Task4,2 4,250 4,250
Task4,3 3,800 3,800
Task4,4 2,000 2,0000
Task 4,5 15,000 15,000
Activity 5 4,000 16,800 0 20,800
Task 5,1 4,000 4,000
Task 5,2 0
Task 5,3 0
Task 5,4 6,000 6,000
Task 5,5 10,800 10,800
Activity 6 16,800 96,400 0 113,200
Task 6,1 0
Task 6,2 0
Task 6,3 8,400 8,400
Task 6,4 8,400 8,400
Task 6,5 96,400 96,400
Activity 7 0 53,600 0 53,600
Task 7,1 1,800 1,800
Task 7,2 1,800 1,800
Task 7,3 50,000 50,000
Task 7,4 0
Activity 8 0 1,500 0 1,500
Task 8,1 0 1,500 0 1,500
Activity 9 0 1,500 0 1,500
Task 9,1 0 1,500 0 1,500
Activity 10 8,750 0 0 8,750
Task 10,1 0
Task 10,2 0
Task 10,3 8,750 8,750
Task 10,4 0
Total 36,000 | 180,000 15,000 213,000
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Nonetheless, it is worth to calculate the values of the variables using the actual
data to compare it with the proposed solutions. Completion levels of activities are

calculated as shown in Table 34, based on the information in Table 32.

Table 34: Completion levels of activities and their impacts in the actual case

*k

Activity No AT HW |

1 0 0
2 100 100
3 0 0
4 90 85
5 70 70
6 25 20
7 85 90
8 100 100
9 100 100
10 25 35

*

A ; denotes the completion level of activity i
HW ; denotes the impact of the completion level of activity i

Therefore, the values of the first, the second and the third performance
indicator are actually as follows: PG;=48.75, PG,=70 and PG3;=63.83. The decrease in
the overall performance is therefore 35.35, which means that by the given budget

amount the unit targeted 64.65% of performance that it desires to reach.

10.3.6. Proposed Model Solution

The model is constructed and solved using GAMS IDE. The code of the
model is shown in Figure 28 in Appendix I.

The amount of 6,600 TL is transferred from the item 035 to 033. Amount of
budget allocated to each task is shown in Table 35.

Correlated to the amount of budget allocated to the tasks, completion levels of
activities are determined. Consequently, their effects on performance indicators are
determined, which are then used for calculation of total performance. Completion

levels of activities and their effect on performance indicators are shown in Table 36.
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Table 35: Funds allocated to tasks in the proposed model

A Budge ode
° 0 0 0 ota
Activity 1 0 500 0 500
Task 1,1 0 500 0 500
Activity 2 0 500 0 500
Task 2,1 0 500 0 500
Activity 3 0 15,400 0 15,400
Task 3,1 0 15,400 0 15,400
Activity 4 0 5,800 15,000 18,800
Task 4,1 0 0
Task 4,2 0 0
Task 4,3 3,800 3,800
Task 4,4 2,000 0
Task 4,5 15,000 15,000
Activity 5 21,100 16,800 0 37,900
Task 5,1 4,000 4,000
Task 5,2 4,000 4,000
Task 5,3 13,100 13,100
Task 5,4 6,000 6,000
Task 5,5 10,800 10,800
Activity 6 21,500 0 0 21,500
Task 6,1 4,700 4,700
Task 6,2 0 0
Task 6,3 8,400 8,400
Task 6,4 8,400 8,400
Task 6,5 0 0
Activity 7 0 55,400 0 55,400
Task 7,1 1,800 1,800
Task 7,2 1,800 1,800
Task 7,3 50,000 50,000
Task 7,4 1,800 1,800
Activity 8 0 1,500 0 1,500
Task 8,1 0 1,500 0 1,500
Activity 9 0 1,500 0 1,500
Task 9,1 0 1,500 0 1,500
Activity 10 0 0 0 0
Task 10,1 0 0
Task 10,2 0 0
Task 10,3 0
Task 10,4 0
Total 42,600 97,400 15,000 155,000

The values of E;, E, and E; are found as 6.9, 0 and 30.94, respectively.
Therefore, the values of the first, the second and the third performance indicator are as
follows: PG,=93.1, PG,=100 and PG3=69.06.
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Table 36: Completion levels of activities and their impacts in the proposed model

X3

Activity No AT HW

1 100 100
2 100 100
3 100 100
4 65 70
5 100 100
6 35 30
7 100 100
8 100 100
9 100 100
10 0 0

*

A ; denotes the completion level of activity i
HW ; denotes the impact of the completion level of activity i

Finally, decrease in the overall performance is calculated as 20.429, which
means that by the given budget amount the unit can achieve about 79.57% of

performance that it desires to reach.?’

10.3.7. Non-Itemized Budget Alternative

The flexibility related to the budget is added to the model in order to see the
effect of restrictions in the budget. In this case, the budget is taken as fixed and non-
itemized. The revised code of the model is shown in Figure 29 in Appendix I.

In this case, the model uses the budget amount of 49,500 TL in 035 item as it
is in the 033. Thereby, the budget allocated to the tasks changed, so the other related
variables. Amount of budget allocated to each task is shown in Table 37. Correlated to
the allocated amounts, completion levels of activities and their effects on performance
indicators are as shown in Table 38.

The values of E;, Ey, and Ez are found as 0, 0 and 23.53, respectively.
Therefore, the values of the first, the second and the third performance indicator are as
follows: PG;=100, PG,=100 and PG3;=76.47. Finally, decrease in the overall
performance is calculated as 15.2, which means that by the given budget amount the

unit can achieve 84.8% of performance that it desires to reach.

8 Sensitivity analysis done related to the cost of the task 5 of the activity 6 is presented in
Appendix I.

162



Table 37: Funds allocated to tasks in the non-itemized budget alternative

A Budge 0Qe
° 0 0 0 ota
Activity 1 0 500 0 500
Task 1,1 0 500 0 500
Activity 2 0 500 0 500
Task 2,1 0 500 0 500
Activity 3 0 15,400 0 15,400
Task 3,1 0 15,400 0 15,400
Activity 4 10,000 5,800 15,000 30,800
Task 4,1 2,200 2,200
Task 4,2 7,800 7,800
Task 4,3 3,800 3,800
Task 4,4 2,000 2,0000
Task 4,5 15,000 15,000
Activity 5 21,100 16,800 0 37,900
Task5,1 4,000 4,000
Task5,2 4,000 4,000
Task5,3 13,100 13,100
Taskb,4 6,000 6,000
Task5,5 10,800 10,800
Activity 6 26,200 0 0 26,200
Task6,1 4,700 4,700
Task6,2 4,700 4,700
Task6,3 8,400 8,400
Task6,4 8,400 8,400
Task6,5 0 0
Activity 7 0 55,400 0 55,400
Task7,1 1,800 1,800
Task7,2 1,800 1,800
Task7,3 50,000 50,000
Task7,4 1,800 1,800
Activity 8 0 1,500 0 1,500
Task8,1 0 1,500 0 1,500
Activity 9 0 1,500 0 1,500
Task9,1 0 1,500 0 1,500
Activity 10 27,100 0 0 27,100
Task10,1 4,800 4,800
Task10,2 4,800 4,800
Task10,3 8,750 8,750
Task10,4 8,750 8,750
Total 84,400 97,400 15,000 196,800
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Table 38: Completion levels of activities and their impacts in the non-itemized
budget alternative

Aj HW
1 100 100
2 100 100
3 100 100
4 100 100
5 100 100
6 40 35
7 100 100
8 100 100
9 100 100
10 100 100

:* A ; denotes the completion level of activity i
HW ; denotes the impact of the completion level of activity i

10.3.8. Comparison of the Solutions

The values of the performance indicators, PG, PG, and PGg, and the overall
performance level, denoted by P, achieved in the actual case, in the proposed model
solution and in the non-itemized budget alternative solution are compared in Figure 16
and Table 39.
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Figure 16: Comparison of alternatives and performance levels
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Table 39: Comparison of alternatives and performance levels

Actual Case

Proposed Model Solution

Non-ltemized Budget
Alternative Solution

Proposed model solution gives absolutely a better solution than the actual
case. More specifically, by the use of the proposed model, the unit can increase its
targeted performance from 64.65% to 79.57% by means of optimum allocation of its
budget to the tasks.

Furthermore, non-itemized budget alternative solution gives the best result if
the decision maker aims to minimize the weighted sum of deviations from target
performance level. Even if the decision maker considers the values of the performance
indicators separately, this alternative dominates the other solutions. Therefore, it can
be concluded that if the unit is given a fixed non-itemized amount of budget, it can

allocate its resources more efficiently and increase its targeted performance level.
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CHAPTER 11

CONCLUSION AND FUTURE RESEARCH DIRECTIONS

11.1. Findings of the Study

This study was designed to present a detailed description and analysis of the
performance budgeting system in Turkey, without losing the big picture.

The elements of the performance budgeting system; namely, strategic plans,
performance programs, budgets, activity reports and possible other tools constituted
the sub-areas of the system analysis.

Based on the findings of the system analysis the following problems were
identified: (i) Inadequate and incomplete legislation caused by deficiencies and
ambiguity in strategic planning, performance programming, budgeting and
accountability reporting regulation; preparation of investment and operational budgets
as separate documents; preparation of performance programs and budgets as separate
documents; short coverage period of performance programs; short budget approval
period by the Parliament and unaligned complementary legislation, (ii) incomplete and
unclear performance budgeting methodology caused by ambiguity in performance
budgeting approach; lack of systematic approach for strategic planning; deficiencies
and ambiguity in performance programming methodology; ambiguity in linking
strategic plans to higher level policy documents, performance programs to strategic
plans, budgets, accountability reports and detailed expenditure programs to
performance programs; lack of program classification; ineffective performance
budgeting documents in determination of budget ceilings and appropriations of
administrations and ambiguity in rules and procedures of budget negotiations, (iii)
weak coordination and guidance caused by two regulatory administrations in the
performance budgeting system; inadequacy of the assessment of the strategic plans
and performance programs; insufficient guidance for strategic planning and

performance programming processes; disconnected performance budgeting legislation
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and disconnected budget negotiations, (iv) improper and ineffective implementation
caused by delays in budget calendar and lack of activity based costing, feasibility
analysis, risk assessment and cost accounting, and (v) disabling administrative and
external factors that are organizational problems of the strategy development units;
insufficient political ownership and supervision; lack of infrastructure to obtain track
and evaluate performance data, and inadequacy of the “e-biitgce” system.
Consequently, it was concluded that performance budgeting system is not properly,
effectively and efficiently running in Turkey.

Based on the problems, proposal for a properly running performance
budgeting system for the public sector were put forward. The main proposals are as
follows: (i) strengthened national level policy documents, (ii) restructured and
improved performance budgeting documents, (iii) strengthened performance
budgeting methodology, (iv) improved and assured quality of performance budgeting
documents, (v) strengthened and clarified relationship between results and resources,
(vi) clarified consequences of met and unmet commitments, (vii) strengthened
coordination and consultancy, (viii) strengthened strategy development units, (ix)
strengthened ownership and supervision by the Parliament, (x) established
management information system, (xi) revised way of determination of expenditure
ceilings, (xii) revised preparation process of performance budgets, (xiii) revised
budget calendar, (xiv) strengthened performance budgeting legislation, and (xv)
strengthened complementary legislation for performance budgeting.

In addition, the use of the analytic hierarchy process and utilization of a
resource allocation model was put forward for the update of performance program
data of spending units. An application of the proposed model was done for the
Strategy Development Unit of the Undersecretariat of Treasury. It was found that by
the use of the proposed model, the unit can increase its targeted performance from
65.65% to 79.57% by means of optimum allocation of its budget to the activities.
Moreoever, a non-itemized budget alternative is questioned. It was concluded that if
the unit is given a fixed non-itemized amount of budget, it can allocate its resources

more efficiently and increase its targeted performance level.

11.2. Contribution of the Study
The study is the first in the sense that it presents a detailed analysis and

proposals for the entire performance budgeting system. The contribution of the study
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is in three areas. The information presented in the first part of the study serves as a
background document for the public administrations in Turkey since it includes (i) a
detailed literature survey, which constructs the theoretical background of the system,
and (ii) a comprehensive expression of the performance budgeting system in Turkey.

Another contribution is that the analysis done in this study not only displays
the specific problems related to the performance budgeting system in Turkey, but also
forms the base for improvement areas and significant suggestions. It also produces and
displays the findings to the contrary of hypothetical questions.

Finally, it includes possible conceptual solutions for the identified problems
without unbalancing the performing of the system, which may be used by the decision
makers and the implementers. In addition, it proposes a mathematical modeling for
update of performance program data of spending units.

This study addresses the administrations within the general budget by its
proposals in Chapter 9. Along with some modifications, the system designed in this
study may serve serves for 185 administrations within the central budget, 2 social
security institutions and all local administrations. Therefore, it serves to establish a
more properly running performance budgeting system for the entire public sector.

11.3. Future Research Directions for the Survey

Survey done in this study can be enhanced by applying the analysis for the
entire central government. Doing so also enables revealing the effect of budget on the
system since private budget administrations have their own revenues.

It may also be applied for local administrations. Thereby, the perspectives of
different groups of administrations can be obtained as well.

Survey done in this study can be repeated periodically so as to reveal the
changes and progress in the performance budgeting system in Turkey. Under static
environment, the part related to strategic planning can be done once every five years
whereas the parts related to performance programming and accountability reporting
can be done annually. Besides, it will be beneficial to done the survey whenever there
is a significant change in the system.

Finally, this study can be a source for new studies about performance
budgeting; new researchers especially the ones who are interested in improvement of
the performance budgeting system in Turkey can benefit from the questionnaires,

identified problems and suggestions.
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11.4. Future Research Directions for the Proposed Model for Update of

Performance Programs

11.4.1. Adaptation to Different Circumstances
Some possible situations where the assumptions of the proposed model do not

hold are discussed below.

Ambiguity in the Costs of Tasks:

It is assumed in the models that exact costs of tasks are known or are properly
estimated. However, this may not be the case in practice. They may be estimated
within an interval. Alternatively, they may be estimated accurately, but may arise
differently. Briefly, there may be uncertainties about costs. In such situations,

administrations may run the proposed model under different cost values of tasks.

Continuous Nature of Targets:

It is assumed in the models that targets are continuous valued variables.
However, they may take only discrete values, which force them to be integer valued.

In such cases, the model may be extended as integer programming.

Uncertainty in the Aspiration Levels of Targets:

It is assumed in the models that aspiration (desired) levels of targets are
known or determined with certainty. However, there may be cases where the levels are
not precise or a range of aspiration levels is desired, instead of single values. These
cases should make use of intervals for aspiration levels. In such cases, the model may
be extended to handle the ranges and the objective function can be defined as
minimization of the weighted sum of deviations from the ranges. Therefore, the
constraints making the sum of achieved levels and deviations equal to the aspiration
levels should be doubled; enabling the upper and lower levels of the intervals to be

used in the right hand sides.

Linear Nature of Functions:

It is assumed the models have linear functions; yet, it may not be the case and
some or all may need to be expressed as nonlinear functions. In such cases, the model

becomes a nonlinear one.
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11.4.2. Extension to the Corporate and National Level

The proposed model can be implemented in the corporate level in the
preparation of performance program proposals. In that model, administrations will
have a determined aggregate expenditure ceiling for each first level economic code
that should be partitioned into sub-budgets for spending units.

The proposed model can also be enhanced to be used in national level decision
making for strategic resource allocation to the central government administrations. It

may also be used in determination of expenditure ceilings.

11.4.3. Extension for the Multi-Year Perspective

The proposed model can be constructed for three years considering multi-year
planning and budgeting perspective. This extension can be applied for resource
allocation and planning to be used by both administrations and spending units.
Appropriations of the budget year together with budget forecasts for the following

years may be used in the model for budget constraints.

11.4.4. Effect of Achieved Performance

It may be questioned that performance of administrations in the part years may
be added to the model.

In the proposed model for update of performance programs with an annual
scope, achieved performance has no impact. The reason is that the available budget is
assumed to be predetermined based on various criteria.

In the extended models for multi-year planning, on the other hand,
performance in the first year may have an effect on the budget amounts or ceilings of
the next year. However, in order to do so, that affect should be known in advance.
Besides, it is the achieved performance that may have an effect on budgets, not the
planned one. Achieved performance, in addition, should be compared to the planned
one if it will have an effect on the budget. In that case, it is meaningless to add a
performance impact to models, since they are designed to deal with the planned
performance before the beginning on the budget year.

Achieved performance can be added to the models only when it is estimated

by the users of the models.
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11.4.5. Extension for the Within-Year Planning

The proposed model for update of performance programs can be enhanced by
including time dimension of months. Thereby, more accurate planning may be done
on monthly basis, which may also enable proper determination of detailed expenditure

programs.

11.4.6. Use of the Model with Management Information Systems
The proposed model and the extended ones can be integrated to management
information systems as a infrastructure model for performance programming, which

will serve as a decision support tool.
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APPENDIX A

CHARACTERISTICS OF PERFORMANCE BUDGETING SYSTEM OF THE
SELECTED OECD COUNTRIES

Characteristics of performance budgeting system of the Netherlands, United

Kingdom, United States, Denmark and Sweden are shown in Tables 40-44.
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APPENDIX B

CHARACTERISTICS OF ANALYTICAL BUDGET CLASSIFICATION

Budgets are prepared according to the analytical budget classification. The
classification of expenditure budgets is based on four categories as institutional,
functional, financing, and economical classification.

Institutional classification has four levels, the details of which are shown in

Figure 17, and each level has two digits.

* Ministries and *Divisions that * Operating units *Support and
regulatory and directly report to under the second logistics units,
supervisory the first level level and certain
agencies executiveunits

Figure 17: The structure of the institutional classification

The functional classification follows the international Classification of
Functions of Government (Kraan, Bergvall and Hawkesworth 2007). Functional
classification has four levels, the details of which are shown in Figure 18. The first
level is for the classification of government expenditures in terms of 10 services,
which are general public services, defense services, public order and security services,
economical acts and services, environmental protection services, services for housing
and prosperity of people, health services, services for rest, culture and religion,

education services, and services for social security and social aid.
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+Left for other
possibleneeds

*Services *Programs *Endtasks

Figure 18: The structure of the functional classification

Financing classification is a one-digit and one-level code. The source of
funding is shown in this part and may be one of the followings: general budget, private
budget, social security institutions, local administrations, social security institutions,
private appropriations, foreign project loans, and contributions and aids.

Economical classification has four levels where the first level constitutes main
codes and the rest show the details. There are nine options for the first level. These are
personnel expenditures, state premiums to social security institutions, expenditures for
purchase of goods and services, interest expenditures, current transfers, capital
expenditures, capital transfers, lending, and backup appropriations. The first and the
fourth levels have two digits, and the second and the third ones have one digit each.

Analytical budget structure of expenditure proposals has the order of
institutional, functional, financing and economical classifications, and twenty one
digits in the aggregate (Figure 19).28 Each item in expenditure budgets is represented
by this twenty-one-digit code. Together with all sub-classifications, there are around
34,500 legally binding line-item estimates in the analytical budgeting classification
(Tarschys 2002).

« Institutional
classification

» Functional
classification

« Financing
classification

«Economical
classification

Figure 19: The structure of the analytical budget classification

% The classification of revenue budgets is based only on economical classification. Within the
scope of the project, there is no need to deal with the details of these classifications.
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APPENDIX C

DIAGRAMS FOR PERFORMANCE BUDGETING SYSTEM

Diagrams are constructed for the performance budgeting system using
Simtegra MapSys v.3.0., which are presented in Figures 20 and 21.
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APPENDIX D

QUESTIONNAIRE AND INTERVIEW FORMS

Questionnaire and interviews #2, #3 and #4 are shown in Figures 22, 23, 24

and 25, respectively.

SURVEY OF DETERMINATION OF PROBLEMS FACED WITH
IN THE PERFORMANCE BUDGETING SYSTEM IN TURKEY

QUESTIONNAIRE FORM

EXPLANATION:

This study is done for the purpose of assessing the attitudes, opinions and
experiences of the heads of the strategy development units of the public
administrations under general budget. The findings and results of the study will be
handled to determine the problems faced with by the administrations related to the
performance budgeting system and to make suggestions for improvement of the
system.

The findings of the study will be analyzed collectively without revealing the
participants’ identification. Information related to participants and administrations,
and the responses will definitely be kept confidential and will not be used for any
other purpose.

Participation in the study is based entirely on a voluntary basis. Before starting to fill
the questionnaire, please read the statements carefully. Thank you in advance for
your participation and faithfully given responses.

Best regards

Figure 22: Questionnaire form
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Administration: Date:

1. What is the approximate total number of personnel in the central organization of
your administration?

2. What is the total number of personnel in the strategic planning team of your
administration?

(Strategic planning team includes the employees who actively participate(d) in the preparation of your
administration’s strategic plan.)
[ 11-10 [ 111-30 [ 131-50 [ 150-100 [ ] more than 100
3. If your administration has a provincial organization, please answer the question;
otherwise move on to question 4.

Did the personnel of the provincial organization participate in the strategic planning
process?

[ 1]Yes [ 0 ]No
4. Mark the personnel participated in the strategic planning team of your

administration. [1, if checked; 0, otherwise]

4.1.[ 1] Minister

4.2.[ 1Undersecretary / Chairman

4.3.[ ] Deputy Undersecretary / Deputy Chairman
4.4.[ ]All department managers

4.5.[ ] Some department managers

4.6.[ ]Representatives of all spending units

4.7.[ ] Representatives of some spending units
4.8.[ ] Personnel of the Strategy Development Unit

4.9.[ ] Consulting firms or consultants

5. Fill the following table relating the budget amount of your administration of year
20009.

Budget Proposal Draft Budget Budget Law
(TL) (TL) (TL)

(03) Expenditures for
purchase of goods and
services

(05) Current transfers

(06) Capital expenditures

(07) Capital transfers

TOTAL

Figure 22 (continued)
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6. Indicate how strongly you agree or disagree with the following statements related to
the laws and regulations about performance budgeting.

> <5} > @D
- o @ [«5) -_—
()] S )
c P 2 o | € o
52 2| 2|82
= = -
(] o |unA

A. The By-Law on the Procedures and Bases for Strategic Planning and

Strategic Planning Guidebook

The definition of strategic planning is clear and
understandable.

8 .No Opinion

Transition date through strategic planning is
appropriate for our administration.

Preparation process for strategic planning is
6. A. 3 | comprehensive enough to ensure the success of 4 3 2 1 99
strategic planning studies.

Information on the Strategic Planning Guideline is
6. A. 4 |enough to meet the information need of our 4 3 2 1 99
administration.

Strategic planning process is appropriate for our

. AR 4 3 2 1 99
6 A S administration.
The points related to how the strategic plans will
. A 4 3 2 1 99
6 A6 be assessed by the SPO are clear.
How the strategic plans will be linked to the
6. A. 7 |development plan and programs has been clearly 4 3 2 1 99
stated.
How inter-administrative interactions will be
6. A. 8 |considered in the preparation of strategic plans has | 4 3 2 1 99

been clearly stated.

Costs of the activities should be determined in the
preparation process of strategic plans.

Relation of strategic plan to performance programs
has been clearly stated.

aw on the Preparation of Performance Programs of Public

Administrations and the Guidebook for Preparation of Performance
Programs

The definition of performance program is clear

B. 1 4 3 2 1 99

6 and understandable.

6. B 2 pr strategic plans and performance programs 4 3 , 1 99
will be linked has been clearly stated.

6 B 3 Performance programming process is appropriate 4 3 ) 1 %

for our administration.

Information on the Guidebook for Preparation of
6. B. 4 |Performance Programs is enough to meet the 4 3 2 1 99
information need of our administration.

Information related to the methods used for
determining the cost of activities is adequate.

How costs will be classified according to the
6. B. 6 |analytical budget classification has been clearly 4 3 2 1 99
stated.

How performance programs will be updated has
been clearly stated.

Figure 22 (continued)
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> D | >ND =)
>3 2 S ol c
55 5| 2|58 | &
s 2 |52 O
by < < o |da (=}
Z
C. The By-Law on the Preparation of Accountability Reports of Public
Administrations
6. C 1 The definition of accountability report is clear and 4 3 , 1 99
understandable.
6. C 2 How performance programs and accountability 4 3 ) 1 99
' reports will be linked has been clearly stated.
6. C 3 Reporting principles relatgd to accountability 4 3 ) 1 99
reporting are comprehensive.
7. Indicate the degree of difficulty of the following stages for the preparation process
of the strategic plan of your administration.
23| =8
c
2B|3E|BE| 8|S
sE|E€|E€|8E|| £
i¢|og §z| &2
< o > (=]
+— =]
7 1 Deterr_mn_mg the stakeholders of your 1 ) 3 99
organization
7 9 Doing strengths, weaknesses, opportunities 1 ) 3 %
' and threats (SWOT) analysis
7. 3 | Determining the vision of your organization 1 2 3 99
7. 4 | Determining the mission of your organization 1 2 3 99
7 5 Determining the core values of your 1 ) 3 0 %
organization
7 ¢ |Determining the strategic priorities of your 1 ) 3 0 %
organization
7. 7 | Determining the goals of your organization 1 2 3 0 99
7 g Deterr_nln!ng the objectives of your 1 ) 3 0 %
organization
7 9 Lmk|r_1g the goals and the objectives of your 1 ) 3 0 99
organization
710 Determining the performance indicators of 1 ) 3 0 %
your organization
7. 11 | Forming the strategies of your organization 1 2 3 0 99
7. 12 | Performing feasibility analysis 1 2 3 0 99
7 13 Deterr_mn_mg the costs of the objectives of your 1 ) 3 0 99
organization
7. 14 | Doing risk assessment 1 2 3 0 99
7 15 Reggrdlng the information on strategic plan to 1 ) 3 0 99
e-biitge system

Figure 22 (continued)
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8.

Indicate the effect of the following factors to the preparation process of the

strategic plan of your organization.

A. Administrative Factors

The support of top management of your

Very

Positive

Positive

Ineffective

Negative

Very
Negative

Not
Applicable

C. External Factors

8 A 1 o 5 3 2 1 99
organization

8. A 2 Quallflcapons of top management of your 5 4 3 ) 1 99
organization

8 A 3 Knowledge_ of'the strategic planning team of 5 4 3 ) 1 99
your organization related to the process

8. A 4 The qualifications c_)f the strategic planning 5 4 3 , 1 99
team of your organization

8 A s Numper of personnel in the strategic 5 4 3 ) 1 99
planning team of your organization

8 A 6 Partlc'lpatvlon of the personnel of your 5 4 3 , 1 99
organization to the process

s A 7 |Appropriateness o_f your corporate culture c . 3 5 L %
for strategic planning

8. A 8 Techqologlcal opportunities of your 5 4 3 , 1 99
organization

8. A. 9 | Fiscal resources of your organization 5 4 3 2 1 99

8. A. 10 | Data capacity of your organization 5 4 3 2 1 99

B. Factors Related to the Strategy Development Unit (SDU)

8. B. 1 | Qualifications of the personnel of the SDU 5 4 3 2 1 99

8. B. 2 | Number of the personnel of the SDU 5 4 3 2 1 99
Share of the routine business in the total

. B. - 5 4 3 2 1 99
8 B 3 business volume of the SDU
8. B. 4 | Organizational structure of the SDU 5 4 3 2 1 99

SPO (training, workshops, seminars, etc.)

8. C. 1 |09. Development Plan (2007-2013) 5 4 3 2 1 99
8. C. 2 | Medium Term Program 5 4 3 2 1 99
8. C. 3 | Medium Term Fiscal Plan 5 4 3 2 1 99
Inter-administrative interactions
. C. h o 5 4 3 2 1 99
8 C 4 (Collaborated works with other administrations)
8. C 5 The By-La_w on the_ Procedures and Bases 5 4 3 , 1 9
for Strategic Planning
C. 6 | Strategic Planning Guidebook 5 4 3 2 1 99
8. C. 7 | Political ownership 5 4 3 2 1 99
8 C 8 Events organized by the Undersecretariat of 5 4 3 , 1 99

Figure 22 (continued)
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C. External Factors (cont’d)

Feedback given by the Undersecretariat of

Very
Positive

Positive

Ineffective

Negative

Very
Negative

Not
Applicable

8. C. 9 - 5 4 3 2 1 99
SPO related to your strategic plan
Consultancy support received from the
. C. h 5 4 3 2 1 99
8 C. 10 Undersecretariat of SPO
8. C 11 Consult_ancy support received from the 5 4 3 , 1 99
consulting firms or consultants
8. C. 12 | International best practices 5 4 3 2 1 99
8. C 13 _Strateglc plans_of the equivalent institutions 5 4 3 ) 1 99
in other countries
8. C. 14 | Other: ..cccoviiieiieeeeeee e 5 4 3 2 1 99
9. Indicate the degree of difficulty of the following stages for the preparation process
of the performance program of your administration.
=28 | =8
c
28| 3E|BE| 8| &
o o
wg | o8 s8 g 2
< o > o
=] =]
Determining the objectives that will be given
9. 1 | priority in the program period among the ones 1 2 3 0 99
in the strategic plan
9. 2 Determining the administrative performance 1 ) 3 0 99
targets
o 3 !Det_ermlnlng the administrative performance 1 ) 3 0 %
indicators
Determining the spending units related to the
9. 4 AR 1 2 3 0 99
administrative performance targets
0. 5 Determining the departmental performance 1 ) 3 0 %
targets
9 & _Det_ermmmg the departmental performance 1 ) 3 0 99
indicators
9. 7 | Determining the activities 1 2 3 0 99
9. 8 | Prioritizing the activities 1 2 3 0 99
9. 9 | Performing feasibility analysis 1 2 3 0 99
9. 10 | Determining the costs of the activities 1 2 3 0 99
0. 11 Expressing the costs of the activities according 1 ) 3 0 %
' to the analytical budget classification
0. 12 Determining the costs of the departmental 1 ) 3 0 %
performance targets
9. 13 Determining the costs of the administrative 1 ) 3 0 99
performance targets
9. 14 Determining the costs of the administrative 1 ) 3 0 %
goals
Recording the information on the performance
9. 15 | program of your administration to e-biitge 1 2 3 0 99
system

Figure 22 (continued)
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10. Indicate the effect of the following factors to the preparation process of the
performance program of your organization.
% [5) [5) =2
S| B Q = |£%| |8 ¢
Lal '@ e o Lol |25
>38| 8| & & (> 8 =1
[a [a c zZ zZ ol
—= <
A. Administrative Factors
10 A 1 The support of top management of your 5 3 ) 1 99
organization
10, A o |Qualifications of top management of your s 4 3 ) 1 %
organization
Knowledge of the study team of your
organization related to the process
10. A. 3 | (“Study team” refers to the personnel worked in 5 4 3 2 1 99
the process of the development of the performance
program of your organization)
10, A 4 The q_uall_flcatlons of the study team of your s 4 3 ) 1 %
organization
10. A 5 |Numberof personnel in the study team of s 4 3 , 1 99
your organization
0. A 6 Participation of the personnel of your s 4 3 ) 1 %
organization to the process
10 A 7 Quallt_y of the strategic plan of your s 4 3 , 1 99
organization
0. A 8 Number of_obj_ectlves in the strategic plan of s 4 3 ) 1 %
your organization
Whether the required infrastructure to obtain
10. A. 9 | performance data is available in your 5 4 3 2 1 99
organization
0. A 10 Whether cost accounting is done in your s 4 3 , 1 99
organization
10, A 11 Techn_olo_glcal opportunities of your 5 4 3 ) 1 %
organization
B. Factors Related to the Strategy Development Unit (SDU)
10. B. 1 | Qualifications of the personnel of the SDU 5 4 3 2 1 99
10. B. 2 | Number of the personnel of the SDU 5 4 3 2 1 99
Share of the routine business in the total
. B. - 5 4 3 2 1 99
0. B3 business volume of the SDU
10. B. 4 | Organizational structure of the SDU 5 4 3 2 1 99
C. External Factors
10. C. 1 |9. Development Plan (2007-2013) 5 3 2 1 99
10. C. 2 | Medium Term Program 5 3 2 1 99
10. C. 3 | Medium Term Fiscal Plan 5 3 2 1 99
The By-Law on the Preparation of
10. C. 4 | Performance Programs of Public 5 4 3 2 1 99
Administrations
0. C 5 the Guidebook for Preparation of s 4 3 ) L %
Performance Programs
0. C 6 Events organized by the Ministry of Finance | . 4 3 ) 1 99

(training, workshops, seminars, etc.)

Figure 22 (continued)
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C. External Factors (cont’d)
0 C 7 Feedback given by the Ministry of Finance 5 3 ) 1 %
related to your performance program
10 C 8 Co_u_nseling support received from the s 4 3 , 1 99
Ministry of Finance
0 C 9 Counse_ling support received from the s 4 3 ) 1 %
consulting firms or consultants
10. C. 10 | International best practices 5 4 3 2 1 99
10 C 1 I_Denformanc_e programs of t_he equivalent s 4 3 , 1 99
institutions in other countries
The requirement that costs be expressed
10. C. 12 | according to the analytical budget 5 4 3 2 1 99
classification
10 C 13 That the analytical bqol_get_classification 5 4 3 ) 1 %
does not have a classification for programs
10 C 14 The way qf determination of the bud_get' s 4 3 ) 1 %
appropriation ceilings of your organization
0 C 15 The impact of the Mi_nist_ry of Finance on the 5 4 3 , 1 %
budget of your organization
0 C 16 The impact of the Undersecreta.rlat of SPO 5 4 3 , 1 %
on the budget of your organization
10 Co A7V Other: ooooooooooeeecceeeeeee 5 4 3 2 ! %
11.  Mark the most appropriate option related to the costing of the activities/projects in
the performance program of your organization.
[ 1No activity / project were determined in the context of performance program.
[ ]Costof all activities / projects was determined by activity-based costing technique.
[ ] Cost of some activities / projects was determined by activity-based costing technique.
[ 1Appropriations of the administration were distributed to the activities / projects by rule of

thumb.

] Cost of activities / projects was not determined.

Figure 22 (continued)
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12. Mark the most appropriate option related to the determination and preparation of
the budget proposals of the spending units of your organization.

[ ] !twas determined considering the strategic plan and the performance program of the
administration and based on experience.

[ ]1Itwas determined in line with the overall resource requirements of the performance
targets and the activities/projects of the departments.

[ ]It was determined by multiplying appropriation amounts of the previous year by a certain
growth rate.

[ 1 1twas determined considering the expenditures of the previous year.

[ TOMhEr: oo

13.  Mark the most appropriate option related to the determination and preparation of
the budget proposal of your organization.

[ ] 1twas determined based on the budget ceilings specified in the Medium Term Fiscal Plan.

[ 1 1twas determined in line with the overall resource requirement of the performance targets
of the performance program of our administration.

[ 1 Considering the possible cut in the budget negotiations, appropriations more than the
actual need was proposed.

[ ]It was determined by multiplying appropriation amounts of the previous year by a certain
growth rate.

[ TOMNEI: o s

14. Indicate the degree of consideration of the following documents of your
administration in the budget negotiations.

— > c
< = > [ ]
| £18]|2||a
s | 5| 2| E|]|S
z S 2
The degree of the consideration of the strategic plan of
14. 1 | your organization in the budget negotiations done with the | © 1 2 3 99
Ministry of Finance.
The degree of the consideration of the strategic plan of
14. 2| your organization in the budget negotiations done with the | 0 1 2 3 99
Undersecretariat of SPO.
The degree of the consideration of the strategic plan of
14. 3 | your organization in the budget negotiations done in the 0 1 2 3 99
Turkish Grand National Assembly.

Figure 22 (continued)
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Q 14 (cont’d)

Not At All
Partially
Mostly
Completely
No Opinion

The degree of the consideration of the performance
14. 4 | program of your organization in the budget negotiations 0 1 2 3 99
done with the Ministry of Finance.

The degree of the consideration of the performance
14. 5 | program of your organization in the budget negotiations 0 1 2 3 99
done with the Undersecretariat of SPO.

The degree of the consideration of the performance
14. 6 | program of your organization in the budget negotiations 0 1 2 3 99
done in the Turkish Grand National Assembly.

The degree of the consideration of the accountability
14. 7 | report of your organization in the budget negotiations 0 1 2 3 99
done with the Ministry of Finance.

The degree of the consideration of the accountability
14. 8 | report of your organization in the budget negotiations 0 1 2 3 99
done with the Undersecretariat of SPO.

The degree of the consideration of the accountability
14. 9 | report of your organization in the budget negotiations 0 1 2 3 99
done in the Turkish Grand National Assembly.

15.  If the budget appropriations of your administration were changed after the budget
negotiations done with the Ministry of Finance and the Undersecretariat of SPO,
mark the appropriate option.

[ 1Budget appropriations were not changed after the budget negotiations done with the
Ministry of Finance and the Undersecretariat of SPO.

[ ] Targets and their resource requirements in performance program and the budget
appropriations of our administration were updated.

[ 1Only the budget appropriations of our administration were updated, whereas targets and
their resource requirements in performance program were not.

[ ] Performance program of our administration were not updated.

Figure 22 (continued)
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16. If the budget appropriations of your administration were changed after the budget
negotiations done in the Turkish Grand National Assembly, mark the appropriate
option.

[ 1Budget appropriations were not changed after the budget negotiations done in the Turkish

Grand National Assembly.

[ ] Targets and their resource requirements in performance program and the budget

appropriations of our administration were updated.
[ 10Only the budget appropriations of our administration were updated, whereas targets and

their resource requirements in performance program were not.

[ ] Performance program of our administration were not updated.

17. Indicate the degree of consideration of the performance program of your
administration in the preparation of the detailed expenditure program of your
organization.

Not At All Partially Mostly Completely ’.\IO.
Opinion
0 1 2 3 99

18. Are the expenditures linked to the performance targets of your administration?
[ 1Yes [ 1Yes, partially [ 1No

19. Indicate how strongly you agree or disagree with the following statements related to
the use of e-biitce system in performance programming.

TIEEENE
c o pus [=)] cC O o c
22 2| 2 EEFs
by o [»o O
Explanations and directions related to the tables
19. 1 | to be prepared are enough to meet the information 4 3 2 1 99
need of our administration.
19. 2 Data flow is performed easily between the 4 3 ) 1 99
’ performance budget module and other modules.
19. 3 | Data entry can be easily made. 4 3 2 1 99
19. 4 | Data can be easily followed. 4 3 2 1 99
19. 5 Rep(_)rt_ing process meets the need of our 4 3 ) 1 99
administration.

Figure 22 (continued)
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20.

Indicate how strongly you agree or disagree with the following statements.

Strongly
Agree

Agree

Disagree

Strongly
Disagree

No
Opinion

20.

The preparation of strategic plan has been useful for
our administration.

w

N

99

20.

The preparation of performance program has been
useful for our administration.

4

w

99

20.

The preparation of accountability report has been
useful for our administration.

99

20.

The performance of our administration was taken into
consideration by the related authorities in the
determination of the budget of our administration.

99

20.

I think that performance-based budgeting system will
contribute to performance improvement of our
administration.

99

20.

| think that audits done by the Court of Accounts will
contribute to performance improvement of our
administration.

99

20.

| think that internal audit mechanism will contribute to
increasing the performance of our administration.

99

20.

The evaluation done by the Undersecretariat of SPO is
sufficient for determining the quality of our strategic
plan.

99

20.

The evaluation done by the Ministry of Finance is
sufficient for determining the quality of our
performance program.

99

20.

10

Performance program and budget should be prepared
as a single document.

99

20.

11

The analytical budget classification needs to be
changed to enable the appropriate expression of the
cost of the activities.

99

20.

12

The flexibility to transfer budget appropriations
prevents realistic preparation of budget appropriation
proposals of spending units of our administration.

99

20.

13

The flexibility to transfer budget appropriations
prevents realistic preparation of total budget
appropriation proposal of our administration.

99

20.

14

Detailed expenditure programs should be finalized
before the beginning of the fiscal year.

99

20.

15

Individual performance evaluation system should be
created on the basis of performance programs of the
departments and the administrations.

99

20.

16

Possible lack of coordination between the Ministry of
Finance and the Undersecretariat of SPO may
adversely affect the effectiveness of the performance-
based budgeting system.

99

20.

17

There are repeated processes leading to loss of time in
the budgeting process from the preparation of the
Medium Term Program to the publication of the
Budget Law in the Official Gazette.

99

20.

18

We make realistic estimates for the budget
appropriations of our administration for the next 2
years in the framework of the multi-year budgeting
approach.

99

Figure 22 (continued)
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21.

Please specify other opinions and comments.

THANK YOU FOR YOUR CONTRIBUTION

Figure 22 (continued)
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SURVEY OF DETERMINATION OF PROBLEMS FACED WITH
IN THE PERFORMANCE BUDGETING SYSTEM IN TURKEY

QUESTION FORM

EXPLANATION:

This study is done for the purpose of assessing the attitudes, opinions and experiences
of the heads of the strategy development units of the public administrations under
general budget. The findings and results of the study will be handled to determine the
problems faced with by the administrations related to the performance budgeting
system and to make suggestions for improvement of the system.

The findings of the study will be analyzed collectively without revealing the
participants’ identification. Information related to participants and administrations, and
the responses will definitely be kept confidential and will not be used for any other
purpose.

Participation in the study is based entirely on a voluntary basis. Before starting to fill
the questionnaire, please read the statements carefully. Thank you in advance for your
participation and faithfully given responses.

Best regards

Administration: Date:

1. Mark the appropriate option related to the strategic planning process of your
administration.

[ 1No process is being carried on related to strategic planning. = Skip into question 6.

[ ] Strategic planning process keeps going.

2. What is the approximate total number of personnel in the central organization of your
administration?

3. What is the total number of personnel in the strategic planning team of your

administration?
(Strategic planning team includes the employees who actively participate(d) in the preparation of your
administration’s strategic plan.)

[ ]1-10 [ ]11-30 [ 13150 [ ]50-100 [ ]more than 100

Figure 23: Question form for structured interview | #2
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4. Did the personnel of the provincial organization participate in the strategic planning
process?

[ 1Yes [ 1No
5. Mark the personnel participated in the strategic planning team of your
administration. [1, if checked; 0, otherwise]
5.1.[ ] Minister
5.2.[ ] Undersecretary / Chairman
5.3.[ ] Deputy Undersecretary / Deputy Chairman
5.4.[ 1AlIll department managers
5.5.[ ]Some department managers
5.6.[ ] Representatives of all spending units
5.7.[ 1] Representatives of some spending units
5.8.[ ] Personnel of the Strategy Development Unit

5.9.[ ] Consulting firms or consultants

6. Indicate the degree of strength of the following reasons related to the fact that the
strategic plan of your administration could not be completed in time.

[«5)

° 2

> o)

o)) (=) =

>l £ | 8| % |2%|[88
o 2 o £ o s 9 S =
>851 8 5 2 [>=2 o
c a]

<

A. Administrative Reasons

The top management of your
6. A. 1 |administration does not found strategic
planning beneficial

Support of the top management of your
6. A. 2 |administration to strategic planning
process is insufficient

Corporate culture of your administration
for strategic planning is inappropriate

Authorization, duties and responsibilities
6. A. 4 | of youradministration for strategic
planning is inappropriate

Knowledge of the strategic planning team
6. A. 5 | ofyourorganization related to the
process is inadequate

Qualifications of the strategic planning
team of your organization is inadequate

Number of personnel in the strategic
6. A. 7 | planning team of your organization is
more than enough

Number of personnel in the strategic
6. A. 8 | planning team of your organization is
insufficient

Figure 23 (continued)
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Very
Strong
Strong

Ineffective

Weak

Very
Weak

Not

Applicable

A. Administrative Reasons (cont’d)
Participation of the personnel of your

. A e o -
6 o organization to the process is insufficient
Technological opportunities of your
6. A. 10 A .
organization is insufficient
Fiscal opportunities of your organization
6. A 11 |.° e
is insufficient
Data capacity of your organization is
6. A 12 |. "
insufficient

B. Reasons Related to the Strategy Development Unit (SDU)
The head of the SDU does not found

6. B 1 strategic planning beneficial
6. B. 2 Qualifications of the personnel of the
' SDU is inadequate
Number of the personnel of the SDU is
6. B. 3 . .
insufficient
6. B 4 Share of the routine business in the total

business volume of the SDU is too much
C. External Reasons

The By-Law on the Procedures and Bases
for Strategic Planning is inadequate
Information on the Strategic Planning

6. C. 2 | Guideline is not enough to meet the
information need of your administration
Transition date through strategic planning
is appropriate for your administration
Preparation process for strategic planning
6. C. 4 |isnotcomprehensive enough to ensure
the success of strategic planning studies
Strategic planning process is not
appropriate for your administration
Events organized by the Undersecretariat
6. C. 6 |[of SPO (training, workshops, seminars, etc.)
are inadequate

Consultancy support received from the
Undersecretariat of SPO is inadequate
Consultancy support received from the

6. C. 8 | consulting firms or consultants is
inadequate

International best practices were not
investigated

Figure 23 (continued)
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C. External Reasons (cont’d)

Very
Strong
Strong

Ineffective

Strategic plans of the equivalent

Weak

Very
Weak

Not
Applicable

6. C. 10 |[institutions in other countries were not
investigated
6. C. 11
Other: .t
7. Indicate how strongly you agree or disagree with the following statements.
> L ([ >9 c
23 8 1ol k)
c o - g c g § c
c2 2| Z|sE 5
n o (nAQ o
| think that the preparation of strategic plan will be
7.1 L 4 3 2 1 99
useful for our administration.
| think that performance-based budgeting system will
7.2 - - 4 3 2 1 99
contribute to performance improvement of our
I think that audits done by the Court of Accounts will
7.3 - : 4 3 2 1 99
contribute to performance improvement of our
| think that internal audit mechanism will contribute to
7. 4 . h A 4 3 2 1 99
increasing the performance of our administration.
| think that the evaluation done by the Undersecretariat
7. 5 of SPO will be sufficient for determining the quality of | 4 3 2 1 99
our strategic plan.
8. Please specify other opinions and comments.

THANK YOU FOR YOUR CONTRIBUTION

Figure 23 (continued)
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Please answer the questions considering only the administrations under general budget.

1. How many administrations sent their strategic plan to the State Planning Office on

time?

3. Rank the main topics criticized in the evaluation of strategic plans (1 shows the most

frequently criticized topic)?

[ 1 Method of strategic planning process

[ ] Conformity of the contents of strategic

plan to the Guidebook
[ ] Presentation format of strategic plan
[ 1 Information related to administration
[ 1Link between goals and objectives
[ ] Strategies
[ ] Costs

[ 1 Monitoring and evaluation

[ JOther: ..o

4. What are the main areas of the support/guidance demanded from the State Planning

Office by administrations?

[ 1 Method of strategic planning process

[ ] Conformity of the contents of strategic

plan to the Guidebook
[ ] Presentation format of strategic plan
[ ] Information related to administration
[ ] Link between goals and objectives
[ ] Strategies
[ ] Costs

[ 1 Monitoring and evaluation

[ JOther: ..o

[ 1SWOT analysis

[ ] Vision

[ ] Mission

[ ] Goals

[ ] Objectives

[ ] Indicators

[ ] Feasibility analysis

[ ]1Risk assessment

[ ]Link of strategic plan to the

Development Plan

[ 1SWOT analysis

[ ] Vision

[ ] Mission

[ ] Goals

[ ] Objectives

[ ] Indicators

[ ] Feasibility analysis

[ ]Risk assessment

[ ]Link of strategic plan to the

Development Plan

Figure 24: Question form for structured interview | #3
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5. Indicate how strongly you agree or disagree with the following statements.

> (] > c
> 3 3 g = =)
c o - %C% O 'c
£2 2 158 P
) o |»ho @)

Inter-administration relationships are considered in
evaluation of strategic plans.

There is an importance order / a prioritization for the
questions used in evaluation of strategic plans.

The evaluation and feedback given by the State
Planning Office are considered by administrations.

6. Practices of which countries were benefited in the preparation of the By-Law on
Strategic Plans to be Prepared by Public Administrations and the Guidebook for

Strategic Planning ?

8. Do goals represented in strategic plans linked to the elements of the following
documents by the State Planning Office?

Yes
Yes,
Partially
No

8. 1 The Development Plan

8. 2 Medium Term Program

8. 3 Annual Program

9. Please specify other opinions and comments.

THANK YOU FOR YOUR CONTRIBUTION

Figure 24 (continued)
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Please answer the questions considering only the administrations under general budget.

1. How many administrations sent performance program to the Ministry of Finance
on time?

2. To how many administrations were evaluation reports for performance programs
sent?

3. Is there a standard question list/control list used for evaluation of performance
programs?

. What are the main topics criticized in the evaluation of performance programs?
Link between strategic plan and performance program

Performance objectives

Performance indicators

Costing

Tables to be included in performance programs

Appropriateness of the contents of performance program to the Guidebook

4
[
[
[
[
[
[
[ (0]1) -1 oS

—_ e e e et e

5. Practices of which countries were benefited when performance budgeting system of
Turkey was constructed?

6. What are the reasons for the By-Law on Performance Programs to be Prepared by
Public Administrations to be revised in 2009?

Figure 25: Question form for structured interview | #4
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7. Indicate the degree of consideration of the following factors in determination of

expenditure ceilings of administrations in the Medium Term Fiscal Plan.

Not At All

Partially

Mostly

Completely

No Opinion

Expenditure forecasts done by administrations in the previous
years (within the multi-year budgeting perspective)

Expenditures/Budget use ratio of administrations in the
previous years

Amount of appropriations in the Budget Law of the previous
year

Expenditure ceilings in the Medium Term Fiscal Plan of the
previous year

Strategic plans of administrations and related resource
requirements

Performance programs of administrations and related resource
requirements

Previous years’ performance of administrations

Central government revenue forecasts for future years

OLhEI: o

8.

Indicate the effect of the following factors in budget negotiations held with

administrations in determination of appropriations to take place in the Draft Budget.

Very
Effective

Effective

Ineffective

Expenditure ceilings of administrations in the Medium Term Fiscal Plan

Expenditures/Budget use ratio of administrations in the previous years

Previous years’ budgets of administrations

Strategic plans of administrations and related resource requirements

Performance programs of administrations and related resource
requirements

Previous years’ performance of administrations

Feasibility reports of projects/activities

OFNEI: o

Figure 25 (continued)
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9. Is the option for redistribution of appropriations to administrations considered in
determination of appropriations to take place in the Draft Budget?

10. Is the option for redistribution of appropriations between spending units within an
administration considered in determination of appropriations to take place in the Draft
Budget?

11. Is the Ministry of Finance informed about the cash demands sent to the
Undersecretariat of Treasury based on the By-Law on Determination of Cash Demands
of Public Administrations?

13. Please give brief information about plan-program budgeting system implemented in
Turkey in the period of 1973-2003.

14. Please indicate the reasons for deciding on implementation of performance budgeting
system in Turkey.

THANK YOU FOR YOUR CONTRIBUTION

Figure 25 (continued)
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APPENDIX E

ADMINISTRATIVE PROPERTIES AND PRACTICES

The findings obtained via investigation of administrative practices in the
context of performance budgeting and some administrative properties were put into
the questionnaire as new variables.

First of all, strategic planning calendar that specifies the due date for the
publication of strategic plans of administrations was prepared by the SPO.
Accordingly, administrations were classified into four groups. A new variable,
namely, the group of the administration, was added to the questionnaire under name
Q22. The values that the variable can take as well as the labels and explanations are

shown in Table 45.

Table 45: Properties of Q22

Value Label Explanation ‘
1 Group 1 Period of the first strategic plan: 2007-2011
2 Group 2 Period of the first strategic plan: 2008-2012
3 Group 3 Period of the first strategic plan: 2009-2013
4 Group 4 Period of the first strategic plan: 2010-2014

Level of participation in the strategic planning teams of administrations,
which is obtained using the logic in Table 46, was also added to the questionnaire. It is
important to note that the main determinant of the level is whether the representatives
of all spending unit are involved in the team or not. The values that the variable,

named Q23, can take and the labels are shown in Table 47.
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Table 46: Levels of participation in the strategic planning team

Table 47: Properties of Q23

Value Label

No participation

Poor participation

Good participation

0
1
2 Average participation
3
4

Excellent participation

Another variable that was added in the questionnaire is the level of ownership

by the top management in strategic planning teams, which is obtained using the logic
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in Table 48. The values that the variable, named Q24, can take and the labels are
shown in Table 49.

Table 48: Levels of ownership by the top management

Table 49: Properties of Q24

Value Label

0 No ownership

1 Average ownership
2 Good ownership

3 Excellent ownership

A variable denoting whether the administration is affiliated to another one or
not was also added in the questionnaire. The values that the variable named Q25 can
take and the labels are shown in Table 50.

A variable related to the budget size of administrations was also added in the
questionnaire. The values that the variable named Q26 can take and the labels are

shown in Table 51.
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Table 50: Properties of Q25

Value Label

0

Not affiliated

1

Affiliated to a Ministry

2

Affiliated to the Prime Ministry

Table 51: Properties of Q26

Value Label
1 Budget < 10,000,000 TL
2 10,000,000 TL < Budget < 100,000,000 TL
3 100,000,000 TL < Budget < 1,000,000,000 TL
4 1,000,000,000 TL < Budget

A variable related to the personnel size of administrations was also added in

the questionnaire. The values that the variable named Q27 can take and the labels are

shown in Table 52.

Value

I ————————————————

Table 52: Properties of Q27

Label

Total Number of Personnel <500

500 < Total Number of Personnel < 1,000

1,000 < Total Number of Personnel <2,500

AW |IN|PF

2,500 > Total Number of Personnel
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APPENDIX F

DETAILS OF THE ANALYSIS OF THE QUESTIONNAIRE

Cross tabulations were constructed to investigate the association between two
sub-questions.

The cross tabulation constructed for the effect of the support of the top
management and the level of ownership by the top management in sp teams, which

refers to analyze the association between questions 24 and 8.A.1, is presented below.

Table 53: Crosstabulation for Sub-Questions 8.A.1 and 24

The effect of the support of the top
management

Disabling | No Effect | Enabling | Total
Level of No ownership 1 1 11 13
ownershipby  Average ownership 1 1 5 7
mgrfggement .-~ Good ownership 0 0 1 1
sp teams Excellent ownership 0 2 13 15
Total 2 4 30 36

The cross tabulation constructed for the level of participation in the strategic
planning teams and the effect of the participation of the personnel on the process,
which refers to analyze the association between questions 23 and 8.A.6, is presented

below.
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Table 54: Crosstabulation for Sub-Questions 8.A.6 and 23

The effect of the participation of the
personnel to the process

Disabling | No Effect | Enabling | Total

Level of Poor participation 1 0 0 1
participation Average participation 2 2 1 5
in the sp teams  Good participation 2 2 7 11
Excellent participation 1 1 17 19

Total 6 5 25 36

The cross tabulation constructed for whether consultants or consulting firms
participated in the strategic planning of an administration and the effect of the
consultancy support received from them, which refers to analyze the association

between questions 4.9 and 8.C.11, is presented below.

Table 55: Crosstabulation for Sub-Questions 4.9 and 8.C.11

The effect of the consultancy support
received from consultants or
consulting firms

Disabling | No Effect | Enabling Total
Participation of 0 1 8 5 14
consultants/consulting
firms in the sp team 1 1 9 11
Total 2 9 14 25

The cross tabulations constructed for whether how strategic plans will be
linked to the development plans and programs is open for the administration and the
effect of these documents, which refers to analyze the association between questions
6.A.7 and 8.C.1, 6.A.7 and 8.C.2, and 6.A.7 and 8.C.3, are presented below.
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Table 56: Crosstabulation for Sub-Questions 6.A.7 and 8.C.1

The effect of the Development Plan

Disabling | No Effect | Enabling | Total

Q6.A.7 Opponent 2 5 9 16
Proponent 0 2 16 18

Total 2 7 25 34

Table 57: Crosstabulation for Sub-Questions 6.A.7 and 8.C.2

The effect of the Medium Term

Program
Disabling | No Effect | Enabling Total
Q6.A.7 Opponent 3 5 8 16
Proponent 0 2 16 18
Total 3 7 24 34

Table 58: Crosstabulation for Sub-Questions 6.A.7 and 8.C.3

The effect of the Medium Term

Fiscal Plan
Disabling | No Effect | Enabling Total
Q6.A.7 Opponent 3 6 7 16
Proponent 2 2 14 18
Total 5 8 21 34

The cross tabulation constructed for whether how inter-administration
relationships will be considered in strategic planning is open for the administration
and the effect of these relationships, which refers to analyze the association between
questions 6.A.8 and 8.C.4, is presented below.

Table 59: Crosstabulation for Sub-Questions 6.A.8 and 8.C.4

The effect of the inter-administration
relationships

Disabling | No Effect | Enabling Total
Q6.A.8 Opponent 1 8 14 23
Proponent 3 1 6 10
Total 4 9 20 33
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The cross tabulation constructed for the status related to the update of

performance programs after the negotiations with the MoF and the SPO and after the

negotiations held in the Parliament, which refers to analyze the association between

questions 15 and 16, is presented below.

Table 60: Crosstabulation for Sub-Questions 15 and 16

Q16
A C D Total
Q15 A 10 0 0 0 10
B 3 1 1 0 5
C 3 0 5 0 8
D 0 0 0 2 2
Total 16 1 6 2 25

The cross tabulations constructed for whether data entry to the e-biitce system

is easy and the difficulty level of recording data related to strategic plan and

performance program to the system, which refers to analyze the association between

questions 19.3 and 7.15, and 19.3 and 9.15, are presented below.

Table 61: Crosstabulation for Sub-Questions 19.3 and 7.15

difficulty level of recording data related to strategic

plan to the system

Easy to be A Bit Difficultto | Very Difficult to
Performed be Performed be Performed Total
Q19.3 Opponent 4 1 1 6
Proponent 5 2 0 7
Total 9 3 1 13
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Table 62: Crosstabulation for Sub-Questions 19.3 and 9.15

difficulty level of recording data related to performance

rogram to the system
Easy to be A Bit Difficult to | Very Difficult to
Performed be Performed be Performed Total
Q19.3 Opponent 2 3 3 8
Proponent 2 2 1 5
Total 4 5 4 13

The cross tabulation for whether methods that can be used in costing of
activities is adequate and the difficulty level of activity costing, which refers to
analyze the association between questions 6.B.5 and 9.10, is presented below.

The cross tabulation constructed for whether how costs of activities will be
expressed according to analytical budget classification is clear and the difficulty level

of expressing as such, which refers to analyze the association between questions 6.B.6
and 9.11, is presented below.

Table 63: Crosstabulation for Sub-Questions 6.B.5 and 9.10

difficulty level of costing activities
A Bit Very
Easy to be | Difficulttobe | Difficultto Not
Performed Performed be Performed | Performed | Total
Q6.B.5 Opponent 2 12 8 3 25
Proponent 1 3 0 0 4
Total 3 15 8 3 29

Table 64: Crosstabulation for Sub-Questions 6.B.6 and 9.11

difficulty level of expressing activities according to
analytical budget classification
A Bit Very

Easy to be | Difficultto be | Difficult to Not
Performed Performed be Performed | Performed | Total
Q6.B.6 Opponent 3 6 8 3 20
Proponent 3 3 0 1 7
Total 6 9 8 4 27
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The cross tabulation constructed for whether how performance programs will
be updated is clear and the way of update, which refers to analyze the association

between questions 6.B.7 and 15, is presented below.

Table 65: Crosstabulation for Sub-Questions 6.B.7 and 15

Q15
A B C D Total
Q6.B.7 Opponent 5 4 4 1 14
Proponent 5 1 3 9
Total 10 5 7 1 23

The cross tabulation constructed for the difficulty level of expressing costs of
activities according to analytical budget classification and the opinion that the
classification should be changed, which refers to analyze the association between

questions 9.11 and 20.11, is presented below.

Table 66: Crosstabulation for Sub-Questions 9.11 and 20.11

Q20.11
Opponent | Proponent Total
Q9.11 Easy to be Performed 3 2 5
A Bit Difficult to be Performed 3 4 7
Very Difficult to be Performed 2 7 9
Not Performed 1 2 3
Total 9 15 24

The cross tabulations constructed for whether how strategic plans and
performance programs are clear and the difficulty level of prioritizing the objectives in
the strategic plan, which refers to analyze the association between questions 6.A.10

and 9.1, and 6.B.2 and 9.1 are presented below.
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Table 67: Crosstabulation for Sub-Questions 6.A.10 and 9.1

Q6.A.10
Opponent | Proponent Total
Qa.1 Easy to be Performed 2 6 8
A Bit Difficult to be Performed 5 8 13
Very Difficult to be Performed 6 1 7
Total 13 15 28
Table 68: Crosstabulation for Sub-Questions 6.B.2 and 9.1
Q6.B.2
Opponent | Proponent Total
Q9.1 Easy to be Performed 2 6 8
A Bit Difficult to be Performed 6 8 14
Very Difficult to be Performed 4 3 7
Total 12 17 29

The cross tabulation constructed for whether the information given in the
Guidebook for Strategic Planning is adequate for an administration and the effect of
the Guidebook on the process, which refers to analyze the association between

questions 6.A.4 and 8.C.6, is presented below.

Table 69: Crosstabulation for Sub-Questions 6.A.4 and 8.C.6

The effect of the Guidebook
Disabling | No Effect | Enabling Total
Q6.A.4 Opponent 2 2 9 13
Proponent 0 2 21 23
Total 2 4 30 36

The correlation matrix constructed for average scores of administrations in
question groups in shown in Table 70. The correlation matrix constructed to see the

response pattern within administration groups is presented in Table 71.
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APPENDIX G

MULTIPLE CRITERIA DECISION MAKING METHODS
AND BALANCED SCORECARD APPROACH

In this part, multiple criteria decision making methods are explained briefly

first. Then, brief information about balanced scorecard approach is represented.

G.1. Multiple Criteria Decision Making Methods

The aim of multi-criteria decision-aid is to provide some tools to the decision
maker to enable him to proceed in solving the decision problem that includes
conflicting viewpoints (Vincke 1992). “Multiple criteria decision making [MCDM]
refers to making decisions in presence of multiple, usually conflicting criteria” and has
the following two categories: (i) multiple objective decision making and (ii) multiple
attribute decision making (Rao 2007). The latter one, which involves selecting one
among a predetermined set of alternatives (Rao 2007, Triantaphyllou 2000), is
handled in this study.

Common aspects of MCDM methods are as follows: (i) alternatives, which are
“choices of action available to the decision maker”, (ii) multiple attributes, goals or
decision criteria, which are different perspectives to assess alternatives, (iii) conflict
among criteria, (iv) incommensurable (different) units of criteria, (v) decision weights
or importance of criteria, and (vi) decision matrix (Triantaphyllou 2000). MCDM
methods may be stochastic, deterministic and fuzzy in terms of the types of data used,
and may involve single or group decision makers (Triantaphyllou 2000).

MCDM methods are the analytic hierarchy process (AHP), the analytic
network process (ANP), Technique for Order Preference by Similarity to Ideal
Solution (TOPSIS), ELECTRE and Preference Ranking Organization Method for
Enactment Evaluations (PROMETHEE). In addition, the common multi-criteria

aggregation methods are the weighted sum method, the weighted product method, the
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lexicographic method and the sum of ranks method (Triantaphyllou 2000, Vincke
1992).

Since AHP and ANP are mentioned in the main text, multi-criteria
aggregation methods are briefly explained first and then information about other

multi-criteria decision making methods are presented in this part.

G.1.1. Weighted Sum Method

In the weighted sum method, which is also called as simple additive
weighting, the total value of an alternative is equal to the sum of the products of the
actual value of that alternative in terms of a criterion and weight of that criterion and
the best alternative is the one having the maximum total value (Triantaphyllou 2000).
It is important to note that (i) the sum of all weights of criterion should be one and (ii)
additive utility assumption should hold in the model; that is all units should be the
same, which implies single dimensionality, or all elements should be normalized (Rao
2007, Triantaphyllou 2000)

G.1.2. Weighted Product Method

In the weighted product method, each alternative is compared to the others
and the best one is selected as follows: (i) a ratio of the actual value of an alternative
in terms of a criterion to that of the other alternative is found, which implies
normalization (ii) the obtained ratio is raised to the power equivalent to the weight of
corresponding criterion, (iii) product of the ratios calculated for each criterion gives
the ratio for a pair-wise comparison of alternatives, and (iv) the best alternatives is the
one that is better than or at least equal to all other ones (Triantaphyllou 2000). Since
relative values are used in this model, it is appropriate for both single and multi

dimensional cases (Triantaphyllou 2000).

G.1.3. Lexicographic Method
In the lexicographic method, “criteria are ranked in the order of their
importance and the alternative with the best performance score on the most important

criterion is chosen” (Fiilop ).
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G.1.4. ELECTRE Method

ELECTRE (Elimination and Choice Translating Reality) method deals with
outranking relations via pair-wise comparing alternatives based on each criterion
(Triantaphyllou 2000).

There are four different version of this method. The ELECTRE | method, the
first outranking method in the literature, is used “to obtain a subset N of actions such
that any action which is not in N is outranked by at least one action of N” (Vincke
1992). The aim of the ELECTRE Il method is to rank the actions from best to worst
(Vincke 1992). The ELECTRE Il method not only deals with ranking problems, but
also takes indifference and preference thresholds into account (Vincke 1992). The
ELECTRE IV method also used in ranking problems, but it does not assign any
weighing of criteria based on the assumption that no criteria are insignificant with
regard to another (Vincke 1992).

Since the method offers a clearer vision for alternatives via removing less
favorable ones, it is especially suitable for cases where there are small number of
criteria and a large number of alternatives (Rao 2007, Lootsma 1990 quoted in Rao
2007).

G.1.5. TOPSIS

In the core of TOPSIS (the Technique for Order Preference by Similarity to
Ideal Solution) lies the concept that the selected alternative is the one that have the
shortest Euclidean distance from the ideal solution as well as the farthest from the
negative ideal solution (Rao 2007, Triantaphyllou 2000). The ideal solution is a
hypothetical one which is found using the assumption that “each criterion has a
tendency of monotonically increasing or decreasing utility” (Rao 2007, Triantaphyllou
2000). Entropy method and standard deviation method can be used for deciding the
weights of attributes objectively and AHP can be used for doing so subjectively (Rao
2007). Then, the preference of alternatives is found by series of comparison of relative

distances (Triantaphyllou 2000).

G.1.6. PROMETHEE
PROMETHEE (Preference Ranking Organization Method for Enrichment
Evaluations) is used to obtain an outranking relation involving concepts and

parameters having some physical or economic interpretation (Vincke 1992).
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PROMETHEE methods are outranking methods. Information between criteria,
which refers to the weights for relative importance of criteria, and within each
criterion, which is obtained via pair-wise comparisons, is required for the methods
(Brans and Mareschal 2005). That is; it is assumed that the weights of the criteria have
already been determined by an appropriate method and normalized (Filép ).

PROMETHEE 1 is used for partial ranking, whereas Il is used for complete
ranking of alternatives and they are both appropriate for selecting one alternative
(Brans and Mareschal 2005). PROMETHEE V handles the problems where a subset
of alternatives needs to be identified, given some constraints (Brans and Mareschal
2005).

G.1.7. Group Decision Making

Moreno-Jiménez et al. (2002) stated the following decision making situations
with multiple actors: (i) group decision making, where individuals work together to
obtain a common goal, (ii) negotiated decision making, where each decision maker
resolves the problem individually and then all of them looks for agreement and
disagreement, and (iii) systematic decision making, where each decision maker can act
independently and the principle of tolerance is then raised to enable integration of the
different points.

There are also two different approaches of for group decision making; namely,
to work with (i) individual judgments, where several individuals act as a one and a
new judgment matrix for the group is built via consensus, voting or aggregation of
judgments, and (ii) individual priorities where priorities of the group are obtained by
aggregation of individual priorities (Saaty 1989, Ramanathan and Ganesh 1994,
Forman and Peniwati 1998 quoted in Altuzarra et al. 2007). In both approaches, the
most common aggregation technique used is the weighted geometric mean (Altuzarra
et al. 2007).

G.2. Balanced Scorecard Approach

The Balanced Scorecard (BSC), which was developed by Kaplan and Norton
in 1990, is a carefully selected set of measures derived from an organization’s strategy
(Niven 2002). It enables looking at the business from four perspectives; namely,

financial, customer, internal business, learning and growth (Kaplan and Norton 1992).
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Some sub-elements or categories are also suggested for the perspectives
(Tjader et al. 2009, Niven 2002, Kaplan and Norton 1992), which may be: (i) cash
flow, profitability, revenue growth, cost savings, economic value added and industry
leader for financial perspective, (ii) availability of products/services, time, quality,
performance and service, cost/price stability, customer database and customer
satisfaction for customer perspective, (iii) internal control, quality, agility, core focus
and certificates for internal business perspective and (iv) employee skills/competency,
employee satisfaction, availability of information, technology research and
development and management expertise and know-how for learning and growth

perspective.

G.3. Literature Review

There are several examples related to the use of the multi-criteria decision
making tools and the Balanced Scorecard approach (BSC) in strategic management
and performance management areas. For instance; Kadak (2006), Eraslan and Algiin
(2005) and Albayrak (2004) studied the implementation of the analytic hierarchy
process (AHP) for performance measurement. Kocadagli (2006) used linear goal
programming for budgeting of a schoolroom.

There are also various studies related to the combined approached. Jovanovic
and Krivokapic (2008) and Leung et al. (2006) used both the AHP and the ANP in the
implementation of the balanced scorecard (BSC) concept. In addition, Tjader et al.
(2009) integrated the ANP with BSC for information technology outsourcing decision

making.
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APPENDIX H

SUPPLEMENTARY INFORMATION ABOUT THE PROPOSED SYSTEM

H.1. Approaches for Determining Strategic Issues

Bryson (2004) specified the step of determining strategic issues, which are

essential policy questions or important challenges that have an effect on fundamental

structure of the organization, such as mandates, mission and processes, as the core of

the strategic planning process. Approaches recommended by him are summarized in

Table 72.
Table 72: Approaches used for determining strategic issues
Approach  How to Use? " When to Use?
If one of the followings holds;
Strategic issues are identified | ® There is no agreement on goals
The via review of mandates, e Goals are too conceptual
direct mission, strengths, e There is not a preexisting vision
approach | weaknesses, opportunities and | e There is no opportunity to impose goals to
challenges of the organization. stakeholders
e The environment is too unstable
If one of the followings holds;
. N There is a strong agreement on goals and
First goals and objectives are * objectives 949 g
determined or current ones are _ .
The ; . e Goals and objectives are precise and
reviewed and updated, if ;
goals . detailed
necessary. Then strategic .
approach | . - e There are key decision makers or external
issues can optionally be 0] Is to stakehold
addressed to achieve them. POWETS 10 1Mpose goals o Stakenolders
o Official and operational goals are not too
separate

* Adapted from Bryson (2004).
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Table 72 (continued)

Approach  How to Use? \ When to Use?
If one of the followings holds;
Strategic issues are identified | ® There is no agreement on goals
The via review of mandates, e Goals are too conceptual
direct mission, strengths, e There is not a preexisting vision
approach | weaknesses, opportunities and | e There is no opportunity to impose goals to
challenges of the organization. stakeholders
e The environment is too unstable
If one of the followings holds;
First goals and objectives are * -(I;E?gitlif,s;tmng agreement on goals and
determined or current ones are —_— .
The iewed and updated. if e Goals and objectives are precise and
goals reviewed and up - detailed
necessary. Then strategic .
approach | . - e There are key decision makers or external
issues can optionally be )
addressed to achieve them. powers to impose goals to stakeholders
¢ Official and operational goals are not too
separate
The An ideal future situation of the
vision of | organization is described first, | If integration across boundaries and
success and then the way to achieve it | functions of the organization is required
approach | is addressed.
If one of the followings holds;
e There is a need for a major strategic
Strategic issues are redirection, yet the need have not been
The determined indirectly where realized yet
indirect current system of |dea§ are e There is no agreement on goals
approach formed and then combln(_ed in | e Goals are too conceptual
new ways using their action e There is not a preexisting vision
implications. e There is no opportunity to impose goals to
stakeholders
e The environment is too unstable
Possible actions and the ways
to handle them are determined | If one of the followings holds;
The oval . . - lex i t be understood
mapping via bramstormmg and o C_omp_ ex issues can not be understoo
approach clustered using causal e Time is short and actions should be
mapping, which are then used focused
to determine strategic issues.
Strategic issues are If one of the followings holds;
determined and framed e The costs of wrongly framing an issue are
questioning the following high
The issue | tensions surrounding them: e There is high ambiguity about what an
tensions | human resources, innovation issue essentially is
approach | and change, maintenance of
tradition, productivity This approach can be used either
improvement and their individually or with other approaches.
possible combinations.

* Adapted from Bryson (2004).
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Table 72 (continued)

Approach  How to Use? \ When to Use?
System analysis is a process
of collecting factual data,
understand the processes
involved, identifying
problems and recommending

If one of the followings holds;
e An issue can be conceptualized as a

System feasible suggestions for system
analysis improving the system . mgéee Iaerde feedback effects need to be

functioning to aid decision
maker(s) in identifying a
better course of action and
make a better decision. ™
" Adapted from Bryson (2004).
www.nos.org/cca/ccal.pdf

H.2. Cascade Performance Budgeting

Mercer (2003) defined cascade performance budgeting as a “systematic
approach for developing effective performance budgets at government agencies”.
What lie in the core of the approach are (i) constructing a clear link between the long-
term goals of the agency and day-to-day program activities, and (ii) identifying the full
cost as well as the unit cost of the activities (Mercer 2003).

He concatenated the steps in cascade performance budgeting as follows: (i)
the structure for budget accounts is aligned with that of the strategic plan of the
organization, (ii) it is shown how the structure flows down as a series of
interconnected performance budgets, (iii) day-to-day activities are linked to
performance budgets, and (iv) the full cost of the activities is shown, which will

enable the calculation of the full cost of objectives.
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APPENDIX |

SUPPLEMENTARY INFORMATION ABOUT THE PROPOSED METHOD
FOR UPDATE OF PERFORMANCE PROGRAMS

I.1. Supplementary Information for the Analytic Hierarchy Process

Cluster matrices for the first and the third target are given in Figures 26 and
27, respectively. Unweighted super matrix, weighted super matrix and limit matrix for
the analytic hierarchy process related to the first target are shown in Tables 73-75,

respectively. Matrices related to the third target are shown in Tables 76-78.

Cluster
Mode Labels

Cluster
Mode Labels

0.325663

Figure 27: Cluster matrix for the third target of the unit
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1.2. Supplementary Information for the Resource Allocation Model

The GAMS IDE code of the proposed resource allocation model for the unit is
shown in Figure 28. The code of the non-itemized budget alternative is shown in
Figure 29.

Sets i /1,2,3,4,5,6,7,8,9,10/
j/1,2,3/

nl/033,035,037/

n2 /033,035,037/
d/0,1,2,3,4,5/

g/1,2,3,4,5/,
Parameter
K@)
/10.064
20.290
30.646/;
Parameter
PGT())
/1100
2100
3100/;
Table PW(i,0)

1 2 3 4 5
1 100 O 0 O 0
2 100 O 0 0 0
3 100 O 0 0 0
4 15 15 15 25 30
5 10 10 20 40 20
6 10 5 5 15 65
7 10 10 70 10 O
8 100 O 0 0 0
9 100 O 0 0 0
10 25 15 35 25 O
Table IM(i,g)

1 2 3 4 5
1 100 O 0 0 0
2 100 O 0 0 0
3 100 O 0 0 0
4 25 10 30 10 25
5 15 15 15 30 25
6 10 5 15 10 60
7 20 20 45 15 O
8 100 O 0 0 0
9 100 O 0 0 0
100 25 25 25 25

Figure 28: GAMS code for the proposed model
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Table W(i.j)
1

2 3

1 0112 0 0

2 0.292 0 0

3 0.366 0 0

4 0.230 0 0

5 0 1 0

6 0 0 0.362
7 0 0 0.357
8 0 0 0.152
9 0 0 0.073
10 0 0 0.056;
Parameter

R(nl1)
/033 36000

035 180000

037 15000/,

Table C(n1,i,g)

1 2 3 4 5
035.1 500
035.2 500
035.3 15400
0334 2200 7800 0 O O
0354 0 0 3800 2000 O
0374 0 0 O O 15000
033.5 4000 4000 13100 O
0355 0 0 O 6000 10800
033.6 4700 4700 8400 8400
0356 0 0 O O 150000
035.7 1800 1800 50000 1800
035.8 1500
035.9 1500
033.10 4800 4800 8750 8750;

Positive Variables X(n1,i,9),S(),E(j),BT(n1,n2);

Variables z,PG(j),A(i),HW(i);

Binary Variables SC(i,g),BTS(n1,n2);

Equations transfer(n1,n2), ratiol, ratio2, ratio3,
ratio41,ratio42,ratio43,ratio44,ratio45,ratio51,ratio52,ratio53,ratio54,ratio55, ratio61,ratio62, ratio63,ratio64,
ratio65,ratio71,ratio72,ratio73,ratio74,ratio8,ratio9,ratio101,ratio102,ratio103,ratio104,completion62,
completion64,completion71,completion72,completion102,completion104,REquality3,REquality5,
REquality7,performance(j),upper(ni,i,g),objective, completion(i), effect(i), deviation(j), completionAl,
transfer13,transferl5,transferl?,transfer2,transfer3,transfer4,transfer5,transfer6, transfer7;

REquality3.. sum((i,g),X('033',i,g))=I=R('033")-sum(n2,BT('033',n2))+sum(n1,BT(n1,'033");

REquality5.. sum((i,g),X('035',i,9))=1=R('035")-sum(n2,BT('035',n2))+sum(n1,BT(n1,'035");

REquality7.. sum((i,g),X('037',i,9))=1=R('037")-sum(n2,BT('037',n2))+sum(n1,BT(n1,'037"));

transfer13.. sum(n1,BT(n1,'033"))=I=R('033')*0.2;
transfer15.. sum(n1,BT(n1,'035"))=1=R('035")*0.2;
transferl?.. sum(n1,BT(n1,'037"))=1=R('037")*0.2;

transfer2.. BTS('033','035")+BTS('035','033")+BTS('035','037")=I=1
transfer3.. BTS('033','037")+BTS('037','033")+BTS('037','035")=I=1,;
transfer4.. BTS('037','035")+BTS('035','037")+BTS('035','033")=I=1
transfer5.. BT('033','033")=e=0;

transfer6.. BT('035','035")=e=0;

transfer7.. BT('037','037")=e=0;

transfer(n1,n2).. BT(n1,n2)=1=BTS(n1,n2)*R(n2)*0.2;

Figure 28 (continued)
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upper(n,i,g).. X(nl,i,g)=1=C(nl,i,g);
completionAl.. A('1")=e=100;

ratiol.. SC('1''1)=I=X(035',1''1)/C('035'1','1");
ratio2.. SC('2''1)=I=X(035',2''1')/C('035',2"'1);
ratio3.. SC('3,'1)=I=X(035','3"'1)/C('035',3','1";
ratiod1.. SC(4','1)=I=X(033"'4''1)/C(033"'4''1");
ratiod2.. SC('4','2)=I=X('033','4''2)/C('033'4''2";
ratiod3.. SC('4','3)=I=X(035',4''3)/C(035',4','3Y;
ratiod4.. SC('4','4')=I1=X(035','4''4)/C('035','4' '4";
ratiod5.. SC('4','5)=I=X(037',4''5')/C('037',4'5Y;
ratio51.. SC('5','1)=I=X(033",5','1)/C('033,'5','1";
ratio52.. SC('5','2)=I=X(033",5',°2)/C('033','5','2";
ratio53.. SC('5','3)=I=X('033",5','3)/C('033','5','3";
ratio54.. SC('5','4")=I=X('035','5','4')/C('035','5' '4";
ratio55.. SC('5','5')=I1=X(035','5','5')/C('035','5','5");
ratio61.. SC('6','1)=I=X(033",'6','1)/C('033,'6','1";
ratio62.. SC('6',2)=I=X(033",'6',°2)/C('033"'6',2);
ratio63.. SC('6','3)=I=X('033",'6','3)/C('033','6','3Y;
ratio64.. SC('6',4')=I1=X(033",'6','4')/C('033','6''4";
ratiod5.. SC('6','5')=I=X('035','6',’5')/C('035',6','5");
ratio71.. SC('7','1)=I=X(035','7''1)/C('035',7','1";
ratio72.. SC('7,'2)=I=X (035", 7"2)/C('035',7','2";
ratio73.. SC('7','3)=I=X(035',7''3)/C('035',7','3";
ratio74.. SC('7','4')=I1=X (035", 7" '4')/C('035', 7' '4";
ratio8.. SC('8','1)=I=X('035','8''1')/C('035','8','1";
ratio9.. SC(9','1)=I1=X(035',9''1')/C('035',9','1);
ratio101.. SC('10','1')=I=X(033',10','1')/C('033','10", 1');
ratio102.. SC('10','2)=I=X('033',10','2')/C('033','10", 2’);
ratio103.. SC('10','3)=I=X('033'10','3')/C('033','10",'3);
ratio104.. SC('10','4")=1=X(033',10','4')/C('033','10", 4');

completion62.. SC('6','1)=g=SC('6','2");
completion64.. SC('6','3")=g=SC('6','4");
completion71.. SC('7','1)=g=SC('7','3";
completion72.. SC('7','2")=g=SC('7",'3";
completion102.. SC('10','1")=g=SC('10','2";
completion104.. SC('10','3)=g=SC('10','4");

completion(i).. A(i)=e=sum(g,(SC(i,g)*IM(i,q)));
effect(i).. HW(i)=e=sum(g,(SC(i,g)*PW(i,)));

performance(j).. PG(j)=e=sum(i,W(i,j)*HW(i));
deviation(j).. E(j)-S(j)=e=PGT(j)-PG(j);
objective.. z=e=sum(j,K()*(E(j)+S()));

Model UPDATE /all/;

solve UPDATE using MIP minimizing z;

Figure 28 (continued)
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Setsi/1,2,3,4,5,6,7,8,9,10/

j11,2,3/
n /033,035,037/
d/0,1,2,3,4,5/
9/1,2,3,4,5/,
Parameter
K@)
/1 0.064
20.290
30.646/;
Parameter
PGT(j)
/1100
2100
3100/;
Table PW(i,g)
1 2 3 4 5
1 100 O 0 0]
2 100 O 0 0
3 100 O 0 0
4 15 15 15 25
5 10 10 20 40
6 10 5 5 15
7 10 10 70 10
8 100 O 0 0
9 100 O 0 0
10 25 15 3B 25
Table IM(i,g)
1 2 3 4 5
1 100 O 0 0
2 100 O 0 0
3 100 O 0 0
4 25 10 30 10
5 15 15 15 30
6 10 5 15 10
7 20 20 45 15
8 100 O 0 0
9 100 O 0 0
10 25 25 25 25
Table W(i,j)
1 2 3
1 0112 0 0
2 0.292 0 0
3 0.366 0 0
4 0.230 0 0
5 0 1 0
6 0 0 0.362
7 0 0 0.357
8 0 0 0.152
9 0 0 0.073
10 0 0 0.056;
Parameter
R(n)
/033 36000
035 180000
037  15000/;

25
25
60
0
0
0
0;

Figure 29: GAMS code for the non-itemized budget alternative
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Table C(n,i,g)
1 2
035.1 500
035.2 500
035.3 15400
0334 2200 7800 0 O O
0354 0 0 3800 2000 O
0374 0 0 O O 15000
033.5 4000 4000 13100 O
0355 0 0 O 6000 10800
033.6 4700 4700 8400 8400
0356 0 0 O O 150000
035.7 1800 1800 50000 1800
035.8 1500
035.9 1500
033.10 4800 4800 8750 8750;

3 4 5

Positive Variables X(n,i,9),5(),EQ);

Variables z,PG(j),A(i),HW(i);

Binary Variables SC(i,g);

Equations ratiol, ratio2, ratio3,
ratio41,ratio42,ratio43,ratio44,ratio45,ratio51,ratio52,ratio53,ratio54,ratio55,ratio61,ratio62, ratio63, ratio64,
ratio65,ratio71,ratio72,ratio73,ratio74,ratio8,ratio9,ratio101,ratio102,ratio103,ratio104,completion62,
completion64,completion71,completion72,completion102,completion104,REquality,performance(j),
upper(n,i,g),objective, completion(i), effect(i), deviation(j), completionA1,

REquality.. sum((n,i,g),X(n,i,g))=l=sum(n,R(n));

upper(n,i,g).. X(n,i,g)=1=C(n,i,q);
completionAl.. A('1)=e=100;

ratiol.. SC('1','1)=I=X(035',1''1)/C('035',1','1";
ratio2.. SC('2','1)=I=X(035',2"'1')/C('035',2','1";
ratio3.. SC('3','1)=I=X('035','3"'1)/C('035',3','1";
ratio41.. SC(4','1)=1=X('033',4','1")/C(1033','4''1";
ratiod2.. SC(4','2)=I=X(033",4'2)/C(033"'4','2";
ratiod3.. SC('4','3)=I=X('035',4''3)/C('035',4''3Y;
ratiod4.. SC('4','4)=1=X('035',4','4')/C('035' ‘4" '4";
ratiod5.. SC('4','5)=I1=X(037",4''5')/C('037"'4','5";
ratio51.. SC('5','1)=I=X(033",5','1)/C('033,'5','1";
ratio52.. SC('5','2)=I=X('033",5',°2)/C('033','5','2";
ratio53.. SC('5','3)=I=X('033",5','3)/C('033','5','3";
ratio54.. SC('5','4')=I=X(035','5','4')/C('035','5' '4";
ratio55.. SC('5','5)=I=X('035',5','5')/C('035','5','5");
ratio61.. SC('6','1)=I=X('033",'6','1)/C('033','6''1";
ratio62.. SC('6',2)=I=X('033",'6',°2)/C('033','6','2";
ratio63.. SC('6','3)=I=X(033",'6','3)/C('033','6','3";
ratiod4.. SC('6','4')=I=X(033','6''4')/C('033"'6','4";
ratio65.. SC('6','5)=I=X('035','6',’5')/C('035',6','5");
ratio71.. SC('7','1)=I=X(035',7''1)/C(035',7','1";
ratio72.. SC('7','2)=I=X('035','7'2)/C('035',7','2";
ratio73.. SC('7','3)=I=X(035', 7''3)/C('035',7','3);
ratio74.. SC('7','4)=1=X(035',7,'4)/C(035', 7' '4";
ratio8.. SC('8','1)=I=X(035','8"'1)/C('035',8','1");
ratio9.. SC('9','1)=I=X(035',9''1")/C('035''9','1";
ratio101.. SC('10','1)=I=X('033'10','1')/C('033','10",'1');
ratio102.. SC('10','2")=1=X('033'10','2')/C('033','10", 2);
ratio103.. SC('10','3)=I=X('033',10','3")/C('033','10",'3);
ratio104.. SC('10','4")=I=X('033',10''4')/C('033','10',4');

Figure 29 (continued)
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completion62.. SC('6','1)=g=SC('6','2");
completion64.. SC('6','3")=g=SC('6','4");
completion71.. SC('7','1)=g=SC('7",'3");
completion72.. SC('7','2")=g=SC('7",'3");

completion102.. SC('10','1")=g=SC('10','2";
completion104.. SC('10','3")=g=SC('10','4");

completion(i).. A(i)=e=sum(g,(SC(i,g)*IM(i,9)));
effect(i).. HW(i)=e=sum(g,(SC(i,9)*PW(i,g)));

performance(j).. PG(j)=e=sum(i,W(i,j)*HW(i));
deviation(j).. E(j)-S(j)=e=PGT(j)-PG(j);
objective.. z=e=sum(j,K()*(E(G)+S()));

Model UPDATE /all/;

solve UPDATE using MIP minimizing z;

Figure 29 (continued)

Sensitivity Analysis:

The constructed model gives the optimal solution only under the given
circumstances. However, there may be changes related to the weighting factor of
elements, the available budget amount, addition or removal of an element, desired
level of a performance target, cost requirement of an activity or a major change in the
overall hierarchical structure. In order to handle such cases and to see their effects on
the solution, sensitivity analysis can be employed.

In the case for the Strategy Development Unit of the Treasury, the costs of the
activities are taken as predetermined in the sample model. It is actually the case in the
practice, except the cost of task 5 of activity 6. It includes purchase of a consultancy
service, price of which will be determined by tender. Therefore, it is beneficial to
make a sensitivity analysis for this case.

The minimum cost is determined as 125,000 TL and the model is run for
various cost levels up to 150,000 TL, which was the amount used in the model. The
solutions of the runs are summarized in Figure 30. As can be seen, if the cost is
realized fewer than 114,500 TL, budget from item 035 can be allocated to task 5 of
activity 6 for purchase of the service. However, the model does not assign any budget
to the task, if the cost occurs above this level.

Related to the cost of the task, the performance levels change as shown in
Figure 31. A significant improvement in the performance level can only be obtained if
the cost of the task occurs at 135,000 TL or below.
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Budget Amount Allocated
to Task 5 of Activity 6 from item 03.5
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Cost of Task 5 of Activity 6

4
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Figure 30: Comparison of allocated budget to task 5 of activity 6 with its cost

100
S0
20
70
&0
50
40
30
20
10

L
[ ]
* *
" | ]
& % 'y
[ ]
B
A
T T T 1
PG1 PG2 PG3

+ 125,000
m 135,000
4 140,000
x 143,000
+ 144,000
* 144,500

Figure 31: Comparison of performance levels with cost of task 5 of activity 6
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