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form, improvement of the efficiency of using budget-

ary resources becomes more and more important. The
adopted in 2002 Concept of Using the Program and Target
Method in the Budgetary Process has not been implement-
ed to the full extent in the course of the planning and execu-
tion of regional programs. It happened due to a number of
reasons, including the launching of the programs without a
preliminary studying of existing social and economic prob-
lems; the lack of coordination between programs and their
duplication; the irregularity of timing of budget expendi-
tures; the incorrect formulation of the goal, objectives and
performance indicators of implementation of the programs.
The absence of the mentioned components makes it impos-
sible to evaluate of the level of goal achievement and the
level of efficiency of the budgetary resources usage.

Problems of development and improvement of bud-
get management on the basis of the program and target
method (further referred to as PTM) are studied in works of
many foreign scientists, namely O. Andreeva, M. Afanasiev,
Hans de Bruijn, E. Quade, D. Cleland, W. King, ]. O’Connor,
A. Lobko, B. Rayzberh, S. Taylor, Yu. Yaremenko, and na-
tional scientists: O. Amosha, O. Baranovskyi, I. Zapatrina,
T. Yefimenko, Ts. Ohon, V. Oparin, K. Pavlyuk, V. Pleskach,
V. Fedosov, I. Chuhunov, I. Shcherbyna.

In their publications the authors highlight the history
of the method implementation, its importance for the bud-
get system development, and its main differences from the
item-by-item method of planning budgetary expenditures,
making the emphasis on the imperfection of using the me-
thod for solving social and economic problems in Ukraine.

At the same time, the issue of theoretical and practical
improvement of the method implementation for planning
local budgets is still open, in particularly as regards the for-
mulation of the goal, objectives, performance indicators and
determining the level of objectives significance.

The object of the research is the formulation of pro-
gram components (goal, objectives and performance indica-
tors) on the basis of the system and logistic approach. The
subject of the research is the Target Program of Small and
Medium Business Development in Dnipropetrovsk Region
for 2015-2016.

According to the Concept of Using the Program and
Target Method in the Budgetary Process (the Order of the
Cabinet of Ministers of Ukraine dated 14.09.2002 #538-r)
(8], the components of the budget program are: the goal
(solving the problem that restrains social and economic
development), the objectives (decomposition of the goal),
performance indicators (evaluating the level of achievement
of the goal and implementation of the objectives). The algo-
rithm of decomposing the goal into objectives of the Target
Program (further referred to as TP) is presented in Fig. I.

The goal may be represented in two ways:

+ goal as a result (specific, measurable and time-
bound) — according to the SMART methodology [3];

+ goal as a course (direction of actions) — determina-
tion of the goal by means of PTM [1].

Goal as a result and goal as a course should be for-
mulated briefly and clearly, they should represent the main
content of the program implementation. The analysis of
similarities and differences at setting the goal using PTM
and SMART methodology are presented in Thl. 1.

In the context of implementing the decentralization re-
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| PROBLEM |

v

| Target problem |

Y

| Goal |

2

Objectives

Do the objectives No
ensure the goal
achievement

Yes

Define the priorities
of the objectives implementation

2

Determine performance
indicators

Do the indicators ensure
evaluation of the objectives
implementation

4

Evaluation of the efficiency
of the objectives implementation

Fig. 1. The algorithm of decomposing the goal into objectives
of the Target Program

Source: developed by the authors.

This approach to the goal formulation is missing in
regional target programs. The ways of formulating the main
provision of the program (its goal) are considered using the
example of the Target Program of Small and Medium Busi-
ness Development in Dnipropetrovsk region for 2015-2016
(Tbl. 2) [7].

An insufficiently precise definition of the goal leads
to complications in the formation of objectives aimed at
solving social and economic problems and their alignment
with the requirements of PTM (objectives 1, 3, 4 in ThL. 3).
It is reasonable to use ‘objectives tree’ to determine the TP
objectives of. It allows considering the goal simultaneously
with the ways of its achievement (objectives) [1].

Let us determine in points the significance of the 1st
level objectives using the prioritization method (7hl. 4, TbL. 5).

The main dependences of pairwise comparisons of
the prioritization method:

LSif F; > F;
LfF=F; i,
0.5if F; <F,

Fij =

where F, > F; means that the ith goal is more preferable than
the j goal; F, = F; means that equal goals are compared;
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Table 1

The analysis of common and distinctive features of setting the goal using PTM and SMART methodology

Peculiarities of the goal formulation

PTM

SMART

Causes of differences

May be non-specific and can only have
direction of action

Specific: characterized by the exact
reflection of its content, measurement
and time of execution.

The goal achievement may be
characterized only by a specific result,
which was received using certain
instruments under certain circumstances

PTM uses the system approach. The goal
is decomposed into objectives and
performance indicators that specify

the goal

May be qualitative (i. e. non-measurable)

Measurable, i.e. can be represented
numerically or in another way evaluating
the level of its achievement

PTM uses indicators for measurement

Attainable, i. e. real, is not beyond the

Attainable scope of possibilities of the executors. No difference
When using PTM the goal should be

Feasible Feasible formulated as an ambitious one. The
feasibility is achieved by decomposition
of the goal into objectives

Not time-bound Time-bound The timing is achieved by decomposition

of the goal into objectives

Agreed, i.e. the goal and the objectives
should not be considered separately, but
should be interrelated

No peculiarities

Generally accepted, i.e. should take into
account the needs, desires, traditions,
values formed in society

No peculiarities

Flexible, i. . implying a possibility of plans

. No peculiarities
correction

Source: developed by the authors.

Table 2

Proposals on the goal formulation

The goal

Formulated in the Program

Proposals on the formulation

The goal of the Program is to create appropriate conditions

for the implementation by residents of the region of their con-
stitutional rights for business activity; increase the welfare of
Dnipropetrovsk citizens through developing SMEs and facilitat-
ing saturation of the regional market with high quality goods
and services produced by the enterprises; direct actions of local
authorities, local governments, business entities, public associa-
tions of entrepreneurs, institutions, market infrastructure to
solving topical issues that hinder the development of private ini-
tiatives and formation and implementation of an effective state-
public system of business support and protection.

Improvement of the effectiveness and efficiency of small enter-
prises in Dnipropetrovsk region

Source: developed by the authors based on [7].

F, < F, means that the /" goal is more preferable than the i*"

goal.

The iterative calculation of estimates is interrupted
when the difference between the integral estimates is small
enough, which determines the significance of the objective.
The integral estimate of the last order is chosen to be the
significance indicator of the objectives.

The pairwise comparison of the objectives is repre-
sented in Thl. 4.
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The integral estimate P; (0) is represented by the sum
of the results of the objectives pair wise comparison.

Calculations:

LP(0)=05+10+15=3;

2.2,(00=1.0+15+15=4

3.2,(0)=0.5+05+1.0=2

The normalized integral estimate is calculated as the
ratio of the integral estimate of zero order to the total sum
of integral estimates.
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Table 3

Proposals on formulation of the target program objectives

Objectives

Formulated in the Program

Proposals on the formulation

1.The arrangement of statutory regulation of business activity.
2. Financial, credit and investment support.

3. Resource and information provision; formation of infrastruc-
ture of business support.

4. Target projects and sub-programs

1.To implement the mechanism of tax stimulation of small enter-
prises (according to the type of economic activity).

2.To implement the mechanism of budget stimulation (financing
the loans and interest payment).

3.To implement the budget and tax stimulation for small busi-
ness entities engaged in innovative activities

Source: developed by the authors based on [7].

Table 4
The result of the pairwise comparison
of the 15t level objectives
Objective 1 2 3
1 1.0 0.5 15
2 1.5 1.0 15
3 0.5 0.5 1.0

Source: developed by the authors.

Calculation:
1. Pu; (0) = 3/9 = 0.33;
2. Pu, (0) = 4/9 = 0.44;
3. Pry (0) =2/9 = 0.23.
The calculation results are presented in Tbl. 5.
Table 5

The calculation of significance of the 1st level objectives

Objective 1 2 3 P(0) | Pu(0)
1 0.5 1.0 15 3.0 033
2 0.5 1.0 15 4.0 0.44
3 0.5 0.5 1.0 2.0 0.23
9.0 1.00

Source: developed by the authors.

The diagram of the objectives significance is present-
ed in Fig 2.

The above calculation allows to choose the 1% level
objective “To implement the mechanism of budget stimula-
tion (financing the loans and interest payment)”

0.5

tation using the most applicable system of indicators

that should provide reliable information about wheth-
er the selected objectives were achieved in compliance with
the defined program goals [4; 6; 9]. The system of TP in-
dicators is an important element of the process of budget
preparation and execution by means of PTM and the main
feature distinguishing it from the item-by-item (traditional)
method of budgeting, which is based primarily on the per-
formance indicators of costs. Due to the evaluation system,
PTM allows to estimate the expected results achieved by
means of the money spent and determine the direct correla-
tion between the resources and results, and thus ensure the
implementation of the principle of efficiency and effective-
ness in the preparation and implementation of budgets.

The system of evaluation indicators should be devel-
oped in compliance with specific objectives but not the goal.
Experience shows that developed countries applying PTM
in the budget process sometimes use performance indica-
tors to evaluate achievement of the goal but not a separate
objective. However, the approach to the evaluation of each
objective is more efficient because the goal decomposition
into objectives contributes to more precise determination
of indicators.

These performance indicators are given in the pass-
port of TP [5]. However TP executives define (interpret)
these indicators differently. To specify the choice of indi-
cators the authors have developed additional questions, to
which indicators of the four groups should give an answer
(Tbl. 6). These questions allow specifying relative perfor-
mance indicators.

l et us evaluate the effectiveness of the TP implemen-

0.44

0.45
0.4

0.33

©
w
vl

o
~

0.23

Significance
o
© N
w

o
o o
N O

0.05

Objective 1

Objective 2 Objective 3

Fig. 2. The diagram of the objectives significance

Source: developed by authors.

322

BIBHECIHOOPM Ne 3 2017

www.business-inform.net



http://www.business-inform.net

Table 6

Additional questions to specify performance indicators

Questions to which the indicators

Indicators .
should give an answer

What expenses (resources) and in
what amount are required to achieve
the TP objectives?

Expenses (resources)

What is going to be received?

Product What scope of work is to be done?
What is the cost per product unit?
Efficiency What is the cost of resources per
product unit?
What benefits will the consumer have
Effectiveness from the TP objective achievement?
(quality) What is the level of the TP goal

achievement?

Source: developed by the authors.

he main indicator of TP is the effectiveness indicator

(quality), only this indicator can answer the ques-

tion whether the goal is achieved. Therefore, all ap-
proaches to evaluation through complex indicators can not
be correct, because they do not answer this question. How-
ever, the result received at using them will depend on the
system of indicators and their significance.

The approved and recommended effectiveness indica-
tors of the Target Program of Small and Medium Business
Development in Dnipropetrovsk region for 2015-2016 are
presented in ThL. 7.

The proposed indicators fully meet the PTM stan-
dards on formulation of qualitative indicators and can be
obtained from the official statistical reporting.

CONCLUSIONS

The low efficiency of implementation of the regional
programs is determined by several factors, in particular by
incorrect formulation of the program components. Using
PTM for budget planning and execution is formal. That is
why these programs need improvement and their alignment
with the program and target method.

To increase the effectiveness of target programs and
control the use of resources applying the system and logis-
tic approach, the goal, objectives and performance indica-
tors of the Target Program of Small and Medium Business
Development in Dnipropetrovsk region for 2015-2016 have
been defined.

With the help of the prioritization method the evalu-
ation of significance of objectives has been performed. The
sequence of achieving objectives is defined on the basis of
their significance. u
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