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Preambie

1. 5mce 1996, the Government has been implementing reforms in public financial and bud-
pet management armed at improving the management of revenue, expenditure and public debt
‘The overall objective of these reforms is to improve financial and economic management, ac-
countahility and transparency, Lhese reforrns have involved tmplementation of a fully comput-
crised Integrated Financial Management and Accounting System (1FMS - PLATINUM sofi-
waie}, budget reclassification and performance budgeting,”

2. Introduction of performanee budgeting started in phases in 1998 with seven pilot minis-
igs, Lxperience of these ministries was reviewed, and a manual prepared. The manual sup-
ported all ministrics and independent departments in preparing performance budgets for 1999/
2000, Consequently, the manual was updated by incorporating new cxpericnee gained m propar-
ing the F999/2000 performance budgets of ministries and independent departments.

3. This updated vession of the manual is o guide the process of performange budgeting, In
essence, performance budgelng is 2 continugus process, which seeks to re-orient the annual
resource allocation process from incremental (input-based) to output (target-based) budgeting.
It invalves formutation of strategic plan for the sector/ministry/department, which states the
institution’s vision and mission and identifies sirategic outpuls and resource allocation frame-
" work. Performnance bodgeting is the instrument for implementing perforznance management sys-
tem bemyg introduced under the Public Sector Reform Programime. The manual theretore, pre-
sents the processes and lechmical requirements for preparing ihe performance budgets. The frame-
waork [or preparing the performance budgets is captured in each ministry and independent
department's Annual Report and Serviee Improvement Plan (ARSIP) as well as each region's
Annual Report and Capacity Building Plan {ARCBP). The cstimates are contained in the sup-
portimg tarpet tables.

4. Government intends to make this manual the basis for all Ministries, Independent Depart-
ments and the Regional Secretariat to prepare and submit performance budaets each year. The
manual wilt be kept under revicw as and when needs arise.

R.O5 Moliel,
Fermanent Secretary,
Mipistry of Finance,
December, 1999,
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INTRODUCTICON
Backzround

The government, through the civil service reform programme, has taken several initiatives
to improve efficiency and effectiveness in the public service. Issues of organisational reforms
and improved efficiency in service delivery have been addressed. This is to be conzolidated by a
new systern whereby each organisation proparcs its annual report and scrvice improvement plan.
As a logieal extension of this process, performance budpering has been introduced. In January
1998, the Cabinet decided to introduce performance budgeting to the government's annual esti-
mates, This was directed in the Budget Guidelines (8G) for 1998-99 to 2000-01. The govern-
ment identified seven ministries to be the pilot group for intreducing performance budgeting in
1998-99. That experience was reviewed, to allow all ministries and independent departiments to
prepare and submit performance budgets for 1999-2000.

Purpaose of this manual

This manual is to guide the process of performance budgeting. Performance budgeting {PB}
is a continuous process. It involves planning and budgeting; preparation and review. Il therefore
focuses on the strategic framework for the organisation and its detailed estimates, The frarne-
work is captured in each ministry's and independent department's annual report and service im-
provement plan { ARSIP) and each region's annual report and capacity building plan (ARCBF).
The estimates are contained in each report’s supporting target tables {TTs). This manual presents
the processes and technical requirernents for preparing the performance budget. It also prescats
the framoework for monitoring and reviewing the PB.

Chapter 1

PERFORMANCE BUDGETING

1.1. Parpose of this chapter

This chapter introduces the strucure and process of performance budgeting. It also outlines
its key elements. Therefore, it guides the preparation of ARSIPs from ministries and indepen-
dent departiments and ARCBPs from the Regional Secretariat. Jt alse guides the preparation of
the resulting TTs.

1.2. Performance budgeting

Performance budgefing seeks to re-orient the resonrce aliocation process from incremen-
tal (input-bused) budgeting to output (targer-based) budgeting. Such budgeling requires three
key elements to be m place.

* a strategic perfonnance framework.
* specific service delivery targels.
* activities, inputs analysis and estimates.
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IFach ol these 15 explamced in this chapter
1.3 Coantext for performanee budgeting

The context for performance hndgeting is contained in vach mi nistry and independent
department's ARSI and the region's ARCBY. The periormance planning and budgeting core of
ihe documenl is the:

* Sirategic perfonuance framework - e 3 yoar perspective

{chapler 47,

¥ Perlormance last year {chapter 51

* Progress this year (chapter 6).

% Proposals lor next year {chapter 7).

+ Pesource requircments for next year - the budget bid

(chapter B).

The other clwplers are the cxecutive summary (chapter 1), statement by the minister
(chapier 2) and introduction by the permanent scerclary (PS) (chapicer 3). In the case wl the
regiong, apart from the same exeeutive summary {chapter 1}, there are statement hy the
regional commissivner chapter 2 and the regional administrative secretary (RAS) (chapter
3. The core chaplerz are explained below.

1.4 Strategic performance framework

For ministrics and independent departments, Chapter 4 incorporates the analysis and conclusion in
two parts. First, is each ministry's main purpese, vision and mission, developed from its sector policy and
analysis. Secondly, are each ministry’s objectives (in ranked pricrity), policy/strategic and three-year
service stargets (again, in ranked priority).

Tor the regions, chapter 4 summaries the anabysis and conclusions from each council's opportunitiss
and ubsiacles © development (O&OD) report. This report is the basis for setting objectives, policies/
strategies and (hree-year service targets. Doveloping the strategic performance framework is described
mere fully in chapter 2 of this manuyal.

1.5 Reviewing performance

Chapter § is designad 1o veview performance in relation w the targets set for last year. Chap-
ter 6 i intended to review the specific progyess this vear (1o Docember), based on the service
delivery targels set {or the current vear. Both the review for last vear and the cuirenl year's
midterm assessiend are designed 1o highlight any adjustments thatmight be required. They are
also meant to presenl a clearer review-based toundation to seliing fargels for nexl yeat This is
explained in more detail in chapter 3 of this manual.

L6  Service delivery targets for next year

Chapler 7 presents the service delivery tarpets for next year. For mimesines and independent
depariments. capactty building and cagital investment targats support the service delivery tas-
sels. For the regions, the capacity building largets are two-fold: first, for tegional interventions
ta suppott local amhorities 10 deliver theirlocal services; secondly, for regional offices to strengthen
thelr ovwn capacity to be able (o provide their support (their Y developeent™ role) to local au-
thorities. ln iministries, these annual targels must fow directly from the 3 - year service targets,
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declared in Chapter 4. Fowregions, these target will come from the 3 - year capacily bullding
targets. The targels must alse be influenced by the assessed performance last year (Chapter 5)
and progress in the current year (Chapter 6). This is explained in detail in chapter 4 of this
manual. The following example of a service target itlustrates the thinking required.

1.7 Targets

A target is defined as goods or services produced over a given time by an MDA in order to

achieve its objectives, and deliver its mission and vision. Tarpets should
= be specific and time-bound fnr_fhe three year period
> include both new and ongoing services
= be related to both recurrent and develapment funided services and investrnent
> be related to both domestic and donor funded activities

An exampie i3 the maintenance of 7,000 km. of trunk reads, associated culverts and bridges
out of 21,000 km. of such roads by June, 2000. Where no physical end state can be identified,
then particular time targets should be imposed. For example, monthly intémal avdit reports
should be completed within five working days of the month end. In both exarnples, a tangible
guantifiable time bound end product results, namely:

* maintaining 7,000 k. of trunk roads, associated culverts and bridges out of a total of 21,000
Hcm, by June, 2004,

* a monthly internal audit report within 5 working days of the month end.

For regions, they will focus on anmal targeted capacity building measures for councils, to
strengthen counciis' capabilities to deliver services.

The point is that once the targets have been set properly, their activities and inputs must be
identified. This is the basis for preparing estimates.

L8  Activity auslysiy

Faor every target, a series of activities will have to be performed, These activities describe the
actions invelvedin ochieving the target. For exampie, in the road maintenance example {above),
one has to:

¢ survey and prepare technical designe on 7,000 km. by August, 1999,

* mobilise necessary labour and materials by October, 1999,

* do the actual maintenance work by May, 2004,

* carry out monthly work inspection.

The link and difference betweei a target and its resulting activities is explained in chapter 4
of this manual.

1.9 Imput analysls

Each activity then generates a set of resource input requirements. Aw input is a guantifiable
resource requirement to implement an activity, For example, in the activity of mobilisation, the
Inputs are obviousty the labour, materials and equipment. Each is then quantified and given a
cost estimate. Each activity then has a total OC (other charges) cost apportioned to it. Working
examples are presented in chapter 5 of this manual.

3
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1.10  Persomsl emaolument (FE) costs
Personnel emolument (PEY costs will be "given” under the separate PL esiimating process.

1.1 Wider issnes

Performance budgeting (PB), as structured and practised, is to take account of rwo other
financial management initiatives. First i3 government's new Integrated Linancial Managemeant
Systern (IFMS8). Secondly, is the new Government Financial Statistics (GFS) framework. The
common link between all three is the new iniegrated financial management code structure. Per-
formance budpeting is a six digit sub-set of the new code structure,

1.1z PB code structure
The performance budget code structure is made up of three parts:

KX {objective].
KX (3 - years target).
XX {apnual target).

Each two-digit number will be sequenced in ranked priotity, 1 present objectives, 3-year
targets and annual targets, "01” will be the top priority and the last number {to a maximun of
'99") will be the lowest priority. Thus, a performance budget will be a cascade of linked pricrities
selting. Also, every annual target will now have a unique code and be vertically mtegrated with
its 3-years target and its objective. The pre-PB code sequence will concern its institutionat toca-
tion {e.g, sub-vote}. The post-PB code sequence will concern the expenditure item classifica-
tion. The PB code will be the concem of the ARSIP and ARCBP. The item code will be the
concern of the supporting target tables {TTs). The code structure {and supporting computer sys-
terns!) will make it practical to trace how much has heen spent to implement an objective, a 3-
years target, or an annual target. The level of PB analysis requited will determine the informa-
tion {o be generated.

113 Sommary

In summary, this chapter has outlined the government's performance budgeting sirocture and
process. It has also highlighted the background and offered some definitions that will be ex-
panded upon in the operational chapters. Additionally, it has introduced the principle of the PB
code structure and its relationship to priorities. The next chapter introduces strategic planning
and three-year target setting, :
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Chapter 2
PLANNING AND TIHIIREE-YEARS TARGETS

2.1 Pwmrpose of the chapter

The purpose of this chapter is to outline the elements of strategic planning in relation 10
target setting and resource aliocation, The resultf is a strategic performance framework.

2.2 Strategle performance framework-ministries

Tn the contexl of each ministry's and independent department's annual report and service
improvement plan { ARSIF), it is necessary 1o establish the structure of the strategic performance
framework, This framework is made up of the following components:

* Vision

* Mission

* Dhjectives - in ranked prionty

* Pnlicies and strarepies

* Three year service delivery and supporting tarpets - in ranked priority (what is to be achieved

v the end of the three vear plan period}.

Each of these is explained in tarn.
2.3 Vision

The vision Is normatly a set of goals that govern the direction the organisation aspires to
reach. Thus, for example, the Ministry of Health vision could be to aspire to be a dynamic
Enstitution able to significantly improve the health status of all Tanzanians. From this flows the
inission of the organisation.

24 Mission

The mission is a declaration of the type of organisation, its main purpose for existence,
its stakeholders, core business and its valaes. It gives the organisation direction as to what
its scope of work should be. For example the mission statement of the Minisiry of Health could

b

* To ensure lhal il 1s an accountable institution for the provision of high quality health
services for all Tanzanians. It shall achieve this through the provision of promotive, preven-
tive, curative and rehabilitative health services.

25 Objcctives

(Yhjectives should be formed as a logical outcome of the mission statement. Objectives are
broad statements of what Is to be achieved and improvement to be made. Thus where possibie
objectives have to be specific, measurable, achievable, realistic and time.bound, An ohjective
is therefore a particular end-state to be achieved. An example of objectives is presented in the
ARSIP of the Ministey of Health. The objectives are:

¥ Reduce the maternal mortality ratio from the range of 200 - 700 per 100,000 live births
(1997) to the range of 200 - 500 per 100,000 live births by the year 2002 (preventive).

3
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* Ensure the avaliability and accessibility of health serviees within 10 kilometres from 72% at
1984 ta 90% by the vear 2062 {(promotive),

* Reduce the infam mortality ratio from 8878000 Uive hirths iy [997 to 8471 000 Live hirths 16
Lhe year 2002 and reduce the mder 3 mortality rate from 137/1 000 in 1997 to 135/1,000 by
the vear 2002 {preventive),

2.6 Prioritising olbjectives

It is imperative that ministries are cxplicit about priorittes because of the scareity of rc-
sources. The simplest way to priontise iy to ideniify the objectives as a Irst; the first being the
mrost important, the last being the least. Then, if resources are indeed Hmited, each minisiory
moves up its st unnl it reaches the point of affordability, Therefore, it is vital that all objoctives
are prioritised and that they are numbered in ranked order (see 1.12). The most important is the
first objective '01'. This two digit number {01 to a maximwmn of 99) becomes the first part of the
performance budget’ code. Thus, the first part of the performance budget code structure is XX
{objcctive), or XX

Thus, with the heatth example. the P3} code, representing ranked priority, 1s:

% PB code '01°: Reduce the matemal martality ratio from the range of 200 - 700 per
104,000 live births (1997) to the range of 200 - 500 per 104,000 live births by the year
2002 (preventive).

® BP code '02': Ensure the availahility and accessibility of health services within 10
kilometres from 72% at 1984 ta 90% by the year 2002 (promotive).

® BT code '03": Reduce the infant mortality ration fmr_n £3/1.000 live births in 1997 to
84/1,000 live births to the year 2002 and reduce the under 5 mortality rate from 137/
1,000 in 1997 1o 133/1,000 by the year 2002 (preventive).

2.7 Policies and strategies

A policy presents a general principle or shows the direction to be taken to achieve an
aljective, An example 15 government's commitment to the ‘targeting of resource allocation'. 4
strategy is a Specifie action required to impiement the policy and achieve the objective. An
example is the introduction of performance budgeting. The strategy therefore concerns the state-
ment of the general process involved. Thus, in the Ministry of Finance's strategic framework, it
has an objective "to accelerate the rate of prvate sector invelvement in running government
services from 15% to 25% by 2001". One of eight stratepgies ta achieve this ohjective is “to divest
from government ownership and control, all commercial parastatals; support the trading potential
of any executive agency to the point of full divesiment” The key verb or action invoived is that of
divestment, From that process comes the need to generate specific targets.
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2.8 Three-year targets for cach objective

| he strategic performance tramewark for each annual report and service improvemert plan 1%
hased on a three-year plan and budgeting eycle. Therefore, the service delivery, capacity building
and cupital investment targets, which are derived from the objectives, should be st at three yoars.
i presents the bottom line of the organisation's strategne framewaork. Thus, for a finance ministry's
example, it is possible to illustrate the essence of the presentation required, for each objective. At
the same time, prioritising thesc targets must be included.

2.9 Prioritising 3 year targets

Thus, in the same way as Objectives have to be prioritised (2.7), 3-year targets must also be
prioritised and be numbered in ranked order. Again, the most important is the first 3-year target
i3} This two digit number (Ot to a maximum of 99) becomes the second part of the 'performance
budget' code. Thus, the second part of the performance budget code structure is XX {objective}
and XX {3-vear target}, or 'XXXX'

The exampie is as followsy.

Ohjective - PB code '01": To acceleratc the rate of private sector involvement in run-
ning government services from 15% to 2% by 2001

Policies and 3-year targets Ranked Sub-
strategies - _ priority votes

[yvest from povernment own- | Resiracture and privatise all com- | @1 203
crzhip and control, all commer- | mercal parastatal organisations by
cial parastatals; 2000-1
Support the trading potenttal of | §lave 50% of executive agencies that | 3 203
any exceutive apEency to the | are susceptible to trading activity to
ponl of lull divostment. b sl Knansing by 2000-1

Crente oppertunities for privaie | Flave at least 33% ol Government
sector involvement in any gov- | services contracted oul to private sec- | 02 201,203
emment servige that conld be | war by 20001
susccptible to it {e.n. through
gomtracting auth.

\What this table shows is the direer practical relationship between the objective, the required
policies/straicgics, the resulting targets, their ranked priormes and the sub-vote respemsibie for
meeting ach rarget.
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2.10 Relating prioritised targets to sub-votes

More than one sub-vote might be involved in performing targets (o satisty an objective. Alsa,
there 1s the need to rearrange all priortised targets in a list for cach sub-vote. Each sub-vote
manager will then become clear about what 3-yaar targets (in ranked priority) he/she has to
implement and which objectives they satisfy! If a target is shared between sub-votes, then 1t 15
shown for-each sub-vote and the percentage for Lhe share is also-shown, Where no sharing vcours,
100% ig entered, confirming that the sub-vote bears the full cost of implementing that target. The
way t0 do this is simply o list all the targets identilied i each sub-vote (as.shown below).

Sub-vete | PBcode | % share 3-year targets
201 0402 100 Have at least 33% of Government services contracted
out to private sector by 2000-1.
0103 40 Have 509 of exgcutive agencies that are susceptible to
| rading activity to be self financing by 2000-1.
203 0101 100 Restricture and privatise all commercial parastatal
otganisations by 2000-1.
0103 a0 Hawve 50P% of executive agencies that are susceptible to
trading activity to be self financing by 2000-1.

2.11 Capacity building

To this point, the strategic framework has cencemed itself with the proposed delivery of
services. In many cases, it is necessary lor organisations to build or enhance their capacity to be
able to deliver the services. This can range from simply getting people appointed, getting existng

and even new staff fizlly trained to perform their tasks and ensunng thar their supporting sys-
tems are in place to allow the staff to perform to their fullest poténtial. Therefore, it 15 helpful
for the strategic performance framework to include all capacity building proposals to be imple-
mented for the next three years, The investment in people ought to be related to each sub-
vote's set of targets. Therefore, managers should understand if more or better-trained person-
nel would be required to achieve the identified targets over the three-year plan period. Addi-
tionally, il there is a major investment in equipment requived 1o permit the siafl 1o perform to
their fullest potential, that along with related trainitig, should also be identified. This is the
primary focus for the regional secretariat mits 'development' service to its councils!
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2.12 Capital invesiment

Unitil mow, the strategic performance framework has concerned itself with the proposed
delivery of services and, where necessary, the supperting capacity building requirements. Yet,
there is often the need to relate service delivery to required capital investment as well. Capital
investment is the formation of fixed assets to sapport service delivery. For example, il it is
intended to increase primary school entolments and it cannot be done with existing staff num-
bers and accommodation, then clealy:

& Not oniy do more staff have 1o be recnnted but also

& Muore schools have to be built.

Therefore, it is also vital for the strategic performance framework to identify the physical
assets to be created over the next three years. The investment in construction ought to be
related to cach sub-vote's set of targets. Therefore, managers should understand if more or better
premises are required to achieve the identified targets over the three-year plan period. If the
premises are required by govemnment itself, whether a ministry or a regionat office, to help im-
prove the delivery of its services (including the regions's new Mdevelopment™ or capacity build-
ing role}, then that capital 1arget must be included.

2.13 Strategic performance framework - regions
In the context of 2ach region's annual report and capacity building plan (ARCEP), the
repional secretariat is required to conduct the same stages of analysis as that described above,
with ane exception. Where ministries are concerned with a purpose, vision and mission, the
regions are concerned witha purpese, visien and mission, the regions are concerned with their
consolidated obstacles and opportunitics to development (O&O0DY) report. This report, de-
scribed in detail in the regional secretariat's operations manual (RS-OM), is fo satisfy two
mtentions:
® Tdentify issues from which strategic service delivery tarpets will be set by councils, and
® Identify the supporting eapacity building interventions for local authorities (L.As), re-
quired from the region {its new development role), to help the councils to meel their
gervice targets. o -
Thus, the structure of the regional secretariat's strategic framework Chapter, in its ARCBP,
is as follows: -

#® Consclidated opportunities and obs.tac:les to development {O& (D) report.
® Jssues arising from O&OD report.

® Objectives - in ranked priority.

® Policies and strategies.

® Three vear capacity building targets - in ranked priority {(what is to be achieved by the end
of the three year plan period).

The essential point is that (he process of performance budgeting, starting with objectives, is
the satne for the regional secretariat as if is for ministries and independent departments.

q



Ferformance Budgeting — Operations Manual

2.14 Summary

The chapter has reviewed the components of the strategic performance framework that all
oruanisations must have in place as a hasis for performance budgeting. Jt is necessary 10 stress
that the strategic pesformance framework outlined above is offercd as 2 base line. There may be
other ways of defining the more abstract portions of an organisation's intention (than the current
'purpose, Yisicn and mission’). What is important is that the substance of performance budget
analvsis starts at the objective. Thal substance is manifesied in the performance budget code
siructure {1.12, 2.7, 2.10, 2,11). The next chapter outlines the geview cycle, 1o complament this
chapter's planning framework.

Chapter 3
REVIEWING PERFORMANCE

3,1 Purpose of the chapter

The purpose of this chapter is to explain how to review institutional performance in the con-
text ol performance budgeting. Any review is therefore undertaken in the context of ministry's
anmal report and service improvement plan {ARSIP) and a region's amnual report and capaciy
building plan {ARCEP).

3.2 Components of ithe review

L1 both ARSIP and ARCBE, chapter 4 contairs the thres - year strategic framework. The
components of the review follow immediately, as:

® performance last year (chapter 5) and
® progress this vear (chapter 6).

Reih review items are outlined in turn.
3.3 Details of last yéar's performance

It is necessary to ask four questions when assessing the perfarmance of cach sub-vole. These
are;

#® have the service tarpets been achieved as planned?
@ has the capacity building been achieved as planned?
@ has the capiial investment been achieved as planned?
#® s the expenditure been ingurred, as budgeted?

The best way to tcspond to these questions 1s to present a table for each sub-vote.

1l
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3.4 Review format per sub-vate

The review format 13 based on the following table, to be completed for each sub-vote. Thus,
if an organisation has ten sub-votes, it wiil have ten tables in fts review chapter. The review will
include explicit reference to each of the sub-vate's priaritised targets. For this table, it is assumed
that annual targets have also been set (i.e. beyond chapter 2 above), though the process for setting
anriicl targels is desertbed in the next chapter. A working example follows from the Ministry of
Finance.

Sub-vote: 201 - Government budget

PB Anaual targets (last year) Achievementis/failures
code ' and remarks
020101 | Prepare PB maiual by Dec.

20102 | PB orientation workshop for [

all minfind. depts by Oct.

020103 | Prepare and issuc budget
guidehnes by Dec. ;

02G201 | Internal orientation on PB.

030203 | Cotnputer training for & people _j_‘ :
for 3 wks, by Sept.

Q30301 | Major refurbishment of office
wing by June,

030302 | Constnuction of 2 new rooms B

The table above displays seven prioritised annual targets, within three prieritised 3 -year tar-
gets, within two prioritised objectives. Therefore sach target is uniquely mmbered within the sub-
vote and ¢an be purswed according to its ranking. What this table does not do is display the
characteristics of the annual target, whether service delivery, capacity building or capital invest-
ment. These characteristics are displayed in the annual target 1able for each sub-vote (described in
chapter 4},

il
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3.5 Assessing performance

After the performance review tables have been completed tor each sub-vote, it is important to
assess the information and to draw conclusions. These conclusions should help in assessing the
organisation's performatice for last year, That assessment should have a reflective bearing on the
strategic performance framework {chapter 4).

3.6 Service delivery conclusions

Tt is essential that the organisation's management consider what has and has not been aclueved
by way of service targets. Resources have been consumed on the basis of activities being per-
formed to achieve the targeis. If achievement has been positive, according fo budget, then the
organisation has performed well. Tf all targets have not been achieved then management must
establish the reason why. Is it an external facior (funds have not been granted to the correct
amount at the proper time)? Is it an imternal factor (management and supervision have been lax to
the point that no one cares what is heing delivered)? Fither way, it is impostant to be frank when
drawing these conclusions.

3.7 Capacity building conclusions

For mindstries, some targets to be achieved may be dependent on 2 prior investment in capac-
ity building. Waz a target dependent on staff being employed and/or trained? Was the service
targel dependent on basic equipment being supplied or internal procedures being changed? It is
therefore necessary to be clear about whether the capacity building has taken place and whether it
has had the desired impact in terms of improving productivity, to allow the specific fargets to be
achieved. For the regional secretariat, this is the primary concern. RS is attempting 10 determine
whether its support to the constituent local authoritics fras improved the performuance of those
COMHCET.

3.8 Capital investment conclusions

In the same way that soine service target achievements may be dependent or capacity build-
ing, others may (or may also} be dependent on capital investment. For example, if the service
target, within the objective of increasing school enrolment, is to increase the provision of educa-
tion in location X from A to B, then two things may be required. First will bé'the employment of
trained teachers. Secondly, will be the construction of a school. As with capacity building, it is
necessary to establish if the school is not constructed as planmed, why not? Again, is il an external
tactor (no release of finds; peneral apathy). The reason for identifying the external or internal

- factor (or indeed, & combination of the two) is to 1solate the possible strands of corrective or even
remiedial action to be taken.

3.9 Resources consumed

After reviewing the managerial performance, in terms of 'have the iargets been achieved?', itis
vital to relate the achievements or lack of them, to the resources consumed. A summary table,
based on that used to assess each sub-vote, presents the information required. The point is to offer

the opportunities for a simple inter-organisational comparison to be made. The table is illustrated
below:

12
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Vore: HEATTH

PB Ohjectlives - Budget ;'.:ﬁctua]--' Ye Achievements/Failures
code : ‘I&hm 1 ET8h.m var and remarks

01 |Reduce thematernal mortality
- {rafio from the range of 200 -
700 per 109,000 live births
(1997} to the range of 200 -
506 per 100,000 live births by
‘tihe year 20012 (preventive),

(tz  |Ensure the hvailability and ac-
cessibility of health services
within 1¢ kilemetres from 72%
at 1984 to 90% by the year
20022 promotive},

03 |Reduce the infani mortality
ratio from $8/1,000 lve births
in 1997 to 84/1,000 live births
to the year 2002 and reduce the
under ‘5 mortality rate from
137/1,000 an 1997 to 133/
1,000 by the year 2002s(pre-

venhive}

Total 3 :5:_;_ o ;,-;:
costs [ LRI I

3.10 ]}rawing: conclusions from last year's perfermance

It is necessary to. match the resources consumed against the targets achieved. If all targets are
achieved ard all'_buijgated resuurces have been cansumed, then the organisation is performing as
planned. If the organisation has not achieved a significant portion of its targets and vet, has
consumed all ifs resources, then something is wrong, the organisation has consumed all its re-
sources for doing omly part of the planned job (resources have been incorrectly allocated or
wasted). These sorts of questions are fundamental to performance budgeting. The issue rests on
whether the resonrces consumed have generated the activities to achieve the planned targets. In
the longer term, are these tarpets achieving the objective, specified in the strategic framework
and fllustrated in the review summary for the vole? The conclusions should therefore be fed into
any updating required to the three-year strategic framework. Operational issues should also be
signals to avoid a repetition in the current year's performance.

3.t1 Progress in the current year

‘The perfotmanet budgét submission due in February will include the review of the current
vear's first half progress. The format is precisely the same as that for last year's performance.
However the conclusions drawn are more detailed. First the review looks at progress in achieving

-
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targets set for (he vear. Secondly, it zlso looks al rates of expenditure in relation to the work
programine for the vear {the structure and purpose of the work programme is explained tr chapter
6). Therefore, the same tzhular presentations should be used for each sub-vote and in peners!
summary, for the entire vote:

3.12 Resomrce deployment implications

The importance of this year's assessment of progress i5 (0 identify the corrective measures are
1o be laken for the rest of the vear These corrective measures are concerned with implemeniation
and levels of expenditure. The centre may determine that even the modest funds promised are
stmply not availabie. The chent organisation may determine that despite afl its efforts, it does not
have the capacity 10 consume the resources as planned. Either way, adjustments have to be made
to the expenditure pattemn for the rest of the year That is the purpose of the current year's review
of progress.

313 Summary

This chapter has outlined the performance review cycle. There are two parts o the review.
First is last year's performance. Secondly, is the current year's progress. The conclusions to iast
year should offer both strategic and operational sipnals on how to improve or maintan perfor-
mance. The current year's review is more concerned with practical implementation and rates of

expenditure. However, these reviews have a bearing on what is being planned for aext year

Chapter 4
SETTING ANNUAL TARGETS AND ACTIVITLIES

4.1 Purpose of ihe chapter

The purprose of this chapter 1 to outline Lhe method and teclraques for seiling annual targets.
Also i 1s to tllustrate how to identify the activities necessary to achieve thess targets.

4.2 Assumptions

In order to ensure a tangihle connecticn between the review chapters and the chapter on
proposals for next year, it is necessary for the orgarisation to establish certain assumptions from
all the analysis to this peint. Using the annual report structure, the assumptions should be as
follows:

® overspill implications from this year's progress (chapier 6)

® implications from last vear's performance {chapter 8)

® impact of any conclugions on the strategic framework's targets, if any (chapter 4)

Only when these assumptions and resulting conclusions have been stated, can the targets be
set. Examples of assumptions could be'

11
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® From this year's progress:

‘Fhat targets not achieved this year are either (2) carried forward to next year or {b) are
abandoned; that a tightening of resource allocations witl continues inlo next year.

&  From lase year's performance:

Tt may be that there is necd to re-assess the pricrities for next year, particuiardy if the progress
this year offerrs the same signals. Also, there may be a growing problem with organisational
capacity, regquining a reduction in services 1o be oilered.

@ Impact of any conclusion on the strategic framework:

This involves & need to remain conscious of the strategy within which the orgamsation (s
working, to intemnalise any tentative conclusions, as a basis fur the third year's major unpact
review. Also, if external policy takes a dramatic turn {e.g. the radical reduction in government
numistries), then ¢learly. the remainmeg oreanisalions’ strategic frameworks will have to be refor-
mulated.

4.3 Presentation of three year and annual 1argets

Each organisation's annual report has its surategic performance framewodk chapter. That chapter
concludes with three-vear service delivery and where appropriate targets for capacity building
and capital investment {as explained in 2.8 to 2.11 above). The procedure i3 to translate these
three-vear targets into antnual targets. Year 1, year 2 and year 3 1argets are to be broken down inta
activities, inputs and costing (Appendix V1. An example below shows the three-vear target and
yoar | largets. The example is taken from the Ministry of Finance.
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Sub-Yote: MM

AN annuual targets priovitised Lhrﬂqgkz rasked L‘mﬁng“

gieney of financial
management and
accounting lrom 70
o 95% by 2001

treasuries in the re-
maining 10 regions,

nslerred in; Y meore
ataff recurited; all new
staff 4 weeks training
in sub-treasury man-
agement. Computer
svstem per sub-trea-
surv. Renting and re-
furbishing of premises.

92 Make operational
commitment  ac-
COUNting

04 Training of X per-
sonnel for four weeks
I commitment a¢-
counting. Computer
Systemns,

05 Have an updated
stock of public debts,

& Install area net-
work linking all mi-
nistries with the cen-
tral payment office.

08 Training of X per-
sonnel for 4 weeks in
network applications

07 Install a local
area network, con-
necting pension,
budget, computing
and  Accountant
General and other
key divisions in
Treasuty.

19 Training of Y per-
sonnel for 4 weeks in
network applications,

PR Three-years Stra- T
Code | tegic Turgets (Ch, 4|  Annual Service Annuafl Capacity Annual Capital
af ARSIP) Delivery targels buifding rargers vessiment varyets
0304 | Increase the effi- [ 01: Establish sub- |03 X mare staff tra- | 10 Constrnction of new

building for all these
targets.

o

i,

T

v

The service targets are self-evident, The capacity building targets are those measures raqulimd to
ensure that the services are provided, The capital target is where, say, a new facility must be provided to

allow the service to be delivered. These targets are presenied in ranked order.

4.4 Prioritising annual targeis

Thits the same way as 3-year targets-hawe to be pricritised (2. 10}

[
. 'ﬁ.

, annoal targéts are also prioritized

and numbered by rank order. Again, the most important is the first 3-year target '"01'. This two digit
pumber (01 to a maximum of 99} becomes the third part of the ‘performance budget code. Thus, the total
performance budget code structure 1s XX {objective) XX (3 year target) XX {annu al tariet), ot X KXXKFIL.
This codiny ensures the vertical intcgration of objective, 3-year and antoal targets an alysis. Therefore, it
means that all expenditure can be traced to annual targets, what 3-year target the annual tartets
are satisfying and what objective hoth are contributing to. i

16
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4.5 Basic presentation of annual priorities

The importance of the table above, as part of chapter 7 of any annual report/plan, is that i converts
into the basic presentation for both:

® Reviewing last year's peeformance and this vear's progress (see Ch. 3 above} and

® The annval work programme and qugartetly monitoring table (appendices ill and IV of the
manuat).

In both cases, the left-hand columns contain the individual annual targets, according to (e FB code
ranking, as illusteated in the table below.

Sub-Vote:
PP Ranked anmual raygets {Remainder of Table's other columns; ei-
code ther for performance review (Ch 3 above)

. _ or expenditure plaming and monitoring
tApp I end IV below), a5 appropriaie)

03040t | Establish sub-treasuries in the remaining [ 0 re-
gions.

030402 | Make operational commitment accaunting.

030403 | X more staff transferred in; Y more staff re-
cruited; all new steff 4 weeks training in sub-
treasury management. Computer system per
sub-ireasury, Renting and refurbishing of pre-
Mmises,

030404 Tfaining-ﬂf X personnel for four weeks in com-
mitment accounting, Computer systems.

030405 | Have an updated stock of public debis

D30406 | Install area network linking all ministries with
the central payment office.

030407 | Install 2 loeal area network, connecting  pen-
sion, budget, computing and Accountant Gen-
eral and other key divisions in Treasury.

030408 | Training of X personnel for 4 weeks in network
appiications.

H30409 | Trauining of Y personns] for 4 weeks in network
applications

030410 | Construction of new building for all these tar-
Rets,
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4,6 Clarity of target definition

From the annual targets table above, it should be clear how important the definilion of a target is. Ir.
can take the form of a precise 1ask to be schieved to contribute to a 3.year targei. Alternatively, it can tuke
the form of 2 propertion of the 3-year target to be achieved. Thus, if the relevant ministry stales that it
wants to ensure the provision of 90,000 serviced maditional housing plots, then, alt else being equal, one-
thied of that number will be the target for year 1, the next th ird for year 2 and the final third for year 3.
The important point is that the target to be achieved for the year is the operational foundation for the
performance bodge:. Tt is the target that has resources assigned 10 it. The methodology for allocating
resources comes later. Next is the challenge of activity analysis.

4.7 Activity analysis

Activities are actions to achieve the specific target. They should also be specific, neasurable,
achievable, realistic and time-bound (SMART]). Activities are vital for two reasons. First, they atlow for
a clear differentiation betweeen a target and its resulting of activities. Activities also offer the bridge
between the target and the inputs reguired for each activity. Thig is the basis for estimating. Defining the
process 10 achieve the target is therefore imperative.

4.8 identifying activities

if the target is clearly stated, the list of activities shenild spring to mind. “Fhis is best illustrated by an
example. The Ministry of Works has, under sub-vote 601, the target 'to canduct the routine maintenance
of 7.000 km. of trunk reads by June, 2000". The activiliss to achicve that target are identified as follows:

® survey and prepare technical designs on 7,000 km by August, 1999.

& mobilise necessary labour and materials by October, 1999,

® do the actus]l maintenance work by May, 2000,

® carry out monthly work inspection.

This is o clezr and a simple set of actions to achiove the target of routine road maintenance.
4.9 A second working example

The Ministry of Agriculture, under sub-vote 301, has a larget 'A recommendation report on soit
fertility and development of natural resource conservation technologies for three districts produced by
hane, 2000, The activities to achieve that target are as follows:

® conduct soil fertility surveys in afl three districts by August, 1904,

® conduct sutrient flow analysis in all three districts by December, 1999,

& conduct fertiliser trials by May, 2000.

® conduct studics on improvement of traditional soil conszrvation techniques by May, 2000.
® Produce a recommendation reported by Tune, 2000,

410 A third working example

The Ministry of Science, Technology and Higher Education, under sub-vote 302, hus a target a
reviewed Government policy on lechnical education and training produced by June, 2000'. The activities
Lo achieve that target are:

& conduct the review by December, 1959,
® produce the review report by May, 2000,

411 Summary

‘This chapter has outlined the process and modalifies for setiing annual service, capacity building and
capital investment targets, It has also illustrated the method for identifying the activities to achieve those
targets. The next chapter concuntrates on the identification of inputs and the ailocation of resources to
those inputs, to implement the activities to achieve the targets.

13
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{CHAPTER 3
INPUTS RESOURCES

5.1 Purpose of the chapter

The purposc of this chapter is te explain the process for identifying inputs, as part of the perfarmance
tndgeting technique, The allocation of tescurce then folows.

5.1 ldentifying inputs

For every aclivity, there wil! be a set of inputs required. Using the roads maintenance example agair.
a table 15 used for every target, to presenl the activities, inputs required, estimated costs and total costs.

TARGET - P1 code 010101 To conducl the routine maintenance of 7,000 km, of trunk roads by

June, 20000,

Activities te Inpaty required for each activipy GFS | Estimated | Tofals per
achiieve the Suk-Ttemm | costper | cotiviy
tareel code pev imprt I5h m
inpul TSh m
1. Survey and{ | perdiem for survey (x days x no. of people | 250312
prepare lechoical X TAlE).
designs on 7,000 | 2. stationery {qty per item x unit cost}reams). | 260608
km by Awgust, | 3 equipment (no. X unit cost}.
(1809, 4. Fuel, ail and lubricanty (no. of litres x unit 310603
cosl), 270301
2. Mobilise ne- | 1. zasual labour {no. of peopte x days x rate) 250209
cessary labour| 2, materials fno. x unit cost).
and materials by | 3, zquipment {no. X onit cost) 310916
October, 1999, | 4, work camps/sonipment & fumishings (x5 310603
X COSL pEr camp) 31004
3. Do the actual | 1. equipment maintenance (no. X unit cosl). 270202
maintenance werk | 2. zquipment running (no. ¥ Hires X unit cost). 270301
by May, 2000 3, vehicle malntenance (no. ¥ unit cost), 2703
4. vehicle running {no. x litres x unit cost). 270301
5, cagual labour wages (no. of people x days | 230209
X rate).
6. per diem for supervision (i days x no.of | 230312
peoplc X rate),
4. Carry outmao- | 1, Per diem (x days x no. of people x 250312
nthly work ins- rate).
pechion Z. Travelling {no. of people x farg). 260901
3. Stationery {qty per item x unit cost). 260608

Tadal OC for
Farger 1

1%
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The cost element will come in 3.6, below. What is important is the information that s being
carried by the table. Two more working examples follow,

5.3 A second working example

TARGET-PE code 20201 A recommendation report on soil fertility and development of
natural resource conservation technologies for three districts produced by June, 2000,

ZOTES) .

Activities £ faputs required far each activity {rF8 Estimated | Toteds per
achieve ik Sub-Ttem | cost per | activigy
targret code per inpt 15h. m
g Ixh m
l?ﬂnduct soil fer- | |, Perdiem 2 people x 7 days x 7 zones x 250312
olity surveys in rate’}
ali three disiricts | 2, Physical research materials {item x gty x 261119
by Adgust, 1999 unit cost).
3. Stationery {gty per iteih X unit cost), 260608
4. Technical equipment (no. x unit cost). 310603
3. ¥ehicle ruoning (no. of litres x unit cost x 270301
T zones.
Conduct nutrient | 1, Casual labour {50 x man-days x 200 people 250209
tlow analysis in x 2 siles & 7 zongs X rate),
alf three districts | 2. Perdiem (2 people x 7 zones x 5 days x 250312
by December, rate).
1998, 3. Physical research matérials {Gty per item x 261119
umit cost), _ :
4. Stationery {qly per item x unit cost}. 260608
3. Technical equipment {no. x unit enst). 310603
6. Vehicle rnning (ne. of litres x untt cost x 270301
1 zones).
Conduct ferti- | 1. Perdiem (3 people x 20 progtams x 7 zones 250312
liser trials by x 5 days x rate).
May, 2000 2. Physical research materials (qtv per item x 361119
unit cost. :
3. Statiomery {gty per item x unit cost). 260608
4. Technical equipinent (No. ¥ unit cost). 310603
3. Vehicle minning (No. of litres x unit costx 270301
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o

Aciivities to Inputs required for each activity GFS Estimated | Totals per
achieve the : Sub-ltem | cost per | activity
target code per gl TSh m
inp S m
Conduct studies | 1. Casual Isbour (50 man-days x 200 peaplex | 250209
on improvament 6 programs x 7 zones x rate) .
of traditional | 2, Perdiem (2 people x & programs 7 zenesx 5 | 230312
soll comservation days x ratel,
technigues by | 3. Physical research materials (qty per iterm x | 261119
May, 2000. enit cost).
4. Stationery {gty per item X unit cost). 260608
5. Technical eguipment (no. x unit cost). 310603
6. Vehicle runming (no. of litres x unit costx | 270301
ZO0ES).
Produce a rec- | 1. Stationery (qty per item x unil cost) 260608
ommendation | 2. Binding expenses (1o, x unit cost) 260105
report by June, | 3. Perdiem {5 people x 10 days x rate) 250312

2000

Tatal OC for
Tarpet 1

5.4 A third working example

TARGET —PB code §30201: A reviewed Government policy on technical education and trai-
ning produced by June, 2000,

Aviivities to Inputs required for each activiy GFS Estimated|Totals per
achieve the Sub-ftem | cost per | activity
targe! code per input ISh m
input IShom
Cenduct the re- | 1. Stationery {gty per item X unit cost}. 260608
view by Decem- | 2. Perdiem (14 people x 28 days x rate). 250312
per, 1999 3. Premises {rental cost per day x no. of days). | 260702
4. Office supplics {gty per item x unit cost), 260600
5. Tranaport expenses (fare per person x no. 260901
of paople)
Produce the re- | 4. Stationery (qgty per item X unit cost). 260608
view report by | 5. Binding expenses (no. x unit cost). 260105
May, 2000 6. Perdiem (4 people x 10 days x rate). 250312
7. Transport expenses ([are per person x nc. 260501

of people.

Total OL for
Target 1
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5.5 GFS Sab-stem codes

The GFS sub-item code besomes that nzxt sub-get of the financial mansgement system code structure
(of instiution/performance budget/sub-item code). The sub-item code are reflected in the Chart of Ac-
coutits. This establishes the crucial link bejweeen eaxpenditere and tanzsls (ie. tracking of expendituie

against targets),

5.6 Quantifying and costing the inpnis

1t is important that inpuls are quantified. This belps to give each estimate a logical basis. The method
of quantification per input is illustrated in the three working examples above, The pringiple is that ail
inputs shoisid be quantified and costed, according to the activity to be performed. A blank version of the
table for doing this work. illustrated above, is preseated in Appendix 1.

5.7 Helating estimates to key strategic areas

When the Budget Guidelines are issued, strategic expenditure areas are identified. It 13 thercfore
jmpostant to recognise that the estimates being put forward should relate to government's strategic inten-
tions.

58 Reloting estimutes to ceilings

The Budget Guidelines also declare budget or expenditure ceilings for every organisation, These
carmot be exceeded because these ceilings are derived from macro-economic anzlysts and resulting policy
intentions and strategic outcomes. Over-estimating is simply a waste of time. It wastes the time of the
organisation because ifs personnel are producing work that is automatically redundant. 1t also wastes the
time of the personnel who are charged with scrulinising budgats bocause they must take the trouble to
read and reject what shonld already have been rejecied by the organisation's senior managemeni, The
way out of this is to adhere o priorities.

5.9 Relatinpg eatimates to priorities

Fvery sub-vote's annual targets will be listed in priority; the first being the most important. There-
fore, estimating will follow the priorities. So, when the budgets are being prepared, an crganisation that
is moving well #&¥tnd its ceiling, simply does not enter an estimate for the least important targets (the
bottom of the list). The organisation should then move up the list until the break-even point, where the

proposed expenditure matches the budget ceiling.

5.10 Smsmary .

This chapter has outlined the process for identifying inputs generated from the activities to achieve
identified targets. These imputs are the basis for financial estimating. The input code i3 particularly
impaortant now because it builds the bridge between estimating and perforinanes. budgeting. This con-
cludes the technical requirements for preparing the perfrmance budpet. What comes next is the submis-
sion and review process.

CHAPTER 6
STBMISSION AND REVIEW

6.t Purpoese of the chapter

This chapter describes the process for subrmitting an organization's performance budget. The docu-
tnents required are alse made ciear. Tt goes on to outline the review aod reporting requirements, These
concerm reports prepared within the annual cycle, with a mors strategic assessment in every third year.
The review, preparation, submission and reporting requirements are summarised in the annual planriog
and budgeting cycle in Appendix V.
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0.2 Budget gridelines

The budget goidelines present the macre-cronomic assumptions and forecasts, nracedures far pr
saring the budget, instinitional respensibilities and the budget frame. These include the budget cerhing f
sach crganisation and the policy priorities to be pursued next year, Finally, they autline the infortnatio
required and the timetable for submission. Each organisation's budget must be submitted in accordand
witl these guidelines, The budget guidelines should be with the clientorganisations in January.

6.3 Budget preparation

Performance budgeting (PB) is a continuous process. It invulves planning and budgeling; prepan
lion and review. By the time the Budget Guidelines (BG) are issued (by January), the review partion ¢
the process, on both the plo.ning and budgeting side should be complete. BG outiine the macro ect
normic trame wnd declares expendituee ceilings for each organisation. - These guidelines and the revie
paction of PB arg the basis for detailed planning and budzeting.

Hy the time the BG are issued. the following stages in the PO should already be complete:

REVIEW
1. Julv: start implementing the work programme {or the current year. Also, prepere tie 4% quarier’
expendifure review report, for last year
2. Amgust: prepare last year's performunce report {Ch £ of the Annual Report and Service Improve
ment Plan {ARSIP) or Annual Repart Capacity Building Plan (ARCBP).

1. September: start updaring the 3 year performance framework (Ch 4 of ARSIP/ ARCBI} in th
light of last year's performance (Ch 5) and any new strategic thinking from government (e
from the policy framework paper: PFP).

4. Oetober: finalise any adjustments to the strategic performance framework, in terms of cbjec
tives, policies/strategias and 3 year targets (Ch 4). Afso, prepare the [ guarter's expendiiur
review répori.

5. November: start developing annual targets for next year (Ch 7 of ARSIP/ARCEP).

6. December: prepare cltrent year's progress (mid-year) review (Ch ¢ of ARSIFARCEP) an
finalise next year's tarpets {Ch 7)

AH this work is supposed to be COMPLETED BEFORE the Budget Guidelines are issued.

For practical budgeting purpeses, the Budget Guidelines declare the expenditure ceilings. Thes
ceilings shall be adhered to-in order w conform with the macto-economic frame. The second half of th
performance budgeting cycle is therefore as follows.

PREPARATION

7. January: prepare largettables (TTs) for each targel; with the supposting activity. input, item cod
and expenditure presentations complete. Ensure that the total expenditure from these tables doe
not exceed the ceiling declared in the BG. Also, prepare the 2 quarter's pxpenditure revie

Ferore.
%. February: subrmit the Performance Boadger (ARSIP/ARCBY and TTs) w0 Treasury,
9. March: negotiate with Treasury on budget allocations for the year,

10. April: finalise annual service delivery, capacity building and eapital investment targels (Ch”
and adjust the TTs, in the light of the negotiations. Alyo, prepare ihe 39 quarter's expendii
FEVIEW FeprIFL.

R
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11. May: submit Budget Memarandum for the Finance and Econamic Committes of Pacligment.

12, Jupe: submit the work programme for the next vear.
6.4 I'erformance budget documents {Aunual report......... & 'Fls}

The information required from each organisation is as follows:

® the strategic Tramework,

& performance last year.
» progress this year
» targeted proposal for next vear
» cstimates for those targets.

The estimates must includz a tahle for each anmazl target to be achieved for the next year. The strate.
i information regoired is contained in each orgmanisation’s Annoal Report / Plan.  Addilionadly, each
target must have an estimate table compkTed. These tables make up the second part of the performance
budget submission. Details of the performance budget submission requirements are in Appendix 1

6.5 Technical budget scrutiny

Every organisation's budget is scrutinised by the Minisiry of Finance. This is a techmieal exereise to
ensure that the estimates submitted conform with:

= the strategic concerns of the budget guidelines {5.7 above]

=« the estimate ceilings for tha organisation (3.8 abova)

« the strategic priotities [or the organisations (5.9 above},

f.6 National budget commitiee review .

Afier iechnical scrutiny, the National Budger Commitiee may convene a meeting wilh any accounting
oflicer. This is done where unresolved questions have (o be addressed arising from the detailed scrininy.
The Ministry of Finance then consolidates all the ocganisations' budget proposals inle sational budget
proposals. Thesce are then submitted to the inrer-ministertal techuical committes {IMTC).

6.7 TMITC and Cabinet approval

The permanent seerétary (PS5}, Ministry of Finance submits the national budget proposals to IMTC, in
the form of a drafi Cabinet paper. IMTC considers the proposals, makes any necessary adjustments and
advises the cabinet accordingly. In turn, the Minister of Finance subimits the resulting budget proposals to
the Cabinet for discussion and apprmfal. The Cabinet satislies irself that the budget conforms to govern-
ment polictes. Cabinet then approves the budpst. with or without further amendment.

6,8 Final adjustments to the organisation's budget

if the Cabinel approves the budget with amendments, the organiss icms. are required w0 make final »

adjustments to their estimates as well as their budget memorandom. The Ministry of Finance receives the

proposed changes tn the item allocations and prepares printouts of the budget books, The printouts are

then sent to the government printer, for [uli production,

6.2 Parliamentary scrutiay

The Budget Memorasdum to parliament is a surumary of the full performance budget submission. [t
is in Kiswahili. 1t is submiticd to the Economic and Finance Committee of Parlizment, along with the
annual estimates books {Vols 1L te IV}, for detailed scrutiny. In essence, the commitiee gives prior ap-
proval 1o the estimates before they are submitied to the Mational Assembly for debate and avthorisation,
Pariiament then approves the Appropriation and Finance Bills for that year. The president then assents to
the bills, becoming the Appropriation and Finance Acts for that vear.

6.186 Work programune

Cablnet approval of the budget is only the start of organisational spending, Tiat spending has to be -
Teviewed in relation to the total expenditure and the targets set for Lhe year. The basis for that review is the
wurk programme. As s00n as the organisation is mformed by Mol of its approved budget, it must submit
a work programme for the year. That programeme must be in the form of planncd expenditure for cach
month. A format for that work programme is attached as Appendis [11,

24



Performunce Budeeting — Uperations Manual

6.11 Quarterly review of serviee delivery amd expenditure
The basic review of service delivery is done quarterly, within a month of the quarter ending. The
format For the quarterly expenditere-to-targets review is presented in Appendix [V,

612 Mid-year review

The mid-vear review consists of the second quarterly repost, rased on the annual work programme.
Additionally, it must include 2 more cxplicit assessment of perflormange by way of plotting the achieve-
menl of tarpdts spainst the planned expenditure. The format for this is contained in chapier 6 of cach
organisation's annual report and service improvement plan; 'progress this year'. This mid-year review
satisfics both a budgetary reporting requirement and a performance management requirement. The first is
self-evident. The second coneems the required adjustments to current spending and the implications for
nextyear's proposals (chapter 7 of the annual report / plan). [n fact, the mid-year report also coincides
with the availability of the vrganisation's amual report and service improvement plan - submutted, as part
of the budget memoranduny, for next year's budget proposals.

613 End-nfyear review

It is ‘also important to preparc an end-of-year review of performance. The structure for that review is
contained in chapter 5 of the annval report and service improvement plan. The main purpose of this
teview is to assess: '

» Whether the annual targets were achieved

» The expendilure incurred 10 achieve the 1argels

« The expenditure in relativn to the approved budgst

= Factors [or secerss and faslure.

This review should be issued from cach spending organisation by the end of Augnst.

(.14 Three-year straiegic review

At the beginning of every third year, cach organisetion has 1o embark on a major assessment of its
strategic perfurmance lramework. This is when the three-vear targets ar¢ tested against actual perfor-
mance: have they been achieved in whole, in part or not at all. The review of the three-year targets should
lead to a roconsideration of the objectives and their supporting strategies. It is at this time thar the
organisation muysl, not merely up-date bul re-weits its strategic performance framework chapter 4 of its
annual report and service improvement plan. The organisation then moves into its next thres-year sratc-
gic plan period, with its associated quarterly and mid-yearty performance reviews and annual perfor-
mance planning and budget submissions.

6.15 Assessing impact

The three-year strategic review is meant to present a cumulative assessment of the targets that have
beem achieved, as a contribugion to the three-year targets and their over-riding objectives. That review
carries little practical meaning if the impact of all the targets is not part of the review exercise. lmpact

assesssmvent is the measure of beaefit arising from the targets {outputs) achieved. Each crganisation's
petformance is centred on three dimensions:

s Berviee delivery

» Capacity huilding to support service delivery

« Capital investment to support service delivery. _

The impact assessiment framework to allow for this review fo be started is already in place as appen-
dices T to {1l of each ammual report and service improvement plan. Service impact is built around an
'impact assessment to reach 100% citizen or client satisfactiorf {Appendix I). Clearly, citizen and / or
stakeholder reviews must be conducted in the coutss of this third year. Capacity building conterns per-
sonnel, their training and their supporting equipment and systems. The test here is to assess whether the
sub-vote is [ully equipped 1o be abie to petform (Appendix Ii). Finally comes the impact of capital
investment. Is the demand fully satistied, is the asset fully used and so on (Appendix M) All thres
appendices’ right hand coluran has quantifiably presented assessment frameworks. The point here is that
this is a fundamental component to the sirategic (ie. three years) chmension to organisational perfor-
mence sssessment as part of its performance budgeting system. The challenge of developing impacl
criteria ‘wiil be met through the next stage of development work on performance budgeting.
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6.16 Clicat owagrship

[n otder for this performance budgeting process 1o work successfully, it iz imperative that cach Ac-
counting Officer angd his'her management team be fully invelved. This imvolvement mesns initiating
aciions accordiag to the annual plaaning and budgeiiog cycle (6.3), described in detail in (bis maonal. Tt
aiz0 reguires aclive parlicipation from these key playees in order o encourage sound thinking frem the
technicat personnel involved. |1 this can be achieved them the process should yield the required resulis.
The evalnation of the process {August 1999) confiemed this to be the case - e.g in PM() and Health.

6.17 Amnual planning amd budgetary eycle
Thig review and planting process and indeed, the entive contents of this Performance Budgeting -
Operations Manwal, 15 summarised in the annual planning and budgeting cycle, presented as Appendix V.

6,18 Summary

This chapter has outlined the preparation, submission, approval and review process for performanee
budgeting. i has alse made clear the decuments required to support this process. These documents are
explained in detail in their respective appendices.
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MINISTRY OF FINANCE,

December, 1999,
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Appendix 1
Target Table: activity, input and mnmata anulysis.

PERFORMANCE BUDGETING per TARGET TABLE !
Yote and mindstry:
Sub-vote and function (division / unit):

TARGET - PB code XXXXXX
| Activities to achieve (he [nputs reqmred for euchl' {E_!FS [ Es‘;nami TOTALS |
target artivity Sub-tem | cost pex ! per |
|' I code per | put activ |ty :
L L imput TSk 0605 _I_ I
| l

i ' |

!

| :

| ‘ |
T
|

¥ This & g basic fetimat for = werpet mble Infymation must be completed for cach gt Examphes of e aget and Kiivities
pricsentution fi the ganoric aub-votes, 161 w103, ollow overleat
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Appendix ¥ - continued; cxample of generic targets for sub-votes 101 to 103

Target Tables: activity, inpui and estimate analysis.

Sub-vole 101: administration and general
TARGET - PB code 050101; Provide efficient administeation services to the Institution throughout the

yeatr
' | Estimated '
!_ Activities to nehieve the | GFS Sub-. & per TOTALS ]
target Laputs required for each activity) item code . per
. per illp'lli lllpll! | ﬂdm
[ . © ! TSh.0Ws 4{
‘ Provide and maintain
otfice prmnises )
Prmrlda working ﬂclhtla i
I‘ruvidc all wurkm E |
maferials

Ensure timely availability
of utilities

Ptepare PE estimates
accarding to timetable

Co-ordinateall
| parliamentary iesues

- a - '
Provizion of appropriate
l:taining; to all staﬁ'

Prﬁwdeh'anspm:

Sob-voté 101: administration and general
TARGET - FB code nmmz Provide tlmr.-]y and f:ﬂ' cienl pn:rsmme] services to all staff of the [nstitution

Tﬂtal GC cost p-er target (summansed to Ch E ﬂf ARS[P i ARCBP‘)

IAcﬂviﬁestuaehwvt.the
target

Inputs required for each activity

GFS Sub-
fitem code

per input

Estimated

cost per
input
'T8h. 300s

TDTAIS

T
ackivity

Fill all vacant poats

i

| Iraplement all entitled
promotions

Complete all annual
appraizals

Maintain all staffrecords

| Conduct quatterly
raanpower audits

Total OC cost per targnt {smnnw.med to Ch § of ARSIP r’ ARCBP}
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Appeadix I - continmed; exampie of generic 1argets for sub-votes 101 to 103

Sub-vote 102; finance And ACCOURIS
TARGET - PB code 050201: Provide accurate and timely accounting services.

g Esfimated i
| Activities to achicve the GFS Sub-| cost per | TOIALS,
target Inputs required for each activity| item code ) . per |
per foput | TP getivity
- . : - _ | TSh.WMs "
Make fimely payments [ : .
. — . ———— _ = I
Prepare ecourate and f:
li.mdarﬂnam:ial rqn'bs _ I
. ¢ - !
Co-crdinare andit issnes | | : -
| !hﬂﬂﬂmstperﬂrget{mmrmdtofhﬂufﬁﬂﬂ?!ﬁﬂﬂﬂﬂ
— —_ Jp— |
Sub-vote 103: pﬂhcy and planning B B
TARGET - PB code 850301 Co-ordinate the preparation of timely and guality budgets
mmmml | GFS Sub-| ES"':"M 1 TOTALS
target Inputs required for each activity| item code | e';:l E': per |
| per mput TSI:.F o0is activity
— - . . — -
ARSIP / ARCHF ‘

]

|
| Totnlﬂ(!mst pertarget (wnmmﬂedtm:hﬂ quRﬁIPIARCBP} |

Sub-vote 103: policy and planning
TARGET - PB eode §50302: Prepure and upniate the medium term pelicy framework for the Institution

| Activities to schieve the ' GFS Sub- E{;’;s“:”‘“’“ FOTALS |
target Inputs reqmired for each activity| item code ; p::r per

| per imput | TSII:?S{HB ll:th’lty !

Conduci appropriate and - gt : 4
timely recearch and anatysts |

— . ~ | I

Frepare and dissmmata ,

policy report :

L Total OC cost per targe (sommarised (0 ChsanRﬂIPfﬁRCBP]_ -

an



Performance Budgeting — Operations Manual

Sub-votc 133 policy and planning
TARGET - PB code 050303 Make timely memtoring and evaluation of relevant plans ani budgeis.

S R - ftated | |
Actiics to achieve the GES Sub- ‘2:;‘;‘” * | TOTALS
’ target Tnputs required for each activity| item code | = ﬁ per
per inpot T Sh.p activity !

[Follow up and Teporting omn - ' =
| performance :
iRﬂ'iC’“‘ andd walﬁ.atc petfur- I
‘mance o
" Total OC cost por target (summarised fo Ch 8 of ARSIP / ARCBF) 'I ]

Performance Budger: information to be submitted to Treasury
{The Budget Memorandom information for Parliament is identified separately below:)

To: P8, Ministry ot Finance
From: Submitting Ministry / Independent Department / Region

PERFORMANCE BUDGET SUBMISSTON TO TREASURY

I have pleasure in submitting the wstimates for (msert arganisation and vote) for the next financis
vear. The submission is summarised in Chapter 1; the Executive Sunmary, The Honourable Minister
Regional Commissioner has written a formal statemertt, in Chapter 2. | have presented an overview 1
Chapter 3.

“I'he submission is in lwo parts. First is the Annual Report and Service Improvernent Plans (ARSIF
(o for the regions}, the Annuai Report and Capacity Building Plan { ARCBP); this contains the sumznat

of the cstimates for each target. Secondly are the Target Tables (TTs); these contain details of the st
mates for each wanget

1 fook forward to the technical scrutiny mmeelings.

Signed, PS/ Head / RAS

Derails of information suhmitted

1. From ministries and Independent departments:
The 3 year strategic performance framework (Ch 4 of ARSIF).
» Vision
» Mission
» Ohjectives - i ranked pricity
+ Policics and strategies
» Three year service delivery and supporting targets - in ramked priority ¢what js to be achieved by 1
cnd of the thres year plan period)
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From the Regional Secretariat:

The 3 year strategic performance framework {Ch 4 of ARCBP).
« Consolidated opportunities and obstacles 1o development (D& D) report
= [ssnes arising from O&OD report
= Objectives - in ranked priority
» Folicies and strategics
w Thres year capacity building targets - in ranked priority (what is to be achieved by the end of the
three year plan period)

2. Review of Iast year's performance / this year's progress (Chs 5 & 6 of ARSIP / ARCBP).

« Review performance last year for each sub-vote on targets achieved in relation to recurrent ex-
penditure incurred (Ck 5)

« Review performance last year for the vote, on revenue penerated and development expenditare
(as specified in the budget guidelines).

« Review progress this year for each sub-vote on targets achieved in relation to recurrent expeadi-
turg incurred {Ch 6)

» Review progress this year for the vote, on revenue penerated and development expenditure (as
specified in the budget guidelines)

3. Rationzle for allocating funds and targes setting for next year (Chs 7 & 8 of ARSEP / ARCBP).

4. Assumptions for the annpai targets (Ch 7)
o Annual targets, agsinst the three year tarpets, per sub-vote (Ch 7)
o Summary of expetditure per target per sub-vote (Ch 8}

3. Delaiied ammual estimates (TTs)
s Target for recurrent expenditure {prioritized by saquence)
o Activities to achieve the target
o [nputs for each activity (the cost flems)
o TS sub-itemn code
» Eslimate for vach inp
» Total recurrent expenditare required
» Total revenue estimate (will be submitted as specified in the budget guidelines)
+ Total development estimate {will be submitted as specified in the budget guidetines)

6. Budget forms to be used will be specified in the annual Badget Guidelines.

An qutline of the reyuired content of the Budget Memorandum for Parlisment is presented overleaf,

_ BUDGET MEMORANDUM TO PARLIAMENT
The budget memorandum requires the following information to be submitted, in  Kiswahili;

Last year .
1. Diirectives from the Finance and Economic Commitiee

2. Review of revere last year

3. Review of implementation, for recurrent and development
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Cuorrent year
4. Roview of revenue this year

3. Review of implementation, for recurrent and development

Next year
6. Stratepic framework

1. Revenue estimates
8. Recurrent estimates
¥ Development estimates

The technical and format details for this Memorandum will be issued with the annual Budget
Guidelines.
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FLANNED EXFENDITURE FOR THE YEAR
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