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Abstract 
Performance based-budgeting (PBB) reform is the budgetary reform that came after many reform such as 
lump-sum, performance, program and zero-based budgeting. All the reforms before PBB had problems. PBB 
is the reform that is used by many states for some time because they argue that the reform has qualities that 
the previous reforms could not have. Governments claim that PBB provide accountability, transparency, 

effectiveness and efficiency in states for the public finance allocation. This paper discussed about the 
performance based-budgeting importance and why do governments are using it. It further discussed the 
concepts of PBB and policy in theoretical perception. Then it discussed how the concept can be improved. 
The study finds that even though other states are still using the reform, they still face problems. Moreover, the 
findings show that performance based budgeting and policy are more alike, because they share some 
principles and strategies.     
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Abstrak 
Reformasi penganggaran berbasis kinerja (PBK) adalah reformasi anggaran yang muncul setelah banyak 
reformasi seperti lump-sum, performance, program dan zero-based budgeting. Semua reformasi sebelum PBB 
bermasalah. PBB adalah reformasi yang digunakan oleh banyak negara untuk beberapa waktu karena mereka 
berpendapat bahwa reformasi tersebut memiliki kualitas yang tidak dapat dilakukan oleh reformasi 
sebelumnya. Pemerintah mengklaim bahwa PBB memberikan akuntabilitas, transparansi, efektivitas dan 
efisiensi di negara bagian untuk alokasi keuangan publik. Makalah ini membahas tentang kepentingan 

penganggaran berbasis kinerja dan mengapa pemerintah menggunakannya. Selanjutnya dibahas konsep PBB 
dan kebijakan dalam persepsi teoretis. Kemudian dibahas bagaimana konsep tersebut dapat ditingkatkan. 
Studi tersebut menemukan bahwa meskipun negara-negara lain masih menggunakan reformasi, mereka masih 
menghadapi masalah. Selain itu, temuan menunjukkan bahwa penganggaran berbasis kinerja dan kebijakan 
lebih mirip, karena mereka memiliki beberapa prinsip dan strategi. 
 
Kata Kunci: Kinerja Keuangan, Transparansi, Akuntabilitas       

 

Background  

 

Public finance is the process 

of how the government raise the 

money and how the raised money is 

used. The government get the money 

from various sources such as taxes 

and the loans from other countries 

and from the international 

organizations like IMF and World 

Bank. The process of how the 

government decides to use money for 

the benefit and improvement of its 

citizens‟ welfare and for the 

development of the country is called 

public budgeting. Public budgeting is 

the making and implementing 

decisions regarding the acquisitions, 

allocation and use of resources by the 

government with a primary focus on 

money in the modern age, Nice, D. 

(2002:2). That is public finances is 

about making decisions, 

implementing and allocate them, 

with the main focus of money. 

“A public budget has four 

dimensions which are as follows: 
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1) It is the political instrument that 

allocates scarce public 

resources among the social and 

economic needs. 

2) It is both managerial and 

administrative instruments. (that 

is, it assists in the provision of 

services to the people and 

evaluate the policies that 

distribute the services and goods 

to the citizens). 

3) It is an economic instrument that 

directs a nation’s economic 

growth, investments, and its 

development. (it is an 

instruments for evaluating 

redistribution of income, 

stimulating economic growth 

and development, promoting full 

employment, combating inflation 

and maintaining economic 

stability). 

4) It is an accounting instruments 

that holds government officials 

responsible for expenditure and 

revenues of programs‖ Hyde 

(2002: 1). 

The field of public budgeting 

had challenges to the governments 

and the citizens as a results, 

strategies or reforms to improve that 

field were made. Whenever the 

citizens complain about the use of 

public finance, the government and 

other stakeholders thought of the 

new reform of the public budgeting. 

Consequently, public budgeting has 

many reforms that were used by 

states changeably. The famous 

reforms are as follows; lump-sum 

budgeting; performance budgeting; 

program budgeting; zero-based 

budgeting and performance based- 

budgeting. States used different 

reforms in search of the reform that 

may reduce the challenges they face 

such as the lack of accountability, 

transparency, corruption, unfair 

distribution and provision of services 

to the community by the government 

and so on. Some reforms are not used 

by other governments because they 

did not like their principles or they 

are against the values of such states. 

This paper is about the discussion on 

performance based- budget reform 

(PBB). Firstly, the background of 

PBB and the important of it with 

policy will be discussed. Secondly, 

the two concepts will be looked with 

the theoretical perspectives. Thirdly, 

the discussions on PBB will follows. 

Lastly the conclusions and 

recommendations.      

Performance based budget is 

the reform that aims to improve the 

public budgeting by ensuring that 

efficiency, effectiveness, 

transparency and accountability of 

public expenditure is improving and 

is producing the expected outputs 

and incomes. Performance based-

budgeting is a requiring strategic 

planning regarding agency mission, 

goals and objectives, and a process 

that requests quantifiable data that 

provide meaningful information 

about the program outcomes, Hyde, 

A. (2002: 544). According to Hyde 

(2002) and Nice (2002), performance 

based budgeting is the last reform 

used after lump-sum budgeting, 

performance budgeting, program 

budgeting and zero-based budgeting.  

Lump-sum budgeting is the 

format where the government gave 

programs a lump-sum of money for 

their development and to develop the 

public. In this format the programs 

managers are the ones that formulate 

projects and are given funds to work 

on their success. The lump-sum has 
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weakness and strengths. Its strengths 

are it allows the program managers 

to innovate and implement their 

innovations and there are no conflicts 

of the projects. The weakness is that 

its interests is on the big projects and 

it leaves the other small projects 

outside that may assist in the 

solutions of other community 

problems. There was also a lack of 

accountability on the failure of some 

projects. There was a lack of 

evaluation of program as there was 

no principle of it. The programs were 

implemented with the lack of 

analysis as a results most do fail.  

The weakness of the lump-

sum budgeting pushed the states to 

formulate another format that will 

save the public funds and assist in 

the formulation and implementation 

of sustainable programs. „In the early 

20
th
 Century, the budget reformers 

introduced performance budgeting, 

which includes an object- of-

expenditure budget and 

supplementary information on the 

activities and workloads of agency 

personnel and activities,‟ Nice, D. 

(2002:81). Performance budgeting 

presents purposes and objectives for 

which funds are allocated, examine 

costs of programs and activities and 

analyses quantitative data measuring 

work performed and achieved, Hyde, 

A. (2002:454). Like lump-sum 

budgeting, the reform has 

shortcomings. Nice (2002) 

mentioned that in 1971, in US 

officials complained that the program 

budgeting gives difficulties, some 

did not like it because it used the 

policy analysis and it criticised the 

programs they like. The reform 

doesn‟t address the question, whether 

the job done are accomplished the 

goal set or not and the reform was 

not effective. Moreover, the other 

agencies implement the easy 

programs and left the other ones. The 

dislike and weaknesses of the 

program leads to the new format.  

Program budgeting was 

formulated after the performance 

budgeting. Program budgeting seem 

and to be forward in involving the 

policy in planning and costs 

spending forecasts, Hyde, (2002: 

454). The reform does long budget 

rather that the performance budget. 

Its forecasts by analysing programs 

and make the five years budgeting. 

The format lacks the objectives 

formulation. 

The other format was the 

zero-base budgeting. Its elements 

among others are: to identify the 

decision-units (entities to which 

budgets are prepared); to analyse 

units and formulate decisions and 

rank the programs according to the 

weakness and strengths. The officials 

too complained that it has a lot of 

work and it encourage the cut-offs of 

other programs in order to cut the 

costs. This reduction of program may 

cause the layoff of other workers. 

 According to Hyde (2002: 

555) all mentioned reforms had 

weakness as follows: „1) lack of 

leadership and commitment in state 

organization and over time especially 

inadequate attention to 

organizational culture and change 

initiatives in both the executive and 

legislative branches. 2) lack of 

resources, both personnel and 

technological. 3) ultimately 

unrealistic expectations for success, 

with lack of incentives or an 

inappropriate use of disincentives 

related to the conduct of performance 
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measurement‟. He argued that these 

are the reasons that leaded to the end 

of the use of these reforms.       

The budgeting reform that 

was seen as the most important 

reform that has most of the principles 

which the states needs from the 

budget reform is the performance 

based budget reform. Performance 

based budgeting (PBB) is the reform 

that aims to improve the 

effectiveness and efficiency of public 

expenditure by connecting the 

funding of public sector to the results 

they deliver, (www.blog-

pfm.imf.org). Public based budgeting 

is a budgeting method that links 

appropriations ultimately to the 

outcomes of program – agencies 

create strategic plans that include 

broad goals and more specific 

objectives for achieving goals, 

Hager, G.; Hobson, A. and Wilson, 

G. (2001). Hyde, (2002) mentioned 

that after the introduction of the 

reform, basing on its principles, they 

believe that it will not be like the 

other reforms. It improves 

communication among budget actors 

inside and outside the government, it 

will support more effective 

communication among different 

departments in government and will 

improve decision making in 

government.  

PBB is objective oriented. It 

argues that the agencies should 

develop a strategic plan that has 

goals they want to achieve. The 

strategic plans should have 

objectives based of the outcomes and 

output of the program. That is, for 

the program to be funded, its 

formulation should involve around 

its goal, objectives, resources 

required and to the expected 

outcomes.  

The other PBB principle is 

performance measures. PBB argues 

that the agencies must have specific 

strategic measures of outcomes and 

output. The measures should show 

whether the objectives were met or 

not and if they are not achieved what 

are the factors that lead to the failure 

in the agency. It also encourages the 

provision of incentives to the civil 

servants. 

PBB affords the chance for 

greater communication among 

executive and legislative branch 

members with citizens especially 

citizens who are involved in 

development of such performance, 

Hyde, (2002: 544). That is PBB 

encourages more communication 

between authorities and community 

on the use of state funds and on the 

programs to implement. This allows 

the community to know more about 

the use of money and the programs 

that the government decided to do. 

Consequently, the community will 

feel the ownership of the programs 

and will provide security to them. 

Some countries implemented PBB 

and it succeeded to produce expected 

results. 

 One of the countries that 

used performance based budgeting is 

Florida USA. The government 

Finance Officers Association GFOA, 

(2009) in Guo and Neshkova 

(2012:332) has recommended that 

incorporating citizens in budgeting 

process as one of the best budget 

practises. Guo and Neshkova (2012) 

made a study in USA Florida if the 

PBB principle of involving citizens 

in budgeting is a good principle, and 

seeks to know at what time the 

http://www.blog-pfm.imf.org/
http://www.blog-pfm.imf.org/
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citizens should be involved in 

budgeting. The study was done in 

Department of Transport. The 

findings of the study show that 

communication of budgeting with 

citizens is the important activity 

resulting to the success of programs. 

They also find that including the 

community shows agency‟s 

effectiveness and allows citizens to 

have a say as tax payers to state 

funds.  Moreover, the findings show 

that public can be included from the 

stage of alternative selections and 

formulation of alternative and in the 

stage of implementation. 

PBB have some significance 

compared to the other previous 

reforms. It links appropriations to 

how well the agencies performance 

is. The reform encourages the 

agencies to follow up the unmet 

outcome. To find the reasons why 

they are not met so that the agency 

may solve the problems before 

repeating the program or leave the 

program and try other alternatives to 

solve the problem.  

It‟s a (PBB) budget oversight 

tool to forecast the use of public 

funds to achieve the expected results 

and to prioritize allocation of limited 

public funds to maximize the results 

for taxpayers (Texas- A Governor‟s 

Executive Development Program 

(1997:6) in Enrique (1998). PBB also 

assist the governments to be more 

accountable, efficient, effective and 

do things in a transparent way. 

Moreover, Enrique also said that in 

Texas the PBB encourages service 

efforts and accomplishments of 

officers which seemed to improve 

the efficiency and effectiveness and 

accountability of agencies.   

Hagar, Hobson and Wilson 

(2001) mentioned that Louisiana in 

1987 used program budgeting reform 

but the program had challenges of 

monitoring and evaluation because 

the system for monitoring and 

evaluating programs was not 

implemented. As a results, there 

were challenges to find out how well 

the outcomes were achieved and to 

see the program‟s challenges to meet 

the results. Legislators also 

complained about the failures of the 

programs and said it‟s because of 

lack of accountability.  

In response to the challenges 

the government made a law and 

changed to the reform of PBB. The 

law focused on the requirements 

such as: Firstly, long term and short 

term strategic plan (the country must 

develop the strategic plan of five 

years and the short one of 1 year. 

They must contain the objectives to 

meet the goals. Secondly, the 

agencies must submit annual 

performance budget that includes the 

objectives, identify the performance 

targets directed towards the 

achievements of the goal. It also 

must have the performance 

measurements that will show how 

the agency will know that they are 

achieved the goal. Thirdly, there 

must be the regular reporting of 

performance indicators for every 

quarter. The agency must report to 

the Louisiana Performance 

Accountability System, where 

everyone will see the performance of 

agencies. This will be done to help 

increase accountability agencies and 

will help to see the impact of the 

program and assist where possible.  

After the implementation of PBB in 

Louisiana, Hager, Hobson and 
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Wilson pointed out that there was a 

success of programs because there 

was accountability and transparency. 

There was also a clear target for the 

agencies from the strategic plans.  

Klase, K. and Dougherty, M. 

(2008) mentioned that, in 1998, 

Melkers and Willoughby surveyed 

50 states to see the difference 

between the ones that use PBB with 

law and with administrative 

requiring. They also made another 

survey where they want to find out 

the effectiveness of PBB and the 

reasons why states implemented it.  

The findings showed that, 

there is slide difference between the 

countries that use Law and the ones 

use administrative requiring PBB. 

They also found that most countries 

implement PBB for the following 

reasons: to improve program 

effectiveness, to improve 

governmental decisions-making in 

order to affect cost savings, to reduce 

service duplications and to improve 

governmental coordination. They 

also find that the PBB produce the 

expected income to all expected 

outcomes except on duplication of 

service. As a results, PBB is still the 

best reform the states trust.   

 

 

Conceptual Framework 

 

There are a number of 

theories and approaches that can be 

used to explain the connection of the 

policy and the performance based 

budgeting because the two concepts 

share some ideas or agree on some 

issues on the use of public finance. 

They have steps to follow. But they 

both focus on the good provision of 

the resourses and services to the 

community. They also have more 

alike of strategies of measuring the 

outcome (to assess if the programs 

achieved the expected output and if 

not why didn‟t they accomplished 

the goal).  

“Policy or public policy is the 

actions, objectives and 

pronouncements of government on a 

particular matter, the steps taken to 

implement them and the explanations 

they give for what happens (or does 

not happen) Wilson, (2006:154) in 

Smith, K. and Larimer, C. (2009). 

Smith and Larimer mentioned that to 

define public policy is a tough task 

and that the definitions of public 

policy by other scholars do not 

explain the concept very well. They 

said some are too general some are 

the lists of activities that are done in 

public policy process. Public policy 

is the actions the government decide 

to do purposively to meet a certain 

goal for the benefit of the 

community. 

 Public policy has stages to 

follow in other to have a good policy. 

The steps are as follows:  

1. Policy identification of the 

problem: this stage shows that 

the policy is problem oriented 

because if there is no problem 

there will be no policy. The 

government have to identify the 

existing problem that cannot be 

solved without the intervention 

of the government through 

policies or programs. 

2. Policy formulation: the policy 

proposals can be made of 

formulated by the government 

and other stakeholders. In this 

stage policy analysis have to be 

done to assess the policy, to see 

whether it is the good 
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intervention or alternative 

among other alternatives that can 

produce better results.  The 

forecasting of results (expected 

and unexpected) that may be 

brought by the policy are 

assessed. Analysis has many 

stages to follow of which when 

they are finished and succeed the 

policy will proceed to the next 

step. The stages of policy 

analysis are:  

i. Study of the problem 

with goal setting; The 

achievable goal has to 

be formulated in this 

stage and its clear 

objectives to meet the 

goal 

ii. Formulation of 

alternatives; the 

forecasting is done to 

see what will be the 

outcomes of the policy 

alternatives 

iii. Determination of the 

criteria; the forecast of 

alternative‟s costs- 

benefits analysis and to 

forecast if the 

alternative is going to 

be effective ect. 

iv. Alternatives 

assessment: what can be 

used to solve the 

problem or to 

accomplish the goal. 

v. Recommendations 

about the policy and the 

alternatives that may 

assist in achieving the 

goal. 

3. Policy adoption: after the 

assessment of the policy the 

authorities, politicians‟ 

government and other 

stakeholders accept the policy. 

4. Policy implementation: the 

intervention of the policy to 

solve community problems. 

5. Policy monitoring and 

evaluation: to assess the impact 

of the policy, does it brought the 

expected results, if not why and 

what can be done to overcome 

the challenges if any. 

Public policy has theories used to 

explore, describe and explain the 

concept of public policy. But the 

combination of policy with PBB can 

use some of the public policy 

theories and leave the other. This 

paper‟s conceptual framework will 

discuss the theories that explain both 

concepts of policy and performance 

based-budgeting.      

 

The first theory that can clarify 

concepts of PBB and public policy is 

the theory of bounded rationality by 

Herbert A. Simon. The theory is also 

called a theory of choice because it 

focuses more on human choices. 

According to Jones B. (2002: 270), 

the theory of bounded rationality is 

more good in two things which are: 

It performs better in linking the 

techniques of human choice with the 

organisational and policy process, as 

is commonly argued. It is also good 

in performing better in predicting 

organisational and policy outcomes 

in a very important class of collective 

behaviours. He further pointed out 

that for prediction, bounded 

rationality makes distributional 

predictions that are not matched by 

the assumptions. That is the theory of 

choice is good at coordinating the 

human decisions with the 

organisational or the national choice 
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and links the two with the policy 

process. The human choice 

nationally is made by the states for 

the benefit of the society as a whole. 

Decisions are made either to address 

a particular problem facing the 

society or for developing the society. 

The human or government choice 

usually have to be the one that may 

help the society to move towards the 

national‟s goals. Those decisions are 

linked with the techniques of public 

policy through programs in order to 

solve community‟s problems. 

Like the theory, the two concepts 

link the procedure of human choice 

with organisational and the policy. 

The linkage of choices to the policy 

can be done to the PBB at the same 

time it is linked to the policy. The 

reason to do this is to process the 

government choices with the 

procedures of PBB and policy. It is 

also done to find out if the choices 

through programs are worthy to be 

implemented for the expected 

outcomes. It will be easier to link 

choices with these two concepts 

because their procedures are more or 

less the same. 

 

Policy and PBB procedures 

consists of strategic planning. Their 

strategic planning must have the 

goals and objectives that are aimed to 

be achieved. The objectives of both 

concepts are based on the outcomes. 

Their procedures also have 

performance measures from PBB 

perception and evaluation from 

Policy perception. Both performance 

measures and the evaluation means 

are the same activity. They assist in 

showing whether the objectives are 

achieved very well. Moreover, PBB 

links the appropriations to how well 

agency is engaging. This is done to 

see why the target outcome is not 

achieved and to find out what kind of 

challenges hindered the achievement.  

In policy the same process if linking 

is called evaluation. The assessment 

helps the agency to solve the 

problems before continuing with the 

program if the challenges are under 

the control of the agency. In case 

where they are out in their control 

the PBB and policy encourage the 

agencies to look for other 

alternatives to solve the community‟s 

problems. The theory of bounded 

rational can be used to link both PBB 

and Policy procedures (because they 

are the same) with the human beings‟ 

choices.  

The theory of bounded 

rational is better in predicting the 

organisation and policy outcome. 

Like this theory, the policy and PBB 

are involve around program 

formulation with its objectives, 

resources required in the 

implementation of such program and 

the expected outcomes. That is the 

two concepts also argues that the 

prediction of outcomes is needed for 

the achievement of a certain goal.  

 The theory matches the PBB 

and policy concepts because their 

focus are on the human and 

organisational choices. PBB and 

policy are assigned to process the 

human choices through program 

formulation and implementation. The 

choices may come up either from the 

government as a representatives of 

citizens or from the community 

through the government. PBB and 

policy processes the choices through 

the use of their principles.  

Bounded rationality has four 

principles which are: the principle of 
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intended rationality, principle of 

adaptation, principle of uncertainty 

and principle of trade-offs. The 

principle of intended rationality 

means that people are goal-oriented, 

but they often fail to achieve the 

intention because of the interaction 

between the aspects of their 

cognitive architectures and the 

essential complexity of the 

environment they face (Simon 1976: 

xxvii; March 1994 in Jones (2002). 

That is people have plans with goals 

to achieve but there are many factors 

in live that interrupt them to 

accomplish the goals they set. The 

PBB and Policy are goal oriented 

too. They argue that for the program 

to be successful there should be a 

goal and objective which the agency 

aims to achieve. This is the same as 

the theory‟s principle of goal 

oriented. The PBB goals 

implemented by the public policy but 

they may fail to produce expected 

results because of the challenges they 

may face during the implementation 

of the program. The challenges may 

come from political, cultural, 

religious environments and so on.   

 The second principle of 

bounded rational is the principle of 

adaptation that is the humans 

sometimes spend more time in the 

problem in order to come up with 

solutions. The human mind 

understands more about the 

challenge it faces, if it spends more 

time on thinking with the problem. 

„In central processing, used when 

attention and motivation are high, 

people employ more mental 

resources, think more systematically, 

and allow data to shape inferences 

(Kuklinski and Quirk 2000 in Jones 

2002). PPB and policy use this 

principle when they identifying the 

problem and learning more about the 

problem. Both concepts procedures 

are to identify the problem and study 

or learn more about the problem. 

Meaning to know its cause and its 

effects or impacts to the community. 

By doing so the humans can come up 

with alternatives to solve the 

problem. The procedures go on to 

encourages the agencies to spend 

more time so that they can come up 

with one better alternative.    

The principle of uncertainty; it is to 

understand doubt in the calculus of 

probability. But Jones argued that the 

humans have a difficulty of working 

in probability. But the PBB can use 

the probability when explaining 

inputs for policy implementation.  

The last principle is the one 

of trade-off. That is from the 

alternatives, objectives or goal that 

the human being have, she/he may 

decide to take the one that is more 

beneficial than the other. The 

principle focus on the trade-off of 

goal among many goals. The 

assessment or analysis in the PBB 

and policy lead to the trade-off of the 

goals, programs or objectives that 

may seem not to be the good 

interventions. That is the PBB and 

Policy too agree in the trade-offs 

objective.  

 The other theory that can 

apply to the two concepts is the 

theory of Rational Decision Making. 

In this view, public budgeting should 

help a nation to make progress 

towards important social goals, Nice, 

D. (2002: 8). The theory sees public 

budgeting as an assistance to the 

success of public goals. PBB and 

policy help the government to 

identify the community‟s problems 
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and help in the assessment of those 

programs. The assessment is done to 

make sure that the programs will not 

fail so that PBB will fund them. Both 

of them policy and PBB ensure that 

the intervention programs do achieve 

the social goal as intended.  

The theory argues that the 

budgeters need the information on 

whether the policy or program 

achieved what was expected. 

“Reform may be needed to 

encourage those actions” (Nice 

2002). That is the budgetary reform 

such as PBB needed to see that the 

policy supplies the evaluation 

information or any information to the 

budgeters. What is said by Nice here 

is that the policy and PBB reform has 

to work together for the success of 

the programs. The reform (PBB) has 

to encourage the implementers and 

evaluators of the agencies to run the 

actions of monitoring and evaluation.  

PBB and policy have the strategies 

they use to measure the output and 

outcome of the programs. From 

policy point of view, the strategies 

are called monitoring and evaluation, 

whilst the PBB call the process or 

strategy performance measurement.  

As a results these two concepts are 

working towards supplying the 

information to show what has been 

achieved with the public finances. 

For instance, Cuellar (1998) 

mentioned that in Texas the PBB 

through its principle of performance 

measures, helps the legislative 

budget board to get information from 

agencies. The information was about 

the outputs achieved by the agencies. 

Then the results of the agencies are 

published. This was done to utilize 

and evaluate the effectiveness and 

efficiency, and accountability and 

transparency of the state programs 

and policies.  

But the rational theory lacks 

the principle of prediction. The 

rational theory depends more on the 

choices and reasons made by 

humans. If people have goals 

reflecting both self-interest and the 

welfare of others and formal theorists 

have no ways of discerning the trade-

off, then no predictions can be made 

(Jones, 2002). That is if people 

cannot make the trade-offs of their 

goals then there are formal theories 

that cannot make predictions.    

 

 

How should the PBB implement in 

order to increase the state 

Accountability and Transparency 

 

PBB was introduced to assist 

the governments to overcome the 

challenges that seemed to be existing 

in public finances and public 

programs. Public finances face the 

problems of lack of efficiency and 

effectiveness, lack of transparency 

and accountability of finances, poor 

planning of public programs, lack of 

responsiveness and so on. PBB has 

come with the reforms it argues that 

they should be implemented in the 

governments agencies for its‟ well-

functioning.  The reforms are as 

follows: 1) to increase the motivation 

and incentives of civil servants or 

public employees. 2) the 

restructuring of organization in such 

a way that such organisation will 

focus on the service delivery and 

improve the coordination among 

agencies. 3). To focus on the 

improvement of the efficiencies and 

effectiveness if the public 

expenditure. 4) To encourage the 
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legal and other institutions to 

strengthen public accountability for 

performance.  

The following discussion will 

be on how the reform of public based 

budgeting can be improved or work 

in order to increase transparency and 

accountability. Which is the forth 

reform mentioned above. 

Transparency and accountability 

interact with other concepts such as 

efficiency and effectiveness, 

participation and equity to the extent 

that it may be a bid tough to discuss 

these two alone without using the 

other ones. 

According to Campbell 1998 in 

Cuellar 2002, for the government to 

be accountable must have the 

following characteristics: 

I. „accountability of the 

government is being 

responsible to achieving 

expected results. 

II. Establish and maintain an 

environment that protects 

against scandals and 

financial disasters. 

III. To ensure that resources are 

economically and effectively 

used, showing public or 

citizens how effectively and 

efficiency the public funds 

are used‟.  

He further showed that focus 

in supplying the legislators with the 

results such as better planning, 

information, managing, decision 

making and strategy to increase 

accountability. That is accountability 

is more broad when it comes to the 

public budgeting. According to 

Campbell, the government with 

accountability must have the passion 

and strategies and responsibility to 

see that the agencies programs 

accomplish the expected results. 

Moreover, such government should 

take responsibility to bring results to 

the legislators on better planning, 

information about the agencies 

performance and any other 

information that may be needed by 

legislators for the improvement of 

the agencies on production. 

Furthermore, the accountable 

government must ensure that public 

resources are used efficiently for the 

benefit of community. 

The most important issue that 

can contribute more in assisting the 

PBB to increase transparency and 

accountability is the existence of the 

law or the administrative 

requirements for PBB. The 

legislation or administrative 

requirements should enforce the 

government agencies with its 

managers and employees to use PBB 

and policy principles in order to 

increase accountability and 

transparency. The law is used as a 

guide of the agencies on how to run 

the PBB reform. PBB can increase 

transparency and accountability if it 

is protected by the law for the 

implementation of its procedures. 

For instance, citizens feel free to ask 

about the use of public funds if they 

know that there is a law that allow 

them such a right. On the other hand, 

where there is a law the employees 

are bound to work hard to ensure that 

the scarce public resources are 

allocated efficiently.  

The law must assist the PBB 

to achieve its goals. That is, it must 

also help the PBB to increase 

accountability and transparency and 

other issues such as performance 

accountability, efficiency and many 

more. Hyde 2002 mentioned that the 
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study of Melkers and Willoughby of 

2001 found that in Texas PBB had a 

challenge that the legislative they 

had in 2001 lack the enforcement of 

agencies to give outcomes to the 

legislators. To respond to the 

problem, the government agreed 

upon the results orientation. As a 

results the amendment of the law on 

public finance with the addition of 

key performance was made. If there 

is an existence of the law but that 

does not contribute to the increase of 

accountability, transparency and 

efficiency of PBB; then the law is 

not useful for the improvement of 

performance based budget. 

The law has to address who is 

responsible for the success of the 

programs and who is accountable to 

see that resources are distributed 

efficiently. If the agencies do not 

have a clear office mandate of who is 

responsible for the achievement of 

the goals; goals will not be achieved 

fully.  For performance based-

budgeting to increase accountability 

there should be the responsive office 

to ensure that goals are met. The 

office should also see that resources 

are distributed efficiency, strategic 

plans are done and they are all with 

the same idea of achieving the goal. 

 For the PBB to increase 

transparency and accountability there 

should be a separation of powers. 

The offices should differ with the 

powers and the work they perform. 

For instance, the analysis should do 

their job not to mix powers with 

implementation because, if there is a 

mix of powers the job will not done 

perfectly. In order for the PBB to 

increase accountability the stages of 

PBB of identification and selection 

of the program should be done by 

analyst not officers and politicians 

who may want to implement what 

they like. In that way the programs 

will succeed because they are 

planned by the expects.  

The separation of powers for 

the efficient and accountability use 

of PBB, will lead to the restructuring 

of the of the agencies. The 

restructuring can be done to assist the 

PBB to increase efficiency, 

accountability and transparency and 

to fit PBB in the good governance. 

For transparency many efforts that 

were supporting the improved 

communication between the public 

and agencies and government were 

done; including the role of public in 

assessing agency program results 

Melkers and Willoughby (2002).  

Rodriguez and Bijotat (2003) 

mentioned that for the reform to 

work efficiently and transparency, 

there was an introduction of what is 

called the public accountability 

report. The public accountability 

report shows the reports on a 

program outcomes and the results 

and the integrated perform of the 

annual budgeting. The report focuses 

more on the:  

a) The ensuring of the 

government and its agency to 

be results oriented. 

b) Facilitating informed decision 

making on the allocation of 

the state resources and make 

aware the pubic of the state 

programs. 

c) Increase public accessibility 

to information about state 

government programs and 

services.  

That is the government of Illinois 

sees that public finances use is not 

transparent as a results the Public 
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Accountability Report. The report 

was used as a tool of communication 

of government and the public about 

the use of public finances. Moreover, 

it gave information on which 

programs of services are available 

for the public to access and where 

are such kind of services. Structuring 

and the use of reports in PBB assist 

in the increase of transparency and 

accountability.        

The study of Melkers and 

Willoughby showed that the 

performance based reform challenges 

differ from country to another. the 

reason for that may be the various 

strategies of implementation the 

states have. Some countries run the 

reform by the use of legislation that 

direct and enforce the agency to obey 

the law set for PBB. Whilst, other 

states use the administration 

requirements for PBB that are used 

to guide the agencies with on how to 

use PBB. The results from these two 

types of the states are slightly 

different. As a results the 

improvements on PBB by the states 

may be different depending on what 

the states met on their PBB 

implementation. 

Their study findings show 

that some countries mentioned that 

PBB has to be improved in the 

reduction of service duplication. 

Others said that the reform needs to 

be improved in improving the 

government decision making and to 

assist in the improvement of 

governmental agencies coordination. 

That is some state found the reform 

weak at reducing service duplication. 

While other sees it weak in internal 

coordination and in improving 

government decision making. As a 

results, each state will work on the 

improvement of the part it found 

weak in PBB.  

For service duplication, I 

think the government have to come 

up of the strategy to help in 

transparency of the agencies 

programs before implementation. It 

can also encourage agencies that 

have overlap of duties to share the 

activities of the places they share. 

This will save public finances and 

time. Moreover, it will assist the 

agencies to give quality service 

because it will be given by two of 

more agencies that may have 

different view.  

The good coordination 

among the government agencies may 

be one by formation of committee. 

The committee can be made up of 

members from different agencies. 

Members may have the meetings 

monthly or quarterly where they will 

share their plans, activities and talk 

about the betterment of providing 

good services to the public. 

Moreover, the governments 

have to be innovative for the 

improvement of PBB in their states. 

Innovation will help in the increase 

of transparency and accountability. It 

should be used as the instrument that 

help in the improvement of the PBB. 

For instance, some states introduced 

the strategies of transparency in 

order to improve PBB. Texas 

introduced what it called 

performance accountability to 

improve PBB. Performance 

accountability means is the process 

of evaluating the policies and 

programs by measuring outcomes 

results against agreed upon 

standards.   

Policy and PBB are the 

concepts that share some of the 
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characters and principles. They both 

have techniques of identification of a 

problem, analysis, implementations 

and evaluation. But they differ 

wording or names. For instance, PBB 

have what it calls performance 

measures while in policy that is 

called evaluation. Moreover, PBB 

focus more on funding programs or 

government decisions and policy 

concerns on how those government 

decisions can intervene in public 

problems. Its concern too is on how 

scarce public resources can be 

allocated. I think these two concepts 

can be used together in order to have 

good results. They can help in the 

efficiency and effective, 

accountability and transparency of 

use of public finance. PBB will not 

face some of the problems face by 

previous reforms if it works together 

with policy. They can share 

resources as a results problem like 

lack of human resources will not 

happen to them.  

   

 Conclusion  

 

Performance based-budget is 

the budgetary reform that the states 

that have used it considered the best 

in comparison with the previous 

reforms. It is the objective oriented 

reform. It believes in the use of 

strategies plans. Strategies plans 

must consists with objectives, 

resources required, expected 

outcomes and performance measures. 

Compared to other reforms PBB with 

its instruments can make follow up 

on how programs have achieved the 

goals. If not, the PBB source out the 

reasons that lead to the failure and 

their solutions. By so doing the 

reform increased accountability and 

transparency, efficiency and 

effectiveness.  

The article found that, PBB and the 

policy are the same concepts. They 

focus on the efficient use of public 

finances and the allocation of scarce 

public resources to the community. 

Their concern is also on the success 

of the interventions made by the 

government to the citizens. PBB and 

policy processes to meet their 

concerns increased accountability 

and transparency, equity, 

responsiveness and many more.  

Furthermore, policy and PBB share 

the same theories that can explain 

them. I have found that the policy 

that can explain the two concepts 

better that the other ones is the 

theory of bounded rationality. It is 

the policy of human choices. Like 

the policy PBB and policy focuses 

are on the choices of human beings 

and how to those choices can be 

analysed and implemented. The 

theory links the choices with the 

policy like PBB and policy do. The 

theory pointed out that human can 

predict in order to see the outcomes; 

the two concepts forecast to find out 

what maybe the outcomes of the 

program.   

The study found that the legislation 

plays a crucial role for the success of 

the PBB reform. There should be 

legislation for the proper work of 

PBB reform. The law assists in 

guiding or directing the agencies and 

the government of how to use the 

finances. There are some countries 

that do not use the legislation but use 

the administrative guidelines. Studies 

made found that the countries that 

use legislation have detailed 

guidelines compared to the ones that 

use administrative guidelines. The 
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existence of law in PBB helps the 

reform to increase accountability and 

transparency. It enforces the agencies 

to be accountable and transparent in 

the use of public finances. 

There are other means that can 

contribute to the improvement of 

PBB and increase of accountability 

and transparency. Innovation of 

government on sustainability 

programs helps in the increase of 

accountability. Good programs will 

allow the good allocation of 

resources to the public. 

 

References  

 

Cuellar, Enrique Roberto, (1998), A 

Comparative Analysis of 

Legislative Budget Oversight: 

       Performance Based- Budget in 

the American States. 

University of Texas at Austin. 

Guo, Hal David and Milena, I. 

Neshkova (2012), Citizens 

Input in the Budget Process: 

When does 

          it Matter Most?  

Golembiewski, Robert T. and Rabin 

Jack (1983), Public Budgeting 

and Finance. Behavioural, 

         Theoretical, and Perspectives. 

Revised and expanded third 

edition. Marcel Dekker, Inc.   

Hager, Greg; Hobson, Alice and 

Ginny, Wilson, (2001). 

Performance Based Budgeting: 

Concepts  

            and Examples. Case study of 

Kentucky.  

Hyde, Albert C. (2002), Government 

Budgeting. Theory Process 

Politics. third edition.  

            Wadsworth Thomson 

Learning. 

Jones, Bryand D. (2002) Bounded 

Rationality and Public Policy: 

Herbert A. Simon and the 

           Decisional Foundation of 

Collective Choice. Policy 

sciences journal  

Klase, Kenneth A. and Dougherty, 

Michael J. (2008) The Impact 

of Performance Budgeting on 

        State Budget Outcomes. Journal 

of public budgeting, 

accountability and financial 

         management.  

Nice, David. (2002), Public 

Budgeting. Wadsworth 

Thomson learning 

Rodriquez, Alejandro and Bijotat 

Francois. (2003) Performance 

Measurement Strategic 

Planning 

        and Performance Based 

Budgeting in Illinois Local and 

Regional Public Airports. 

Vol.8 no.12  

        132-145.  

Yilu; Willoughby and Arnett (2011), 

Performance Budgeting in the 

American States; What‟s Law 

           got to do with it? State and 

government review.   

 

 

 

 

 

 

 

 


