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Preface

This publication reviews the use of functional review as a tool for public administration reform in the
Europe and CIS region. The failure to transform systems of public administration in the region from
politicized, demoralized and ineffective systems of governance to professional and accessible institutions,
suitable for performing a pivotal role in the policy process, has stimulated the search for new methods and
approaches in conducting reform. Public administration reform, often considered to be of limited
importance in the early years of the transition, is now widely seen as a condition for success in economic
development. As a result, answers to the question how the deadlock in administrative reform processes can
be broken are sought ever more widely. Functional review is often seen as part of the solution. It is a tool
that, if properly applied, can in principle help to open up issues that previously could not be addressed and
force a breakthrough on questions over which there is deadlock. It can help states facing painful questions
on wider restructuring and re-orientation or of the role of the state. However, if improperly used,
functional reviews can also lead to a polarization of reform debates, and a further entrenchment of
positions.

During the last five years, functional review has been used as a reform tool in almost half of the states in
the region. It is striking that an instrument so often associated with managerialism has found such wide
application in this region, which often is considered ‘conservative’ at best in its approach to public
administration reform. This begs the question of whether there is a genuine interest in the region, or
whether functional review is yet another reform tool ‘imposed’ on governments by outside actors.

Indeed, in some states, functional review processes have been highly controversial, and were seen as an
essentially Anglo-Saxon tool, a trademark of DFID, USAID and the World Bank. In these cases the conduct
of functional review processes has often been extremely difficult, and results have often been sub-optimal,
mainly due to a self-fulfilling prophecy of non-applicability. In these cases functional review processes were
perceived as ‘part of the deal’, governments would allow a review to be conducted as part of an overall grant
or loan facility, creating the risk that the review process was undertaken as a mere formality. However, this
is only one part of the picture. An assessment of the way functional review has been used in ECIS states also
highlights successes. In these cases, review processes have been supported by a broad coalition of donors,
including in many cases UNDP, driven by a genuine desire on the part of governments to make a
breakthrough in reforming public administration systems that had become an impediment to successful
economic reform. In these cases review processes have often helped to put reform measures that previously
could not be considered on the political agenda, and stimulated a radical and much needed change in
administrative organization and practice. This, in turn, constitutes one of the basic conditions for a more
successful economic reform process.

This publication tries to answer the question ‘how and under what conditions’ functional review can
work as a tool for stimulating deep reforms in state administration. For this, a number of key cases from the
region will be reviewed. Together with a general review of methodological and organizational questions
surrounding functional review, this will provide insight into what we call the ‘do and don’t’ of functional
review in the specific context of transition states. The material presented here should be seen as a guide to
the often-complicated processes of framing and conducting a review process and implementing their
findings. Finally, this publication should serve to help allay the fears of those who see the functional review
process as a threat to their organizations, as well as assist those who are interested in creating systems of
public administration that will be truly at the service of the citizens of the region.

Tony Verheijen
Bratislava, Slovakia, 19 November 2001
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short-term international experts. Having gone
through a review process, each of the ministries was
asked to prepare a report that included proposals
concerning a new organizational structure and an
implementation plan.

Before performing the functional review as
such, the Management Team undertook
preparatory steps in respect of each Ministry. First,
the MT held meetings with a respective Minister
and/or a Deputy Minister to explain the principles,
objectives and procedures of the functional review.
The second step established a sectoral working
group (SWG) within each Ministry. Third, the MT
and a contact person from the Sectoral working
group drafted the schedule for the review. The
fourth step was to organize a joint meeting of the
MT and SWG to discuss the functional review
methodology in greater detail.

Implementation and results
of the functional review

Regardless of the fact that ten ministries were
actively involved in the process of the functional
review, this process was limited in scope and depth.
It constituted a vertical review of selected ministries,
in which each ministry was part of a pilot project
conducted at the central level without affecting the
regional activities of the ministry in question. While

76

the Ukraine Government approved the conceptual
framework for the functional review process and
delegated authority to conduct the functional
review to the CBEP Working Group, it never
introduced a coherent procedure to monitor the
results. The functional review was slowed also due
to complex preconditions that existed prior to its
launch. For instance, at the beginning of 1999, the
structure of the Ukrainian central government was
quite complex—it had 89 bodies with ministerial
status. This complex administrative hierarchy that
planned and controlled all spheres of economic
activity throughout the country was a legacy from
the Soviet era.

The functional review in Ukraine was not
carried out under ideal conditions and was
influenced by frequent changes in the government
and the government’s inconsistency of actions and
decisions. Just as the Ukrainian government failed
to adequately monitor the conduct of the functional
review, it also failed to introduce any effective
procedures to monitor implementation of the
results. The functional review programme in
Ukraine was weakened by the absence of a general
procedure  which  could  monitor the
implementation of agreed objectives and measures
with individual ministries. Ministries were therefore
left to their own devices to try to implement
measures agreed on in the report.



ANNEX 2

Sample Questionnaire Forms

2.1 BULGARIA

General Information

Number of staff (total for the institution):
By register Actually working
Links of rank and position:
vertical - superior:
B with the next level of superiority:
B with other superior bodies (please, attach a detailed list):
vertical - inferior:
B with units under direct subordination, external to the institution: (please, attach a detailed list)
M with other bodies, which are not under direct subordination, but have a lower rank in the hierarchy:
(please, attach a detailed list)
horizontal:
B with bodies with a specific rank in the hierarchy: (please, attach a detailed list)

Functional relations:

M Indicate with which bodies and how frequently you maintain contact on a monthly basis: (please, list
the names of the bodies and your reasons for seeking co-operation and/or information. In the last column
mark the correct answer with x)

Administrative On what matters do you need assistance? Frequency
institution up to 4 4-10 more
1

2

[ What is the most often used form of contact (please, use the numbers for the bodies as listed in the table above,
as well as the same principle when filling in the information; in the column “through other means” describe, for
instance through a modem connection)

Administrative In what form do you How do you get the How do you adopt
institution ask for their assistance? information you demand? the decisions?
orally n inan | through | orally n man | through | orally | nan |through
writing | official | other writing | official | other official | other
paper | means paper | means paper | means
1.
2.
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Description of the Structures and Links in the Institution

Please, put down accurate addresses and telephone numbers of all buildings in which your administrative
institution is located.

Administrative structure by unit and sub-units (please, attach a chart - if available - and a description of the
administrative relationship)

Internal functional and operational links (please, attach a chart - if available - and a description of the function
by unit and sub-unit)

Describe the links of hierarchy between the units in your institution

Staff description by unit and sub-unit (Please, use additional sheets of paper or atlach ready-made charts or
materials on the topics above)

Do all members of staff have job descriptions? (please, attach them )
& yes
% no

Describe the logistics and organization in the performance of the main functions in your institution:

Are the job descriptions in accord with actual working functions?
& yes

& largely yes

® no

& [ cannot tell

Do you use non-declared links of rank when doing your job? (please, describe them)
Describe the logistics and organization in the performance of the main functions in your institution:
What are the specific and unique characteristics of your institution:

What is the timetable of working hours in your institution? (hours per month )

& public reception:

& working with and processing documentation.:

& drafting documents :

& expert and technical activities

Describe the problems in performing your basic functions:

What is the system of control in fulfilling your tasks?

What is the organization of the information in your institution:

B internally:

B as concerns the relation with the public and the media:
What in your opinion needs to be improved in the internal information environment in your institution:
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Information System

Is there a written strategy for the development of an information system in your institution?

(please, attach it)
& yes

& there are separate papers on the matter

& 70

What is the purpose of the computer information system currently in use in your institution?

& (here is none

& processing of documentation

& drafling of documents

& expert and technical activities

& others:

What kind of equipment do you use?

Description

Type

Quantity

& Jocal network

& server
- Pentium

- 486

- 386

- other:

& working stations:
- Pentium

- 486

- 386

- 286

& peripheral equipment
- printers

- scanner

- archives

- E-mail

- others

What kind of software do you use?

Type

Kind, description

programs with personal access

programs with group access (work flows, specialized data base)

specialized software for your institution

standard programs for Windows (word processing, electronic tables, etc.)

standard programs for DOS (word processing, electronic tables, etc.)

standard programs for other operation systems

Ko [H [ 1 1 1 |18

others

79



How many people are using the information system officially?

| | Number

What processes have been automized?
& processing of documentation

& drafling of documents

& expert and technical activities

& others:

What are the positions of civil servants whose work is automized?
administrative managing personnel

experts

technical personnel

others

I )

Is there document archive in your institution:
& yes
& 1o — the documents are stored in the archive of

Describe the system you are using for the classification of the documentation in an archive
(number the suggested options or describe your own system):

__ by area;

__alphabetically;

__ chronologically;

___other:

In order to solve the problems of your daily work you need:
additional essential information

systematic organization of available information

training

lessening of administrative procedures

better communication (with other bodies)

additional technical equipment

other:

N N N B )

What is your attitude to forthcoming reform in the structure of public administration?
& definitely positive - it will make the work more effective

& skeptical, although the idea is good

& gt is impossible in practice

& 5t will not have an impact on the work

Please, suggest necessary changes in the regulations and structures which you believe would going to
improve the work of your institution.
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2.2 UKRAINE

FORM 1. List of objectives

Name of Department:

# Department Objectives

Activities to Achieve Objectives

1 2

3

Form 1A. Departmental structure

Name of Department:

Name of the Deputy Minister to whom the department reports:

Department Objectives:

Organizational Structure (Division/s, Number of staff per division)

Comments:
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Form 2. Legal Definition of CBEP Functions

CBEP functions CBEP functions Functions that are in Organizational unit
defined by current defined by standard fact performed by responsible for
legislation regulations CBEP performing a function
(provisions)
1 2 3 4
Form 3. List and Short Characteristics of Functions
Name of Department: Number of staff
Department objectives:
# | Function Number Outputs Category Customers (tick relevant boxes)
of staff of function
performing
the function
Type Quantit Internal External
(if possible
lo define)
Internal Other Private
ministry sector
or public
1 2 3 4 5 6 7 8 9 10
Additional comments and notes:
Category of Functions
Direct Service | Policy Design Policy Regulation Monitoring Standard Complaints
to Public Implementation Setting Consideration
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Form 3A. List of People Responsible for Providing Information

#

Function Responsible Person

Position

Tel.

1

2

3

Form 4. Characteristic of Function

(to e filled out after the list of functions mentioned in Form 1 is agreed with consultants )

Short characteristic of function

Name of function

Category of function

#

Question

Yes/No

Justification

1.

Is the function required to protect the public?

¢ Is the function needed to protect the independence
of the state?

* Is the function needed to protect public safety?

¢ Is the function needed to protect state assets?

¢ Is the function needed to stimulate or maintain
the economy?

¢ Is the function needed to improve quality of life?

¢ Is the function needed to provide social security?

Does the function support the ministry’s objectives?
* Which objectives does the function contribute to?
¢ Does the function contribute directly or indirectly?
*  What is the level of contribution (if measurable)?

Is there a demand for the function? Do members
of the public or private sector want the function?
(If YES: identify who)

Does the function promote fair competition in the
sector?

Can the function be abolished without harm to
public interests? (If YES: abolish the function)

Are there other government executive bodies that
make contributions to the function?
* Executive bodies in the sector regulation system?
* Executive bodies in other sectors?
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Name of function

Category of function

#

Question

Yes/No

Justification

7.

Is the function required by constitution, international

or national law?

* What law or normative acts require the function?

*  What law or normative acts define the results and
procedure of the function?

Can the function be charged without inequality

of service?

* Would political resistance emerge if the service
charge were introduced?

*  Would there be a demand for the function if it were
paid?

* Would people with low incomes have barriers
to the function?

Is the public willing to pay?

10.

Are there/ could there be suppliers?

* Are there existing bodies that could perform the
function? What are they?

* Could a private entity perform the function?

11.

Would a private entity conducting the function
create unfair competition on the market?

12.

Would the price or standard of function need to be
regulated? (If YES: regulated private enterprise/other
non-government organization; if NO: private
enterprise/other non-government organization)
* Is there a need to ensure minimum standards

of service/product?
¢ Is there a need to keep price at a fixed low level?

13.

Can the function be transferred to another central
executive institution? (If YES: identify whom)

14.

Can an appropriate quality of function be achieved
at lower cost? (If YES: transfer function)

15.

Can the function be reduced in terms of quality

or quantity? (If YES: reduce scale of function)

* Is there a severe risk in reducing the scale of the
function?

* Is there a severe risk in limiting access to the function
output?

16.

Can the function be merged with another without
reducing the quality of service? (If YES: rationalize
the function within the sector)

17.

Can charge cover the function’s costs?

18.

Is the function profit oriented? (If YES: state enterprise;
if NO: non-profit government organization)

* Is the main purpose of the activity to make profit?

* Isit expected that the activity make a profit?

19.

Should the function be subsidized? (If YES: subsidized
state enterprise)

20.

Can the function be delegated to the lower lever

of executive power?

¢ Can the function be delegated to a lower level within
the sector regulation system?

* Can the function be delegated to regional level?

* Would an equal access to the function outputs
be secured if the function were transferred?

* Could the number of customers be increased if
the access were expanded?
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Name

of function

Category of function

Question

Yes/No

Justification

21.

Could the decentralization of function improve

the efficiency of budget allocation? (If YES: decentralize

the function, including delegation to a regional level)

*  What would be the approximate number of staff
needed (% increase/decrease)

* What would be the approximate budget resources
required (% increase/decrease)

22.

Would flexibility in budget resource allocation
provide a better function? (If YES: rationalize

the function within the central ministry; If NO: keep
the function unchanged)

Recommendations (to be filled out by the consultants)

Transfer the function to another government
executive institution

Rationalize the function:
* within the central ministry
* within the sector

Reduce the scale of the function

Decentralize the function

Abolish the function

Transfer the function to regulated private enterprise/
/another non-government organization

Transfer the function to private enterprise/another
non-government organization

Transfer the function to self-financing state enterprise

Transfer the function to subsidized state enterprise

Transfer the function to non-profit
government organization

Keep the function without change

Form 5. Reorganization Recommendations

# |Function Decision

Type of institution

Abolish | Transfer | Reduce | Rationa- | Decentra- | Keep
Scale lize lize unchan-

ged

Regulated
private
company/
Jother
non-go-
vernment
organiza-
tion

Private |Subsidized
company/| govern-
Jother ment
non-go- | enter-

vernment|  prise
organiza-
tion

Non-profit
govern-
ment
organiza-
tion

Central
Ministry

Super-
vised

Institu-

tion

Regional
Execu-
tive
Institu-
tion

9

10 11

12

13

14
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Form 5. Reorganization Recommendations

# |Function Decision Type of institution
Abolish | Transfer | Reduce | Rationa- | Decentra- | Keep | Regulated| Private |SubsidizedNon-profit| Central | Super- | Regional
Scale lize lize unchan- | private |company/| govern- | govern- | Ministry vised Execu-
ged | company/| /other ment ment Institu- tive
Jother | non-go- | enter- | organiza- tion Institu-
non-go- |vernment| prise tion tion
vernment | organiza-
organiza- [  tion
tion
1 2 3 4 5 6 7 8 9 10 1 12 13 14
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2.3 LATVIA

Form 1. Structure of divisions

Name of Department (or subordinate institution) (1):

Position to which the department reports (2):

Interviewer:

Interviewee (3):

Objectives of Department (4):

No. of specialists:
No. of support staff:

Type of entity(5):
Departmental Budget(6): Actual no. of staff (7): Authorised number of staff (8) Number of
authorised staff (9)
Non Staft | Revenue | Total |Specia- |Support| Total | Specia- |Support| Total Civil | Other
Staff list list Servants | emplo-
yees
Structure of Department/Subordinate or Supervised Institution (10):
no:
Department/Institution:
No Ref. of specialists:
Ref no/letter: No. of support staff: Ref no/letter:
Division: Division:

No. of specialists:
No. of support staff:

Ref no/letter:
Division:

Ref no/letter:
Division:

No. of specialists:
No. of support staff:

No. of specialists:
No. of support staff:

Division:

Ref no/letter:

No. of specialists:
No. of support staff:

Ref no/letter:
Division:

Ref no/letter:
Division:

No. of specialists:
No. of support staff:

Ref no/letter:
Division:

No. of specialists:
No. of support staff:

Ref no/letter:
Division:

No. of specialists:
No. of support staff:

No. of specialists:
No. of support staff:

Comments (11)
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Form 2. Characteristics of Functions

Name of Division(1):Ref: no/letter (2):

Purpose of Division (3):

Ref High Level Activities (5) % of Outputs Category Customers (tick relevant boxes)
(4) staff (6) of func-
tion (9)
Type (7) Quanti- Inter- External
ty (8) nal (10)
Other State Private
ministry | establish- | sector or
(11) ment or | public (13)
subordina-
te institu-
tion (12)

Suggestions & additional comments (14)
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Form 3. Analysis of Function

Summary of activity (1):

Activity reference no (2):

Category of function (3):

Question (4)

Y/N

Justification (5)

QL. Is the function required to protect the public?

Is the function needed to protect the independence of the state? Is the
function needed to protect public safety? Is the function needed to
protect state assets? Is the function needed to stimulate or maintain the
economy? Is the function needed to improve quality of life? Is the
function needed to provide social security?

Q2. Is there a demand for the function? (If no, abolish function)
Do members of the public or private sector want the function?

Q3. Does the ministry support the objectives? Which objectives does
the function contribute to? Does the function contribute directly or
indirectly to the objectives? What is the level contribution (if measurable)?

Q4. Is the function required by law? Is the function required by
international/EU law or agreement? Which? Is the function required
by Latvian law or the constitution? Which? Is the law still valid in the
market economy?

Q5. Is the public willing to pay for the service? If charges were
introduced would there be unacceptable political resistance? If charges
were introduced would there still be a demand?

Q6. Are there/could there be suppliers? Are there existing bodies that
could realistically provide the function? Who? Could a private institution
realistically be created to perform the function? Is there sufficient profit
likely to attract suppliers?

Q7. Would an unacceptable anti-monopoly situation arise?
Would there be a provider with unfair competition?

Q8. Would the price or function need to be regulated? (If Y: Regulated
Provate Company, if N: Private Company) Is there a need to ensure
minimum standards of service/product? Is there a need to ensure prices
are kept below a certain level?

Q9. Can the function be transferred to another institution? (If Y:
Transfer function) Is there duplication or overlap with other bodies?
Is the function being conducted by the correct sector? Are there greater
synergies with other entities?

Q10. Can the function be reduced in terms of quality/quantity? (If Y:
Reduce scale of function) Is there a significant risk in reducing the
volume of the function? Is there a significant risk in reducing the access
to the function? Can part of the function be abolished?

Q11. Can the function be merged with another to provide economies
of scale? (If Y: rationalise function) Is there another similar type

of function which could be merged under one management structure,
without affecting the quality of the function?

Q12. Can the function be decentralised to improve effectiveness?

Are customers dissatisfied currently with access? Is the function a service
function with public customers? Would customers interests be significantly
improved by better access?

Q13. Would it be cost effective to de-centralise? (If Y: Rationalise
function) Approximate the number of extra staff needed? (% increase?)
Approximate the budget required (% increase)?

Q14. Can the function be charged without inequality of service? Is the
function applicable to all people? Would people unable to pay be severely
disadvantaged? Are the ways of paying according to means?
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Summary of activity (1):

Activity reference no (2):

Category of function (3):

Question (4)

Y/N

Justification (5)

Q15. Are the public willing to pay? If people are required to pay, will
they still want the function? If people refuse to pay will the social,
economic and political security be threatened? Will public dissatisfaction
be unacceptable?

Q16. Can charges cover costs? (If Y: self financing state enterprise)
How much is the income? What are the running costs? With efficiency
savings could the function be self financing?

Q17. Can a subsidy be granted? Is the government prepared to
contribute to the budget?

Q18. Is the function profit oriented? (If Y: State Institution, If N: Non
Profit State Institution) Is the purpose of the activity to make profit?
Is it expected that that the activity should make profit?

Q19. Can the function be delegated from the central ministry? (If N:
Central Ministry function) Is the function a strategy, policy or
co-ordination role requiring ministerial overview? To whom?

Q20. Is the function given to the ministry by law? (If Y:
supervised institution) Is the function defined separately in legislation,
allocating to the ministry?

Q21. Are the outcomes and procedures for performing the function
defined in law? (If Y: Supervised institution) Are the outcomes clearly
defined in law? Is there little scope for interpretation of regulations?
Are the processes simple, uniform or automated?

Q22. Should the director have freedom to manage resources or make
decisions? (If Y: Supervised institution) Should the function be
relatively free from political interference? Is the function one in which
regulatory decisions are made? If the outcomes are clearly defined,
should the director have freedom to make decisions about how the
outcomes are achieved?

Q23. Should the function be performed by civil servants? (If Y: Civil
Servants, If N: Non Civil Servants) Is there a need to have continuity of
staff? if yes CS Is the function policy or performance co-ordination in
nature? if yes CS Is the function concerned with national security?

if yes CS Is it beneficial to rotate staff to maintain skills? if yes CS

Abolish Transfer Reduce scale Rationalise Decentralise
of activity
Conclusion (6) | Private company Regulated private Self-financing Part funded Not for profit
(tick boxes that company state enterprise state institution state Part
apply) (agency) funded institu-
tion (agency)

Central Ministry

Sub-ordinate institution

Supervised institution
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Form 4. Decision Form

Name of Division (1):Ref: no/letter (2):

Ref (3) Decisions (4) Type of institution (5) Employment type (6)
A [Transfer| Reduce |Rationa-{ Decen- | Regula-| Private | Self-fi- | State | Non [ Central | Sub- |Super- | Civil |Non civi
2 Scale lize | tralize ted | com- |nancing | Insti- | Profit |Ministry|ordinate| vised |Servant | servant
1 private | pany | State | tution | State insti- | insti-
i company Enter- Insti- tution | tution
ﬁ prise tution

No. of staff required (7): Number of authorised staff required (8)

Specialist Support Total Civil Servants Other employees

Additional information (9)

Functional Review Guidance Notes
Form 1. Structure of Divisions
The aim of Form 1 is to define the structure of divisions or subordinate and supervised bodies.

1. Enter the name of the department if in the central ministry, or name of the subordinate institution,
supervised institution, regional office or state establishment, state enterprise etc.

2.Name of the department supervisor: Enter the name and title.

3.Enter the name of the interviewee (preferably the head of the department/subordinate/supervised
institution).

4.Enter a brief description of the purpose of the department that summarizes its core objectives, and is
more detailed than the name of the department.

5.Enter the type of organizational entity according to agreed classification.

6. Enter the 1999 budget of the department or subordinate institution, if available in Lat1000. Enter the
staft budget i.e. wages and security payments; the remaining budget for the department: and any
income generated.

7.Enter the actual number of staff for the department, broken down into support staff, and specialists
(non-support staff). This should include any contract staff and be based upon 1999 (January 1) figures
if available.

8. Enter the authorized number of staft for the department, broken down into support staff, and specialists
(non-support staff); for 1999 (January 1).

9.Enter the total numbers of authorized staff by employment type, according to the regulations of the
department/institution (1999, January 1).

10.Draw a chart of the organization down to divisional level drawing in the relevant reporting lines. If
sections report directly to a department include these two, enter the reference numbers as follows: All
divisions should be separately numbered between 1 and 200. Each division or section should be
allocated a letter. Enter the name of the division/section and the authorized number of positions for
specialists and support staft (1999, January 1).

11.Enter any remarks that will enable analysis of the functions.
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Form 2. Characteristics of Functions

The purpose of form 2 is to enable analysis of the functions in form 3, based upon knowledge of the
purpose of existing and new activities; and to make estimates of savings or additional costs that will be
required in restructuring. The approach must be pragmatic, and so estimates and judgements will
inevitably be made in the completion of the form. This is to be expected, and only small judgements
compared to the over-riding political judgements which will be made later.

1. Enter the division being analyzed.

2.Enter the division’s unique reference number from Form 1.

3.Summarize the purpose of the division.

4. Enter the reference of the activity as follows: Each activity should be allocated a number which should
be added to the unique divisional reference number. Thus, for activity one of division one of
department one enter: 1Al. For newly identified functions not yet performed, enter ‘N’ after the
reference e.g. 1A7N means the seventh function of Division 1A is new.

5.Summarize the existing main activities or new required activities of the division. Attempt to ensure that
the activity can be described as only one functional category. If many functions are present, break down
the activity into smaller activities if this is possible.

6. Estimate through interviewing the average staff time projected to be spent in 1999 on each activity (use
1998 figures where these are not available). It will be also necessary to estimate an additional % of time
required for new activities

7.Describe the main output of each activity, such as a regulation, letter, certificate, payment, visits,
lectures, advice, complaint etc.

8.Try to estimate the average forecast/expected number of outputs in 1999, eg number of laws, letters,
transactions, complaints dealt with. (Use 1998 is these are not available).

9. Enter the category of function: P for policy; C for Co-ordination, supervision & performance review; R
for regulation; D for service delivery; S for Support.

10.Tick a box if the output is for an internal customer within the same sector.

11.Tick a box if the output is for parliament, another central ministry or cabinet.

12.Tick a box if the output is for a state establishment or sub-ordinate/supervised institution.

13.Tick a box if the output is directly provided to a private organization, interest group, NGO, or member
of the public, including farmers etc.

14.Enter any remarks that will enable analysis of functions.

Form 3. Analysis of Function

Enter a brief summary of the activity from form 2.

Enter the activity reference number from form 2.

Enter the function category from form 2

Interview using the questions and sub-questions if required. Refer to the analytical framework.
Enter the justification, giving the names of relevant decrees and statistics where required.
Tick all those decisions which apply.

© Tt 0N =

Form 4. Divisional Decision Summary Form

Indicate the name of the department

Indicate the division’s unique reference number

Indicate the reference number of the divisions’ activities

Indicate the decision on the treatment of functions, tick all those boxes that apply

Indicate the type of entity that will perform the function, tick only one box.

Indicate whether employees should be civil servants or other, tick only one box

Estimate the change in authorized establishment required resulting from any changes, for specialists
and support staff.

Estimate the number of civil servants or other employees required.

9. Indicate any additional information.

N O otk 0N =

*
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ANNEX 3

Terms of Reference

for a Functional Review in Latvia

THE TERMS OF REFERENCE FOR
FUNCTIONAL AND ORGANIZATION
REVIEW, PREPARED BY THE
SECRETARIAT FOR THE PUBLIC
ADMINISTRATION REFORM

IN LATVIA, JUNE 2001

Background

Since regaining independence in 1991, Latvia
has been developing governmental structures to
meet the demands of a modern democratic state.
However, institutional structures do not always
match government objectives: public functions in
some cases are outdated, management and
coordination structures as well as reporting and
financial ~ accountability =~ mechanisms  are
inadequate, pay and incentive systems are non-
transparent and inefficient and performance
measurement and evaluation are lacking. Despite
considerable progress since the re-establishment of
the Latvian Republic, reforms in the public sector
remain a top priority for Latvia’s accession to the
European Union.

In 1999, with the assistance of World Bank
through IDF grant, Latvian administration started
developing and piloting functional reviews in order
to streamline its administration, improve
rationality, transparency and accountability in
separate sectors: agriculture, economy, justice. The
methodology of functional review was developed
and piloted in three ministries (Agriculture,
Economy and Justice), which assisted in identifying
each ministry’s mission, strategic objectives and
functions to be retained, devolved, discontinued or
undertaken in light of emerging priorities. The
methodology was based on a logical decision-
making tree, which allowed decisions on what level
of governance functions could be allocated and
what would be the most appropriate structure to
carry out the function. Although the methodology
included assessment of resources that should be re-
allocated or saved with the transfer of structures, it
rarely matched real financial allocation and
management reality. There was a lack of
information available linked to concrete tasks and

functions and budget management was input-
oriented.

In spring 2000, the Ministry of Finance followed
with a review of financial management. The review
was performed in the Ministry of Justice and the
Ministry of Agriculture to help these ministries
bring together structural setting and financial
management issues. The report elicited a number
of valuable recommendations: improvement of
public expenditure management should be based
on linking policy, planning and budgeting.
Ministries do not currently have adequate data for
analysis of efficiency and effectiveness of spending,
few programmes had meaningful performance
indicators to measure the use of resources.
Ministries  planned their activities without
establishing priorities. Therefore, despite a formal
programme budget structure, programmes are
simply either input categories or groups of
institutions. Thus there are few meaningful
performance indicators related to outputs or
outcomes of programmes. Without outcome and
output indicators it becomes impossible to develop
concepts of efficiency and effectiveness of
government  spending.  Budget  planning
emphasizes the incremental approach, in which
things are adjusted at the margins and neglect
medium term priorities. A centralized budget is
also a product of centralized and inflexible budget
control.

Analysis of budget planning, implementation
and control in two ministries revealed that the
reform of public expenditure management will
require a major revision of the programme
budgeting system in all ministries, which will
require a medium term expenditure planning
framework to be put in place and establishment of
sectoral priorities. Referring to the functional
reviews, the public expenditure review recommends
linking functional reviews, expenditure management and
strategic planning. Strategic plans should address
sector objectives, priorities, structures, programmes
and annual plans. The strategic planning exercise
should develop a greater congruence between
proposed structures from the functional reviews,
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the priorities and programmes and the associated
budgets for programmes.

The report concludes that the separation of
functional and expenditure reviews has proven
inefficient for managing the process of change in
the ministries.

Latest developments in Latvian public
administration linked to strengthening policy
coordination function at the center of government
by establishing a department of Strategic Planning
and Policy Coordination at the State Chancellery,
call for additional attention to be paid to the
structures of government. Integrated policy as
viewed from the central government perspective
warrants better understanding of the eftectiveness
of interaction of various structures involved in
policy implementation. The central position helps
to observe and identify inconsistency of allocation
of functions and competencies across the
administration. To ensure effective government
work and consequently effective and efficient public
expenditure management a coherent allocation of
responsibilities is key. An instrument to ensure
intra-ministerial  structural and  functional
coherence is a horizontal functional review within
certain government policies.

With the assistance of the World Bank through
PHRD grant the methodology for fundamental
public administration review is designed to cover
both a ‘vertical’ and ‘horizontal’ review. It will be
‘vertical” in the sense that it will cover the strategic
aims, functions, organization, funding and
performance arrangements of a particular sector
(or particular public policy) in the ministry, its
agencies and any subordinate bodies or offices at a
local level. It will also be ‘horizontal’ in that it will
examine other ministries, agencies and bodies
undertaking activities that are relevant to the
implementation of the policy priorities of the sector
concerned.

Regional development and planning is one of
the emerging priority policies for Latvian
administration due to a number of affecting factors.
European integration  offers  considerable
opportunities for economic and social development
of the country by providing pre-structural funds
and structural funds after accession to the EU.
Strategic planning of regional development,
designing programmes and projects, and building
a proper administrative structure for management
of structural instruments becomes a key issue for
effective and efficient utilization of EU structural
funds and as a result economic and social growth of
the country and its regions.
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Earlier in 2001 cabinet adopted a resolution
providing strengthening the institutional capacity
of the current Secretariat of Minister of Special
Assignment on Cooperation with International
Financial Institutions and extending the current
mandate of the Secretariat to include regional
development and planning. This should result in
establishing a central government institution
responsible for elaborating regional development
policy, coordinating its implementation with the
use of various instruments, including EU structural
assistance instruments.

Currently more than one central institution is
responsible for regional development: Ministry of
Environment and Regional Development, Ministry
of Economy and Secretariat of the Minister for
Special ~ Assignment for Cooperation with
International Financial Agencies (SMSACIFA).
Fragmentation of tasks related to regional
development in Latvian administration leads to
inappropriate spread of personnel resources, which
seriously ~ diminishes efficiency and dilutes
responsibility for design and implementation of
comprehensive policies. The review of the present
and future challenges of regional development
policy should provide the government with a clear
option document for defining strategic objectives,
competencies of the institutions that can effectively
design and implement regional development
policies and required financial resources adequate
to the tasks.

The present administrative territorial division in
Latvia does not ensure effective economic and
social development and cohesion. A big number of
municipalities (552) in a country with a total
population of less than 2.4 million inhabitants does
not ensure the necessary scope for coherent
economic and social development. A system of five
planning regions is emerging, which will be
underpinned in forthcoming legislation.

The fundamental review in this pilot

should focus on

M clarifying the scope of regional policy with
clearly measurable objectives;

M developing institutional frameworks for policy
development, strategic planning and program-
ming;

M reviewing instruments for implementation of
this policy (including funds); and

M designing an institutional structure which meets
implementation and accountability requirements.



Objectives

Technical assistance is sought to achieve the
following objectives:

1.

Undertake a pilot Fundamental Public
Administration Review of  regional
development policy and institutional structures
(functions and programmes) and budgetary
allocations, in order to ensure that strategic
policy goals are achieved in the most effective
and efficient way. The sector must be reviewed
along two major dimensions of regional
development policy in Latvia:

(1) achieving internal cohesion (reduction of
development disparities) among different
territories within the country, and

(2) achieving  convergence (reduction of
development disparities) between Latvia
(one of the smallest European Union
candidate states regarded as a single region
in EU Regional Policy) and the EU.

. Test the methodology for fundamental review,

which builds on functional review methodology
and expenditure review methodology and
modify the former as needed to achieve the
goals of development of a public administration
system capable of effective and efficient
delivering of policies.

Provide recommendations on rationalizing
systems and structures within the sector, with a
view to improving the accountability, effectiveness
and efficiency of public administration.

Tasks

1.

Using the prepared fundamental public
administration review methodology, undertake
a fundamental public administration review of
the regional development sector, focusing on
the following key issues:

M review the existing policy on regional
development, analyze the external and
internal factors shaping future regional
development policy in a country, acceding to
the EU between 2003-2004, and formulate
proposals for medium and if possible long
term policy goals and advise on reallocation
of budget programs to the identified public
bodies in the light of the government’s policy

stance;

M review  the existing institutional
arrangements designed for developing and
implementing the policy on regional
development and  propose  optimal

structures for implementing policy goals and
effectively using the available implementing
instruments, including  Phare, ISPA
assistance;

M based on policy goals, available instruments
and proposed institutional structure, design
output oriented budget programmes (define
the programmes, their structure of the
programmes and expected outputs) within
existing budget constraints and make
projections for medium term budget
requirements for implementation of policy
goals.

In cooperation with the State Chancellery,
SMSACIFA, other institutions (national and
regional) deal with the issues of regional
development, and build on any previous
strategic ~ work  undertaken in  public
administration, draw up and agree a strategic set
of aims and objectives for the sector as a whole
with the relevant parties.

. Examine the policies (both national policies of

regional development presently functioning
and future needs for Latvia’s participation in
processes of EU regional policy), structures and
functions in key ministries within the sector to
determine which are involved in delivering the
sector’s policies and the relevant functions that
are being carried out by these ministries. This
work should build on the functional review
methodology used in Latvia.

. Based on agreed strategic goals and objectives,

assess whether existing functions are correctly
allocated against these strategic aims and
priorities and whether all necessary functions
are performed to a sufficient level to achieve set
aims and priorities. On the basis of this
investigation, draw up a desirable program
structure, identifying missing programs,
unperformed and redundant functions as well
as programs and functions that are duplicated
between ministries. Taking into account the
specificity of regional development sector the
assessment also should focus on issues of clear
allocation of responsibilities, role of the lead
institution, and co-ordination mechanismes.

. Identify resources devoted to existing functions

and map these resources into the new
recommended program structure, determining
areas where resources are wastefully deployed
and the extent of unfounded mandates.

. Consult with the Ministry of Finance, provide

suggestions for performance measures to
monitor the new program structure.
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7. Write a report with recommendations to the
government on the proposed policy framework
on regional development and institutional
structures to deliver policies and budget
programs that are compatible with policy
outcomes. Suggestions on redeployment of
functions and funds across ministerial
boundaries to create a sustainable institutional
system for developing and implementing
policies should be included in the report.

Include proposals for amendments and
improvements in the methodology for
performing a fundamental public

administration review, based on experience
gained during the pilot review.

8. Implementing arrangements

This fundamental review will be conducted by a
team of experts working in a close relation with
the Steering Committee. The team of experts
will include:

B A leading external consultant who should
undertake a planning, oversight, guidance
and assistance role in the project. The
leading external consultant will act as the
overall supervisor of the project and ensure
that international best practice in public
administration reviews is available and
utilized. The principal role of the leading
external consultant will be to provide advice
and guidance to local consultants.

B The external policy advisor should use EU
policies and procedures and experience in
regional development policies in member
states and candidate countries to review
existing policy on regional development in
Latvian  administration  and  make
appropriate policy proposals. Should it be
possible, he/she will advise on reallocation of
budget programs to identified public bodies
in the light of the government’s policy
stance. The advisor should identify the key
strategic objectives for medium term
regional development policy and suggest a
framework for policy implementation based
on the best practice and suited to the Latvian
administrative and political environment.

[l Ateam of local consultants is responsible for
conducting the fundamental review under
supervision and detailed guidance of the
leading external consultant and for
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preparation of the final report. They should
review organizational mandates, carry out a
stakeholders’ analysis, review institutional
functions of bodies currently involved in the
design and implementation of regional
policies and institutional arrangements.
Local consultants should produce outline
institutional ~ arrangements  and a
programme structure. They should also
provide an indication of the main results this
programme structure would deliver. Local
consultants would also produce a provisional
map of existing resources onto the proposed
programme structure.

In order to ensure coordination of multiple
stakeholder interests, this project will be
undertaken by the experts in coordination with a
steering committee, including the major
stakeholders: Secretariat of Public Administration
Reform, Ministry of Finance, State Chancellery,
SMSACIFA, Ministry of Economy and Ministry of
Environment and Regional Development. The
Steering Committee should review and agree the
implementation plan of the fundamental review,
review and comment on the strategic objectives of
regional development policy, review the
preliminary analysis of the situation in the field of
regional development policy, consult experts on
government general priorities and commitments
that impose a restricted framework on the design
of the new institutional structures and their
respective allocations. The Steering Committee
should approve the final report prepared by the
consulting team.

To ensure that the output of the fundamental
review will facilitate the rationalization of the
regional  development sector, high level
commitment from the leading stakeholder -
SMSACIFA should be developed through several
means:  Signing  the  Memorandum  of
Understanding on objectives of the review,
commitment of both parties (SMSACIFA and PAR
Secretariat) to deploy necessary resources for the
successful implementation of the review and
commitment of SMSACIFA to implementing
proposed recommendations.

Draw up a clear timetable for the review itself
and for implementation of the review
recommendations, in consultation with the PAR
Secretariat, the State Chancellery, and SMSACIFA.



Deliverables

1. A ‘Memorandum of Understanding’ between

the parties concerned with the review covering
the aims, conduct, and presentation
arrangements for the review.

. A working paper containing the review of the
existing policy on regional development and
appropriate policy proposals, and identification
of the current medium term budget provision
and comments on the adequacy of this provision
in the light of the government’s policy.

. A statement of strategic goals and objectives for
the sector as a whole.

. Recommendations for eliminating redundant
or overlapping functions of institutions within
the regional development policy sector and
addressing the functional areas neglected until
now within the sector.

. Aprogram structure for the lead institution linking
this proposed structure to existing budgetary
allocations, including the proposed transfer of
funds from institutions with the policy sector.

. A set of suggested performance measures to
monitor program results.

. A final report summarizing work done and
including any recommendations for improving
the accountability, effectiveness and efficiency of
the sector agreed with the stakeholders and
approved by the Steering Committee. The
contents of the report should feature:

B A description of methodology wused,
including the indications where the existing
methodology was amended;

B A statement of strategic goals and objectives
with identified program outputs;

B Analysis of the current situation in the sector,
including  the  objectives  pursued,
institutional arrangements currently in place
and existing funding levels;

M Proposals for a new institutional system
matching the strategic objectives and the
challenges of EU integration, transfer,
change and undertaking of new functions
meeting strategic objectives;

M Proposals for the budget programme
structure linked with strategic objectives and
required outputs;

B Recommendations on the short-term and
medium term action to implement the
required reorganization.

Reporting

On contractual matters consultants will report to
the Deputy Head of Secretariat of Public
Administration Reforms

Ms. Svetlana Proskurovska.

Address; Raina bulvaris 4, LV 1050 Riga, Latvia.
Phone 371 7223109, Fax 371 7223148.

e-mail svetlana.proskurovska@vprb.lv
svetlana.proskurovska@vrm.lv

Mr. Normunds Malna¢s will be the contact person
at the World Bank Latvia Mission.

Phone 7507056,

e-mail nmalnacs@worldbank.org

Consultants’ profile
1) Leading external consultant:

a)

b)

9]

g

2)

At least five years experience in the public sector

Proven record of designing and implementing
management system in public sector institutions

Good knowledge and experience with modern
public expenditure management systems

Good knowledge and experience with governing
principles of public sector management

Record of management of institutional reform
an advantage

Fluent English

Excellent communication and presentation
skills

External policy advisor:

a) At least five years experience in regional

9)

d)

development policy planning

Good knowledge and experience in strategic
planning

Fluent English

Knowledge of Latvian situation in regional
planning will be an advantage

Excellent communication and presentation
skills

Local consultant(s):

Experience in functional reviews in public
administration

Good knowledge of public management issues
(in Latvia)

General understanding of program budgeting
issues

Fluent English
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Schedule and technical details

The project must be implemented within a two
week period, starting on July 2, 2001. The three
copies of the final report in Latvian and English
should be submitted to the PAR Secretariat together
with the approval of the Steering Committee.
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Payment according to contracts signed
individually with the lead consultant, advisor on
regional policy and local consultants, and based on
the submitted invoices and supporting documents
will be made to contractors within one month from
the date of submission of the invoice to the specified
bank accounts, but not later than three months after
the end of the project.



ANNEX 4

Functions of the Directorate
‘““State Administration’ in Bulgaria

THE DIRECTORATE “STATE ADMINISTRATION” — A SPECIALIZED UNIT
IN THE ADMINISTRATION OF THE CABINET IN BULGARIA, APPROVED BY

DECREE #209, ON 25 NOVEMBER, 1999

Art. 101. Department ‘“State Administration”:

1) Develops projects for the implementation of

government strategy for the formation of a
modern administrative system of the Republic
of Bulgaria;

2) Analyses the organizational status of executive
y . . g . .
power administrations, of staff and their
qualifications and of administrative services;

3) Supports the State Administrative Commission
of the Cabinet in the application of the Civil
Service Act and in the development of the
normative order for a state institution;

4) Participates in the development of projects of

normative acts and prepares opinions on the
projects of acts presented by the Cabinet in
connection with the administrative bodies and
their personnel;

5) Maintains an  electronic
administrative bodies;

Register  of

6) Analyses working methods and procedures in
administrations and develops project programs
for their optimization and upgrade;

7) Provides methodology for the implementation
human resources management policy in the
executive power system;

8) Develops project programs for improvement of
the professional qualification of state officials,
analyses and assesses the necessities of
additional human resources in administration,
analyses the pension system and social care or
administration personnel;

9) Develops suggestions for a general system for
payment of administration personnel;

10) Develops programs for administrative co-
operation.
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