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Abstract: This article provides a theoretical and practical analysis of the role of program-based budgeting mechanisms in
ensuring state financial security. The study examines the significance of results-oriented and program-based budgeting
within the public finance management system, its role in managing fiscal risks, ensuring the efficient use of budget funds,
and strengthening control over public expenditures. Additionally, using the case of Uzbekistan, the article analyzes the
legal and regulatory framework for implementing the program-based budgeting system, as well as existing methodological
and institutional challenges. Based on the research findings, scientifically-grounded proposals and recommendations
have been developed to improve the target indicators of budget programs, strengthen their link to strategic development
goals, enhance the monitoring and evaluation system, and expand the transparency of budget information.

Key words: program-based budgeting, results-oriented budgeting, public financial security, budget programs, fiscal risks,
budget transparency, monitoring and evaluation.

INTRODUCTION

In recent years, modernizing the public finance management system, ensuring the efficient use of budget
funds, and strengthening financial security have become global priorities. Particularly in the context of limited
fiscal resources, the need to link government spending with specific socio-economic outcomes has increased
significantly. From this perspective, results-based budgeting and program-based budgeting are considered
crucial institutional mechanisms capable of elevating public financial management to a qualitatively new level.

According to the scientific literature, transitioning from traditional expenditure estimates to the principle
of “final results and efficiency” in the budget process enhances the effectiveness of public policy, increases
budget transparency and accountability, and reduces corruption risks [1]. Many international studies have
demonstrated that a results-oriented approach is an important tool for directing state resources toward priority
objectives, strengthening executive discipline, and ensuring fiscal stability [2]. At the same time, program-based
budgeting improves the clarity of budget information and expands public oversight by organizing government
expenditures through targeted programs [3].

In recent years, within the framework of public finance reforms, Uzbekistan has been implementing
systemic measures to introduce elements of results-based and program-based budgeting. In particular,
planning expenditures based on budget programs, establishing performance indicators for each program, and
strengthening monitoring and evaluation mechanisms are expected to increase the socio-economic return of
public spending [4]. This process is especially important for maintaining macroeconomic stability, controlling the
budget deficit, and reducing the risks associated with inefficient use of public funds.

However, practical experience shows that the introduction of results-oriented and program-based budgeting
is not limited to regulatory and legal changes. This process requires sufficiently developed institutional capacity,
high-quality data, an effective internal audit system, and a modern digital financial management infrastructure.
Otherwise, there is a risk that performance indicators may become purely formal and that budget programs may
not be adequately linked to real socio-economic outcomes.

The purpose of this article is to analyze, both theoretically and practically, the role of results-based and
program budgeting mechanisms in ensuring financial security and to develop scientifically grounded proposals
and recommendations for their improvement based on the experience of Uzbekistan.
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The concept of state financial security encompasses the stability of the national financial system, the
effective management of budget resources, the control of fiscal risks, and the timely fulfillment of the state’s
financial obligations. The scientific novelty of this research is as follows. First, the factors through which program
budgeting mechanisms influence state financial security have been theoretically systematized. Second, the
main methodological and institutional challenges arising in the implementation of the program budgeting
system in Uzbekistan have been identified. Third, scientifically grounded proposals have been developed
for evaluating the effectiveness of budget programs, improving the system of performance indicators, and
enhancing monitoring and reporting mechanisms.

LITERATURE REVIEW

Results-based budgeting is an approach in public financial management that prioritizes achievable
outcomes over the volume of expenditures. In this model, budget funds are linked to specific target indicators,
and the performance of government agencies is evaluated based on the criterion of “what result was achieved”
rather than “how much was spent.”

According to World Bank research, a results-based approach contributes to improving the quality of public
services and strengthening fiscal discipline; however, its effectiveness largely depends on institutional capacity,
data quality, and the development level of monitoring systems [5]. Researchers emphasize that the success of
results-based budgeting is significantly influenced by the proper selection of measurable and policy-relevant
indicators.

Program budgeting, in contrast, involves structuring government expenditures around programs aimed at
achieving strategic objectives rather than organizing them by individual economic expenditure categories. Within
this approach, specific tasks, expected outcomes, and funding limits are defined for each budget program. A
special report by the World Bank notes that program budgeting enables the integration of budget planning with
strategic management and facilitates the concentration of government spending on priority sectors [6].

In recent years, the concepts of results-based budgeting and program-based budgeting have been
widely explored in academic literature. For instance, a thematic review by Gharib et al. analyzed more than
60 scientific articles and concluded that results-based budgeting is primarily associated with increased fiscal
transparency, improved quality of public services, and enhanced efficiency in the use of public resources [9].
At the same time, the authors point out that the formalization of indicators and their weak connection with real
policy decisions represent one of the major systemic challenges.

Empirical studies also confirm the positive impact of these mechanisms. Analyses based on the experiences
of the United States, the United Kingdom, and Australia demonstrate that results-based budgeting strengthens
fiscal discipline, improves operational efficiency, and enhances budget transparency [10]. Meanwhile, some
scholars emphasize that although program-based budgeting plays an important role in achieving financial
objectives, it should not function as an isolated tool but rather as an integral component of the broader public
financial management system [11].

However, some academic literature also presents a critical perspective. Certain researchers argue that the
expected outcomes of program-based budgeting are not always achieved due to organizational challenges, weak
data integration, and insufficient internal control systems [12]. Studies focusing on local-level implementation
also highlight the low quality of indicators and limited information exchange between government agencies as
major obstacles [13].

Other scientific studies directly link program-targeted budgeting with the concept of financial security.
Research based on the experience of Russia demonstrates that planning expenditures through programs
reduces fiscal risks, strengthens parliamentary and public oversight, and contributes to enhancing state
financial security [7].

Similarly, an analysis of the implementation of program-based budgeting in Georgia indicates that when
monitoring and evaluation systems are insufficiently developed, program budgeting mechanisms may become
largely formal in nature [8]. The authors particularly emphasize the importance of developing program-based
budgeting in coordination with internal audit mechanisms and digital public financial management platforms.

In general, the literature review suggests that results-oriented and program-based budgeting influences
financial security through several key channels:

* increasing the targeted orientation of government expenditures;

* enabling the early identification of fiscal risks;

« strengthening budget transparency and accountability;

* reducing the likelihood of corruption and inefficient spending.

These theoretical conclusions will be empirically examined in the following section using the case of
Uzbekistan’s public finance management practices.
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RESEARCH METHODOLOGY

The research employed methods of institutional analysis, comparative analysis, a systematic approach,
and content analysis of regulatory legal acts. In addition, a comparative examination of international experience
and national practice was conducted to evaluate the impact of program-based budgeting mechanisms on state
financial security.

This methodological approach made it possible to identify the institutional characteristics of the program-
based budgeting system and to provide a comprehensive assessment of its influence on the stability of public
finances.

ANALYSIS AND RESULTS

Program-based budgeting mechanisms are also essential for managing fiscal risks in public finance. In
traditional budgeting models, expenditures are often planned according to sectoral or economic classifications,
with insufficient attention given to their final outcomes. This may create fiscal risks such as inefficient allocation
of budget resources, excessive financing of certain programs, or the diversion of funds to non-priority areas.
In contrast, program-based budgeting enables the allocation of state resources in accordance with strategic
priorities by linking budget expenditures to clearly defined goals and objectives. As a result, the efficiency of
budget resource utilization increases, and the financial stability of the state is strengthened.

As part of reforms aimed at modernizing the public finance management system in Uzbekistan, elements
of results-oriented and program-based budgeting are being introduced gradually. This process is currently
being implemented within the framework of comprehensive reforms designed to modernize the public finance
management system. The legal basis for these reforms is established by several regulatory and legal acts,
among which the Budget Code, Presidential Decrees, Resolutions of the Cabinet of Ministers, and national
development strategies play a particularly important role.

First and foremost, the Budget Code of the Republic of Uzbekistan establishes the general legal framework
for the budget process. This document identifies effectiveness, efficiency, and the targeted use of budget
resources as fundamental principles of public finance management. These provisions create a legal foundation
for applying program-based budgeting principles in planning budget expenditures and evaluating their outcomes.

A key regulatory document for implementing program-based budgeting is the Regulation approved by
Resolution No. 4 of the Cabinet of Ministers dated January 4, 2024. This regulation defines the procedures
for the development, monitoring, and evaluation of the effectiveness of budget programs [4]. In practice, this
legal framework standardizes the objectives, tasks, performance indicators, and reporting cycles of budget
programs.

In addition, the priority objectives of the “Uzbekistan — 2030” Strategy reinforce the principles of
effectiveness and accountability in public administration, thereby creating a strategic context for introducing
results-oriented approaches in the budget process [18]. Official information from the Ministry of Economy and
Finance consistently emphasizes the need to expand the application of program-based budgeting [17]. In
practical terms, program-based budgeting involves grouping expenditures by sectoral objectives, defining
specific goals and indicators for each program, and allocating resources to achieve measurable results. The
key advantage of this approach is that it makes the distribution of budget resources transparent and verifiable
through the logical chain of “program — task — indicator”.

In Uzbekistan, the “Open Budget” portal functions as an important institutional instrument for strengthening
transparency and public oversight. As an official digital platform, the portal provides open access to budget
data, participatory budgeting processes, and information regarding the implementation of certain projects [15].
The transparent presentation of the stages of the “Participatory Budget” process—submission, moderation,
promotion, and voting—also contributes to strengthening public accountability [16]. Furthermore, the availability
of information regarding the performance of ministries on the portal represents an additional institutional element
that enhances transparency [19].

At the same time, an analysis of the current regulatory framework indicates that although the legal
foundations for implementing program-based budgeting have been established, its methodological and
institutional mechanisms still require further improvement. In particular, the development of target indicators for
budget programs, strengthening their connection with strategic objectives, creating independent monitoring and
evaluation mechanisms, and orienting reporting systems toward measurable results are essential for improving
the effectiveness of these reforms.

One of the key issues is the insufficient development of the methodology for defining target indicators in
budget programs. Although the regulation specifies the types, descriptions, and projected values of indicators,
clear methodological standards for determining their hierarchy and their influence on policy outcomes remain
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limited. In practice, this often leads to situations in which indicators reflect the volume of completed activities
or the number of services delivered rather than the real socio-economic impact of government expenditures.
Consequently, the core principle of program-based budgeting—Ilinking state resources to measurable
outcomes—is not fully realized.

Another important issue is the weak institutional linkage between budget programs and strategic
development objectives. Although the regulation states that budget programs should be based on national
strategies, sectoral concepts, and sustainable development goals, the causal relationship between strategies,
state programs, and budget programs is not always clearly articulated in practice. In some cases, budget
programs simply reproduce the tasks outlined in strategic documents without clearly demonstrating how these
tasks contribute to specific policy outcomes.

Athird challenge relates to the institutional limitations of the monitoring and evaluation system. According to
the current regulation, the implementation of budget programs is mainly assessed by the internal audit services
of spending units. However, this model may limit the institutional independence of the evaluation process and
sometimes reduce it to a formal reporting procedure. Moreover, the absence of a unified rating or scoring
methodology for evaluating budget programs, as well as the lack of clear mechanisms linking evaluation results
to future budget allocations, weakens the effectiveness of this system.

Another issue concerns reporting and transparency mechanisms, which remain largely focused on
compliance with administrative procedures rather than on evaluating real results. Although the regulation
establishes procedures for preparing quarterly and annual reports on budget programs and publishing them
through the “Open Budget” portal, existing reporting formats primarily emphasize financial execution and the
completion of indicators. As a result, they provide limited insight into the economic efficiency of government
expenditures and the relationship between resources used and results achieved.

These issues indicate that although the organizational and legal foundations for the program-based
budgeting system have been established, its methodological and institutional components still require further
development. In particular, improving the methodology for defining performance indicators, strengthening
the connection between budget programs and strategic objectives, establishing independent monitoring and
evaluation mechanisms, and orienting reporting systems toward measurable outcomes will be crucial for
enhancing the effectiveness of public finance management.

In international practice, program-based and results-oriented budgeting is widely used as an important
institutional instrument of public financial management. In particular, the member countries of the Organisation
for Economic Co-operation and Development (OECD) have developed integrated budgeting systems based
on the logical chain of “resources — activities — results — impact”. Within such systems, budget programs are
viewed not only as expenditure plans but also as management tools for implementing public policy.

For example, in South Korea the program budgeting system is closely integrated with the strategic planning
framework of public administration. Each budget program is directly linked to medium- and long-term national
development strategies, and the system of indicators focuses on measuring policy outcomes. Moreover,
independent evaluation mechanisms are used to assess the effectiveness of budget programs, and the results
of these evaluations directly influence budget allocations in subsequent years.

The experience of Georgia also demonstrates the importance of institutional and methodological
mechanisms in implementing program-based budgeting. In Georgia, the monitoring and evaluation system
for budget programs has been developed gradually, with particular attention given to improving the quality of
indicators and strengthening data systems. At the same time, information on the implementation of budget
programs is publicly disclosed through open information platforms, thereby expanding mechanisms of civic
oversight.

An analysis of international experience shows that the effectiveness of program-based budgeting depends
not only on the existence of a regulatory framework but also on the development of methodological and
institutional mechanisms. In particular, the quality of performance indicators, the existence of independent
monitoring and evaluation institutions, transparency of data, and the linkage between budget decisions and
measurable outcomes are the key factors that determine the effectiveness of this system.

Furthermore, program-based budgeting plays an important role in reducing corruption risks and preventing
inefficient use of public funds. Planning expenditures based on programs and performance indicators strengthens
oversight of government activities. The existence of clearly defined objectives, measurable indicators, and
reporting mechanisms increases the transparency of public financial management and expands the information
base necessary for parliamentary and public oversight. This, in turn, represents an important institutional factor
in ensuring state financial security.

From this perspective, incorporating international experience into the development of the program-based
budgeting system in Uzbekistan is of great importance. In particular, improving the methodology for defining
performance indicators, strengthening the connection between budget programs and strategic development
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documents, introducing independent monitoring and evaluation mechanisms, and expanding the transparency
of budget data will significantly contribute to improving the efficiency of public finance management.

Table 1. The Impact of Program-Based Budgeting Mechanisms on State Financial Security!

No. Progran_l-Based Budgeting Area c_:f Impact on Financial Expected Outcome
Mechanism Security

1 Planning budget expenditures based Dlregtlng state resources to Efficient use of budget funds
on programs priority sectors

2 Introducing a system of target Evaluating the effectiveness of Increasing the efficiency of
indicators state programs public policy

3 Monitoring the implementation of Early identification of fiscal risks S.tre.ng.thenlng budgetary
budget programs discipline

4 Internal audit and evaluation Control over the use of public Reducing inefficient
mechanisms funds expenditures

5 Openness of budget information PUb“(.; and parliamentary Reducing corruption risks

oversight

The information presented in Table 1 indicates that program-based budgeting mechanisms influence state
financial security through several institutional channels. In particular, planning budget expenditures based
on programs facilitates the rational allocation of public resources to priority areas, while a system of target
indicators enables the evaluation of the effectiveness of state programs and the performance of government
institutions.

At the same time, mechanisms for monitoring and evaluating the implementation of budget programs
contribute to the early identification of fiscal risks and strengthen institutional control over the use of public
funds. Furthermore, the openness of budget information enhances transparency and accountability in public
finance management by expanding both public and parliamentary oversight.

CONCLUSION AND SUGGESTIONS

The analysis indicates the need to improve several methodological and institutional aspects of the program-
based budgeting system to ensure its full and effective functioning in practice. In particular, the underdeveloped
methodology for defining target indicators, the formal nature of the link between budget programs and strategic
development goals, the institutional weakness of monitoring and evaluation mechanisms, and a reporting
system primarily focused on administrative compliance are factors that limit the system’s overall effectiveness.

An examination of international experience demonstrates that for a program-based budgeting system
to operate effectively, budget programs must be supported by indicators that accurately reflect public policy
outcomes. Moreover, monitoring and evaluation processes should be implemented through independent
institutional mechanisms, and the results of these evaluations should be integrated into the process of
reallocating budget resources. From this perspective, several proposals can be advanced to further improve
the program-based budgeting system in Uzbekistan.

First, it is advisable to develop a unified methodology for formulating target indicators for budget programs.
Such a methodology should establish a hierarchical structure of indicators—direct outputs, final outcomes, and
impact indicators—define baseline metrics, and standardize calculation methods. This approach would enable
a more accurate assessment of the relationship between government expenditures and the results achieved.

Second, it is necessary to strengthen the institutional linkage between budget programs and strategic
development documents. In this regard, it is recommended to introduce an indicator system that clearly
demonstrates how each budget program contributes to the implementation of national development strategies
and sustainable development goals. This would ensure that public resources are allocated more effectively to
priority areas.

Third, improving the system for evaluating the implementation of budget programs requires the development
of independent monitoring and evaluation mechanisms. In particular, expanding the participation of external
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auditors, research institutions, and civil society organizations in assessing the effectiveness of budget programs
would contribute to enhancing the objectivity and credibility of the evaluation process.

Fourth, the reporting system for budget programs should be reoriented toward performance and results.
It is therefore advisable to introduce reporting indicators that reflect not only the utilization of funds or the
achievement of planned targets but also the efficiency relationship between resources expended and outcomes
achieved.

Fifth, increasing the transparency of budget data and strengthening public oversight are essential for
enhancing the effectiveness of the program-based budgeting system. To achieve this, it is necessary to publish
data on the implementation of budget programs in open data formats, expand opportunities for independent
analysis, and develop mechanisms for public discussion and civic engagement.
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