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At the present stage of economic development, Ukrainian public sector is faced with
multiple new and complex challenges. In order to implement strategic reforms in the
public financial management, the public authorities were given the opportunity to use
external sources of finance for the implementation of relevant innovative projects and
programs. Accordingly, Ukraine assumes certain international obligations towards the
organizational and institutional aspects, as well as transparent and effective targeted
use of financial resources. This study examined the main issues of projects and programs at each stage of the project cycle management. The main purpose of this paper
is to find possibly the best basic areas for further cooperation between Ukraine and
the EU on the implementation of project management in the context of the need to
modernize the budget management system.
Methodological and theoretical basis of the research consists of the works of foreign
and national scholars that allowed realizing conceptual integrity of the study. Methods
of generalization and comparison allowed to adduce the existing projects of modernization of public financial management financed by international organizations. The
authors have defined the possible forms of financing of government innovative projects and programs in Ukraine. For this purpose, methods of analysis and synthesis
were used.
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As a result, it is recommended to follow the directions of further cooperation between
Ukraine and the EU on the development of project management along with performance-based budgeting.

Keywords

Ukraine-EU cooperation, innovative projects and
programs, public financial management, modernization,
funding mechanisms, project management

JEL Classification

F36, Н61, О22, О19

INTRODUCTION
Ukraine’s public financial management system has a number of problems and drawbacks at the present stage of development. Among them,
there should be noted: inefficient public debt management system, low
efficiency of the public internal financial control system, imperfect
system of medium-term budget planning, orientation of budget expenditures primarily for consumption. Under conditions of increased
cooperation with the European Union (hereinafter – EU), these drawbacks create barriers to economic growth due to imbalance of govern-
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ment budget, financial and material resources loss, weak possibility of creating conditions for investment and innovation. To a large extent, the listed problems are a consequence of insufficient effectiveness of forms and methods of management activities in the budget process.
Over the past ten years, the country implemented a large number of innovative projects that were financed by international organizations aimed at modernizing public financial management system, including budget management. However, implementation of these projects and programs is carried out
on the basis of the functional approach and the traditional bureaucracy. It requires the search for new
methods and tools for the implementation of progressive changes. In this aspect, project management
is a very tangible heritage, which has emerged in the practice of the private sector, and which, as international experience shows, can be successfully used in the budget management system. Since the tools
and techniques of project management contribute to achieving these goals within a specific timeframe
and under the optimal use of resources on a limited budget. Therefore, strengthening of cooperation
between Ukraine and the EU countries that have already achieved significant results in the implementation of project management in the field of public finance in this context is a relevant scientific and
practical issue.

1. LITERATURE REVIEW
The fundamental points of project management
theories were studied and substantiated by prominent foreign scientists, among which are: Gantt
H. (1923), Kelley James E. Jr. and Walker M. R.
(1989). Henry Gantt is famous for his use of the
Gantt chart as a project management tool. Kelley
and Walker developed the two pioneering techniques for project planning and monitoring commonly called the Critical Path Method (CPM) and
Project Evaluation Review Technique.
The need and the specific direction of change in
budget management in Ukraine on account of
European integration, the peculiarities of project management in public administration are covered in the works of such national scientists as
F. O. Yaroshenko (2010), S. D. Bushuyev (2011),
V. D. Makogon (2016), T. G. Zatonatska (2011), O. A.
Shymanska (2011), I. V. Edgarova (2012), V. A. Rach
(2010) et al. Innovative development of the public
financial system assumes first of all the use of progressive methods of budget management, the authors of the monograph “Reforming budget system
of Ukraine on the innovative basis” are sure, since
the level of social and economic development of individual regions and the entire state depends on the
effectiveness of budget policy implementation (2010,
p. 139). V. D. Makogon (2016, p. 204) rightly pointed that “the budget expenditures must be focused
on creating conditions for the development and
modernization of economy, efficiency of govern-

ment, implementation of the strategic objectives of
economic growth in the country, which will enable
to increase the level and quality of life”. There is no
doubt about the great practical importance of analyzing the project management methods implemented
in the European Union countries, USA, Canada and
Russia (T. G. Zatonatska, O. A. Shymanska, 2011,
p. 116). On the basis of comparative analysis of the
program-target method and program-project management, they defined that application of programproject management in the sphere of public finance
ensures budgetary discipline, efficient allocation of
budgetary resources, the efficient use of budgetary
resources at the expense of constant monitoring of
project (program) indicators, helps to develop the
public-private partnership.
At the same time, a study in Denmark showed that
by 2020, 10 billion Euros of budget funds can be
saved on account of the introduction of new technologies, new knowledge and innovative processes in the state budget management system (The
Danish Governments Productivity Commission,
2013). Moreover, the savings in government
spending could reach 20-60% solely due to the
introduction of innovative projects in the public
sector (Gillison, Horne, Baeck, 2010). In addition,
the EU review of the 2014 Annual Growth Survey
indicates that the development of the innovative
program “Electronic Government” will facilitate
improvement in the efficiency of budget spending and may reduce them by 15-20% (European
Commission, 2014).
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However, despite the fact that the need to use project management techniques in public financial
management system was stated in those papers,
specific measures for the implementation of this
instrument are not well-studied.

As international experience demonstrates, in difficult times of crisis, public sector reform becomes an essential basis for restoration of economic growth. State and local budgets are indeed
strong tools in regulation of social and economic
processes.

2. THE OBJECTIVE
OF THE ARTICLE

The Association Agreement with the EU again puts
forward a number of demands to Ukraine for further changes in budget and tax legislation. First of
Given that the European Union considerably in- all we are talking about the deepening of cooperacreases financial support for innovative projects tion in management of public finance, which lies
and programs aimed at modernization of the pub- in changes of the medium-term budget planning
lic finance system, the objective of the article is to and forecasting, perfecting the program-oriented
analyze the positive results and discover problems approach to budget process and the effectiveness
in organization of project management system in of implementation of budget programs, the system
the public finance sector of Ukraine, as well as de- of internal financial control and external audit,
fine the priority areas of cooperation between the prevention of fraud and corruption in the public
sector (Bochi, 2015).
EU and Ukraine in this context.

3. THE CURRENT STATE
OF PUBLIC FINANCIAL
MANAGEMENT IN UKRAINE
Since 2014, relations between the EU and Ukraine
started to be based on qualitatively new directions, that is, economic integration and political
association. The starting point of the development
of these areas was signing and ratification of the
Association Agreement between Ukraine and the
EU. Therefore, development of the main directions of Ukraine’s budget policy will further take
place considering the statements of cooperation
with the International Monetary Fund program
and other international financial institutions.

Thus, the reform of public finance management
system is an essential condition for further cooperation between Ukraine and the European
Commission, acting on behalf of the European
Union.
A number of activities are done in Ukraine in this
regard namely:
•

the Sustainable Development Strategy
“Ukraine – 2020” has been approved, which
presupposes implementation of 62 reforms
and state development programs within the
vectors of development, security, responsibility and pride;

•

the state regional development strategy for
the period up to 2020 has been approved,
which is designed in accordance with
European standards, for a period synchronized with the plan and budget cycles of
the EU;

It is well known that the global financial crisis of
2008-2009 has become the impetus for further development and reform of the public sector. In particular, many countries have implemented fiscal
and tax reforms, which had a positive fiscal effect.
But it should be noted that further reform of the •
fiscal regulation remains important, especially on
the issue of fiscal decentralization and fiscal consolidation. Reforming the public finance, as well as
local self-government and territorial power organization in Ukraine is continuing; the preconditions •
for the extension of their powers and the strengthening of financial autonomy have been made.
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the development strategy of public finance
management system and a specific plan
of action for its implementation has been
approved;
the program “Reboot system of public finance of Ukraine on the basis of innovation”
has been developed and implemented;
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•

a draft Law of Ukraine “On State Strategic
Planning” has been prepared;

•

the Budget and Tax Codes are being constantly improved;

•

a standard for management of innovative development based on P2M system of
knowledge was introduced, which is based
on the value approach in projects and programs implementation, and which is the
basis of the conceptual model of innovation
development of public finances;

•

a system of medium-term forecasting at
the national level and the level of the main
managers of budgetary funds and local budgets, as well as the constant work carried
out to study the possibility of full use of the
mechanism of the medium-term budget
forecasting has been partially introduced;

•

•

program-target method at the level of state
and local budgets has been implemented,
as well as a constant improvement of the
regulatory and methodological support for
the preparation and implementation of state
and local budgets on the basis of programtarget method is taking place;
an advisory body of Reform Project Office
(through the financial support of the EBRD)
has been made, which will become a permanent project management centre.

However, under conditions when there still exists a
corruption component, bureaucratic management,
complications of organizational and financial procedures, such innovations result in additional barriers in the system of budget management, namely
the difficulties in the work and coordination of actions of participants of the budget process. At the
same time, transition to the innovative nature of
the budget management system reform is an urgent requirement of modern times. Therefore, it
is important at the stage of public sector reform,
including public financial management, to employ
new tools and methods for its implementation
to ensure the goals and objectives of the reform.
Project management serves as a tool that performs
the necessary changes.

The modernization of the public financial management system of the EU member countries was
carried out in accordance with the New Public
Management model, based on applying the best
management practices in the private sector to
manage budget resources and relations. Therefore,
every innovation, every reform that is implemented in these countries, was embodied in the form
of innovative projects and programs with specific
measurable goals and clearly distributed tasks, control points, and performance evaluation criteria.
Taking into account the above mentioned, under
conditions of transformation and globalization of
the world economy, the need to improve the public
finance management system in Ukraine based on
the best European practices in the form of innovative projects and programs is quite obvious.

4. EXISTING INNOVATIVE
PROJECTS AND PROGRAMS
IN UKRAINE
The need for innovation in the form of projects and
programs is due to the uniqueness and originality
of innovation, especially in the public sector, and
intensifies the lack of time and limited financial
resources. Today, Ukraine has already started the
process of implementing a number of innovative
projects and programs aimed at improving public
financial management, including budget management (Table 1).
At the same time, the experience of advanced
countries shows that mainly project management,
in contrast to the linear-functional one, is an integral component of effective implementation of
projects and programs.

5. FUNDING MECHANISMS
OF INNOVATIVE PROJECTS
AND PROGRAMS
The choice of the funding mechanism, namely the
corresponding funding systems is an equally important aspect of implementation of innovative
projects and programs in the public sector. The
most common ones in Ukraine are:
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Table 1. Exis�ng innova�ve projects and public ﬁnancial management moderniza�on program in Ukraine
The name of the
project (program)

Total cost

Execution
period

Decentralization Offering
Better Results and
Efficiency (DOBRE)

50 000 000,00 USD

08.06.2016 –
07.06.2021

The US Government
through the US Agency
for International
Development

The Ministry of Regional
Development, Construction,
Housing and Communal
Services of Ukraine

Municipal Finance
Strengthening Initiative
(MEPI-II) implementation

4 700 000 USD

01.10.2011 –
31.12.2017

The US Government
through the US Agency
for International
Development

The Ministry of Finance of
Ukraine

The Ministry of Finance of
Ukraine

Donor

The recipient/
beneficiary

The development
of administrative
opportunities in the field
of public finance

3 000 000 EUR

01.11.2011 –
31.12.2017

The German Government
through the Federal
Ministry for Economic
Cooperation and
Development of
Germany (BMZ)

Harmonization of public
procurement systems in
Ukraine with EU standards

3 998 400 EUR

05.11.2013 –
04.11.2017

European Union

Ministry of Economic
Development and Trade of
Ukraine

46 625 844 SEK

12.11.2013 –
31.12.2018

Government of
the Kingdom of
Sweden through the
Swedish International
Development Agency

The Ministry of Finance of
Ukraine

9 277 003 SEK

01.05.2013 –
30.04.2017

Government of
the Kingdom of
Sweden through the
Swedish International
Development Agency

The Ministry of Regional
Development, Construction,
Housing and Communal
Services of Ukraine

Gender budgeting in
Ukraine

Support to
decentralization in
Ukraine

Source: compiled on the basis of List of international technical assistance projects (2017).

1.

Central and Eastern Europe, the Middle East
The state target programs implemented
and Latin America (Forrester, 2011).
through budgetary programs. State target program is a set of interrelated tasks and activities
In Ukraine, such innovative projects and proaimed at solving the most essential issues of
grams in the public sector are implemented
the state development, individual sectors of
with the support of the Ministry of Finance of
the economy or administrative and territorial
units (Law of Ukraine, 2004). They are impleUkraine, research institutes and other government structures.
mented using funds from the State Budget of
Ukraine and agreed on terms of execution,
the performers’ composition, resource pro- 3. International and national grants. It is important to note that the funding of projects and
vision. Financing of innovative projects and
programs at the expense of the state budget
programs through a grant system promotes
partnerships between universities, governpractically does not take place in Ukraine; the
ment and the private sector.
budget has a pronounced social orientation.

2. Loans from international financial organiza- 4. International Technical Assistance (hereinafter – ITA). ITA – resources and services, in
tions within the limits of the approved projaccordance with the international treaties
ects and programs. These loans are offered to
of Ukraine, which are provided by donors
provide a strong organizational and economic
on costless and irrevocable basis in order to
platform for the further development of private investment through the simplification of
support Ukraine (Resolution of CMU, 2002).
It should be noted that in the countries of
bureaucratic procedures, fighting corruption,
“new Europe”, ITA plays a significant role in
increasing transparency of the budget process
the revenue part of budget. So, in 2013, revand the tax. This is evidenced by the experience of the implementation of such projects in
enues from the ITA projects in Estonia local
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budgets amounted to 28% of the revenue, and tools leads to significant problems at all stages of
in Poland – 19.5% of the national budget rev- the implementation of projects and programs.
enues (Analysis of the resources of internaThe project cycle management methodology adtional technical assistance, 2015).
opted by the European Commission in 1992 is
5. Co-financing (co-financing of projects and used in the public sphere for project manageprograms at the expense of budget and loans ment (Manual Project Cycle Management, 2005).
from international financial institutions and/ According to this methodology, project manageor getting grants). One of the requirements ment processes form the project cycle, which conof the majority of the international technical sists of six stages: programming, identification,
assistance programs is co-financing projects formulation, financing, implementation, evaluation and audit.
with the participation of local budgets.
It should be noted that with the introduction of the European Neighborhood and
Partnership Instrument in Ukraine, financing
of innovative projects and programs is carried
out in the form of sector budget support, that
is, funds provided by the European Union are
an integral part of Ukraine’s budget and are
used in accordance with its internal procedures of public finances management (Public
Finance Modernization Project, 2012).

Therefore, the analysis of the issues occurring
while projects and programs implementation in
Ukraine will be carried out in accordance with
each of the stages (Table 2).

The major problems at the planning stage are lack
of national and regional strategic development
guidelines, as well as lack of high-quality and clear
strategic planning at the level of the main budgetary funds managers. However, it’s important
to take into account that the innovative projects
and programs of reforming public finance system
6. PROBLEMS OF SUCCESSFUL and budgetary management, in particular, did not
directly address specific problems of socio-ecoIMPLEMENTATION OF
nomic development of the country and its regions,
PUBLIC PROJECTS AND
but are implemented in order to optimize performance of public authorities functions and indiPROGRAMS IN UKRAINE
rectly improve the efficiency of providing public
Experience in preparation and implementation of services to the population, as well as improving
projects, for which there were involved credits in- the business climate.
ternational financial organizations, shows the following. The main disadvantages of projects imple- Obscure mechanism of projects and programs idenmentation in Ukraine are still a significant time tification stage lack formalized selection criteria that
lag of their implementation from the planned ones determine the ability of the political elite to lobby on
due to long preparation stage, as well as draw- their own interests for the implementation of varibacks in the management system and in control- ous projects. Precise project selection mechanism
ling their implementation. In addition, planning is a prerequisite for effective project management,
and reporting on public procurement were carried eliminates the “human factor” in determining the
out with deviations from the established processes order of priority for private companies (Larson,
and procedures, and the tendering with consider- Gray, 2011). Since implementation of public projects
and programs aimed at improving the effectiveness
able delays.
of budget management under conditions of high
Mechanisms based on the introduction of meth- level of corruption in Ukraine is not beneficial for
ods and project management standards, programs many members of the political elite and requires
and portfolios of projects are already partially considerable budgetary resources and costs, then,
employed in some regions to solve the issues of the number of interested parties here will be much
low efficiency in state programs implementation, higher. Arranged project selection mechanism will
however, fragmentary use of project management contribute to receiving from a wide range of stake-
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Table 2. Challenges in implementa�on of public projects and programs in Ukraine challenges
Project cycle
management stages

Challenges

Programming

A poor link between strategic management and implemented projects and programs, as well
as ensuring consistency between the priorities of Ukraine’s development strategy and ITA
involvement programs.

Identification

The absence of formalized criteria for selection of projects and programs for realization, as well as
lack of preliminary assessment of the quality of project management, coordination and financial
transactions.

Formulation

Lack of proper risk management system.

Financing

Underfunding and untimely budgetary funds receipt for the implementation of projects and
programs. Reducing the amount and extension of state target programs. Project and programs
selection mechanism for funding are absent.

Introduction

Low institutional capacity of the state machine to develop strategic programs to coordinate donors,
quickly register the ITA projects and programs, to provide the ITA.
The low level of transparency and accountability in the process of implementation of programs
and projects.
The opacity of decision-making, lack of mutual responsibility.
The lack of assessment of the project progress indicators.
The vast majority of public authorities and local governments do not have the knowledge and
experience in the development and project management.

Evaluation and audit

The absence of a mechanism for monitoring and evaluation of projects and programs. Limited
access to information on the status of cooperation with individual donor countries, the EU, the
UN and others. Lack of experience accumulation system and application of the best management
practice projects. The absence of projects statistical accounting system, which makes it impossible
to analyze the share of completed projects.

Source: compiled by the authors on the basis of data (Devine, 2012; Report of the Accounting Chamber of Ukraine, 2012, 2013, 2014; Sushko, 2012).

holders throughout Ukraine additional comments, ties and the public. At present, with limited funds
observations, recommendations for projects and instead of a thoroughly considered selection of
programs for financing, a decrease in funding for
dialogue between them.
programs after they are approved takes place. This
It is known that the project management tool was negatively affects both the performance of the proborrowed from private sector, where a successful grams and the state of budget implementation.
implementation of the project depends on the efficient risks operation. Unfortunately, public sec- The effective implementation of projects and protor projects proper risk management system is not grams at the national and regional levels is also
available. And in that case, if risk and assumptions constrained by a lack of awareness of heads of
concerning the project are defined, the measures various levels and local communities on the use of
to minimize or neutralize them do not exist. The project management principles and mechanisms.
absence of risk management and project con- In the past few years, the situation in the sphere
straints at its formulation stage will cause further of specialists training in project management in
problems in complying with the timing of projects Ukraine has started to change. “Project management” is entered in the list of specialties, where
and programs.
training specialists with higher education is conThe main problem in the next stage is projects fi- ducted (8.18010013), and the national Ukrainian
nancing issue, which is one of the key project man- qualifier (Classification of Occupations) made
agement systems in Ukraine. Currently, selection the following professions: projects and programs
of programs for funding is an extremely acute issue. managers (1238), professionals in the field of
In fact, currently no such selection is performed. project and program management (2447), reThe current selection mechanism is opaque, both search staff (projects and programs) (2447.1),
for the main managers of funds and for the depu- professional in project and program manage-
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ment (2447.2). Moreover, the opportunity to ob- •
tain a second higher education in the specialty
“European Projects Management in 2014–2020
from Financial Perspective” has been provided.
Monitoring and evaluation of the efficiency of projects and programs implementation in Ukraine are
not practically conducted. In this regard, the organizational problems encountered in projects and
programs implementation are repeated from year
to year. In addition, due to limited public access
to information on the status of cooperation with
individual states donors, the EU, the UN, the population, as the main consumers of the results of
such projects and programs, are almost deprived
of the opportunity to participate in the evaluation
of their effectiveness.
Therefore, financial institutions put forward a
number of requirements for further cooperation. In particular, the Swedish International
Development Agency insists on the need to improve project management in Ukraine, especially
in the context of the projects and programs implementation aimed at modernization of public
financial management, despite the high degree
of uncertainty and dependence of projects and
reform programs on political situation (Devine,
Bartholomew, Dzhygyr, 2012).

managing for results (a need for development a system of projects implementing results of the analysis and their correspondence with the planned strategic
directions).

7. PRIORITY AREAS
OF COOPERATION BETWEEN
UKRAINE AND THE EU
Having identified the most relevant issues in the
field of project and program management, it is
reasonable to identify priority areas for further cooperation between Ukraine and the EU on the development of project management in the context
of the need to modernize public financial management system (Figure 1).
According to Figure 1, we consider that for the successful implementation of project management in
the public financial management system, a presence of the following components is obligatory:
1)

project-oriented organizational structure, which
is a Project Management Office (project offices
in the regions) and a Project Review Committee,
as well as the integration of project management
model in program-oriented model of budgetary
planning. It is reasonable to do as an independent project (organizational cooperation);

Thus, the current issues related to the improvement of project management systems and programs, has increased after Ukraine’s joining to
the Paris Declaration on Aid Effectiveness (presi- 2) ensuring a functional component of project
dential decree of April 19, 2007, No. 325). The
management, that is, organization of all project
following external assistance management princycle management process by forming respecciples are at the heart of international obligations
tive competences in civil servants (social cooper(Sushko, 2012):
ation) and the availability of appropriate performance standards (methodological cooperation);
• recipient country responsibility (Ukraine
should have a national development docu3) support of project management implementament with clear strategic priorities);
tion by means of software tools (technological
cooperation).
• proper public finance management (a necesTo ensure the highest efficiency of project implesity to bring the system of public procurementation, project management introduction
ment and public financial management in
should take place simultaneously at national and
accordance with widely accepted internalocal levels and to provide the creation of partnertional standards);
ships between the government, international or• alignment of aid priorities with the priori- ganizations, business, civil society organizations
and other stakeholders.
ties of national development of Ukraine;
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Implementa�on of integrated informa�on system
of ﬁnancial management support for project and
program management processes

Technological

1. Projects launch the "Implementa�on of project
management in program budge�ng"
2. Establishment of project oﬃces, as well as the
Project Commi�ee in the budget management
system
3. Valida�ng Project Management through pilot
projects

Organiza�onal

Priority areas of coopera�on between Ukraine
and the EU in the ﬁeld of project management

Methodological
1. Development of guidelines for the
implementa�on of project management
2. Adapta�on of interna�onal or development
of na�onal innova�ve projects and programs
management standard

Social
1. Coopera�on in the project "Twinning" to support
the ins�tu�onal capacity development of innova�ve
projects and program management through the
exchange of civil servants from EU Member States
2. Carrying out round tables, forums and training
sessions on best prac�ces in the area of project and
program management
3. Opening of access to the best prac�ces of project
management

Figure 1. Priority areas of coopera�on between Ukraine and the EU on implementa�on of project
management in program-targeted budge�ng

CONCLUSION
In recent years, Ukraine and the EU cooperation reached a qualitatively new level: instead of a simple
technical assistance, the EU strongly supports and funds the institutional reform in Ukraine in the form
of projects and programs. Ukraine’s limited budgetary resources actualize the need to attract alternative funding sources for public finance management reforms, including budget management. Donors
and lenders put forward their demands for further cooperation with Ukraine. One such requirement is
project and program management organization using the best project management practices. Therefore,
the introduction of project management in program-targeted budgeting, in our opinion, will be the
catalyst for progressive reforms in budget management system, as well as the formation of an integrated
public financial management system. This is important in the aspect of further foreign investment development in Ukraine by increasing the budget process and tax transparency, simplifying bureaucratic
procedures and combating corruption. Implementation of project management in program-targeted
budgeting is advisable to implement as an independent project with selected stages, which is a further
research prospect.
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