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Defense organizations absorb large amounts of public resources. The 
way to improve the eff ectiveness of the management of defense funds implies the 
introduction of a performance-based budgeting approach, which links the funding 
of public sector organizations to the results they deliver. One of the more advanced 
government-wide performance budgeting systems that uses performance information 
systematically in the preparation of the government budget is program budgeting, 
in which expenditures are classifi ed into groups of similar activities or projects (i.e., 
programs) with common outputs and outcomes. A central issue in good program 
budgeting is the appropriate defi nition of programs and other elements of the so-
called program hierarchy. This paper overviews the principles and approaches for 
formulating an eff ective defense program structure, analyzes the existing program 
structure of the Ministry of Defense of Georgia, identifi es its shortcomings, and 
suggests ways to improve it. 
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1. INTRODUCTION

Improving the effi  ciency and 
eff ectiveness of public expenditure 
is a priority for the government of 
any country. The way to achieve 
this is through the introduction of 
performance-based budgeting, which 
links “the funding of public sector 
organizations to the results they 

deliver” (Robinson & Last, 2009, p. 2).
Defense is an important part 

of the public sector, and defense 
budgeting is a specifi c instance of 
public budgeting, which is a specifi c 
instance of public policy. Budgets for 
defense organizations are the means 
by which large amounts of public 
funds are allocated. 
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As Fetterly (2018) noted, 
In today’s ambiguous 

international security environment, 
money is like ammunition – it must 
be targeted to be used eff ectively. 
(p. 4)

The way to provide defense in 
a more effi  cient and eff ective manner 
implies the introduction of managerial 
practices, and the implementation of 
a performance budgeting approach in 
the defense sector is a signifi cant step 
in this direction (Bucur-Marcu et al., 
2009).

There is not just one model of 
performance budgeting, but a range 
of diff erent models, linking funding 
and results, but in diff erent ways. One 
of the more advanced government-
wide performance budgeting systems 
that uses performance information 
systematically in the preparation of 
the government budget is program 
budgeting, in which expenditures 
are classifi ed into groups of similar 
activities or projects (i.e., programs) 
with common outputs and outcomes, 
rather than only by economic 
categories (such as salaries, 
supplies, etc.) and organizational 
categories (e.g., ministry and 
department or agency within the 
ministry) (Robinson, 2011). Such 
a classifi cation provides decision-
makers with the ability to compare 
the costs and benefi ts of alternative 
expenditure options.

Having a signifi cant defense 
budget does not guarantee security. 

The main question is how effi  ciently 
and eff ectively the funds are allocated 
for defense. 

As Harrison (2014) noted, 
In defense […] the way 

 money is spent often matters as 
much as the total amount of money 
available. History is replete with 
examples of wealthier nations being 
defeated by more modestly resourced 
adversaries. (p.41)

The existence of a clear 
linkage between resource allocation 
and desired/produced outputs and 
outcomes is very important for 
defense decision-makers in order 
to provide them with the ability to 
compare the costs and benefi ts of 
alternative spending options and 
choose the most eff ective ones.

A central issue in good 
program budgeting is the appropriate 
defi nition of programs and other 
elements of the so-called program 
hierarchy (the hierarchical structure 
of program elements that prevails 
in any given country). Defi ning 
programs is the foundation of 
programming, and the fundamental 
principle in defi ning programs is 
that, to serve their intended purpose, 
they should be results-based, to the 
maximum possible extent (Robinson, 
2013).

2. CONCEPTS
Historically, governments 

have used so-called incremental 
“line-item” budgeting that was 
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constructed under organizational 
entities. Each organization’s 
budgets were determined only by 
input components (e.g., wages and 
salaries, materials and supplies, 
weapons systems, buildings, etc.), 
and decisions to increase or decrease 
the fi nancing of items were made 
depending on the level of infl ation, 
the expected rate of economic growth 
or specifi c policy decisions aff ecting 
the role and responsibilities of the 
organization (Asian Development 
Bank, 2017).

Since the mid-20th century, 
governments, especially in the 
United States, have made eff orts 
to implement program budgeting, 
largely in response to the need 
for greater transparency about the 
purposes for which funds were 
allocated so that resource allocation 
decisions can be made with an 
increased level of information related 
to the resources required to achieve 
specifi c results/outputs (Asian 
Development Bank, 2017).

According to Robinson (2013), 
A program can be defi ned as 

a group of diff erent types of output 
and/or transfer payments that have a 
common intended outcome together, 
possibly, with other common 
characteristics such as a single 
target group. (p. 14) 

PMBOK (2013) proposes 
another defi nition of a program, as 

A group of related projects, 
subprograms and program activities 

managed in a coordinated way to 
obtain benefi ts not available from 
managing them individually. (p. 9)

In the case of the defense 
ministry, the program structure is 
a tool for strategic fi nancial and 
resource management at the top 
level. Programs tie defense policy 
and strategy to budgets through the 
purposefully planned allocation of 
available resources over a midterm 
(usually four- to six-year) period. 
Collectively, resource inputs produce 
defense (military) capabilities 
(outputs) necessary to achieve 
national defense policy objectives 
(outcomes). Defense programs 
should describe the force in terms 
that can be quantifi ed by cost (inputs)
and capabilities (outputs) and enable 
defense leaders to manage both cost 
and performance. Every defense 
capability (combat, combat support, 
or general administrative function) 
can be considered as a program and, 
a function of the resources allocated 
to the program, can be considered as 
an actual capability (Taliaferro et al., 
2017). 

Taliaferro et al. (2017) defi nes 
defense program as 

The combination of assets, 
activities, and services along with 
the fi nancial inputs they require to 
produce a capability. (p. 14) 

Defense program has a 
hierarchical structure and includes 
programs, subprograms, program 
elements and projects/activities. 
Military units (brigades, aircraft 
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squadrons, aircraft carriers, etc.), 
munitions depots or factories and 
central headquarters or offi  ces can 
be seen as examples of specifi c 
programs (program elements).   

For a better understanding of the 
defi nition of the so-called “results-
based” program that was mentioned 
above, the fundamental concepts of 
the results chain (so-called “logical 
framework”) should be applied. 
This framework shows us the sense 
of the results chain: inputs are used 
in performing activities in order to 
produce outputs and thereby achieve 
or contribute to the achievement of 
outcomes (Robinson, 2011). Figure 1 
defi nes these concepts in relation to 

the defense sector.
Note. Examples of outcomes are 
given on the basis of Georgia’s 
National Security and Defense policy 
documents.

Robinson (2011) suggests 
limited exceptions to the principle of 
outcome/output based programs, and 
these exceptions are driven by purely 
pragmatic considerations which 
have nothing to do with the basic 
objectives of program budgeting. 
An example of the exception to the 
principle of outcome/output based 
programs is the use of support 
programs (administration programs, 
corporate services programs, etc.). 
Such programs group together a 
ministry’s internal support services, 
and corporate overheads, such 
as human resource management, 
internal fi nancial management, 
centralized procurement, top 
ministry-wide management, etc. 
Support programs are not results-
based programs and, therefore, they 
are not groups of outputs with a 
common outcome. Support programs 
are services provided to internal 
clients within the ministry and they 
contribute indirectly to achieving 
the outputs and outcomes of several 
or all of the other results-based (so-
called “main“) programs (Robinson, 
2013).

It should be noted that there is 
no perfect defense program structure, 
but typically, it is organized in 

Fig. 1 Key Elements in the Results 
Chain
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several ways: by military service 
and/or major defense organizations; 
types of forces (or capabilities); 
functional areas; major mission 
areas, or a hybrid structure composed 
of elements of diff erent approaches. 
Defi ning the program structure is a 
design choice of the defense ministry 
and the best one must be consistent 
with the goals of the institution, 
should take into account the existing 
culture, limitations and abilities 
(Taliaferro et al., 2017).

Defense programs and 
programming processes have some 
specifi c features. One of them 
is (as was mentioned above) the 
predominant understanding that the 
main product, or “output”, of a defense 
structure is the military capability 
it possesses to implement assigned 
missions (Bucur-Marcu et al., 2009) 
in support of the achievement of the 
national defense (military) objectives 
(outcomes) specifi ed in the National 
Defense (Military) policy/strategy 
documents.

Military capability is the 
ultimate yardstick of national power 
(Tellis et al., 2000). The defi nition of 
„capability” diff ers from country to 
country. 

Australian defense planners 
defi ne capability as 

The capacity or ability to 
achieve an operational eff ect. An 
operational eff ect may be defi ned or 
described in terms of the nature of 
the eff ect and of how, when, where 
and for how long it is produced. 
(Australian Government, 2014, p.2) 

The defi nition of capability 
given by the Canadian Ministry of 
National Defense is 

A particular ability that 
contributes to the production of a 
desired eff ect in a given environment 
within a specifi ed time and the 
sustainment of the eff ect for a design 
period. (Rempel, 2010, p. 1) 

The NATO Glossary of Terms 
and Defi nitions (edition 2019) 
describes capability as follows: 

The ability to create an eff ect 
through employment of an integrated 
set of aspects categorized as doctrine, 
organization, training, materiel, 
leadership development, personnel, 
facilities, and interoperability. (NSO, 
2019, p. 23)

The United States Joint Chiefs 
of Staff  defi nes capability as 

The ability to complete a task 
or execute a course of action under 
specifi ed conditions and level of 
performance. (Joint Chiefs of Staff , 
2015, p. GL-7)

To be an output (a product), 
“capability“ must be complete. The 
United States Joint Military Staff , 
like NATO, recognizes capability as 
a function of multiple components. 
Capability is produced by the 
integration of these components 
within a defense sector force 
element. Figure 2 is the United 
States’ description of the components 
of capability, known as DOTMLPF, 
where the “t” implies “that capability 
exists at a point in time, which is 
determined by the epoch that defense 
planners are considering” (Taliaferro 
et al., 2019, p. 7).
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As we can see, “capability” is 
more than just equipment. It implies 
the combination of people, training, 
and equipment, across the entire 
DOTMLPF spectrum. According 
to the Pentagon (2019), “equipment 
without properly trained people 
to operate and maintain it is not a 
capability” (p. 6).  

Tellis et al. (2000) note, that 
A country may provide its 

military with generous budgets and 
large cadres of manpower, but if the 
military’s doctrine is misguided, the 
training ineff ective, the leadership 
is unschooled or the organization 
inappropriate, military capability 
will suff er. (p. 134)

Taliaferro et al. (2019) argue, 
that

Note. TOE = table of organization and equipment. Source: Taliaferro et al., 2019
Fig. 2 Capability as a Function of Its Components

Ultimately, force elements 
embody capability. If a given force 
element has a proper balance of 
capability components, it will be 
capable. If not, there will be a 
degradation of capability. Capability 
components must be able to be 
independently analyzed, described, 
and managed, and defense planners 
must understand how they integrate 
to produce capability within force 
elements. (p.10)

The defi nition of the 
composition of military capability 
given in How Defense Works (2020) 
is as follows: 

Military Capability is made 
up of force elements which are 
generated and combined by the 
Military Commands to enable the 
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conduct of an operation or task. The 
Military Commands generate the 
force elements at the required level 
of readiness to deploy when needed. 
(p.21)

Based on an analysis of the 
above defi nitions and descriptions, a 
more concrete and tangible defi nition 
of a capability as the main output of 
a defense program can be formulated 
as follows: The main output of 
a defense program is Military 
Capability as a comprehensive force 
structure consisting of its constituent 
force elements/capabilities (combat, 
combat support, combat service 
support, training, management, 
command and control) with an 
integrated set of aspects categorized 
as doctrine, organization, training, 
materiel, leadership development, 
personnel, and facilities, and with an 
appropriate readiness level assessed 
at a concrete time.

3. PROGRAM STRUCTURE OF 
THE MINISTRY OF DEFENSE 
(MOD) OF GEORGIA AND ITS 

MAJOR DEFICIENCIES
After the Budget Code of 

Georgia was adopted in 2009, to 
ensure a transparent and eff ective 
allocation of resources to the state 
entities, the Government of Georgia 
initiated the development of the state 
budget project in a program format. 
According to the Budget Code, 
annual appropriations in the program 
budgeting format are allocated by 

priorities and programs/subprograms 
and the Program Budget covers 
information on programs and 
subprograms, their expected 
outcomes, outputs and performance 
indicators, along with information on 
capital projects (Budget Code, 2009, 
Article 9).     

The Georgian government’s 
priority, to provide a transparent 
and eff ective distribution of the state 
budget, represents the main guidelines 
for the resource management policy 
in all governmental organizations 
and in the MOD as well. 

Since the preparation of the 
program budget started in 2012, the 
program structure of the Ministry of 
Defense has undergone signifi cant 
changes and currently consists of 10 
programs shown in Table 1 (State 
Budget for 2021).

Table 1 Defense Programs
Code Name of program
 29 01 Defense Management

 29 02 Professional Military 
Education

 29 03 Health & Social Care

 29 04 
Management, Control, 
Communication and 
Computer Systems

 29 05 Infrastructure 
Development

 29 06 International 
Peacekeeping Missions
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 29 07 
Scientifi c Research and 
Development of Military 
Industry

 29 08 Development of Defense 
Capabilities 

 29 09 Logistics

 29 10 
Increasing Capability of 
Georgian Armed Forces 
(SG)
Total GEL

Source: https://www.mof.ge/5355

The existing program structure 
of the MOD makes it diffi  cult to 
understand the main output, namely 
types and structure of forces with 
integrated capability components, 
generated with the defense budget. 

None of the defense programs 
provide information on the main 
output or “product” of a defense 
program - complete military 
capability. Although there are two 
programs where the capabilities are 
mentioned (2908 and 2910, see Table 
2), judging by their descriptions, 
purposes, expected outcomes, and 
the budget allocated for the programs 
(only “increase in non-fi nancial 
assets”) (State Budget for 2021), 
it can be assumed that they consist 
of capital acquisition projects and 
therefore do not “produce” complete 
capability but only provide one or two 
components of capability (materiel/
equipment and possibly facilities).

Program 

Actual Performance (by year), in thousand Gel 2021 
Plan, in 

thousand 
Gel

Forecast, in thousand Gel 

2015 2016 2017 2018 2019 2020 for 2022 for 2023 for 2024

29 08 - 
Development 

of Defense 
Capabilities

124,550.4 110,837.3 56,884.2 110,000.0 55,000.0 60,000.0 70,000.0

29 10 - 
Increasing 

Capability of 
Georgian Armed 

Forces (SG) 

21,709.9 82,377.8 99,079.5 22,881.1 8,232.6 24,374.8 50,000.0 0,00 0,00 0,00

Table 2 Capability Programs
Source: https://www.mof.ge/5355
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It should also be noted that 
in today’s resource-constrained 
environment, non-material (non-
fi nancial) solutions regarding 
development or enhancement of 
capabilities are not uncommon and 
almost always more acceptable to 
decision-makers, so funding for the 
mentioned programs will be very 
volatile, not excluding a complete 
cut in funding or closing the program 
due to the completion of the projects. 
Based on this, it is more reasonable 
to have force (or force capability) 
programs/subprograms (e.g., land 
forces, air defense forces, reserve 
forces, etc.) that will include all 
relevant program costs and the 
corresponding projects that make up 
programs 2908 and 2910, all the more, 
as discussed above, the capability 
can be considered as a function of 
multiple components (DOTMLPF), 
as an ability produced by integration 
of these components within a 
defense sector force element. The 
above-mentioned issue of volatility 
is relevant to the “International 
Peacekeeping Missions” program 
(2906) as well.

It is crucial for eff ective 
program budgeting that the structure 
of the defense program provides 
data for assessing the effi  ciency and 
eff ectiveness of military spending, 
the amount of resources used in 
relation to the results (outputs) 
obtained. Do defense budgets 
provide decision-makers (politicians, 

legislators, and policymakers) 
with the ability to compare the 
costs and benefi ts of alternative 
spending options (diff erent types and 
structures of forces)? Which options 
are more eff ective: larger Land 
Forces or Air Defense and Aviation 
or Special Forces? Perhaps replacing 
active forces with reserves is the best 
solution? 

The program structure of the 
MOD provides information on inputs 
(assets, activities, fi nance), internal 
support services (infrastructure, 
logistics, R&D, communication, 
etc.) but not on the main product/
output of defense – capabilities,
embodied in the force elements. It 
contains features of so-called “input 
budgets”, since it does not relate 
inputs to specifi c main outputs (e.g. 
air defense, land forces capabilities, 
etc.) (Hartley, 2011). Thus, it would 
be diffi  cult for the defense leaders, 
the government and the legislature 
to identify from the existing defense 
program structure: 

What kind and how much 
defense, [namely, the types and 
capabilities of the forces, they] are 
trying to buy with [the defense] 
budget. (Taliaferro et al., 2017, p. 9)

The existence of a clear 
linkage between detailed resource 
allocation and detailed desired/
produced outputs (capabilities) is 
most important for defense decision-
makers in order to provide them 
with the ability to compare the costs 
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and benefi ts of alternative spending 
options and choose the most eff ective 
ones, all the more, there is: 

A distinction between the 
budget available to the Defense 
Ministry … [,] the budget released 
to Parliament [and its published 
version, which] does not reveal all 
the information available to the 
Defense Ministry and the basis for 
the choices which are refl ected in the 
published version. (Hartley, 2011, 
p. 12) 

In fact, all programs presented 
in the program structure of the 
Georgian Ministry of Defense are 
support programs.

4. PROPOSALS FOR THE 
DEVELOPMENT OF AN 

UPDATED DEFENSE 
PROGRAM STRUCTURE FOR 

THE MOD OF GEORGIA
The structural units of the 

MOD, depending on their functions, 
are integrated into the Civil Offi  ce of 
the Ministry or the Defense Forces of 
Georgia. As the Law of Georgia on 
the Defense of Georgia (1997) states,

The competence of the Ministry, 
the powers of the Minister, the number 
of his/her deputies and their powers, 
as well as the structural units of the 
Ministry and their core competence 
[are] determined by the regulations 
of the Ministry, […] approved by the 
Government of Georgia. (Article 7)

The Minister approves 
regulations that determine structure 
and powers of the Civil Offi  ce of the 

Ministry and of the structural units 
within Georgian Defense Forces 
(GDF).

According to the Law of 
Georgia on the Defense of Georgia 
(1997), the GDF consists of four 
types (military service branches): 
Land Forces, Air Forces, National 
Guard, and Special Operations 
Forces. The GDF includes the 
following structural units: General 
Staff , Eastern Defense Command, 
Western Defense Command, 
Aviation and Air Defense Command, 
Special Operations Forces, Training 
and Military Education Command, 
Force Logistic Support Command, 
National Guard, Military Police 
Department, and Military Intelligence 
Department.

The environment in which the 
GDF operates requires one main 
output - mission-ready forces with a 
full range of operational capabilities.
The GDF and the Georgian Ministry 
of Defense as a whole are only 
successful insofar as they produce 
such forces.

From the management theory 
perspective, the GDF can be viewed 
as an open organizational system 
with three distinct components: 
the production subsystem, the 
combat subsystem, and the 
integrating subsystem. Each of these 
components includes tasks that 
need to be performed, operates in a 
given environment, and requires and 
acquires resources.
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The primary task, accomplished 
by the production subsystem, 
is to convert raw materials into 
intermediate goods required by the 
combat subsystem.

The main task of the 
combat subsystem is to transform 
intermediate products received 
from the production subsystem into 
mission-ready forces of units and 
organizations.

The integrating subsystem 
connects all the subordinate 
subsystems of the GDF as a whole. 

Fig. 3 Sample Major Force Program Structure for the MOD

Its tasks are to decide what needs to 
be produced or accomplished by the 
entire system, and to make sure that 
the system performs as expected. It 
also acts as a source of funds for the 

subsystems, obtaining them from the 
Ministry of Defense, Government, 
and Parliament. (1) 

As with any part of the public 
sector, defense budgets should be 
prepared in line with the sectoral 
strategy, namely the national 
security and defense strategy. This 
includes identifying the needs and 
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key objectives of the security sector 
as a whole, as well as the specifi c 
objectives/tasks to be assigned 
to defense forces (Omitoogun & 
Hutchful, 2006). The outcomes of the 
defense program should be clearly 
linked to the defense objectives or 
tasks articulated in the strategic level 
documents.

Strategic Defense Review 
(SDR) for 2021-2025 identifi es 
deterrence and defense, as key 
national defense objectives, which 
translates into three major MOD 
tasks: ensuring deterrence and 
defense; supporting civil agencies 
to handle various emergencies; and 
contributing to strengthening regional 
and international security. It would be 
logical to have a Major Force Program 
in the Defense program structure and 
defi ne its objectives and outcomes 
based on the abovementioned national 
defense objectives and major MOD 
tasks and then identify as subprograms 
the force elements/outputs (combat, 
combat support, combat service 
support, training, management, 
command and control force elements) 
which will enable the GDF to carry 
out their assigned missions in support 
of the national defense objectives/
tasks (outcomes) (see Figure 3).

Defense program output - 
Military Capability - can be viewed as 
the sum of the capabilities provided 
by the Defense Forces components. 

Anagboso & Spence (2009) 
note, that: 

The Armed Forces require a 
range of capabilities, from those 
that are essential for fi ghting wars to 

those needed for peace support and 
humanitarian operations. (p. 49)

In order to do the right things 
(or to achieve eff ectiveness), defense 
policy-makers and decision-makers 
have to choose and develop the right 
mix of subprogram (intermediate) 
outputs to produce the fi nal output 
of the defense program maximizing 
their preference value for outcomes, 
while subprogram managers have 
to do things right when responsible 
for producing outputs effi  ciently 
(Hanson, 2019).

Structural units not included 
in the GDF can be combined as 
subprograms into the Major Support 
Program, as shown in Figure 4. The 
program will include the development 
of overarching and internal policies 
and strategies; ensuring international 
cooperation in the fi eld of defense; 
accountability, internal audit and 
control; providing eff ective risk-
management and delivering the 
necessary assurance to the Minister; 
providing specialized support services 
to the defense organizations such 
as education, analysis, commercial, 
communications, digital, resources, 
fi nance, legal, project delivery and 
security, healthcare and medical 
capability, infrastructure, and etc.

5. PROGRAM ACCOUNTING 
AND COSTING

For the successful implementa-
tion of program budgeting, it is 
necessary that the programs be 
integrated into an accounting system 
that is compatible with the programs 
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and makes it possible to track and 
control budget execution from a 
programmatic point of view.

Accounting by program requires 
qualifi ed accounting personnel who 
can determine the program for which 
the expenditure is to be recorded in 
the accounts.

Costs are classifi ed in a number 
of ways and there are two major and 
very diff erent aspects to this issue, 
relating to direct and indirect costs, 
respectively. 

Direct costs can be easily 
identifi ed within a specifi c program/
subprogram or program element and 
are, in principle, the “easy” part of 
the program costing, and all that has 
to be done is to record them against 
the correct program or subprogram. 

Indirect costs (overheads) are 
costs that cannot be easily identifi ed 

with a concrete program/subprogram 
or program element; thus their 
allocation is less straightforward.  
Allocating indirect costs is a 
management accounting task that, 
although widely used in the private 
sector, is usually not part of the 
government’s accounting toolbox. It 
includes the defi nition and application 
of “cost drivers” to allocate costs. 
A cost driver is a formula or 
principle that is used to determine 
the proportions in which overhead 
costs are shared between two or 
more programs (or subprograms) to 
which they contribute. Allocating 
indirect costs in a fairly accurate way 
is a complex business that requires 
not only additional highly qualifi ed 
accountants, but also more complex 
IT systems (Robinson, 2011).

Fig. 4 Sample Major Support Program Structure for the MOD
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An important issue for every 
organization, as well as for the 
Ministry of Defense, is the defi nition 
of cost centers, “the smallest 
grouping in the organization for 
which costs are collected separately 
and usually have a manager (or 
supervisor) responsible for the 
budget and performance” (Cleary, 
2006, p. 183). Defense forces, for 
example, may view departments, 
commands, brigades, and battalions 
as cost centers, which will also have 
their own cost centers in the form of 
structural units.

     Eff ective management of the 
budgeting and associated processes 
is impossible without the use of 
computerized fi nancial management 
information systems (FMIS), 
the most basic type of which are 
computerized accounting systems. 
Availability of program-friendly 
FMISs is the key issue for successful 
implementation of program 
budgeting in the MOD. Also, one 
of the most important challenges for 
the ministry is the introduction of an 
eff ective management accounting 
system to provide program managers 
with timely, accurate, meaningful 
and insightful information without 
which the eff ective decision-making 
process is impossible.

It should also be noted that 
defi ciencies in accounting were 
mentioned in the reports on recent 
inspections of the Ministry of 
Defense conducted by the State 
Audit Offi  ce of Georgia.(2)

6. CONCLUSIONS
The introduction of performance- 

based budgeting is a way to improve 
the effi  ciency and eff ectiveness of 
public spending, which is a top priority 
for any government in any country. 
Defense is an important part of the 
public sector, and its organizations 
consume large amounts of public 
resources. Improving the effi  ciency 
and eff ectiveness of managing 
defense funds and ensuring a 
successful defense budgeting process 
implies introducing a performance-
based budgeting approach in the 
defense sector. 

The paper examines the 
features of the application in the 
defense sector of one of the forms 
of performance-based budgeting - 
program budgeting, and provides a 
brief overview of the principles and 
approaches for formulating eff ective 
results-based defense budget 
programs. It examines and analyzes 
the defense program structure 
currently in place in the Ministry 
of Defense of Georgia, identifi es its 
shortcomings, and suggests a sample 
of an updated defense program 
structure. 

Although there is no perfect 
defense program structure and 
defi ning it is a design choice of the 
defense ministries, I suggest that 
the defense program structure must 
necessarily include Force (or Force 
Capabilities) programs, which bring 
together all combat, combat support, 
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combat service support, training, 
management, command and control 
force elements (capabilities) and 
provide a clear linkage between 
resources allocated and desired 
outputs (force elements with 
integrated capability components) 
in support of the outcomes, namely 
national defense (military) objectives 
specifi ed in the National Defense 
(Military) policy/strategy documents. 

An important issue for 
the Ministry of Defense is 
the development of eff ective 
computerized fi nancial management 
information systems (FMIS), 
including computerized accounting 
systems, as a key precondition for 
the successful implementation of 
program budgeting. 

One of the challenges for the 
ministry is to implement an eff ective 
management accounting system to 
provide program managers with 
timely, accurate, meaningful and 
insightful information, without 
which an eff ective decision-making 
process is impossible.

The introduction of the 
proposed program structure and the 
identifi cation of program elements 
(e.g., departments, commands, 
brigades, and battalions) as cost 
centers will facilitate the use of 
various statistical tools to measure 
the defense program’s eff ectiveness 
and effi  ciency and develop proposals 
for its improvement.

Finally, it should be noted that, 
based on lessons from international 
experience, the will of senior 
resource managers – the Minister 
of Defense, Deputy Ministers, the 
Chief of Defense Forces, and Deputy 
Chiefs - and their commitment to 
program budgeting principles are 
critical to the eff ective application 
of the program budgeting approach 
(Bucur-Marcu, 2009).

ENDNOTES 

[1] Adopted from “How the Army 
Runs 2019-2020: A Senior Leader 
Reference Handbook.” https://
publications.armywarcollege.edu/
pubs/3736.pdf.

[2] the relevant reports are available in 
Georgian at https://sao.ge
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