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Budget Development Department is managing following areas:

Head of Budget Development Department
Ministry of Finance, Estonia

Financial Management Information Systems

Performance Based Budgeting

Integrated Financial Reporting

Budget Regulation

Public Services

Cost Accounting

Training: strategic and financial management

MBA in Social Sciences, University of Tartu

Accrual Budgeting

Public Financial Management developments in Estonia
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Tarmo Meresmaa

Other – member in CSR Estonia

Love sports so much that I organise running events

• Central Government and Public Authorities

• State Owned Enterprises

• Strategic Planning

• Performance Management

• Costing and Analytics

• Visualisation

MBA in Strategic Management and Service Design 

at University of Tartu

15 years at PwC

Competencies

Clients

Senior Manager

• Public Services

• State Budgeting

• Business Process Analysis 

and Automation



Towards a Single 
Government 
Approach

Performance management 

as a part of the state reform 

in force since 2020
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In Budget Speech 1978, Mr Hon Sui Sen explained the 

shift from Line Item Budgeting to Programme Budgeting:

“Major changes have been made to the presentation and format of the 

Budget documents. In the Expenditure Estimates, the financial and 

manpower requirements under each Head of Expenditure are classified 

according to programmes and activities which will be carried out to 

achieve specific objectives. […] As a consequence of these changes, 

Ministries will have greater flexibility to reallocate expenditure within 

each activity to make the best  possible use of the funds to achieve the 

objectives of the programme. Because there will be greater flexibility, 

there will be less delays in changing the nature and content of 

expenditures t meet changed conditions.”
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2020

2013

2004

2006 Start of using

performance information 

in budget documentation

2004 Accrual Accounting

2006

2013 Start to centralise the support services

(SSSC – State Shared Service Centre)

2020 

PERFORMANCE

BUDGETING

2017

2016 Ministry of Education 

started performance budgeting

2017 Accrual Budgeting

2010

2010 The concept of Performance 

Budgeting and trainings

2007

2007 the concept of State 

Financial management

2015
2015 „State Reform“ concept

introduction

2018 Ministry of Social Affairs 

started performance budgeting

2018

2016

PBB Reform Planning and Execution through more than 10 years

Source: Ministry of Finance, E. Lipp
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Why Performance-based Budgeting?

From resource-based to result-based approach

From input-focused management towards output (i.e. 

services delivered) and outcome-focused (i.e. reduce 

the incidence of disease) management

Creating transparency (public authority can make 

clear what services are provided and what true and total

costs are involved)

Integrating strategic objectives and strategy documents 

with state budget to improve (evidence-based) decision 

making, prioritisation and accountability

Delivering public services effectively

Rewarding performance (aligning personal 

performance with strategic objectives set by the 

Government)

Learning and benchmarking (KPI’s) within public 

sector and with private sector
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Characteristics of well-performing management 
system

Use of budget and resources are linked 

with outputs, performance and strategy

Use it or lose it mentality 

not an option

Optimal and balanced number of 

strategic planning documents

Constructivity and data-driven

Conscious measurement 

instead of random

Agreed processes and standards, 

including accountability

Aligned and understandable 

performance management and 

motivation system (top-down and bottom-up)
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Starting point for PBB reform - prerequisites

Financial management Strategic management

Centralised accounting and personnel 
records, unified coding

State Budget Strategy structured by 
performance areas - connection to strategic 
documents (2012) 

Government action plan in line with long-

term strategic objectives

Long-term objectives and sub-goals with 
impact indicators in strategic documents

Single software for accounting and 
reporting

Monthly reporting state budget actuals, 
tax revenue collection

Accrual based budgeting (2017)
Source: Ministry of Finance, E. Lipp
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The state reform activities are aimed to lead to more effective and 
cohesive implementation of state tasks, provision of higher quality 
services, more flexible and less bureaucratic government sector 
organisation and relative decrease of expenditures in the government 
sector.

• Long-term vision for Estonia (Estonia 

2035 + structured strategic planning 

system)

• Targeted and performance based 

budgeting (PBB)

• Knowledge-based decision-making 

(data governance reform)

• New level of e-Estonia

• Life-event based services

• Seamless state (less bureaucracy 

and simplifying procedures, feedback)

• Single Government approach

• Consolidation of implementing state 

institutions

• Organisational inventory (companies, 

foundations, agencies, public legal 

persons)

• Central, efficient, transparent support 

services

• Bigger and more capable local 

governments (LG)

• Increasing the financial autonomy and 

responsibility of LGs

• Common and efficient support services 

for LGs (in cooperation with the state)

Future 

state

Adaptive 

state

My 

state

Local 

state

Source: Ministry of Finance [https://www.fin.ee/en/state-local-governments-spatial-planning/public-administration-and-personnel-policy/state-reform]

https://www.fin.ee/en/state-local-governments-spatial-planning/public-administration-and-personnel-policy/state-reform


Regulation, 
Responsibilities, 
Methodology 
and Documents
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Document hierarchy and levels of approval
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General principles of policy (7)10-15 years Parliament

Performance Area (17)7-10 years Government

Programme (36)4 years Minister

4 years State Budget StrategyGovernment

1 year State BudgetParliament

Performance Reporting, Spending Reviews, 

Evaluation and Impact Analysis
Previous 

year Government, minister

ESTONIA 2035 (1)15 years Government and Parliament

https://valitsus.ee/strateegia-eesti-2035-arengukavad-ja-planeering/arengukavad/poliitika-pohialused
https://www.fin.ee/riigi-rahandus-ja-maksud/riigieelarve-ja-eelarvestrateegia/riigi-eelarvestrateegia
https://www.fin.ee/riigi-rahandus-ja-maksud/riigieelarve-ja-eelarvestrateegia/riigieelarve
https://valitsus.ee/strateegia-eesti-2035-arengukavad-ja-planeering/strateegia
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The “Estonia 2035” strategy sets out five long-term 
strategic goals

• General Part of the Strategy is adopted 

by the Parliament on the Proposal 

of the Government

• The annexes to the Strategy are approved 

by the Government

• “Estonia 2035” is carried out mainly via 

development plans and programmes

Source: Government Office [https://valitsus.ee/en/estonia-2035-development-stategy/strategy/implementation] 

https://valitsus.ee/en/estonia-2035-development-stategy/strategy/implementation
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Roles and responsibilities

Accountable Document Type

Number of 

Documents Comment

Parliament General principles 

of policy

7 These documents shall be approved by the Parliament either on its 

initiative or on the proposal of the Government.

Government Sectoral 

development 

plan

16 (in force)

2 (in progress)

These documents shall be prepared at least for the budget strategy period 

(4 years+) and approved by the Government unless otherwise provided by 

law. The sectoral development plan shall be submitted, prior to approval, to 

the Parliament for deliberation.

Minister Programme and 

programme

activities

36 

(203)

The programme shall be prepared in compliance with the budget strategy 

period (4 years). The programme shall be approved by the minister. If 

several ministries contribute to the achievement of the programme 

objective, the ministers shall approve the whole programme or the 

programme shall be divided into sub-programmes to be approved by the 

ministers.
Source: Government Office [https://www.valitsus.ee/strateegia-eesti-2035-arengukavad-ja-planeering/arengukavad/kehtivad-arengukavad]

https://www.valitsus.ee/strateegia-eesti-2035-arengukavad-ja-planeering/arengukavad/kehtivad-arengukavad
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Methodology

Linked with Sectoral 

Development Plan (16)

Strategic planning level

Public authority level

1. Performance area (17)

2. Programme (36)

3. Measure

4. Programme activity (203)

Activity

Resources

The 

Programme 

Document

Budget and 

Cost Model

What?

How?

Impact

Outcome

Output

Objec-

tives
KPI’s

5. Public service (1162*, 2022)

Source: Ministry of Finance, statistics as of September 2022 for the State Budgeting period 2023-2026



PwC/MoF
PBB in Estonia

16

Hierarchy
5 levels

Performance area

Programme

Measure

Programme 
activity

Service

Measure

Programme 
activity

Service Service

Programme 
activity

Service Service

Programme

Measure

Programme 
activity

Service Service
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State 
Budget Act

§ 19.  Strategic development documents

(1) The strategic development documents include the general principles 

of policy, sectoral development plan, and programme.

(2) The general principles of policy are a development document which determines 

the vision, national objective and priorities for one or several interrelated policy 

areas.

(3) The sectoral development plan is a development document which 

comprehensively determines the general objective and sub-objectives for one or 

several policy areas and the indicators providing an opportunity to measure these, 

and the policy instruments through which it is planned to achieve the established 

objectives.

(5) The programme is a development document which determines the measures, 

indicators, activities and financing scheme targeted at the achievement of a sub-

objective of a performance area.

(6) The strategic development documents shall be mutually consistent.

(7) The constitutional institutions are not required to prepare the strategic 

development documents.
Division 2
Strategic Development Documents

17

https://www.riigiteataja.ee/en/eli/508042019011/consolide
https://www.riigiteataja.ee/en/eli/508042019011/consolide
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State Budget Strategy and Planning Process

The existing State Budget Strategy is updated with 

regard to the coming three years and making plans for 

the fourth year: 2022-2025 -> 2023-2026

It is how medium-term plans are adjusted in the 

constantly changing economic, fiscal and operational 

environment

The first year of the State Budget Strategy (2023-2026) 

is the basis for the compilation of the Draft State Budget 

(2023)

The detailed information of what and when to submit 

to the Ministry of Finance (MoF) is regulated by the 

regulation of the “Procedure for preparation of the State 

Budget Strategy and State Budget draft of the Ministry's 

area of government and transfer of funds from the State 

Budget”

The Government of the Republic approves the Budget 

Strategy and the draft state budget considering that 

these must be submitted to the Riigikogu not later than 

three months (Sep 30) before the beginning of a 

budgetary year. (State Budget Act §34¹)

State Budget Strategy planned on rolling principle: 3 + 1 = 4

In the state budget, the expenditures are classified on 

the basis of performance areas and programme 

activities. (State Budget Act §26 p.5)
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State Strategy Map 2023-2026

3. Wise and active nation

7. Agriculture and fisheries

Social Security Programme

Welfare Programme

Gender Equality Programme

Labor market Programme

Children and Families Programme

Health Options Programme

Health Promoting Environment Programme

People-centered Healthcare Programme

Education and Youth  Programme

Language Programme

Environmental Protection and Use Programme

Research, Development and Innovation Programme

Competitive Business Environment Programme

Construction Programme

Agriculture, Food and Rural Development Programme

Fisheries Programme

Transport Programme

Energy and Mineral Resources Programme

Information Society Programme

Internal Security Programme

1. Welfare

2. Health

4. Estonian language 

and Estonianness

5. Environment

6. Research, development 

and entrepreneurship

8. Transport

9. Energy

10. Information society

13. Internal security

Support Programme of the Government of the Republic and 

the Prime Minister

Public Finance Programme

Administrative Policy Programme

Regional Policy Programme

Financial Policy Programme

Archiving Programme

Reliable and Effective Judicial Area

Foreign Policy and Development Cooperation Programme

Independent Military Defense and Early Warning Programme

Culture Programme

Sports Programme

Integration and Adaption Programme

Communal Estonia Programme

Smart Population Operations

Funding Programme for Political Parties Represented in the 

Parliament of Estonia

11. Effective state

12. The Rule of law

14. Foreign policy

15. Security and defense

16. Culture and sports

17. Population and cohesive 

society

Performance Area Performance Area ProgrammeProgramme

as of September 30, 2022

* Performance Areas and Programmes in responsibility of the Ministry of Research and Education are filled in orange background

Teadmussiirde Programme
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2.3. “Wise and active nation”

Source: Ministry of Finance
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Ministry of Research and Education is responsible 
for 4 performance areas and 5 programmes 

Source: Ministry of Finance

State Budget Strategy 2023-2026 State Budget 2023
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State Budget
Public Web Report

Source: Ministry of Finance, Tableau [https://public.tableau.com/app/profile/miko.tammik/viz/2023_16643627727700/Riigieelarvevisuaal2] 

https://public.tableau.com/app/profile/miko.tammik/viz/2023_16643627727700/Riigieelarvevisuaal2
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(State Budget) Programmes 2023

23

Source: Ministry of Finance [https://www.fin.ee/media/7857/download] 

https://www.fin.ee/media/7857/download
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Statistics
2022-2025 State Budget Strategy

Activity/Performance Based 

Budgeting (PBB)

Unified strategic 

planning levels

17 
performance areas

1,162 services
EUR 13.6 bn

41 
programmes

3,631 metrics

94 performance areas

165 programmes

337 measures

884 activities

1,789 services 

100%
of the concept of 

financial management

3 IT systems 

for state budget planning, 

costing, analytics and 

reporting - “KAIS”

345 
programme activities

11 ministries
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Performance evaluation and impact assessment 
framework

Needs and 

Requirements

Problem statement

Objectives

R
e
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Input (Resources) Activities
Output (Public 

Services)

Performance

Consistency AvailabilityEffectiveness

Short/mid term

outcome

Long term impact
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Customer satisfaction Sustainability
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Challenges and 
Use Cases

26
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Lack of inter-agency cooperation in implementing programme objectives.

27

(Key) challenges
Evaluation in 2021 by PwC

Lack of arrangements and agreements in terms of updating and implementing the 

programme strategy (responsibilities of the stakeholders, expectations, etc.);

There are no agreements on the content of responsibilities (e.g. what is meant by 

programme activity or public service level responsibilities);

Too generic objectives vs. specific and narrow metrics;

Too many of “yes/no” metrics, no agreement on independent and objective 

assessment;

A large number of output indicators that maintain “stability” ‒ where does the change 

in results and impacts come from?;

Low use of the programme as an actual management tool, with a focus on 

the “work plan” ‒ what goals are still served?;

Disagreements between the Organizational Structure and the Strategic Management 

(programme, public service) Structure;
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Domains have not been aligned across the state

PBB view for the Governance
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• developing criterias for local government services

• developing methodology for monitoring the availability of 

public services provided in local governments

• centralizing state support services

• preparing proposals for merging state agencies

• conducting budget revision and spending reviews

• improving the management systems of state agencies

• collecting and publishing statistics related to the

Government main outcomes – tree of truth

• setting the long-term outcomes of the country – Estonia 

2035 and planning new period of foreign funding. 

• compiling overview of the use and preservation of state

assets, incl assessing the sustainability of the provision

of public services

Where else do we use PBB data?

Source: Ministry of Finance, Eneken Lipp
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• Acceptance by politicians
• Integration with agencies management

systems
• Willingness to adapt
• Better use of data
• Renewing roles
• User convenience
• Data volume – BI, controlling
• Data quality, control rules
• Performance reporting as part of the process

PBB challenges

Source: Ministry of Finance, Eneken Lipp



State Budgeting 
and Costing

IT systems and costing

methodology

31
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1,000 €1,000 € 1,000 €

Core and Support 

Processes

32

State Budgeting and Costing Framework

Calculations 

and analytics

DRIVERS and ASSIGNMENT RULES

INPUT

Expenses and 

Investments

OUTPUT

Public Services and 

Customers

Expenses and Investments are assigned to Public Services that caused them
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Optional Costing Model Scheme

Core Activities

(Phase 3)

Support Activities

(Phase 2)

Calculation

(Phase 5)

DRIVERS and ASSIGNMENT RULES

INPUT

Entering Expenses and 

Investments

(Phase 1)

OUTPUT

Public Services and 

Customers

(Phase 4)

Service A

Service B

Service C

Service D

Service E

Service F

Service G

Service H
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Drivers (cost assignment rules) are most important 
to start trusting the results of the calculations

DriverSalaryPositionsPeriod Driver Qty Service

Working time
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Finding the balance between Accuracy and 
Complexity is the key word

Low

Low

High

High

Accuracy

C
o

s
t

Cost of errors

Cost of 

measure

Low

Low

High

High

Complexity

U
s
e

r 

a
c

c
e

p
ta

n
c

e

Too complex 

and 

incomprehen

sible

Too simple 

and cheap

Excessive complexity endangers the implementation of the model

35
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Visual Analytics

Modelling and 
Calculation
SAS Cost and Profitability Management

Manage costs and improve processes

Application that models business processes 

to accurately determine process, service 

and customer costData Preparation 
and Automation
SAS Enterprise Guide

Provide a self-service analytics 

environment that liberates IT

Enable easy – yet secure –

access to numerous data 

sources and automate 

data processing

“KAIS”
SAS Visual Analytics
Interactive dashboards, reports, 
BI and analytics

A single application 
or reporting, data 
exploration 
and analytics

https://www.sas.com/en_us/software/visual-analytics.html
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Common visualisation software solutions

Tableau

Microsoft BI

Click View Click Sense

SAS Visual 

Analytics

R Shiny

SAP Business 

Objects

37
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Changing roles and responsibilities among finance 
function

Business knowledge and skills

Accounting knowledge  and skills

Reactive Proactive

38

Commentator

Data enterer

Value added partner

Diligent guard
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Thank you!
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