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Abstract. The quality of the public sector activity may have crucial influence on the social economic status of the
state. In order to make public sector efficient, stimulate its contribution into the social economic development of the
state, it is rational to apply a management tool which has been tested and proven in business practice — the strategic
planning possibilities of realising whose principles are higher if the method of functional review is applied. In order
to create a model of effective functional review, it is first of all expedient to fulfil these objectives: to reveal the role of
functional review of institutions, to analyse its principles, to show what kind of functional review practice we have
in state institutions, to define the directions and preconditions for improving functional review of institutions. This
article presents the results of fulfilling such objectives which were received with the help of systematic analysis that
allowed to perform a synthesis of the results achieved through research of different spectrum.
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1. Introduction

Generally, the following three main functions of a
state can be distinguished: addressing economic is-
sues, social issues and other functions. At a lower
level all these functions are specified in more detail.
For example, the social area covers education, health
and social care, welfare, recreation and culture. In or-
der to foster development of policy-making in the
economic, the mentioned social and other areas,
different public sector institutions have been estab-
lished to work jointly on the implementation of this

goal. The institutions must constantly endeavour to
get people use the products of their work and ensure
public opinion which binds organisations that allo-
cate financial resources to provide resources neces-
sary for implementation of their further work.

Within the context of the on-going processes (lib-
eralisation of markets, competition that exceeds the
boundaries of the farthest countries, social and eco-
nomic differentiation of the world, change of informa-
tion technologies, etc.) more active reforms are char-
acteristic of public sector as well as new requirements
keep being imposed on the institutions in this sector.
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Institutions must base their activity on the market
principles, which functions as a regulator of the de-
velopment of activities. It is obvious that the market
does not have so much influence on the activity of
institutions as much as on the business entities: the
activity of institutions is less dependent on the mar-
ket, respectively the market determines the expenses of
the activities of institutions as well as the efficiency of
their activity on a smaller scale. Besides, the extent of
applying this principle in the activity of institutions is
determined by political factors — institutions that op-
erate in the areas popular from political point of view
sometimes are supported and financed well indepen-
dently of the efficiency of their work. Basic transfer of
market economy relations into the activity of institu-
tions means that the principle of the market as the
regulator of development of the activity is treated as
grounding the activities of institutions on the aspect
of the perspectives of its development.

In order to implement the latter principle in the pub-
lic sector it is advisable to review the functions of
institutions. Functional review is oriented towards
justifying the necessity of functions of institutions
from the point of view of creating the preconditions
for implementing the priorities of state develop-
ment. Besides, such an analysis allows justifying the
adequacy of the activities of institutions within the
context of constantly changing requirements of their
environment.

The context of applying the method of functional re-
view in public sector is poor not only from the point
of view of the completeness of the list of the princi-
ples of such an analysis (special literature provides
single principles of functional review). Scientific
works and works written by practitioners do not give
answers to the main questions: which components of
the model of functional review of institutions are the
most important ones, what content should the mod-
el components bear, besides, what should be the in-
terrelation of the main components, which methods
are purposeful to be applied in order to achieve the
main objectives of functional review, etc.? Undoubt-
edly, reasonable answer to these questions would al-
low to apply function review as a tool of effective
management, or more precisely, strategic planning of
the public sector.

In order to create a model of effective functional re-
view which would allow to identify all factors deter-
mining the necessity of the functions performed by
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institutions and their adequacy to the requirements
of the environment, to make a comprehensive evalu-
ation of the necessity and adequacy of the functions
according to defined factors, to use the results of such
analysis purposefully, it is first of all expedient to fulfil
these objectives: to reveal the role of functional review
of institutions, to analyse its principles, to show what
kind of functional review practice we have in state in-
stitutions, to define the directions and preconditions
for improving functional review of institutions. This
article presents the results of fulfilling such objectives
which were received with the help of systematic anal-
ysis that allowed to perform a synthesis of the results
achieved through research of different spectrum.

2. The purpose and essence of the functional
review of public sector

Development of public sector had never been an easy
task and during the last two decades it has become
especially complicated. Political and social reforms,
social and demographic changes, public opinion,
limited resources of the country, initiatives of inter-
national organisations, technological and technical
progress, determined increase in reforms in public ad-
ministration (Butkevicius, Bivainis 2009). The abun-
dance of reforms in public administration shows that
increasing the effectiveness of the public sector is an
especially important and relevant issue in the activ-
ity of the governments of countries. Most, if not all,
reforms were undertaken in order to improve admin-
istration of public sector, increase the effectiveness
of managing financial resources (Afonso ez. /. 2009;
Backanaité 2006 a, b; Borge ez al. 2007; Butkevicius,
Bivainis 2009; Funkcijy analizés... 2010; Lonti and
Woods 2008; Pedraja-Chaparro ez al. 2005; Raipa
2008, 2009).

Undoubtedly, the society needed, needs and will
need such institutions that prepare, pass and imple-
ment efficient decisions on management of the coun-
trys social and political development, institutions
that provide qualitative public services and alongside
rationally use the budgetary funds. In order to solve
the complicated problem of the quality of the prod-
ucts created by the public sector and therewith re-
lated expenses, it is prerequisite to intensively apply
the management tool that has been tested in business
practice and has proven positive — strategic planning
(Bivainis, Tuncikiené 2009, 2011). Possibilities of
applying the main strategic planning principles are
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much bigger if we apply the functional review meth-
od when institutions prepare and make the most
important decisions on their activities (Tunéikiené,

Skackauskiené 2012).

In order to increase the effectiveness, performance
and capacity of institutions to overcome the arising
challenges, it is suggested to apply one of the tools
of restructuring public administration — functional
analysis which in practice is called functional review.
Functional review is one of the measures used to de-
crease the size and expenses of public sector manage-
ment, increase the transparency, effectiveness and per-
formance of the institutions accountable to the Gov-
ernment (Lietuvos Respublikos Vyriausybé...2011).
Therefore, in general sense, functional review in pub-
lic sector is a tool whose application allows to reason-
ably determine the status of the efhiciency of public
sector institutions (in a broad sense) as well as fore-
see the potential of increasing the efficiency of their
work. Implementation of the decision on public sec-
tor activities based on the results of functional review
creates preconditions for using material resources of
the public as efficiently as possible and at the same
time meeting its needs, thereby trying to make the
public sector of the country more competitive.

In special literature the goals of functional review are
defined on both more general and more specific lev-
els. Analysis of the goals of functional review, the ob-
jectives of their implementation allow one to specify
the purpose and essence of such a management tool
in the activity of the public sector. According to Lu-
kashenko (2009) the goals of functional review are
like general guidelines according to which it is not
difficult to determine what the goal of functional re-
view is in essence, the objectives of functional review

specify how those goals will be achieved.

The goal of the functional review is to prepare the
tools necessary for ensuring the development of pub-
lic sector, i.e. to enable the institutions foresee the
methods of improving the activity of public sector in
order to implement the state development goals and
priorities (Medvedev 2002; Petrov 2002b; Manning,
Parison 2004 and others). Very often improvement
of the activity of public sector is understood through
the prism of decreasing expenses. Functional review
is not limited to decreasing the expenses of public
sector by differentiating it according to the role and
functions of institutions, it is oriented towards bal-
ancing the public administration system or a certain

political area (Funkcijy analizés...2010).

In order to ensure a more democratic management
of a state, a more efficient distribution and use of the
funds allocated for that, the trust of the citizens in
their state and similar issues, functional review helps
to purify the competence, functions, subordination
and accountability of institutions, define how public
institutions and state enterprises participate in state
governance. Thus, functional review allows eliminate
excess functions, neutralise or at least decrease du-
plication of functions among institutions and state
governance levels, provides a possibility to choose the
best alternative in order to achieve the goals of public
policy. In summary, functional review allows to form
the whole set of rationally composed executive institu-
tions in order to create as favourable conditions for so-
cial economic development of the country as possible.

Besides, the goal of functional review is to create
preconditions for increasing the efficiency of pub-
lic institutions. It should be noted that higher effi-
ciency may be reached in different ways (Funkcijy
analizés...2010). Here functional review is treated as
a tool for self-examination application of which al-
lows improve operation processes in an institution
and thus increase the efficiency of their operation.
Functional review helps to foresee the need for im-
provement of organising the activity of institutions.
It allows to apply new methods of operation as analy-
sis of the functions of institutions includes analysing
advanced management methods and best practice.
Functional review helps the management of institu-
tions better understand their environment, public
service users, strive to reach the consensus among the
interest groups regarding the planned changes in the
activity of the institution. It enables ensuring the va-
lidity of the need of appropriations for implementing
the programmes of the institution.

Generally, the list of goals of functional review pre-
sented in the works of authors analysing functional
review is based on a systematic approach. For exam-
ple, Petrov (2002a) presents a set consisting of the
goal of functional review and the objectives of its
implementation. According to the author, functional
review is oriented towards creating as efficient condi-
tions for performing public sector functions as pos-
sible; therefore, the objectives of this analysis are to
be related to defining the need for certain functions
of institutions as well as using the possibilities of in-
creasing the efficiency of implementing the necessary
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functions. The goal of functional review is to cre-
ate preconditions for preparing and making reason-
able decisions on improvement of the activity of the
public sector, foresee the direction of the activity of
institutions, determine how to change their organi-

Table 1. The goals and objectives of functional review

sational management structure, develop human and
other resources of institutions in order to modernise
public sector and at the same time ensure provision
of qualitative public services to the society (Zabolot-
nic 2007).

Authors

Medvedev (2002)

Petrov (2002a)

Manning, Parison (2004)

Zabolotnic (2007)

To create preconditions
for preparing the
measures for efficient

To create preconditions
for efficient

To create preconditions for
determining the ways of
improving the activity of
the public sector in order

To create preconditions for
making reasonable decisions
on improvement of the

reorganising institutions,
for rational distributions
and usage of the
resources necessary for
performing the functions
of institutions.

institutions, justify

the necessity of new
functions, determine the
possibilities of organising
rational implementation
of functions.

the costs of activities;
possibilities of modifying
the activity; possibilities of
improving organisation of
the activity).

Goal |implementation of implementing of the . activity of the public sector
. . to implement the goals . ..
the most important most necessary functions ) in order to ensure provision
. . . of the reforms of public . . .
functions of the public | of the public sector. L of qualitative public services
administration as well as the .
sector. . .. | to the society.
state development priorities.
To foresee the To eliminate the .
. . . To determine the
rational entirety of unnecessary functions s . .
. . possibilities of increasing
the functions of the of the public sector, to . . .
. . . o the economy, efficiency and | To determine the expedience
public sector, determine | eliminate duplicating . - L .
A s effectiveness of the activity | of the activities of the public
the possibilities for activities among . L
. L . of the public sector (e.g. sector institutions, the
.. restructuring and institutions and within A . o ..
Objectives possibilities of reducing possibilities of organising

the management of the
activity of institutions and
development of resources.

Source: compiled by the authors

Summarising the results of analysing the goal of
functional review as well as the objectives of imple-
menting it, we may state that functional review is
more oriented towards creating the conditions for
preparing and making the decisions that determine
qualitative changes in public sector activities basing
them on the results of analysing the expedience of
the activities of institutions as well as rationality and
efficiency of their management (Table 1).

3. Principles of functional review of public
institutions

Functional review must not only help reveal what in-
stitutions do but also answer such main questions:
what is and what is not valuable in their work, what
the activity of institutions should be like and what
should be avoided in their activity?

Most foreign governments confront such questions
when modernising public sector, however, in differ-
ent countries, depending on national context and

14

traditions, different decisions are made. Reorganising
institutions the following issues are dealt with:

e should institutions have a lot of goals or only one
goal (specialisation)?

e how should different functions, levels and sectors
be coordinated (coordination)?

e which functions should be centralised/decentral-
ised and how much (centralisation/decentralisation)?
e what is the optimal size of an organisation (size)?

When conducting a functional review it is rational
to consider the general model of the public adminis-
tration system and follow the principles of improv-
ing the system of the executive power of the state
as defined in the Concept for the Improvement of
the Framework of the Executive System of the state
(Funkcijy analizés...2010; Lietuvos Respublikos
Vyriausybe...2009):

e separation of policy making and its implementa-
tion;

e rationality and expedience;

e more effective use of state budgetary funds;
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® transparency;

e reducing the administrative burden;

e operational independence;

e deconcentration, decentralisation and subsidiarity.
Considering the mentioned principles, guidelines for
functional review were proposed. These guidelines
mostly define the requirements for the content of func-

tional review of institutions rather than its process.

These are:

e the principle of separation of policy making and
its implementation — the state institutions which are
policy makers in the areas assigned to their ministers
should not be the ones to implement the policy. State
institutions which implement state policy may;

e the principle of the proper implementation place
of the function — functions must to assigned to those
administrative sectors of the ministries/institutions
subordinate to the ministries where they would be
implemented in the most efhicient way;

e the principle of the optimal scope of functions —
the scope of functions should be optimal: perform-
ing of a functions should create a concrete product,
the department/institution responsible for perform-
ing of the function should be capable to create the
product without a significant contribution of other
departments/institutions;

o the principle of expedience of performing the
functions and optimal distribution — the functions
performed must be necessary for implementing the
goals and objectives of the institution, the functions
performed by different institutions can't overlap/du-
plicate each other;

e the principle of consistency and conformity to
the requirements of the structure — the goals and/
objectives of the administrative departments of the
ministry/institutions subordinate to the ministry
must comply with the goals and objectives of the
governing area, all functions enumerated in the pro-
visions of the ministry must be distributed among
the administrative departments, the structure of the
administration of the ministry must conform to the
requirements imposed on the structure of admin-
istration of public administration entities (Law on
Public Administration of the Republic of Lithuania,
other legislation), subordination of separate admin-
istrative units, their constituent parts, institutions
subordinate to the ministries (ministers, chancellor
of the ministry, vice ministers) must be rational and
efficient.

One of the sources of scientific literature
(Butkevicius, Bivainis 2009; Lietuvos Respublikos
Vyriausybé...2011) states that public sector institu-
tions within defined periodicity must defend the
necessity of the functions they perform by analogy
with the newly established institutions. Therefore,
the unarguable basic principle of functional review
in terms of content is the principle of “defending”
the functions importance of the functions performed
by institutions. Using the results of the analysis of
the importance of functions in preparing and mak-
ing strategic decisions allows implementation of the
principles of strategic planning (Bivainis, Tuncikiené
2009, 2011), where the principle of regulating the
development of the activity of institutions is defines
as the most precise (accurate) one. Besides, we may
use the principle of content for treatment of the prin-
ciple which requires functional review to encourage
continuous improvement of performing the func-
tions of institutions. The essence of applying such a
principle is to create conditions for permanent in-
crease in the performance (efficiency) of the activities
performed by institutions as well as their effective-
ness via the prism of possibilities to improve the sub-
systems of governing the institution and other ele-
ments of the institution — economic, technical social,
value-system, etc. as well as their interaction.

The principles of validity, rationality and efficiency,
versatility, adequacy (flexibility), compatibility of in-
terests, transparency, publicity and other principles
may be attributed to the principles of the process of
functional review of public institutions and it is sug-
gested to adhere to them while creating the strategic
activity plans. As mentioned above, Butkevicius and
Bivainis (2009) suggest to prove the necessity of the
functions performed by institutions on the principle
of analogy, i.e. using the method of comparing the
functions among each other. Scientists and practi-
tioners (Butkevicius, Bivainis 2009) foresee in their
works a possibility for formalizing functional review
and encourage to base the expedience of different
activities of the institutions on quantitative calcula-
tions. Purposeful formalisation of the method has
both positive and negative sides. The positive side is
that the data is collected systematically and it can be
further classified, compared among each other and
carry out other operations. All this helps to avoid
speculation, increases the objectiveness of conclu-
sions. The negative side of that is that the received
empiric data quite often is identified with the reality,
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besides, formalisation restricts from a deeper knowl-

edge of the object.

In order to make an objective evaluation of the state
of the efliciency of implementing the functions as-
signed to public sector institutions, the principle of
versatility must be applied. This principle means that
when functional review is performed it is necessary to
consider the interaction of institutions and their en-
vironment (both the general and specific one), gov-
ernance of institutions and other subsystems. When
conclusions of functional review are drawn, one must
identify the problems of the interaction as well as the
possibilities of eliminating or at least reducing them
as preconditions for possible fundamental solutions.
Besides, it should be noted that functional review of
institutions should not be a single action. Experience

Principles of Functional Review \\

of foreign countries (for example, the United King-
dom (Funkcijy analizés...2010)) shows that the best
results are achieved when functional review is con-
ducted on a regular basis. This opinion is approved
of by Butkevicius, Bivainis (2009). It is obvious that
improvement of operational decisions of institutions
is in fact possible if one receives timely reasonable
conclusions of functional review that are approved of
by most pressure and interests groups.

Understanding the meaning of all the principles of
the functional review of the public sector (see Fig.1.)
as well as the ability to apply them in the right way
is an important condition for ensuring efficient plan-
ning of the activities the of institutions oriented to-
wards the perspective as well as sustainable develop-
ment of institutions.

Principles Conveying . . .
<he Content of Analysis Principles Conveying Ithe Process of Analysis

* The principle of significance of the
functions performed by the institution
for the development of the state
* The principle of initiating improvement
of performing the functions of institutions

* The priciple of validity
(formalisation, comparison)

* The principle of rationality, efficiency
* The principle of versatility

* The principle of adequacy (flexibility)
* The principle of conformity of interests
* The principle of transparency and publicity

* Other principles (variability, responsibility
and accountability)

Fig.1. The entirety of principles of functional review

Source: compiled by the authors

4. Legal regulation of the functional review of
public sector institutions

Legal regulation of the functional review of public
sector institutions in the country as well as strate-
gic planning are regulated by legislation of different
level (Bivainis, Tuncikiené 2009, 2011). One of the
main pieces of legislation regulating functional re-
view of institutions is Resolution of the Government
of the Republic of Lithuania No. 968 of 17 August
2011 “On the Approval of the Methodology for the
Functional Review of Institutions Accountable to the
Government”. This resolution provides definitions
related to functional review (e.g. what is function,
functional review, functional review process, separate
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functional review types — horizontal, system, vertical
functional review), it also provides the aim of func-
tional review as well as the main sources (legislation
and recommendations: e.g. Concept of the Improve-
ment of the Framework of the Executive System of
the State as approved by Resolution No.1511 of the
Government of the Republic of Lithuania, Law on
Public Administration of the republic of Lithuania,
Recommendations for the Application of the Meth-
odology as approved by the Ministry of Interior)
that set the requirements for conducting functional
review. Besides, it also overviews the whole process
of functional review which is later detailed by nam-
ing the main components of the stages of functional
review, names the main participants of the functional
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review process and defines their main functions. It
should be noted that each of the main functional re-
view stages is characterised by a list of procedures,
their conformity through single guidelines and for-
mal aspects of organising functional review.

The provisions of the Methodology for the Function-
al Review (Lietuvos Respublikos Vyriausybeé...2011)
define the structure of the proposal to conduct func-
tional review, draft annual functional review plan
of institutions accountable to the Government, re-
ports on performed reviews and recommendations,
the action plan of implementing them, reports on
the progress of its implementation: for example, the
report on performed functional review should con-
tain information about the aims of functional re-
view, applied methods, description of the object and
context of the functional review, results of analysis
of functions and processes, conclusions and recom-
mendations; the plan of measures for implementing
recommendations should include recommendations,
decision on the implementation of the recommenda-
tions, envisaged measures of implementation, time-
frame for implementing recommendations, an in-
stitution responsible for implementation of the rec-
ommendations and the expected results; the report
on the progress of implementing recommendations
should provide information about the envisaged and

implemented recommendations, it shall also contain
information on the problems encountered during
the implementation of recommendations as well as
proposals how to deal with such problems. Besides,
provisions of the methodology establish a few re-
quirements for recommendations: they have to be
concrete, implementable and efficient.

Additionally to the mentioned points, the above
mentioned Government Resolution (Government
of the Republic of Lithuania (Lietuvos Respublikos
Vyriausybe...2011) sets the time frames for conduct-
ing functional review procedures (e.g. deadline for
submitting the draft annual functional review plan
for consideration, reports on performed functional
review, etc.) that have to be coordinated with the
process of formation of the State budget of the Re-
public of Lithuania.

In accordance with the results of the analysis of the
legal regulation of functional review, the following
conclusions may be drawn: the formal procedures of
functional review of institutions are quite well regu-
lated, there is less regulation of its content, however;
methodology on functional review provides the prin-
ciples of functional review of institutions, it defines
their essence, however, does not provide the methods
for implementing such principles (see Table 2).

Table 2. Provisions of legally regulated functional review that establish the principles of functional review of

institutions in the public sector

Principles of Functional Review

References to the provisions of the Methodology
for functional review that establish the principles
of functional review (LRV... 2011)

1. The principle of the importance of the functions
performed by institutions to the development of the state

Section 1 articles 1, 3, 4; Section 3 articles 17, 22, 25.

2. The principle of encouraging (initiating) improvement of
performing the functions of the institutions

Section 1 articles 1, 4; Section 3 articles 17, 22, 25.

3. The principle of validity

Section 2 articles 6 (6.1, 6.2), 7 (7.3, 7.4), 8; Section 3 articles
17, 21, 22, 23,24; Section 4 articles 31 (31.1.3, 31.1.4, 31.2.1,
31.2.3,31.2.4,31.2.5), 32, 33, 34 (34.5);

4. The principle of rationality, efficiency

Section 2 article 9; Section 4 articles 31 (31.2.1), 33.

5. The principle of variability

Section 2 article 7 (7.3, 7.4).

6. The principle of versatility

Section 3 articles 17, 22; Section 4 article 31(31.2.2, 31.2.4).

7. The principle of adequacy (flexibility)

Section 2 article 8 (8.2); Section 3 article 25; Section 5 articles

36, 37, 38.

8. The principle of conformity of interests

Section 2 articles 6 (6.3), 10, 16; Section 3 article 28.

9. The principles of transparency and publicity

Section 2 articles 7 (7.5), 9.

10. The principle of responsibility and accountability

Section 3 articles 18, 20 (20.8), Section 4 article 34, Section 5
article 35, Section 6 article 39.

Source: compiled by the authors
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5. The process of functional review in public
sector institutions

Functional review of public sector institutions is a
complicated and long process whose content, pro-
cedures and role of participants, as it was mentioned
above, are regulated by legislation in order to guar-
antee coordination of the works performed by all
the participants of it. According to the Methodol-
ogy for the Functional Review (Lietuvos Respublikos
Vyriausybé...2011) the process of functional review
is the entirety of procedures for functional review
planning, organisation, conduct, recommendation
implementations and monitoring.

According to the Methodology for the Functional
Review (Lietuvos Respublikos Vyriausybeé...2011)
functional review starts with determining that it is
necessary to conduct functional review. It should be
noted that analysis of internal or external factors is
important here without foreseeing the analysis of
combinations of the factors of separate groups. The
Methodology provides the list of factors predeter-
mining the need for functional review (reforms im-
plemented by the Government, the need to enhance
the performance quality, efhciency and effective-
ness of institutions, reorganisation of one or several
institutions, changes in the mission of the institu-
tion) which is not concrete as to the entities initiat-
ing functional review (Government, Prime Minister,
ministers, Sunset Commission, coordinating institu-
tions or an institutions accountable to the Govern-
ment). The content of proposals that are submit-
ted for the coordinating institution is comprised of
justifications of the necessity for functional review.
According to the results of analysing the proposals
for conducting functional review, the coordinating
institution prepares a draft annual plan for func-
tional review according to the Form approved of by
the Government. The draft annual plan precisely
defines the object of functional review in order to
choose the appropriate review type. It also takes into
consideration the system of public administration
entities as well as its need for improvement in or-
der to determine the aims of functional review. The
draft plan should foresee the time frame, human and
financial resources necessary to conduct functional
review in order to choose the appropriate method
of conducting functional review. If first the Sunset
Commission and then the Government approve of
the content of the annual functional review plan,
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institutions responsible for organising conducting
of the functional review set up rationally composed
workgroups on functional review (the composition
of workgroups is mandatory and recommendatory in
character) which start functional review by drawing
up an action plan. The content of the latter is defines
generally: it should specify the objectives related to
conducting of the functional review as well as other
objectives, time frames for conducting them, institu-
tions responsible for that, etc.

According to the Methodology for the Functional Re-
view (Lietuvos Respublikos Vyriausybé...2011) there
are three stages of conducting functional review of
the state institutions the first two of which are more
detailed in terms of procedures rather than content:
1) gathering of information necessary to conduct
functional review includes defining of the methods
for gathering information sources and data, prepa-
ration of the measures for gathering information,
guidelines for functional review according to which
it is advisable to enumerate the aims of functional
review, as well as defining the aims of the object of
the functional review; 2) functional review conduct
comprises allocation of the functions to the ones
formulating the state policy, implementation and
supporting functions, analysis and improvement of
activity processes, determination of the purposeful-
ness, scope and implementation place of functions, if
necessary, improvement of the administrative struc-
ture of the institution, and also, if necessary, capabil-
ity of the institution to perform functional analysis.
Conduct of functional review is finished by drawing
up a functional review report and recommendations

(Lietuvos Respublikos Vyriausybeé...2011).

The general scheme for conducting the functional
review process is considered to be rational due to dis-
tinguishing the initial (preparatory), the main and
the final stages of the process, however, at separate
stages the composition of the objectives set, also the
manner of accomplishing the objectives including
the sequence, are questionable in terms of rational-
ity. We should mention here the stage of functional
review where the foreseen objectives are fragmentally
oriented towards neutralising or at least reducing in
essence different problems of organising public sec-
tor, besides, the problem solution schemes are not
detailed, and it is not clear whether and how the re-
sults of accomplishing one objective determines ac-
complishing another objectives at this stage.
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At the stage of conducting functional review, clas-
sification of functions into policy making and other
above mentioned functions according to the defined
principle (according to the Methodology (Lietuvos
Respublikos Vyriausybé...2011) classification must
be made according to the product created by the in-
stitution) allows to define its main general purpose
that can be specified with the help of setting up the
goals of the object of functional review according to
the results of the analysis of the documents that are
implemented by the institution (usually, the problem
is dealt with applying the principle “from the more
general one to the more specific one”); besides, the
sequence of dealing with other objectives of func-
tional review raises doubts: it is likely that it is more
efficient to search for the answers regarding the ex-
pedience, scope and suitability of the implementa-
tion place having classified the functions according
to the defined feature and only then in principle
analyse the aspects of performing the functions (ac-
cording to the Methodology (Lietuvos Respublikos
Vyriausybe...2011) having classified the functions, it
is obligatory to conduct a thorough analysis of activ-
ity processes and define the sequence of really per-
formed functions as well as their correlation in realis-
ing a particular activity). In general, this part lacks
for analysis of the formation of the bases for the pro-
posals on more rational improvement of the activity
of institutions, i.e. the factors determining the efhi-
ciency of a more rational activity of institutions (e.g.
administrative governance structure, other resources
and capabilities) as well as defining the possibilities
for improvement of the activity of institutions.

As already mentioned, the content and procedures of
the stage of preparing recommendations based on the
results of functional review as well as the action plan
for implementing them are not specified in the meth-
odology (Lietuvos Respublikos Vyriausybé...2011).
Considering the requirements imposed on the rec-
ommendations for functional review as well as on the
action plan on their implementation, it is rational to
perform at this stage an evaluation of alternative pro-
posals (recommendations, the action plan for their
implementation) from various aspects in order to
choose the most suitable solutions how to improve
substantially the activity of public sector.

The content and procedures of the stage of moni-
toring the implementation of functional review rec-
ommendations are neither specified either by the

institution which coordinates functional review, or
by the institutions accountable to the Government
which are responsible for their implementation at
different stages. Considering the Provisions for the
methodology of functional review (Lietuvos Respub-
likos Vyriausybé...2011), monitoring at the level of
institutions accountable to the Government means
comparison of the actual results of implementing
the action plan for endorsing recommendations with
the expected results, defining the problems of their
implementation and the factors determining them,
foreseeing the methods for solving the problems of
implementing recommendations. The results of solu-
tions of the mentioned objectives are supplied to the
coordinating institution to ensure the implementa-
tion of functional review, to summarise the problems,
results and best practice as well as to prepare a report
on the progress of the implementation of functional
review recommendations which is to be submitted to
the Sunset Commission and State Government.

6. Directions and preconditions for improving
the functional review of public sector
institutions

We may distinguish a few main factors which deter-
mine the need of applying the method of rational
functional review in the country. These are external
and internal factors such as membership of Lithuania
in the EU and constant development of EU politi-
cians and competence areas, which leads to changes
in the functions of authorities in member states, the
reasons and directions defined in the Concept for
Improvement of the Executive Framework of the Ex-
ecutive System of the state determining the improve-
ment of the executive authority system, the objective
to reduce governing expenses, thus also to increase
the efficiency of the work of institutions.

In order to apply functional review as a tool for ef-
ficient management of public sector, systematic re-
search should be performed. One of the most com-
plicated stages in this job is to prepare a principle
model of functional review of institutions and speci-
fying its components up to the methods how to ac-
complish the objectives. In special literature models
of functional review vary according to the problems
of the public sector, the goals set as well as the objec-
tives of functional review. Some models of functional
review are more aggregated, others — mode specified,
the thirds ones are combinations of the former and
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the latter ones. Besides, models also differ accord-
ing to the approach how the objectives of functional
review are to be achieved (the sequence of fulfilling
objectives, methods applied, etc.).

Undoubtedly, the content and character of func-
tional review of public sector institutions have to be
related to the components of the model of functional
review which would allow to:

1) thoroughly reveal the factors determining the ne-
cessity and the adequacy of the functions performed
by the institutions to the requirements of the envi-
ronment and determine how the factors are related
with each other;

2) make a complex evaluation of the necessity of
functions of institutions as well as their adequacy to
the requirements of the environment considering the
defined factors;

3) use the results of such an analysis and evaluation
purposefully.

Reasonable answers to these questions would allow
to use functional review as an tool for effective man-
agement of public sector.

Conclusions

Functional review may be treated as a separate means
for self-examination of public sector institutions. It,
however, gains a bigger value when the objectives of
strategic management of institutions are pursued.
Functional review allows prepare and make qualita-
tive decisions determining changes in public sector
basing them on the results of analysing the expedi-
ence of the activities of institutions as well as ration-
ality and efficiency their management. Implementa-
tions of such decisions are a precondition for sustain-
able development of public sector.

In order to apply functional review as an effective tool
of public sector management, it has to be based on
the principles which convey the main requirements
for the content as well as the process of functional re-
view. Such principles may include the importance of
the functions performed by the institutions to the de-
velopment of the country, principles of encouraging
improving fulfilment of the functions of institutions,
principles of validity, rationality, efficiency, variability,
comprehensiveness, adequacy, compatibility of inter-
ests, transparency, publicity, and other principle.

Functional review similarly to any other activity in

public sector is legally regulated. Analysis of legal
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regulation of functional review can be summarised
by the following conclusions: formal procedures
of functional review of institutions are quite well
regulated, their content, however, is less regulated;
the methodology of functional review indicate the
principles of functional review of institutions, their
essence is revealed, however, the methods of imple-
menting the principles are not provided.

Functional review of state institutions is a complicat-
ed process whose content, the role of the procedure
and the participating parties are defined by legal acts
in order to guarantee coordination of the work per-
formed by all the participants. The general scheme
of conducting functional review is to be considered
as rational due to distinguishing the initial (prepara-
tory), main and final stages, however, at different
stages the content of the objectives set, besides, the
character of fulfilling the objectives, including their
succession, are questionable in terms of rationality.

In order to apply functional review as a tool for effec-
tive management of public sector, systematic research
should be performed. One of the most complicated
stages in such a work is to prepare a principle model
of rational functional review of institutions.
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