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Dimensions of Public Sector 
Performance Assessment

• Overall strategy assessment:
Macroeconomic analysis of expenditure policy

• Pre-expenditure assessment:
Evaluation of alternative investments

• Post-expenditure assessment:
Evaluation of public sector production and 
provision of goods and services
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Parameters for Assessment of 
Overall Expenditure Strategy 

• Public policy framework
– Public policy objectives, needs, priorities
– Rationale for public sector intervention
– Alternative modes of public sector intervention

• Implementation
– Specific design features
– Private sector responses
– Efficiency consequences
– Distributional consequences
– Reconciliation of economic efficiency, social equity, and 

political trade-offs
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Pre-Expenditure Assessment: Cost-Benefit Analysis
Key features of cost-benefit analysis
• Comparison of project benefits with project costs

– Principle of the rational decision
– Dilemma of theory vs. practice

• Measuring project benefits and project costs
– Financial vs. economic vs. social
– Real vs. pecuniary
– Direct vs. indirect
– Tangible vs. intangible

• Adjusting project benefits and project costs
– Discount rate, shadow pricing, distributive weights

Decision rules for the selection of projects
• Fixed vs. variable budget, divisible vs. lumpy projects
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Post-Expenditure Assessment

Rationale
• “Bang for the Buck” or “Value for Money”
• Close Fiscal Gap Without Increasing Revenue
• Transparency, Accountability, Good Governance
Models
• Public Expenditure Review (PER)
• Data Envelope Analysis (DEA)
• Comparative Performance Measurement (CPM)
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MEASUREMENT OF 
EXPENDITURE EFFICIENCY AND EFFECTIVENESS 

 
 
 
PURPOSE OF TARGET OF  TYPE OF  POSSIBLE  
MEASUREMENT MEASUREMENT MEASUREMENT ADJUSTMENT 
 
 
 
 
EXPENDITURE PRODUCTION TOTAL   INFLATION,          
EFFICIENCY  COSTS  QUANTITY,  INPUT PRICES, 
(COST   (INPUTS)   UNIT COSTS, TECHNOLOGY 
 EFFICIENCY)    RELATIVE 
      COSTS   
 
 
 
EXPENDITURE PRODUCTION TOTAL  DEMOGRAPHICS,  
EFFECTIVENESS RESULTS  QUANTITY,  GEOGRAPHY, 
(COST   (OUTPUTS &  QUALITY   PRIVATE GOODS 
 EFFECTIVENESS)  OUTCOMES) RATIOS,  
      PERFORMANCE  
      STANDARDS/ 
      BENCHMARKS  
 
 
MEASUREMENTS SHOULD BE TRACKED OVER TIME AND 
    COMPARED BETWEEN SECTORS/JURISDICTIONS 
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CASE STUDY:  INDONESIAN 
MUNICIPALITIES

• Municipalities in Indonesia sorted by city size

• Performance indicators formulated using 
readily available data generated by the 
municipalities themselves

• Performance of municipalities compared, 
within subsets of cities with similar 
characteristics
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