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Ministerial Expenditure Review Group 

SCOPING THE EXPENDITURE REVIEWS 

Modus Operandi – Points for Discussion 4pm Wednesday 9 November 
 
 
 
 
 
1. INTRODUCTION 

1.1 This note sets out a proposed process for scoping the expenditure review 
programme to be overseen by the Ministerial Expenditure Review Group (MERG), and 
the background to the expenditure reviews themselves. The points are for discussion at 
a meeting at 4 pm Wednesday 9 November. 
 
 
2. CONTEXT AND OBJECTIVES 

Getting better performance 

2.1 The expenditure review programme is one key initiative to obtain better 
performance from the Government’s spending and other interventions. For the reviews 
to be effective and sustainable in this context also requires: 
 

• Culture change driven by strong Minister demand. Areas that are worth 
considering in overseeing the reviews are: 

o A strong sectoral approach 
o Improving the usefulness of information provided to Ministers 
o The support provided to Vote Ministers 
o Links to the CE performance management framework 

 
• Changes to the budget process so that it incorporates detailed expenditure 

reviews on a regular basis. 
 
2.2 Going forward, MERG has an opportunity to drive the changes in these areas. 
 
 
Objectives and scope of the expenditure review programme 

2.3 The overall objective of the expenditure review programme is to improve the 
performance of Government expenditure and interventions, and provide assurance that 
spending is in accordance with the Government’s priorities. 
 
2.4 The review programme will consider all areas of Government spending and 
intervention except the Offices of Parliament and the individual security services (but 
may consider defence and security sector coordination). 
 
2.5 The programme will work on a three-year rolling basis, coordinated with the 
Budget process. The intention is that the programme will evolve to become a regular 
feature. 
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2.6 The programme will commence by providing input into Budget 2006. Because of 
time constraints, work in this first round of reviews with either: 

• be based on review work already under way; or 
• focus on areas where there is clearly poor performance and a clear response; 

or 
• seek to manage up-coming spending pressures. 
 

2.7 As far as possible, work leading to Budget 2006 will aim to reinforce messages 
regarding the constructive intent of the overall process. 
 
 
Reprioritisation 

2.8 Where opportunities for reprioritisation are identified, to maintain incentives the 
intention is that any resulting savings will be retained within the vote/sector under 
review.  
 
2.9 Circumstances where this is inappropriate will be considered on a case by case 
basis. 
 
 
Coordination with Budget Process 

2.10 In the short run there are two coordination issues with the budget process: 
 
• Budget decisions should avoid pre-empting the findings of reviews and vice versa. 
 
• Review findings should be available to support Budget strategy decisions. This 

means commissioning the reviews as soon as possible after November to inform 
Budget strategy the following November. 

 
2.11 In the longer run, to deliver sustainable performance gains, the reviews should 
done periodically for major sectors/votes as part of a mutually-reinforcing performance-
oriented budget process. Such a process would need the following elements: 
 
• Increased focus on results in Budget decision making, with emphasis in the 

strategic phase and the bilaterals on the results to be delivered. 
 
• The use of different tracks for different votes to enable the above. 
 
• Improved monitoring and evaluation focused on key performance expectations 

and tailored to Budget decision making. 
 
2.12 The scoping and formulation of the findings of the expenditure reviews can 
support these changes to the Budget process. 
 
 
3.  EXPENDITURE REVIEWS 

Lessons from past reviews 

3.1 Consideration of recent value for money reviews and other detailed reviews 
suggests that: 
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Scope and purpose 
 
• They can serve a range of purposes ranging from finding savings, to developing 

specific performance improvement initiatives, to forming the basis of funding 
paths or revised baselines. 

 
• Few recent sector or departmentally focused reviews have developed a range of 

feasible options for Ministers. 
 
• Reviews can be disappointing in terms of developing clear results expectations 

moving forward. Clarity on this is important in managing future performance. 
 
• A short term savings focus rarely leads to longer term performance gains. 
 
• Reviews are more effective where there is a clear link to the Budget so that: 
 

o The information from reviews is available to support upcoming budget 
decisions; and 

 
o Performance information can be assessed against results expectations 

and used to inform future budget decisions. 
 
• It is important, when reviewing an agency or sector to be clear about the 

outcomes that the government is seeking before looking closely at efficiency.  
 

Administration 
 
• The outcome of the reviews is directly influenced by the terms of reference and 

the level of effort involved, particular in respect of the level of Ministerial and CE 
engagement and the quality of analysis. 

 
• Many performance issues are complicated and do require relatively extended 

detailed reviews to address successfully. More detailed reviews typically take at 
least six months from conception to Cabinet agreement of the findings. This 
means long lead times. 

 
• Careful scoping of each review is important.  
 
• Reviews that are primarily savings exercises are difficult to get buy-in to by the 

implementing agencies. This needs to be taken into account in managing 
expectations if some reviews have primarily a savings focus but others do not. 

 
• It is important to get wide and clear agreement to the objectives of individual 

reviews. There may be a need to amend the objectives as a result of the findings 
of the initial phases of an individual review. 

 
• There is limited capacity for good project management of reviews. This may be a 

constraint on the number of reviews that can be conducted simultaneously. 
 
Scope and purpose 

3.2 The suggested scope and purpose of the individual expenditure reviews is as 
follows: 
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Suggested scope and purpose of expenditure reviews 

Purpose: 

• Identify the results that should be expected from baseline expenditure 

• Identify any areas of expenditure that no longer accord with Government priorities  
• Identify options regarding the level of expenditure (operating and capital) going forward. 

Generally this should include an option of no change from the current level of 
investment 

• Identify areas of poor performance where there may be scope for reprioritisation going 
forward 

• Identify opportunities for other Public Sector Management improvements 

Scope: 

• Where possible, reviews should be sector, sub-sector or ‘programme’ (eg GIF) based  
• Reviews should consider: fit with Government priorities, appropriateness, future desired 

results, the output mix, major production processes, pricing and indications of efficiency 
• Reviews will identify any capability issues 

• Areas where further work is required will be identified. This might include detailed 
efficiency work, capability development, or sub-sector work 

  
3.3 Clearly there will be variation. Once the candidates for reviews have been 
selected, they will be subject to a detailed scoping exercise before commencement. 
 
 
The Expenditure Review Programme 

3.4 Approximately 15 reviews will be conducted over the next three years, feeding 
into Budgets 2006 to 2008. 
 
3.5 For Budgets 2007 and 2008 we will aim to complete the expenditure reviews in 
time to inform Budget Strategy decisions.  
 
 
Governance Arrangements 

3.6 Proposed governance arrangements are set out in Figure 1 overleaf. This sets 
out the arrangements both for management of the overall review programme, and the 
supervision of individual reviews. 
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Steering 
Prime Minister 

and Deputy 
Prime Minister

Project 
Officials Group –

Expenditure 
Review 

CE responsible for meeting 
terms of reference for 
individual reviews. Supported 
by a steering group with central 
agency representatives. 
 
CE ensures timely and 
accurate provision of 
information and options for 
analysis by core project team 
and provides cross agency 
impact assessment

CE selects and funds best qualified practitioners – project manager, 
core pool of policy analysts, process costing and design specialists. 
Responsible for delivering detailed analysis and recommendations to 
Ministerial Group and Officials Group, using common methods 

Steering 

Ministerial  
Expenditure 

Review Group

Expectations conveyed directly to chief executives 
of VfM entities 

Comprising all finance ministers and MoSS, supported 
by Officials Group.  Vote or Portfolio Ministers attend by 
invitation 
 
Responsible for selection of review candidates, terms of 
reference, making review recommendations to Cabinet.

Justice 
Chief 

Ministr
Executive 

Core Project 
Team 

Chief Executive 
(chair) 

Steering Group 

Advisory role to Ministerial Group and 
Officials Group. 
 
Potential secondments to individual 
expenditure review project teams. 
 
Usual Vote team and DC team 
monitoring and oversight of individual 
expenditure review projects 

Figure 1: Proposed expenditure review governance arrangements 
 

Comprising 3-5 suitably qualified, senior  officials 
(one each from Treasury, SSC, DPMC, potentially
two non CA persons).   
 
Responsible to Ministerial Group for coordinating
overall programme, specifying and monitoring
progress on terms of reference, independent advice
on results of individual reviews, use of appropriate
methodologies etc 

Project 
Central agencies

Vote or 
Responsible 

Minister
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4.  SCOPING THE EXPENDITURE REVIEW PROGRAMME 

 
4.1 The approach to scoping the expenditure review programme will be as follows: 
 
 Indicative dates 

Presentations by Treasury Vote Teams* 29 Nov, 2 Dec 2005 

Input from SSC and DPMC Concurrent with 
Treasury Vote Team 
presentations 

Prepare short list of c 20 candidates for review  w/b 4 December 2005 

Discussions with Vote Ministers, obtain any further 
information required 

December 2005 

Agree 3 year programme Late January 2006 

Cabinet paper on overall scope of programme and reviews 
for Budget 2006 

Early February 2006 

Cabinet paper on reviews for Budget 2007 Late February 2006 

Cabinet paper on reviews for Budget 2008 With budget strategy for 
Budget 2007.  

* Indicative groupings for these presentations are set out in the Attachment. 
 
4.2 Once the reviews for a particular year have been selected, officials will be 
directed to prepare a detailed Terms of Reference within the scope agreed by Cabinet 
for approval by MERG. 
 
4.3 Vote Ministers and their Departments and agencies will be advised of this 
process, once it has been agreed by MERG. 
  
 
5.  MERG OPERATIONS 

5.1 Ministers may wish to discuss how the group is going to work in practice going 
forward. 
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ATTACHMENT 

Indicative groupings for Treasury Vote Team presentations: 
 

• central agencies (Finance, Prime Minister and Cabinet, and State Services)  

• conservation, environment and agriculture  

• defence and security (Customs, Defence and Defence Force not GCSB or 
SIS)  

• education  

• energy, economic and regional development  

• external strategy (Foreign Affairs and Trade, Official Development Assistance)  

• health  

• housing  

• internal affairs (all votes administered by the Department of Internal Affairs)  

• justice (Corrections, Courts, Justice, Police)  

• labour (all votes administered by the Department of Labour)  

• national life (Arts Culture and Heritage, Sport and Recreation, Statistics, 
National Archives, National Library)  

• revenue 

• social development (including CYFS and the population ministries)  

• transport 

 


