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What Are Spending Reviews (SR)?

• OECD definition: Tools for systematically analysing 

government expenditures, linked to the budget process.

➜ SR integration into the budget process / aligned with 

strategic objectives.

• WBG Manual definition: A process to identify & 

propose reductions / reallocations based on scrutiny of 

baseline spending.

• Focused on existing expenditure, not new spending 

proposals.

Spending Review ➜ Strategic Budget Decisions ➜ Reallocation



Why Spending Reviews Matter?

• Widely adopted: 

  Used by ¾ of OECD countries.

• Highly rated for reprioritizing spending and 

enhancing fiscal management.

• More than just cuts: Helps align spending with 

strategic goals.

• OECD recommendation: SR as a permanent 

budget feature.
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Motivation at the EU level

Rising Interest Rates and Debt Servicing 
Costs: As interest rates rise, the cost of 
servicing debt for European governments also 
increases, straining fiscal budgets.

Impact of Major Crises: The COVID-19 
pandemic resulted in significant increases in 
healthcare spending and social support to 
address pressing needs. Russia's invasion of 
Ukraine led to heightened defense spending 
and instability in the European energy market.

Rising Government Debt: Many EU Member 
States face rising government debt levels due 
to the shift in investment priorities and limited 
fiscal space.

Green and Digital Transitions: Member States 
are required to focus public investments on 
green and sustainable projects to meet digital 
transition demands.

Slowing growth: With limited funds, Member 
States are exploring strategies to spend more 
efficiently and maximize investment impacts.



EU Support for Spending Reviews

• Country-Specific Recommendations aim to guide 
Member States on necessary improvements in their 
spending reviews. MSs are encouraged to implement 
or enhance their existing reviews based on the CSRs 
issued by the EU.

➢ Belgium, Spain, Croatia, Italy, and Portugal have 
successfully conducted at least one spending 
review since receiving recommendations.

• Recovery and Resilience Facility supports 
essential reforms aimed at enhancing stability and 
growth in affected regions. Investments made through 
the RRF focus on building resilience against future 
challenges and strengthening communities.

• Technical Support Instrument provides vital TA to 
help implement recovery strategies effectively. The 
EC provides essential guidance for conducting 
spending reviews, addressing specific requests from 
national authorities.



Objectives of Spending Reviews

Reduce aggregate expenditure

• Identify consolidation measures with no/minimal impact on services.

Reallocate to strategic priorities

• Align spending with evolving government goals & create fiscal space.

Improve spending efficiency

• Deliver same or better outcomes with fewer resources.

Analytical capacity building

• Enhance budget and policy analysis within the MoF and line ministries.



Types of Spending Reviews

Comprehensive Spending Reviews Targeted Spending Reviews

Broad coverage across sectors Focus on specific sectors or issues

Used for major fiscal consolidation or 

strategic resets

Used regularly or ad hoc for performance 

improvement

High resource and capacity requirements Lower administrative burden

Less frequent Annual or multi-annual in some countries

e.g. UK (2010), Canada (2011), Ireland 

(VfM reviews)
e.g. Denmark, Netherlands, Finland



Dimensions of Spending Reviews

By Focus Area:

Program Reviews – Analyse services or transfer payments for 

effectiveness/efficiency.

Process Reviews – Examine business processes (e.g., procurement, IT) for 

efficiency.

Agency Reviews – Evaluate the entire operations of a ministry or agency.

By Review Type:

Vertical Reviews – Within one organization or agency and its subunits (e.g. 

environment).

Horizontal Reviews – Across multiple agencies, focusing on a shared 

function (e.g. public sector wage bill).



Alignment of spending reviews with strategic planning 

and budgeting processes



Institutional Set-Up & Operational Models

• Requires high-level political endorsement and cross-institutional 

coordination.

• Risk of resistance from ministries makes strong governance essential.

• Three models for organizing SRs:

1. Bottom-up: line ministries propose savings (Canada, UK).

2. Top-down: MoF or Cabinet imposes targets (France).

3. Hybrid: joint teams from MoF and line ministries develop proposals 

collaboratively.

• Hybrid model promotes ownership, technical quality, and feasibility.



Proposed Governance Structure of Spending 

Reviews for North Macedonia

SR Secretariat

Coordination & quality control

Proposes prioritization 

among Pilots/SRs

Prepares TOR for SRs

Challenges proposals

Working Group

Conducts the analysis 

Collects contributions

Proposes reform options

Prepares SR report

Technical analysis

SR Secretariat /
SR Unit

Government 

Ministerial Steering Committee (MSC)

SR Working Group 1
SR Working Group 2…

Internal contributions:

- Data providers (CSO, internal audit)

- Public service under review (LGs)

External contributions:

- Independent Bodies (Fiscal Council, SAO, think thanks, academia)

- Trade unions

- IFIs, external consultants

Political decision-making 



Key stakeholders and roles

Government (Cabinet)

• Adopts Decision to launch SR (framework, SR areas, ToR with 

objectives/targets/timeline)

• Appoints MSC and gives it and the MOF a mandate for SR

• Decides on saving target(s) & timeline for implementation 

• Adopts SR reports

• Makes final decisions on cuts and reallocation options

• Provides political leadership and communicates publicly

Ministerial Steering Committee (MSC)
[Minister/Deputy Minister of Finance (Chair), relevant line minister(s), senior staff from MOF 

(macro-economic policy, Budget, Treasury) & respective line ministries]

• Provides strategic direction, guidance & mandate to SR Working Groups
• Holds progress meetings on conducted SRs
• Reviews & challenges proposals by SR Working Groups, ensuring saving options 

alignment with targets
• Ensures line ministries’ active participation in SR process
• Communicates internally
• Approves SR reports & submits them to Govt for considerations & approval
• Submits recommendations/policy options to Govt for considerations & approval

Political decision-making 



…continued

Technical Analysis

SR Secretariat / SR Unit:

• Conducts high-level international benchmarking/sectoral analysis/analysis of 

performance indicators to identify & recommend to Govt sectors for SR 

• With respective budget analysts, develops SRs saving targets in line w/ medium-term 

fiscal objectives; drafts SR ToRs

• Drafts decisions for Govt approval (targets, spending review areas, timeline)

• Collects & ensures data access for SRs 

• Defines procedures for SR / guidance to SR Working Groups on methodology / 

provides report templates

• Oversees SR process & participates in finalization of SR reports.

SR Working Groups: 

• Conduct spending reviews. 

• Prepare reform options within the defined target savings.

• Prepare quality, social and risk assessment, as well as legal review.

• Prepare other qualitative recommendations.

• Prepare the SR report and other interim reports, in line with ToR timeframe.



Thank you
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