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This short note outlines a simple framework for evaluating the value for money of public sector 
expenditure and identifying waste (low quality spending). Further details, including a 
demonstration of the 1000Minds software referred to here, are available. 
 

1. The Framework 
A picture is worth 1000 words! The framework is centred on the diagram on page 3 below, 
referred to as the VfM (Value for Money) Chart. 
 
The VfM Chart is an intuitive and simple – and yet powerful – way of representing the main 
considerations for analysts charged with evaluating the quality of public sector expenditure and 
identifying waste (low quality spending). The VfM Chart enables the following four key 
considerations to be compared for the government programmes being evaluated – at any level of 
aggregation (e.g. the public sector overall, government departments, units, etc). 
 
A. Benefits from the government programme 
For each programme, its benefits are represented in terms of, for example, a variety of ‘national 
interest’ objectives (or evaluation ‘criteria’). As determined by analysts (in consultation with 
other stakeholders), such objectives are idiosyncratic to the particular evaluation. 
 
Examples of ‘national interest’ objectives might include:1 
• Level of service delivered to New Zealanders 
• Economic development effects 
• Environmental (sustainability) effects 
• Public health & well-being effects 
• Social capital / equity / participation effects 
• Etc, etc, etc (i.e. as appropriate to the particular evaluation).2 
 
A means of aggregating these multiple objectives into a single measure of Benefits by which the 
programmes can be directly compared and ranked against each other is necessary. This is the 
classic ‘weighting’ problem in Multi-Criteria Decision-Making. 
 
1000Minds software (see www.1000minds.com)3 does this via a points (or ‘scoring’) system, 
based on the expert knowledge and preferences of analysts (and other stakeholders, who can be 
easily consulted in this way too). Thus the programmes being considered can be ranked from 
highest to lowest Benefits, represented on an index ranging from 100 (maximum benefit) to 0 (no 
benefit) – e.g. see the VfM Chart on page 3. 
                                                 
1 To repeat from above: The programme’s objectives are idiosyncratic to the evaluation performed. 
2 The programmes’ costs are recognised separately below. 
3 The author co-invented 1000Minds (with Franz Ombler) and so is declaring an interest here. Other 
software for Multi-Criteria Decision-Making (MCDM) could potentially be used instead. A recent 
international survey of Decision Analysis software in general (though most are inapplicable to MCDM) is 
available from www.lionhrtpub.com/orms/surveys/das/das.html. 
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B. Cost of the programme 
This is simply the amount of expenditure associated with each programme over a given time 
period (e.g. a year) or the programme’s lifetime (in net present value terms). 
 
C. Fit with the Government’s ‘Core Business’4 
This third consideration recognises that although many programmes might be worthwhile in 
terms of their Benefits relative to Costs, not all are strictly ‘core business’ (however defined). 
 
Thus, the extent to which a given programmes fits with the Government’s Core Business could 
be graded: A = Good fit, B = Medium fit, C = Poor fit. (Other schemes are possible of course.) 
 
D. Any X-factors or Other Considerations 
Finally, there are any other relevant special considerations (i.e. X-factors) not already included 
above, such as ethical or ‘special’ strategic considerations, that should also be considered by 
analysts. 
 

2. The VfM (Value for Money) Chart 
The VfM (Value for Money) Chart on the next page brings everything together in a meaningful 
and easily communicated way that can cope with as many or as few programmes that are being 
evaluated at once. The chart can be implemented at any level of aggregation – e.g. for the public 
sector overall, government departments, units, etc. 
 
The first three considerations (A. Benefits, B. Net Costs, C. Government’s Core Business) are 
represented explicitly in the chart. The fourth consideration (D. Any X-factors or Other 
Considerations) can be introduced by analysts to their deliberations on a programme-by-
programme basis. 
 
Such X-factors or Other Considerations ought to be justified explicitly if they are favoured over 
the first three considerations and, based on this fourth consideration, a decision is reached to 
support a particular programme. 
 
For brevity, instead of explicitly explaining the VfM Chart below, the following questions are 
posed to illuminate it and the associated evaluation framework. (Use your powers of logic and 
personal preferences to answer the questions.) 
 
• Which programmes represent good value for money? (Why?)  
• Which represent waste (low quality spending)? (Why?) 
• Suppose you had a budget of $4 billion, which programmes would you select? 
 

As well as ‘eye-balling’ the VfM Chart (i.e. looking for ‘Pareto efficiency frontiers’), Benefit-
Cost ratios can be calculated and the programmes ranked accordingly. Note, though, that such 
frontiers and ratios do not incorporate the other two considerations, Core Business and X-factors 
and Other Considerations, mentioned here. 
                                                 
4 Alternatively, a more relevant consideration might be Degree of Confidence / Certainty in the Benefits 
and Costs – i.e. recognising that there are inherent uncertainties in the above-mentioned Benefits and 
Costs. Specifically, there may be uncertainties concerning a given programme’s objectives – both in 
terms of their clarity and realisation (e.g. What are the objectives, and how would we know if they are 
achieved?). There may also be uncertainties with respect to the robustness (riskiness) of the programme’s 
Costs estimates. 
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Public sector expenditure: 

VfM (Value for Money) Chart 
4 key considerations (A – D) for 100 ‘illustrative’ (random data) government programmes (labelled p1 - p100) 

 
 

+ Also consider D. Any X-factors or Other Considerations – and justify them explicitly. 

 
 Fundamental Qs: Which of these 100 programmes represent good value for money? Which represent waste? (Why?) 

C. Government’s 
‘core business’ 

 
= Good fit 

 
= Medium fit 

 
= Poor fit 

 


