
Exploring Options

COST MODELLING

IDENTIFYING WHO

Institutional Map

Step 1 
Institutional Analysis

This is the starting point of your 
analysis. Spend some time 
understanding all the stakeholders 
and their inter-relationships

• Clarify the problem statement  
• Identify key policies, laws and 
regulations  
• Identify the programme beneficiaries  
• Identify who is involved in the design 
and implementation of the programme  
• Identify what decision rights or 
authority the different role players have   
• Map the flow of funds  
• Identify the role-players and map 
service delivery  
• Map service delivery processes

• Understand the different types of 
demand and input variables that 
inform your cost model
• Identify quantity, demand, inputs and 
price that drive costs
• Apply the seven principles required 
for building a good cost model        
• Explore the fiscal implications by 
developing different cost scenarios   
• Identify policy choices, based on 
cost model scenarios        
• Develop an interactive costing
• Identify trade-offs to be made 
between cost scenarios 

Exploring Logic

PROCESS MAPS & 
LOG FRAME

• Unpack the programme to 
understand how it works (from inputs 
to impacts)
• Clarify the assumptions made by the 
programme designers (especially 
around resourcing)
• Identify the resources (inputs) and 
processes (activities) that need to be 
costed
• Determine the performance and 
administrative information you need for 
expenditure analysis and costing

Step 2
Logical Analysis

This is an extensive body of work. It 
will require a number of iterations in 
development and thorough 
discussions with the Spending Review 
team and partners

Measuring Progress

INDICATORS & 
PERFORMANCE ANAlYSIS 

• Identify the indicators that measure 
output, outcomes and impacts 
(performance indicators)
• Identify the indicators that track inputs 
and activities (i.e. administrative 
information)
• Where applicable, include appropriate 
demographic indicators.
• Where applicable, highlight the 
applicable norms and standards
• State the sources used or that can be 
used for performance
• Analyse performance trends and 
patterns 

Step 3
IndicatorS

This step requires some skill in the 
development of indicators and 
gathering relevant administrative 
information. This step is critical in 
order to assess quality of outputs, 
efficiency in resource utilization and 
economy in procurement

Revealing Patterns

Expenditure Analysis

Step 4
Expenditure Analysis 

This is a complex and extensive body 
of work and requires in-depth 
understanding of budget and 
expenditure data. 
A thorough understanding 
of the BAS system 
is necessary

Step 5
Cost Modelling 

The success of this step is dependent 
on the accuracy and level of detail 
provided in the preceeding steps

Clarifying the message

SPENDING REVIEW 
REPORT

• Produce the final report (hard copy 
and electronic)
• Use the following format: One-page 
summary, three-page executive 
summary and 25-page report
• Use as many appendices as 
necessary
• Emphasize the implications of the 
research; no need to defend the 
methodology
• Write like a journalist
• Present the report as a critical 
communication tool in government

Step 6 
REPORT AND ACTION 

PLANNING
It is important to write a concise 
report that flows logically and has a 
clear structure. The report should 
present a cogent argument based on 
sound technical analysis

Spending Review Methodology

Who has the power to make 
decisions on, and implement savings 
at programme level, departmental 
level, and national level?

What impact will savings have on 
the delivery chain?

How will savings impact on service 
delivery and quality of outputs?

Do expenditure trends and patterns 
indicate a potential and/or need to 
find savings?

Can you clearly and logically 
communicate:
• The reasoning and methodology 
followed to find savings
• Your plan to action out savings?Which option provides the most 

savings, with the least compromise 
on service delivery?

• Consolidate raw expenditure data 
related to implementation programme
• Clean raw expenditure data to enable 
meaningful analysis 
• Group expenditure to create 
‘expenditure buckets’ and show link 
with log frame 
• Analyse the expenditure to identify 
key trends and patterns at an 
aggregate level and per expenditure 
bucket
   ▪ Look at expenditure of departments 
WHO, locations at facility level 
WHERE, or type of expenditure items 
WHAT 
   ▪ Understand general overheads, 
programme overheads (back office 
costs) and direct programme costs
• Compare expenditure data to 
performance, administrative, 
operational and demographic 
information to determine unit costs and 
identify costs drivers
• Benchmark unit costs across 
locations, organisations, and/or against 
market rates
• Explain the flow of funds
• Understand the relationship between 
inputs and outputs, and management 
policies and practices
• Seek opportunities for improvement 
and/or anomalies in the 
implementation of the programme
• Review and confirm baseline


