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1. Why it is important.

• Spending on growth enhancing 
measures in the context of the Lisbon 
Strategy. 

• Fiscal discipline in the context of the 
SGP.

• Spending pressure on public balances 
stemming from ageing.
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Focus

Revised SGP : Quality of public Finances 
Two main elements :

– Sustainability 
– Efficiency can help 

→ to alleviate budget constrains 
→ to increase the leverage effect of public 

spending 
But little knowledge on efficiency
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Function-by-Function 
approach

• Measurement of efficiency is complex

• Function- by Function approach more 
promising to derive concrete policy 
conclusions

• First candidates :
– Growth-enhancing expenditures : R&D , education
– Expenditures affected by ageing : health care
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Investigating the 
determinants of efficiency 

is crucial
• Various determinants (institutional, 

structural)

• Interactions between determinants

• No “one-size-fits all” model  for 
efficiency improvement
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2. Concepts of efficiency 
& effectiveness

Monetary and 
non-monetary 
resources

Input Output Outcome
Allocative Efficiency Effectiveness

Environment factors
e.g. Regulatory- competitive framework, socio-economic background, 

climate, economic development

Technical Efficiency
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Key elements of 
efficiency measurement 

• Appropriate indicators
• Input
• Output
• Non-discretionary factors, framework conditions

• Data issue
• Availability
• Comparability

• Methodology 
• Non-parametric techniques, etc.
• Regressions 
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Spending – PISA
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3. Questions to be 
addressed

→ Appropriate indicators?
→ Methods?
→ Environment factors?
→ Country-specifics?
→ Policy-relevant conclusions?
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