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Preface

This book aims to highlight the role played by public finance in the 
 delivery of security and criminal justice services. It seeks to strengthen 

the policy and operational dialogue on security sector issues by providing 
national and international stakeholders with key information on security 
expenditure policy. The book is part of a project undertaken by staff from 
the World Bank and the United Nations. The World Bank has a leading role 
in public finance as well as assistance to the public sector (including justice); 
this book will be its first step in bringing that expertise to the security sector. 
The United Nations generally, and specific actors such as the United Nations 
Department of Peacekeeping Operations (UNDPKO) and the United 
Nations Development Programme (UNDP), have sector expertise in secu-
rity and justice. This book will thus integrate disciplines where each institu-
tion holds comparative advantage and a core mandate.

The primary audience includes government officials, staff of interna-
tional organizations working on public expenditure management and secu-
rity sector issues, and development practitioners working in an advisory 
capacity. The audience also includes World Bank staff who may be asked to 
assist in expenditure analysis related to the security sector; taking into 
account World Bank policy, the book clearly defines their role in the expen-
diture review process.

The interplay of security, justice, and public finance is still a relatively 
unexplored area of development. Security and criminal justice are fundamen-
tal public goods provided by governments, and they often have significant 
claims on national budgets. Informed discussions on security sector expendi-
ture policy are an essential part of the national policy process, through which 
central finance agencies fulfill their function of contesting sector expenditure 
proposals in the planning and budgeting process. Dialogue on security 
expenditure policy also strengthens international partners’ engagement on 



xvi   Preface

security issues, helping them make informed decisions regarding the appro-
priate level and form of external assistance. This book offers a framework 
for analyzing financial management, financial transparency, and oversight, as 
well as expenditure policy issues that determine how to most appropriately 
manage corruption risks. It also provides advice on entry points for integrat-
ing expenditure analysis into security sector and broader governance reform 
processes.

For a variety of reasons, a growing number of governments are request-
ing support from the World Bank and UN partners (whether working sepa-
rately or jointly) in examining the effectiveness, efficiency, and sustainability 
of public spending in the sector. These have ranged from countries affected 
by high rates of crime and urban violence (such as El Salvador and Mexico), 
to countries undergoing fragile transitions with a large peacekeeping pres-
ence (such as Liberia and Somalia), to those affected by external threats and 
crisis (such as Mali and Niger). These case studies are now building up a 
body of experience on this work that feeds into this sourcebook on under-
taking security sector public expenditure reviews.
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Overview

Introduction to Securing Development

We live in an insecure world, and some of the foremost public policy ques-
tions of our time address how we can strengthen our security and personal 
safety. Often those questions can be further broken down into what are the 
most affordable or cost-effective means of addressing insecurity.
These questions are critical in a variety of contexts.

• In late 2005, financial experts examined data at the Afghan Ministry 
of Finance to ascertain how much the security sector was costing. To 
their astonishment, they found that the sector cost some $1.3 billion 
per year, or 23 percent of gross domestic product (GDP), made up 
largely of donor contributions along with some government financ-
ing. Security spending therefore exceeded domestic revenues by over 
500 percent.1 Questions on the sustainability of security sector spend-
ing, and on the handover from international forces for policing and 
military functions, have been at the fore of policy making for the 
country ever since.2

• Central America, and particularly the northern triangle of 
El  Salvador, Guatemala, and Honduras, is home to the highest 
homicide rates in the world. Interpersonal violence associated with 
gangs, drug trafficking, and weak criminal justice institutions has 
enormous costs in terms of health, economic growth, and people’s 
 overall well-being.3 In El Salvador, official estimates show that crime 
costs 16 percent of GDP per year.4 The governments in the region 
 established the Security Commission of the Central American 
Integration System (known as SICA) in 1995 to harness their 
 collective efforts to address these huge challenges, and donors have 
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provided generous contributions to their security strategy.5 Yet, the 
extremely high rates of crime and violence continue.

• Since 9/11, the U.S. and European governments have faced increasing 
costs for their counterterror measures. A central question is whether 
the gains in safety have been justified by the costs, which have run into 
the trillions of dollars.6 When the surveillance of one individual asso-
ciated with a radical political agenda can cost around $5.7 million per 
year,7 governments must think about what price they are paying to 
keep their citizens safe, or feeling safe.

The need to understand security and justice systems in the context of the 
public expenditures they require is the subject of this sourcebook.8 This is 
not a policy book that recommends different approaches to security threats 
and challenges. It is about numbers. Or more accurately, it is about helping 
governments and practitioners obtain a better picture of the money spent 
on security, including what it is spent on, and how. By providing a better 
analysis of such spending—through what is called a Public Expenditure 
Review (PER) of the security sector—a technical team of practitioners can 
facilitate better-informed decisions at the senior leadership level about pol-
icy and operational approaches to the sector.

The global context in which such decisions are made is constantly 
 shifting. All the evidence suggests the nature of violence and conflict is 
changing,9 presenting new challenges and threats. National and human 
security is now less concerned with conventional war than it was 30 years 
ago and more concerned with transnational political violence, drug traffick-
ing,  climate change, forced migration, slavery, urban crime and violence, 
 pandemics, cybersecurity, and related threats and challenges.10

While the general historical patterns of war and violence may indicate 
that humankind is becoming less likely to resort to warfare than in the 
past,11 the second decade of the 21st century suggests otherwise. Battle 
deaths have recently increased, largely due to protracted wars such as those 
in Afghanistan, Iraq, and the Syrian Arab Republic12; and far more homi-
cides now take place, largely in cities of countries that are not at war but are 
subject to high rates of crime and violence.13 Further, the consequences of 
that violence go far beyond excess mortality and include injury, poor health, 
and poverty. Above all, these recent trends have resulted in the largest refu-
gee and internally displaced populations since World War II.14

The costs of such violence are enormous. According to a study by the 
Institute for Economics and Peace (IEP), the “economic cost of violence 
containment to the world economy in 2012 was estimated to be US$9.46 
trillion or 11 percent of Gross World Product.”15 There are many different 
approaches to addressing both collective and interpersonal violence, 
 ranging  from coercive (e.g., military) to nonviolent (e.g., peacebuilding 
and violence prevention) to judicial (e.g., arrest and prosecution); and all 
these have their associated costs. This book focuses on the security and 
justice institutions, the instruments they use to contend with these 
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challenges, and the cost of sustaining them. And according to the IEP study, 
these institutions and instruments take up the lion’s share of the cost of 
violence containment: 51 percent of costs go to military expenditure, 
14 percent to internal security, 6 percent to private security, and 4 percent 
to incarceration.16

In focusing on these institutions, we note that the public policy debate is 
no longer a binary one of whether money should be spent on these sectors 
or not (the guns versus butter argument).17 Given that resources will be 
allocated to the security sector, the important question for policy makers is 
how resources can be used to ensure effective, professional, modern, and 
accountable institutions that provide security and justice services for 
citizens.

The aim of this overview is to provide policy makers and practitioners 
with useful tools for answering this question about strengthening the per-
formance and accountability of security and justice institutions. The over-
view is structured as follows. This section concludes with an examination 
of the security-development nexus and security sector reform (SSR). The 
second section outlines what a PER is, explains the rationale and potential 
entry points for undertaking such an exercise, and provides a simple check-
list for the PER process. The third section focuses on how to understand 
political, security, macroeconomic, gender, and institutional contexts. The 
fourth section applies a public finance framework for the security sector. 
The fifth section offers some final conclusions.

The Security-Development Nexus

In recent years, security challenges have moved from the margin to the 
mainstream of the development agenda. Security is now recognized as 
essential for citizens’ livelihoods and access to services, and for the free 
exercise of civil, political, social, and economic rights. Security is particu-
larly important for the poor and other vulnerable groups, who suffer dis-
proportionately from fear, loss of property, and violence.18 Moreover, 
insecurity is the principal development challenge in fragile and conflict-
affected states (FCS). In 2005, the report of the UN Secretary General 
(UNSG) emphasized that longer-term development demands a sufficient 
degree of security to facilitate poverty reduction and shared prosperity.19

These themes are picked up in the 2011 World Development Report, 
which calls for a shift in the development community’s work on security. 
The report argues that fragility and violence arise when countries are 
exposed to economic, political, or security stresses that they are institution-
ally unable to cope with.20 Figure O.1 shows that poverty trends are 
directly proportional to the degree of intensity of violence: countries suffer-
ing from a significant level of violence tend to see poverty increase, while 
those experiencing little or no violence see the share of the population below 
the poverty line decrease significantly.21 Moreover, countries affected by 
conflict—including middle- and lower-income countries—risk entering a 
vicious cycle of repeated conflict.
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Security also has a direct impact on the growth of investment, social 
and human capital, public institutions, and distribution of resources. 
Insecurity weakens the investment climate by making investment incen-
tives scarcer and destroying material assets and human capital.22 It sub-
jects the private sector both to higher costs in the form of security 
taxes—i.e., the additional costs associated with negative externalities as a 
result of instability—and to disorganized markets. Violence and insecurity 
harm human and social capital, particularly among the most vulnerable 
segments of the population; their effects are evident in physical and psy-
chological damage, migration, deteriorating living standards, and inter-
ruptions in public services. Insecurity also weakens the legitimacy of public 
institutions and creates points of entry for corruption. Finally, growing 
insecurity can be both the cause and the consequence of skewed distribu-
tion of national resources, which, in turn, weakens the overall security 
sector apparatus of the society.

For these reasons, security and development have increasingly been seen 
as inextricably linked, and development actors have progressively engaged 
in the sector with aspirations for promoting change and reform.

Security Sector Reform

Change within the military structure and the broader security sector has 
historically been an essential part of state formation. This is reflected in the 

Figure O.1 Negative Effect of Violence on Development
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social and political transformations effected by demilitarization and democ-
ratization processes in Latin America, as well as in the changes in Eastern 
Europe after the fall of the Soviet Union.23

However, the involvement of international donors and agencies in secu-
rity and justice service provision is still relatively new.24 In the late 1990s, a 
number of key bilateral donors, undertaking a whole-of-government 
approach to development aid, began integrating security into development 
programming. This effort culminated in the work at the Organisation for 
Economic Co-operation and Development (OECD) Development Assistance 
Committee (DAC), which led to donor consensus around what was termed 
“security system reform” (now more commonly called “security sector 
reform,” or SSR) and policy development through the 2000s.25

These advances have been mirrored by the United Nations’ (UN) increas-
ing role in SSR, particularly but not exclusively within the parameters of 
peacekeeping operations. The UNSG’s first report on SSR was Securing 
Peace and Development: The Role of the United Nations in Supporting 
Security Sector Reform, issued in 2008.26 The UNSG subsequently reported 
on various UN initiatives, including strengthened approaches to supporting 
the police as well as civilian capacities, such as for the criminal justice 
 sector.27 An Inter-Agency Security Sector Reform Task Force cochaired by 
the United Nations Development Programme (UNDP) and the United 
Nations Department of Peacekeeping Operations has brought together 
14 UN entities to promote an integrated approach to SSR support. In addi-
tion to handling operational and training aspects of SSR, the task force 
has  conducted wide-ranging consultations to develop SSR guidelines, 
including the Integrated Technical Guidance Notes issued in 2012.28 These 
initiatives were followed by the UNSG’s second report on SSR in 2013,29 
and were endorsed in 2014 by the UN Security Council in Resolution 2151, 
the first stand-alone resolution on SSR. These efforts reiterated the central-
ity of national ownership of SSR, recognizing that such processes need to 
support and be informed by the broader national political context, and 
they underlined the importance of strengthening support to sectorwide 
 initiatives that aim to enhance the governance and overall performance of 
the security sector.

Extensive programmatic work on SSR in various countries has evolved 
in parallel to these policy developments. Examples include the rebuilding 
and reform of national armies in Afghanistan, Burundi, Iraq, Liberia, and 
Sierra Leone; the demobilization and reintegration of over 400,000 ex-
combatants in Africa’s Great Lakes region; the democratizing of security 
sector governance in Ghana, South Africa, and Latin America; and the 
building of capacity in criminal justice to address burgeoning rates of crime 
and violence in Central America. National and international expertise in 
SSR has also grown and now covers strategic and policy advice, arms 
 control, governance and oversight, and criminal justice support. Further, 
various networks and nongovernmental organizations are being formed 
at  the global, regional, and national levels in this area.30 However, the 
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literature suggests that while the policies and norms associated with 
the  SSR  framework have been increasingly accepted, more can be done 
to improve its impact.31

Largely missing from this growing body of policy and practice has 
been the link between public finance and the security sector. While  general 
aspirations for affordability are often stressed with regard to SSR, there 
has been little guidance to support governments in better understanding 
whether security sector costs are within a sustainable macrofiscal enve-
lope, let alone efficiently and effectively allocated. Development practitio-
ners have worked with governments for some time on improving national 
budgetary processes. After all, national budgets are the most important 
policy vehicle for putting a country’s priorities into effect within the 
scarce resources that are available to a government for public expendi-
ture; it is through the policy and budget processes that competing priori-
ties are reconciled and implemented. However, there often remains a 
gap between the national budgeting process and the financing of the secu-
rity sector.

More specifically, little work has been undertaken to date on the compo-
sition of security sector budgets, or on the processes by which they are 
planned and managed. Ultimately, sound fiscal management of the security 
sector is essential if a country is to have effective, efficient, and professional 
security organizations that are capable of protecting the state and its popu-
lation against internal and external threats. Integrated systems for planning, 
policy making, and budgeting are necessary to achieve an appropriate allo-
cation of public sector resources and to manage those resources effectively 
and efficiently.32

Currently, public finance practitioners have little or no experience in 
working with the security sector. In turn, security institutions may not con-
sult the ministry of finance on security sector expenditures and allocations. 
Even where security sector expenditures and financial management are 
addressed, a firewall of security classification often prevents practitioners 
from applying good public finance principles to the security sector, and also 
prevents their sharing with other sectors the lessons on public finance 
learned in the security sector.33

A further difficulty is that in many countries, the security sector is 
treated uniquely, with few or no standard oversight and accountability 
practices in place to assure value for money. External auditors may not be 
empowered to examine security sector spending. Parliaments may simi-
larly not be permitted to engage in oversight, or they may simply have 
little capacity to undertake it. Procurement may be secret, with no process 
for assuring proper pricing of bids. Internal auditors may not exist, or 
they may be compromised by lacking the authority or ability to share 
their findings with civilian policy officials nominally in charge of the secu-
rity sector.

One important effect of applying the principles of sound public 
finance to the security sector would be to improve mobilization of 
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resources, which is a challenge in developed and developing countries 
alike. An emphasis on financial probity, integrity, and transparency 
would encourage the efficient, effective, and accountable allocation of 
resources to the security sector. External financing of the sector has been 
a process of trial and error for development actors, particularly in terms 
of how to engage with the sector, which has traditionally been outside 
most development programming. According to the OECD, “aid to the 
security sector comprises a small amount of all sector-allocated aid” 
(some 1.4 percent for security and 3.1 percent for related justice). In 
2012, aid allocated to building the security sector in fragile states totaled 
only $858 million.34

These figures do not include direct military assistance, which runs into 
several billions of dollars (and as yet is not globally measured).35 However, 
they confirm the assumption that the primary actors responsible for pro-
viding security to citizens will remain national governments (as well as 
other formal and informal actors working at the subnational and local 
levels). This finding parallels the general work on financing for develop-
ment, which has emphasized that in fact “for most countries, domestic 
resource mobilization is the largest resource available to fund their 
national development plans. A country’s ability to mobilize domestic 
resources and spend them effectively . . . lies at the crux of financing for 
development.”36

Given that governments play this primary role in providing security, the 
PER represents a powerful tool for them, one that can help them strengthen 
the legitimacy, effectiveness, accountability, and modernization of their 
security services.

Public Expenditure Reviews
What Is a PER?

A PER is an analytical instrument that examines government resource allo-
cations within and among sectors, assessing the equity, efficiency, and effec-
tiveness of those allocations in the context of a country’s macroeconomic 
framework and sectoral priorities. In addition, a PER identifies the reforms 
needed in budget processes and administration in order to improve the effi-
ciency of public spending. PERs may focus on critical economic policy ques-
tions, such as affordability and sustainability, or they may focus on public 
financial management (PFM) and assess the quality of budget execution. 
The latter highlights the control and management functions and mecha-
nisms in place to ensure that public monies are used correctly for their 
intended purposes, are deployed quickly and efficiently, and are properly 
accounted for.

Governments and donor partners are increasingly using security and jus-
tice sector PERs to inform their decisions about sectoral development. 
Security and justice sector issues have traditionally been addressed from 
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strategic, policy, and operational perspectives; examining these sectors 
through the public finance lens serves a number of important purposes that 
might otherwise not be met:

• A PER usually starts with an institutional mapping that throws light 
on the security sector management structure, the key actors and their 
functions, and the way in which the political economy of the sector 
affects the quantity and quality of resource allocation.

• A public finance perspective addresses the question of whether pro-
grams have adequate and sustainable resourcing, without which they 
are at best ineffective and at worst likely to create additional sources 
of conflict and violence.

• Where security forces seek the necessary finance for modernization 
and professionalization, a public finance perspective accounts for 
value for money and so can justify additional resources from national 
budgets and development partners.

• A PER can make explicit the resource allocation trade-offs underlying 
different policy options; in particular, it can help address the tendency 
of security sector resourcing to absorb a huge share of scarce public 
resources and crowd out other activities required to rebuild the nation 
politically, socially, and economically.

• A PER can address the way that financial management of the security 
sector reflects on the legitimacy of governments to both domestic and 
external stakeholders. Security and justice service provision are the 
fundamental public goods that states are expected to provide their 
citizens; and sustained and accountable financing of the sectors is a 
critical ingredient for that role.

In other words, the PER integrates the security sector within the overall 
public sector by way of the budget process. The national budget provides 
the financial basis for the delivery of government functions and the imple-
mentation of public policies. By balancing competing objectives, it allows 
the government to strategically allocate scarce public resources to achieve 
the greatest public good. It also promotes accountability by associating 
public funds with specific government services.

Figure O.2 describes the relationship between the preparation of a secu-
rity strategy, in this case for defense, and the wider government budgetary 
process. The two processes are essentially parallel to each other, and while 
some special considerations apply to sensitive issues such as secret bud-
gets, security sector budgeting should follow the same path as other public 
sector entities. Once the budget is formulated, that is, it follows the stan-
dard procedure for all sectors and goes through execution, oversight, and 
performance.

There are, however, potential points in the budget cycle where the secu-
rity sector may be treated differently from other government sectors and 
line ministries. These are summarized in table O.1.
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Figure O.2 The Security Sector in the Budget Cycle

Source: Adapted from Ball and Holmes 2002.
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Obviously, full integration of the military sector into the national budget 
process requires that the military be subject to the same regulations as other 
line ministries. In most countries, these regulations are issued by the minis-
try of finance, which is responsible for regulating and administering the 
budget process.

What Is the Rationale for Doing a PER?

The PER should be regarded as a tool to assist governments and donor 
partners in making key “over the horizon” policy and operational 
 decisions in the security sector, through the particular perspective of 
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Table O.1 The Budget Cycle and the Security Sector: Defense Compared with 
Standard Practice

Budget cycle phase International practice Defense treated differently?

Budget planning 
and formulation

Sector strategies are developed. Defense strategies may be kept secret, 
or official strategies may differ from 
strategies actually followed. Thus it can 
be difficult to assess the relationship 
between strategy and budget.

Medium-term expenditure estimates 
are formulated.

No

All sectors compete for funding 
based on priority and performance at 
cabinet level.

Treatment of defense is highly depen-
dent on context; need for funding could 
be assessed by a security subcommittee.

Budget proposals are all subject to 
the same scrutiny by the budget 
office.

Security clearances are required for 
budget staff dealing with defense 
budget.

Funding set aside for specific contin-
gencies is subject to clear criteria.

There may be a rationale for a  separate 
security contingency fund, although 
sudden events are usually met by 
a general government contingency 
budget. 

Legislative 
scrutiny 

All spending is subject to the same scru-
tiny through the committee system.

Issues of national security can be han-
dled in closed committee hearings. 

Information should be sufficiently 
detailed to allow the legislative to 
call the executive to account.

Scrutiny depends on the security con-
text: the more insecure the country, 
the more secret legislative scrutiny is. 
It also depends on the political regime: 
many developing countries give a 
minor role to Parliament in the budget 
process, especially for defense.

Budget execution Funds are released to departments in 
accordance with budget appropria-
tions; clear rules exist for addressing 
shortfalls. 

Budget execution sometimes obeys 
specific procedures, as for global 
grants, escrow accounts, absence of 
complete reporting, etc.

Monitoring and 
reporting

All expenditures are reported along 
appropriation lines to (i) accounting 
office and (ii) legislature.

No

End-of-year financial statements are 
available in a timely manner.

No

Annual reports on operations, includ-
ing performance, are published.

Reporting is modified to reflect legiti-
mate national security considerations.

External audit All expenditures are subject to an 
external audit:

• Financial statements are given 
to legislature.

• Legislative committee system 
acts upon recommendations of 
audit reports.

• Legislature has the capacity to 
call executive to account on 
audit recommendations.

Auditing of sensitive issues in defense 
needs appropriate security clearance, 
and legislative meetings may be closed. 
Sometimes, the weakness or absence 
of external audit can be replaced 
by a strong internal audit or inspec-
tion reporting to the highest defense 
authority.
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public finance. Historical and current data and analysis may be used to 
make future projections and provide decision makers with key options on 
critical issues in national defense as well as criminal justice, public order, 
and policing.

The rationale for undertaking a PER will vary according to context and 
the government’s preferred focus. However, a PER in the security sector 
can generally signal a number of objectives on the government’s part, 
including the modernization and professionalization of the sector; it can 
also signal the possibility of some movement toward cost-effectiveness, 
even if actual budget cuts are not envisaged. In this way, the rationale of a 
PER in the sector is aligned with the generic objectives of sound public 
expenditure management, as follows:

• Fiscal stability and affordability. The objective is to maintain control 
of a country’s overall fiscal position. To this end, government budgets 
need to be realistic and affordable. Thus “the security sector should 
be fully incorporated into the annual budget formulation process, 
subject to aggregate fiscal constraints and sector ceilings like any other 
sector and fully incorporated in medium-term fiscal projections and 
planning.”37

• Allocative efficiency. The objective is to balance competing demands 
and allocate scarce public resources where they will have the great-
est benefit. This is one of the most difficult tasks of the ministry of 
finance; the security sector in general usually takes a large share of 
the national budget. The government therefore has to offset demands 
from the military against those of other sectors. In turn, within 
other sectors—for example, criminal justice—there must be a well- 
balanced prioritization between the competing subsectors, in this 
case crime prevention, police, judiciary, prosecution and legal aid, 
and corrections. It is also important here to analyze all sources of 
revenue and types of expenditure broken down into assets as well as 
recurrent costs.

• Operational efficiency and effectiveness. The objective is to achieve 
outputs and outcomes that are economical, efficient, and effective and 
so get the most out of all funds expended. This aim applies to the 
security sector just as it does to other sectors. Value for money and 
achievement of targets can be difficult to measure, particularly in a 
potentially “static” sector such as the military, where nonperfor-
mance may be in fact a sign of good performance (i.e., deterrence of 
any external threats).

• Fiscal transparency and accountability. The objective is to provide 
open and transparent access to financial decisions and data so that 
government officials can be held accountable for their actions. 
Governance, oversight, and civilian control of the security sector 
are  often the rationale for SSR as a whole, and they are particu-
larly important in terms of accounting for public expenditures in an 
area  that often presents itself as a “black box” to public scrutiny. 
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The state-owned enterprises that operate in the security sector may 
use noncommercial accounting principles with unclear accountability 
structures, making their impact on the treasury or fiscal balance simi-
larly unclear.

• Reporting on external assistance. The objective is particularly impor-
tant for low-income countries and those emerging out of conflict, 
whose governments may be in receipt of significant external support 
from donor partners, as well as revenues from peacekeeping opera-
tions or hardware sales. Often such support can be ad hoc and off 
budget, and a PER is a useful mechanism by which to obtain a better 
picture of that support and its sustainability.

Ultimately, the reasons for undertaking a PER have to be drawn from a 
dialogue with the government, including the key stakeholders within the 
security and justice sectors. Such a dialogue can only be built upon trust 
between the different stakeholders and the pursuit of key benefits that may 
arrive with public financial reform, such as greater external on-budget 
financing or savings from better efficiency and effectiveness in service 
delivery.

What Are the Entry Points for a PER?

Like the rationale, the specific triggers for undertaking a PER vary subject 
to context; these are summarized in table O.2.

Given the sensitive and confidential nature of security sector spending, a 
successful PER will be contingent on trusted relationships—either between 
government actors (such as principals in ministries, departments, and agen-
cies), or between the government and external partners. This is true regard-
less of the specific entry point for the PER.

How Is a PER for Security Conducted?

There is no fixed methodology for undertaking a security sector PER 
because the scope of a PER is so dependent on context. A potential outline 
of steps is shown in table O.3.

It needs to be emphasized that the issues raised by a PER can be very 
sensitive for a government, particularly when international partners are 
involved in the review. SSR is thus intensely political, involving differing 
and sometimes competing national interests. As the OECD explains:

Experience shows that reform processes will not succeed in the absence 
of commitment and ownership on the part of those undertaking reforms. 
Assistance should be designed to support partner governments and stake-
holders as they move down a path of reform, rather than determining that 
path and leading them down it. A major problem in the area of security 
system reform in some regions . . . has been a lack of local input to and 
ownership of the emerging reform agenda. This issue is most significant in 
“difficult partnership” countries.38
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Table O.2 Entry Points for a Security Sector Public Expenditure Review

Type of change Examples

Political: changes in political 
conditions at home, among key 
allies, or among adversaries

Elections or change in administration

Change in public opinion

Legislative scrutiny or change in legislative attitudes

Peace accord implementation

Implementation of international obligations, such as European 
Union accession requirements

Human rights review

Economic: changes in expendi-
ture caused by macroeconomic 
or fiscal shocks, or changes in 
the way economic resources are 
allocated and controlled

Change in the fiscal space or resource envelope available due 
to changes in revenue

Realignment of national spending priorities

Reduction in defense expenditure by allies 

Response to increased defense spending by neighbors or 
adversaries

Macroeconomic shocks

Adoption of medium-term expenditure framework 

Institutional or process reforms to strengthen government-
wide financial management

Security: changes in national, 
regional, or international secu-
rity context

Security sector reform program sponsored by the domestic 
government or an international partner

Strategic shock resulting in the redefinition of security threats

Adoption of a sectorwide all-inclusive approach to government

Internal security challenges, including civil unrest

Public safety and security pressures created by organized crime 
and violence 

Border tensions

Implementation of arms control, transnational crime, or other 
international obligations

Arrival or withdrawal of international military or peacekeeping 
force

Updated defense/criminal justice planning assumptions follow-
ing fragility analysis or threat assessment

Defense review initiating either defensewide or individual ser-
vice reform 

Accountability and military effectiveness issues

Major equipment procurement decisions

Interservice rivalries, including redefinition of investment 
priority
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Table O.3 Key Steps for Undertaking a Security Sector Public Expenditure Review (PER)

Step Key issues

Preliminary steps

1.  Government 
consultation and 
ownership

There must be traction within security sector ministries, departments, and 
agencies as well as finance ministries. Clarity should be achieved on the 
following issues: (i) scope—e.g., whether to include both economic policy 
and public financial management (PFM) issues, whether to include all secu-
rity actors or focus on one subsector (defense or criminal justice); (ii) legal 
restrictions on freedom of information; (iii) the PER’s focal points; and 
(iv) the existence of an explicit request for assistance (where international 
partners are involved). 

2.  Establishing a 
PER team

A government or international practitioner team—one with the skills 
needed to cover both the political/security and public financial aspects of 
the review—is selected to carry out the PER. The team should be given an 
appropriate time frame for the work and should be properly resourced. 

Analysis of context

3.  Political security 
context

The team analyzes the political, security, social, and economic contexts, 
including the relevant international treaties (peace agreements, sanc-
tion regimes, etc.), participation in regional organizations, and key security 
threats, challenges, and patterns over time. This effort should include aspects 
of gender as well as analysis of underlying drivers of fragility if appropriate. 

4.  Macrofiscal context The team describes and analyzes the various macrofiscal scenarios (over-
all government revenues versus expenditures, economic growth potential 
and risks) in the short, medium, and long term as well as the budgetary 
implications of the macrofiscal context for the different sectors (not only 
the security sector). 

Understanding the sector

5.  Institutional and 
functional mapping

The team examines the key institutions (state and nonstate) and their func-
tions at all levels (central down to local), along with the key actors and their 
relationships and interests.

6.  Strategic and policy 
objectives

The team identifies the sector or subsector national strategy, related pol-
icy papers, and key documents for the various subsectors and related 
legislation. 

Analysis of the key economic policy and PFM issues

7.  Public expenditure 
policy 

The team analyzes the situation of the security sector within the overall 
fiscal framework; the realism and affordability of the overall envelope; the 
efficiency of subsector allocations; the effectiveness and efficiency of oper-
ations; and the systems for strengthening civilian oversight, accountability, 
and governance. 

8. Scenarios In light of the macroeconomic framework, available resources, political 
security context, and security objectives, the team determines financing 
scenarios for the government going forward.

9.  Public financial 
management 

The team analyzes the systems and processes in place for budget cred-
ibility, comprehensive and transparent budgeting, policy-based budgeting, 
predictable and controlled budget execution, recording and reporting, and 
external scrutiny and audit. 

Conclusions

10.  Options and 
recommendations

The team describes options and makes potential recommendations. A pro-
cess should be devised to ensure incremental implementation of the rec-
ommendations and continuing buy-in from the various line ministries. 
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Consequently, early consultation within the government about the 
objectives of a security sector PER—and the role of international 
 partners—is essential to the success of a PER exercise. National owner-
ship is central to the “aid effectiveness” policy of donor countries; but it 
is important to move beyond the rhetoric to ensure that such ownership 
exists.39 Further, if international partners are involved, they may call for 
rapid results and timelines, and these may be difficult to impose on a 
political context that requires time for consultation and client feedback. 
In many instances, despite the presence of significant levers such as 
 international support, local political interest does not allow for reform to 
take place.40

Understanding Context
The Security Context

The term “security” is ambiguous, difficult to define, contested, and subject 
to wide treatment in the literature.41 It is thus “a powerful political tool in 
claiming attention for priority items in the competition for government 
attention.”42 A PER team will need to review government documents and 
consult with key interlocutors to determine what those priority items are. 
Typically they cover a number of different security dimensions, including 
the following:

• National security. This dimension involves the protection of the sov-
ereign state, including territorial borders and population, from exter-
nal threats; it is further elaborated to include both objective measures 
(e.g., the absence of threats) and a subjective sense (e.g., the absence 
of fear of attack).43

• Individual or citizen security. Originally outlined by the UNDP in 
1994,44 this dimension is now more narrowly defined by the 2011 
World Development Report as “freedom from physical violence and 
freedom from the fear of violence. Applied to the lives of all the mem-
bers of a society (whether nationals of the country or otherwise), it 
encompasses security at home, in the workplace and in the political, 
social, and economic interactions with the state and other members of 
society.”45

• Terrorism/political violence. UN Security Council Resolution 1566 
(2004) defines terrorism as “criminal acts, including against civil-
ians,  committed with the intent to cause death or serious bodily 
injury, or taking of hostages, with the purpose to provoke a 
state  of  terror in the general public or in a group of persons or 
 particular persons, intimidate a population or compel a government 
or an  international organization to do or to abstain from doing 
any act.”

• Economic security. This dimension involves threats to economic, 
financial, and commercial systems.
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• Cybersecurity. This dimension involves threats to national informa-
tion systems, technology breaches, and virus attacks.

• Environmental security. This dimension involves threats related to 
human-made disasters, including dumping of toxic waste, as well as 
the global implications of climate change.

• Criminal security. This dimension involves threats arising from orga-
nized crime, including trafficking in drugs, people, arms, or contra-
band goods.

Another useful typology of security challenges distinguishes between 
major organized political violence, localized collective violence, and indi-
vidual violence. Breaking these categories down (see figure O.3) demon-
strates the variety of risks that societies and communities face, and the 
diversity of the challenges to which security sector agencies may be expected 
to respond.46

The PER undertaken in Liberia in 2012 offers an example of how a PER 
takes the security context into account. Here, although an army was in the 
process of being rebuilt with international support, the focus for the gov-
ernment was on internal security challenges around public order and local-
ized conflict (see box O.1).

The Macroeconomic Context

Another important context for a security sector PER is the wider macro-
economic context, which includes the general drivers of growth and 
sources of domestic and external revenue. Using current economic and 
fiscal data to make projections contingent on different variables, the PER 

Figure O.3 Types of Violence

•  Interstate wars
•  Intrastate wars
•  Irregular armed conflicts (e.g., guerrilla or paramilitary groups)

More or less
localized
collective
violence

•  Organized crime (and underground economies)
•  Communal violence (riots, pogroms, blood feuds)
•  Gangs
•  Scattered attacks (brawls, lynchings)

Individual
violence

•  Indiscriminate assaults, theft, robbery, crime
•  Domestic violence, child abuse
•  Family or private violence (e.g., over inheritance, property titles)

Major
organized
political
violence
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Box O.1 Liberia—National Security Strategy Focused on Internal Threats

According to the security sector Public Expenditure Review (PER) carried out by the World Bank and 

the United Nations during Liberia’s security transition, the country had been generally stable since the 

deployment of the United Nations Mission in Liberia (UNMIL) in 2003, but peace remained fragile in 

2012. Many of the remaining security threats were internal, including the tendency of minor incidents 

to escalate into large-scale violent confrontations beyond the response capability of the national 

police. High crime, an inadequate justice system, youth alienation, and land disputes remained seri-

ous conflict triggers. Moreover, structural conditions—including economic inequality, corruption, 

political exclusion, human rights violations, ineffective accountability mechanisms, and weak state 

institutions—heightened the risk that conflicts would escalate.

All of Liberia’s neighboring countries were undergoing some form of internal transition. Liberia 

remained vulnerable to disruption by regional political tensions or insecurity due to highly porous 

borders. Networks persisted for the illegal exploitation of natural resources and transnational crime, 

including the trafficking of drugs and other goods. Finally, the influx of refugees following the con-

tested 2011 elections in Côte d’Ivoire strained the state, and sizable refugee populations remained in 

volatile border areas.

Liberia’s 2008 National Security Strategy orients the country’s security sector. It defines national 

security in a holistic manner, incorporating issues ranging from democracy and rule of law to recon-

ciliation and the professionalism of security actors. The strategy identifies numerous internal threats, 

including poor rule of law and poverty; the large numbers of deactivated ex-servicemen (17,000) and 

ex-combatants (103,019 demobilized and an estimated 9,000 who did not benefit from reintegration 

programs); illegally held arms; land and property disputes; and ethnic tensions. The strategy’s objec-

tives include consolidating peace; developing a coordinated national security system; avoiding dupli-

cation of roles; recruiting staff in a transparent manner; conducting gender-responsive reform 

initiatives; establishing county and district security councils; creating democratic civilian oversight 

mechanisms; safeguarding the integrity, sovereignty, and political independence of Liberia; participat-

ing in regional security forces; establishing economic security and reducing poverty; and managing 

the environment and resources.

Although the National Security Strategy and sector-specific reform strategies are well designed, 

reform of Liberia’s security sector is undermined by deficiencies in coordination, oversight, and finan-

cial sustainability. While the national security strategy emphasizes the need for accountable and dem-

ocratic security architecture, reform of the sector has so far focused on developing the operational 

effectiveness of the security institutions. Mechanisms for accountability and coordination remain 

weak, and civilian oversight of the security sector is ineffective. Moreover, the PER noted that given 

the prevalence of internal security threats and the military’s external security remit, reforming the 

Liberia National Police and the border police was more critical than reforming the Armed Forces of 

Liberia in the short run.

Source: World Bank and United Nations 2012.

will need to estimate state revenues as well as other competing claims on 
state resources.

Historically there has been some consideration of the link between mili-
tary expenditures and growth, and in particular the idea of setting param-
eters around expenditure/growth ratios.47 In turn, there is a debate about 
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the relationship between growth and such expenditures, although the evi-
dence of either a negative or positive impact is mixed. This book takes no 
position on this question, favoring more a value-for-money approach: the 
critical question is not how much money is spent, but rather how well the 
money is spent.

As part of the effort to understand the macroeconomic context, the PER 
team will need to run a number of projections, particularly focusing on 
overall GDP growth, government revenue, and expenditure. This can be 
done even in data-poor environments such as Somalia (see box O.2).

The Fragility Context

The security and justice sectors in fragile and conflict-affected states (FCS) 
present particular challenges. The international community, notably the 
UN (and other actors such as the African Union), may be the main provider 
of security and justice services for these countries—for example, where a 
noninclusive peace agreement is in effect.48 Such contexts also include 
countries that are beset by urban crime and violence, a large part of which 
may be associated with organized crime, as in Central America.

Our general view here is that the findings and recommendations 
of  the PER process are as valid in FCS as they are in normal states, 
although a number of caveats apply. PER teams in FCS face some real 
challenges, ranging from scarce data to limited access to certain parts of 
the country (see table O.4 for a summary of issues specific to FCS). 
These obstacles highlight the importance of the process aspects of the 
PER exercise; the PER team may need a longer time frame than usual 
in order to ensure that minimal objectives for policy and system reform 
are achieved.

Box O.2 Somalia—Security and Justice Public Expenditure Review: Revenue 
Projections

A 2015 security and justice Public Expenditure Review (PER) undertaken in Somalia—a country that 

has not had a solid set of public statistics and national accounts since 1990—required revenue projec-

tions to compare with future security costs. For the purposes of the PER, projections were based on a 

set of preliminary national accounts built from household surveys undertaken by the World Bank and 

the International Monetary Fund.a The three revenue scenarios were primarily modeled using the ratio 

of revenue to GDP, changing under different assumptions in order to separate out the effects of the 

broader economy from the improvements in tax administration and policy that could lead to greater 

revenue for the public sector in Somalia. These were also compared with benchmark values of post-

conflict states and other states in Sub-Saharan Africa.

It is important to note that the levels of revenue collected in Somalia were extremely low  compared 

to those in other postconflict settings, not to mention in broader Sub-Saharan Africa (see  figure BO.2.1). 

(Box continues on next page)
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This can be explained primarily by the fact that most conflict incidences in the benchmark last about 

a year, whereas conflict in Somalia has lasted over 25 years. This lengthy conflict has considerably 

hampered the ability to structure and fund a state, as large parts of the population have no recollec-

tion of paying taxes to a central government. Moreover, Somalia is distinctive in that even prior to the 

fall of the Barre regime in 1991, it had exceptionally low revenue collection rates, relying instead on 

its geostrategic importance to the Cold War superpowers to fund its sustained deficits.b

The process of building an internally funded and sustainable financing model for the Somali state 

is likely to be a prolonged endeavor, in part because the population has not come to expect the level 

of services that most governments deliver in Sub-Saharan Africa. While this situation has resulted in 

other benefits, such as a relatively thriving private sector, it represents a particular governance and 

legitimacy challenge.

a. See further discussion in World Bank 2015.
b. World Bank 1990.

Box O.2 Somalia—Security and Justice Public Expenditure Review: Revenue 
Projections (continued)

Figure BO.2.1 Somalia’s Projected Revenue Paths Compared with Postconflict and 
Sub-Saharan African Benchmarks
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Table O.4 Issues of Relevance for Fragile and Conflict-Affected States (FCS)

FCS factors Impact upon the security sector

Type of political settlement A weak political settlement may be characterized by a weak political 
bargain between the competing stakeholders. This will affect decision 
making and coherence at the national level and in turn will impact the 
rationalization of security forces.

A military victory, of one party over another, may privilege the secu-
rity forces to such an extent that it will be difficult to incorporate the 
sector into the public financial management system and strengthen 
accountability and oversight systems.a

Weak institutional capacity Relevant challenges include the paucity of data and analysis on the 
sector, weak systems and controls in place, and the expectation that 
public sector reform results will take time. 

Limited oversight capacity Weak institutions both inside the state and outside mean that there is 
weak oversight and citizen control of the security sector. 

Legacies of conflict and 
violence

Armed conflict and violence may have resulted in extensive social 
trauma, including displacement, casualties, and physical destruction. 
A traumatized population possibly bearing continued grievances will 
require specific and carefully considered security and justice provi-
sion, including potential mechanisms for transitional justice.b

Role of the security sector FCS are characterized by the absence of rule of law, impunity of secu-
rity services, and prevailing insecurity. On one hand, governments 
and partners will want to prevent the security services from preying 
on civilians; on the other hand, functioning police and criminal jus-
tice institutions are needed to support governments in addressing 
violence and crime.

Weak macroeconomic 
position

Armed conflict most likely results in increased borrowing and greater 
debt combined with increased expenditures on the sector. In turn, 
a widespread conflict will likely harm the economy, prospects for 
growth, and revenue projections. 

External financing The financing of the security sector by external donors can lead to 
distortions and questions about sustainability and about recording of 
external funds (that is, whether on or off budget).c

Cost drivers Conflict or violent settings will result in several potentially high cost 
drivers for the sector, including (i) integration of armed groups into 
one army financed by the state, (ii) demobilization and reintegration 
of ex-combatants, and (iii) establishment of transitional justice mech-
anisms such as special courts. 

a. Adejumobi and Binega 2006.
b. Transitional justice traditionally comprises a number of components, such as (i) rehabilitation of the public 
sector, including criminal justice institutions; (ii) accounting for past crimes through prosecutions, truth telling, 
and reparations; and (iii) vetting of security sector personnel.
c. World Bank 2005a.

Gender and Security

The provision of personal security is highly gendered.49 Women’s and 
men’s security and justice needs—and their perceptions of the public 
services provided—can differ significantly. It is well known that in 
armed conflict the main casualties are women (and children),50 whereas 
in gang violence the main casualties are young men 15–24 years old. 
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In  turn, security services are generally dominated by men: in Canada 
women make up only some 18 percent of the police force; in the United 
States the share is smaller, at 12–14 percent. At high levels of govern-
ment, women’s representation in the security sector is very low: in 2008, 
women held 1,022 ministerial portfolios across 185 countries, but only 
6 of these were in areas of defense and  veterans’ affairs.51 It is thus 
important for the PER team to examine the particular aspects of gender 
from the strategic to the operational level. Some examples are outlined 
in box O.3.

Understanding Security and Justice Institutions

There are many tools available that can assist a PER team in assessing the 
security sector and in understanding its place within the country and gov-
ernment contexts.52 The security sector is most commonly defined by the 
types of institutions it encompasses. The two main international sources, 
the UN and the OECD DAC, define the security sector in similar, institution- 
based terms (see box O.4).53 Their examples of institutions comprising the 
security sector are illustrative; in reality, there are a wide variety of institu-
tions that fit into these broad categories, and the exact configuration of 
institutions varies by context.

A useful graphic (figure O.4) is used by the International Security Sector 
Advisory Team (ISSAT) in its assessment toolkit to set out the various com-
ponents of the sector and their interconnections.

In many societies, a number of institutions that are not funded through 
public revenues may also deliver public security and justice. These insti-
tutions include traditional, nonstatutory police as well as courts whose 
operations are either only partly or not at all codified in law and which 
are not funded through the tax system; examples are private security and 
community responses to criminality. While it is often assumed that the 

Box O.3 Examples of Gender Issues in a Security Sector Public Expenditure Review

• Recognition in government strategic priorities. The government may be seeking to respond to 

a number of specific concerns that relate to gender differentiations in violence and security, 

such as increases in gender-based sexual violence or in violence among youth around schools.

• Representation through governance and accountability. Auditory, judicial, and legislative 

accountability mechanisms, both internal and external, may include women to a greater or 

lesser extent; and the gender aspects of security and justice provision may be more or less a 

part of the normal sector discourse.

• Redress through personnel recruitment and prevention. The government may have a general 

priority to increase female enrollment in the armed forces or the police, or it may have specific 

targets to address specific needs, such as increasing women’s presence at control points on 

borders or seaports/airports (to check men and women), increasing specific female-staffed 

sexual crime units, or ensuring that particular security and criminal justice policies pay atten-

tion to gender issues such as sexual violence.
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Box O.4 Definitions of “Security Sector”

UN Definition

“The ‘security sector’ is a broad term often used to describe the structures, institutions and person-

nel responsible for the management, provision and oversight of security in a country. It is generally 

accepted that the security sector includes defense, law enforcement, corrections, intelligence 

 services and institutions responsible for border management, customs and civil emergencies. 

Elements of the judicial sector responsible for the adjudication of cases of alleged criminal conduct 

and misuse of force are, in many instances, also included. Furthermore, the security sector includes 

actors that play a role in managing and overseeing the design and implementation of security, such 

as ministries, legislative bodies and civil society groups. Other non-State actors that could be con-

sidered part of the security sector include customary or informal authorities and private security 

services.”a

Organisation for Economic Co-operation and Development (OECD) Development Assistance 

Committee (DAC) Definition

“The OECD DAC Guidelines on Security System Reform and Governance agreed by ministers 

in 2004 define the security system as including: core security actors (e.g., armed forces, police, 

gendarmerie, border guards, customs and immigration, and intelligence and security ser-

vices);  security management and oversight bodies (e.g., ministries of defense and internal 

affairs,   financial management bodies and public complaints commissions); justice and law 

enforcement  institutions (e.g., the judiciary, prisons, prosecution services, traditional justice 

 systems); and non-statutory security forces (e.g., private security companies, guerrilla armies 

and private militia).”b

a. UNSG 2008, 5; and UN Security Council Resolution 2151.
b. OECD 2007, 5.

processes of social and economic development will lead to an increase in 
formal responses to insecurity and a decrease in informal (nonstatutory) 
responses, in fact this has not always been the case, and many develop-
ing societies continue to have strong nonstate responses to crime and 
insecurity.54

Some Examples of Criminal Justice Institutions

Undertaking a security sector PER often entails understanding the various 
institutions that make up the criminal justice system. The police, prosecu-
tion service, criminal courts, and corrections are the core agencies of the 
institutional framework that most countries have adopted to respond to 
crime through investigation and prosecution of criminal activities, adjudi-
cation of criminal cases, and incapacitation and/or rehabilitation of 
offenders. At the same time, a range of other entities delivers important 
criminal justice services that have to be funded from the government’s 
budget. Legal aid and criminal defense services are among the more costly 
of these services—and they often remain underfunded, with serious conse-
quences for individual rights and justice system operations. Particularly as 
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societies increasingly recognize the importance of crime prevention, addi-
tional institutions join the criminal justice sector, such as services for 
youth at risk, school crime prevention services, employment and treat-
ment services for offenders, child protective services, and a range of public 
education efforts along with research and evaluation efforts—and all 
require funding.

Examining this complex institutional terrain will require an inventory of 
the organizations and actors involved. There is no standard institutional 
typology, and there is variation between common and civil law systems, 
depending on the legal framework. A PER needs to examine what links 
form the institutional chain, how the different institutions work together, 
and above all whether individual resource allocations add up to an effective 
systemwide whole. This was the approach taken by the World Bank in 
El Salvador, as detailed in box O.5.

Figure O.4 State and Nonstate Institutions of the Security and Justice Sectors
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Security Sector Advisory Team. Reproduced with permission from International Security Sector Advisory Team; 
further permission required for reuse.
Note: NGOs = nongovernmental organizations.
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Integrating Public Finance, Security, and Criminal Justice
Public Finance Policy

Over the last 20 years there has been a concerted push among both devel-
oped and developing countries to standardize and improve measures around 
PFM.55 The focus of that effort has been the strengthening of public budget-
ing in connection with two key elements of government:

 1. Public expenditure policy, particularly as it relates to fiscal stability, 
efficiency, and effectiveness

 2. PFM around functional aspects of budget implementation and systems.

Box O.5 Police and Criminal Justice Institutions in El Salvador

In June 2012, the World Bank completed a Public Expenditure Review of the security and justice sec-

tors in El Salvador. This was the first comprehensive assessment of the sector’s resource allocation, 

efficiency, and effectiveness. The analysis divided the security and justice institutions according to the 

main tasks they fulfill, and sought to evaluate the allocation of inputs (resources), outputs (specific 

services), and outcomes (citizen security). In El Salvador, several state institutions that are located 

under different branches of government execute five main tasks: (i) crime and violence prevention; 

(ii) police patrolling; (iii) crime investigation and formal indictment; (iv) presentation to court and judi-

cial resolution; and (v) sentencing, supervision, imprisonment, and rehabilitation (see figure BO.5.1).

Figure BO.5.1 Security and Justice Sectors: Tasks and Institutions
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Public expenditure policy (also termed macroeconomic and fiscal 
 policy) concerns the overarching balance sheet of the government—that 
is, its revenues and its expenditures. The goal of macroeconomic and fis-
cal policy is to achieve potential output, full employment, and macroeco-
nomic stability, which together provide the economic foundation for 
sustainable growth.56 Of central importance is the fiscal deficit: the 
 government cannot spend more than it collects through taxation and 
 borrowing beyond the short run. High debts and high inflation are desta-
bilizing. The government must therefore set and adhere to fiscal targets 
related to debt sustainability and fiscal balance. Doing so requires rea-
sonably accurate revenue projections and a comprehensive process for 
estimating current and potential expenditures. The framework for 
 analyzing public finance is based upon existing World Bank tools (as well 
as those of the International Monetary Fund) that focus on critical 
 economic policy issues.57

PFM is concerned with the management and controls around the use 
of  public funds. PFM particularly focuses on the budget process, 
resource allocation, the way expenditures are made (such as for public 
service payroll or  capital investments), and the way public funds are 
accounted for. The Public Expenditure and Financial Accountability 
(PEFA) framework is now the internationally recognized tool for assess-
ing and measuring budget planning, implementation, and control along 
a series of indicators, including (i) budget reliability, (ii) transparency 
of public finances, (iii) management of assets and liabilities, (iv) policy-
based fiscal strategy and budgeting, (v) predictability and control in 
budget execution, (vi) accounting and reporting, and (vii) external scru-
tiny and audit.58

There is considerable overlap between these two areas of public 
finance. However, ultimately the former concentrates on the big policy 
questions that concern the national budget, and the latter focuses on how 
the system is run. We can see this difference in the variety of security and 
criminal justice PER examples in this book, which include some that 
emphasize policy issues relating to the affordability and sustainability of 
the security sector, and others that emphasize questions of efficiency con-
trol and oversight.

The Security Sector and the National Budget System

The key question for government decision makers is to what degree the 
security sector is subject to the same budget policy and management stan-
dards as any other sector. The general trend in international practice is for 
the security sector to be treated differently, for these reasons:

• Many governments do not include security expenditures in their bud-
gets, and where budgets are included, they tend not to be disaggre-
gated (studies have shown a discrepancy between official statistics 
and actual expenditures).59
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• Key security actors, such as the military, are concerned about secrecy 
and confidentiality, which can impede attempts to strengthen trans-
parency and accountability and the undertaking of any kind of review.

• In the defense sector, and particularly in the military, oversight by 
external auditors is very limited during operations. Robust internal 
audit mechanisms can compensate, but normal practices used for 
other public sectors are not appropriate.

However, in most ways the security sector should not be treated differ-
ently from other sectors; with certain modifications, it should be incorpo-
rated into the regular government PFM system. The comprehensive 
integration of the sectors into the budgetary and public finance system is 
key to the creation of democratically accountable, modern, and profes-
sional security and justice services.

This integration can be prompted by undertaking a PER for the sector or 
part of the sector. Subject to the right conditions and incentives within gov-
ernment, it can be a very useful tool for finance agencies as well as for 
defense and interior ministries. The PER can serve as a platform to bring 
together security and other ministries and public agencies to discuss, negoti-
ate, and assess issues of resource allocation, institutional efficiency, and 
effectiveness on the basis of a numerate understanding of security sector 
costs and challenges.

We now discuss a number of these critical economic policy and PFM 
issues and see how they have been dealt with in PERs that have been under-
taken to date.

Affordability and Sustainability

The national budget must be affordable in the short and long run to be 
credible and ensure macroeconomic stability. Meeting this goal requires full 
integration of the security sector.60 The security sector often comprises the 
largest or one of the largest shares of the national budget; the question is 
how these expenditures equate with government revenues, including exter-
nal aid. This question is particularly important for low-income countries, 
and it is critical for low-income countries transitioning from war to peace, 
since these countries often have extremely limited domestic revenues and 
may also be facing peacebuilding challenges that come with significant price 
tags, such as army integration or demobilization (see box O.6).

Once sustainable aggregate spending levels are determined, government 
priorities—including defense, public order, and justice—can be weighed, 
current policies reviewed, and the budgetary impact of policy changes 
 estimated. To facilitate these steps, security sector expenditures should 
be  fully incorporated into medium-term fiscal projections based on life-
cycle costing of defense capabilities. For example, too often the military 
sector’s recurrent operation and maintenance costs are neglected, espe-
cially in fragile and conflict-prone states. If the national budget is not 
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realistic in its estimation of government expenditures, it will be irrelevant 
and never implemented. Moreover, if line ministries are allowed to spend 
indiscriminately, the result may be a “tragedy of the commons” scenario, 
where unrestrained revenue collection, deficits, and debt lead to adverse 
economic outcomes.61

Confronted with the challenges of tight resources, policy makers can 
use the PER exercise to identify potential savings and in certain instances 
realize increases in public expenditure. These increases can result from 
the following: (i) bringing off-budget expenditures into the budget; 
(ii) consolidating all security-related expenditures under the appropri-
ate functional headings; (iii) including adequate operation and mainte-
nance costs for equipment; (iv) setting appropriate salary and wage 
scales; (v) taking account of costs associated with downsizing, such as 
disbursement of pensions or settlements; and (vi) changing the shape of 
the military or police (for example, into a force reliant on smaller 
 numbers of personnel with greater mobility).62 Issues of this kind con-
cerned Liberia’s Ministries of Finance and Interior as the UN peace-
keeping mission drawdown approached; a PER focusing on affordability 
 questions helped to clarify what Liberia’s costs going forward would be 
(see box O.7).

Box O.6 Affordability Questions for Countries Emerging from Conflict

The government may face existential trade-offs between peacebuilding priorities and fiscal stability. 

A few examples are given below:

• Political versus fiscal stability. A government established under a peace agreement after con-

flict may seek to integrate ex-belligerents into one national army. This can be a very expensive 

exercise that is at odds with the demands for fiscal stability, but it may be justified in order to 

maintain political stability and keep the former warring factions at peace.a

• Transition from peacekeeping to government security provision. Some war-to-peace transi-

tions are accompanied by a UN Security Council–endorsed peacekeeping mission that pro-

vides basic security services during the life of the mission. As these peacekeeping forces 

depart, the government is expected to increase its own capacity to provide potentially expen-

sive security and justice services for the population.b

• Transition from external assistance to domestic revenues. Some war-to-peace transitions have 

been internationalized in character; in these cases, external actors as well as national actors are 

engaged in military interventions (as in Afghanistan or Somalia). Such external intervention 

can be accompanied by (at times significant) external financing to government security forces. 

The question is how long these external finances can be sustained and what happens when 

they diminish.c

a. See for example World Bank 2012b.
b. See for example World Bank and United Nations 2012.
c. See for example World Bank 2005b; World Bank and United Nations Assistance Mission in Somalia 2016.
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Box O.7 Liberia—Cost of Transitioning and Maintaining Security

According to the security sector Public Expenditure Review carried out by the World Bank and the 

United Nations during Liberia’s security transition, the United Nations Mission in Liberia (UNMIL) 

contributed to Liberia’s security reform efforts, helped establish the conditions for peaceful demo-

cratic elections and the transfer of power in 2011, and contributed to economic growth by reestablish-

ing peace and security, thereby allowing development opportunities to emerge.

Total UNMIL spending steadily declined from $723 million in FY2004/2005 to $512 million in 

FY2010/2011. These funds covered expenses related to military contingents, international civilian sala-

ries, information technology and communications infrastructure, and air transportation; personal 

allowances not spent within Liberia; mission funds spent in country on imported goods and services; 

and spending on locally produced goods and services. At the beginning of the mission, it was esti-

mated that local spending did not exceed 10 percent of the total but still boosted local income— 

primarily in Monrovia—by almost 10 percent of GDP.

It is expected that the ongoing provision of security services will cost Liberia significantly less than 

the costs incurred by UNMIL because not all functions will need to be replaced. Among the costs that 

can be eliminated are salaries and costs for UNMIL civilian personnel and the costs associated with 

protecting UNMIL personnel and assets. Moreover, the costs of Liberian security personnel and recur-

rent items are substantially lower than those under UNMIL. The average salary of a Liberian police 

officer, for example, is approximately $150 per month—much lower than that of a UN police officer, 

which is based on international standards. The total projected cost of providing security services in 

2012–2019 is $712 million—less than the costs incurred by the UN in the first year of its mission. 

Of  this total, ongoing security services are estimated to cost $546 million over the seven years 

 projected, with the annual cost increasing at the average inflation rate of 4 percent per year through 

2019. The remainder comprises the transfer of security functions from UNMIL over the seven-year 

drawdown—including costs associated with the Liberia National Police and the Bureau of Immigration 

and Naturalization—and recurring costs for proposed regional hubs under the Justice and Security 

Joint Program (see table BO.7.1). In the final analysis, the PER found that there would be a fiscal gap 

of some $86 million over the 2012–2019 period.

Table BO.7.1 Liberia’s Projected On-Budget Costs for Security Services, 2012–2019
$ million

2012/ 
2013

2013/ 
2014

2014/ 
2015

2015/ 
2016

2016/ 
2017

2017/ 
2018

2018/ 
2019 Total

Ongoing security services 69 72 75 78 81 84 87 546

UNMIL 
transition 
costs

Liberia National 
Police

11 12 14 6 7 8 10 68

Bureau of 
Immigration and 
Naturalization

4 3 4 3 4 4 5 27

Regional hubs 1 1 2 2 2 2 2 10

Other transition 
costs

23 8 7 4 5 6 6 61

Subtotal 39 24 27 15 18 20 23 166

Total 108 96 102 93 99 104 110 712

Source: World Bank and United Nations 2012.
Note: UNMIL = United Nations Mission in Liberia.
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Budget Credibility

A realistic and credible budget is fundamental for establishing fiscal 
 stability.  In terms of PFM, there are two ways that management of the 
 security sector often undermines budget credibility:

• Financial deviations. There is often a significant gap between approved 
budgets and actual expenditures of the security sector: “Systematic 
deviations are a sign of poor or deceptive budgeting [and] reduce the 
credibility of the budget hence weakening its role as a policy tool.”63 
Like planners in other sectors, security planners should provide for 
contingencies that can be exceptionally expensive (for example, armed 
conflict). In resource-constrained countries, actual expenditures may 
deviate significantly from the approved budget. In addition to provid-
ing insight into priorities, clarity on why deviations occur can help 
make the budgetary process more predictable. The reasons for devia-
tion may vary over time.64

• Confidentiality and moving off-budget. The degree of external 
 scrutiny of the security sector is often limited by legal and policy pro-
cedures related to freedom of information, confidentiality, and trans-
parency. On national security grounds it can be difficult to ascertain 
accurate budget details for the sector. This challenge is compounded 
when donor assistance is also given off-budget. In Sierra Leone, for 
example, more than half the total security sector expenditure in 2005 
was reported to be off-budget.65 Studies have found that deviations 
shielded by confidentiality can include significant security finances 
kept off-budget, revenues that are secretly banked, and accounts held 
overseas.66

Off-budget revenues were the subject of concerns raised by the 
Ministry of Finance in the PER for the Central African Republic in 2009 
(see box O.8).

Efficiency of Sector Allocations

Once a country has determined its overall resource envelope, the most dif-
ficult set of decisions then needs to be made about how to allocate those 
resources according to the different security sector priorities. At this point, 
internal government competition is inevitable and will lead to extensive 
negotiation within the different subsectors—e.g., between the army and air 
force or between the various components of the criminal justice system 
(police, judiciary, and corrections). A well-informed and empowered minis-
try of finance can play a useful role in mediating these discussions and 
assisting in decision making about final allocations. But such an exercise is 
challenging for a ministry of finance for a number of reasons:

• The budget may be held hostage. The security sector, particularly the 
military, may have a politically prominent position in government and 
therefore may demand high allocations without a solid justification.
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• There may be ideological differences over security and justice provi-
sion. The intense debates over what works in providing security are 
reflected in how governments prioritize their budgets. An example of 
this debate is the gradual shift in Central America away from mano 
dura policies, which use heavy, coercive measures to combat crime 
and violence,67 toward more preventive (and cheaper) interventions.

• International comparisons are not possible. The security sector is 
unlike other sectors in that very few international comparisons or 
standards are available to support decision makers in address-
ing critical questions, such as unit costs or numbers of personnel. 
This is partly due to the fact that financial and staffing figures 
are  rarely disclosed publicly, and that when disclosed they rarely 
follow common rules that could allow comparisons. The UN 
has some helpful guidance, particularly on population-based ratios 
for police and other criminal justice personnel.68 In addition, 
 comparisons can be made with neighboring countries, particularly 
those with similar population sizes, income per capita, and sources 
of revenue.

Box O.8 Central African Republic—Off-Budget Revenues

According to the World Bank’s 2009 financial management assessment of the Central African Republic, 

defense services generated considerable income in 2008, but the revenues were badly organized in 

their identification, legal framework, and budgeting.

One source of income was the sale of escort or guard services to private companies and interna-

tional organizations (soldiers accompany people in unsafe areas in the provinces). Extrapolating from 

payments for security services by the Bank of Central African States, the United Nations Development 

Programme, and the International Monetary Fund, the Public Expenditure Review team estimated that 

total revenues generated amounted to the equivalent of $680,000 in 2008.

Another source of income was fines issued by the gendarmerie; in the Bangui region, these came 

to $160,000 in 2008. According to legislation then in force, 30 percent of proceeds accrued to the 

Ministry of Defense and 70 percent to the Treasury. The Ministry of Defense was to split its share 

between the gendarmerie (25 percent to be managed by the régisseur  to cover miscellaneous items) 

and the army (75 percent to be managed by the national army’s treasury outside of any accounting 

cycle and without any form of accounts management). Theoretically, fines collected by the gendar-

merie in the provinces should flow to the national Treasury via Treasury special agents, but the central 

government has limited visibility and the amount collected is unknown.

Finally, the Battalion for the Protection and Security of Institutions, part of the Republican Guard 

reporting to the president and under the administrative control of the General Staff of the Armies, 

collected the airport security tax. This generated the equivalent of $260,000 in 2008.

In total, the Ministry of Defense generated the equivalent of $1.1 million in 2008. This is a signifi-

cant sum relative to the $16.2 million the ministry received in appropriations for 2009, and to the 

entire state budget of $78.3 million. To the extent these payments do not figure in the state budget, the 

revenues generated remain extrabudgetary income, or indeed secret income.

Source: World Bank 2009.
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The following inputs are useful for the process of making decisions about 
security sector allocations: (i) a well-articulated strategy setting out key tar-
gets; (ii) measures of good past performance; (iii) indications of how subsec-
tors relate to other subsectors (particularly important in the criminal justice 
sector); and (iv) empirical evidence from global experience on what interven-
tions work in security and justice provision. In contexts affected by fragility or 
conflict, the PER team will confront a number of particular challenges and 
issues where allocative efficiency is concerned. These are described in box O.9.

These discussions about allocation are where expenditure and security 
policy converge; and in light of sovereignty or mandate issues, there may be 
a limited role for external actors such as the UN or the World Bank.69 For 
matters relating to national security, the appeal to confidentiality and sov-
ereignty is understandable. However, as governments increasingly recog-
nize the close relationship between security and development outcomes, 
they are increasingly seeking policy advice from multilateral partners, par-
ticularly on matters relating to internal security and justice provision (such 
as what policies work, how to prioritize them, and what costs are involved). 
Two particular policy aspects are worth briefly considering here:

 1. Policy alternatives. Responses to insecurity and violence are usually 
broken down into the following components:

• Suppression, or the direct exercise of force (through the use of 
 military, paramilitary, or police) in response to instances of crime 
or violence

Box O.9 Key Strategic Issues in Fragile and Conflict-Affected States

Countries facing high rates of crime or violence or coming out of conflict face a number of particular chal-

lenges that need to be addressed in formulating security and justice strategies and in setting priorities for 

allocations:

• Contending domestic and international objectives of governments and partners. These objectives 

may not be coherent—e.g., counterterrorism, counterinsurgency, and counternarcotics objectives 

may outweigh peacebuilding and efforts to provide individual security and justice.

• Peace agreements. Peace agreements may comprise the bulk of security objectives and in fact 

replace a national security strategy by setting out priorities and key targets over a specific time 

frame. What is important here is that questions about affordability and costing are inserted during 

the peace process so that agreements are realistic and implementable. Here, the report on security 

sector reform (SSR) by the Secretary General of the United Nations (2008)a can be helpful in 

emphasizing that SSR issues should be addressed as early as possible in the peace process.

• Governance and accountability. In the drive to consolidate state authority (including by strengthen-

ing command and control over the security services), issues around accountability and governance 

may be ignored, which creates the possibility of dangers down the road in terms of governance 

and citizen oversight.

a. UNSG 2008.
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• Deterrence, or the use of military, paramilitary, or police in order 
to intimidate and discourage potential perpetrators

• Incapacitation, or the policy of taking offenders out of society 
through judicial means (such as imprisonment) or administrative 
means (such as internment during rebellion)

• Rehabilitation, or the process of reforming those who have been 
associated with crime and violence, such as those in prison or 
heavy drug users

• Prevention, including an array of interventions intended to prevent 
people from entering a life of crime and violence, from the systemic 
(such as reducing inequality) to the specific (such as job creation).

 2. Institutional alternatives. An important policy question concerns what 
institutions most effectively provide security and justice. Increasingly, 
the private sector plays a significant role in security provision, particu-
larly in urban areas for commercial and individual residences. The pri-
vate sector, including nonprofit organizations, is also involved in other 
areas of security provision such as demining. Private alternatives may 
be cheaper than public, although their use raises other regulatory and 
policy challenges.70

As a PER is carried out, intragovernmental discussions about allocations 
and sector ceilings can expand to a more comprehensive policy discussion 
about what security sector policies are appropriate in general, what are 
most effective, and what may be cheapest.71 These debates are held in devel-
oped as well as developing countries and involve the ideological contests 
referred to above.

Policy-Based Budgeting

A sound budget system is related to credible sector strategies, including a 
security sector strategy that (i) is based in context; (ii) relates to other gov-
ernment security actors (e.g., within the criminal justice chain); (iii) links 
with other relevant line ministries, departments, and agencies within gov-
ernment outside the sector; and (iv) has realistic and affordable targets. As 
important as the sector strategy is the process that produced it—a process 
that should allow for consultation and debate, ensuring links to key actors 
within the government (including the legislature) and outside the govern-
ment (including civil society).

However, few countries have formal security sectorwide policies, and 
even fewer have undertaken the broad security evaluation that ideally 
underpins policy and strategy development. Recent UN policy guidance 
emphasizes the importance of building a common national security vision 
and strategy in order to create sustainable and nationally owned security 
institutions.72

Although it is true that policy is ultimately what government does (not 
what it says it wants to do), formal policies and plans that articulate a 
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course of action are important. Clearly articulated policies make it pos-
sible to manage the finances of the security sector in a cost-effective man-
ner. In the absence of such policies, budgeting aims to maintain the 
previous year’s level of expenditure without assessing whether the con-
figuration of that expenditure will help to meet government’s priorities or 
deliver services needed by the population. Performance benchmarks are 
difficult to develop, and without them it is hard to monitor the use of 
security-related resources and assess the efficiency and effectiveness of the 
security sector. In the absence of a strategic plan tied to policy, countries 
risk not obtaining a level of security and justice commensurate with their 
financial outlays.

In an examination of government policy in the security sector (written or 
unwritten), there is no exhaustive checklist of issues to watch out for. Some 
critical issues that can arise concerning efficiency and effectiveness in the 
sector include the following:

• Sectorwide approaches. When subsectors of the security sector (mili-
tary, intelligence, police, judiciary, etc.) submit their own priorities 
unrelated to those of other subsectors, the result is fragmented 
approaches to common challenges and an absence of complementari-
ties and coherence.

• Recurrent versus capital costs. In low-income countries, the largest 
share of the security sector budget goes to recurrent costs, particularly 
personnel and equipment. A critical part of recurrent costs, opera-
tions and maintenance, is often overlooked or not budgeted for in the 
acquisition of new vehicles, weaponry, etc.

• Training and personnel. Low-income countries often prioritize per-
sonnel recruitment over training for professional induction into the 
security sector or capacity building for training institutions.

• Demobilization and pensioning. Policy may not account for the aging 
of the workforce or provide for pensions that are in line with generic 
civil service guidelines and standards. In turn, there may be little 
robust calculation of the costs of demobilization (particularly after a 
peace agreement) or military retrenchment in peacetime.

Some of the difficulties that arise when budgeting is not grounded 
in sector policy and strategy were identified in the 2013 PER in Niger 
(box O.10).

Operational Efficiency and Effectiveness

Under ideal circumstances, once funds have been appropriated for the 
various sectors, according to their strategies and priorities, they are used 
efficiently and effectively for their intended purposes. Efficiency in bud-
get execution involves PFM systems and processes, including procure-
ment, payroll, audit, and accounting, whereas effectiveness relates to the 
measurement of performance against targets/indicators of progress for 
the sector.
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Measuring effectiveness in the security sector is not an easy task; hence 
more often the focus is on input and output indicators such as unit costs, 
personnel trained and equipped, and the number of forces ready for deploy-
ment. As explained in more detail in the substantive chapters on defense, 
policing, and criminal justice, a disaggregated approach, treating each 
 subsector separately, is important here:

• Defense/military. Most often this security component is measured in 
peacetime based on the “state of readiness” to meet external threats, 
measured in terms of output indicators such as soldiers trained and 
vehicles or aircraft on standby. Evaluating performance of the mili-
tary is a sensitive area and usually left to ministries of defense and 
their bilateral partners.

• Criminal justice and policing. Performance standards across the devel-
oping and developed world are increasingly being used to measure 
performance in this subsector; standards range from measurement of 
crime and violence rates to public opinion and perception surveys.73

Box O.10 Niger—Security Strategy and Funding Mismatch

The World Bank’s security sector Public Expenditure Review (PER) in Niger identified multiple domes-

tic and external security challenges. The post-electoral crisis in Côte d’Ivoire in 2010, the war in Libya 

in 2011, the crisis in Mali in 2012–2013, deteriorating security in Algeria in 2013, and ongoing political-

religious tensions in northern Nigeria have combined to make the Sahara-Sahel region turbulent and 

conflict prone. Niger’s domestic risk factors include an immense territory with uneven distribution of 

population, endemic poverty, a high degree of political instability, and occasionally violent conflicts 

between the northern and southern areas of the country. In recent years, these risks have been mani-

fested in increased terrorist threats, kidnappings, and trafficking in drugs and other contraband.

In response, the Nigerien government increased security spending significantly, incorporated 

security in its planning processes, and introduced new border control measures. As a share of public 

spending, security spending increased from 13.8 percent in 2010 to 16.1 percent in 2012. This increase 

is generally consonant with other countries in the region. The composition of the security budget has 

changed to favor capital expenditure, which became the largest component in 2012, at 55 percent of 

the total. Personnel expenditure continued to comprise a large portion of the budget that same year, 

while funding for operations was reduced. However, the PER found the accuracy of Niger’s security 

budgets to be precarious. Numerous supplementary budget laws since 2009 revealed a lack of spend-

ing predictability, although this is justified by the deteriorating security situation.

Overall, the PER determined Niger lacked a genuine sectoral strategy that sets clear priorities. 

The multiyear security sector estimates were not realistic or achievable over indicated periods: “All 

things being equal, and without taking personnel expenditures into account, it would have taken over 

30 years to respond to the needs that were deemed priority needs.” Among the particular short-

comings of the multiyear sectoral estimates were the failure to include appropriations to compensate 

increased staffing levels; the absence of a detailed, transparent breakdown of security sector spend-

ing; the multiplicity of objectives and lack of forecasting of total costs; and a disconnect between the 

armed forces’ estimates of their requirements and the formalized sector strategy.

Source: World Bank 2013b.
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Box O.11 Components of Efficiency

To strengthen the efficient utilization of financial resources in the security sector, it is important to 

address the following issues:

• Sustainability. Over time, an unsustainable sector plan and programs will lead to ineffective 

capabilities. Sustainability will be achieved only if governments commit themselves to the 

approved plan, if all planning is done on full life-cycle costing, and if the defense budget is 

expended in the most efficient manner possible. Care must also be taken in planning to 

accurately evaluate the effect of currency fluctuations on the life-cycle cost of capital 

equipment.

• Contingency funding of operations. It is not desirable to budget for the execution of operations 

other than those that are routine and can be accurately planned well ahead of time. Most mili-

tary operations come at short notice and in the financial year for which the budget was devel-

oped and approved many months ago. Examples are peace-support missions, major disaster 

relief missions, and even limited war. Trying to budget for the unforeseeable runs a strong risk 

of misappropriating funds. It is preferable for the finance ministry to maintain a central contin-

gency fund that could be tapped into as needed. For large-scale contingencies exceeding the 

capacity of such a contingency fund, governments should revise the total budget both for 

departmental allocations and income.

• Tooth-to-tail ratios. Particularly in the military, efforts should be made to ensure the optimal 

tooth-to-tail ratio. All too often supporting structures and headquarters are bloated at the cost 

of operational capabilities. The size and capacity of support structures can be determined only 

once the force design has been agreed. Business process reengineering techniques can assist 

in solving this problem, but they will be effective only if top management is committed to this 

cause and ruthless in its application.

• Direct client/supplier relationships. In many defense forces certain structures exist for historic 

reasons only. Either because of the organizational culture or other interests, the client (e.g., a 

combat service) is forced to use the services of a certain organization and not allowed to shop 

for this service elsewhere. Clients should be allowed freedom of choice and be able to establish 

direct client/supplier relationships. If governments are under threat, however, then it may be in 

their interests to organize their support in house and to militarize all or part of the supply chain. 

Choices between these extremes may also vary depending on history and on the degree of 

readiness defined by the government.

Other potential solutions for the improvement of efficiency include outsourcing and public-private 

partnerships, improved collaboration between services, improved management information through 

better information technology, use of reserves, use of civilians in defense ministries, and improved 

management and leadership through education, training, and development. Of these, the use of bet-

ter information technology for strengthening information management systems might be the most 

crucial way to improve efficiency in defense organizations.

Source: Ball and le Roux 2006.

Measuring efficiency is a well-standardized practice under PFM. 
Particular aspects relating to the security sector are outlined in box O.11.

How to strengthen the efficient use of financial resources in the security 
sector was an important consideration in Mali after the Tuareg rebellion 
and coup d’état of March 2012. The coup by mid-ranking military 
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officers highlighted the deficiencies and inadequacies of the Malian army. 
At the request of the new Ministry of Finance, which was seeking to rec-
tify these failures, a PER was carried out that same year and identified 
practices and policies that were contributing to inefficient budget execu-
tion (see box O.12).

Governance and Accountability

PFM principles call for civilian oversight of the security sector and the 
sector’s increasing accountability to citizens, as represented by the exec-
utive and legislature specifically as well as the general public. Such over-
sight is needed because the instruments and agencies of the security 
sector designed to improve security can themselves be sources of insecu-
rity unless kept in check. An important aspect of that oversight is finan-
cial accountability and the capacity of civilian institutions to carry out a 
sound budget process, expenditure tracking, anticorruption measures, 
fair and competitive procurement procedures, and proper auditing and 
accounting.

A PER in the Central African Republic looked at these issues in relation 
to the auditing processes for the Ministry of Defense and found multiple 
problems (box O.13).

Box O.12 Mali—Budget Requests for Force Provision and Support

The World Bank’s 2013 report on financial management in Mali’s defense and police forces found 

that these forces were significantly underequipped, but noted that they were undergoing a massive 

 program of reequipping. In 2012 alone, the Malian armed forces acquired approximately 160 troop-

carrying vehicles, five tank carriers, two reservoirs for the air force, five power generators, communi-

cations equipment, light and heavy weapons, and some T-55 tanks. In total, the Ministry of Defense’s 

budget request estimated that, based on assessed requirements, 300 billion Central African CFA 

francs (CFAF) was needed to rebuild the army alone.

Resources for maintenance and upkeep were even scarcer than for rebuilding, and the weak 

budgetary system and heterogeneity of management methods did not facilitate optimal allocation 

of maintenance funds. The majority of funds were centrally managed by the Finance and Equipment 

Directorate, which decided on a case-by-case basis whether to honor requests for repairs or parts 

that were too costly for the various security forces. This practice caused delays detrimental to the 

training and operation of security forces. Annual allocations to the security forces themselves 

included less than CFAF 50 million for the army, CFAF 30 million for the police, CFAF 25 million for 

the gendarmerie, CFAF 12 million for the national guard, and no funds at all for the air force. 

A supplementary appropriation for the army provided no more than CFAF 500 million. Inadequate 

as they were, these allocations were often channeled to other uses, exacerbating the degradation 

of matériel. Overall, the inadequacy of follow-up and funds for effective upkeep and maintenance 

threatened the usability and sustainability of new investments provided for in the Ministry of 

Defense’s budget request.

Source: World Bank 2013a.
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Management of Assets and Liabilities

Managing assets and liabilities is particularly complex when the security 
sector is directly involved in running parts of the economy, either to provide 
an input into defense or for profit.74 For the purposes of the current review, 
asset management is considered the more important of the two concerns.

The operation and maintenance of equipment used to execute various 
functions ranging from personnel transport (cars and trucks; aircraft) to 
combat (light weapons, munitions, and complex weapon systems) will be at 
a premium in the military, and the processes and resources in place for the 
maintenance and operations of such assets are fundamental. One study 
found that “armed forces can improve both the efficiency and effectiveness 
of their maintenance repair and overhaul function by as much as 60 per-
cent, but doing so requires fundamental changes to organization, processes, 
and mindsets.”75 Even in the least-resourced security sector institutions, 
where most assets do not have a high capital value, basic systems (e.g., 
vehicle fleet management) are important for maximizing efficiency and 
reducing corruption.

Box O.13 Central African Republic—Internal Audit Does Not Meet Standards

The World Bank’s 2009 financial management assessment of the Central African Republic found that 

internal audit for the Ministry of Defense failed to meet international standards of professionalism 

and independence. In 2005, the Inspectorate General of the National Army (IGAN)—the main agency 

for internal audit in the Ministry of Defense—was attached directly to the defense minister’s depart-

mental staff. The office was led by a lieutenant, had a staff of five, and received operational resources 

from the defense minister. Its oversight authority depended on the trust of the minister, and was 

limited to the administrative and financial control of management; the office may also have exercised 

some control over exceptional revenues derived from benefits granted to private actors. The chief 

weaknesses of the IGAN were its precarious legal authority, funding, and stature within the military 

hierarchy. Its existence and resources derived from the defense minister and were not provided 

for  in  law. And even with the support of the minister, it was difficult for a lieutenant to stand his 

ground during audits and command respect from officers three or four levels his superior in the 

 normal hierarchy.

The IGAN reflected a broader trend in the security sector, where presidential, interministerial, and 

ministerial general inspections had been replaced with new authorities in which the executive had 

more faith. The result was a mix of small inspection or auditing departments with no link between 

them and without any guarantee of compliance with international standards. This trend created a 

number of weaknesses, including auditors’ lack of independence from the executive hierarchy; the 

absence of an auditing approach based on thorough and objective risk analysis; the absence of plan-

ning and approval for annual audit plans by a higher echelon; a lack of professionalism and training 

among auditors; and the absence of respect for adversarial proceedings. These weaknesses, in turn, 

made detecting fraud and irregularities more difficult, and increased the risk that members of the 

defense hierarchy would use internal inspection and audit offices for personal or political purposes, 

and not to improve defense efficiency or outcomes.

Source: World Bank 2009.
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In certain countries, particularly where there has been internal armed 
conflict (or the risk of it), arms management and destruction is a key 
issue. A number of agencies support the improved storage, securing, and 
management of weapons and munitions, including weapon-marking 
programs and the destruction of surplus, obsolete, or unstable weapons 
and munitions. This support may enable security forces to professional-
ize and modernize their weaponry, as well as to manage both the risks 
of unplanned explosions at munitions sites (UEMS) and the risks associ-
ated with diverting arms to the illicit market.76 Assistance programs 
specific to national context and developed with national authorities 
might include systematic assessments, technical guidance and advice, 
operations in response to assessed priorities, and training and capacity 
building.

Certain challenges entailed in managing security sector assets were iden-
tified during a security sector PER in Niger in 2013; they are described in 
box O.14.

Box O.14 Niger—Asset Management Institutions and Practices

According to the World Bank’s 2013 Public Expenditure Review of Niger’s security sector, asset man-

agement is a major challenge following the country’s fivefold increase in security investments in 

2010–2012. These investments have an enduring financial impact. Unless they are maintained, the 

investments will not be available for use, but maintaining them requires recurrent expenditures for 

supplies and human resources that could result in cuts to other sectors. A strong asset management 

capacity has two advantages: it helps ensure that equipment is efficiently allocated to operational 

units, and it helps reduce transparency risks and prolong the life of the equipment, which contributes 

to a better economic return on the investments.

Several departments in the Nigerien Armed Forces are responsible for managing equipment: 

the Central Department of Military Intendance, the Central Department of Equipment, and 

the  Department of Infrastructure. The Central Department of Military Intendance purchases, 

 transports, stores, and distributes equipment procured from the civilian market and also audits 

expenditures and stocks accounts. The Central Department of Equipment is responsible for 

armored cars and vehicles, munitions, and the supply and accounting of equipment. Finally, the 

Department of Infrastructure is responsible for the supply, storage, and distribution of hydrocar-

bons. The police and gendarmerie have separate asset management and logistics departments, 

and pooled asset management between the security forces is not common. Overall, the person-

nel in charge of equipment are insufficiently trained, and departments could benefit from proce-

dure manuals.

Internal control of asset management is largely on paper, and given the regular power outages 

and limited backup capacities, the weakly computerized system is likely to persist. When procured 

equipment is received and accepted, it is recorded in a central equipment registry; the Nigerien 

Armed Forces records its equipment in spreadsheets, while the national guard uses a Microsoft 

(Box continues on next page)
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Predictability and Control in Budget Execution

A critical part of the public financial dimension of security is ensuring that 
the expenditures are used efficiently and for their intended purposes. 
Budget execution covers a number of PFM areas ranging from internal 
controls over payroll, for example, to procurement procedures, and is at 
the heart of understanding the coherence between a planned and actual 
budget. This is the part of a PER analysis that potentially comes the closest 
to an audit in terms of understanding how security sector institutions 
spend their allocations. Two issues are highlighted here, payroll/corrup-
tion and procurement.

The payroll system (including personnel registration and verification of 
payments and allowances) is often one of the largest shares of the security 
budget and is a regular source of corruption. Typically, a percentage of sal-
ary payments to lower ranks is misappropriated, or “ghosts” are created 
and their wages embezzled. One of the more notable examples of efforts to 
discourage corruption—the European Union’s work in the Democratic 
Republic of Congo—is described in box O.15.

Where procurement is concerned, there should be little difference 
between public expenditure management in general and public expenditure 
management in the military sector.77 Defense procurement and acquisition 
should be carried out according to the same principles that guide public 
sector procurement in nonmilitary areas: fairness, impartiality, transpar-
ency, cost-effectiveness and efficiency, and openness to competition.78 In 
addition, it is essential that all major projects for all forms of public sector 
procurement and acquisition be subject to high-level consultation and eval-
uation. Box O.16 presents a generic procurement process, applicable to all 
sectors of government.

Word file. Depending on the type, the equipment is kept in central stocks until deployed or distrib-

uted directly to individual units. Recurrent needs, such as spare vehicle parts, are kept in stock and 

made available when requested. Other equipment is stocked on a quarterly basis or procured as 

needed. Inspections of equipment and stocks are usually conducted annually, but shortage of 

 personnel means the planned periodicity is not always respected. Vehicle disposal is controlled by 

the Ministry of Finance, with revenues accruing to the Treasury. Weapons disposal is under the 

control of the Commission on Illegal Arms of the Economic Community of West African States. 

Finally, the responsibility for repair and maintenance depends on the degree of specialization 

required, ranging from the user of the matériel, to the company level, battalion level, centralized 

repair, and finally an external vendor. Maintenance of aircraft and armored vehicles is done by 

international service providers, whereas lighter vehicles are repaired domestically subject to pub-

lic procurement rules.

Source: World Bank 2013b.

Box O.14 Niger—Asset Management Institutions and Practices (continued)
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Procurement decision processes may fall outside regular frameworks and 
processing. Ad hoc exceptions to normal procedures can include direct 
 government-to-government weapons deals, sole-sourcing of contracts, 
secrecy surrounding tender requirements, and preference for certain domes-
tic suppliers.

At the same time, except for procurement of nonlethal works and com-
modities (such as clothing, food, fuel, etc.), defense procurement does 
exhibit some distinctive characteristics. These include (i) the relative impor-
tance of cost in determining which bid is accepted, (ii) the confidentiality 

Box O.15 Democratic Republic of Congo—Chain of Payments Project to Discourage 
Corruption

The European Union mission to provide assistance for security sector reform (SSR) in the Democratic 

Republic of Congo was established in 2005. It was originally mandated to assist in the process of 

integrating the various armed groups into the national army and to support good governance in the 

field of security. One of its first initiatives was the Chain of Payments project aimed at rehabilitating 

the salary system and delinking the wage distribution lines from the official chain of command. 

A  biometric census was undertaken (finding 120,000 soldiers instead of the official count of 190,000); 

army IDs were issued; and a central database and payroll system were created (the salaries of lowest 

ranks increased from $10 to $40/month). This intervention was credited with cleaning up a part of the 

financial management system commonly associated with embezzlement and a preponderance of 

“ghost soldiers”; however, it did not manage to lead to longer-term structural reform in the sector.

Source: More and Price 2011.

Box O.16 A Generic Procurement Process

A generic procurement process includes the following:

• A clear definition of the requirement

• Clear technical quality specifications and standards

• An open request for proposals and tenders

• Tender adjudication according to set criteria

• Selection of a preferred bidder

• Drawing up of a contract

• Placing the contract or order

• Monitoring progress

• Reception of goods

• Quality assurance checks on goods received

• Acceptance or rejection of goods

• Payment

• Distribution of goods.

Source: Ball and le Roux 2006, 40.
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associated with national security considerations, (iii) the time frame for 
major weapons procurement, (iv) the complexity of defense procurement, 
and (v) the existence of international arms control treaty regimes and 
national legislation governing arms procurement. These distinctive charac-
teristics—discussed below—are deviations in scale rather than principle. 
For example, adequate levels of confidentiality can be maintained without 
violating basic public expenditure management principles. There certainly 
should be skepticism about any claims that procurement of relatively stan-
dard materials, services, and commodities for the military should be subject 
to different rules.

Cost considerations in bidding. Standard procurement practice in non-
military sectors emphasizes value for money, but in the defense sector 
other factors, such as national interest and defense industry promotion, are 
often cited as more important than cost in accepting a bid for weapons 
procurement projects. Defense analysts point out, however, that national 
legislation can influence the part that cost plays in weapon procurement 
processes. In South Africa, for example, the 1998 defense review and the 
1999 white paper on defense-related industries spell out which technolo-
gies are considered “strategically essential capabilities” and thus exempt 
from lowest-cost considerations.79 The South African Parliament approved 
both documents.

Confidentiality. Transparency in defense procurement must be limited 
by national security interests. Confidentiality clauses are required in the 
arms procurement process; these, too, can be regulated by national legisla-
tion. The South African defense review lists a number of reasons for confi-
dentiality in defense procurement, including the protection of third-party 
commercial information; national security; prevention of harm to South 
Africa’s ability to conduct international relations; and the protection of 
South Africa’s economic interests and the commercial activities of govern-
ment bodies.80

Time frame for major weapons procurement. From inception to final 
acceptance of the product, procurement of major weapon systems may take 
as long as 15 years. Some flexibility needs to be built into the procurement 
process to take account of contingencies such as fluctuations in currency 
exchange rates. This long time frame also necessitates quality control 
throughout the procurement process, not just when the product is ready for 
delivery. In addition, it requires efforts to forecast spending farther into the 
future than in nondefense sectors; the United Kingdom, for example, has a 
10-year “long-term costing” system for defense.81 Finally, arms procure-
ment projects should take into account full life-cycle costs and support for 
the acquired systems.

The complexity of arms procurement. Because of the complexity of arms 
procurement, sound management of the procurement process requires 
interdisciplinary project teams with expertise in engineering, resource man-
agement, contracting, quality assurance, and design assurance. The particu-
lar complexity of major weapon systems procurement, which can involve a 
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substantial number of subcontractors, creates significant opportunities for 
corruption. These projects therefore require the highest level of manage-
ment and scrutiny by government accountability mechanisms. For example, 
South Africa has three levels of approval for major arms procurement proj-
ects within its Department of Defence. For other major projects, parliamen-
tary approval may also be required.

International arms control treaty regimes and national legislation gov-
erning arms procurement. Procurement in the military sector is distinct 
from general government procurement in being subject to international 
treaties and specific national legislation. Some defense budgeting specialists 
suggest that the oversight mechanisms associated with this national and 
international regulation increase transparency.

Recording and Reporting in Accounting

The assumption is that the security sector is part of the government’s finan-
cial management information system (FMIS), which is central to the run-
ning of public finance. The FMIS in turn requires a high quality of data and 
accounting in order to be effective in capturing useful information. The 
kind of information an FMIS captures is listed in box O.17.

However, many countries have no FMIS, or at least none used by 
security line ministries, departments, and agencies. Many countries have 
to contend with weak human and institutional capacity for finance man-
agement in the security sector. Sometimes this weak capacity reflects a 
desire to shroud in secrecy decision making, levels of expenditure, and 
the way in which resources are allocated; but it also can simply reflect the 
nature of the general public finance system. Throughout the public sec-
tor, linkages between policy, planning, budget development and execu-
tion, and oversight may be inadequate; and the individual components of 
that chain are often weak. Thus the capacity to generate the type of infor-
mation that is required for evidence-based diagnosis and policy making 
is limited.

Box O.17 Information Captured by a Financial Management Information System

• Approved budget allocations for both recurrent and capital outlays

• Sources of financing for programs and projects

• Budget transfers

• Supplementary allocations

• Fund releases against budgetary allocations

• Data on commitments and actual expenditures against budgeted allocations.

Source: World Bank 1998.
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A PER of the criminal justice sector in El Salvador offers an example of 
such limited capacity (box O.18).

In many countries, basic systems of security sector data and expenditure 
classification do not exist, or they may require significant reform to provide 
the type of information policy makers and budget holders require. Under 
these circumstances, it is unrealistic to assume that practices in the security 
sector will meet a high standard or that the security sector will necessarily 
advance more rapidly than other parts of the public sector. A general need 
to strengthen public finance systems therefore provides an opportunity to 
strengthen the security sector specifically.

External Scrutiny and Audit

The final aspect of the PFM system is ensuring external audit and oversight, 
which—accounting for national security considerations—should be the 
same for the security sector as for any other.82 The auditor general should 
have sufficient access to transactions and performance indicators in the 
security sector and to audit reports discussed in Parliament (if need be, 
 discussions can be in closed committee and include only those individuals 
with the necessary security clearance).

Activities aimed at improving the capacity of legislative bodies to 
 perform their mandated public expenditure oversight offer another ave-
nue for engaging with the security sector. Legislatures are often consti-
tutionally mandated to authorize and scrutinize security expenditures. 
Figure  O.5 shows the potential roles legislatures can play during an 
annual budget cycle in democratic systems. In reality, of course, the 
actual responsibilities and level of authority vary among countries, as 
does the capacity of legislators to authorize and scrutinize govern-
ment  budgets. Legislatures frequently benefit from capacity-building 
activities. Activities aimed at public accounts committees can exam-
ine  the specificities of security budgeting, while activities aimed at 
defense, security, or intelligence committees can incorporate finance 

Box O.18 El Salvador—Weak Capacity to Generate Information

A 2012 Public Expenditure Review undertaken in El Salvador found that the “lack of reliable and 

comparable statistics makes it challenging to measure efficiency of spending. El Salvador has no 

unified system of crime statistics integrating the arrests by the police and citizens’ complaints to the 

Police and Attorney General’s Office. Consequently, crime statistics vary in the country (sometimes 

significantly) depending on the source consulted, not only in terms of numbers, but also in the defi-

nition and classification of crimes.”a

a. World Bank 2012a, 11.
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management issues. It is important to note, however, that legislatures 
may need to strengthen their overall capacity to engage in financial 
oversight before they are able to address the specific challenges of 
engaging with the security sector.

The following are some helpful questions for assessing external scrutiny 
of the security sector83:

• Are there clearly defined executive and legislative responsibilities for 
external and internal security?

• Are the security forces subject to democratic citizen control?
• Are parliamentarians, the media, and civil society free and able to 

participate in the security debate?
• Are the security forces able to exercise political influence?
• Are the security services open to unnecessary political interference 

through political reach into the promotion system?
• Are the security forces more loyal to the regime or to the people?
• Are there budgetary checks, balances, and internal and external audit, 

and are these transparent?
• Are the duties and responsibilities of the security services enshrined in 

legal statutes, military law, and codes of conduct?

Answers to these questions can be further corroborated by government-
led surveys and opinion polls seeking public perceptions of the military, 
police, criminal justice institutions, and other actors. This information will 
shed light on the nature of state-society linkages in the sector.84

In fragile and conflict-prone states, external oversight institutions will 
likely not be robust. Weak audit institutions identified by a 2013 PER in 
Mali are described in box O.19.

Figure O.5 Role of Legislature in the Budget Cycle
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Conclusions

This overview has offered a brief outline of the role of security and justice 
institutions in a changing global context, and it has further pointed to a practi-
cal application of the security-development nexus—specifically, the emerging 
practice of including the public finance dimension in the policy dialogue on 
security and justice, generally by means of a PER. This approach is by no 
means the norm, but it has utility in addressing critical sector issues such as the 
affordability, effectiveness, efficiency, and accountability of services delivered.

A number of potential entry points are available for raising the public 
finance perspective in policy dialogue, with the expectation that over time 
the security actors (ministries, departments, and agencies) will participate in 
the regular budgetary process. In many countries, however, this path remains 
unlikely, and then the decision about whether to undertake a PER carries 
with it certain risks that need to be assessed and discussed with the govern-
ment concerned. Ultimately, the conditions under which a PER proceeds will 
be contingent on the levels of trust among the key stakeholders, and their 
confidence that the PER will provide favorable outcomes for all involved.

Box O.19 Mali—Security Forces Not Subject to External Oversight

According to the World Bank’s 2013 financial management assessment, Mali’s military and internal 

security forces are in practice not subject to external oversight; all of the external monitoring bodies 

avoid using their oversight powers for issues related to the security forces. The review determined 

that this situation encouraged the development of “extra-procedural practices” and should therefore 

be redressed.

The Office of the General Auditor, created in 2004, had never carried out a compliance verification 

in the Ministry of Defense, despite its large size and the fact that all other important departments had 

been the subject of such missions. One of the obstacles to external oversight, according to the General 

Auditor, was uncertainty surrounding the concept of an “official secret.”

The accounts section of Mali’s Supreme Court is responsible for assessing accounts maintained by 

the government accountants and determining whether they conform to the country’s finance laws. 

The office is understaffed, with only 13 counselors for more than 1,000 accounts per year. Moreover, 

personnel in the accounts section do not have the status of a judge and the wages are not attractive. 

In recent years, the accounts section has not specifically reviewed Ministry of Defense accounts, and 

only an aggregate administrative account is transmitted by the Ministry of Finance to the court when 

the finance law is examined. Even so, the accounts section was able to determine that CFAF 2 billion 

paid by the Ministry of Defense in 2011 was not supported by documentary evidence.

Parliament was similarly ineffective. Staffing is inadequate, with only one staff assistant for the 

defense commission. Moreover, a request for an on-site oversight mission in 2011 was rejected by the 

Office of the President. Finally, the General Inspectorate of Finances, which has 17 agents and is 

tasked with monitoring the accountants and administrators, has not recently inspected the military or 

internal security forces, according to the best knowledge of the chief inspector.

Source: World Bank 2013a.
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In opening the dialogue among government stakeholders, most PER 
 processes have followed some kind of road map. This overview considered 
context (political, security, gender, and economic) and institutional 
 architecture before covering economic management policy issues and the 
principles and methodologies relating to PFM. This discussion lays the 
foundation for considering the three main subsystems of the security sector: 
defense,  policing, and criminal justice.

Staff from the World Bank as well as from the UN have applied the 
framework described here to an evolving body of PERs undertaken in the 
last 10  years in about 20 countries. These PERs have varied in context 
(from rich and middle-income countries to those undergoing war-to-peace 
transitions), scope (from defense to justice), time frame (a few months to 
three years), cost (from one individual’s time for a few staff weeks to a large 
team of experts and several hundred thousand dollars), and impact.

A number of lessons can be taken from this work:

• Undertaking a process of engagement is critical to securing buy-in 
from the various stakeholders involved in the PER and hence to 
ensuring access to the right and most relevant counterparts and the 
best data. This process may involve relatively high up-front transac-
tion costs, such as holding a number of “expert workshops” with 
invitations to people from around the country, the region, and beyond, 
in order to share experience and expertise on the sectors, the issues 
related to confidentiality, and the objectives and expected outcomes 
of the exercise.

• It is important to obtain a relatively good idea of the scope of work 
early on, given that the issues concerning security and justice can be 
so enormous. A wide scope encompassing both the military and crim-
inal justice sectors provides policy makers with an overview of all 
instruments available for delivering security and justice services. This 
wide scope is particularly important when examining critical ques-
tions about the balance between the military and the police, or about 
the criminal justice chain linking policing, judicial, and corrections 
functions. However, such a wide scope can be costly and take time, 
requiring the necessary expertise to cover all these subsectors. A nar-
row scope can be more manageable and produce more rapid results, 
though it risks missing links with other subsectors. Given the range of 
potential issues, an early agreement on the key questions that counter-
parts want help in answering is critical to defining the scope and ulti-
mately the success of the PER.

• The sharing of data can be challenging, particularly because much of 
the material may be sensitive if not confidential, and in some contexts 
there may be very little data to share. What can help data exchange is 
a sharing of preliminary “stock-take notes” with key interlocutors 
that set out what is known; this can prompt a more intense sharing of 
information.
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One final lesson is that a PER should be seen as the start of a process of 
engagement on public finance and the security and justice sectors, and not a 
one-off event. Some issues might be dealt with relatively immediately, such 
as determining the fiscal gap on various options for the composition and 
structure of the sector. But addressing issues where adaptation and reform 
are sought, such as those relating to PFM and integration into the national 
budget process, will take time. It is to these issues that we turn in the chapters 
of Securing Development.
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CHAPTER 1

Introduction 
to Securing 
Development

Why This Book?

We live in an insecure world, and some of the foremost public policy ques-
tions of our time address how we can strengthen our security and personal 
safety. Often those questions can be further broken down into what are 
the most affordable or cost-effective means of addressing insecurity.

These questions are critical in a variety of contexts.

• In late 2005, financial experts examined data at the Afghan Ministry 
of Finance to ascertain how much the security sector was costing. To 
their astonishment, they found that the sector cost some $1.3 billion 
per year, or 23 percent of gross domestic product (GDP), made up 
largely of donor contributions along with some government financ-
ing. Security spending therefore exceeded domestic revenues by over 
500 percent.1 Questions on the sustainability of security sector spend-
ing, and on the handover from international forces for policing and 
military functions, have been at the fore of policy making for the 
country ever since.2

• Central America, and particularly the northern triangle of 
El  Salvador, Guatemala, and Honduras, is home to the highest 
homicide rates in the world. Interpersonal violence associated with 
gangs, drug trafficking, and weak criminal justice institutions has 
enormous costs in terms of health, economic growth, and people’s 
overall  well-being.3 In El Salvador, official estimates show that crime 
costs 16 percent of GDP per year.4 The governments in the region 
established the Security Commission of the Central American 
Integration System (known as SICA) in 1995 to harness their collec-
tive efforts to address these huge challenges, and donors have 
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provided generous contributions to their security strategy.5 Yet the 
extremely high rates of crime and violence continue.

• Since 9/11, the U.S. and European governments have faced increasing 
costs for their counterterror measures. A central question is whether 
the gains in safety have been justified by the costs, which have run into 
the trillions of dollars.6 When the surveillance of one individual asso-
ciated with a radical political agenda can cost around $5.7 million per 
year,7 governments must think about what price they are paying to 
keep their citizens safe, or feeling safe.

The need to understand security and justice systems in the context of 
the public expenditures they require is the subject of this sourcebook.8 
This is not a policy book that recommends different approaches to 
security threats and challenges. It is about numbers. Or more accu-
rately, it is about helping governments and practitioners obtain a better 
picture of the money spent on security, including what it is spent on, 
and how. By providing a better analysis of such spending—through 
what is called a Public Expenditure Review (PER) of the security 
 sector—a technical team of practitioners can facilitate better-informed 
decisions at the senior leadership level about policy and operational 
approaches to the sector.

The global context in which such decisions are made is constantly 
 shifting. All the evidence suggests the nature of violence and conflict is 
 changing,9 presenting new challenges and threats. National and human 
security is now less concerned with conventional war than it was 30 years 
ago and more concerned with transnational political violence, drug traffick-
ing, climate change, forced migration, slavery, urban crime and violence, 
pandemics, cybersecurity, and related threats and challenges.10

While the general historical patterns of war and violence may indicate 
that humankind is becoming less likely than in the past to resort to war-
fare,11 the second decade of the 21st century suggests otherwise. Battle 
deaths have recently increased, largely due to protracted wars such as those 
in Afghanistan, Iraq, and the Syrian Arab Republic;12 and far more homi-
cides now take place, largely in cities of countries that are not at war but are 
subject to high rates of crime and violence.13 Further, the consequences of 
that violence go far beyond excess mortality and include injury, poor health, 
and poverty. Above all, these recent trends have resulted in the largest refu-
gee and internally displaced populations since World War II.14

The costs of such violence are enormous. According to a study by the 
Institute for Economics and Peace (IEP), the “economic cost of violence 
containment to the world economy in 2012 was estimated to be US$9.46 
trillion or 11 percent of Gross World Product.”15 There are many differ-
ent approaches to addressing both collective and interpersonal violence, 
ranging from coercive (e.g., military) to nonviolent (e.g., peacebuilding 
and violence prevention) to judicial (e.g., arrest and prosecution); and all 
these have their associated costs. This book focuses on the security and 
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justice institutions, the instruments they use to contend with these 
 challenges, and the cost of sustaining them. And according to the IEP 
study, these institutions and instruments take up the lion’s share of the 
cost of violence  containment: 51 percent of costs go to military expendi-
ture, 14 percent to internal security, 6 percent to private security, and 
4 percent to incarceration.16

In focusing on these institutions, we note that the public policy debate 
is no longer a binary one of whether or not money should be spent on 
these sectors (the guns versus butter argument).17 Given that resources will 
be allocated to the security sector, the important question for policy mak-
ers is how resources can be used to ensure effective, professional, modern, 
and accountable institutions that provide security and justice services for 
citizens.

In turn, as the debates have changed so have the orthodox barriers 
between different policy arenas. No longer does the discussion take place 
among security actors alone; it now includes other players such as minis-
tries of finance and development organizations.

Security and Development

In recent years, security challenges have moved from the margin to the 
mainstream of the development agenda. Security is now recognized as 
essential for citizens’ livelihoods and access to services, and for the free 
exercise of civil, political, social, and economic rights. Security is par-
ticularly important for the poor and other vulnerable groups, who 
 suffer disproportionately from fear, loss of property, and violence.18 
Moreover, insecurity is the principal development challenge in fragile 
and conflict-affected states (FCS). In 2005, the report of the UN 
Secretary General (UNSG) emphasized that longer-term development 
demands a sufficient degree of security to facilitate poverty reduction 
and shared prosperity.19

These themes are picked up in the 2011 World Development Report, 
which calls for a shift in the development community’s work on security. 
The report argues that fragility and violence arise when countries are 
exposed to economic, political, or security stresses that they are institution-
ally unable to cope with.20 Figure 1.1 shows that poverty trends are directly 
proportional to the degree of intensity of violence: countries suffering from 
a significant level of violence tend to see poverty increase, while those expe-
riencing little or no violence see the share of the population below the 
 poverty line decrease significantly.21 Moreover, countries affected by 
 conflict—including middle- and lower-income countries—risk entering a 
vicious cycle of repeated conflict.

Security also has a direct impact on the growth of investment, social and 
human capital, public institutions, and distribution of resources. Insecurity 
weakens the investment climate by making investment incentives scarcer 
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and destroying material assets and human capital.22 It subjects the private 
sector both to higher costs in the form of security taxes—i.e., the additional 
costs associated with negative externalities as a result of instability—and to 
disorganized markets. Violence and insecurity harm human and social capi-
tal, particularly among the most vulnerable segments of the population; 
their effects are evident in physical and psychological damage, migration, 
deteriorating living standards, and interruptions in public services. Insecurity 
also weakens the legitimacy of public institutions and creates points of 
entry for corruption. Finally, growing insecurity can be both the cause and 
the consequence of skewed distribution of national resources, which, in 
turn, weakens the overall security sector apparatus of the society.

For these reasons, security and development have increasingly been seen 
as inextricably linked, and development actors have progressively engaged 
in the sector with aspirations for promoting change and reform.

Security Sector Reform

Change within the military structure and the broader security sector has 
historically been an essential part of state formation. This is reflected in the 
social and political transformations effected by demilitarization and democ-
ratization processes in Latin America, as well as in the changes in Eastern 
Europe after the fall of the Soviet Union.23

Figure 1.1 Negative Effect of Violence on Development
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However, the involvement of international donors and agencies in secu-
rity and justice service provision is still relatively new.24 In the late 1990s, 
a  number of key bilateral donors, undertaking a whole-of-government 
approach to development aid, began integrating security into development 
programming. This effort culminated in the work at the Organisation for 
Economic Co-operation and Development (OECD) Development Assistance 
Committee (DAC), which led to donor consensus around what was termed 
“security system reform” (now more commonly called “security sector 
reform,” or SSR) and policy development through the 2000s.25

These advances have been mirrored by the United Nations’ increasing 
role in SSR, particularly, but not exclusively, within the parameters of 
peacekeeping operations. The UNSG’s first report on SSR was Securing 
Peace and Development: The Role of the United Nations in Supporting 
Security Sector Reform, issued in 2008.26 The UNSG subsequently reported 
on various UN initiatives, including strengthened approaches to support-
ing the police as well as civilian capacities, such as for the criminal justice 
sector.27 An Inter-Agency Security Sector Reform Task Force cochaired by 
the United Nations Development Programme (UNDP) and the United 
Nations Department of Peacekeeping Operations has brought together 14 
UN entities to promote an integrated approach to SSR support. In addition 
to handling operational and training aspects of SSR, the task force has 
conducted wide-ranging consultations to develop SSR guidelines, including 
the Integrated Technical Guidance Notes issued in 2012.28 These initiatives 
were followed by the UNSG’s second report on SSR in 2013,29 and were 
endorsed in 2014 by the UN Security Council in Resolution 2151, the first 
stand-alone resolution on SSR. These efforts reiterated the centrality of 
national ownership of SSR, recognizing that such processes need to sup-
port and be informed by the broader national political context, and they 
underlined the importance of strengthening support to sectorwide initia-
tives that aim to enhance the governance and overall performance of the 
security sector.

Extensive programmatic work on SSR in various countries has evolved 
in parallel to these policy developments. Examples include the rebuilding 
and reform of national armies in Afghanistan, Burundi, Iraq, Liberia, and 
Sierra Leone; the demobilization and reintegration of over 400,000 
 ex-combatants in Africa’s Great Lakes region; the democratizing of secu-
rity sector governance in Ghana, South Africa, and Latin America; and 
the building of capacity in criminal justice to address burgeoning rates of 
crime and violence in Central America. National and international exper-
tise in SSR has also grown and now covers strategic and policy advice, 
arms control, governance and oversight, and criminal justice support. 
Further, various networks and nongovernmental organizations are being 
formed at the global, regional, and national levels in this area.30 However, 
the literature suggests that while the policies and norms associated with 
the SSR framework have been increasingly accepted, more can be done to 
improve its impact.31
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Largely missing from this growing body of policy and practice has been 
the link between public finance and the security sector. While general aspi-
rations for affordability are often stressed with regard to SSR, there has 
been little guidance to support governments in better understanding whether 
security sector costs are within a sustainable macrofiscal envelope, let alone 
efficiently and effectively allocated. Development practitioners have worked 
with governments for some time on improving national budgetary pro-
cesses. After all, national budgets are the most important policy vehicle for 
putting a country’s priorities into effect within the scarce resources that are 
available to a government for public expenditure; it is through the policy 
and budget processes that competing priorities are reconciled and imple-
mented. However, there often remains a gap between the national budget-
ing process and the financing of the security sector.

More specifically, little work has been undertaken to date on the compo-
sition of security sector budgets, or on the processes by which they are 
planned and managed. Ultimately, sound fiscal management of the security 
sector is essential if a country is to have effective, efficient, and professional 
security organizations that are capable of protecting the state and its popu-
lation against internal and external threats. Integrated systems for plan-
ning, policy making, and budgeting are necessary to achieve an appropriate 
 allocation of public sector resources and to manage those resources effec-
tively and efficiently.32

Currently, most public finance practitioners have little or no experience 
in working with the security sector. In turn, security institutions may not 
consult the ministry of finance on security sector expenditures and alloca-
tions. Even where security sector expenditures and financial management 
are addressed, a firewall of security classification often prevents practitio-
ners from applying good public finance principles to the security sector, and 
also prevents their sharing with other sectors the lessons on public finance 
learned in the security sector.33

A further difficulty is that in many countries, the security sector is 
treated uniquely, with few or no standard oversight and accountability 
practices in place to assure value for money. External auditors may not 
be  empowered to examine security sector spending. Parliaments may 
 similarly not be permitted to engage in oversight, or they may simply have 
little capacity to undertake it. Procurement may be secret, with no process 
for assuring proper pricing of bids. Internal auditors may not exist, or 
they may be compromised by lacking the authority or ability to share 
their findings with civilian policy officials nominally in charge of the secu-
rity sector.

One important effect of applying the principles of public finance to the 
security sector would be to improve mobilization of resources, which is a 
challenge in developed and developing countries alike. An emphasis on 
financial probity, integrity, and transparency in how resources are spent 
would encourage allocation of resources to the security sector. External 
financing of the sector has been a process of trial and error for development 
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actors, particularly in terms of how to engage with the sector, which 
traditionally has been outside most development programming. According 
to the OECD, “aid to the security sector comprises a small amount of all 
sector-allocated aid” (some 1.4 percent for security and 3.1 percent for 
related justice). In 2012, aid allocated to building the security sector in frag-
ile states totaled only $858 million.34

These figures do not include direct military assistance, which runs into 
several billions of dollars (and as yet is not globally measured). However, 
they confirm the assumption that the primary actors responsible for pro-
viding security to citizens will remain national governments (as well as 
other formal and informal actors working at the subnational and local 
levels). This finding parallels the general work on financing for develop-
ment, which has emphasized that in fact “for most countries, domestic 
resource mobilization is the largest resource available to fund their 
national development plans. A country’s ability to mobilize domestic 
resources and spend them effectively . . . lies at the crux of financing for 
development.”35

Given that governments play this primary role in providing security, the 
PER represents a powerful tool for them, one that can help them strengthen 
the legitimacy, effectiveness, accountability, and modernization of their 
security services.

Public Expenditure Reviews

Governments and donor partners are increasingly using security and justice 
sector PERs to inform their decisions about sectoral development. Security 
and justice sector issues have traditionally been addressed from strategic, 
policy, and operational perspectives; examining these sectors through the 
public finance lens serves a number of important purposes that might oth-
erwise not be met.

• A PER usually starts with an institutional mapping that throws light 
on the security sector management structure, the key actors and their 
functions, and the way in which the political economy of the sector 
affects the quantity and quality of resource allocation.

• A public finance perspective addresses the question of whether pro-
grams have adequate and sustainable resourcing, without which they 
are at best ineffective and at worst likely to create additional sources 
of conflict and violence.

• Where security forces seek the necessary finance for modernization 
and professionalization, a public finance perspective accounts for 
value for money and so can justify additional resources from national 
budgets and development partners.

• A PER can make explicit the resource allocation trade-offs underlying 
different policy options; in particular, it can help address the tendency 
of security sector resourcing to absorb a huge share of scarce public 
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resources and crowd out other activities required to rebuild the nation 
politically, socially, and economically.

• A PER can address the way that financial management of the security 
sector reflects on the legitimacy of governments to both domestic and 
external stakeholders. Security and justice service provision are the 
fundamental public goods that states are expected to provide for their 
citizens; and sustained and accountable financing of the sectors is a 
critical ingredient for that role.

Integrating the security sector into standard thinking on public finance 
and development policy is important but challenging. One aim of this book 
is to strengthen the ability of national actors to develop and manage secu-
rity expenditure policy, and to build the capacity of their international part-
ners to support them in these efforts. It does so by providing a framework 
for the analysis of finance management, financial oversight, and expendi-
ture policy issues in the security sector.

The book will be of interest to practitioners working on public expen-
diture management and to those working on security sector issues. For 
public finance specialists, it will help clarify the similarities and differ-
ences between the security sector and the rest of the public sector and will 
demonstrate how commonly used analytic tools can be applied in the 
security sector; it will also describe what the main security institutions 
are, how they relate to each other, and how the security sector is gov-
erned. For security specialists, it will clarify critical aspects of finance 
management and the place of the security institutions in that process. It 
will also explain how adhering to finance management processes helps 
governments achieve their objectives and provides them with a compre-
hensive view of the sector (one that shows how their particular portion of 
the sector fits into the whole).

At the national level, the book is aimed at high-level government offi-
cials in relevant ministries (finance, public safety, interior, justice, and 
defense) and in intelligence services, as well as at parliamentarians. It is 
expected to reach a broader audience through the process of policy dia-
logue and training. Among international actors, the audience includes 
World Bank and UN staff and other development officials asked to assist in 
expenditure analysis related to the security sector. In particular, the book 
responds to demand from international organizations and practitioners 
working in  conflict-affected countries, particularly those with UN peace 
support operations.

The remainder of this chapter consists of (i) an outline of the public 
expenditure and budgeting process, including a rationale for including the 
security sector as well as entry points and risks; (ii) the key steps in a secu-
rity sector PER, including consultations with government, analysis of 
 general context, and the main issues raised by a PER and by public financial 
management (PFM) analysis more generally; and (iii) the potential conclu-
sions and processes that can follow such a sector analysis. Following this 
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introduction, the book describes public finance management and its appli-
cation to the security sector (chapter 2), and then looks in detail at defense 
(chapter 3), policing services (chapter 4), and the criminal justice sector 
(chapter 5).

Reasons for Conducting a Security Sector Public 
Expenditure Review

Over the last 20 years, both developed and developing countries have 
made a concerted push to standardize and improve measures around 
PFM.36 The focus of that effort has been on the systems and processes that 
run the national budget. Efforts to strengthen public budgeting have 
focused on two areas: (i) improved public expenditure policy, particu-
larly  policy relating to fiscal stability, efficiency, and effectiveness; and 
(ii) improved PFM relating to the functional aspects of budget implemen-
tation and systems.

Effective budget planning, implementation, and control have been codi-
fied in a set of internationally accepted rules, including rules related to the 
following:

• Comprehensiveness or completeness. All government income and 
expenditure are linked.

• Sustainability. Expenditure and income must be balanced in the 
medium term.

• Competition between categories of expenditures. Decisions on alloca-
tion of resources within the budget, including capital versus recurrent 
spending, must be well founded.

• Transparency. Information must be given on expenditures and 
income.

• Accountability. Inefficient and unintended expenditure of funds 
should be accounted for.37

General Trends in Public Finance and Security

The Public Expenditure and Financial Accountability (PEFA) frame-
work is now the internationally recognized tool for assessing and mea-
suring budget planning, implementation, and control along a series of 
indicators, including (i) budget reliability, (ii) transparency of public 
finances, (iii) management of assets and liabilities, (iv) policy-based fis-
cal strategy and budgeting, (v) predictability and control in budget exe-
cution, (vi)  accounting and reporting, and (vii) external scrutiny and 
audit.38 Although designed to assess countrywide PFM practice, the 
majority of indicators are applicable to the security sector as well, and 
they have been included in the questions-to-ask diagnostics that are part 
of this book.39

The key question is to what degree the security sector is subject to 
the  same budget policy and management standards as other sectors. 
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The general trend in international practice is for the security sector to be 
treated differently, for these reasons:

• Many governments do not include security expenditures in their bud-
gets; where they are included, they tend not to be disaggregated (stud-
ies have shown a discrepancy between official statistics and actual 
expenditures).40

• Key security actors, such as the military, have concerns about secrecy 
and confidentiality, which can impede attempts to strengthen trans-
parency and accountability and the undertaking of any review of 
expenditures.

• In the defense sector, and particularly in the military, oversight by 
external auditors is very limited during operations. Robust internal 
audit mechanisms can compensate, but normal practices used for 
other public sectors are not appropriate.

In many ways, however, the security sector should not be treated 
 differently from other sectors and should be incorporated—with certain 
 modifications—into the government’s regular PFM system. Part of this pro-
cess can be prompted by undertaking a PER for the sector or part of the 
sector. Subject to the right conditions and incentives within government, 
a PER can be a very useful tool for finance agencies and for defense and 
interior ministries alike. The PER can serve as a platform to bring together 
security and nonsecurity ministries and public agencies to discuss, negoti-
ate, and assess issues of resource allocation, institutional efficiency, and 
effectiveness on the basis of a numerate understanding of security sector 
costs and challenges.

The Rationale for Undertaking a PER in the Security Sector

The PER should therefore be regarded as a tool to assist governments and 
donor partners in making key “over the horizon” policy and operational 
decisions in the security sector, through the particular perspective of public 
finance. Historical and current data and analysis may be used to make 
future projections and provide decision makers with key options on criti-
cal issues in national defense as well as criminal justice, public order, and 
policing.

The rationale for undertaking a PER will vary according to context and 
the government’s preferred focus. However, a PER in the security sector 
can generally signal a number of objectives on the government’s part, 
including the modernization and professionalization of the sector; it can 
also signal the possibility of some movement toward cost-effectiveness, 
even if actual budget cuts are not envisaged. In this way, the rationale of a 
PER in the sector is aligned with the generic objectives of sound public 
expenditure management, as follows:

• Fiscal stability and affordability. The objective is to maintain control of 
a country’s overall fiscal position. To this end, government budgets need 
to be realistic and affordable. Thus “the security sector should be fully 
incorporated into the annual budget formulation process, subject to 
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aggregate fiscal constraints and sector ceilings like any other sector and 
fully incorporated in medium-term fiscal projections and planning.”41

• Allocative efficiency. The objective is to balance competing demands 
and allocate scarce public resources where they will have the greatest 
benefit. This is one of the most difficult tasks of the ministry of finance; 
the security sector in general usually takes a large share of the national 
budget. The government therefore has to offset demands from the 
military against those of other sectors. In turn, within other sectors—
for example, criminal justice—there must be a well- balanced prioriti-
zation between the competing subsectors, in this case crime prevention, 
police, judiciary, prosecution and legal aid, and corrections. It is also 
important here to analyze all sources of revenue and types of expen-
diture broken down into assets as well as recurrent costs.

• Operational efficiency and effectiveness. The objective is to achieve 
outputs and outcomes that are economical, efficient, and effective and 
so get the most out of all funds expended. This aim applies to the 
security sector just as it does to other sectors. Value for money and 
achievement of targets can be difficult to measure, particularly in a 
potentially “static” sector such as the military, where nonperfor-
mance may be in fact a sign of good performance (i.e., deterrence of 
any external threats). As noted elsewhere in this book, much more 
work is being done in terms of the performance indicators for policing 
(chapter 4) and criminal justice (chapter 5).

• Fiscal transparency and accountability. The objective is to provide open 
and transparent access to financial decisions and data so that  government 
officials can be held accountable for their actions. Governance, over-
sight, and civilian control of the security sector are often the rationale 
for security sector reform as a whole, and they are particularly impor-
tant in terms of accounting for public expenditures in an area that often 
presents itself as a “black box” to public scrutiny. The state-owned 
enterprises that operate in the security sector may use noncommercial 
accounting principles with unclear accountability structures, making 
their impact on the treasury or fiscal balance similarly unclear.

• Reporting on external assistance. The objective is particularly impor-
tant for low-income countries and those emerging out of conflict, 
whose governments may be in receipt of significant external support 
from donor partners, as well as revenues from peacekeeping opera-
tions or hardware sales. Often such support can be ad hoc and off 
budget, and a PER is a useful mechanism by which to obtain a better 
picture of that support and its sustainability.

Entry Points for Undertaking a PER

Like the rationale, the specific triggers for undertaking a PER vary subject 
to context. Chapter 3 on defense sets out a number of possible entry points 
that can apply to the whole sector. These are summarized in table 1.1.

Given the sensitive and confidential nature of security sector spending, 
a successful PER will be contingent on trusted relationships—either between 
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Table 1.1 Entry Points for a Security Sector Public Expenditure Review

Type of change Examples

Political: changes in political 
conditions at home, among key 
allies, or among adversaries

Elections or change in administration

Change in public opinion

Legislative scrutiny or change in legislative attitudes

Peace accord implementation

Implementation of international obligations, such as European 
Union accession requirements

Human rights review

Economic: changes in expendi-
ture caused by macroeconomic 
or fiscal shocks, or changes in 
the way economic resources are 
allocated and controlled

Change in the fiscal space or resource envelope available due 
to changes in revenue

Realignment of national spending priorities

Reduction in defense expenditure by allies 

Response to increased defense spending by neighbors or 
adversaries

Macroeconomic shocks

Adoption of medium-term expenditure framework 

Institutional or process reforms to strengthen government-
wide financial management

Security: changes in national, 
regional, or international secu-
rity context

Security sector reform program sponsored by the domestic 
government or an international partner

Strategic shock resulting in the redefinition of security threats

Adoption of a sectorwide all-inclusive approach to government

Internal security challenges, including civil unrest

Public safety and security pressures created by organized crime 
and violence 

Border tensions

Implementation of arms control, transnational crime, or other 
international obligations

Arrival or withdrawal of international military or peacekeeping 
force

Updated defense/criminal justice planning assumptions follow-
ing fragility analysis or threat assessment

Defense review initiating either defensewide or individual ser-
vice reform 

Accountability and military effectiveness issues

Major equipment procurement decisions

Interservice rivalries, including redefinition of investment 
priority
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government actors (such as principals in ministries, departments, and 
 agencies), or between the government and external partners. This is true 
regardless of the specific entry point for the PER.

Risks and Risk Management

The combination of security and financial analysis entailed in a security sec-
tor PER is relatively new. Conducting such a PER involves certain risks, 
though there are also risks involved in failing to conduct one. Both sets of 
risks are summarized in table 1.2.

A number of measures can be taken to manage these risks. The starting 
points are a rigorous analysis of context and consultations with the key 
stakeholders, particularly inside the government. Such steps are outlined in 
table 1.3.

Table 1.2 Public Expenditure Review (PER) versus No PER in the Security Sector

Risks of 
conducting a PER

The PER may provide endorsement to security sector services when such 
endorsement is not timely or appropriate. 

The PER may alienate the security services, which see in it potential threats 
(e.g., breach of confidentiality, retrenchment, reduction in resources).

The PER may jeopardize support to general financial management reform.

Risks of not 
conducting a PER

The security sector may remain overresourced compared to other priorities.

The credibility of defense budgeting—and therefore the budget process as a 
whole—may be undermined.

Accountability mechanisms—related not only to financial management but 
also to overall civilian governance—may be weakened. 

Opportunities to improve efficiencies and effectiveness within the sector may 
be missed.

Sources: Adapted from Ball and Holmes 2002; Jacquand and Ranii 2014.

Table 1.3 Approaches to Managing Risks Arising from a Security Sector Public 
Expenditure Review (PER)

Approach Description

Defer the review Hold off on the PER and instead engage key stakeholders from finance 
and the security sector in peer exchanges, in the region or elsewhere, on 
the lessons of other PERs.

Use a whole-of-
government approach

Without undertaking a specific “vertical” PER involving the line 
ministries in the security sector, ensure that “horizontal” public financial 
management processes engage those line ministries.a

Conduct a partial PER Undertake an incremental PER that examines only certain less-sensitive 
sectors, such as the police or criminal justice (rather than the military).

Focus on systems, not 
policy

Undertake a PER that focuses more on the control aspects of public 
financial management—systems and processes—rather than on the 
policy questions associated with effectiveness and affordability. 

a. A “vertical” process is a detailed public sector reform in one particular sector or line ministry; a “horizontal” 
process is a whole-of-government approach that includes all line ministries in public sector reform.
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Notwithstanding the sensitivities and obstacles noted here, in general there 
can be no justification for not fully incorporating the security sector into the 
annual budget formulation. But whether, and how, this takes place ultimately 
depend on the context and on the views of the government concerned.

Undertaking a PER: Context and Institutional 
Architecture

It is possible—and useful—to list key steps involved in undertaking a 
PER, along with the types of sectoral and financial issues that PERs typi-
cally confront (see annex 1A). But in fact there is no fixed methodology 
for undertaking a security sector PER because the scope and direction of 
a PER are so dependent on context. A variety of contexts—including 
security, macrofiscal, fragility, and gender—are discussed in this section, 
along with the key issues relating to security and justice institutions and 
institutional arrangements, which also help to determine how a PER will 
proceed. For more detail on the public financial and economic policy 
contexts, see chapter 2.

First, it needs to be emphasized that the issues raised by a PER can be 
very sensitive and difficult for a government, particularly when interna-
tional partners are involved in the review. Security sector reform is thus 
intensely political, involving differing and sometimes competing national 
interests. As the OECD explains:

Experience shows that reform processes will not succeed in the absence 
of commitment and ownership on the part of those undertaking reforms. 
Assistance should be designed to support partner governments and stake-
holders as they move down a path of reform, rather than determining that 
path and leading them down it. A major problem in the area of security 
system reform in some regions . . . has been a lack of local input to and 
ownership of the emerging reform agenda. This issue is most significant in 
“difficult partnership” countries.42

Consequently, early consultation within the government about the scope 
and objectives of a security sector PER—and about the role of international 
partners—is essential to the success of a PER exercise. National ownership 
is central to the “aid effectiveness” policy of donor countries; but it is impor-
tant to move beyond the rhetoric to ensure that such ownership exists.43 
Further, if international partners are involved, they may call for rapid results, 
timelines, and deliverables, and these may be difficult to impose on a politi-
cal context that requires time for consultation and client feedback. In many 
instances, despite the presence of significant levers such as international sup-
port, local political interest does not allow for reform to take place.44

Neither the UN nor the World Bank works in the security sector without 
an explicit request from the client government. Even with a written request, 
however, it is incumbent on the international partners to facilitate an 
early  multistakeholder consultation with all the relevant ministries and 
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departments in order to test both the “ownership” of the process and the 
various interests behind the request.

Understanding Context
The Security Context
The term “security” is ambiguous, difficult to define, contested, and subject 
to wide treatment in the literature.45 It is thus “a powerful political tool in 
claiming attention for priority items in the competition for government atten-
tion.”46 A PER team will need to review government documents and consult 
with key interlocutors to determine what those priority items are. Typically 
they cover a number of different security dimensions, including the following:

• National security. This dimension involves the protection of the sov-
ereign state, including territorial borders and population, from exter-
nal threats; it is further elaborated to include both objective measures 
(e.g., the absence of threats) and a subjective sense (e.g., the absence 
of fear of attack).47

• Individual or citizen security. Originally outlined by the UNDP in 
1994,48 this dimension is defined by the 2011 World Development 
Report as “freedom from physical violence and freedom from the fear 
of violence. Applied to the lives of all the members of a society 
(whether nationals of the country or otherwise), it encompasses secu-
rity at home, in the workplace and in the political, social, and eco-
nomic interactions with the state and other members of society.”49

• Terrorism/political violence. UN Security Council Resolution 1566 
(2004) defines terrorism as “criminal acts, including against civilians, 
committed with the intent to cause death or serious bodily injury, or 
taking of hostages, with the purpose to provoke a state of terror in the 
general public or in a group of persons or particular persons, intimi-
date a population or compel a government or an international organi-
zation to do or to abstain from doing any act.”

• Economic security. This dimension involves threats to economic, 
financial, and commercial systems.

• Cybersecurity. This dimension involves threats to national informa-
tion systems, technology breaches, and virus attacks.

• Environmental security. This dimension involves threats related to 
human-made disasters, including dumping of toxic waste, as well as 
the global implications of climate change.

• Criminal security. This dimension involves threats arising from orga-
nized crime, including trafficking in drugs, people, arms, or contra-
band goods.

Another useful typology of security challenges distinguishes between 
major organized political violence, localized collective violence, and  individual 
violence. Breaking these categories down (see figure 1.2) demonstrates the 
variety of risks that societies and communities face, and the diversity of the 
challenges to which security sector agencies may be expected to respond.50
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The Macroeconomic Context
The PER should also consider the macroeconomic context, which includes 
the general drivers of growth and sources of domestic and external revenue. 
Using current economic and fiscal data to make projections contingent on 
different variables, the PER will need to estimate state revenues as well as 
other competing claims on state resources (examined in chapter 2).

Historically there has been some consideration of the link between 
 military expenditures and growth, and in particular the idea of setting 
parameters around expenditure/growth ratios.51 In turn, there is a debate 
about the relationship between growth and such expenditures, although 
the  evidence of either a negative or positive impact is mixed (see annex 
1B). This sourcebook takes no position on this question, favoring more a 
value-for-money approach: the critical question is not how much money 
is spent, but rather how well the money is spent.

As part of the effort to understand the macroeconomic context, the PER 
team will need to run a number of projections, particularly focusing on 
overall GDP growth, government revenue, and expenditure.

The Fragility Context
The security and justice sectors in fragile and conflict affected states 
(FCS) present particular challenges. The international community, nota-
bly the UN (and others such as the African Union), may be the main 
provider of security and justice services for these countries—for example, 
where a noninclusive peace agreement is in effect.52 Such contexts also 
include countries that are beset by high rates of urban crime and vio-
lence, a large part of which may be associated with organized crime, as 
in Central America.

Figure 1.2 Types of Violence

•  Interstate wars
•  Intrastate wars
•  Irregular armed conflicts (e.g., guerrilla or paramilitary groups)

More or less
localized
collective
violence

•  Organized crime (and underground economies)
•  Communal violence (riots, pogroms, blood feuds)
•  Gangs
•  Scattered attacks (brawls, lynchings)

Individual
violence

•  Indiscriminate assaults, theft, robbery, crime
•  Domestic violence, child abuse
•  Family or private violence (e.g., over inheritance, property titles)

Major
organized
political
violence
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Our general view here is that the findings and recommendations of the 
PER process are as applicable in FCS as they are in middle-income coun-
tries, although a number of caveats apply. PER teams in FCS face some real 
challenges, ranging from scarce data to limited access to certain parts of the 
country (see table 1.4 for a summary of issues specific to FCS). These obsta-
cles highlight the importance of the process aspects of the PER exercise; 

Table 1.4 Issues of Relevance for Fragile and Conflict-Affected States (FCS)

FCS factors Impact upon the security sector

Type of political settlement The political settlement may be characterized by a weak political 
bargain between the competing stakeholders. This will affect decision 
making and coherence at the national level and in turn will impact the 
rationalization of security forces.

A military victory, of one party over another, may privilege the security 
forces to such an extent that it will be difficult to incorporate the 
sector into the public financial management system and strengthen 
accountability and oversight systems.a

Weak institutional capacity Relevant challenges include the paucity of data and analysis on the 
sector, weak systems and controls in place, and the expectation that 
public sector reform results will take time. 

Limited oversight capacity Weak institutions both inside the state and outside mean that there is 
weak oversight and citizen control of the security sector. 

Legacies of conflict and 
violence

Armed conflict and violence may have resulted in extensive social 
trauma, including displacement, casualties, and physical destruction. 
A traumatized population possibly bearing continued grievances 
will require specific and carefully considered security and justice 
provision, including potential mechanisms for transitional justice.b

Role of the security sector FCS are characterized by the absence of rule of law, impunity 
of security services, and prevailing insecurity. On one hand, 
governments and partners will want to prevent the security services 
from preying on civilians; on the other hand, functioning police and 
criminal justice institutions are needed to support governments in 
addressing violence and crime.

Weak macroeconomic 
position

Armed conflict most likely results in increased borrowing and greater 
debt combined with increased expenditures on the sector. In turn, 
a widespread conflict will likely harm the economy, prospects for 
growth, and revenue projections. 

External financing The financing of the security sector by external donors can lead to 
distortions and questions about sustainability and about recording of 
external funds (that is, whether on or off budget).c

Cost drivers Conflict or violent settings will result in several potentially high cost 
drivers for the sector, including (i) integration of armed groups into 
one army financed by the state, (ii) demobilization and reintegration 
of ex-combatants, and (iii) establishment of transitional justice 
mechanisms such as special courts. 

a. Adejumobi and Binega 2006.
b. Transitional justice traditionally comprises a number of components, such as (i) rehabilitation of the public 
sector, including criminal justice institutions; (ii) accounting for past crimes through prosecutions, truth telling, 
and reparations; and (iii) vetting of security sector personnel.
c. World Bank 2005.
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the PER team may need a longer time frame than usual in order to ensure 
that minimal objectives for policy and system reform are achieved.

Gender and Security
The provision of personal security is highly gendered.53 Women’s and men’s 
security and justice needs—and their perceptions of the public services pro-
vided—can differ significantly. It is well known that in armed conflict the 
main casualties are women (and children),54 whereas in gang violence the 
main casualties are young men 15–24 years old. In turn, security services 
are generally dominated by men: in Canada women make up only some 18 
percent of the police force; in the United States the share is smaller, at 12–14 
percent. At high levels of government, women’s representation in the secu-
rity sector is very low: in 2008, women held 1,022 ministerial portfolios 
across 185 countries, but only 6 of these were in areas of defense and veter-
ans’ affairs.55 It is thus important for the PER team to examine the particu-
lar aspects of gender from the strategic to the operational level. Some 
examples are outlined in box 1.1.

The Security Sector: Institutional and Functional Mapping
Security Institutions
There are many tools available that can assist a PER team in assessing the 
security sector and in understanding its place within the country and 
 government contexts.56 The security sector is most commonly defined by 
the types of institutions it encompasses. The two main international 
sources, the UN and the OECD DAC, define the security sector in similar, 
 institution-based terms (see box 1.2).57 Their examples of institutions com-
prising the security sector are illustrative; in reality, there are a wide variety 
of institutions that fit into these broad categories, and the exact configura-
tion of institutions varies by context.

Box 1.1 Examples of Gender Issues in a Security Sector Public Expenditure Review

• Recognition in government strategic priorities. The government may be seeking to respond to 

a number of specific concerns that relate to gender differentiations in violence and security, 

such as increases in gender-based sexual violence or in violence among youth around schools.

• Representation through governance and accountability. Auditory, judicial, and legislative 

accountability mechanisms, both internal and external, may include women to a greater or 

lesser extent; and the gender aspects of security and justice provision may be more or less a 

part of the normal sector discourse.

• Redress through personnel recruitment and prevention. The government may have a general 

priority to increase female enrollment in the armed forces or the police, or it may have specific 

targets to address specific needs, such as increasing women’s presence at control points on 

borders or seaports/airports (to check men and women), increasing specific female-staffed 

sexual crime units, or ensuring that particular security and criminal justice policies pay atten-

tion to gender issues such as sexual violence.
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A useful graphic (figure 1.3) is used by the International Security Sector 
Advisory Team (ISSAT) in its assessment toolkit to set out the various com-
ponents of the sector and their interconnections.

In many societies, a number of institutions that are not funded through 
public revenues may also deliver public security and justice. These insti-
tutions include traditional, nonstatutory police and courts whose opera-
tions are either only partly or not at all codified in law and which are not 
funded through the tax system; examples are private security and com-
munity responses to criminality. While it is often assumed that the pro-
cesses of social and economic development will lead to an increase in 
formal responses to insecurity and a decrease in informal (nonstatutory) 
responses, in fact this has not always been the case, and many develop-
ing societies continue to have strong nonstate responses to crime and 
insecurity.58

A valid critique of the SSR approach is therefore that it tends to be 
“Weberian” in its conception of the state, identifying and analyzing institu-
tions that replicate the European-state model. In many countries, these sys-
tems are neither historically appropriate nor affordable; thus the degree of 

Box 1.2 Definitions of “Security Sector”

UN Definition

“The ‘security sector’ is a broad term often used to describe the structures, institutions and person-

nel responsible for the management, provision and oversight of security in a country. It is generally 

accepted that the security sector includes defense, law enforcement, corrections, intelligence 

 services and institutions responsible for border management, customs and civil emergencies. 

Elements of the judicial sector responsible for the adjudication of cases of alleged criminal conduct 

and misuse of force are, in many instances, also included. Furthermore, the security sector includes 

actors that play a role in managing and overseeing the design and implementation of security, such 

as ministries, legislative bodies and civil society groups. Other non-State actors that could be con-

sidered part of the security sector include customary or informal authorities and private security 

services.”a

Organisation for Economic Co-operation and Development (OECD) Development Assistance 

Committee (DAC) Definition

“The OECD DAC Guidelines on Security System Reform and Governance agreed by ministers 

in 2004 define the security system as including: core security actors (e.g., armed forces, police, 

gendarmerie, border guards, customs and immigration, and intelligence and security ser-

vices);  security management and oversight bodies (e.g., ministries of defense and internal 

affairs,   financial management bodies and public complaints commissions); justice and law 

enforcement  institutions (e.g., the judiciary, prisons, prosecution services, traditional justice 

 systems); and non-statutory security forces (e.g., private security companies, guerrilla armies 

and private militia).”b

a. UNSG 2008, 5; and UN Security Council Resolution 2151.
b. OECD 2007, 5.
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informality or formality of institutions and the share between public and 
private service provision will vary hugely depending on country context. In 
countries where public institutions may be nascent, governments and citi-
zens rely heavily on informal governance structures to exercise security and 
justice functions. This critique is examined in box 1.3.

The operations and activities of these entities may complement those of 
the public institutions. But if these entities compete with (or are even in 
conflict with) public institutions, a number of issues may arise:

• It may not be clear what the jurisdictional boundaries are between 
various entities; role definitions (or their absence), including in rela-
tion to command and control over non-national forces, may likewise 
be unclear.

• It may not be clear to what extent these entities exist because of public 
bodies’ failures (real or perceived) or their lack of social and political 
legitimacy.

Figure 1.3 State and Nonstate Institutions of the Security and Justice Sectors
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justice
providers

State

State security providers
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Police, presidential guards
National guards, civil defense
Intelligence and secret services

Nonstate security providers
Private military and security companies
Unofficial armed groups
Self-defense groups
Customary security providers

Nonstate justice providers
Defense lawyers
Legal aid, awareness, and 
    legal education bodies
Victim support bodies
Customary justice providers

State justice providers
Courts (civil and military)
Prosecution services
Corrections services

Governance and oversight
Legal framework
Legislature/parliamentary committees
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Ministry of Interior
Ministry of Finance
Ministry of Defense
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Source: ISSAT, “Introduction to Security Sector Reform, Lesson 1—Introduction to the Concept of Security 
Sector Reform,” http://issat.dcaf.ch/Learn/E-Learning/Introduction-to-Security-Sector-Reform. © International 
Security Sector Advisory Team. Reproduced with permission from International Security Sector Advisory Team; 
further permission required for reuse.
Note: NGOs = nongovernmental organizations.



 Introduction to Securing Development   81

• It may not be clear to what extent their operational ethos accords 
with the legal restrictions placed on the conduct of statutory institu-
tions (e.g., in relation to the use of force or the securing of due process 
and rights for suspects and accused persons).

It can be useful for analytical purposes to break up the sector into sub-
systems. For the purposes of this sourcebook, there are essentially three 
subsystems: defense, police, and criminal justice. A more expansive PER, 
however, could include other subsectors, such as the intelligence system 
(comprising the police, intelligence collection agencies, strategic analysis 
organizations, military, and oversight institutions).59 We have chosen to 
focus on the core subsystems but the same principles of approach and 
analysis can be applied to these other subsectors.

Security Functions
The most commonly used functional classification of government activities 
is the UN Classification of the Functions of Government.60 The composi-
tion of the “defense” and “public order and safety” functions as defined by 
the UN and the International Monetary Fund (IMF) are shown in box 1.4.61 
These systems provide a useful basis for countries establishing their own 
classification systems. However, countries often adapt these systems to their 
own program structures, and many countries have likely adjusted the stan-
dard classification for security-related functions, as it is incomplete. 
Specifically, it excludes intelligence services that are not directly linked to 
the defense forces or the police, as well as the myriad of special security 

Box 1.3 Nonstate Actors and Informal Institutions

As many have noted, most poor people rely on nonstate actors or so-called hybrid political orders for 

the provision of basic security and justice services.a These nonstate actors include vigilance groups 

formed to combat local crime; religious police; ethnic or clan militias; civil defense forces; semicom-

mercial anticrime groups; autonomous local government security structures; customary institutions 

such as elders exercising judicial functions; restorative justice community-based organizations; and 

locally formed peace committees.b

Such bodies rarely have formal budgetary processes that can be incorporated into a Public 

Expenditure Review (PER) and for which specific costs can be determined. They are by nature indi-

vidual or informal collective responses to a perceived or actual failure by public bodies to exercise 

security and justice functions, and they are therefore not likely to include financial management sys-

tems. However, they could be part of a security sector PER for two reasons: First, if they provide 

security and justice in parallel to public institutions, then it may be in the government’s interest to 

consider their policy, legal, and financial implications. Second, many of these bodies function by 

exacting informal “taxation” upon local communities, so that a better understanding of these revenue 

systems could also show governments some innovative options for affordable service provision.

a. See Luckham and Kirk 2012; and OECD 2007, which states that “in sub-Saharan Africa at least 80 percent of 
justice services are delivered by non-state providers” (17).
b. Baker 2010. The list was compiled for Africa but is more widely applicable.
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services that typically exist in most countries. It also mixes institutions with 
functions (law courts and prisons versus the various functions that law 
courts and prisons fulfill, for example).

What is more, there is often crossover in terms of functions. Defense 
forces are viewed in most OECD countries as intended to protect countries 
from external threats; however, in many countries, the military plays a criti-
cal domestic role. Further, there may be other institutions that play a role in 
the security sector (or that are deemed to do so). These might include the 
authorities responsible for managing borders and border posts, the revenue 
authorities, and various independent and specialized law enforcement agen-
cies, including those focused on combating corruption, policing money 
laundering, and enforcing traffic laws. In addition, some jurisdictions may 
impose noncustodial sentences that require convicted offenders to obtain 
alcohol or drug rehabilitation or engage in some form of public service. As 
they are public, the mandates and operations of these institutions are codi-
fied in law, while their resources are supplied from public revenues.

Conclusion

This introductory chapter has offered a brief overview of the role of security 
and justice institutions in a changing global context. It has further pointed 
to a practical application of the security-development nexus—specifically, 

Box 1.4 Functions of Security Institutions

International Monetary Fund Functional Breakdowns of Defense and Public Order and Safety

Defense: military defense, civil defense, foreign military aid, military R&D, other defense

Public order and safety: police services, fire protection services, law courts, prisons, public order

R&D, other public order and safety

UN Classification of Defense and Public Order

02 Defense

02.1 Military defense

02.2 Civil defense

02.3 Foreign military aid

02.4 R&D defense

02.5 Defense (n.e.c.)

03 Public order and safety

03.1 Police services

03.2 Fire protection services

03.3 Law courts

03.4 Prisons

03.5 R&D public order and safety

03.6 Public order and safety (n.e.c.)

Sources: United Nations Statistics Division; IMF 2014, table 6.1.
Note: n.e.c. = not elsewhere classified; R&D = research and development.
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the emerging practice of including the public finance dimension in the  policy 
dialogue on security and justice. This approach is by no means the norm, 
but it has utility in addressing critical sector issues such as the affordability, 
effectiveness, efficiency, and accountability of services delivered.

A number of potential entry points are available for raising the public 
finance perspective, with the expectation that over time the security 
actors (ministries, departments, and agencies) will participate in the regu-
lar  budgetary process. In many countries this path may be unlikely, how-
ever, and then the decision about whether to undertake a PER carries with 
it certain risks that need to be assessed and discussed with the government 
concerned.

In opening the dialogue among government stakeholders, most PER 
processes have followed some kind of road map (outlined in annex 1A); 
this chapter considered two important aspects of the PER process, context 
(political, security, and economic) and institutional architecture. Chapter 
2 goes into more detail about economic management policy issues as well 
as the principles and methodologies relating to PFM. That discussion lays 
the foundation for the consideration of the three main subsystems of the 
security sector in the respective chapters on defense, policing, and crimi-
nal justice.

Staff from the World Bank as well as from the UN have applied this 
framework to an evolving body of PERs undertaken in the last 10 years in 
about 20 countries. These PERs have varied in context (from rich middle-
income countries to those undergoing war-to-peace transitions), scope 
(from defense to justice), time frame (a few months to three years), cost 
(from one individual’s time for a few staff weeks to a large team of experts 
and several hundred thousand dollars), and impact.

A number of lessons can be taken from this work.
Undertaking a process of engagement is critical to securing buy-in from 

the various stakeholders involved in the PER and hence to ensuring access 
to the right and most relevant counterparts and the best data. This process 
may involve relatively high up-front transaction costs, such as holding a 
number of “expert workshops” with invitations to people from around the 
country, the region, and beyond, in order to share experience and expertise 
on the sectors, the issues related to confidentiality, and the objectives and 
expected outcomes of the exercise.

It is important to obtain a relatively good idea of the scope of work early 
on, given that the issues concerning security and justice can be so enormous. 
A wide scope encompassing both the military and criminal justice sectors 
provides policy makers with an overview of all instruments available for 
delivering security and justice services. This wide scope is particularly 
important when examining critical questions about the balance between the 
military and the police, or about the criminal justice chain linking policing, 
judicial, and corrections functions. However, such a wide scope can be 
costly and take time, requiring the necessary expertise to cover all these 
subsectors. A narrow scope can be more manageable and produce more 
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rapid results, though it risks missing links with other subsectors. Given the 
range of potential issues, an early agreement on the key questions that 
counterparts want help in answering is critical to defining the scope and 
ultimately the success of the PER.

The sharing of data can be challenging, particularly because much of 
the material may be sensitive, if not confidential, and in some contexts 
there may be very little data to share. What can help data exchange is a 
sharing of preliminary “stock-take notes” with key interlocutors that 
set  out what is known; this can prompt a more intense sharing of 
information.

Finally, a PER should be seen as the start of a process of engagement 
on public finance and the security and justice sectors, and not a one-off 
event. Some issues might be dealt with relatively immediately, such as 
determining the fiscal gap on various options for the composition and 
structure of the sector. But addressing issues where adaptation and 
reform are sought, such as those relating to PFM and integration into 
the national budget process, will take time. It is to these issues that we 
turn in the next chapters.

Annex 1A: Key Steps for Undertaking a Security Sector PER

Table 1A.1 Key Steps for Undertaking a Security Sector Public Expenditure Review 
(PER)

Step Key issues

Preliminary steps

1.  Government 
consultation and 
ownership

There must be traction within security sector ministries, departments, and 
agencies as well as finance ministries. Clarity should be achieved on the 
following issues: (i) scope—e.g., whether to include both economic policy and 
public financial management (PFM) issues, whether to include all security actors 
or focus on one subsector (defense or criminal justice); (ii) legal restrictions on 
freedom of information; (iii) the PER’s focal points; and (iv) the existence of an 
explicit request for assistance (where international partners are involved). 

2.  Establishing a PER 
team

A government or international practitioner team—one with the skills 
needed to cover both the political/security and public financial aspects of 
the review—is selected to carry out the PER. The team should be given an 
appropriate time frame for the work and should be properly resourced. 

Analysis of context

3.  Political security 
context

The team analyzes the political, security, social, and economic contexts, 
including the relevant international treaties (peace agreements, sanction 
regimes, etc.), participation in regional organizations, and key security 
threats, challenges, and patterns over time. This effort should include aspects 
of gender as well as analysis of underlying drivers of fragility if appropriate. 

4.  Macrofiscal context The team describes and analyzes the various macrofiscal scenarios (overall 
government revenues versus expenditures, economic growth potential and 
risks) in the short, medium, and long term as well as the budgetary implications 
of the macrofiscal context for the different sectors (not only the security sector). 

(Table continues on next page)
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Annex 1B: Literature Review on the Nexus between 
Military Expenditure and Growth

In theory, military spending can affect economic growth in a variety of 
ways. On the positive side, studies have suggested that higher military 
spending increases economic growth through improved security, direct ben-
efits (feeding, housing, and training), positive spin-offs (dual-use infrastruc-
ture, modernization, efficiency), and increased aggregate demand. On the 
negative side, studies have suggested that higher military spending decreases 
economic growth through misallocation of resources and crowding out of 
productive investments. However, as noted by Heo: “No political or eco-
nomic theory surveyed is applicable to all the countries all the time. Because 
of the complicated nature of the relationship between military spending and 
economic growth, considerable disagreement still exists. Consequently, the 
impact of defense spending on economic growth is an empirical question 
rather than a theoretical one.”62

Unfortunately, the empirical relationship between military spending 
and economic growth is ambiguous and inconclusive. Citing previous 

Step Key issues

Understanding the sector

5.  Institutional and 
functional mapping

The team examines the key institutions (state and nonstate) and their 
functions at all levels (central down to local), along with the key actors and 
their relationships and interests.

6.  Strategic and policy 
objectives

The team identifies the sector or subsector national strategy, related 
policy papers, and key documents for the various subsectors and related 
legislation. 

Analysis of the key economic policy and PFM issues

7.  Public expenditure 
policy 

The team analyzes the situation of the security sector within the overall 
fiscal framework; the realism and affordability of the overall envelope; 
the efficiency of subsector allocations; the effectiveness and efficiency 
of operations; and the systems for strengthening civilian oversight, 
accountability, and governance. 

8. Scenarios In light of the macroeconomic framework, available resources, political 
security context, and security objectives, the team determines financing 
scenarios for the government going forward.

9.  Public financial 
management 

The team analyzes the systems and processes in place for budget credibility, 
comprehensive and transparent budgeting, policy-based budgeting, 
predictable and controlled budget execution, recording and reporting, and 
external scrutiny and audit. 

Conclusions

10.  Options and 
recommendations

The team describes options and makes potential recommendations. 
A process should be devised to ensure incremental implementation of the 
recommendations and continuing buy-in from the various line ministries. 

Table 1A.1 Key Steps for Undertaking a Security Sector Public Expenditure Review 
(PER) (continued)
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studies, Dunne63 provided a useful overview of the mixed results to date: 
in a survey of literature on military spending growth, Chan64 found a lack 
of consistency in the results, while a review by Ram of 29 studies65 found 
little evidence of either a positive or negative effect of defense outlays on 
growth. Dunne66 covered 54 studies and concluded that military spending 
had at best no effect on growth and was likely to have a negative effect. 
Smith67 concluded that the large literature did not indicate any robust 
empirical regularity, positive or negative; he suggested there is a small 
negative effect in the long run, but one that requires considerably more 
sophistication to find. In a review of Africa, Smaldone68 considered mili-
tary spending relationships to be heterogeneous, elusive, and complex, but 
concluded that variations can be explained by intervening variables; the 
effects can be both positive and negative but are usually not pronounced, 
although the negative effects tend to be wider and deeper in Africa and 
to  be most severe in countries experiencing legitimacy/security crises 
and   economic/budgetary constraints. Dunne and Uye,69 who surveyed 
102  studies on the economic effects of military spending, reported that 
almost 39 percent of the cross-country studies and 35 percent of the case 
studies find a negative effect of military spending on growth, with only 
around 20 percent finding a positive effect for both types of studies. 
Models allowing for a demand side, and hence the possibility of crowding 
out investment, tend to find negative effects, unless there is some realloca-
tion to other forms of government spending; those with only a supply side 
find positive, or positive but insignificant, effects. That the supply-side 
models find a positive effect is not a surprise, given that the models 
are inherently structured to find such a result (Brauer and Dunne70). Thus 
the fact that over 40 percent of the studies found unclear results could 
actually be interpreted as providing further evidence against there being a 
positive impact of military spending on the economy.

The early literature mainly applied cross-sectional analysis to estimate 
the average effect of military spending on economic growth. The results 
were mixed, suggesting there is no average effect or that it is highly condi-
tional on sample, period, and model specification. Accordingly, some 
studies attempted to classify countries by economic or regional character-
istics, and indeed found conditional effects. Although there was no con-
sensus, the preponderance of evidence showed that increased military 
spending negatively affected (or at least did not encourage) economic 
growth during the Cold War period. This view was taken up by the devel-
opment community, which generally advocated that countries reduce their 
military burden.

Benoit71 was the first to apply econometric analysis to the growth effects 
of military spending, sparking a dense and still active literature. He applied 
correlation analysis to a 44-country sample (covering about three-quarters 
of the developing world’s population), gross national product, and defense 
expenditures outside of China. The study investigated the effect of the 
defense burden on economic growth in the civilian (nondefense) sector. 
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Contrary to expectations, it found that when military dictatorships were 
excluded and the effects of foreign assistance and the investment rate were 
controlled for, the countries with the highest defense burdens typically 
grew the fastest. Reverse causality was discounted on grounds of theory: 
political and military leaders’ threat perceptions were thought to deter-
mine the size of the military burden, not economic variables like income 
per capita or tax receipts. To explain these findings, Benoit hypothesized 
that a higher defense burden attracted bilateral economic assistance; that 
defense spending increased aggregate demand; and that the civilian econ-
omy might benefit from military expenditures on food, education and 
training, the construction of public works, and various scientific and tech-
nical services.

Frederiksen and Looney72 posited that Benoit73 had neglected countries’ 
financial resource constraints. A severely resource-constrained country is 
likely to cut development projects to maintain defense spending. These cuts 
will inhibit growth directly and also lead to a simultaneous decrease in pri-
vate investment. In contrast, relatively resource-unconstrained countries 
can afford growth-oriented projects while sustaining (or increasing) defense 
expenditures. To test their hypothesis, they divided countries into two 
groups—resource constrained and resource unconstrained—and used 
Lim’s74 specification of the military-expenditure-growth relationship. Their 
empirical results confirmed their hypothesis: military expenditure was 
found to have a positive and statistically significant effect for the uncon-
strained group, and a negative but not significant effect for the constrained 
group. In response, Ball75 pointed to a number of methodological and inter-
pretational problems shared by Frederiksen and Looney76 and Benoit77 
(which were known to the former), including a lack of political analysis, 
failure to consider the effects of corruption, and a theoretical uncertainty 
about the impact of external resource flows.

Landau78 (1993) hypothesized that the impact of military expenditures 
on growth was a combination of three effects: (i) increased security (posi-
tive), (ii) pressure for government efficiency (positive), and (iii) diversion of 
resources from productive investments (negative). Moreover, the net effect 
would be nonlinear: at low levels of military expenditure, security and effi-
ciency effects would predominate and thus promote growth, but at higher 
levels “the negative resource-use impact will lead to lower growth.” His 
regression analysis used a sample of 71 countries with a population of 
2 million or more covering the time period 1969–1989. Control variables 
were selected on the basis of data availability, demonstrated influence on 
economic growth, and exogeneity with regard to military expenditure; they 
included the growth rate of developed countries, debt burden, average life 
expectancy, political condition variables (including the existence of civil or 
interstate war), and the share of fuel exports in national product. Growth 
variables were lagged to assess the long-term impact of the regressions and 
to control for endogeneity (because future growth could not explain past 
military expenditures). As expected, the analysis showed a nonlinear 
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relationship, with statistically significant positive effects at low levels and 
statistically significant negative effects at higher levels. The results were not 
sensitive to changes in specification, but regional variation was observed 
that suggested the full sample results were being driven by Asia, the Middle 
East and North Africa, and southern Europe. The relationship did not hold 
for Latin America or Sub-Saharan Africa in isolation. As the study noted, 
Latin American countries did not generally face significant threats from one 
another, whereas in Sub-Saharan countries not at war, there was an 
observed pattern of low per capita output and small size. In both cases, the 
result was relatively low military spending by world standards—too low to 
adequately test the inverted-U relationship because higher levels of military 
spending were not observed.

Landau79 also tested the specific channels through which military spend-
ing affected growth. His analysis found no evidence that security or diver-
sion of resources was significant, but it did provide support for the efficiency 
argument. Finally, Landau also tested the economic impacts of military 
expenditure beyond growth, and found that a higher military burden “does 
not reduce expenditure on education, health, and infrastructure as shares of 
GDP in developing countries in general.” Instead, as the military burden 
increases, overall government spending increases to keep social and infra-
structure spending from declining as a share of GDP. Similarly, he found no 
significant negative impact of increased military burden on measures of 
inflation, education, investment, balance of trade, official transfers, or the 
overall balance of current and capital accounts.

Knight, Loayza, and Villanueva80 determined that military spending was 
growth retarding because of its adverse effects on capital formation (crowd-
ing out) and resource allocation. Using a sample of 79 countries over the 
period 1971–1985 and averaging growth over five-year periods to lessen 
the effect of short-run fluctuations, they applied a standard neoclassical 
growth model to cross-sectional and panel data to simulate the links 
between military spending, productive investment, and the long-run growth 
of per capita capacity output. They then used the estimated model to simu-
late the long-run effects of the expected post–Cold War “peace dividend,” 
which they defined as the percentage difference in real capacity output per 
capita resulting from a reduction in military spending compared to a base-
line absent such reductions. For both the investment and the growth equa-
tions, the estimated coefficients were significant and of the expected sign. 
According to their analysis, the direct effect of higher military spending on 
growth was “unambiguously negative and large,” and the indirect effect, 
through the impact of military spending on productive investment, was also 
statistically significant and negative. Their simulation indicated that if peace 
and associated military spending cuts could be sustained, they would result 
in substantial gains in capacity output over the long run.

Heo81 (1999) used a three-sector production function where inputs 
of capital and labor produce output in the military, nonmilitary govern-
mental, and private sectors. The analysis covered 80 countries over the 
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period 1961–1990. He found that “approximately 60 percent of both 
developing and developed countries showed a negative elastic relation-
ship between economic outputs and an increase in the defense burden.” 
He noted that the difference with the Benoit study might be in research 
design (linear versus nonlinear) or in Benoit’s inclusion of technology in 
the production function. Interestingly, an increase in nonmilitary gov-
ernment spending was found to be even worse for growth, with 70 per-
cent of developing countries and 82 percent of developed countries 
showing negative elasticity with respect to an increase in nonmilitary 
government spending.

Early comments on the literature offered useful critiques of the theory 
and econometric techniques being used, but did little on their own to 
explain the growth effects of military spending. For example, Ball82 broadly 
questioned the value of regression analysis in illuminating complex issues 
like armament and economic growth, and noted that rapid rates of eco-
nomic growth do not imply equitable distribution of wealth, social equality, 
or self-sustaining economic growth. Ball questioned Benoit’s (1978) defini-
tion of foreign assistance and Benoit’s interpretation of the relationship 
between economic growth and military expenditure, and contended that 
the quantified relationship did not address the presumed growth-enhancing 
contributions made by military expenditure. In particular, Ball argued that 
by excluding foreign private investment, multilateral aid, and military assis-
tance, Benoit “stack[ed] the deck in favor of the defense burden.” Ball 
maintained more generally that the inflow of foreign resources cannot 
“automatically be equated with an increase in domestic investment rates or 
with increased economic growth,” nor can the supposed benefits of military 
spending be presumed to operate simultaneously or effectively in individual 
countries without careful examination.

Meanwhile, advocacy in the development community generally reflected 
the negative empirical results. Most prominently, McNamara83 proposed 
that worldwide defense expenditures be cut in half to roughly 2 percent 
of  GDP. Writing in response to a radical change in Soviet policy under 
Gorbachev and the prospect of an enduring end to the Cold War, McNamara 
proposed a transition away from power politics and the use of national 
militaries as the ultimate guarantor of security to a system of collective 
security managed by the United Nations Security Council and led by the 
United States. He asserted that worldwide military expenditures would 
decrease by a quarter relative to 1989 levels due to the termination of ongo-
ing conflicts and easing of tensions between the United States and the Soviet 
Union; he said expenditures could (and should) be reduced by half if arms-
producing countries limited exports, budget-support policies considered the 
fungibility of resources, and a system of collective security guaranteed the 
territorial integrity of states. Although conceding that “the role of the mili-
tary is the prerogative of each government,” McNamara further advocated 
conditioning financial assistance on progress toward “optimal” levels of 
military expenditure in developing countries.
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More recent contributions to the literature better assess heterogeneity 
among countries, regions, and income groups. Among them are case studies 
of individual countries, which provide econometric and political analysis to 
explain country-specific effects. Other studies apply recently developed and 
more advanced econometric techniques to determine the growth effects of 
military spending on finer subsets of countries, including regional and 
income groups.

Antonakis84 asserted that the ambiguous evidence from prior cross-
sectional studies was mainly due to “differences in the specificational 
choices and time periods examined and the different databases used 
across the various studies,” a point made earlier by Ball85 and others. 
Following Deger86 and Kusi,87 Antonakis noted that the effects of mili-
tary expenditure cannot be generalized across all countries because of 
different—and dynamic—structural factors, namely in countries’ natu-
ral environments and socioeconomic structures. He therefore advocated 
a case-study method using time-series data on individual countries. In 
this study, Antonakis analyzed Greece—which had the highest military 
burden among NATO and European Union countries in the post-war 
period—using a simultaneous-equation model “to capture the multiple 
conduits through which one  variable affects another.” He identified 
three mechanisms through which military expenditure can affect growth: 
(i) direct and indirect spin-offs (increased aggregate demand and mod-
ernization); (ii) reallocation of resources (trade-offs between military 
spending  and investment); and (iii) the creation of new resources 
(increased profitability through inflation, which leads to higher invest-
ment and thus growth). He concluded that “the effect of  military expen-
diture on economic growth in Greece is significantly negative,” with a 
unit percent increase in the military burden reducing the output growth 
rate by 0.413 percent—comparable to the effect Deger88 found for his 
sample of 50 countries.

In a similar vein, Caruso and Francesco89 analyzed the growth effects 
of military spending in Italy. Specifically, they tested the effect of military 
expenditure on productivity, which was interpreted as a long-run deter-
minant of economic growth. Their production function used labor and 
capital as inputs, augmented total-factor productivity by the military bur-
den to assess its impact, and lagged the dependent variable to account for 
dynamic adjustment. When estimated, their model showed that the “mili-
tary sector indeed imposes a real cost in terms of overall growth and 
productivity,” and concluded that “if military expenditures are substi-
tuted by civilian expenditures, Italian overall productivity would be 
expected to improve.”

For a sample of 170 countries over the period 1988–2006, Dunne90 
used a fixed-effects model to test the effect of military spending on capital 
accumulation and thus economic growth. For the sample as a whole, his 
model showed a “clear negative effect of the change in military burden, but 
not the lagged level,” suggesting “evidence of short run negative effects 
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of  military spending, but not long run.” Estimates for the subsample 
of  nondeveloped (low- and middle-income) countries were remarkably 
 similar. Long-run negative effects were significant only for low-income 
countries. According to his analysis, this finding could be caused by the 
level of conflict— particularly civil conflict—in poor countries, which 
would be most prevalent in the Sub-Saharan Africa region. However, esti-
mates for “major conflict” countries were not significant, although this 
could be due to the small subsample of eight countries. He concluded that 
conflict could be an important determinant (fundamental or intervening), 
but that further research was necessary to assess its impact on the growth 
effects of military spending.

Finally, Chang et al.91 used a newly developed bootstrap approach that 
incorporates time-series and cross-sectional dimensions to assess the impact 
of military expenditure on growth for China and the G7 countries for the 
period 1988–2010. This approach allowed them to capture cross-country 
interrelations (through globalization, international trade, and financial inte-
gration) and heterogeneity between countries in economic and institutional 
terms. Empirical tests confirmed dependency and heterogeneity; this result 
“implies that a shock occur[ing] in a country is quickly transmitted to other 
countries,” but also that “the direction [of] causal linkages among the vari-
ables of interest may differ across countries.” This finding confirms the 
intuition of Antonakis92 and others that the effect of military spending on 
growth is country specific, but suggests that some common patterns might 
be identified. Indeed, according to the analysis, “like” countries had similar 
outcomes: military spending had a negative effect on economic growth in 
the United Kingdom and Canada; military spending had no discernible 
effect on economic growth in France, Germany, and Italy; there was a bidi-
rectional (feedback) relationship between military spending and economic 
growth in Japan and the United States (showing a negative reinforcement in 
both directions for Japan and mixed effects for the United States, with 
increased expenditures negatively affecting growth but increased growth 
positively affecting military expenditures); and one-way (reversed) causality 
in China, where higher economic growth resulted in higher military 
expenditures.
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CHAPTER 2

The Basics of Public 
Finance and the 
Security Sector

Introduction

This chapter brings together the two perspectives that lie at the core of this 
book: that of public finance, on the one hand, and that of the security sector 
on the other. This chapter serves as a guide to security sector practitioners 
on the key principles and issues relating to the budgetary process. As such, 
it focuses on explaining how the national budget can be an instrument for 
discussing, negotiating, and reconciling security and economic policy con-
siderations, so that governments can meet their defense and criminal justice 
objectives within their fiscal parameters and according to general public 
financial management (PFM) standards.

The chapter starts with basic definitions of budget principles and classi-
fication and shows how the security sector is integrated into a government’s 
budget cycle. It then highlights ways in which good expenditure planning 
and management practices can be applied to security institutions in order to 
ensure both the sustainability of security spending and the functioning of a 
country’s PFM systems.

Budgeting and the Security Sector: Key Concepts
The National Budget

The national budget provides the financial basis for the delivery of govern-
ment functions and the implementation of public policies. By balancing com-
peting objectives, it allows the government to strategically allocate scarce 
public resources to achieve the greatest public good. It also promotes account-
ability by associating public funds with specific government services.



106   Securing Development

Particularly given the size of its spending, integrating the security sector 
into the national budget is essential for meeting the four overriding fiscal 
goals of: (i) macroeconomic stability, (ii) allocative efficiency, (iii) opera-
tional efficiency, and (iv) fiscal transparency and accountability. A security 
sector that is too large to be sustainable will promote macroeconomic insta-
bility, which directly harms poverty reduction and economic development 
efforts and which may itself become a source of conflict.1 Meanwhile, funds 
dedicated to the security system need to be expended effectively and effi-
ciently to best provide defense, ensure internal public order, deliver justice 
functions, and promote and lay the foundation for broad-based poverty 
reduction and economic development. Money that is wasted on unneces-
sary weapon systems or inappropriate force structures, or that is lost to 
corruption, undermines the purpose for which it was intended and can 
 promote insecurity. Finally, fiscal transparency is essential to holding the 
government accountable for the use of public resources.

Ultimately it is important to recognize that budget formulation is a polit-
ical process, and it is not reducible to technical means. It necessarily requires 
trade-offs between diverse policy objectives, the relative merits of which are 
a matter of interpretation. For instance, this sourcebook argues that defense 
is a necessary government function and that security is a precondition for 
poverty reduction and economic development. That does not mean, how-
ever, that the military sector should enjoy special status beyond what is 
actually necessary. Competing on a level playing field, through a formal 
process, is the surest means to achieve optimal results for the military sector 
and the country as a whole.

Budgetary Principles

There has been long-standing agreement on basic budgetary principles, 
which codify characteristics of a budget to fulfill their functions.2 The exact 
formulation of these principles varies by source, but each set incorporates 
principles for the composition and character of the budget (comprehensive-
ness, discipline, specification, periodicity, accuracy, predictability), as well 
as for the budget formulation process and its relevance to society (legiti-
macy, contestability, transparency, accountability). A typical, contempo-
rary list of budget principles is provided in table 2.1.

These principles are a guide; no PFM system in the world is perfect, and 
actual budgetary conditions might deviate significantly. In conflict-affected 
or fragile states, the Public Expenditure Review (PER) team should expect 
serious weaknesses, and application of budgetary principles will likely be 
especially difficult. But every PFM system can be improved incrementally, 
and these principles can provide a framework or set of objectives for the 
PER team’s “best fit” reform plan. For example, these budgetary principles 
stipulate that public budgets should be comprehensive. A PER that identi-
fied off-budget revenue generation or expenditure for the military sector 
would therefore recommend that it be incorporated into the national 
budget.
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Table 2.1 Budgetary Principles

Principle Description

Comprehensiveness The budget must encompass all government revenues and expenditures to 
prevent off-budget items from undermining planning, control, and oversight. 
All budgetary operations should be covered in a single document, draw from 
a common pool of resources, and employ a single reporting system to avoid 
duplication and fragmentation. 

Discipline Payments must be balanced against receipts, and expenses must be balanced 
against revenues, financing, or external assistance. Countries should adopt a 
hard budget constraint, whereby policy decisions with financial implications 
are made in competition with other demands and there is no medium-term fis-
cal gap in the approved budget.

Specification The budget must specify detailed revenues and expenditures against standard 
budget codes, and must spend public resources only for the specified purpose 
and in the specified amount. If mid-cycle reallocations are necessary, they 
should be made according to established laws and regulations and approved 
by the legislature or fiscal authority.

Periodicity Budgets should be formulated and approved for a specific time period—
usually annually, but possibly less often in countries that have adopted a 
medium-term fiscal framework. Authorized and approved exceptions could 
be made for multiyear appropriations or end-of-year carryovers, but all 
transactions should be estimated for their periodic effect.

Accuracy Budgets must be derived from honest, unbiased, and credible projections of 
revenue and expenditures in order to maintain the hard budget constraint, 
facilitate strategic priority setting, and promote efficiency. Accurate and timely 
information on costs, outputs, and outcomes is essential. Political and techni-
cal bias should also be controlled.

Predictability The budget must provide for a fair degree of stability in fiscal conditions, national 
policy objectives, and program funding in order to support efficient and effective 
policy implementation and ensure that policy commitments are met.

Legitimacy Policy makers who can change budget policies during implementation must 
take part in their original formulation and authorization. This constraint 
ensures that the line agencies with the greatest information on cost require-
ments and relative utility of public funds can influence the de jure policy 
process, and it reduces the likelihood that de facto spending decisions will 
deviate from the agreed budget.

Contestability All sectors (and programs within sectors) must compete on an equal foot-
ing for funding during budget planning and formulation to ensure the best 
use of public funds. This requirement subjects existing policies to evaluation 
and reform and encourages continuous improvement of line agency perfor-
mance. It also requires that policy makers be fully aware of all relevant issues 
and information.

Transparency Information should be readily available regarding the roles and responsibilities of 
all public bodies and the bases on which budget decisions are made. This principle 
requires prompt publication of all budget documents, public deliberation of budget 
matters, and broad dissemination of budget information. In addition, the budget 
should be presented in an understandable way that leaves little room for misinter-
pretation and that allows for comparability over time.

Accountability All expenditures (and often revenues) must be voted for and authorized by 
competent authorities before execution; the executive must clearly define 
and enforce rules for budget managers and periodically report to the legis-
lature on fiscal performance; and an independent audit body must periodi-
cally report to the legislature on budget execution. Holding decision makers 
accountable maintains the separation of powers and ensures that public 
funds support the public interest.

Sources: Lienert 2013; de Renzio 2013.
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The military, police, and courts are not much different from other sec-
tors in PFM terms, and there is no valid reason why they should violate any 
of the basic budgetary principles. Limited considerations have to be made 
for legitimately secret policies, like defense plans. Public budgets might also 
legitimately include relatively small allocations to secret activities, but these 
activities should, in principle, be disclosed to legislative defense committees 
and be subject to some oversight.

Budget Classification

Budget classification is a coding system for revenues and expenditures 
at all stages of the budget process. By necessity, it must be comprehen-
sive and internally consistent. It must cover all government activities 
and address similar activities in a similar manner. The budget classifica-
tion system should also allow for aggregation, so that generalizations 
can be made about a collection of budget activities. This is especially 
important in the budget formulation process. For example, reporting 
each individual transaction in the military sector to the ministry of 
defense and the legislature would be unwieldy and infeasible. But aggre-
gated army or navy program budgets could be formulated under the 
direction of the ministry of defense and presented to the legislature for 
approval. Subsequently, those aggregates could be used for oversight 
and accountability purposes. Finally, a budget classification scheme 
should be made adaptable; threat assessments, police deployments, and 
force structures are constantly evolving, and the budget classification 
scheme must keep pace.

Budget classification lies at the heart of the fundamental budgetary 
principles listed in table 2.1, and it is usually considered a precondition 
for major PFM reform. Without a clear and consistent framework for 
classifying budgetary transactions, it is simply impossible to be compre-
hensive, specific, or accurate in the national budget. Systematic budget 
classification provides a way to categorize and structure budgetary infor-
mation so that it can be interpreted and used by defense and finance 
 officials, the legislature, and the general public. It also enables transpar-
ency, so that the military can be held accountable for delivering defense 
services. On the other hand, it is important to be cautious when introduc-
ing new classification schemes. Governments require sufficient institu-
tional capacity, discipline, and time to successfully implement a budget 
classification scheme, and inappropriate or overly complex schemes can 
result in information overload.

There are several classification systems in use, each providing different 
views of budget information and useful for different purposes. The most 
commonly used scheme is classification by administrative unit; this was the 
original form of classification, deriving from accounting systems, and it 
enables basic accountability by indicating what unit and officials are 
responsible for fund use. Classification schemes are set out in more detail 
in annex 2A.
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The Budget Cycle and the Security Sector

The budget cycle should be periodic, predictable, and sufficient in length for 
each stage to be completed satisfactorily. Overall, budget formulation can 
be broken down into four main stages, each of which requires security 
 sector participation or consideration of security concerns:

 1. Setting fiscal objectives. The government establishes the fiscal policy 
framework and determines aggregate public spending, the council of 
ministers agrees to preliminary sectoral allocations, and the ministry 
of finance issues a budget circular containing budgetary guidelines 
to the ministries of defense, interior, and justice as well as other line 
ministries.

 2. Preparing budget requests. The security services under the policy 
command of relevant ministries prepare budget requests based on 
assessed requirements and in line with the sectoral ceiling specified by 
the ministry of finance.

 3. Negotiating allocations. Central finance officials determine whether 
the defense, security, or justice budget submission conforms to spend-
ing limits and other guidelines; necessary modifications are made 
based on changes in the macroeconomic and fiscal environment; and 
the defense, security, and justice budget is consolidated with other 
sectoral budgets.

 4. Reviewing and approving the budget. The legislature reviews the con-
solidated budget, collects additional information as necessary through 
reports or testimony, makes agreed changes to allocations where nec-
essary, and approves the consolidated budget when satisfied.

The core task of this initial stage is setting a hard ceiling on aggregate 
and sectoral spending. Giving the security sector a hard constraint from the 
beginning of the process shifts the focus from a needs-based mentality, 
where budgets are built from the ground up according to assessed military 
requirements, to an availability mentality, where those defense require-
ments are defined within agreed economic constraints determined at the 
top. Of course, fiscal discipline is weak in many developing countries, and 
the military in particular frequently enjoys a privileged position that allows 
it to flout macroeconomic and fiscal strictures. However, by failing to 
 provide sectoral limits—or by failing to accurately and comprehensively 
record sectoral expenditures—governments risk fiscal deficits and macro-
economic instability.

All else being equal, fiscal or economic instability makes revenue projec-
tions more tenuous, and under these circumstances the ministry of defense 
or interior might require extra time to make programmatic trade-offs 
and  prepare budget submissions. Yet, a timeline that becomes too long 
might prevent the security ministries and central finance officials from fully 
exploiting the lessons learned in executing the previous year’s budget. The 
PER team should note that some security functions are more amenable than 
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others to these instability-induced trade-offs. For example, defense admin-
istration and force employment can be modified on a year-to-year basis, but 
force structure and procurement decisions have budgetary implications that 
can last for decades. It is therefore essential that the budget cycle for defense 
be firmly rooted in the priorities derived from the country’s defense policy 
objectives and military strategy (as discussed in the substantive chapter on 
defense).

The ministry of finance and the security sector ministries and agencies 
must therefore discuss their strategic priorities over the short to medium 
term as well as the related expenditures. A critical part of that exchange is 
having a clear security sector strategy; more usually this is outlined in the 
sector’s constituent parts (i.e., defense, police, criminal justice). Ideally 
such a strategy should have the following components: (i) an evaluation of 
the country’s security context, external and/or internal depending on the 
 relevant component; (ii) broad policy guidelines based upon the legal and 
political consensus on how security operates in the particular context; and 
(iii) a detailed elaboration of mission, doctrine, force structures, and human 
resource and capital needs.

Public Expenditure and Financial Accountability

The framework for analyzing public finance is based upon existing World 
Bank tools that focus on critical policy issues,3 as well as on the well- 
established methodology of Public Expenditure and Financial Accountability 
(PEFA), a multi-agency partnership program created around the seven criti-
cal dimensions of a PFM system.4 These are (i) budget reliability, (ii) trans-
parency of public finance, (iii) management of assets and liabilities, 
(iv) policy-based fiscal strategy and budgeting, (v) predictability and control 
in budget execution, (vi) accounting and reporting, and (vii) external scru-
tiny and audit.

Figure 2.1 describes the relationship between the preparation of a secu-
rity strategy, in this case for defense, and the wider government budgetary 
process. The two processes are essentially parallel to each other, and while 
some special considerations apply to sensitive issues such as secret budgets, 
security sector budgeting should follow the same path as other public sector 
entities. In other words, once the budget is formulated, it follows the stan-
dard procedure for all sectors and goes through execution, oversight, and 
performance.

There are potential points in the budget cycle where the security sector 
may be treated differently from other government sectors and line minis-
tries. These are summarized in table 2.2.

Obviously, full integration of the military sector into the national budget 
process requires that the military be subject to the same regulations as other 
line ministries. In most countries, these regulations are issued by the minis-
try of finance, which is responsible for regulating and administering the 
budget process. The ministry of finance issues budget circulars that stipulate 
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deadlines, rules, and expectations. More specifically, these circulars typi-
cally include the following:

• Budget calendar, specifying budget activities, due dates, and respon-
sible stakeholders

• Statement of the macroeconomic and fiscal situation, including key 
assumptions related to inflation, the exchange rate, unemployment, 
and other variables

• Estimate of expected tax revenues and other financial resources from 
internal and external sources

Figure 2.1 The Security Sector in the Budget Cycle

Source: Adapted from Ball and Holmes 2002.
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Table 2.2 The Budget Cycle and the Security Sector: Defense Compared with 
Standard Practice

Budget cycle phase International practice Defense treated differently?

Budget planning 
and formulation

Sector strategies are developed. Defense strategies may be kept secret, 
or official strategies may differ from 
strategies actually followed. Thus it can 
be difficult to assess the relationship 
between strategy and budget.

Medium-term expenditure estimates 
are formulated.

No

All sectors compete for funding 
based on priority and performance at 
cabinet level.

Treatment of defense is highly depen-
dent on context; need for funding could 
be assessed by a security subcommittee.

Budget proposals are all subject to 
the same scrutiny by the budget 
office.

Security clearances are required for 
budget staff dealing with defense 
budget.

Funding set aside for specific contin-
gencies is subject to clear criteria.

There may be a rationale for a  separate 
security contingency fund, although 
sudden events are usually met by 
a general government contingency 
budget. 

Legislative 
scrutiny 

All spending is subject to the same scru-
tiny through the committee system.

Issues of national security can be han-
dled in closed committee hearings. 

Information should be sufficiently 
detailed to allow the legislative to 
call the executive to account.

Scrutiny depends on the security con-
text: the more insecure the country, 
the more secret legislative scrutiny is. 
It also depends on the political regime: 
many developing countries give a 
minor role to Parliament in the budget 
process, especially for defense.

Budget execution Funds are released to departments in 
accordance with budget appropria-
tions; clear rules exist for addressing 
shortfalls. 

Budget execution sometimes obeys 
specific procedures, as for global 
grants, escrow accounts, absence of 
complete reporting, etc.

Monitoring and 
reporting

All expenditures are reported along 
appropriation lines to (i) accounting 
office and (ii) legislature.

No

End-of-year financial statements are 
available in a timely manner.

No

Annual reports on operations, includ-
ing performance, are published.

Reporting is modified to reflect legiti-
mate national security considerations.

External audit All expenditures are subject to an 
external audit:

• Financial statements are given 
to legislature.

• Legislative committee system 
acts upon recommendations of 
audit reports.

• Legislature has the capacity to 
call executive to account on 
audit recommendations.

Auditing of sensitive issues in defense 
needs appropriate security clearance, 
and legislative meetings may be closed. 
Sometimes, the weakness or absence 
of external audit can be replaced 
by a strong internal audit or inspec-
tion reporting to the highest defense 
authority.
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• Fiscal targets, including those for debt reduction
• Policy and budget priorities
• Sectoral spending ceilings
• Guidance on the required format for budget submissions, including 

the presentation of major expenditure items like personnel, invest-
ment projects, and entitlement programs.

Annual budget cycles are most common, but the optimal cycle length 
depends on country circumstances. In many Organisation for Economic 
Co-operation and Development countries, the budget circular is distributed 
shortly after the start of the fiscal year, meaning that the actual process of 
budget formulation spans 9 or 10 months. More advanced systems might 
employ a medium-term framework of several years and update program 
effectiveness and efficiency information as new data become available to 
inform annual or multiyear resource allocations. At a minimum, a develop-
ing country probably requires at least six months between the finance min-
istry’s publication of proposed sectoral spending ceilings and the final 
submission of the consolidated budget to the legislature for approval.

Budgets and the Goals of Fiscal Policy
Macroeconomic Stability and Fiscal Affordability

The budget formulation process starts with the government establishing 
the macroeconomic and fiscal policy framework. Whereas PFM is primar-
ily concerned with the management of public funds— particularly budget-
ing, resource allocation, and expenditure—macroeconomic and fiscal 
policy is concerned with government revenues as well. The goal of macro-
economic and fiscal policy is to achieve potential output, full employ-
ment, and macroeconomic stability, which together provide the economic 
foundation for sustainable growth.5 Of central importance is the fiscal 
deficit: the government cannot spend more than it collects through taxa-
tion and borrowing beyond the short run. High debts and high inflation 
are destabilizing. The government must therefore set and adhere to fiscal 
targets related to debt sustainability and fiscal balance. Doing so requires 
reasonably accurate revenue projections, which are especially difficult in 
fragile and conflict-prone states. It also requires a comprehensive, rational 
process for estimating current and potential expenditures.

Essentially, the national budget must be affordable in the short run and the 
long run; and meeting this goal requires full integration of the security  sector.6 
The security sector often comprises the largest or one of the largest shares of 
the national budget; the question is how these expenditures equate with gov-
ernment revenues, including external aid. This question is particularly impor-
tant for low-income countries, and it is critical for countries transitioning 
from war to peace, since these countries often have limited domestic revenues 
and may also be facing peacebuilding challenges that come with significant 
price tags, such as army integration or demobilization (see box 2.1).
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Once sustainable aggregate spending levels are determined, government 
priorities—including defense, public order, and justice—can be weighed, 
current policies reviewed, and the budgetary impact of policy changes esti-
mated. To facilitate these steps, security sector expenditures should be fully 
incorporated into medium-term fiscal projections based on life-cycle costing 
of defense capabilities. For example, too often the military sector’s recur-
rent operation and maintenance costs are neglected, especially in fragile and 
conflict-prone states. If the national budget is not realistic in its estimation 
of government expenditures, it will be irrelevant and never implemented. 
Moreover, if line ministries are allowed to spend indiscriminately, the result 
may be a “tragedy of the commons” scenario, where unrestrained revenue 
collection, deficits, and debt lead to adverse economic outcomes.7

Confronted with the challenges of tight resources, policy makers can use 
the PER exercise to identify potential savings and in certain instances realize 
increases in public expenditure. These increases can result from the follow-
ing: (i) bringing off-budget expenditures into the budget; (ii) consolidating all 
security-related expenditures under the appropriate functional headings; 
(iii)  including adequate operation and maintenance costs for equipment; 
(iv) setting appropriate salary and wage scales; (v) taking account of costs 
associated with downsizing, such as disbursement of pensions or settlements; 
and (vi) changing the shape of the military or police (for example, into a 
force reliant on smaller numbers of personnel with greater mobility).8

Box 2.1 Affordability Questions for Countries Emerging from Conflict

The government may face existential trade-offs between peacebuilding priorities and fiscal stability. 

A few examples are given below:

• Political versus fiscal stability. A government established under a peace agreement after con-

flict may seek to integrate ex-belligerents into one national army. This can be a very expensive 

exercise that is at odds with the demands for fiscal stability, but it may be justified in order to 

maintain political stability and keep the former warring factions at peace.a

• Transition from peacekeeping to government security provision. Some war-to-peace transi-

tions are accompanied by a UN Security Council–endorsed peacekeeping mission that pro-

vides basic security services during the life of the mission. As these peacekeeping forces 

depart, the government is expected to increase its own capacity to provide potentially expen-

sive security and justice services for the population.b

• Transition from external assistance to domestic revenues. Some war-to-peace transitions have 

been internationalized in character; in these cases, external actors as well as national actors are 

engaged in military interventions (as in Afghanistan or Somalia). Such external intervention 

can be accompanied by (at times significant) external financing to government security forces. 

The question is how long these external finances can be sustained and what happens when 

they diminish.c

a. See for example World Bank 2012b.
b. See for example World Bank and United Nations 2012.
c. See for example World Bank 2005a; World Bank and United Nations Assistance Mission in Somalia 2016.
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Allocative Efficiency

Once the overall resource envelope has been determined, the most difficult 
set of decisions then needs to be made about how to allocate those resources 
according to the different security sector priorities. At this point, internal 
government competition is inevitable and will lead to extensive negotiation 
within the different subsectors—e.g., between the army and air force or 
between the various components of the criminal justice system (police, judi-
ciary, and corrections). A well-informed and empowered ministry of finance 
can play a useful role in mediating these discussions and assisting in deci-
sion making about final allocations. But such an exercise is challenging for 
a ministry of finance for a number of reasons:

• The budget may be held hostage. The security sector, particularly the 
military, may have a politically prominent position in government and 
therefore may demand high allocations without a solid justification.

• There may be ideological differences over security and justice pro-
vision. The intense debates over what works in providing security 
are reflected in how governments prioritize their budgets. An 
example of this debate is the gradual shift in Central America away 
from mano dura policies, which use heavy, coercive measures to 
combat crime and violence,9 toward more preventive (and cheaper) 
interventions.

• International comparisons are not always possible. The security sec-
tor is unlike other sectors in that very few international comparisons 
or standards are available to support decision makers in addressing 
critical questions, such as unit costs or numbers of personnel. This is 
partly due to the fact that financial and staffing figures are rarely dis-
closed publicly, and that when disclosed they rarely follow common 
rules that could allow comparisons. The UN has some helpful guid-
ance, particularly on population-based ratios for police and other 
criminal justice personnel.10 In addition, comparisons can be made 
with neighboring countries, particularly those with similar popula-
tion sizes, income per capita, and sources of revenue (see annex 3D in 
the defense chapter for more information).

The following inputs are useful for the process of making decisions about 
allocations: (i) a well-articulated strategy setting out key targets; (ii) mea-
sures of good past performance; (iii) indications of how subsectors relate to 
other subsectors (particularly important in the criminal justice sector); and 
(iv) empirical evidence from global experience on what interventions work 
in security and justice provision. In contexts affected by fragility or conflict, 
the PER team will confront a number of particular challenges and issues. 
These are described in box 2.2.

These discussions about allocation are where expenditure and security 
policy converge; and in light of sovereignty or mandate issues, there may be 
a limited role for external actors such as the UN or the World Bank.11 
For matters relating to national security, the appeal to confidentiality and 
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sovereignty is understandable. However, as governments increasingly rec-
ognize the close relationship between security and development outcomes, 
they are increasingly seeking policy advice from multilateral partners, par-
ticularly on matters relating to internal security and justice provision (such 
as what policies work, how to prioritize them, and what costs are involved). 
Two particular policy aspects are worth briefly considering here:

 1. Policy alternatives. Responses to insecurity and violence are usually 
broken down into the following components (more fully outlined in 
annex 4A of the chapter on police in this sourcebook):

• Suppression, or the use of military, paramilitary, or police in order 
to intimidate and discourage potential perpetrators

• Deterrence, or the capacity of the state to identify, prosecute, and 
punish criminal and violent offenders with a view to deterring others

• Incapacitation, or the policy of taking offenders out of society 
through judicial means (such as imprisonment) or administrative 
means (such as internment during rebellion)

• Rehabilitation, or the process of reforming those who have been 
 associated with crime and violence, such as those in prison or heavy 
drug users

• Prevention, including an array of interventions intended to prevent 
people from entering a life of crime and violence, from the systemic 
(such as reducing inequality) to the specific (such as job creation).

Box 2.2 Key Strategic Issues in Fragile and Conflict-Affected States

Countries facing high rates of crime or violence or coming out of conflict face a number of particular chal-

lenges that need to be addressed in formulating security and justice strategies and in setting priorities for 

allocations:

• Contending domestic and international objectives of governments and partners. These objectives 

may not be coherent—e.g., counterterrorism, counterinsurgency, and counternarcotics objectives 

may outweigh peacebuilding and efforts to provide individual security and justice.

• Peace agreements. Peace agreements may comprise the bulk of security objectives and in fact 

replace a national security strategy by setting out priorities and key targets over a specific time 

frame. What is important here is that questions about affordability and costing are inserted during 

the peace process so that agreements are realistic and implementable. Here, the report on security 

sector reform (SSR) by the Secretary General of the United Nations (2008)a can be helpful in 

emphasizing that SSR issues should be addressed as early as possible in the peace process.

• Governance and accountability. In the drive to consolidate state authority (including by strengthen-

ing command and control over the security services), issues around accountability and governance 

may be ignored, which creates the possibility of dangers down the road in terms of governance 

and citizen oversight.

a. UNSG 2008.
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 2. Institutional alternatives. An important policy question concerns what 
institutions most effectively provide security and justice. Increasingly, the 
private sector plays a significant role in security provision, particularly in 
urban areas for commercial and individual residences. The private sector, 
including nonprofit organizations, is also involved in other areas of secu-
rity provision such as demining. Private alternatives may be cheaper than 
public, although their use raises other regulatory and policy challenges.12

As a PER is carried out, intragovernmental discussions about allocations 
and sector ceilings can expand to a more comprehensive policy discussion 
about what security sector policies are appropriate in general, what are 
most effective, and what may be cheapest.13 These debates are held in devel-
oped as well as developing countries and involve the ideological contests 
mentioned at the beginning of this section.

In sum, particularly in poorer countries, the majority of security and 
justice service providers are informal institutions. These may present both a 
challenge and an opportunity to governments with scarce resources; better 
regulation and building of capacity of informal institutions might be prefer-
able to establishing expensive centralized alternatives.14

Operational Efficiency and Effectiveness

Under ideal circumstances, once funds have been appropriated for the vari-
ous sectors, according to their strategies and priorities, they are used effi-
ciently and effectively for their intended purposes. Efficiency in budget 
execution involves PFM systems and processes, including procurement, 
payroll, audit, and accounting, whereas effectiveness relates to the measure-
ment of performance against targets/indicators of progress for the sector.

Measuring effectiveness in the security sector is not an easy task; hence 
more often the focus is on input and output indicators such as unit costs, 
personnel trained and equipped, and the number of forces ready for 
deployment. As explained in more detail in the substantive chapters on 
defense, policing, and criminal justice, a disaggregated approach, treating 
each subsector, is important here.

• Defense/military. Most often this security component is measured in 
peacetime based on the “state of readiness” to meet external threats, 
measured in terms of output indicators such as soldiers trained and 
vehicles or aircraft on standby. Evaluating performance of the mili-
tary is a sensitive area and usually left to ministries of defense and 
their bilateral partners.

• Criminal justice and policing. Performance standards across the devel-
oping and developed world are increasingly being used to measure 
performance in this subsector; standards range from measurement of 
crime and violence rates to public opinion and perception surveys.15

Measuring efficiency is a well-standardized practice under PFM. 
Particular aspects relating to the security sector are outlined in box 2.3.
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Governance and Accountability

A normative aspect of security sector reform more generally is the principle 
of civilian oversight of the sector and the sector’s increasing accountability 
to citizens, as represented by the executive and legislature specifically as 
well as the general public. Such oversight is needed because the instruments 

Box 2.3 Components of Efficiency

To strengthen the efficient utilization of financial resources in the security sector, it is important to 

address the following issues:

• Sustainability. Over time, an unsustainable sector plan and programs will lead to ineffective 

capabilities. Sustainability will be achieved only if governments commit themselves to the 

approved plan, if all planning is done on full life-cycle costing, and if the defense budget is 

expended in the most efficient manner possible. Care must also be taken in planning to 

accurately evaluate the effect of currency fluctuations on the life-cycle cost of capital 

equipment.

• Contingency funding of operations. It is not desirable to budget for the execution of operations 

other than those that are routine and can be accurately planned well ahead of time. Most mili-

tary operations come at short notice and in the financial year for which the budget was devel-

oped and approved many months prior. Examples are peace-support missions, major disaster 

relief missions, and even limited war. Trying to budget for the unforeseeable runs a strong risk 

of misappropriating funds. It is preferable for the finance ministry to maintain a central contin-

gency fund that could be tapped into as needed. For large-scale contingencies exceeding the 

capacity of such a contingency fund, governments should revise the total budget both for 

departmental allocations and income.

• Tooth-to-tail ratios. Particularly in the military, efforts should be made to ensure the optimal 

tooth-to-tail ratio. All too often supporting structures and headquarters are bloated at the cost 

of operational capabilities. The size and capacity of support structures can be determined only 

once the force design has been agreed. Business process reengineering techniques can assist 

in solving this problem, but they will be effective only if top management is committed to this 

cause and ruthless in its application.

• Direct client/supplier relationships. In many defense forces certain structures exist for historic 

reasons only. Either because of the organizational culture or other interests, the client (e.g., a 

combat service) is forced to use the services of a certain organization and not allowed to shop 

for this service elsewhere. Clients should be allowed freedom of choice and be able to establish 

direct client/supplier relationships. If governments are under threat, however, then it may be in 

their interests to organize their support in house and to militarize all or part of the supply chain. 

Choices between these extremes may also vary depending on history and on the degree of 

readiness defined by the government.

Other potential solutions for the improvement of efficiency include outsourcing and public-private 

partnerships, improved collaboration between services, improved management information through 

better information technology, use of reserves, use of civilians in defense ministries, and improved 

management and leadership through education, training, and development. Of these, the use of bet-

ter information technology for strengthening information management systems might be the most 

crucial way to improve efficiency in defense organizations.

Source: Ball and le Roux 2006.
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and agencies of the security sector designed to improve security can them-
selves be sources of insecurity unless kept in check. An important aspect of 
that oversight is financial accountability and the capacity of civilian institu-
tions to carry out a sound budget process, expenditure tracking, anticor-
ruption measures, fair and competitive procurement procedures, and proper 
auditing and accounting. Many of these aspects are discussed in the follow-
ing section on PFM.

Public Financial Management in the Security Sector

Managing public finance involves a wide range of functions (see box 2.4). 
Establishing the requisite PFM systems and capacities, and ensuring that 
they perform effectively and efficiently so that the entire PFM system achieves 
its objectives, is a complex process, one that is generally accomplished incre-
mentally over a period of time. It is essential that government-wide systems 
and procedures operate well if there is to be fiscal discipline, strategic alloca-
tion of resources, and efficient service delivery in the security sector.

National authorities take the lead in efforts to strengthen the public 
finance management system, both across government and in specific sec-
tors; and they may be supported in these endeavors by international part-
ners. In the nonsecurity sectors, assistance often goes beyond supporting 
the development of systems and processes to making recommendations on 
how resources should be allocated and budgets structured. But making 
 recommendations for the security sector—for example, on the share of 
national resources allocated to the security sector, the composition of that 

Box 2.4 An Illustrative Disaggregation of a Typical Public Finance Management 
System

 1. Macro forecasting and fiscal envelope (revenues and expenditures)

 2. Revenue management

 3. Sectoral allocation

 4. Capital budgeting

 5. Sectoral planning and budgeting

 6. In-year fiscal adjustment

 7. Treasury, cash management

 8. Procurement

 9. Payroll and human resource management

10. Management control and internal audit

11. Accounting and reporting

12. Debt and aid management

13. External audit

14. The legislature, accountability, and transparency.

Source: World Bank 2005b, 7.
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expenditure, the size of the wage bill, and the like—is much more  sensitive. 
Some development actors, including the World Bank, are expressly for-
bidden from providing this type of advice in the security sector.16 This 
sourcebook focuses on how to strengthen governments’ capacity to make 
sound decisions on resource allocation; it takes no position on the size or 
structure of the security budget.

More specifically, both the International Monetary Fund (IMF) and the 
World Bank have standard frameworks that the PER team can use to assess 
PFM practices in the country of interest. The World Bank’s PEFA frame-
work in particular can be a valuable tool for assessing PFM in developing 
countries, including fragile and conflict-prone states. High-level PFM indi-
cators from this framework are shown in table 2.3. Although designed to 
assess countrywide PFM practices, many of the indicators are also applica-
ble to the defense sector. How these indicators are useful will depend on the 
context of the PER; for example, subnational transfers are not relevant for 
assessing the military, but they are important in examining the police and 
judiciary.

The seven dimensions of PFM provide a framework for assessing bud-
get management and systems related to the security sector. The starting 

(Table continues on next page)

Table 2.3 World Bank Public Financial Management Indicators

Category Indicator

1. Budget reliability Aggregate expenditure out-turn 

Expenditure composition out-turn (compared to original 
approved budget) 

Revenue out-turn (compared to original approved budget)

2. Transparency of public finances Budget classification

Budget documentation 

Central government operational outside financial reports 

Transfers to subnational governments

Performance information for service delivery 

Public access to fiscal information 

3. Management of assets 
and liabilities

Fiscal risk reporting 

Public investment management 

Public asset management

Debt management

4. Policy-based fiscal strategy 
and budgeting 

Macroeconomic and fiscal forecasting 

Fiscal strategy 

Medium-term perspective in expenditure budgeting

Budget preparation process

Legislative scrutiny of budgets
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point for any assessment is to ascertain to what degree security sector 
policy and planning are integrated into the government’s normal public 
finance system.

With regard to external financial support, under an earlier PEFA frame-
work, donor indicators were included; but these have been either subsumed 
under the existing framework or linked to the Global Partnership for 
Effective Development Co-operation diagnostics.17 Particularly for coun-
tries where the security sector receives substantial external support (for 
example, where conflict is internationalized, such as Afghanistan, Iraq, and 
Somalia), the PER should assess (i) predictability, (ii) levels of financial 
information given with such aid, and (iii) the proportion of aid that is man-
aged through national systems.

The chapter now examines in greater detail the seven PEFA categories 
and their relevance to security.

1. Budget Reliability

A realistic and credible budget is fundamental for establishing fiscal stabil-
ity. In terms of PFM, there are two ways that management of the security 
sector often undermines budget credibility:

 1. Financial deviations. There is often a significant gap between approved 
budgets and actual expenditures of the security sector: “Systematic 
deviations are a sign of poor or deceptive budgeting [and] reduce the 
credibility of the budget hence weakening its role as a policy tool.”18 

Table 2.3 World Bank Public Financial Management Indicators (continued)

Category Indicator

5. Predictability and control 
in budget execution 

Revenue administration

Accounting for revenue 

Predictability of in-year resource allocation

Expenditure arrears 

Payroll controls

Procurement management

Internal controls on nonsalary expenditure

Internal audit 

6. Accounting and reporting Financial data integrity 

In-year budget reports

Annual financial reports

7. External scrutiny and audit External audit 

Legislative scrutiny of audit reports

Source: PEFA Secretariat 2011, 9.
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Like planners in other sectors, security planners should provide for 
contingencies that can be exceptionally expensive (for example, 
armed conflict). In resource-constrained countries, actual expendi-
tures may deviate significantly from the approved budget. In addition 
to providing insight into priorities, clarity on why deviations occur 
can help make the budgetary process more predictable. The reasons 
for deviation may vary over time.19 Some deviations relating to both 
expenditures and revenues are explained in box 2.5.

 2. Confidentiality and moving off-budget. The degree of external scrutiny 
of the security sector is often limited by legal and policy procedures 
related to freedom of information, confidentiality, and transpar-
ency. On national security grounds it can be difficult to ascertain 
accurate budget details for the sector. This challenge is compounded 
when donor assistance is also given off-budget. In Sierra Leone, for 
example, more than half the total security sector expenditure in 2005 
was reported to be off-budget.20 Studies have found that deviations 
shielded by confidentiality can include significant security finances 
kept off-budget, revenues that are secretly banked, and accounts held 
overseas.21

Box 2.5 Mechanisms for Off-Budget Military Expenditures and Revenue

The following examples of off-budget military spending and revenue were derived from the countries 

examined in a study conducted for the U.K. Department for International Development in 2001. 

Although the study focused on military expenditure and revenue, many of these mechanisms can be, 

and have been, used by other security institutions.

Budgetary mechanisms for disguising military spending include the following:

• Contingency funds. Reserve budget lines for emergencies are used to pay military “debts” and 

to fund establishment of “urgent” military commissions to resolve border disputes, pay defect-

ing soldiers from antigovernment forces, care for refugees in conflict zones, or repair military 

hardware (substantiation of spending rarely provided by the military).

• Supplementary budgets. Government can top up this budget line during the year by passing a 

new subdecree; money is taken from other budget lines that have not disbursed funds due to 

lack of “absorptive capacity.” Government justifies spending to Parliament at year’s end in 

vague terms.

• Spending under nondefense budget lines. Examples include (i) military units commissioned to 

build roads which either are not built or serve primarily military commercial interests (logging); 

disbursements under public works/rural development budget lines; (ii) defense spending (for 

the Home Guards, a form of territorial army) placed under police budget line; (iii) army pay 

increases kept off budget because too sensitive; (iv) military involvement in administering social 

“safety net” during times of crisis, including provision of disaster relief, running hospitals, etc.; 

(v) personnel costs (military wages) run through nonsecurity ministries; (vi) rice supplements 

for military monetized and counted as “civilian wages”; (vii) spending for  military vehicles 

recorded in “social budgets,” for instance as “ambulances” or for use in “peace operations.”

(Box continues on next page)
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• Nontransparent or highly aggregated budget categories (budget lines for debt repayment, 
 public investment/capital, presidential offices, etc.). Examples include (i) repair of military 

equipment paid for by nonconcessional loans and funds recorded under public investments; 

(ii) government bailout of highly indebted banking sector covering many military businesses 

unable to repay massive preferential loans; and (iii) accumulation of wage arrears, including 

military salaries, covered under a nondefense budget line.

• Diversion of resources from social budget lines after budget approved. Examples include 

(i) diversion of unused funds to military spending due to lack of absorptive capacity in social 

sectors; (ii) freeing up of counterpart funding for military uses when donor funding for a devel-

opment program requiring counterpart funding does not materialize; and (iii) paying salaries of 

military personnel working on development projects through the investment (development) 

budget.

• Procurement of military matériel. Examples include (i) procurement of military equipment 

funded through nondefense budget lines or not accounted for in the budget; and (ii) procure-

ment of military equipment through supplier credit terms without prior scrutiny by appropriate 

authorities to ensure funds are available.

• Undervaluation of economic resources. For example, use of forced labor to construct military 

infrastructure, a practice that does not adequately reflect the true opportunity cost to society or 

the level of resources consumed by the military.

Extrabudgetary sources of military revenue include the following:

• Parastatals. Nonmilitary groups (including companies owned by ruling parties) are used to 

fund security services. State-owned enterprises are decapitalized to release funds for the mili-

tary, and then recapitalized the following year; or governments simply bail out enterprises that 

have become heavily indebted due to the diversion of resources for military purposes.

• Military-owned businesses/involvement in nonmilitary activity. Examples include (i) “charita-

ble” status tax-exempt foundations that serve as holding groups for commercial enterprises or 

cooperatives that are used to fund the military; leakage from military-owned business is very 

high; (ii) military interests that run private security companies and serve as suppliers of various 

matériel to the military and other government departments for which they receive state subsi-

dies; and (iii) police units that have a financial interest in private security firms; both military 

and police personnel work in private security firms to supplement salaries.

• Creation of funds. Examples include (i) petroleum fund that is entirely off-budget, with reportedly 

20–50 percent of income allocated to the armed forces; (ii) cocoa board funds that are used to 

finance president’s special forces; (iii) reforestation fund (fed by logging fees) and under military 

control, which ostensibly served to replant trees/build roads, though funds were allegedly diverted; 

and (iv) fund ostensibly created to assist the unemployed that was used to divert resources to the 

Ministry for War Veterans, undermining International Monetary Fund austerity targets.

• Barter trade. For example, barter of agricultural commodities for military equipment.

• Direct financing of military in field through extraction of natural resources. Examples include 

(i)  the use of state/military organizational structures, though levels of leakage are typically 

very high, for exploitation of diamonds, precious stones, timber, fisheries, oil, etc.; (ii) granting 

concessions and access to mineral and other natural resources to their allies by both the gov-

ernment and the rebel forces; (iii) the government’s signing over of control of all timber 

Box 2.5 Mechanisms for Off-Budget Military Expenditures and Revenue (continued)

(Box continues on next page)
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2. Transparency of Public Finances

Transparency relates to the need for a comprehensive and sectorwide 
incorporation of security into the budgeting process that includes various 
institutional components (military, policing, border management, criminal 
justice, etc.) as well as domestic revenues and external finance.

Transparency can sit at odds with the general confidentiality that is associ-
ated with the security sector. However, various steps and processes—such as 
closed committee hearings and security-cleared budgeting staff—can help to 
maintain the integrity of serious national security matters. Transparency 
results in better outcomes for the planning and implementation process: 
sharing information allows for better political  participation and better policy 
decisions; it fosters coordination with other  sectors, which is important par-
ticularly for domestic security and its  relationship with other sectors; and it 
promotes monitoring to ensure accountability, encourages self-restraint, and 
in general supports better implementation.22

revenue to the military, during a war against an insurgency movement; and (iv) use of revenue 

from sales of natural resources as collateral to finance short-term borrowing in order to pro-

cure military equipment.

• Avoidance of taxes. For example, military-run casinos and unused land purchased for pur-

poses of speculation by the military are regularly exempt from taxation; a region settled by 

former rebel soldiers is officially exonerated from paying tax on all business activities and 

imports from neighboring countries in order to “avoid destabilizing the peace process” 

(the government army is also heavily involved in this trade).

• Mortgaging of national resources. For example, the government grants long-term concessions 

to foreign oil companies in exchange for advance payments in annual fees, which are then 

used to fund the war effort.

• War levies. Examples include (i) use of 10 percent (revenue of firms, tax on citizens) to fund the 

government’s war effort; the process is largely ad hoc, not recorded in the budget; (ii) a “volun-

tary” security levy is raised from citizens and recorded in the budget under nontax revenue and 

defense spending.

• Foreign military assistance. Examples include (i) failure to record military equipment received 

as a foreign grant in the capital budget; and (ii) underreporting of income from donors, sug-

gesting possible diversion of resources to the military.

• Donor assistance for demobilization. Donor assistance provided to support military demobili-

zation and reintegration programs is not recorded in the defense budget.

• Assistance from multinational companies. Examples include an oil company’s provision of 

assistance to the government to procure arms and pay salaries of state security personnel 

protecting its operations.

• Informal/criminal activities. Examples include fuel smuggling; operating casinos; trafficking in 

drugs, humans, arms, timber, precious stones; kidnapping; protection rackets; prostitution; 

printing of money; piracy.

Source: Adapted from Hendrickson and Ball 2002.

Box 2.5 Mechanisms for Off-Budget Military Expenditures and Revenue (continued)
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Finally, fiscal transparency is one component of the IMF’s Reports on 
Observance of Standards and Codes (ROSC) program, which summarizes 
countries’ compliance with certain codes and standards, including some 
relating to defense.23 The program is voluntary but countries are encour-
aged to comply.

3. Management of Assets and Liabilities

Managing assets and liabilities is particularly complex when the security 
sector is directly involved in running parts of the economy, either to provide 
an input into defense or for profit.24 For the purposes of this review, asset 
management is the more important of the two issues.

The operation and maintenance of equipment used to execute various 
functions ranging from personnel transport (cars and trucks; aircraft) to 
combat (light weapons, munitions, and complex weapon systems) will be 
at a premium. The processes and resources in place for the maintenance 
and operations of such assets are fundamental. One study found that 
“armed forces can improve both the efficiency and effectiveness of their 
maintenance repair and overhaul function by as much as 60 percent, but 
doing so requires fundamental changes to organization, processes, and 
mindsets.”25 Even in the least-resourced security sector institutions, where 
most assets do not have a high capital value, basic systems (e.g., vehicle 
fleet management) are important for maximizing efficiency and reducing 
corruption.

In certain countries, particularly where there has been internal armed 
conflict (or the risk of it), arms management and destruction is a key issue. 
A number of agencies support the improved storage, securing, and manage-
ment of weapons and munitions, including weapon-marking programs and 
the destruction of surplus, obsolete, or unstable weapons and munitions. 
This support may enable security forces to professionalize and modernize 
their weaponry, as well as to manage both the risks of unplanned explo-
sions at munitions sites (UEMS) and the risks associated with diverting 
arms to the illicit market.26 Assistance programs specific to national context 
and developed with national authorities might include systematic assess-
ments, technical guidance and advice, operations in response to assessed 
priorities, and training and capacity building.

4. Policy-Based Fiscal Strategy and Budgeting

A sound budget system is related to credible sector strategies, including a 
security sector strategy that (i) is based in context; (ii) relates to other gov-
ernment security actors (e.g., within the criminal justice chain); (iii) links 
with other relevant line ministries, departments, and agencies (MDAs) 
within government outside the sector; and (iv) has realistic and affordable 
targets. As important as the sector strategy is the process that produced 
it—a process that should allow for consultation and debate, ensuring links 
to key actors within the government (including the legislature) and outside 
the government (including civil society).
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However, few countries have formal security sectorwide policies, and 
even fewer have undertaken the broad security evaluation that ideally 
underpins policy and strategy development. Recent UN policy guidance 
emphasizes the importance of building a common national security vision 
and strategy in order to create sustainable and nationally owned security 
institutions.27 Some policy makers may resist policy development, particu-
larly in fragile and conflict-affected countries, where the security sector may 
be highly contested. The political consensus on the way forward that is 
necessary to develop viable policies may simply be lacking. In aid- dependent 
countries, therefore, efforts by external partners to promote policy develop-
ment without corresponding efforts to build consensus and a national secu-
rity vision will likely be unsuccessful.

Although it is true that policy is ultimately what government does (not 
what it says it wants to do), formal policies and plans that articulate a 
course of action are important. Clearly articulated policies make it possible 
to manage the finances of the security sector in a cost-effective manner. In 
the absence of such policies, budgeting aims to maintain the previous year’s 
level of expenditure without assessing whether the configuration of that 
expenditure will help to meet government’s priorities or deliver services 
needed by the population. Performance benchmarks are difficult to develop, 
and without them it is hard to monitor the use of security-related resources 
and assess the efficiency and effectiveness of the security sector. In the 
absence of a strategic plan tied to policy, countries risk not obtaining a level 
of security and justice commensurate with their financial outlays.

In an examination of government policy in the security sector (written or 
unwritten), there is no exhaustive checklist of issues to watch out for. Some 
critical issues that can arise concerning efficiency and effectiveness in the 
sector include the following:

• Sectorwide approaches. When subsectors of the security sector (mili-
tary, intelligence, police, judiciary, etc.) submit their own priorities 
unrelated to those of other subsectors, the result is fragmented 
approaches to common challenges and an absence of complementari-
ties and coherence.

• Recurrent versus capital costs. In low-income countries, the largest 
share of the security sector budget goes to recurrent costs, particularly 
personnel and equipment. A critical part of recurrent costs, opera-
tions and maintenance, is often overlooked or not budgeted for in the 
acquisition of new vehicles, weaponry, etc.

• Training and personnel. Low-income countries often prioritize per-
sonnel recruitment over training for professional induction into the 
security sector or capacity building for training institutions.

• Demobilization and pensioning. Policy may not account for the aging 
of the workforce or provide for pensions that are in line with generic 
civil service guidelines and standards. In turn, there may be little 
robust calculation of the costs of demobilization (particularly after a 
peace agreement) or military retrenchment in peacetime.
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5. Predictability and Control in Budget Execution

A critical part of the public financial dimension of security is ensuring that 
the expenditures are used efficiently and for their intended purposes. 
Budget execution covers a number of PFM areas ranging from internal 
controls over payroll, for example, to procurement procedures, and is at 
the heart of understanding the coherence between a planned and actual 
budget. This is the part of a PER analysis that potentially comes the closest 
to an audit in terms of understanding how security sector institutions 
spend their allocations. Two issues are highlighted here, payroll and 
procurement:

Payroll (Including Personnel Registration and Verification of 
Payments and Allowances)
A regular source of corruption is the payroll system, which is often one of 
the largest shares of the security budget. Typically, a percentage of salary 
payments to lower ranks is misappropriated, or “ghosts” are created and 
their wages embezzled. One of the more notable examples of efforts to 
 discourage corruption—the European Union’s work in the Democratic 
Republic of Congo—is described in box 2.6.

Procurement
There should be little difference between public expenditure management 
in general and public expenditure management in the military sector.28 
Defense procurement and acquisition should be carried out according to 
the same principles that guide public sector procurement in nonmilitary 
areas: fairness, impartiality, transparency, cost-effectiveness and efficiency, 
and openness to competition.29 In addition, it is essential that all major 
projects for all forms of public sector procurement and acquisition be sub-
ject to high-level consultation and evaluation. Box 2.7 presents a generic 
procurement process, applicable to all sectors of government.

Box 2.6 Chain of Payments: Discouraging Corruption in the Democratic Republic 
of Congo

The European Union mission to provide assistance for security sector reform in the Democratic 

Republic of Congo was established in 2005. It was originally mandated to assist in the process of 

integrating the various armed groups into the national army and to support good governance in the 

field of security. One of its first initiatives was the Chain of Payments project aimed at rehabilitating 

the salary system and delinking the wage distribution lines from the official chain of command. A 

biometric census was undertaken (finding 120,000 soldiers instead of the official count of 190,000); 

army IDs were issued; and a central database and payroll system were created (the salaries of lowest 

ranks increased from $10 to $40/month). This intervention was credited with cleaning up a part of the 

financial management system commonly associated with embezzlement and a preponderance of 

“ghost soldiers”; however, it did not manage to lead to longer-term structural reform in the sector.

Source: More and Price 2011.
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Procurement decision processes may fall outside regular frameworks and 
processing. Ad hoc exceptions to normal procedures can include direct 
 government-to-government weapons deals, sole-sourcing of contracts, 
secrecy surrounding tender requirements, and preference for certain domes-
tic suppliers.

At the same time, except for procurement of nonlethal works and com-
modities (such as clothing, food, fuel, etc.), defense procurement does 
exhibit some distinctive characteristics: (i) the relative importance of cost 
in determining which bid is accepted, (ii) the confidentiality associated 
with national security considerations, (iii) the time frame for major weap-
ons procurement, (iv) the complexity of defense procurement, and (v) the 
existence of international arms control treaty regimes and national legis-
lation governing arms procurement. These distinctive characteristics are 
deviations in scale rather than principle. For example, adequate levels of 
confidentiality can be maintained without violating basic public expendi-
ture management principles. There certainly should be skepticism about 
any claims that procurement of relatively standard materials, services, 
and commodities for the military should be subject to different rules.

Cost Considerations in Bidding. Standard procurement practice in nonmilitary 
sectors emphasizes value for money, but in the defense sector other factors, 
such as national interest and defense industry promotion, are often cited as 
more important than cost in accepting a bid for weapons procurement 
projects. Defense analysts point out, however, that national legislation can 
influence the part that cost plays in weapon procurement processes. In South 
Africa, for example, the 1998 defense review and the 1999 white paper on 

Box 2.7 A Generic Procurement Process

A generic procurement process includes the following:

• A clear definition of the requirement

• Clear technical quality specifications and standards

• An open request for proposals and tenders

• Tender adjudication according to set criteria

• Selection of a preferred bidder

• Drawing up of a contract

• Placing the contract or order

• Monitoring progress

• Reception of goods

• Quality assurance checks on goods received

• Acceptance or rejection of goods

• Payment

• Distribution of goods.

Source: Ball and le Roux 2006, 40.
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defense-related industries spell out which technologies are considered 
“strategically essential capabilities” and thus exempt from lowest-cost 
considerations.30 The South African Parliament approved both documents.

Confidentiality. Transparency in defense procurement must be limited by 
national security interests. Confidentiality clauses are required in the arms 
procurement process; these, too, can be regulated by national legislation. 
The South African defense review lists a number of reasons for confidentiality 
in defense procurement, including the protection of third-party commercial 
information, national security, prevention of harm to South Africa’s ability 
to conduct international relations, and the protection of South Africa’s 
economic interests and the commercial activities of government bodies.31

Time Frame for Major Weapons Procurement. From inception to final 
acceptance of the product, procurement of major weapon systems may 
take as long as 15 years. Some flexibility needs to be built into the 
procurement process to take account of contingencies such as fluctuations 
in currency exchange rates. This long time frame also necessitates quality 
control throughout the procurement process, not just when the product is 
ready for delivery. In addition, it requires efforts to forecast spending 
farther into the future than in nondefense sectors; the United Kingdom, 
for example, has a 10-year “long-term costing” system for defense.32 
Finally, arms procurement projects should take into account full life-cycle 
costs and support for the acquired systems.

The Complexity of Arms Procurement. Because of the complexity of arms 
procurement, sound management of the procurement process requires 
interdisciplinary project teams with expertise in engineering, resource 
management, contracting, quality assurance, and design assurance. The 
particular complexity of major weapon systems procurement, which can 
involve a substantial number of subcontractors, creates significant 
opportunities for corruption. These projects therefore require the highest 
level of management and scrutiny by government accountability 
mechanisms. For example, South Africa has three levels of approval for 
major arms procurement  projects within its Department of Defence. For 
other major projects, parliamentary approval may also be required.

International Arms Control Treaty Regimes and National Legislation 
Governing Arms Procurement. Procurement in the military sector is 
distinct from general government procurement in being subject to 
international treaties and specific national legislation. Some defense 
budgeting specialists suggest that the oversight mechanisms associated 
with this national and international regulation increase transparency.

6. Accounting and Reporting

The assumption is that the security sector is part of the government’s 
“financial management information system” (FMIS), which is central to the 
running of public finance. The FMIS in turn requires a high quality of data 
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and accounting in order to be effective in capturing useful information. The 
kind of information an FMIS captures is listed in box 2.8.

However, many countries have no FMIS, or at least none used by secu-
rity MDAs. Many countries have to contend with weak human and institu-
tional capacity for finance management in the security sector. Sometimes 
this weak capacity reflects a desire to shroud in secrecy decision making, 
levels of expenditure, and the way in which resources are allocated; but it 
also can simply reflect the nature of the general public finance system. 
Throughout the public sector, linkages between policy, planning, budget 
development and execution, and oversight may be inadequate; and the indi-
vidual components of that chain are often weak. Thus the capacity to gen-
erate the type of information that is required for evidence-based diagnosis 
and policy making is limited.

The 2012 PER of the criminal justice sector in El Salvador offers an 
example of such limited capacity. It found that the “lack of reliable and 
comparable statistics makes it challenging to measure efficiency of spend-
ing. El Salvador has no unified system of crime statistics integrating the 
arrests by the police and citizens’ complaints to the Police and Attorney 
General’s Office. Consequently, crime statistics vary in the country (some-
times significantly) depending on the source consulted, not only in terms of 
numbers, but also in the definition and classification of crimes.”33 In many 
countries, basic systems of security sector data and expenditure classifica-
tion may not exist, or they may require significant reform to provide the 
type of information policy makers and budget holders require.

Under these circumstances, it is unrealistic to assume that practices in the 
security sector will meet a high standard or that the security sector will 
necessarily advance more rapidly than other parts of the public sector. A 
general need to strengthen public finance systems therefore provides an 
opportunity to strengthen the security sector specifically.

7. External Scrutiny and Audit

The final aspect of the PFM system is ensuring external audit and oversight, 
which—accounting for national security considerations—should be the 
same for the security sector as for any other.34 The auditor general should 

Box 2.8 Information Captured by a Financial Management Information System

• Approved budget allocations for both recurrent and capital outlays

• Sources of financing for programs and projects

• Budget transfers

• Supplementary allocations

• Fund releases against budgetary allocations

• Data on commitments and actual expenditures against budgeted allocations.

Source: World Bank 1998.
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have sufficient access to transactions and performance indicators in the 
security sector and to audit reports discussed in Parliament (if need be, dis-
cussions can be in closed committee and include only those individuals with 
the necessary security clearance).

Activities aimed at improving the capacity of legislative bodies to perform 
their mandated public expenditure oversight offer another avenue for engag-
ing with the security sector. Legislatures are often constitutionally mandated 
to authorize and scrutinize security expenditures. Figure 2.2 shows the poten-
tial roles that legislatures can play during an annual budget cycle in democratic 
systems. In reality, of course, the actual responsibilities and level of authority 
vary among countries, as does the capacity of legislators to authorize and scru-
tinize government budgets. Legislatures frequently benefit from capacity-
building activities. Activities aimed at public accounts committees can examine 
the specificities of security budgeting, while activities aimed at defense, secu-
rity, or intelligence committees can incorporate finance management issues. It 
is important to note, however, that legislatures may need to strengthen their 
overall capacity to engage in financial oversight before they are able to address 
the specific challenges of engaging with the security sector.

Treverton and Klitgaard have proposed a number of helpful questions 
for assessing external scrutiny of the security sector35:

• Are there clearly defined executive and legislative responsibilities for 
external and internal security?

• Are the security forces subject to democratic citizen control?
• Are parliamentarians, the media, and civil society free and able to 

participate in the security debate?
• Are the security forces able to exercise political influence?
• Are the security services open to unnecessary political interference 

through political reach into the promotion system?

Source: Wehner 2007. © Joachim Wehner. Reproduced with permission from Joachim Wehner; further 
permission required for reuse.

Figure 2.2 Role of Legislature in the Budget Cycle
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• Are the security forces more loyal to the regime or to the people?
• Are there budgetary checks, balances, and internal and external audit, 

and are these transparent?
• Are the duties and responsibilities of the security services enshrined in 

legal statutes, military law, and codes of conduct?

Answers to these questions can be further corroborated by government-
led surveys and opinion polls seeking public perceptions of the military, 
police, criminal justice institutions, and other actors. This information will 
shed light on the nature of state-society linkages in the sector.36

Conclusion

The goal of this chapter was to introduce key concepts in public finance and 
security that facilitate integration of the security sector within the broader 
scope of public sector governance analysis. The basis for the dialogue 
between security sector practitioners and economists/finance specialists is 
the national budget, which provides the financial basis for the delivery of 
government functions and the implementation of public policies. The chap-
ter thus attempted to present the basics of public expenditure and PFM, and 
to identify the space where security services such as the military, police, and 
the criminal justice system fit within these processes.

Including the security sector in the national budget is essential for ensur-
ing macroeconomic stability, allocative and operational efficiency, fiscal 
transparency, and accountability. Indeed, the military, police, and courts 
are no different from any other sector in PFM terms, and there is no valid 
reason why they should violate any PFM principles. Limited consider-
ations have to be made for legitimately secret policies, like war plans. But 
in  general security actors should follow the same budget process as other 
 public sector entities, from formulation to execution and performance 
monitoring, and adhere to the same PFM standards of budget credibility, 
predictability, transparency, and so on.

At a minimum, then, the core task of a PER team is to elicit a sound ana-
lytical product that makes public finance professionals more aware of secu-
rity sector needs, and that makes security sector practitioners more cognizant 
of the fiscal and governance rigors by which they must abide. However, a 
security sector PER should be just a stepping stone to institutionalizing this 
dialogue. The chapters that follow delve deeper into how these goals might 
be achieved in the military, police, and criminal justice system.

Annex 2A: UN and IMF Classifications of the Functions of 
Government: Defense

Schemes for budget classification, including (i) functional, (ii) economic, 
and (iii) programmatic classification schemes, have evolved over time 
to serve  different purposes. These schemes are not mutually exclusive, and 
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combinations of two or more enable more complex analysis of units and 
programs. However, introducing new classification schemes is not a small 
exercise; it places significant accounting and data demands on public insti-
tutions and in weak capacity settings may take some time to be implemented 
and yield reliable information.

Functional classification categorizes government activities based on their 
broad policy objectives—such as defense, justice, or public order—and so 
facilitates the analysis of resource allocation between government functions 
and sectors. It is important for the PER team to remember that there is not 
a one-to-one mapping between functions and institutions. Countries differ 
in the way they organize institutionally to provide security services, includ-
ing defense; and defense sector institutions can provide nondefense services 
in addition to their core defense function. The United Nations’ Classification 
of the Functions of Government (COFOG)37 scheme provides an interna-
tional standard that is comprehensive and facilitates cross-country 
comparisons. It comprises 10 major government functions and their 
subfunctions. Those comprising the defense function are provided in table 
2A.1 as an example. One downside to the UN COFOG scheme is that cer-
tain expenditures related to veterans’ benefits are included under a nonde-
fense heading, which could frustrate a sectoral approach in postconflict 
situations where veterans’ benefits are used to further demobilization efforts 
or are otherwise a significant part of the defense budget.38

It is common to combine the functional classification scheme with 
administrative and economic classification schemes to meet country needs. 
(See table 2A.2 for a sampling of the diversity of classification schemes.) 
Organizing economic transactions by function, for example, facilitates a 
sectoral approach while revealing intrasectoral imbalances. This can be 
especially important in the military sector, which often fails to account suf-
ficiently for the long-term impact of major weapons procurements or force 
modifications. Similarly, the functional classification for defense is often 
subdivided into distinct defense programs. This method enables a sectoral 
approach to national budgeting, where the military sector competes with 
other sectors on a level playing field, but also allows the government to 
establish output and outcome goals for specific defense sector expenditures. 
This approach can help improve military effectiveness if the government 
establishes and implements effective performance metrics and holds pro-
gram managers accountable for results.

Whatever classification scheme is adopted, budget categories for the 
defense, public safety, and justice sectors need to be comprehensive, inter-
nally consistent, and coherent with the rest of the national budget. Given 
the impact of security spending on macroeconomic stability and the impor-
tance of security provision to poverty reduction and economic develop-
ment, it is crucial that the military, police, and judicial institutions be 
included in any process that updates central finance systems. If the PER 
team is involved in creating or reforming the defense sector classification 
scheme, for instance, it could be useful to consider the military budget from 
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Table 2A.1 UN Classification of the Functions of Government (COFOG): Defense 
Sector and Subsectors

Code Title Description

02 Defense • Includes all subdivisions of defense

02.1 Military  
defense

• Administration of military defense affairs and services
• Operation of land, sea, air, and space defense forces; operation of 

engineering, transport, communication, intelligence, personnel, 
and other noncombat defense forces; operation or support of 
reserve and auxiliary forces of the defense establishment

• Includes offices of military attachés stationed abroad; field hospitals
• Excludes military aid missions (02.3.0); base hospitals (07.3); 

military schools and colleges where curricula resemble those of 
civilian institutions even though attendance may be limited to 
military personnel and their families (09.1), (09.2), (09.3), or (09.4); 
pension schemes for military personnel (10.2)

02.2 Civil defense • Administration of civil defense affairs and services; formulation of 
contingency plans; organization of exercises involving civilian 
institutions and populations

• Operation or support of civil defense forces
• Excludes civil protection services (03.2.0); purchase and storage of 

food, equipment, and other supplies for emergency use in the case 
of peacetime disasters (10.9.0)

02.3 Foreign 
military aid

• Administration of military aid and operation of military aid missions 
accredited to foreign governments or attached to international 
military organizations or alliances

• Military aid in the form of grants (cash or in kind), loans (regardless 
of interest charged), or loans of equipment; contributions to 
international peacekeeping forces including the assignment of 
manpower

02.4 R&D defense • Administration and operation of government agencies engaged in 
applied research and experimental development related to defense

• Grants, loans, or subsidies to support applied research and 
experimental development related to defense undertaken by 
nongovernment bodies such as research institutes and universities

• Excludes basic research (01.4.0)

02.5 Defense n.e.c. • Administration, operation, or support of activities such as 
formulation, administration, coordination, and monitoring of 
overall policies, plans, programs, and budgets relating to defense; 
preparation and enforcement of legislation relating to defense; 
production and dissemination of general information, technical 
documentation, and statistics on defense; etc.

• Includes defense affairs and services that cannot be assigned to 
(02.1), (02.2), (02.3), or (02.4)

• Excludes administration of war veterans’ affairs (10.2)

Source: United Nations Statistics Division, “Detailed Structure and Explanatory Notes,” http://unstats.un.org/unsd 
/ cr/registry/regcst.asp?Cl=4.
Note: n.e.c. = not elsewhere classified; R&D = research and development. The excluded budget codes refer to 
other sections of the UN COFOG scheme not included in this table.
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the national perspective by asking what information is necessary to assess 
military budget requests and balance them against budget requests from 
other government sectors. The result might be an administrative, economic, 
functional, or program classification scheme, or some combination. 
Provisions must, of course, be made for legitimately secret budgets. Special 
codes could allow aggregation to a nonsensitive level for public disclosure, 
but could also enable specially cleared executive officials and legislative 
members to view budgets in more detail. The biggest challenge will likely be 
institutional resistance by the military or police to being integrated into the 
national budget process. Budget classification facilitates integration, and 
might be resisted for that reason.

An economic classification scheme groups expenditures by type, includ-
ing compensation of employees; use of goods and services; consumption of 
fixed capital, interest, subsidies, and social benefits; and other expenses. 
The budget can incorporate economic categories for each institution and its 
subdivisions. In the army, for example, economic categories could be pro-
vided for each unit within the infantry, armor, special forces, civil affairs, 
and other subcommands. Combining an administrative and economic 
 classification enables examination of personnel and capital spending by 
unit, for example, and highlights the production function for the units’ out-
puts. The IMF’s Government Finance Statistics Manual (GFSM) provides 
useful guidance for economic classification of expenses.39 In addition to 
providing a classification scheme for revenues and expenses, the GFSM dis-
cusses institutional units and sectors; defines economic flows, stock posi-
tions, and accounting rules; and distinguishes between transactions in 

Table 2A.2 Budget Classification Schemes

Resource Description

United Nations Classification of the 
Functions of Government (UN COFOG)
http://unstats.un.org/unsd/cr/registry 
/ regcst.asp?Cl=4

Provides an international standard for functional 
classification

National Classifications
http://unstats.un.org/unsd/cr/ctryreg 
/ default.asp?Lg=1

Provides national classification schemes, where avail-
able, including each country’s classification structure; 
the classification scheme’s relationship to interna-
tional standards; how and by whom it is used within 
government; its revision status; a summary of sup-
porting documents; and contact information for the 
office responsible for maintaining the scheme

International Monetary Fund Government 
Finance Statistics Manual
http://www.imf.org/external/np/sta/gfsm 
/ index.htm

Provides an international standard for economic clas-
sification; chapter 6 focuses on government expenses 
and includes an annex discussing cross-classification 
with the UN COFOG to Government Finance Statistics 
reporting (where section “702 Defense” is analogous 
to the functions provided in table 2A.1).
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financial and nonfinancial assets and liabilities. It is important to note that 
GFSM 2014 covers accrual-based concepts, which may not be relevant or 
useful in many countries. A simplified version of the IMF’s scheme for 
expense classification is provided in table 2A.3.

Programmatic classification specifies distinct programs—groupings of 
relatively homogenous policy objectives—with their associated expendi-
tures. In this scheme, defense programs constitute the building blocks of 
the military budget, and include diverse activities such as procuring missiles 
for fighter aircraft, feeding troops in battle, or providing benefits to widows 
and orphans. In contrast to the functional classification, the program 
 classification focuses on specific policy objectives and how they are going 
to be implemented. It can thus support performance evaluation and 
 performance-based budgeting by linking economic inputs to program out-
puts (and potentially to program outcomes).

Program classification is the least common classification system, and it is 
especially challenging to implement in capacity-constrained environments. 

Table 2A.3 IMF Economic Classification of Expenses

Expense category Expense subcategory

21 Compensation of employees 211 Wages and salaries

212 Employers’ social contributions

22 Use of goods and services n.a.

23 Consumption of fixed capital n.a.

24 Interest 241 To nonresidents

242 To residents other than general government

243 To other general government units

25 Subsidies 251 To public corporations

252 To private enterprises

253 To other sectors

26 Grants 261 To foreign governments

262 To international organizations

263 To other general government units

27 Social benefits 271 Social security benefits

272 Social assistance benefits

273 Employment-related social benefits

28 Other expense 281 Property expense other than interest

282 Transfers not elsewhere classified

283 Premiums, fees, and claims related to non-
life insurance and standardized guarantee 
schemes

Source: Adapted from IMF 2014, table 6.1.
Note: IMF = International Monetary Fund; n.a. = not applicable. The actual Government Finance Statistics 
Manual scheme further delineates expense subcategories.
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The original concept of program budgeting arose from applications in the 
U.S. Department of Defense in the 1950s and 1960s, and the approach was 
subsequently applied government-wide. Variations of program budgeting 
most recently have been at a level of aggregation below functions, sometimes 
below sectors, but covering larger policy areas of importance for a country’s 
national objectives. A recent variation of this approach, specifically in 
defense, is capability-based planning,40 where a specific functional capability 
is defined (for example, securing national borders from illegal or uncon-
trolled traffic), and all military services necessary for achieving that capability 
are considered, whether ground, air, or maritime/naval. The budget process 
within defense would seek to identify the most cost-effective combination of 
forces needed to achieve the objective along with the required funds.
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CHAPTER 3

Public Expenditure 
Reviews in the 
Defense Sector

Introduction

This chapter examines the potential role of a Public Expenditure Review 
(PER) in the defense sector, which is usually among the most sensitive areas 
of government in developing and developed countries alike. The basic ana-
lytical framework for a defense sector PER is the same as for any other 
sector, and the PER team can employ many of the same techniques to assess 
overall fiscal sustainability, the role of various military and policy-making 
institutions, the strategic allocation of resources, and the efficiency and 
effectiveness of government spending in providing defense services.

The scope and methodology of a defense sector PER depend on the 
nature of the government’s request and subsequent discussions. But in all 
cases, a successful PER will require buy-in from relevant officials. These 
officials will almost certainly include the ministers of defense and finance, 
and senior military officers, but also senior executive officials, personnel 
from oversight agencies, and lower-level military officers.

Whatever motivates the request (the potential reasons are explored in 
this chapter), trust between stakeholders is critical given the sensitivities of 
the issues involved. Without such trust, a PER in the defense sector is not 
going to get very far. In 2005, for example, the heads of the World Bank, 
the United Nations Department of Peacekeeping, and the European 
Commission jointly agreed that a review of expenditures in the Democratic 
Republic of Congo would be a very worthwhile exercise. However, the 
government was not party to this agreement and therefore the recom-
mended PER was never initiated.
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The goals of a defense sector PER are to shed light on public spending 
decisions in the military sector by (i) assessing the extent to which the mili-
tary budget is prepared against a clear, nationally determined security strat-
egy; (ii) analyzing the affordability of defense sector policies and expenditures 
in a macroeconomic context; (iii) helping policy makers determine the 
appropriateness of resource allocations given the security sector trade-offs 
available and the specific strategies adopted; and (iv) measuring the effi-
ciency and effectiveness of overall military expenditures. In carrying out 
these aims, the PER can help establish objective standards and an inclusive 
national process for allocating scarce public resources among various policy 
options, and in turn improve service delivery, not just in the security sector 
but more broadly across government.

A defense sector PER can also help build public trust by promoting 
transparency and accountability, which are essential to the long-term sus-
tainability and success of the military and other government institutions. 
Successfully connecting informed policy to reliable, sufficient resourcing 
can help improve overall military effectiveness, thus providing an essential 
supply-side boost to security. Similarly, improving perceptions of military 
accountability can help build trust and mitigate social cleavages, thus pro-
viding an essential demand-side boost.

This chapter proceeds in five parts:

 1. The introduction provides an overview of defense sector PERs. It dis-
cusses possible entry points for a PER and describes possible method-
ologies, which vary depending on the composition of the PER team 
and the nature of the client request.

 2. The section on defense functions and military institutions defines the 
broad functions expected of the sector and describes how they are 
organized.

 3. The section on budgeting in defense applies universal budgetary prin-
ciples (enumerated in chapter 2) to the military sector’s budget formu-
lation process. It also looks at specific concerns for military budgets 
and outlines a standard annual budget cycle.

 4. The section on budget execution discusses budget authority, the bud-
get execution cycle, and internal controls in the defense sector.

 5. The section on performance measurement and oversight offers a 
broad view of these functions in the military sector, with a focus 
on the importance of fiscal transparency and the role of oversight 
agencies.

Entry Points and Methodology for Defense Sector PERs

There are many possible entry points for defense sector PERs (see table 3.1). 
In some instances, a PER might be motivated by factors that do not origi-
nate in the security sector but still affect it, such as changes in government 
or the political environment, the country’s strategic context, or macroeco-
nomic or financial conditions. Other entry points may relate to the state of 
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Table 3.1 Entry Points for a Defense Sector Public Expenditure Review

Type of change Examples

Political: changes in politi-
cal conditions at home, 
among key allies, or among 
adversaries

Elections or change in administration

Change in public opinion

Legislative attitudes and scrutiny

Peace accord implementation

Implementation of international obligations, such as European 
Union accession requirements

Human rights review

Economic: changes in expendi-
ture caused by macroeconomic 
or fiscal shocks, or in the way 
economic resources are allo-
cated and controlled

Changes in the fiscal space or resource envelope available due to 
changes in revenue

Realignment of national spending priorities

Reduction in defense expenditure by allies 

Response to increased defense spending by neighbors or 
adversaries

Macroeconomic shocks

Medium-term expenditure framework process

Institutional or process reforms to strengthen government-wide 
financial management

Security: impact of national, 
regional, or international secu-
rity developments 

Security sector reform program sponsored by the domestic gov-
ernment or an international partner

Strategic shock resulting in the redefinition of security threats

Adoption of a security sector approach

Internal security challenges, including civil unrest

Public safety and security pressures from organized crime and 
violence 

Border tensions

Implementation of international obligations (e.g., relating to arms 
control or transnational crime)

Arrival or withdrawal of international military force

Military: changes in military 
capabilities to reflect political, 
economic, or security context

Updated defense planning assumptions following fragility analy-
sis or threat assessment

Defense review initiating either defensewide or individual service 
reform 

Accountability and military effectiveness issues

Major equipment procurement decisions

Interservice rivalries, including redefinition of investment priority

the civil-military relationship or external shocks such as insecurity in the 
region or a successful peace process.

Given the range of entry points and topics, and given the different man-
dates of the actors that might conduct such a study, there is no standard 
methodology for a defense sector PER. Since 2005, the World Bank has 
worked with the United Nations or partners on PERs relevant to the 
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military in various countries, including Afghanistan (2005 and 2010), the 
Central African Republic (2009), Liberia (2012), Burundi (2012), Mali 
(2013), and Niger (2013); all varied in scope (see table 3.2) and in how they 
applied PER methodologies and public financial management (PFM) prin-
ciples.1 Case studies drawn from these PERs are used throughout this chap-
ter to illustrate general observations.

A defense sector PER typically includes a functional mapping of the 
 military sector that provides the basis for determining whether military 
spending actually addresses security needs. If public funds are optimally 
allocated, there will be a clear link between security threats, defense pol-
icy objectives, military strategy, and military institutions. Defense policy 
objectives must address the country’s threat perceptions to mitigate risks 
and provide the necessary conditions for peace, economic development, 
and poverty reduction; military strategy must explicitly define how mili-
tary forces will achieve defense policy objectives; and decisions about 
force structure, equipping, training, and employment must fulfill the 
military strategy. A functional mapping will therefore review the coun-
try’s defense policy objectives and map service delivery responsibilities to 
specific military institutions; the goal is to identify the military sector’s 
prescribed functions and policy objectives and to assess the extent to 
which coherent strategies guide public expenditure allocations. Generally, 
roles and responsibilities are a key determinant of funding and staffing 
requirements.

The following institutional actors are included in a functional mapping 
of the military sector:

• Policy and administration agencies: the chief executive, legislature, 
defense council, ministry of defense, joint chiefs of staff, and ministry 
of finance, which determine defense policy objectives and military 
strategy

• Armed services: the army, navy, air force, and other branches depend-
ing on country context, which train, equip, and maintain military 
forces

• Operational military forces: joint commands of military units from 
the various branches that are operationally employed to deliver secu-
rity services

• Oversight agencies: internal and external oversight bodies that moni-
tor and report on defense sector efficiency and performance.

On the basis of this mapping exercise, a defense sector PER will typi-
cally survey the existing level and structure of security expenditures, as 
well as recent trends and likely future expenditure requirements. This type 
of analy sis should cover recurrent expenses and a full costing of major 
procurement, capital expenditures, and force modifications in order to 
determine resource requirements and assess whether funds are allocated 
efficiently. If military institutions are not mapped, assessing the disposi-
tion and use of funds for the defense function is difficult, if not impossible. 
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Thus under most circumstances, a defense sector PER implicitly includes 
the more  narrowly defined functional mapping. In any case, it is good prac-
tice for a PER to define the universe or scope of the topic addressed, and 
specify which parts of that universe the subsequent review will analyze.

A defense sector PER also typically seeks to apply internationally 
accepted PFM principles and practices to the defense function and military 
institutions. Applying these principles and practices improves budget for-
mulation, budget execution, and oversight practices, and in turn supports 
four overriding goals of sound macrofiscal management:

 1. Macroeconomic and fiscal stability, which involves maintaining con-
trol of a country’s overall fiscal position

 2. Allocative efficiency, which involves balancing competing demands 
and allocating scarce public resources where they will have the great-
est benefit (as well as assessing whether allocations match government 
sectoral policy priorities)

 3. Operational efficiency, which involves achieving outputs and out-
comes that are economical, efficient, and effective to get the most out 
of all funds expended

 4. Fiscal transparency and accountability, which involves providing 
open and transparent access to financial decisions and data so that 
government officials can be held accountable for their actions.

Fiscal stability and allocative efficiency are largely achieved through an 
effective national budget process. The national budget is therefore con-
sidered the government’s single most important policy instrument from a 
PFM perspective. Through the national budget, competing policy objec-
tives are reconciled and specific government initiatives are supported by 
means of a deliberate, informed, and competitive process of resource allo-
cation. A defense sector PER will likely review the processes for determin-
ing funding levels, allocating resources to the military sector, executing 
defense budgets, and providing ex post oversight and impact assessment. 
The goal is to assess the equity, efficiency, and effectiveness of resource 
allocations in the context of the country’s macroeconomic constraints, 
defense policy, and other sectoral priorities. An essential element of fiscal 
sustainability is managing multiyear and long-term commitments to 
ensure that both the capital expenditure itself and associated operating 
and maintenance costs are affordable and sustainable. This is most often 
associated with capital investment and constructions, but also encom-
passes large multiyear procurements.

Operational efficiency depends on the country’s internal control 
 environment and practices, as well as its systems of performance mea-
surement and oversight. Under the great majority of circumstances, inter-
nationally accepted PFM principles apply to the military sector as well as 
any other sector. Limited special considerations have to be made for 
secret activities, operational uncertainties, and the long time horizon of 
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many force structuring and procurement decisions, as well as for the 
 difficulty of measuring defense outcomes. But overall, there is no reason 
the military sector should be held to weaker standards than the rest of 
government. Moreover, the military sector potentially has much to gain 
from a PER, which will likely improve not only efficiency and account-
ability but also performance. Typically, a defense sector PER (i) surveys 
internal controls for human resources, procurement, asset management, 
and other aspects of budget execution; (ii) assesses the effectiveness of 
financial management and financial oversight practices and their impact 
on service delivery; and (iii) identifies necessary financial management 
reforms to improve the effectiveness and efficiency of public spending. 
A defense sector PER will also likely assess the capacity and effectiveness 
of the country’s legislature and its internal and external oversight institu-
tions. In doing so, it will identify and incorporate indicators to assess 
institutional performance and service delivery.

Finally, fiscal transparency and accountability are especially impor-
tant for the military sector. Often, public perceptions about military 
exceptionalism, the military’s predominance in domestic politics, or the 
military’s operational control of deadly force make this sector particu-
larly prone to waste, fraud, and abuse. The public services delivered by 
the military sector are intended to be a source of security, but the military 
can be a source of insecurity if its coercive powers are exercised to 
advance its own interests. Moreover, as a classic public good, defense is 
noncontested, meaning that individuals have no effective way to deny 
payment for substandard service. The only way of ensuring that the mili-
tary serves the national interest and promotes security, not insecurity, is 
through the “long route” of democratic accountability: the military must 
receive policy guidance from, and answer to, elected civilian leaders.2 For 
those elected civilian leaders to fulfill their role, they need information 
about military activities and spending decisions, which is facilitated by 
fiscal transparency.

A PER’s specific methodology and focus depend on the context and 
country request. Generic guidance is outlined in the introduction to this 
book, and this chapter considers the potential spectrum of issues to be 
covered in defense. The work undertaken by the United Nations 
Development Programme (UNDP) and Interpeace in Guatemala (box 3.1) 
offers an interesting example of how these issues have been approached. 
How a PER is conducted, and how the results are used and disseminated, 
can vary depending on its objectives. Most PERs are at a minimum an 
analytic piece covering policy, funding, institutions, and impact/outcomes, 
with the objective of providing information about economic and policy 
issues and facilitating government deliberations and decisions. Some PERs 
engage multiple domestic and international stakeholders in order to clarify 
issues, develop options, and build consensus for the sector. The PER’s 
focus and methodology shape the work program and its timing and should 
be understood from the start.
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Country Contexts

Countries vary significantly in the orientation, composition, and resourc-
ing  of their military sectors. As the “Defense Functions and Military 
Institutions” section of this chapter will explain, the specific functions 
fulfilled by the military sector vary based on national priorities, per-
ceived security threats, military strategy, tradition, and other factors. 
Resource allocations should be determined based on several interrelated 
factors: nationally determined defense policy objectives and military 
strategy, assessed resource requirements to meet those objectives, and a 
centrally determined resource constraint set to maintain fiscal and mac-
roeconomic stability. Security threats, functional organization, and 
resource allocations vary across countries and across time, so it is diffi-
cult to make generalizations and there is no universal formula that can 
be applied.

Even so, three factors are especially important to defining country 
context: (i) institutional strength, (ii) vulnerability to conflict, and 
(iii) the country’s level of economic development. Together, they condi-
tion the objectives, standards, and practices of a country’s defense pol-
icy, military strategy, and resource allocation. They should therefore 
guide the PER team’s analysis and its development of “best fit” reforms. 
The team might also compare the country of interest to international 
standards—or to other countries with similar institutional, conflict, and 
economic profiles—in order to further highlight areas of concern and 
suggest possible reforms.

Institutional Strength
Institutions, in the classic definition, are “humanly devised constraints 
that structure political, economic, and social interactions.”3 Strong 

Box 3.1 Guatemala—A Security Policy for Democracy

From 1999 to 2002, the United Nations Development Programme and Interpeace 

supported a civil society–led policy dialogue in Guatemala on the security sec-

tor. This exercise, called POLSEDE (“toward a security policy for democracy”), 

brought together civil society, military, intelligence, and political actors at the 

end of the civil war to examine the role and potential reform of the armed forces 

and intelligence services. The initiative started with three criteria: (i) the agenda 

was open, (ii) the agenda was defined by the participants, and (iii) recommenda-

tions were nonbinding in nature. The research-oriented open agenda encour-

aged key participants to engage in a potentially threatening dialogue about 

comprehensive reform. In turn, the extended timeline allowed reform alliances 

to be built around key areas in the defense sector and its links to civilian over-

sight and accountability.

Source: Arevalo de Leon 2007.
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institutions are those that promote desired outcomes, and the World 
Bank has  identified numerous institutions important for economic devel-
opment. To monitor policy and institutional quality and to help allocate 
concessional lending and grants for low-income countries, the World 
Bank uses a Country Policy and Institutional Assessment (CPIA). The 
CPIA uses a six-point scale to score 16 relevant institutions organized 
into four clusters:

• Economic management, comprising monetary and exchange rate pol-
icies, fiscal policy, and debt policy and management

• Structural policies, relating to trade, the financial sector, and the busi-
ness regulatory environment

• Policies for social inclusion/equity, relating to gender equality, equity 
of public resource use, human resources development, social protec-
tion and labor, and policies and institutions for environmental 
sustainability

• Public sector management and institutions, relating to property rights 
and rule-based governance, quality of budgetary and financial man-
agement, efficiency of revenue mobilization, quality of public admin-
istration, and transparency, accountability, and corruption in the 
public sector.4

The World Bank defines a fragile state (or “situation”) as one that has 
a harmonized CPIA score of 3.2 or less (on the six-point scale) or that has 
hosted a UN or regional peacekeeping or peacebuilding mission in the 
last three years.5 Among them are some of the world’s poorest countries, 
including the four poorest in per capita (purchasing power parity) 
terms—the Democratic Republic of Congo, Burundi, Eritrea, and 
Liberia.6 The list of fragile states also includes Timor-Leste and 
Zimbabwe, which are “blend” countries eligible for concessional 
and nonconcessional lending, as well as Bosnia and Herzegovina, Iraq, 
Lebanon, Libya, and the Syrian Arab Republic, which are middle-income 
countries (and therefore not scored by the CPIA). For each of the World 
Bank–designated fragile situations, average CPIA scores and indicators 
for the presence of peacekeeping or peacebuilding missions are shown in 
table 3.3.

Institutional strength in the military sector is determined by the account-
ability, effectiveness, and efficiency of the country’s policy and adminis-
trative agencies, armed services, operational military forces, and oversight 
agencies. Democratic accountability and effective service delivery have 
long been commonly accepted criteria in the security sector reform (SSR) 
community (see box 3.2 for an example). More recently, efficiency—
including the transparency of finances and the rationalization of  budgets—
has been identified as another key indicator of strength.7 Means to assess 
accountability, effectiveness, and efficiency in the context of a defense sec-
tor PER are discussed in the “Performance Measurement and Oversight” 
section of this chapter.
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Table 3.3 World Bank–Designated Fragile Situations, 2016

CPIA cluster averages Presence of mission

World Bank AfDB/ADB Harmonized Peacekeeping Political

IDA eligible

Afghanistan 2.65 2.80 2.7 X

Burundi 3.26 3.37 3.3 X

Central African Republic 2.43 2.28 2.4 X

Chad 2.69 3.24 3.0

Comoros 2.71 2.46 2.6

Congo, Dem. Rep. 2.97 3.29 3.1 X

Côte d’Ivoire 3.25 3.49 3.4 X

Eritrea 1.99 2.14 2.1

Gambia, The 3.14 3.20 3.2

Guinea-Bissau 2.50 2.67 2.6 X
Haiti 2.85 — 2.9 X

Kiribati 2.95 3.05 3.0
Kosovo 3.55 — 3.6 X
Liberia 3.10 3.49 3.3 X
Madagascar 3.13 3.19 3.2
Mali 3.36 3.65 3.5 X

Marshall Islands 2.64 2.90 2.8
Micronesia, Fed. Sts. 2.73 2.95 2.8
Myanmar 3.05 3.13 3.1
Sierra Leone 3.26 3.36 3.3 X
Solomon Islands 2.93 3.30 3.1
Somalia — 1.10 1.1 X
South Sudan 2.00 2.21 2.1 X
Sudan 2.42 2.56 2.5 X
Togo 2.99 3.20 3.1
Tuvalu 2.79 2.97 2.9
Yemen, Rep. 2.97 — 3.0
Territories
West Bank and Gaza — — — X
Blend
Timor-Leste 3.05 3.39 3.2 X
Zimbabwe 2.65 2.20 2.4
IBRD only
Bosnia and Herzegovina X
Iraq X
Lebanon X
Libya X

Syrian Arab Republic X

Sources: World Bank; Asian Development Bank 2013; African Development Bank Group.
Note: — = not available. ADB = Asian Development Bank; AfDB = African Development Bank; CPA = Country Performance 
Assessment; CPIA = Country Policy and Institutional Assessment; IBRD = International Bank for Reconstruction and 
Development; IDA = International Development Association. Numbers are affected by rounding. Middle-income countries 
(Bosnia and Herzegovina, Iraq, Lebanon, Libya, and the Syrian Arab Republic) are not scored by the CPIA. CPIA uses a 
six-point scale, with 1 being the least institutionally developed and 6 being the most institutionally developed. The Asian 
Development Bank uses the CPA as its indicator.
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There is no standard index of institutional strength for national 
 militaries, and developing one is probably impossible because the broad 
range of defense policy objectives prevents cross-country comparisons of 
service-delivery effectiveness. However, Transparency International has 
developed a typology of 28 defense sector corruption risks (see annex 3B). 
Using this index, Transparency International ranked 82 economies on a 
100-point scale. Nearly 70 percent had high to critical risk of corruption 
in the military sector. Among them were the majority of the world’s major 
arms importers and exporters, as well as all of the fragile states assessed. 
All the countries that scored within the top 10 percent are classified as 
high-income by the World Bank: Germany (88), Australia (86), Norway 
(82), the United States (81), the United Kingdom (77), Taiwan, China 
(75), Sweden (75), and Austria (72). All the countries that scored in the 
bottom 10 percent are located in the Middle East and North Africa or 
Sub-Saharan Africa: the Syrian Arab Republic (3), Libya (5), Eritrea (7), 
the Republic of Yemen (8), Angola (8), the Arab Republic of Egypt (11), 
Algeria (12), and the Democratic Republic of Congo (14).8 Integrity 
scores for assessed fragile states and average integrity scores by income 
group and region are provided in annex 3C. In most cases, defense sector 
corruption risks are caused or exacerbated by weaknesses in PFM princi-
ples and practices. The PER team can therefore use this typology, and the 
data collected by Transparency International, to benchmark defense sec-
tor corruption risks for the country of interest. In terms of economic out-
put, Transparency International’s corruption-risk index covers a wider 
range of countries than does the CPIA. That makes it more useful for 
benchmarking middle- or upper-income countries, but somewhat less 
helpful for fragile states. Even so, there is a strong positive correlation 
between the two indexes for the 25 countries they share in common, as 
shown in figure 3.1. Where data availability is limited, therefore, the PER 
team might consider the CPIA index of government-wide institutions as 
indicative of institutional quality within the military sector.9

Box 3.2 Indonesia—Internal Institutional Reform and Civil Society 
Capacity

After the fall of Suharto in 1998, Indonesia installed a civilian minister of 

defense as a signal that the military was prepared to come under civilian over-

sight. In turn, the reform process was supported by a very strong civil society 

platform, the Indonesian Working Group on Security Sector Reform. Over the 

next four years and with very little external support, national institutions 

reformed military procurement, established parliamentary oversight commis-

sions, and produced a defense white paper.

Source: Muna 2008.



 Public Expenditure Reviews in the Defense Sector   155

Vulnerability to Conflict
Armed conflict is obviously directly relevant for the military sector. The 
level of civil unrest and external threat will determine the structure and 
disposition of the country’s security forces, including the military. Active 
conflict takes a toll on military forces: it depletes the country’s stock of 
ammunition and supplies; wears out weapons and other defense matériel; 
damages transport, physical infrastructure, and other assets; and—perhaps 
most important—exhausts military personnel and prevents or delays their 
training. Finally, conflict often implicates the security forces in human 
rights abuses; in addition to the direct harm this causes to the populace, 
human rights abuses indicate weak military accountability.

Data on the incidence of civil wars and interstate conflicts at the national 
level are well developed, but data availability is more limited for the effects of 
civil conflict and criminal violence (on lives and the economy), and for subna-
tional geographical areas. Moreover, data are particularly weak for fragile 
and low-income states. Nonetheless, data on battle deaths and homicide rates 
are widely used for cross-country comparisons and for determining if a state 
is conflict prone, and both indicators are available from the World Bank’s 
World Development Indicators Database (see table 3A.1 in annex 3A). These 
data can be used by the PER team to benchmark the country of interest and 
to roughly determine whether security spending is adequate to meet the evi-
dent security challenges. Conflict indicators for fragile states are listed in 
table 3.4. In addition to providing valuable comparative statistics, this table 

Figure 3.1 Transparency International and Country Policy and Institutional Assessment 
Indicators of Institutional Quality

Sources: Transparency International U.K., African Development Bank Group, Asian Development Bank, 
World Bank (World Bank staff analysis 2014).
Note: CPA = Country Performance Assessment; CPIA = Country Policy and Institutional Assessment.
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Table 3.4 Conflict Indicators in Selected Fragile States

Annual averages over designated period

Homicides per 100,000 people Battle deaths

10-year 20-year 10-year 20-year

Afghanistan 2.4 2.4 3,503.6 3,994.1

Bosnia and Herzegovina 1.8 1.8 — 4,064.0

Burundi 21.7 21.7 516.0 555.0

Central African Republic 29.3 29.3 71.6 98.7

Chad 15.8 15.8 411.6 396.7

Comoros 12.2 12.2 — 56.0

Congo, Dem. Rep. 21.7 21.7 556.1 1,301.9

Côte d’Ivoire 56.9 56.9 211.0 211.0

Eritrea 17.8 17.8 57.0 11,460.2

Guinea-Bissau 20.2 20.2 — 234.7

Haiti 5.8 5.8 244.0 244.0

Iraq 2.0 2.0 2,806.0 1,546.4

Kiribati 7.3 7.3 — —

Liberia 10.1 10.1 1,118.5 658.8

Libya 2.9 2.9 1,928.0 1,928.0

Madagascar 8.1 8.1 — —

Mali 8.0 8.0 64.6 71.5

Micronesia, Fed. Sts. 0.9 0.9 — —

Myanmar 10.2 10.2 221.0 318.7

Sierra Leone 14.9 14.9 — 578.5

Solomon Islands 4.7 4.7 — —

Somalia 1.6 1.6 1,326.0 819.9

South Sudan — — 216.0 216.0

Sudan 24.2 24.2 1,275.9 1,751.7

Syrian Arab Republic 2.4 2.3 842.0 842.0

Timor-Leste 7.0 7.0 — —

Togo 10.9 10.9 — —

West Bank and Gaza 3.7 2.7 — —

Yemen, Rep. 4.0 4.0 349.8 578.0

Zimbabwe 14.3 14.3 — —

Source: World Bank data.
Note: Annual 10-year (2002–2011) and 20-year (1992–2011) averages are based on the most recent available 
data. — = not available.

makes clear the effect of data constraints. Burundi, for example, has homi-
cide data only for 2008; annual 10- and 20-year averages are therefore the 
same.10 Conflict indicators by geographical region and income group are pro-
vided in table 3.5. According to the available data, homicide rates are high in 
Latin America and the Caribbean and Sub-Saharan Africa, and remarkably 
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Table 3.5 Conflict Indicators, by Region and Income Group

Annual averages over designated period

Homicides 
per 100,000 people Battle deaths

10-year 20-year 10-year 20-year

Region East Asia and Pacific 4.0 4.1 210.5 223.9

Europe and Central Asia 3.4 3.9 207.9 677.9

Latin America and Caribbean 20.7 19.8 241.8 223.0

Middle East and North Africa 2.0 1.9 757.9 535.8

North America 4.6 4.4 — 233.0

South Asia 3.5 3.6 2,383.4 1,723.5

Sub-Saharan Africa 18.3 18.5 345.7 936.3

Income group High income 5.0 4.9 296.5 213.3

Lower middle income 13.2 13.4 694.5 636.3

Upper middle income 10.9 10.9 561.2 765.4

Low income 14.3 14.4 546.8 1,013.7

World 10.1 10.1 581.4 744.4

Source: World Bank data.
Note: — = not available. Annual 10-year (2002–2011) and 20-year (1992–2011) averages based on most 
recent data.

low in the Middle East and North Africa and South Asia. In contrast, recorded 
battle deaths are much higher in the Middle East and North Africa and South 
Asia than in other geographical regions. For the most part, higher income is 
associated with fewer homicides and battle deaths.11

Finally, conflict and weak institutions are part of a vicious cycle. This is 
evident in figure 3.2, which plots homicide rates against Transparency 
International’s aggregate defense sector integrity scores. In general, institu-
tionally weak countries—particularly fragile countries—suffer from higher 
levels of conflict. Institutions shape the incentives for violence in at least 
three ways:

1. Higher institutional capacity, particularly strong policing and preven-
tion capabilities, deters violent crime and makes it less likely that the 
populace will turn to nonstate groups for protection.

2. Inclusive institutions ensure that all ethnic, social, and religious groups 
feel equally served, mitigating social fragmentation and increasing the 
costs of resorting to crime and rebellion.

3. Accountable institutions help prevent active abuse by the security 
services.12

That said, there is not perfect correlation: fragile and conflict-affected 
countries do not always have weak institutions, and countries with weak 
institutions are not always prone to or affected by conflict. Consequently, in 
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the context of a defense sector PER, it might be helpful to consider institu-
tional strength and the level of conflict on two separate dimensions. When 
military institutions are accountable, there is less risk that increased funding 
for defense will be lost to corruption or adversely strengthen abusive military 
forces. Thus in a country affected by fragility, conflict, and violence, but 
which has well-developed institutions, increasing budgetary allocations to 
the military sector might be a feasible way of improving the delivery of secu-
rity services; examples of such countries are South Africa, Mexico, Brazil, 
and Colombia (figure 3.2). Of course, this option is feasible only if fiscal 
constraints allow. On the other hand, a fragile state that also has weak insti-
tutions should give relatively more attention to transparency, accountability, 
and operational efficiency for funds that are already committed; examples of 
such countries are the Democratic Republic of Congo, Zimbabwe, Côte 
d’Ivoire, and República Bolivariana de Venezuela (figure 3.2).

Economic Development
In general, lower-income countries are more resource constrained. 
Consequently, the military—and other elements of the public sector—face 
tighter fiscal constraints. Military spending must conform to spending  limits 
if macroeconomic and fiscal stability is to be maintained. There will there-
fore be a tension between providing defense services and maintaining eco-
nomic stability. Under extreme circumstances, excessive military spending 
can crowd out spending in productive sectors, exacerbating economic devel-
opment challenges. On the other hand, budget restrictions could starve the 
military of resources and leave it incapable of providing defense services.

The appropriate level of military spending depends on country-specific 
circumstances. Military spending should be based on the country’s threat 

Figure 3.2 Relationship between Security and Institutional Quality

Sources: Transparency International U.K., African Development Bank Group, Asian Development Bank, 
World Bank (World Bank staff analysis 2014).
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perceptions, defense policy objectives, and military strategy. Reference to 
international patterns can indicate whether military spending in the country 
of interest deviates significantly from the norm. As shown in table 3.6, the 
worldwide average for military spending is 2.0 percent of gross domestic 
product (GDP) and 7.9 percent of the overall government budget. In North 
America, the Middle East and North Africa, and South Asia, military 
spending tends to be higher as a percentage of GDP and the government 
budget. Military spending is also higher as a percentage of the government 
budget in lower-income countries. Military spending per capita is far higher 
in North America than in any other region, and is very low in lower-income 
countries and in Sub-Saharan Africa.13

While useful, geographical and income-group averages can obscure 
important differences between countries. These individual differences 
can help illuminate factors driving defense policy decisions or the effect of 
those policy decisions. As shown in table 3.7, the United States spends 
far more than any other country in absolute terms; at more than $676  billion, 
its spending is higher than that of the next 14 countries combined. But when 
military spending is calculated as a percentage of GDP, seven other coun-
tries outrank the United States, with Saudi Arabia and Oman exceeding 8 
percent of GDP. In comparing country population size and numbers of mili-
tary personnel, it should be noted that some large militaries reflect regional 
strategic threats; examples include the Democratic People’s Republic of 
Korea, the Republic of Korea, Egypt, and Iraq. When military size is ranked 

Table 3.6 Average Military Spending Relative to Economic Output and Population

GDP Military expenditure

$ billion
Per capita, 

PPP ($) Per capita % of GDP % of budget

Region North America 6,024 47,141 1,379 2.9 12.8

East Asia and Pacific 633 18,679 296 1.7 9.4

Europe and Central Asia 375 25,594 353 1.8 5.9

South Asia 286 4,136 30 2.5 13.2

Latin America and Caribbean 161 12,348 94 1.4 6.5

Middle East and North Africa 159 21,165 559 3.7 12.4

Sub-Saharan Africa 28 4,249 44 1.8 7.3

Income 
group

High income 724 37,125 673 2.2 6.8

Upper middle income 321 12,176 122 1.9 8.0

Lower middle income 100 4,039 39 1.9 7.9

Low income 14 1,320 12 1.9 10.3

World 354 15,777 256 2.0 7.9

Source: World Bank, World Development Indicators database, http://data.worldbank.org/data-catalog 
/ world-development-indicators.
Note: PPP = purchasing power parity. Expenditure data are averaged over the last five years of available data.
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Table 3.7 Military Spending and Force Size, by Selected Category

Military expenditure Military personnel

Total, 
$ billions

% of  
GDP

% of 
budget Total

% of labor 
force

Highest 
absolute 
military 
spending

United States 676.38 4.5 18.3 1,549,703 0.98

China 127.90 2.1 16.1 2,921,000 0.36

Russian Federation 70.56 4.3 16.1 1,448,200 1.91

France 63.18 2.4 5.0 344,437 1.16

United Kingdom 60.54 2.5 5.7 167,628 0.53

Japan 54.17 1.0 5.5 252,970 0.38

Germany 47.08 1.4 4.5 237,386 0.56

Saudi Arabia 46.00 8.2 — 244,600 2.66

India 42.02 2.6 16.5 2,611,265 0.56

Italy 37.39 1.8 4.2 385,173 1.53

Highest 
military 
spending 
per GDP

Saudi Arabia 46.00 8.2 — 244,600 2.66

Oman 4.57 8.1 31.7 47,000 4.20

Israel 14.35 6.4 15.8 184,730 5.98

South Sudan 0.85 6.1 — 175,000 —

Jordan 1.37 5.3 18.2 110,700 7.04

United Arab Emirates 15.52 5.1 — 51,000 1.04

Georgia 0.61 4.8 17.4 32,612 1.40

United States 676.38 4.5 18.3 1,549,703 0.98

Russian Federation 70.56 4.3 16.1 1,448,200 1.91

Lebanon 1.51 4.1 14.2 78,040 5.34

Largest 
military, by 
personnel

China 127.9 2.1 16.1 2,921,000 0.36

India 42.02 2.6 16.5 2,611,265 0.56

United States 676.38 4.5 18.3 1,549,703 0.98

Russian Federation 70.56 4.3 16.1 1,448,200 1.91

Korea, Dem. People’s Rep. — — — 1,345,400 9.22

Pakistan 6.05 3.2 18.1 931,000 1.61

Egypt, Arab Rep. 4.19 2.0 7.0 853,700 3.35

Brazil 30.84 1.5 5.8 716,488 0.72

Korea, Rep. 28.12 2.8 13.6 672,500 2.72

Iraq 4.28 2.7 — 640,639 8.70

Largest 
military, by 
personnel 
per labor 
force

Korea, Dem. People’s Rep. — — — 1,345,400 9.22

Iraq 4.28 2.7 — 640,639 8.70

Eritrea — — — 201,850 7.56

Jordan 1.37 5.3 18.2 110,700 7.04

West Bank and Gaza — — — 56,000 6.37

Syrian Arab Republic 2.23 3.8 — 357,200 6.25

Israel 14.35 6.4 15.8 184,730 5.98

Singapore 8.10 3.7 26.7 155,320 5.79

Lebanon 1.51 4.1 14.2 78,040 5.34

Brunei Darussalam 0.39 2.8 — 9,150 4.80

Source: World Bank, World Development Indicators database, http://data.worldbank.org/data-catalog/world 
-development-indicators.
Note: — = not available. Expenditures are averaged over the last five years of available data.
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as a percentage of the total labor force, the effect of threatening neighbors 
and recent conflict is even more apparent.14 Finally, the military may also 
have purposes unrelated to security, such as reduction of unemployment, 
training and education, or indeed the integration of diverse social groups.

Fragile states exhibit a wide range of military-spending and force-size 
patterns, although data are not comprehensive. As shown in table 3.8, 

Table 3.8 Military Expenditures and Force Size, Selected Fragile and Conflict-Affected 
States

Military expenditure Military personnel

$ billions Per capita ($) % of GDP % of budget Total
% of  

labor force

Afghanistan 0.53 17.76 3.3 6.1 209,579 2.94

Bosnia and 
Herzegovina

0.23 59.67 1.3 3.2 9,941 0.68

Burundi 0.05 5.22 2.6 — 51,030 1.24

Central African 
Republic

0.04 8.77 2.0 — 3,090 0.16

Chad 0.38 30.44 3.7 — 34,946 0.83

Congo, Dem. Rep. 0.20 3.08 1.4 7.5 149,250 0.64

Côte d’Ivoire 0.39 19.57 1.6 18,850 0.27

Eritrea — — — — 201,850 7.56

Guinea-Bissau 0.02 9.76 1.9 — 6,873 1.06

Haiti — — — — 25 0.00

Iraq 4.28 131.27 2.7 640,639 8.70

Liberia 0.01 2.26 0.7 3.6 2,026 0.15

Libya 1.10 178.73 1.2 — 76,000 3.42

Madagascar 0.07 3.34 0.8 9.3 21,760 0.22

Mali 0.15 10.02 1.6 11.3 12,090 0.32

Myanmar — — — — 513,150 1.73

Sierra Leone 0.03 4.20 0.9 5.1 10,700 0.49

Somalia — — — — 2,400 0.08

South Sudan 0.85 78.09 6.1 — 175,000 —

Sudan — — — — 154,380 1.42

Syrian Arab 
Republic

2.23 99.69 3.8 — 357,200 6.25

Timor-Leste 0.03 25.23 3.2 — 1,199 0.36

Togo 0.06 8.67 1.7 11.8 9,480 0.33

West Bank and 
Gaza

— — — — 56,000 6.37

Yemen, Rep. 1.24 52.14 4.0 — 137,940 2.26

Zimbabwe 0.20 14.92 2.3 — 50,880 0.78

Average 0.54 35.04 2.2 7.5 105,918 1.79

Source: World Bank, World Development Indicators database, http://data.worldbank.org/data-catalog/world 
-development-indicators.
Note: — = not available. Expenditures are averaged over the last five years of available data.
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military spending ranges from a high of nearly $4.3 billion per year 
in  Iraq to a low of approximately $10 million per year for Liberia 
(averaged over the last five years of available data). Libya spends the 
most in per capita terms, followed by Iraq and the Syrian Arab Republic. 
Yet no fragile state ranks in the top 50 countries worldwide in per capita 
spending. For some fragile states, relatively low per capita spending on 
the military might be a function of low economic output. South Sudan, 
for example, spends more than 6 percent of its GDP on the military. 
However, when military spending is measured as a  percentage of the 
government budget, fragile states display a broad range, and none is 
exceptionally high. Togo and Mali top the list, at 11.8  percent and 
11.3 percent of the budget, respectively, but neither ranks in the top 20 
worldwide. Iraq has the largest military in absolute terms and as a per-
centage of the labor force. Myanmar and the Syrian Arab Republic also 
have large armies in absolute terms. Finally, when the military is mea-
sured as a percentage of the total labor force, four of the world’s top-10 
largest militaries belong to fragile states: Iraq, Eritrea, West Bank 
and  Gaza, and Syrian Arab Republic. In sum, these statistics sug-
gest  fragile states have relatively large militaries that are relatively 
underresourced.15

Challenges and Opportunities

In conducting a PER, the PER team should be aware of several challenges 
specific to the military sector.

Challenge 1: Multilateral development institutions have historically 
been reluctant to work with the military on PFM issues.
A distinguishing feature of the military sector is that it may threaten or 
use deadly force to implement policy objectives. This inherently violent 
and destructive modality has made multilateral institutions reluctant to 
engage on military issues. This PER sourcebook, however, takes for 
granted that military organizations exist to secure countries from exter-
nal aggression, advance the national interests of the state, and protect 
the state’s citizens. It accepts the fact that war and violence have 
affected livelihoods and shaped institutions throughout history and 
that security is a primary development challenge today. Finally, it rec-
ognizes that national militaries have become the standard, internation-
ally sanctioned institutions responsible for fulfilling the defense 
function. Dealing with militaries is unavoidable, and it can have pro-
found benefits for institutional reform, economic development, and 
poverty reduction.

Challenge 2: The military is often understood as exceptional in its 
relation to society and in its operating requirements, and therefore it 
is not subject to the same standards of performance and accountability 
as the rest of government—particularly with regard to secrecy.
The military does, in fact, have a special role in society, safeguarding the 
state and securing citizens’ welfare and livelihoods. To fulfill that role, 
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some of the military’s activities and policy decisions need to remain con-
fidential. War plans, for example, should be tightly guarded. However, 
it is possible to retain confidentiality in highly sensitive areas without 
undermining the principle of democratic accountability. PFM practices 
can be modified to satisfy confidentiality concerns when necessary, but 
not in ways that undermine fundamental accountability to civil authori-
ties. In practice, this means that small portions of the military budget 
might be classified as secret, but that the legislature—or a designated 
committee of the legislature—would be fully informed of secret-budget 
activities, capable of influencing policy and reallocating budgets, and 
empowered to hold military officials accountable. The need for confi-
dentiality and reluctance to share information may present an obstacle 
to the PER team. First and foremost this is overcome by an explicit 
directive from the government to the relevant ministries and line agen-
cies, requesting them to share data with the PER team. Second, a brief 
security classification analysis may be needed to indicate what specific 
data can be used by the PER team, particularly if the findings are to be 
published.

Challenge 3: Militaries often exercise de facto dominance among 
government institutions.
This dominance is a function of militaries’ long-standing or founding 
roles in modern nation states, the often highly political nature of defense 
sector expenditure decisions, and the military’s operational control of 
deadly force. It can result in a lopsided distribution of political influence, 
in which military leaders have special access to the chief executive or 
exercise relative autonomy in revenue collection, budgeting, and expendi-
ture. Accepting this de facto dominance insulates the military sector from 
the trade-offs and oversight mechanisms inherent to a formal budget pro-
cess and can lead to the misallocation of public resources or outright cor-
ruption. On the other hand, integrating the military sector into the 
national budget process provides an opportunity to redress dispropor-
tionate military influence. As will be discussed, a formalized national 
budget process encourages trade-offs between and within sectors to maxi-
mize allocative efficiency.

Challenge 4: There are often significant asymmetries in the 
knowledge, skills, and incentives of professionals in the finance 
and military sectors.
To the extent that the military operates outside the formal budget process, 
military leaders will remain ignorant of the country’s macroeconomic con-
text and its capacity to support their chosen military strategy. Similarly, to 
the extent that legislators and ministry of finance officials are excluded 
from the military’s strategy deliberations, they will remain ignorant of secu-
rity  threat assessments, resource requirements, and long-term financial 
implications of military decisions. The result is bad policy: unsustainable, 
unrealistic, and insufficient to address the country’s security challenges. This 
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gap in understanding is especially problematic for major military procure-
ments, which have long-term financial and military consequences that are 
difficult to project. The gap is exacerbated when civil-military institutions 
are absent or weak. Without an effective defense council or defense ministry, 
there is no institutional home where financial and military matters can be 
jointly decided. The connection between the effective deployment of 
resources to defense and the level of economic development, revenues, and 
quality of fiscal institutions should be an obvious and natural one, though it 
often fails in practice. A weak economy, the inability to collect domestic 
revenues, and the inability to deploy resources effectively can themselves 
pose a threat to security.16 When these elements are absent, more basic col-
laboration can be encouraged through the PER process itself. Simply con-
vening the interested parties and providing a platform for dialogue and 
trade-offs can be a significant improvement over prevailing practices.

Challenge 5: Defense policy and military strategy are not always 
formally defined, making decisions about resource allocation 
difficult.
Achieving the defense function is at the heart of the military enterprise, and 
a PER is meant to assess the reasonableness and efficiency of government 
efforts toward that end. In situations where there is no formal defense  policy 
or military strategy, the PER team can use certain techniques to identify the 
essential purpose and objectives of the military forces. These  techniques—
described in detail in the next section, on functions and institutions—include 
analyzing the regional context, existing military force structures and 
resource allocations, and current and anticipated military commitments. 
These de facto policies and strategies can guide the expenditure analysis and 
should be updated as the PER progresses.

Challenge 6: The military sector’s weak financial management and 
oversight practices expose it to numerous corruption risks, which 
undermine accountability, effectiveness, and efficiency.
This is especially true for fragile and conflict-affected states. The PER team 
should determine how these corruption risks affect the overall budget pro-
cess, resource allocation, and accountability and oversight mechanisms, 
and should identify specific institutional or process reforms to strengthen 
PFM policies and practices.

Defense Functions and Military Institutions

The primary function of a modern military sector is national defense: pro-
tecting citizens and preserving domestic peace and order, ensuring the sov-
ereignty of the state and its territorial integrity, and pursuing the national 
interest in the international arena. The defense function, as it is treated in 
this sourcebook, is generally comparable to the United Nations’ definition; 
it comprises administration of military defense affairs and services; opera-
tion of land, sea, air, and space defense forces; operation of engineering, 
transport, communication, intelligence, personnel, and other noncombat 
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defense forces; and operation or support of reserve and auxiliary forces of 
the defense establishment. This view of the defense function is through a 
service-delivery lens: the state is responsible for setting defense policy and 
holding service providers accountable; the nation’s military forces are 
responsible for devising military strategy and providing defense services; 
and the public consumes those defense services, elects representatives to the 
state to secure their interests, and advocates for specific policies. By analyz-
ing the defense function in this manner, this sourcebook seeks to connect 
specific defense policy objectives to resource allocations and the defense 
services they support, and then to measure the results in terms of account-
ability, effectiveness, and efficiency. This approach elucidates necessary 
institutional relationships and information requirements. It also facilitates a 
broader “security and justice sector” approach to PERs if used alongside 
the police and criminal justice chapters in this volume.

In military parlance, functions are often referred to as “missions.” A 
security sector PER may therefore address the defense mission, the law 
enforcement mission, the counternarcotics mission, or the like. In this sec-
tion, the term “function” is used in place of “mission,” but they mean 
essentially the same thing.

In addition to carrying out the defense function, defense sector institu-
tions have any number of other purposes. Table 3.9 provides a list of pos-
sible defense sector activities, which vary on a country-by-country basis. A 
common responsibility for the military sector outside of the defense func-
tion is supporting domestic police forces in maintaining public security. A 
domestic focus might result from insecurity and civil strife, as in the 

Table 3.9 Range of Possible Defense Sector Activities

Function Activity

Defense Defend national citizens at home and abroad

Project power strategically or in expeditionary interventions

Engage in stability or peacekeeping operations as part of a UN mission or 
ad hoc coalition

Support diplomacy and protect diplomatic missions

Provide nuclear deterrence

Provide defense and strategic intelligence

Public security Provide domestic counterinsurgency services

Conduct counternarcotics operations

Support police activities through the provision of paramilitary forces

Other Support civil emergency organizations during crises

Provide airlift capacity or other transportation services for nondefense purposes

Provide engineering or construction services
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formation of high-capacity counterinsurgency forces, or from the particular 
historical development of a country’s military forces, as in the European-
style gendarmerie. For practical purposes, the focus in this chapter is on the 
defense function as just defined. The public security function is addressed in 
the chapter on the police.

The military sector is influenced by the police and criminal justice sectors 
even if its mandate has strictly to do with defense. A highly effective and 
accountable military sector might still fail to ensure security if domestic 
institutions are weak, illegitimate, or otherwise incapable of controlling 
domestic criminality and preserving order. In these cases, there are poten-
tially important trade-offs between military and police institutions in fulfill-
ing security functions, and analyzing the military or police sectors in 
isolation would be insufficient. Instead, the PER team should adopt an 
explicitly comprehensive security sector approach, and should draw on 
considerations presented in the chapter on the police.

Defense sector institutions and capacities vary greatly across countries. 
Consequently, the PER team should map functions against institutions in 
the specific country context. Table 3.10 provides a generic overview of typi-
cal defense sector institutions involved in the defense function. It is impor-
tant to reiterate that the military sector is just one part of the security and 
justice sector. Institutions listed—particularly those at more senior levels—
likely have functional responsibilities outside of defense or citizen security. 
Moreover, most of the institutions listed coordinate or interact with institu-
tions outside of the military sector to fulfill the defense function.

To fulfill its primary function of defense, the military sector requires cen-
tralized control and a hierarchical structure. Thus in contrast to the police 
and criminal justice sectors, the military sector is relatively isolated from 
local affairs and subnational levels of government. This comparative isola-
tion simplifies analysis to the extent that the military sector’s policies and 
activities are transparent and that data are available to the PER team. On 
the other hand, deviations from the norm are likely cause for concern. In 
addition to frustrating a defense sector PER, the absence of centralized 
command and control or clear lines of policy guidance and oversight will 
exacerbate problems of accountability, effectiveness, and efficiency.

In the great majority of conceivable circumstances, there is no good 
alternative to a national military for pursuing the defense function. The 
exceptions to this rule are illustrative. The majority of countries without 
militaries are microstates or island nations whose defense requirements are 
guaranteed by neighbors, by security partners, or by the “global public 
goods” provided by multilateral institutions and international policing of 
the high seas. Even then, many countries that nominally have no military 
still field heavily armed police or paramilitary units that report to intelli-
gence agencies or the ministry of interior. In other words, the necessity of 
the defense function still prevails, but it is fulfilled by foreign militaries or 
by domestic nonmilitary statutory forces.



 Public Expenditure Reviews in the Defense Sector   167

Countries host to weak, unaccountable, or inefficient militaries are 
unfortunately much more common than those entirely without them. These 
inadequate militaries are either unable or unwilling to provide fair, equita-
ble, and effective defense services, which can result in a security vacuum. In 
these situations, local populations will likely seek to promote citizen secu-
rity through alternative institutions, including nonstatutory security forces 
(sectarian militias, for example) or local statutory forces (police). Both 
alternatives provide a poor substitute for a national military, especially 
when sectarian divisions are severe or violence is prevalent. Nonstatutory 
forces are inherently less accountable to national interests. Frequently they 

Table 3.10 Generic Defense Sector Security Architecture

Function Institution Typical tasks

Management 
and oversight

Chief executive Commander in chief of the military; principle decider of 
political objectives for the security sector

Defense council Integrates and coordinates security sector policies

Legislature Provides authorization, funding, and oversight; may pro-
vide policy guidance

Ministry of defense Provides policy guidance and support functions for mili-
tary services

Ministry of finance Allocates funding across sectors, pays bills, and provides 
financial oversight

Service 
delivery

Army, navy, air force Organizes, trains, and supplies military forces; employs 
military forces in offensive and defensive operations; 
defines and costs military requirements

Coast guard Organizes, trains, and supplies coast guard elements; 
provides emergency response and regulatory services

Paramilitary police 
forces

Work with local security services (police) to employ mili-
tary tactics and capacity for public security 

Border control Provides border security and border control services

Presidential guards Protect executives

Defense intelligence Provides strategic intelligence related to other countries’ 
military capacity and operational intelligence related to 
adversary’s force status, location, and condition

National intelligence Provides strategic intelligence to inform defense policy

Nonstatutory 
service 
delivery

Guerillas Advance sectarian, national, revolutionary, or insurrec-
tionary interests through the threat or use of force; orga-
nized and equipped along military lines

Armed wings of 
political parties

Advance political interests through threat or use of force; 
informally organized

Ethnic and religious 
militias

Provide local population security and advance sectar-
ian interests through threat or use of force; informally 
organized

Private security 
companies

Hired to provide security services in support of statutory 
security forces or other institutions



168   Securing Development

prey on, rather than protect, the local populations from which they emerge. 
At worst, police forces might be no better than the militaries they are sup-
planting. But assuming they are representative of and accountable to their 
communities, the police function still requires substantially different skills, 
capacity, and reporting practices than does the defense function. Police tac-
tics might be appropriate for some dimensions of defense, including the 
investigatory elements of counterterrorism or cybersecurity, but they would 
be inappropriate for others, including deterrence and defense against oppos-
ing national militaries. Moreover, mixing the police and military functions 
threatens the important divide between civil and military spheres.

The Defense Function: Policy, Strategy, and Operations

The defense function can be analyzed in a hierarchy comprising three 
tiers: (i) defense policy, (ii) military strategy, and (iii) military operations. 
This generally accepted scheme encapsulates the functionally specific 
defense sector activities and provides a rough guide for institutional map-
ping. At the top of this hierarchy, at the level of defense policy, civilian 
and military officials decide broad national objectives that bear on 
defense, foreign affairs, public security, trade, and other national con-
cerns. Consequently, there are potentially significant trade-offs between 
the various functions and institutions of government, and it is here that a 
broad security sector approach is most relevant and helpful. At the bot-
tom of this hierarchy, the functional range is much narrower. Military 
institutions are predominant, tasks are highly specialized, and there are 
few trade-offs with other functions and institutions of government. That 
is not to say that other functions do not affect the military sector’s activi-
ties at the operational and tactical levels. Instead, it means that other 
functions are exogenous to operational and tactical choices.

Defense planning, programming, and budgeting constitute the process 
by which the defense function is made manifest in government institu-
tions and services. This process aligns defense policy objectives with spe-
cific military programs designed to meet them, and allocates public 
resources to their support. Policy direction and budget guidelines flow 
from the top of the hierarchy down. Assessments of military requirements 
flow from the bottom up. Programs and budgets result from a negotiation 
between these inputs. This process is at the heart of defense sector PFM 
and is discussed in greater depth in the “Budget Formulation Cycle” sec-
tion in this chapter.

Defense Policy
Defense policy defines a country’s security challenges and identifies the 
ways in which that country will address them.17 It is the central mechanism 
through which security concerns across government are integrated, interests 
rationalized, rivalries resolved, and common policy objectives developed 
and disseminated. A “successful” defense policy is (i) coherent in reflecting 
all valid concerns and providing for a common response, (ii) adequate in 
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addressing each security challenge according to its likelihood and expected 
impact, and (iii) accomplishable with the country’s unique set of capacities 
and constraints. South Africa offers a good example of how defense policy 
can be integral to generic political reform (see box 3.3).

Under ideal circumstances, defense policy

• Is established through a formal, regular process that incorporates all 
legitimate concerns and relevant information from across 
government

• Is realistic in its assumptions and analysis
• Incorporates trends-based analysis of the current and future strategic 

context, including risk-weighted analysis of potential shocks
• Identifies the defense implications of trends and potential shocks, 

including their budgetary impact
• Is disseminated in a comprehensive public document that informs 

national institutions, allies, and adversaries alike of the country’s 
threat perceptions and planned response.

Countries face diverse threats and exhibit a range of capabilities. The 
focus, scope, and content of defense policies are therefore unique for each 
country. In fragile states, for example, domestic insecurity could pose a 
greater or more immediate threat to the sovereignty of the state and the 
welfare of the population than do external threats. In these cases, heavily 
armed constabulary forces—provided with military training and exercising 
military tactics—might work with police in providing local security. Thus 
the dividing line between internal and external security duties might be arti-
ficial, and a broad security sector approach would be more appropriate 
than one focusing narrowly on defense. An example taken from Liberia is 
provided in box 3.4.

Box 3.3 South Africa—The Defense White Paper

After the fall of the apartheid regime and the election of the Mandela govern-

ment in 1994, many questions were asked about the function and role of the 

South African National Defense Forces. In 1996, with a view toward significant 

defense reform, the Ministry of Defense prepared a white paper designed to 

articulate a defense policy appropriate for the new regime. This underwent sig-

nificant public consultation and parliamentary consideration. In preparing the 

final defense review in response to the white paper, the government had to 

“ensure that the document was technically sound from a military perspective, 

conformed to constitutional principles, captured the values and priorities of the 

new government, honored the government’s commitment to national reconcili-

ation, and enjoyed the support of senior officers, the majority of whom were 

apartheid-era officials” (97). This was a time-consuming and expensive exer-

cise, but one that was acclaimed for navigating a break with South Africa’s past.

Source: Nathan 2007.
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Another challenge for defense policy is that it is usually based on imper-
fectly framed perceptions of risk, not on clearly defined and measurable risk 
factors. Strategic thinking in the military sector is suffused with contingency 
planning and risk management. Planners assume that adversaries are trying 
to deceive them, that war is chaotic and impossible to control, and that 
policies will be difficult to implement even in the best of circumstances. 

Box 3.4 Liberia—National Security Strategy Focused on Internal Threats

According to the security sector Public Expenditure Review (PER) carried out by the World Bank and 

the United Nations during Liberia’s security transition, the country had been generally stable since the 

deployment of the United Nations Mission in Liberia (UNMIL) in 2003, but peace remained fragile in 

2012. Many of the remaining security threats were internal, including the tendency of minor incidents 

to escalate into large-scale violent confrontations beyond the response capability of the national 

police. High crime, an inadequate justice system, youth alienation, and land disputes remained seri-

ous conflict triggers. Moreover, structural conditions—including economic inequality, corruption, 

political exclusion, human rights violations, ineffective accountability mechanisms, and weak state 

institutions—heightened the risk that conflicts would escalate.

All of Liberia’s neighboring countries were undergoing some form of internal transition. Liberia 

remained vulnerable to disruption by regional political tensions or insecurity due to highly porous 

borders. Networks persisted for the illegal exploitation of natural resources and transnational crime, 

including the trafficking of drugs and other goods. Finally, the influx of refugees following the con-

tested 2010 elections in Côte d’Ivoire strained the state, and sizable refugee populations remained in 

volatile border areas.

Liberia’s 2008 National Security Strategy orients the country’s security sector. It defines national 

security in a holistic manner, incorporating issues ranging from democracy and rule of law to recon-

ciliation and the professionalism of security actors. The strategy identifies numerous internal threats, 

including poor rule of law and poverty; the large numbers of deactivated ex-servicemen (17,000) and 

ex-combatants (103,019 demobilized and an estimated 9,000 who did not benefit from reintegration 

programs); illegally held arms; land and property disputes; and ethnic tensions. The strategy’s objec-

tives include consolidating peace; developing a coordinated national security system; avoiding dupli-

cation of roles; recruiting staff in a transparent manner; conducting gender-responsive reform 

initiatives; establishing county and district security councils; creating democratic civilian oversight 

mechanisms; safeguarding the integrity, sovereignty, and political independence of Liberia; participat-

ing in regional security forces; establishing economic security and reducing poverty; and managing 

the environment and resources.

Although the National Security Strategy and sector-specific reform strategies are well designed, 

reform of Liberia’s security sector is undermined by deficiencies in coordination, oversight, and finan-

cial sustainability. While the national security strategy emphasizes the need for accountable and dem-

ocratic security architecture, reform of the sector has so far focused on developing the operational 

effectiveness of the security institutions. Mechanisms for accountability and coordination remain 

weak, and civilian oversight of the security sector is ineffective. Moreover, the PER noted that given 

the prevalence of internal security threats and the military’s external security remit, reforming the 

Liberia National Police and the border police was more critical than reforming the Armed Forces of 

Liberia in the short run.

Source: World Bank and United Nations 2012.
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The challenge, in the view of some commentators, is that there is no way to 
identify the correct level of defense expenditure, or exactly which forces 
should be acquired and when.18

Even technically proficient and well-resourced defense sectors struggle 
to correctly assess risks and capacities and to survey, let alone reach 
agreement between, the many relevant national interests and perspectives. 
Success requires political will, a high degree of institutional capacity, rou-
tine and effective coordination, and reliable feedback mechanisms. For 
example, the United States completed its first “Bottom-Up Review” as 
recently as the end of the Cold War, and it became a regular endeavor 
only after the U.S. Congress passed a law mandating institutional reforms 
to make it possible. 

Understanding a country’s formal or de facto defense policy is critically 
important to a defense sector PER because it drives the major decisions on 
force structure, capital investment, and procurement. Consequently, the 
PER team should seek to understand country perceptions of the most imme-
diate and important security threats and trends; identify defense policy 
objectives and security sector policies established to meet them; and assess 
the current and budgetary implications of those policies. Understanding a 
country’s defense policy will also help the PER team situate the military in 
the broader security and justice sector, alongside police and criminal justice 
institutions.

Even when there is no formal defense policy, a country faces security 
challenges, is subject to binding capacities and constraints, and makes 
policy decisions to reach certain objectives. The outcome might not be 
coherent, adequate, or accomplishable, but the amalgamation of these 
activities still comprises a de facto defense policy. Where the defense pol-
icy is de facto rather than formal, the PER team can employ several meth-
ods to identify the essential purpose and objectives of the country’s 
military forces:

• Analyze the security and military context in the region, including the 
defense policy and military strategy of neighbors, to acquire some 
sense of the country’s security challenges and how they are addressed 
in the regional setting

• Survey existing military force structures, which will indicate the 
relative strength and influence of the army, navy, air force, and 
other units

• Review current and recent military operations, including what units 
of the military structure are involved and what programs are imple-
mented, which will indicate the country’s de facto military strategy

• Analyze the current and recent military budgets and expenditure rates 
to identify relative resource requirements and efficiency

• Meet with foreign security officials involved with the country’s mili-
tary sector who may have insight into the likely military strategy or 
policy.
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The PER team should exercise caution when trying to identify the 
de facto defense policy. An informal policy will probably not fully reflect 
current or future security needs, nor is it likely to be realistic in fiscal 
terms. The de facto defense policy should therefore serve as only a rough 
guide or reference point when assessing resource allocations for defense 
provision. In the medium to long term, low- and middle-income countries, 
as well as those in transition from conflict, must ensure that defense policy 
is not merely a replication of past practices, but is conditioned on antici-
pated security challenges and is affordable given the country’s fiscal 
constraints.

Military Strategy
Different from defense policy, military strategy details the security chal-
lenges that drive (i) the capabilities the military requires; (ii) the current and 
future commitments of these capabilities; and (iii) the personnel, capital 
investment, and operating costs of the military institutions. By interpreting 
defense policy objectives in military terms, strategy also provides focus for 
operational planning and employment of military forces. Military strategy 
should be stable from year to year to accommodate the long lead times 
necessary for force development and weapons procurement and to provide 
sufficient guidance for military officers in conducting operations. However, 
it must also be flexible enough to accommodate evolving threats, advances 
in technology, and other factors.

Military strategy is developed in response to a “threat assessment,” 
which determines the defense capabilities required to meet security threats 
and hence is the main driver of defense costs. Defense capabilities incor-
porate all aspects of quantity and quality in the military sector: military 
units; weapons, transport, and real estate; equipment and defense maté-
riel; unit readiness levels; and other factors. Defense capabilities are thus 
the instruments with which the military executes its strategy to fulfill 
defense policy objectives. These capabilities should be defined and costed 
in the defense plan, which is negotiated between political leaders, defense 
planners, and financial officials. The PER team cannot advise the govern-
ment on military strategy, but it must be capable of assessing the appro-
priateness of resource allocations given the existing military strategy and 
probable medium-term adjustments. For this reason it must have access 
to the defense plan (and basic information about the plan), and it must 
understand the defense planning, programming, and budgeting process. 
Allocative efficiency suffers when there is an undefined military strategy, 
or when resource allocations are divorced from strategic planning. This 
problem is illustrated in box 3.5, which describes the World Bank’s PER 
of Niger’s security sector.

Military Operations
An operation is a military action to implement the overarching military 
strategy or to fulfill some other military function (such as a mainte-
nance, training, or administrative task). It comprises a series or 



 Public Expenditure Reviews in the Defense Sector   173

collection of tactical actions that share a common, unifying theme. In 
a literal sense, an operation is a time- and area-bound application of 
military means to achieve strategic ends. In contrast to defense policy 
objectives and military strategy, which are always in place to guide and 
shape military activities, an operation is a discrete event. As such, the 
decision to conduct an operation is contingent on exogenous factors as 
well as on existing policy objectives and military capabilities. A series 
(or collection) of major operations to achieve a particular political goal 
is referred to as a campaign. The details of campaign plans are likely 
secret, but they must be costed to sustain combat operations over the 
medium run.

Overall, operations are inherently unpredictable, difficult to execute suc-
cessfully, and uncertain in their consequences. The prevalence of threats as 
defined in the country’s defense policy and defense strategy can suggest an 
operation’s requirements and tempo, but by definition operations are not 
regular, recurrent activities amenable to standard budgetary principles. 

Box 3.5 Niger—Security Strategy and Funding Mismatch

The World Bank’s security sector Public Expenditure Review (PER) in Niger identified multiple domestic 

and external security challenges. The post-electoral crisis in Côte d’Ivoire in 2010, the war in Libya in 2011, 

the coup d’etat and rebellion in Mali in 2012–2013, deteriorating security in Algeria in 2013, and ongoing 

political-religious tensions in northern Nigeria have combined to make the Sahara-Sahel region turbu-

lent and conflict prone. Niger’s domestic risk factors include an immense territory with uneven distribu-

tion of population, endemic poverty, a high degree of political instability, and occasionally violent 

conflicts between the northern and southern areas of the country. In recent years, these risks have been 

manifested in increased terrorist threats, kidnappings, and trafficking in drugs and other contraband.

In response, the Nigerien government increased security spending significantly, incorporated 

security in its planning processes, and introduced new border control measures. As a share of public 

spending, security spending increased from 13.8 percent in 2010 to 16.1 percent in 2012. This increase 

is generally consonant with other countries in the region. The composition of the security budget has 

changed to favor capital expenditure, which became the largest component in 2012, at 55 percent of 

the total. Personnel expenditure continued to comprise a large portion of the budget that same year, 

while funding for operations was reduced. However, the PER found the accuracy of Niger’s security 

budgets to be precarious. Numerous supplementary budget laws since 2009 revealed a lack of spend-

ing predictability, although this is justified by the deteriorating security situation.

Overall, the PER determined that Niger lacked a genuine sectoral strategy that sets clear priorities. 

The multiyear security sector estimates were not realistic or achievable over indicated periods: “All 

things being equal, and without taking personnel expenditures into account, it would have taken over 

30 years to respond to the needs that were deemed priority needs.” (179) Among the particular 

shortcomings of the multiyear sectoral estimates were the failure to include appropriations to com-

pensate increased staffing levels; the absence of a detailed, transparent breakdown of security sector 

spending; the multiplicity of objectives and lack of forecasting of total costs; and a disconnect between 

the armed forces’ estimates of their requirements and the formalized sector strategy.

Source: World Bank 2013b.



174   Securing Development

Contingency funds, supplementary budgets, and “deployable” financial 
management systems—with their added complexity and risks—are com-
monly employed to fund operations. Uncertainty, error, miscommunica-
tion, and strategic resistance by an adversary can nullify operational 
assumptions, including those related to financial costs. Moreover, opera-
tions can have serious unintended consequences. Countries can win a war, 
but so-called Pyrrhic victories can prove strategically or financially ruinous. 
Finally, because operations are the context in which military activities are 
most visible to the civilian population, the military’s good conduct in carry-
ing out operations is crucial to maintaining public trust.19 Although diffi-
cult to ensure, efficiency and accountability are of paramount importance 
during operations.

In conducting the PER, it might be useful to distinguish between three 
types of operations: (i) defense commitments, (ii) contingency operations, 
and (iii) crisis operations. These range from the most predictable to the least 
predictable: the PER team should incorporate resource allocations for 
defense commitments into the PER, make allowances for probable contin-
gency operations, and be aware that crisis operations could require special 
budgetary exceptions.

Defense commitments are short- to medium-term operational outputs that 
the military definitely intends to implement. They are determined through a 
military operational assessment based primarily on the country’s defense and 
foreign policy objectives, as conditioned by intelligence forecasts of the inter-
nal and external security environment. Resource allocations for known 
 commitments should include all employment costs, including increased 
maintenance, fuel, ammunition, rations, and operational allowances.20

Contingency operations are those that arise given a certain set of condi-
tions and interests. Contingency plans are operational options that could 
be implemented in the event of a crisis if implementation is in the national 
interest. Accordingly, contingency planning seeks to identify operational 
requirements ahead of time to determine how the military will respond 
and to prepare that response. Contingency plans are primarily intelligence 
driven, although broad defense policy objectives are used to define plan-
ning parameters. Given their conditional nature, determining resource 
requirements for contingency operations is more difficult than for defense 
commitments. If probabilities are applied, a certain level of resources for 
contingency operations can be built into the defense budget. Militaries 
almost always reserve uncommitted military capacity for this type of 
operation, and use contingency funds or supplementary budgets to fund 
incidental expenses.

Crisis operations are quickly planned and implemented military out-
puts that respond to emerging issues. They are determined and directed by 
the political leadership, and the lead-up time could range from a year to a 
matter of hours. By definition, it is difficult or impossible to sufficiently 
program and budget for crisis operations, and the military must rely on 
contingency and supplemental budgets to cover expenses.
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Finally, peacekeeping operations (PKOs) represent a special type of 
military operation, with special PFM concerns. PKOs differ from normal 
military operations in that they require the consent of the conflicting par-
ties, they are politically impartial, and they use force only in self-defense 
or defense of the mandate. Still, PKOs are staffed by military personnel 
and rely on the threat of force to compel parties to support the mandate 
and to engage in nonviolent political dialogue. Member countries per-
form the force provision function and are compensated by the interna-
tional community for the troops they provide. The great majority of 
troops participating in PKOs are provided by countries with relatively 
poor PFM practices at home, which increases the risk of corruption in the 
field. In countries where a PKO is in place, the PER team should be mind-
ful of how the operation’s presence distorts or undermines domestic PFM 
practices. It should also be mindful that payments for the provision of 
peacekeeping forces go directly to contributing governments. Although 
these payments should be counted as general government revenue and 
used to support the cost of force provision, payments have in some cases 
been captured by corrupt central government officials or senior military 
officers. If the country of interest is contributing troops to a PKO, the 
PER team should note the disposition and use of compensation payments. 
Often these compensation payments are well above standard for troop-
contributing countries, as indicated by the Burundi case study (box 3.6).

Institutional Mapping

At a minimum, fulfilling the defense function means having sufficient 
capacity to deter enemy attack and maintain citizen security or, if at 
war, effectively employ forces to defend citizens and reach strategic deci-
sions. Establishing, maintaining, and employing military capacity involves 

Box 3.6 Burundi—Reasons to Contribute to Peacekeeping Operations

According to the World Bank’s 2012 Public Expenditure Review for Burundi, the country has sent troops 

to support UN or African Union peacekeeping operations (PKOs) in the Central African Republic, Chad, 

Somalia, and Sudan, and has contributed police to PKOs in the Central African Republic, Chad, Côte 

d’Ivoire, Haiti, and Sudan, despite itself hosting a UN peacekeeping mission as recently as 2007 and 

suffering endemic poverty. Burundi contributes to these missions for several reasons: PKOs provide a 

significant source of revenue for the government and reduce the cost of the wage bill; they reduce the 

number of soldiers operating inside the country and thereby relieve internal tensions; they provide 

training and capacity building for the troops abroad; and they are an important source of income for 

the troops themselves, because wages are significantly higher for PKOs than for nationally based 

troops. More specifically: Burundi earns approximately $20 million per year for its support of PKOs; the 

United States provides training to Burundi military personnel engaged in PKOs, as well as those 

nationally based; and the government collects $100 in taxes from the $750 per month that the African 

Union pays to each Burundi peacekeeper.

Source: World Bank 2012.
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substantial institutional requirements, including extensive and potentially 
expensive systems of policy making and strategy; administration; recruit-
ment and training; intelligence; procurement, logistics, and maintenance; 
and learning and doctrine. Institutional patterns vary considerably from 
country to country, reflecting the nature and scope of security threats; 
financial, personnel, and defense matériel constraints; and tradition.

There are three ways to divide tasks among civilian and military 
members of the defense establishment: (i) parallel structures, (ii) parallel 
hierarchies, and (iii) integrated hierarchies.21 Under a parallel structure, 
civilian officials in the defense ministry are in charge of policy, strategy, 
and finance, and a separate national military headquarters handles military 
technicalities and operational command and control. Under a parallel 
hierarchy, distinct military and civilian structures exist within the ministry 
of defense, and a separate military headquarters is responsible only for 
policy implementation. Under an integrated hierarchy, the ministry of 
defense is functionally organized into offices staffed by a mix of civilian 
and military officials. In  each of these schemes, there is a relationship 
between institutions involved in defense policy making and administration 
at the top, military strategy and force provision in the middle, and opera-
tions and program implementation at the bottom. In most cases, the min-
istry of defense oversees all defense sector activities. A generic institutional 
framework is provided in figure 3.3.

The PER team should be careful to identify defense sector institutions as 
they exist formally and in practice. To that end, the PER team should be 
mindful that a military’s function can be more broadly (or narrowly) 
defined, and that how it is defined affects the institutional composition of 
the country’s military sector. Moreover, in countries where there is an 
active peacekeeping mission, external actors might constitute a significant 
part of the overall security sector.

Defense Policy Institutions
Defense policy is determined at the nexus of civilian and military leader-
ship. Under the direction of the chief executive (head of state or head of 
government), the defense council or its equivalent works with policy units 
from the ministry of defense and military services to assess the country’s 
strategic situation, identify threats and challenges, and determine what 
national capacities can and should be used to address them. These delib-
erations are informed by defense and national intelligence, open-source 
information on economic and security trends, and requirements defined 
at lower echelons of the military hierarchy or by specialized commands 
(such as training and doctrine, logistics, or finance) with unique insight 
into their fields.

The chief executive establishes or oversees the development of defense 
policy. In most cases, the chief executive is the only individual in govern-
ment with authority over the full range of security and financial matters. 
Under ideal circumstances, the chief executive can balance perspectives 
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and generate or facilitate defense policy objectives that are responsive to all 
valid concerns and that are widely viewed as legitimate and accomplish-
able. In fulfilling his or her policy responsibilities, the chief executive is 
assisted on defense issues primarily by the defense council and secondarily 
by civilian officials from the ministry of defense and military officials from 

Source: World Bank staff analysis.
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the joint staff or equivalent. In addition, the chief executive may receive 
independent intelligence and analysis from national intelligence services. 
He or she will also oversee the activities of the ministry of finance or trea-
sury and might receive independent economic advice from a council of 
economic advisers.

The commander in chief of the armed forces exercises supreme opera-
tional command of the country’s military forces. Often, this authority is 
exercised directly by the chief executive, and in democratic countries, civil-
ian control of operations is the most direct mechanism for promoting mili-
tary accountability. In other contexts, commander-in-chief authority might 
reside with the minister of defense, cabinet of ministers, or military officer 
subordinate to the chief executive. In military dictatorships, the com-
mander in chief is a military officer who also controls the other functions 
of government.

The role of the defense council (or national security council) is to inte-
grate and coordinate all elements of defense policy. The defense council 
typically comprises the chief executive’s security advisers, members of the 
cabinet in charge of security-related ministries and agencies (including for-
eign affairs, defense, interior, and the like), representatives from the military 
services and intelligence agencies, and the minister of finance. The defense 
council may be executive in nature—that is, with the authority to allocate 
security budgets and task security sector officials—or it may be merely advi-
sory, serving as a coordinator or clearinghouse of policies formulated and 
implemented elsewhere. In either case, the defense council is typically the 
forum with the broadest representation of security sector interests within 
government. It therefore facilitates information sharing and can help reduce 
confusion and rivalry among security sector institutions. It is also the best 
place to decide resource allocation trade-offs between security sector func-
tions and institutions.

Not all countries have a defense council. Where they are absent, the 
council of ministers, council of state, military council, or an ad hoc or infor-
mal body of government and military personnel might serve the same pur-
pose and integrate security sector interests, mitigate rivalries, and establish 
priorities. The task for the PER team is first to determine what body per-
forms such tasks in a given country; then to survey its authority, policy-
making process, and feedback mechanisms; and finally to use the insights 
gleaned to inform the analysis of the country’s institutional framework and 
resource allocation practices.

Legislatures commonly perform a number of key tasks related to the 
authorization, funding, and oversight of the military sector, which are espe-
cially relevant and influential at the level of defense policy:

• Legislatures authorize military sector activities by establishing the 
legal basis on which the armed forces, intelligence services, border 
guards, and police operate. Constitutional law likely provides the 
foundation for civil-military relations and the existence and operation 
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of military institutions, but the particular size, shape, and character of 
a country’s military sector is typically defined by statutory law.

• Legislatures authorize much of the PFM framework, including the 
budget process, through legislation that elaborates and clarifies con-
stitutional and common law. Effective PFM law will provide a com-
prehensive legal framework that specifies a balanced division of 
responsibilities among the main actors in the budget process—includ-
ing the legislature itself.

• Legislatures appropriate funds for military operations, scrutinize 
agency budgets and procurement decisions, and review how appro-
priated money was spent. Best-practice standards stipulate that bud-
get review and appropriations should be regular, recurrent, and 
predictable, with no intra-year (or intra-period) changes unless a 
major contingency—like war—arises. To meet these standards, bud-
gets submitted to the legislature must be legitimate and realistic, and 
there must be sufficient revenue to cover necessary and approved 
activities.

• Legislatures provide oversight in two ways: by examining processes 
and outcomes, and by holding civilian officials and senior military 
officers accountable for how approved policies are implemented. 
Legislatures exercise oversight by holding hearings or inquiries where 
military officials testify; by investigating allegations of policy failure, 
abuses by the defense and security sector, and financial malfeasance; 
by requesting documents from the executive; and by directing or 
requesting audits of military institutions. The legislature’s oversight 
authority ensures defense sector accountability to the public interest 
and promotes efficiency.

• Strong legislatures might also provide policy guidance on the use of 
force and deployment of troops, as well as on international commit-
ments and treaties. This function creates an obvious tension between the 
legislative and executive branches that has historically proved difficult 
to maintain in wartime. In more benign threat environments, however, 
it can provide a useful and beneficial check on executive power.

• Finally, legislatures can be reservoirs of useful knowledge, especially 
if specialized defense and finance committees are in place. Long-
serving legislators who work on defense sector issues can draw on a 
wider and longer scope of experience than can many military officers 
themselves, especially with regard to civil-military relations and the 
military sector’s contribution to public service provision. In develop-
ing countries, on the other hand, there might be a gap in legislative 
knowledge and expertise, particularly on military and security issues.

The ministry of defense is a cabinet-level agency that is responsible for 
matters of defense, including formulating defense policy and regulating the 
military services. It is typically headed by a politically appointed civilian 
defense minister, who also serves as a close adviser to the chief executive on 
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matters of defense. In parliamentary systems, a permanent secretary (or 
director general) might serve as the defense minister’s deputy. In functional 
terms, defense ministries bridge the gap between defense policy and military 
strategy. Along with the national military headquarters, they seek to trans-
late defense policy objectives into actionable military strategy. This entails 
interpreting broadly defined goals with detailed planning and budgeting. In 
organizational terms, defense ministries bridge the gap between civilian and 
military spheres. They are usually staffed by civilian and military officials 
who collaborate to direct and enable military functions. A well-functioning 
defense ministry clearly defines organizational roles and functions; mini-
mizes overlap, duplication, and rivalry; and facilitates unity of purpose and 
unity of effort.

The minister of defense heads the defense ministry, serves on the defense 
council (if it exists), and influences national policy as an important member 
of the executive cabinet. Thus the minister of defense is usually the second-
most powerful individual in the military sector after the chief executive, and 
could serve as commander in chief. The defense minister’s diverse responsi-
bilities include handling the defense budget; dealing with Parliament, the 
media, and the public; negotiating with other government agencies; and 
heading defense relations with other countries.

The permanent secretary (if such a position exists) serves as the head 
of the professional ministry staff. Like the defense minister, the perma-
nent secretary is typically a civilian. However, the permanent secretary is 
not politically appointed; rather, the position is filled by a senior member 
of the civil service and does not automatically rotate with a change in 
administration. The permanent secretary serves as the ministry’s chief 
accounting officer and answers to the Parliament on the ministry’s budget 
and expenditures. In cases where there is adequate democratic oversight, 
this might entail frequent reports and testimony before the legislature’s 
defense committee. The permanent secretary is also responsible for the 
day-to-day operations of the ministry, including issues like human 
resources, payroll, and asset management. In cases where there is no per-
manent secretary, administrative and policy activities at the ministry of 
defense might be overseen by military or civilian officials who answer to 
the minister of defense.

Defense ministries are typically organized along functional lines. 
Common schemes include dedicated offices for the following: policy and 
planning; defense intelligence; research and engineering; procurement and 
contract management; logistics; personnel, training, and readiness; security 
cooperation and international defense relations; financial management and 
accounting; internal audit and oversight; human resources; legal counsel; 
technology and physical security; and public relations. In addition, there are 
often dedicated offices within the defense ministry for the respective armed 
services, headed by civilian secretaries. Given the broad range of tasks and 
actors involved, designing and operating an effective defense ministry is 
difficult.
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From Policy to Strategy
Military forces (or armed services) are organized into distinct elements 
(army, navy, and air force, for example)—each with its own command 
structure, culture, and doctrine—or into a combined armed forces with a 
single command structure and integrated capabilities. Most military forces 
engaged in the defense function will likely be readily identifiable for the 
PER team, but the task becomes more difficult when the military sector 
assumes internal security responsibilities or other nondefense functions. 
The most common military forces are the army, navy, and air force. A 
country might also have military police, national police, coast guard, bor-
der guard, special forces, marines, air defense, paramilitary, strategic 
defense, joint support, or joint medical forces. In addition, there might be 
reserve or national guard forces that can be called upon during war to sup-
port the main military forces. Outside of the defense function, military 
forces might be used for disaster response, engineering, construction, or any 
of the other activities listed in table 3.9.

Military forces are led by senior military officers, known as service chiefs 
or chiefs of staff, who are the program managers for the force provision 
element of the defense function. These officers are responsible for establish-
ing, developing, and maintaining combat-ready forces as stipulated by the 
national military strategy. These force provision requirements exist whether 
or not military forces are operationally employed. When employed, mili-
tary forces are usually under a different command structure. Thus there is a 
critical difference between the “institutional” military forces under the 
command of the service chiefs, which are focused on force provision, and 
the “operational” military force, under the command of combatant or 
joint-force commanders, which is focused on force employment. Force pro-
vision subprograms are headed by subordinate general officers. In the army, 
for example, the army chief of staff might oversee separate commands for 
infantry, armor, special forces, civil affairs, and other technical specialties.

In contrast to civilian organizations, militaries are organized hierarchi-
cally, in a system of formalized ranks. This provides clear lines of account-
ability for policy implementation. However, formal ranks can encourage 
insularity and make whistle-blowing difficult. Adequate protections 
should be provided to military personnel who report corrupt practice. 
Otherwise, it will be difficult to enforce PFM principles. The system of 
formalized ranks also influences how internal control for PFM is struc-
tured in military institutions. Best practice stipulates that the command 
hierarchy should be distinct from the payments hierarchy, so that pay-
ments can be reviewed and commanders prevented from abusing their 
power for financial gain.

The composition of a country’s military (including whether it is orga-
nized into distinct elements) is largely determined by its defense policy 
objectives and the military strategy devised to meet them. In general, the 
structure of military forces reflects country-specific security challenges. 
For example, light infantry counterinsurgency forces are appropriate for 
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Afghanistan’s current security challenges, but a coast guard would be use-
less. Similarly, large nuclear powers might have a distinct strategic com-
mand, but countries without nuclear weapons or a deterrence policy 
would not need such an organization, and one would not exist. Military 
forces in many fragile countries, including most African countries, largely 
consist of light infantry. The specific ways in which defense policy objec-
tives are met—force design, structure, and readiness requirements—are 
negotiated between the service chiefs, the defense ministry, and the chief 
executive. Stability is important, and these requirements cannot change 
radically with each new budget given the huge scale and long time hori-
zons of military personnel and equipment investments. As part of the 
national military strategy, however, military requirements are subject to 
revision over the medium run based on evolving security threats and bud-
get constraints.

Military systems also broadly reflect the political orientation of the 
national government, the institutions of contemporary allies, and the influ-
ence of former colonizers. For example, the influence of French and British 
military institutions can be seen respectively in Francophone and 
Anglophone countries in Africa. Military assistance missions and military 
equipment imports also exert an influence. Thus military institutions in 
Afghanistan and Iraq today are much more similar to the U.S. system than 
they are to their Soviet-style predecessors.

Finally, a country’s military institutions directly reflect country capacity. 
Smaller countries, or countries with smaller military budgets, might have a 
combined armed forces with a single command structure that integrates 
land, sea, air, and other elements simply because it is cheaper and there are 
no efficiency gains to specialization at that scale. Country capacity also 
affects how military personnel are recruited. Countries that are less resource 
constrained—with larger military-age populations and military budgets, or 
with less-expansive defense policy objectives—typically have professional 
militaries, in which service is voluntary. In contrast, countries that are more 
resource constrained often have conscription militaries, in which service is 
compulsory. Conscription militaries are usually less expensive on a per-unit 
basis, because personnel can be compensated at less than the market rate. 
On the other hand, they are often of poorer quality because recruiters can-
not be as selective and because compulsory service erodes purpose-driven 
esprit de corps. Conscription also raises the risk of corruption; individuals 
might pay bribes to avoid service, or commanders might use conscripts for 
private ends, including protection services for private corporations or labor 
in commercial enterprises.

From Strategy to Operations
The senior military officer in the operational chain of command, known as 
the chairman of the joint chiefs of staff, heads the national military head-
quarters and serves as the program manager for defense employment. Like 
the defense ministry, the joint staff is typically organized along functional 
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lines, with offices for policy and planning, intelligence, foreign relations, 
financial management, strategic communication, and internal auditing and 
inspection. Depending on economies of scale and efficiencies of centraliza-
tion, the joint staff might administer services to support service chiefs, 
including personnel management, logistics, acquisition and procurement, 
or health services. As the title implies, the chairman of the joint chiefs chairs 
a committee composed of the chief officers of the various armed services. 
The chairman also serves as an important adviser to the chief executive on 
military matters.

The military’s operational commands are responsible for implementing 
policy; they command combat, combat-support, and service-support forces 
to achieve a policy objective. In modern militaries, forces from the various 
military branches are employed in “joint” operational task forces. Thus 
complementary elements from the army, navy, air force, etc., are combined 
under a single commander from one of those services. Table 3.11 lists typi-
cal operational military units, by size and level of command. At the lower 
end of the spectrum, units usually consist of single-service personnel who 
make tactical decisions, at most. At the higher end of the spectrum, vast 
numbers of military personnel can be employed across all of the military 
services. At this scale, operational (or strategic) decisions can have consider-
able budgetary impact.

The commander is the central figure in defining and directing military 
operations, and defense activities related to force employment are deter-
mined and managed largely by the joint operations division at defense 
headquarters. The resources allocated to these activities depend on the 
scale, duration, and intensity of operations. It is important for the PER 
team to note any interdepartmental transfers between operational com-
mands and the military services for the provision of forces, weapons, 

Table 3.11 Typical Operational Military Units

Unit Personnel (no.) Commander

Fire team 4 Noncommissioned officer/subofficer (corporal or sergeant)

Squad/section 8–13 Squad leader (noncommissioned officer/subofficer)

Platoon 26–64 Platoon leader/commander (typically a lieutenant, but a 
captain may serve for special forces)

Company 80–225 Captain or major

Battalion 300–1,300 Lieutenant colonel/colonel

Regiment/brigade 3,000–5,000 Lieutenant colonel/colonel/brigadier/brigadier general

Division 10,000–30,000 Major general, or two-star general

Corps 40,000–80,000 Lieutenant general, or three-star general

Army 100,000–200,000a General, army general, colonel general, or four-star general

Source: World Bank staff analysis.
a. In many countries the army may be much smaller.
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equipment, and other defense matériel used in the course of force employ-
ment, as discussed in the “Budget Execution” section of this chapter.

An overriding goal for contemporary militaries, particularly in opera-
tions, is to increase the “tooth-to-tail” ratio—the number of combat 
troops relative to troops conducting support operations. Consequently, 
many of the tasks that used to be “military”—including supply, logistics, 
and maintenance—are now contracted to the private sector. This approach 
could create corruption risks in operations if proper PFM controls are not 
in place.

Budgeting in Defense

This section applies the universal budgetary principles enumerated in chap-
ter 2 to the military sector’s budget formulation process. It discusses the 
composition and character of military budgets, with special attention to 
corruption risks and the challenges faced by fragile and conflict-affected 
states. It also outlines a standard annual budget cycle, highlighting the 
respective roles of the ministry of defense, ministry of finance, military ser-
vices, and the legislature.

The Basics

The national budget should comprehensively cover all military expendi-
tures, regardless of financing source, and categorize those expenditures in a 
way that is useful to policy makers and policy implementers. Below, budget 
composition and budget classification concepts are discussed in relation to 
the military sector. Following that, two common defense sector  challenges—
off-budget activities and secret budgets—are discussed.22

In general, the national budget must provide for the following defense 
sector activities, although the specific way in which they are classified 
will vary:

• Defense administration, which includes political direction, day-to-
day operations, policy development, departmental planning, strategic 
intelligence, defense foreign-relations, financial management, strate-
gic communication, and internal auditing and inspection

• Force provision, which includes recruiting, training, equipping, and 
maintaining combat forces, including service- or capability-specific 
activities (infantry, armor, artillery, anti-aircraft, engineering, special 
forces, fighter aircraft, air reconnaissance, helicopters, air transport, 
surface combat ships, maritime surveillance, etc.)

• Force support, which includes personnel management, facilities man-
agement, capital acquisition, procurement, logistics, and health 
services

• Force employment, which includes military operations (command 
and control, operational intelligence and counterintelligence, war 
gaming, and joint exercises).
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A central objective of a defense sector PER is to gain as complete an 
understanding as possible of the current level and structure of security 
expenditures, recent trends in expenditures, and likely future expenditure 
requirements based on current plans. Understanding a country’s budget 
composition and classification scheme is therefore crucial for accurately 
assessing its past, current, and future allocations to the defense function.

Budget Composition and Classification
Although budgets should cover all spending, irrespective of financing 
sources, in countries where foreign donors finance a large portion of gov-
ernment expenditures, a distinction can be made between the core budget 
and the external budget. The core budget is the product of the normal 
national budget process. As such, it covers government revenues and expen-
ditures, including those for the military sector. The external budget, if it 
exists, supports donor-directed projects and is likely wholly or substantially 
donor financed. Many countries receive some form of military assistance, 
and they often fail to report that assistance as revenue or record the projects 
it supports as expenditures. For the country to fully adhere to universal 
budgetary principles, external revenues and expenditures would have to be 
integrated into the national budget. Some countries distinguish between the 
operating (annual) budget under the domain of a ministry of finance, and a 
capital or investment budget, often under a separate planning ministry 
(which may include capital and recurrent spending deemed a development 
investment). In the latter cases, both parallel budgets are under national 
procedures, but may follow different calendars and processes, and often are 
poorly integrated. The PER team should identify all relevant planning and 
budgeting processes and spending that affect the defense sector.

In fragile states, the external budget could constitute the majority of the 
military sector’s overall budget. In these countries, existing security forces 
are usually too weak or too unaccountable to effectively provide security. 
Donor-directed projects will therefore likely focus on basic security force 
provision or on a more comprehensive SSR program. Basic security-force 
provision entails building, training, and equipping statutory security 
forces, often at a rudimentary level. SSR will couple security force provi-
sion projects with efforts to establish defense administration capabilities 
and accountability and efficiency mechanisms.

It is important for the PER team to remember that the external budget is 
not the product of the national budget process, and could therefore violate 
many of the core budgetary principles by its very nature. In addition to 
compromising comprehensiveness and predictability, a predominant exter-
nal budget also undermines (i) legitimacy, if domestic implementers are not 
involved in its formulation; (ii) contestability, in the likely event that the 
domestic government cannot reallocate external security funding to other 
budget priorities; (iii) transparency, especially if donors do not coordinate 
or do not publish budget details, or if they support secret activities; 
(iv) accountability to the domestic government and population, as spending 
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allocations are largely determined by donors, and donor-country personnel 
are often immune from domestic sanction; and (v) periodicity, by the tem-
porary status of external intervention.

Even so, external support to the military sector is often the only thing 
preventing a slide back into conflict. In countries that host a PKO or other-
wise receive significant external support to the security sector, the PER team 
should therefore concentrate on sustainability issues. This focus requires 
identifying what defense services are being provided, and how much they 
would cost if provided nationally. Often, national provision of defense ser-
vices is less costly because of lower relative wages and greater familiarity 
with the country’s security threats and political objectives. Moreover, the 
longer peace is sustained—and the more conflict can be channeled into non-
violent political discourse—the lower the “demand” for defense services. 
Domestic governance problems and sectarian rivalries, however, could 
introduce costs and constraints not binding on international forces. 
Eventually the country will have to provide defense services on its own, but 
in the immediate future international support mitigates costs. The external 
security umbrella should therefore be treated as a window of opportunity 
for reforms to be carried out. An example taken from Liberia is provided in 
box 3.7.

Box 3.7 Liberia—Cost of Transitioning and Maintaining Security

According to the security sector Public Expenditure Review carried out by the World Bank and the 

United Nations during Liberia’s security transition, the United Nations Mission in Liberia (UNMIL) 

contributed to Liberia’s security reform efforts, helped establish the conditions for peaceful demo-

cratic elections and the transfer of power in 2011, and contributed to economic growth by reestablish-

ing peace and security, thereby allowing development opportunities to emerge.

Total UNMIL spending steadily declined from $723 million in FY2004/2005 to $512 million in 

FY2010/2011. These funds covered expenses related to military contingents, international civilian sala-

ries, information technology and communications infrastructure, and air transportation; personal 

allowances not spent within Liberia; mission funds spent in country on imported goods and services; 

and spending on locally produced goods and services. At the beginning of the mission, it was esti-

mated that local spending did not exceed 10 percent of the total but still boosted local income— 

primarily in Monrovia—by almost 10 percent of GDP.

It is expected that the ongoing provision of security services will cost Liberia significantly less than 

the costs incurred by UNMIL because not all functions will need to be replaced. Among the costs that 

can be eliminated are salaries and costs for UNMIL civilian personnel and the costs associated with 

protecting UNMIL personnel and assets. Moreover, the costs of Liberian security personnel and recur-

rent items are substantially lower than those under UNMIL. The average salary of a Liberian police 

officer, for example, is approximately $150 per month—much lower than that of a UN police officer, 

which is based on international standards. The total projected cost of providing security services in 

2012–2019 is $712 million—less than the costs incurred by the UN in the first year of its mission. 

Of  this total, ongoing security services are estimated to cost $546 million over the seven years 

(Box continues on next page)
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Off-Budget Revenues and Expenditures
The military sector is especially prone to off-budget revenues and expendi-
tures, which by definition are not reported to central finance officials and 
not included in the national budget process. The most common techniques 
and mechanisms for keeping defense sector revenues and expenditures off 
budget are shown in table 3.12 and table 3.13, respectively. These tables 
are not exhaustive, and actual conditions vary on a case-by-case basis.

Off-budget activities are prevalent in the military sector for a number of 
reasons, ranging from the benign to the nefarious. Perhaps the most com-
mon reason is a desire for military secrecy, which was identified at the out-
set as one of the main challenges for defense sector PERs. Another 
motivation is a failure on the part of the national government to sufficiently 
support military requirements. Under these circumstances, the military 
could engage in commercial activities or natural resource extraction to raise 
funds to support its defense provision responsibilities. Similarly, national 
governments in fragile or conflict-prone states might simply lack the exper-
tise or capacity to introduce and adhere to PFM standards. Integrating a 
significant portion of off-budget defense sector revenues and expenditures 
into the national budget during the course of a defense sector PER would 

 projected, with the annual cost increasing at the average inflation rate of 4 percent per year through 

2019. The remainder comprises the transfer of security functions from UNMIL over the seven-year 

drawdown—including costs associated with the Liberia National Police and the Bureau of Immigration 

and Naturalization—and recurring costs for proposed regional hubs under the Justice and Security 

Joint Program (see table B3.7.1). In the final analysis, the PER found that there would be a fiscal gap 

of some $86 million over the 2012–2019 period.

Table B3.7.1 Liberia’s Projected On-Budget Costs for Security Services, 2012–2019
$ million

2012/ 
2013

2013/ 
2014

2014/ 
2015

2015/ 
2016

2016/ 
2017

2017/ 
2018

2018/ 
2019 Total

Ongoing security services 69 72 75 78 81 84 87 546

UNMIL 
transition 
costs

Liberia National 
Police

11 12 14 6 7 8 10 68

Bureau of 
Immigration and 
Naturalization

4 3 4 3 4 4 5 27

Regional hubs 1 1 2 2 2 2 2 10

Other transition 
costs

23 8 7 4 5 6 6 61

Subtotal 39 24 27 15 18 20 23 166

Total 108 96 102 93 99 104 110 712

Source: World Bank and United Nations 2012.
Note: UNMIL = United Nations Mission in Liberia.

Box 3.7 Liberia—Cost of Transitioning and Maintaining Security (continued)
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Table 3.12 Off-Budget Defense Sector Revenues

Type Description

State- or 
 military-owned 
businesses

The government, dominant political party, or the military itself may own busi-
nesses and use their profits to support defense sector activities. Alternatively, 
these businesses might be decapitalized to release funds for the military and 
later recapitalized at public expense.

Donor assistance 
for  procurement, 
training, or 
demobilization

Most developed countries provide some form of military assistance to allied 
and friendly countries. Types of support include training and equipping to 
enhance military capacity for internal and external security missions; train-
ing in human rights and civil-military relations to improve accountability; 
cash transfers to procure weapons; and payments to support disarmament, 
demobilization, and reintegration (DDR). When the recipient country lacks 
funds or institutional capacity (as in postconflict situations, for example), 
external support can comprise a large portion of the total military budget. 
External assistance is especially problematic if it is not transparent, since 
in these cases it might be subject to some hidden quid pro quo arrange-
ment that undermines accountability and hinders effective achievement of 
the military’s given defense function.

Extraction or mort-
gaging of natural 
resources

The government or military might illegally extract or grant long-term conces-
sions to natural resources—including oil, gems, fisheries, or timber—to sup-
port military procurement, personnel payments, or operations.

Sale or barter of 
equipment and 
commodities

The sale or barter of military equipment, legal or not, can be used to raise 
funds outside of the national budget process. Alternatively, the military could 
barter agricultural commodities for military equipment and matériel.

Payments from 
multinational 
companies

Payments from multinational companies to offset major procurements or 
compensate military forces for protection services could be a significant 
source of military revenues, especially for large aid recipients or in resource-
rich but institutionally weak states. Among the more prevalent examples are 
donor-supported weapons procurements that include rebates, or “offsets,” 
which channel funds back to officials in the recipient country. Many oil com-
panies are also known to pay the salaries of military personnel guarding their 
operations.

Payments for 
peacekeeping 
operations

Peacekeeping forces are typically provided by resource-constrained coun-
tries, and compensation can sometimes comprise a significant portion 
of their military budgets. Often, these payments are made directly to the 
ministry of defense or military services and not recorded as general govern-
ment revenue. Worse, they are sometimes illegally distributed as bonuses to 
senior military officers.

Informal or corrupt 
activities

The control of deadly force gives military institutions considerable scope to 
abuse their mandate if accountability mechanisms are not in place. Militaries 
have been known to engage in numerous informal or criminal activities, 
including smuggling fuel; operating casinos; trafficking in drugs, humans, 
arms, and natural resources; kidnapping and extortion; running protection 
rackets; counterfeiting money; and engaging in or supporting piracy. 

Source: Ball and Holmes 2002.

therefore be a huge boost to the integrity and utility of the national budget as 
a whole, and could very well establish the necessary foundation for  longer-term 
reforms to improve military capacity and effectiveness. Finally, off-budget 
revenues and expenditures might serve illicit purposes such as masking cor-
ruption by defense officials and military officers.
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Whatever the motivation and technique, off-budget revenues and 
expenditures violate sound budgetary principles. If off-budget military 
revenues or expenditures are substantial (see box 3.8), they can under-
mine the budget process; they make it difficult to ensure an optimal allo-
cation of public resources, to limit budget deficits, and to maintain 
macroeconomic stability. Moreover, without knowing the military sec-
tor’s ongoing expenditures—or the mechanisms by which they are 
financed—it is difficult to develop a realistic sense of the defense func-
tion’s actual resource requirements. Finally, significant levels of off-
budget revenue and expenditures create substantial corruption risks, and 
point to serious problems of accountability.

Secret Budgets
Some small percentage of the core budget might legitimately be dedicated to 
secret activities, such as specific intelligence activities or weapons procure-
ments in cases where public exposure would grant an adversary a strategic 
military advantage. However, in many countries, the criteria for secret 

Table 3.13 Off-Budget Defense Sector Expenditures

Type Description

Contingency funds 
and supplemental 
budgets

In-year additions to the defense sector budget might not be subject to the 
same fundamental principles of comprehensiveness and contestability as 
the regular national budget. Contingency funds and supplemental budgets 
are often used when there is a major change in perceived security threats 
or defense policy objectives—such as the outbreak of war—that must be 
addressed immediately.

Spending under 
nondefense bud-
get lines

Defense spending under nondefense budget lines includes military units com-
missioned to build roads (which do not serve primarily military purposes); 
internal defense spending budgeted under the police function; military 
involvement in administering disaster relief or running hospitals; and funds 
for vehicle procurement supplied under social budgets, including ambulances 
used for military operations.

Nontransparent or 
highly aggregated 
budget categories

Nontransparent and highly aggregated budget categories include budget 
lines for debt repayment, public investment or capital acquisition, presiden-
tial offices, and the like. This method also comprises government bailouts for 
highly indebted lenders to the military sector and payment of compensation 
arrears for military personnel through social budget provisions.

Diversion of 
re sources from 
social budgets 

The lack of state capacity in many developing countries means that social 
sector budgets are often not executed over the course of the budget cycle. 
Unexpended funds can be diverted to military spending. In addition, mili-
tary personnel working on development projects are sometimes paid out of 
 development budgets.

Procurement of 
military matériel

Military matériel might be procured through nondefense budget lines and sup-
plier credit, which were not scrutinized or approved by government authorities.

Undervaluation of 
economic resources

Undervaluation of economic resources includes the use of conscripted mili-
tary personnel for forced labor to construct military infrastructure or to staff 
commercial operations. By definition, these practices do not adequately 
reflect the true opportunity cost to society.

Source: Adapted from Ball and Holmes 2002.
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classification are unclear or too broad and thus encourage corruption. Of 
the 82 countries Transparency International assessed, 75 percent do not 
publicly reveal the percentage of defense spending dedicated to secret activi-
ties; 50 percent do not audit secret expenditures or do not provide legisla-
tors with audit reports; and 40 percent do not provide the legislative defense 
committee with any secret-budget details.23

The need for secrecy does not mean the military sector should be free 
of democratic oversight and accountability. Both are critical for ensuring 
that the military sector serves the national interest, that public funds are 
used efficiently, and ultimately that the military sector is effective in ful-
filling its functional responsibilities. As discussed, effective budgeting 
requires comprehensiveness, transparency, and contestability. If the legis-
lature cannot review and modify the military sector’s secret budget, then 
trade-offs between and within sectors are not possible, and public funds 
will not be put to best use. Moreover, if the public is not informed of at 
least aggregate secret spending amounts, it cannot hold the legislature 
accountable.

Box 3.8 Central African Republic—Off-Budget Revenues

According to the World Bank’s 2009 financial management assessment of the Central African Republic, 

defense services generated considerable income in 2008, but the revenues were badly organized in 

their identification, legal framework, and budgeting.

One source of income was the sale of escort or guard services to private companies and interna-

tional organizations (soldiers accompany people in unsafe areas in the provinces). Extrapolating from 

payments for security services by the Bank of Central African States, the United Nations Development 

Programme, and the International Monetary Fund, the Public Expenditure Review team estimated that 

total revenues generated amounted to the equivalent of $680,000 in 2008.

Another source of income was fines issued by the gendarmerie; in the Bangui region, these came 

to $160,000 in 2008. According to legislation then in force, 30 percent of proceeds accrued to the 

Ministry of Defense and 70 percent to the Treasury. The Ministry of Defense was to split its share 

between the gendarmerie (25 percent to be managed by the régisseur  to cover miscellaneous items) 

and the army (75 percent to be managed by the national army’s treasury outside of any accounting 

cycle and without any form of accounts management). Theoretically, fines collected by the gendar-

merie in the provinces should flow to the national Treasury via Treasury special agents, but the central 

government has limited visibility and the amount collected is unknown.

Finally, the Battalion for the Protection and Security of Institutions, part of the Republican Guard 

reporting to the president and under the administrative control of the General Staff of the Armies, 

collected the airport security tax. This generated the equivalent of $260,000 in 2008.

In total, the Ministry of Defense generated the equivalent of $1.1 million in 2008. This is a signifi-

cant sum relative to the $16.2 million the ministry received in appropriations for 2009, and to the 

entire state budget of $78.3 million. To the extent these payments do not figure in the state budget, the 

revenues generated remain extrabudgetary income, or indeed secret income.

Source: World Bank 2009.
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Instead of unclear or overly broad criteria for secret classification, the 
government needs to establish (i) appropriate and effective systems of secu-
rity clearance, (ii) procedures for ensuring competent and effective legisla-
tive and audit oversight, and (iii) means to provide the public with enough 
information to ensure accountability. Legislative defense committees, and 
possibly “select” committees for intelligence, should be granted the security 
clearance necessary to review secret defense budgets. Furthermore, they 
should be empowered to comment on and make changes to those budgets. 
Without this authority, the defense sector can act with impunity, and is 
vulnerable to waste or capture by special or criminal interests. Finally, 
secret-budget aggregates, at a minimum, should be shared with the public. 
Sharing these aggregates can occur in the normal process of publishing the 
budget and disseminating budget information; it typically entails divulging 
a line item amount within the broader security budget that combines all 
secret activities. This information must be accurate and comparable over 
time.

The Budget Formulation Cycle

The PER team should note that the national budget cycle is a recurring 
process. In each period, objectives are set, the ministry of finance publishes 
sectoral spending limits, the ministry of defense and military services assess 
requirements and draft their budget requests, the military budget request is 
reviewed and consolidated with other sectoral budgets, and the consoli-
dated budget is presented to the legislature for review and approval.

The PER team should also note that defense policy development and 
strategic planning are ongoing processes that feed into the national bud-
get cycle. Decisions about major weapons procurements or force struc-
ture modifications should be sensitive to spending restrictions established 
each cycle, but must necessarily have a longer time horizon than the 
annual, or at most medium-term, fiscal policy framework. Defense policy 
development and strategic planning are specialized military activities. 
Through the national budget process they are rationalized with the rest of 
government policy.

Similarly, defense expenditures are ongoing, although funds allocated 
must typically be expended (or obligated) within a certain period of 
time. As in all sectors, optimal budgeting in the military sector requires 
that performance information about current expenditures be used to 
inform future spending decisions. This step is especially important in 
fragile or conflict-prone states, which likely do not have the capacity to 
engage in regular strategic reviews. Measuring security outcomes is par-
ticularly difficult, but a focus on outputs—particularly military readiness 
or capability—can be beneficial.24

The four stages involved in this process are discussed next. They are 
(i) setting national fiscal objectives, (ii) preparing defense budget 
requests, (iii) negotiating allocations, and (iv) reviewing and approving 
the national budget.
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Stage 1: Setting National Fiscal Objectives
Cutting military budgets is not always the best option if the government 
wants to reduce poverty and encourage economic development. In some 
countries, particularly where military institutions are disproportionately 
strong or after periods of civil conflict, the military sector might receive too 
great a share of public resources. In these cases, there is scope for reducing 
security sector expenditures and reallocating those funds to productive sec-
tors. Conversely, resource allocations to the security sector might be too 
small if the state has insufficient capacity to maintain law and order or if 
adverse exogenous shocks have increased the risk of conflict. In these cases, 
it might be necessary to increase security sector expenditures, or reallocate 
funds within the security sector. In any case, simply integrating all off-
budget and secret defense sector expenditures into the national budget will 
increase overt military spending.

There is no best-practice formula that governments can use in determin-
ing fiscal objectives and sectoral allocations, but there are general guidelines 
that might help a defense sector PER. Four abstract security contexts and 
their general implications for defense sector expenditures and expenditure 
analysis are provided in table 3.14. A more rigorous approach was employed 
in the World Bank’s 2012 PER for Burundi, described in box 3.9.

Table 3.14 Security Contexts and Implications for Military Expenditures and 
Expenditure Analysis

Context Expenditure implications Analysis implications

Instability 
and tension

Defense sector expenditures 
should remain unchanged as 
required investments are identi-
fied and costed, but they might 
increase beyond the short run.

The military will likely wish to prepare contin-
gency plans for urgent additional investment. 
These investments should focus on resolving 
military capacity gaps related to emerging secu-
rity challenges. 

Conflict Defense sector spending ceil-
ings should be increased to 
encourage successful conflict 
resolution, including provisions 
for additional personnel, equip-
ment, supplies, and weapons.

Revised fiscal targets and policies will need to 
be developed to balance immediate operational 
requirements and long-term fiscal sustainabil-
ity. The Public Expenditure Review team should 
note that military expenditure, as a percentage 
of GDP, can double during conflict.

Postconflict 
reconstruction

Defense sector expenditures 
should decline in parallel with 
implementation of peace agree-
ment, and provisions should 
be made for disarmament, 
demobilization, and reintegra-
tion (DDR) and defense sector 
reform (DSR).

Establishing a baseline early in the postcon-
flict period will ensure accurate expenditure 
estimates. These will include numbers and 
readiness of military personnel, the condition 
of military equipment and assets, and the stock 
of military supplies. Expenditure estimates 
should also be derived for likely DDR and DSR 
programs. 

Stability Defense sector expenditures 
should be regularly rebalanced 
according to security threat 
assessments and changes in 
defense policy objectives and 
military strategy.

The focus will be on the implementation of 
agreed reform plans to promote fiscal sustain-
ability, allocative and operational efficiency, and 
fiscal transparency. Accordingly, defense sec-
tor expenditures should be kept under regular 
review.
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Stage 2: Preparing Defense Budget Requests
The ministry of defense is responsible for preparing its budget request to 
meet defense policy objectives according to established military strategy 
and within the spending constraints specified by the ministry of finance. 
The full budgetary impact of ongoing and proposed programs should be 
provided in the budget submissions, including estimates for operation and 
maintenance. This step requires comprehensive costing methodologies for 
personnel, equipment, operations, and other activities as well as a compe-
tent staff and a level of transparency that is often lacking in the military 
sector’s budget activities. (Annex 3D includes further detail on how to 
approach defense costing in low-capacity countries.) Throughout the pro-
cess, the ministry of defense plays a leadership role: it provides policy guid-
ance and support to the military services, resolves any conflicts or rivalries 
that arise, and ensures that the consolidated budget request meets the core 
fiscal requirement of allocative efficiency by focusing on the most valued 
programs and projects.

Box 3.9 Burundi—Simulating Trade-Offs between Security and Productive Sectors

The World Bank’s 2012 Public Expenditure Review (PER) for Burundi analyzed trade-offs between 

security spending and spending in the productive sectors. The PER used a macroeconomic model to 

estimate the marginal benefits of decreasing security sector expenditures under three simulations.

The first simulation contracted the level of total spending while maintaining the share of 

security spending at the 2011 level. In this simulation, the contraction of overall spending reduced 

the fiscal deficit but also limited the capacity of government to undertake the ambitious pro-

grams required to lay the foundation of a strong economy. The available fiscal space was insuf-

ficient to meet the basic needs of the civilian population or provide for basic security requirements. 

As a result, expected GDP growth was slow, and persisting insecurity undermined the nascent 

private sector.

The second simulation reduced total expenditures and reallocated funds from the security sector 

to the productive sectors. This approach provided some impetus to economic activity, but contracting 

total spending reduced aggregate demand and economic growth in the short run. Moreover, if the 

private sector was assumed to be highly sensitive to the security situation, the economic growth rate 

would be weaker still.

The third simulation increased overall spending while reallocating funds from the security sector 

to the productive sectors. This approach encouraged growth through increased public demand, which 

had spillover effects for the private sector. Moreover, increased public spending would enable demo-

bilization to proceed more quickly.

In each simulation, the model distinguished between productive and nonproductive sectors, esti-

mated medium-term growth prospects, and attempted to account for the endogenous relationship 

between security and economic output. The first simulation, where spending was reduced but the 

security sector’s share remained constant, had the worst estimated growth outcomes; the third had 

the best. Whatever the approach used, the PER team should be mindful that there are trade-offs 

between sectors, and no single policy prescription applies to all cases.

Source: World Bank 2012.
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Ideally, the ministry of defense’s budget request will include the 
following:

• A brief policy statement describing defense policy objectives and 
expected outputs and outcomes

• An elucidation of the military strategy developed to meet those defense 
policy objectives in terms that the ministry of finance, chief executive, 
and legislature can understand

• Key performance indicators for policy outputs and outcomes, prefer-
ably by program and activity

• Current- and future-year expenditure estimates by program and activ-
ity, as compared with actual expenditure data for previous years.

Given the diffuse and contingent qualities of security threats, the diffi-
culty of measuring security outcomes, and the long time horizon of many 
force structure and procurement decisions, defining defense policy objec-
tives and the national military strategy is crucial. Without a clear state-
ment of what the military sector is meant to accomplish—and, more 
generally, what is included in the defense function—it is impossible to 
adequately plan, program, or fully understand the costs associated with 
defense provision. It is also difficult to establish benchmarks and assess 
the efficiency and effectiveness of defense expenditures.25 The PER team 
must be able to understand a country’s defense policy objectives to ade-
quately assess the extent to which those objectives are supported in the 
defense budget request.

It is essential to base defense sector resource allocations on a formal 
defense plan derived from the country’s defense policy objectives and 
military strategy. It is theoretically easier to assess trade-offs within the 
military sector than between government sectors, because the range of 
policy objectives and options is smaller. However, those trade-offs must 
be made on the basis of promoting optimal outcomes for society at large. 
Together, defense policy objectives and military strategy define the coun-
try’s national interests and strategic imperatives. By definition, allocative 
efficiency requires that they be used to allocate public resources within the 
military sector. Misallocation, where military expenditures are deter-
mined on a nonstrategic basis, can starve high-priority activities of needed 
funds while wasting resources on low-priority activities. Over time, misal-
location will leave the military incapable of responding to security threats 
and therefore unable to fulfill the defense function, or will lead to uncon-
strained budget growth that threatens a country’s macroeconomic and 
fiscal stability.

Force provision and force support are the main cost drivers of defense 
and therefore require deliberate and systematic planning. Together they 
comprise the defense capabilities that the military sector is responsible for 
defining, supplying, and maintaining. Investments related to weapon 
 systems, infrastructure, or force structure and readiness should therefore 
be  based on sound methodology that covers the entire life cycle of 
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the   investment—including the concept, development, production, utiliza-
tion, support, and retirement stages. This approach requires collecting, 
interpreting, and analyzing data and applying quantitative methods and 
techniques to estimate the future resources that will be required. The World 
Bank’s 2013 financial management assessment of Mali’s security forces 
(box 3.10) demonstrated the necessity of fully costing force provision and 
force support programs, as well as the value of PERs in identifying equip-
ment gaps and budgetary anomalies that could undermine the efficient and 
effective provision of security services.

Every defense investment entails some uncertainty and risk, so a range 
of cost estimates is appropriate. Nor is the cheapest option necessarily the 
best: achieving value for money requires attention to economy (the cost 
of inputs), efficiency (the ratio of outputs to inputs), and effectiveness 
(the value of outcomes from outputs).26 Life-cycle cost estimates should 
be used in conjunction with assessments of operational requirements and 
fiscal constraints when determining resource allocations. This approach 
can help evaluate alternative policy options, assess the affordability of 
defense programs, manage existing budgets, develop future expenditure 
profiles, evaluate cost reduction opportunities, improve business pro-
cesses, and analyze capability portfolios. Various defense-costing meth-
ods are outlined in table 3.15; related PER resources are in annex 3A 

Box 3.10 Mali—Budget Requests for Force Provision and Support

The World Bank’s 2013 report on financial management in Mali’s defense and police forces found 

that these forces were significantly underequipped, but noted that they were undergoing a massive 

 program of reequipping. In 2012 alone, the Malian armed forces acquired approximately 160 troop-

carrying vehicles, five tank carriers, two reservoirs for the air force, five power generators, communi-

cations equipment, light and heavy weapons, and some T-55 tanks. In total, the Ministry of Defense’s 

budget request estimated that, based on assessed requirements, 300 billion Central African CFA 

francs (CFAF) was needed to rebuild the army alone.

Resources for maintenance and upkeep were even scarcer than for rebuilding, and the weak 

budgetary system and heterogeneity of management methods did not facilitate optimal allocation 

of maintenance funds. The majority of funds were centrally managed by the Finance and Equipment 

Directorate, which decided on a case-by-case basis whether to honor requests for repairs or parts 

that were too costly for the various security forces. This practice caused delays detrimental to the 

training and operation of security forces. Annual allocations to the security forces themselves 

included less than CFAF 50 million for the army, CFAF 30 million for the police, CFAF 25 million for 

the gendarmerie, CFAF 12 million for the national guard, and no funds at all for the air force. 

A supplementary appropriation for the army provided no more than CFAF 500 million. Inadequate 

as they were, these allocations were often channeled to other uses, exacerbating the degradation 

of matériel. Overall, the inadequacy of follow-up and funds for effective upkeep and maintenance 

threatened the usability and sustainability of new investments provided for in the Ministry of 

Defense’s budget request.

Source: World Bank 2013a.
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(table 3A.2) as well as a costing methodology in annex 3D. Further details 
about costing DDR (disarmament, demobilization, and  reintegration) 
and defense sector reform (DSR)—both vitally important topics for frag-
ile and conflict-prone states—are provided at the end of this section. It is 
important to remember that defense requirements will be different for 
each country. These tools can help the PER team, but each PER must 
ultimately be grounded in the defense policy objectives, military strategy, 
and force structure and readiness practices of the country of interest.

Table 3.15 Defense-Costing Methods

Method Description

Analogy The analogy method compares new systems (or subsystems) with one or more exist-
ing systems (or subsystems) for which there are accurate cost and technical data. This 
method assumes that no program is entirely new or without precedent and that useful 
comparisons can be made. The major disadvantage is that finding a good analogy can 
be difficult, and estimators must be sensitive to the context of prior usage. 

Parametric Parametric methods estimate costs based on measurable attributes or character-
istics, and assume a causal relationship between these parameters and life-cycle 
costs. Examples include estimating costs as a function of equipment weight, pay-
load, number of military personnel, or any other variable for which historical data 
are available for regression analysis. 

Bayesian Bayesian techniques build on parametric techniques by modifying estimates as 
additional information becomes available. Bayesian techniques take a weighted 
average of the available estimates, based on their level of uncertainty. These can be 
valuable as new data become available during the regular planning and budgeting 
cycle or as the development process for specific weapon systems or force modifi-
cations progresses.

Engineering Engineering, or bottom-up, methods are the most detailed and costly to imple-
ment. They build up cost estimates from the lowest level of definable work to create 
an aggregate life-cycle cost. Engineering cost estimates developed by the contrac-
tor are usually more accurate in program-specific details, but typically neglect the 
system integration or other out-year costs on which government estimates must 
focus.

Catalog Catalog, or handbook, estimates use published reference books that contain lists 
of off-the-shelf or standard items, with unit or total cost estimates. The U.S. Excess 
Defense Articles Database, referenced in table 3A.2 (annex 3A), is a readily acces-
sible example.

Heuristics Heuristics methods use standardized rules of thumb repeated many times to pro-
duce a “good enough” solution. They are less precise than some methods, but eas-
ier to apply. In general, they should be used at early stages of the program when 
specifications and requirements are poorly defined, but they could be of more gen-
eral value in fragile or conflict-prone states where data quality is low.

Expert opinion An expert opinion is the informed judgment of a defense expert. It can be used 
when the data required for other techniques are not available, or to confirm cost 
estimates derived from other techniques. Usually multiple experts should be sur-
veyed, and a consensus estimate established.

Source: NATO Research and Technology Organization 2007.
Note: The applicability and usefulness of these methods will depend on data availability and the life-cycle stage 
at which a particular investment is being assessed.
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Within the context of a medium-term expenditure framework, the cur-
rent and near-term budgetary impact of force provision and support must be 
included in the normal budget request.27 The budget request should include:

• Personnel expenditures, with a statement of the number of staff posi-
tions and separately identified expenditure estimates for compensa-
tion, bonuses, and special allowances

• Entitlement and subsidy expenditures, such as the number of benefi-
ciaries and the key assumptions used in the calculation

• Investment expenditures above a specified size, separately identified 
by program or project, including necessary current-year and future-
year commitments

• Weapons and equipment procurement expenditures above a specified 
size, with full life-cycle costing, separately identified expenditure esti-
mates by unit or objective, and a statement of the items’ utility for 
meeting defense policy objectives

• Estimated proceeds from the disposal of state assets.

If the country lacks the data required to perform detailed risk analysis 
for defense equipment procurement or for significant force modifications, 
estimates should be adjusted upward based on past experience in related 
projects.

Finally, the PER team should note that force structure and force readi-
ness are two separate but related issues. Force structure refers to combat-
capable manpower, organization, weapons, and equipment, and how they 
are expected to be used. Readiness refers to the ability of a given force 
structure to meet the strategic objectives outlined in national defense policy 
and military strategy and to accomplish the missions for which it was 
designed. The cost of maintaining a given force structure will vary depend-
ing on its level of readiness. It is less expensive to maintain reserve forces 
than active-duty forces, but sufficient time must be allowed for training and 
deployment before reserves are fully ready to supply defense services.

Compared to force provision and force support, defense administra-
tion and force employment have less consequential long-term implica-
tions. These activities are based mostly on current or medium-term 
requirements, and can therefore be modified in the future at compara-
tively low cost. They are thus amenable to a medium-term expenditure 
framework of three to five years. Allowances for force employment, in 
particular, might be provided in contingency or supplementary budgets 
because they depend on exogenous factors that are difficult to predict. It 
should be noted that force employment is not synonymous with opera-
tions. Defense operations are essentially unexpected mandates that must 
be handled outside the normal budget process. It is possible to have con-
tingency funds for operations, but this arrangement involves financial 
risks and program risks. To provide some control of these risks, the coun-
try could use supplemental funding appropriations. On the other hand, 
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unless the country has a fiscal cushion—which is unlikely in developing 
countries—supplemental funding is not likely provided for in the medium-
term expenditure framework. Consequently, too much expenditure on 
military operations could threaten macroeconomic and fiscal sustainabil-
ity. Finally, during operations, personnel and matériel will be lost, dam-
aged, or expended; restoring defense capabilities can have major cost 
implications more appropriately requested under headings for force pro-
vision and support than headings for force employment.

The ministry of defense is responsible for coordinating the preparation 
of military budgets with the military services and their subordinate com-
mands, which have the expertise and information necessary to assess mili-
tary requirements and estimate program expenditures. The ministry must 
provide top-down budget constraints for each component of the military 
sector that when combined will match the sectoral spending ceiling. The 
military services and their subordinate commands then build up their bud-
get requests, by program and activity, conditional on their respective ceil-
ings. Optimal methods vary by the type and status of individual programs. 
New programs, including proposed weapons procurements, might use 
zero-based budgeting. Ongoing programs, like those for personnel compen-
sation, might employ incremental budgeting. The expenditure estimates 
that result are then fed up the chain, and there is an iterative negotiation 
within the ministry of defense to determine the final military budget request. 
If the military’s assessed requirements cannot be fulfilled within the budget 
envelope, possible efficiency improvements should be identified. In their 
absence, adjustments are necessary in the defense policy objectives, force 
structure, or program resourcing. Budget requests from the military services 
and subordinate commands should meet the same criteria as the consoli-
dated military budget, as defined in the ministry of finance’s budget circu-
lar. The obvious difference is that budget requests from the military services 
and subordinate commands will be narrower in scope.

Stage 3: Negotiating Allocations
After the ministry of defense submits its budget request, the ministry of 
finance reviews it for conformity to legal requirements, spending limits, and 
other guidelines set out in the budget circulars, and then negotiates final 
defense sector allocation requests with the ministry of defense. In reviewing 
the defense sector budget request, central finance officials discuss the budget 
submission with senior defense officials and military officers, and may make 
site visits or question subordinate program managers directly. In countries 
where central finance officials lack defense sector expertise, this step can be 
challenging, and capacity building might be required before negotiations 
can be effective. Major disagreements between finance and defense officials 
should be referred upward to the council of ministers or chief executive for 
arbitration.

During the negotiation stage, officials should account for any changes in 
the macroeconomic, fiscal, program, and strategic environment since initial 
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spending ceilings were set, and make necessary modifications. Revenue pro-
jections could be amended; if the fiscal space shrinks, then defense pro-
grams have to be trimmed or eliminated. At this stage, more data are 
available regarding expenditure rates and program performance for the 
budget currently in force, which could impact budget formulation for future 
periods. This stage also needs to take account of any exogenous factors that 
have intervened. The most significant would be the onset of war or a major 
change in the security environment that requires force employment. 
Operational costs could be covered by supplemental or contingency fund-
ing, but there would be indirect effects for defense administration, force 
provision, and force support that would have to be accounted for in the 
regular defense budget. Other exogenous factors include policy revisions, 
changes in legislation, and litigation that results in claims against the gov-
ernment. Box 3.11 on Burundi suggests how a country’s macroeconomic 
and fiscal environment can be affected by war.

Finally, the ministry of finance consolidates the military budget request 
with budget requests from other government sectors and submits the consoli-
dated budget to the legislature for review and approval. The entire package 
must be subject to aggregate spending limits and designed to efficiently meet 
national policy objectives, including fiscal targets for debt reduction. The 
council of ministers or the chief executive is normally responsible for final 
approval of the consolidated budget before it is submitted to the legislature.

Stage 4: Reviewing and Approving the National Budget
In a system of democratic accountability, the legislature is responsible for 
reviewing and enacting the national budget. In general, the legislature has 
the most contact with, and accountability to, the public. Given that the 
budget is the mechanism through which national policy priorities are estab-
lished and supported, it is appropriate that the legislature be empowered to 
ultimately determine whether the budget optimally matches national needs 
with available resources.

Ideally, the legislature is authorized and empowered to review and chal-
lenge defense sector budget requests, as it is for other sectors. For the legis-
lature to be effective in this regard, it must meet several requirements:

• It must be recognized in law and practice as the ultimate arbiter of 
budgetary matters in the constitution and legal framework for public 
finance.

• It must be capable of accessing and questioning defense and finance 
officials on matters of strategy, policy, and programming.

• It must have sufficient time and budgetary resources of its own to 
review the government’s budget request at the conclusion of the bud-
get cycle.

• It must develop well-defined internal rules and procedures to carry 
out this work. The precise role of the legislature in the budget process 
varies from country to country based on legislative capacity and 
authority. In less democratic countries, legislatures might be little 
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Box 3.11 Burundi—Macroeconomic and Fiscal Impact of Civil War

According to the World Bank’s 2012 Public Expenditure Review for Burundi, the country’s 1993–2005 

civil war led to a precipitous drop in its gross national income (GNI) per capita (see figure B3.11.1). The 

civil war destroyed capital resources, repressed investment, and seriously damaged the capacity of 

the public sector to provide basic public services.

More recent data from the World Bank’s World Development Indicators further demonstrate the 

impact of conflict on economic output and public spending. As shown in figure B3.11.1, GNI per 

capita fell by 45 percent between 1992—the year before the war started—and its low point in 2003, 

before rebounding in 2004. The civil war had the opposite effect on military spending; it increased by 

83 percent as a percentage of GDP between 1992 and its high point in 1998 before declining again.

Sources: World Bank 2012; World Bank data.
Note: GDP = gross domestic product; GNI = gross national income. In calculating GNI in U.S. dollars for certain 
operational and analytical purposes, the World Bank uses the Atlas conversion factor instead of simple 
exchange rates in order to reduce the impact of exchange rate fluctuations in the cross-country comparison of 
national incomes. See World Bank Data Compilation Methodology: https://datahelpdesk.worldbank.org 
/ knowledgebase/articles/378832-the-world-bank-atlas-method-detailed-methodology.

Figure B3.11.1 GNI per Capita and Military Expenditure in Burundi, 1990–2012
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more than a rubber stamp for executive decrees, especially those 
related to the military sector. Even when democratic accountability is 
greater, legislatures might lack practical influence over military mat-
ters because of knowledge gaps, lack of access to secret information 
or relevant officials, or the special status of the military sector. Finally, 
in the more democratic and developed countries of the Organisation 
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for Economic Co-operation and Development, and in many countries 
of the former Soviet Union, the legislature exercises a huge authority 
over the national budget and PFM matters.

Many national legislatures have a budget or appropriations committee 
that coordinates the legislature’s amendments to the budget and leads legis-
lative discussions with central finance officials on budget issues. To satisfac-
torily review and approve the military budget, committee members (or 
staff) have to be sufficiently knowledgeable of military issues and autho-
rized to review secret budgets, plans, and other documents. This work 
might be conducted by a subcommittee of the budget committee or by 
members who also serve on the defense policy committee. In practice, legis-
lative authority over the budget is exercised through formal or informal 
amendments to the appropriations bill or by simply refusing to enact the 
proposed budget.

As a rule, the budget should be presented to the legislature two to four 
months before the start of the fiscal year to allow time for consultations 
with defense and finance officials and for deliberations within the legislative 
body. Since the legislature is not always capable of enacting a budget law on 
time, the budget law should include provisions for the executive to commit 
expenditures before the budget is approved. In most countries, these “con-
tinuing resolutions” authorize new spending based on budget allocations 
from the previous year, not on budget allocations in the current, disputed 
budget request. This approach can be problematic for the military sector, 
however, particularly if perceptions of strategic threats or defense policy 
objectives have changed during the course of the year. The budget law 
should also include provisions authorizing the legislature to approve agreed 
portions of the national budget request in the absence of full approval. Such 
an approach might allow the military sector (or other sectors) to be funded 
even if legislators cannot agree on the full package. Both continuing resolu-
tions and independently approved sectoral budgets violate fundamental 
budgetary principles, so they should be avoided. But they are preferable to 
a government shutdown or failure to provide defense services.

Planning for DDR and DSR

Disarmament, demobilization, and reintegration and defense sector reform 
are common postconflict activities for the military sector, particularly in 
fragile and conflict-prone states where there is a substantial international 
presence. DDR is intended to contribute to postconflict security and stabil-
ity by physically removing weapons and ammunition, disbanding armed 
groups, and reintegrating former combatants into civilian society. DSR is a 
broader initiative, intended to reform, restructure, or otherwise develop 
accountable, effective, and efficient military institutions that operate fairly 
and that fully respect human rights. Of the two, DDR is the more immedi-
ate postconflict concern, whereas DSR often has a broader remit and 
longer-term focus on the nation’s formal military institutions.
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DDR and DSR have significant—but different—implications for 
public expenditure and financial management. A central goal of DSR is 
creating an efficient and affordable military sector that will be sustain-
able and effective beyond the short run. In programmatic terms, the 
integration or regularization of nonstatutory forces is most appropri-
ately handled within a DSR program. Transition planning for national 
replacement of an international peace mission would also fall under the 
DSR remit. DDR, on the other hand, usually entails more upfront costs, 
but financial assistance is often available from the international com-
munity. Whereas DSR entails a PER followed by PFM reforms, DDR 
programs typically do not lead to the reform of related PFM and bud-
getary systems.

The main expenditure requirements of DDR are related to the short-
term funding and implementation of disarmament and demobilization 
programs and the longer-term poverty reduction and civilian employ-
ment activities related to reintegration. Immediate needs are likely to be 
funded from a combination of international budgetary sources, includ-
ing UN trust funds, World Bank trust funds, and direct bilateral sup-
port. The longer-term reintegration component of DDR should be fully 
incorporated into the country’s poverty reduction and development 
strategies. To that end, the ministry of defense and former combatants 
should be consulted when identifying national development priorities. 
In all cases, the PER team should estimate any associated costs or long-
term financial commitments that will have to be covered by the national 
budget.

It is important to note that financial management for DDR programs, 
like international assistance more broadly, might be conducted outside of 
the normal national budget process. While such an arrangement under-
mines the national budget’s comprehensiveness and transparency, it might 
be a practical compromise reflecting the complexity of funding sources, 
the mix of supporting international partners, and the supported country’s 
capacity to manage funding and implement programs. Additional details 
and guidance are offered by the UN’s Disarmament, Demobilization, and 
Reintegration Resource Center (see table 3A.3 in annex 3A).

DSR is intended to fundamentally redefine the military sector’s role in 
providing security services. Good practice requires that policy makers con-
sider related reform processes under way in the security and justice sector, 
including DDR, to develop a shared assessment of threats, national inter-
ests, and policy objectives. Specific DSR policy objectives will then deter-
mine how to modify the military’s strategic, operational, and tactical 
capabilities to meet these newly agreed security requirements within the 
available fiscal space. Areas to be reformed could include structure; func-
tion and human capacity; infrastructure and assets; legislation, policy, or 
doctrine; or some combination. It is practically guaranteed that a DSR pro-
gram will reallocate resources between public sector institutions, which 
could entail a downsizing of the military in favor of the police or a 
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reallocation from the security sector to the productive sectors. Given its far- 
reaching implications, DSR must be a nationally owned process.

Expenditure implications for DSR are shaped by the security environ-
ment and the condition of existing military institutions. In general, there are 
five categories within which defense sector institutions can be classified, 
ranging from least challenging and expensive to reform to most challenging 
and expensive:

1. Military institutions fully in place and organized
 2. Military institutions partially disabled by the withdrawal of rele-

vant agencies or personnel, with dysfunctional or parallel chains of 
command

 3. Military institutions dismantled and providing defense services only 
sporadically

 4. Military institutions only on paper, with no authorized or funded 
programs

 5. Nonexistent military institutions, with no legal authorities or funding 
in place.

To ensure an affordable and sustainable outcome, policy makers need 
to condition the DSR program on available resources. Clear top-down 
direction on the immediate and medium-term fiscal space should be pro-
vided early in the process. This is not unlike the standard, best-practice 
national budget process, and establishing this requirement in the DSR 
program can serve as a valuable precedent for civilian control of the 
military and for an integrated, efficient national budget process over the 
long run. In contrast, a largely bottom-up process might lead to accurate 
costing of future force structures; but it is unlikely to reflect national 
political priorities or budget constraints. This initial work also provides 
an excellent opportunity to establish productive working relationships 
and mutual understanding between officials of the ministries of finance 
and defense and military officers. Additional details and guidance can be 
found in the UN Department of Peacekeeping Operation’s policy for 
DSR (see table 3A.3 in annex 3A).

Budget Execution

Budget execution is the exercise of budget authority in pursuit of a plan: the 
approved national budget is the plan; legislative appropriation of public 
funds provides the legal authority; and the ministry of defense exercises that 
authority through the budget execution cycle. In PFM terms, the provision 
of defense services is thus a matter of executing the defense budget. At this 
point, defense policy objectives and military strategy have been established 
based on the threat perceptions of the national leadership and military pro-
fessionals, and resources have been allocated according to strategic priori-
ties and fiscal constraints. For the budget to be a useful policy tool—and for 
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defense services to be delivered as intended—the budget must be properly 
executed as provided for in law. Specifically, budget inputs must be applied 
as directed.

Program execution, on the other hand, is more appropriately focused 
on defense outputs and outcomes than on budgetary inputs. Program 
execution may entail a trade-off between control and efficiency. 
Itemized budgets require defense program managers to obtain central 
approval before they can hire personnel, acquire matériel, or otherwise 
spend public funds. Controlling inputs in this way does not give defense 
program managers incentives to economize and diverts attention from 
defense outputs. In theory, it could be possible to achieve the same (or 
greater) outputs at less cost than estimated in the budget. In these 
cases, there is greater scope for flexibility in budget execution, and 
program managers should be granted greater discretion provided there 
is sufficient institutional strength and oversight to guarantee beneficial 
outcomes.

The PER team should be aware of the trade-offs between budget exe-
cution and program execution. While there is no universal rule, past 
experience suggests that in most countries where a defense sector PER is 
likely to be performed, institutional capacity is weak and fiscal con-
straints severe. In most cases, therefore, the PER team should give greater 
attention to budget execution and the operational control of appropri-
ated funds than to program execution and its attendant systems of man-
agement control. Accordingly, this sourcebook focuses primarily on 
budget execution, not program execution. Outputs and outcomes are still 
important measures of success in delivering defense services—as dis-
cussed in detail in the “Performance Measurement and Oversight” sec-
tion of this chapter—but this approach gives program managers less 
flexibility to decide how those outputs and outcomes will be achieved 
once the national budget is adopted.

Budget execution is chiefly concerned with operational efficiency—
achieving defense outputs and outcomes that are economical, efficient, 
and effective in order to get the most out of all funds expended and thus 
maximize public utility. Operational efficiency requires expending funds 
in conformity with the authorizations provided by law; exercising flexi-
bility when unexpected security threats emerge or the macroeconomic 
context changes so that defense programming reflects updated defense 
priorities; monitoring program implementation to ensure that funds are 
used for the purposes intended and achieve the outputs expected; and 
controlling the risks associated with implementing defense programs.

Budget Authority

Legislative approval of the military budget through the appropriations pro-
cess, described in the “Budget Formulation Cycle” section of this chapter, 
grants the ministry of defense legal authority to obligate public resources 
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for defense provision. During the budget execution cycle, this legal 
authority—also called “budget authority”—flows from the ministry to sub-
ordinate spending units within the ministry and the military services. Budget 
authority gives program managers the power to legally bind, or obligate, 
the government to make a payment in exchange for assets, goods, or ser-
vices supplied by vendors. Accordingly, an obligation is a legal reservation 
of government funds that must be paid if the contracted party delivers as 
promised. The ministry of defense exercises its budget authority to hire 
personnel, acquire goods and services, and pay for operation and mainte-
nance to meet the nationally determined defense policy objectives. As dis-
cussed, these services fall into the generic categories of defense administration, 
force provision, force support, and force employment, but the specific for-
mulation will vary by country.

Appropriations define the purpose, amount, and time period of defense 
spending:

• Purpose. The purposes for which funds can be obligated are typically 
provided in the budget law. Under most circumstances the PER team 
can expect the budget request to be fairly similar to the approved 
budget bill, provided that the budget request reflected fiscal con-
straints and agreed policy objectives. Less frequently, the legislature 
might mandate spending on alternative or additional items that the 
ministry of defense has not requested to satisfy constituent demands 
or compel defense reforms. Changes of this kind can have beneficial 
effects where budget requests were outdated or the military has 
resisted necessary changes, but only if democratic accountability is 
adequate and the legislature’s actions reflect security concerns or 
defense priorities. Alternatively, legislative changes that are motivated 
by sectional interests undermine allocative efficiency. In less devel-
oped countries, and for items or programs of special interest, spend-
ing categories might be narrowly defined. In more developed countries, 
or countries that have a performance-based budget, program manag-
ers might be given more latitude.

• Amount. Appropriations almost always provide an upper limit on 
the amount the ministry of defense can spend for any given purpose 
defined in the budget. The legislature might also stipulate that “no 
less than” a certain amount can be spent. The result is a narrow 
range or specific amount to be spent, and budget execution is mea-
sured in terms of the ministry’s ability to spend the prescribed 
amount, as will be discussed.

• Time period. For most types of spending, appropriations will define 
the period of availability for funds made available. Accordingly, the 
ministry of defense must make obligations before the appropriation 
expires. This helps ensure that the mandated defense services will be 
provided in a timely fashion and helps maintain fiscal balance over 
the medium term. After the appropriation expires, no new obligations 
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can be made, although some adjustments might be permitted. The 
period of availability can vary, from one (annual) cycle for the acqui-
sition of simple goods and services to several budget cycles for major 
infrastructure or weapon system procurements. Contingency funds, 
which are common in the military sector, can be open-ended. They 
exist to be used in times of emergency (not by a certain date) and are 
replenished as necessary.

A warrant is the financial control document that establishes the amount 
of funds authorized to be withdrawn from treasury accounts for each 
appropriation title. Once funds are appropriated by the legislature, the min-
istry of finance or the treasury will issue a warrant to the ministry of defense 
to grant it budget authority for defense provision. Similarly, the ministry of 
defense’s finance office or comptroller will issue subwarrants to transfer 
budget authority to the military services and subordinate spending units. 
Through this legal mechanism, budget authority is provided to the spending 
units according to the approved budget.

There are circumstances in many developing countries where cash liter-
ally flows from the treasury to the military sector. Where electronic banking 
does not exist, for example, payrolls are often disbursed in this way. Direct 
cash payments to the military sector are most likely in conflict settings, 
where normal infrastructure may not be functional. In these cases, it is 
harder to effectively manage government funds, and a de facto corruption 
risk arises, as the example of Mali suggests (box 3.12).

The Budget Execution Cycle

In a fully developed PFM framework, there are four main stages to budget 
execution:

1. Apportionment of funds appropriated to the sector, and their release 
by the ministry of finance to the ministry of defense

 2. Commitment of funds by program managers to particular activities in 
support of defense provision

 3. Acquisition of goods or services, and certification that they have been 
provided as agreed

 4. Payment to suppliers for the goods or services provided.

Box 3.12 Mali—Cash Account for Operations Vulnerable to Fraud, Waste, and Abuse

According to the World Bank’s 2013 financial management assessment of Mali’s military, the mainte-

nance of a special account for operations in the country’s “Northern Zone” was a major source of 

vulnerability. In this case, there was no de facto spending ceiling, the purpose and operating condi-

tions of the special account were not adhered to, budget charges displayed anomalies and lacked 

transparency, and the controls performed on expenditures from the special account were less rigor-

ous than the country’s normal budget procedures.

Source: World Bank 2013a.
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The military sector should be fully integrated into the standard budget 
execution cycle (and indeed into all the PFM practices discussed in this 
sourcebook), and should abide by the laws and regulations prevailing for 
the rest of government. In practice, however, the military sector often has 
off-budget revenues and expenditures. By definition, there will be no 
apportionment of those funds by the ministry of finance. In developing 
countries more broadly—particularly fragile or conflict-prone states—the 
process might be considerably less rigorous. For example, there might be 
no obligation phase. Instead, ministry of defense officials or military offi-
cers might simply pay for goods after they are delivered, without any 
prior commitment or obligation for either the provider or the defense 
program manager.

Stage 1: Apportionment
Apportionment is the distribution of budget authority for specified activi-
ties and time periods. Once a warrant is received for defense spending, the 
ministry of finance or treasury—working with information provided by the 
ministry of defense finance office—can release tranches of budget authority 
to the ministry of defense, which will then distribute it through subwarrants 
to ministry of defense offices and the military services. Each major com-
mand will further distribute budget authority to subordinate commands, 
program offices, or installations, depending on the level of decentralization 
provided for in the country’s institutional framework. The goal is to ensure 
that the ministry of defense and its subordinate spending units do not obli-
gate funds so rapidly that they exhaust available funds before the end of the 
fiscal year or endanger the country’s cash balances and fiscal stability. 
Generally, apportionments are cumulative, so there could still be a “rush to 
obligate” at the end of year if the ministry of defense spending units do not 
stay on schedule. Apportionments should be made in accordance with mili-
tary units’ expenditure, or “phasing,” plans. These are typically month-to-
month projections of the rate at which funds will be obligated, built from 
expectations about payroll, contract award dates, and the timing of intra-
governmental purchases. As it does in the budget formulation process, the 
ministry of defense should consolidate subordinate agencies’ projections for 
a sectorwide phasing plan, which is submitted to the ministry of finance. In 
many countries, the first and last months of the fiscal year have the highest 
obligation rates: in the first month, annual contracts are agreed; in the last 
month, there is a rush to obligate remaining budget authority before it 
expires at the end of the fiscal year.28 In developing countries, particularly 
fragile and conflict-prone states, obligation and expenditure rates are typi-
cally better for the military sector than for other sectors of government. 
Given capacity constraints, however, it is still possible that obligation rates 
will lag behind schedule or that funds will be obligated to activities that 
were not authorized by the legislature. Sectorwide management of defense 
funding and support for effective internal controls across all military activi-
ties will be undermined if there is no single person accountable for military 
appropriations.
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The ministry of finance could freeze approved appropriations by not issu-
ing warrants, and thereby not apportioning funds. This might be a prudent 
measure to maintain fiscal balance if the macroeconomic or fiscal conditions 
have changed or if other unfunded mandates—like war—have emerged. 
Where cash flow issues and weak treasury management are present, it is not 
uncommon for a finance ministry to withhold some percentage of budget 
allocation as a hedge against cash flow or revenue shortfalls. If revenues 
materialize, these resources may be released late in the fiscal year to spend-
ing ministries, potentially creating a wasteful year-end spending situation.

Stage 2: Commitment
In the commitment stage, the future obligation to pay for goods or services 
acquired is incurred. Depending on the country context, legally binding 
agreements are called obligations or, simply, commitments. An administra-
tive commitment (also called “budgetary commitment” or “accounting 
commitment”) by which apportioned funds are set aside for a specific pur-
pose might precede the legal commitment. Administrative commitments are 
useful for managing defense activities and cash flow, but the practice is not 
universal. Contracts defining the obligation are common with private sector 
vendors. If goods or services are acquired from other government institu-
tions, within the military sector or not, a formal interdepartmental pur-
chase request is used instead. These could be used, for example, for defense 
services provided by the military services to the operational commands.

Expenditures can be committed in a variety of ways, depending on their 
nature:

• Defense matériel, transport, and other short-term or recurrent goods 
and services. Goods and services that can be completed within one 
fiscal year should usually be committed through annual contracts. 
Alternatively, routine activities—like payment for utilities—might be 
subject to less formal rules. These commitments must not exceed the 
appropriations allocated to them.

• Large investment projects. Large projects, particularly procurement 
of major weapon systems, will likely require several years to be com-
pleted, and thus will be committed through multiyear contracts. The 
total cost of these multiyear contracts will likely exceed the annual 
appropriations provided for the activity. Consequently, obligations 
of this type will be liquidated incrementally over multiple annual 
budgets or through capital investment appropriations that have 
extended periods of availability. It is important that countries engage 
in full life-cycle costing of large procurements, as already described 
in the “Budget Formulation Cycle” section of this chapter, to ensure 
that money is not wasted on projects that cannot be completed due 
to future fiscal constraints.

• Personnel expenditures and other mandatory expenditures related 
to  interest and entitlements. Expenditures of this type are often 
legally  committed through prior legislation or executive decisions. 
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Consequently, these obligations will predate the current fiscal year, 
but must still be covered with available funds in any given fiscal year.29

The program manager is responsible for implementing the commitment 
stage of the budget execution process. Alternatively called the “spending 
agent” or “authorizing officer,” the program manager has the authority to 
obligate funds and authorize payments. For defense administration pro-
grams, the program manager is likely an official in the ministry of defense 
or in the joint chiefs of staff. For force provision and force support pro-
grams, the program manager is likely a military officer serving at defense 
headquarters or at the headquarters of one of the military services. For 
force employment programs, the program manager is likely a military offi-
cer deployed in one of the operational or functional commands. The pro-
gram manager should be held accountable for failure to comply with 
financial regulations, and may be held financially liable for fraud or error. 
Key controls to be exercised by the program manager include verifying that 
the proposed expenditure is provided for in the appropriation, ensuring 
that sufficient funds remain available in the relevant category of expendi-
ture, and ensuring that the expenditure is classified correctly.30

Stage 3: Acquisition and Verification
Goods and services should be accepted by the authorizing officer, who 
should then immediately verify that they are consistent with the contract 
or interdepartmental purchase request and generate documentary evidence 
for payment and audit purposes. If the country has an accrual accounting 
system, the expenditure is also recorded at this stage. Verification for pay-
roll purposes requires determining the eligibility of the recipient, which 
can be difficult in defense situations where there are variable hardship or 
danger pay allowances, and in fragile or conflict-prone situations where 
recordkeeping is lax. Moreover, many payroll requirements are provided 
for in statutory law or prior regulations, not individual contracts or agree-
ments. Particular problems related to “ghost soldiers,” undermanning, 
and payment arrears are discussed in the “Military Payroll” subsection 
that follows. Verification for the procurement of defense matériel and 
other goods can range from the relatively simple (verification of the deliv-
ery of bulk commodities in the quantities agreed upon) to the more detailed 
and difficult (verification of the performance of bespoke weapon systems 
against agreed-upon specifications).

Stage 4: Payment
Once delivery is verified, the authorizing agent sends a payment order to the 
accountant responsible for making the payment. The accountant may be an 
official at the ministry of defense, a military officer, or a ministry of finance 
official seconded to the ministry of defense, depending on the country’s 
institutional framework. In principle, the accountant is the only person 
empowered to handle cash and other assets, and is financially liable in cases 
of procedural error or fraud. At this stage, it is important to verify that 
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(i) the expenditure was properly committed, (ii) a competent person verified 
that the goods or services were received as expected, (iii) the invoice and 
other documents supporting payment are complete and correct, and (iv) the 
creditor is identified correctly.31 Once paid, an obligation is said to be liqui-
dated. If the country has a cash accounting system, the expenditure is also 
recorded at this stage.

The PER team should be aware that payment systems, like all systems of 
accountability, can break down in a conflict setting. Even when there is no 
open conflict, deployed forces may not have adequate controls in place—
because the required personnel or hardware is located at defense headquar-
ters or on base, or there is not sufficient time to establish or implement 
controls in the field, or operational commanders do not make financial 
management a priority. Still, segregation of duties is perhaps the single most 
important internal control for financial management. The PER team should 
determine whether it is exercised in practice by identifying the authorizing 
agents and accountants for all major programs and by ensuring that an 
adequate system of reporting is in place.

Under ideal circumstances, payment is made from a Treasury Single 
Account by electronic funds transfer, check, or cash. Use of a single account 
facilitates control of expenses and cash and helps maintain adequate fiscal 
balances, which can be particularly important in developing countries. 
Alternatively, the ministry of finance or treasury could transfer funds to 
the ministry of defense’s bank accounts, from which payment is then made 
to the vendor. Meanwhile, petty expenditures might be paid from an 
imprest account or cash advance that resides at the ministry of defense or 
subordinate military unit and is replenished as needed. Where institutions 
are weak, a broader range of activities might use imprest accounts and 
cash advances, but this practice creates corruption risks by reducing the 
number of people who have to sign off on any given expenditure.

Internal control is a practice designed to provide reasonable assurance of 
the effectiveness and efficiency of operations, the reliability of financial 
reporting, and compliance with laws and regulations. It comprises several 
features:

• The control environment, which establishes the basic structure and 
tone for the organization. In the military sector, it is heavily influ-
enced by the country’s level of economic development and the out-
look and behavior of senior ministry of defense and military 
officials.

• Control activities, which are specific policies and procedures that help 
ensure policy directives are implemented. In the military sector, con-
trol activities related to payroll and procurement are particularly 
important.

• Accounting and reporting systems, which support the timely identifi-
cation, capture, and sharing of information to enable policy makers 
and program managers to carry out their responsibilities. A modern 
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financial management information system (FMIS) can automate many 
of these tasks.

• Risk management, which is the systematic identification, analysis, 
and mitigation of program, operational, and financial management 
risks.

Internal Control

There are two main models that define the structure of internal control: (i) 
a centralized system characterized by ex ante control of expenditures by 
ministry of finance officials, called the Francophone system; and (ii) a 
decentralized system in which ministry of defense officials and military offi-
cers control expenditures subject to ex post monitoring, called the 
Westminster system. The country’s level of institutional development, its 
colonial legacy, and other factors influence which system it uses. In less 
developed countries, the centralized Francophone approach, with its ex 
ante controls, may make sense until the ministry of defense has established 
sufficient capacity to efficiently manage its own finances, and there is greater 
trust, transparency, and accountability in the management of public 
finances. Given the prevalence of off-budget revenues and expenditures, 
integrating the military sector into national PFM practices would imply 
greater central control of program implementation, at least in the short run. 
More developed countries likely use the decentralized Westminster model 
of control, in which there is ex post monitoring of expenditures through 
internal audit and other techniques. Decentralized systems are more com-
patible with a “managerial” approach to public administration, in which 
program managers are given discretion over how to achieve intended out-
puts within specific budget categories. An example from Mali is provided in 
box 3.13.

Control activities refer to a broad collection of specific policies and 
procedures that help ensure that policy directives are implemented in a 
cost-effective and efficient way. In general, financial controls seek to

• Establish responsibility for budget execution decisions to promote 
accountability

• Segregate duties related to authorization, payment, and recordkeep-
ing to reduce the risk of fraud or error

• Monitor transactions, either before or after obligations are made, 
to safeguard funds and ensure they are used for the purposes 
intended

• Document procedures and retain records, so that transactions can be 
audited and substantiated.

As with all the other PFM principles and practices discussed in this 
sourcebook, the military sector should be just as rigorous as the rest of 
government in financial control activities. Financial control activities should 
be practiced at each stage of the budget execution cycle, as described earlier 
(and shown in figure 3.4). That said, payroll and procurement require some 
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special considerations, discussed below, given the unique aspects of the 
military sector and defense function.

Military Payroll
Military payroll must be sensitive to the heightened security and corruption 
risks unique to the military sector. Payroll arrears are a particular concern; 
failing to compensate or adequately supply organized, armed personnel 
risks insurrection or predatory acts, including the collection of illegal 
“taxes” from the population. Military forces are meant to provide defense 
services and thereby promote security, but weak PFM can make military 
forces a source of insecurity. The relatively closed nature of the military 
hierarchy can also invite abuse. Chains of command should be separate 
from chains of payment, so that commanders cannot withhold pay or divert 
funds to illicit purposes. Finally, it is important to establish oversight mech-
anisms that prevent the use of conscripted (or volunteer) military personnel 
as labor for commercial or private enterprises.

Box 3.13 Mali—Highly Formalized Control Environment

According to the World Bank’s 2013 report on financial management in Mali’s security forces, Mali’s 

expenditure chain is highly formalized, but provides little autonomy to the technical directorates to 

exercise managerial authority. It is patterned on the Francophone model, with a four-step proce-

dure: (i) expenditure commitment, (ii) validation, (iii) payment order, and (iv) payment. In this 

system, only the public accountant can handle funds or securities. The public accountant is under 

the oversight of the Ministry of Finance and is personally and financially responsible for funds or 

securities missing from his or her till. The only senior account manager is the minister of finance; 

in the security sector, the only delegated secondary account manager is the director of the Finance 

and Equipment Directorate (DFM).

The technical directorates’ lack of autonomy in financial matters results in considerable inef-

ficiencies. All commitments and payments must pass through the DFM, unless paid from special 

imprest accounts. “Thus, when the Air Force wants to acquire a spare part for an aircraft, the 

request has to go first to the Air Force Chief of Staff, who passes the request to the Armed Forces 

Chief of Staff, who then submits the request to the DFM. Even if the appropriation is ultimately 

released, the decision-making process takes weeks, and the airplane remains grounded the entire 

time.” Purchasing is similarly inefficient: the DFM is responsible for developing a procurement 

plan and monitoring its execution, and the technical directorates are only marginally involved. 

“Thus, the director of the Army Supplies Directorate, specifically charged with providing uni-

forms to the troops, has never been involved in developing the specifications, nor in selecting the 

suppliers who provide camouflage uniforms to the forces. This results in inefficient spending: 

despite repeated requests each year by the Directorate, the same blue camouflage uniform is 

ordered year after year for the Air Force, even though it fades very rapidly and quickly becomes 

unusable or unpresentable.” Finally, even the technical directorates themselves are highly cen-

tralized. For example, a purchase request for a vehicle tire in the gendarmerie goes all the way up 

to the director general.

Source: World Bank 2013a, 35–36.
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Two problematic personnel practices have been repeatedly observed in 
the military sector: (i) undermanning of military forces to achieve budget 
savings, and (ii) keeping “ghost soldiers” on the military payroll to divert 
appropriated funds. Undermanning occurs when the military services fail to 
recruit sufficient officers and enlisted men and women to meet the require-
ments of the defense provision program. This can save money, assuming the 
full budgeted amount is not spent. However, the extra funds are often 
diverted to illicit or illegitimate ends, such as bonuses paid to general officers 
or senior defense officials. “Ghost soldiers” are military force personnel who 
exist only on paper; who are not trained or equipped to fulfill their roles; or 
who simply do not show up for work. These nonexistent forces obviously 
contribute nothing to the provision of defense services, but are allocated 

Figure 3.4 Budget Execution Controls

Stage 1:
Apportionment

•  Are there sufficient funds available?
•  Was the money appropriated for the purpose stated
   in the budget?
• Does spending reflect the program’s phasing schedule?

Stage 2:
Commitment

•  Was the expenditure approved by an authorizing agent?
•  Is the proposed expenditure provided for in the
   appropriation?
•  Are there sufficient funds remaining in the relevant
   budget category?
•  Is the expenditure classified correctly?

Stage 3:
Acquisition 

•  Were the goods or services received by an
   authorizing agent?
•  Were the goods or services delivered as expected?
•  Has documentary evidence established satisfactory
   delivery?

Stage 4:
Payment

•  Was the expenditure properly committed?
•  Did a competent person verify that goods or services were
  received?
•  Are the invoice and other documents requesting payment
   complete, correct, and suitable for payment?
•  Is the creditor identified correctly?
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salary payments that are then diverted to other, possibly illicit, purposes. In 
countries that lack veterans’, death, or disability benefits, payments to ghost 
soldiers can provide legitimate, if not officially authorized, relief. Often, 
however, payments to ghost soldiers enrich corrupt military or government 
officials. In any case, ghost soldiers represent a violation of the budgetary 
principles of comprehensiveness and accuracy, and undermine allocative 
and operational efficiency.

Systematic methods of verifying the number of personnel employed by 
the ministry of defense and the military services, and of linking salary and 
wage payments to actual employees, can help control related program and 
corruption risks. Possible reforms include using biometric identification to 
ensure payments are made to the correct individuals. However, ensuring 
that those individuals are sufficiently prepared and are present to fulfill 
their duties also requires institutional reforms and a commitment on the 
part of leaders to better outcomes. Segregation of duties is perhaps more 
important (see box 3.14 on the Central African Republic). In addition to 
mitigating the risk that troops will go unpaid (and perhaps revolt in con-
sequence), separating the chains of command and payment eliminates the 
risk that illicit gain—through undermanning or ghost soldiers—can be 
achieved without collusion. Another reform is to issue payments through 
electronic funds transfer to mitigate the risks associated with handling 
large amounts of cash, although this can be done only if the country’s 
treasury and banking systems are sufficiently developed, and if cultural 
norms allow. Finally, the relatively simple administrative control of 
 comparing unit rosters and payment requests with the personnel files 

Box 3.14 Central African Republic—Failure to Segregate Duties Creates Payroll Risk

According to the World Bank’s 2009 financial management assessment of the Central African Republic, 

the military’s personnel and salaries management chain is not fully computerized, and effective mech-

anisms have not been established to verify the authenticity or accuracy of personnel files and pay-

rolls. As a result, there is considerable risk that funds will be lost to mismanagement or corruption. 

Salaries are paid in cash to nearly 70 percent of military personnel. Under this system, cash is sent 

from the Treasury of the Directorate General of National Army Administration to the relevant director-

ate; it is then distributed to intermediaries known as “payeurs,” who are soldiers drawn from the 

units; finally, these payeurs redistribute the cash to the final beneficiaries without any supervision by 

competent accountants. Moreover, the state treasury receives no checklists from this practice.

The Ministry of Defense has established an antifraud committee and payroll monitoring commit-

tee to verify salaries based on documentary evidence, which has made it possible to clean up the files 

pertaining to military personnel strength and reduce the ministry’s payroll. Additional reforms are 

under way to ensure greater involvement of the banking sector. Despite these improvements, the 

system runs counter to the fundamental principle of segregating the duties of authorizer and accoun-

tant. The assessment therefore concludes that it should not be maintained and that the management 

of public funds should fall within the sole competence of the state treasury.

Source: World Bank 2009.
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maintained by ministry of defense personnel offices or the ministry of 
finance can prevent gross abuse while promoting managerial control, 
information gathering, and allocative efficiency in addition to promoting 
more immediate operational efficiency. To determine if undermanning or 
ghost soldiers are a concern, the PER team should itself compare staffing 
and payment data from various sources.

Defense Procurement
Procurement is the second area of special concern in defense sector budget 
execution. Like any other sector, the defense sector should require a full 
accounting of procurement transactions, and its records should be open to 
public scrutiny. As noted, goods and services procured should reflect the 
perceived security threat and support agreed-upon defense policy objec-
tives. Beyond that, special consideration might be necessary for the sensi-
tive nature or complexity of some defense sector items, and the country 
will have to abide by international laws that restrict certain types of defense 
spending.

The overriding objective of a public procurement system is to deliver 
value for money in the use of public funds, while adhering to principles of 
fairness, nondiscrimination, impartiality, openness to competition, and 
transparency. A generic procurement process therefore involves the follow-
ing steps:

• Defining clear requirements for the desired goods or services
• Defining clear technical quality specifications and standards
• Requesting proposals and tenders
• Adjudicating tenders according to preestablished criteria
• Selecting a preferred bidder
• Drawing up of a contract
• Placing the order
• Monitoring progress
• Receiving goods or services
• Verifying the quality of goods or services received
• Paying for goods or services
• Distributing goods or services to the relevant defense programs.

Defense procurement should follow standard government-wide practices 
for all nonsensitive items, including construction, clothing, food, fuel, vehi-
cles, and other equipment and defense matériel necessary to support military 
forces and defense administration. These nonsensitive items meet the great 
majority of defense needs. Integrating procurement on a sectorwide basis, or 
with other sectors of the government, could enable the military sector to 
increase monopsony power, consolidate and exploit government-wide pro-
curement expertise, and take advantage of corruption control mechanisms 
that already exist in other sectors or at the central procurement agency. As 
in any other government sector, major procurements in the defense sector 
should be subject to high-level consultation and legislative approval.
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Sensitive defense items might require special considerations unique to 
the military sector. Sensitive items include any of the goods and services 
 provided for under secret budgets, such as those supporting intelligence 
operations, as well as strategically important weapon systems that if 
denied by a foreign supplier would harm national security. In these 
cases, the military sector should focus less on minimizing the price it 
pays, and more on minimizing the risk that goods or services will not be 
delivered and that follow-up support and maintenance will be denied. If 
procurement is meant to be secret, the military sector will also have to 
curtail normal transparency requirements. If large enough, secret pro-
curement should still be reviewed by tender boards and be subject to 
high-level consultation and legislative approval, but this oversight can 
be accomplished in the confidential manner already described for budget 
formulation.

Among the defense procurements that require special considerations are 
major weapon systems, which from inception to final acceptance can take 
as long as 15 years. Given this long time frame, officials should devise 
means of controlling currency and economic risks to protect against adverse 
contingencies. Given the size of such procurements, there are likely to be 
multiple customers spanning numerous domestic military services (and 
potentially those of international partners as well); multiple contractors 
and subcontractors are almost guaranteed. To promote operational effi-
ciency and accountability, the authorities should establish rigorous over-
sight and anticorruption mechanisms with the authority and resources to 
review all parties involved. Given their complexity, such procurements 
should be overseen by interdisciplinary teams, including engineering, 
resource management, contracting, and quality assurance experts. 
Furthermore, quality control mechanisms should be established for each 
stage of development. Finally, defense procurement must consider the full 
life-cycle costs of procured weapon systems, including the specialized per-
sonnel needed to operate them and regular maintenance and upkeep costs. 
Major weapon systems can remain in service for decades, and defense bud-
get projections must reflect their true costs if macroeconomic and fiscal 
stability is to be achieved.

Defense procurement is constrained legally by international arms con-
trol regimes and strategically by the practices of international security 
partners. It is illegal to traffic in many types of arms, including nuclear, 
chemical, and biological weapons. Specific countries might also be subject 
to sanctions on small arms or dual-use technologies. Obviously, defense 
procurement should be bound by these strictures, and must necessarily be 
so if it is open and transparent. For strategic reasons, a country should 
procure weapon systems that are similar to those employed by its security 
partners, all else equal. Using the same ammunition or radar systems, for 
example, allows for interoperability. This will improve defense outcomes 
when national military forces operate in coalition with those of other 
countries.
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Accounting, Asset Management, and Reporting
Accounting, asset management, and reporting are necessary to ensure that 
funds are being spent for the purposes and in the manner intended, and to 
avoid loss of defense articles, which can undermine security. In terms of 
financial accounting, the military sector is similar to other government sec-
tors. Limited resources must be applied in accordance with the law in order 
to achieve allocative and operational efficiency. In terms of asset manage-
ment, however, the military sector is somewhat different from other sectors: 
because the tools with which it delivers defense services can also promote 
insecurity, defense program managers controlling stocks of arms and 
ammunition must adhere to more demanding asset-control standards than 
those prevailing elsewhere in government. Finally, in terms of financial 
reporting, the military sector should meet the same requirements as the rest 
of government. Special provisions might be made for secret-budget catego-
ries, but budgetary aggregates can and should be publicly released.

A core assumption in the national budget process is that military profes-
sionals have accurately, or at least reasonably, estimated the actual cost of 
providing the defense services covered in the budget. It is therefore expected 
that funds will be fully expended in the time allotted as the defense function 
is fulfilled. Here the difference between program execution and budget exe-
cution alluded to at the outset of this section is clear. For the purposes of 
program execution, it makes no difference if the military sector finds a way 
to provide the required level of defense services at a lower cost (through 
improved operational efficiency or other savings). For the purposes of bud-
get execution, however, any savings the military sector achieves should be 
translated into more defense services than initially agreed—up to the 
amount that the appropriation can afford. The ultimate objective is the 
same from a PFM perspective: full obligation of the appropriation by its 
expiration date, and liquidation of obligations as goods or services are 
delivered. If the budget estimates were accurate and savings were achieved, 
then the military will have supplied more defense services than planned. 
This could result in decreased budget allocations for defense in subsequent 
years if national policy makers determine that funds can be optimally allo-
cated elsewhere. Conversely, if there are cost overruns or if the ministry of 
defense fails to expend the entirety of its budget allocation, then defense 
services will be underprovided. In that case, the military sector may need 
additional funds in subsequent years to fulfill the defense function, or it may 
need to implement PFM reforms to achieve allocative and operational effi-
ciency. Finally, if budget estimates were wrong, effective accounting and 
reporting practices will be necessary to identify mistakes and make correc-
tions so that defense policy objectives can be reasonably aligned with 
resource requirements.

The most common measures of budget execution are the obligation and 
expenditure rates. The PER team should assess the extent to which the 
government monitors obligation and expenditure rates in the military sec-
tor, which agencies have access to the relevant reports, and how they are 
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used in policy making and budgeting. The PER team should also undertake 
independent analysis of obligation and expenditure rates over time and 
between institutional units within the military sector to compare them 
against similar calculations for other sectors of government. This type of 
deviation analysis will illuminate areas of weakness in PFM practices and 
institutional capacity and will also help explain the quality of defense ser-
vice delivery. Additional means by which to measure performance in the 
military sector are provided in the “Performance Measurement and 
Oversight” section of this chapter.

Accounting and reporting systems allow the ministry of defense to mea-
sure progress toward its prescribed budget execution goals, and allow the 
central government to manage its finances and overall fiscal balance. They 
also provide generalized and comparable information about the extent and 
efficiency of program implementation that can help the commander in 
chief, defense council, minister of defense, and other administrators manage 
the defense function, and that can enable the chief executive, council of 
ministers, and legislature to make informed judgments about trade-offs 
within the broader security and justice sector.

The military sector should meet the same standards of accounting as 
other government sectors do; standards will vary across countries depend-
ing on the level of economic development. Most developing countries 
continue to rely on cash-basis accounting systems, while many middle-
income and developed countries have accrual-basis accounting systems. 
Accrual-basis accounting is superior in several ways, but more difficult to 
implement:

• Cash-basis accounting relies on the manual recording of transactions 
as they occur, which requires no estimation and limited contract man-
agement. It is thus simpler than accrual-based accounting and can be 
more easily applied in countries where there are human capital con-
straints. But cash-based accounting provides no means of recording 
commitments or obligations, and therefore makes planning and cash 
management difficult. Moreover, it can be easily manipulated by 
changing the timing of transactions so that they fall within a particu-
lar budget period, thus increasing corruption and mismanagement 
risks.

• Accrual-basis accounting records revenues when funds are earned 
and records expenses when the funds are committed or obligated. 
This approach provides several distinct advantages for the minis-
try of defense, and should be encouraged when possible. Accrual-
basis accounting requires the valuation of assets and liabilities; 
depreciating assets, particularly weapon systems that last for 
decades, can more realistically portray military capabilities. This 
method also allows ministry of defense officials to report their 
net  financial position, inclusive of commitments, when finan-
cial  statements are prepared, regardless of whether debts were 
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actually paid in that respective period. Finally, it facilitates a 
comprehensive chart of accounts that records the assets and lia-
bilities of all defense sector entities, which can help protect against 
the illegal sale of military equipment and the “hollowing out” of 
military forces.

A well-functioning FMIS can be useful for monitoring and reporting 
budget implementation, if the underlying systems of budget classifica-
tion and accounting are in place. An FMIS can be broadly defined as a 
set of automation solutions that enable governments to plan, execute, 
and monitor the budget. Information typically captured by an FMIS 
includes approved budget allocations for both recurrent and capital 
expenditures; sources of financing for programs and projects; budget 
transfers; supplementary allocations; funds released against budgetary 
allocations; and data on commitments and actual expenditure against 
budgeted allocations. If the FMIS is integrated with other management 
systems—such as payroll—the database can be used to generate consoli-
dated daily reports on transactions and the ministry of defense’s finan-
cial standing.

In general, funds should be expended for the purpose and in the amounts 
provided for in the appropriations act. As discussed, the national budget 
formulation process is intended to promote allocative efficiency, and the 
allocations provided in law reflect agreed-upon defense priorities and mili-
tary requirements. Stability in funding is important not only for macroeco-
nomic and fiscal sustainability, but also for defense program performance. 
Unplanned transfers of money out of military training, for example, will 
undermine force readiness, directly reducing defense outputs and poten-
tially hurting defense outcomes.

In-year modifications to approved defense sector budget allocations 
should be subject to the same standards and procedures as similar modifica-
tions in other government sectors. These standards and procedures should 
be defined in law and regulation, and the PER team should identify the 
extent to which they are applied. Some issues which the PER team might 
encounter include the following:

• Arrears, or unpaid obligations, can occur if the government faces a 
cash shortage. The consequences can be severe in the military sector if 
troops go unpaid or service providers stop delivering matériel. Overall, 
it is a damaging way to effect budgetary “savings,” and should be 
avoided.

• Carryovers to the next budget cycle indicate the opposite problem 
of inadequate or slow budget execution. At the very least, excessive 
carryovers violate the budgetary principle of periodicity, but also 
likely mean that defense services are not being delivered at optimum 
levels.

• Virement, or transfers between budget categories, can be common 
in the military sector, depending on country context. Typically, 



220   Securing Development

the ministry of defense has a higher execution rate than other sec-
tors of government. Unspent allocations from other sector bud-
gets might therefore be applied to the military sector, especially in 
times of war. The government might also use unspent funds from 
other sectors to pay its military arrears, which can create corrup-
tion risks and which almost certainly undermines allocative 
efficiency.

Specification and predictability are very important budgetary prin-
ciples, specifically in developing countries where the resource envelope 
is tight and institutions lack the capacity to sufficiently review and 
approve extraordinary requests. Too many amendments to the mili-
tary budget during the budget execution cycle will weaken the credibil-
ity of the budget, but precluding all amendments is impractical for 
most developing-country contexts. To maintain flexibility, the minis-
try of defense should be free to reallocate within program activities as 
it sees fit, contingent on legislative reporting. Reallocating between 
programs or economic categories (from salaries to operations and 
maintenance, for example) may or may not require prior legislative 
approval depending on the country, but the legislature should always 
be notified on a timely basis and have the opportunity to raise ques-
tions or objections.

In terms of asset management, the military sector is unique: weapons, 
ammunition, and other sector-specific matériel are obviously dangerous 
to the health and welfare of the general public if they are not strictly con-
trolled. Defense matériel must also be available at the time and place 
required for military operations if defense services are to be effectively 
provided. Logistics is therefore a core military activity, and the PER team 
should assess the quality and appropriateness of logistics institutions, 
policies, and procedures, as well as defense sector systems of asset con-
trol. Whereas control activities in other government sectors have gradu-
ally moved away from physical assets toward financial assets over the last 
few centuries, physical assets remain critically important for the military 
(see box 3.15).

Finally, as in any sector, measuring performance and feeding that 
information back into the budget cycle is essential. These steps can be 
taken by the military hierarchy or by the specialized oversight agencies 
discussed at length in the “Performance Measurement and Oversight” 
section of this chapter.

Risk Management
Risks related to budget execution fall into two broad categories: opera-
tional risks and financial management risks. Military institutions should 
establish control activities targeted at each, based on methods used 
elsewhere in government. These activities should balance the expected 
costs of identified risks with the costs of controlling them. Operational 
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risks result from the increased use of supplies, equipment, and person-
nel during military operations; examples and possible mitigation mea-
sures are presented in table 3.16. Financial management risks depend 
largely on the overall quality of internal control measures already 
described, the availability of competent staff, the quality of accounting 
practices and FMIS, and the priority given to anticorruption and 
 integrity-development initiatives. Examples and possible mitigation 
measures are presented in table 3.17.

Box 3.15 Niger—Asset Management Institutions and Practices

According to the World Bank’s 2013 Public Expenditure Review of Niger’s security sector, asset man-

agement is a major challenge following the country’s fivefold increase in security investments in 

2010–2012. These investments have an enduring financial impact. Unless they are maintained, the 

investments will not be available for use, but maintaining them requires recurrent expenditures for 

supplies and human resources that could result in cuts to other sectors. A strong asset management 

capacity has two advantages: it helps ensure that equipment is efficiently allocated to operational 

units, and it helps reduce transparency risks and prolong the life of the equipment, which contributes 

to a better economic return on the investments.

Several departments in the Nigerien Armed Forces are responsible for managing equipment: the 

Central Department of Military Intendance, the Central Department of Equipment, and the Department 

of Infrastructure. The Central Department of Military Intendance purchases, transports, stores, and 

distributes equipment procured from the civilian market and also audits expenditures and stocks 

accounts. The Central Department of Equipment is responsible for armored cars and vehicles, muni-

tions, and the supply and accounting of equipment. Finally, the Department of Infrastructure is 

responsible for the supply, storage, and distribution of hydrocarbons. The police and gendarmerie 

have separate asset management and logistics departments, and pooled asset management between 

the security forces is not common. Overall, the personnel in charge of equipment are insufficiently 

trained, and departments could benefit from procedure manuals.

Internal control of asset management is largely on paper, and given the regular power outages 

and limited backup capacities, the weakly computerized system is likely to persist. When procured 

equipment is received and accepted, it is recorded in a central equipment registry; the Nigerien Armed 

Forces records its equipment in spreadsheets, while the national guard uses a Microsoft Word file. 

Depending on the type, the equipment is kept in central stocks until deployed or distributed directly 

to individual units. Recurrent needs, such as spare vehicle parts, are kept in stock and made available 

when requested. Other equipment is stocked on a quarterly basis or procured as needed. Inspections 

of equipment and stocks are usually conducted annually, but shortage of personnel means the 

planned periodicity is not always respected. Vehicle disposal is controlled by the Ministry of Finance, 

with revenues accruing to the Treasury. Weapons disposal is under the control of the Commission on 

Illegal Arms of the Economic Community of West African States. Finally, the responsibility for repair 

and maintenance depends on the degree of specialization required, ranging from the user of the 

matériel, to the company level, battalion level, centralized repair, and finally an external vendor. 

Maintenance of aircraft and armored vehicles is done by international service providers, whereas 

lighter vehicles are repaired domestically subject to public procurement rules.

Source: World Bank 2013b.
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Table 3.16 Sources of Defense Sector Operational Risk and Potential Mitigation Measures

Operational risk Potential mitigation measures

Increased rate 
of resource 
consumption

Maintaining military units on operations or at increased levels of readiness 
increases consumption of all associated support costs, such as food, fuel, 
ammunition, clothing, and personal allowances. These additional costs 
should be identified and calculated for each military unit involved to deter-
mine in advance the expected overall increase.

Urgent operational 
requirements (UORs) 
for new equipment

Requests for UORs should be subject to the same scrutiny as that given to 
equipment in the main equipment program; processing should be faster 
and more streamlined, but involve similar financial rigor. Where possible, 
UOR purchases should replace an item already identified on the equipment 
program in order to bring forward a purchase rather than add a purchase.

Repair or replace-
ment of damaged 
military equipment 
and facilities

At appropriate junctures, condition surveys of military equipment and facili-
ties should be completed to determine the size of the repair liability. The 
survey should trigger critical analysis to decide if the equipment or facility 
should be repaired, disposed of, or replaced. To complete this analysis effec-
tively may require a rapid review of the defense strategy in order to ensure 
the strategic context is still relevant. 

Remediation costs of 
military conflict

Postconflict remediation is a whole-of-government effort, and the first important 
control is to determine the extent of the military’s liability. In addition to those 
for repair and replacement, costs include medical treatment for injured soldiers 
and compensation payments to injured soldiers and those killed in action. 
These policies should be costed (if costing has not already taken place) and 
should be subject to tight deadlines for claims to ensure efficient verification.

Participation in an 
alliance, international 
military, or interna-
tional peacekeeping 
operation

Contributing nations receive payment for the military forces they deploy. 
Transparent calculation of this payment and monitoring to ensure that it has 
been fully settled are necessary to prevent any misuse of funds. Generally, 
these revenues should be paid directly to the ministry of finance or treasury, 
not the ministry of defense.

Table 3.17 Sources of Defense Sector Financial Management Risk and Potential 
Mitigation Measures

Financial 
management risk Potential mitigation measures

Excessive use of cash Military organizations with low-control environments may wish to use 
cash for payments, especially for operational reasons. The use of cash as a 
payment method should be minimized in favor of more secure and trace-
able payment methods. Where operational requirements necessitate cash, 
robust accounting, reporting, and security controls should be in place to 
prevent the misuse of the funds.

Asset management, 
including security of 
weapons and ammuni-
tion, military vehicles, 
food, office supplies 

Military organizations hold high volumes of equipment that need to be 
accounted for in robust ways to minimize loss. Robust equipment account-
ing procedures should be in place with controls for write-offs of equipment, 
especially specialized and high-value equipment.

Asset transfer from 
international security 
force, including UN 
peacekeeping forces

Transfer of assets may present the military with a substantial repair and 
maintenance liability for which it has neither the budget nor the expertise. 
Proposed asset transfers should be reviewed in the context of their fit with 
the stated defense strategy and supporting equipment program, available 
skilled personnel to operate and maintain the assets, and clear calculation 
of future maintenance costs and available budget.

(Table continues on next page)
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Table 3.17 Sources of Defense Sector Financial Management Risk and Potential 
Mitigation Measures (continued)

Financial 
management risk Potential mitigation measures

Disposal of military 
equipment, assets, 
and facilities

Clear authority and procedures for the disposal of military assets is neces-
sary to avoid misuse of funds from the receipt of proceeds. 

Role of the military in 
civil contingencies, 
including disaster 
relief, infrastructure 
development, public 
service strike

Military support to other government departments may result in some 
form of cross-charging to meet the military’s costs. Transparent calculation 
of this payment and monitoring to ensure that it has been fully settled are 
necessary to prevent any misuse of funds.

Contingent liabilities, 
including cleanup of 
military training areas 
and contaminated 
land in military bases

Military organizations can harm the environment by occupying base loca-
tions, conducting training, and carrying out military operations. Cleanup 
and restoration may be required when the military leaves land mines, 
ammunition-related debris, and stocks used in training and operations, or 
when land is contaminated by fuel spillage. In certain countries, stocks of 
nuclear, biological, and chemical weapons represent a safety and security 
risk as well as a substantial financial burden.

Fragmented (or insuf-
ficient) financial man-
agement information 
systems

This risk varies depending on the extent to which a military institution 
works jointly across organizational boundaries. Substantial duplication 
is possible where there are low levels of coordination and limited under-
standing of modern integrated systems. A strategic information technology 
development road map would chart the required information technology 
applications and indicate how they should be integrated and interoperate. 
This charting would include the core functions of accounting, budgeting, 
and commitment systems, along with human resources, payroll, pensions, 
and asset management. Coherent and comprehensive systems are a par-
ticular challenge for the military because of the geographic distribution 
of units and locations, mobility of soldiers transferred between units, and 
information security. Reconciliation checks should be used to ensure that 
the human resources list matches the payroll and that only retiring soldiers 
identified on that list are transferred to the pension list.

Performance Measurement and Oversight

Performance measurement and oversight of the defense sector are the means 
by which the public and the state determine whether the military sector is 
effectively and efficiently meeting nationally determined defense policy 
objectives. Performance measurement is a means to objectively, or at least 
systematically, assess the military sector’s proficiency in providing the 
defense function at an acceptable cost and to the benefit of society at large. 
Oversight is the process through which military performance is observed, 
interpreted, and reported to policy makers and the public. It is important to 
note that a PER team should use performance information if available, but 
not seek to generate that information. In some cases, expert assessments by 
specialists might substitute for numeric performance information.

The first half of this section discusses performance measurement in the 
military sector and provides performance indicators that can be used to 
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assess military accountability, effectiveness, and efficiency in terms of 
inputs, outputs, and outcomes. This sourcebook departs from the stan-
dard treatment of performance metrics by including accountability as an 
element that should be independently and systematically assessed. This 
approach is necessitated by the special requirements of defense, which is 
a pure public good, and of the military sector, which has operational con-
trol over deadly force. The effectiveness metrics presented are more clas-
sic means to measure sectoral performance and can be used in cost-benefit 
analysis. They are meant to provide insight into how well defense sector 
institutions are fulfilling the defense functions assigned to them. Finally, 
the efficiency metrics are meant to provide insight into how well defense 
sector institutions incorporate and exercise PFM principles and practices 
known to promote economy and operational efficiency across the whole 
of government. These indicators are not universally applicable, but rather 
should guide the development of indicators appropriate to the country of 
interest.

The second half of this section describes oversight of the military sector, 
with special attention to transparency requirements and the nonmilitary 
institutions involved. The central theme is that the military sector should be 
subject to the same standards as other sectors of government. Effective 
oversight requires transparency, which can be difficult to achieve in the 
military sector. It also requires an established framework of empowered, 
resourced institutions that can observe, understand, and share information 
about the military—a framework that is difficult to create in fragile and 
conflict-prone states. Secret information may require special consideration, 
but the ambit of what is considered secret should be well defined and rela-
tively small. Importantly, nonmilitary institutions, including the supreme 
audit authority and the legislature, must have access to all relevant informa-
tion, including secret information under special arrangements.

If performance measurement and oversight are successfully implemented, 
the information gleaned can be a valuable input for the policy-making pro-
cess. Performance measurement and oversight are therefore intimately 
related with budget formulation and budget execution. The PER team should 
think in terms of an ongoing cycle in which the central government allocates 
resources based on policy objectives and past performance, the military sec-
tor uses those funds to implement programs in pursuit of established objec-
tives, and the military’s performance in meeting those objectives is measured 
and reported to help decide the next round of resource allocations.

Performance Measurement

Three criteria for measuring military performance are commonly used32:

1. Accountability to a sovereign, elected civilian authority
 2. Effectiveness in achieving prescribed defense policy objectives or iden-

tified capabilities
 3. Efficiency in managing and using scarce public resources.



 Public Expenditure Reviews in the Defense Sector   225

An overview of performance metrics for accountability, effectiveness, 
and efficiency is provided in table 3.18. This collection of indicators is not 
meant to be exhaustive, but it should provide the PER team with a good 
basis on which to build a country-specific framework. Importantly, it fea-
tures metrics for inputs, outputs, and outcomes to facilitate cost-benefit 
analysis and strategic allocation of resources. Like any set of performance 
metrics, these are obviously limited by data availability. Measuring perfor-
mance can be especially challenging in conflict-prone and fragile states 
where data are scarce or unreliable.

These performance metrics are closely interrelated in the military sector, 
and weaknesses in one will lead to weaknesses in another. An unaccount-
able military can become a cause unto itself, using public and off-budget 
funds to enrich its members and employing force to decrease, rather than 
increase, public security. An ineffective military is one that fails to achieve its 
politically determined defense policy objectives, either because those goals 
are not coherent enough or otherwise adequate to appropriately address the 

Table 3.18 Overview of Performance Metrics

Inputs Outputs Outcomes

Accountability • De jure civil authority 
over the military

• Established policy 
process with 
institutional checks 
and balances

• Strategically informed 
resource allocation

• Free elections for 
legislative and 
executive posts

• Adherence to 
established budgetary 
principles

• Internal controls and 
external review for 
expenditure

• External scrutiny of 
defense sector audit 
reports 

• Change in 
perceptions of 
defense sector 
corruption and 
security service 
delivery

• De facto civil 
authority

Effectiveness • Defense sector budget 
(aggregate, per capita, 
and as a share of GDP 
and government 
receipts)

• Personnel authorized 
and resourced

• Security threats 
reasonably assessed

• Troops: recruited, 
trained, equipped, 
on duty (and 
interactions)

• Unit readiness 
assessments

• Tooth-to-tail ratio
• Hierarchy/rank  

balance
• (Specialized) training 

hours completed

• Ongoing conflict
• Homicide rates
• Country-led 

security provision
• Capability achieved

Efficiency • Quality of PFM 
regulations

• Adherence to budget 
execution principles

• Institutional 
framework for 
oversight

• FMIS integration

• Budget execution 
rates, with seasonal 
and program 
variability

• Unit costs
• Audit reports released 

to the legislature and 
public

• Fiscally sustainable 
defense provision

Note: FMIS = financial management information system; PFM = public financial management.
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country’s security threats, or because they are not accomplishable with the 
resources available. Finally, an inefficient military is one in which resource 
shortages result from fraud, waste, or abuse. Put simply, the military sector 
needs to be both accountable and effective to provide the defense function. 
To be accountable and effective consistently and at a sustainable and pub-
licly acceptable cost, the military sector must also be efficient.

These performance metrics relate to broadly applicable PFM policies 
and practices, as well as defense-specific concerns. Many of the institutions 
and metrics discussed below will be familiar from a generic PFM 
 perspective—particularly those related to efficiency—and can be usefully 
applied in any public sector. A central theme in this chapter is that the mili-
tary sector should not be exempt from government-wide PFM principles 
and practices, and performance measurement and oversight are no excep-
tion. Other institutions and metrics discussed below are more specific to the 
military’s ability to provide the defense function. By definition, most of 
these are related to military effectiveness, including force provision and 
readiness. Finally, accountability encompasses both PFM and functional 
aspects, but in different ways. The military sector should be held as account-
able as any other sector for meeting its PFM obligations, and common mea-
sures and diagnostics can be used for this purpose. However, functional 
accountability in the military sector requires special treatment. The military 
is unique in that the services it provides can be a source of both security and 
insecurity, and national defense is unique in that it is a pure public good.

Accountability
Accountability integrates the military sector into the broader political econ-
omy of a country, thereby ensuring that it fulfills its defense function rather 
than pursuing special interests or private gain. Military accountability 
requires that defense policy objectives are formulated at the highest levels of 
government; that those objectives are implemented reliably by an orga-
nized, hierarchical military institution; that the military chain of command 
ultimately reports to a civilian chief executive; and that the chief executive 
is elected by and answerable to the nation. The military’s subordination to 
civilian leadership is commonly reflected in constitutional law, but de jure 
protections are insufficient if the military sector subverts its role de facto. 
The concentration of deadly force in the military sector makes accountabil-
ity mechanisms especially important. The control of deadly force can allow 
military officers to intimidate civilian monitors, subvert financial manage-
ment and anticorruption mechanisms, dismantle systems of accountability, 
or compel the government to exempt the military from government-wide 
rules and regulations. In ethnically, linguistically, or religiously diverse 
countries, accountability is buttressed if the military is broadly representa-
tive of the national population.

Military accountability can be explained using a standard public service 
framework comprising three main actors: (i) the state, (ii) the service pro-
viders, and (iii) the public. As shown in figure 3.5, the state includes the 
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legislature and the chief executive, and could include advisory and coordi-
nating bodies like the cabinet of ministers and the defense council; service 
providers include defense policy and administration institutions and the 
military services; and the public are the nation’s consumers of defense ser-
vices. There are two ways to hold service providers accountable in this 
framework: the “short route,” through which the people interact directly 
with service providers, and the “long route,” through which the people 
interact with service providers via the state. For many private and some 
public services, the people can directly influence service providers through 
selection, voicing complaints, or withholding compensation. However, 
national defense is a pure public good—with no legitimate competitors and 
no way to assign costs directly to beneficiaries—so the short route is not 
viable for the military sector. Instead, the public must rely on the long route, 
wherein the state is an essential intermediary.33

For the long route of accountability to work, the military must answer to 
civilian authorities, which is a sector-specific way to say that there should be 
a clear separation between policy makers and service providers within gov-
ernment. Civilian authorities must decide policy to ensure that defense pol-
icy objectives and resource allocations are oriented to national interests, not 
the military’s corporate interests. This separation is evinced in the military 

State
Legislature: authorizes,
funds, and oversees sector

Chief executive: determines
defense policy objectives
and oversees activities

Cabinet of ministers,
defense council: 
advise on policy and
coordinate activities

Service providers
Ministry of defense:
interprets policy objectives,
devises military strategy,
coordinates sector activities

Military services:
devise military strategy,
provide defense services

Consume public-good
defense services

Public

Authorities,
funding, policy,
and oversight

Democratic
mandate

and advocacy

Defense services

Figure 3.5 Service Delivery Framework for Defense
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sector through historically grounded and internationally recognized norms, 
including the use of uniforms, the military’s hierarchical structure, and its 
unique professional standards. Problems arise when identities and incen-
tives are mixed. An extreme but all-too-common example occurs when a 
military officer is raised to a position of national leadership because of his 
ties with the military. If that officer and his supporters fail to hold elections 
or “doff the uniform,” the result is state capture by the military and the 
imposition of a military regime. These regimes are often justified on the 
basis of gross insecurity or institutional weakness in the rest of government. 
In the long run, however, military control of the state undermines defense 
provision by distracting military institutions from their sole legitimate 
objective, increases the risk of corruption by eliminating institutional checks 
on military activities, weakens provision of public services across govern-
ment by subverting accountability mechanisms, and ultimately undermines 
both defense provision and the strength of nonmilitary government institu-
tions. The failure to effectively separate military and civilian spheres is also 
detrimental in less extreme scenarios, including when preferential treatment 
is granted to the military sector during the budget formulation process. 
Only when policy maker and service provider are distinct can the policy 
maker direct service provision policies, review outputs and outcomes, and 
punish wrongdoing.

A second requirement for the long route of accountability is that the 
people be able to influence policy makers’ decisions and actions regard-
ing security provision through voting and advocacy. The state can have 
effective control over the military and still fail to have defense provi-
sion that benefits the public; totalitarian regimes of the 20th century 
are powerful examples. Democratic accountability means that the pub-
lic can hold the state to account for its policy decisions, administration 
practices, and program outcomes. Unfortunately, democratic account-
ability is often lacking in the developing world, particularly in fragile 
and conflict-prone states, where weak institutions or unrest might pre-
vent elections or limit the remit of the central government. Even when 
the state has control over all its territory and there is a well-functioning 
electoral system, significant swathes of the public—especially the poor 
and vulnerable—might not be able to influence political discourse 
regarding public services, including defense. This situation can occur 
when citizens vote along ethnic or ideological lines (irrespective of pub-
lic service provision), when they lack information on the quality of 
public services provided to them or others in the country, or when they 
do not trust that candidates can deliver on promises of better public 
services for lack of time or state capacity. The risk that the public will 
be unable to influence policy is elevated where the military is concerned, 
given its traditionally secretive nature and its control of deadly force, 
which enable it to contribute as much to insecurity as to security and to 
intimidate civilian monitors and the public more broadly. Only when 
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policy makers answer to the public can the public ensure that defense 
services are provided to their benefit.

A third requirement for the long route of accountability is the free 
flow of information, without which the state and the people are limited 
in their capacity to make informed decisions about the quality of secu-
rity service provision. This is another way of saying that accountability 
for the provision of defense services requires an accounting of the 
defense services provided. When insecurity is severe—as in war or civil 
strife—the costs for society are abundant and pervasive. But security 
outcomes are more difficult to observe and measure in times of peace. In 
such periods, performance metrics that focus on military readiness, cost 
efficiency, and institutional checks and balances are more useful. A list 
of such metrics for use by the PER team is provided in this section. Also 
provided in this section are profiles of oversight institutions and pro-
cesses that should be in place to promote transparency, the free flow of 
information, and the use of information to improve service provision. 
Only when such information is available to the state and the public can 
both actors fulfill their roles.

Finally, it should be noted that donors can be significant actors in the 
provision of security services in developing countries, particularly in frag-
ile and conflict-prone states. Donors influence security provision through 
dialogue with the central government and the military, through the proj-
ects they choose to support, and through their own PFM practices. It is 
therefore important for donors to promote good practice on governance, 
policy, and PFM if security service provision is to improve. Donors can 
undermine accountability if they make direct payments to the military—
for example by paying military salaries or funding weapons procure-
ment—without conditioning that assistance on nationally determined 
defense policy objectives or on military accountability to civil control. 
The PER team should also note that donors fall outside the standard pub-
lic service framework. They are potentially major contributors to the 
short-run provision of defense services, and their policies and actions 
must be taken into account, but they are not a substitute for long-run 
defense provision by the national government or for effective national-
level accountability.

Specific measures of accountability inputs include the following:

• De jure civil authority over the military, reflected in constitutional and 
statutory law

• Established policy process with institutional checks and balances, 
reflected in the strength of policy-making and oversight institutions 
and the manner in which they interact

• Strategically informed resource allocation, reflected in how faithfully 
defense sector resource allocations reflect nationally determined 
defense policy objectives.
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Specific measures of accountability outputs include the following:

• Adherence to established budgetary principles, described in chapter 2 
of this sourcebook

• Internal controls and external review for expenditure, including an 
adequate control framework, effective systems for accounting and 
reporting, and sufficient transparency

• External scrutiny of defense sector audit reports, which presupposes 
that oversight institutions are sufficiently resourced and empowered 
and is determined by the extent to which oversight institutions can 
share findings with policy makers and the public.

Finally, specific measures of accountability outcomes include changes in 
perceptions of defense sector corruption and the delivery of security ser-
vices. These are best measured through regular public opinion polls issued 
before and after reforms.

Effectiveness
Military effectiveness is a measure of the military sector’s ability to provide 
the defense function as defined by the nation’s defense policy. It is thus simi-
lar to the generic notion of sectoral performance found in the PFM litera-
ture, and performance-based budgeting would use measures of effectiveness 
to guide resource allocation. Military effectiveness is determined by the 
appropriateness of military strategy to achieving defense policy objectives, 
and by the resources—personnel and matériel—the military sector has to 
implement its strategy.

Measuring military effectiveness is extremely difficult because security 
requirements are different for each country and across time. As discussed, 
strategic interests and threat perceptions vary widely, depending on the 
behavior of a country’s neighbors and competitors, its economic constraints 
and goals, and its diplomatic agenda. At best, threat perceptions are risk-
weighted estimates of the impact of potential security-related events. But 
given the complexity of making such estimates, threat perceptions are often 
defined on a much less rigorous basis.

Defense outcomes are notoriously difficult to observe, let alone compare 
to inputs. Outcomes are most apparent when the military sector fails to 
adequately provide defense services, as in situations of chronic low-level 
insecurity, civil strife, or war. In such situations, the costs of insecurity to 
society are multifarious and potentially severe; people may avoid business 
investments for fear of expropriation, for example, or in the worst cases suf-
fer outright destruction of property and loss of life. On the other hand, it is 
difficult to attribute a benign security environment to any particular govern-
ment program. Measuring benefits for the defense function involves a host 
of low-risk but high-cost (even catastrophic) events. Beneficial outcomes 
result from a composite of defense programs. Moreover, as a public good, 
defense benefits are diffuse across society. Counterfactuals that try to deter-
mine what outcomes could be achieved if a specific defense program were 
eliminated or modified are therefore difficult to posit with any confidence.
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Given these difficulties, cross-country comparisons for the military sec-
tor will be problematic and should be used only to make broad generaliza-
tions or identify gross outliers. As noted, the optimum level and distribution 
of resource inputs varies across countries and across time. Moreover, the 
quality of military expenditure data is often poor, especially in fragile and 
conflict-prone states. Even if optimum inputs could be identified, it is diffi-
cult to determine whether resources are used as intended. Nonetheless, 
comparative statistics can help identify what is relatively normal given 
country characteristics. If the country of interest is well out of the ordinary, 
cross-country comparisons could highlight policies and institutions to 
reform or areas where the reallocation of public resources is necessary.

Country-specific assessments of military effectiveness should be firmly 
rooted in the country’s defense policy objectives and its military strategy. As 
discussed, there is no universal standard for military performance, and 
defense objectives and military strategy vary on a case-by-case basis. As 
conditions change, so too must the way in which military performance is 
assessed. The PER team must be able to identify the nationally derived 
defense policy objectives and military strategy, whether they exist formally 
or not. The PER team must then help program managers design perfor-
mance measures that are appropriate to the country’s current and future 
security threats and its particular capacities and strategy.

In weighing costs and benefits to assess military effectiveness, it will 
likely be easier and more helpful to focus on outputs rather than outcomes. 
In contrast to outcomes, specific outputs can be associated with specific 
inputs. For example, the number of army soldiers trained and equipped is a 
function of the resources allocated to army force provision and support 
programs. This approach avoids the difficulty of associating a security 
 outcome—such as border security or conventional deterrence—to the army 
force provision and support programs, or any other program. It also obvi-
ously highlights problems at the output stage, where progress might be 
challenging enough for fragile and conflict-prone states, instead of waiting 
until a later stage, when reform is even more difficult.

Finally, it is important to remember that complementarities are critically 
important factors in determining military performance. Put simply, a 
trained force that is not equipped will not be effective. Effective defense 
provision depends on a host of interactions among measurable (and per-
haps nonmeasurable) security outputs. At the most basic level, effective 
force provision requires success in recruiting, training, equipping, supply-
ing, and life support, and weaknesses in any one of those areas will under-
mine program performance. Likewise, effective force employment requires 
sufficient command and control, operational intelligence, logistics, and 
maintenance capabilities. Finally, effective strategy making and defense 
administration requires advanced systems of threat assessment, strategic 
intelligence, civil-military relations, policy planning, and defense budgeting. 
Output metrics should therefore be assessed in conjunction with one 
another, and never in isolation.
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Specific measures of effectiveness inputs include budget and staff 
resources allocated to defense programs. Defense sector budgets can be 
analyzed in numerous ways: in aggregate, per capita, as a share of GDP, as 
a share of government receipts, or as a share of government expenditures. 
Resource allocations to specific programs must be analyzed so that imbal-
ances can be identified and program inputs can be measured against pro-
gram outputs. Variation over time should also be assessed. Unpredictable 
budgets undermine service delivery; without a hard “floor” for resource 
allocations, shortages can hollow out military capacity or encourage mili-
tary institutions to look for extrabudgetary sources of revenue. Finally, per-
sonnel inputs can be measured in terms of authorized and resourced 
personnel for administrative, management, service support, and service 
delivery (military force) functions.

Specific measures for effectiveness outputs cover actual force strength, 
unit readiness assessments, and training hours completed. Force strength 
can be measured in many ways, and complementarities must be considered. 
Force strength is provided by the number of troops recruited, trained, 
equipped, and on duty, and the interactions of those terms. To determine 
the extent to which the military sector is meeting its force provision goals, 
these measures can be compared against the numbers authorized. They can 
also be compared against program budgets to identify resource shortages, 
which further investigation might link to incorrect resource assessments, 
waste, fraud, or abuse. Unit readiness assessments are used to determine 
how ready specific military units are to fulfill their function. In some sense, 
then, they are a composite of measures focused on individual personnel. 
However, they also include an assessment of how well a unit’s members 
work together and the quality of leadership. Unit readiness assessments are 
thus more subjective, but also more comprehensive and potentially useful, 
than individual counts of troop numbers. Finally, it might be useful to mea-
sure how many hours of training have been provided, or how many person-
nel have completed full training courses, in specialized subjects. This 
information can be especially helpful when new functional requirements 
are identified and forces to fulfill them must be developed, as is common in 
postconflict or SSR scenarios.

Specific measures for effectiveness outcomes refer to the scale and charac-
ter of ongoing conflict, homicide rates, or the status of country-led security 
provision. As discussed, measuring outcomes is difficult. However, the scale 
and character of any ongoing conflict can point to material or accountability 
weaknesses in the military sector that must be addressed. One approach 
used by studies of state fragility is to treat homicide rates as proxies for gen-
eral security conditions. In transitional countries, where defense services are 
provided by external actors or not at all, it is also helpful to devise some 
measure of a state’s progress in consolidating its monopoly of legitimate 
force. This can be done on a territorial basis, for example, where progress is 
registered when provinces are transferred to sovereign control as the nation’s 
military becomes capable of providing defense services.
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Efficiency
Military efficiency is a measure of the military’s ability to achieve intended 
outputs and outcomes in the most economical way possible, so that maxi-
mum utility can be gained from the scarce public resources allocated to the 
military sector. Efficiency is therefore chiefly focused on budget implemen-
tation, or how proficient the military is at carrying out agreed plans. 
Focusing on this aspect highlights the principal-agent dilemma of public 
service provision. Because efficiency is potentially less political than account-
ability or effectiveness, there should be less resistance from the central gov-
ernment and military leadership to devising and incorporating performance 
measures for it. There might, however, be resistance from military units and 
other service providers to fully accounting for the use and disposition of 
public funds, especially where corruption is prevalent.

Military efficiency is promoted by applying PFM principles and practices 
in the military sector, so the subject overlaps considerably with that of bud-
get formulation and budget execution already discussed. Indeed, much of 
the data necessary for measuring military efficiency can be collected through 
the comprehensive national budget process already described. This infor-
mation can then feed into audit and oversight reports. Efficiency suffers 
when resources are lost to fraud, waste, or abuse; all else equal, weaker 
technical capacity and greater corruption risks will be correlated with less 
efficiency. Measures of corruption risk outlined in annex 3B can therefore 
also be used to illuminate areas where reforms are needed.

Deviation analysis and public expenditure tracking surveys are two par-
ticularly useful techniques for assessing sectorwide or program-specific effi-
ciency problems. Both techniques derive from PFM analyses of other 
government sectors, but like many PFM methods, they are perfectly appli-
cable to the military sector as well. Deviation analysis looks at the differ-
ence between budgeted and actual expenditures to identify cases in which 
funds are not being used for their intended purposes. Deviations might be 
explained by institutional capacity weaknesses and the inability to execute 
programs, or they could signal fraud, waste, or abuse. In either case, opera-
tional efficiency requires correcting the problem so that funds can be 
expended as planned. Box 3.16 describes an analysis of Niger’s efforts to 
improve efficiency and increase budget execution rates.

Public expenditure tracking surveys can be used to measure and improve 
the flow of budgeted funds from the central government to the ministry of 
defense, military services, and operational commands. These surveys can 
thus provide a way to check the accuracy and validity of centrally collected 
data used in deviation analysis. They might also be used to encourage full 
military participation in the PER process. Increasing operational efficiency 
will increase military readiness, and therefore military effectiveness. This 
connection should provide a powerful incentive for professional leaders 
whose main challenge is implementation, not intent.34

Specific measures for efficiency inputs include the quality of the country’s 
PFM regulations, and in particular the military’s adherence to budget 
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execution principles. PFM principles apply at each stage of the policy and 
budget process. Military efficiency inputs depend in large part on how these 
principles are reflected in government regulations.

Specific measures for efficiency outputs include FMIS integration, 
deviation analysis, and unit costs. FMIS integration requires a full 
accounting of defense sector assets using standard codes, which may or 
may not be linked to budget classification codes used in the national 
budget formulation process. Full accounting reduces the risks of fraud, 

Box 3.16 Niger—Expenditure Rates for the Security Sector

According to the World Bank’s 2013 Public Expenditure Review of Niger’s security sector, the executed 

budgets in the security sector were smaller than the approved budgets in the 2003–2012 fiscal years, 

although the last two years analyzed for the ministry of defense showed improvement. For the entire 

period, 2003–2012, budget execution averaged 85 percent (see table B3.16.1). It declined in 2010, espe-

cially for the ministry of interior, because spending did not keep pace with the very large increase in 

the approved investment budget for that year. For the ministry of defense, budget execution improved 

remarkably to 93 percent in 2011 and 97 percent in 2012. Budget execution improved for the ministry 

of interior as well, but was more erratic—at 106 percent in 2011 and 96 percent in 2012. Overexecution 

in the ministry of interior was due to personnel spending, which was 132 percent of the approved 

budget in 2011 and 137 percent of the budget in 2012, while investment spending achieved just 55 

percent and 57 percent, respectively. Details of budget execution rates for Niger’s ministry of defense 

and ministry of interior are provided in table B3.16.1.

Source: World Bank 2013b.
Note: — = not available.

Table B3.16.1 Budget Execution Rates for Niger’s Ministries of Defense and Interior
percent

Sector Category 2010 2011 2012

Average

2003–2012 2010–2012

Defense Personnel 98 93 97 — 96

Operations 75 97 95 — 89

Transfers and subsidies 89 91 100 — 93

Investments 79 94 98 — 90

Treasury and special 
accounts

65 83 74 — 74

Total 83 93 97 87 91

Interior Personnel 97 132 137 — 122

Operations 90 94 94 — 93

Transfers and subsidies 100 100 76 — 92

Investments 13 55 57 — 42

Total 45 106 96 84 83

Security  
sector 

Total  63 98 97 85 86
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waste, and abuse. Accessible data also increase policy makers’ ability to 
make rational decisions regarding the application of public resources as 
threat perceptions and defense requirements evolve. Deviation analysis 
can be used to determine whether funds are being used for their intended 
purposes. Comparing the results for the military sector against other 
sectors within the country and against military sectors in other countries 
can highlight areas of concern. Finally, analysis of unit costs, particu-
larly unexpected operation, sustainment, or maintenance costs, can give 
a fuller picture of defense costs for ongoing and future programs.

One measure of efficiency outcomes is fiscally sustainable defense pro-
vision. Public services require public resources to supply and maintain 
them. This is especially true of defense, given that it is a pure public 
good. Defense can be extremely expensive in fragile and conflict-prone 
states, where fiscal bases are weak and there are aggravated security 
threats. In those cases, it is difficult to significantly modify assessments of 
security threats or resource requirements. The most feasible means to 
increase resource allocations to meet prescribed defense policy objectives 
is by improving efficiency. Achieving macroeconomic and fiscal stability 
while adequately providing defense services will require concerted appli-
cation of PFM principles and timely correction of exposed efficiency 
problems.

Oversight

Effective oversight requires fiscal transparency and the free flow of informa-
tion so that policy makers can make informed policy and budgetary deci-
sions. This applies to the military as well; the assumption that the military 
must keep its budget secret or free of political interference in order to effec-
tively provide the defense function is unfounded. Insufficient transparency 
or access to information undermines policy makers’ ability to make compe-
tent decisions and thereby hurts military effectiveness. Special consider-
ations can be made for confidential information, but exceptional treatment 
for the military sector as a whole is not justified.

Effective oversight also requires a framework of empowered, resourced, 
and competent institutions to monitor, analyze, and report fiscal and per-
formance data, and to hold service providers accountable for fulfilling their 
mandate. Without oversight institutions—namely internal and external 
audit and the legislature—there is no independent means to assess probity 
and performance, and service delivery problems will likely remain hidden. 
Likewise, without an ultimate accountability institution—the legislature—
it is impossible to guarantee that identified problems will be resolved.

Fiscal Transparency
Fiscal transparency is essential to holding the government accountable for 
the use of public resources. That includes funds allocated to the defense func-
tion, which can comprise a substantial part of the national budget in fragile 
and conflict-prone states. Ensuring that public funds support nationally 
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determined defense policy objectives mitigates many of the corruption risks 
common to the military sector and prevents its capture by malign interests.

Fiscal transparency is usually defined and assessed in terms of the avail-
ability and quality of information about the public sector’s past, current, 
and future fiscal activities, and the institutional arrangements that deter-
mine fiscal policies and outcomes.35 The benefits of transparency for society 
as a whole are widely cited; cross-sectional analyses have shown that coun-
tries whose public finances are more transparent have better fiscal disci-
pline, a lower perceived level of corruption, better credit ratings, and lower 
public sector borrowing costs. Defense is a core government function, and 
the military is an integral and costly part of the state. Standards of fiscal 
transparency are therefore just as crucial for the military sector as for any 
other public sector if the country is to meet its basic fiscal policy objectives 
of macroeconomic stability, allocative efficiency, and operational efficiency, 
discussed in the introduction to this chapter. More specifically:

• Macroeconomic stability can be guaranteed only if the national bud-
get is comprehensive, accurate, and disciplined. Given the impact of 
military expenditures on fiscal sustainability and the importance of 
security for poverty reduction and economic development, it is impor-
tant for the public to know aggregate spending in the military sector, 
and what these expenditures are expected to accomplish for the 
defense function.

• Allocative efficiency requires that policy makers base resource alloca-
tion decisions on agreed policy objectives. Divulging defense policy 
objectives through policy statements or white papers allows the pub-
lic (and the PER team) to determine the reasonableness of allocations 
and hold service providers accountable through the “long route” 
described earlier.

• Operational efficiency requires that service providers make the most 
of the scarce public resources appropriated to them. To this end, the 
military and the state must share information on the fiscal transac-
tions conducted to meet those defense policy objectives, including tax 
revenues, borrowing, and income from commercial activities, as well 
as budget allocations, actual expenditures, and the disposition of 
unspent funds. The state also needs to keep a comprehensive chart of 
accounts to record the assets and liabilities of government entities, 
including the military services, to protect against the illegal sale of 
military equipment and the hollowing out of military forces.

Transparency is important to the extent that it promotes accountability, 
effectiveness, and efficiency in the military sector. The PER team should 
therefore focus on transparency’s instrumental value, not its intrinsic value. 
Divulging information—even accurate information—that undermines oper-
ational effectiveness or adversely distorts the incentives of military officials is 
harmful. As noted previously, war plans, intelligence operations, and some 
small percentage of the military budget might legitimately be kept secret. 
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When assessing transparency, it is therefore necessary to distinguish between 
core PFM concerns and matters that are more purely military in nature. The 
planning and conduct of military operations and the assessment of military 
requirements are best addressed by military professionals, and will likely suf-
fer from full transparency. But that does not mean there should be no account-
ability. It is possible to implement a classification system that restricts 
legitimately sensitive information to those with a “need to know,” including 
select members of the legislature and other oversight institutions, so that 
accountability can be guaranteed through the “long route” discussed earlier.

Transparency obviously requires that information be made accessible to 
policy makers and the public. The PER team should assess the extent to 
which standard budget, fiscal, and oversight reports are routinely gener-
ated and disseminated. Examples of such reports are provided in table 3.19. 
Advances in technology and PFM practices have made it easier and less 
costly to share this information across government, including in the mili-
tary sector. An FMIS, for example, can provide a wide range of disaggre-
gated data on underlying defense transactions at a very low marginal cost. 
Similarly, publishing defense expenditure plans, budget proposals, and 

Table 3.19 Standard Budget and Oversight Products

Category Representative proposal, statute, or report

Budget 
formulation

Expenditure plans, including the medium-term expenditure framework and the 
economic development plan

Prebudget statement, presenting assumptions used in preparing the budget, fiscal 
aggregates, and sectoral allocations

Aggregated budget proposal, which lays out the policies and priorities for the fiscal 
year, including macroeconomic assumptions, revenue targets, expenditure alloca-
tions, and financing requirements according to established budget classifications, 
together with accumulated debt and state assets; might also include performance 
information

Budget as approved by the legislature, which incorporates any amendments made 
to policies and appropriations

Budget 
execution

Budget execution reports, which provide information of actual against planned rev-
enue, expenditures, and financing; should be published within one month of the 
close of the period to ensure timeliness

Mid-year budget reviews, where produced, including adjustments in resource 
allocations 

Year-end financial statements, providing information on actual revenue, expendi-
ture, and financing against the adjusted budget plan

Public procurement reports, including procurement plans, bidding opportunities, 
contract awards, and data on the resolution of procurement complaints

Performance 
measurement

Performance reports, which include information about policy objectives and 
resource inputs, along with the outputs and outcomes achieved by military services

Audit reports, prepared by the internal auditor or the supreme audit authority and 
made available to the legislature and the public
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budget laws on the Internet can greatly reduce costs associated with print-
ing and distributing hard copies and provide the public with more timely 
access.

There could be legitimate reasons to restrict public dissemination of bud-
get details or audit results if the underlying program is secret, but at a mini-
mum the military must fully disclose information to relevant executive 
branch policy makers at the ministry of defense, defense council, and office 
of the chief executive and to cleared members the legislature. Restricting 
information to the military hierarchy alone undermines the service provid-
er’s accountability to the state. In the great majority of cases where the 
underlying military program is not secret, there should be full public dis-
semination of audit results so that the military can benefit from the insight 
of civil society and multilateral actors and so that the public has the means 
to hold the state accountable. Outsized budgets, critical audit reports, nega-
tive performance reviews, and any other potentially embarrassing informa-
tion should not be suppressed simply because it is harmful to defense sector 
interests. For the military to be effective in providing security services to the 
public, it must be accountable. Accountability requires the free flow of 
information—especially when there are problems with performance or 
efficiency.

To facilitate accountability, the information made accessible must be 
timely, relevant, and reliable. Information is timely if it is accessible when 
necessary to influence the decision-making process or monitor progress in 
implementation. Long delays can prevent learning and necessary correc-
tions in policy objectives, resource allocation, and program implementa-
tion. In fragile and conflict-prone countries, conditions can change rapidly, 
and policy makers and the public must be kept abreast. Information is rel-
evant if it is presented in a way that meets the needs of users, which vary 
based on institutional role and context. Standard budget documents and 
audit reports will cover most needs, but policy makers in particular might 
need more detailed or topical information. Finally, information is reliable if 
it accurately and comprehensively represents the government’s policy objec-
tives, revenue projections, and expenditure estimates. The reliability of bud-
gets in particular will be undermined if the government or military services 
fail to adhere to the budgetary principles discussed in the chapter 2.

Importantly, the public must also be able to understand the available 
information.36 Ensuring that fiscal information is understood can be espe-
cially problematic in fragile and conflict-prone states where human capi-
tal is low. In these cases, the role of donors in supporting good PFM 
 practices—and setting a good example in their own conduct—is even 
more significant. More generally, understanding can be promoted by the 
limited use of jargon and the publication of “citizen budgets” that use 
simple language to describe defense policy, military strategy, and resource 
allocations. The PER team should also be mindful that a lack of human 
capital within government could undermine the processes described in the 
pages that follow, because those institutions require staff knowledgeable 
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of fiscal and military matters to fulfill their roles. Means to improve 
human capital are beyond the scope of this sourcebook and largely irrel-
evant to the conduct of a defense sector PER. Nevertheless, acknowledg-
ing this constraint illustrates the endogenous relationship between security 
and development and the long-term importance of improving PFM prac-
tices in the military sector, thereby encouraging accountability, effective-
ness, and efficiency in service delivery.

Finally, it should be reiterated that security is a public good, and military 
accountability therefore depends on the ability of the public to act through 
their legislature. An informed public is still powerless if the legislature is not 
democratically accountable or if the military is not subject to civilian 
oversight.

The Legislature
In a functioning democracy, the legislature is the most representative gover-
nance institution, with the most direct connection to the citizenry. If the 
executive is inattentive or unresponsive to the public interest, there is a risk 
that military power will be abused. Moreover, the public cannot act directly 
to ensure military accountability, because defense is a pure public good. 
A legislature that is properly empowered, resourced, and motivated is there-
fore an essential check on executive power and a critically important anchor 
for military accountability. More specifically, the legislature needs to have 
the sovereign authority to make laws and see them enforced. Without this 
authority, the legislature cannot punish illegal or abusive behavior or rem-
edy wasteful practices.

Especially in fragile and conflict-prone countries, the executive often 
lacks accountability and can be repressive in the exercise of its powers. In 
these cases the legislature might be unable or unwilling to provide oversight 
of the defense sector. This lack of oversight can undermine public trust in 
formal security institutions, thereby undermining the state’s monopoly of 
force. If major security sector or financial management reforms are to suc-
ceed, it is essential to support legislative capacity and effectiveness and to 
build political will to engage on military issues. The consequences of weak 
legislative oversight in Liberia are described in box 3.17.

The legislature is responsible for establishing the legislative framework 
for oversight and for reviewing and acting on oversight products. The leg-
islative framework for oversight builds on the legislative framework for 
budget and PFM (discussed earlier) through an audit law (or equivalent), 
which authorizes audit institutions and sets auditing and reporting require-
ments; an anticorruption law (or equivalent), which authorizes anticorrup-
tion institutions and sets standards; and an access-to-information law 
(or equivalent), which authorizes information commissions and establishes 
transparency requirements. In addition to authorizing and mandating the 
supreme audit institution, the legislature also approves the appointment 
and removal of its head, approves its budget, and oversees its performance. 
In a well-functioning system, there is regular coordination between the 
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 legislature and the supreme audit institution on substantive matters as well. 
The legislature receives and reviews financial, compliance, and performance 
audits; refers matters to the supreme audit institution for investigation; and 
fosters cooperation between the supreme audit institution and other gov-
ernment entities, including the military. As with all of the PFM practices 
discussed in this sourcebook, the military should be subject to the provi-
sions of oversight legislation, and audits of the military sector should be 
regularly reviewed by the legislature.

In less democratic countries, exceptions might be made for the mili-
tary sector in legislation or oversight practice. This double standard 
undermines the comprehensive approach advocated above, and thereby 
hurts accountability, effectiveness, and efficiency. There is no legitimate 
reason why the military should receive exceptional treatment, aside from 
the limited provisions for secret information already discussed. Even 
then, the audit and anticorruption agencies should be able to review and 
report on military activities, and legislative oversight is necessary to 
ensure accountability.

Box 3.17 Liberia—Weak Legislative Oversight

According to the security sector Public Expenditure Review (PER) carried out by the World Bank and 

United Nations during Liberia’s security transition, legislative oversight of the security sector is weak.

In the Senate, the Committee on National Defense, Intelligence, Security and Veteran Affairs is 

responsible for common defense, including arms, armament, recruitment, promotion, service pay 

and other benefits of military members, and the size and composition of the Armed Forces; the 

Ministry of Defense and all military activities; strategic and critical materials, including weaponry 

necessary for common defense and military functions; and the Ministry of National Security, National 

Security Agency, National Bureau of Investigation, and all other security services/agencies installa-

tions. The Senate committee includes subcommittees on defense, intelligence and security, and vet-

eran affairs.

In the House of Representatives, the Committee on National Defense is responsible for common 

defense, including arms, armament, recruitment, and service; the Ministry of Defense and all military 

activities; pay, promotions, retirement, and other military benefits; the size and composition of the 

Armed Forces; military installations and strategic and critical materials and weaponry; and military 

dependents and war veterans. Meanwhile, the House of Representatives Committee on National 

Security and Intelligence is responsible for the national intelligence activities of all ministries and 

agencies of government, as well as matters related to checkpoints in the country and international 

arms control and disarmament.

The joint PER found these committees to be weak and ineffective in exercising authority due to a 

lack of permanent staff, poor capacity, and weak governance. The PER concluded that the lack of civil-

ian oversight contributed to informal or facilitation payments and corruption, which in turn reduced 

public access to security and justice services, undermined public trust in security personnel, and 

limited public recourse to the formal justice system.

Sources: World Bank and United Nations 2012; Legislature of Liberia, Senate; Legislature of Liberia, House of 
Representatives; Legislature of Liberia, House of Representatives.
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Finally, the legislature should as a matter of course conduct oversight of 
the military sector itself, as it would for any other government sector. This 
core responsibility of the legislative branch is intended to ensure that the 
government and its agents use their powers and resources in ways that 
respond to the needs and interests of all members of the nation. Legislative 
oversight of the military sector should be similar to that for other sectors, 
with special considerations made for secret programs. In all cases, the exec-
utive branch and public officials should be obligated to provide justifica-
tions for and information about their policy decisions and activities—through 
mandatory reporting, response to public questioning of defense officials 
and military officers on defense administration and program performance, 
and provision of testimony or documentation during investigations of the 
military sector. Secret information should not be shared in an open format, 
but rather reviewed by cleared members of the legislature in closed hear-
ings, confidential reports, or confidential annexes to publicly available 
reports. Such reviews will most likely be done by the legislature’s defense 
committee, or equivalent. Budget matters might be overseen by the finance 
committee, or equivalent, as well as the defense committee.

External Audit
Most countries have supreme audit institutions that are mandated to 
independently review the central government’s fiscal accounts. Variously 
called auditors general, boards of supreme audit, or the like, supreme 
audit institutions provide a valuable external oversight role— monitoring, 
assessing, and reporting on defense sector issues related to accountabil-
ity, effectiveness, efficiency, and whatever else is within their mandate. 
The specific institutional form varies by country. In the United States, for 
example, the Government Accountability Office reports directly to the 
U.S. Congress. In the United Kingdom and many Commonwealth coun-
tries, the Auditor General is usually an officer of Parliament. In Central 
Europe, the Court of Accounts has audit authority, as well as judicial and 
prosecutorial powers.

Audits generally fall into one of three categories: (i) financial audits, 
(ii) compliance audits, and (iii) performance audits. Financial audits review 
agencies’ financial statements to provide reasonable assurance that they are 
true and fair according to national standards. Compliance audits review 
agencies’ adherence to established regulations, and can thus be particularly 
helpful in fragile states. And performance audits review management sys-
tems and processes to determine how economical and effective agencies are 
in meeting their assigned policy objectives. If other aspects of the PFM 
system are strong, supreme audit institutions can diagnose problems, iden-
tify systemic issues, and focus on materiality and risk. If PFM systems are 
weak, supreme audit institutions that are appropriately empowered and 
resourced can support reform, especially in areas such as accounting and 
reporting.
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According to the Open Budget Initiative, in most countries the supreme 
audit institution has de jure authority to audit the military sector.37 This is 
not a new phenomenon for more developed countries. Indeed, there is a 
long tradition of auditing the military sector, dating back to 17th-century 
Europe, when militaries consumed the bulk of government resources and 
state survival depended on improving efficiency. Given the institutional 
weaknesses of fragile and conflict-prone states, the PER team will probably 
not encounter robust external audit institutions. Weak audit institutions in 
Mali are described in box 3.18.

External audit standards are set by an international body known as the 
International Organization of Supreme Audit Institutions, and national 
regulations are established in statutory law or regulation on a country-by-
country basis. Audit standards, like those in the U.S. government’s 
“Yellow Book,” provide an objective, transparent methodology for col-
lecting and analyzing information. More information can be found at the 
International Organization of Supreme Audit Institutions’ website (see 
table 3A.4 in annex 3A). These standards do not guarantee legality and 
accuracy of the transactions audited, but they do provide some level of 

Box 3.18 Mali—Security Forces Not Subject to External Oversight

According to the World Bank’s 2013 financial management assessment, Mali’s military and internal 

security forces are in practice not subject to external oversight; all of the external monitoring bodies 

avoid using their oversight powers for issues related to the security forces. The review determined 

that this situation encouraged the development of “extra-procedural practices” and should therefore 

be redressed.

The Office of the General Auditor, created in 2004, had never carried out a compliance verification 

in the Ministry of Defense, despite its large size and the fact that all other important departments had 

been the subject of such missions. One of the obstacles to external oversight, according to the General 

Auditor, was uncertainty surrounding the concept of an “official secret.”

The accounts section of Mali’s Supreme Court is responsible for assessing accounts maintained 

by the government accountants and determining whether they conform to the country’s finance 

laws. The office is understaffed, with only 13 counselors for more than 1,000 accounts per year. 

Moreover, personnel in the accounts section do not have the status of a judge and the wages are 

not attractive. In recent years, the accounts section has not specifically reviewed Ministry of 

Defense accounts, and only an aggregate administrative account is transmitted by the Ministry of 

Finance to the court when the finance law is examined. Even so, the accounts section was able to 

determine that CFAF 2 billion paid by the Ministry of Defense in 2011 was not supported by docu-

mentary evidence.

Parliament was similarly ineffective. Staffing is inadequate, with only one staff assistant for the 

defense commission. Moreover, a request for an on-site oversight mission in 2011 was rejected by the 

Office of the President. Finally, the General Inspectorate of Finances, which has 17 agents and is 

tasked with monitoring the accountants and administrators, has not recently inspected the military or 

internal security forces, according to the best knowledge of the chief inspector.

Source: World Bank 2013a.
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assurance, especially when applied in a risk management approach. 
Unfortunately, international standards are frequently not met in the mili-
tary sector, especially in fragile and conflict-prone countries. In these 
countries, military secrecy and the military sector’s disproportionate polit-
ical influence may make it difficult to gain access to necessary information, 
to publicly disseminate audit reports in a timely manner, and to ensure the 
political independence of external audits.

Internal Audit
Internal audit is an independent, systematic evaluation and assurance 
practice that is intended to improve an agency’s risk management, con-
trol, and governance processes. In contrast to the systems of internal con-
trol discussed earlier, internal audit is conducted after expenditure has 
been incurred. In contrast to external audit, internal audit reports to the 
minister of finance or the minister of defense, not the legislature. The 
objective of internal audit is to improve agency performance and effi-
ciency, not necessarily to find fault or facilitate democratic accountability. 
Internal audit’s more circumscribed mandate and reporting requirements 
might therefore make it more palatable than external audit to defense sec-
tor leadership. However, for internal audit to improve efficiency and 
effectiveness, there must be efficient and reliable systems of accounting 
and financial reporting and a clearly defined management structure within 
the ministry of defense. Internal audit will not be effective in a country that 
lacks internal controls or managerial accountability. Ultimately, only 
accountability to the legislature and the public— facilitated by external 
audit and financial and performance reporting—can ensure optimal 
outcomes.

There are two basic models for internal audit in the public sector: 
 centralized and decentralized. In the centralized model, the chief inter-
nal  auditor reports to the minister of finance, and ministry of finance 
 personnel—seconded to the ministry of defense and military services or 
centrally located—conduct internal audit activities for defense programs. 
In the decentralized model, the ministry of defense and military services 
have their own internal audit departments reporting to the minister of 
defense. Centralized internal audit is more common in Francophone and 
Central European countries, whereas the decentralized model is common 
in Anglophone countries.

Internal audit standards are set by an international body known as the 
Institute of Internal Auditors, and national regulations are established in 
statutory law or regulation on a country-by-country basis. The ministry 
of finance generally has more influence over internal audit regulations and 
practices than it does over external audit—especially in the centralized 
model, since it provides the audit staff. More information can be found 
on the Institute of Internal Auditors’ website (see table 3A.4 in annex 3A). 
A case in which internal audit did not meet international standards is 
described in box 3.19.



244   Securing Development

Annex 3A: Public Expenditure Review (PER) Resources

Table 3A.1 PER Resources 1: Military, Defense, and Development Data Sets

Resource Description

World Bank
World Development Indicators (WDI)
http://databank.worldbank.org / data/

The World Bank’s WDI contains 1,300 indicators and spans 
every country in the world. Public sector indicators focus on 
conflict and fragility, defense and the arms trade, and policy 
and institutions, and they can facilitate country comparisons 
(in total armed force personnel, for example); sustainability 
assessments (such as military spending as a percentage of 
gross national income or revenues); and state fragility (as 
measured by the strength of institutions).

World Bank
Country Policy and Institutional 
Assessment (CPIA)
http://data.worldbank.org/indicator 
/ IQ.CPA.PUBS.XQ

The CPIA data set (also available in the broader WDI) rates how 
conducive countries’ policies and institutional arrangements 
are to sustainable growth and poverty reduction. The World 
Bank classifies a situation as “fragile” if the average CPIA 
score is less than 3.2 or if a UN or multilateral peacekeeping 
or peacebuilding force was present during the last three years.

(Table continues on next page)

Box 3.19 Central African Republic—Internal Audit Does Not Meet Standards

The World Bank’s 2009 financial management assessment of the Central African Republic found that 

internal audit for the Ministry of Defense failed to meet international standards of professionalism 

and independence. In 2005, the Inspectorate General of the National Army (IGAN)—the main agency 

for internal audit in the Ministry of Defense—was attached directly to the defense minister’s depart-

mental staff. The office was led by a lieutenant, had a staff of five, and received operational resources 

from the defense minister. Its oversight authority depended on the trust of the minister, and was 

limited to the administrative and financial control of management; the office may also have exercised 

some control over exceptional revenues derived from benefits granted to private actors. The chief 

weaknesses of the IGAN were its precarious legal authority, funding, and stature within the military 

hierarchy. Its existence and resources derived from the defense minister and were not provided 

for  in  law. And even with the support of the minister, it was difficult for a lieutenant to stand his 

ground during audits and command respect from officers three or four levels his superior in the 

 normal hierarchy.

The IGAN reflected a broader trend in the security sector, where presidential, interministerial, and 

ministerial general inspections had been replaced with new authorities in which the executive had 

more faith. The result was a mix of small inspection or auditing departments with no link between 

them and without any guarantee of compliance with international standards. This trend created a 

number of weaknesses, including auditors’ lack of independence from the executive hierarchy; the 

absence of an auditing approach based on thorough and objective risk analysis; the absence of plan-

ning and approval for annual audit plans by a higher echelon; a lack of professionalism and training 

among auditors; and the absence of respect for adversarial proceedings. These weaknesses, in turn, 

made detecting fraud and irregularities more difficult, and increased the risk that members of the 

defense hierarchy would use internal inspection and audit offices for personal or political purposes, 

and not to improve defense efficiency or outcomes.

Source: World Bank 2009.
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Table 3A.1 PER Resources 1: Military, Defense, and Development Data Sets (continued)

Resource Description

Stockholm International Peace 
Research Institute (SIPRI)
Data portal
http://www.sipri.org/databases

The SIPRI data portal includes a military expenditure data-
base for 172 countries since 1988, allowing comparison of 
countries’ military spending.

Correlates of War (COW)
Data sets
http://www.correlatesofwar.org/

COW data sets include lists of interstate, intrastate, and 
nonstate wars; national military capabilities; formal alli-
ances; and other topics related to military power, conflict, 
and international affairs. 

Uppsala University Department of 
Peace and Conflict Research, Uppsala 
Conflict Data Program (UCDP)
Battle-Related Deaths Data Set
http://ucdp.uu.se/

The UCDP data set includes conflict-year and dyad-year 
information on the number of battle-related deaths in con-
flicts from 1989 to 2012.

Transparency International
Government Defence Anti-Corruption 
Index
http://government.defenceindex .org/

This index of defense sector corruption risks is based on a 
sample of 82 countries in response to a 77-question ques-
tionnaire. The website includes the questionnaire, data, and 
country-specific reports.

Table 3A.2 PER Resources 2: Defense Costing

Resource Description

North Atlantic Treaty Organization 
(NATO)
“Methods and Models for Life Cycle 
Costing”
http://www.cso.nato.int/Pubs/RDP 
.asp?RDP=RTO-TR-SAS-054

This technical report, prepared by NATO’s Research and 
Technology Organization, provides a comprehensive review 
of life-cycle costing methodologies, from the conceptual 
phase through disposal. 

U.K. Ministry of Defense
“Guide to Investment Appraisal and 
Evaluation”
https://www.gov.uk/government 
/ uploads/system/uploads/attachment 
data/file/27385 / jsp507.pdf

This guide assists practitioners in appraising and evaluat-
ing defense investments; it includes advice on building a 
business case, forms and models of appraisal and evalua-
tion, cash-flow models, hidden costs, and cost-effectiveness 
analysis, as well as separate chapters on fixed assets, per-
sonnel, and other operating costs.

U.S. Defense Security Cooperation 
Agency
Excess Defense Articles Database
http://www.dsca.mil/programs/eda

This database of over 10,000 defense-related items autho-
rized for sale by the U.S. military can be used by the Public 
Expenditure Review team to estimate the acquisition costs 
of specific items.

Norwegian Initiative on Small Arms 
Transfers (NISAT)
Small Arms Trade Database
http://legacy.prio.no/nisat

NISAT’s database includes over 1 million records of weap-
ons imports, including unit cost where available. In addi-
tion, the website hosts a large collection of articles on 
small-arms issues.
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Table 3A.3 PER Resources 3: Planning for DDR and DSR

Resource Description

UN Disarmament, Demobilization, and 
Reintegration [DDR] Resource Center
Integrated DDR Standards
http://www.unddr.org/iddrs.aspx

This website hosts the integrated DDR standards 
(IDDRS), operational guide, and briefing note for 
senior managers. Section 3.41 of the operational 
guide addresses finance and budgeting.

Geneva Centre for the Democratic Control 
of Armed Forces (DCAF)
The DDR-SSR Nexus
http://www.dcaf.ch/Project 
/The-DDR-SSR-Nexus

This website provides analysis of the intersection 
of DDR and security sector reform, including a 
module designed for the IDDRS and applications to 
Afghanistan and Africa.

UN Department of Peacekeeping Operations
Policy: Defense Sector Reform [DSR]
http://www.un.org/en/peacekeeping 
/ documents/2011.17_Defence_Sector _Reform 
_Policy.pdf

This policy is intended to guide UN DSR efforts. 
It outlines parameters and components of DSR 
support and highlights linkages to security sector 
reform and other public reform initiatives.

Organisation for Economic Co-operation 
and Development-Development 
Assistance Committee (OECD-DAC)
International Support to 
Post-conflict Transition
http://www.oecd.org/dac/incaf 
/ internationalsupporttopost -conflicttransition .htm

This guidance provides recommendations to 
improve the speed, flexibility, predictability, and risk 
management of transition assistance.

Table 3A.4 PER Resources 4: International Standards for External and Internal Audit

Resource Description

International Organization of Supreme 
Audit Institutions
http://www.intosai.org/

This website provides standards for external audit 
agencies and hosts a journal covering external audit 
issues. 

Institute of Internal Auditors
https://na.theiia.org/Pages/IIAHome.aspx

This website provides more information on internal 
auditing, including standards and practice guides.

Annex 3B: Defense Sector Corruption Risks

Table 3B.1 Defense Sector Corruption Risks

Type of risk Indicators

Political Defense and security policy: ability of individuals or groups to manipulate the policy 
process for illicit enrichment

Defense budgets: lack of transparency and openness for defense budgets; lack of effec-
tive internal and external auditing; lack of clarity on revenue sources and expenditures

Natural resources: improper exploitation of natural resources by the military 

Organized crime: penetration by organized crime of defense sector institutions; lack 
of policing or awareness of the threat by the government

Intelligence services: inability to hold intelligence services accountable; nonobjective 
selection criteria for senior appointments

Export controls: lack of transparent or well-scrutinized arms control policies and practices

(Table continues on next page)
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Table 3B.1 Defense Sector Corruption Risks (continued)

Type of risk Indicators

Financial Asset disposal: lack of effective controls, transparency, or independent scrutiny of 
asset disposals and proceeds of sale

Secret budgets: large percentage of defense budgets dedicated to secret spending; 
inability of the legislature to review secret expenditures; lack of auditing or legislative 
review of audit reports; prevalence of off-budget expenditures

Military-owned businesses: prevalence of beneficial ownership by the military of com-
mercial businesses; lack of independent scrutiny of the military’s business activities

Illegal private enterprise: illicit use of public funds or service personnel for private 
gain; payoffs from private enterprises to military services for protection services

Personnel Leadership behavior: failure to publicly commit to anticorruption measures; absence 
of visible disciplinary sanctions for corruption; lack of whistle-blowing incentives and 
protections; failure to sufficiently vet or rotate personnel in sensitive positions

Payroll, promotions, appointments, rewards: lack of accuracy or transparency in per-
sonnel numbers, pay rates, and allowances; failure to provide full timely payment; 
absence of an objective, transparent process for senior appointments and promotion

Conscription and recruitment: evidence of accepting bribes to avoid conscription or 
to secure preferred placement; lack of policies or sanctions to deal with observed 
instances

Salary chain: evidence of “ghost soldiers”; failure to separate chains of command 
from chains of payment

Values and standards: nonexistent or noncomprehensive code of conduct; failure to 
enforce the code of conduct or to provide evidence that breaches are sanctioned; lack 
of regular anticorruption training

Small bribes and favors: failure to discourage facilitation payments

Operations Disregard of corruption in country: absence of anticorruption measures in military 
doctrine; lack of training for commanders on corruption issues in deployment

Corruption within mission: failure to deploy trained professionals to monitor conduct

Contracting: lack of guidelines and training in contracting corruption risks

Private security companies: prevalence of private security companies; lack of stan-
dards and oversight

Procurement Government policy: unclear procurement legislation or military exemptions; fail-
ure to disclose needs assessment, implementation, or asset disposal procedures; 
absence of oversight mechanisms, standards for military suppliers, or public disclo-
sure of purchases

Capability gap and requirements definition: procurements not derived from a 
transparent, audited defense strategy or from clearly identified and quantified 
requirements

Tender solicitation, assessment, and contract award: lack of competition in procure-
ment; failure to regulate or audit tender boards; failure to outlaw collusion

Contract delivery and in-service support: failure to train or empower procurement 
staff or to sanction corrupt practices; absence of complaint mechanisms for suppliers

Offset contracts: failure to explicitly address corruption risks in offset contracts; lack 
of transparency or competition in offset contracts

Agents/brokers: lack of policies regarding the use of procurement intermediaries

Subcontractors: lack of requirements that subcontractors adopt anticorruption 
program

Seller influence: evidence of political influence in procurement decisions

Source: Adapted from Transparency International U.K., Defence and Security Programme 2013.
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Annex 3C: Integrity Scores for Geographic Regions, 
Income Groups, and Selected Fragile and Conflict-Affected 
States, 2013 

Table 3C.1 Integrity Scores for Geographic Regions, Income Groups, and Selected Fragile 
and Conflict-Affected States, 2013

Integrity score

Political Financial Personnel Operations Procurement Overall

Region North America 83 73 91 70 77 81

Europe and Central Asia 58 57 59 39 51 55

East Asia and Pacific 54 44 59 38 49 52

Latin America and 
Caribbean 54 51 54 29 50 51

South Asia 32 33 51 27 35 37

Sub-Saharan Africa 26 21 36 18 26 27

Middle East and North 
Africa 23 21 36 15 25 26

Income 
group

High income 58 59 64 40 54 57

Upper middle income 39 34 45 26 37 38

Low income 29 24 41 23 29 31

Lower middle income 27 20 35 15 25 26

Fragile 
state

Bosnia and Herzegovina 47 45 53 55 41 47

West Bank and Gaza 37 23 50 19 45 39

Afghanistan 39 22 34 35 17 31

Iraq 26 7 28 5 28 23

Côte d’Ivoire 17 14 34 5 23 21

Zimbabwe 14 5 29 20 18 18

Congo, Dem. Rep. 11 0 19 10 21 14

Yemen, Rep. 9 0 14 5 9 8

Eritrea 3 5 14 13 3 7

Libya 9 3 6 0 0 5

Syrian Arab Republic 1 0 6 10 3 3

Fragile states average 21 15 29 17 21 22

World average 42 39 49 28 40 42

Source: Transparency International U.K., Defence and Security Programme 2013.
Note: Transparency International reviewed 82 countries in 2013, and not all fragile states identified by the 
World Bank were assessed. The overall integrity score is calculated from the scores for individual questions, 
and is not equal to the average of the five categories.

Annex 3D: Methodology for Costing Defense Operations 
in Low- and Lower-Middle-Income Countries
Introduction: Methodology and Assumptions

This analysis provides general guidance on how to approach the fixed, vari-
able, and procurement costing for national defense operations. Unlike 
upper-middle- and high-income economies, where defense and finance 
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ministries can leverage historical data and sophisticated methodologies 
acquired over time to realistically determine security sector costing with a 
certain degree of accuracy, countries with less experience or just coming out 
of fragility may find such an exercise very challenging, if not impossible, 
mainly due to lack of data or capacity.

In such circumstances, ministers of finance or defense will likely 
have questions about how best to cost the performance of smaller-scale 
contingency operations and other military operations besides war.38 
Acknowledging that there is no perfect science for answering these ques-
tions, this annex aims to serve as a reference for defense budgeting pro-
cesses. In particular, for international development professionals and policy 
makers engaged in evaluating or planning a country’s defense budget, it 
offers analysis and benchmarking of established and functional defense sys-
tems that are part of economies at various levels of development.

Controlling for income-level classification, the analysis undertaken here 
estimates median defense operating costs in low-income and lower-middle-
income countries at 1.5 percent and 1.8 percent of GDP, respectively. 
Procurement costs are covered in a separate analysis, given that prices of 
weapon systems and other technological equipment are internationally 
fixed and cannot be adjusted for a country’s price index.39

The annex is organized in three sections. The first section covers operat-
ing costs by area of expenditure—personnel, operations and maintenance 
(O&M), and investments. The second section specifies procurement costs 
for providing a unit with basic equipment and logistics in order to make it 
operationally ready. The third section describes how military compensation 
is reflected in the national budgeting process and public wage bill. It also 
compares personnel costs across countries and further compares these costs 
with the cost of living in selected countries.

The analysis uses data from economies at various levels of income (fol-
lowing the World Bank’s income-level classification)40 that have decent 
defense capabilities and data availability on military spending, cost of liv-
ing, and public sector compensation.

In order to make the study useful to low- and lower-middle-income 
countries, defense spending is expressed as a share of GDP. The study also 
breaks down total operating costs by area of expenditure—personnel, 
O&M, and investments—as a share of total operating costs.

To estimate as realistically as possible the cost of military personnel, sti-
pends and other allowances in selected countries are benchmarked against 
respective cost of living. The goal is to show how much of a burden cost of 
living is to military compensation, on average, so that planners have a con-
sistent rationale in determining how much to compensate their military.

Figures and costs estimated in this annex should be considered as indica-
tive only.

Operating costs refer to a basic defense system, used for conventional 
operations only (i.e., no nuclear weapons, no cyber activity, no unmanned 
systems, etc.) in a context of peace and daily routine activities, such as 



250   Securing Development

scheduled training, administrative tasks, and normal work time, usually in 
line with other sectors of the public administration, except for those on 
duty for force protection (e.g., headquarters and compound guards, 24-hour 
on-site patrolling, etc.).

A typical defense system is made up of several branches, such as army, 
navy (except for landlocked countries), and air force. In some countries, 
armed forces also include military police (e.g., gendarmerie, carabinieri, 
etc.) and special operation forces (e.g., U.S. Marines). In this annex the 
armed forces consist only of a land component, with its typical assets, such 
as tanks and armored vehicles; consideration of an air component is limited 
to support and logistics operations (as opposed to offensive capabilities, not 
covered here). However, the principles can apply to other branches of the 
military, albeit the cost ratios may significantly differ (in both the navy and 
air force, for example, expenditure is skewed more toward equipment and 
weapon systems—warships, aircraft, and their weapons and communica-
tion/identification systems—than to personnel).

How a land component is formed depends on the country’s geostrategic 
and regional contexts. These contexts may skew choices for weapon sys-
tems and organization. For example, a country facing a possible threat 
mainly composed of tanks may create an army whose anti-tank assets are 
more substantial than its infantry or motorized transportation. On the 
other hand, if a state mainly needs to counter terrorism, it may opt for an 
organization dominated by infantry and fast, motorized armored vehicles, 
and so on. At the same time, an organization type is also shaped by a coun-
try’s national strategy, which can be primarily defensive, primarily offen-
sive, almost neutral (Switzerland), or somewhere in between. A state may 
prefer protection over rapidity or vice versa, may want to limit its opera-
tional sphere to domestic territory or have expeditionary ambitions, etc.

Defense’s Operating Costs

Based on data on military spending41 and GDP, and controlling for income 
level, median operating costs for defense in low- and lower-middle-income 
countries are estimated at 1.5 percent and 1.8 percent of GDP, respec-
tively42 (figure 3D.1 and figure 3D.2).

Defense Budget
The budget allocated to the defense sector is entirely sustained by a govern-
ment because defense is a pure public good43 and cannot be privatized 
(privatization of defense would fail because of the free-rider issue).

The annual budget for defense is determined on the basis of the 
following:

• Medium- to long-term planning based on perceived threats to national 
security and consequent need to adapt the military instrument

• National strategy
• Need to be competitive in the job market to attract qualified 

candidates
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Figure 3D.2 Defense Spending as a Share of GDP in Lower-Middle-Income Countries, 
2005–2014 Average

Sources: Calculations based on 2016 Stockholm International Peace Research Institute (SIPRI) data and World Bank 
World Development Indicators (WDI).
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Figure 3D.1 Defense Spending as a Share of GDP in Low-Income Countries, 
2005–2014 Average
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• Need to retain high-quality employees through benefits and other 
advantages (compared to those offered by other sectors of the econ-
omy, including the private sector)

• Geopolitical context
• International obligations to neighbors (bilateral obligations) and to 

multilateral organizations.

Defense appropriations are normally constrained by a country’s devel-
opment objectives in other sectors, such as health, education, social protec-
tion, and infrastructure, among many others.

Composition of Defense’s Operating Costs
The defense sector’s operating costs are allocated to three different areas of 
expenditure:

1. Compensation for personnel, which comprises base pay plus other 
extras, and in some countries pensions (in other countries pensions 
are managed by the ministry of defense)

 2. O&M, which takes into account operations, training (initial and 
recurrent), logistics, and maintenance

 3. Investments in infrastructure, equipment, transportation, weapon 
systems, and warfare doctrine44 (figure 3D.3).

Source: Calculations based on 2016 NATO data.
Note: Within alliances, smaller countries tend to “free-ride,” spending less than larger countries even as a 
fraction of GDP. Iceland does not have defense forces and is not included. Albania, Bulgaria, Romania, and 
Turkey are upper-middle-income countries; the rest are high-income. Albania and Croatia joined NATO in 2009 
(a factor accounted for in the analysis).

Figure 3D.3 Composition of Operating Costs in NATO Countries, by Area of 
Expenditure, 2008–2015 Average
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The allocation of funds over the three areas of expenditure is decided 
(and proposed) each fiscal year by a country’s ministry of defense and gen-
erally depends on the following:

• The defense budget as negotiated with the ministry of finance
• The country’s national strategy, defense policy, and planned future 

use of the armed forces
• The requirements for membership in international organizations45

• The need to keep the stock of weapons and equipment up to date and 
operational

• Security considerations mainly associated with the changing geo-
political context (real or perceived) and equilibria, geography,46 etc.

Normally, personnel costs constitute the bulk of defense spending, unless 
a country is involved in high-intensity operations, in which case O&M 
could actually trump the other two areas of expenditure.47 Figure 3D.3 
shows operating costs for NATO countries by expenditure type.

Personnel Costs
Personnel costs include compensation and allowances for military 
 employees. As figure 3D.4 shows, the share of total military compensation 
decreases from the “officer” down to the “enlisted” category. Despite being 
fewer in number, officers usually receive the largest share of total compensa-
tion, mainly due to higher per capita pay and higher allowances. Figure 3D.4 
also includes compensation for generals within the officer  category, though 
given the substantial gap between colonels (the most senior commanding 
officers) and generals (who are categorized as “general officers”), generals’ 
compensation could be considered an outlier. Notwithstanding their large 
numbers, enlisted receive the smallest share of compensation, likely because 
their unitary allowances and bonuses are lower in monetary terms, but also 
because their per capita base pay is relatively much smaller.

Operations and Maintenance Costs
Costs for O&M—that is, employment and use of the organization— 
represent the second component of the total operating costs. They include 
both initial training for new entries (schools, academy, training centers, 
etc.) and recurrent training for active duty personnel, which is normally 
conducted each fiscal year in order to keep units operationally ready and 
prepared for real-world operations. As mentioned, the budget for this type 
of activity is set annually, based on previous fiscal year reports on results 
and estimated future needs. O&M costs also cover maintenance and logis-
tics, works on infrastructure (such as maintenance, repairs, remodeling, 
new construction, etc.), funds to compensate for overtime and other 
engagements that affect personnel’s normal daily activity (including relo-
cation), cleaning (usually by private companies), and other contingencies. 
Finally, costs for injuries and accidents occurring while on duty are also 
included in this category. All these components of O&M costs are shown 
in table 3D.1.
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Table 3D.1 Operations and Maintenance Costs as a Share of Total, 
by Component

Component Percentage

Basic training and military exercises 4.7

Maintenance and support 48.0

Infrastructure 2.5

Miscellaneousa 43.3

On-duty accidents fund 1.5

Source: Calculations based on ministry of defense data from European Union countries 
(average).
a. Category includes personnel relocation, overtime, manual labor, cleaning, and other 
contingencies.

Source: Ministry of defense data for selected NATO members 
(average 2015–2016).
Note: ENL = enlisted; NCO = noncommissioned; OFF = officer; 
WO = warrant officer. Personnel costs include compensation and 
allowances.

Figure 3D.4 Distribution of Personnel Costs, by 
Personnel Category

ENL
9.9%

OFF
44.6%

NCO
20.5%

WO
25.0%

Investment Costs
Investment costs are the third area of expenditure for operating the defense 
sector. They are further split into research and development (R&D), which 
constitute only 2.5 percent of investment costs, and modernization and ren-
ovation, which constitute 97.5 percent. Specifically, modernization refers to 
maintenance of the defense’s stock (i.e., vehicles, equipment, technology) 
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to keep it efficient while not being used (this is done to maximize resources’ 
return on investment, while minimizing economic losses due to nonuse). 
Renovation refers to new acquisitions, particularly of new technology and 
more advanced equipment systems.

Investments comprise several areas meant to maintain the military at a 
high level of operational readiness and efficacy, including command, con-
trol, and communications, which allow political/military decision makers 
to direct and manage operations based on their objectives, as well as areas 
related to mobility, logistics, and overall efficacy (table 3D.2).

Equipment and Unit Procurement Costs for Light Infantry

The list of equipment, vehicles, weapons, and communications systems pre-
sented in table 3D.3 is for a light infantry organization, which also includes 
artillery, combat service support, logistics, and other supporting units.

The weapons shown for infantry are standard, whereas those for artil-
lery include just mortars, tactical anti-tank missiles, tanks, and other light 
mechanized vehicles. The transport vehicles category covers only armored 
vehicles, both mechanized and wheeled, and anti-explosive ordnance utility 
vehicles. In addition, given its undeniable importance, a possible air service 
support—comprising standard transport helicopters only, mainly for trans-
port of troops/supply and medical evacuations—is also part of the list. 
Finally, the command and control network is assumed to integrate all 
defensive elements into one command center at the national level. Notably, 
the list does not include acquisition of spare parts or manufacturer support 
plans (usually sold with systems).

Strategic systems such as an army’s combat air support, medium/heavy 
artillery batteries, satellite communications and mapping, missiles, and 
many other technologically advanced weapon and communications sys-
tems have not been included. In addition, there is no army aviation combat 
support wing in the table of equipment. Finally, cost of equipment for 
specific counterterrorism/counterinsurgency is presented at the level of the 
battalion (about 300 troops).

Table 3D.2 Investments by Operational Capacity as a Share of Total

Operational capacity Percentage

C4-ISTAR 14.3

Deployment and mobility 7.7

Accuracy and effectiveness of engagements, 
survival, and force protection

26.9

Logistics sustainability and general support 49.4

Scientific research 1.7

Source: Calculations based on ministry of defense data for European Union countries 
(average).
Note: C4-ISTAR = command, control, communications, computers, intelligence, 
surveillance, target acquisition, and reconnaissance.
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Table 3D.3 Table of Equipment for a Light Infantry: Unitary Costs

Weapon systems and equipment Unitary cost (2015 $)

Infantry weapons

Gun 460

Rifle 160

Light machine gun 4,890

Medium machine gun 6,600

Heavy machine gun 14,000

Artillery weapons

Anti-tank missiles (1 launcher, 24 missiles) 402,733

81 mm mortar 91,669

120 mm mortar 115,067

Tank destroyer 2,215,032

Howitzer 4,500,000

Main battle tank 3,912,264

Vehicles

APC/AFV 9,870,000

Infantry fighting vehicle 7,200,000

Light multirole vehicle 3,340,000

Cavalry

Helicopter (reconnaissance/transport) 3,567,065

Operational equipment

C4Ia 3,600,000

Weapon systems and equipment for COIN 
operationsb 56,285

Individual combat systemc 1,150

Source: Data from NATO member countries, 2015.
Note: The prices shown are international prices. APC/AFV = armored personnel carrier/
armored fighting vehicle; C4I = command, control, communications, computers, and 
intelligence.
a. C4I is meant here as one system for the entire organization and is considered as 
centralized at the national/government level.
b. This item includes special equipment for COIN (counterterrorism/counterinsurgency) 
operations, including special combat vest, vehicle protection, MOOTW (military operations 
other than war) weapons, special ammunition and explosives, night goggles, urban 
combat equipment, and precision systems for sniper.
c. This item includes regular combat uniforms, combat and bullet-proof vests, and other 
regular equipment for conventional operations, including chemical, biological, radiological, 
and nuclear defense. The unitary cost reflects the fact that some equipment (such as types 
of night goggles, flashlights, grenade launchers, and anti-explosive systems) is included at 
the squad level (7–8 troops).

Military Compensation

Military compensation is a component of personnel costs and is normally 
included in the central government public wage bill.48 Like compensation 
in any other sector of the public administration, military compensation is 
regulated and established through a concerted agreement involving the rel-
evant ministries (in this case defense and finance/treasury) and the executive. 
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More specifically, the ministry of defense and the ministry of finance (or any 
other government agency in charge of determining budget appropriations) 
determine a certain base pay and other benefits and allowances, in a con-
certed agreement, usually valid for one fiscal year.49

Notwithstanding a rather large number of military unions (some 32 
associations or unions represent military personnel in over 24 European 
countries),50 few if any governments permit military collective bargaining 
on matters concerning salaries.51 There are, however, extensive mechanisms 
to facilitate joint consultation on virtually all factors that affect military 
work and conditions of employment. These are mainly for the sake of mili-
tary discipline and operational efficiency.

Unfortunately, systematic and comparable information on public sector 
employment and wages, and on how they are regulated, is not easy to come 
by, both because of issues with data availability and because of the different 
terminology used by governments to indicate the same category. These prob-
lems are especially evident in the defense sector. One difficulty is that some 
countries include paramilitary personnel among civilian employees, while 
others consider them part of the military. Some countries consider local gov-
ernment employees paid from the central budget as local government staff, 
whereas others designate these as central government staff. Finally, it is not 
possible to consider nonwage allowances and other monetary benefits uni-
formly because certain countries include them in the wage package while 
others include only the basic salary.52 Figure 3D.5 shows a generic represen-
tation of a country’s public sector structure.

Finally, in an organization made up of professional volunteers,53 the 
compensation regime is primarily based on the attempt to match to the 
extent possible the armed forces’ manpower requirements with the national 
supply of human capital. A compensation regime has the objective of being 
competitive relative to other sectors of the economy so as to increase the 
quality of the workforce. It can also be adjusted by manipulating personnel 
intake (such as by retirements) to increase the per capita share, all else equal.

Military Compensation and Organizational Structure
Compensation reflects the workforce structure (hierarchy) and depends on 
rank, tenure (seniority), specialty, location, and employment type (routine 
versus deployment).

Personnel employed in the army are grouped in three categories in func-
tion of their role. Each of the categories includes a subhierarchy of different 
ranks.54 These are mainly determined by tenure and level of education.

Commissioned officers have a leadership role and operate as command-
ing officers at various levels of the organization. Warrant officers include 
middle-level personnel, primarily with a managerial role to provide coordi-
nation and management of troops. In some instances, high levels of seniority 
make a warrant office more important than an inexperienced junior officer. 
Enlisted personnel and noncommissioned officers represent the operational 
workforce that undertakes most of the organization’s several activities. 
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Total public employment

SOE employees

Armed forces
Total civilian

central government
Total subnational

government

Total health
employees

Total education
employees

Often known as
“civil service”

Permanent
employees

Permanent
employees

Temporary
employees

Temporary
employees

Daily paid
employees

Total police

General government

Education

Health

Police

Civilian central
government

excluding
education, health,

and police

Education

Health

Police

Subnational
government

excluding
education, health,

and police

Source: World Bank 2000.
Note: SOE = state-owned enterprise.

Figure 3D.5 Public Sector Structure

The organization is pyramidal, with most employees at the “enlisted” level 
(table 3D.4 and figure 3D.6).

Compensation Structure and Salary Payment Types
Military compensation typically includes basic pay, allowances, and bene-
fits. Basic pay depends solely on rank and years of service (experience). In 
some countries, allowance is not considered as income and is therefore non-
taxable. The most important allowances are for subsistence and housing. 
The sum of basic pay, allowances, and tax advantage from the nontaxable 
status of allowances is called “regular military compensation.” This may be 
supplemented by specialty pay—explained further on—or (in some coun-
tries, including the United States), by incentive pay for reenlistment, which 
seeks to minimize turnover and retain experienced personnel.
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Table 3D.4 Army Personnel, by Category, Rank, and Function

Category Rank Main role

Officers General Command units and provide leadership

Colonel

Lieutenant  
colonel

Major

Captain

Lieutenant

Warrant officers Warrant officer 1 Provide overall management and coordination

Warrant officer

Noncommissioned  
officers

Staff sergeant Manage personnel, mainly enlisted and new entrants

Sergeant

Corporal

Enlisted Private Perform various tasks, depending on skill and 
specialization

Source: Calculations based on 2014 data for NATO member 
countries (averages).
Note: ENL = enlisted; NCO = noncommissioned; OFF = officer; 
WO = warrant officer.

Figure 3D.6 Light Infantry’s Composition, by 
Category

ENL
61.0%

OFF
13.8%

WO
16.9%

NCO
8.3%
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In addition to the base pay, military personnel at all levels receive other 
direct and indirect economic compensation.55

Types of direct monetary compensation include the following56:

• Specialty pay. This is pay for dangerous or risky specialties, such as tank 
officer or rotating/fixed-wing pilot; artillery, cavalry, or infantry; para-
trooper, submariner, special forces, etc. The more technologically 
skilled, dangerous, and challenging the job, the higher the specialty pay.

• Bonus. Each rank gets a bonus, depending on the years spent in that 
rank: e.g., a major who has held that rank for three years gets the 
same pay as a major of two years, plus a bonus for the additional year 
at that rank. A major of four years gets a higher bonus, etc. When the 
major is promoted to lieutenant colonel, the cycle starts over.

Types of indirect monetary compensation (benefits) include the 
following:

• Housing allowance. When personnel move anywhere in the world, 
the administration pays an amount to cover housing. For example, 
if  a staff member buys a property, the administration covers the 
mortgage up to the amount meant to be given to that individual for 
housing. That is also true for rent and any other accommodation.

• Health care and insurance. These are provided for personnel and 
family members.

• Fuel. For U.S. military personnel and NATO personnel of any 
nationality, fuel for personal/household consumption is paid for at 
the same cost as in the United States. In some cases the administra-
tion provides coupons to buy gas at a lower price (gas is subsidized 
by the government).

• Grocery. In commissaries, military malls, and post exchanges, military 
personnel can buy goods and services (food, clothes, jewelry, cars, 
vacation, education, etc.) subsidized by the administration and hence 
pay a much lower price than the actual market (civilian) price.

• Pensions/retirement benefits. These are paid by the government, 
but the paying agency varies across countries and could include the 
defense administration, treasury, or social security administration. 
These benefits are activated when retirement age is achieved (60–65) 
or after a certain number of years of active duty (20 in the United 
States, 40 in Italy), whatever comes first.

• Widows’ benefits. Surviving spouses inherit benefits, in full or 
partially, depending on various circumstances (e.g., cause of death, 
seniority, whether the country is at peace or war). Governments’ 
decisions about extending these benefits are extremely variable and 
incidental. For this reason they are not addressed in this analysis.

Military Compensation in Selected Countries
Compensation of armed forces personnel for a group of selected countries 
is shown in table 3D.5. Israel is included as an example of a high-income 
economy in a constant state of conflict.
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Cost of Living and Military Compensation Regimes
On average, the cost of living captures about 67 percent of median military 
compensation (figure 3D.7). (The analysis refers to an individual with a 
standardized lifestyle—no gym, no smoking, no extra activities, etc.—and 
military stipends do not include extra working time or specialty pay.) 

Figure 3D.7 Cost of Living as Share of Military Stipends: Comparison in Selected 
Countries

High income

Upper middle
income

Lower middle
income

Kazakhstan

34.2% Cost of
living,
65.8%

Belarus

28.9%
Cost of
living,
71.1%

Azerbaijan

36.5% Cost of
living,
63.5%

Armenia

31.0% Cost of
living,
69.0%

Ukraine

10.6%

Cost of living,
89.4%

Kyrgyz Republic

Cost of living,
100%

Israel

53.1%

Cost of
living,
46.9%

Italy

41.4% Cost of
living,
58.6%

United Kingdom

28.3%
Cost of
living,
71.7%

Australia

36.2% Cost of
living,
63.8%

France

34.2% Cost of
living,
65.8%

Germany

32.0% Cost of
living,
68.0%

Sources: Calculations based on 2016 data from ministry of defense (for high-income countries); 2015 data from 
Pravda (for former Soviet economies), http://www.pravdareport.com/world/ussr/01-05-2015/113579-military 
_ life-0/. Cost of living index as reported by Numbeo database, 2016, http://www.numbeo.com/cost-of-living/.
Note: Israel is included as an example of a high-income country engaged in combat operations.
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As mentioned, this statistic has the unique purpose of providing practitio-
ners and decision makers with a realistic reference point when determining 
a possible compensation regime for personnel employed in the defense 
sector.
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Kingdom), the forms of direct compensation discussed here (bonuses 
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CHAPTER 4

Public Expenditure 
Reviews of 
Policing Services

Introduction

This chapter provides guidance to economists, governance specialists, and 
security sector practitioners tasked to carry out Public Expenditure Reviews 
(PERs) and public financial management (PFM) assessments of policing. 
The purpose of such exercises is to answer critical budgetary questions 
about the affordability and sustainability of resourcing of policing institu-
tions, and about whether those resources are being used efficiently and 
effectively.

The chapter starts by discussing the role of the police in providing secu-
rity. It first examines policy options for delivering public safety, approaches 
to policing and typical police functions, institutional arrangements, and 
oversight mechanisms. (These are further detailed in annex 4A.) The chap-
ter then focuses on police financing within the broader budget cycle, linking 
strategic issues of resource allocation to cost drivers, expenditure manage-
ment of personnel and assets, and to budget controls. Last, the chapter 
surveys the ways to measure police performance, including statistical meth-
ods and indicators such as due process, officer conduct, and policing out-
puts and outcomes. Annexes present some international data comparisons 
on criminal justice resources (annex 4B) and address special considerations 
for donors (annex 4C).

Policing is an inextricable component of the criminal justice system in 
any setting; but it has been treated separately in this sourcebook because it 
is such a large and usually expensive component of the system. This chapter 
and the chapter on criminal justice form a pair and should be read together 
when undertaking a review of the criminal justice sector.
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In any country, region, city, or community, the capacity to maintain 
security is a precondition for effective governance. Indeed, while levels 
of insecurity vary enormously across societies, all states, regardless of 
income level, devote significant resources to preserving law and order. 
The only study to date that has measured expenditures in criminal 
 justice worldwide found that in 1997, global criminal justice expendi-
ture was $362 billion, of which 62 percent was allocated to policing, 
3   percent to prosecutions, 18 percent to courts, and 17 percent to 
 prisons.1 Another study using data from the United Nations Office on 
Drugs and Crime (UNODC) Surveys on Crime Trends and the 
Operations of Criminal Justice Systems from 2000 found that on aver-
age, countries spent just under 1 percent of their gross domestic product 
(GDP) on policing, with some countries spending significantly more 
than that (see figure 4.1).2

Policing services are thus a pillar of the security sector. Their role in 
safeguarding development is becoming even more essential, as the most 
recent global trends show an increase in deaths due to interpersonal 
violence. According to the Geneva Declaration on Armed Violence and 
Development, at least 526,000 people die violently every year, and 
roughly 75 percent of these deaths occur in nonconflict settings. One-
quarter of all violent deaths occur in just 14 countries, seven of which 
are in the Americas. Research on femicide also reveals that about 
66,000 women and girls are violently killed around the world each 
year.3 In fragile and conflict-affected states (FCS), where peace settle-
ments are often weak and the risk of sliding back into civil war persists 
well beyond the formal cessation of hostilities, data on deaths due to 
violence are less reliable. But the size of the United Nations Police 
(UNPOL) deployment worldwide shows that stabilization and law 
and  order remain prime concerns: as of April 2016, the UN had 
deployed more than 12,000 police units to help build the capacity of 
weak police agencies in 16 missions.4

These figures demonstrate that whether in FCS or in middle-income 
countries affected by high levels of violence, analysis of the security sector 
is incomplete without an assessment of police finances.

Understanding the Police in the Security Sector

Upon embarking on a PER, the first task of the team is to understand the 
challenges concerning crime, violence, and social disorder and the various 
institutions engaged in addressing those challenges, including the police. 
What is recommended is a six-step process in which the PER team examines 
(i) the security context, (ii) policy options to deliver safety and security, 
(iii)  institutional functions, (iv) institutions and organizational structure, 
(v)  management and oversight mechanisms, and (vi) any special issues 
 pertaining to policing services that emerge out of the previous steps. These 
steps are shown in table 4.1 and discussed in the pages that follow.
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Figure 4.1 Expenditure on Policing as a Percentage of GDP in Selected 
Economies, 1988–2000

Source: Shaw, van Dijk, and Rhomberg 2003, 58.
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Context Analysis

The team conducting a PER analysis needs to understand both the macro-
fiscal context and the particular sector concerned. Thus a PER of policing 
requires the team to examine crime and violence trends, as well as to 
understand the underlying drivers of these trends. The latter is an immensely 
complex and contested task. Crime and violence are multicausal phenom-
ena, and (as outlined in annex 4A) there are many (often ideological) theo-
ries about their origins.

To obtain an overview of the crime and violence challenge, the PER team 
must address a number of key questions:

• What is the magnitude and typology of crime and violence (e.g., 
homicides, assaults, crimes against property, domestic violence, pub-
lic disorder)?

• Who are the perpetrators? What is the average age and socioeconomic 
profile of the perpetrators? To what extent is organized crime an issue?

• Who are the victims? What is the average age and socioeconomic 
profile of the victims?

• What is the geographical distribution of criminal activity? Are there 
high differences between urban and rural areas and among different 
neighborhoods in cities? What accounts for these differences?

• What factors drive crime and violence? Examples include high youth 
unemployment, poverty, inequality, and social exclusion; drug traf-
ficking and the availability of firearms; youth gangs used for extortion 
and protection rackets tied to organized crime cartels; high levels of 
corruption; legacies of conflict; cross-border spillovers of violence; 
and cultural norms.

Table 4.1 Steps to Understanding Policing Services

Step Analytical focus Questions

1 Context What are the main types and key drivers 
of crime? How are crime and violence 
geographically distributed? 

2 Policy What are the policy options for delivering 
safety and security? 

3 Functions What are the main functions performed by 
police, including public order management, 
investigative services, patrols? 

4 Institutions What are the key police services, and how 
are they organized? 

5 Management 
and oversight

How are police services managed and 
supervised? 

6 Special issues 
(e.g., corruption)

What forms does police corruption take 
and what are the key causes? 
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The World Bank and the United Nations have also produced some diag-
nostic tools for practitioners seeking to analyze drivers of crime and vio-
lence. These include World Bank studies of the costs of crime and assessments 
of fragility; transnational and organized crime assessments produced by 
UNODC; and UNODC manuals and training materials on criminal intelli-
gence analysis and case studies.5

Policy Options for Public Safety and Approaches to Policing

The next step for the PER team is to comprehend the policy approach taken 
by the government (and in certain circumstances, such as in FCS, by non-
state actors) through which the sector delivers safety and security for citi-
zens. The main policy options include:6

• Suppression. The suppression of crime and violence can sometimes be 
achieved through the direct exercise of force in response to instances of 
crime or violence. This set of approaches includes a diverse array of 
activities, such as direct engagement by the military and/or police with 
persons deemed a threat to peace, and the deployment of the military/
police into areas where crime or violence is thought to be likely in order 
to intimidate and discourage potential perpetrators. A key question 
that confronts policy makers in the security agencies is the extent to 
which the successful suppression of crime and violence simply displaces 
it through time and/or space. For example, intensified street patrols by 
police officers can result in crime being shifted to areas that are less 
densely patrolled (see box 4.1). The suppression of crime can also result 
in the diversification of criminal methods. Thus a heavy police presence 
in an area in which street-level drug dealing is common could result in 
changes to the methods suppliers use to access their customers.

• Deterrence. Framed simply, the degree of deterrence delivered by the 
police is a function of (i) the likelihood that an offender will be identi-
fied, arrested, and successfully prosecuted; and (ii) the severity of his 
likely punishment in the event of conviction. In general, the empirical 
evidence suggests that, at the margin, the deterrent effect of increasing 
the likelihood of punishment is usually greater than the deterrent effect 
of increasing the severity of punishment.7 This point is significant 
because responses to crime—not just crime itself—are costly, and the 
opportunity costs of devoting resources to some of the more expensive 
strategies (such as mass incarceration of offenders) are significant.

• Incapacitation. This can be understood as the degree to which secu-
rity is improved by the mere fact that offenders are “off the street”; it 
is a function of the severity of sentences imposed by courts, and the 
volume of crimes prevented by such sentences. One complication of 
this approach is the possibility that offenders’ experience in prison 
could make them more likely to reoffend on release and to commit 
more serious crimes.
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• Rehabilitation. Many states devote resources to reforming offenders 
under the general rubric of rehabilitation. These programs vary 
greatly and include skills-building (e.g. “life skills” such as conflict or 
anger management), as well as drug and alcohol rehabilitation. If 
these programs are offered in prison, then the prison infrastructure 
and skill sets of prison officials have to be aligned with the needs of 
the programs.

• Prevention. The notion of crime prevention covers a vast array of 
initiatives, many of which fall outside the authority and compe-
tence of institutions in the security sector. Interventions might 
include programs aimed at reducing the level of inequality in a soci-
ety (since there is evidence that crime rates are correlated with lev-
els of inequality)8 or aimed at increasing employment or incomes in 
crime-ridden areas and/or among communities or demographic 
groups thought most likely to engage in criminality. Commonly, 
crime prevention is separated into primary, secondary, and tertiary 
approaches:
• Primary prevention focuses on factors that increase the risk of peo-

ple in the population falling into criminality (e.g., by addressing 
income or gender inequality).

• Secondary prevention focuses on communities where signifi-
cant  proportions of the target group are already involved in 
criminality.

• Tertiary prevention focuses on known offenders and might include 
rehabilitation inside or outside of prison and programs aimed at 
reducing gangsterism.

Box 4.1 The Challenge of Crime Displacement

One of the most difficult challenges policy makers face in dealing with crime is that even success-

ful interventions can generate offsetting problems. One example is documented by Altbeker, who 

sought to apply some work done in the United States on the consequences of dramatically 

improved vehicle-tracking technology to car theft and hijacking in South Africa.a In the original 

study, the authors found that the level of car crime declined dramatically following the introduc-

tion of vehicle-tracking technology, and that this reduction was not accompanied by a rise in other 

forms of criminality.b

But the results in South Africa were different. The penetration of vehicle-tracking technology led to 

a decline in car theft and robbery as large as it had been in the United States, but in South Africa there 

was a corresponding increase in robberies, especially home invasions and muggings. This compari-

son suggests that displacement may offset gains from successful interventions—and further shows 

that results achieved in one jurisdiction will not necessarily be achieved by similar interventions in 

other places.

a. Altbeker 2006. 
b. Ayers and Levitt 1997.
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An analysis of public sector approaches to law and order will in turn 
define the requisite skills and resources. Suppression approaches often 
rely on high numbers of low-skilled personnel, including military 
personnel; investigation requires more-educated personnel with more 
training. Similarly, prisons that simply warehouse inmates may not be 
adequate to carry out rehabilitation: they may be too overcrowded or 
too violent, prison staff may lack the appropriate skills, or the facility 
may lack the space and infrastructure for rehabilitation. The link between 
the skill set and the type of police strategy matters for PERs, given that 
the skills and resources available to security institutions often do not 
match the strategies those institutions are pursuing, claim to pursue, or 
would like to pursue.

Another challenge for the PER team will be to trace the link between 
the particular public safety/law and order strategy, the resources assigned 
to it, and the attributed results. The challenge is that “public safety,” like 
public health or public education, is contingent upon many agencies, insti-
tutions, and exogenous entities that lie outside the security sector, such as 
schools, municipal authorities, and religious and community-based orga-
nizations. Thus many of the efforts by cities around the world to increase 
safety and security do not require the participation of agencies in the secu-
rity sector (for example, reshaping of public spaces, increasing natural 
levels of surveillance, or provision of lighting). In some cases, these initia-
tives might require the deployment of resources by the police—for 
increased foot patrols, for example, or to staff CCTV (closed-circuit tele-
vision) control rooms; in other cases, it is institutions and officials in the 
security sector who identify the need for these strategies—such as the 
development of drug rehabilitation programs in high-drug-use communi-
ties. But it is often agencies that are not considered part of the security 
sector whose activities are most central to the implementation and effec-
tiveness of these strategies.9

Once the PER team has understood the mix of policy options chosen 
by a country to deliver public safety, the next step is to determine what 
approaches to policing are being employed within this broader strategy. 
In recent years, policing approaches have evolved into more  specialized 
types, which are premised upon different relationships between police 
services and communities, as well as different paths to providing services 
as effectively, efficiently, and legitimately as possible. Importantly, 
these approaches are not mutually exclusive, and police agencies can 
use all or some of them in response to different (or changing) 
circumstances.

• Professional policing. This paradigm was dominant for a long time 
in  much of the developed world. Professional policing emerged 
in  the  United States in the late 19th and early 20th centuries, 
when  corrupt  local governments were reorganized and reformed.10 
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Under this model, the primary (and even exclusive) goal of the police 
is to reduce crime by arresting (and/or threatening to arrest) those 
who break the law. Police officers patrol the streets (to deter or detect 
crime), respond to calls for service, and investigate crimes that have 
been committed. The police in this model are thought of primarily in 
relation to their role in the criminal justice system, and in particular as 
instigators of processes that could culminate in some form of sanction 
for an offender.

• Community policing. Community policing has evolved in reaction to 
professional policing and specifically the sense that the professional 
model is not able to deliver improved safety. The community policing 
model emphasizes the role of the police in building or reproducing 
social capital through strong relationships with the communities in 
which they serve.

• Problem-solving policing. In contrast to professional and com-
munity policing, problem-solving policing casts the police less as 
gatekeepers to the criminal justice system or architects of social 
capital, and more as pragmatists tasked with solving concrete 
problems that arise in communities and reduce public safety. 
Police in this model solve problems directly or by mobilizing the 
efforts of other parties, such as local government and community 
organizations.11 Problem-solving policing is largely a response to 
the fact that the demand upon the police derive from a minority 
of addresses and citizens. The idea is that the dedicated applica-
tion of police resources to these areas could reduce crime 
substantially.

• Zero-tolerance policing. Zero-tolerance policing is premised on the 
idea that crime is a function of social disorganization and that even 
the most minor manifestation of social disorder—e.g., a broken 
window or an unpainted fence—invites further decay. Within this 
framework, the police respond to even the most minor infraction 
and to technically legal acts of “incivility”—which are seen as forms 
of disorder12—in order to prevent the emergence of more serious 
problems.

• Intelligence-led policing. This approach, which has grown consid-
erably in recent decades, gathers, collates, and analyzes informa-
tion in order to prevent crime or to identify offenders. It tends 
to rely heavily on covert police activities, and the desirability of 
using these techniques in democracies has occasioned much 
debate. The rise of this approach is associated with advances in 
technology that facilitate improved surveillance; a growing per-
ception that reactive policing is ineffective (especially against 
some kinds of threats, such as organized crime and terrorism); 
and increased legal constraints that make confessions and inter-
views less useful in court.13
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Police and Policing: Definitions and Functions
Police and Policing Defined
The next task is to demarcate the institutional scope of the analysis. Will 
the focus be on “police,” or on “policing” services? The distinction here is 
between a narrow set of functions performed by one or more public sector 
agencies, and the wider understanding of “policing” as a social function per-
formed by many entities that do not necessarily possess any formal role in the 
regulation of social life.14 In spite of expectations to the contrary, increasing 
socioeconomic development has not always led to an increase in formal 
responses to insecurity. Indeed, many developing societies continue to respond 
to crime and insecurity with very strong informal, nonstate systems,15 such as 
the burgeoning private security companies in many parts of the world.16

Equally, in developed, middle-income, or low-income countries, the 
PER team may find a variety of institutions undertaking “policing” func-
tions. This is particularly likely in FCS, where institutions that are not 
funded through public revenues may also be involved in the delivery of 
public security. Such formal or informal institutions include (i) traditional, 
nonstatutory police and courts whose operations might not be codified in 
law, and which are not funded through the tax system; (ii) militias and 
paramilitary groups; (iii) private security companies (see box 4.2); and 
(iv) community responses to criminality that are not institutionalized.

Furthermore, while the activities of these entities may complement 
those of public institutions and may therefore improve the overall secu-
rity situation, in some cases these entities compete with (or are even in 
conflict with) public institutions. The PER team may need to consider the 
following issues:

• The clarity of jurisdictional boundaries between various entities and 
the definition of their roles, including in relation to command and 
control over non-national forces

• The extent to which these nonstate entities exist because of failures 
(real or perceived) of the public bodies or the lack of social and politi-
cal legitimacy of those bodies

• The extent to which their operational ethos accords with the legal 
restrictions placed on the conduct of statutory institutions (e.g., in 
relation to the use of force and the securing of due process rights for 
suspects and accused persons).

Even if customary institutions are not present, police functions may be 
undertaken by other security actors; because key elements of security are 
interrelated, all agencies in the sector may be involved in joint responses to 
security threats. Thus the military may be deployed to assist the police in 
some operations that do not address external threats, and the police may be 
seen as assisting in the management of the country’s borders—a task often 
assigned to the military or to specialized border agencies—when they iden-
tify and arrest undocumented immigrants.



282   Securing Development

It will thus be essential for the PER team to map formal and informal 
security actors with policing functions (further explained below) in order to 
understand their organizational structure. This step is a precursor to finan-
cial, expenditure, and performance analysis.

Police Functions
The police play multiple roles in the security sector and outside of it. 
Formally, they can be defined as a cadre of public officials who are charged 
in conjunction with other criminal justice actors (such as courts and prose-
cutors) with enforcing some (but not all) domestic law. Such enforcement 
includes the following:

• Crimes against the person (assaults, rapes, and murders) and crimes 
against property (theft, fraud, robbery), as well as some crimes against 
the state (treason, terrorism, and sedition)

• A broader set of responsibilities related to maintenance of public 
order, controlling large crowds, and responding to emergencies

Box 4.2 How Big Is the Private Security Industry?

The private security sector is a growing business, with a global annual turnaround of $100 billion to 

$165 billion per year.a Obtaining a detailed analysis is extremely difficult; data generally exist only for 

“contractual” private security industry personnel (especially if these need to be registered, trained, 

and accredited) rather than for “ proprietary” personnel (e.g., those guarding private property). Even 

within these constraints, it is clear that the private security industry is substantial.

In 2004, the member states of the European Union employed nearly 1.3 million police officers and 

nearly 1.1 million private security guards, at a ratio of nearly 1 to 0.9 (see figure B4.2.1). The ratio of 

private security officers to police officers varies considerably across countries, however. Private secu-

rity personnel in Latin America outnumber police officers by a ratio of 1.8 to 1. In Brazil and Mexico 

there are estimated to be some 470,000 and 450,000 private security personnel, respectively.

Source: Morre 2004.

Figure B4.2.1 Ratio of Private Security Officers to Police Officers, 
European Union Members (Except Italy), 2004
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• A category of incidents that Bittner calls “something-ought-not-to-be-
happening-and-about-which-something-ought-to-be-done-now!” 
 situations17—that is, circumstances where it is not clear that a crime 
has been committed or a law broken, but where intervention, media-
tion, or some other response is needed.

The unique characteristic of these functions is that they are accompanied 
by a range of statutory powers that allow the police to undertake their 
work. Police are given the power to use force in the exercise of their func-
tions, and hence hold related powers that significantly intrude on the rights 
of individuals, including the power to (i) stop pedestrians and motorists and 
to search them and their vehicles, (ii) search premises, (iii) intercept com-
munications, (iv) arrest and detain individuals suspected of breaking the 
law, and (v) impose spot fines.

The power to use force, which is enjoyed only by police officers (as 
opposed to financial regulators, health and safety inspectors, and others 
who enforce aspects of a society’s laws), is sometimes described as the defin-
ing power of the police, the power that distinguishes them from all other 
officials. This power is usually regulated by law, although standards and 
constraints governing the use of force vary considerably between jurisdic-
tions. Such distinctions can play themselves out at the level of standard 
police equipment: British police officers, for example, are generally unarmed, 
while in some countries police have access to weapons more usually associ-
ated with the military. Overseeing police officers’ use of force, and holding 
them accountable for excesses, is a key requirement for accountable polic-
ing, though it is often difficult to effect.

Framed this way, policing might be understood as a state’s capacity to 
respond to the frictions of everyday life, some of which involve criminal 
acts, but many of which do not (or are not known to at the time that the 
police are called). More precisely, police work can be divided into the 
 following activities and capabilities, not all of which will be present in all 
police forces, but any of which may appear in any given force:

• Police patrols. Patrol work is often justified by the belief that officers 
on patrol prevent crime; but patrolling also involves the response of 
police to incidents, whether criminal or not. Patrolling is supported by 
rapid response services that are usually centralized and that can 
be deployed following calls for service from members of the public. 
A subcategory of rapid response services that is often established sep-
arately is highway patrol units.

• Public order management. Police manage crowds and ensure that 
the public peace is maintained. Because large gatherings are not all 
alike—they range from riots to sports events, from political rallies to 
religious festivals—they may require very different sets of skills, tac-
tics, and equipment. The ability to manage crowds is a specialized 
activity, and trained units may exist for these operations. In addition 
to managing crowds, police often have the capacity to reduce the risk 
of politically motivated violence, including potential attacks on VIPs 
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and acts of terrorism, and they may deploy specialist bomb squads and 
SWAT teams to deal with these low-frequency threats to public order.

• Investigative services. Identification and prosecution of offenders is a 
universal function of the police. Such a task may be organized differ-
ently from one force to another, but usually involves some units that 
investigate a broad range of common, high-volume crimes, along with 
units dedicated to more complex, more serious, or less frequent crime 
(such as computer crime, political crime, high-level corruption, money 
laundering, and commercial crime). Some forms of criminality require 
more proactive investigative work—undercover operations, buy-
busts and infiltration operations, and long-term surveillance. These 
operations require both specialized skills and heightened secrecy and 
security. In addition to the investigating officers themselves, police 
forces often provide a range of complementary services to assist inves-
tigators, such as forensic laboratories, DNA and fingerprint data-
bases, and surveillance operations.

• Other specialized services. Some police agencies retain additional capac-
ities for a range of activities including the ceremonial (police bands, 
 protocol officers, public relations), strategic management and analy-
sis,  community outreach, border policing, and the protection of key 
installations. The necessity for these depends on strategic priorities and 
the distribution of responsibility across agencies in the security sector.

The distribution of police functions is summarized in figure 4.2.

Figure 4.2 Distribution of Police Functions and Operations

Source: Adapted from United Nations 2014.
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The Diversity of Police Structures

Countries differ considerably in how they structure the police and allocate 
police functions to different levels of government. The most extreme exam-
ple of decentralization can be found in the United States, where local gov-
ernments at city and county levels all have police agencies of varying size 
and jurisdictional authority. These agencies are funded by and accountable 
to local governments, though they may also receive funds from other levels 
of government, and there are many federal and state programs intended to 
subsidize policing at the local level. Some of these simply fund increased 
staffing, while others offer funding conditional on its being used in pursuit 
of certain goals.

Even in the United States, however, state and federal police agencies 
(such as the Federal Bureau of Investigation, FBI) play a role in responding 
to some kinds of crime (defined either by its seriousness or by its crossing of 
jurisdictional boundaries). In addition to the thousands of police agencies 
whose jurisdictions are spatially defined, numerous police agencies exist 
with more specific functions such as border control, the policing of public 
transport, or the policing of strategic institutions (such as ports and rail-
ways). This classification of police agencies by function is not only found in 
the United States, it can also include those focused on tax offenses, on polit-
ical activity and/or threats against the state. By contrast, many FCS coun-
tries have a centralized police force, and one police agency performs tasks 
at the national, state, and local levels. For middle-income countries like 
Argentina, Brazil, Colombia, and Mexico, the underlying trend is to prolif-
erate police forces.

In more centralized states, policing tends to be a more centralized func-
tion, with significant variation apparent in structure and financing. In the 
United Kingdom, for example, policing is decentralized to 45 territorial 
police forces that are responsible for the bulk of policing activity, but also 
includes a number of national police agencies, such as the British Transport 
Police and the Serious Fraud Office. Though paid for largely through a 
grant from the Home Office (with some local contribution), the territorial 
forces were until recently accountable to respective police authorities com-
posed of locally elected officials, magistrates, and senior police officials. 
Since 2012, the territorial forces have been accountable to a locally elected 
Police and Crime Commissioner, though almost all funding is still received 
from central government.

In some countries, such as Mexico and the United States, local govern-
ments, especially cities, retain a substantial amount of control over polic-
ing (and, in some cases, other components of the justice system). In other 
 countries—Ireland, Nigeria, and South Africa, for example—all policing 
services are delivered by a single national force (although in South Africa’s 
case, traffic policing is the responsibility of local authorities in the cities 
and of provincial governments elsewhere). In yet other countries—many 
of them in Latin America—state and provincial governments play the 
 primary role in delivering policing. Finally, in countries like France and 
Spain, the degree of decentralization varies by the nature of the 
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municipality concerned: local governments in urban areas are responsible 
for policing, but a national police force delivers services in rural areas 
where communities may be too small to achieve the fiscal and institu-
tional mass required for efficient delivery of services.

One way to classify police structures is by the number of forces (whether 
one or many) operating and by the dispersal of command (whether central-
ized or decentralized).18 Among those countries with multiple forces, the 
PER team must further distinguish whether the operations of different 
police forces are aligned with one another or not. The result is a six-way 
division of approaches, as shown in table 4.2.

Even where the authority to provide policing services vests in levels of 
government other than the local, there may be separate local forces that 
provide limited (and sometimes more or less informal) patrol, prevention, 
and point-duty services. In some countries, these services are also delivered 
by more informal institutions on the basis of customary laws and tradition. 
Such police forces are often unarmed, and vary greatly in terms of their 
structure and role.

An important distinction between police forces relates to the extent to 
which they might be described as paramilitary in character. All police 
agencies exhibit some paramilitary characteristics in that they tend to be 
hierarchical, rank-based institutions with clear lines of command and con-
trol. But the extent to which they rely on military-style operational strate-
gies, tactics, equipment, and weaponry varies considerably. As a general 
rule, developing countries are more likely to deploy concentrated groups of 
police officers, often in military formation and equipped with high-caliber 
weapons, than are developed countries (where police officers work alone 
or in small groups, often in civilian clothes and armed with much lighter 
weapons).

One of the underlying reasons for this trend is that in many developing 
countries, the police forces were created out of the military. Both in 
El Salvador and Guatemala, for example, the National Police Force was 
created after peace accords were signed. Similarly, the recently formed 
South Sudan National Police Service mixes sworn police officers and 
 former combatants, and it still employs military strategies for policing. 

Table 4.2 Classification of Police Structures, with Sample Countries

Number of operating forces

Dispersal of command within forces

Centralized Decentralized

Single Ireland, Israel, Nigeria, 
Poland, Saudi Arabia

Japan

Multiple, coordinated France, England and Wales Austria, Canada, Germany, India,  
Italy, Spain, United States

Multiple, uncoordinated Belgium, Switzerland Mexico
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The key drivers for paramilitary-style police forces relate to the nature of 
the disorder and security challenges in different societies, the skill and 
training of individual police officers (or lack thereof), and the political 
necessity of employing a large group of former combatants.

A final element in the organization of police services is their link to the 
broader criminal justice system. The justice system—covering the investiga-
tion and prosecution of crime, the adjudicating of criminal cases, and the 
punishment and/or rehabilitation of offenders—can be pictured as a pro-
duction line, one formulating a systemwide strategy that can lead to 
improved effectiveness and efficiency in policing. This was the approach 
taken by the World Bank in El Salvador, detailed in box 4.3. The chapter 

Box 4.3 Police and Criminal Justice Institutions in El Salvador

In June 2012, the World Bank completed a Public Expenditure Review of the security and justice sector 

in El Salvador. This was the first comprehensive assessment of the sector’s resource allocation, effi-

ciency, and effectiveness. The analysis divided the security and justice institutions according to the 

main tasks they fulfill, and sought to evaluate the allocation of inputs (resources), outputs (specific 

services), and outcomes (citizen security). In El Salvador, several state institutions that are located 

under different branches of government execute five main tasks: (i) crime and violence prevention; 

(ii) police patrolling; (iii) crime investigation and formal indictment; (iv) presentation to court and judi-

cial resolution; and (v) sentencing, supervision, imprisonment, and rehabilitation (see figure B4.3.1).

Figure B4.3.1 Security and Justice Sectors: Tasks and Institutions
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on conducting PERs in the criminal justice system addresses these intercon-
nections in greater depth.

Management and Oversight

Management and oversight are key aspects of policing for several reasons: 
(i) policing requires effective command and control, (ii) it is unique in its 
statutory power to use force, and (iii) policing is expensive.

Police managers aim to allocate resources so that the organization 
achieves its goals. The goals of policing are complex, however, and the 
link between police activity and some of its goals—notably the prevention 
of crime—is ambiguous. Thus evaluating the quality of police manage-
ment is difficult. Nevertheless, police forces need to be accountable for 
their actions:

Accountability carries two basic connotations: answerability, the obli-
gation of public officials to inform about and to explain what they are 
doing; and enforcement, the capacity of accounting agencies to impose 
sanctions on power holders who have violated their public duties. This 
two- dimensional structure of meaning makes the concept a broad and 
inclusive one that, within its wide and loose boundaries, embraces (or at 
least overlaps with) lots of other terms—surveillance, monitoring, over-
sight, control, checks, restraint, public exposure, punishment—that we 
may employ to describe efforts to ensure that the exercise of power is a 
ruled-guided enterprise.19

Whatever the difficulties entailed in assessment, the performance of 
police organizations depends heavily on the quality of police leadership 
and management. As in many organizations, particularly militarized and 
uniformed organizations, police management is drawn almost exclusively 
from career personnel (though there are exceptions to this rule). There are 
many advantages to this trend: familiarity with the complex nature of 
policing and police organizations, the peculiar organizational ethos of 
the police, and experience in applying the law as it relates to policing. 
Importantly, police organizations are often suspicious of outsiders 
brought into their ranks, and will frequently resist outsiders’ attempts to 
reform them (particularly if the new manager is perceived to be a political 
appointment).20

As a result, changing police organizations can be extremely difficult. 
Existing police leaders are imbued with the ethos of the organization in 
which they have spent their careers, and they are invested in its practices. 
They also tend to have been appointed by managers who share similar 
views of policing; these existing leaders will in turn appoint managers 
beneath them who also reflect and perpetuate the same approaches. The 
effect is to entrench and reproduce existing strategic approaches to policing 
and managerial practices within the organization. Where policing is rela-
tively well managed (and has been for a time), this creates a virtuous, self-
reinforcing cycle; where policing is poorly managed, the opposite can occur.
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Overseeing a Wide Dispersion of Activity
A key challenge faced by managers of police organizations is the difficulty 
of supervising police officers’ activities. Police officers perform many tasks 
(among them patrolling the streets, engaging with members of the public, 
attempting to halt crimes in progress, attending crime scenes, interviewing 
witnesses, searching for suspects, serving summonses), and their most 
important tasks are fulfilled outside of the police station, usually by a single 
officer or by officers working in small groups. Typically these officers also 
happen to be the lowest ranking, least experienced, least trained, and lowest 
paid. Typically, too, they are engaging with people—victims, witnesses, 
 suspects—who know very little about the legal regime governing policing, 
or about what the police are expected to do, what they are legally empow-
ered to do, and what they are forbidden to do. For the most part, in other 
words, the performance of policing’s most important functions is among 
the hardest for police managers (and anyone else) to observe directly. It is 
also difficult for these actions to be assessed retroactively because they 
involve engagement with people who are not in a position to demand that 
police officers act (or refrain from acting) in particular ways. In addition, 
police officers generally have very wide discretion about how to act in any 
given situation. This is one of the key characteristics of policing as a public 
service.21

To an extent, the challenge of supervising officers depends on the type 
and the size of the police agency. Larger organizations will have a more 
decentralized structure, as well as more task differentiation among police 
personnel. In small police organizations, managers may even participate 
actively in police beats and general everyday functions, in addition to man-
agement. More task differentiation in large police organizations is likely to 
add more bureaucracy in order to increase control.

Supply and Demand for Policing Services
A defining characteristic of policing is the profound mismatch between the 
volume of incidents that the police could potentially provide services for 
and the more limited set of resources available. Because policing is used to 
respond to very diverse situations, demand for policing services can far out-
strip the supply of resources. As a result, most police services apply implicit 
and explicit rules to prioritize what services to provide, to whom, and in 
what circumstances. This approach can be controversial because demand is 
often “managed” by providing limited (or no) services to some members of 
the public or in response to some kinds of crime.

Police Malpractice
As policing is so difficult to supervise, police organizations run the risk of 
a variety of malpractices. These include denial of service, abuse of the use 
of force, torture, corruption, and poor or reluctant service delivery. 
Preventing these practices (or reducing their number) is a complex task 
requiring investments in training (for police officers and managers alike), 
interventions into organizational culture, and the building of an ethos of 
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professionalism and service delivery. For example, in light of the high lev-
els of corruption among U.S. police agencies in the 1980s, the police 
adopted a “professional” model, in which managerial efficiency and more 
controls of police personnel became the norm.

Given the risk of abuse, there should be channels through which com-
plaints can be lodged, investigated, and acted upon. Such channels are not 
always effective, however: the very people who might be victimized by the 
police—those who are vulnerable because of poverty or lack of  education—
are often unable to claim or enforce their rights. In addition, their own 
conduct may be criminal, or they may belong to marginalized groups 
that are in conflict with the law or the wider community, such as prosti-
tutes, undocumented migrants, ethnic/religious minorities, or members of 
local gangs.

Levels of abuse vary greatly across police organizations. In U.S. policing 
in the early decades of the 20th century, for example, the major political 
movement of the time, Progressivism, drove a cleanup of government 
(especially local government), and professionalized and depoliticized polic-
ing, particularly in relation to appointments and promotions.22 This also 
appears to have taken place during the 1970s and 1980s in Hong Kong, 
where the police service was once famously corrupt: determined leaders 
reconfigured organizational rules and norms, in part through legislative 
innovations that created “reverse onus” provisions in the law (police offi-
cers with unexplained wealth were presumed by the law to be corrupt, 
though this presumption could be rebutted in court).23 In New York, ran-
domly selected police officers were subjected to a range of integrity tests 
and lifestyle audits to assess whether they might either be engaged in suspi-
cious activities or have access to unexplained income.24 Independent inter-
nal units responsible for investigating allegations of corruption are widely 
regarded as essential to managing risks.

Oversight Measures
Ensuring that a police organization delivers on its core mandates while 
minimizing the abuses that emerge is the essential challenge of police man-
agers and the political authorities to whom they report. Efforts to meet 
this challenge have taken diverse approaches to structuring lines of author-
ity, accountability, and oversight. Among the critical variables are the 
following:

• The degree to which (elected) civilians oversee police management, 
and the extent and range of their powers (as well as the statutory limi-
tations thereof)

• The nature, extent, powers, and degree of independence of agencies 
tasked with investigating complaints of police abuse of authority, 
abuse of force, and corruption

• The degree to which policing is centralized or decentralized across 
different levels of government
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• The role, if any, played by local communities in the management or 
oversight of policing in the stations that serve them

• The degree to which appointments in the police, especially of top 
leadership, are made by political officeholders, and the processes and 
procedures governing the replacement of police leadership.

These variables create a vast matrix of possible organizational configu-
rations for the management of the police organization, and there are sound 
arguments for and against any particular configuration. In practice, a great 
many configurations can likely be made to work in some circumstances, 
while for a few configurations, almost no set of institutions (or institu-
tional reforms) will significantly improve the quality and accountability of 
policing in the short term.25 It is, however, important to recognize the 
benefits and difficulties associated with the various models, all of which 
can be effective or ineffective depending largely on the degree of political 
will, the degree of independence of mind and professionalism in the police 
and the associated agencies themselves, and, importantly, aspects of police 
organizational culture and the norms these create for police conduct and 
performance.

Civilian management of the police is common in both democracies and 
authoritarian societies, but has quite different connotations in each. Thus 
it is common for democratically elected governments to require that the 
policing agencies under their control report to civilians—but the same is 
true in authoritarian states. A key difference between the two is that demo-
cratic states are able to ensure that this approach does not politicize polic-
ing or influence the subsequent deployment of police resources in ways 
that violate democratic norms. More democratic systems of policing can 
be distinguished from less democratic systems by the degree to which the 
police regard themselves as accountable to the requirements of the law 
rather than the expectations of politicians. In reality, however, police in 
even the most well-established democracies are probably not able to resist 
every demand placed on them by political leaders. Nor is this resistance 
always desirable. Once again, established norms will differ across societies, 
even those at similar levels of development and with apparently similar 
systems of government. Norms relating to the degree to which the use of 
police resources and powers are politicized may also change over time. 
Efforts are underway in FCS to standardize norms and measures of prog-
ress (see box 4.4).

Complaint mechanisms in the police are tasked with ensuring that offi-
cers do not abuse the powers that they are assigned by law, and that allega-
tions of abuse are investigated. A key consideration here is the degree to 
which the complaint mechanism is independent of the police; the public 
suspicion is widespread—and often justified—that police officers will not 
rigorously investigate their colleagues. While the independence of the com-
plaint mechanism is clearly important, however, it may discourage police 
management from seeing itself as responsible for the conduct of officers. 
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(This is a particular problem when complaint mechanisms are weak, owing 
either to a lack of capacity, a lack of political support, or poor resourcing.) 
Thus a critical variable in determining the efficacy of complaint mecha-
nisms is the degree to which the commanding officers of the personnel 
accused of misconduct are held accountable for the actions and inactions of 
their subordinates and/or for the decision to investigate and discipline them.

Decentralization and Policing
The decentralization of policing is widely believed to increase its respon-
siveness to local conditions. Precisely how decentralization is effected 
depends heavily on the country’s basic structures of governance, with 
more centralized states generally having more centralized police forces (see 
table 4.2). One important concern, however, is that decentralization can 
result in significant differences in the volume or quality of policing services 
provided across the country. These differences may also exist in more cen-
tralized agencies, but equalizing service delivery in centralized structures is 
somewhat easier than in decentralized ones.

Local community involvement is generally helpful for ensuring the align-
ment of police services with the expectations of the community. Structures 
that facilitate such involvement can also increase local police legitimacy and 
ensure that processes of community outreach and feedback help the police 
identify challenges in police-community relations. A critical challenge, how-
ever, is to ensure that no voices in the community are overrepresented at the 
expense of others, that the construction of local priorities reflects the whole 
community’s needs, and that community consultation is reasonably demo-
cratic and representative. Meeting this challenge is particularly important 
when communities are fractured.

Box 4.4 The g7+ Indicators for the Security Sector in Fragile States

Under the g7+ New Deal process, which aims to strengthen country ownership and increase the effec-

tiveness of aid, the g7+ countriesa have produced a number of indicators to facilitate more rigorous moni-

toring of security sector accountability. Particularly for actors working with embryonic policing services, 

these indicators help to support oversight and management capacity. Indicators include the following:

1. Police capacity and accountability:

• The ratio of prosecutions of police misconduct to the total number of cases taken to an 

independent commission

• The capacity to monitor, investigate, and prosecute police misconduct

2. Police performance and responsiveness:

• The level of public confidence in police

• Average response times

• Perceptions of corruption.

Source: International Alert 2013.
a. The g7+ countries are Afghanistan, Burundi, Central African Republic, Chad, the Comoros, the Democratic 
Republic of Congo, Côte d’Ivoire, Guinea, Guinea-Bissau, Haiti, Liberia, Papua New Guinea, São Tomé and 
Príncipe, Sierra Leone, the Solomon Islands, Somalia, South Sudan, Togo, and the Republic of Yemen.
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The appointment of senior police commanders is one of the main ways in 
which governments assert control over the police force and help shape its pri-
orities and strategic approach. In this regard, the critical questions relate to the 
degree to which the leadership of a police force is politicized and the effects 
that this might have on the conduct of the police; this variable depends as 
much on the state of the organization that an appointee inherits as on any 
more universal considerations or the individual’s particular qualities and skills.

Managing Police Corruption

For police forces, the challenge of connecting the right skills to the right 
strategies is exacerbated by corruption. In many countries, police corrup-
tion is one of the most serious challenges facing managers and reformers. As 
the police are among the most visible representatives of the state, high levels 
of police corruption affect popular perceptions about the quality of gover-
nance (to say nothing of the other types of harm they may do). Some likely 
causes of police corruption are listed in box 4.5.

Police corruption comes in many forms. One distinction—made 
 originally by the Knapp Commission, which investigated corruption in the 

Box 4.5 The Causes of Police Corruption

Much has been written about the causes of police corruption, with a useful summary provided by Tim 

Newburn. In identifying causes of corruption, Newburn distinguishes between constant and variable 

factors. The constant factors are these:

• Police work allows wide discretion, which can easily be misused.

• Police work has low managerial visibility and low public visibility—that is, much of it is done 

outside the view of either management or the public.

• The culture of policing is one of peer group secrecy and managerial secrecy—police officers 

and those who manage them feel a high degree of internal solidarity.

• Police work entails status problems to the extent that officers are poorly paid.

• Police work, by its nature, requires association with lawbreakers/contact with temptation.

The variable factors are these:

• Specific aspects of the community structure and the organizational structure—e.g., the political 

ethos of the former, the levels of bureaucracy in the latter—can contribute to corruption.

• Police officers may be tempted by legal opportunities for corruption (in their contact with pros-

titution, gambling, and other crimes of vice, or in their dealing with licensing, fines, and other 

regulations).

• The efficacy of corruption controls and countermeasures influences the likelihood of corrupt 

activity, as does the social organization of corruption—that is, whether corruption is ongoing or 

a one-time event.

• The inevitable association with lawbreakers and contact with temptation may produce moral 
cynicism among the police.

Source: Newburn 1999.
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New York Police Department (NYPD) starting in 197026—is between 
“grass eaters” and “meat eaters,” that is, between police officers who take 
bribes when they are offered or engage in other petty corrupt acts, and the 
police officers who more actively extort money on a larger scale. Knapp 
found that “grass eating” was common, even pervasive, and was learned on 
the job from peers, who regarded with suspicion those who resisted partici-
pating in the practice. “Meat eaters” actively sought out opportunities to 
profit from their occupation, though they sometimes rationalized what they 
did as a means of punishing the guilty.

In contrast to an individual act of criminality that happens to be commit-
ted by someone employed by the police, police corruption involves the 
abuse of the officer’s position.27 There are numerous ways in which police 
officers can abuse their positions, with one much-cited typology28 listing 
nine forms of corruption:

1. Corruption of authority: receipt of some material gain by virtue of 
holding a position as a police officer, without violating the law per se 
(e.g., free drinks, meals, services)

2. Kickbacks: receipt of goods, services, or money for referring business 
to particular individuals or companies

3. Opportunistic theft: stealing from arrestees, traffic accident victims, 
crime victims, and the dead

4. Shakedowns: acceptance of a bribe for agreeing to ignore a criminal 
violation (e.g., not making an arrest, filing a complaint, or impound-
ing property)

5. Protection of illegal activities: protection of those engaged in illegal 
activities (prostitution, drugs, pornography) so that the business can 
continue operating

6. The fix: undermining of criminal investigations or proceedings 
(e.g., by “losing” traffic tickets)

7. Direct criminal activities: commission of a crime against person or 
property for personal gain

8. Internal payoffs: purchase, barter, or sale of prerogatives available 
to police officers (holidays, shift allocations, promotion)

9. Flaking or padding: planting of or adding to evidence.

An important aspect of the corruption problem in some agencies is the 
expectation among senior police officers that more junior colleagues will 
filter some of the rents they extract up the chain of command. For obvious 
reasons, managing corruption is considerably more difficult when senior 
officers are implicated in this manner.

The extent of police corruption is a critical variable in determining 
public confidence in the police, and corruption, as opposed to weak per-
formance along other dimensions, is often the catalyst for demands for 
reform in policing. There is, in addition, a strong relationship between the 
extent of corruption in a police organization and its ability to deliver on 
its core mandates. Causality between high levels of corruption and low 
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levels of performance flows in both directions, suggesting that anticorrup-
tion strategies may help to improve police performance. Apart from any-
thing else, rooting out corruption would increase police legitimacy and 
credibility, facilitating increased cooperation from the public. It should be 
noted that although corruption and poor performance may drive police 
organizations to adapt or modify their organizational structure, pressure 
“sovereigns” such as the legal system, politics, and demographics may 
also drive structural adaptations.

Police organizations need to deploy a range of strategies to guard against 
the emergence of significant levels of corruption and, equally important, to 
roll back corruption once it has become prevalent. Such strategies might 
involve recruitment and minimum qualifications of new members, level 
(and, in some cases, regularity) of pay, the creation of anticorruption hot-
lines to facilitate public cooperation, the creation (and resourcing) of anti-
corruption investigative units, the deployment of proactive investigative 
strategies (e.g., attempts to entrap suspect officers), the encouragement of 
whistle-blowing, and the replacement of suspect managers.

It is also important to be aware of the perception of corruption. The 
Global Corruption Barometer produced by Transparency International 
(2013) asked about the extent of corruption in eight different state institu-
tions. Respondents in 36 countries ranked the police as the most corrupt 
(see map 4.1). Only political parties were identified more often. As a general 

Map 4.1 Perception of Police Corruption, 2013

Source: Transparency International 2013. © 2016 by Transparency International. Licensed under CC-BY-ND 4.0.
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rule, the police were rated most corrupt in societies in which levels of over-
all corruption were perceived to be high.

Analysis of Policing and the Budget Cycle

Once the PER team has an overview of the security and public order con-
text and the institutional arrangements of policing services, the next step is 
to examine the nexus with the government budget cycle. Specifically, the 
team needs to understand the key expenditure policy questions and systems 
as well as the processes in place for managing public finances.29 This part of 
the analysis is in some respects no different from what it would be for other 
sectors. But there are some signature differences in policing:

• High personnel expenditures. It is not uncommon to see expenditures 
on police personnel ranging between 70 and 90 percent of the total 
police budget. The critical questions facing policy makers concern 
how and where to deploy personnel, and what services those person-
nel are expected to deliver. The most significant budget constraint on 
policy makers and operational commanders is the number of person-
hours of police officers available for deployment, qualified by the 
available profile of skills and equipment.

• Political, security, and corruption risks. Police personnel are widely 
distributed across areas in which banking infrastructure may be 
absent or poorly developed. Under these circumstances, the need to 
pay officers creates the potential for administrative failure and cor-
ruption. At worst, particularly in fragile settings, political-security 
risks may arise if personnel are not paid.

• Standardized assets. Much of the spending on physical assets 
(buildings and other installations), equipment (vehicles, uniforms, 
light weaponry, and IT infrastructure), and consumables (fuel, 
electricity, food, paper) is devoted to standardized commodities 
that present few intrinsic difficulties for sound public financial 
management.

Budget Preparation
Strategy and Sector-Based Budgeting
During the preparation phase of the budget cycle, the PER team examining 
police expenditures should determine whether the budget request of the line 
ministry is submitted against an existing security and justice strategy that 
states clear sectoral objectives for public safety. The strategy should be 
underpinned by an assessment of the main threats to public safety, which 
should also show whether these threats justify the level of recurrent and 
capital expenditures requested by police services. The PER team could look 
for the following:

• Clear articulation of country objectives for public safety and security. 
The objectives should be reflected in both the national and sector 
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strategy, and should be internally consistent. They should be framed 
in clear language, rather than set out as broad aspirations.

• Alignment of objectives across the sector. Because the functions of the 
police service form part of a wider chain of criminal justice services 
(including those provided by prosecutors, judicial officers, prisons, 
and probation services), aligning the objectives and strategies of the 
other key institutions can create gains in efficiency and effectiveness. 
Importantly, budget allocations to related agencies may need to be 
aligned so that growth in upstream departments’ allocations is 
matched by growth in the capacity of downstream agencies, whose 
workflows will be affected. The team should also consider what the 
police components of the national or sector strategy are, whether they 
can easily be translated into public spending plans, and what strategic 
choices (trade-offs) the government has made to achieve its 
objectives.

• The role of government in providing citizen security and public 
order. Particularly in FCS, but in many other developing countries 
as well, significant justice/policing services are provided by non-
statutory institutions (which can range from traditional institutions 
of authority to foreign-owned private security and military compa-
nies), whose functions may have both positive and negative implica-
tions for wider objectives of social policy (national reconciliation 
and integration, modernization, democratic consolidation, and 
conflict prevention). Policy makers may need to make hard choices 
about the degree to which they can and should seek to replace the 
services provided by these companies with those provided through 
the national budget.

Most important, the team should determine the coherence of the strategy 
and the institutional arrangements that exist for its implementation (see for 
example box 4.6). Toward this end, it should review any documented per-
formance of the sector strategy over recent years. Several kinds of informa-
tion will be required:

• The national security strategy or the strategy for justice and security 
(which covers policing)

• The threat assessment informing the strategy, which will shed light on 
the main cost drivers for security and justice services

• The results of a rapid analysis of strengths, weaknesses, opportunities, 
and threats, which can serve as a basis for assessing the alignment of 
public spending in cases where sector strategies do not exist

• The national resource envelope, and specifically whether there are 
sources of revenue for the police or justice sector that do not form 
part of the national budget (e.g., fines or the proceeds of asset forfei-
ture operations); how these sources of revenue are budgeted and 
accounted for; whether these processes are optimal; and how they 
shape the incentives of the relevant agencies.
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Analyzing Resource Allocation
Once budget requests have been submitted, line ministries negotiate resource 
allocations within the parameters of the ministry of finance ceilings or the 
spending projections of a medium-term expenditure framework. This phase 
provides an opportunity for policy makers to examine the sustainability of 
financing for public safety. The PER team will need to determine how much 
is spent on public safety by the government as a share of its total spending 
and as a percentage of GDP. Key questions are:

• Have these shares changed over time? How do these shares differ 
from those in other countries?

• What are the sources of funds for the police? How much is from the 
national budget? How much is from other sources? And what are the 
trends in this regard?

• How much is spent on police by donors as a share of government 
spending, and as a share of overall donor spending in the country?

• To what extent are these expenditures incorporated into the public 
budget and reflected in public spending numbers, and how much do 
private sector companies spend on security services?

An important issue for the PER to examine is the relationship between 
changes in spending on policing (and/or the number of police officers 
deployed) and the level of safety and security. The issues here are complex, 
and very careful analysis is required to assess claims about how changing 

Box 4.6 The Role of Police in Liberia’s National Security Strategy

The World Bank and the United Nations jointly conducted a Public Expenditure Review (PER) of 

the security sector in Liberia in 2012 to pave the way for the drawdown of the United Nations 

Mission in Liberia (UNMIL). The first issue examined in the study was the country’s security con-

text and the main threats to peace and security. The PER found that Liberia’s 2008 National 

Security Strategy understands national security holistically—that is, it accounts for a range of 

factors, including democracy, rule of law, human rights, political and economic stability, civic 

duty, regional dimensions, reconciliation, professionalism of security actors, and the environ-

ment. The PER identified the following internal threats: lack of respect for the rule of law, poverty, 

poor national resource management, deactivated ex-servicemen (17,000), ex-combatants 

(103,019 demobilized, and about 9,000 not helped by reintegration programs), corruption, rob-

bery, drug abuse and trafficking, illegally held arms, land and property disputes, ethnic hatred 

and tensions, illiteracy, fire occurrences, overcrowded prisons, and HIV/AIDS.

As the UNMIL drawdown proceeds, the most critical security agencies are the Liberia National 

Police (LNP) and the border police (the Bureau for Immigration and Naturalization). The PER esti-

mated that the number of LNP cadres—currently 4,200—should be increased incrementally to 8,000 

in order to ensure adequate public security and prevent Liberia from sliding back into conflict.

Source: World Bank and United Nations 2012.
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levels of police capacity have affected (or will affect) public safety. This 
analysis requires attention to the following:

• Functional and economic composition of spending. The composition 
of public spending at the national level (from both government and 
donors) should be determined. The analysis could include decompo-
sition by functional area, economic area, current versus capital 
expenditures, and personnel versus nonpersonnel spending. It should 
consider how spending compositions have changed over the last 
5–10 years and make use of any available country comparisons. As 
will be discussed, levels of spending on policing are driven over-
whelmingly by spending on personnel. Changes in spending levels 
(up or down) in absolute terms will generally be driven either by 
changes in the personnel establishment or by changes in the average 
level of remuneration (itself determined by changes in basic salaries 
and changes in rank structure) in the police. Analysts need to deter-
mine as far as possible what the sources of changes in spending may 
be, and whether any trends identified are sustainable. In this regard, 
analysts should be aware that reducing the numbers of police officers 
and/or members of security forces is often difficult; the public tends 
to oppose such moves because they perceive retrenched personnel as 
a threat, and officials see members of the security services as an 
important political constituency. Thus the PER team should flag 
spending trends that imply a necessity to reduce staffing to politically 
untenable or unsustainable levels.

• National and subnational composition of spending on public safety 
and criminal justice. Whereas in FCS the institutions providing 
policing services are often nascent, in middle-income countries the 
institutional architecture may be more established. At the same time, 
this architecture can vary considerably from national to subnational 
levels. For this reason, it may be important to examine (i) spending 
trends at all levels and (ii) the spatial allocation of expenditures 
across provinces, districts, and counties where police are deployed.

• Sources of public spending. In analyzing expenditures for the police, 
the PER team should look at the sources of finance along with associ-
ated funding and revenue-generating mechanisms, modalities, and 
processes. The team should determine the extent to which service fees 
and levies (e.g., customs fees, fines) are used (see box 4.7). Specifically, 
they should determine the amounts, trends, and relative importance 
of these revenues; the ministry of finance’s rules for reporting, using, 
and transferring these revenues; the extent to which these rules are 
followed; and the effect of these revenues on the incentive structure of 
the relevant agencies. Raising of revenues is an especially critical issue 
for FCS, where security services have a privileged position in using 
force or threat of force to raise both formal and informal revenues 
(such as “taxation” via checkpoints and licensing).
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Once these analyses are performed, the PER team can use several tech-
niques to determine the efficiency and effectiveness of sectoral 
allocations:

• Estimation of how much public spending is enough. This estimation 
involves determining whether the sectoral budget is consistent with 
the government’s stated priority for public safety and citizen security 
and with the sector’s role in the national security and development 
strategies. The PER team should also identify trends in spending that 
have implications for the medium- or long-term sustainability of the 
budget, and determine the trade-offs with other sectors entailed by 
increased spending.

• Analysis of what has led to current levels of allocative efficiency. The 
team should identify the factors that led to the current spending pat-
terns and to recent changes at the national and subnational levels. It 
should also assess the strengths and weaknesses in budget prepara-
tion processes at the national and subnational levels, including 
(i) efforts to align the budget with the sector’s objectives and the asso-
ciated strategy for achieving the objectives, (ii) the mechanism for 
assessing trade-offs, and (iii) the level of transparency and participa-
tion. Where relevant, it should consider sector ceilings established 
through medium-term expenditure frameworks, annual plans, mid-
year budget reviews, and audits. Too narrow a focus on policing is 

Box 4.7 Managing Police Revenues in Mali

According to a public financial management study conducted by the World Bank, the Malian security 

forces (and particularly the police) formally collect two main types of revenue for the Treasury, totaling 

around $10 million per year: taxes due when identification cards and passports are prepared, and 

fines paid when violations are detected by controls. In practice, the management of these processes 

was found to be poor: the police had as many revenue accounts as police stations. All these revenues 

went into the general government budget, with the exception of fines from traffic violations, which are 

ring-fenced for the National Road Safety Agency. Unlike this agency, the security forces received no 

budget returns (in the form of contributions or recovered appropriations) from the revenues that they 

collect.

In theory, reports were to be prepared for all violations and, based on these reports, the security 

forces would collect fines for the Treasury. In practice, however, reports were frequently not prepared, 

and fines were not deposited into the relevant accounts—to the detriment of road users. The West 

African Economic and Monetary Union (WAEMU) and the Economic Community of West African 

States (ECOWAS) set up a watchdog agency (Observatoire des Pratiques Anormales, OPA) to monitor 

the scope of abuses and police irregularities along main roads in the subregion. In 2011, the OPA 

tested the system to see whether trucks that were in full compliance with regulations would nonethe-

less be fined. The results showed that illicit fines were second highest in Mali (after Côte d’Ivoire), with 

fines totaling more than $10 per 100 km.

Source: World Bank 2013a.
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not desirable; assessing the degree to which decisions about the police 
affect spending elsewhere in the justice sector (e.g., the population of 
prisoners awaiting trial) can spur improvements to sectorwide effi-
ciencies. The team should seek to assess levels of interagency coop-
eration and alignment in budgetary processes. Allocative efficiency 
can be measured using a wide range of performance measurement 
methods.

• Creation of a budgetary flowchart and timetable of the current sys-
tem, with strengths and weaknesses. The PER team could assess com-
pliance with budgetary processes and the adequacy of institutional 
coordination among government agencies involved in providing 
policing services and criminal justice.

The Political Economy of Public Spending
A critical aspect of the PER process is to understand the political economy 
of public spending: pressures on the state to deliver public goods and ser-
vices vary across countries, but high levels of crime and insecurity (and/or 
widespread fear of crime) can lead to very significant pressures to devote 
resources to the criminal justice sector. This is especially so for justice agen-
cies considered integral to ensuring public safety (such as the police and, 
sometimes, the military).

As a general rule, the more unstable and fragile a society, the greater the 
pressure on (and incentive for) incumbent governments to devote signifi-
cant proportions of public funds to the security sector. These pressures can 
come from the public, from incumbent political elites, and from members 
of the security forces themselves. Judging the merits of agencies’ claims to 
need more resources is not easy; the team should be cautious about recom-
mending large changes to allocations and/or to personnel and other policies 
that could affect the long-run sustainability of allocations to this sector or 
to competing sectors. The PER team should also be aware that pressure to 
align budget allocations to downstream agencies may be significantly lower 
than pressure to increase allocations to more visible components of the 
security sector.

External Financing
The PER team will need to assess off-budget spending and to examine 
(i) the factors that have kept donor finances from being integrated into the 
budget process, (ii) existing mechanisms for aligning donor support with 
the sector objectives and strategy, and (iii) the role of these mechanisms in 
reducing the distortionary effects of donor support to the subnational 
 government relative to their subnational public budgets.

Allocation Trends
Among the main issues to be examined in any PER are trends both in annual 
allocations across spending categories and in the level of sector spending. 
Issues to consider include changes in functional, economic, and subnational 
allocations; changes to policies (e.g., personnel remuneration and promo-
tion policies) that may have implications for budget sustainability; the degree 
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to which these changes are aligned with changes in medium-term  allocations 
across spending categories as reflected in the medium-term expenditure 
framework (if used); changes that seek to improve consistency, predictabil-
ity, and alignment of the source of public financing; and changes to improve 
institutional coordination for more effective implementation of programs 
influencing public safety outcomes.

In addition, it is important to ascertain whether these trends in annual 
allocations have had the expected impacts on crime and security. As bud-
getary allocations to the security sector continue to increase, policy makers 
and operational managers need to know whether these changes have the 
expected impact on outputs and outcomes and whether the budget has 
been spent efficiently. This information would allow police managers to 
allocate their resources more efficiently—and thus combat crime more 
effectively.30

Budget Execution

In the budget execution phase of the budget cycle, resources are used to 
implement the policies incorporated in the budget. A well-formulated bud-
get can be implemented poorly; but a badly formulated budget cannot be 
implemented well.

Three particularly important issues in budget execution are (i) the 
management of payables and arrears, (ii) budgeting and control of per-
sonnel costs, and (iii) managing the procurement process. In all these 
areas, misuse and mismanagement of public funds are possible, and 
strong management control is required. Rules are also needed to govern 
other important technical issues, such as the treatment of requests by 
spending agencies to transfer funds from one program or chapter of the 
budget to another during the fiscal year (“virement”), procedures for 
carrying unspent funds forward at the end of the year to the next fiscal 
year (“end-year flexibility”), and the use of supplementary budgets and 
contingency reserves.

While most developing countries continue to rely on cash-based man-
ual systems for processing accounting transactions, many developed 
and middle-income countries rely on sophisticated accrual-based 
accounting systems. These systems make use of a computerized financial 
management information system (FMIS, see box 4.8) that not only 
 processes accounting data but is linked through interfaces to financial 
systems for payroll, procurement, debt management, revenue collection, 
etc. The development of accrual-based accounting and reporting sys-
tems is supported by international bodies such as the International 
Public Sector Accounting Standards Board (IPSASB), which has pre-
pared multiple accrual standards but only one cash-basis standard, and 
by the accrual-based financial reporting framework prepared by the 
International Monetary Fund.31

Analyses of budget execution focus on how to improve the technical 
efficiency of public spending in the sector (e.g., the efficiency of budget 
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system implementation and programs). The deeper the coverage is of a PER 
(of the flow of funds and impact, for example), the greater the scope for 
analysis of technical efficiency. This section highlights a range of questions 
and analytical approaches that could be helpful in guiding recommenda-
tions on technical efficiency.

A PER team examining budget execution could address the following 
questions:

• Budgeted versus actual expenditures. How do actually spent, allo-
cated, and approved expenditures differ at the overall sectoral level? 
How do they differ for major programs at both the national and sub-
national levels? How have these figures changed over the last 5–10 
years? What has been driving trends in this regard?

• Timing of budget releases. What are the budget release dates for the 
ministry of justice or interior and subordinate agencies (police, pros-
ecutors, courts, independent investigation agencies, etc.) and/or sub-
national governments? How predictable have these been? How has 
this predictability influenced agency planning, operations, and budget 

Box 4.8 Financial Management Information Systems

A World Bank study of financial management information systems (FMIS) explains what these sys-

tems are and how they are used.

• An FMIS is “a set of computerized solutions that enable governments to plan, execute, and 

monitor the budget by assisting in the prioritization, execution, and reporting of expenditures, 

as well as the custodianship and reporting of revenues” (1).

• “A core FMIS generally refers to automating the financial operations of both the budget and 

treasury units. The system tracks financial events and records all transactions; summarizes 

information; supports reporting and policy decisions; and incorporates the elements of ICT 

[information and communication technology], personnel, procedures, controls, and data” (3).

• “An FMIS is usually built around a core treasury system that supports key budget execution 

functions, such as accounts payable and receivables, commitment and cash management, and 

the general ledger and financial reporting, combined with budget formulation (multi-year), 

debt management, and public investment management modules. The non-core systems 

sometimes linked with FMIS solutions are personnel management/payroll, revenue adminis-

trations (tax and customs), public procurement, inventory and property management, and 

 performance management information” (3).

• “Financial control is not the only reason for developing FMIS. More importantly, FMIS solu-

tions are used to support informed decisions on policies and programs, and publish reliable 

information on budget performance” (3–4).

Typical components of a core FMIS include systems for budget formulation and execution, such as 

planning and formulation, public investment management, management of budget authorizations/

releases, commitment of funds, and payment/revenue management (mostly based on treasury,  single 

accounts, cash forecasting and management, and accounting and reporting).

Source: Dener, Watkins, and Dorotinsky 2011.
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execution? The PER team may find it useful to distinguish between 
recurrent and development budgets and between donor and govern-
ment funds.

An essential part of the analysis is to understand what has led to current 
levels of technical efficiency. If actual spending is lower than budgeted 
amounts, where did the money go? Were readjustments to allocations made 
after budget approval? Or was budget approval retrospectively sought? 
Were budgeted funds not released because of revenue shortfalls? Or was 
there simply a low use of funds by ministries, so subsequent releases were 
not made? Answering these questions will require understanding the budget 
implementation process (budget releases, reporting, cash budgeting).

If the timing of budget releases was not as planned, why was that the 
case? Is cash budgeting the reason? Was it simply a delay in the fund trans-
fer system? Are any of these factors unique to the criminal justice sector, or 
are they prevalent across other sectors in the country? To what extent did 
the quality of financial management and procurement of implementing 
agencies impact technical efficiency? (This question could be addressed 
through broader country assessments of national and subnational capaci-
ties.) How timely and complete are financial management reports? How 
transparent is the procurement process? The assessments should identify 
ways to strengthen financial management.

Main Cost Drivers
The costs of policing services are overwhelmingly direct, current costs of 
police salaries and benefits. These costs typically consume 70–90 percent of 
police budgets, and much of the remainder of the budget is also heavily 
driven by personnel numbers; for example, the vehicle fleet, uniforms, and 
equipment are all contingent upon personnel numbers. It is therefore quite 
possible to calculate what a fully equipped and appropriately resourced 
police officer costs a particular police service, and in principle possible to 
determine how many police officers can be employed for any given budget.

Five drivers of cost are considered: (i) personnel expenditures and their 
composition, (ii) management of personnel expenditures, (iii) personnel 
expenditures in FCS, (iv) nonpersonnel costs, and (v) confidential 
spending.

Personnel Expenditures. Personnel expenditures frequently account for 
70 percent or more of police spending. In South Africa, for instance, 
personnel expenditure accounted for 75 percent of police spending in 
2003/2004.32 In South Sudan, the police force allocates more than 90 
percent of its budget to pay personnel.33 Colombia allocates up to 
70 percent of its police budget to salaries; in Chile and in El Salvador, the 
share is 80 percent.34 Although some aspects of investigative support have 
been automated (e.g., fingerprint searches), others are likely to remain 
labor-intensive (e.g., forensic investigation and testifying in court).

Map 4.2 shows the number of police officers per 100,000 people world-
wide (see also annex 4B for more data). This is an important measure of 
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the level of policing in a society. Jurisdictions and policing typologies 
count “sworn” police officers differently,35 however, so that no univer-
sally accepted definition of a sworn police officer exists. For this reason, 
administrative surveys (such as those of the UNODC) might not report or 
might misreport the real number of sworn officers. As with other data 
presented here, then, these comparative data should be used with a certain 
degree of caution.36

Table 4.3 shows selected data on police personnel, defined by UNODC 
as personnel in public agencies whose principal functions are preventing, 
detecting, and investigating crime and apprehending offenders. A compari-
son of intentional homicide rates (last column) with the ratio of police offi-
cers per 100,000 people (second-to-last column) suggests there is no clear 
link between the personnel strength of a country’s police services and rates 
of violence: in countries with a high ratio of police officers to population, 
such as Colombia, El Salvador, and Mexico, the homicide rate exceeds the 
World Health Organization (WHO) threshold for violence epidemics of 
9.8 homicides per 100,000 people.

The two factors that determine personnel expenditure in the 
police—the number of people employed by the police and the average 
cost of their employment—depend on a variety of policy consider-
ations, some of which are not in the direct control of police manage-
ment (e.g., salary and benefits policies affecting government as a whole). 

Map 4.2 Police per 100,000 Inhabitants, 2012 or Most Recent Year

Source: UNODC, various years.
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Governments should formulate such policies only after assessing their 
likely impact on large public sector employers (such as the police), but 
they often neglect to do so.

Key factors that determine the number of personnel to be employed in 
any given financial year include the following:

• The extent to which government prioritizes policing and increases 
budgetary allocations for the police

• The degree to which budgetary resources can be allocated to the 
employment of personnel and are not ring-fenced for some other 
purpose

• The extent to which retrenching police officers is politically 
sustainable

• The capacity of the relevant training institutions to supply new per-
sonnel in response to decisions to increase personnel numbers.

In turn, the average cost of employing police officers is determined by 
these factors:

• Remuneration policies, including basic pay, overtime policies, pen-
sion contributions, and nonsalary benefits (such as subsidized health 
insurance, housing allowances, and deployment allowances)

Table 4.3 Police Personnel in Countries with Crime, Violence, or Conflict-Related 
History, 2012 or Most Recent Year

Region Country
Total number of 
police officers

Police officers per 
100,000 people

Homicides per 
100,000 people

Africa Kenya 42,586 98.6 6.4

Côte d’Ivoire 15,770 86.4 13.6

Nigeria 369,438 218.8 20.0

East Asia  
and Pacific

Indonesia 389,341 161.8 0.6

Philippines 147,190 152.2 8.8

Central  
America

El Salvador 21,642 343.7 41.2

Honduras 12,201 153.7 90.4

Mexico 429,003 355.0 21.5

Europe and 
Central Asia

Bosnia and Herzegovina 16,733 436.4 1.3

Russian Federation 746,996 520.8 9.2

Ukraine 176,705 383.7 4.3

Latin America Brazil 487,255 245.3 25.2

Colombia 165,300 346.5 30.8

Middle East and 
North Africa

Algeria 155,170 403.2 0.7

Morocco 55,975 171.1 1.4

Source: United Nations Office on Drugs and Crime statistics, http://www.unodc.org/unodc/en/data-and-analysis 
/ statistics/data.html.
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• The distribution of officers by rank/pay grade
• Promotion policies
• The extent to which relatively expensive officers can be substituted by 

less expensive personnel.

The critical policy decisions revolve around how many police officers are 
to be employed and at what levels of remuneration; the critical constraints 
framing these decisions are affordability and sustainability (see box 4.9 
for some differences in police remuneration structures). Furthermore, two 
factors—the legal framework and the selection and conditions of service—
are relevant here.

The Legal Framework. The conditions of employment for police officers 
are often governed by a range of laws that also frame their roles and 
responsibilities as well as standards of conduct and professionalism. 
Ideally there should be legal certainty relating to personnel management, 
labor relations, control over staffing levels, and the structure and levels of 
remuneration, overtime pay, bonuses, and awards; in practice, however, 
these legal frameworks can be absent, weak, or deficient.

There is significant variation across public service systems in how closely 
officers’ conditions of service match those of other civil servants, and in the 
reasons why the conditions of service differ. Depending on the circum-
stances, differences may be resented or jealously guarded, and they can 
affect the dynamics of salary negotiations in the police and/or in the civil 
service generally.

Box 4.9 How Police Services Differ on the Structure of Remuneration

A 1993 studya reviews the rank and pay systems of police services in 20 developed countries and 

identifies the key differences in approach relating to:

• The number of ranks

• The number of entry points into the police for new recruits

• The extent to which salaries are determined by rank alone or differ on the basis of position 

(e.g., whether the commander of a police station in a large precinct receives the same salary 

as a commander in a smaller one)

• The extent to which within-rank pay progression is permitted, and whether this is based on 

length of service or on performance

• Whether performance-based bonuses are paid periodically.

There is limited empirical work on the impact of police pay on levels of productivity. But an inter-

esting finding on pay and productivity concerns police officers in New Jersey: when final arbitration 

resulted in pay increases that were lower than what police officers had been led to expect—or lower 

than what they had demanded through collective bargaining—significant declines in productivity 

could be detected in the months following the award of the (disappointing) pay increase.b

a. Webb 1993.
b. Mas 2006.
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Selection and Conditions of Service. Recruitment should be based on 
merit and objective minimum standards, but often it is not (see box 4.10). 
Selection is often politicized or discriminatory and in some cases reflects 
corruption or nepotism. Undue politicization of senior positions can result 
in costly and unnecessarily high levels of staff turnover and a lack of 
managerial continuity, which can in turn hurt the quality of budget and 
performance management.

Promotion is generally a key route to higher salaries for individual 
police officers. Ideally, promotion policies should reward merit and perfor-
mance, but they are often dominated by considerations of service-related 
seniority. Worse still than policies based on seniority are those based on 
patronage, which can have harmful consequences for performance. Finally, 
while academic and training qualifications can be a useful signal of candi-
dates’ suitability for promotion, excessive reliance on these can also have 
adverse consequences.

Where police salaries are low, many officers seek additional sources of 
income (“moonlighting”). Even when it involves legitimate employment, 
this practice must be carefully regulated to avoid distorting the delivery 
of police services (e.g., by police officers prioritizing activities that 
improve economic prospects disproportionately in areas in which they 
have a vested interest).

Box 4.10 Recruitment and Training Standards for Police Officers

One of the biggest differences between police agencies across the world is their various recruitment 

and training standards, which reflect key differences in the distribution of skills in the population. Thus 

developed countries (where much of the population has tertiary education) tend to expect their police 

officers to be relatively more educated than do developing countries (where tertiary qualifications in 

the workforce are considerably scarcer). This means that there are also differences in the average 

length of basic training in different countries; countries whose recruits are less qualified before enter-

ing police training institutions typically impose a longer period of basic training on their recruits. Here 

are some relevant data:a

Qualifications required for new recruits

Some tertiary: Canada, Denmark, United States

Some high school: Austria, Bulgaria, China, Costa Rica, Germany, Hungary, India, Ireland, Israel, Italy, 

Kenya, Malta, Netherlands, Nigeria, Poland, Romania, Russian Federation, 

Singapore, Slovak Republic, South Africa, Spain, Sri Lanka, Sweden, República 

Bolivariana de Venezuela

Elementary school: Ghana, Slovenia

Length of training for recruits

Two years plus: Albania, Denmark, Finland, Germany, Ireland, New Zealand, Poland, Romania, 

Slovenia, Sweden, United Kingdom

(Box continues on next page)
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In some systems, police agencies have no autonomy in determining 
pay scales and must follow general civil service guidelines. In others, 
they do have some autonomy. Where police agencies follow the norms 
and standards of the rest of the civil service, police ranks must be 
graded against civil service ranks. Where the police have no autonomy 
in determining remuneration levels, across-the-board pay raises that 
are not accompanied by increases to personnel budgets will almost 
always lead to staffing cuts. On the other hand, when police agencies 
have a larger degree of autonomy in determining remuneration, care 
must be taken to design appropriate incentives for police managers, 
who are often sympathetic to rank-and-file officers’ claims of financial 
hardship.

One year plus: Australia, Bulgaria, Japan, Malta, Netherlands, Spain

Under one year: Canada, China, Costa Rica, Ghana, India, Israel, Republic of Korea, Nigeria, 

Papua New Guinea, Russian Federation, Singapore, Slovak Republic, South 

Africa, United States

An important caveat is the absence of rigorous data on the substance of police training—how 

much training is devoted to legal questions, to police skills of various kinds (such as weapons use, 

search-and-seizure protocols, interviewing witnesses, victim support, and crowd management 

 techniques), and to physical fitness. It is very likely that variations in the substance of training are 

greater than variations in the qualifications requirements for recruits and in the length of basic train-

ing, with some police agencies emphasizing physical fitness and weapons training and others 

emphasizing legal training and other “professional” policing skills. In addition, countries will have 

different approaches to training middle and senior officers and managers, which will require different 

qualifications and emphasize different skills.

Above a reasonable minimum, higher recruitment standards have less impact than might be 

expected a priori. Thus a recent review of U.S. evidence concluded, “The two groups that have the 

most to gain by promoting higher education for police are the police themselves—who enjoy the 

increased status and material rewards that accompany a college degree—and the academics who 

are in the business of higher education. What is not clear is how much and what kind of benefit is 

to be gained by policies that encourage, reward, or require a college education of our sworn 

officers.”b

While recruitment policies governing the qualifications of police officers are important, so too 

may be policies governing the recruitment of police officers from the racial, ethnic, and language 

groups that are to be policed. This is of particular importance in more fractured societies, where 

communities may mistrust political authorities who are from particular communities, and where 

these communities may be overrepresented in the police. Deliberately recruiting officers from 

otherwise underrepresented communities has also been a strategy used by police forces in the 

developed world in an effort to improve police-community relations and police legitimacy in some 

communities.

a. Newman and Howard 1999.
b. Mastrofski 2006.

Box 4.10 Recruitment and Training Standards for Police Officers (continued)
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Management and Control of Personnel Expenditure
The most direct way to manage police expenditure is through the personnel 
establishment. When the resource envelope of the police is increased, per-
sonnel numbers can be allowed to rise; when resources are reduced, per-
sonnel numbers must usually fall. These processes are driven by police 
management’s ability on the one hand to hire (and train) officers, and on 
the other to retrench when necessary. With the exception of certain special-
ized skills areas, the hiring of police officers is seldom constrained by sup-
ply; the exceptions are if new hires must meet onerous qualifications or if 
the capacity of the relevant training institutions limits the number of new 
hires who can be absorbed.

As already suggested, reducing police numbers can be politically and 
organizationally complex. Police officers are often a reasonably well orga-
nized interest group, enjoy significant political and social traction, and may 
also be an important constituency for some politicians. In some countries, 
especially fragile states, the public may fear that retrenching members of the 
security sector induces instability. Labor market regulation and the specific 
rules governing the retrenchment of public servants may also reduce the 
capacity of a police organization to retrench in the face of declining 
resources.

Remuneration policies have a great impact on police personnel expen-
diture, and changes to these can greatly increase the cost of policing. In 
contrast to the management of police numbers, remuneration policies 
only rarely provide much potential for reducing personnel costs, though 
they can also increase those costs. The reasons for this are obvious: it is 
seldom possible (for political and/or labor relations reasons) to reduce 
civil servant pay scales except in the face of particularly severe, widely 
recognized fiscal crises. Exceptions to this general rule apply to (i) the 
variable components of police pay and remuneration, particularly over-
time pay and bonuses for merit, long service, hardship postings, or other 
reasons; and (ii) some aspects of nonsalary remuneration (e.g., health care 
benefits), expenditure on which might be reduced through policy inter-
ventions that limit those benefits.

While reducing officer remuneration in absolute terms may be difficult, 
it is often possible (and may be essential) to reduce real (i.e., inflation-
adjusted) remuneration levels over the medium and long term—or at a 
minimum to “bend the curve” if remuneration is rising at an unsustainable 
rate. In assessing the relative importance of reducing police remuneration, 
it will be essential to test whether a strategy exists for managing trends in 
remuneration across the civil service and the applicability of this strategy to 
the police.

Ranking Systems. The distribution of officers by rank varies considerably 
across police organizations, and it is difficult to generalize about the 
appropriate ratio of senior to junior officers (see box 4.11). As in other 
uniformed branches of government, sound command and control is 
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essential in the police. Depending on how the police are deployed—
whether the basic units are large or small, and whether they are 
geographically dispersed or highly concentrated—strong cases could be 
made for force designs that are flat (less hierarchical) or more steeply 
sloped (more hierarchical). The argument for flatter structures composed 
of more-evenly trained officers seems to be the preferred approach in 
the  developed world, and particularly among police services that 
have  embraced community policing and problem-solving policing as 
organizational philosophies.

These same institutions, however, tend also to be those whose officers 
have the highest skill levels—in Canada, for example, all police recruits 
must now have tertiary qualifications—and the highest degree of profes-
sionalism. In organizations where average skills levels are lower, a plau-
sible case can be made for command-and-control structures that more 
closely resemble those of the military, with more ranks and a higher 
proportion of more senior officers commanding large numbers of more 
junior officers.

Box 4.11 Comparing Police Rank Structures

A rank system plays a number of different roles: (i) it defines relative authority, (ii) it allocates person-

nel to particular functions, and (iii) it determines pay levels. Different rank systems lay different 

emphases on these roles. In the United States, for example, ranks play an important role in determin-

ing pay, but their primary function relates to job descriptions. Thus a patrol officer is more a job 

description than a salary grade, and officers may remain in that rank for their entire career. Pay, on 

the other hand, is determined by seniority within that rank. It is possible, therefore, for a long-serving 

patrol officer to have a higher salary than officers with more senior rank titles.

This is not the case in the South African police, where (until a recent name change), there were 

11  ranks, from student constable to national commissioner, each representing a higher level of 

authority. As pay levels are determined solely by rank, increasing rank is the sole mechanism through 

which remuneration rises. Promotion is therefore more or less automatic and amounts to a recogni-

tion of years served; and an individual’s rank says very little about his or her job description and 

authority (this is especially true at relatively junior levels). This policy can have perverse effects, how-

ever: there have been periods when, because of financial constraints, the number of new recruits has 

fallen, so that the proportion of constables to sergeants and inspectors seemed the opposite of what 

one would expect.

In the current structure of the South Sudan National Police Service, for example, there are 10 ranks 

and 6 noncommissioned ranks. The salaries are determined by rank, and there is a significant degree 

of vertical differentiation between the top rank in the police and the lowest. One of the main issues here 

is the sizable percentage of ex-combatants who were allocated as rank officers to different security 

 sector institutions. This practice swells up the middle and upper ranks of the police because of the older 

age of former combatants, and significantly strains the budget. The combination of incoming police 

graduates and the lack of a retirement plan for former combatants further strains the budget. It also cre-

ates a structural bottleneck in the upper ranks that prevents the promotion of lower-rank officers.

Sources: Leggett 2003; Home Office 2013.
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Promotions. Promotion policies have a significant effect on medium- and 
long-term personnel expenditure trends, and these policies must not entail 
commitments that exceed the organization’s likely resource envelope over 
reasonable time frames. These policies will generally contain provisions 
governing the following:

• The rate at which remuneration rises as a result of length of service in 
a particular rank

• The extent to which promotions depend on the accumulation of par-
ticular qualifications

• Whether promotions can be made only when appropriate posts are 
vacant or are more or less automatic

• The remunerative consequences of promotion.

In many police organizations, promotions at the start of a career are 
more or less automatic, reflecting increasing length of service (together with 
growing experience), with promotions to higher ranks depending on the 
availability of vacant posts. Under this model, the automatic promotions of 
low-ranked officers acknowledge “on-the-job training” and the accumula-
tion of productivity-enhancing experience; officers are to be thought of as 
fully trained only after they have completed a certain number of years of 
service. Promotions to higher ranks, by contrast, may depend on the acqui-
sition of additional training and qualifications. Whatever the rationale for 
promotions, assessing the long-run financial implications of a change in 
promotion policies may be critically important for managing police budgets 
over time.

Budgeting and budget execution for personnel expenditure should be rela-
tively straightforward, but data-poor environments, fragile states, and states 
beset with administrative challenges may struggle to generate the data neces-
sary to make relevant informed decisions. While there is no reason in prin-
ciple why security agencies and the police should confront greater challenges 
than other agencies and institutions in managing personnel budgets and 
expenditures, the challenges they face may be very severe. In countries like 
the Central African Republic, where data are almost totally nonexistent, the 
PER may itself be the platform for gathering this information (see box 4.12).

Civilianization. One strategy commonly advocated for lowering the unit 
personnel costs of police organizations is “civilianization.” This approach 
presumes a differential between the costs of employing police officers and 
those of employing civilians, due either to differences in pay structure or 
to the lower cost of training civilians (who have a narrow set of 
administrative roles). Where such a differential exists, expanding personnel 
budgets may be better spent on recruiting civilians to play organizational 
roles in order to free up police officers for police functions. Such roles 
might include a variety of back-office functions, as well as some 
administrative functions associated with serving members of the public.
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Box 4.12 Managing Police Personnel in the Central African Republic

In 2009, the World Bank undertook an assessment of the public financial management of the Central 

African Republic’s armed forces. The inability of police services to grasp the full extent of the staff 

complement (around 1,400 people) and the payroll was a critical challenge identified by the study. The 

problem was rooted in overlapping institutional arrangements: the management of National Police 

personnel, which had been undertaken by the Ministry of Civil Service, was to be transferred to the 

Central African Republic Police, but the two agencies did not have consolidated data on the actual size 

of the establishment.

On the basis of existing numbers, further analysis revealed that the pyramid of police ranks was 

very unbalanced (table B4.12.1). The personnel census of the police showed that noncommissioned 

officers represented a very large part of the staff (6 percent for the superintendents and contrôleurs 
généraux and 33 percent for commanding officers, 42 percent for inspectors), while the enforcement 

officers (police officers) constituted only a small minority (18 percent). The last recruitment of inspec-

tors and police officers took place in 1974, and no promotion of chief constables, superintendents, and 

police officers took place between 2004 and 2007.

Table B4.12.1 Police Staff in the Central African Republic, by Corps

Corps

Staff census (February 2009)

Number Percentage

General superintendent 7

6
Chief superintendent 11

Principal superintendent 35

Superintendent 28

Principal commanding officer 17

33
Commanding officer 50

Chief constable 177

Officer 217

Detective inspector 112

42
Detective constable 14

Sergeant 171

Sous-brigadier 269

Police officer 251 18

Civilian and unranked 14 1

Total active employees 1, 373 100

The payment of salaries was also complicated by the recording system used in the budget: all 

 salary expenses were aggregated together under a single heading, “Salary expenditure not distrib-

uted between the departments,” which made it impossible to separate the salaries paid to the police 

from those paid to the other employees of the ministry.

Source: World Bank 2009.
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Pensions. Police agency pension commitments (including postretirement 
medical aid) will generally be similar to those in other parts of the civil 
service. In some cases, however, police pensions are somewhat more 
generous to reflect the greater danger that police officers face.

Trade-Offs between Numbers and Professionalization. The trade-off 
between police officers’ average remuneration and the number of officers 
employed by the agency raises an important policy question. Is it more 
effective to have fewer police officers who are better trained and better 
paid, or to have more police officers with less training and less pay? There 
are no simple answers to this question, but it does touch on some key issues:

• The relationship between police pay, morale, and performance
• The relationship between police pay and the level of corruption
• The relationship between the number of police officers deployed, 

the level of crime, and the public’s fear of crime
• Whether higher pay is needed to attract and retain better-trained and 

better-performing police officers (the state of the labor market and the 
likely outcomes confronting potential recruits if they pursue alterna-
tive career paths are relevant here).

There is very little information on these questions, and much of what 
does exist relates to developed world settings37 and may apply only in those 
countries. It is likely, however, that below a particular skills threshold, the 
marginal contribution of individual police officers to public safety may be 
negligible and even negative. To the extent that a police organization 
requires individuals with skill sets that are above this threshold, it will need 
to design pay and promotion policies that attract and retain appropriate 
individuals.

Financial Management Controls
Giving the weight of the budget to personnel costs offers fewer control 
risks than giving it (for example) to high-cost procurement of goods and 
services. Nonetheless, budgetary and spending irregularities are possible; 
the most important of these include nepotism or corruption in appoint-
ments and promotions, the existence of “ghost” employees, and irregular 
promotions.

Some areas of personnel spending are more likely than others to generate 
irregular or wasteful spending. One of these is overtime, which is needed in 
policing to accommodate the aspects of police work that are not easily con-
fined to standard working hours. The payment of overtime may be a legal 
necessity in these instances, but it also creates some perverse incentives for 
police officers, who can often determine the pace and timing of their work. 
While managers play a key role in monitoring abuse, organizational norms 
may mean that many managers are complicit in gaming the system.

Leave allowances, too, may lead to wasteful spending. If leave is not 
fully utilized every year, police officers may accumulate substantial credits 
of unused leave that can result in significant payments in retirement. 
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Like overtime, the leave system can create incentives for gaming the system, 
and here again managers might be complicit in the abuses if organizational 
norms permit (or even encourage) them.

Because decisions relating to personnel numbers and remuneration have 
effects on police budgets that cannot generally be offset by changes in non-
personnel spending, all decisions that affect personnel policies must be 
properly costed. In addition, to the extent that future budget envelopes are 
uncertain, decisions with significant budgetary implications should be taken 
in consultation with the ministry of finance. The following are areas in 
which clarity about budgetary implications and consultation with the min-
istry are most desirable:

• Staffing levels
• Financial implications of retrenchment policies, including the costs of 

paying out accumulated leave allowances and any salary arrears that 
may exist, and the manner in which years of service are recognized for 
pension purposes

• Financial implications of changes to remuneration levels (basic pay, 
supplementary remuneration), promotion policies, and pensions.

In some countries, the allocation of personnel budgets is grouped 
together with allocations for other goods and services expenditures, 
and agency managers have a high degree of autonomy to reallocate 
funds between these categories. While potential efficiency gains might 
accrue from increased managerial flexibility, there is also a danger that 
managers will increase personnel funding by imposing undue cuts on 
nonpersonnel spending. There is also a danger that such reallocations 
can create long-term commitments to personnel that may be difficult to 
unwind. Specific limits on personnel spending (and even hard limits on 
staffing numbers) are often desirable, as are limits on the freedom of 
agency managers to reallocate budgets from personnel to nonpersonnel 
spending.

The Challenges of Personnel Expenditures in FCS
In FCS, ensuring full and regular payment of security personnel may be 
one of the most critical practical reforms needed to secure peace and cre-
ate the conditions for state building and development (including the build-
ing of new security sector institutions). It is also one of the most difficult 
(see box 4.13).

A 2013 World Bank study of public financial management in postcon-
flict contexts38 reveals that public financial management reforms have pro-
gressed fastest in countries where there were high levels of external support, 
and where the technical assistance, policy dialogue, and system investments 
made by donors were more synchronized. From the perspective of security 
sector reform, it is essential for security sector and finance officials to com-
municate at the onset of the transition to ensure that investments in FMIS 
include both civilian and military personnel. It is highly likely, though, that 
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resources will be limited; in some cases, the budget, including payment to 
security sector personnel, will be done in cash transfers, and human 
resources data will be inaccurate.

According to World Bank experience, cash transfers in turn lead to 
 several sources of risk:

• Disbursement of excessive cash advances for police operations, using 
weak logistics as a pretext, and with no clarity on accountability lines

• Failure to carry out manual reconciliations between separate person-
nel and payroll systems to ensure consistency of data and to identify 
discrepancies such as duplicate entries, ghost employees on the pay-
roll, or ineligible recipients

• No specific access controls and log records for changes to the payroll 
and staff roster databases

• Insufficient backup for roster and payroll files maintained on the local 
site

• Infrequent audit of roster registrants’ eligibility
• No ex post examination of payroll reports to identify anomalies.

Table 4.4 summarizes recommendations emerging from past World 
Bank PERs that FCS could implement to ensure better payment of security 

Box 4.13 Personnel Expenditure and Police Corruption in the Democratic 
Republic of Congo

Baaz and Olsson analyzed the manner in which “unofficial earnings” were accrued and distributed 

by police officers in the Democratic Republic of Congo. They concluded that policy proposals 

aimed at reducing corruption by raising the salaries of low-ranking officers failed to recognize the 

degree to which these illicit activities were organized within the force, and the extent to which 

senior officers benefited from the upward flow of bribes and extorted income. Absent that recog-

nition, improving salaries for lower-ranked officers was unlikely to reduce corruption.

The highly organized nature of the income flows meant that “officers occupying financially 

lucrative posts in the field are under constant pressure to deliver upward in the system. Failure 

to deliver is connected to various punishments such as redeployment, losing the job, forced 

vacation, and incarceration. However, while a large proportion of the collected resources flow 

upward in the chain of command and while the incomes are irregular and extremely unevenly 

distributed (depending on your posts), the levels of income that even lower level officers in the 

field can gain from these activities are quite substantive, ranging from between three to twelve 

times higher than the official salary (of approximately forty-five U.S. dollars).”

Intriguingly, Baaz and Olsson argue that “despite predation and exploitation, unofficial eco-

nomic activities and property violations are also characterized by norms that discourage 

excesses.” They argue that “there is a demand among civilians not only for the formal services 

provided by the police but also for the informal”; civilians, they assert, understand that the poor 

working conditions of police officers necessitate a level of corruption if these services are to be 

delivered at all.

Source: Baaz and Olsson 2011.
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sector personnel. Recommendations are divided into three components, 
which can be phased in the following stages:

1. Risk reduction: reduction of high-risk areas and weak internal controls
2. Foundation: correction of priority systemic weaknesses that compro-

mise essential financial management foundations
3. Modernization: implementation of widespread modernization of 

security sector financial management.

The length of each stage (three to six months or one year) would be 
agreed on with the partner government on the basis of the PER team’s 
assessment of local capacities.

Nonpersonnel Expenditures
The bulk of nonpersonnel expenditure in police organizations goes to infra-
structure, transportation, equipment, and various consumables (such as 
fuel, office supplies, and communications equipment). As a general rule, the 
transport needs of police organizations will consist largely of soft-skinned 
and hard-skinned vehicles of various kinds (depending, in principle at least, 
on strategy and risk management). Some police agencies also use helicop-
ters and fixed-wing aircraft for various functions.

Table 4.4 Improving Security Sector Personnel Payment in Fragile and 
Conflict-Affected States (FCS)

1.  Risk reduction: 
control of specific 
sources of risk 

• Assess cash management needs.
• Reduce cash advances. The Public Expenditure Review team should 

weigh this goal against possible effects on operational efficiency, and 
should involve an integrated team comprising security sector specialists 
in making the decision. While in middle-income countries reducing cash 
advances may take three to six months to achieve through government 
directives, in FCS the time horizon is likely to be more extended.

• Strengthen reconciliation between different databases used for 
payment. In the short run, cash will likely be used, but databases with 
the number of employees may be unclear. Data reconciliation should 
include monthly reconciliations between different systems holding the 
same information, especially the reconciliation between the personnel 
database and the roster on the payment system. If these data systems 
have been destroyed by conflict, significant investments may be needed 
to build them from scratch in preparation for a more advanced financial 
management information system (FMIS). 

2.  Foundation: 
stronger 
accountability 
and transparency 
structure 

• Simplify and accelerate authorization procedures. In many countries 
(fragile and nonfragile alike), financial transactions largely follow 
authorization procedures, which tend to be both excessively 
cumbersome (e.g., requiring 15 signatures and five weeks for a purchase 
order of a basic consumable) and ultimately ineffective in establishing 
accountability (given that each signatory is responsible for only a small 
portion of the process and no one is responsible for the entire process).

• Train and appoint financial officers in the police and relevant line 
ministries.

3.  Modernization and 
improvement

• Increase staff capacity.
• Simplify financial management procedures.
• Plan and implement adequate FMIS. 
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Other equipment needs in police organizations are more varied, but 
include the following:

• Information technology of varying levels of sophistication
• Communications systems (radios and telephones)
• Office equipment and consumables
• Uniforms, nonlethal/compliance weapons, firearms, and other per-

sonal equipment for individual officers.

The mix of infrastructure and transportation resources provided to police 
officers should be determined by strategic priorities and will depend on the 
population density, the density of police officers per kilometer, the location 
of police stations, and the spatial distribution of crime. In many jurisdictions, 
resources may be best deployed in making the police more accessible to mem-
bers of the community. At the most local level, police stations should have 
the equipment necessary to ensure that officers can patrol the streets with 
reasonable continuity and density, though in some circumstances consider-
ations of officer safety may militate against deploying police officers singly, in 
pairs, or even in relatively small groups. A related question is the location of 
police stations and the degree to which the public can access them.

Procurement processes in the police, like those in other state agencies, 
are subject to a wide range of well-known vulnerabilities. A large propor-
tion of assets and consumables typically procured by police agencies are 
standardized commodities, which ought to make procurement and contract 
management less vulnerable than might be the case in other public func-
tions. As in other public functions, however, vulnerabilities are greatest for 
large, nonstandard, one-off procurements. Examples might include uni-
forms ordered in bulk, physical infrastructure and IT, new communications 
systems, and lease agreements for accommodation.

Confidential Spending
Some aspects of police procurement processes can present challenges for 
sound public financial management because they are deemed to be confi-
dential. Keeping the use of certain police assets or resources secret may help 
achieve legitimate public policy goals. Examples might include (i) the pur-
chase of some kinds of equipment (e.g., specialized surveillance equipment), 
which could provide forewarning about police capabilities (though systems 
in which trials are conducted in open court can seldom keep these kinds of 
capabilities secret for long); and (ii) the establishment of facilities such as 
safe houses for witnesses in need of protection.

An area of spending that police organizations say necessitates heightened 
secrecy is the procurement of informers. As a matter of principle, the iden-
tity of those who provide confidential information to the police must be 
protected—even from officers elsewhere in the organization. The nature of 
the information they provide and the price paid (or reward offered) must 
usually be kept secret as well. In addition, it is not generally possible to 
procure information of this nature through open tenders. For all these rea-
sons, heightened secrecy is needed, even at the expense of transparency in 
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budgetary and procurement processes. The need for secrecy is part of what 
makes it very difficult to establish an appropriate pricing policy for confi-
dential information (for which there is, for obvious reasons, no market 
price) and next to impossible to assess value for money.

Given the difficulties enumerated here, there is an increased risk of irreg-
ularities in expenditure on confidential information. Examples of irregulari-
ties include the following:

• Collusion by police officers and informers to defraud the police orga-
nization (by falsely claiming that the information provided was essen-
tial or by overstating the value of the information)

• Registration (and payment) of “ghost” informers
• Embezzlement of portions of informer fees by police officers who 

know that even legitimate informers cannot complain to other officers 
for fear of their identities becoming known.

It is not possible to eliminate these risks entirely, but they should be man-
aged to the extent possible. Precisely how these procedures should operate, 
the role of police managers and civilian overseers within them, and the 
authority of the audit institutions to assess them must be aligned with the 
rules of budget management and oversight of the organization as a whole. 
In general, however, sound public financial management rules would do the 
following:

• Ensure that the proportion of the overall budget subject to secrecy is 
as small as possible given the organization’s strategic priorities and 
threat assessment

• Centralize the administration of these funds under the command of 
an officer with the highest possible security clearance

• Facilitate investigations into possible misuse of these funds (e.g., 
through the requirement that officers undergo lie detector tests and 
possibly disclose assets).

Budget Controls

There are two main models that define the structure of internal control: 
(i) a centralized system characterized by ex ante control of expenditures by 
ministry of finance officials; and (ii) a decentralized system in which officials 
from the ministry of justice or interior (or other ministry overseeing the 
police) control expenditures subject to ex post monitoring. These systems 
are generally referred to as the Francophone and Westminster systems, 
respectively. The preferred system depends on the country’s level of institu-
tional development or historical tradition. In less-developed countries, the 
centralized Francophone approach, with its ex ante controls, may make 
sense until the line ministry has established sufficient capacity to efficiently 
manage its own finances, and there is greater trust, transparency, and 
accountability in the management of public finances overall. Decisions in 
this regard are likely to be made for the civil service as a whole, but it is 



320   Securing Development

plausible to imagine mixed systems in which some institutions and agencies 
have more authority to manage their budgets than others.

While universal rules are impossible to identify, police agencies are gen-
erally thought to have larger skills deficits in managing budgets than other 
departments and institutions, if only because policing tends not to attract or 
retain personnel with the relevant skills. As police budgets are relatively 
straightforward, relatively less intensive management is required in their 
control. For reasons that should be clear, however, human resource admin-
istration is critically important if budgets are to be realistic and if spending 
is to be managed effectively.

Certain characteristics of police services—their large staffs, their organi-
zational complexity, and their geographic span across the state—create 
challenges in efficient resource management and effective internal control, 
especially for staffs with limited expertise in financial and administrative 
functions. Financial risks may be even greater in the short run if the staff 
assigned to internal control tasks is poorly trained, and greater still if the 
accounting is cash-based and police are paid in cash rather than by elec-
tronic transfer.

Control activities refer to a broad collection of specific policies and pro-
cedures that help ensure policy directives are implemented in a cost-effective 
and efficient way. In general, financial controls seek to:

• Establish responsibility for budget execution decisions to promote 
accountability

• Segregate duties related to authorization, payment, and recordkeep-
ing to reduce the risk of fraud or error

• Monitor transactions, either before or after obligations are made, to 
safeguard funds and ensure they are used for the purposes intended

• Document procedures and retain records so that transactions can be 
audited and substantiated.

Given the structure of police budgets, control over the bulk of the budget 
depends on how police salaries and benefits are paid. In data-rich, adminis-
tratively sound institutions, control over personnel expenditure is not very 
difficult to exert. Significant challenges exist, however, in poor countries and 
fragile states, particularly when salaries are paid in cash by senior officers—a 
practice that is common where banking infrastructure is poorly developed 
and security personnel are stationed in outlying, underserviced areas. In 
these circumstances, salaries may be paid late, “taxed” by senior officers, or 
not paid at all, and the most significant reforms are those that ensure that 
personnel are paid on time and in full. Regular payment of salaries is criti-
cally important for ensuring the stability of security institutions and for the 
success of any other reforms that may be attempted or proposed.

Though financial control for police services targets salaries (the bulk of 
the spending), a number of general questions (shown in table 4.5) can be 
used to guide PER analysis of broader categories of expenditures, marked 
by each stage of the budget execution process.
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A well-functioning FMIS can be useful for monitoring and reporting 
budget implementation if the underlying systems of budget classification 
and accounting are in place. As noted, an FMIS is a set of automation solu-
tions that enable governments to plan, execute, and monitor the  budget. 
Information typically captured by an FMIS includes:

• Approved budget allocations for both recurrent and capital 
expenditures

• Sources of financing for programs and projects
• Budget transfers
• Supplementary allocations
• Funds released against budgetary allocations
• Data on commitments and actual expenditures against budgeted 

allocations.39

If the FMIS is integrated with other management systems, such as pay-
roll, the database can be used to generate consolidated, daily reports on 
transactions and the line ministry’s financial standing.

In many police agencies, operational managers have very little control 
over the bulk of the budget and associated spending from which they derive 
their operational capability; these are driven overwhelmingly by staff num-
bers and remuneration. As one expert frames it, expenditure-related deci-
sion making by police managers is really about where and how personnel 
are deployed:

By and large, police managers do not use resources to achieve desired ends; 
instead they supervise expenditures according to inflexible rules and tradi-
tions. Because police are given resources primarily to hire and support per-
sonnel, key resource decisions involve assignments. Allocations are made 
initially to functional commands (patrol, criminal investigation, traffic, 
and so forth) and later to geographical areas.40 

Table 4.5 Budget Controls, by Stage of Budget Execution

Stage 1. Apportionment • Are there sufficient funds available?
• Was money appropriated for the purpose stated in the budget?
• Does spending reflect a prearranged schedule?

Stage 2. Commitment • Was the expenditure approved by an authorizing agent?
• Is the proposed expenditure provided for in the appropriation?
• Are there sufficient funds remaining in the relevant budget category?
• Is the expenditure classified correctly? 

Stage 3. Acquisition • Were the goods and services received by an authorizing agent?
• Were the goods and services delivered as expected?
• Is there documentary evidence of satisfactory delivery?

Stage 4. Payment • Was the expenditure properly committed?
• Did a competent person verify that goods and services were 

received?
• Are the invoice and other documents requesting payment complete, 

correct, and suitable for payment?
• Is the creditor identified correctly? 
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Although deployment decisions are often made on the assumption 
that personnel used are costless resources (their salaries are treated as 
already-committed overheads), in practice different kinds of deployment 
can have different cost implications. Where police officers are deployed 
outside their usual jurisdiction, for example, allowances may have to be 
paid for accommodation, subsistence, and hardship posting. Different 
kinds of operation may also use overtime or transportation more or less 
intensively. While operational managers may not be responsible for 
managing basic personnel costs, they may well be responsible for manag-
ing these more variable costs associated with the intensity of the use of 
police personnel.

Budget variations are also highly likely for police operations and 
maintenance costs. Policing is a local matter and requires a high level 
of operational flexibility to address location-specific crime patterns 
and other threats to law and order. But policing budgets are often 
planned top down, and this approach can create financial tensions and 
lead to lapses in control when local policing challenges are not as 
anticipated. Where the need for flexible local response and the desire 
for strategic coherence clash, one possible solution is to relax input 
control and hold the front line units accountable for preagreed outputs 
and outcomes as performance measures. As the next section suggests, 
however, performance targets in policing are no easy matter; internal 
and external reporting on resource management as well as inventory 
control needs to be particularly robust to minimize improper use of 
assets and resources.

The quality of budget management and execution in a police agency 
depends above all on the quality of the administrative and financial per-
sonnel. Managers have little capacity to influence savings on significant 
proportions of personnel expenditure, since these are determined by 
existing contractual commitments that specify both the number of offi-
cers and the bulk of their remuneration. Managers can exert a degree of 
control over some aspects of supplementary remuneration, particularly 
overtime pay, bonuses, allowances, awards, and the like. Generally, 
however, these account for only a small proportion of total personnel 
spending. For this reason, budget discipline depends fundamentally on 
budget realism.

Although it is relatively straightforward for budget officers to estimate 
the costs of existing contractual salary commitments, it is more compli-
cated to account for the supplementary remuneration police may receive; 
formally this type of remuneration may be discretionary and subject to 
budgetary availability, but in fact it may be governed by various more or 
less explicit norms and practices. These practices can be difficult to change 
because operational managers (who often have little control over spend-
ing) have little incentive to address organizational practices that they 
themselves may benefit from and that may affect morale and productivity. 
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In these circumstances, unrealistic budgets tend to lead to three different 
outcomes, all of which should be avoided:

1. Arrears owing to officers are accrued and carried over from one finan-
cial year to the next.

2. “Savings” are effected to pay for the supplementary remuneration 
either by leaving empty posts unfilled or by reallocating spending 
from other budget lines.

3. Budgets are overspent.

A precondition for accurate long-run forecasting is that the current costs 
are established accurately. The starting point is estimating current person-
nel expenditure (see box 4.14); but since it is possible that that expenditure 
masks the full cost of the establishment because arrears are being accumu-
lated, it is important to establish whether current expenditure accurately 
measures total personnel costs.

If arrears are allowed to accumulate, or false savings have been used to 
finance obligations, actual spending levels may understate the true costs. 
In  these cases, budget realism may require recognition of the excess 
spending even when it is not formally apparent in financial statements. 

Box 4.14 Managing Police Personnel in South Sudan

A 2014 World Bank study of crime and violence in South Sudan provided a brief institutional analysis 

of the criminal justice system, including the police force. In terms of human resource capacity, the 

South Sudan National Police Service (SSNPS) faces a formidable challenge. According to 

the Comprehensive Institutional Needs Assessment commissioned by SSNPS in September 2013, 

the SSNPS staff totals a little over 35,000, including 3,272 officers, 14,739 noncommissioned officers, 

and 17,638 employees who do not perform policing duties. The current size of the SSNPS results in 

a police/citizen ratio of 1:305, which is well below the internationally accepted standard of 1:450.a

In addition to having a lower than average police/citizen ratio, approximately 80 percent of the 

police force in the SSNPS is functionally illiterate, according to a recent report examining the chal-

lenges and opportunities of police reform in South Sudan.b This high percentage stems from the 

fact that many SSNPS personnel came from the phased-out Sudan People’s Liberation Army, which 

had many long-serving, elderly officers. As a result, the SSNPS has a bulged force many of whose 

members cannot fulfill basic safety and security duties.

The SSNPS is trying to devise a strategy to shed excess personnel, but budgetary constraints 

are making this difficult; the nonexistent pension system makes it impossible for some to retire 

even though their capacity to work effectively is limited. This excess manpower exerts significant 

pressure on annual budgets, which have been capped in recent years and in which salaries account 

for 90–95 percent.

The personnel issues described here have led to inefficiency and ineffectiveness in the SSNPS, 

and have made combating crime a serious challenge.

Source: World Bank 2014.
a. Ajwang 2006; Loh 2010.
b. North-South Institute 2012.
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Reforms designed to ensure that personnel spending does not exceed bud-
get appropriations are important, but their success may depend upon the 
extent to which appropriations address the accumulated shortfall between 
actual personnel spending and budgets. It is not easy to take this step 
without softening the budget constraint on managers, which may rein-
force the problems that the reforms seek to address. In practice, chronic 
underbudgeting on personnel spending will tend to result in posts going 
unfilled, in falling staff numbers, or in underspending on complementary 
inputs into policing.

In the long run, the successful management of personnel budgets will 
depend on the ability to forecast spending levels accurately. While it is in 
principle possible to estimate the costs of a police agency’s current estab-
lishment and future personnel-related plans, in practice there are uncertain-
ties that affect the accuracy of such estimates. A key issue in estimating 
budgets is how civil service pay levels are determined, since decisions about 
pay play a significant role in determining trends in long-run personnel costs. 
Most police agencies have little or no direct control over decisions relating 
to increases in basic pay in the civil service, though the degree to which 
these decisions affect budget execution depends on the extent to which allo-
cations made to the police accurately reflect the costs of any increases. It 
should not be assumed that the allocations made to agencies in response to 
civil service–wide remuneration policies fully cover the costs of such 
changes. In personnel-intensive budgets such as the police, any difference 
between actual costs, changes, and supplementary budgets allocated may 
have significant implications for budget execution.

Apart from determining the full costs of the existing establishment, long-
term forecasting of personnel expenditure necessitates a range of more or 
less complex processes. These include assessing:

• The numbers and skills of existing police personnel; the extent to 
which they match the existing (or changing) police strategy; and the 
extent to which changes to police numbers or skills would necessitate 
changes to personnel spending (e.g., by requiring a growing number 
of highly skilled personnel)

• The training-cost implications of changes to strategy and/or establish-
ment size (an assessment that may first have to establish whether the 
training infrastructure exists to deliver the changes proposed)

• The impact of future salary/benefits negotiations, which might be 
guided by provisions for government agencies as a whole, albeit mod-
erated by assessments of the credibility of those guidelines (e.g., 
whether they propose a smaller rise in remuneration than is likely to 
occur in reality)

• The impact of current (and, if necessary, changing) promotions poli-
cies on the distribution of ranks across the establishment in the police 
agencies

• Staff turnover rates (which can moderate the effect of rising salaries 
by facilitating a more or less rapid reduction in head count)
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• The long-term implications of supplementary personnel costs, partic-
ularly those associated with changing policies.

All assessments of future personnel costs need to be based on an accurate 
estimate of current costs and the evolution of those costs over the preceding 
period. As suggested earlier, such an assessment will be accurate to the 
extent that the data are reliable and available, that they cover all costs 
(including supplementary forms of remuneration and any arrears/deferred 
spending), and that they cover all relevant personnel. None of these require-
ments should be assumed to hold.

Measuring Police Performance

One of the key objectives of the PER process is to better understand effec-
tiveness in a particular sector and explore how the public sector can achieve 
better value for money in meeting sectoral objectives. Although crime and 
insecurity clearly impose costs on society, it can be difficult to evaluate the 
benefits of policing (see box 4.15). As a general matter, the benefits of polic-
ing include the following:

• Reduced crime and reduced fear of crime
• Management of public order
• Preservation of the security and legitimacy of the state.

Assessing the value of policing, even in relation to its principal objectives 
and outputs, is difficult. This is both because the direct impact of policing 
on crime is uncertain (due to the exogenous factors affecting crime rates), 
and because crime may be displaced spatially or intertemporally. The result 
is that police management can seldom—if ever—justify current practices 
(or, indeed, proposed changes) on the basis of objective, verifiable, and rep-
licable studies, since these generally do not exist. Investments in policing are 
more driven by normative and political exigencies than by empirical evi-
dence of what works and what does not.

Box 4.15 The Kansas City Patrol Experiment

One of the most well-known and important pieces of empirical work on policing 

was an experiment conducted by the Kansas City police in the early 1970s in 

which large parts of the city were divided into three categories for distinct 

“treatments”: in one set of areas patrol officers were essentially withdrawn; in 

a second set of areas patrols were doubled; and a third set was designated a 

control group and saw no change to patrol intensity.a Over the course of more 

than a year, crime levels, arrest rates, and the public’s fear of crime were moni-

tored. A major conclusion was that varying the strength of random mobile 

patrols made no difference to any of the three measures of performance.b

a. Kelling et al. 1974.
b. Bayley 1998.
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While quantifying the impact of policing on crime levels is difficult, an 
initial step involves examining the value of reducing a range of direct costs 
imposed on society by crime and insecurity. These include:

• The costs of lost income and lost or damaged property associated 
with crime, including the loss of future income incurred as a result of 
injury and death

• The costs associated with fear of crime, including estimates of lost 
income, increased security expenditure, and changes in activity patterns

• The health care costs associated with injuries, both for victims them-
selves and for health systems

• The costs of insuring against loss, injury, and death.

There are reasonably standard economic and actuarial approaches to 
valuing these effects, and it is possible to deploy them in order to try to 
quantify the value of the benefits from the reduction of crime associated 
with a particular intervention. As suggested already, however, it can be dif-
ficult to quantify the impact of policing on crime levels, making the subse-
quent step of estimating the value of those benefits (net of the costs of the 
policing interventions themselves) a difficult one.

Overview of Main Challenges to Performance Measurement
The Reduction of Crime and Fear of Crime
Reducing the level of crime is usually expected to reduce fear of crime, but 
only after a time lag. Yet this relationship is not well established (see 
box 4.16). The fear of criminality is not determined solely by the current 
level of crime, but is also influenced by individual and societal factors. 
Over time, however, a positive correlation can usually be found between 
the absolute and per capita levels of crime committed each year on the one 
hand, and the measured level of public fear of crime on the other. Even so, 
this relationship is not linear, with reductions in the fear of crime typically 
lagging declines in crime levels and falling less quickly than crime levels.

One reason for this effect is that even as the absolute and/or per capita 
level of crime committed in each period falls, the total proportion of people 
who have been victimized rises. Each of those victims, along with members 
of their immediate social network, will tend to experience increased levels of 
fear, which could well persist for longer than the period over which the rate 
of victimization is usually measured. Thus, the decline in crime usually has 
to be significant and has to last for a sustained period before it will manifest 
in a marked reduction in the fear of crime. Even with declines in the levels 
of crime victimization, fear of crime may persist if there is not a correspond-
ing perception that social disorder has also declined.41 Scholars have sug-
gested potential solutions to the problem of fear of crime, such as more 
police on foot patrols, reduction of incivility and disorder (the “broken win-
dows” theory), and improved police-community relations. However, the 
evidence that these solutions have been effective is still inconclusive.

Whatever its source, the fear of crime creates socioeconomic costs. When 
levels of fear fall, these costs fall, too: expenditures on services like private 
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security, some of which are of marginal socioeconomic value, often decrease; 
some forms of economic activity, such as informal trade, may increase; and 
certain transaction costs may decrease. But quantifying the economic value 
of policing’s effect on declining levels of fear of crime is difficult, not only 
because it is hard to assess the relationship between policing and the fear of 
crime, but also because it is unclear how to quantify the value of the changes 
induced, even if those changes could be measured accurately (see box 4.17). 
An important consideration noted in one study is that the fear of crime 
might affect the level and pattern of investment, reducing growth or distort-
ing the path of economic development.42

Impact of Policing on State Legitimacy
Effective policing may increase the legitimacy of the state, but quantifying 
the value of this effect is even more difficult than assigning a value to the 

Box 4.16 Relationship between Crime and the Fear of Crime in 
U.S. Cities

Reported levels of fear of crime track actual levels of crime imprecisely. This is 

evident in a simple snapshot of data that maps survey responses about feelings 

of safety (“Do you feel safe walking alone at night?”) against levels of reported 

crime in cities across the United States (figure B4.16.1). The data show that 

“people have a rough sense of the risk of crime, but they don’t calibrate it very 

well.” One reason why the risk is hard to calibrate is that the odds of becoming 

a victim of violent crime are generally very low; thus changes in the likelihood 

of becoming a victim are hard to evaluate precisely.

Figure B4.16.1 Correlation of Feelings of Safety with Levels of 
Crime: Percentage of People in U.S. Cities Who Feel Safe 
versus Violent Crimes per 100,000 Residents, 2012

Source: Enten 2014; based on data from the Federal Bureau of Investigation and 
Gallup.
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impact of policing on declining levels of crime or of fear of crime (see 
box 4.18). Police officers are among the most visible and important points 
of day-to-day contact between the state and members of the public; in states 
lacking support and legitimacy, good policing can manifest and reflect 
improving governance. This improvement, in turn, can have implications 
for the costs (or perceived costs) of doing business, and the readiness of 
businesses and consumers to save, spend, and invest. Improving the perfor-
mance of the police, therefore, might be thought of as coinciding with, and 
reflecting, the process of state building itself. Manifestly poor policing, on 
the other hand, can have the opposite effect on a society, imposing eco-
nomic costs that are greater than the direct costs of both crime and policing 
itself. In other words, there is a strong degree of complementarity between 
improved policing and greater state legitimacy. For obvious reasons, valu-
ing the impact of policing is complicated by the impact of improving or 
deteriorating policing on perceptions (and the reality) of the quality of 
governance.

Legitimacy and Effectiveness
The techniques used by the police and the legitimacy of these techniques can 
also have implications for the long-run costs of policing itself. Effective 
policing depends heavily on the quantity and quality of the information 
provided by members of the public (whether victims, witnesses, or simply 
people with information about criminal activity). Information is costly to 
procure, and those costs are strongly correlated with police legitimacy, 
especially perceptions of competence and integrity. It is therefore no 

Box 4.17 Crime and GDP

The relationship between gross domestic product (GDP) and levels of crime 

and insecurity is a controversial one. It is widely accepted that high levels of 

crime can reduce GDP and GDP growth through various transmission mech-

anisms, including the costs of death, injury, and the loss of property; the 

opportunity costs associated with expenditure on (low-productivity) security 

services, both public and private; raised costs of doing business; and the 

dynamic losses that crime may generate by increasing risk, changing expec-

tations of the future, and reducing savings and investment.

It is worth noting, however, that for some crimes, the first-order effect on 

GDP is distributional; income/assets are lost by some and gained by others. 

Other crimes can actually increase national income to the extent that the flow 

of goods and services in an economy is higher than it would be otherwise. 

This second scenario holds, for example, with regard to certain voluntary 

actions and transactions that are criminalized. Thus prostitution (a service) 

and drug manufacture and distribution might increase the value of a society’s 

GDP, albeit in unmeasured and generally undesirable sectors, most of which 

are thought to have large negative externalities.



 Public Expenditure Reviews of Policing Services   329

accident that illegitimate police services need to rely more heavily on 
the most costly means for obtaining information (informers, surveillance, 
 interception of communications, detention without trial, and coercion or 
torture). These techniques frequently have the effect of further undermining 
police legitimacy and further raising the costs of reliable information. For 
this reason, techniques that appear cost-effective in the short run may make 
it harder (and more costly) to provide effective policing (reduce crime) in 
the medium and long run.

Aggressive policing runs the risk of lowering police legitimacy, but it can 
sometimes reduce levels of crime and insecurity. In other words, overly 
aggressive tactics can harm the legitimacy of the police while also generat-
ing suppressive effects whose impact might persist over time. Indeed, where 
crime and violence are endemic (and where police lack the capacity to 
deploy more moderate tactics or where there is significant public support 
for aggressive policing), the impact of these strategies on police legitimacy 
may even be positive. That is, an aggressive, “tough on crime” approach 
may be judged favorably by the public and so may increase the legitimacy 
of the police, at least in the short term. In the longer term, however, it may 
reduce it—and may also reduce citizens’ willingness to comply with the 
police. This appears to have been the case with the stop-and-search strate-
gies in New York City.43

In developing countries, aggressive policing practices are generally more 
widely accepted. For example, public opinion surveys in Latin America and 

Box 4.18 Police Strategy, Crime, and the Value of Homes in Rio de Janeiro

Beginning in 2008, a new police strategy was introduced to reduce crime in the favelas of Rio de 

Janeiro. As in many metropolitan areas in developing countries, a significant part of the popula-

tion of Rio lives in very low-income communities, with a high concentration of substandard, 

informal housing. Over the past three decades, the city has been plagued by conflicts over terri-

tory between drug gangs and militias, with many favelas effectively being occupied and gov-

erned by the drug gangs. The Unidade Pacificadora da Policia (“Pacifying Police Unit,” UPP) 

program reoccupies specific favelas by force using elite police units, drives out the drug gangs, 

roots out caches of weapons and drugs, and then installs permanent police stations staffed by 

highly trained, well-paid, and newly recruited officers; 18 such stations have been installed since 

2008. The basic objective of reoccupation is the renewed assertion of the rule of law and the 

reduction of drug gang–related crimes.

Frischtak and Mandel sought to estimate the impact of falling levels of crime as a result of the 

UPP on the rise in the value of houses in areas adjacent to the new stations.a They demonstrated 

that (i) the police strategy worked (in that crime levels fell faster in areas where UPP was imple-

mented than it did in other areas); and that (ii) one consequence of the declining high levels of crime 

was a faster-than-average rise in the value of homes in the area. As a significant proportion of 

household wealth is tied up in housing assets, the decline in crime simultaneously raised household 

wealth.

a. Frischtak and Mandel 2012.
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the Caribbean reveal that citizens tend to support more aggressive policing 
practices to tackle crime.44 Hence there appears to be an association 
between endemic levels of crime and fear of crime on the one hand, and 
more aggressive policing practices on the other.

What is much less clear, however, is whether an aggressive approach is 
sustainable. Two factors suggest it may not be. The first is that the success 
of these measures (assuming they are successful in their own terms) can 
reduce the perceived need for such tactics among members of the public, 
making their continued use less legitimate. The second is that there is a sig-
nificant risk of overreach and error in executing tactics of this kind, some-
times leading to crises in police legitimacy that can impose different kinds of 
direct and indirect costs on the police and on the government to which they 
are accountable. It is important to recognize here that police actions will 
always offend some members of the community; so policing to a greater or 
lesser extent is always engaged in the pursuit of legitimacy and consent.

Approaches to Measuring Police Performance
Measuring performance—developing a set of reliable indicators of activ-
ity,  output, or outcome that can be easily collected and unambiguously 
 understood—has proved harder for policing than for most other public ser-
vice institutions. As already described, it can be difficult to assess the rela-
tionship between policing and the key policy goals associated with it: the 
prevention or reduction of crime and the maintenance of public safety. 
Crime levels are determined by a very wide variety of factors, the majority 
of which are likely more important than the volume or quality of policing 
services. A second challenge, one that is not inherently insurmountable but 
is still significant, is that the police organization itself usually collects the 
key data used in assessing its impact. This role can create problems of incen-
tives that raise doubts about the reliability of crime statistics.

One approach to this problem is to have independent agencies conduct 
victimization surveys. Such surveys, however, tend to be expensive, difficult 
to conduct, and fraught with methodological challenges of their own. They 
may also be conducted unevenly across police jurisdictions and focus on 
potentially unrepresentative cities and regions. More important, most vic-
timization surveys are not conducted regularly enough to be used as a basis 
for assessing changes in police performance, even if they do provide impor-
tant insights both into levels of public safety and into the reliability of police 
crime statistics. The upshot, however, is that the crime information pro-
vided by police organizations is often its own master set, and its accuracy 
cannot be easily assessed.

Measuring police performance is also hard because it has been difficult to 
generate an academic and practitioner-wide consensus about how to measure 
policing. Police agencies offer a range of services, and for each one, perfor-
mance can depend on how it is delivered. One way to summarize the chal-
lenge of achieving value for money in policing is this: (i) policing is a complex 
set of tasks that cannot easily be reduced to a single measure, and (ii) policing 
is most cost-effective when the police are legitimate and when they conduct 
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their duties with the consent of those who are being policed. The difficulty is 
that in cases where policing is not legitimate and is not conducted with the 
consent of the policed, achieving legitimacy and public consent is time- 
consuming and expensive. To the extent possible, performance measures 
should not only assess what services are delivered and how; they should also 
measure how police activity affects legitimacy and public consent. To this 
end, experts have proposed a variety of alternative approaches to framing the 
elements of policing that need to be measured in order to holistically assess 
how well the police are delivering on their multidimensional mandate.

While multidimensional (or “balanced scorecard”) approaches to mea-
suring police performance complicate the process, there is broad (if not 
complete) consensus that too narrow a construal of key performance areas 
creates perverse and untenable outcomes when applied to a service as com-
plex and diverse as policing. As Davis suggests, “performance measurement 
systems should capture the complex set of expectations that modern society 
has of the police, including service to citizens who request assistance and 
humane treatment of persons detained or held in custody.”45 One approach 
recommended as the basis of international best practice involves measure-
ment of seven dimensions of performance46:

1. Reducing crime and victimization. Although some experts have 
argued that crime is beyond the control of the police, reducing crime 
is the single most important contribution that police make to the well-
being of society and must therefore be a critical element of police 
organizations’ assessments, both internally and externally.

2. Holding offenders accountable (clearance and conviction rates). 
Calling offenders to account is desirable for several reasons: it serves 
as punishment, can prevent and deter offenders from committing 
future crimes, and helps to mete out justice and restore equity.

3. Reducing fear and enhancing a feeling of personal security. Fear of 
victimization is one of the principal costs of crime. It is linked to vic-
timization rates, but it is also influenced by other factors, including 
disorder and “incivility” conditions.

4. Increasing safety and order in public spaces. In today’s anonymous 
cities, the police help ensure that strangers interact with each other 
appropriately in public spaces (parks, roads, etc.).

5. Using force sparingly and fairly. In pursuit of greater public safety, 
society gives the police special powers that they must use judiciously 
and equitably.

6. Using public funds efficiently and fairly. Society expects the police to 
operate economically and to control costs in a responsible manner 
(e.g., deploy officers fairly, keep costs down).

7. Enhancing public satisfaction. The police provide many services to 
the public above and beyond crime fighting. Providing good service to 
citizens increases police legitimacy.

A survey of the literature of police performance indicators is outlined in 
box 4.19.
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Box 4.19 Dimensions of Police Performance

Ideas about how to measure police performance have evolved over time. They were first proposed dur-

ing the emergence of the professional policing model in the 1930s, when the key performance indicators 

for the police were (i) the number of cases cleared (generally through arrest), and (ii) the value of stolen 

property recovered.a Subsequently these measures evolved to include proposals for community sur-

veys about impressions of the police. For most scholars, there is no single “bottom line” for policing (see 

below), although some practitioners (most famously William Bratton, who has run both the Los Angeles 

and New York police departments) insist that crime rates are the single bottom line. Other areas that 

have attracted attention include the number of arrests and/or citations; clearance rates, which measure 

the rate of crimes cleared in relation to the crimes recorded; and response times to calls for service.

Numerous concerns about the efficacy and desirability of these measurements of police performance 

have led to the development of broader measures that seek to assess (i) what communities want from the 

police, and (ii) what police officers actually do. These in turn have led to the development of multidimen-

sional measurements of police performance defined by a variety of approaches (as described in Maguireb):

• O’Neill, Needle, and Galvin (1980)c proposed 46 individual key performance indicators grouped around

• Crime prevention

• Crime control

• Conflict resolution

• General service

• Police administration.

• Hatry et al. (1992)d focused on

• Crime prevention 

• Apprehension of offenders

• Responsiveness of the police

• Feeling of security

• Fairness, courtesy, helpfulness, honesty.

• Mastrofski (1999)e focused on

• Attentiveness—visible police presence

• Reliability—predictable response

• Responsiveness—effort to satisfy people’s requests and explain actions/inactions

• Competence—knowledge of how to handle victims, witnesses, offenders, and the public

• Manners—respectful treatment of all people

• Fairness—equitable treatment of all people/groups in society.

• Moore (2002)f focused on

• Reducing criminal victimization

• Calling offenders to account

• Reducing fear and enhancing personal security

• Guaranteeing safety in public spaces

• Using resources fairly, efficiently, and effectively

• Using force fairly, efficiently, and effectively

• Satisfying customer demands and achieving legitimacy with those policed.

As this brief survey shows, approaches to defining the dimensions along which police perfor-

mance can and should be measured are diverse and divergent. The key commonality is that policing 

needs to be evaluated across a spectrum of indicators.

a. Maguire 2003.
b. Ibid.
c. O’Neill, Needle, and Galvin 1980.
d. Hatry et al. 1992.
e. Mastrofski 1999.
f. Moore 2002.
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Measuring Police Performance in Relation to Crime Rates

The impact of policing on crime levels is the subject of intense academic and 
policy debate, partly because of methodological challenges. One of the 
most important of these is a problem of endogeneity: levels of crime in a 
particular area may be the consequence of the level of policing in that area, 
but may also be the reason for variations in the level of resourcing available. 
Thus if police resources are deployed to areas in which crime levels are 
believed by policy makers to be high, studies may underestimate the effect 
of policing on crime.

When resourcing decisions are made on the basis of factors other than 
crime levels—social and political dynamics, for example, that prioritize the 
need of some communities over that of others—assessing the impact of 
policing is complicated further. This is because police carry out very com-
plex and varied tasks in addition to law enforcement that increase the dif-
ficulty of measuring impact. Even further complications arise if crime levels 
are measured using police crime statistics, since these may be poor measures 
of actual levels of crime and may be strongly influenced by the availability, 
accessibility, and legitimacy of the police as well as by police recording 
practices.

Another important complication, critical for security sector reform, is 
that the effectiveness of the police depends on the level of legitimacy they 
enjoy (see box 4.20). Increased policing may have measurably positive 
impacts in an area where police are seen as legitimate; but these results will 

Box 4.20 Building Police Legitimacy

At a 2013 United Nations Police (UNPOL) conference of global police practitioners, David Bayley argued 

that legitimate policing was a critical building block for legitimate government. Because ensuring public 

safety is so  central to the expectations that citizens have of their states, legitimate government cannot 

be built without legitimate policing. Bayley suggested that police legitimacy requires four elements:

1. Respect for the rule of law

2. A commitment to human rights

3. Accountability to external authorities

4. Responsiveness to the public.

Of these four, only the last was fully in the control of the police agency itself; the others require 

active commitment from other parts of the state. In relation to police responsiveness, Bayley sug-

gested that there were three priorities for building the requisite performance to secure legitimacy:

1. Availability to the public (i.e., ability to answer calls for service, be present in the streets)

2. Helpfulness (i.e., ability to provide services that actually improve the situation)

3. Fairness to and respect for those with whom police officers engage.

Each of these elements of the police responsiveness agenda could be broken down further, but 

together they offer a useful frame for thinking about the challenges of police reform.

Source: David Bayley, keynote address at UNPOL conference of global police practitioners, Oslo, March 2013.
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be hard to replicate in areas where they are not. As already discussed, police 
legitimacy is critically important for police performance: police are much 
better able to fulfill their functions if they enjoy public support and if mem-
bers of the public are willing to provide them with information and evi-
dence. Importantly, levels of legitimacy can vary across socioeconomic or 
ethnic groups (who often have different experiences of law enforcement).

Gender mainstreaming can also play an important role, both institution-
ally and operationally, in good policing and in building public  legitimacy, 
particularly in the security sector reform context. The UN Department of 
Peacekeeping Operations’ Integrated Technical Guidance Note emphasizes 
that gender-responsive security sector reform “can serve as a model for the 
inclusion of marginalized and excluded groups in the security sector.”47 In 
turn, institutions reflective of all members of society are more likely to be 
trusted and seen as legitimate. Better gender balance in policing not only 
improves access by all citizens to the law, but also increases the efficacy of 
policing itself via a “broader range of police skills, approaches, and per-
spectives.”48 Greater gender inclusiveness involves building ties with wom-
en’s civil society groups, having both men and women present on patrols, 
training both male and female officers to respond to sexual and gender-
based violence, and having female officers speak with female victims of 
crime.

Reporting of Crime Rates and Public Perceptions
Even in the best-resourced, best-managed police agencies, crime levels as 
recorded by the police usually understate the level of victimization in a com-
munity. One reason why police crime statistics may be inaccurate is the 
underreporting of crime by victims, which could be a consequence of vari-
ous factors:

• Victims are unaware or do not believe that a crime has been commit-
ted, because they are unaware of the incident, do not view the incident 
as criminal, or think the incident should not be deemed criminal (as 
may be the case with some kinds of gender violence, for example).

• The police are inaccessible.
• There is a lack of faith in policing and the courts among citizens, par-

ticularly among socially marginalized groups (such as ethnic minorities, 
undocumented migrants, prostitutes, etc.), who see going to the police 
to lay a criminal complaint as undesirable (see box 4.21 and box 4.22).

• The police lack legitimacy.

A second important reason why crime statistics might be inaccurate is 
the underrecording or misreporting of crime by police officers. This is a 
particularly pervasive issue in fragile countries, where it occurs for these 
reasons:

• Police data management infrastructure and systems (including the 
skills of data handlers) may be inadequate to the task of accurate 
reporting.
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Box 4.21 Police-Citizen Relations in Africa

Afrobarometer, a research organization that conducts regular surveys across a range of African states, 

has asked respondents about their relationship with the police. Majorities or large minorities of 

respondents say that they do not trust the police at all or trust them only “a little” (figures B4.21.1 and 

B4.21.2). One reason for this mistrust may be the fact that large majorities in most countries— 

 especially in rural areas—do not see police or police vehicles frequently.

When asked whether they report crimes to the police, only a fifth of respondents said that they did. 

They offered a wide range of reasons for not doing so.

Figure B4.21.1 Proportion of Citizens in African Countries Who Do Not See Police or 
Police Vehicles Frequently, 2011–2012

Urban Rural

100

90

80

70

60

50

40

30

20

10

0

Pe
rc

en
t

Ben
in

Botsw
an

a

Burk
in

a F
as

o

Buru
ndi

Ghan
a

Ken
ya

Le
so

th
o

Lib
er

ia

M
ala

wi
M

ali

M
au

rit
iu

s

M
oza

m
biq

ue

Nam
ib

ia

Nig
er

ia

Sier
ra

 Le
one

South
 A

fri
ca

To
go

Ugan
da

Ta
nza

nia

Zam
bia

Zim
bab

we
To

ta
l

Cab
o Ver

de

(Box continues on next page)

• The police may deliberately understate the level of reported crime (or 
the level of particular crimes about which there is particular political 
pressure) in order to satisfy their superiors or the public.

For example, the International Crime Victims Survey showed that in 
the year 2000, more than 50 percent of victims did not report the crime to 
the police.49



336   Securing Development

Figure B4.21.2 Frequency of Top Reasons for Not Reporting Crimes to Police in 
African Countries, 2011–2012
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Source: Livingston 2013.

Box 4.21 Police-Citizen Relations in Africa (continued)

The opposite problem to underrecording is overrecording of crime; this 
may occur when police organizations seek to increase the pressure on 
political authorities in an effort to increase their resourcing. Such tactics 
are rare, however, given that security sector budgetary allocations are on 
average fairly constant. Indirect overrecording of crimes, which may take 
place when crimes are misclassified or downgraded to reduce the number 
of more serious crimes recorded, is more likely than direct overrecording 
of crimes.
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Box 4.22 Police-Citizen Relations in Latin America

The Latin American Public Opinion Survey (LAPOP) conducts regular surveys across Latin America 

and the Caribbean on citizens’ perceptions of a range of issues, including safety and security. One of 

the questions addresses the relationship between citizens and the police. Trust in the police appears 

to be a major issue in the region (figure B4.22.1). During the past decade, opinion surveys have shown 

that 20 percent of the population does not trust the police forces at all, compared to 10 percent who 

trust the police a lot (LAPOP survey, 2000–2012). However, there is substantial variation across coun-

tries. For example, data show that in Argentina and the Dominican Republic, a significantly higher 

percentage of people do not trust the police than in Nicaragua, where the percentage of people who 

trust the police a lot is slightly higher than the percentage of people who don’t trust the police at all.

Figure B4.22.1 Trust in the Police in Latin American Countries, 2000–2012
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The recording of crime involves five different steps, any one of which 
may introduce bias into police crime statistics and lead to underestimation. 
These steps include the following:

1. The recognition by a victim that a crime has occurred and that it 
should be reported

2. The decision by the victim to report the crime to the police and then 
actually doing so

3. The accurate recording of the crime by the police officer to whom it is 
reported

4. The existence of a comprehensive process for aggregating crime data
5. The accurate reporting of the results of those to authorities outside of 

the police (and to the public).

Where police organizations are undergoing significant reform—or 
where society as a whole is experiencing significant changes—the level of 
underreporting of police crime statistics can vary. If the police reform is a 
response to the perception that levels of safety are low, then reformers 
consciously and explicitly seek to increase levels of police accessibility and 
legitimacy so that reporting rates will increase. Reformers might also be 
consciously aiming to increase the accuracy of police recording practices. 
Similarly, social changes that disrupt established patterns of civilian-police 
interaction have important consequences for the probability that particular 
incidents will be reported to the police and recorded by them. Thus while 
changes in police crime statistics can reflect underlying changes in the level 
of public safety (as in the first example), this is not always the case and 
should be kept in mind when statistics are interpreted.

Police and Self-Reporting
As previously mentioned, a key reason why police crime data are difficult to 
use for the purposes of assessing performance is that they are collected by 
the police. There are a number of important consequences of this fact:

• Assessing the level of public safety purely on the basis of police crime 
statistics can increase the incentives of the police—and the institutions 
they report to—to manipulate the data.

The public’s levels of trust in the police likely affect reporting of crimes: people are less likely to 

report crime when they have less trust in the police, more likely to report crime when they have more 

trust. Using the LAPOP survey for the 2000–2012 period, a simple correlation analysis shows on aver-

age a positive and statistically significant correlation—albeit weak—between trust in the police and 

the reporting of crime. This weak correlation is likely due to the fact that levels of trust in the police are 

generally low.

Source: Vanderbilt University 2012.

Box 4.22 Police-Citizen Relations in Latin America (continued)
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• The existence of a “dark number” (defined as those crimes not 
reported to the police) and a “gray number” (defined as those crimes 
reported to the police but not recorded or not properly recorded) 
means that increases or decreases in recorded crime statistics might 
simply reflect changing reporting practices rather than changes in the 
underlying trend. If increasing levels of recorded crime are the result 
of increased reporting, they might reflect the police force’s increased 
legitimacy and accessibility. In this case, the appropriate interpreta-
tion of an increase in recorded crime might be that police performance 
has improved—so that more people feel it worthwhile to report 
crime—or might be that social values are changing.

• The difficulty of assessing the level of public safety can be mitigated 
by conducting victimization surveys, but these tend to be expensive 
and of limited utility unless they use extremely large samples. As 
already mentioned, they must also be repeated regularly to be of any 
value in assessing either changing levels of safety and security or 
police performance. Finally, they, too, are subject to a wide range of 
methodological and interpretive challenges relating to how respon-
dents understand and define events.

• Because crime statistics cannot be audited independently, their use 
as performance indicators—of individuals, of police units, or of the 
police organization as a whole—can generate perverse incentives. 
A corollary is that the greater the emphasis on crime and safety in 
public debate and political contestation, and the greater the empha-
sis on the police’s responsibility for crime, the greater the incentive 
to manipulate the data. It is possible to manage these processes 
effectively, as demonstrated by the success that the NYPD (and 
others) have had in using Compstat and other statistics-based sys-
tems for monitoring the performance of individual precinct and 
beat commanders and the deployment of resources (see box 4.23). 
It is unclear, however, whether this success is replicable in institu-
tions where managerial skills are less developed, human and IT 
capabilities are less sophisticated, and police officers (and manag-
ers) may not be very numerate.

• Following the apparent success of Compstat-based approaches in 
some large cities (see box 4.23), similar systems have been adopted by 
large municipal forces in Latin America. The city of São Paulo and the 
state of Minas Gerais, for example, credit Compstat-like strategies for 
their success in reducing levels of violence. Other countries in the 
region, including Colombia and Mexico, have adopted similar plat-
forms to tackle crime more effectively.50

• A final consequence relates to so-called “victimless crimes,” where 
the criminal conduct is voluntary and consensual. Since there is no 
obvious “victim” to report crimes like drunk driving, drug dealing, 
 corruption, and prostitution, they are recorded only as a result of 
police-initiated activity (e.g., roadblocks, buy-bust operations, 
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surveillance operations, and stings). Any increases or decreases in 
these crimes may therefore say more about police activity than about 
the underlying trends.

Apart from the possibility that using crime statistics as performance indi-
cators may create perverse incentives, the extent to which crime levels are 
affected by policing is unclear. Debate about the relationship of policing to 
levels of security is ongoing, unresolved, and possibly unresolvable. For this 
reason alone, using crime statistics to measure the performance of the 
police—and in particular the performance of individual officers and groups 
of officers—may be undesirable; premised on the assumption that crime 
levels are strongly affected by police action (or inaction), this approach 
distorts debate about the legitimate role of the police and about the propor-
tion of public resources to be expended on policing. That is, police organi-
zations, units, and individual officers will have reason to expect higher 
levels of resourcing when crime levels are factored into reviews of police 
performance.

Crime statistics are often the only data available for monitoring and 
assessing policing, and there is obvious utility in examining what they reflect 
about levels of safety and security. But they need to be used very carefully 
and with clear recognition of their limits.

Box 4.23 Compstat

The term “Compstat” is often used to refer to two distinguishable systems. The first is a strategic 

management system that generates and maps crime data much more rapidly than was historically 

possible for police data-gathering and aggregation processes. The second is a set of internal manage-

ment processes, established in the New York Police Department (NYPD) in 1994 by its then commis-

sioner, William Bratton, when the IT system underpinning those processes was implemented. As one 

study notes, Compstat has also become shorthand for the full range of strategic, problem-solving 

activities in the NYPD, including the institution’s twice-weekly Compstat “Crime-Control Strategy 

Meetings,” where precinct commanders appear before several of the department’s most senior man-

agers to report on crime problems in their precincts and their responses to them, and where new data 

generated by Compstat are assessed.a

Compstat’s main contribution to management seems to be speed: crime data are now available to 

precinct commanders for the previous week (compared to a lag of three to six months before 

Compstat). The data include a full range of operational statistics as well as sophisticated crime maps, 

helping to identify trends in crime in close to real time, and forcing commanders to account for how 

they have adjusted deployments or how they will do so in the future. Compstat also facilitates coor-

dination across organizational boundaries.

In recent years, however, Compstat has been subject to increased scrutiny because some precincts 

have allegedly mismanaged the program to suggest the police were more effective than they actually 

were. For example, some serious crimes appear to have been deliberately downgraded and the num-

ber of stop-and-frisks increased.b

a. Weisburd et al. 2004.
b. Eterno and Silverman 2012.
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Alternative Ways to Measure Performance

Alternative measures of police performance are available, though each has 
its own weaknesses. Some common alternatives to crime statistics include:

• Activity-based measures, such as patrol intensity, emergency response 
times, and the number of activities such as stop-and-search or road-
blocks conducted

• Output-based measures such as seizures of contraband
• Output measures on arrest and clearance rates.

Like activity-based measures in other domains, measurements of police 
activity can provide data on the efficiency with which police resources are 
being used, but may not convey any information about the impact of their 
use on levels of safety and security. Indeed, the activity-based approach is 
beset by weaknesses; the most obvious is that little data exist on the rela-
tionship between particular activities and levels of safety and security. At 
the same time, where there is at least some evidence that a particular police 
strategy is useful for some goals—e.g., that stop-and-search may reduce the 
carrying of illegal weapons, or that police roadblocks may reduce the inci-
dence of drunk driving—measurements of police activity can be assumed to 
reflect something about the effectiveness of the use of police resources. (For 
some significant problems with the stop-and-search strategy, see box 4.24.)

A more difficult problem with activity-based measurements, however, is 
their tendency to encourage misallocation of police resources and energy. If 
police officers or units are measured on the number of roadblocks they 
conduct and the number of vehicles they search, they may expend fewer 
resources and less energy on other kinds of activities or strategies. Crimes 
that require these other approaches are likely to go relatively under-
resourced precisely because they are not being measured in the same way 
and with the same degree of rigor.

Measuring Outputs
Using measurements of police output (as opposed to activities) has potential 
problems, but it is often more easily justified even when the link between a 
particular output and the level of crime is ambiguous. Key output measures 
include the volume of contraband seized by the police, the number of arrests 
made, and the conversion of those arrests into prosecutions and convictions 
(i.e., arrest rates and clearance rates).

One key police output is the seizure of contraband and the recovery of 
stolen goods. Police agencies often dedicate significant resources to the sei-
zure of illegal goods (e.g., narcotics and illegal weapons), legal goods being 
traded illegally (e.g., unlicensed or untaxed liquor or cigarettes; intellectual 
property traded without the payment of royalties), and stolen goods.

There is contradictory evidence about the impact of these activities even 
on the kinds of crime they seem most likely to affect. For instance, the prices 
charged for narcotics have been falling consistently for decades,51 suggest-
ing that police activity has made little impact on supply even as demand has 
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remained essentially static.52 At the same time, it seems implausible that 
police resources devoted to the seizure of contraband and recovery of stolen 
goods would fail to disrupt the markets for some kinds of goods (e.g., stolen 
cars, drugs sold at street level).

Another important output measure is the number of suspects identified 
and arrested, and the conversion of those arrests into prosecutions and 
convictions. It should be stressed that the link between arrest, prosecution, 
and conviction (to say nothing of incarceration), on the one hand, and 
crime levels, on the other, is contested in the theoretical and empirical 
 literature; for every study suggesting that crime levels are affected by police 
productivity in this sphere, there is another casting doubt on the relation-
ship. Nevertheless, if the mandate of the police is understood to include the 
delivery of justice to offenders (or if the needs and desires of victims of 
crime have political salience in setting criminal justice policy), then the 
arrest, prosecution, and conviction of offenders is a legitimate public policy 

Box 4.24 Controversies Surrounding Stop-and-Search

One of the most common police activities across the world is the stop-and-search, in which officers 

stop pedestrians (and sometimes motorists) and search them. In some jurisdictions this is often the 

premise for a “shakedown” (when an officer threatens to arrest a member of the public unless paid 

off) or outright theft or robbery. Yet even when officers are not abusing their authority in this way, the 

practice is controversial because of who tends to be targeted. Consider the chapter titles of a recent 

edited collection on stop-and-search practices across the worlda:

• The Formation of Suspicions: Police Stop and Search Practices in England and Wales

• Stop and Search in London: Counter-terrorist or Counter-productive?

• Ethnic Profiling in ID Checks by the Hungarian Police

• The Usual Suspects: Police Stop and Search Practices in Canada

• The Fantastical World of South Africa’s Roadblocks: Dilemmas of a Ubiquitous Police Strategy

• “War on Illegal Immigrants,” National Narratives, and Globalization: Japanese Policy and 

Practice of Police Stop and Question in Global Perspective

• Ethnic Profiling in the Netherlands? A Reflection on Expanding Preventive Powers, Ethnic 

Profiling and a Changing Social and Political Context

• “It Sounds Like They Shouldn’t Be Here”: Immigration Checks on the Streets of Sydney

• Suspecting Immigrants: Exploring Links between Racialised Anxieties and Expanded Police 

Powers in Arizona.

These titles suggest the essentially political nature of active police patrols and, hence, their 

potential for promoting controversy and perceptions of unfairness. There is, of course, some evi-

dence that in some contexts, these patrols can play a big role in increasing public safety and/or 

public perceptions of police and government effectiveness. They are credited for playing a role in 

reducing crime in many American cities over the past two decades. Nevertheless, it should also be 

clear that, unless levels of police professionalism are high, use of these strategies in some societies 

might have more to do with social and political dynamics than managing public safety.

a. Weber and Bowling 2012.
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goal, even if it has only an ambiguous effect on the level of crime. From this 
point of view, the commission of a crime is not a measure of the failure of 
policing (as it might be if crime prevention were the sole goal of the police), 
but the event that instigates the delivery of police services, and, indeed, the 
services of the rest of the justice system.

Data on arrests, prosecutions, and convictions convey important infor-
mation about how police (and justice system) resources are being used. 
However, relying on these data entails certain caveats, which are listed here 
(and discussed further in box 4.25):

• The volume of arrests may be unrelated to the quality of those arrests. 
There are recorded instances, for example, of police officers seeking to 
clear unsolved cases by charging suspects in one crime with other 
(similar) crimes even when evidence for this link is absent or weak. 
Thus data on arrest and clearance rates ought to be qualified by data 

Box 4.25 Two Cautionary Notes on Measuring the Performance of the Criminal 
Justice System

At a 1993 Bureau of Justice Assistance conference on performance measures for the criminal justice 

system, James Q. Wilson argued that the utility of police performance measures is limited, because 

the effect of police behavior on public safety is limited:

Most of the efforts to improve performance measures for policing have concentrated on finding either 

real measures of overall effectiveness or plausible proxy measures. Not much has come of these 

efforts for reasons that should be obvious. There are no “real” measures of overall success; what 

is measurable about the level of public order, safety and amenity in a given large city can only be 

partially, if at all, affected by police behavior. (For example, if the murder or robbery rates go up, one 

cannot assume that this is the fault of the police; if they go down we should not necessarily allow the 

police to take credit for it.) Proxy measures almost always turn out to be process measures—response 

times, arrest rates or clearance rates—that may or may not have any relationship to crime rates or 

levels of public order.a

Speaking at the same conference, Alpert and Moore criticized the use of standard measures of 

police performance—crime levels, arrest rates, clearance rates, response times—for a different 

 reason: they don’t facilitate the deployment of community police strategies and in fact result in 

resources being misdirected:

These measures remain critical as part of an overall system for measuring police performance. As 

currently used, however, they reflect an increasingly outmoded model of police tasks and fail to cap-

ture many important contributions that the police make to the quality of life. More important, these 

measures may misguide police managers and lead them and their organizations towards purposes 

and activities that are less valuable than others that can be achieved with limited and diminishing 

resources.b

a. Wilson 1993, 159.
b. Alpert and Moore 1993, 109.
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on the nature of the cases in which the arrests were made, the number 
of cases prosecutors take to court, and the proportion of cases that 
result in convictions. Since prosecution and conviction may occur 
sometime after arrests are made, it may be difficult to assess the qual-
ity of arrests when the number varies significantly from period to 
period. In addition, given that making arrests is easier for some kinds 
of crime than for others, it may be important to assess the distribution 
of arrests across categories of criminal activity.

• Prosecution and conviction rates can be helpful in assessing the 
quality of arrests—but only when the prosecution services and 
courts are sufficiently independent and professional to render these 
data meaningful. One potential (perverse) consequence of using 
these data, however, is that they may encourage the deployment of 
police (and justice system) resources to the simplest cases (those in 
which it is relatively easy to identify suspects, produce evidence, and 
achieve convictions). Some kinds of cases—particularly those com-
mitted by strangers (e.g., robbery) or committed surreptitiously 
(e.g., burglary)—are notoriously difficult to solve53 and may be 
deprioritized in a justice system that uses prosecution and conviction 
rates to assess police productivity and effectiveness. In addition, 
police officers often contend that inadequate skills and resources in 
the prosecution services (or judiciary) account for the failure of cases 
in courts, so that low prosecution and conviction rates do not neces-
sarily reflect the quality of police work. Incentives in the prosecution 
services may also have an influence here: if prosecutors’ performance 
is judged on the rate of convictions for the cases they actually take 
to court, they may choose to prosecute only the cases in which a 
conviction is very likely.54

Measuring Response Times
One frequently used set of performance data, which falls somewhere 
between measuring activity and measuring outputs, relates to police respon-
siveness and reaction time. Rapid response times from the police are highly 
valued by communities and politicians, and overall perceptions of police 
quality are often partly based on the speed of police response to calls for 
service. To the extent that this is so, the rapidity of response might be 
deemed an output of policing rather than an activity. Yet for most “ordi-
nary criminality,” the rapidity of police response has little relation to the 
likelihood that a suspect will be arrested or successfully prosecuted. (Of 
course in some circumstances—e.g., incidents of public violence—ranging 
from barroom brawls to community conflict to political protests to mass 
shootings—response time is potentially important.) Response time tends to 
be comparatively unimportant because by the time the police are called, the 
crime has usually been completed and the offender is no longer present. For 
this reason, police organizations need graduated responses to different 
kinds of calls for service, and should seek to manage public expectations in 
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this regard. The absence of this kind of triage—a situation sometimes 
dubbed the “tyranny of 911”—can result in the inefficient allocation of 
resources within a police agency.

Professional Supervision and Data Collection
The difficulties of measuring police performance suggest the importance 
of highly professional management of the police; with less skilled or well-
trained managers, it is difficult to ensure that resources are deployed in a 
way that maximizes value for money. Building a professional management 
cadre where one does not exist is a complex task, however. Where man-
agement is weak or inadequate, systems based on quantifiable indicators 
can be useful, in spite of their numerous difficulties. In other words, a 
well-designed system of performance indicators may substitute for some 
of the weaknesses in managerial capabilities—although instituting such a 
system is itself not easy, and its impact on performance will depend partly 
on the quality of police managers. Simply providing and making transpar-
ent some performance data, however, can ensure an improved debate 
about the need for—and direction of—police reform. In this regard, a 
critical challenge is designing a data collection process that ensures accu-
rate data: because the police may be the sole source of the data, there may 
be no way to assess its accuracy and no independently gathered data 
against which to measure it.

Measuring the Use of Force
The use of force, including the risk that force will be used inappropriately 
or disproportionately, is a key element in understanding policing, and sev-
eral institutions recommend using performance indicators that focus on this 
issue. The Vera Institute of Justice, for example, suggests using the rate of 
death and injury of people in contact with the justice/security sector (police, 
military, and prisons, in particular) as a measure of the performance of the 
system as a whole, and also recommends using measures of perceived safety 
when people are in contact with the system.55

Community Surveys
Because policing services can be delivered unequally to politically or socially 
marginalized communities, many experts also recommend measuring 
police performance by means of community surveys that focus on the expe-
rience of these groups. Victimization surveys and surveys of public percep-
tion are both useful tools, whether for a performance evaluation system 
being designed from scratch or for those using existing sources of data. 
They tend to be expensive (and, therefore, generally infrequent), but they 
can provide important data for policy makers and operational managers. 
Analysis of the surveys should recognize, however, that public  perceptions—
particularly when measured in general surveys—tend to be affected by fac-
tors over which the police may have little control. These might include 
general political dynamics, levels of media coverage, how community lead-
ers position themselves in relation to the police, etc. These surveys often 
find that members of different communities have quite distinct impressions 
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of the police and their performance, with negative views being more com-
mon among people from socially and politically marginalized communi-
ties. Contact surveys (which interview people who have had recent contact 
with the police) can often provide more accurate data on individual experi-
ences of policing, and results tend to be less differentiated for distinct social 
groups; but they may miss important aspects of group-based public 
perception.

Measuring Police Performance: Two Proposed Frameworks

Given the complexities associated with performance measurement in the 
police, attempts to measure performance must respect the limitations of the 
data. An appropriate strategy depends largely on the extent to which a 
particular environment is rich or poor in data. In data-rich environments, it 
is appropriate to use all the available data to build as nuanced a picture as 
possible of the performance of the police and justice sector, all the while 
recognizing the limits of the data and the potential systemic biases that may 
affect the data’s accuracy and interpretation. Davis argues that “it is impor-
tant not to rely on individual measures, but rather to examine a set of indi-
cators. Individual measures may be misleading, but looking for patterns in 
a set of indicators is likely to give a better picture of an agency’s level of 
professionalism.”56 Or, as the Vera Institute of Justice notes, “an indicator 
should rarely be used on its own. To interpret changes in ambiguous indica-
tors, you should always use a group or ‘basket’ of indicators relating to the 
same policy objective. Baskets of indicators provide a more valid, reliable, 
and rounded view of policy progress.”57

When crime statistics (however derived) are used to evaluate the quality 
of policing across different jurisdictions, results must be adjusted to reflect 
differences in the jurisdictions. It would, for example, be unfair to use crime 
levels alone in comparing the performance of inner-city police with police 
in a quiet country district. How to make these adjustments is controversial 
precisely because it is not clear what causes crime or what risk factors ought 
to be used to make the adjustment. Two approaches are possible: one is to 
simply compare changes in indicators over time for the same police station; 
the second is to define peer groups of police stations and assess performance 
of individual stations against more or less comparable peers.

It is also always desirable to test police crime data against other sources, 
in particular the results of victimization surveys and data from other depart-
ments in the justice system that might point to trends in the throughput of 
cases and suspects to court. In general, initial interpretation should focus on 
trends revealed by the data and should assume that any systemic weak-
nesses have not changed over the period under review. At the same time, it 
may be worth assessing whether this assumption still holds, since the rela-
tionship between the data and the underlying reality might have changed as 
a result of changes in policy or practices. It is also useful to obtain data on 
prisoners awaiting trial (numbers and average length of incarceration), 
which can suggest the efficiency of the justice system as a whole.
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In data-poor environments, the most critical interventions may be (i) to 
obtain organizational buy-in for building the systems needed to gather data, 
and (ii) to ensure that requisite systems and skills are in place to use such a 
system (see box 4.26). The most important data to attempt to capture are 
police data on criminal activity. This information will probably not be com-
prehensive and may not even cover the whole country. It will, however, 
offer at least some insight into some aspects of police workload. This should 
be supplemented with victimization survey data, which are often the only 
feasible way to get a clear picture of the level of insecurity in the short term. 
In addition, data on throughput of cases, prisoner numbers, and the num-
ber (and average length of incarceration) of prisoners awaiting trial should 
be obtained wherever possible.

Measuring Police Performance: Technical, Allocative, 
and Overall Efficiency
Police forces, like other public institutions, use inputs to produce outputs 
and outcomes. Examples of police outputs include clearance rates, which 
use inputs such as the number of police officers, computers, and vehicles, 
among others. Put simply, the resources put forth by the police force should 
increase the number of crimes cleared.

However, the impact of the work of the police goes beyond the clearing 
of a certain number of crimes. For example, it can change, for better or 
worse, the overall crime rate, quality of life of citizens, and citizens’ percep-
tions of the police. These are considered outcomes, and they measure the 
effectiveness of the police force in actually reducing the crime rate or 
increasing the perception of safety in communities.

Box 4.26 Strengthening Crime Data Collection Systems in South Sudan

One of the key areas for sound policy making on crime and violence prevention is the collection, 

systematization, and analysis of data on crime and violence. After decades of civil war, the newly 

formed South Sudan National Police Service (SSNPS) did not have the installed capacity to collect 

and analyze crime data. Following a directive issued by the inspector general of the SSNPS, and 

with the assistance of the United Nations Development Programme, there has been a comprehen-

sive effort to install the institutional capacity to collect and analyze data on crime and violence. The 

objective is to develop a better understanding of the levels and nature of crime in South Sudan. The 

collection of crime statistics is aimed at assisting the South Sudan police administration to analyze 

the trends and patterns of crime across the counties and states, which in turn will assist the police 

administration in formulating important policy-level decisions regarding deployment of police per-

sonnel, establishing or reinforcing police stations, recruitment, transfers, special police measures, 

increasing patrolling, mobile patrolling, searching and community policing.a

Seven quarterly reports have been issued since December 2011. These reports provide statistics on 

crime and violence and a brief analysis of the trends and crime situation. While the statistics suffer 

from weaknesses in terms of measurement, they still make it possible to approximate the police work-

load and capacity to collect and measure data.

a. South Sudan National Police Services 2011–2013.
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In assessments of the efficiency and effectiveness of spending, the 
World Bank has used frontier analysis to estimate technical, allocative, 
and overall efficiency.58 Statistical frontier techniques like data envelop-
ment analysis permit the measurement of efficiency in public sector 
institutions like the police and allow police managers and policy makers 
to identify top- and worse-performing stations and adjust budgets 
accordingly. In order to assess efficiency and effectiveness, each police 
station can be treated as a decision-making unit (DMU). For the sake of 
this example, we assume a total of five DMUs, and assume further that 
each DMU uses two inputs (number of police officers and vehicles) to 
produce one output, crimes cleared (of which a percentage is being cal-
culated over total number of crimes recorded). Efficiency is simply 
defined as the ratio of outputs to inputs.59 In other words, a DMU is 
efficient if it maximizes the outputs produced utilizing the smallest 
amount of inputs. Efficiency can be illustrated with a simple example: if 
each police station has the same resources allocated to it, but police sta-
tion A produces a higher amount of outputs (percentage of crimes 
cleared), it can be argued that police station A is relatively more efficient 
than the rest of the stations.

Technical efficiency—referred to simply as “efficiency” in the exam-
ple above—is the simplest and most commonly used measure of effi-
ciency in performance analysis. As noted before, a DMU is deemed 
technically efficient if it produces the maximum amount of outputs 
using the smallest amount of inputs. An example (shown in table 4.6) 
can help illustrate this relationship.60 For the five DMUs, there is one 
input, 25 police officers; and there is one output, 100 crimes cleared. 
(For the purposes of this example, we assume that this is the maximum 
capacity of the DMU given its current organizational structure and bud-
getary allocations.)

The results indicate that police station D cleared 90 crimes out of the 100 
possible for each police station in this example. The best achievable effi-
ciency score was 100/100 (if inputs are used efficiently to produce the maxi-
mum output), and the current efficiency score was 90/100. Thus police 
station D can be assessed as operating at 90 percent efficiency. On the other 

Table 4.6 Technical Efficiency Scores per Decision-Making Unit 
(DMU)

DMU Actual output
Maximum technical 

efficiency
Actual technical 

efficiency

A 30 100 30

B 80 100 80

C 10 100 10

D 90 100 90

E 60 100 60
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hand, police station C cleared 10 crimes, and its technical efficiency is only 
10 percent. Police station C can be assessed as very inefficient; it would have 
to increase its outputs by 90 percent to become efficient.

In order to measure allocative efficiency, the input prices must be 
known.61 Allocative efficiency can be defined as the optimal use of inputs 
given their prices. Given the difficulty of determining accurate input prices 
for public sector institutions, this measure is generally not employed in effi-
ciency studies of police forces. However, if prices are known, the allocative 
efficiency could be measured.

Overall (economic) efficiency is measured as the combination of techni-
cal efficiency and allocative efficiency.62 As noted before, however, because 
accurate input prices for public institutions like the police are difficult to 
obtain, this measure is generally not reported in performance studies.

A Nonquantitative Alternative
One framework that attempts to organize some of the complexities involved 
in measuring police performance is offered by Davis, who identifies three 
distinguishable kinds of performance measures: process measures, officer 
conduct measures, and outcome measures.63

Process measures are essentially “checklist” measures indicating whether 
the agency has adopted policies governing a particular issue. Examples are 
given in table 4.7.

Officer conduct measures are a set of indicators that address the degree 
of professionalism in officers’ conduct, the volume and nature of citizen 
complaints about officers, etc. Examples are in table 4.8.

Outcome measures are a set of indicators that relate to the outputs and 
outcomes of policing, including crime rates, response times, clearance rates, 
etc. Examples are in tables 4.9 and 4.10.

Table 4.7 Process Measures for Performance

Indicator Definition Source

Police policies Policies on use of force and traffic/pedestrian 
stops conform to national best practices

Analysis of written policies

Training 
programs 

Hours of academy and in-service training on 
use of force, stops, ethnic sensitivity

Analysis of training curriculum

Early warning 
system

Databases to (for example) track citizen com-
plaints received by officers, use of force, stops

Analysis of early warning sys-
tem specifications

Transparency Publication of data on (for example) crime 
complaints, arrests, stops, use of force, citizen 
complaints

Analysis of departmental 
reports, website

Community 
interface

Establishment of citizen advisory council, 
public attendance at open district meetings, 
citizen participation in anticrime activities

Analysis of data from depart-
mental records, observation of 
meetings

Source: Davis 2012. © RAND Corporation. Reproduced with permission from RAND Corporation; further 
permission required for reuse.
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Conclusion

This chapter has outlined the complexities of policing for the purposes of 
conducting a PER, including the security sector context, the strategic and 
institutional responses, and the nexus to expenditure policy, financial man-
agement, and performance measurement. The particular focus or compre-
hensiveness of any particular PER will be contingent on the request of the 
client government, the resources available, and the time frame provided.

Table 4.8 Performance Measures for Officer Conduct

Indicator Definition Source

Handling of 
routine incidents

Professionalism of officers when 
interacting with persons requesting 
assistance or stopped by the police

Brief surveys to assess satisfaction 
of “consumers” of police services

Citizen complaints Number of citizen complaints, rate 
at which complaints are sustained, 
proportion of officers disciplined 

Analysis of annual reports of 
complaint agency 

Officer morale 
and ethics 

Officer job satisfaction and “climate of 
integrity”

Surveys of police officers

Source: Davis 2012. © RAND Corporation. Reproduced with permission from RAND Corporation; further 
permission required for reuse.

Table 4.9 Performance Measures Based on Policing Outputs

Indicator Definition Source

Crime rates Rates of reported crime and criminal 
victimization, adjusted for community 
demographics

Analysis of records management 
system data and/or surveys of 
randomly selected community 
members

Response times Time to respond to emergency and 
nonemergency calls for service

Analysis of data from depart-
mental records

Clearance rates Proportion of crime reports cleared by 
arrest 

Analysis of data from depart-
mental records

Source: Davis 2012. © RAND Corporation. Reproduced with permission from RAND Corporation; further 
permission required for reuse.

Table 4.10 Performance Measures Based on Policing Outcomes

Indicator Definition Source

Community 
opinion

Public opinions of police effectiveness 
and police misconduct

Surveys of randomly selected 
community members

Citizen 
cooperation with 
the police

Willingness of citizens to report crimes 
and noncrime problems to the police

Surveys of randomly selected 
community members

Source: Davis 2012. © RAND Corporation. Reproduced with permission from RAND Corporation; further 
permission required for reuse.
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To cover the ground envisaged, the PER team should ideally comprise at 
least a country specialist, an expert on policing, and an expert on economic 
policy and financial issues. The team makeup will be resource contingent, 
but the multidimensional aspects of the task require a multidisciplinary 
team to support the government and relevant stakeholders in providing the 
necessary analysis.

Finally, given the many contextual and data challenges of undertaking 
a PER on policing, the PER should launch a process of engagement with 
the relevant stakeholders. Save for in exceptionally high-capacity environ-
ments, it is doubtful that a one-off PER would be sufficiently rigorous to 
be useful. In weaker capacity environments, the PER should take some 
steps toward better informing financial and policy decision makers but 
should be considered as a part of a longer-term trend analysis and capacity- 
building agenda.

Annex 4A: An In-Depth Review of Policy Options 
for Delivering Safety and Security

Managing budgets and expenditures of the security sector (outside of the 
military) presents few intrinsic difficulties for public financial manage-
ment (apart from some areas of budget secrecy). But defining a strategy 
for the sector, and deploying resources to execute it, are profoundly dif-
ficult tasks. The sources of a society’s insecurity are complex, and rela-
tionships of causality are notoriously difficult to define. This is particularly 
true of “ordinary crime” (as opposed to some forms of conflict), which 
plays a large role in insecurity in much of the world. Precisely why some 
countries, regions, cities, and neighborhoods are less safe than others is 
a highly contentious question (see box 4A.1). Prescriptions and remedies 
are equally contentious. What is clear is that many of the key factors that 
drive increases or decreases in security are not in the control of the secu-
rity sector.

It is generally accepted that socioeconomic conditions (such as levels of 
employment, poverty, and inequality), as well as some historical/cultural 
factors (such as social attitudes to violence, recent experience of episodes of 
violence and insecurity, the degree of social cohesion), play a role in shap-
ing a society’s overall level of security. Usually, however, the security sector 
can do little to ameliorate those conditions. Nor is it likely to have much 
influence on aspects of youth culture, and in particular the attitudes of 
young men to the use of violence that play a critical role in shaping levels of 
security. Indeed, confrontation with law enforcement authorities is actively 
celebrated among young men, while in others adverse contact with the 
criminal justice system is seen as a rite of passage.

Norms and attitudes of this kind affect the extent to which the activities 
of the security sector will affect the level of safety and security, and, at the 
extreme, may mean that police activity actually helps consolidate gangs 
and gang culture. Similarly, a wide literature suggests that the effect of 
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Box 4A.1 The Contest over the Causes of (and Solutions to) Crime

There is a wide literature—both theoretical and empirical—on the causes of crime and the role of law 

enforcement in reducing crime; and within this literature there is ample disagreement. It is therefore 

not possible to summarize the arguments succinctly or in a way that does not reveal conscious and 

unconscious biases. Some of the more notable contributions to this debate, however, include the 

following:

• Becker (1968) applies the framework and logic of neoclassical economics to the supply and 

demand of criminality and emphasizes the role of deterrence—the likelihood and severity of 

punishment—in determining the level of crime.a He concludes that, at the margin, crime rates 

are more responsive to improvements in the likelihood of detection than in the increase in the 

severity of punishment.

• Wilson (1985) argues, in part, that the rapid rise in the level of crime in the United States in the 

early 1960s was a direct consequence of changing demographics—in particular, the age struc-

ture of the population—and that the failure to adapt to the changing ratio of young people to 

adults resulted in weakening patterns of socialization.b

• Wilson and Petersilia (1995) collect essays by America’s leading criminologists seeking to 

answer the question of what role public policy can play in reducing crime.c A key essay in the 

collection is by Lawrence Sherman, who describes the limited knowledge about the relation-

ship between policing and crime levels.

• Since the publication of Lott (1998),d a heavily contested literature about the relationship 

between gun ownership and crime levels has emerged, with evidence and counterevidence 

appearing in an ever-growing bibliography.

• Blumstein and Wallman (2006) gather a collection of essays on the reasons for the rapid decline 

in crime in the United States in the 1990s.e The contributions suggest that the main driver of the 

rapid decline in homicide was the decline of the crack market, since virtually the entire reduc-

tion in murder rates (and, indeed, the preceding rise) could be accounted for by the reduction 

in murders of young African American men killed by handguns—(i.e., the kind of murders 

associated with competition among street-level drug dealers).

• Fajnzylber, Lederman, and Loayza (2002) find a strong and significant statistical relationship 

between levels of inequality, on the one hand, and per capita levels of violent crime, on the other.f

• Donohue and Levitt (2001 and 2003) argue that legalized abortion in the United States played a 

large role in the decline in crime starting in the late 1990s.g They suggest that because the leg-

islation made it easier for mothers to choose not to have children, fewer children were born 

into distressed and disorganized households, resulting in less crime a few decades later.

• Stretesky and Lynch (2001) link the level of violence in a society to the level of exposure to lead 

and to the concentration of lead in the atmosphere (confirmed by other studies such as Wolpaw 

Reyes [2007]).h

• Levitt (2004) discusses a range of possible explanations for the decline in crime in the United 

States, dismissing six (the strong economy of the 1990s, changing demographics, better polic-

ing strategies, gun control laws, concealed weapons laws, and increased use of the death pen-

alty) and highlighting four (increases in the number of police, the rising prison population, the 

waning crack epidemic, and the legalization of abortion).i

(Box continues on next page)
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• Altbeker (2008) explores the reasons for high levels of violent crime in South Africa.j He empha-

sizes both the socioeconomic origins of the problem and the degree to which high levels of 

crime have become self-perpetuating through their impact on opportunity structures and social 

culture. He suggests that weaknesses in the criminal justice system’s response to crime allowed 

a “culture of crime” to take root.

a. Becker 1968.
b. Wilson 1985.
c. Wilson and Petersilia 1995.
d. Lott 1998.
e. Blumstein and Wallman 2006.
f. Fajnzylber, Lederman, and Loayza 2002a, 2002b.
g. Donohue and Levitt 2001, 2003.
h. Stretesky and Lynch 2001; Wolpaw Reyes 2007.
i. Levitt 2004; Spelman 2006.
j. Altbeker 2008; Stone 2006.

Box 4A.1 The Contest over the Causes of (and Solutions to) Crime (continued)

imprisonment on crime levels can be quite ambiguous. Some studies even 
suggest that in spite of incapacitating offenders for the duration of their 
sentence, incarceration may lead to little if any change to the lifetime num-
ber of offenses that prisoners commit. This is because many people who are 
eventually imprisoned have committed numerous previous offenses (many 
of which may not have been detected by the police) and may be likely to 
continue to offend on their release. In turn, the experience of prison can 
increase offenders’ postincarceration propensity to commit crime, either by 
“hardening” them by or by limiting their choices and so making them less 
able to build a life outside of crime.

Although some countries have made efforts to assess the relative impact 
and cost of different approaches to improving safety and security, these 
assessments may not translate easily from one context to another (see also 
annex 4B). More specifically, it is not clear whether and to what extent 
results from assessments by developed countries and countries with rela-
tively low crime levels can be applied to different contexts. To understand 
why formulating policing strategies is so difficult and so dependent on con-
text, it is helpful to look at a more straightforward process, the formulation 
of strategies for improving health outcomes. While social and cultural 
dynamics are implicated in health outcomes (particularly in relation to sex-
ually transmitted diseases, but also in relation to diet, smoking, and alco-
hol), and while there are legitimate arguments about the cost-effectiveness 
of different approaches to dealing with health challenges, ultimately the 
effectiveness of these approaches is governed by biomedical relationships 
that can be known with some certainty and that apply universally. This is 
not the case with safety and security, where social and historical dynamics 
play an overwhelmingly important role in outcomes. Thus it is not possible 
to construct a “production function” for security that could be plausibly 
applied across different societies, and it may not even be possible to con-
struct one for the same society over time.
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In general terms, the main vehicles through which the security sector 
delivers safety to citizens relate to five broad categories of response to 
insecurity: suppression, deterrence, incapacitation, rehabilitation, and 
prevention.

Suppression

Crime and violence can sometimes be suppressed through the direct exer-
cise of force, or the deployment of personnel empowered and equipped to 
use force, in response to instances of crime or violence. This set of approaches 
includes a diverse array of activities, such as direct engagement by the mili-
tary and/or police with those who are deemed a threat to peace, and the 
deployment of the military/police into areas where crime or violence is 
thought to be likely; in both cases the goal is to intimidate and discourage 
potential perpetrators.

In general, these kinds of tactics are deployed when (i) threats to the 
state’s monopoly on the legitimate use of force or to the safety of individu-
als and communities are particularly serious; (ii) threats to public safety are 
highly concentrated in a particular location; and (iii) threats are strongly 
linked to more-or-less readily identifiable organized groups of criminals, 
particularly street gangs and heavily armed organized crime groups. Still 
other circumstances in which this kind of law enforcement activity might be 
applied include operations that flood identified areas with police and mili-
tary personnel for short periods in order to temporarily increase security, 
often to ensure safety for visiting dignitaries or to ensure the security of 
elections, sporting events, religious and cultural festivals, etc.

Ordinary police street patrols and beat policing are another version of 
suppressive tactics, though on a smaller scale. These tasks are the services 
most readily associated with urban policing in the developed world, and, 
while they may be accompanied by aggressive stop-and-search activities, 
they are often associated with a reasonably passive model of policing in 
which the mere presence of the police officer makes citizens feel safer and 
discourages the commission of crime. The presence of police officers in 
these contexts often generates activities that are not directly related to the 
prevention of crime—providing advice and directions, helping to resolve 
noncriminal disputes, directing traffic, managing accident scenes, etc.—but 
that are still socially valuable; these activities may reduce crime (although 
not necessarily explicitly or directly) and also create public confidence in the 
police and the state they represent.

A key question that confronts policy makers and operational managers 
in the security agencies is the extent to which the suppression of crime and 
violence simply displaces it through time and/or space. It is possible, for 
example, that intensified street patrols result in crime either being shifted 
to areas that are less densely patrolled or to times when patrols are less 
active. The suppression of crime can also result in changes in criminal 
method. Thus a heavy police presence where street-level drug dealing is 
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common could result in changes to the methods suppliers use to access 
their customers. It is unlikely, however, that all crimes suppressed in this 
way are displaced, meaning that there is usually some net benefit. But it is 
critically important to acknowledge the full consequences of suppression 
initiatives rather than the apparent successes in the area in which they are 
applied in order to accurately assess the costs and net benefits of such 
operations.

Scott examines the role of police “crackdowns” in police strategies, 
and considers both the benefits and potential costs of such interven-
tions.64 Defining crackdowns as “sudden and dramatic increases in 
police officer presence, sanctions, and threats of apprehension either for 
specific offenses or for all offenses in specific places,” he suggests that 
they can be used to combat a variety of types of crime, including (i) rob-
bery and burglary, (ii) gun-related crime, (iii) gang-related crime, (iv) 
street-level drug dealing, (v) street-level prostitution, and (vi) drunk 
driving. Scott argues that the benefits of these strategies derive from 
increasing (albeit temporarily) the certainty of detection or the severity 
of punishment. These benefits might not last long, but the perception of 
increased risk might persist. Naturally, these interventions might also 
result in the arrest of offenders, thereby reducing the likelihood of their 
committing offenses. These strategies also have some drawbacks, includ-
ing (i) the limited temporal effect, (ii) potential displacement through 
time or space, (iii) the cost of the operations, (iv) the risk of police 
abuses, (v) negative community responses, (vi) overload of the rest of the 
justice system, and (vii) the opportunity costs.

Deterrence

Although an element of deterrence inheres in the state’s capacity to execute 
suppressive operations, deterrence is more usually thought to consist of the 
state’s capacity to identify, prosecute, and punish people involved in crime 
or violence. These processes are normally used against criminal threats to 
safety and security, and are normally governed by a set of legal rules and 
norms (some of them potentially not codified) relating to the rights of sus-
pects and accused people as well as the powers of the police. These legal 
norms vary across jurisdictions, change over time (especially during transi-
tions from authoritarian rule), and are often ignored or violated by police 
officers, prosecutors, and judicial officers. They may also enjoy varying and 
uncertain levels of legitimacy and support both among ordinary citizens 
and the political elite. Nevertheless, the expansion of democracy around the 
world has usually been accompanied by a broadening of the public legiti-
macy enjoyed by due process rules.

The degree of deterrence delivered by a security sector is a function of 
(i) the likelihood that an offender will be identified, arrested, and success-
fully prosecuted; and (ii) the severity of his likely punishment in the event 
of conviction. Both of these elements are themselves functions of a variety 
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of determinants, such as (i) the number and quality of police officers; 
(ii)  the nature and quality of complementary inputs (such as fingerprint 
and DNA databases, capacities for forensic investigation, and surveillance 
equipment); (iii) the degree of corruption in the police, prosecution, and 
judiciary; (iv) sentencing policies and their interpretation and application 
by the judiciary; and (v) the quality of life in prison (levels of overcrowd-
ing, violence, access to visitors, quality of food).

Various studies find that, at the margin, the deterrent effect of increas-
ing the likelihood of punishment is usually greater than the deterrent effect 
of increasing the severity of punishment.65 This point is significant because 
responses to crime—not just crime itself—are costly, and the opportunity 
costs of devoting resources to some of the more expensive strategies (such 
as mass incarceration of offenders) are significant. Optimizing social wel-
fare requires minimizing the sum of the costs of crime and the costs of the 
responses to criminality. Cook and Ludwig review evidence accumulated 
in the United States in an effort to describe a “golden portfolio” of 
responses that would minimize the full social cost of crime.66 They con-
clude that “the push for longer prison sentences . . . is likely to have sharply 
diminishing returns” (7) and suggest that the current approach allocates 
too many resources to raising the severity of punishment and too few to 
raising its certainty.

For a brief look at deterrence in South Africa, see box 4A.2.
A distinction is sometimes drawn between deterrence in general and 

“specific deterrence,” which aims to deter specific classes of individuals 
from specific offenses. An example of specific deterrence is mandatory 
arrest for spousal assault. Under ordinary circumstances, cases of spou-
sal assault often do not involve arrest, but when policy experiments 
required police officers called to the scene to make an arrest, the rate of 
subsequent offending declined. (Further studies suggest, however that 
this effect may hold true only in some socioeconomic circumstances, 
and that the effect is greatest in communities with high employment 
rates and income.67)

Box 4A.2 Crime Deterrence in South Africa

South Africa is widely believed to have one of the highest crime rates in the world.a Between 2000 and 

2010, it instituted a number of measures intended to lower the crime rate, including passage of a law 

mandating severe minimum sentences for a wide range of offenses. This has led to a very rapid 

increase in the average sentence length of prisoners (see figure B4A.2.1).

While this approach might be expected to increase the level of deterrence, this effect has probably 

been offset by a marked decline in the number of convictions being handed down by the courts in 

South Africa; there were roughly 340,000 in 2004, compared to 188,000 in 2010.

(Box continues on next page)
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Incapacitation

Incapacitation can be understood as the degree to which security is improved 
by the mere fact that offenders are “off the street.” (See box 4A.3 for a 
discussion on incarceration levels in the United States.) It is a function of the 
severity of sentences imposed by courts and the volume of crimes commit-
ted by the typical offender subjected to that process over the period that he 
would otherwise be free to commit crimes. In turn, the experience of offend-
ers in prison might make them more likely to reoffend on release and to 
commit more serious crimes. Where prison has the effect of increasing the 
postincarceration levels of criminality, it offsets the “incapacitated” effect 
of sentencing practices.

Figure B4A.2.1 Profile of Sentence Lengths in South Africa, February 
1995–December 2010

Source: Institute for Security Studies 2011.
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It is unclear to what extent these trends help explain trends in the level of crime (which may have 

been affected by a wide range of other factors, including incapacitative effects of incarceration), but 

over the same period, levels of recorded crime have tended to decline. Thus, in 2004–2005, some 

18,800 murders were recorded by the police, compared to 15,600 in 2011–2012. Figures for aggra-

vated robberies recorded by the police tracked a similar course, falling from over 126,000 to less 

than 102,000.b

a. See Altbeker 2008; and Stone 2006.
b. South African Police Service 2015.

Box 4A.2 Crime Deterrence in South Africa (continued)
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Box 4A.3 Data on U.S. Incarceration Rates

Although it is well known that the United States has one of the highest rates of incarceration in the 

world, less well appreciated is the fact that the level of incarceration has risen rapidly over the past 

three decades (figure B4A.3.1).

These figures, it should be noted, exclude prisoners held in county and state prisons; including 

them would raise the incarceration rate to nearly 1,000 per 100,000 people. More data on incarcera-

tion rates around the world are offered in annex 4B. Although it seems plausible that the “incapaci-

tated” effect would rise with rising incarceration rates, this is somewhat controversial in the literature. 

Thus Levitt argues that rising prisoner populations explain a significant proportion of the fall in crime 

in America, while Spelman suggests the opposite.a An important issue relates to cost-effectiveness, 

since growing prisoner populations can be extremely expensive. An influential study compared the 

number of crimes prevented per million dollars spent on various noncarceral interventions against 

the likely impact on crime of California’s “three strikes and you’re out” sentencing policy (see 

 figure  B4A.3.2).b It found that programs combining social worker visits to the homes of 

Figure B4A.3.1 U.S. Federal Prisoners per 100,000 People, 
1980–2008

Source: Bureau of Justice Statistics.
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Source: Greenwood et al. 1998.
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young children with increased access to day care were considerably less cost-effective than increased 

incarceration (largely because the presumed benefits would accrue only in the distant future, when 

the beneficiaries were old enough to commit crimes), but identified three programs that were more 

cost-effective than prison: enhanced supervision of “delinquents,” training for young parents in 

 parenting skills, and incentivizing young people to finish high school.

a. Levitt 2004; Spelman 2006.
b. Greenwood et al. 1998.

Box 4A.3 Data on U.S. Incarceration Rates (continued)

Rehabilitation

Many states devote resources to attempting to reform offenders. A great 
variety of initiatives fall under the general rubric of rehabilitation, including 
skills-building programs (“life skills,” conflict and anger management, etc.) 
as well as drug and alcohol rehabilitation programs (see box 4A.4). 
Although these initiatives usually focus on individual offenders, some also 
require engagement with families or communities, and, potentially, even 
with victims. If these programs are offered in prison, then the prison infra-
structure and the skills of officials running prisons must be aligned with the 
needs of the rehabilitation programs. If programs are run as alternatives to 
prison (i.e., the offender either participates in the program or is incarcer-
ated), then resources (human and/or technological) are needed to monitor 
probationers and to enforce conditions of probation.

Prevention

Crime prevention covers a vast array of initiatives, many of which fall  outside 
the authority, mandate, and competence of institutions in the security sector. 

Box 4A.4 Drug Treatment as an Alternative to Incarceration

A 1997 study by the Drug Policy Research Center at the RAND Corporation sought to assess the costs 

and impact of the U.S. criminal justice system’s increasing punitiveness toward drug users and drug 

dealers. It compared alternative approaches to reducing the amount of cocaine consumed in the 

United States, and specifically measured the effects of spending $1 million. It found the following:

• $1 million spent on increasing sentence lengths (to the newly established federal minimums) 

for all dealers arrested would reduce annual cocaine use by the equivalent of 13 kg.

• $1 million spent on arresting, prosecuting, and convicting more drug dealers (without length-

ening sentences) would reduce annual cocaine consumption by about 27 kg.

• $1 million spent on treating heavy drug users would reduce annual cocaine consumption by 

100 kg.

Because the reduction in consumption was greatest when it was devoted to treating heavy drug 

users, that application of additional resources would also result in the largest reduction in drug-

related crime, including crimes of violence.

Source: Caulkins et al. 1997.
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To the extent that crime levels are a function of socioeconomic factors, pro-
grams that address those factors directly might be seen as seeking to reduce 
crime. Indeed, in some cases they will also be motivated and resourced pre-
cisely because of their possible impact on levels of criminality. Interventions 
of this kind include initiatives aimed at reducing levels of inequality (since 
some evidence suggests that crime rates are correlated with levels of inequal-
ity) or aimed at increasing employment or incomes in crime-ridden areas 
and/or among communities or demographic groups considered most likely 
to engage in criminality. They can also include programs aimed at providing 
young people with activities that engage them and reduce opportunities 
for  offending, such as inner-city “midnight basketball” programs in the 
United States.

Crime prevention is often divided into a range of conceptual categories. 
One common approach is to distinguish between primary, secondary, and 
tertiary crime prevention, with each level focused on a narrower, riskier 
portion of the population.

• Primary prevention seeks to reduce crime by diminishing the risk that 
sectors of the population will fall into criminality. Programs often 
focus on reducing future criminality, so assessments of their economic 
benefit must discount the value of those benefits that accrue in the 
more or less distant future. Thus programs that help young families 
cope with the demands of parenting so that their children are less 
likely to commit crime might fall into this category. So too might cer-
tain publicity campaigns, school-based programs on conflict manage-
ment, and initiatives aimed at reducing domestic violence.

• Secondary prevention focuses on communities or groups of people 
where significant proportions of the target population are already 
involved in criminality. Community-level initiatives in high-crime 
areas or programs that involve “at-risk” or similar youth in activities 
that reduce the likelihood of their committing crime might fall into 
this category. Police patrols in high-crime areas might also be consid-
ered forms of secondary prevention. Finally, it might be argued that 
the deterrence effect of effective criminal justice systems is a variant of 
secondary crime prevention, though some would call this an illegiti-
mate expansion of the definition of prevention.

• Tertiary prevention focuses on known offenders and might include 
rehabilitation programs inside or outside of prison and programs 
aimed at reducing gangsterism. Arguably, the incapacitative effects of 
incarceration might also be counted as a form of tertiary crime pre-
vention. Other initiatives include forms of restorative justice and 
efforts to reduce the trauma experienced by victims that can some-
times metastasize into later criminality.

Other relevant terms and categories include social crime prevention 
(which is sometimes used to describe all programs/activities aimed at reduc-
ing crime that do not involve institutions in the security sector) and spatial 
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crime prevention (which aims to alter spatial design and use in ways that 
reduce the opportunity for criminality).

Because interventions are often interrelated in complex ways, they are 
not always easy to categorize. For example, the capacity of the police to 
respond rapidly to emergencies and calls for service (such as 911 lines) can 
be understood under the rubric of prevention (in the sense that dispatch-
ing police officers might prevent a crime that is about to be committed or 
is being committed). Yet, this capacity can also be understood as a form of 
deterrence because 911 lines increase the likelihood that offenders will be 
caught—either because the police will arrive while the offender is on or 
near the scene, or because they will be more likely to secure valuable evi-
dence if they arrive on the scene soon after the departure of the offender. 
Or these responses can be viewed as an element in the investigation of 
crime. Disagreements about how to categorize rapid-response interven-
tions are often based on disagreement about whether rapid response does 
in fact increase the likelihood that a crime-in-progress will be disrupted or 
result in an arrest, whether at the scene or later.

However the various interventions are defined, they involve distinct 
approaches to the challenge of reducing crime and require different 
kinds of physical and human resources. To achieve their goals, many of 
these strategies involve agencies and institutions outside of the security 
sector as primary actors. Thus the many initiatives that cities have 
taken to increase safety and security by reshaping public spaces, such as 
increasing natural levels of surveillance or providing lighting, do not 
always require the participation of agencies in the security sector. In 
some cases, these initiatives might require the deployment of resources 
by the police (for increased foot patrols, for example, or to staff closed-
circuit television control rooms), while in others institutions and offi-
cials in the security sector identify the need for these strategies (as might 
be the case, for example, in the development of drug rehabilitation pro-
grams in high-drug-use communities). But it is often other agencies 
whose activities are most central to the implementation and effective-
ness of these strategies.68

Even where security sector institutions are directly involved, however, 
different strategies will require different sets of skills and resources. A 
police strategy premised on suppressive tactics requires different skills and 
resources from those needed for strategies premised on criminal investiga-
tion and prosecution. Similarly, prisons that simply warehouse prisoners 
may not have adequate resources for rehabilitating them: they may be too 
overcrowded, prison staff may lack the appropriate skills, and the institu-
tions may be too violent. It is important for PER teams to be aware that 
skills and resources available to security institutions often do not match 
the strategies that those institutions are pursuing, claim to be pursuing, or 
would like to pursue. This mismatch can result in ineffective and ineffi-
cient implementation—or in the need to develop a resourcing plan to 
match the strategic approach of the institutions concerned.
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Annex 4B: International Comparisons of Criminal Justice 
Resources

Decision making on allocating resources to criminal justice can be assisted 
by comparative international data. Great care must be taken in using such 
data, however, because a range of methodological problems beset compari-
sons of spending levels and of actual resource deployment. In addition, even 
in the absence of such methodological challenges, comparing spending and 
resource levels across jurisdictions remains difficult, because the resourcing 
of the criminal justice system depends heavily on levels of safety and secu-
rity in individual contexts.

The problem of international comparisons is still further complicated by 
differences in the structure and functions of justice systems in different 
jurisdictions. These include differences in (i) the legal systems they are 
designed to uphold; (ii) the functions allocated to various institutions (e.g., 
the police in the United Kingdom are responsible for traffic control and 
regulation); and (iii) the structure of those systems (e.g., the United States 
has 17,000 law enforcement agencies organized at federal, state, and local 
levels, making the accumulation of data difficult, and marking it with a 
degree of internal variation).

The result is that rigorous international comparisons of criminal jus-
tice systems have been few and far between. However, the United 
Nations Office on Drugs and Crime conducts a periodic survey of world 
criminal justice systems. This annex builds on the data presented in the 
UN report.69

Crime Levels

The starting point of any assessment of a criminal justice system must be the 
level of crime in the country in which it operates—not because the quality 
of the criminal justice system is seen as the sole determinant of crime levels, 
but because developing a properly resourced and functioning criminal jus-
tice system is an appropriate policy goal.

Comparing countries’ crime levels is fraught with difficulty. Apart from 
the difficulty that not all crimes are defined in the same way in all jurisdic-
tions, crime statistics provided by the police are subject to underreporting, 
underrecording, and misrecording. Many countries also lack the requisite 
administrative systems to collate crime statistics, which tend to be accumu-
lated in a highly decentralized system. This is one reason why considerable 
effort has gone into collecting survey data on crime levels (though as will 
become apparent these too present challenges).

One response to the challenges of incompatible definitions of crime, 
underreporting, and underrecording is to focus on the murder rate. The 
rationale is that such a serious crime, and one whose definition is generally 
comparable across jurisdictions, would likely be included in official statis-
tics. But this may not be the case: when the per capita murder rate as derived 
from official statistics provided to UNODC is compared to the estimated 
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figures calculated by WHO using epidemiological models, significant dis-
parities in the report levels are evident. In recent years, however, the num-
ber of homicides reported by criminal justice institutions and the number 
reported by health sources have converged (see figure 4B.1). Regressions 
disaggregated by time periods and regions also show very high correlations 
between criminal justice and health data. Nevertheless, there are still signifi-
cant challenges to reconciling the two sources of data.70

The Offender Population

Although both the per capita level of crime and the per capita prisoner 
population reveal something about the state of a society and the nature of 
its response to crime and violence, an underappreciated measure of the pol-
icy response to criminality is the extent to which the incidence of crime 
results in capture, conviction, and incarceration of offenders. This measure-
ment is difficult not least because (i) crime levels are poorly measured, and 

Figure 4B.1 Homicide Rates from Police/Criminal Justice Sources Compared with 
Those from the World Health Organization, by 10-Year Period

Sources: Based on UNODC Surveys on Crime Trends and the Operations of Criminal Justice Systems; 
World Health Organization Mortality Database, http://www.who.int/healthinfo/mortality_data/en/.
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(ii) some societies’ incarceration rates are driven by policies not directly 
related to levels of crime and violence. Nevertheless, the result offers a 
somewhat different measure of comparative punitiveness and of the com-
parative workloads of different justice systems.

The nature of a society’s response to crime is generally first measured by 
levels of incarceration. The data for 2013 show that the use of incarceration 
in response to criminality varies widely across countries (map 4B.1).

The proportion of prisoners who are awaiting trial is often used as a 
measure of the efficiency of the criminal justice system (that is, more effi-
cient systems resolve cases more quickly), though it might also be thought 
of as a measure of fairness. Though delays in bringing prisoners to trial are 
an issue in all countries, some systemic differences between developed and 
developing countries are apparent (figure 4B.2 and map 4B.2).

As shown in these depictions, there are roughly 10 percent more pris-
oners awaiting trial in developing countries than in developed countries; 
Africa and South America are the regions with the largest number of 
prisoners awaiting trial.

Resources in the Justice System

An important measure of the level of policing in a society is the number 
of police officers per 100,000 people (map 4B.3). Unfortunately, there is 

Map 4B.1 Prison Population per 100,000 Inhabitants, 2013 or Most Recent Year

Source: International Centre for Prison Studies 2014.
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not a universally accepted definition of a “sworn” police officer, so this 
measure may not be entirely accurate. Administrative surveys such as 
those conducted by the UNODC may not accurately report the real num-
ber of sworn officers because the data provided by respondents may not 
conform to the definitions provided. For example, research in the United 
States on the specialized police units questions the data provided by police 

Figure 4B.2 Pretrial Detainees versus Convicted, 2013

Source: International Centre for Prison Studies 2014.
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agencies on the number of officers who perform specialized anti-gang 
activities.71 Thus a certain degree of caution is warranted in using com-
parative sources.72

An alternative approach to evaluating the resourcing of the police is to 
compare the level of policing to the level of crime. Given the difficulties of 
defining whom to count as police officers and of reporting and recording 
crime, caution must be exercised in taking this approach. A simple cross-
country bivariate regression analysis (not reported here) shows no correla-
tion between the numbers of police per capita as a result of higher murder 
rates, higher burglary rates, or higher theft rates. Not surprisingly, the cor-
relation between property crimes like theft and burglary is positive but not 
statistically significant at conventional levels, which suggests that the higher 
volume of property crimes compared to homicides, for example, may drive 
this relationship.73

Other measures of resourcing in criminal justice systems concern the 
number of prosecutors per 100,000 inhabitants (map 4B.4), the number 
of prosecutors per homicide (which gives a sense of the adequacy of 
resources relative to the level of crime; map 4B.5), and prison occupancy 
rates (that is, the percentage of prison capacity in use; map 4B.6). The 
available data indicate wide differences across countries for all these 
measures.

Map 4B.3 Police per 100,000 Inhabitants, 2012 or Most Recent Year

Sources: UNODC, Surveys on Crime Trends and the Operations of Criminal Justice Systems, various years.
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Sources: UNODC, Surveys on Crime Trends and the Operations of Criminal Justice Systems, various years.

Map 4B.4 Prosecutors per 100,000 Inhabitants, Most Recent Year

Prosecutors per
100,000
inhabitants:

40
20
10
5
0
No data

IBRD 42385 | JULY 2016

Map 4B.5 Prosecutors per Homicide, 2006

Sources: UNODC, Surveys on Crime Trends and the Operations of Criminal Justice Systems, various years.
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Annex 4C: Donor Approaches to Police Assistance in 
Fragile and Conflict-Affected States

The purpose of this annex is to review some of the main donor approaches 
to police reform in countries affected by fragility, conflict, and violence. 
Without undertaking an extensive literature review on the topic, it (i) typol-
ogizes the essential components of donor programs, (ii) illustrates them 
with two examples, and (iii) highlights some main challenges noted either 
in project implementation or in relevant academic and policy writings.

Overview: Funding and Typology of Approaches

Global data on police expenditures are difficult to compile due to complex 
institutional arrangements and methodological difficulties. First, law 
enforcement structures differ significantly from country to country, depend-
ing on the type of criminal justice system and on the role played by informal 
institutions in delivering public safety. Second, approaches that compare 
single monetary values representing the whole police budget are question-
able because of differences in budget entries and possible extreme variations 
in exchange rates.74 A study attempting to overcome this challenge through 
econometric models—and the only study to date that has measured expen-
ditures in criminal justice worldwide (Farrell and Clark 2004)—found 
that in 1997, global criminal justice expenditure was $362 billion, of which 

Map 4B.6 Prison Occupancy Rates Based on Official Capacity

Source: International Centre for Prison Studies 2014.
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62 percent was allocated to policing, 3 percent to prosecutions, 18 percent 
to courts, and 17 percent to prisons. 75

Estimating the value of donor assistance to police reform is similarly dif-
ficult. Using publicly reported amounts of official development aid, the 
Development Assistance Committee of the Organisation for Economic 
Co-operation and Development (OECD) and the Center for International 
Cooperation at New York University found that assistance to the security 
sector comprises a small amount of all sectorally allocated aid. In 2012, aid 
allocated to building the security sector in fragile states, including police, 
totaled just $858 million. Security support (1.4 percent) and justice support 
(3.1 percent) represented a single-digit percentage of all assistance in fragile 
situations for the year. When spending in Afghanistan and Iraq is removed, 
the investment in other fragile states is even smaller—less than 1 percent of 
total,76 as shown in table 4C.1.

Even though resources are few, it is possible to classify donor approaches 
according to several distinct perspectives, which in practice overlap as com-
plementary program components.77 They are discussed below and summa-
rized in table 4C.2.

• Human rights. This approach focuses on protecting internationally 
recognized rights, especially freedom from torture. The terminology is 
that of improving police conduct. The approach seeks to remove 
rights violators from police ranks, update police doctrine to include 
human rights standards, and establish internal and external mecha-
nisms of accountability.

• Gender. Mainstreaming gender has become an essential element of 
donor approaches to security sector reform. This perspective assesses 
the implications for women and men of any planned action of police 
reform, including legislation, policies, programs, and staffing. A key 
feature is the attempt to address gender-based violence.78

• Democratization. Built on the human rights approach, this perspec-
tive emphasizes the rule of law and long-term justice and security, 
rather than short-term order. It uses terminology such as police reform 

Table 4C.1 Official Development Assistance (ODA) to Security Financing in Fragile 
and Conflict-Affected Countries

Total—all fragile countries
Fragile countries excluding 

Afghanistan and Iraq

ODA sector 
allocation

Amount 
distributed 
(million $)

Percentage of 
all sectorally 

allocated ODA

Amount 
distributed 
(million $)

Percentage of 
all sectorally 

allocated ODA

Security 858 1.40 528 0.99

Justice 1,912 3.13 836 1.57

Source: OECD 2015.
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and rule of law, and is common among donor agencies dedicated to 
judicial reform.

• Peacekeeping. This perspective prioritizes ensuring law and order imme-
diately after the termination of war and preventing a reversion to con-
flict. In recent years, the terminology has evolved from technical aspects 
of police restructuring, reorganization, and capacity building to broader 
concepts of police reform, which include financial sustainability. A sep-
arate concern, particularly for agencies charged with peacekeeping 
tasks, is the incorporation of former combatants into police forces.

• Law enforcement. This perspective emphasizes the strengthening of 
local and external capabilities in order to control crime. It uses a lan-
guage of crime control and professionalization, and tends to favor 
strengthening of law enforcement organizations’ capabilities over 
restructuring or democratization approaches.

• Economic development. International financial institutions and some 
development agencies have overcome long-standing resistance to 
involvement with security actors to support disarmament, demobiliza-
tion, and reintegration projects (especially in Africa), as well as citizen 
security initiatives in Latin America and the Caribbean. To various 
degrees, police are part of these projects, which reflect interest in 
enhancing the environment for economic development, removing 
impediments to foreign investment, and reducing the costs of crime and 
violence. The terminology is often that of security sector reform, and 
the governance lens implies that the security sector, like other economic 

Table 4C.2 Approaches to Police Assistance

Perspective
Human rights/
democratization Gender Peacekeeping

Law 
enforcement

Economic 
development

Main 
concerns

• Human rights
• Building 

democratic 
institutions

• Gender 
equality

• Gender-based 
violence 

• Public order 
management

• Capacity 
building 

• Crime 
control 

• Governance
• “Securing 

development”
• Expenditures 

and planning 

Key 
concepts 

• Police conduct
• Accountability
• Justice reform 

• Gender 
main-
streaming

• Access to 
justice 

• Police 
restructuring

• Police 
reorganization

• Training

• Professional 
policing 

• Security sector 
reform

• Citizen security

Sponsoring 
institutions

• NGOs
• Bilateral donor 

agencies
• International 

organizations 

• NGOs
• Bilateral 

donors
• International 

organizations

• Donor 
governments

• UNPOL

• UNPOL 
officers

• Donor 
police 
agencies 

• United Nations
• World Bank
• Inter-American 

Development 
Bank

Source: Call 2002.
Note: NGOs = nongovernmental organizations; UNPOL = United Nations Police.
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sectors such as health, education, or agriculture, should be subject to 
the same standards of accountability, effectiveness, and efficiency.

The next section reviews in brief how these perspectives interact in prac-
tice in two specific countries, the Democratic Republic of Congo and Bosnia 
and Herzegovina.

Examples of Donor Engagements
Security Sector Accountability and Police Reform Program in the 
Democratic Republic of Congo (2015)

Context. The U.K. Department for International Development (DFID) 
initiated the Security Sector Accountability and Police Reform Program 
(SSAPR) in January 2010. By this time key aspects of police reform had 
been planned and publicly announced, but they had not been implemented 
by Congolese authorities due to institutional and human capacity 
challenges, lack of resources, and integrity issues. Multiple institutions 
with different mandates were involved in the reform process, leading to 
confusion about how to enact police reform. Meanwhile, violent conflict 
and instability had persisted in the east of the country, despite a UN 
peacekeeping mission that was attempting to provide some measure of 
civilian protection.79

Intervention. DFID provided roughly $80 million to achieve a dual goal: 
strengthening accountability of the security and justice sectors in the 
Democratic Republic of Congo and supporting long-term police reform, 
including the immediate provision of improved security and access to 
justice for poor people. The project thus aimed to build the capacity of 
key sector institutions, including the Ministry of Interior and Security, 
Decentralization and Customary Affairs; the Congolese National Police 
(PNC); the Inspectorate General of Audit; the Committee for the Reform 
of the Police Secretariat; Parliament; and civil society organizations. 
SSAPR was to be delivered in four components:

1. Community policing. This approach was implemented in three pilot 
provinces: Bas Congo, Western Kasai, and South Kivu.

2. Control and coordination of the security sector. This component sup-
ported cross-government coordination, accountability, and internal 
oversight of security sector institutions. It also built capacity to moni-
tor and evaluate service delivery in the security and justice sectors, 
and to ensure the financial sustainability of the police reform process 
by assessing the future budgetary needs of the PNC.

3. External accountability. This component concentrated on strengthen-
ing civilian participation, oversight, and control mechanisms and pro-
viding support for Parliament and the Security and Justice Commission 
as well as the media, civil society, and academics.

4. Monitoring and evaluation. Beyond M&E activities, this component 
aimed to facilitate lesson learning and risk management.80
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Expected Results. The intervention was expected to improve safety, 
security, and rule of law for Congolese citizens, and to strengthen the 
capacity and accountability of the PNC to respond to the needs of local 
communities. The following results were expected at the output level:

• Improved collaboration between state and nonstate actors on security 
and justice policy and service delivery

• Enhanced oversight and accountability of security and justice policy 
and service delivery (internal and external accountability)

• Improved PNC service delivery (prevention, problem solving, respect 
for human rights) in pilot provinces to inform the development of a 
national policing strategy that reflects key principles of community 
policing

• Improved capacity, coordination, and collaboration in and between 
key state institutions on security, and improved justice policy and 
decision making that promotes effective crime and violence preven-
tion and improved respect for human rights

• Enhanced capacity of the key stakeholders to manage resources and 
manage change

• Increased likelihood of sustainability of reforms (national ownership, 
affordability/resources, policy, legal frameworks).81

Impact. According to the 2014 annual program review, SSAPR was 
making substantial progress toward its goals; it had moved beyond 
anecdotal evidence of positive impact to more robust proof of value for 
money. Direct feedback from beneficiaries showed that the community 
policing element had proved effective in reducing crime and violence in 
pilot areas, leading to higher levels of public trust in the PNC. Perception 
studies also showed that police trained under the project were more likely 
to adhere to human rights standards than peers. However, as of February 
2014, two concerns remained: (i) whether the current level of investment 
and focus on police reform was appropriate for DFID’s future program in 
the country; and (ii) whether shortcomings at the political level, particularly 
those related to the development of a sectorwide approach to internal 
security, could be overcome.82

The same sense of ambivalence emerges in a broader review of U.K.-
sponsored security and justice interventions in a range of other  countries. 
According to the Independent Commission for Aid Impact, many of the 
activities in DFID’s security and justice programs were not appreciably 
improving the lives of the poor because program objectives were unclear 
and program implementers were poorly supervised.83 One consequence 
of the lack of an overall strategy is that certain interventions are 
repeated, including (for the police) community policing; pilot police 
stations; victim support services; training in forensics and criminal 
investigations, public order management, and leadership; training acad-
emies and curricula; human resources and budgeting; and election 
security.
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One central problem identified by the review was the tendency to view 
policing solely through a service delivery lens. Part of this perspective was 
the assumption that capacity building and institutional strengthening were 
the proper way to provide greater security and justice for the poor. An 
alternative approach was to regard these challenges as a set of social issues 
(related to land tenure, labor rights, or urban insecurity), which would 
require broad, multipronged interventions to address. The review posited 
that poor people’s experiences of insecurity and injustice had more to do 
with surrounding socioeconomic conditions and cultural norms than with 
the quality of or accessibility to services.84

Community Policing Project in Bosnia and Herzegovina (2005–2008)

Context. Police reforms had been ongoing in Bosnia and Herzegovina since 
1996, first through the United Nations mission and subsequently through the 
United States and European Union (EU), which offered equipment and 
training for dealing with organized crime, terrorism, and border control. In 
2003, the EU established the European Union Police Mission to provide an 
overview of various aspects of policing, including public order management 
and community policing, though the latter element was phased out in 2005. 
Earlier (in 1999) a regional program (Police Reforms in South Eastern Europe) 
had been launched by the Swiss Federal Department of Justice and Police, and 
in 2000 this was handed over to the Swiss Agency for Development and 
Cooperation (SDC). A number of projects and pilots in Bosnia and Herzegovina 
fell within the remit of this program, including support to juvenile justice, the 
State Investigation and Protection Agency, and the Organized Crime Training 
Network. SDC also supported the police academies in Bosnia and Herzegovina 
with technical assistance in organizational development, training, facilitation 
of professional exchange between the academies and international police 
services, and refurbishment of academy facilities.85

Intervention. In 2004, SDC began a pilot community policing project in 
the district of Zenica, which was ultimately deemed to be successful, and 
the pilot was scaled up to cover the canton level. Phase 10 of this program 
(March 2005–December 2007) was budgeted at roughly $4 million. The 
program had two objectives: (i) to help law enforcement agencies improve 
their ability to fight transnational organized crime, and (ii) to promote 
community policing as a means of conflict prevention. Initially, the 
program faced considerable resistance due to its link to EU accession 
conditions, which included the formation of a unitary police force and the 
redrawing of police districts. By mid-2006, the Ministry of Security 
(a  cross-entity body) convened a working group comprising officers and 
ministry officials from across the country, which with support from SDC 
was mandated to develop the first countrywide strategy for community 
policing. The strategy was based on a recognition that previous efforts, 
including various pilots or internationally supervised reforms, had been 
fragmented, inconsistent, and at times overly theoretical. The strategy was 
adopted in 2007 and provided a common framework around which the 
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country’s several policing agencies, ministries, donors, and interested 
NGOs could align their efforts. The working group was established as an 
official structure in January 2008 and tasked with developing the means 
of implementing the strategy. This effort constituted an essential part of 
phase 11 of the SDC-sponsored project.86

Expected Results. According to the logical framework of phase 11, the 
project aimed to improve the quality of security in Bosnia and Herzegovina 
as measured through the following:

• Better police presence
• Visible preventive police work
• Transparency regarding public order police work
• Execution of three prevention campaigns between 2007 and 2010
• Opinion polls suggesting a more favorable perception of the police.

Impact. The program’s higher-level indicators were vague, and it was 
unclear how progress toward them was to be achieved. An evaluation 
conducted in 2009 noted that breaking indicators down into more specific 
elements would be helpful—for example, the police presence indicator 
should indicate how police presence is measured quantitatively and 
qualitatively (number of police on the streets, percentage of population 
regarding the police presence as having a positive impact on the public 
security).87 Another weakness is that the program addressed gender only 
marginally.88 Thus while a program evaluation found that most outputs 
were accomplished, whether the desired outcomes were achieved remains 
open to interpretation.

These examples underscore the various challenges encountered by 
donors assisting police reform in fragile states, which are discussed in 
greater detail in the following section.

Challenges
Navigating the Political Economy of Fragility, Conflict, and 
Violence
Police in FCS play pivotal roles in the broader political economy of  conflict—
they often perpetrate violence during war, but as strife subsides, they must 
become guardians of public order. This background means that purely techni-
cal approaches—those that focus on train-and-equip programs without ana-
lyzing the implications of local conflict dynamics—risk failing. Donors need 
to understand, for example, that the lines between the military and police may 
be blurred in the initial stages of a peacekeeping intervention, affecting the 
development of indigenous police services. Strong donor assistance thus 
requires investing in knowledge of local circumstances, and in expert discus-
sions about how those circumstances may affect implementation.89

Complex Institutional Arrangements
It is important for donors to understand the complex arrangement of 
 security and justice institutions. Unlike health or education institutions, 
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for example, which are organized within a single sector under a lead minis-
try, these institutions form a cluster of systems that includes multiple inde-
pendent agencies (courts, prosecutors, police, corrections) with their own 
agendas, priorities, and cultures. Given this arrangement, there is little to 
induce justice and security institutions to work collaboratively or coopera-
tively. A further complexity for donors is the high degree of legal pluralism 
exhibited in FCS: these countries often have traditional or informal justice 
and security institutions as well as formal institutions. Poor residents gener-
ally have better access to the former, and consider them more legitimate.90

Effective Risk Management
The challenges of navigating such diverse political terrain make risk assess-
ment and risk management essential elements of donor support. Two ques-
tions arise: (i) under what circumstances should donors deliver aid to local 
police, and (ii) how should that aid be delivered? These dilemmas require 
both policy and operational responses—that is, intervention criteria and an 
intervention delivery plan.

• Intervention criteria. The U.S. Agency for International Development 
(USAID) has offered policy guidance for assisting civilian policing 
since 2005. The guidance stipulates that no assistance can be pro-
vided for civilian police authorities that are not under the control of 
democratic authorities or, in transition situations, that are not demon-
strably moving toward being under this control. If the human rights 
situation in a country is poor, assistance to civilian police authorities 
requires careful risk assessment. USAID missions should also avoid 
situations where pervasive corruption makes attaining assistance 
objectives doubtful. Lastly, civilian police assistance excludes com-
modity support for lethal technology and weapons, as well as supplies 
or training for their use; it also excludes commodity support for, or 
assistance in the carrying out of, internal intelligence or surveillance 
operations.91

• Intervention delivery. Evidence from DFID’s security and justice 
operations underscores the importance of effective supervision as a 
prerequisite to success. Among other things, supervision requires 
challenging implementing partners on overambitious reporting; 
ensuring that program components are well integrated and that staff 
in charge of various activities communicate; taking extra precautions 
to verify that fungible funds are used for their intended purpose, e.g., 
multiple asset check spots; and using effective procurement systems 
that allow timely submissions of bids and proper specifications.92

The Relationship between Crime, Violence, and Police Reform
Police reform requires donors to balance the claims of public order with 
those of human rights. On the one hand, high levels of criminality, violence, 
and public insecurity (whether due to organized crime or collapse of law 
and order) demand donor support for police reform. On the other hand, if 
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the support focuses too much on law enforcement or peacekeeping, it may 
neglect democratic norms, human rights, or gender mainstreaming; under 
these circumstances, the police become effective at reducing crime, but not 
more accountable or more respectful of human rights.93 Thus, donors must 
weigh whether enhancing police reform is more urgent than enhancing 
police capacity. The decision often depends on how donor governments 
relate to the internal constituencies pressuring them to offer support, and 
on donors’ need to buttress foreign law enforcement agencies whose effec-
tiveness is essential in countering terrorism or transnational organized 
crime.94

Organizational Change in Police Cadres
The powerful esprit de corps among police officers means that the success 
of reform initiatives may depend more on the attitude of senior leaders and 
word of mouth among staff than on formal procedures, training, and per-
sonnel recruitment measures. Police officers tend to be skeptical about new 
programs, especially when they result from frequent changes in leadership. 
This skepticism reflects in part their experience with training as recruits, 
which is regarded almost universally as irrelevant to what they encounter 
on the job.95

Measuring Police Performance
The prevalence of indicators focused on outputs versus outcomes inhibits 
police reform. Excessive focus on outputs means that police officers pay 
more attention to reporting what they do than to what they actually achieve. 
This encourages them to become preoccupied with meeting norms of activ-
ity rather than adapting their activity to produce desired results, which in 
turn discourages innovation and reduces operational flexibility.96

Little Evidence Base for Success
An analysis of DFID’s security and justice portfolio found little evidence 
that the three most common approaches to police assistance—model police 
stations, training, and community policing—have improved police perfor-
mance or increased levels and perceptions of security. Monitoring, evalua-
tion, and learning were broadly inadequate. Similarly, a review of EU-led 
assistance to the security and justice sector in the Democratic Republic of 
Congo found that programs were likely unsustainable and had not signifi-
cantly improved operational capacity. EU support had been overly ambi-
tious, the review found, and did not take into consideration the Congolese 
political context.97

Long-Term Commitments
The focus on outcomes rather than outputs and the need for flexibility in 
delivering assistance requires a greater awareness of how governance issues 
affect donor support efforts. For instance, in the Dutch-sponsored Security 
Sector Development (SSD) project in Burundi, the program has no logical 
framework, results framework, or business case at the outset. Rather, it 
adopted a highly flexible problem-solving approach, taking conditions on 
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the ground as its starting point and building on them to progressively achieve 
the shared vision and objectives. At the end of each two-year phase, the pro-
gram has evaluated its progress and adjusted accordingly. To this end, the 
SSD program began with concrete activities during phase 1 (2009–2011) to 
build the trust and relationships that would later be necessary to tackle the 
thorny governance issues involved in security sector reform. For example, 
the SSD helped build the capacity of the police to maintain their communica-
tions equipment, and also supported activities that enhanced the operational 
effectiveness of the military and the police. Priorities between 2014 and 
2017 include, among other things, improving the vehicle maintenance sys-
tem for the police and building the police’s counterterrorism capacity.98
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CHAPTER 5

Public Expenditure 
Reviews in the 
Criminal Justice 
Sector

Introduction

The criminal justice system is responsible for delivering justice services to 
communities across a nation. How to increase access to justice for citizens 
and make criminal justice institutions more effective and efficient is often at 
the heart of policy debates. For governments faced with the combined chal-
lenges of fiscal constraint and rising crime and insecurity, the key policy 
questions involve what is adequate, affordable, and effective budgeting for 
the criminal justice system.

When the interest in quality management in government institutions 
grew worldwide about three decades ago, criminal justice sector institutions 
too started to focus more on setting performance goals, regularly assessing 
their operations, and translating good practices into management systems. 
Internationally, there is now an extensive global network of institutions and 
organizations involved in training, setting standards, and producing accom-
panying tools and research to assist criminal justice sector agencies in 
assessing and improving their services.1 Given the growth of these net-
works, policy makers and practitioners can call upon assessment toolkits as 
well as comprehensive evidence-based evaluations of criminal justice reform 
to support their work.2 The identified gap in this support, however, is an 
examination of criminal justice through a public finance lens, which offers 
guidance on how allocations may be prioritized against national plans and 
strategies, how funds may be used more efficiently and effectively, and what 
accountable and transparent expenditures may look like.
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The instrument for providing such guidance is a Public Expenditure 
Review (PER). Sectoral PERs in general are used to analyze both the allo-
cation and disbursement of public funds to a specific sector over a given 
period of time in the context of the sector’s performance. A criminal justice 
sector PER is used in the same way. A PER can also include a review of the 
budgetary process and may assess the institutional arrangements within 
the sector. Often PERs are termed Public Expenditure and Institutional 
Reviews to indicate that they review not only funding flows but also insti-
tutional performance.

This chapter provides an overview of how the PER has been used to 
support reform efforts by governments and organizations within the 
criminal justice system. More specifically, the chapter (i) outlines the 
rationale for undertaking a PER in the criminal justice sector, (ii) describes 
how to map the criminal justice sector in terms of functions and institu-
tions, (iii) examines the criminal justice chain and inter-sector coordina-
tion, (iv) describes how to measure performance, and (v) lists the steps 
involved in undertaking a PER and the expected outcomes.

Annexes to this chapter offer guidance for assessing core criminal jus-
tice institutions (excluding the police): prosecution agencies (annex 5A); 
the criminal courts (annex 5B); corrections (annex 5C); and other criminal 
justice institutions (annex 5D). One annex also deals with carrying out a 
criminal justice sector PER in fragile and conflict-affected states, or FCS 
(annex 5E); and a final annex deals with assessing criminal justice sector 
data (annex 5F).

The Rationale for a PER

PERs inform decisions about resource needs to support efficient opera-
tions and meet policy goals. They provide answers to questions about 
what a particular approach costs and what is affordable; they can also 
highlight uneven distribution of resources and performance across and 
within agencies. This type of information is essential not only in conflict-
affected countries where a functioning system has to be (re)established, 
but also for governments seeking to improve the performance of their 
criminal justice system, especially when they are challenged by shrinking 
budgets.

A sound PER should therefore help the criminal justice system in the 
critical task of “choosing priorities among goals and objectives, since there 
will never be sufficient funding to do everything that might reasonably 
be  thought necessary in an ideal system of justice.”3 Adequate financing 
of the criminal justice system, based on well-assessed capacities and needs, 
will ultimately improve not only the performance and accountability of the 
 system, but also its independence.

How and when to launch a PER process will vary according to context. 
Examples of PERs undertaken by governments and the World  Bank to 
address particular issues in different country settings include the following:
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A PER in Serbia clarified the link between resources and potential 
reform.4 In 2010, data collected by the European Commission for the 
Efficiency of Justice showed that over 75 percent of the budget of Serbia’s 
courts came from fees and fines. This was the highest percentage among 
European courts; most did not reach 40 percent, and close to one-third 
reached only about 20 percent. This finding showed a low overall spending 
allocation from government to the criminal justice sector historically, and 
indicated the judiciary’s extensive involvement in registration of property 
and business. The outcome of the review was two key policy options: either 
take away these functions and supplement revenue from the national bud-
get, or strengthen the courts’ administrative staff to execute these adminis-
trative functions (rather than have them undertaken by more expensive 
judicial staff).

In El Salvador, a PER promoted a policy dialogue and started a process 
to obtain better data.5 In 2012, in response to ever increasing rates of crime 
and violence, the government of El Salvador requested World Bank assis-
tance in undertaking a PER. The review process achieved two objectives: it 
brought together different stakeholders within the criminal justice system to 
provide a sector review; and it fostered a coordinated policy dialogue based 
on data and evidence. The conclusions of the PER were used in a series of 
workshops with the key actors to develop an action plan for a more effi-
cient allocation of resources in the sector.

In two African countries, a PER examined the links between interna-
tional support and national service provision: for Liberia in 2012 and 
Somalia in 2016, the PER shed light on domestic budget resources and 
expenditure flows with the aim of informing budget needs for future system 
development and operations.6 These reviews were important because a sig-
nificant portion of criminal justice servicing in these countries is externally 
financed, and in some instances (e.g., where there is a large police peace-
keeping contingent), externally implemented. The policy expectation was a 
gradual reduction in peacekeeping presence over time as the two war-
affected countries built up their own system capacities.

In Morocco, a PER furthered reform efforts and helped in standard- 
setting.7 In 2013, Morocco undertook a justice sector PER to determine 
opportunities and challenges for the judiciary in reaching the strategic goals 
of the reform process under way in the country. The review focused on four 
key areas relevant to the reform process: (i) access to justice, (ii) the judi-
ciary’s caseload and performance, (iii) the judiciary’s human resources and 
management, and (iv) the evolution and management of the sector’s public 
expenditures. This review included a detailed analysis of variations in court 
performance across the country and provided a data set for future bench-
marking of all courts in Morocco.

As these examples show, the country context will drive the objectives 
and expected outcomes of a PER; these are not template exercises. In turn, 
particularly where there may be a paucity of data,8 a PER can simply be a 
useful exercise to launch a sectorwide process aimed at improving 
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effectiveness, even where the necessary data to match policy with budget-
ing only arrive some years the later.

The Fiscal Framework and Criminal Justice

Given that a PER examines government expenditure, criminal justice 
spending and budget reviews must from the outset be linked in some way 
with the country’s fiscal framework.9 Generally, the portion of the overall 
national budget that goes to the criminal justice system tends to be small, 
especially when it comes to the budget for prosecutor services, legal aid, 
and the judiciary. Not surprisingly, the criminal justice budget (excluding 
the police) is frequently not a critical priority for ministries of finance.

For example, according to the European Commission for the Efficiency 
of Justice, in 2012, the average proportion of the total public expenditure 
allocated to the courts, prosecutors, and legal aid in European states was 
2.2 percent.10 The criminal justice part is just a fraction of this allocation. 
The call upon the national budget for criminal justice services tends to be 
small in most countries, but there are exceptions. In some countries where 
there is a high incidence of crime and violence, spending on criminal justice 
tends to be higher; in Central America, for example, the average public 
expenditure allocation in 2008 was 4 percent of the national budget.11 
Spending also tends to be higher in conflict-affected countries where gov-
ernments and international partners are attempting to rebuild criminal jus-
tice systems (assuming the international contributions are reflected in the 
national budget).

The largest claimant in the system is often the police; a 2004 global 
 survey of spending on criminal justice (the only study of its kind) estimated 
that 62 percent of spending goes to the police, 3 percent to prosecution, 
18 percent to courts, and 17 percent to corrections.12

Police budgets and expenditures were covered in the previous chapter, so 
the focus here is on the judiciary, prosecution, legal aid, and corrections. 
Allocations to the third branch of government, the judicial branch (which 
sometimes includes an independent prosecution agency), tend to be small. 
Nevertheless, reviews related to spending may be a particularly contested 
task for a number of reasons:

• There can be sensitivity within the judiciary when the executive 
branch insists on aligning budgets to judicial performance and imposes 
managerial accountability. It is not always clear how the third branch 
of government should be measured (especially if no performance mea-
sures are to be established for the first branch of government, the 
legislature). Nor is it always clear who should have the authority and 
capability to monitor, compare, and comment on the effectiveness of 
court operations, not to speak of judicial performance.

• System incentives for more efficient judicial performance cannot focus 
on crime reduction alone, since criminal cases are just one part of the 
courts’ responsibility.13 Furthermore, economic criteria, including 
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quantitative measures, have an important part to play in determining 
what levels of funding enable courts and other criminal justice system 
agencies to carry out their functions; but for many criminal justice 
system functions, an economic justification for adequate funding is 
not only difficult but counterintuitive.14

• The provision of public financing to the courts is necessarily founded 
upon difficult-to-quantify value judgments about their functions in 
the maintenance of constitutional arrangements, the rule of law, and 
the provision of access to justice for individuals, organizations, and 
governments.15

• The judicial branch tends to lack a strong constituency, which places 
it at a disadvantage when competing with executive branch agencies 
for resources. Elected officials often have little incentive to divert 
resources to the judicial branch at the expense of projects where the 
benefit to their constituents is more directly visible.16

Factors in Undertaking a PER

Undertaking a PER for the criminal justice system entails some factors that 
are not normally part of PERs in others sectors. In particular, a criminal 
justice PER often involves more than one ministry and several government 
agencies under each ministry, plus the judicial branch, making the required 
data collection and analysis especially complex. These somewhat distinctive 
factors are described below.

Independent Funding
One of the salient characteristics of the criminal justice system is the judi-
ciary’s (and sometimes the prosecution service’s) position as the third 
branch of government. The usual considerations regarding budgeting and 
public financial management for agencies of the executive branch need to 
be qualified when applied to the judiciary. The main reason for this is the 
need to guarantee the judiciary’s independence from the executive and the 
legislative branches. Such guarantee may take the form of constitutional or 
statutory rules providing a minimum level of budget allocation to courts or 
keeping the resourcing process of the courts outside of the usual budget 
process. A number of judiciaries in Latin America, for example, are consti-
tutionally guaranteed a set percentage of the government’s annual budget—
irrespective of need or performance.

Criminal Justice within an Overall Justice System
While determining the level of public resources spent on the public prosecu-
tion and corrections service in a country may be a relatively straightforward 
exercise, the same may not be as easy for police and other law enforcement 
agencies or the criminal courts. Because these agencies tend to be responsi-
ble for a broader range of law and order and regulatory enforcement 
actions, discerning the percentage of their budget that is or should be attrib-
uted to criminal enforcement actions is often difficult. Similarly, in most 
countries the judiciary—sometimes also the prosecution service—deals 
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with different case types (civil, administrative, criminal, commercial, and so 
forth). The budget for the judiciary (or even for individual courts), on the 
other hand, rarely specifies the resources that are allocated to different case 
types. Courts often handle a mix of cases and even when specialized cham-
bers are created they tend to share buildings, services, and personnel (in 
many small first-instance courts the same judge may be responsible for both 
civil and criminal cases). To quantify the concrete budget dedicated to crim-
inal courts may therefore be a difficult task.

Multiple Sources of Funding
In some countries funding for criminal justice system agencies comes 
from different government levels (national, regional, and local). Otherwise 
independent court and prosecution services are funded through a combina-
tion of judicial and nonjudicial budgets.17 For example, building construc-
tion, operation, and maintenance may not be within the judicial budget. The 
same may be the case for salaries for employees other than judges. In addi-
tion, courts may use their own revenues (collected through court fees and 
fines) to fund their operations and may use external aid (which is not always 
reflected in the budget) to finance investments.

Linking Inputs to Outputs and Outcomes
Most countries’ budgetary documents do not follow a functional or 
 program-activity classification of public expenditures. The general rule is 
that information on public expenditures for the criminal justice system 
will be recorded in an economic classification, which makes it difficult to 
assess if such expenditures are allowing the justice system to achieve its 
goals. A budget with an economic classification can give a sense of how 
much is being spent on (for example) performance-enhancing items such 
as information technology systems. But it will not indicate where these 
investments are being made (geographic locations, prosecution offices/
courts/corrections with higher workloads or specific needs, and so forth), 
or how they are affecting the performance of the institutions where they 
are being implemented. Ideally, to properly link expenditures to activities, 
budgets should be program or activity based, and expenditure data should 
be available at local administrative levels and comparable to any perfor-
mance data available or to be developed.18 Yet many developing coun-
tries do not use such a budgeting method, which requires a wealth of 
detailed data by location.19

Mapping the Criminal Justice Sector

The criminal justice system is generally “understood by scholars and prac-
titioners to comprise all of the institutions, processes and services respon-
sible for the prevention, investigation, adjudication, treatment and response 
to illegal behaviors. The sector includes the institutions traditionally asso-
ciated with it, such as police, prosecutors, public defenders, courts and 
corrections, as well as a wide range of other institutions such as private 



 Public Expenditure Reviews in the Criminal Justice Sector   399

police, victim services, private lawyers and bar associations, human rights 
and ombudsman’s offices, addiction and other treatment programs as well 
as community engagement and services programs.”20

The system also must be understood as an important constituent of 
the public sector. The public sector “comprises upstream core ministries 
and central agencies, downstream bodies including sector ministries, 
and non-executive state institutions. . . . Downstream bodies include 
both sector ministries and agencies, including education and health care 
providers which deliver and fund services under the policy direction of 
the government.”21 The place of the criminal justice system institutions 
in this “downstream/upstream” conceptual framework is not always 
easy to determine and varies across countries. On the one hand, these 
institutions deliver specific services and thus have direct contact with 
citizens. On the other hand, they are also involved in ensuring executive 
accountability, not only through maintaining oversight of administra-
tive procedures,22 but also through holding public officials accountable 
for criminal activities such as corruption.

The traditional functions of the core criminal justice system institutions 
are to investigate and prosecute criminal activities, adjudicate criminal 
cases, and incapacitate and/or rehabilitate offenders. Depending on coun-
try context these can be broader and can include protecting witnesses and 
victims, preventing crime and public disorder, and informing criminal jus-
tice system policy development.

Importantly, the judiciary (including those members working within the 
criminal justice system) is the third branch of government and considered 
independent in most countries. The criminal justice system’s role as guar-
antor of the executive’s accountability is an indirect outcome when courts 
judge criminal cases involving government decisions or members of the 
government.23 This essential accountability function of the judiciary also 
implies that courts cannot be treated as any other executive agency in the 
context of interagency competition for resources. Of course the courts’ 
funding will be affected by the overall budget situation of the government, 
but decisions about their funding level should always take into account 
their central role as one of the three powers of the state.

Criminal justice agencies have the dominant government role and 
responsibility for community safety and security within a country, but what 
exactly this role is and which agency is involved depends on the country 
context. The respective roles and responsibilities of the various agencies 
tasked with different aspects of safety and security are generally outlined in 
the country’s legal framework (where it exists) which establishes mandates, 
jurisdiction, powers and responsibilities, organizational structures, and 
operational framework and funding sources. Hence these systems vary sig-
nificantly across nations: decentralization of the structures and functions of 
the criminal justice agencies is generally greatest in federal nations; military 
and intelligence services may have a substantial or highly limited role; roles 
and responsibilities of individual criminal justice agencies differ across 
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countries and may go beyond what is expected; and agencies that are gener-
ally not considered a part of the criminal justice system, such as schools, 
health departments, or housing agencies, may be highly engaged in address-
ing crime and violence.

The criminal justice system includes various institutions. The police,24 
prosecution service, criminal courts, and corrections are the core agencies 
of the institutional framework that most countries have adopted to respond 
to crime through investigation and prosecution of criminal activities, adju-
dication of criminal cases, and incapacitation and/or rehabilitation of 
offenders. At the same time, a range of other entities deliver important 
criminal justice services that have to be funded from the government’s 
 budget. Legal aid and criminal defense services are among the more costly 
of these services—and they often remain underfunded, with serious conse-
quences for individual rights and justice system operations. Particularly as 
societies increasingly recognize the importance of crime prevention, addi-
tional institutions join the criminal justice sector, such as services for youth 
at risk, school crime prevention services, employment and treatment ser-
vices for offenders, child protective services, and a range of public educa-
tion efforts along with research and evaluation efforts—and all require 
funding.

Examining this complex institutional terrain will require an inven-
tory of the organizations and actors involved. There is no standard 
institutional typology, and there will be variation between common and 
civil law systems, depending on the legal framework. The United 
Nations Office on Drugs and Crime (UNODC) provides a useful graphic 
(figure 5.1) that offers some guidance as to the range of institutions 
that could be covered, as well as the respective functions and different 
steps in the criminal justice chain.

The Legal Framework

How a country’s legal framework evolves is influenced by the country’s 
history. Thus history—more than deliberate choice of a best-fit model 
based on a solid assessment—influences issues like levels of decentraliza-
tion, division of roles, accountability and governance structures, agency 
independence, and the sources for funding the criminal justice system. 
These influences are important for understanding why many different types 
of law enforcement agencies operate and why they are under the authority 
of such a broad range of local, regional, and national agencies. For exam-
ple, the justice systems of former colonies tend to resemble those of the 
former colonial power, and often include the very structures that existed 
under the colonial powers decades or even a century before. Even for a 
nation state establishing itself after the prior regime has collapsed, creating 
optimal governance structures is difficult; history and current politics will 
still influence choices and can lead to changes over time that result in less 
efficient structures. At the same time, nations committed to delivering 
 high-quality government services with existing resources will undertake the 



 Public Expenditure Reviews in the Criminal Justice Sector   401

Fi
g

u
re

 5
.1

 
E

xa
m

p
le

 o
f 

C
as

e 
Fl

o
w

 a
n

d
 D

ec
is

io
n

 P
o

in
ts

 in
 t

h
e 

C
ri

m
in

al
 J

u
st

ic
e 

S
ec

to
r

S
o

u
rc

e:
 U

n
it

ed
 N

at
io

n
s 

O
ffi

ce
 o

n
 D

ru
g

s 
an

d
 C

ri
m

e,
 “

D
ec

is
io

n
 P

o
in

ts
 M

ap
 in

 t
h

e 
C

ri
m

in
al

 J
u

st
ic

e 
S

ys
te

m
,”

 in
 “

C
ri

m
in

al
 J

u
st

ic
e 

A
ss

es
sm

en
t 

T
o

o
lk

it
,”

 ©
 2

00
6 

U
n

it
ed

 
N

at
io

n
s,

 r
ep

ro
d

u
ce

d
 w

it
h

 p
er

m
is

si
o

n
 f

ro
m

 U
n

it
ed

 N
at

io
n

s;
 f

u
rt

h
er

 p
er

m
is

si
o

n
 r

eq
u

ir
ed

 f
o

r 
re

u
se

. h
tt

p
s:

//w
w

w
.u

n
o

d
c.

o
rg

/d
o

cu
m

en
ts

/ju
st

ic
e-

an
d

-p
ri

so
n

-r
ef

o
rm

 
/c

ja
t_

en
g

/D
ec

is
io

n
_P

o
in

ts
.p

d
f.

N
o

Ye
s

N
o

N
o

C
u

st
o

d
ia

l a
n

d
n

o
n

-c
u

st
o

d
ia

l
m

ea
su

re
s

A
cc

es
s 

to
ju

st
ic

e

A
cc

es
s 

to
ju

st
ic

e

Po
lic

e

Pe
n

al
 s

ys
te

m
/

al
te

rn
at

iv
es

Ye
s

Ye
s

Ye
s

N
o

Ye
s

Ye
s

S
en

te
n

ci
n

g

Pr
ob

at
io

n
Pr

is
o

n

A
lt

er
n

at
iv

e
sa

n
ct

io
n

s

N
o

N
o

Ye
s

N
o

D
ec

is
io

n
 p

o
in

ts
 in

 t
h

e 
cr

im
in

al
 ju

st
ic

e 
p

ro
ce

ss

Ju
d

ic
ia

ry

P
ro

se
cu

ti
o

n
 s

er
vi

ce

Pr
e-

tr
ia

l
d

et
en

ti
o

n
Pr

e-
tr

ia
l

d
et

en
ti

o
n

D
is

m
is

s

A
rr

es
t?

E
d

u
ca

ti
o

n
/t

re
at

-
m

en
t/

al
te

rn
at

iv
e

co
m

m
u

n
it

y
se

rv
ic

e
p

ro
g

ra
m

m
es

E
d

u
ca

ti
o

n
/

tr
ea

tm
en

t/
al

te
rn

at
iv

e
co

m
m

u
n

it
y 

se
rv

ic
e

p
ro

g
ra

m
m

es

D
et

ai
n

?

In
ve

st
ig

at
io

n
A

lle
ga

ti
o

n
 o

f 
o

ff
en

ce
Fo

rm
al

 c
h

ar
g

e
A

d
ju

d
ic

at
io

n
S

en
te

n
ce

D
iv

er
t?

D
iv

er
t?

A
cc

us
ed

 p
ro

vi
de

d
ac

ce
ss

 to
ev

id
en

ce
/

op
po

rt
un

ity
 to

ne
go

tia
te

ag
re

em
en

t?

P
le

a
ag

re
em

en
t?

Tr
ia

l
G

u
ilt

y?

D
is

m
is

s

B
ai

l/r
el

ea
se

p
en

d
in

g
 t

ri
al

A
rr

es
t?

Ye
s

In
ve

st
ig

at
io

n
d

ir
ec

te
d

b
y:

Ju
d

g
e?

M
ag

is
tr

at
e?

Pr
o

se
cu

to
r?

Pr
o

se
cu

ti
o

n
in

ve
st

ig
at

o
r?

Po
lic

e
in

ve
st

ig
at

o
r?

Ye
s

N
o

Ye
s

B
ai

l/r
el

ea
se

p
en

d
in

g
 t

ri
al

D
et

ai
n

?

Fo
rm

al
ly

ch
ar

ge
?

B
y

w
ha

t m
ec

h-
an

is
m

?



402   Securing Development

needed changes to develop more appropriate structures. The United 
Kingdom, for instance, created the Crown Prosecution Service in the mid-
1980s, shifting prosecutorial responsibilities away from the police, and in 
2000 the Netherlands shifted most management responsibilities for the 
courts, especially most budgetary responsibilities, away from the Ministry 
of Justice to a judicial council.

The combined agencies comprising the criminal justice system are 
generally granted constitutional powers to carry out some of the essen-
tial functions needed to create safe communities and ensure the state’s 
security. These functions include (i) implementing their monopoly on 
the legitimate use of state force within the territory; (ii) maintaining 
public order and preventing crime; (iii) responding to public disorder 
and criminality; (iv) providing a fair, legitimate, and expeditious process 
of trial and adjudication for criminal cases; and (v) incapacitating and/
or rehabilitating offenders. These are significant powers and require 
adequate controls and supervision—another reason why criminal justice 
agencies are often parts of different decentralized powers (national, 
state, local), respond to different ministries (ministry of justice, ministry 
of interior, ministry of home affairs, etc.), and represent at least two 
branches of government (i.e., the executive and the judiciary). Further, 
such agencies not infrequently require presidential and/or parliamentary 
approval of key appointments as well as annual reports or other report-
ing or oversight arrangements (e.g., ombudsman offices, human rights 
commissions, nongovernmental organizations [NGOs]).

Traditional/Informal Institutions and the Public Sector

Another important consideration in mapping the criminal justice sector 
is the role of traditional institutions, whether in developed countries (the 
 aristocracy in the House of Lords in the United Kingdom) or in developing 
countries (tribal elders in Sub-Saharan Africa). Where formal institutions 
are weak and have limited reach, it is important to consider the justice ser-
vices that traditional or informal actors may provide. In Rwanda, for 
example, the gacaca courts—existing traditional tribunals—were adjusted 
to try the overwhelmingly large number of genocide cases that the weak 
formal system could not be expected to handle. While the choice—and ulti-
mate success—of these courts is frequently questioned, they offered one of 
the few options available for addressing these cases at all.25

Building upon existing traditional systems—after understanding how 
they function and who they can serve—is an option that has been recog-
nized in many countries across the globe. But it is still often overlooked, 
especially when the urgent need to create viable formal institutions distracts 
decision makers from the possibility of investing in a nongovernment 
option. Understanding these options and alternatives is actually quite 
important as part of the effort to understand priorities for investments 
in the formal sector and choices for the future scope of the public sector. 
If traditional systems address at least some disputes reasonably well, then 
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there is no need to invest in creating these capacities in the formal sector, 
particularly when resources are already scarce.

Beyond customary courts, other institutions not formally part of the 
public sector include private security services, as well as legal aid services 
provided pro bono or supported by international donors. The relation-
ship of these organizations with those funded through public revenues 
can vary from cooperation to competition and even conflict. Because 
these institutions are not funded by public revenues, they are by defini-
tion excluded from the criminal justice system PER. However, in certain 
countries the analysis of the scope of these other activities may help to 
clarify the performance of the criminal justice system and may help to 
identify whether actual service gaps exist. This analysis may include a 
review of the clarity of jurisdictional boundaries and role definition (or its 
absence). It may also seek to determine the extent to which these entities 
exist because of failures (real or perceived) of the public bodies or their 
lack of legitimacy, and the extent to which their operational ethos accords 
with the legal restrictions placed on the conduct of statutory institutions 
(e.g., in relation to the use of force and the securing of due process rights 
for suspects and accused persons).

The Criminal Justice Chain and Interagency Coordination
A Criminal Justice Architecture

Although criminal justice responsibilities are divided among a range of 
government agencies across all government levels, there rarely exists a 
national-level structure to effectively coordinate different agency responses 
or develop and implement a comprehensive national criminal justice pol-
icy. As a result, governance of the criminal justice system is dispersed 
across agencies, and policies to address crime and security are rarely cre-
ated to guide the entire system. At the same time, the reason that the chain 
of criminal justice agencies is referred to as a system is because the actions 
or nonactions of one agency tend to affect the workload and operations 
of the others. If police arrest more people, then prosecutors and possibly 
courts have to respond to increasing numbers of detentions and investiga-
tive requests, pretrial detention numbers will increase unless courts have 
alternatives, and so on. If prosecutors have broad discretion, office policy 
may allow them to dismiss or defer prosecution of misdemeanor and 
other cases, especially when high arrest numbers are overwhelming their 
capacities to respond within legal time limits. Such policy decisions by the 
prosecutor’s office may be justifiable, but they render increased police 
efforts ineffective. This outcome is not only likely to contribute to inter-
agency difficulties but also would mean that police resources were wasted. 
This example—which is just one of many—highlights the need for good 
cooperation and a systemwide policy (both of which are lacking in many 
countries) and makes clear why a systemwide review of resource alloca-
tions, policies, and performance is important.
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Coordination of the Criminal Justice Chain

In chainlike systems such as the criminal justice system, consistent, coordi-
nated systemwide improvements in the interconnected work flow from one 
entity to another are where many long-term changes can have their biggest 
impact. Nevertheless, criminal justice institutions have a high degree of 
autonomy and they tend to work in silos. Interventions in one part of the 
criminal justice system can have little or no effect in another, or may trigger 
unintended consequences that cause inefficiencies—not just for agency 
operations and resource needs but for people, victims, offenders, and com-
munities alike.26 It is not unusual for criminal justice system institutions to 
blame each other for the systems’ inefficiencies and bottlenecks, with each 
considering itself the most underfunded. In addition, even if the relationship 
among institutions is cooperative, no institution has the ability to compel 
the others to change internal operations, staffing, business processes, or 
organizational configurations.27

Given the interconnectedness of the criminal justice system, one of the 
first issues to review is whether any coordination mechanisms are in place to 
align strategies and pool resources. Several countries have experimented 
with different types of coordination mechanisms, yet such mechanisms con-
tinue to be the exception rather than the rule. For example, in some coun-
tries large ministries coordinate management and budgeting of criminal 
justice. New ministries of public safety or justice have emerged in countries 
such as Chile, El Salvador, Mexico, and New Zealand (see box 5.1), blend-
ing the boundaries between ministries of justice, prosecutors’ offices, and the 
ministry of interior. On a smaller scale, Kosovo and other countries have 
consolidated certain functions such as training academies in order to pool 
resources and allow criminal justice actors to become more knowledgeable 

Box 5.1 Coordinating the Justice Sector in New Zealand

Coordinating the justice sector in New Zealand entails recognizing the “pipeline” across the crimi-

nal justice system—that is, the flow of responsibilities across the sector, from investigating crime 

and carrying out arrests, to prosecution and sentencing, and finally to sentence management and 

rehabilitation. Actions and decisions at any one part of the pipeline can substantially influence 

other parts.

Coordinating the justice sector also involves a specific approach to leadership. The Sector 

Leadership Board was formed in 2011 and is made up of the chief executives of Police, Justice, and 

Corrections, with the secretary of Justice acting as chair and a sector group in the Ministry of 

Justice providing support. The board has charge of the justice system’s overall performance; more 

specifically, it coordinates major changes in the sector and handles improvements (modernization, 

cost reduction, service enhancement, etc.).

The Justice Sector Fund, a funding pool established in 2012, further facilitates coordination across 

the sector. The fund makes it possible to transfer savings between agencies and across years, and 

thus allows direction of funds to the highest-priority concerns.

Source: Based on Ministry of Justice of New Zealand n.d.
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about the entire system and related agencies. In countries as diverse as 
Albania, Mexico, South Africa, and Uganda, multi-agency task forces have 
been established to respond to specific crime problems, such as gender-based 
violence, corruption, prison overcrowding, or drug crimes. Although these 
examples show a very positive trend, such coordination mechanisms are the 
exception, and even when they exist they do not necessarily translate into 
adequate resourcing of the criminal justice system. While a well-coordinated 
system can result in various benefits, a poorly coordinated one increases 
fragmentation, augments costs and time, reduces accountability, and creates 
barriers to access to services.28

Coordination beyond the Criminal Justice System: 
Experiences from Drug Policy Coordination Mechanisms

Effectively combating drug use and trafficking requires significant coordi-
nation among different institutions beyond the justice sector. In particu-
lar, public and even private agencies from the health, education, and 
social  services need to collaborate closely with law enforcement institu-
tions to tackle the multifaceted aspects of drug use and trafficking. The 
governments of Australia, Mexico, the United States, and several 
European Union countries have established different nationwide strate-
gies and coordination mechanisms in an effort to reduce the illicit drug 
market.29 In addition, because drug trafficking regularly requires coordi-
nation across jurisdictional borders and often has a transnational dimen-
sion, effective counternarcotics efforts involve coordination at the 
international level. Regional bodies such as the Caribbean Community 
Secretariat (CARICOM) and the Andean Community have set up several 
international agreements and multilateral action plans to coordinate 
efforts to combat the abuse and trafficking of illicit narcotics and psycho-
tropic substances. Other regional organizations such as the African Union 
or the Economic Community of West African States (ECOWAS) have 
promoted similar initiatives.30 The type of arrangements and degree of 
coordination vary from country to country, and depend largely on con-
textual factors and political elements such as political leadership, govern-
ment priorities, and the degree of influence of certain interest groups.31 
Such mechanisms have facilitated information sharing, fostered agree-
ment on core issues and directions, and minimized duplication, among 
other benefits.32 Yet these arrangements have not necessarily resulted in 
the better-coordinated allocation of resources. At the same time, as some 
observers have argued, common budgeting is one of the most effective 
coordination mechanisms, and it provides the necessary support to imple-
ment new organizations and policies.33

Executive-Judiciary Coordination Arrangements

Any coordination mechanism among criminal justice system institutions 
will be affected by the arrangements between the judiciary and the execu-
tive. From the executive side this relationship is mainly articulated through 
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three ministries or agencies: (i) the ministry of justice (or equivalent), 
(ii) the ministry of interior (or equivalent), and (iii) the ministry of finance 
(or equivalent).

• Ministry of justice. The PER should review the responsibilities of the 
ministry of justice in relation to the judiciary. In some countries, it is 
responsible for the administration of courts; often it is also responsible 
for the prosecution services and corrections. A particular question is the 
ministry of justice’s role regarding the judicial budget. In countries 
based on the Westminster system of government and in many civil law 
countries, the executive plays the dominant role in seeking the necessary 
appropriation for the judiciary, but in other countries (e.g., the United 
States) the courts negotiate their budget directly with the legislature (see 
annex 5B for a typology of judicial budget negotiation arrangements).

• Ministry of interior. The ministry of interior or its equivalent may be 
responsible for the police, and sometimes also for the corrections ser-
vices. In such cases, the PER should also include this ministry in its 
analysis of issues such as the following: resource allocation; the num-
ber and salaries of corrections agency officials; appointment or pro-
motion of officials; the number and salaries of support staff; drafting 
of the strategies, policies, or guidelines for the corrections services; 
investment in IT, new buildings, and infrastructure; and operations 
and maintenance (see the policing chapter for details).

• Ministry of finance. In most countries, the ministry of finance is 
responsible for the management of the public finances and the govern-
ment’s budget. It is usually in charge of negotiating and assigning 
budget allocations to line ministries. The ministry of finance can also 
be responsible (through the treasury) for managing appropriations 
and transfers, collecting and spending revenues from court fees and 
fines, and coordinating and managing the external financing of invest-
ments of criminal justice system institutions.

The Role of Judicial Councils

The PER team should also identify whether there is any judicial council (JC) 
or similar institution, what its role and authorities are, and how it is funded. 
Some countries split the responsibility for approving and managing judicial 
resources between the JC and the ministry of justice. For example, the JC 
may be responsible for determining the salaries and number of judges in 
the courts and the day-to-day court operating expenses, while the ministry 
of justice maintains the authority for determining the salaries and number of 
support staff, as well as for capital investments in courts. Box 5.2 provides 
a typology of JCs in Europe, which could be useful in guiding the analysis of 
these institutions. In addition, the PER should assess the governance struc-
ture of the JC (members, appointment rules, government branches respon-
sible for member appointments, etc.), which will have important implications 
for its authority and position within the budget process.
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Coordination and Territorial Organization of the State

In addition to addressing the overall criminal justice coordination 
mechanisms and institutional arrangements between the judiciary, the 
executive, and the legislature, the PER has to reflect the territorial orga-
nization of the state and how it translates into the structure and financ-
ing of the criminal justice system. In some countries the prosecutors, 
courts, and prisons are national institutions and centrally managed and 
financed. In other countries the criminal justice system’s organization, 
management, and funding may be divided among federal, state, and 
local government levels. In these cases, the PER will need to look at the 
institutional arrangements linking the criminal justice system and the 
executive and the legislature at each level (as well as the arrangements 
among government levels—federal/national, state/provincial, and local). 
Different structures will have different funding and operational conse-
quences that will need to be assessed. For example, decentralized fund-
ing of courts may have positive or negative consequences; courts funded 
in this way may be able to better reflect local needs for justice services, 

Box 5.2 Major Governance Models of Judicial Councils in Europe

A World Bank study identifies two models for governance by European judicial councils (JCs):

The northern European model (seen in Denmark, Ireland, the Netherlands, and Sweden):

• JCs have an extensive role in the administration of justice and also budgetary powers.

• The main focus is on strengthening judicial resource management and efficiency without 

compromising judicial independence.

• JCs handle administrative provision of the courts; monitor caseloads and quality standards; 

and manage judicial facilities, court automation, and public information—but courts have 

substantial operational autonomy.

• JCs have authority for budget preparation, resource allocation to judicial bodies, and accounting 

for expenditure; budgets are prepared in close consultation with the ministry of finance.

• Some JCs contract with individual courts for “delivery of justice”—courts agree to decide on a 

certain number of cases and can allocate agreed-upon resources as they see fit.

• JCs act as consultants to the ministry of justice or other executive agency responsible for 

developing justice sector policy.

The southern European model (seen in most European Union jurisdictions, including Belgium, 

France, Italy, Portugal, and Spain as well as some post-communist countries, including Poland, 

Romania, and the Slovak Republic):

• JCs make decisions about personnel in the judiciary and in some countries carry out judicial 

inspection and handle quality standards.

• The main goal is to protect and strengthen guarantees of judicial independence as enshrined 

in the constitution.

• The ministry of justice or other executive agency manages resources.

Source: World Bank 2008.
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but they may also be exposed to greater pressures from local authori-
ties. Especially in regions with more limited government resources, 
funding may be insufficient to deliver even minimal services, and local 
executives/legislatures may exert more pressure on courts to raise 
money via fines and fees—a possibly unrealistic requirement in poor 
 districts and one that exposes the courts to greater corruption risks.34

Coordination across Borders

Global flows of people, goods, money, and ideas mean that crime is no 
longer restricted within national borders. Examples of transnational 
crimes include terrorism, cybercrime, art crime, trafficking in drugs or 
antiquities, human trafficking, organ trafficking, nuclear material traf-
ficking, illegal logging and other environmental crime, child pornogra-
phy, kidnapping, extortion, pharmaceutical fraud, migrant smuggling, 
sea piracy, identity theft, and money laundering.35 Even where the 
majority of crimes are domestically contained, governments may have 
limited capacities to address crimes occurring across their borders, 
making them unable to tackle some criminal behaviors that harm their 
territory and citizens. In these cases, cooperation, coordination, and 
information sharing among countries become essential. Where the anal-
ysis of the typology of crime in the country indicates important cross-
border criminal activity, the PER should include existing international 
cooperation mechanisms and their funding to understand how these 
may be affecting the criminal justice system’s ability to address cross-
border crimes.

In reviewing these different aspects of coordination, a PER should assess 
the key elements that may in turn affect criminal justice performance. Once 
it has been established that a coordinating mechanism exits, some of the key 
guiding questions for the review are these:

• How long has the coordination mechanism existed?
• Which institutions participate in this mechanism? Are any key agencies 

not represented?
• Is this an informal or formal arrangement?
• What are the areas (e.g., budget allocations, human resources, policy 

coordination, data gathering, information exchanges) that fall under 
the coordination mechanism’s responsibility?

• Are its decisions binding for the participating institutions?
• How often does it hold its meetings? How are decisions made?
• Does it have the material and human resources to fulfill its tasks?
• Do performance measures for assessing the impact of coordination 

exist? Are data available to measure performance, and is coordination 
informed by data?

A checklist for the ministry of justice includes the following:

• Which criminal justice institutions is the ministry of justice respon-
sible for?
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• Does the ministry of justice have any responsibility for the following: 
resource allocation; the number and salaries of judges, prosecutors, 
corrections officials, or support staff; appointment or promotion of 
court presidents, court administrators, chief prosecutors, or corrections 
officials; legal aid and defense service provision; drafting of the strate-
gies, policies, or guidelines for prosecutors’ offices, courts, or correc-
tions; investment in IT, new buildings, and infrastructure; operation 
and maintenance; and training of judges, prosecutors, or other staff?

• Does it negotiate the budget with the ministry of finance (or legis-
lature), or does the judiciary/prosecutions office negotiate it 
directly?

• Does it (or other executive agency) have power over the establish-
ment, collection, regulation, and use of court and other criminal 
 justice agency fees?

Measuring Criminal Justice System Performance

The ultimate objective of a PER is to match expenditures against stated 
policy objectives; hence the importance of measuring criminal justice sys-
tem outcomes. Measurement is no easy task, however, given that the com-
mon public policy yardstick will be crime rates. The drivers of crime are 
multiple, complex, and ingrained in demographic, sociological, behavioral, 
economic, and geographical elements. The implications of this reality are 
twofold: (i) the typology of crime needs to be understood for any policy 
choices to have the desired impact, and (ii) the achievement of outcomes 
will not depend solely on the good performance of the criminal justice 
system. Other interventions, such as crime prevention programs, education, 
employment, and welfare mechanisms, will play into the causal chain, mak-
ing it impossible to single out one cause for the increase or decrease in crime 
and citizen security, or to clearly identify the impact of a particular criminal 
justice system response.

Efforts to measure criminal justice system performance need to make a 
clear distinction between performances at two levels: (i) the end-goals level, 
and (ii) the criminal justice system or agency level.

Performance at the End-Goal Level

The reduction of crime and the increase of citizen security are the two 
main end goals of the criminal justice system. One core indicator to track 
the achievement of those goals will be a decrease in crime as recorded 
by police (e.g., a decrease in homicides per 100,000 inhabitants), possi-
bly a decrease in the severity of crime (e.g., a shift from violent to nonvio-
lent crime). One issue with this indicator is that it cannot account for 
unreported crimes, which can be significant in number depending on 
the type of crime and country context. Whether victims report a crime 
is greatly influenced by public trust in the police, public perception of 
investigative success, public perception of the criminal justice system’s 
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overall effectiveness, and certain cultural norms. In addition, in some 
cases authorities may not be willing to release numbers or, worse, they 
may manipulate them for political reasons.

End-goal analysis needs a sensitive reading of data. One result of 
successful reforms can be that public trust increases, resulting in higher 
rates of reported crimes; thus this positive result translates into higher 
official crime rates. To better understand the influence of public trust 
on crime rates, it is helpful to use reported crime data in combination 
with victimization and safety perception surveys and self-report data.36 
These surveys distinguish between reported and unreported offenses, 
and they also allow for the inclusion of explanatory variables in the 
survey. While such surveys have their challenges,37 they can also mea-
sure citizens’ level of trust in the criminal justice system, both by inquir-
ing about trust directly and by comparing the numbers of victims of 
crime with the numbers of officially reported crimes. Public percep-
tion surveys are also the primary tool for measuring citizens’ perception 
of safety.

Performance at the Criminal Justice System Level

Assessing performance at the criminal justice system level involves two 
areas: (i) the performance of individual institutions of the criminal jus-
tice system in carrying out their functions, and (ii) the effectiveness of 
their interinstitutional cooperation in delivering services. Agency perfor-
mance reviews should assess the performance of core functions (for 
police: patrol, investigation, etc.; for prosecution: investigation, prose-
cution, victim services, etc.; for courts: pretrial hearings, trials, posttrial 
actions, etc.; for corrections: pretrial detention, offender screening and 
classification, prison management, treatment management, probation 
and parole, etc.). For understanding how the criminal justice system 
performs overall, information and measures for the combined core func-
tions are needed. For example, the entire investigative process may be 
the responsibility of multiple agencies, and the combined processes 
should be reviewed and the combined outcome measured.

Looking at performance of core criminal justice system functions 
and services across all relevant agencies is rarely attempted. (To our 
knowledge, first steps have been taken via a very few criminal justice 
case flow studies in developing countries and evolving states, including 
Mongolia and most recently Serbia.38) Still, a review of criminal justice 
system functions across agencies would provide for a way to better 
understand systemic challenges and resource impacts. Since functions 
vary depending on country context, this approach would involve a 
range of different agencies and processes. Beyond the main police func-
tions that are covered in a separate chapter, at a minimum the following 
three main functions across criminal justice system agencies would need 
to be assessed: (i) investigation and prosecution, (ii) adjudication, and 
(iii) incapacitation and rehabilitation.
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Investigation and Prosecution
Investigation is usually the responsibility of the police or other law 
enforcement agency; but in many jurisdictions it may also involve the 
prosecution service and the judiciary (for example, investigative judges 
in civil law). These processes and how they are applied within each 
agency are governed by a set of legal rules and norms relating to the 
rights of suspects and the powers of the criminal justice system’s institu-
tions, and they greatly influence how well each agency can perform. 
These legal norms vary across jurisdictions, change over time (especially 
during transitions from authoritarian rule), and may be ignored or 
violated. They may also enjoy more or less legitimacy both among ordi-
nary citizens and among the political elite.39 International performance 
guidelines and national standards (where they exist) for both functions 
and agencies focus on organizational performance measures (such 
as  timeliness, processing efficiency, cost-effectiveness, and reasonable 
transparency and accountability), as well as quality measures (such as 
quality of the investigation/prosecution in terms of rate of successful 
filings). They also comprise specific measures related to protection of 
human rights, “user” satisfaction (users being victims, witnesses, offend-
ers, defense attorneys, and other counterparts), and public perceptions.40 
Box 5.3 lists some examples of performance measures in investigation 
and prosecution functions.

Adjudication
Adjudication is the process, regulated by a set of rules and norms, by 
which the state exercises its power to determine if a suspected offender is 
innocent or guilty. Cases are typically brought to the criminal court by a 
prosecutor (some systems still allow police prosecutions, and sometimes 
private parties can prosecute cases), who presents the case to the court 
based on a previous investigation and conclusion that the defendant should 
be convicted for a criminal activity. The judicial proceeding is normally 
structured to guarantee the rights of the defendant, in particular the right 
to a proper defense, and it may require that the state provide a defense 
attorney.

Box 5.3 Sample Performance Measures in Investigation and Prosecution Functions

• Percentage of reported crimes that are successfully prosecuted and sentenced

• Number of pretrial detainees waiting for completion of investigation and prosecution

• Average time of pretrial detention due to delays in investigation and prosecution

• Percentage of citizens feeling that most crimes are successfully investigated and prosecuted

• Percentage of victims/witnesses satisfied with the way the investigation and prosecution were 

conducted

• Number of crimes dropped due to lack of coordination or understanding among investigation 

and prosecution agencies.
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How this process is structured, who has what roles and responsibili-
ties, how interim decisions are handled, and how many hearings are held 
all greatly depend on country context and case type—and all naturally 
have significant resource implications. Performance measures for the 
adjudication process—and the relevant agencies/institutions involved 
(i.e., not just the judiciary, but the prosecution and defense, possibly also 
police and corrections) generally focus on organizational performance 
measures and certain quality measures (i.e., overall quality of decisions, 
procedural fairness), in combination with specific measures related to 
judicial independence and public perceptions.41

Adjudication is one of several functional criminal justice system 
areas where shared goals and cooperation among all institutions 
involved are essential for system outcomes (as well as for agency per-
formance and end-goal outcomes). At the same time, this cooperation 
is not easy to achieve, since the players involved may not have the same 
process outcomes in mind. Defense attorneys may consider a prolonged 
process beneficial to their client, given that witnesses’ memories can 
fade; their client might need some form of intervention or treatment, 
but the system does not offer such an option unless the client is found 
guilty, and of course the defense attorney cannot seek a guilty verdict. 
Or certain pressures—unrefined agency performance measures, such as 
successful prosecution and adjudication rates or arrest/conviction 
ratios, along with intra-agency or public pressures—may push police, 
prosecutors, and judges to aim for convictions and long sentences and 
to ignore exculpating evidence and alternative treatment or sentencing 
options. While the differing interests in individual cases are part of 
the reason for the balanced structure that the justice system provides, 
they are also among the challenges for setting goals and realistic perfor-
mance metrics.

The criminal justice system is different from other sectors, where there 
may be more general agreement about what a “good” service comprises, 
such as access to potable water or adequate education and health services. 
Agreeing upon performance measures is significantly more challenging in 
the criminal justice system, not only because multiple agencies need to 
agree but because the private sector as well as affected citizens play a 
major role in achieving these outcomes. Box 5.4 lists some examples of 
performance measures for adjudication functions.

Incapacitation and Rehabilitation
Incapacitation can be understood as the degree to which crime is reduced 
and security is improved by the mere fact that offenders are “off the street.” 
Considering that incarceration or other forms of detainment (such as in 
secure treatment facilities, strict and controlled house arrest, even strictly 
supervised probation) present a severe limitation of personal freedom, it 
can only follow a court decision (unless, for example, an offender volun-
tarily enters treatment early in the process).



 Public Expenditure Reviews in the Criminal Justice Sector   413

A great variety of programs and initiatives fall under the general rubric 
of rehabilitation, including schooling and vocational skills–building pro-
grams, drug and alcohol rehabilitation programs, behavior change pro-
grams and anger management interventions, etc. Where these programs 
are  offered in secure or semisecure corrections facilities, the corrections 
agency infrastructure and the skill set of administrators need to be aligned 
with the needs of the rehabilitation programs. Where such programs are a 
condition of probation or deferred sentencing, resources (human and/or 
technological) are needed to monitor probationers, enforce conditions of 
probation, and deliver rehabilitative services in the communities where 
probationers live.42 Many of these services are provided by noncriminal 
justice system agencies and private providers. Considering this diversity 
of  services and goals, performance measures can be complex; like other 
criminal justice system functions, these center around organizational per-
formance but with a more pronounced focus on quality measures and 
outcomes, such as timely access to and provision of services, quality of 
assessments and services, cost-effectiveness, and different measures of inter-
vention success and recidivism rates (i.e., length of time an offender remains 
drug free, reduction in relapse rates, no crimes committed for a year or 
two—possibly excluding simple parole violations).43 Box 5.5 lists some 
examples of performance measures for incapacitation and rehabilitation.

Box 5.4 Sample Performance Measures for Adjudication Functions

• Clearance rate of criminal cases

• Average time to disposition (disaggregating by type of disposition)

• Criminal case turnover ratios

• Average time of pretrial detention due to delays in adjudication

• Percentage of citizens/users believing that crimes are adjudicated effectively and promptly

• Percentage of citizens/users believing that crimes are adjudicated with fairness

• Percentage of defendants saying they have not received adequate defense because of costs, 

unavailability of legal assistance, distrust, distance, or other reasons.

Box 5.5 Sample Performance Measures for Incapacitation and Rehabilitation

• Recidivism rates

• Employment rates of past offenders

• Percentage of offenders who have completed sentence and are awaiting release

• Reduction in the number of corrections population

• Increase in the number of alternative measures to incarceration

• Reduction in the number of crimes committed in or from corrections

• Number of drug-addicted inmates successfully rehabilitated

• Percentage of citizens believing that corrections are effective in reducing criminal behavior and 

rehabilitating offenders.
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The performance of the sector-related functions depends on well-run 
processes and cooperation. Even at the agency level, institutions may not 
have the power to improve low performance in some of these indicators. 
For example, high numbers of individuals in and overly long periods of 
pretrial detention may be caused by any of the following: (i) delay in adju-
dicating cases by criminal courts, (ii) delay in the prosecution by the prose-
cutor’s office, (iii) insufficient defense attorney capacities or purposeful 
delay tactics by the defense, (iv) inability of the courts to ensure that needed 
witnesses are available at the time of hearings, or (v) insufficient coordina-
tion between the criminal courts and corrections authorities to track pretrial 
duration and ensure the accused is brought to hearings in time.

Poor performance can also be caused by weaknesses in “upstream” 
functions of the public sector (e.g., treasury) by transfer financing mech-
anisms that allow funds to dissipate before they reach criminal justice 
system institutions.44 The indicators in box 5.5 (data permitting) can 
point to key measures in criminal justice performance. A more in-depth 
analysis that combines quantitative data collection with some qualita-
tive methods (focus groups, in-depth interviews, etc.) might be needed 
to shed light on the potential reasons for weak performance, time and 
resources permitting.

Undertaking a PER and Potential Outcomes

This section outlines the practical steps included in undertaking a PER and 
then considers some of the potential outcomes and what a PER can achieve. 
A number of international actors, including the World Bank and the UN, 
have undertaken institutional reviews and PERs, and these offer valuable 
lessons for new initiatives that governments or international practitioners 
may undertake.45 Considerations for new initiatives include the following:

Scope and Government Ownership

Key stakeholders should be engaged from the beginning, and the PER exer-
cise should be synchronized with relevant government and stakeholder 
cycles, including for budget, policy reform, and/or external assistance con-
sultation. Important questions about the scope and objectives of the PER 
should be posed up front in order to determine feasibility and timelines.

Objectives and Key Questions

It is essential to know clearly what the government expects from the PER, 
and it is equally important for stakeholders to understand what the PER 
can and cannot produce. The PER team needs to explain that results will 
depend on the availability of both data and resources (time, personnel, and 
costs). Many governments may be willing to receive a value-for-money 
analysis of the resources they spend in providing criminal justice system 
services. However, stakeholders should understand from the outset that 
without a performance-based budget and data disaggregated by service 
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delivery unit, it becomes difficult to directly link budget allocations to out-
puts and outcomes.46

Fundamental questions to be posed by a standard PER include the 
following:

• Is the system appropriately funded to achieve key policy goals?
• How is the budget allocated across agencies? What are agencies 

spending on, and does this spending reflect and support perfor-
mance goals?

• Does the budget support “right-sizing” of each agency?
• What would a reformed system look like? What budget would be 

needed, and can the country afford this now and in the future?
• Are resources being used in the most cost-efficient manner?

Analysis of Context

Within a relatively short time, a PER should (i) obtain a good grasp of crime 
and violence trends, including spatial variations; (ii) conduct a political 
economy analysis of justice service provision; and (iii) make macroeco-
nomic projections of expected revenues and expenditures for the duration 
of the PER period.

It is useful to start the PER with a good understanding of the crime and 
citizen security context within which the system should deliver. “Demand” 
for criminal justice services cannot be characterized the same way as for 
civil and administrative justice, where citizens “choose” whether or not to 
bring a case before a court. Where criminal cases are concerned, citizens 
may or may not choose to report a crime or cooperate in the investigation 
and prosecution proceedings. With some exceptions, however, police and 
prosecutors are required to actively address crime, and those suspected of 
having committed a crime are mandatorily brought before the justice sys-
tem. The term “demand” in this case would refer to the need for criminal 
justice system services in a certain country, and it will be determined by the 
levels and features of crime impacting different locations and parts of soci-
ety, by the public’s need and demand for protection, and by criminal justice 
system response in different locations. Understanding demand in this sense 
requires a review of crime rates, trends, and typology (e.g., gang or drug 
related, domestic violence, etc.) as well as drivers of crime, socioeconomic 
characteristics of offenders and victims, etc.

Crime levels vary by location so “demand” will vary geographically. 
Further, demand is affected when a society prefers not to give petty crimes 
the full weight of the criminal justice system, or when victims of certain 
crimes do not trust the system enough to come forward. In the latter case, 
actual crime rates may be high but demand for a criminal justice response 
low. It is important to understand the crime “map” across a country—
where demand exists, where demand is effectively met otherwise, and why 
demand may be lacking—to fully understand criminal justice system service 
needs, resource requirements, and gaps.
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Political economy considerations are important, particularly with regard 
to the potential impact of policy reform recommendations and guidance on 
issues like building a consensus for reform, sequencing reforms, and grand-
fathering existing arrangements into new procedures.47

Data Availability

Closely linked to the analysis of context is a thorough assessment of the 
quantity and quality of the data that a PER team will be able to gather. 
These depend on (i) what data are readily available or can be created, and 
(ii) the willingness of the owner to release the data. In some countries, 
concerns about protecting the independence of the judiciary mean that the 
executive does not have access to relevant data (on performance, actual 
expenditures, allocations at the court level, etc.). The PER team should 
therefore make sure that it is granted access by the institutions with author-
ity to release that data (such as the JC or the supreme court).

Typically, data are collected and analyzed to help prioritize spending and 
align public resources with stated national policy objectives, strategies, and 
programs.48 An initial data collection chart (annex 5F) provides sample 
data-gathering scenarios that will influence the type of analysis that can be 
carried out.

Stakeholder Consultation

The PER team should attempt to consult with the broadest possible range of 
stakeholders in order to obtain information and data on budgets, revenue, 
expenditure, policy, and performance. The consultation should not be limited 
to the standard ministry teams if certain types of data are required—for 
example, budget allocations to subnational-level government or estimates of 
external development assistance.49 For the institutional review component, 
the team should conduct direct interviews and observations in key agencies, 
including a small sample outside of the capital city if time and resources allow.

Team Composition

A good PER team generally needs a mix of people who together have 
(i) in-depth experience in the sector and the country, (ii) deep understand-
ing of the public expenditure management system, (iii) solid economic 
analysis skills, and (iv) requisite international sectoral expertise. Since the 
quality of the public expenditure work hinges on sectoral inputs, it is 
important to ensure that staff with the required sector expertise are mobi-
lized and committed.50

Costs

To date, no study has truly covered all criminal justice system compo-
nents.  For the few PER reports that have been developed in the justice 
sector, the estimated cost reportedly ranged from approximately $50,000 
to over $400,000.51 The average cost of a report that covers the standard 
topics—analysis of level and composition of the budget, institutional 
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arrangements, detailed assessments of organizational and budgetary infor-
mation, and performance indicators—is likely to be around $250,000, 
including all sources of financing. More resources are required in countries 
where language is a constraint and translators are needed for consultations 
and discussion sessions, or where the data are poor and a reasonable 
amount of information must be collected for analysis.52

Outline of a PER

The outline of a PER will vary according to the context, the specific focus, 
and the key questions raised by the government and the stakeholders in the 
criminal justice system. An outline of a standard PER may be along the fol-
lowing lines:

1. Objectives and scope; key areas of focus
2. Methodology; team and data access
3. Context; crime trends, political economy analysis, and macroeco-

nomic projections
4. Systemwide institutional and governance arrangements, service 

delivery structures, reforms, and existence of national and sector-
wide policies

5. Institutional review of the core delivery agencies (including their 
management, organization, operations, capacities, workloads, and 
performance)

6. Human resource allocation reviews by agencies and functions; work-
load and staff allocation and management by agency performance 
outcomes

7. Budget and finance processes and management; expenditure and 
revenue streams

8. Policy options.

Policy Options and Potential Outcomes

As of 2016, the World Bank has undertaken nine PERs that have entirely or 
partly focused on criminal justice or the wider justice sector.53 That these 
have had different outcomes reinforces the point that context and govern-
ment direction determine PER results.

The principle lesson suggested by these reviews is that, given the com-
plexity of the sector and its sensitive nature in the public policy realm, PERs 
should not be prescriptive and ideally should not be a one-off event or 
report. Rather, PERs should be used to inject data and analysis into the 
public policy dialogue in order to facilitate opportunities for reform. This 
was done in El Salvador, for example, where the process started with a PER 
identifying the key institutions and stakeholders within the criminal justice 
chain along with their priorities and respective expenditures. Subsequently, 
however, the data and analysis that were part of the PER enabled the 
government to launch a more in-depth strategy process (see figure 5.2) 
which examined ways to strengthen the overall criminal justice system and 
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in turn ways to use public resources more efficiently and effectively. Like 
many countries, El Salvador remains some way off from having an effective 
and efficient criminal justice system. Yet the PER instrument provided a 
neutral basis for presenting data and information to the key stakeholders 
and thus offered an opportunity for incremental reform.

Annex 5A: Prosecution Agency Assessment
Overall Agency Assessment

In most countries, the main role of prosecutors in the criminal justice sys-
tem is to provide legal guidance to the investigation, review its results, 
translate them into a charge to be filed in court, and prosecute the criminal 
case on behalf of the state. In this last role, they exercise the sovereign 
power of the state and represent the best interests of the community, which 
include honoring the rights of the accused.54 Prosecutors are essential not 
only for keeping communities safe, but also for holding public institutions, 
private sector companies, and indeed government officials to account.55

In spite of this overall similarity, prosecutors in different countries have 
different roles and authorities, both in the investigation and prosecution 
stage and during the court hearings. They may also have responsibilities for 
representing the state in cases filed against the state, including serving as 

Figure 5.2 El Salvador PER-Based Policy Dialogue Working Groups
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attorney in cases involving public companies; they may have responsibilities 
for providing victim and witness services; and they may have responsibility 
for supervising the execution of the sentence, which sometimes translates 
into supervision of prisons. Considering this broad scope of potential 
responsibilities, the first step in assessing the prosecution agency is to ana-
lyze the full range of prosecutorial responsibilities and identify what they 
actually mean in terms of prosecutor and support staff actions and resource 
requirements. For example: supervision of the investigation can mean being 
available to the investigative agency for legal advice or guidance; it can 
mean being physically present during investigative agency search and arrest 
operations to clear actions; it can mean that dedicated investigators work-
ing for the prosecutors’ office conduct the investigations; or it can mean 
that prosecutors attend parole hearings or visit corrections facilities monthly 
to conduct different levels of supervision activities.56

Traditionally, common law countries have established a clear separation 
between the investigation stage (in charge of the police) and the prosecution 
stage (in charge of the prosecutor’s office). By contrast, in many civil law 
countries, the prosecutor was conceived as the head of the investigation 
phase, directing and supervising police activities during the investigation 
process. These differences have increasingly become blurred,57 and the 
criminal justice system PER team must begin by assessing actual responsi-
bilities, since these impact resource allocation needs. The often significant 
range of responsibilities also means that international resource allocation 
comparisons are rarely useful. Within-country comparison, on the other 
hand, can detect performance variations.

Another important difference among systems that the PER must 
consider is the degree of flexibility that prosecutors (and investigative 
agencies) have in pursuing criminal cases. Civil law countries follow the 
“legality principle,” meaning prosecutors have to pursue every criminal 
case brought to them, can only dismiss a case after insufficient evidence 
is developed, and have no room to negotiate charges. Most common law 
countries, on the other hand, follow the “opportunity principle,” mean-
ing that prosecutors have considerable discretion as to the type of case 
to pursue. It is generally the chief prosecutor—who may be an elected 
official—who sets the policy for when to pursue prosecution, when to 
drop a case, and when to seek other alternatives, such as deferred pros-
ecution. The chief prosecutor also sets the policy on conditions for plea 
negotiations. This broad scope of policy discretion means greater con-
trol over the workload (including the flexibility to adjust to resource 
availability).58 For example, prosecutors can  decide to prioritize the 
prosecution of some cases on grounds of their severity, relevance for 
community safety, costs involved, and likelihood of success. Without 
this discretion, staff capacities may be overwhelmed by the number of 
cases, especially minor cases or those with a problematic evidentiary 
base; timely and careful processing of more serious cases will likely 
suffer under these circumstances, and costs will go up.59
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Even in countries with the legality principle such as France, the function 
of the prosecutor has been expanded to include some discretion in order to 
reduce the delay and expense associated with an increasing criminal 
caseload.60

The existence of different discretionary tools has a significant impact on 
the prosecutor’s ability to manage resources and also affects the court case-
load, the number of offenders sent to correctional services, and eventually 
police charging decisions.

Prosecutors’ Position in the Overall State Structure

State structure impacts responsibilities and funding streams. In some coun-
tries, the prosecutor’s office is part of the executive branch under the min-
istry of justice. In others, it is considered an independent agency and a 
quasi-judicial branch entity with similar independent budget authorities. 
Internationally it is recognized that aside from their location within the 
overall government, prosecutorial agencies should be designed as indepen-
dent institutions in order to insulate prosecutors from undue influence and 
thereby assure fair and impartial criminal trials.61 In the United Sates, vot-
ers elect most prosecutors at the local level; thus prosecutor accountability 
is built on electoral accountability. Yet, in many countries prosecutors join 
a centralized bureaucracy and comply with internal guidelines and rules 
that are enforced by regular internal review.62 Understanding these factors 
is important when assessing accountability mechanisms and incentives in 
prosecutors’ agencies, which in turn affect performance and resourcing.

Main Organizational Aspects of the Prosecution Service

In some countries, such as the United States, prosecution services are decen-
tralized and funded by state or local governments, while in others, the 
services are centralized at the national level and funded from the national 
budget. In the United States, the prosecutor’s office may receive funds from 
the county or city general budget, the state’s general budget, and (for special 
projects) the federal government; in addition, these offices may generate 
revenue in the form of fees or via forfeiture funds. There have even been 
occasions when private funding contributed to the budget in the form of 
funding for community-based activities or for special investigative units 
focusing on insurance fraud.

Some of the key guiding questions for the PER include the following:63

• How is the prosecution service organized? Does the office handle non-
criminal cases? Can budget and expenditure data be allocated to 
criminal cases only?

• Is criminal prosecution a centralized or decentralized function?
• What is the distribution of competences among different levels of 

prosecutors (by case type, relevance of the case, etc.)?
• Does legislation authorize a specific number of prosecutors?
• What is the geographical distribution of prosecutor offices and of 

prosecutors and support staff?
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• What is the human resources structure of the prosecution service?
• How are staffing requirements estimated?
• How are prosecutors selected and assigned? Do prosecutors rotate 

regularly?
• What performance management system is used for prosecutors 

and staff?
• How are tasks divided among prosecutorial staff (prosecutors, 

investigators, assistants, etc.)?
• How are cases assigned among prosecutors?

• To what extent are chief prosecutors accountable for results, and, if 
they are accountable, to what extent do they have the managerial 
autonomy to achieve those results?

• Who is responsible for the IT systems, office space, their management 
and maintenance, and other capital expenses? What type of IT system 
supports prosecution functions, and who uses it?

• How is training provided, and what are the training needs?

The question of training is an especially important one. Countries emerg-
ing from crisis or undergoing significant political and societal changes tend 
to have the largest needs for training and education, but the needs vary 
significantly even in these conditions. Especially where general education 
and law school education are underdeveloped, these training needs will be 
significant and require large investments over time—investments that can 
rarely be assured without significant financial support from the interna-
tional community. The scope of training to be provided not only must 
reflect the actual and future knowledge and skill levels desired for prosecu-
tors and judges and their support staff; it also must build upon current 
capacity levels. A country like Afghanistan, where schooling is limited and 
many sitting judges have not had even much basic education, will have 
training needs quite different from those of a country like Croatia, where 
there have been changes in many of the fundamental laws, in the demands 
on the judiciary, and in society, but where every judge has had tertiary 
education. Understanding the needed scope and level of training requires 
solid assessments with long-term needs projections. Any assessment of the 
adequacy of budget allocation to the training function will need to be 
informed by this detailed understanding of training needs.

Data Collection and Assessment of Work Volume and Human 
Resources Allocation

Services provided by prosecution offices are personnel-intensive; services 
are basically carried out by people (the prosecutors, their aides, and 
support staff) who direct investigations, study evidence, prepare cases, 
and appear before courts. There is no heavy equipment or machinery 
involved in the performance of these tasks. Thus personnel costs account 
for the biggest share of the prosecution budget, and staff resource 
allocation significantly impacts performance. In assessing the adequacy 
and efficiency of resource allocation, the PER should focus on human 
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resources structures and policies and their impact on current and future 
expenditures. The PER should also assess any tools or approaches in 
place to estimate the staffing needs.64 In addition, the team may want to 
analyze the personnel costs by different programs. An example of such 
an activity- or program-based costing, carried out for the Crown 
Prosecution Service in the United Kingdom, can be found in box 5A.1.

The study team should seek to collect data on human resource manage-
ment in order to answer the following questions:65

• How many prosecutors, investigators, and other support staff 
(by type) are currently employed by the prosecution service, both 
agencywide and by location? What are their functions and ranks 
(by gender, minority representation)? How many positions are 
not filled (by location)? What is the average number of days pros-
ecutors and staff work, and what are the working hours?

• Does the prosecution service hire, promote, discipline, and fire its 
own staff? If so, how are prosecution staff, including prosecutors, 
recruited? What selection process does the prosecution service use?

• How are prosecution service support staff evaluated, promoted, disci-
plined, demoted or terminated? Is there a written procedure for each 
potential step?

• Does the prosecution service have civil service status or other such 
protections? Are prosecutors or any of the staff unionized?

• Are the terms of service, compensation, etc., determined for prosecu-
tors by law or regulation?

• What is the range of salary for prosecutors and staff? Are the salaries 
regularly paid?

• Is their remuneration consistent with their position? Is their salary 
reasonable when compared to the local cost and standards of living? 
Do they receive benefits, such as housing, other than salary as part of 
their compensation?

Box 5A.1 Activity-Based Costing in the Crown Prosecution Service

The Crown Prosecution Service (CPS), the main prosecuting authority for England and Wales, makes 

use of the activity-based costing (ABC) method, which bases costs on the activity of a person, group, 

or institution. This approach breaks an activity down into its constituent components and then calcu-

lates the work effort involved in each one. In this way, the CPS can attribute staff costs to specific 

activities and can measure the resources needed for particular elements of work.

The CPS applies the following formula to determine total cost of staff time spent on the CPS pros-

ecution process: number of files handled multiplied by staff time and staff salary costs. As practiced 

by the CPS, ABC includes only staff time, not accommodation or other ancillary costs.

The CPS has used ABC for about 15 years. Currently, it is used for core prosecution process work 

(including legal and administrative staff). It is not used for staff who are not directly involved in the 

casework process, or for national headquarters staff, business support center staff, or staff in counter-

terrorism and similar units.

Source: U.K. Crown Prosecution Service 2014.
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Understanding the Workload

As in all criminal justice system agencies, staffing and other resource 
needs are driven not simply by the caseload, but also by the workload—
i.e., the effort required to efficiently and fairly process the different types 
of cases in a timely manner and provide other services mandated. This 
 distinction is fundamental. A prosecutor or judge may be able to handle 
and decide 20  simple theft cases in a day, but covering a complex 
fraud case, one with possibly hundreds of victims from across the coun-
try or even abroad, is significantly more time-consuming and costly. 
Understanding the different resource needs of at least the major case 
types is at the core of understanding resource requirements. Unfortunately, 
few prosecutor agencies collect case data by case complexity or develop 
estimates of resource requirements for different case types. In the United 
States, workload studies aimed at developing formulas to support bud-
get requests have been conducted for prosecutors’ offices, courts, and 
defense services in several states, but such studies are scarce in develop-
ing countries.66 The lack of such information is a major challenge for 
meaningful performance and expenditure reviews in many countries; 
often, case types must be at least generally categorized to reflect a mean-
ingful complexity level before workloads and resource requirements can 
be assessed.

Workload data should be collected in order to answer the following 
questions:

• How many cases are handled (i.e., investigated, prosecuted, etc.) by 
case type and location? What is the median time from receiving the 
case to completion? What are the case results (i.e., dismissal, prosecu-
tion by court decision, etc.)?

• How many cases does a prosecutor generally handle, by location 
and case type? To what extent does the allocation of prosecutors 
and support staff reflect the criminal workload and other services? 
At all levels? In different regions/rural/impoverished areas?

Analyzing Prosecutors’ Budgets

Once the prosecution services’ functions, organizational features, work-
loads, and revenue sources are well understood and data availability has 
been established, it will be easier to understand the prosecution services’ 
funding requirements and structures. At that point, various aspects of fund-
ing have to be reviewed.

The first aspect of funding concerns general expenditures, specifically the 
following:

• Annual total expenditure on prosecutor services in real (inflation-
adjusted) terms over time, and as a proportion of total public expen-
diture and GDP per capita67

• Annual expenditure on prosecutors by programs or main areas of 
activity68
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• Annual expenditure on prosecutors disaggregated between capital/
development and recurrent spending streams (to show whether trends 
in sector spending apply equally to capital and recurrent budgets)

• Salaries (scale and compression) and benefits (current and future 
commitments)

• Expenditure disaggregated by the different functions of the prosecu-
tors (the “functional classification” of expenditure)

• Executed budget (or “releases”) as a proportion of the amount bud-
geted each year (e.g., budget execution, execution rate, burn rate, 
disbursement rate) disaggregated (i) between recurrent and capital 
spending, and (ii) by individual prosecution offices69

• The spatial distribution of prosecutors’ expenditures across the 
country70

• Expenditures related to training or special programmatic efforts, such 
as victim and witness services and protection, community outreach, 
and others

• Projects and amounts funded by external donors, if any.71

The second aspect of funding to be reviewed concerns budget cycle infor-
mation, specifically the following:

• The process for the formulation and approval of prosecutor offices 
budgets
• Who or what body determines the distribution of prosecutorial 

resources regionally and nationally?
• How does the budget formulation process fit into the overall state 

budget process?
• Are there any off-budget expenditures or contingency funds?
• Which prosecutor offices, if any, are required to prepare a budget? 

Who participates in this process (chief prosecutor, financial staff)?
• Policies applicable to the actual level of funding and allocations

• Are there strategic priorities established for the prosecution service? 
Are these translated into more specific policies and targets?

• Are resources being allocated in accordance with the priorities of 
the prosecution service?

• What percentage of the budget is mandated by law/constitution 
and therefore cannot be changed by the legislature/executive?

• What is the basis for calculating prosecutors’ budgets?
• The management of allocated funds (including own revenues)

• Concerning the tracking of expenditures, do the prosecutor offices 
have a bank account, or do they just submit a payment order to the 
treasury?

• What are the procurement policies (competition, value for money, 
and controls) applicable to the prosecution?

• What information is available regarding costs (e.g., cost of operat-
ing the prosecution services or activity-based costing)?
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• To what extent do chief prosecutors have reliable budgets neces-
sary to deliver the results required of them?

• Oversight and accountability
• What is the reporting line and frequency of revenue and expendi-

ture accounting and monitoring throughout the year?
• Is there an effective internal audit system?
• To what extent are good procurement practices observed?
• To what extent is financial information reliable and timely?
• What mechanisms exist to improve expenditure performance and 

reduce nonperformance (e.g., public disclosure on expenditure allo-
cations, client satisfaction surveys, expenditure tracking surveys, 
effective external audit)?

• Are prosecutor offices audited by an internal auditor, an external 
auditor, or both?

Assessment of the revenues collected by the prosecution service needs 
to recognize that some of these revenues may result from law enforce-
ment and criminal justice activities, such as fines, forfeitures, and pro-
gram fees. Such revenues may be designated for the prosecutors’ general 
budget, for special prosecution programs, or for a targeted criminal jus-
tice fund; or they can go directly to the general government budget. 
Although they can be a useful complement for resourcing the prosecu-
tors’ budget, these revenues are not predictable, and increasing them 
may not be a realistic or ethical option.72 It is essential to assess the 
sources of these revenues, the amounts involved, and their management 
(see the example in box 5A.2). Some of the guiding questions for the 
assessment team to answer are these:

• Who is responsible for regulating, collecting, managing, and spending 
fines, forfeitures, and program fees?

• Are these revenues used to fund prosecutors’ budgets?

Box 5A.2 Canada’s National Fine Recovery Program

The Public Prosecution Service of Canada (PPSC) is responsible for overseeing Canada’s National 

Fine Recovery Program (NFRP), which seeks to recover court-ordered fines owed by individuals and 

companies convicted under federal statutes. Eight fine-recovery units, located in PPSC regional 

offices, carry out this mission.

A range of methods is used to recover the fines: letter, telephone, set-off of income tax refunds or 

certain tax credits (through an agreement entered into with the Canada Revenue Agency in 2008), 

payment negotiations, seizure of assets, registration of liens on property, and income garnishment. 

Between 2002, when the program was first established, and 2012, the program recovered more than 

Can$63 million in fines, including almost Can$7.3 million in 2011–2012.

Source: Public Prosecution Service of Canada 2012.
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• If so, what percentage of the prosecutors’ budget is financed through 
these sources?

• To what extent, if any, are revenues earmarked to fund specific bud-
get items or programs?

Nonpersonnel Expenditures in the Prosecution Budget

Nonpersonnel expenditures make up a much smaller share of the total 
prosecutor’s office budget than personnel expenditures, but they are also 
essential for the provision of prosecutor services. Major nonpersonnel 
expenditures include the following:

• Services and supplies. This category includes costs of office furniture, 
supplies, telecommunications, and contractual services such as clean-
ing, translation, and printing.

• Investments. These comprise the budget allocated to equipment and 
office or IT infrastructure.

• Scientific and forensic work. These expenditures are required 
by many criminal cases for such things as drug analysis, finger-
print identification, or ballistics analysis. This scientific work may 
be performed by a government crime laboratory, with the costs 
being paid by the budget of that laboratory, but in other cases 
these (substantial) costs may need to be covered by the prosecu-
tor’s budget.

• Victims and witnesses. The cost of providing the needed expert wit-
ness expertise, victim support, and witness protection programs can 
be significant for the prosecutors’ offices. Sometimes these costs are 
funded under the ministry of justice budget, but the prosecution ser-
vices may still have to cover part of the costs.

• Security. Protecting prosecutors (or their families) from threats 
is key to ensuring their integrity and independence. While few 
prosecution agencies in the developing world make budget 
 allocations for security measures, every agency needs the capac-
ity to at least assess the threat risks endured by individual pros-
ecutors, other agency staff, and their families, and the review 
may provide an opportunity to assess needed security budget 
allocations.73

Assessing and Understanding Prosecutorial Performance

Agency performance in relation to resource allocation may be assessed on 
the institutional level, but rarely in relation to system and crime reduction 
outcomes. The core performance measures used by prosecution agencies 
internationally are shown in table 5A.1. Some prosecution agencies may 
also include “programmatic” indicators related to a particular public 
safety goal, such as obtaining restitution orders for victims or participa-
tion in community crime prevention activities, but this is rare in develop-
ing countries.74
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Annex 5B: Criminal Court Assessments
Overall Agency Assessment

Separating the Criminal Court Functions from the Larger Court 
System
In most countries, courts handle a range of case types, most typically 
comprising civil, criminal, and administrative cases. The budget for the 
judiciary (or even for individual courts) may not specify the resources 

Table 5A.1 Sample Indicators to Measure Performance of the Prosecutor’s Office

Measurement category Indicators

Efficiency and timeliness • Clearance rate of criminal reports (claims filed with the criminal 
court/crime reports received), by case type

• Average time to disposition of criminal reports, by case type

• Percentage of cases resolved through alternatives to prosecution

• Backlog of criminal reports, by case type

• Cost per criminal report: average of distributed expenditures/
dispositions by crime report, disaggregated by case type

• Average and geographical distribution of caseload per prosecutor 
(or office)

• Average elapsed time criminal defendants are jailed awaiting 
trial

Quality • Conviction rates of prosecuted crimes, by case type

• Consistency in applying policy to cases

• Percentage of victims and witnesses satisfied with prosecution 
services

• Number of citizens stating they have faith in the prosecutors and 
believe that they will get fair treatment

Transparency and 
accountability

• Number of ethics complaints received and handled concerning 
poor treatment, corruption, and other problems encountered 
with prosecutors 

• Percentage of prosecutors who publish financial or asset 
disclosure reports

• Number of citizens expressing their belief that the prosecutor’s 
office is transparent and accountable

Independence • Percentage of citizen/user and staff survey respondents 
indicating that in practice, decisions and powers accorded to 
prosecutors are not usurped by other government actors

• Indication by agency data that criminal acts by other officials are 
investigated and prosecuted successfully

• Existence in law of prosecutor career and secure tenure
• Indication by staff surveys that the selection, evaluation, 

promotion, and retention of prosecutors occurs through 
transparent, merit-based procedures

• Number of citizens expressing their belief that the prosecutor’s 
office is independent
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that are allocated to criminal case handling; and even where specialized 
benches or courts are established, these often share buildings, services, 
and personnel (in many small first-instance courts the same judge may be 
responsible for both civil and criminal cases). Hence the criminal justice 
system PER team may need to calculate the proportions of resources that 
are spent specifically on criminal justice, both by asking officials and 
making their own estimations. This step will increase the costs and diffi-
culties of the study.

The Interconnection between Court Organization, Functions, and 
Court Budgeting
The way a country’s courts are organized in terms of management struc-
tures and operations will largely determine the courts’ financing mecha-
nisms. Some observers even conclude that court finance is just the fiscal 
counterpart of court administration: “When a court system is adminis-
tratively and functionally integrated, the budget expresses the means 
by which the various activities of the system are to be carried out. When 
a system is not administratively integrated, its budget is a formal, but not 
functional, document: It simply aggregates expenditures for activities 
that are only nominally related to each other.”75 Courts in developed 
countries have budgets that allow for linking resources to functions, 
even some level of performance, but many courts in developing coun-
tries do not.

Analyzing the Court Organization
The next step is to understand what functions and services are administered 
by criminal courts at the different court levels. The formal criminal justice 
system courts and prosecution service in most countries are generally struc-
tured to include three (more rarely two or four) levels of appeal. In some 
countries, courts that serve as the first level of appeal for simple cases may 
also be the first level of court for complex cases. In addition, many countries 
have created small-claims courts below that first-instance level in order to 
increase efficiency in processing and reduce costs for both the court and the 
litigant; some of these small-claims courts handle cases that had before been 
handled in first-instance criminal courts, mainly simple traffic violations. 
Depending on the severity or complexity of the cases to be judged, courts 
may be composed of professional or lay judges or a combination thereof; 
hearings may need to be held by one judge or a bench of three or more 
judges. Trials may involve juries and expert witnesses, both of which have 
significant budget implications. In some countries, certain types of disputes 
may make up the core of a court’s workload, while in other countries the 
same kinds of disputes may not be resolved by the courts at all.76 In terms 
of courts’ internal organizational arrangements, courts’ auxiliary and sup-
port services may be placed outside or inside the court system’s administra-
tive domain. These arrangements too (in addition to other coordination 
and management issues that may affect performance) have budgetary con-
sequences that need to be considered.
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Some of the questions that the PER should focus on include the 
following:

• What are the functions and services administered by criminal courts 
at various levels?

• What is the geographical distribution (court map) of criminal courts, 
and what is their workload by level and location?

• What are the sizes of criminal courts in terms of staff and workloads 
(average, variation, largest, smallest, etc.), and are there efficiency 
correlations?77

• To what extent are court managers (court presidents/court adminis-
trators) accountable for results, and to what extent do they have the 
managerial autonomy to achieve those results?

• What is the human resources structure of the criminal courts?
• How are staff requirements estimated?
• How are tasks divided among court staff (judges, clerks, assis-

tants, etc.)?
• What is the support staff/judge ratio across different locations, 

court levels?
• What is the prosecutor/staff ratio?

• Who owns the court buildings and is responsible for maintenance and 
capital investments?

• Who manages and funds the administrative support structure of crim-
inal courts?

• Who is responsible for the IT systems and operation and management 
of criminal court buildings and equipment?

• Who if anyone in the criminal courts is responsible for regulating, 
collecting, and managing court fees (including registries) and fines?

Data Collection and Assessment of Work Volume and Human 
Resources Allocation
Understanding Workloads
The volume of cases that enter the courts is a driving factor for determining 
resource needs. However, aggregated caseload data that do not distinguish 
case type, court type, level, or location are not a good indicator for resource 
needs. Disaggregated data are important for three reasons:

1. Different case types require different levels of work from judges, court 
staff, and other participants in the adjudication process.

2. Different court types tend to have different procedural requirements 
that require different levels of effort.

3. Processing requirements can differ among locations for good reasons 
(e.g., additional travel time in rural areas, influence of local court sup-
port structures and user attitudes on work effort needed).

Thus to distinguish case complexity and differences in case mix, both of 
which may influence overall work effort required, court case data should be 
broken down at least by major case types (minor and major civil, criminal, 
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administrative, etc.), and ideally by court type and level (general jurisdic-
tion, specialized court, first instance, appeal) and by location. If significant 
other tasks are handled by judges and court staff, these should also be 
captured.

The core court case data to be collected therefore include the following:

• Number of cases filed by case type, court type, location
• Number of cases disposed by case type, court type, location (and by 

disposition type)
• Number of cases pending at the end of the year by case type, court 

type, location (median age of pending cases, if available).

Understanding Court Staffing
Judges decide cases, but much of the administrative work required to 
process a case is—or should be—conducted by support staff. Judicial 
resources should not be focused on activities that can be more efficiently 
provided by specialized support staff. In addition, some procedural deci-
sions, even simple judicial decisions in simple cases, are better assigned 
to nonjudicial staff, and the workload of judges can be significantly 
reduced if they have support for legal research and decision drafting 
from junior lawyers or paralegal staff. It is important to understand the 
different staff positions’ roles and functions to assess staff requirements 
and budget implications in light of different workloads.78

The core court staff data to be collected should include the following:

• Number of judges by location, court level and type (case type, if 
possible), and position

• Number of court administrative and other support staff by location, 
court level and type (case type, if possible), and position.

To understand the appropriate resource allocations, case and staffing 
data should be available for at least three years. Case and staff development 
trends provide insight into what may be needed in the future. Other types 
of projections will be needed to determine resource needs under policy 
changes, or in cases where no data or only unreliable data are available.79

Analyzing Court Budgets
The elements involved in reviewing court budgets do not generally differ 
from those outlined for prosecution services. What is important is to cap-
ture the different funding sources and to reflect that the judicial branch 
budget may include several independent budgets. Naturally this is the case 
where courts are decentralized, but even where this is not the case, the 
supreme or constitutional court may have a budget separate from all other 
courts, and so may a judicial council and a judicial training institute.

Traditionally, criminal courts have been funded through two major 
sources: (i) an allocation from the general public budget, and (ii) own 
revenues collected mainly through court fees. In addition, courts have 
increasingly expanded their funding sources and sought new ways to 
obtain the resources needed to provide their justice services. For example, 
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in several countries, the ministry of justice or similar agency provides seed 
funding for pilot programs, new approaches to case management, and 
projects to support better case management through improved operations 
and training.

Other countries have established specific funds, such as legal aid or 
compensation of crime victims, to directly finance key services provided 
by the courts. In some countries, private funds are established by con-
cerned citizens, prominent lawyers, and leaders of the business commu-
nity to support particular court services or provide resources to improve 
the courts’ performance. Finally, other sources of funding of the criminal 
courts include sale of official bulletins and publications, sale of seized 
assets, donations, interest, bonds, sale of official forms and seals, and 
rental of court property. Box 5B.1 outlines the potentially different ways 
that courts may deal with fines and seized assets.

All these different financial resources need to be analyzed to determine 
their sustainability and predictability, and to clarify whether funds from 
these sources are earmarked for one specific service or provide general bud-
get support to the court.

Allocation of Other Court Funding and Revenues
As mentioned, courts may collect their own revenues through court fees 
and fines. For many countries in Europe, revenues from court fees represent 
around 30 percent of the total budget allocated to courts.80 Especially in 
countries where courts operate registries, fees related to registries’ activities 
can be an important source of funding and can offer an attractive solution 
to financial shortfalls. Most of such fees come from civil cases, however, 

Box 5B.1 Criminal Fines, Illicit Property, and Gains Linked to Criminal Activity: 
Who Collects?

Paying criminal fines and seizing property and funds linked to criminal activity are an important part 

of criminal sentences. In imposing a criminal fine, the state holds offenders accountable but does not 

undermine their ability to prove that they can be productive members of society. This punishment is 

particularly appropriate for nonviolent first-time offenders, especially when financial gain was a moti-

vating factor.

Which agency is responsible for the collection of criminal fines, property, and illicit gains varies 

greatly from one country to the next, and sometimes even within a country depending on the level of 

government and the location. How the revenues from these efforts are used also differs. For example, 

at the federal level in the United States, seizure and forfeiture of property is in the hands of the 

U.S.  Marshals, while collection of fines is the responsibility of the Executive Office of the U.S. 

Attorneys. At the state level, a range of mostly executive agencies are responsible, but sometimes the 

prosecution service is responsible for seizures and forfeitures, or there is a combined forfeiture task 

force. It may also be the court that is responsible for collection of criminal fines, or, as in one county 

in Pennsylvania, the office of court records, which is a combined court/county entity.

The funds can go to the general budget, to one or several agencies, or to a special fund that may 

or may not support criminal justice system activities.
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and it needs to be understood how they are allocated and if they actually 
support criminal court activities. Such revenues, fees, and fines can be used 
by the courts, or they can go directly to the general government (ministry of 
justice or finance) budget. When used to fund courts’ budgets, they might 
be earmarked for specific line items or programs. According to some observ-
ers, if own revenues are used as a direct source of courts’ budget support, 
they may motivate the courts to raise fees and fines at the expense of access 
to justice and may make the courts less accountable about their spending.81 
In the United Kingdom, for example, the government established “full-cost 
pricing” in the civil courts. This obliged courts to set fees such that court 
services would be self-funded. Various judges protested, arguing that this 
approach impeded access to justice.82 Although such concern is less relevant 
in the domain of criminal justice, where an exemption to court fees usually 
applies, access to justice considerations need to be added when evaluating 
court fee policies.

Some of the guiding questions that the PER team should answer to 
understand the criminal justice system’s own resource structures are these:

• Do courts operate registries?
• Who is responsible for regulating, collecting, managing, and spending 

court fees (including registries) and fines?
• Are these revenues used to fund criminal courts’ budgets? If so, what 

percentage of the budget do they finance?
• To what extent are revenues earmarked to fund specific budget items 

or programs?

Criminal Courts’ Funding Requirements

Once the court organization, operations, workload, staffing, and funding 
sources have been properly mapped, it will be easier to understand the 
funding requirements of criminal courts. At this point, the review will 
focus on (i) general expenditures information, (ii) budget cycle informa-
tion, (iii) personnel expenditures, and (iv) nonpersonnel expenditures.

General Expenditures Information
General expenditures information includes the following:

• Annual total expenditure on criminal courts in real (inflation-adjusted) 
terms over time, and as a proportion of total public expenditure and 
GDP per capita

• Annual expenditure on criminal courts by programs or main areas of 
activity

• “Economic classification” of expenditure—i.e., annual expenditure 
on criminal courts disaggregated between capital/development and 
recurrent spending streams (to show whether trends in sector spend-
ing apply equally to capital and recurrent budgets)

• Salaries (given that services provided by criminal courts tend to be 
personnel-intensive and to depend heavily on the number and quality 
of staff and their distribution across the relevant jurisdiction)
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• “Functional classification” of expenditure—i.e., expenditure disag-
gregated between the different functions of the criminal courts

• Executed budget (or “releases”) as a proportion of the amount bud-
geted each year (e.g., budget execution, execution rate, burn rate, dis-
bursement rate) disaggregated (i) between recurrent and capital 
spending, and (ii) by individual criminal courts

• The spatial distribution of criminal courts’ expenditures across the 
country

• Projects and amounts funded by external donors.

Budget Cycle Information
Budget cycle information includes the following:

• The process for the formulation and approval of criminal courts’ 
budgets
• How does the budget formulation process fit into the overall 

state budget process?
• Are there any off-budget expenditures or contingency funds?
• Which criminal courts are required to prepare a separate bud-

get? Who participates in this process?
• Policies applicable to the actual level of funding and allocations

• Are there strategic priorities established for the criminal justice 
system (and criminal courts)? Are these translated into more 
specific policies and targets?

• To what extent are resources being allocated in accordance with 
the priorities of the criminal justice system?

• What percentage of the budget is mandated by law/constitution 
and therefore cannot be changed by the legislature/executive?

• What is the basis for calculating the criminal courts’ budgets?
• Could alternative transfer formulas be established to promote 

greater efficiency and effectiveness in resource use?
• Are line-item restrictions used by the legislature/executive to con-

strain courts’ budgetary discretion?
• The management of allocated funds (including own revenues)

• Concerning the tracking of expenditures, do the criminal courts 
have a bank account or do they just submit a payment order to the 
treasury? Is there data on actual expenditures, or do the courts 
operate as a black box?83

• What are the procurement policies (competition, value for money, 
and controls) applicable to the criminal courts?

• What information is available regarding costs (e.g., cost of operat-
ing the criminal courts or average cost of each case disposed)?

• To what extent do court managers (court presidents/court admin-
istrators) have reliable budgets necessary to deliver the results 
required of them?

• What is the amount of the budget funded through court fees?
• Are there pressures to collect certain amounts?
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• Are these court fees collected by the criminal court, other courts or 
divisions of the court, or by the executive for redistribution among 
courts?

• Are there restrictions regarding how these own revenues can 
be used?

• Oversight and accountability
• What is the reporting line and frequency of revenue and expendi-

ture accounting and monitoring throughout the year?
• Is there an effective internal audit system?
• To what extent are good procurement practices observed?
• To what extent is financial information reliable and timely?
• What mechanisms exist to improve expenditure performance and 

reduce nonperformance (e.g., public disclosure on expenditure 
allocations, client satisfaction surveys, expenditure tracking sur-
veys, effective external audit)?

• Are courts audited by an internal auditor, an external auditor, 
or both?

Personnel Expenditures
Personnel expenditures are the biggest percentage of courts’ budget, and are 
therefore a key element of any criminal justice system PER.

In many countries, salaries of judges and other court personnel account 
by far for the largest percentage of the budget. In Europe, for example, sala-
ries for judges and court staff represent 66.1 percent of the budget allocated 
to courts.84 This situation is perfectly understandable in a sector in which 
the major service or output is the delivery of decisions (judgments) made by 
qualified state representatives (judges) with the aim of resolving disputes 
and implementing the law. The major implication is that effective human 
resource management will be central to cost-effective operations and high-
quality outcomes. How adequate staffing levels can best be assessed has 
been outlined above. Other relevant areas to review include the following:

Recruitment. While recruitment of court staff will be similar to recruitment 
of other government employees, policies for recruiting judges are quite 
specific and have important financial consequences. In general terms, 
two systems for recruiting judges are used: (i) judges are appointed from 
a pool of lawyers with sound professional and ethical records at the 
later  stages of their careers, often serving for a set term of years; and 
(ii) relatively young law graduates become entry-level judges after passing 
state examinations and receiving judicial training. In this second system, 
judges normally are appointed for life, and they gradually move up in the 
judicial hierarchy, often as a result of their length of service. The systems 
have different implications for initial training and continuing education 
(and related cost), as well as different implications for the courts’ pension 
system and flexibility when it comes to judicial positions. The rationale 
for lifetime appointments is to protect the independence of judges, 
which could be undermined if selection and retrenchment were used with 
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political purposes. Under this type of system, it is difficult to reduce the 
number of judges as a way of reducing expenditures; and because of the 
long-term budget implications, it may be difficult to increase the number 
of judges if workloads rise. This limited flexibility can lead to inefficient 
operations when workloads change, unless alternative processing or 
staffing options have been established, such as early retirement offers, the 
temporary use of retired judges, or increased use of law clerks or other 
court staff with legal education to handle simple cases and provide judicial 
legal support.

Promotion. As with recruitment policies, rules for promoting judges are 
usually designed to prevent undue influence of the judiciary. Modern 
judiciaries implement a system of performance reviews and clear and 
transparent promotion rules based on merit. In countries where the 
judiciary is undergoing significant reforms, performance reviews of judges 
may still be understood as interfering with judicial independence, so that 
promotions follow traditional seniority structures, or even worse are 
made in an opaque manner based on personal alliances. Both these 
methods of promotion undermine efficiency and public trust and tend to 
disregard the courts’ budget situation.

Training. Training of judges and court staff is an important function that 
is not always under the administrative, content, or budget control of the 
judiciary. As mentioned before, how judges are appointed (i.e. shortly 
after graduating from law school or later in their career) has an impact on 
the entry-level and continuing training requirements.

Different training models have different budget implications. Some mod-
els of training development will be more cost-effective than others, but 
the most effective training model may not be a feasible option initially. One 
important lesson learned from years of donor-supported judicial education 
across the globe is that while countries may wish to develop a large, state-
of-the-art training facility for the judiciary, such an approach is rarely 
feasible and is very costly. A central institute, possibly even a dedicated 
facility, is important for ensuring that judicial training can be developed 
and delivered strategically and uniformly for all judges (and court staff) 
across the country, ideally in coordination with other criminal justice sys-
tem institutions. But this facility need not provide all training. Effective 
models include a central training management unit that coordinates and 
organizes the different training services and coordinates monitoring and 
evaluation as well as co-training with other criminal justice system agencies 
using contract staff, experienced judges, other staff, and government as 
trainers, and outsourcing logistics, housing, material development, and 
other tasks if that is a cost-effective option.

Any criminal justice system PER will need to review structure, cost, and 
performance of the different training entities that each of the criminal jus-
tice system agencies has in place. Beyond what has been said above, there 
are many issues that need to be considered in relation to all criminal justice 
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system training efforts. There have been few attempts to align training 
across different institutions, and for good reasons: each agency has very 
different training and education needs, and it is important to preserve some 
distance between them since each not only needs to coordinate with others 
but also may need to provide some control function over others. At the 
same time, there are training areas where cooperation, sharing of trainers 
and material, sharing of equipment, and even co-training are not only cost-
effective but essential to ensuring that the criminal justice system chain and 
needed cooperation work well.

Remuneration and Benefits (Including Retirement). The PER team should 
conduct a detailed analysis of different salary levels, evolution, scales, and 
components for judges, including comparisons to the average wage and 
the wage of similar professionals (other public servants, lawyers, notaries, 
prosecutors) as well as for support staff. Like recruitment and promotion 
policies, remuneration policies try to ring-fence judges’ independence, but 
they may also make for an inflexible system that has trouble adapting to 
changes in the availability of resources. The PER should also identify the 
benefits provided. Not only does the combined salary and benefits package 
influence both recruitment and retention figures, but in some countries 
benefits packages can be significant (adding up to more than the base 
salary). Beyond the traditional medical, vacation, and sick leave benefits, 
they may include housing, transportation, security, schooling for children, 
tuition reimbursement, entertainment, and a range of other benefits. 
These benefits may be more extensive than in other public sector agencies 
because the judicial agencies aim to attract the best candidates.

Nonpersonnel Expenditures
Although a substantially smaller percentage of the total court budget 
in most countries, the following nonpersonnel expenditures should be 
assessed:

• Services and supplies. This category includes costs of office furniture, 
supplies, telecommunications, and contractual services such as clean-
ing, interpretation and translation,85 court hearing transcriptions, and 
printing services. Included here or as a separate budget line may be 
funding for special service programs, such as witness/victim services, 
expert witnesses, child care, pro se assistance, and public education.

• Investments. These comprise the budget allocated to equipment, office, 
communication, and IT infrastructure. Buildings may be included if 
they are not rented, as well as some transportation vehicles.86

• Operation and maintenance. These costs apply to both physical and 
technological infrastructure and equipment and involve the materials 
for refurbishment, spare parts, or software updates, as well as associ-
ated labor costs.

• Legal aid. This can be a significant cost element in countries where it 
is provided directly by the courts (see also annex 5D).



 Public Expenditure Reviews in the Criminal Justice Sector   437

• Security. This may include costs for salaries and equipment for security 
personnel on the ministry of justice’s payroll, or payments to external 
providers such as the ministry of interior or private companies.

• Other court expenses. These may be covered under “services and sup-
plies” or as a separate budget line.

Assessing and Understanding Court Performance

Due process rules and requirements and the performance of other criminal 
justice system actors greatly influence the ability of the criminal courts to 
manage criminal cases and provide other related justice services. Since crim-
inal cases tend to be just one part of the courts’ overall caseload, the perfor-
mance measures that apply to the overall court operations tend to be used 
for the criminal caseload as well—with adjustments as needed to reflect the 
special situation of criminal caseloads and occasionally with added quality 
measures related to the protection of human rights or even treatment out-
comes (such as compliance with treatment orders or recidivism rates, even 
though these are only partially a result of the courts’ interventions). Several 
sets of internationally accepted measures for court performance have been 
developed: trial court standards specific for criminal courts (by the United 
States), a set of CourTools that applies to all case types (by the National 
Center for State Courts), and measures to assess European courts (by the 
European Commission for the Efficiency of Justice). In addition, the 
International Framework for Court Excellence links court management to 
performance measurement.87

Measures generally relate to core performance areas that reflect the 
purpose of the courts, specifically access to justice; expedition and time-
liness; equality, fairness, and integrity; independence and accountabil-
ity; and public trust and confidence. The sample measures indicated in 
table 5B.1 provide an overview of different measures applied by courts 
in different countries.

(Table continues on next page)

Table 5B.1 Sample Indicators to Measure Performance of Criminal Courts

Measurement category Indicators

Expedition and timeliness • Clearance rate of criminal cases (cases disposed/new filings), 
by case type

• Average time to dispose of or suspend criminal cases, by case 
type

• Backlog of criminal cases

• Average of distributed expenditures/dispositions, disaggre-
gated by case type

• Average and geographical distribution of caseload per judge 
(or criminal court)

• Average elapsed time criminal defendants are jailed 
awaiting trial
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Annex 5C: Corrections and Rehabilitative Services 
Assessment
Overall Agency Assessment

Corrections (and related rehabilitative services) are generally considered the 
last stage of the criminal justice system chain. At the same time, these agen-
cies are often in charge of pretrial detention and may provide a range of 
services before an offender is found guilty. At their core, corrections are the 

Table 5B.1 Sample Indicators to Measure Performance of Criminal Courts (continued)

Measurement category Indicators

Equality, fairness, and 
integrity

• Like outcome for like cases 

• Rate of overturns on appeal 

• Number of citizens stating they have faith in the courts and 
believe that they will get fair treatment

• Number of positive responses to user satisfaction survey

Transparency, accountability, 
and independence

• Whether by law the judiciary has an “independent status” as 
regards noninterference by other branches of government, and 
whether in practice, decisions and powers accorded to the 
judiciary are not usurped by other government actors

• Ability of judges to review government acts for conformity 
with  the law, and laws (and actions) for conformity with 
the  constitution; actual passing of judgment against the 
government

• Whether judicial career and secure tenure exist in law, and 
whether in practice, the selection, evaluation, promotion, and 
retention of judges and administrative staff occurs through 
transparent, merit-based procedures

• Number of citizens expressing their belief that the judiciary is 
independent

• Publication of judgments

• Availability to parties to a case of all information on its current 
status and past history

• Number of ethics complaints received and handled concerning 
poor treatment, corruption, and other problems encountered 
with judges and courtroom staff 

• Number of court users who report satisfaction in terms of 
transparency

Access • Population saying they have not taken a case to court or to 
alternative services because of costs, unavailability of legal 
assistance, distrust, distance, or other barriers

• Number of legal aid providers per 100,000 population and 
geographic distribution of same

• Number of judges per 100,000 inhabitants 

• Geographic distribution of both judges and criminal court units

Public trust and confidence • Number of citizens reporting they trust and have confidence in 
the judiciary
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prison service in its many variations. The performance of this part of the 
criminal justice system tends to be measured more in relation to end goals—
to punish, incapacitate, deter, and rehabilitate the offender—than in rela-
tion to institutional measures.88

Responsibility for corrections may fall under different ministries, but in 
most countries the responsible agency is the ministry of justice or the min-
istry of interior. Placing responsibility with the ministry of justice is con-
sidered good practice by the United Nations Office on Drugs and Crime.89 
The ministry of justice is responsible for corrections in all 47 countries of 
the Council of Europe except Spain; it also tends to be responsible for 
corrections in most of the Americas, much of Africa, and some of Asia. In 
the Middle East, corrections are more commonly part of the ministry of 
interior, and among former Soviet countries either one can be responsi-
ble.90 In many countries, there may be additional detention facilities run 
by the military, the ministry of health and social welfare, or education 
departments.91

The organization of the corrections system varies significantly across 
countries. Some countries, such as China, the Philippines, and the United 
States, have a number of corrections systems reflecting state structures, 
e.g., federal, state, county, and district corrections systems. Others have a 
nationally organized corrections system.92 Both structures have advan-
tages and disadvantages. While decentralized systems make it harder to 
articulate a clear mission statement and set common standards across the 
country, centralized systems limit opportunities to reflect local needs and 
often impede efforts by local managers to explore innovative initiatives 
(including alternatives to imprisonment and reform programs).93

The structure, management, focus, and budget of the corrections 
services, as well as which institutions are involved in the punishment or 
rehabilitative processes, further depend on the overall criminal justice sys-
tem policies and are highly affected by the size of the offender population. 
In countries where the focus is on strict punishment, corrections have to 
manage a large population in secure facilities and may have few options 
for early interventions, treatment, and release. Research across the globe 
has shown that a purely punitive approach is not only very costly, it is also 
ineffective in deterring crime or rehabilitating offenders. For all corrections 
and rehabilitation services, it is also important to understand that resource 
requirements are determined by two quantitative factors, the number of 
admissions and length of stay, in addition to the quality (effectiveness and 
cost) of the services provided. Not surprisingly, the largest impact on the 
cost of corrections comes from changes in policies regarding sentencing 
and releases.94

Corrections services face a myriad of challenges, in particular in develop-
ing countries or fragile and conflict-affected states (FCS); overcrowding of 
often outdated facilities is one of the most predominant. Other common 
challenges include very poor facilities, few resources, poorly trained staff, 
and widespread corruption. There also tends to be little information about 
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actual corrections populations, current issues, and trends; registries and 
data are often inadequate, have been destroyed during conflict, or never 
existed. Poor conditions alone generally result in human rights abuses: 
long-neglected and undersourced facilities frequently have to house many 
times the number of people they were built for decades before. Corrections 
overcrowding is often a result of (i) outdated sentencing policies that do not 
allow for alternatives to secure detention and prison or for early release and 
(ii) inefficient criminal proceedings and detention and prison management, 
which lead to overly long pretrial detention and to holding of prisoners 
beyond their court-set time of release. Construction of new facilities is one 
solution where existing facilities are dilapidated, inappropriate for holding 
offenders, and not designed for providing rehabilitative services. But over-
crowding is not a problem for developing nations alone. In May 2011, the 
U.S. Supreme Court ordered the state of California to release 40,000 
inmates, not because they had served their sentences, but because prison 
overcrowding had reached unacceptable levels.95

Building larger facilities and maintaining them is costly, and often not the 
solution to a larger policy problem. Instead, alternative measures (e.g., ratio-
nalization in sentencing policy, wider use of alternatives to imprisonment) 
should be explored.96 One growing trend in many middle-income and even 
low-income countries (though unlikely in FCS) is to outsource prison man-
agement to the private sector as a cost-saving option. But a review of other 
options to reduce the number of individuals in secure facilities and the 
length of time they are incarcerated is generally more effective than out-
sourcing.97 Cooperating with other government services and private provid-
ers of treatment, along with streamlining and automating operations and 
using modern IT solutions, represents a more promising option, and not just 
in the developed world. The use of video hearings is among the most prom-
ising. Arraignments, cross-jurisdictional hearings, and other pretrial hear-
ings can be held via video collaboration, saving costs for prisoner transport, 
reducing time in court, and freeing up police and court staff time. In India, 
where about 75 percent of the prison population is awaiting trial, video 
hearings are beginning to be used for pretrial proceedings. A major reason 
why such a large share of India’s jails is occupied by individuals who have 
been accused but not tried is the lack of police officers and vehicles to trans-
port them to court for hearings. Video collaboration is speeding up the pro-
cess while saving money. The Bangalore Central Prison, which is using 
video for some processes, estimates that more than 900,000 rupees—about 
$20,000—is saved each month as a result, not counting the benefit to the 
individuals involved.98

While secure corrections services play a key role in an effective criminal 
justice system by holding offenders accountable and ensuring safety, the 
degree of causality between the use of imprisonment and reduction of crime 
is contested. On the one hand, studies in the United States estimated that 
the quadrupling of the prison population since the 1980s accounted for 
between 25 and 30 percent of the fall in crime, while other more recent 
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research in New York City, for example, has shown that reductions in 
crime can be achieved together with reductions in the prison population.99 
Today, there is ample research that has found no clear link between crime 
and violence on the one hand and incarceration on the other.100

Research has further shown that incarceration has a detrimental effect on 
individuals, families, and even some communities, especially those living in 
poverty, mainly serving the purpose of retribution and often failing to deter 
crime. There is no question that those who break the law, especially those 
who harm others, have to be held accountable. Imprisonment, however, 
may not be the best response in every case, especially if it is not combined 
with rehabilitative service and reentry programs. The negative impact of 
secure imprisonment on offenders’ lives and the likely substantial conse-
quences for their own and their families’ well-being (economic and other-
wise) are well established. As the UNODC notes: “The impact can be 
especially severe in poor, developing countries where the state does not pro-
vide financial assistance to the indigent and where it is not unusual for one 
breadwinner to financially support an extended family network.” In these 
cases, the family’s financial loss is “exacerbated by the new expenses that 
must be met—such as the cost of a lawyer, food for the imprisoned person, 
transport to prison for visits and so on.” Release from prison brings its own 
problems: “Former prisoners are generally subject to socio-economic exclu-
sion and are thus vulnerable to an endless cycle of poverty, marginalization, 
criminality and imprisonment.” The UNODC concludes: “Imprisonment 
contributes directly to the impoverishment of the prisoner, of his family 
(with a significant cross-generational effect) and of society by creating future 
victims and reducing future potential economic performance.”101

Incarceration may also not be in the interest of the victims, their fam-
ily, or their community—and in developing nations and among indige-
nous communities it may not be a response that reflects customary 
mechanisms for settling conflicts (see box 5C.1). Incarcerating the offender 

Box 5C.1 Why Did the Judge Incarcerate the Rapist? A Story from the Arid Lands 
in Kenya

Among communities in the arid lands in Kenya, not all acts considered criminal under the law are seen 

as crimes. If a sexual offense is committed, for example, the families try to work out an informal solu-

tion rather than seeking redress through the formal legal system. In the event that a report is made to 

the police, however—even if the report is meant as a tool in the families’ private negotiations—the 

case must be filed in court if it involves a crime under the law.

One Kenyan magistrate hearing a case of a rape imposed a sentence of life imprisonment. The 

decision shocked the local Tugen community, who had expected to negotiate compensation and 

arrange a marriage between the girl and her attacker. Given the community norms, incarceration 

perhaps served no one’s interests, and many considered it was not the optimal response to what 

took place.

Source: Chopra 2009.
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may meet the victim’s and community’s need for retribution and increase 
the feeling of safety, but it does not address the victim’s need for compen-
sation or desire for an honest apology and active engagement by the 
offender to make things right. Particularly in societies where customary 
rules call for specific types of compensation (such as restitution in the 
form of payment in cattle or even working for victims and their families), 
incarceration is not the desired outcome. Victim and community expecta-
tions must be considered in designing sentences that are both in line with 
international human rights standards and responsive to customary 
approaches. Some developed countries, such as the Netherlands, offer 
offenders a range of options to work off the debt to the victim and soci-
ety, and these same options should be available in the developing world. 
Under special programs in Australia, Canada, and the United States, com-
munity circles or elders lead proceedings and agree on active restitution 
for crimes, including violent crimes; the government then supports these 
rulings as official responses.102 Such options can be structured to protect 
human rights and address community and victim needs in a way that is 
not only cost-effective, but also effective in restoring the offender to a 
productive place in society and in limiting conflict resulting from unful-
filled revenge.

Institutional Analysis

In addition to mapping the system’s organizational and management struc-
tures on all government levels, the PER should also be guided by these 
questions:103

• How are the different institutions comprising corrections structured? 
How are they staffed, resourced, and funded? What services exist in 
each, and what are their responsibilities?

• Is the system centralized or decentralized with regard to its gover-
nance or delivery of services? If decentralized, how much autonomy 
do regional or local systems have?

• Is there a policy and clear statement of principles to guide the man-
agement of the corrections system (i.e., statement of purpose, mis-
sion statement, or value statement), and does it apply to all 
corrections facilities and programs? Does it involve rehabilitation 
and preventive services, including those outside the criminal justice 
system?

• Does the corrections service have a strategy document or plan to 
systematically address the main challenges in corrections, such as 
overcrowding, health concerns, and lack of corrections treatment?

• Is there a national development plan for the corrections system? 
Who is responsible specifically for planning? What is the planning 
capacity? How are plans developed? What is included in the plans?

• What is the number of staff positions in corrections? What is the 
actual number? What percentage are women (or minorities, where 
appropriate)? How does the situation vary geographically?
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• What services exist in corrections? How many staff positions are in 
each service? What is the actual number? How does the situation vary 
geographically?

• To what extent is there a standard and proper recruitment procedure 
for corrections staff?

• To what extent is remuneration consistent with employees’ positions? 
Are salaries reasonable when compared to the local cost and stan-
dards of living? Do employees receive benefits other than salary as 
part of their compensation?

• Do corrections staff receive in-service training to improve their 
qualifications?

• Where are secure and other corrections services located, especially in 
relation to population and crime centers? How accessible are nonse-
cure and treatment options? Do they have the capacity to respond to 
the needs? How accessible are the facilities to family members?

• To what extent are the facilities designed to respect human rights 
standards? To accommodate modern offender management and 
treatment?

• How much of the corrections services—secure and nonsecure—is 
outsourced? How is the quality of service delivery monitored and 
measured?

• What data are available across all facility and program types to assess 
workloads, efficiency, and cost-effectiveness in management, quality 
of service delivery, and outcomes? If such data are available, how 
reliable are they? How are they used? Are any published?

In order to deliver the desired outcomes, all related corrections func-
tions should be designed not just with institutional measures but also with 
the end goals in mind, and the review should aim to collect information 
accordingly. The core areas to review may include the following:

• Management of pretrial detention and diversion services
• Offender assessment, sentencing recommendations, and offender 

classification
• Management of nonsecure alternatives, halfway houses, and treat-

ment options/facilities
• Management of the corrections population
• Management of offenders on probation, parole, and work release; 

management of family visitation programs
• Management of reentry programs.

For each of these areas, the following should be reviewed:

• Institutional arrangements, including admissions, records manage-
ment, classification, tracking, services and treatment, status reviews, 
issues identification and responses, release, and aftercare. This 
category also includes staffing and staff management, key processes, 
policies, equipment, IT (especially for case management), and IT 
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support in light of workloads across programs, key offender groups, 
and locations.104

• Organizational arrangement and management of complaints, overall 
data collections, and performance management, as well as general 
organizational management, including facilities, human resources, 
supplies, equipment, security, and transportation, by facility and 
program type across locations.105

Data Collection and Assessment of Work Volume and Human 
Resources Allocation

Considering that corrections systems in many countries do not simply focus 
on holding offenders but rather seek to facilitate their reentry into society, 
related programs and other services need to be accounted for. The scope of 
rehabilitative services provided will determine exactly what data are needed, 
but the core data to be collected are listed here:

• Number of facilities/programs by type and location
• Number of inmates/clients by offense type, sentence type, location, 

age group, and gender
• Number of inmates by 100,000 population (by offense type, sentence 

type, location, age group, and gender)
• Median time in facility/program.

As in other criminal justice agencies, human resource data also need to 
be collected by staff type and function. The core human resources data to 
be collected include:

• Number of staff by type, function, location, program (and gender)
• Staff/offender ratio by type, function, location, program (and gender).

Analyzing Corrections System Budgets and Funding Streams

Once overall structures, functions, and responsibilities are mapped and 
workload and human resource data are collected for all corrections entities 
involved, the various aspects of corrections funding can be assessed:106

General Expenditures Information
The review should seek the following information on general expenditures:

• Annual total expenditure on corrections in real (inflation-adjusted) 
terms over time, and as a proportion of total public expenditure and 
GDP per capita

• Annual expenditure on corrections by program or main area of 
activity

• Annual expenditure on corrections disaggregated between capital/
development and recurrent spending streams

• Salaries (scale and compression) and benefits (current and future 
commitments)

• Executed budget (or “releases”) as a proportion of the amount bud-
geted each year (e.g., budget execution, execution rate, burn rate, 
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disbursement rate) disaggregated (i) between recurrent and capital 
spending, and (ii) by individual corrections

• Expenditures by corrections across the country
• Projects and amounts funded by external donors, if any
• Industries in place and their annual profits, along with disposition of 

profits
• Whether prisons are allowed to reinvest these profits, and whether 

offenders receive payment
• Availability of correction land for agricultural purposes, and amount 

of land farmed (in hectares or acres); agricultural production figures 
and budget

• Contribution of land to the food service; disposition of agricultural 
profits.

Budget Cycle Information
The review should seek the following information on budget cycles:

• The process for the formulation and approval of corrections’ 
budgets
• Who or what body determines the distribution of corrections’ 

resources nationally and regionally?
• How does the budget formulation process fit into the overall state 

budget process?
• Who prepares and submits the operating budget? Are individual 

corrections administrations involved in budget planning? To what 
extent?

• Are there any off-budget expenditures or contingency funds?
• Policies applicable to the actual level of funding and allocations

• Are there strategic priorities established for corrections? Are these 
translated into more specific policies and targets?

• To what extent are resources being allocated in accordance with 
the priorities of the corrections service?

• What is the basis for the calculation of corrections budgets?
• The management of allocated funds (including own revenues)

• Who manages the budget? Who oversees its spending?
• Did the corrections service receive the funds allocated in its budget? 

Are there normally delays, fiscal constraints, or other obstacles to 
gaining access to these funds? Where are the funds held? Who 
authorizes their disbursement?

• What are the procurement policies (competition, value for money, 
and controls) applicable to the corrections services?

• How is procurement organized? Who is responsible for procure-
ment? Is it centralized or decentralized? How does the system 
work, especially for food and medication?

• Is procurement formalized? Is it based on competitive bidding? Is 
the bidding process transparent? Is there integrity of process? Are 
there allegations of favoritism, profiteering, or corruption in the 
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procurement of goods and services? What plans, if any, exist to 
improve the procurement and distribution process?

• What information is available regarding costs (e.g., cost of operat-
ing the corrections or activity-based costing)?

• To what extent do corrections managers have reliable budgets 
necessary to deliver the results required of them?

• Oversight and accountability
• What is the reporting line and frequency of revenue and expendi-

ture accounting and monitoring throughout the year?
• Is there an effective internal audit system?
• To what extent are good procurement practices observed?
• To what extent is financial information reliable and timely?
• What mechanisms exist to improve expenditure performance and 

reduce nonperformance (e.g., public disclosure on expenditure 
allocations, client satisfaction surveys, expenditure tracking sur-
veys, effective external audit)?

• Are corrections audited by an internal auditor, an external auditor, 
or both?

Expenditures within the Corrections Budget
The main categories of corrections expenditures are the following:

• Salaries. The salaries of staff who perform the core functions (register-
ing, managing, and overseeing inmates, maintaining order, etc.) are a 
significant part of corrections expenditures.

• Services and supplies. This category includes costs of food, clothes, 
uniforms, other supplies, telecommunications, and core services such 
as cleaning and transportation.

• Capital expenditures. This category comprises budget allocated to 
purchasing and rehabilitating the capital assets that support the 
corrections system, such as buildings, equipment, and land.107

• Education and vocational services. This category includes all the costs 
associated with providing education and vocational training to the 
correctional population.

• Health care. Expenditures related to health care services are one of the 
biggest allocations of corrections budgets in certain countries.

• Security. This category includes expenditures on technology and other 
devices to ensure security in corrections. It may also include the costs 
of contracting personnel (including military) to carry out security 
tasks. The criminal justice system PER team should be mindful not to 
count as security expenditures other expenses that may be accounted 
under salaries or capital expenditures.

Expenditures outside the Corrections Budget
In some countries, the costs of some services provided by corrections may 
not be reflected in the corrections budget. The criminal justice system PER 
team should be aware of these in order to fully understand the extent of the 
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corrections operations, performance, and expenditures. Some of the main 
costs that may fall outside the corrections budget are these:108

• Employee benefits and taxes. Although the salaries for corrections 
employees should be included in the department’s budget, funding 
for some personnel costs (such as health insurance or the employer 
share of social security taxes) may be provided by a central admin-
istrative fund.

• Pension contributions and retiree health care contributions. Certain 
administrations may make contributions to pension plans and retiree 
health care for all their employees through a central fund.

• Capital costs. In some countries, funding for capital projects to con-
struct and renovate corrections is provided outside the corrections 
budget.

• Legal judgments and claims. The costs of corrections-related legal 
judgments and claims may be provided through a central account of 
the state, the ministry of justice, etc.

• Statewide administrative costs. In certain cases, central agencies pro-
vide administrative services related to corrections operations.109

• Hospital care. In some countries, a portion of the costs for inmate 
hospital care is funded outside the corrections department.110

• Education and training. Departments other than corrections some-
times pay for some costs of education and training for men and 
women in detention.

• Various treatment options and other programs. While some treat-
ment and corrections program options may be outsourced but still 
part of the agency’s budget, others may be included in health depart-
ment, education department, or municipal agency budgets. Where 
NGOs, charities, or religious organizations provide such services free 
of charge, the study should at least establish a sense of their scope to 
identify their potential resource contribution.

A cautionary note should be sounded regarding the use of per-inmate 
costs, which are among the most widely used measures for analyzing cor-
rections spending and comparing it with that of other countries or juris-
dictions. As already explained, the corrections budget may not include all 
the expenditures related to the services being provided; what budgets 
include varies widely across countries. In some instances, this figure is also 
used as a measure of spending efficiency, but this can be misleading as 
well: low per-inmate costs may be due to factors that have collateral costs 
to society or other jurisdictions. For example, per-inmate cost will likely 
be lower in countries where prisons are overcrowded or where many pris-
oners are low-level offenders who do not require high security or safety 
expenditures. The comparison based on per-inmate costs should therefore 
be avoided, as low per-inmate costs may invite poorer outcomes in terms 
of safety and recidivism.111



448   Securing Development

A useful measure for assessing the financial impact of the increase or 
decrease in the corrections population is the marginal cost of incarceration. 
This indicator distinguishes between fixed costs, which do not change with an 
increase of workload (e.g., facility operations and administration); step fixed 
costs, which remain stable until there is a certain level of change in the work-
load (e.g., security personnel); and variable costs, which directly relate to 
workload (e.g., food and clothing).112 The marginal cost of incarceration will 
therefore depend on the costs affected by a change in the size of the work-
load, and the budget should be readjusted in response to that change.

Understanding Funding Streams
Correctional services may receive funding from different ministries and 
other government agencies. Treatment programs and alternatives are often 
supported by other agencies, even private sources. Especially in developing 
countries, these often attract funding from the international development 
community, an aspect of funding that needs to be considered but is not 
always easy to track.

Outsourcing and Competitive Service Delivery
Increasingly, outsourcing is used to reduce cost in corrections and other 
criminal justice system functions. Starting in countries such as the United 
Kingdom and the United States, the private sector has assumed a greater 
role in the criminal justice system. To date, private security companies 
have provided security services and have constructed and managed pris-
ons in Brazil, Chile, Israel, and South Africa. Treatment services also have 
been provided for years by specialized and experienced private sector pro-
viders. In the United Kingdom, this trend was recently complemented 
with innovative payment-by-results pilots in local criminal justice settings 
(see box 5C.2). Although such mechanisms are still a quite nascent trend 
and much debated, their impact on the performance and finances of the 
system should be reviewed.

Assessing and Understanding Corrections Performance
As mentioned before, the performance of the corrections service is measured 
by institutional effectiveness measures as well as by end-goal criminal justice 
system measures. Indicators that measure performance in corrections are 
listed in table 5C.1.

Box 5C.2 Innovative Funding Approaches in the U.K. Criminal Justice System

Competitive selection for service provision

The U.K. government has come out strongly in favor of competition in policing and criminal justice. 

In response, the new Competition Strategy for Offender Services sets out as a guiding principle that 

“competition will apply to all services not bound to the public sector by statute.” Among others it is 

envisaged that the majority of services currently provided by public Probation Trusts will be opened 

up to competition, including corporate services such as central IT and facilities contracts. The Probation 

(Box continues on next page)
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Box 5C.2 Innovative Funding Approaches in the U.K. Criminal Justice System (continued)

Trusts will retain responsibility for managing higher-risk offenders and will provide advice to court 

and public interest decisions such as initial assessments of risk for all offenders.

The expansion of payment by results

Since 2010, the U.K. government has launched a variety of innovative payment-by-results pilots in 

local criminal justice settings, introducing a strong performance focus into criminal justice for the first 

time. Under these pilots, providers receive a proportion of their contract value if they succeed in reha-

bilitating offenders. There are currently payment-by-results pilots under way across a number of crim-

inal justice areas, including prisons, probation, youth justice, offender welfare, and drug and alcohol 

treatment services.

Source: Haldenby, Majumdar, and Tanner 2012.

Table 5C.1 Indicators to Measure Performance of Corrections

Measurement category Indicators

Rehabilitation • Recidivism rates

• Employment rates of past offenders

• Percentage of offenders who have completed sentence and 
are awaiting release

Security, safety, and order • Number of prison escapes

• Number of violent incidents in the corrections facility

• Number of attacks on corrections staff

• Number of violent deaths per 1,000 inmates

• Number of corrections staff per 100 inmates

Health and welfare • Average waiting time to receive medical treatment

• Number of inmates infected by HIV or tuberculosis during stay 
in corrections

• Number of nonviolent deaths per 1,000 inmates

• Number of average family visits per inmate per month or year

• Percentage of inmates enrolled in training, sport, or other 
activities

• Number of inmates per square meter

Transparency and 
accountability

• Number of published inspection reports by nongovernmental 
organizations or other independent bodies

• Publicly available information on deaths in custody

• Number of complaints received and handled concerning poor 
treatment, corruption, and other problems encountered with 
corrections officials 

Operational effectiveness 
and efficiency

• Percentage of inmates classified according to risk levels 

• Percentage of inmates who could have received an alternative 
to incarceration

• Per-inmate costs (fixed, step fixed, and variable)
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Annex 5D: Other Criminal Justice Institutions and Services 
Assessment

In addition to police and the three core criminal justice system institutions 
already outlined (prosecutor’s office, criminal courts, and corrections), 
various other agencies play a key role in the criminal justice system. Among 
the most important are pretrial services, victim and witness services, public 
defenders and legal aid services, and research and data centers; these are 
briefly described in this annex. Where these entities are located differs 
across countries: they may be part of the core criminal justice system agen-
cies, including the ministry of justice, or they may be separate institutions. 
Collecting detailed data on each of these institutions may be beyond the 
scope of a PER, but some kind of sectorwide review is important in order 
to understand their relationship with the core institutions and the resource 
implications.

Especially in FCS, traditional institutions such as tribal leaders may 
play important roles in the criminal justice system; they need to be taken 
into account because they form part of the context for how the commu-
nity understands and responds to crime. Understanding what role these 
institutions play, what justice sector services they actually provide for 
different parts of the population, and how well they function is important 
for assessing if and how formal institutions should be adjusted and linked. 
It is also important for determining whether to support investment in 
traditional and other informal mechanisms (e.g., community paralegals, 
mediation, and other conflict resolution mechanisms). See annex 5E for 
a  more detailed look at PERs that include traditional institutions and 
approaches to crime.

Pretrial Services

Pretrial detention refers to the period between arrest and sentence of a 
suspected offender. It comprises the time spent in the custody of police 
or other criminal justice system agencies, and the time between the sus-
pect’s remand into custody and the court delivery of a sentence. The 
custody under the police normally takes place in sites of temporary 
detention such as police cells and should not last long. The court may 
decide that the detainee should remain in custody until he or she is 
adjudicated, normally due to the serious nature of the offence, or due 
to the risk of evasion, reoffending, or obstructing the investigation. In 
such cases, the suspect should be transferred from police custody cen-
ters to pretrial (or remand) detention centers.113 The latter are usually 
managed by the corrections service.

International standards require that untried inmates be held separately 
from convicted ones. Those held in pretrial detention are considered inno-
cent (unless they admit guilt) and have to be treated as such. They should 
receive health and other basic services and generally have the right to receive 
food and other items privately, if desired and feasible. In many countries, 
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however, pretrial detention is overly lengthy, and delays in court proceed-
ings sometimes contribute to pretrial detention periods beyond even the 
maximum possible prison term. Overcrowding, generally poor holding 
conditions, and cohabitation with tried offenders can pose significant risks 
to individuals and may entail human rights violations. In some countries, 
the decision on pretrial release mainly depends on whether defendants can 
make bail and not on the risks they may pose,114 a practice that discrimi-
nates against the poor and that may potentially release dangerous individu-
als back into the community. Pretrial detention that provides the required 
conditions and services to suspects presents a significant cost to the state 
and is one area where more efficient processes, policies, and coordination 
along with the creation of effective alternatives would not only improve 
operations and better protect human rights but could also significantly 
reduce costs.

Victim and Witness Services

Victims—and often their families—are directly affected by crime. They suf-
fer physically, emotionally, and economically, and often experience further 
distress and disruption (attending hearings, losing time at work) as they 
contribute to the investigation and court process. Some may even be threat-
ened by the offender and his accomplices or gang. Yet in many countries, 
state institutions do not provide victims with the most basic supports, such 
as protection, assistance with managing the criminal process, reimburse-
ment for expenses, medical and other support, and compensation for the 
damages they have suffered. Witnesses, too, may be in need of certain ser-
vices and supports—for example, protection from gangs or authorities. To 
ensure that victims and witnesses cooperate and remain safe, supporting 
them with necessary services is essential. Such interventions may also be 
needed to prevent social tension in particular communities and prevent fur-
ther crimes, including acts of revenge.

The United Nations has issued guidelines for responding to victims’ 
needs, and an increasing number of countries have introduced legislation 
(victims’ bill of rights, victim protection related to evidentiary requirements, 
procedural law, victim assistance programs and funds, and so forth) to pro-
tect victims’ rights. Some governments have introduced programs—often 
funded from criminal fines—to assist, compensate, and protect victims and 
witnesses.115 Since many offenders tend to have limited resources to pay for 
even partial compensation, the responsibility for addressing the victims’ 
needs falls to the state. Less affluent countries may have fewer options for 
providing such financial compensation, but they can still seek to reduce the 
burden and stress on the victim or witness, to provide at least protection 
and in certain cases anonymity, and to link victims to other needed govern-
ment services. These options cost little, are of great help to the victim or 
witness, and contribute greatly to the criminal process, which is essential to 
achieving conviction. It is in the interest of the state, the victim, and the 
general public to provide at least these conditions.
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Public Defender Offices and Legal Aid Services

Where criminal defendants cannot afford to hire their own private attor-
ney, they may be entitled to have publicly financed counsel. This is a funda-
mental human right, but it is often limited to the most serious cases or to 
those involving a long prison sentence. Few countries have the financial 
resources to offer more. The way such legal aid is provided can vary widely 
among countries. Most often, criminal defense services are provided by 
private attorneys appointed and contracted by the court. This may sound 
like a flexible and cost-effective solution, but depending on defense needs, 
access to qualified attorneys may be limited, and costs can be driven up 
when there is little competition.

In order to control cost while at the same time assuring adequate defense 
services, jurisdictions in some countries have chosen to establish a public 
defenders’ office. Such public defender systems can be in charge of a com-
bination of tasks in addition to providing defense services: (i) implement-
ing and informing government policy, and reporting on service delivery 
to the government; (ii) developing the scope of state-sponsored services; 
(iii) identifying resource needs and allocating funding; (iv) certifying service 
providers; (v) monitoring and evaluating services; and (vi) compiling data 
and conducting research on services.116 Alternatively, the state may simply 
subcontract the provision of services with private lawyers, bar associa-
tions, or other legal aid organizations. Considering the high cost of good 
defense services, most criminal justice systems rely on other nonstate 
options, such as legal aid provided by NGOs, law school legal clinics, or 
lawyers acting pro bono. Ensuring adequate services and equal access to 
defense attorneys is a significant challenge for many countries, and it is 
often only through good relationships, the willingness to cooperate with 
private providers, and a systematic coordination approach that services 
can be provided.

Research and Data Centers

Collecting, analyzing, and disseminating data on crime, offenders, and the 
operation of criminal justice institutions are key to moving from intuition-
based to evidence-based policy making for the entire sector. Various coun-
tries have established agencies dedicated to improving knowledge and 
understanding of crime patterns and justice institutions through quantita-
tive and qualitative analysis. Some of the most prominent ones, such as 
the  National Institute of Justice in the United States, the Research and 
Documentation Center in the Netherlands (WODC), and the Research 
Department of the Home Office in the United Kingdom, are part of the 
executive branch. Some countries, such as Australia, Honduras, Jamaica, 
and South Africa, have created crime observatories that collect and analyze 
crime and offender trends across different locations to inform criminal jus-
tice system strategies and policies. These observatories, which may be pub-
lic bodies, NGOs, or university affiliates, differ significantly in scope, 
responsibility, and experience. The rise of such observatories and similar 
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entities is due to a growing recognition that crime can be effectively coun-
tered only if proper information is available.117 Modern technology, espe-
cially GIS software, greatly aids in this process.

These organizations may include multidisciplinary teams and represent 
a true systemwide approach. Others are supported by academic institutions 
with limited funding or may have limited regional scope. Although funding 
for such data collection may not be seen as a priority in poor countries or 
those that are just emerging from conflict, data are essential to developing 
effective operations, strategies, and policies. Investment in a coordinated 
data collection effort may therefore be a wise and cost-effective choice, 
one that will be especially helpful if it builds upon and feeds into agency 
systems.

Annex 5E: Assessing Criminal Justice Institutions in 
Fragile and Conflict-Affected Situations

The role of justice institutions in supporting development is especially rele-
vant in fragile and conflict-affected situations. The 2011 World Development 
Report showed that injustice (perceived or actual) fuels inequality, 
insecurity, conflict, and violence, and it recommended investment in justice 
institutions as a credible signal of commitment to and stabilizer of reform. 
Effective and legitimate justice institutions underpin transitions from con-
flict and fragility by enhancing citizen security, enabling economic activity 
and access to government services, and helping to resolve grievances and 
conflicts before they escalate toward (further) violence.118

In crisis and immediate postconflict environments, a PER should seek 
information about the crime and violence context, about informal criminal 
justice mechanisms, about the funding needs of a rebuilt justice system, and 
about the role of donors and external assistance.

A PER therefore can be an important component of the evidence base 
needed to achieve consensus about the direction, scope, and priorities of 
justice sector development in a particular country. The PER encourages 
fiscal realism in policies and plans, and supports more effective coordina-
tion among donors and stakeholders. A growing body of PER work in the 
criminal justice sector in FCS points to four considerations that are particu-
larly relevant to these contexts:

First, the PER should be informed by an understanding of the most 
salient criminal justice needs and the institutions (formal and informal) that 
address those needs. In situations where seemingly everything is a priority, 
a problem-driven approach makes it possible to assess the most pressing 
disputes that fuel conflict. Understanding grievances and the parties involved 
is one step toward understanding how such disputes are handled and what 
capacities exist to address these disputes. In such settings, the formal crimi-
nal justice system may be identified with the state and therefore not be seen 
as legitimate in resolving disputes; hence communities may rely on informal 
and traditional institutions.
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Second, the PER should include analysis of the political economy dynam-
ics that shape justice service delivery overall. Justice institutions in any con-
text reflect the balance of power, nature of agreements and settlements, and 
processes of contestation among political actors, but in FCS the dynamics 
that inhibit fair and effective justice services are often closely related to the 
sources of conflict and fragility. Informed by an understanding of broad 
patterns of authority, the PER can shed light on the economic dimensions 
of prevailing political settlements, and point to both obstacles to reform 
and entry points for institutional change.

Third, any review of expenditures in the criminal justice system should 
bear in mind that significant parts of the criminal justice services in FCS are 
often funded through external sources, especially donor aid. Since these 
funding streams are not necessarily included in the regular budget process 
and documentation, tracking them may be difficult. In addition and perhaps 
more important, the heavy involvement of these external actors in financing 
the criminal justice system, particularly at the early stages of transition and 
peace, poses sustainability challenges that the PER could address directly.

Fourth, the PER should be seen as part of the process of policy dialogue 
and change in the context of transitions from fragility and violence. Since 
a common challenge in FCS is the lack of consensus or even knowledge 
regarding the reality of justice service delivery, the local variations of 
conflict sources, and the definition of what constitutes “crime,” the PER 
can play a role in enabling an informed policy dialogue and decision-
making process.

Key Questions for a PER in FCS

A nonexhaustive list of key questions for a PER in FCS is outlined here.

Crime Context
What are the criminal justice needs that are most related to conflict and 
insecurity across the country/region? What are the underlying reasons for 
and main drivers of key conflict and insecurity issues across the country/
region? Which of these needs is being or can realistically be addressed by 
the criminal justice system?

Institutional Arrangements
Which institutions and actors—state and nonstate—currently provide 
criminal justice services? How accessible are these different institutions 
to different potential user groups? How well are they accepted by differ-
ent groups? How does the performance of these institutions reflect the 
political economy dynamics, including prevailing political settlements, 
economic interests, normative commitments, and other factors? How do 
current justice arrangements reflect or fuel fragility and conflict? Are 
there risks that assistance may be exacerbating sources of conflict?

Budget and Financial Flows
What are the current budget sources and expenditure flows, including 
donor funds, on and off budget? What public financial management and 
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accountability systems are in place, and how effectively are these being 
implemented in practice? Is there a discrepancy between what is officially 
in place, how funds are spent, and what is actually working?

Human Resources Capacities and Resource Allocation
What are the current arrangements for hiring, appointing, training, and 
disciplining personnel? How do these arrangements reflect both formal 
and informal rules, networks, and power relations? What are the actual 
current human resource capacities in terms of numbers and knowledge/
skills? How is funding for positions determined? Does the number of 
positions budgeted for match with those actually filled? What are the 
greatest challenges for developing a professional workforce? Do other 
sectors face similar challenges, and are there options for collaboration? 
What support is needed and available for strengthening capacities in the 
informal justice sector?

Overall Analysis
What are the most appropriate mechanisms for addressing priority justice 
needs? What budget is needed to fund such a system, and can the country 
afford this now and in the future? Are there lower cost/more sustainable 
alternatives to comprehensive institutional strengthening? What trade-offs 
are involved?

Practical Challenges for a Criminal Justice System PER in FCS

Criminal justice system PERs are challenging exercises, especially in FCS. 
A careful up-front desk review, along with early policy dialogue with gov-
ernment officials, key stakeholders, and other donors, will be necessary to 
achieve consensus on the PER’s focus. Practical steps toward completion 
include the following:

• Responding to competing motives and interests. The motives for con-
ducting a PER often vary, sometimes reflecting competing priorities of 
domestic and external actors. Donors might look to PERs to inform 
the cost of implementing provisions of a peace agreement, of begin-
ning a donor engagement, or of planning for the transition from a 
peacekeeping force. Recipient governments might want the PER to 
help address a particular justice challenge, to identify innovative 
approaches, or merely to secure donor funds.

• Addressing donor-driven funding and lack of transparency. In FCS, a 
significant proportion of criminal justice system funding often comes 
from external sources, mainly multilateral and bilateral donors who 
may also provide significant human resources to “run” criminal jus-
tice agencies. In addition to creating a sustainability dilemma, this 
funding also poses a practical challenge to the PER team. In order to 
get a full picture of the available resources (and their permanence in 
the medium and long term), the team will need to collect data that 
may not be recorded in the budgets and expenditure information sys-
tems of ministries and institutions.
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• Incorporating nonstate justice mechanisms in analysis of service deliv-
ery and costs. Services delivered by nonstate institutions are an impor-
tant consideration in conflict-affected contexts. Although it may not be 
possible to conduct a fiscal analysis of the full range of state and non-
state mechanisms, understanding their role can clarify how criminal 
justice institutions fit into a broader institutional landscape; in turn, 
this understanding can be the basis for prioritizing investments and 
making choices regarding the potential scope of a formal criminal 
 justice system. Where a range of nonstate institutions deals with alter-
native dispute resolution, restorative justice, family law and land issues, 
reconciliation, and victim support, and meets the demand with 
 reasonable quality, funding to the state institutions can be used to com-
plement this service provision, and not to substitute it. Because of the 
nature of these mechanisms, incorporating them in the analysis poses 
additional data and methodological challenges. The PER team will 
need to understand this issue and address it as early as the design stage.

• Compensating for limited absorptive capacity/policy space for conduct-
ing PERs and acting on recommendations. Shortages in human capac-
ity caused by flight and destruction, combined with a multitude of 
reform priorities and development programs, can complicate PER exer-
cises in FCS. Government counterparts may have limited time or capac-
ity, and may be stretched thin by the numerous priorities competing for 
their attention. Justice reform may not receive sufficient attention from 
policy makers, or there may be active resistance to increasing transpar-
ency. At the same time, a PER can serve to build capacity among donor 
counterparts to collect and analyze data and use it for decision making, 
and can also serve to open the space for policy change. Ensuring that 
the PER can benefit donor counterparts will require deliberate planning 
and thought about how to involve counterparts, how to disseminate 
PER results, and how to apply them so as to inform policy.

• Dealing with data scarcity. Data are particularly difficult to collect in 
these contexts. If data and files were collected in the past, they have 
likely been destroyed, and many of the criminal justice institutions 
lack the most basic information collection systems. For these reasons, 
the team will need to plan ahead and design data collection method-
ologies (needs surveys, institutional mappings, public expenditure 
tracking surveys, ethnographic research, etc.) to produce the neces-
sary information.

• Handling security threats to the team. From a more pragmatic per-
spective, these exercises can be jeopardized by the security conditions 
on the ground. In FCS, unlike other countries, it may be difficult to 
collect needed information from public ministries and agencies in 
the capital city. Data collection may involve fieldwork in areas where 
the security situation is more unstable. The team’s knowledge of the 
region, risks, cultural patterns, and language is especially important 
for conducting criminal justice PERs in FCS.
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