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Cost to achieve an outcome



Cost to replicate an impact



What resources were utilized 
to produce an impact?



What is the total cost of the program?  
What is the average cost per student?



Questions
❖ Which preschool model best prepares children for kindergarten for 

the cost?

❖ What is the cost of Supplemental Reading Program?

❖ Should we invest in High School Dropout Prevention Program?

❖ Which program is most efficient at increasing postsecondary 
enrollment?

❖ What portion of the cost of College Counseling Intervention is 
borne by the students? 

❖ What resources are needed to replicate Early Intervention in Math?



Questions
❖ Which preschool model best prepares children for kindergarten for the 

cost? CEA

❖ What is the cost of Supplemental Reading Program? CA

❖ Should we invest in High School Dropout Prevention Program? BCA

❖ Which program is most efficient at increasing postsecondary 
enrollment? CEA

❖ What portion of the cost of College Counseling Intervention is borne by 
the students? CA

❖ What resources are needed to replicate Early Intervention in Math?  CA



Methods of Economic Evaluation

1. Costs Analysis (CA): a basic description of how much 
resource is needed for a program

2. Cost-Effectiveness Analysis (CEA): the link between 
resources needed for programs and their outcomes

3. Cost-Benefit Analysis (BCA): test whether economic 
returns justify the cost



Cost Analysis
❖ Enumerate all resources to implement a policy

❖ Incremental costs over “next best alternative” or “business-as-usual”

❖ This is an actual research project using ‘ingredients’ method:

❖ Sampling

❖ Quantities of ingredients

❖ Prices of ingredients

❖ Testing for difference in costs

❖ Total Cost and Average Cost per participant



Cost-Effectiveness Analysis

❖ Compares policy alternatives, based on ratio of their 
costs to a quantifiable (but not monetized) effectiveness 
measure

❖ Alternatives must be similar in scale & target group

❖ Outcomes compared must be equivalent

❖ CE ratio = $Cost/Unit of Effectiveness

❖ Lowest CE ratio is most cost-effective



Benefit-Cost Analysis

❖ Compare policy alternatives, based on ratio of their 
costs to quantifiable and monetized effectiveness 
measures

❖ Monetized effectiveness measures are “benefits” (e.g. 
earnings gains, lower special education spending)

❖ BC ratio = $Benefits/Cost or B−C = Benefit-Costs

❖ Worth it if BC ratio > 1 or B−C > 0



Budgets ≠ Cost 
❖ Budgets or data on expenditures is informative but does not capture 

total cost (volunteers, staff time, space, computers)

❖ No single agency incurs all costs

❖ Agencies do not neatly separate out costs per intervention or quantity 
from price - false sense of precision because not audited budgets and 
funds are fungible 

❖ In kind contributions or purchases in other years

❖ If a resource has value or an alternative use, the opportunity cost 
should be considered because those resources may be important for 
replication 

❖ Budgets do not adjust for local prices



Cost Analysis ≠ Proposal Budget
❖ A cost analysis is a systematic investigation and analysis 

of the ingredients utilized in implementing the 
intervention

❖ The budget for the proposal or the amount needed to 
purchase the intervention listed in the proposal is not 
the cost analysis



Burdens are not Costs 
❖ “Cost of School Failure”

❖ “Cost of Juvenile Delinquency”

❖ “Cost of Smoking”

❖ These are burdens from not having an effective policy

❖ Better to think of these as the flip side of the benefits of 
the policy



Standards of Economic Evaluation
❖ For Costs:

❖ Opportunity Cost

❖ Transparency 

❖ Consistency 



The Ingredients Method



Overview of Ingredients Method
❖ Identify and describe ingredients 

❖ Match ingredients to standardized prices

❖ Calculate costs 

❖ Pair costs with effects or benefits



Identifying Ingredients
❖ Theory of Change

❖ Logic Model

❖ Program documentation

❖ Prior evaluations or implementation studies

❖ Observation
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Categories of Ingredients
❖ Personnel

❖ Facilities

❖ Materials & Equipment

❖ Other



Describing Ingredients
❖ Quantity 

❖ Descriptive data are often needed, especially on 
expensive or important ingredients, to understand 
qualities and use of ingredient

❖ to match ingredients to prices

❖ for replication

❖ for sensitivity testing
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Ingredients

❖ Identify list by category

❖ Determine information needed for each and set out 
questions to address each piece of information

❖ Method of data collection

❖ Data entry and storage

❖ Necessary coding or quantification



1. Measure costs of treatment 
and control during program 
implementation following 
the ingredients method.
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2. Carefully consider any 
induced services that 
mediate the outcome.



 Baron R. & Kenny D.A. (1986). The moderator-mediator variable distinction in social psychological research: conceptual, strategic, and statistical considerations. Journal of Personality and Social Psychology, 51(6), 
1173–1182. 



3. Be transparent in 
pricing and analyses.



Thank you!


