




































































































































































evaluation framework 

• 
The challenge of demonstrating value for money is to find comparable services. 

Where would a woman go for the sort of service we provide if we weren't 
here and what would it cost, and what would the service consist of? 
Comparing the cost of this service might in itself show yours to be value for 
money, but even if it doesn't you will be better placed to argue for the value 
of the additional benefits your service provides, that is, putting the cost 
difference into some perspective. 

Actually proving that there are additional benefits of your service, however, 
requires at least process and/or impact evaluation, linked to more 
sophisticated tools of economic evaluation. Benefits of these services may only 
be apparent when all the benefits of the services are counted. These benefits 
could be: 
,;( adult survivors no longer requiring support from a range of health services 

to deal with unresolved anger and grief; 
):, non-English speaking women accessing mainstream services at an earlier 

point, thus avoiding unnecessary illness and cost; 
):, the increased effectiveness of mainstream health workers provided with 

inservice training in dealing with women's issues. 
Evidence of the impact of your programs or services is the starting point and 

fundamental information required for an economic evaluation. 
Doing this sort of sophisticated research is, of course, expensive and time-

consuming. You will probably need outside help or advice. For this reason, 
you would not do this level of evaluation on every exploratory project. It may 
be strategic, however, to do cost-effectiveness or cost-benefit analysis of 
ongoing services, or important programs which are run regularly and for 
which you have already evaluated the processes and impact. 

COST-EFFECTIVENESS AND COST-BENEFIT ANALYSIS 

It is highly unlikely that you will conduct cost-effectiveness and cost-benefit analysis 
without employing a consultant. However it is useful to have a basic 
knowledge of these aspects of economic evaluation should you decide to do 
so. 

What follows is an excerpt from a working paper entitled An Approach to Economic 
Evaluation of  Community Health Centres 1992 (pp13-30) produced by L. Segal 
and T. Jackson of the National Centre for Health Program Evaluation for the 
Northcote Community Health Centre. Although this paper was developed for 
Community Health Centres, the sections quoted below describe cost-
effectiveness and cost-benefit analysis in general terms. The strengths and 
orientation of these approaches are highlighted. 

 I 
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COST-EFFECTIVENESS ANALYSIS 

Cost-effectiveness analysis is a commonly used approach to 
economic evaluation which is particularly applicable to the 
review o f  government-sector programs and policy. The essential 
feature o f  cost-effectiveness analysis is that outputs are 
described in natural units and no attempt zs made to place a 
dollar value on outcome. The performance description becomes 
one o f  comparing the cost o f  achieving the assessed outcome. 

For this approach to have policy relevance some comparison needs 
to be made with other similar services or other services designed 
to achieve the same outcomes. This is necessary to establish 
whether the assessed performance, in terms of  cost-
effectiveness, is good or poor. Relevant comparisons are not 
always easy to undertake. f'or this reason, cost-effectiveness 
analysis 1-nay involve substantial data-collection and analysis in 
order that robust conclusions can be developed about program 
performance. 

Cost-effectiveness analysis can be used as an internal evaluation tool 
to address the efficiency question o f  whether the outcome o f  the 
program is being achieved in the most cost-effective fashion. 
Depending on how outcomes are defined and opportunities for 
comparisons, cost-effectiveness analysis can also be used for 
broader performance assessment and in the allocation o f  
resources between program areas. 

Cost-effectiveness analysis involves the fol/oi,uing set o f  activities: 

1. Describe program under review
A full description o f  the program is required covering program history, 

objectives, implementation arrangement, target group etc. 

2. Describe and measure output
The description and measurement of  output is a crucial part of  cost-

effectiveness analysis. This description can at its simplest level 
be expressed in the units o f  service delivery, such as patient 
throughput (with/without adjustment for quality o f  service); or 
in other intermediate outcome measures such as number 
achieving a resolution to the presenting problem; or in ultimate 
outcome measures, such as assessed effect on quality o f  life, 
morbidity or mortality. Output should include both intended 
and unintended consequences, which may need to be specified 
in probabilistic terms. 
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I I  

The appropriate outcome unit will depend on the purpose o f  the 
evaluation, nature o f  the program, and possible comparisons. 
Where accepted approaches to measurement of  output have 
been developed for a particular type o f  service, these can form 
the basis for effectiveness measurement. 

3. Estimate cost o f  service delivery
The cost o f  service delivery should reflect only those resources allocated to 

achievement of the program under review as identified in task one. 
This will often require the attribution of  staff time between several 
activities, to ascertain that which is attributable to the program under 
review. It will also require decisions about the attribution o f  
overheads. It is particularly important that where cost-effectiveness 
calculations for different programs are to be compared, that the costs 
as well as outputs be defined in a consistent fashion. 

It is possible for costs to be shifted between different groups in the 
community, for instance between, clients, the Community 
Health Centre, local Government, the state, or the 
Commonwealth, other service providers. It is necessary to 
ensure costs are adequately specified, so that i f  cost differences 
reflect differences in funding arrangements, this is recognised. 

4. Prepare cost-effectiveness estimate
The third task is to relate costs (from task 3) to output (from task 2) to 

calculate a cost per unit o f  output. This may for instance be in the 
form of  $ X  per client seen by the particular service, or dollars 
may be related to an alternative measure o f  health outcome 
which is believed to more closely relate to community benefit. 

5. Consider performance implied by cost-effectiveness estimate 
There are a number o f  possible approaches to assessing performance. 

This can proceed either via a comparison with accepted 
standards o f  performance. There may be accepted or at least 
common measures o f  efficiency, in terms o f  costs per unit o f  
output (such as is provided by schedule fees or published 
professional charges) which could be used. Alternatively, or in 
addition, it will be necessary to make direct comparisons with 
cost-effectiveness estimates for other similar programs, or with 
quite different programs which are directed at the same ultimate 
health outcome. Assessment of  performance thus requires some 
information on suitable comparison programs to be found. I f  
such information is not readily available it must be generated. 
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Develop recommendations about on-going program 

on the result of  the per( ormance assessment, it should be 
to draw conclusions about whether the program 

ro1--.roco1'1-;-<:: an efficient way o f  delivery the particular outcome, 
is a basic requirement for justifying ongoing funding. 

11,,,07,.,,,,  assessment can be used for internal management 
Knowledge about the efficiency o f  service delivery, 

can assist assessment o f  whether a service could potentially be 
re-organised to increase output at the same cost, or deliver the 
same output at lower cost. Alternative resourcing arrangements 

as a consequence, be suggested to increase productivity. 

delivery o f  services by the government sector, definition o f  
is rarely simple. Even with direct delivery o f  patient 

seruices, there can be issues related to quality o f  care, patient 
and scope o f  service. Definition o f  the ultimate 

delivered by patient services is rarely attempted. The 
suitable comparator data can also present problems, 

equivalent services are not provided elsewhere. 
not suggest that cost-effectiveness analysis should not be 

but that some pragmatism in its application is 
Fur instance, i f  output is to be described in simple 

terms, then issues o f  quality will need to be 
incorporated into the analysis, even though this may 

possible in descriptive terms. 

ANALYSIS 

analysis is at a conceptual level quite simple. It involves, 
program under review, comparison between program 
and costs, in order to establish whether costs exceed 
or vice-versa. 

m isolation or commonly as part o f  a review o f  a set o f  
options, cost-benefit analysis is used to establish which 
represent an appropriate use of  the community's 

they contribute to welfare maximisation). 
analysis involves, as far as possible, the process o f  

costs and benefits into a common unit o f  
rneasurement o f  dollars. 



evaluation framework 

I I  

Tt is the form o f  economic evaluation most commonly used in the 
evaluation o f  major infrastructure projects in the public and 
private sector, to decide whether projects should be funded. 

Many administrators and service deliverers within the public sector 
are wary o f  cost-benefit analysis and doubt its capacity to 
validly assess costs and benefits o f  public sector programs 
where outputs are often said to be non-quantifiable. However it 
is important to recognise that every time resources are allocated 
to a particular program, the implication is that benefits are 
greater than costs otherwise the resource allocation decision is 
irrational. Thus every day administrators and others make 
decisions which imply a cost-benefit assessment. 

This is not to deny that in practice political imperatives may have a 
substantial influence on decisions, but that it is still expected 
that administrators seek to allocate resources so as to maximise 
benefits to the community. The political process is one way o f  
obtaining feedback on costs and benefits. A rigorous cost-
benefit analysis is another way, which should enable a more 
comprehensive assessment o f  impact. O f  course a cost-benefit 
analysis can and generally should be sensitive to the policy 
context and the role of  pressure groups. 

The role o f  formal cost-benefit analysis when applied to public sector 
programs is to inject some rigour into the decision making 
process, to assist policy-makers with the ongoing task o f  
allocating resources, o f  choosing between programs. The 
process o f  conducting a cost benefit analysis invariably provides 
additional insights into program benefits and program costs 
even if, ultimately, it proves not to be possible to develop 
precise estimates o f  benefit. 

Perhaps when describing cost-benefit analysis o f  public sector 
programs, where outcomes do not lend themselves to 
quantification and where the analysis will incorporate many 
uncertainties and judgements, it is advisable to use a different 
term. We therefore refer to cost-benefit analysis o f  this type o f  
public sector program (where outcomes are difficult to 
quantify), as "pragmatic" cost- benefit analysis, emphasising 
the more creative nature o f  this type o f  evaluation. 

A pragmatic cost-benefit analysis involves the following steps: 

1. Describe the program under review
A full description o f  the program is required for any economic 

evaluation activity. It is not possible to evaluate a program 
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which is not understood by the analyst. Program description 
may need to include program history, stated objectives, means 
o f  implementation, target group, etc.

2. Describe all program impacts
All program impacts, not just financial flows or impact readily 

translatable into dollars, need to be described. This description 
should cover all resources allocated to the program and key 
outcomes. There may be both immediate and longer term 
impact, projected and actual, which need to be described. 
T t may also be useful to distinguish impact by community group 
on which they impinge, which should include any negative or 
unintended consequences. Description o f  program impact is an 
important exercise in itself and can provide decision 1nakers 
with useful information. 

3. Measure costs and program outcomes
All resources allocated to the program need to be measured, initially 

in the basic units o f  input (eg person hours/equivalent fulltime 
positions, materials and other inputs at cost). Discussion o f  
appropriate treatment o f  administrative and other overheads 
costs will be necessary. 

Program outcomes need also to be measured in basic units such as 
patient throughput, health outcome (if it can be established), 
number o f  participants, other. 

4. Value costs and program outcomes where possible in dollars
Generally it will be a relatively simple matter to value costs (resource 

inputs) in dollars. In relation to program outcomes this is far 
more o f  a challenge. The types of  approaches that can be used 
include survey o f  participants regarding willingness to pay for 
the service, or compensation needed to be persuaded to do 
without. Where a similar service is provided by the private 
sector, willingness to pay as demonstrated by fees, can be used 
as an estimate o f  value. This can, at the least, be used as a 
preliminary estimate of  value, which may be modified to take 
account o f  quality issues or client profile or other pertinent 
matters. 

l t  is almost inevitable that some outcome measures be left in their 
original units and not be translated into dollars. Outcomes then 
appear as a hybrid o f  dollar valuations and descriptive 
measures. 
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5. Compare costs and benefits to establish performance
The final and most important task in cost-benefit analysis of  public 

program is the comparison between benefits and costs to draw 
conclusions about program performance. As there will rarely be 
certainty in the estimated benefits o f  health programs or even o f  
costs, creative approaches need to be applied to draw powerful 
conclusions from the analysis. 
where it is not possible to track through all potential benefits 

or place a dollar value on them, it still is often possible, with the 
available information, to draw conclusions concerning the 
likelihood that benefits will exceed costs. Invariably sufficient 
information can be gained to determine whether or not the 
program does, or does not represent an appropriate allocation 
o f  the community's resources, evaluated as a single program or 
in comparison with other programs.

useful approach is to specify those assumptions or judgements that 
will support a favourable program performance and that set of  
assumptions that will not, and consider the plausibility o f  the 
alternative sets o f  assumptions. 

Creativity in the process o f  comparison between costs and benefits is 
perhaps the key distinguishing feature between what we are 
calling a pragmatic cost-benefit analysis and traditional cost-
benefit analysis. In traditional cost-benefit analysis costs and 
benefits are expected to be able to be specified with more 
certainty and performance will often be a simple benefit-cost 
ratio (or internal rate of  return estimate). 

It is this ability to draw conclusions about program performance 
even where costs and benefits cannot be precisely specified, that 
makes cost-benefit analysis a more useful tool for health 
program evaluation than is generally recognised. For instance, if 
only a part o f  progrmn outcomes can be valued, but these alone 
are found to exceed the value o f  costs, powerful conclusions can 
be drawn about program performance even with an incomplete 
data set. Sometimes benefits cannot be valued but just by 
describing them in an appropriate form, and comparing them 
with costs it is possible to draw conclusions, for instance, that 
most reasonable people would agree that benefits can be 
expected to exceed costs or vice-versa. 

A major advantage o f  pragmatic cost-benefit analysis over cost-
effectivenss analysis is that no comparator is needed to draw 
conclusions about program performance. Pragmatic cost-benefit 
analysis is a self contained economic evaluation approach which . 

t 

. 
t 
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can potentially provide clear signals to policy makers, without 
having to be part o f  a more comprehensive study designed to 
rank all or some health programs. 

The use o f  cost-benefit analysis is most appropriate fur an individual 
project, or a program consisting o f  a group o f  projects which 
can be precisely defined and where actual or potential impact 
can be identified. Impact may be both short term and longer 
term, direct and indirect and as discussed may be subject to 
some uncertainty, which may be treated in a probabilistic 
fashion. The more complex the program and the more difficult 
it is to describe expected program outcomes, the more difficult 
it becomes to undertake a pragmatic cost-benefit analysis. 
Jackson, T. and Segal, L. (1992) An Approach to Economic Evaluation of  Community 
Health Centres, National Centre for Health Program Evaluation, Victoria. 

WAYS OF USING THIS INFORMATION 

The above information could assist you to: 
�� identify the unit cost of your program project or service; 
:::, prepare the information necessary for a cost-effectiveness and/or cost-

benefit analysis evaluation; 
:::c employ a consultant to conduct cost-effectiveness and/or cost-benefit 

analysis evaluation. 

Given the complexity and number of issues involved in economic evaluation we 
recommend that you don't attempt one yourselves, but rather employ a 
consultant. If you decide to either prepare for or undertake an economic 
evaluation you could be assisted by: 
:::c students conducting research assignments; 
�:c special project funding; 
)� a number of services supporting one economic evaluation; 
,:c the field as a whole funding one economic evaluation a year. 

Finally, there is not much published work on small scale economic evaluations of 
services and interventions, and the methods to measure their effectiveness are 
limited. Any work you undertake will add to this important body of 
knowledge and help other smaller services develop their approaches. 
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LOS SARY 
Additional key words are on p 

underpin the selection of method. 
Objective: An objective states the specific, desirable, observable or measurable 

impact of certain activities. 
data: Descriptive information including observations, interpretations, 

values, beliefs and ideas. Measurement of such data cannot be standardised 
but the way you collect and analyse qualitative data should be systematic. 

Quantitative data: Measures or statistical information which have been collected 
through standardised procedures and which allow for simple counting and 
comparisons as well as for more complex calculations to be made. 

This refers to the consistency or dependability of your findings. This is 
not to say that there should be consistency across all findings but that each 
measure or interpretation, if it were repeated, should consistently produce 
the same result (unless there had been any change in between). 

Representative: Before any generalisations can be made from your findings it is 
necessary to know to what extent your sample is representative of (or 
approximately similar to) a larger population either in the service as a whole, 
or in relation to the wider world. 

nninn,3ruc· The people who respond to your survey or questionnaires. 
A selected group of individuals or elements of a population that you 

choose to study when it is not possible to study the whole population. The 
most important aspect of a sample is not how many are in the sample but 
how it is selected; that is, how representative the sample is. 

Statistics: Numerical information that has been systematically collected. 
-.Tr,::i-r,:,,nv· A strategy is a series or group of activities or processes that are carried out 

to achieve the objectives. 

Thanks to F., P. and Hamilton, M. (1991) Evaluate Yourself,
ign Against Drug Abuse Victoria. 
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PRO FORMA 1 

CALENDAR OF EVALUATION 

JAN -
FEB -

MAR ---
APR -

MAY 

...... 
JUNE 

JULY -
AUG -
SEPT 

OCT -
NOV 

DEC 

YR 1 -
YR 2   

i 
YR3 l
YR 4 

YR 5 



PRO FORMA 2 

WHY 
Purposes 

WHEN 
Calendar 

WHAT 
Focus and Context 

SERVICE PRINCIPLES 

THE EVALUATION 
QUESTIONS 

WHICH 
Criteria 
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WHO 
Stakeholders 

HOW 
Requirements 
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PRO FORMA 3 

PRINCIPLE OBJECTIVE INDICATOR GRID 

OBJECTIVES 

INDICATORS 

. •

II 

Ill 

• 
I 

' I  

• 
I 

J I  

t,. 

,11 

. ,  
II 
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>II 

\o 

ll 




