


Downloadable Files

evidence.alabama.gov/2025NLPES

1. Cost-Effectiveness_Template (Blank Template for Future Use)

2. Cost-Effectiveness_CS1 (For follow along with presentation on 

Case Study 1)

3. Cost-Effectiveness_CS1 Control (Control template for Case 

Study 1)

4. Cost-Effectiveness_CS2 (Pre-filled template for Case Study 2)

5. Copy of Slides

6. Copy of Case Study Handouts
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Learning Objectives

1. Differentiate cost-effectiveness analysis (CEA) from cost-

benefit analysis (CBA). 

2. Apply a structured template to organize program costs and 

calculate cost per unit of outcome.

3. Recognize and document boundary decisions in CEA.

4. Navigate incomplete or imperfect data when conducting CEA 

in practice.
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Cost-Effectiveness Analysis

• Outputs: Cost per unit of outcome (e.g., 
cost per participant employed, cost per 
rearrest averted).

• Outcomes measured in natural units, not 
dollars.

• Useful when benefits are important but 
hard to monetize.

• Answers: “What is the cost to achieve one 
more unit of this outcome?”

Cost-Benefit Analysis

• Outputs: Net benefit or benefit-cost ratio.

• Both costs and outcomes are expressed in 
dollar terms.

• Requires assigning monetary values to 
outcomes (e.g., $ value of reduced 
recidivism, increased earnings).

• Answers: “Do the benefits outweigh the 
costs in dollar terms?”

Differentiate cost-effectiveness analysis (CEA) from cost-benefit analysis (CBA). 
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Cost-Accounting Template

Three Information tabs:

• Start Here = Instructions

• Program Description

• Preliminary Questions

Five Costing Tabs:

• Implementation

• Indirect

• Direct

• Averted

• Opportunity

One Summary Tab

Apply a structured template to organize program costs and calculate cost per unit of outcome.
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Program Description

Apply a structured template to organize program costs and calculate cost per unit of outcome.
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Preliminary Questions

Apply a structured template to organize program costs and calculate cost per unit of outcome.
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Implementation Costs

Apply a structured template to organize program costs and calculate cost per unit of outcome.
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Indirect Costs

When categorizing 
costs, ask… 

"If I were starting this 
program in a new 
location, would this be 
a separate line item in 
my program budget 
(direct) or would it 
come from general 
organizational 
overhead (indirect)?"

Apply a structured template to organize program costs and calculate cost per unit of outcome.
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Direct Costs

• Direct ≠ Variable

• Follow the 
participant to find 
the dollars

• Transparency 
matters more than 
perfection

Apply a structured template to organize program costs and calculate cost per unit of outcome.



Averted Costs

• Averted ≠ Benefit

• Use marginal costs, 
not averages

Apply a structured template to organize program costs and calculate cost per unit of outcome.



Opportunity Costs

• Opportunity cost is 
real, even if not on 
the books

• Estimate with simple 
proxies

• Perspective Matters

Apply a structured template to organize program costs and calculate cost per unit of outcome.
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Summary Costs

Apply a structured template to organize program costs and calculate cost per unit of outcome.



Boundary Decisions

• Time Horizon

• Perspective

• Relevant Cost and Outcomes

• Control group

Recognize and document boundary decisions in CEA. 14



Relevant Cost and Outcomes

1. What’s in the numerator?

 Agency Perspective vs. Participant Perspective vs. Societal Perspective

2. Who’s in the denominator?

 All enrolled vs. completers vs. “active participants”

3. Do we cost the counterfactual?

 Status quo parole supervision vs. Day-reporting

4. How do treat in-kind contributions?

 This can get trickier than it first looks.

5. What counts as a cost offset? (Averted Costs)

 Fewer jail bed days… averted or not

Recognize and document boundary decisions in CEA. 15



Case Study #1 | Within-Arm

Cost to Produce Analysis (Total Actual Operational Costs)

• Cost per completion

$383,447 ÷ 102 = $3,759 per completer

• Cost per CNC certification

$383,447 ÷ 97 = $3,953.07 per certification

• Cost per employed in manufacturing (12-month follow-up)

$383,447 ÷ 80 = $4,793 per participant employed in field

• Cost per $1/hour wage increase per participant

$383,447 ÷ ($10.50 × 102) =  $358.03 per $1/hour increase
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This is a treatment-on-treated calculation.

Apply a structured template to organize program costs and calculate cost per unit of outcome.



Case Study #1 | Attributable Effect

Cost to produce “Net Effect” (treatment gain vs. control)

• Cost per completion – Not Applicable (No control outcomes)

• Cost per CNC certification – Not Applicable (No control outcomes)

• Cost per employed (12-month follow-up)

$383,447 ÷ (120 × .33) = $9,586 per participant employed in field

• Cost per $1/hour wage increase per participant

$383,447 ÷ (($10.50 - $2.25) × (102 ÷ 120)) =  $456 per $1/hour increase
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Percentage point increase in employment rate

This is an intent-to-treat calculation. (102/120)

Apply a structured template to organize program costs and calculate cost per unit of outcome.



Case Study #1 | Incremental Cost-Effectiveness Ratio

Net cost per net gain

• Cost per completion – Not Applicable (No control outcomes)

• Cost per CNC certification – Not Applicable (No control outcomes)

• Cost per employed in manufacturing (12-month follow-up)

$383,447 - $47,490 ÷ (120 × .33) = $8,484 per participant employed in field

• Cost per $1/hour wage increase per participant

$335,957 ÷ ($8.25 × .85) =  $399 per $1/hour increase

18

Calculated in separate template

Apply a structured template to organize program costs and calculate cost per unit of outcome.



Takeaways

1. Efficiency ≠ Effectiveness

• Cost per completer or cost per output tells us about efficiency.

• Only CEA — with a counterfactual — tells us about effectiveness.

2. Boundary Decisions Define the Box

• Time frame, perspective, and denominator rules shape what your analysis can and cannot say.

• Transparency is more important than perfection.

3. Transparency Builds Credibility

• Allocations are assumptions — just document them.

• Clear rules > precise guesses.

4. Practical Tools Beat Perfect Theory

• The template is a scaffold: adapt it, simplify it, make it fit your program context.

• The goal is usable analysis, not flawless models.

19Apply a structured template to organize program costs and calculate cost per unit of outcome.
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Case Study #1 | CEA vs. CBA 

Cost-Effectiveness Analysis (ICER)
w/ opportunity and averted costs

• Cost per additional participant employed

($653,197 - $47,490) ÷ 39.6 = $15,296 per 
participant employed in field

• Cost per $1/hour wage increase per 
participant

$605,707 ÷ $7.01 = $720 per $1/hr increase

Cost-Benefit Analysis

• Annual earnings impact: 

$7.01/hr × 1,860 hrs ≈ $13,039 per participant

$13,039 × 120 = $1.56M total benefit/year

• Program cost: $605,707

• Net benefit (1 year): 

$1.56M – $0.605M ≈ +$911,000

• Benefit-Cost Ratio (1 year): 

$1.56M ÷ $0.605M ≈ $2.8 for every $1 of cost

Differentiate cost-effectiveness analysis (CEA) from cost-benefit analysis (CBA). 
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Case Study #2 | TERC

Navigate incomplete or imperfect data when conducting CEA in practice.



pdean@aces.alabama.gov

Patrick W. Dean

pdean@aces.alabama.gov

334.679.1692

mailto:pdean@aces.alabama.gov
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