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RESOURCES FOR COST ANALYSIS IN EVALUATION 
 
Terms and Definitionsa 

Term Definition Example outcome 
Cost analysis Measures costs of program 

implementation, but often includes 
monetary outcomes (i.e., benefits) 
resulting from program as well 

• $114 per client per day of 
outpatient services 

• Average of $253 was spent per 
treatment participant 

Cost-benefit 
analysis 

Relationship between value of 
resources used by a program and 
value of resources produced by 
program; value is measured using 
the same units usually monetary, for 
both costs and benefits 

• 2.1 ratio of benefits to costs after 1 
year of program operation 

• Net $126 per client per year 
• 44 minutes saved for every 10 

minutes invested in prevention 

Cost-effectiveness 
analysis 

Relationship between value of 
resource used in program 
implementation and nonmonetary 
outcomes produced by program 

• $51 per opiate-free day 
• $72 per pound lost and kept off for 

6 months or more 

Return on 
investment 

Cost–benefit analysis in which 
programs are viewed as means of 
saving money or generating income 

• $1,111 spent per $15,034 gain in 
lifetime earnings 

Time to return on 
investment 

Typical time elapsed between 
program operation and occurrence 
of program benefits 

• 4.2 years until the $1,557 spent in 
smoking prevention services per 
client pays for itself in reduced 
health care and other costs 

Present value Future costs and benefits, 
depreciated using one of several 
discount rates to reflect delayed 
value 

• $1,000 per year in saved medical 
expenses, over a 10-year period of 
program impact amounts to 
$10,000 before present-valuing 
and $7,722 after present-valuing, 
using a constant discount rate of 
.05 

Sensitivity analysis Examination of effects of varying 
specific assumptions on costs, 
benefits, effectiveness, and 
comparisons of these 

• Present value of $1,000 per year in 
saved expenses over 10 years of 
program exceeded program costs 
only at discount rates of .05 and 
lower 

Comparison Contrast of two or more programs’ 
costs, benefits, effectiveness, cost–
benefit ratios, net benefit, cost–
effectiveness ratios, return on 
investment, or time to return on 
investment 

• ‘‘Statistically significantly greater 
net benefit for clients receiving 
substance abuse treatment…” 
(when cost and benefit data are 
collected for individual clients) 

aTable adapted from Yates, 2009  
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