Comparison of Approaches to Measuring Cost Impact: Cost Benefit, Cost-Effectiveness, and CostUtility Analyses
Cost-benefit, cost-effectiveness, and cost-utility analyses are part of a group of methods that measure
the efficiency of interventions and achieving desired outcomes. These types analyses can help
organizations analyze the value of an intervention or program relative to its cost. While many talk about
achieving ‘cost savings’, this is something of a misnomer since true cost savings are extremely difficult to
document. These methods demonstrate whether the impact achieved is worth the costs/investment,
build awareness of the value of a program, and inform decision-making about continued funding and
sustainability.

Cost-Benefit Analysis
(CBA)1

What it does:

How it is
measured and
calculated:

1

Determines which of
alternative interventions
with either the same or
different objectives
produces the greatest
benefit

Costs and benefits are all
monetized (i.e.
expressed as a dollar
value)
• Net benefit:
Measured in
monetized units at
total benefits minus
total cost;
• Cost/benefit ratio
(program cost as a
ratio of the benefit)
• Benefit to cost ratio
(for every dollar
spent on the
program the dollar
amount of benefit)

Cost-Effectiveness Analysis
(CEA)2
Determines which of
alternative interventions
produces:
• most of the desired
outcome for level of
expenditure, or;
• costs the least given
the level of outcome

Cost-Utility Analysis (CUA)3

Costs are measured in
monetary units
Effectiveness is measured in
non-monetary units and may
include final or intermediate
outcomes
Compute a cost effectiveness
ratio: monetary units (cost) per
unit of desired outcome

Costs are measured in monetary
units
Utility is non-monetary and
typically reported in
• Years of life
• Quality-adjusted life
years (QALYs)
• Disability-adjusted life
years (DALYs)
• Health utility index

Bang for the buck analysis:
“This intervention costs $$$ for
each ED visit averted.”

Compares cost-effectiveness
across different types of
interventions with different
outcomes by comparing
usefulness (utility) in a common
metric
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Cost-Benefit Analysis
(CBA)1

Cost-Effectiveness Analysis
(CEA)2
• Shows the programmatic
results by their impact on
clients/ patients served
• Makes results comparable
to other interventions with
same outcome
• More appropriate for social
and health programs where
benefits cannot be easily
monetized

Cost-Utility Analysis (CUA)3

Strengths

• Units are easily
understandable by
staff, board members,
and funders
• Only measurement
that shows whether
the monetary benefits
of an intervention
exceed its cost

Challenges

• Assumes all benefits
can be monetized
• Can be costly and
complex to undertake

May exclude other potential
benefits or outcomes of a
program

• Very complicated to measure
• Requires judgements about
what level of QALY gains are
worthwhile

Example

World Health
Organization analysis of
the cost of improving
care for depression and
anxiety in 36 countries
the total cost of
improving care
estimated as $147 billion
while benefits were
estimated at about $500
billion, making up to a
5.7 benefit-to-cost ratio4

A multisite managed care
health plan in Wisconsin sought
to improve breast and cervical
cancer screening for low
income women by sending a
reminder letter signed by their
primary care physician and
follow up by a RN to assess
barriers. Study found that
women receiving the
intervention were 4 times as
likely to be screened with a
cost effectiveness ratio of
$28.93 per screening test

Researchers studied the impacts
of the Texercise Select program,
which is a community-based
program to improve healthy
living among older adults. The
study showed that Texercise
cost $1374-$1452 per QALY
gained, well under the threshold
of $50,000 per QALY5

• Makes it easy to compare
two interventions or
programs
• Shows the specific cost per
QALY, which makes these
unit costs comparable across
programs and interventions
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