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Opening Remarks




What and why cost-etfectiveness?

X

Program’s

Cost-effectiveness

Why cost-effectiveness?

e Shrinking aid budgets (e.g. USAID $34B FY ‘25) means we need to think carefully about how
to allocate scarce resources

e Donors and implementers increasingly using cost-effectiveness to guide decisions. That in
turn impacts implementer budgets and operational decisions



Why cost-effectiveness?

X
Program’s

As a sector, we are not all clear on the terminology we use for different types of analysis

Cost-effectiveness

e For example, sometimes organizations talk Cost Effectiveness Analysis (CEA) vs Social Return

On Investment (SROI).
e Often related, but there is no consistency so organizations can talk past each other

e Also, it is sometimes not clear why we are making specific modelling choices and how confident
we are about the choices we make for these models
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Why cost-effectiveness?

Program’s
Cost-effectiveness

We aim to foster transparency in how the sector makes decisions about what is included in
these calculations. We also aim to equip program staff and funders to understand tradeoffs
and make informed choices

e Aiming to have a common language
e Be clear about what we know and what we don’t know when we make analytical choices that
influence implementer resource allocation and funder investments



The Cost-effectiveness

Decision Framework



Why develop a cost-effectiveness

decision framework?

Have a clear and
standardized rationale for their
CEA assumptions that could be
consistently applied and easily

presented to funders

outlining key parameters to
consider when designing a
CEA

Benchmarked CEA
approaches used by
comparable livelihoods
programs or funders

Provided recommendations to
VE, with clear methodological
rationale

e Developed a framework e VE is producing guidelines

documenting their CEA's
assumptions and rationale,
enabling greater transparency
and facilitating dissemination
with funders & peer
organizations

Laid the analytical foundation
for a strategic initiative to
iterate and adapt the
graduation model to double its
cost-effectiveness



Our goal was to unpack what went into this equation

.
Program’s
:




IPA developed a framework to clarify

decisions about cost-effectiveness analysis
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Dimension
(costor
effectivenes
s) Parameter
Infiation adjustment:
the process of
converting all costs
(and, when relevant,
benefits) to a common
price year so they are
comparable over time.

Guiding Question Decision Options
How do we agjust costs  Use average GUF deflators
and monetary benefits
for comparability across Use the Consumer Price Index (CP!), which is
time? calculated by looking at how the prices of goods
purchased by a typical consumer in the US
change overtime

Costs Discount rate for At what rate should we  Use the social opportunity cost of capital (SOC)
costs: represents the  discount future costs to - discount rate of developing countries (8-15%)
choice a funder faces  reflect the funder's - discount rate of developed countries (3-7%)
between incurring costs preference for spending
this year, or deferring  now versus later?
expenditures to invest
for a year and then
incurring costs the next
year.

Effectiveness  Outcome selection Which outcomes from  Use a single, policy-relevant outcome (choice

the intervention should
we include in our

depends on sector)

Introduction ~  Framework ~

Type of

Analysis
Cost-benefit
analysis
Cost-effectiv
eness
analysis

Recommendation
Use the average GUF defiators,
First, define the base year of the
program and deflate costs to that
common year. Then, inflate costs
forward to reflect what it would
cost in the year of analysis. This
way inflation is compounded over

3
2
I

the correct number of years.

Cost-benefit Typically, the discount rate used

analysis for costs is 10%. But UPG
Cost-effectiv implemented by Village Enterprise
eness lasts a years so proabbly it will not
analysis be necesary to discount costs.

Cost-benefit - If you are CEA within

Rationale
Dhaliwal et al. 2013 suggest using average
GDP deflators rather than consumer price
indices as the measures of inflation, since
they cover a wider range of goods and

services of the kind used in most anti-poverty

programs.

According to Dhaliwal et al. (2013), 10% is a
fair discount rate in developing countries for
costs incurred over multiple years in order to
adjust for the choice a funder faces between
incurring costs this year, or deferring
expenditures to invest for a year and then
incurring costs the next year.

Note that we have not seen many
organizations discount the costs beyond
adjusting for inflation.

analysis the timeframe of an RCT: Use
Cost-effectiv both consumption and assets

C are "the gold
standard" to measure material well-being in
development economics research. Other

Other Organizations’
J-PAL and IFA: calculate
using GDP deflators

LIF: uses costs from the 1
recent fiscal year and doe
apply inflation adjustment

GiveWell: Often do not a;
figures from recent years
terms of the present year'
When cost figures are adj
they often make an adjus
using the Consumer Price
which is calculated by loo
how the prices of goods
by a typical consumer in t
change overtime. They di
this isn't necessarily a ree
J-PAL and IPA: use a 10
rate for costs incurred ove
years

LIF: uses costs from the |
recent fiscal year and doe
discount

Open Philantropy: For e
benefits they use income
consumption because it i¢




IPA developed a framework to clarify

decisions about cost-effectiveness analysis

1

We reviewed relevant literature to identify key parameters to consider when conducting a
cost-effectiveness analysis in terms of the cost and effectiveness dimensions
e Comparative Cost-Effectiveness Analysis to Inform Policy in Developing Countries: A
General Framework with Applications for Education - Dhaliwal et al.
J-PAL’s guide to conducting cost-effectiveness analysis
Guide to GiveWell CEAs
GitLab Foundation Impact Modeling
Livelihood Impact Fund ROI Calculations

2

We identified the relevant modelling choices for each parameter
e Example - Social discount rate:
o Discount benefits using the social opportunity cost of capital (SOC)
o Discount benefits using the social rate of time preference (SRTP)
o Do not discount benefits



IPA used the framework to discuss

decisions about Village Enterprise CEA

3

We provided tailored recommendations for Village Enterprise for each model parameter,
referencing what other organizations have done

4

Together, we reviewed the parameters and prioritized a few that required further discussion:
e Costing method

Value conversion (nominal vs purchasing power parity)

Inflation adjustment

Discount rate for costs

Outcome selection

Outcome unit: the scale and metric of measurement before aggregation

Social discount rate

Expected duration of impact



Applying the
Framework

Village Enterprise’s Cost-effectiveness Guidelines
& Applied Use Case with HereWeGrow




Village Enterprise’s Cost-Effectiveness Guidelines

e \illage Enterprise delivers a Graduation program to ultra-poor
households across East Africa.

e With seven RCTs across East Africa, inconsistent assumptions make
results impossible to compare.

e \We developed guidelines to make our estimates consistent and

comparable across geographies, cohorts, academic partners, and
donors.



Step 1: Review Parameters

What are all of the possible
costs and outcome
parameters that we should
consider?

We first used the IPA framework
to review the parameters and
the decisions to be made around
each parameter.

Costs Parameters Outcome Parameters

Cost data source

Costing method

Marginal vs. Fixed costs

Overlapping inputs

Goods & services provided for free

Transfers (cash & in-kind)

Costs incurred by beneficiaries

Nominal vs Purchasing Power Parity

Exchange rate

Inflation adjustment

Discount rate

Outcome selection

Outcome unit

Outcome valuing

Moral weights

Source of impact estimates

Statistical significance

Spillover effects

Internal/external validity adjustment

Leverage and funging adjustment

Social discount rate

Expected duration of impact



Step 2: Select Relevant Parameters

What are all of the outcome
and cost parameters that are
relevant for Village
Enterprise?

Village Enterprise identified
which parameters were and
were not relevant for our
program and agreed on the
subset we would consider for
our analysis.

Cost data source

Costing method

Marginal vs. Fixed costs

Overlapping inputs

Goods & services provided for free

Transfers (cash & in-kind)

Costs incurred by beneficiaries

Nominal vs Purchasing Power Parity

Exchange rate

Inflation adjustment

Discount rate

Costs Parameters Outcome Parameters

Outcome selection

Outcome unit

Outcome valuing

Moral weights

Source of impact estimates

Statistical significance

Spillover effects

Internal/external validity adjustment

Leverage and funging adjustment

Social discount rate

Expected duration of impact



Step 3: Review IPA Recommendations

Costs Recommendations Outcome Recommendations

What is the recommendation

Cost data source Outcome selection
for Village Enterprise and the
c g . Costing method Ou e unit
rationale behind that choice? /
Mp=aiaat == = Dot Lot
IPA consolidated guidance (for Outcome Selection Recommendation
. . ) If you are measuring CEA within the timeframe of an RCT: Use
(0]
exgmple. ‘J_PAL’ GIVGWG” S both consumption and non-productive assets accumulation for
guide to _CEA, GitLab | that period. | ates
Foundatlon HandbOOk) and Sources: Dhaliwal et al., 2013 Guide to GiveWell's CEA, Banerjee
. i T E
provided recommendations on etal., 2015
how to approach each | Rationale
parameter and its Corresponding Consgmption mgasyrements are the main way to measure
] Nnd material well-being in development economics research. pity adjustment
assumpt|ons- Generally, organizations will focus on consumption and not
E productive assets because assets will anyway generate diustment
consumption in the future and that is difficult to model; however, acdjustmen
non-productive assets can be included to be consistent with the
Il approaches used in the CEAs for similar programs.
o o o o o
e o6 o o o D limpact




Step 4: Deliberate and Decide

Costs Decisions

Outcome Decisions

What decisions will Village
Enterprise make and why?

Village Enterprise used the
recommendations and evidence
to deliberate internally and with
research partners to shape final
set of assumptions.

Cost data source

Costing method

Marginal vs. Fixed costs

Overlapping inputs

Goods & services provided for free

Transfers (cash & in-kind)

Costs incurred by beneficiaries

Nominal vs Purchasing Power Parity:

Exchange rate

Inflation adjustment

Discount rate

Outcome selection

Outcome unit

Village Enterprise Decision

Consumption + Assets

Statistical significance

Spillover effects

Internal/external validity adjustment

Leverage and funging adjustment

Social discount rate

Expected duration of impact



Step 5: Document and Communicate

How can we institutionalize and
communicate this?

Village Enterprise documented
each decision and justification in a
transparent and living document
and is using this to shape
conversations internally as well as
with partners and funders.

fq?\xﬁvillcge

& Enterprise

Cost-Effectiveness Guidelines

Village Enterprise is dedicated to implementing a poverty graduation model that is both highly
effective and highly cost-effective, and to tracking and reporting on progress toward these goals. In
collaboration with Innovation for Poverty Action’s Right Fit Evidence Unit, we have developed a
standardized cost-effectiveness approach tailored to Village Enterprise’s graduation model. The
parameters and assumptions outlined below draw on existing evidence and sector standards and
are adapted specifically to our program context.

This document aims to:

1. Increase transparency and reproducibility of Village Enterprise’s cost-effectiveness
estimates;

2. Facilitate meaningful comparisons with other graduation and livelihoods programs; and

3. Guide organizational decisions for replication and scale.

Our goalis to clearly specify our assumptions and measurement methods to ensure that
differences in cost-effectiveness estimates reflect true program variation rather than inconsistent
methodological choices across projects and partners. When collaborators (donors, academic
partners) have differing assumptions, we request that they use the Village Enterprise assumptions in
their sensitivity analyses for benchmarking purposes.

This framework is a living document that is reviewed on an ongoing basis to maintain alignment with
evolving evidence and fidelity to our current graduation model.



What the Guidelines Unlock

e Consistency - Single methodology regardless of donor, academic partner, or
geographic area, comparing apples to apples.

e Internal benchmarking - Framework to track how and where cost-effectiveness
improves across our ongoing RCTs and program iterations over time.

e A shared language - Scaffolding to engage transparently with partners on
methodology, and to request sensitivity analyses when our assumptions differ.



HereWeGrow (HWG)

MONITOR & EVALUATE /\ ADJUST

We fund local approaches
to improve the lives of small-
holder coffee farmers and their
families - with evidence.

1 $ INVEST Our KPl is income.

We measure cost-effectiveness
in SROLI.

LEARN & IMPROVE IDENTIFY

~

HereWeGrow

Coffee Farming Families



How HWG uses SROI

Stagain Partner Selection Process
project cycle

review partner SROI
alculation/ calculate forecasp
SROI

alculate forecast SROI <alculate evaluative SROp

« assess the cost-effectiveness

P“g’;g? o « understand intervention logic » understand intervention of an intervention
calculation « assess the impact potential !09'0. « compare how t.he Ir)tervention
of the intervention « identify key levers and performed against it's forecast
« understand partner’s risks to project success SROI
approach to impact * identify data needs « inform HWG funding and
measurement scaling decisions
« assess the existing evidence « communicate cost-
base on income effects effectiveness of
« understand partner's interventions/approaches
approach to SROI « attract investment for cost-
effective approaches

HWG Board
HWG staff <
) Coffee value chain actors
Primary target HWG Board Funding organl;ations
audience Implementing partner Government
Evaluation partner

NGOs




Use Case: Our Guidelines in Practice

HereWeGrow approached Village Enterprise with an SROI forecast for an RCT being conducted in
Ethiopia. We each came in with different assumptions.

Examples

Assumption/Parameter HereWeGrow Village Enterprise
Outcome Consumption Consumption + assets
Social discount rate 10% 5%

Time horizon 10 years 5 years

Costs Delivery costs only Delivery costs only

All Village Enterprise assumptions will be used in a sensitivity analysis and published alongside
the primary cost-effectiveness estimate.



Comparing cost-effectiveness across HWG’s

bortfolio

Bubble Size depends on planned Household



Key Learnings from the Use Case

There is no perfect approach - assumptions remain assumptions, but having a rationale and
identifying the why is important.

A shared framework is a shared starting point - even if we don’t share the same assumptions, a
shared framework can give structure to a conversation with partners and find the right middle ground
for successful collaborations.

Transparency benefits the sector as a whole - we can go farther and do more with joint
commitment.






Closing remarks




Towards a common understanding of
cost-effectiveness

Program’s
Cost-effectiveness

e Ultimately, our priority is ending extreme poverty and finding cost-effective ways to do so

e Understanding cost-effectiveness seems like it should be simple but is complex

e The landscape of stakeholders using related analytical methods and different assumptions is
vast: funders, implementers, and academic partners often make different modelling choices

based on their need



Reach out to us with further questions

Rebecca Hémono, Village Enterprise
Rebecca.hemono@yvillagenterprise.org

Andrés Parrado, Innovations for Poverty Action
aparrado@poverty-action.org

Sarah Wiegel, HereWeGrow
swiegel@herewegrow.org




Resources

IPA
e |PA Blog Post Deciding on Costing Analysis
e |PA’s automated CEA tool
e Comprehensive library of the CEAs that IPA has conducted

HereWeGrow
e HWG SROI Guidelines
e HWG Blog post on SROI

Village Enterprise
e Past RCT results



https://poverty-action.org/deciding-costing-analysis-why-different-questions-need-different-models-program-evaluation
https://docs.google.com/spreadsheets/d/1DN31iuld1eYuWBs0wp6fyq4XiIe9-U2C/edit?gid=75104514#gid=75104514
https://drive.google.com/drive/folders/1eSQOFcKKyf5tZlHhAiaVfpDbDMSHSjCE
https://www.herewegrow.org/wp-content/uploads/2026/04/HereWeGrow-SROI-Guidance_Feb-2026.pdf
https://www.herewegrow.org/sroi-rethinking-impact-with-social-return-on-invest/
https://villageenterprise.org/our-impact/independent-rigorous-evaluations/

Innovations for
’ Poverty Action

Thank you!
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