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he first edition of this volume, published in 1983, lamented that
“everyone is talking about cost-effectiveness analysis, but none are
doing it.” Nearly two decades later, is this still a fair assessment?

In education, the use of cost-effectiveness analysis is still rather modest.
To our knowledge, this is the only book-length treatment of the subject.
Some general textbooks for evaluators devote a section to the topic
(Boardman, Greenberg, Vining, 8 Weimer, 1996; Rossi & Freeman, 1993;
Weiss, 1998), yet most provide only a cursory discussion, if any at all. Per-
haps unsurprisingly, the number of published cost-effectiveness analyses in
education has grown at a slow (albeit steady) pace.!

In sharp contrast, cost-effectiveness analysis is rapidly becoming a
standard tool of health researchers. There are numerous textbooks and
methodological surveys of the field (Drummond, O’Brien, Stoddart, &
Torrance, 1997; Gold, Siegel, Russell, & Weinstein, 1996; Johannesson,
1996; Sloan, 1995). Journals of health policy and health economics rou-
tinely publish empirical studies—numbering in the hundreds—that compare
the cost-effectiveness of different medical interventions. A national panel
has even issued recommendations on the proper conduct and interpretation
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of studies (Weinstein, Siegel, Gold, Kamlet, & Russell, 1996). Most heart-
ening is that cost-effectiveness analysis is increasingly recognized as a useful
and necessary tool for choosing among competing health-care investments.

Cost-effectiveness analysis should be more important than ever, partic-
ularly in education. At every level of government, administrators are being
asked to accomplish more with the same or even fewer resources. At least
rhetorically, this is evident in educational debates that emphasize the “cost-
effectiveness” or “efficiency” of investments and policies. All too often,
however, these claims are not based on solid evidence. At least part of the
blame for this situation may reside in the fact that cost evaluation is still not
widely understood among policymakers or even among educational evalu-
ators. We hope that an introduction to cost analysis might encourage and
enable such individuals to incorporate this approach into their evaluations
and decisions. Better training is a necessary—though perhaps not a suffi-
cient—condition for the promotion of cost studies. Thus, the main objec-
tive of this volume has remained unchanged since the first edition: to pro-
vide school personnel, evaluators, and students with a clear introduction to
the rationale and methods of cost analysis.

In other respects, the volume has undergone substantial modification.
Throughout the book, we have replaced many of the hypothetical examples
from the first edition with actual cost studies from education. We have also
rewritten and leavened the text with numerous references to methodologi-
cal and applied research, in order to reflect new developments in the field.
Where progress in education is lacking, we endeavored to reference devel-
opments in health cost analysis.

In the first edition, a discussion of effectiveness, benefits, and utility
was confined to a single chapter. This edition has expanded the discussion
to three completely new chapters (6 through 8) on cost-effectiveness, cost-
benefit, and cost-utility analysis. In each case, we review the methods of
estimating effectiveness, benefits, and utility and the procedures for inter-
preting this information in light of costs. We also focus attention on several
essential features of a conscientious cost study, such as sensitivity analysis.
Chapter 9 is a greatly expanded version of its predecessor, on the use of cost
evaluations. For example, it presents a checklist for evaluating cost studies
and uses it to evaluate a particular cost-effectiveness study. It also assesses
some emergent topics, such as the use of “league tables” to compare the
findings of several cost studies. Finally, Appendix B includes an extensive
new bibliography of educational cost studies, grouped by their topics.
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~ NOTE

1. Some research bears out these impressions. Between 1985 and 1988, less
than 1% of presentations at the Annual Meetings of the American Evaluation Asso-
ciation addressed cost-effectiveness analysis or included it as a component in evalu-
ations, The proportion is even smaller among evaluation studies presented at the
Annual Meetings of the American Educational Research Association (Levin, 1991).
Monk and King (1993) compared the predominance of cost studies in two journals
of public policy: one focused on educational issues and the other of general interest.
Seventy-five percent of evaluation studies in the education journal ignored the issue
of costs. In contrast, only 20% of articles in the general policy journal omitted a
consideration of costs.
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