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Abstract
Beyond health care, the economic evaluation of social welfare programmes is rare but the
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undoubtedly social welfare researchers need to gain a better understanding of the philosophy
behind such evaluation and the methodologies necessary to carry these out in practice. However,
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explores the principles that guide health economists, the evaluation issues raised by different
types of intervention and the techniques used to address them, focusing on the implications for
evaluating other social welfare interventions. It argues that there exists a spectrum of complexity
in interventions, with many social welfare interventions demonstrating a level of complexity that
is less often reached by health care services. This can cause problems for the application of
‘traditional’ economic evaluation techniques favoured by health economists, such as the
measurement of generic outcomes and the randomisation of subjects between interventions. The
paper concludes that efforts need to be made to ensure greater scientific validity of evaluations in
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‘conventional’ model, such as a greater role for qualitative methods.
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Introduction
Beyond healthcare, the economic evaluation of social welfare programmes is rare (McDaid et al,
2002), but the demand for such evaluation, particularly from research funding bodies, is rising.
Economic evaluation provides essential evidence to support decisions relating to the allocation of
scarce resources and such scarcity is as much a feature of the social welfare sector as the
healthcare sector. To encourage greater use of economic evaluation, undoubtedly social welfare
researchers need to gain a better understanding of the philosophy behind such evaluation and the
methodologies necessary to carry out economic analyses in practice. However, there is also a
need for economists to better understand the nature of social welfare interventions in order to
ensure that economic methods are appropriate and feasible in practice. This paper looks at the
field of health economics in order to draw lessons for the economic evaluation of other areas of
social welfare. The aim is to look at the principles that guide health economists, the evaluation
issues raised by different types of intervention and the techniques used to address them, focusing
on the implications for evaluating other social welfare interventions.
The healthcare sector is a good starting point for the purpose of this paper. First, health
economics is a well-developed and established field of research with much literature to draw
upon. Quality control systems and guidelines to promote good practice are in place, providing
clear criteria for assessing the strengths and weaknesses of individual studies. Secondly,
healthcare covers a wide and varied range of interventions and thus confronts the evaluator with
many of the issues likely to be faced in other areas of social welfare. The healthcare sector thus
provides a good indication of the potential benefits and pitfalls should evaluation in other areas
of social welfare develop along similar lines. In particular, it is a test of how far the randomised
controlled trial and other quantitatively focused designs, favoured by many economists, could be
applied in evaluating other social welfare services. It is in the healthcare sector that the
boundaries have been pushed furthest and where these techniques have begun to be used to
evaluate social, as well as clinical, interventions.
This is an exploratory paper that sets out the difficulties that may be experienced when
undertaking an economic evaluation in a social welfare context, where social welfare
encompasses such areas as social care, early intervention schemes, housing, regeneration,
community development, work with families and parents and welfare to work. It begins to
explore some, but by no means all, of the solutions to these difficulties. More detailed
hypotheses for improving the quality and quantity of economic evaluations in this area are
explored elsewhere (Sefton et al, 2002; Byford et al, 2002), but further advances will perhaps
require empirical research to provide evidence of the success, or otherwise, of economic
techniques.

Economic evaluation
The purpose of economic evaluation is to determine the best use of scarce resources. In practice,
this means identifying whether a particular intervention is cost-effective relative to other similar
4
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interventions or to other uses for scarce resources. In other words, identifying those services that
produce the greatest benefit for a given level of cost or the same level of benefit for less cost. In
the healthcare sector, economic evaluation usually involves a systematic attempt to identify,
measure and compare all relevant costs and benefits of alternative policies (Drummond et al,
1997). A fairly standard framework is adopted, which links the inputs of different interventions
(e.g. use of health services resources) to their outcomes (e.g. morbidity or mortality).
Methods of economic evaluation
All methods of economic evaluation involve the measurement of costs in monetary terms.
Outcomes, however, can be presented in a number of different ways. Cost-effectiveness analysis
(CEA) is the most commonly adopted approach to economic evaluation in healthcare and
involves the measurement of benefits in a single ‘natural’ or ‘condition-specific’ outcome
measure such as level of blood pressure or depression. The benefits of two or more interventions
are combined with their respective costs to provide a measure of cost-effectiveness. Where one
intervention is found to dominate (i.e. is more effective and less costly), a formal costeffectiveness analysis is not essential, since relative cost-effectiveness has already been
demonstrated. However, where one intervention is found to produce greater benefit for greater
cost, an incremental cost-effectiveness analysis is required. Incremental analysis involves the
calculation of the ratio of additional benefits to additional costs produced by one intervention in
comparison to another. This cost-effectiveness ratio can then be compared to other interventions
employing the same measure of effect, and preference should be given to those with the lowest
incremental cost-effectiveness ratio.
The use of natural units of outcome makes CEA easily transferable into social welfare research,
where natural units would include such things as jobs created, crimes prevented or measures of
social exclusion. CEA does have its weaknesses, however. First, it is impossible to make
comparisons across a diverse spectrum of interventions competing for a share of a finite budget.
Social welfare services are extremely varied and the aims and outcomes of services provided will
differ greatly and often be multiple. Comparisons of cost-effectiveness using natural units can
only be made between interventions whose outcomes can be measured on the same scale. Thus,
CEA might be used to support funding decisions between two competing schemes for reducing
homelessness, but it cannot determine whether the same money would be better spent on a
scheme to support older people living in the community.
Secondly, it is difficult to capture all possible effects of an intervention on a single outcome
scale. Social services will often influence many areas of an individual’s life, but combining costs
with multi-dimensional outcomes measured on a number of different scales makes interpretation
difficult, particularly if improvements are seen on some scales but not others. To illustrate, a
scheme which provides home adaptations for the promotion of independent living for disabled
people may have an impact on psychological, social and family functioning, as well as activities
of daily living. All these areas can be measured in natural units but a CEA can only be carried
out with one outcome scale. Under such circumstances a CEA will often be based on the
outcome measure considered to be of greatest importance to the purpose of the evaluation (the
primary outcome), requiring some judgement to be made about the relative value of the
alternative outcomes of interest.
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Where the omission of other outcomes could be misleading, studies may present a range of
outcomes (or consequences) alongside the costs, using cost-consequences analysis (CCA). No
attempt is made to formally combine costs with benefits and the decision maker is left to form his or
her own opinion regarding the relative importance of the alternative outcome scales presented.
Although CCA is limited by the inability to rank interventions in terms of cost-effectiveness, in the
absence of adequate measures capable of capturing all the consequences of a particular intervention,
CCA is likely to be a useful tool for social welfare research. CCA has been used to evaluate
complex interventions where outcomes cannot easily be summarised in a single measure (e.g.
O’Cathain et al, 1992; Mauskopf et al, 1998; Morrell et al, 2000). The presentation of all costs
and consequences can greatly enhance the understanding gained from a CEA and thus CCA should
be encouraged even when a primary outcome measure has been selected and a CEA carried out.
An alternative solution to multiple outcomes is to condense them into one generic measure,
which is the approach adopted in cost-utility analysis (CUA). As with CEA, a cost-effectiveness
ratio can be calculated, but outcomes are measured in terms of utility (level of satisfaction, wellbeing or quality of life). One example of a utility-based measure is the quality adjusted life year
(QALY). The calculation of QALYs involves the use of quality adjustment weights for different
health states (e.g. full versus restricted mobility). Once generated, the utility weights are
multiplied by the time spent in each state and then summed to provide the number of quality
adjusted life years, thereby incorporating the effects of an intervention on the quantity and
quality of life. The results are expressed in a cost-utility ratio in terms of the additional cost per
QALY gained from undertaking a particular intervention. This provides a common measure of
output that allows comparisons to be made between any number of diverse interventions.
The theory behind utility measures is attractive and their importance should not be dismissed, but a
number of weaknesses exist that may limit the usefulness of CUA within the field of social welfare,
at least in the short-term. Conceptually, the idea of condensing the benefits of a scheme for urban
regeneration, for example, into a single outcome measure can be hard to swallow. Such schemes are
area-based, rather than being focused on a specific group of individuals; they may influence many
people, in many different ways, across many dimensions of life. In addition, utility scales have been
criticised for their conceptual foundations, the methodology employed, their lack of sensitivity to
change and for ignoring equity considerations (Sen, 1985; Loomes & McKenzie, 1989; Drummond,
1991; Williams & Kind, 1992). Perhaps the main obstacle to the use of CUA in the evaluation of
social welfare interventions is the lack of utility scales appropriate to the field. Although a
significant quantity of research has been carried out into the development of utility scales for use in
health economics, these measures tend to be health focused and may not be broad enough to capture
the full impact of social care policies. To increase the usefulness of the utility approach in the social
welfare context, appropriate measures must be developed, which will require investment in
research.
Cost benefit analysis (CBA) is a method of economic evaluation that is used less often in
healthcare than CEA or CUA, although it is more common in some policy areas, such as
transport and environment. CBA requires both costs and benefits to be valued in monetary units.
It thus becomes possible to directly compare the costs with the benefits of an individual project
(i.e. calculate the net benefit) to see which is greater, without the need for a comparator. Like
CUA, CBA allows the comparison of any number of diverse interventions and, in addition, it is
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possible to make comparisons across different sectors, such as healthcare, education or defence.
However, difficulties arise when attempting to value benefits in monetary terms. Methods do
exist, such as willingness to pay or observed preferences (Robinson, 1993; Gafni, 1998; Bala et
al, 1999), but they are difficult to apply and can be a time consuming and costly addition to an
evaluation. Hence CBA in healthcare is relatively rare and the extent of its use in the wider social
welfare field is as yet unknown.
One related technique that is and may continue to be more commonly used in the evaluation of
social welfare services is the analysis of ‘cost-savings’. This is a limited form of CBA that
involves the comparison of costs and benefits that are easily converted into monetary units. The
costs of an intervention are compared to the savings that are generated through, for example,
reductions in crime or school exclusions. ‘Outcomes’ of this type can be converted into monetary
units relatively easily since they involve known and observed costs. The savings from reduced
crime rates, for example, can be measured in terms of reductions in expenditures on the criminal
justice system. Such analyses are less scientifically sound than CBA since they do not attempt to
value all relevant outcomes, in particular final outcomes for the individuals involved. One
example of a cost-savings analysis is an evaluation of a London based Link Worker scheme.
The scheme aims to improve access to support in the community for people with mental health
problems who have come into contact with the criminal justice system (Revolving Doors
Agency, 2000). This study looks at whether the costs to local agencies of providing additional
services to the scheme’s client group are offset by a fall in costs of ‘crisis’ services, including
temporary accommodation and A&E services.
Principles of economic evaluation
Economic evaluation is underpinned by a number of fundamental principles derived from
welfare economics. Welfare economics is concerned with the analysis of conditions under which
policies may be said to have improved societal well being relative to alternative courses of
action. The key words are: relative, societal, and well being. Evaluations should be comparative
in nature, societal in scope and concerned with the resulting well being of the individuals
involved. Not all evaluations will achieve all the aims of welfare economics, but this is the ideal
against which evaluations should be judged and the standard for researchers to aim for.
Since economics is concerned with resource scarcity, economic analysis, by definition, must
involve the comparative analysis of alternative courses of action (Drummond et al, 1997). In
order to assess the true costs and benefits of an intervention, the most appropriate comparator
should be the ‘next best’ alternative (Siegal et al, 1997), but where this is not clear-cut, a number
of alternatives may be required, including perhaps the most widely practised alternative and
current local practice, where these differ (Byford & Palmer, 1998). In some circumstances, the
next best alternative may be ‘do nothing’, where no alternative or no proven alternative exists. If,
for example, the only available comparator has not been assessed in a previous evaluation and is
in fact cost-ineffective, then the study intervention will appear misleadingly cost-effective in
comparison. Achieving a suitable comparison will depend on the nature of the intervention to be
studied and the question to be answered. A comparison can only be undertaken, for example, if
there is an appropriate group to compare an intervention with. Thus, universally imposed
interventions, such as the new arrangements for all young people leaving local authority care or
accommodation (Department of Health, 1999), will be more difficult to evaluate than a discrete
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service set up as an addition to, rather than a replacement for, alternative services attempting to
meet the same need.
The principles of welfare economics require an economic evaluation to adopt a societal
perspective that includes all the possible costs and benefits of an intervention to all sectors in
society (Johannesson, 1995). The perspective should be broad enough to include any indirect
effects, such as the effect on carers, and long enough to capture all significant future effects. A
full societal perspective can only be achieved where all significant impacts are known and where
time and resources allow the gains and losses to be recorded. An intervention that has a limited
number of relatively obvious impacts on a discrete and readily identifiable group of individuals
or organisations will, therefore, be much simpler to evaluate from a societal perspective than an
intervention that has significant, wide-ranging, long-term and perhaps hidden impacts.
The fundamental aim of welfare economics is to maximise societal well being, given existing
resource constraints. Thus the focus of an economic evaluation will often be on final outcomes,
such as quality of life, rather than intermediate outcomes (e.g. cholesterol level) or process
measures (e.g. days in hospital or days in care), although these may be useful in helping to
interpret changes in final outcomes. In addition, generic measures of quality of life enable
comparisons across a much wider set of interventions than disease-specific or condition-specific
outcome measures, as discussed above.

Nature of interventions
The ability to achieve the ‘ideal’ economic evaluation is influenced by the nature of the
intervention under investigation. Interventions vary considerably along a spectrum of complexity
and the more complex the intervention, the harder the evaluation will be and the harder it will
become to follow the principles outlined above. This section examines characteristics of
interventions that have particular implications for evaluation and which help to distinguish the
more straightforward from the very complex, drawing out the difficulties of applying traditional
economic evaluation techniques to relatively complex areas of health and social welfare.
Degree of user involvement
Interventions differ in the extent to which service users are ‘active’ or ‘passive’ in the delivery of
the intervention – the extent to which they interact with the provider and how far the success of
the intervention is dependent on their active response. The more actively involved service users
are, the more likely it is that outcomes will be affected by individuals’ values, culture, attitudes
and circumstances. This introduces a set of confounding variables that need to be taken into
account in an evaluation, but which are harder to categorise or quantify in the same way as, say,
age or gender. A health promotion campaign would lie at one end of the spectrum since its
effectiveness depends on whether people accept the message (e.g. smoking is bad for your
health) and modify their lifestyle as a result (e.g. give up smoking). Patients undergoing
emergency surgery are more passive. Although they can influence the recovery period, they can
have little impact on the success or otherwise of the surgical procedure itself.
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Many medical and surgical interventions require some patient involvement, including
participation or compliance with the treatment. But, it is probably fair to say that this is not
generally of the same order of magnitude as for more diverse community interventions.
Receptiveness to a postnatal support service, for example, will depend on whether the
intervention is seen as helpful or as an interference, how much support is received from friends
and family, the quality of the relationship with the support worker, and so on – all of which will
differ in subtle ways from one mother to the next (Morrell et al, 2000). A traditional quantitative
economic evaluation comparing two groups in a randomised controlled design, would be able get
a reasonable approximation of general cost-effectiveness, but may hide differential effects
resulting from user-focused variables such as these.
A high degree of service user involvement and influence does not make economic evaluation in a
quantitative framework impossible, but the level of heterogeneity does make for a more difficult
evaluation. In order to explore and control for the influence of users, it is likely that a larger
sample will be needed with the collection of a greater number of user-focused variables than
would be the case in a more ‘passive’ group of users. Qualitative research can also be used to
explore the influence of users and help to explain the results of the quantitative analysis
(discussed in more detail below).
Complexity of intervention
Some healthcare interventions are highly standardised. A 200mg Ibuprofen tablet is just that.
Some interventions, such as surgery, ought to be fairly uniform, but may vary significantly in
practice, because of differences in clinical practice between consultants or hospitals and
differences in the skills or competence of those delivering the service. Other interventions, such
as community mental healthcare, are more complex or purposively flexible to match the varying
needs of individual service users (Taylor & Thornicroft, 1996). Case managers, for example,
whether health or social services based, provide a number of different services including
advocacy, needs assessment, planning, implementation and co-ordination of services to meet
needs. All these roles will be carried out in a variety of ways, to varying degrees, dependent on
the needs of the clients, who may need support in many areas of life, including housing,
employment, finances, medication or day care, to name but a few. Most social welfare
interventions are similar in this respect.
Knowledge of the extent and nature of such variation is essential to understand how variations in
the intervention affect outcomes. If, for example, an intervention appears to be more effective for
some service users than others, it is helpful to know whether this is because some users were
more receptive to the treatment or because the treatment itself was administered differently.
Equally, when an intervention consists of a package of measures, it is useful to know whether
some aspects of the package were having more of an impact than others.
Where variations can be measured in some way (e.g. drug dosage), it is possible to allow for
these differences within a quantitative evaluation. However, there are limits to the number of
different variables that can be incorporated. For example, postnatal support workers were
required to keep a log of how much time they spent on each activity with each individual client
(Morrell et al, 2000). In theory, this could be used to assess the effectiveness of each care
component. In practice, however, the sample was too small to carry out a statistical analysis of
9
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this kind. In other situations, variations that may be important to the success of the intervention
may not be amenable to measurement or may be harder to observe – for example, the quality of
the service provided by postnatal support workers, as assessed by the mothers.
Complexity of outcomes
For some healthcare interventions, outcomes are relatively easy to quantify. Many are judged by
their success in reducing mortality or disease-specific morbidity that is relatively amenable to
quantitative measurement, such as blood pressure level or symptom reduction. This is
particularly true for conditions that are localised, physical and readily treatable, such as
ingrowing toenails or broken bones. Other healthcare interventions seek to make a more
‘holistic’ impact on conditions that influence many aspects of a person’s life, such as mental
health problems. Such impacts are much harder to measure and compare with accuracy, since
they are less amenable to objective measurement and can be multiple in nature, affecting
psychological, social, family and physical functioning. The broader social welfare field is
similar; aims and outcomes of social welfare interventions are often multiple and subjective in
nature. Accurate representation of changes in outcome can, therefore, be difficult.
The solution should be simple – the ideal would be to focus on a measure of overall well being
or quality of life, the focus of welfare economics. The problem, however, lies in the ability of
current generic measures to capture the full range of impacts that interventions may have on an
individual’s life. In the healthcare field, much research has been carried out into the development
of quantitative measures of outcomes, usually based on short questionnaires that enable a
particular outcome to be scored on a standard scale. Provided they have been validated for the
purpose for which they are being used, this allows all sorts of outcomes to be incorporated within
a quantitative framework. But, this is an important qualification. Where appropriate validated
measures do not exist, there is a danger that quantitative scales will not be measuring what
evaluators believe they are measuring or that they will not be sensitive to the levels of change
expected as a result of a particular intervention.
The majority of scales available that fulfil the needs of an economic evaluation (single index
utility measures), such as the EuroQol (EuroQol Group, 1990), have been developed to measure
health-related quality of life and tend to focus more on physical than psychological or social
functioning. Although such scales have been successfully applied in the healthcare field, they
may not be sensitive enough to measure change in broader social welfare contexts. The
measurement of outcomes in more complex areas of mental health and social welfare can thus be
constrained by the lack of appropriate scales.
Perspective and scope
The effects of many healthcare interventions are experienced by a limited and known number of
organisations and groups in society and thus a societal perspective can be achieved with the
inclusion of relatively few viewpoints. In comparing the treatment of ingrowing toenails by
podiatrists or surgeons, for example, it would be reasonable to focus on the health service and the
patient. A comparison of community and hospital-based care for elderly people with mental
health problems, however, would need to be broader, perhaps including the health service, social
services, voluntary services, informal care and costs borne by both the patient and the family.
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Evaluation of social welfare interventions are particularly likely to span multiple sectors, since
many different agencies are involved in providing services to vulnerable groups targeted by these
programmes.
Time scale
Health and social problems vary enormously in terms of duration. Some relatively minor health
conditions, such as a broken bone, are usually easy to fix. Similarly, some social care concerns
can be relatively easily dealt with, such as the provision of meals for an elderly person or
overnight accommodation for a child whose single mother needs to spend a night in hospital.
Such ‘acute’ problems are short-term in nature and both the costs and effects of interventions are
felt soon afterwards. Evaluation can thus be relatively short-term with little danger of missing
important effects. More complex health and social problems, however, can be chronic and
enduring; thus costs and benefits may need to be recorded over a much longer period of time,
which increases the cost of an evaluation. An alternative solution is the use of shorter-term
‘proxy’ measures of outcome that suggest outcome movements in the right direction, such as
young excluded people returning to school or families in difficulty attending family therapy
sessions.
Summary
Social welfare interventions, like healthcare interventions, cover the whole spectrum from simple
to complex. However, the majority have more in common with the treatment of chronic and
enduring health problems than with the acute healthcare field. Social welfare problems are often
long-term in nature and impact upon many areas of a person’s life and the lives of their families.
Interventions are characterised by a high degree of user involvement, significant variability
across interventions and recipients, multiple and complex outcomes and multiple agency
involvement. The evaluation of such interventions can be complex, hampering the ability to
achieve the fundamental aims of welfare economics described above.
Although none of the complexities discussed preclude the achievement of a good quality
economic evaluation, they do add significant difficulties and evaluations often fall short of the
‘ideal’ due in part to the difficulties themselves, but also due to the need for relatively greater
funding that may not always be available. Evaluations should be designed with these
characteristics in mind and efforts made to ensure that appropriate outcome measures are used,
relevant sectors included, adequate follow-up periods are incorporated, and methods for
controlling for and recording variation and compliance are developed.

Assessment criteria
As well as complying with the fundamental principles of welfare economics, an economic
evaluation should be based on accurate and unbiased evidence of costs and effects. Such
evidence can be obtained from a range of sources including randomised controlled trials, quasiexperiments, observational data, and qualitative research. Health economists are guided in their
choice of method by a number of general criteria, although the interpretation of these criteria and
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the importance attached to each will depend on the nature of the intervention and the purpose of
the evaluation. In addition to feasibility, the two principle criteria are internal and external
validity (Moser & Kalton, 1993).
Internal validity
Internal validity describes the extent to which the method of evaluation selected produces
unbiased estimates of costs and benefits. Internal validity is achieved if observed differences in
outcome or cost are due only to the difference in intervention received. The presence of
confounding factors (other factors that may influence outcomes) reduces the internal validity of
an evaluation study and efforts should be made to minimise such biases. In the healthcare field,
internal validity is usually the over-riding criterion and should clearly be a major consideration in
the evaluation of any other social welfare intervention, since an evaluation is of little use if it
does not contribute to a better understanding of what additional impact an intervention has.
Some of the characteristics of complex health and social welfare interventions, discussed above,
can hinder the achievement of internal validity. First, differences in outcome can be difficult to
quantify due to their multidimensional nature. Secondly, social welfare interventions are beset by
confounding factors, including the heterogeneity of the interventions themselves. In addition,
social welfare interventions are likely to be part of a package of measures designed to reinforce
one another, rendering care extremely variable and individual in nature. Statistical analysis is
often used in the healthcare field to control for variation and the influence of confounding
factors. The ability of statistical analysis to control for the scale of variability found in more
complex areas of social welfare, however, may be limited. Furthermore, the need to observe and
record these variations in order to help explain observed outcomes can render the concept of
controlling for variation irrelevant. Thus, additional ways of satisfying the validity criterion (or
the problem of “causal attribution”) may need to be explored, perhaps involving greater reliance
on qualitative research methods and theory-based approaches to evaluation (Sefton, 2000).
External validity
External validity, or generalisability, is concerned with how representative the sample is of the
real world situation - how far the results are applicable to other user groups or settings. Whilst it
is important for an evaluation to demonstrate how effective an intervention is in a particular
setting, it is also important to assess how effective the same intervention would be in other
settings – a different area, population or time period. To some extent, there is an inevitable tradeoff between internal and external validity. An experiment that is carried out in tightly controlled
conditions (e.g. a standardised service delivered to a homogeneous population) reduces the
number of confounding factors, but also reduces the likelihood that the results will hold under
more ‘usual’ circumstances.
In the healthcare field, concerns about external validity have tended to concentrate on artificial
conditions and the representativeness of the sample. Some critics have argued that experimental
trials are conducted under ‘laboratory’ conditions, so the results may not reflect what would
happen in more ‘natural’ settings (Schwartz & Lellouch, 1976). In addition, patients and
clinicians may behave differently knowing they are part of a trial – the so-called Hawthorne
effect (Moser & Kalton, 1993). As an example, the authors of an economic evaluation of
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misoprostol, an anti-ulcer drug, argued that compliance rates and detection of ‘silent’ ulcers were
likely to be higher in the trial than in regular practice (Hillman and Bloom, 1989). For these
reasons, the trial probably over-stated the effectiveness of the treatment and adjustments were
made to generate estimates of cost-effectiveness that would more closely reflect regular practice.
Increasingly, pragmatic or naturalistic trials are being carried out, where efforts are made to
ensure that patients included in the trial are typical of normal caseload and that the treatment and
follow-up of patients is conducted under routine conditions (Roland & Torgerson, 1998).
The same concerns are relevant to other areas of social welfare, where it is also important to
ensure that the results of pilot programmes implemented in a single area, for example, are not
automatically assumed to hold for other areas. The issues can be challenging because social
policies are often highly context-dependent. If a particular drug treatment can be shown to work
for a representative sample of adult men in the south of England, then it may be reasonable to
assume that it will also be effective for adult men in the south, assuming similar rates of
compliance with treatment. If, on the other hand, a specific regeneration initiative has been
shown to work in one area, it is not safe to assume that it will automatically work elsewhere.The
success of the scheme will depend upon the socio-demographic characteristics of residents and
the underlying causes of problems, which will vary across areas.
The external validity criterion is thus a more difficult one to satisfy in more complex areas of
social and healthcare. For many social welfare interventions, it may not be the results that are
transferable, but knowledge about why certain interventions work under certain circumstances
and for certain people (Pawson and Tilley, 1997). The focus is not so much on the estimation of
the overall effects of a particular programme, but on identifying successful mechanisms within
the programme and the conditions necessary to trigger them. This in turn has implications for the
best way to go about an evaluation.
Relevance
As well as being valid, an evaluation must be relevant, i.e. provide evidence that is useful to
decision-makers in pursuit of their aims. Conventional approaches to economic evaluation in the
healthcare field are designed to answer one particular question: ‘Is the intervention an efficient
use of resources compared with alternative uses?’ and the guidelines for economic evaluation
tend to be centred around this one, albeit important, question. This approach is most suited to the
evaluation of established interventions where the only question decision-makers are concerned
with is whether the intervention is effective and, if so, whether it is cost-effective compared to
existing treatments.
Some healthcare and many social welfare interventions evolve over time or are purposely
flexible to meet the changing needs of service users. Therefore, other evaluation questions may
be more relevant. In particular, evaluation has an important role to play in the learning process,
by looking at how a scheme might be improved or developed over time. For an economist, this
means identifying ways in which a scheme could be made more efficient, requiring a more
dynamic approach to evaluation. In the healthcare field, particularly more complex areas such as
community mental healthcare, evaluators have tended to rely upon additional evaluations as the
care provided develops. But, there is an important difference between an evaluation that assesses
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the cost-effectiveness of a modified programme and one that helps to inform what changes
should be made to the programme to increase its cost-effectiveness.

Study design
The appropriate choice of study design is guided by what is feasible and what is most likely to
produce results that are internally valid and generalisable. This section looks at some of the
preferred research designs used in the healthcare field and their potential applicability to other
areas of social welfare. In practice, an economic evaluation may combine several methods within
the same study.
Randomised controlled trials
In the healthcare field, evaluations are increasingly carried out within randomised controlled
trials (RCT) and emphasis placed on quantitative data (Pocock, 1983). Participants are randomly
assigned to either an experimental intervention or the control intervention. Ideally, costs and
outcomes for both groups are monitored prospectively over time and compared. Differences
between the two groups are attributed to the intervention since the randomisation process is
designed to ensure that estimates of effects are unbiased by the selection of participants, thus
internal validity tends to be high. For this reason, evidence from RCTs is rated more highly than
evidence from other sources, to the extent that systematic reviews often exclude other designs
(NHS CRD, 1996). Other methods tend to be judged by how closely they approximate the ‘goldstandard’ RCT.
RCTs are relatively more prevalent in the healthcare sector than in other sectors. This is mainly a
desire for scientific rigour, but requirements from policy-makers, journal editors and research
funding bodies have also played a part. Some of the healthcare programmes that have been
evaluated using RCTs have much in common with the wider social welfare field. Examples
include the evaluation of postnatal support for new mothers (Morrell et al, 2000), education
programmes for people with osteoporosis of the knee (Lord et al, 1999), diet-exercise
programmes for people with diabetes (Kaplan et al, 1988) and community care packages for
people suffering from a mental illness (UK700 Group: Byford et al, 2000).
These interventions raise many of the issues discussed in previous sections. They are not
standardised services delivered to ‘passive’ participants and many of the outcomes are not easily
quantified. Whilst this shows that it is feasible to carry out RCTs for more complex
interventions, this does not necessarily mean that it is the best approach to adopt, at least not
without addressing some of the problems raised. For illustrative purposes, some specific issues
are discussed in relation to the evaluation of a postnatal support service for new mothers (Morrell
et al, 2000). This study, summarised in Box 1, is a scientifically sound and rigorous experimental
evaluation, yet the results raise many questions about the limitations of the experimental
approach in the context of a relatively complex and heterogeneous health service.

Box 1: Economic Evaluation of a Postnatal Support Scheme.
Study design: Randomised, controlled trial comparing usual community midwife care
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with usual care plus access to a community support worker for up to ten visits within
the first 28 days after the birth.
Sample: 623 new mothers aged 17 years or over.
Main outcome measures: Primary measure – the general health perception domain of
the Short Form-36. Secondary measure – Edinburgh Postnatal Depression Scale, Duke
Functional Social Support Scale and breastfeeding rates.
Method of economic evaluation: Cost-consequences analysis.
Results: No significant differences were found in any of the outcome measures
although there was a trend suggesting that the control group performed better on some
of the secondary outcome measures. Satisfaction with services was higher for those in
the experimental group. The total mean cost to the NHS of the experimental group was
estimated to be £180 per woman greater than for the control group. No differences
were found in the use of NHS services, excluding the cost of the intervention.
•

Reliability of quantitative outcome scales – Like other similar studies, this evaluation relied
upon quantitative scales to measure such things as the mothers’ general health and levels of
depression. The validity of the results are only as good as the validity of the scales, so any
claims need to be tempered by a note of caution about the appropriateness of these outcome
measures for the purpose of this study. In fact, health outcomes after six weeks showed no
positive effects and some negative effects for those who received the support service as
compared to those who did not, yet participants were overwhelmingly positive about the
scheme. The outcome measures may be accurate, but it is possible that the measures used
were not picking up those outcomes of importance to mothers. Although this ambiguity
might be resolved by further studies using different outcome measures, it demonstrates the
possible limitations of using quantitative scales, even where these have been validated.

•

Focus on net outcomes – Like other RCT-based studies, this evaluation focused on net
outcomes, without providing much information on how, for whom, and in what
circumstances the intervention worked. In some situations, it is important to understand how
a programme is working because this helps to assess whether the same intervention would be
effective in other settings and how the scheme might be improved in the future. In this
evaluation, the authors suggest that the service might have failed because it did not build up
people’s own coping skills. This might explain why outcomes after six weeks were not
positive, but, as the authors admit, this theory is speculative. The evaluation was unable to
provide any evidence as to why the scheme did not appear to be effective, yet this is crucial
to the overall assessment of the scheme.

•

Timing of outcomes – Like other studies, outcomes were measured at discrete points in time –
after six weeks and six months. The timing of surveys is often arbitrary, although this can
have a significant impact on the results. In this case, the first survey was undertaken shortly
after the intervention ceased and the authors later recognised that mothers may have been
experiencing a ‘withdrawal’ effect, which could explain the negative outcomes for the
intervention group. However, it is not possible to know this for sure or to know how long the
withdrawal effect lasted, if indeed, that is what it was.
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•

Standardisation – Even though the service consisted of a number of different activities and
although the amount of time spent on each activity varied from one mother to the next, an
RCT design effectively treats the intervention as if it were a single homogenous service. It is
debatable whether a clinical trial that prescribed patients with a variable cocktail of drugs
would be considered valid, and this is really no different. Even if it were valid, this approach
is unable to address questions about the appropriate mix or timing of activities without a
number of sub-group analyses, requiring a larger sample size.

As it stands, the evaluation suggests that the support scheme was not cost-effective. Carried out
differently, however, another evaluation might have reached a different conclusion. Had
outcomes important to mothers been determined, perhaps using qualitative assessment before or
during the trial, ‘hidden’ benefits of the intervention that would explain the positive reaction to
the scheme may have been discovered. In addition, a more flexible design with a longer-term
focus that allowed the scheme to evolve (e.g. by allowing the support to be extended or phased
out gradually) may have been of benefit.
These issues are not criticisms of RCTs per se, but of the relatively rigid nature of scientific trials
as commonly designed in the healthcare field. Traditional RCT designs do not provide much
information on how or why an intervention is working, nor are they particularly helpful in
identifying ways to improve or build upon the success of a particular scheme. They are more
suited for carrying out a summative evaluation of defined and established interventions. These
weaknesses do not preclude the use of (more flexible) experimental designs, since an unbiased
sample should always be an important goal. There is no doubt, however, that the cost of large
RCTs would preclude the possibility of testing an intervention every time it evolved in some
significant way, thus, other designs are likely to be more important in earlier stages of
development.
Evaluators should be aware of the potential pitfalls of following a ‘traditional’ RCT model and
be open to the additional benefits that can be gained from pragmatism and extensions to the
model such as qualitative analysis, pre-trial testing and pilot studies. Social welfare programmes,
as discussed in section 2, tend to be complex, supporting a wide range of people with a spread of
individual needs and circumstances that may influence outcomes. In order for an RCT type
design to be usefully employed, such variations must be explored in sub-group analyses or
controlled for in multivariate regression analyses, often requiring a greater data collection burden
and larger sample sizes than would be the case where variation is more limited.
There are, in addition, some genuine obstacles to RCTs in the social welfare field that may on
occasion preclude such designs, and a greater understanding of these obstacles may help to
overcome them:
•

Ethical concerns – Since randomisation involves denying treatment to some participants,
concerns are often expressed about the ethics of randomisation, a debate that will be familiar
to many health economists (e.g. Hafner & an der Heiden, 1991; Williams, 1992). In defence,
there is nothing unethical about restricting services to one group of people, where the impact
of that service is as yet unproven, and indeed may be harmful. RCTs thus tend to be used to
evaluate new interventions that people would not necessarily have access to in the absence of
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an evaluation. However, there are situations where ethical concerns may result in a decision
not to randomise. For example, where treatment is for a life-threatening condition or where
services require considerable motivation, such as self-help initiatives (Brewin & Bradley,
1989; Bagenal et al, 1990; Sheard, 1990). In the social welfare field, ethical objections to
randomisation will often be for reasons of safety. One example is local authority care and
accommodation where it would undoubtedly be unethical to randomly allocate a young
person to return home to their birth parents if that young person had been removed from the
home due to serious neglect.
•

Practical problems – Evaluators may not be in a position to decide who does and who does
not receive a particular treatment. Service providers may put other priorities ahead of
evaluation; for example, they may want to target their services at potential clients who they
think will benefit most, rather than use random assignment. On occasion, national policies
are implemented untested and country-wide, such as the new arrangements for young people
leaving care (Department of Health, 1999), making it impossible to construct a comparison
group who are not affected by the intervention.

•

Cost - A well-conducted RCT can be expensive and the necessary resources required may not
be available. Social welfare research, being more focussed on qualitative sampling and
without the push for sample sizes capable of producing statistical significance, may be less
expensive than scientific RCTs. Thus, to encourage RCT designs requires the understanding
of research funding bodies perhaps more familiar with less resource intensive designs, as
well as the understanding of the evaluators themselves. Of course, relatively small and cheap
RCTs can be carried out, but they may only be able to pick up relatively large differences in
outcomes and the scope for sub-group analysis will be more limited.

Non-randomised experiments
Non-randomised experiments are an attempt to approximate RCTs in situations where
randomisation is not feasible or is inappropriate for some of the reasons already discussed. They
share many of the same characteristics as RCTs, but with some important differences. Because
service users are not randomly assigned to different treatment groups, there is a danger that the
results will be biased, threatening the validity of an evaluation. The potential for bias depends on
how participants are allocated to different interventions. In non-randomised experiments,
participants may be offered the intervention that is considered to be most appropriate to their
individual needs. In this case, outcomes would be expected to be greater than for a random
sample of the target population. Alternatively, those perceived to be most in need may be
allocated to the ‘experimental’ intervention and thus their outcomes may be expected to be
worse. In some cases, service users volunteer or self-refer for particular interventions. Again, we
might expect those who stand to benefit most from an intervention and/or those who are more
enthusiastic or motivated to be more likely to volunteer.
Some non-randomised experiments involve a straight comparison between an intervention group
and a comparison group. Quasi-experiments, on the other hand, seek to minimise any potential
bias by controlling for known differences between groups. The most straightforward approach is
to ‘match’ the groups in terms of their socio-demographic and other characteristics that are
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expected to influence outcomes. A more sophisticated approach is to use statistical analysis to
adjust for differences in the characteristics of the groups. Whilst some adjustment is better than
none, quasi-experiments can only control for observable differences between the intervention
and comparison groups. Some important differences may not be controlled for, if they are
difficult to identify or measure and, in any case, there may be a limit to the number of
characteristics that can be controlled for because of sample size.
An evaluation of on-site physiotherapy illustrates the potential problems inherent in nonrandomised experiments (Hackett et al, 1993). Costs and outcomes were compared across three
rural practices, each of which operated a different referral system (on-site physiotherapy, access
to physiotherapy at a local hospital or referral to orthopaedic consultants). Patients could not be
randomly assigned because the referral system was determined by the practice attended, but the
practices were chosen because the demographic profile of their patients and the prevalence rates
for joint and soft tissue injuries were shown to be similar. Thus, it was effectively a quasiexperiment, based on matched controls. The study showed that at the on-site physiotherapy
practice, patients were treated more quickly, spent less time off work, had fewer financial costs,
and fewer prescriptions. However, referral rates were much higher at this practice. One possible
explanation is that patients were being treated for more minor injuries. The authors offered an
alternative explanation, but there is still at least potential for bias in the results.
In the healthcare field, non-randomised experiments are generally seen by economists as a
second-best alternative to RCTs because the results are more likely to be biased. What is often
not discussed is whether second best is good enough. In other words, are the results of a nonrandomised experiment likely to be sufficiently valid to base decisions about resource allocation
upon? This depends on the scope for bias, how far this can be controlled and whether the
resulting bias is large relative to the expected effects of the intervention being evaluated.
In the social welfare field, non-randomised experiments are often considered to be a good
compromise without proper consideration of the issues. In the case of welfare-to-work, some
commentators have argued that the results of quasi-experiments are generally unreliable and can
be misleading (e.g. Lalonde, 1986). Some of the potential sources of bias are unobservable and,
therefore, cannot be controlled for (e.g. the motivation of participants). On top of this, these
schemes tend to have relatively low-level effects, so small amounts of bias can affect the results
significantly. Where evaluations are based on a straight comparison between an intervention
group and a control group, evaluators need to be more aware of potential bias and, where
possible, efforts should be made to reduce this bias, by careful matching. Economic evaluations
in the healthcare field often include a discussion of possible sources of bias and the same practice
could usefully be followed in other areas of social welfare.
Modelling
Modelling can be a useful tool for evaluators. All models involve a set of inputs and assumptions
and a more or less complex process for generating outputs. At its simplest, a model may be used
to test the sensitivity of the results to changes in key parameters (e.g. medication compliance
rates). More complex decision-analysis models can involve simulating medical histories for
synthetic cohorts of patients and estimating intervention costs and outcomes under various
treatment strategies (Sculpher et al, 2000). Models are used in a range of situations:
18

First Aid: Lessons in Health Economics for Economic Evaluation in Social Welfare

•

As a scoping exercise to help determine which variables are likely to be of greatest
importance and should be given most attention in designing an RCT.

•

To generalise the results of an evaluation, either from trials to regular practice (e.g.
adjustment for non-compliance) or from place to place (e.g. adjustment for differences in
referral rates or unit costs).

•

To extrapolate beyond data on intermediate outcomes in order to estimate final outcomes
(e.g. life expectancy based on reduced short-term mortality or morbidity) or to extrapolate
beyond the time period covered by an evaluation.

•

To combine data from a range of different sources within a uniform framework. For example,
the Stroke Prevention Policy Model combined RCT data on short-term clinical outcomes
with observational data used to extrapolate life-expectancy, preference surveys to adjust for
quality-of-life, and administrative data on the use of services by patients in different
conditions (Matchar et al, 1997).

Modelling is an important element of many economic evaluations in healthcare and is often used
to complement other methodologies. It has the advantage of flexibility and is particularly useful
as a way of overcoming some of the limitations of RCTs, helping to extrapolate longer-term
outcomes and generalise the results to other settings. But, the outputs of a model are only as
good as the quality of the inputs, so models are not a substitute for a lack of data, although they
can help to make the best use of the data available (Sculpher et al, 2000). In many areas of social
welfare, the scope for modelling will be constrained by lack of data. In these situations, a
different approach is needed.
Qualitative methods
Qualitative research covers a wide range of techniques, including in-depth interviews, focus and
consensus groups, and case studies. Unlike the methods discussed above, the aim is not to
provide quantified answers, but to focus on the meanings, experiences, views and motivations of
participants. As such, qualitative research is useful for addressing a different set of evaluation
questions: not how many “X”s, but what is “X”, how does “X” vary in different situations and
why? As one commentator put it, “Healthcare [and other social welfare services] deals with
people and people are, on the whole, more complex than the subjects of natural science. There
are a whole set of questions about human interaction and how people interpret interaction which
experimental and other quantitative methods are less suited to answer.” (Pope and Mays, 1995)
There are a number of ways in which qualitative methods can be used to complement
quantitative approaches to evaluation:
•

As a preliminary step to help determine the scope and design of a quantitative study (e.g.
identifying outcomes of interest or the best way of measuring them).
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•

Helping to interpret the results of quantitative studies (e.g. why certain outcomes are
observed) or to assess the process of evaluation (i.e. whether a programme is being delivered
in the way it is intended to be).

•

As a substitute for quantitative evaluation in areas that are less amenable to quantitative
research (e.g. organisational change).

At present, qualitative research methods are not widely used by economists in the healthcare
field. One of the reasons, other than lack of familiarity, is a concern about the scientific rigour of
these methods. This results in part from a misunderstanding about the purpose of qualitative
research. The aim is not to generate statistically significant results, but to explore themes,
patterns, and associations within a richer and more diverse data set. Where a quantitative
researcher would attempt to show causality by looking for statistical correlations between
variables, a qualitative researcher would look for explanations within a qualitative dataset.
Used appropriately, qualitative research can help to address some of the shortcomings of RCTs
and other quantitative approaches highlighted in our critique of the postnatal support service. For
example, qualitative research could have been used to help identify those outcomes important to
mothers and to ensure their validity and comprehensiveness. It could also have been used to
understand how the service affected mothers beyond the intervention period. For example, was it
the case that supported mothers felt less able to cope when the support was withdrawn? Finally,
it could have been used to explore ways of improving the effectiveness by assessing whether
some elements of the service were valued more highly than others or exploring why some
mothers declined the service.

Concluding remarks
Throughout this paper a spectrum of complexity in interventions has been implied. Although we
do not argue that healthcare interventions are ‘simple’ whilst other social welfare interventions
are ‘complex’, it is reasonable to suggest that many social welfare interventions demonstrate a
level of complexity that is reached by few healthcare services.
The problems that may be encountered when applying ‘traditional’ economic evaluation
techniques, highlighted in this paper, are by no means exclusive to areas of social welfare other
than healthcare. Indeed, within healthcare, rigid reliance on randomised designs, quantitative
data and statistical validity is noticeably more common in relatively standardised and
homogeneous areas of healthcare, such as surgery and pharmaceuticals, demonstrating the
relative ease of scientific evaluation in some areas as compared to others. But the difficulties are
likely to be more extensive in the broader field of social welfare, so perhaps it is no surprise that
alternative methodologies are more heavily relied upon in these areas.
This is no reason for techniques preferred by health economists to be dismissed. There are very
strong arguments for randomisation and demonstration of statistical significance in evaluations,
which are not exclusive to the healthcare field. All evaluations should aim to provide answers in
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which we can have confidence and the likelihood of this will be increased through attention to
unbiased sampling, appropriate outcome measures, generalisability and statistical significance.
The lesson to be drawn from this paper is that efforts need to be made to ensure greater scientific
validity of evaluations, whilst recognising that the complexity of many social welfare
interventions may require greater attention to the details of trial design and modifications or
additions to the ‘conventional’ model. Although movements away from the ‘ideal’ will
undoubtedly have a negative impact upon the internal validity of results, this must be balanced
against the likelihood of meaningless results from the imposition of rigid scientific techniques
that are inappropriate, given the nature of the interventions under evaluation.
In general, the more complex an intervention, the more likely it is that an experimental approach
to economic evaluation will not be sufficient on its own. There is a greater role for qualitative
research methods, in particular, in helping to address many of the limitations of experimental
approaches; for example to check the appropriateness of outcome measures or to corroborate the
findings from the quantitative analysis. The results of economic evaluations also need to be
presented and interpreted more carefully than is often the case, acknowledging weaknesses in the
study design and exploring potential biases that may result. Furthermore, greater attention to how
and why programmes work can help strengthen the validity of a study, by specifying the links
between the intervention and observed outcomes, and improve generalisability through a better
understanding of the context in which a particular intervention is likely to be effective.
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