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The Cost of Inaction

e An approach to economic evaluation developed by the
Francois-Xavier Bagnoud Center for Health and Human Rights *

e Economic evaluations typically focus on the constitutive
benefits of an action

e The COI approach, however, goes beyond these and
emphasizes the importance of consequential benefits of an
action.

e Taking account of the consequential benefits may well
Increase the magnitude of total benefits of an action, and
hence its desirability.
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Presentation Notes
Economic evaluations typically focus on the costs of an action, and on what we call here the constitutive benefits of an action. Constitutive benefits are the direct positive benefits that characterize an action. For a healthcare intervention, the constitutive benefit is improved health; for an intervention to improve access to school, it is the educational gains that result. It is, of course, important to consider the costs and constitutive benefits of an action in deciding whether to implement it. The COI approach, however, goes beyond these and emphasizes the importance of including also the consequential benefits of an action. The consequential benefits of an action are the benefits that result from the negative consequences avoided by the action. For example, if a healthcare intervention is not implemented, the continued ill-health of children may lead them to drop out of school, and thus to lower educational attainments. Dropping out of school may lead to increased risk behaviors (such as crime) and a host of other negative consequences. Taking account of the benefit of avoiding these consequences may well increase the magnitude of total benefits of an action, and hence its acceptability.


The Cost of Inaction

eThe approach allows for the consideration of benefits In
non-monetary or even non-quantitative terms.

¢ |n many instances a monetary value cannot be placed on
benefits, at least not without making dubious value
judgments.

¢ The quantifiable benefits can be presented in the form of a
vector whose components are recorded in different units,
and the non-quantifiable benefits can be presented
separately.
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Presentation Notes
The COI approach proposes that actions should be evaluated, net of their costs, in terms of both their constitutive and consequential benefits. Rather than requiring every benefit to be quantified in monetary terms when it is included in the analysis, the approach allows for the consideration of benefits in non-monetary or even non-quantitative terms. The approach recognizes that in many instances a monetary value cannot be placed on benefits, at least not without making dubious value judgments. Rather than make these judgments, the quantifiable benefits can be presented in the form of a vector whose components are recorded in different units, and the non-quantifiable benefits can be presented separately. The question of whether the benefits are worth the cost can be examined after such a full description.


The Cost of Inaction

e Many consequential benefits are often determined by what
other actions are, or are not, being undertaken.

e The COI approach identifies complementary actions that
remove constraints or jointly lead to greater benefits than
the sum of the benefits of each one considered separately.

e |f the net benefit is likely to be greater for a set of actions
than a single action, then that set of actions should be used
as the appropriate counterfactual.
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By specifically considering the consequential benefits of an action, the COI approach draws attention to the context in which the action occurs. Many consequential benefits are determined by what other actions are, or are not, being undertaken. The idea is not simply to evaluate a single action in isolation, but to identify complementary actions that remove constraints or jointly lead to greater benefits than the sum of the benefits of each one considered separately. If the net benefit (i.e. benefits minus costs) is likely to be greater for a set of actions than a single action, then that set of actions should be used as the appropriate counterfactual.


Strengthening the Education Syste
In Angola

As a result of the 27-year civil war, and high rates of income
poverty, many children find it difficult to access education,
healthcare and other basic services.

¢ |n 2009, 34.2% of students lived beyond a 1.24-mile radius from a
school

o 24.1% of student in urban areas
o A45.4% of students in rural areas

e 10 percent of children in Angola do not even enroll in grade 1 of
primary school

e Alarge percentage of those who do enroll drop out before
completing primary school

e Utilization is restricted in part because of infrastructure
limitations which create obstacles for families including high
transportation costs to access services; high fees for service also
affect utilization.




Strengthening the Education Syste
In Angola

¢ |n 2009, only 9% of children aged 3 to 5 years were
enrolled in an organized preschool program.

e |n 2001, only 56% of children of primary-school age were
attending school and just 20% of children aged 12-17 were in
secondary school.

e The government reported that the gross primary-school
enrollment rate in 2003 was 91.1%.

e UNICEF estimates that gross enrollment was more than
140% in 2011, but that net enrollment is still well below
100%.
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Data on net enrollment are limited, but recent data on gross enrollment suggest that the situation has started to improve since the end of the war in 2002.
A less than 100% enrollment of 6-year olds into grade 1 of primary school and high dropout rates imply that many children have no, or limited, exposure to the school system. 


Strengthening the Education Syste
In Angola

e The intervention we identify as a response to this serious
shortcoming is a set of complementary actions to increase
enrollment in both primary and secondary schools over a
20-year period from 2012 to 2031.

|

e The set of SES actions involves:
building new schools as part of a public works program;

training and deploying teachers to provide ECD, primary and
secondary education;

and developing and teaching school curricula that include
life-skills education and HIV/AIDS prevention.
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SES begins by increasing enrollment in both ECD and grade 1 of primary school.  Of the population of children served, 50% are assumed to enroll in ECD and go on to grade 1, and 50% to wait one year and enroll directly into grade 1.  Both groups of children are provided primary and secondary schooling through SES.  
As SES expands in scale (more schools are built and teachers are trained) the enrollment of children will increase.  By 2031 SES will have increased national primary-school enrollment by 9 percentage points, and national secondary-school enrollment by 4 percentage points. 


Strengthening the Education Syste
In Angola

Constitutive benefits

e Between 2012 and 2031 SES would (if implemented) result in
a total of 1.8 million more children being enrolled in grade 1.

e By 2031 almost 1 million of these children will complete
primary school.

e Of those who complete primary school,
e 185,000 will graduate from secondary school;
e 615,000 will still be in secondary school in 2031;
e and 200,000 will drop out before completing secondary school.




Strengthening the Education Syste
In Angola

Consequential benefits
11,000 fewer future maternal deaths among them,
240,000 fewer under-five deaths of their children,
and a 40% reduction in TFR among the women served.

Over a 30-year period after completion of their education,
the present value of increased incomes of SES participants, at
a discount rate of 3% per annum, is US$4.9 billion.

The present value of the costs of implementing SES during
2012-31 is US$3.0 bhillion.
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Over a 30-year period after completion of their education, the present value of increased incomes of SES participants, at a discount rate of 3% per annum, is US$4.9 billion. The present value of the costs of implementing SES during 2012-31 is US$3.0 billion. Hence the net present value of increased future incomes of participants is US$1.9 billion.
The substantial benefits of SES taken together – in terms of education, under-five and maternal mortality, fertility, and increased incomes – suggest that the intervention, although requiring considerable financial resources, is worthwhile.  From our review of Angola’s economy and fiscal position, the country appears to have the necessary resources to implement this important intervention. 


Expanded secondary schooling In
Rwanda

In an effort to reach the UN Millennium Development Goals
and the targets set in Vision 2020, the government has
prioritized universal primary education.

e Between 2001 and 2005, net primary-school enroliment

increased from 75% to 87% among girls and from 73% to 84%
among boys.

Given such progress, the World Bank has indicated that
Rwanda is on track to achieve the MDG for universal primary
education (MDG2).

This in turn is leading to greater demand for secondary-
school places. But if the supply of secondary-school places is
not increased, the proportion of primary-school graduates
who can attend secondary school will decline.
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In an effort to reach the UN Millennium Development Goals and the targets set in Vision 2020, the government has prioritized universal primary education. Between 2001 and 2005, net primary-school enrollment increased from 75% to 87% among girls and from 73% to 84% among boys. Given such progress, the World Bank has indicated that Rwanda is on track to achieve the MDG for universal primary education (MDG2).

This in turn is leading to greater demand for secondary-school places.

But if the supply of secondary-school places is not increased, the proportion of primary-school graduates who can attend secondary school will decline.

Education is critical to the development of children.  If children are denied the chance to attend school, their probability of engaging in risk behaviors and facing a life of poverty is higher. For children affected by HIV/AIDS or poverty at home, schools can provide a degree of security and stability.  Moreover, education can improve children’s health in the short- and long-term.  For example, educated individuals are more likely to understand how HIV is spread and how AIDS can be treated.  Such understanding may lead to a reduction in risky sexual behaviors and improved adherence to HIV/AIDS treatments such as antiretrovirals. 


Expanded secondary schooling In
Rwanda

The expanded secondary schooling (ESS) intervention
Increases the supply of secondary-school places by an
amount which allows the transition rate from primary
to secondary school to be maintained at its current
level.

To meet the extra demand for secondary education
between 2012 and 2031 would require:

¢ the construction of 1,000 additional secondary schools

¢ the training of 130,000 additional secondary-school
teachers

The present value of the total costs of ESS during 2012-31
discounted at 3% per annum is US$2.1 billion.
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The government has begun to implement measures to expand access to secondary education. For the purposes of this case study, we assume that all the government’s planned expansions of secondary education will be implemented by 2012.  Against this baseline we examine an intervention that expands access beyond the government’s targets.  We are uncertain what the government is proposing to do after 2012, but this intervention will certainly exploit the gains that have been achieved in primary-school enrollment in Rwanda. The government itself is likely to increase the provision of secondary education after 2012, and could thus pick up some of the net benefits of the intervention described below. The ESS intervention aims to increase the number of students enrolling in and completing secondary school by expanding the supply of secondary-school places over the next 20 years from 2012 to 2031.  As mentioned earlier, despite the improvement in primary-school enrollment the transition to secondary school remains a problem.

ESS will expand the supply of secondary-school places to the level required to meet the demand arising from increased numbers of primary-school graduates.  If transition rates from primary to secondary school remain at their current levels, the additional demand for secondary-school places will necessitate the construction of many more schools and the training of many more teachers than is currently planned in the government’s Education Sector Strategy Plan 2008-2012.  Between 2012 and 2031, ESS involves the construction of 1,000 secondary schools and the training and deployment of 130,000 secondary-school teachers.  The construction of these schools and the training and deployment of these teachers are part of the set of complementary actions examined in this study.


Expanded secondary schooling In
Rwanda

constitutive benefits

e QOver the period 2012-31, ESS would lead to an annual
average of 450,000 additional children being enrolled
In secondary school, i.e. an average increase in the
enrollment rate over the period of 28 percentage
points.

e The increased enrollment would lead to 1.7 million
additional children completing secondary school,
assuming that 2012 Education Sector Strategic Plan
(ESSP) targets relating to drop-out and repetition rates
are achieved and continue to be met during 2012-31.




Expanded secondary schooling In
Rwanda

Consequential benefits

e a present value of increased future incomes discounted *
at 3% per annum of US$6.0 billion |

e 154 000 fewer under-five and 9,000 fewer maternal
deaths in the future

e a 33% decrease In Total Fertility Rate

In addition to the quantified benefits there are several
non-quantified consequential benefits:

e reduction in HIV/AIDS risk behavior and incidence
e improved health outcomes.
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This case study emphasizes the importance of not only increasing secondary-school enrollment but also reducing drop-out and repetition rates.  If the drop-out and repetition rate targets of ESSP are not met, then the benefits of ESS will be much reduced.  For example, if drop-out and repetition rates continue at 2007 levels (latest available data), the present value of increased future incomes will be reduced from US$6.0 billion to US$3.6 billion.

The Government of Rwanda formulates impressive plans on various social fronts.  However, it cannot be assumed that such plans are being implemented because they are included in a published government document.  There is need for regular monitoring and evaluation of proposed government actions, including those relating to drop-out and repetition rates in ESSP. 


In Summary

e Framework to support the evaluation of responses to inactio

e The COIl approach goes beyond constitutive benefits of an
action and emphasizes the importance of consequential benefits
of an action. '

e COI framework can be applied as a measurement tool in the
context of children outside the home; an extremely vulnerable
subset of the population
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The COI approach provides a framework to support the evaluation of responses to inaction.  It does not mechanically lead to a ranking of actions.  Instead, it offers a method for marshalling the evidence which can then support a transparent discussion of priority setting. Difficult decisions have to be made by policy makers in allocating resources.  There is no mechanical formula which can decide what should be done.  Value judgments have to be made.  People’s values often differ, and there should be room for debate.  The COI approach seeks to promote such discussion, not to avoid it.
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