Economic Evaluation Example
This example illustrates the method of economic evaluation of a project.  It is conducted with the benefit of hindsight.  Typically the findings will be used to judge whether a pilot project has been as successful as an initial appraisal had suggested.  If the findings are positive then the project might be implemented in other settings since it is now regarded as tried and tested.
Economic Evaluation of the Cycle Theft Prevention Project
The project outlined in our Appraisal example has now been piloted.  The cameras have been installed and operated and evidence has been collected about the impact on cycle theft trends.  This has established that the expected 10% reduction in the number of thefts has been exceeded at the intervention sites
.  This confirms that the intervention is effective.  By this we would normally mean that there is evidence of a statistically significant reduction in the volume of thefts where the intervention is deployed. 

To go further and argue that the benefits are sufficient to justify the costs of the intervention we need to check out the estimates of project costs with the expenditure incurred in practice. 

It turned out that the costs of repairing the cameras following attacks by vandals and of monitoring footage from the cameras were higher than originally forecast and the operating budget had to be increased from €10,000 in the first year to €12,000 in each of the four subsequent years.

A revised version of the Table prepared for the initial Appraisal can now be constructed.  The cost and crime reduction outcomes are substituted for the estimates on which the appraisal was based.  The revised calculations are set out in Table 1.  This demonstrates that despite costs being  somewhat higher than expected the benefits also have exceeded expectations.  The net result is that the experiment is judged a success, since the PV of benefits exceeds the PV of costs.  

Implications

The policy implication is that the pilot project has suggested that there are grounds for supposing the cycle theft reduction scheme to be effective and cost-justified.  

In broader terms we have shown how an economic evaluation is carried out.  We have also illustrated the relationship between a forward-looking appraisal and an after-the-event evaluation. 

Practical guidance

These kinds of example can be misleading.  There are many complications in conducting appraisals and economic evaluations in practice.  For further discussion see Swaray et al (2005).:  

Table 1
Economic Evaluation of cycle theft reduction project

	Year
	Costs

€
	Present Value (PV) of costs

€
	Theft reduction

(volume)
	Value of reduction

€
	PV of theft reduction

€

	1
	30,000
	29,524
	42
	16,800
	16,000

	2
	12,000
	10,884
	45
	18,000
	16,327

	3
	12,000
	10,366
	43
	17,200
	14.858

	4
	12,000
	9,872
	45
	18,000
	14,809

	5
	12,000
	9,402
	45
	18,000
	14,103

	
	
	PV of costs: €70,049
	
	
	PV of benefits:

€76,097
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� We are skipping over the important issues of designing experiments which have the statistical power to produce such findings. The feasibility of such designs remains a contested issue in the criminal justice field, although would not be regarded by most economists as likely to be a binding constraint.  





