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Outcome Valuation Methodology for SIPPRA

 Outcome payments to eligible projects are made based on two conditions
* Savings to the federal, state, or local government are positive
* Net benefits from the intervention are positive.

 Qutcome payments are less than or equal to the “value to the federal government”
which in the FY24 NOFA is the estimated net benefits of the intervention as calculated
through a benefit-cost analysis.



Outcome Payment Process

Model Specification

» Specification allows for

the identification of the Outcome Valuation

treatment effect with e Calculate the impacts of
sufficient statistical power the of estimated

to distinguish estimates treatment effect using
from noise. benefit-cost analysis (BCA)

Estimation Outcome Payment

* Input: Data e Less than or equal to

e Output: Estimate of the estimated net benefits
treatment effect using derived from BCA.

experimental or quasi-
experimental methods



What is BCA?

BCA is a systematic process for identifying, quantifying, and comparing expected benefits
and costs of a potential project, policy, or action.

* In the case of SIPPRA projects, benefits and costs accrue to individuals (e.g., targets of the
interventions, third parties, taxpayers, etc.).

* Benefits and costs are reported in a common measure, in this case dollars.

BCA should rely on rigorous research and sound economic analysis.

 The application reviewers will assess the soundness of the BCA estimates as a factor in application
scores.

* When in doubt, consult SIPPRA BCA materials in the NOFA.
* Then consult OMB Circulars A-4 and A-94.



BCA Steps

1. Demonstrate savings to the federal, state, or local government.

2. Assess the costs and benefits from the intervention’s effect on the “target” population
for each time period.

3. Assess external costs and benefits.
4. Sum costs and benefits by time period.

5. Appropriately account for inflation and sum across time periods. This yields the net
benefits for the intervention.



BCA Example: Work Training Program

Alabama work training program

 Hypothetical example: the specific assumptions, costs, benefits, and data used in this example are
not prescriptive for all SIPPRA applications.

* Goal: Increase earnings of low-income individuals.

* Target Population: Young, single adults earning minimum wage and working full time.
* 400 participants: 200 treated (randomly assigned), 200 untreated.

* Treatment: one hour per week workplace skills training for 45 weeks.
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Translating the treatment effect into dollars

Wages grow by inflation

2080 hours X $7.25 per hour

Year 3

Control Group

$15,080.00

After-tax (before EITC) $13,239.38
Taxes Paid (Federal-Personal) $1,276.62
Taxes Paid (State-Personal) $564.00
$196.00

$2,496.00

$15,080.00

13,239.38

Taxes Paid (Federal-Personal) $1,276.62
Taxes Paid (State-Personal) $564.00
$196.0¢

Outcome Target: increase in
Income Per Treated
Individual

$15,418.67 $15,766.53 $16,118.98
} $13,833.46 $14,138.46
$1,334.74 $1,364.58

$598.33 $615.95

$204.92 $209.50

$2,609.63 $2,667.97

$19,674.07 $20,113.88
16,855.95 17,228.51
$2,024.42 $2,069.68
$793.70 $815.69
$0.00 $0.00
$0.00 $0.00

\

$3,821.33 $3,907.55 $3,994.90

$16,480.62
$14,451.40
$1,395.19
$634.03
$214.20
$2,727.83

$20,565.15
17,610.78
$2,116.11
$838.26
$0.00
$0.00

$4,084.53

$16,851.45
$14,772.29
$1,426.58
$652.57
$219.02
$2,789.21

$21,027.88
18,002.76
$2,163.73
$861.39
$0.00
$0.00

$4,176.43

$17,231.45
$15,101.13
$1,458.75
$671.57
$223.96
$2,852.10

$21,502.07
18,404.44
$2,212.52
$885.10
$0.00
$0.00

$4,270.61

$17,620.63
$15,437.89
$1,491.70
$691.03
$229.02
$2,916.52

$21,987.69
18,815.82
$2,262.49
$909.38
$0.00
$0.00

$4,267.07

$18,014.38
$15,778.63
$1,525.03
$710.72
$234.14
$2,981.69

$22,479.04
19,232.04
$2,313.05
$933.95
$0.00
$0.00

$4,464.65

$18,421.88
$16,131.26
$1,559.53
$731.09
$239.44

$4,565.65


https://4,565.65
https://4,464.65
https://4,367.07
https://4,270.61
https://4,176.43
https://4,084.53
https://3,994.90
https://3,907.55
https://3,821.33
https://19,240.00-$15,418.67=$3821.33

Step 1: Demonstrate savings to the federal, state, or local
government

Change in Expenditures

Year 1l Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year9 Year 10 All Years
Change in EITC (Federal) S0.00 -$40,080.35 -S40,984.60 -$41,900.80 -542,840.88 -$43,804.83 -$44,792.64 -S45,804.28 -$46,8327.84 -547,887.13| -$394,923.34
Change in SNAP (Federal) $0.00 -$510,410.98 -$521,926.35 -$533,593.85 -$545,565.51 -$557,841.12 -$570,420.50 -$583,303.47 -$596,338.18 -$609,827.89| -$5,029,227.86

Program Costs (State) $27,000.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $27,000.00
State Savings Total -$27,000.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 -$27,000.00
Federal Savings Total $0.00 $550,491.33 $562,910.95 $575,494.65 $588,406.39 $601,645.95 $615,213.14 $629,107.75 $643,166.02 $657,715.02| $5,424,151.20
Savings (All Levels) -$27,000.00 $550,491.33 $562,910.95 $575,494.65 $588,406.39 $601,645.95 $615,213.14 $629,107.75 $643,166.02 $657,715.02| $5,397,151.20




Step 2: Assess costs and benefits from the intervention’s effect on
the ‘target’ population for each time period.

Per-Treated-Person Costs & Benefits
Year 1l Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year9 Year 10

Change in after-
tax income

$0.00 $2,955.80 $3,022.49 $3,090.06 $3,159.38 $3,230.47 $3,303.32 $3,377.92 S$3,453.41 $3,531.53

Change in EITC S0.00 -$200.40 -$S204.92 -5209.50 -$214.20 -S219.02 -$223.96 -S229.02 -$234.14 -S239.44
Change in SNAP S0.00 -$2,552.05 -$2,609.63 -$2,667.97 -$2,727.83 -52,789.21 -$2,852.10 -52,916.52 -$2,981.69 -53,049.14
Value of Time

) . -$286.43 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
Spent in Training



https://3,049.14
https://2,981.69
https://2,916.52
https://2,852.10
https://2,789.21
https://2,727.83
https://2,667.97
https://2,609.63
https://2,552.05

Step 2: Assess costs and benefits from the intervention’s effect on
the ‘target’ population for each time period.

Change in EITC

Change in SNAP

Change in Federal Revenue
Change in State Revenue

Program Costs

Per-Treated-Person Costs & Benefits to Taxpayers
Year 1l Year 2 Year 3 Year4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
Benefits
S0.00 S$200.40 S$204.92 S$209.50 S$214.20 S$219.02 S$223.96 $229.02 S234.14 $239.44
$0.00 $2,552.05 $2,609.63 $2,667.97 $2,727.83 $2,789.21 $2,852.10 $2,916.52 $2,981.69 $3,049.14

S0.00 $674.47 S$689.68 $705.10 $720.92 $737.14 S753.76 $770.79 $788.01 $805.84
$0.00 $191.07 $195.38 $199.75 $204.23 $208.82 $213.53 $218.35 $223.23 $228.28

-$135.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00



Step 3: Assess external costs and benefits

 Some policies may have effects beyond those on the
target population.

A program that increases car affordability for low-income
households may increase traffic (negative externality).

e A program that increases graduation rates may reduce
criminal activity (positive externality).

—* N this example, there are no significant externalities we
@ are considering.

e How should you scope external effects?

1. Can you demonstrate the external effect exists with rigorous
evidence?

2. Would the effect substantially change the total net benefits
if included?




Step 4: Sum costs and benefits by time period

* Benefits associated with decreases in government expenditures
and added program costs should be multiplied by the marginal $4,940.48*200=5988,095.92
value of public funds: 1.25.

Cost/Benefit Category Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Yegf'7 Year 8 Year 9 Year 10
N eosts S

Change in EITC (Cost to the Treated) $0.00 $2,552.05 -$2,609.63 -$2,667.97 -$2,727.83 -$2,789.21 -$2,852.10 -$2,916.52 -$2,981.69 -$3,049.14

Change in SNAP (Cost to the Treated) $0.00 $200.40 -$204.92 -$209.50 -$214.20 -$219.02 -$223.96 -$229.02 -$234.14 -$239.44

Value of Time Spent in Training (Cost to

the Treated

Program Costs (Cost to Taxpayers) -$135.00 $0.00 $0.00 $0.00 $0.00
- Benefits

-$286.43 0.00 $0.00 $0.00 $0.00 . $0.00 $0.00 $0.00 $0.00

Change in Federal Revenue (Benefit to
Taxpayer)

Change in State Revenue (Benefit to
Taxpayer)

Change in EITC (Benefit to Taxpayer) $0.00 $200.40 $204.92 $209.50 $219.02 $223.96 $229.02 $234.14
Change in SNAP (Benefit to Taxpayer) $0.00 $2,552.05 $2,609.63 $2,667.97 $2,789.21 $2,852.10 $2,916.52 $2,981.69
Change in after-tax income (Benefit to
the Treated)

$0.00 $674.47 $689.68 $705.10 $720.92 $737.14 $753.76 $770.79 $788.01

$0.00 $191.07 $195.38 $199.75 $204.23 $208.82 $213.53 $218.35 $223.23

$0.00 $2,955.80 3,022.49 $3,090.06 $3,230.47 $3,303.32 $3,377.92 $3,453.41 $3,531.53

A

Net Benefits
Net Benefits Per Treated Individual -$455.18 $4,725.83 $4,832.45 $4,940.48 ' $5,051.32 S5,164.98 $5,281.45 $5,400.73 $5,521.42 $5,646.32
Total Net Benefits -$91,035.78 $945,166.45 $966,490.33 $988,095.92 | $1,010,264.74 $1,032,996.42 $1,056,290.60 $1,080,146.96 $1,104,284.32 $1,129,264.23



https://3,049.14
https://2,981.69
https://2,916.52
https://2,852.10
https://2,789.21
https://2,727.83
https://2,667.97
https://2,609.63
https://2,552.05
https://4,940.48*200=$988,095.92

Step 5: Appropriately account for inflation and sum across periods

; . Ind -
Inflation Adjustment Factor; ————reart

Indexpgse year

Net Benefits in Year 10 Dollars
Cost/Benefit Category Year4 Year5 Year 6 Year7 Year 8 Year9

Net Benefits Per Treated Individual -$558.59 $5,669.23 $5,666.34 $5,663.51 $5,660.66 $5,657.80 $5,654.92 $5,652.03 $5,649.21
Total Net Benefits -$111,717.81  $1,133,845.97 $1,133,268.84 $1,132,702.51 $1,132,132.34 $1,131,559.16 $1,130,983.76 $1,130,406.86 $1,129,842.38 $1,129,264.23

IndexYear i = 313.3Year 1

Indexpgse year 384.6year 10

Year 10
S$5,646.32

$50,361.44
$10,072,288.25



Reminders

e Savings must be positive (at some level of government) for the
application to be approved.

 More precision and better estimates will result in higher
application scores.

* Outcomes may be measured for less than 10 years even if net
benefits are claimed for the full 10 years.

* The scope of costs and benefits included in the BCA should be
limited by:
 The quality of the causal evidence supporting the claim that those costs and
benefits will result from the program.

» The magnitude by which those costs and benefits affect the final estimated net
benefits calculation.
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