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CBA is abouté.

Â Systematically working out opportunity cost
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The road not taken

Two roads diverged in a yellow wood,

And sorry I could not travel both

And be one traveler, long I stood

And looked down one as far as I could

To where it bent in the undergrowth;

Robert Frost The Road Not Taken



www.TheCIE.com.au5

The ówithoutô scenario

The ówithô scenario

Decision made, regulation 

introduced, project started

Measure 

this
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óShe will always carry oné

Something is lost, something is foundô

The Pretenders Hymn to Her
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Whatôs the point?

Â Make sure B > C

Â Make B ïC as large as possible

Â Need more than one alternative
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The need to make comparisons emerges in a couple of waysé 

What is the 

decision 

(choice) set?

What is the 

ôbusiness as 

usualõ 

scenario?
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Example: NBN

ÂCurrent government policy either makes usé

Â $16.1 billion better off

Â or

Â $6.1 billion worse off



www.TheCIE.com.au10

Source: Independent cost-benefit analysis of broadband and review of regulation Vol II The costs and benefits of high speed broadband



www.TheCIE.com.au11

A

B

C

D

E

In the decision set Outside the decision set
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A: $10

B: $5
D: $100

In the decision set Outside the decision set

écan afford to spend $89 to make D the best option
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A: ôA favoured 

projectõ

B: Do nothing

D: Achieves the same 

objectives as A

In the decision set Outside the decision set

éis the true choice really related to ôdo nothingõ
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Not hard to find other examples

Â FTAs

ʳ What is in the choice set?

ʳ Multilateral liberalisation?

ʳ Unilateral?

ʳ ?

Â Light rail

ʳ Light rail versus nothing?

ʳ Light rail versus another form of public transport?

ʳ Light rail versus some other form of ôcorridor developmentõ?
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ôSome projects may never come to the attention of the 

analyst because they have been ôscreened outõ for 

political reasons. This screening process may be 

perfectly efficienté.

But there may be a tendency to accept un-questioningly 

constraints imposed at lower levels of the political 

hierarchy. 

The reason for acceptance is usually that it greatly 

simplifies the problem, often eliminating complete 

directions of policy. Several writers have warned against 

this danger of over-acceptance.

The problem, however, is that once the analyst himself 

questions the constraints, he appears to be overstepping 

the bounds of his predefined function.

It is the general problem of defining the limits of advice, 

of finding the dividing line between advisor and decision-

makerõ
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Typical analysis
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Wheat varieties frequency of use

0

20

40

60

80

100

B
ag

hl
an

-0
9

D
ro

kh
sh

an
-0

8
Ch

on
te

D
ar

ul
am

an
-0

7
Ar

ia
na

-0
7

M
uq

aw
im

-0
9

So
lh

-0
2

G
ul

-9
6

La
lm

i-2
Am

u-
99

D
ay

m
a-

96
R

an
a-

9
6

La
lm

i-3
Pa

m
ir-

9
4

PB
W

-1
54

H
er

at
-9

9
R

os
ha

n-
96

La
lm

i-1
M

az
ar

-9
9

G
ho

ri-
9

6
In

ql
ab

-9
1

B
ak

ht
aw

ar
-9

2
Co

us
e

G
an

do
m

 B
ak

ht
ar

i
K

ha
w

ja
 K

af
te

r
Q

ad
ak

Sa
fid

 A
m

ric
ae

e
Sh

as
ti

At
ta

ya
M

es
ri-

1
To

kh
m

 Is
la

h 
Sh

od
a

W
FP

Ya
k 

B
ar

 S
ad

 e
 K

on
do

zi
Q

ez
el

 s
ar

Ta
nz

em
i

Su
rk

ha
H

in
di

Se
ya

h 
B

ar
ot

To
kh

m
 Z

ar
at

i
M

ak
ce

pa
k

Es
la

h 
Sh

od
eh

Za
rd

 D
an

a
N

A

Catalogued by FAO

Origin unknown

ACIAR
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Yields
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The seed varieties
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Patterns of planting and yield
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Supply shift for 10 baselines

 WIthout research With research K K' 

Case 1 Local only ACIAR only 0.375 0.343 

Case 2 Local mixed ACIAR mixed 0.280 0.256 

Case 3 Local only ACIAR + other non-ACIAR only 0.297 0.285 

Case 4 Local mixed ACIAR + other non-ACIAR mixed 0.260 0.259 

Case 5 Local only ACIAR + other non-ACIAR + ZD only 0.282 0.252 

Case 6 Local mixed ACIAR + other non-ACIAR + ZD mixed 0.248 0.227 

Case 7 Local + ZD only ACIAR only 0.346 0.331 

Case 8 Local + ZD mixed ACIAR mixed 0.242 0.241 

Case 9 Local + ZD only ACIAR + other non-ACIAR only 0.264 0.272 

Case 10 Local + ZD mixed ACIAR + other non-ACIAR mixed 0.220 0.244 
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BCRs
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Confidence

Variable Range of probabilit ies that value of selected variable 

is greater than zero 

 % 

Kô (vertical shift in the supply curve) 65 to 79 

Present value of net benefits to 2020 59 to 69 

Present value of net benefits to 2030 65 to 77 
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Lessons

Â Sometimes comparison is not clear

ÂThere may not be a single ôcorrectõ comparison

ÂDo more comparisons rather than fewer
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What to put in BAU?

Â Everything that matters for the decision

ÂDecision sensitivity versus outcome sensitivity

Â This will vary by project

ʳ For NBN, the future path of WTP for speed was crucial (but in a 

counterintuitive way)
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Recap

ÂCBA is about opportunity cost

Â It has a range of techniques to make sure the 

comparison is done correctly

Â But, choosing the comparison in the first place may 

be the most important part
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Lessons

Â If you commission or need to interpret CBAs

ʳ Always ask about the comparison and the reason for the 

comparison

ʳ Do the results change if the comparison changes

ʳ How much? Why?

Â If you do the CBAs

ʳ What is being excluded? Why? Should it be?

ʳ How does that change the results?

ʳ Is there a better way?

ʳ Be transparent
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For the profession

Â Are you evaluating a fixed set of given options?

ÂDo you want to say something about an option that is 

even better?

ÂHow far do you take your role as economic advisors?

Â Is it ethical not to be transparent (about a better 

option)

Â Some clients love it, some hate it



Thank you


