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The concept of Value for Money (VfM) in appraisal and evaluation is straightforward. VfM is 

concerned with the good use of public funds and with demonstrating the relationship between the 

costs and benefits of an intervention – whether a policy, a project or a programme. It is an important 

tool for the accountability of public spending.  

The practice of demonstrating VfM is more difficult. Particular policies or programmes often seek to 

deliver a range of different benefits, some of which may take many years to materialise, in complex 

environments influenced by a host of external factors. In recent years theory-based evaluation has 

grown in popularity as an effective way of evaluating policy in such circumstances. But there is less 

guidance on how to think about VfM in this context.  

This bulletin explores the issue of VfM in theory-based evaluation. We examine some of the key 

principles of VfM and why it may be challenging to demonstrate VfM in complex policy settings. We 

also look at the lessons learned from our work on how to address those challenges.  

Value for money is conceptually straightforward… 

VfM is concerned with the optimal use of public funding and is a critical tool for the accountability of 

public spending. A significant body of guidance has been published on VfM, notably the Treasury 

Green Book1 as well as departmental-specific guidance.2 The National Audit Office’s ‘four Es’ 

framework – economy, efficiency, effectiveness and equity – is also frequently used to think about 

different aspects of VfM.3 

VfM is not about minimising cost. The focus is the relationship between costs and benefits – ‘bang for 

the buck’ – to get the most out of public spending. The benefits assessment is holistic, taking into 

account social as well as economic benefits. As the Green Book puts it: 

“Value for Money … is a judgment about the optimal use of public resources to achieve stated 

objectives … based on consideration of … present value to society of all social, economic and 

environmental benefits – these may be qualitative or quantitative – [and] … present public 

resource costs.” (p. 52)  

In other words, a VfM assessment considers the relationship between the social benefits of a policy 

intervention and its costs, in current value terms, while also weighing up the risks to these costs and 

benefits.4  

 
1 HM Treasury (2022), The Green Book: Central Government Guidance on Appraisal and Evaluation 

(https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1063330/Green_Book_20

22.pdf)  

2 e.g. Department for Transport (2015), Value for Money Framework 

(https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/918479/value-for-money-

framework.pdf)  

3 See https://www.nao.org.uk/successful-commissioning/general-principles/value-for-money/assessing-value-for-money/  

4 Adjusting for inflation and time preference – that we prefer benefits realised today than in the future. This reflects the fact that the 

pattern of when costs and benefits are incurred and realised varies over time. 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1063330/Green_Book_2022.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1063330/Green_Book_2022.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/918479/value-for-money-framework.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/918479/value-for-money-framework.pdf
https://www.nao.org.uk/successful-commissioning/general-principles/value-for-money/assessing-value-for-money/
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…with considerable guidance on VfM in appraising new interventions 

The most common use of VfM is in the appraisal of new projects, policies or programmes. Once a 

range of possible interventions to achieve intended goals has been developed, costs and benefits are 

considered as part of the decision-making process to help rank options in terms of VfM. The Green 

Book provides detailed guidance on how to use VfM in this way. It stresses the importance of good 

evidence to inform assumptions made about the likely scale, profile and certainty of benefits over 

time.  

Importantly, VfM is never the only basis on which options are compared and decisions made, though 

it is recognised as an important factor in the process.5 Recent updates to the Green Book have 

particularly emphasised the importance of Strategic Fit – how policy options contribute to a wider 

range of government objectives such as net zero or levelling up: 

“…from the start proposals must be designed to ensure they provide a supportive strategic fit with 

wider public policies … [that is] how well the option provides holistic fit and synergy with other 

strategies, programmes and projects.” (p. 23 and 32, emphasis added)  

It is important to note that the strategic case comes first and articulates an overall rationale for 

intervention. A shortlist of options that fits this case is then drawn up and undergoes appraisal, 

including a social cost benefit assessment of potential VfM. 

In principle, VfM focuses on monetised benefits, which allows for easy comparison with the costs. In 

practice, valuing benefits in monetary terms is not always straightforward, though over time research 

has been commissioned and advice published on best practice in valuing a range of social benefits, 

including environmental health and well-being benefits.6 Sometimes benefits cannot easily be 

quantified or monetised, or it would not be proportionate to attempt to do so. In such cases guidance 

on appraisal recommends that VfM considers: 

■ Quantified benefits which can be measured but are hard to value; and 

■ Qualitative summaries of benefits which are hard to measure and quantify at all. 

There is renewed emphasis on demonstrating VfM as part of policy evaluation, 

albeit with more limited guidance 

The public finances are likely to be under pressure in the coming years, as departments grapple with 

the impact of higher inflation, slower growth and post-Covid levels of debt. Against this background, 

it is perhaps unsurprising that we see renewed emphasis on the importance of demonstrating VfM as 

part of an ex post policy evaluation.  

 
5 Other important factors include affordability, whether an intervention can be financed; and achievability, which focuses on feasibility of 

delivery. 

6 The Department for Transport’s Transport Analysis Guidance (TAG) is recognised as a standard-setter for approaches to valuing ‘non-

market’ benefits. Detailed guidance is available here: https://www.gov.uk/guidance/transport-analysis-guidance-tag  

https://www.gov.uk/guidance/transport-analysis-guidance-tag
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The Magenta Book stresses that VfM (sometimes called ‘economic evaluation’) sits alongside process 

and impact assessment as part of a comprehensive, best practice evaluation. The aim of the exercise 

is to know not just whether a policy ‘worked’ and was delivered well, but also whether it represented 

a good use of public funds:7 

“While impact demonstrates and quantifies outcomes, it cannot on its own assess whether those 

outcomes are justified. Value-for-money evaluation considers such issues, including whether the 

benefits of the policy are outweighed by the costs, and whether the intervention remains the most 

effective use of resources.” (p.15) 

The basic principle in applying VfM as part of an evaluation is therefore to demonstrate that an 

intervention was a good use of public resources – that benefits outweigh costs. This contrasts with 

VfM in appraisals, where it is an explicit tool to help choose between policy or project options. In an 

evaluation, where the option has already been chosen, VfM is about showing that the benefits realised 

are worth the costs incurred.  

Another distinction is that a VfM assessment in an evaluation should be informed by the evidence 

collected about additional benefits generated by the intervention as part of the impact 

evaluation. By contrast, in conducting an appraisal policymakers may not have much direct evidence 

about potential benefits. In that case they will need to draw on theory, modelling, previous literature 

and reasoned assumptions to estimate VfM.  

The relationship between impact evaluation and VfM evaluation can be summarised by the diagram 

below. 

Figure 1  Link between impact evaluation and Value for Money evaluation 

 

Source: Frontier Economics 

 

 
7 HM Treasury (2020), Magenta Book: Central Government Guidance on Evaluation 

(https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/879438/HMT_Magenta_B

ook.pdf)  

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/879438/HMT_Magenta_Book.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/879438/HMT_Magenta_Book.pdf
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Put simply: 

■ Impact evaluation is concerned with attribution – what changes do we observe as the result of 

an intervention, how large and enduring are the changes, and how far has the intervention itself 

caused them? The main issues here are around measurement of benefits and additionality 

relative to what would have happened otherwise. 

■ Value for Money evaluation builds on the impact evaluation and is concerned with valuation – 

what is the societal value of the outcomes and impacts we attribute to the intervention and how 

do they compare with costs? Here the main issue is whether benefits can credibly be valued at 

all and represent genuine net gains to society. A particular challenge is to identify and value 

separate impacts and the interdependence between them in order to avoid double counting – 

that is, attributing value to the same benefits more than once when thinking about the overall 

value of a policy intervention. 

Strikingly, there is much less formal guidance on how to conduct an ex post VfM evaluation than on 

how to consider VfM ex ante as part of a policy appraisal. The main Magenta Book and associated 

methodological pointers refer back to Green Book appraisal guidance to inform the approach.8  

There are, of course, overlaps between forward- and backward-looking VfM assessments. The 

principles for valuing social benefits can be applied equally to evidence of the scale of those gains 

gathered from an evaluation and to ex ante forecasts of potential benefits. Indeed, so long as the 

underlying impact evaluation evidence is robust, we can be much more confident in the VfM 

assessments made. But detailed guidance on how to use impact evaluation evidence to inform a VfM 

evaluation is lacking.  

There may be particular challenges in evaluating VfM for complex, long-running 

programmes or policies… 

It’s often tempting to think of a policy as a discrete intervention to achieve a particular objective, with 

a start and an end both clearly defined. In practice, this is rarely the case. Governments seek to 

generate a range of different benefits from a single intervention. Policies are executed in complex 

environments and their outcome is influenced by the existence of a large set of stakeholders, interest 

groups and outside factors. Benefits can be long-lasting, but they can take time to materialise. That 

means long-term commitments to public investment may be required if policies are to succeed. 

Policies seeking to promote productivity and innovation are a prime example. Innovation is often a 

slow, risky process of discovery, testing, scaling and commercialisation. Policy support may be 

needed at each stage of the process to deal with a range of market and systems failures, and may 

 
8 HM Treasury (2020), Magenta Book Annex A: Analytical Methods for Use Within an Evaluation 

(https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/879418/Magenta_Book_A

nnex_A._Analytical_methods_for_use_within_an_evaluation.pdf)  

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/879418/Magenta_Book_Annex_A._Analytical_methods_for_use_within_an_evaluation.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/879418/Magenta_Book_Annex_A._Analytical_methods_for_use_within_an_evaluation.pdf
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have to be sustained over many years9 before the ultimate benefits are reaped. Success will be 

affected by a huge range of factors beyond the direct control of science and innovation ministers: 

migration rules, the regulatory and planning environments, patent and IP frameworks, the tax system, 

the policies of other countries and institutional and investor risk aversion, to name just a few. Policy 

support may also have wider ambitions: to nurture local supply chains, improve collaboration, boost 

investment, increase employee skills, produce more effective and influential research, generate IP, 

and so on.  

Policymakers will need to make an evidence-based case for renewing investment. Recent years have 

seen increased use of theory-based approaches to impact evaluation as a way to provide such 

evidence.10 It is often extremely difficult, or at least not proportionate, to assess such interventions 

using randomised control trials or other counterfactual-based approaches. Instead, an overall theory 

of change for the policy is developed, and hypotheses or questions suggested by the theory are 

tested using evidence gathered as part of the evaluation process.  

Despite the growing popularity of theory-based approaches, there are at least three key challenges 

in carrying out both impact and VfM evaluations in situations where theory-based assessments are 

most often used: 

1. Benefits realised with long lags may not be observed in the course of an evaluation carried out 

while the policy is still being executed, or shortly after. There is often greater reliance on 

(uncertain) predicted future benefits or proxy leading indicators to feed into a VfM assessment.   

2. The range of intended benefits, many of which are intangible and hard to measure, let alone 

value, means a VfM assessment might be possible only for a part (even a small part) of the 

overall policy.  

3. Theory-based evaluation does not lend itself to a robust quantification of additionality and a 

precise estimation of the scale of benefits generated. This makes it challenging to size the 

benefits to include a VfM evaluation.  

These difficulties notwithstanding, Treasury stakeholders will understandably expect to see evidence 

of VfM from past outlays when considering further investment in policies which are implemented over 

many years. It will be hard to rely on general estimates from the wider literature to make the economic 

case for renewed funding. It is therefore important that questions of VfM are not put aside in delivering 

theory-based evaluation. 

 
9 See for example Department for Business, Innovation and Skills (2014), The Case for Public Support of Innovation 

(https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/334369/BIS_14_852_The

_Case_for_Public_Support_of_Innovation.pdf)  

10 See Section A1 of 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/879418/Magenta_Book_An

nex_A._Analytical_methods_for_use_within_an_evaluation.pdf.  

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/334369/BIS_14_852_The_Case_for_Public_Support_of_Innovation.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/334369/BIS_14_852_The_Case_for_Public_Support_of_Innovation.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/879418/Magenta_Book_Annex_A._Analytical_methods_for_use_within_an_evaluation.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/879418/Magenta_Book_Annex_A._Analytical_methods_for_use_within_an_evaluation.pdf
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What have we learned about these challenges? 

Frontier has been heavily engaged in carrying out theory-based evaluation in recent years. We have 

been involved in high-profile policy areas including Industrial Strategy Challenge Funds and subsidies 

for purchasing zero- and low-emission vehicles. We have also worked closely with Innovate UK and 

the Catapult network recently to consider how to incorporate VfM in a theory-based evaluation.  

Some key insights from our work are: 

■ Build VfM into the design of a theory-based evaluation. Thinking about VfM when 

developing an assessment framework will help departments consider what data or evidence 

might be needed not only to measure certain outcomes or impacts, but also to monetise them. 

For example, having figures on the number of jobs created or safeguarded by an intervention 

may be a useful indicator of economic impact, but evidence of the skills or wages that go with 

those jobs is needed to assign an economic value to them for a VfM assessment.11 Importantly, 

it also means that the collection of cost data should be built into an evaluation, in particular 

public service delivery costs. These are often relatively easy to identify. 

■ Consider impact evaluation and VfM evaluation together. These are not separate initiatives: 

the evidence from an impact evaluation will directly inform the VfM exercise. In theory-based 

assessments, it is common to develop a set of thematic evaluation questions which will be 

tested against the evidence gathered. Having a question focused on VfM (“Has the policy 

represented good value for money for taxpayers?”) will help to focus attention on the issue, and 

setting out how the VfM assessment will draw on the wider evidence collected in practice is 

critical. 

■ Know the audience for the VfM findings. If the evaluation results will also be underpinning 

the case for future funding, the scope of a VfM assessment will be broader than simply 

demonstrating that benefits outweigh costs. It will also include evidence for the strategic fit of 

the policy. In addition, greater emphasis on the uncertainties and scenarios around a central 

VfM assessment might be needed to provide a more robust evidence base for a future 

appraisal. This conclusion relates to previous Frontier research for the Department for 

Transport that emphasises the value of strong links between appraisal and evaluation in 

building an evidence base for making effective policy decisions.  

■ Avoid double counting. The biggest risk with VfM evaluation in theory-based analysis comes 

from counting benefits more than once. Policies may have multiple objectives and a range of 

different mechanisms to achieve them. In our experience, it is helpful to use the underlying 

theory of change to identify distinct benefit pathways which can be measured and potentially 

monetised. By this means, and by focusing typically on the final intended impacts of a policy, 

the risks of double counting are minimised. Erring on the side of caution is likely to be sensible. 

It is better to make the case that benefits exceed costs by monetising a few distinct pathways 

 
11 The Green Book is clear that jobs created by an intervention are, in general, assumed to displace jobs elsewhere under assumptions 

of full employment in the economy. The value creation must therefore be in the additional productivity of those jobs relative to 

a counterfactual. 

https://www.ukri.org/wp-content/uploads/2022/02/IUK-160222-ISCFTransformingConstructionChallengeEvaluation.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1082401/ozev-portfolio-level-retrospective-evaluation.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/540733/strengthening-the-links-between-appraisal-and-evaluation.pdf
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than trying to put a value on a lot of them. Doing so will much reduce the risk of double 

counting. 

■ Be realistic and transparent about the limits of what can be monetised. A VfM evaluation 

only needs to demonstrate that the benefits of an intervention exceed the costs. In a theory-

based evaluation, not all benefits can be quantified or monetised. If it is possible to show a net 

gain from those benefits which can be monetised, then a narrative account of wider benefits, 

drawn from the impact evaluation, will add to the persuasiveness of the case. Putting 

speculative or spurious values on a broader range of benefits, by contrast, may detract from the 

perceived robustness of the VfM assessment.  

■ Don’t neglect social benefits. Best practice guidance is increasingly focusing on how to 

include a wider range of social benefits in a cost-benefit assessment. Environmental benefits 

(e.g. the value of carbon saving or air quality improvements), health benefits (e.g. QALYs) and 

well-being benefits (e.g. WELLBYs) are now routinely being included in appraisals. They can be 

applied to evaluation evidence as well. The most recent Green Book also contains detailed 

guidance on demonstrating local economic impact, including the use of regional multiplier 

analysis, consistent with the government’s levelling-up agenda. Evaluators should consider the 

range of relevant social impacts where the valuation of benefits might be possible.12   

■ Make use of ‘what if’ questions or scenarios where needed. There are likely to be 

considerable limits on how far the evidence from a theory-based evaluation can be used to 

attach credible values to benefits generated. That is either because the degree of additionality 

is hard to quantify, or because the benefits are hard to measure or are distant. Persuasive 

evidence of VfM may therefore need to rely on questions such as ‘how much value would we 

have to place on non-monetised benefits in order for costs to be at least met?’ or ‘how large is 

the degree of additionality we need to assume in order that benefits exceed costs?’ In this 

regard, the broader evaluation evidence used to demonstrate that these thresholds are 

plausibly met will be critical.   

In conclusion… 

Ensuring that a policy or project provides value for money is common sense, particularly at a time of 

stretched budgets. Yet proving VfM in theory-based evaluations is anything but simple. Benefits can 

be hard to measure and value; the impact of interventions can be difficult to disentangle in complex, 

long-running programmes; and the risk of double counting is ever present. But Frontier’s client work 

shows that these are problems that can be overcome, allowing VfM in theory-based assessments to 

play an important role in the stewardship of the public finances. 

 
12 Note that local economic benefits cannot be added to national benefits as part of an overall monetised cost-benefit assessment in a 

Value for Money evaluation. However, there may be particular policy interest in demonstrating the value of an intervention at 

both national and local levels. See Section A.2 of the 2022 Green Book for details. 



 

 

 

 

WWW.FRONTIER-ECONOMICS.COM 

Frontier Economics Ltd is a member of the Frontier Economics network, which consists of two separate 
companies based in Europe (Frontier Economics Ltd) and Australia (Frontier Economics Pty Ltd). Both 
companies are independently owned, and legal commitments entered into by one company do not impose 
any obligations on the other company in the network. All views expressed in this document are the views of 
Frontier Economics Ltd. 


