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Abstract: 

Cost–Benefit Analysis (CBA) has emerged as an important analytical tool in the 

design, evaluation, and implementation of welfare schemes and social programs. This 

study examines the role of CBA in assessing the economic efficiency and social 

effectiveness of public welfare initiatives. By systematically comparing the costs incurred 

with the benefits generated, CBA helps policymakers identify programs that yield 

maximum social returns and ensure optimal allocation of scarce public resources. The 

paper highlights how CBA contributes to transparency, accountability, and evidence-

based decision-making in social policy formulation. It also discusses the limitations of 

CBA, particularly in quantifying intangible social benefits such as equity, social justice, 

and long-term human development outcomes. The study concludes that while Cost–

Benefit Analysis is a valuable tool for evaluating welfare schemes, it should be 

complemented with qualitative and equity-oriented approaches to achieve inclusive and 

sustainable social development. 
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Introduction  

Public policy decisions often involve 

trade-offs, where limited resources must 

be allocated to programs that deliver the 

greatest possible benefit to society. In this 

context, Cost-Benefit Analysis (CBA) has 

emerged as a powerful tool to assess the 

economic viability and effectiveness of 

welfare schemes and social programs. By 

monetizing both the costs and benefits 

associated with a program, CBA provides 

an evidence-based framework to 

determine whether a policy initiative adds 

net value to society. This paper explores 

the theoretical underpinnings, practical 

applications, and limitations of CBA in 

the domain of welfare schemes and social 
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programs, with an emphasis on its role in 

improving decision-making, 

accountability, and transparency in public 

policy. 

Objectives of the Study 

The primary objective of this study is 

to critically examine the role of   Cost-

Benefit Analysis (CBA) in evaluating the 

efficiency, effectiveness, and 

sustainability of welfare schemes and 

social programs. Specifically, the study 

aims to  

 explore how CBA is applied in the 

planning and assessment of large-

scale social welfare initiatives;  

 assess the accuracy and limitations of 

CBA in capturing social and 

intangible benefits;  

 compare case studies from different 

sectors such as employment, health, 

education, and food security to 

evaluate their cost-effectiveness; and  

 Provide practical recommendations to 

enhance the use of CBA as a policy 

tool for informed decision-making in 

public welfare.  

These objectives seek to bridge the gap 

between theoretical economic evaluation 

and real-world social impact assessment. 

Need for the Study 

The growing fiscal burden on 

governments, coupled with increasing 

demands for transparency, accountability, 

and efficiency, necessitates the systematic 

use of economic evaluation tools like 

CBA in public policy. Welfare programs 

often involve significant public 

expenditure and are politically sensitive. 

Without rigorous evaluation, there is a 

risk of misallocation of resources, 

duplication of efforts, and failure to reach 

target populations effectively. 

Furthermore, with the advent of new 

technology and data systems, it is now 

possible to collect and analyze large 

datasets that support advanced cost-

benefit assessments. Therefore, this study 

is urgently needed to highlight the 

potential of CBA as a decision-making aid 

and to develop a framework that 

incorporates economic rationality without 

compromising on equity and social 

justice. 

Significance of the Study 

This study holds considerable 

significance for policymakers, 

economists, social planners, and 

development practitioners. First, it 

contributes to the academic discourse by 

addressing the gaps in literature on the 

application of CBA in social sectors. 

Second, it offers policy-level insights by 

demonstrating how welfare schemes can 

be made more result-oriented and 

sustainable through evidence-based 

evaluation. Third, the study promotes 

interdisciplinary integration, encouraging 

collaboration between economics, public 

administration, and social work. Lastly, it 

underscores the importance of 

transparency and accountability in public 

spending, particularly in countries like 

India where public welfare programs play 

a pivotal role in addressing socio-
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economic inequalities. The findings and 

recommendations can serve as a guide for 

both national and international agencies in 

enhancing the quality and impact of 

welfare interventions. 

Concept and Importance of Cost-

Benefit Analysis in Public Policy 

CBA is an analytical technique used to 

evaluate the economic worth of a project 

or policy by comparing its total expected 

costs with the total expected benefits. It 

helps policymakers identify whether a 

project’s advantages outweigh its 

disadvantages, often expressed in terms of 

a Benefit-Cost Ratio (BCR) or Net Present 

Value (NPV). In the context of public 

welfare programs, CBA becomes 

especially important because it enables the 

efficient allocation of scarce public 

resources by prioritizing initiatives that 

generate the most societal value. This is 

crucial in developing countries where the 

demand for welfare schemes often 

outstrips fiscal capacity. 

Present Status of Cost-Benefit Analysis 

in Welfare Policy 

Currently, the application of Cost-

Benefit Analysis in the field of welfare 

policy is uneven and often underutilized. 

While CBA is a well-established tool in 

infrastructure and environmental projects, 

its use in social and welfare programs is 

still emerging, especially in developing 

countries. In India, for example, programs 

like MGNREGA, PM-JAY (Ayushman 

Bharat), and the Public Distribution 

System (PDS) have been partially 

evaluated through CBA by independent 

think tanks and academic institutions. 

However, there is no consistent or 

institutionalized framework at the policy 

level that mandates CBA as part of 

welfare scheme planning and evaluation. 

Moreover, challenges such as data 

inadequacy, difficulty in monetizing 

qualitative outcomes, and lack of trained 

personnel hinder the effective 

implementation of CBA in this domain. 

Application of Cost-Benefit Analysis 

(CBA) in Welfare and Social Programs 

Welfare schemes such as food 

distribution, housing assistance, health 

subsidies, employment guarantees, and 

educational support are intended to uplift 

the most vulnerable sections of society. 

Applying CBA to these programs allows 

for a more precise assessment of whether 

the outcomes justify the investment. For 

example, in India’s Mahatma Gandhi 

National Rural Employment Guarantee 

Act (MGNREGA), a cost-benefit 

framework can be used to evaluate job 

creation benefits, poverty reduction, 

infrastructure development, and 

community resilience against 

administrative and wage costs. 

Similarly, social programs like mid-

day meal schemes, health insurance 

schemes (e.g., Ayushman Bharat), and 

universal education initiatives (e.g., Sarva 

Shiksha Abhiyan) can be analyzed for 

long-term returns in terms of improved 

health outcomes, increased productivity, 

and reduced future welfare dependence. 
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Case Studies Demonstrating the Role of 

Cost-Benefit Analysis (CBA) 

MGNREGA in India 

Several studies have applied Cost-

Benefit Analysis (CBA) to MGNREGA to 

understand its economic and social return 

on investment. Benefits include direct 

income support, enhancement of 

community assets, reduction in migration, 

and empowerment of women. When 

quantified and compared against program 

costs, these benefits often demonstrate a 

positive net value, justifying the scheme’s 

continuation with modifications. 

Public Distribution System (PDS) 

The cost of procurement, storage, and 

distribution under PDS has been criticized 

for inefficiency. However, a CBA 

framework reveals that the benefits in 

terms of food security, nutrition, and 

poverty alleviation often outweigh the 

operational inefficiencies if systemic 

leakages are addressed. 

Ayushman Bharat (PM-JAY) 

This flagship health insurance program 

aims to reduce catastrophic health 

expenditures among poor families. A 

CBA approach here involves comparing 

the cost of premiums and administrative 

overhead with the avoided costs of 

hospitalization, increased workforce 

productivity, and reduced mortality 

highlighting strong justification for public 

investment in health insurance. 

Benefits of Using Cost-Benefit Analysis 

(CBA) in Evaluating Welfare Programs 

Cost–Benefit Analysis (CBA) offers 

several significant advantages in 

evaluating welfare programs by enabling 

more informed and rational policy 

decisions. It contributes to improved 

policy design by identifying program 

components that generate the greatest 

social and economic value, thereby 

guiding effective modifications and 

appropriate scaling of interventions. CBA 

also supports efficient resource allocation 

by facilitating systematic comparisons 

among multiple welfare schemes, helping 

policymakers prioritize investments that 

yield maximum benefits under limited 

fiscal resources. Moreover, the 

quantitative nature of CBA enhances 

transparency and accountability in public 

spending by providing a clear and 

evidence-based justification for policy 

choices, which in turn strengthens public 

trust. The findings of CBA further aid 

political and public communication by 

clearly demonstrating the value and 

impact of welfare interventions to 

stakeholders and the electorate. 

Additionally, CBA supports long-term 

planning by incorporating indirect, long-

term, and future benefits that are often 

neglected in short-term budgetary 

assessments, thereby promoting more 

sustainable and forward-looking welfare 

policies. 

Limitations and Challenges of Cost-

Benefit Analysis (CBA) in Social 

Programs 

Despite its analytical usefulness, Cost–

Benefit Analysis (CBA) faces several 

limitations and challenges when applied to 

social programs. One major difficulty lies 
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in monetizing intangible social outcomes 

such as dignity, empowerment, social 

cohesion, and mental health, which are 

central to welfare interventions but resist 

precise economic valuation. Additionally, 

CBA prioritizes efficiency over equity, 

often favoring programs that benefit larger 

populations while undervaluing initiatives 

aimed at marginalized or vulnerable 

groups. The effectiveness of CBA is also 

constrained by data limitations, as reliable 

and comprehensive cost and benefit data 

are frequently unavailable or inconsistent, 

particularly in low-income and developing 

contexts. Furthermore, the selection of an 

appropriate discount rate poses a 

significant methodological challenge, as 

different rates can substantially influence 

the valuation of long-term and 

intergenerational benefits. Finally, 

standardized CBA frameworks may 

inadequately capture cultural and 

contextual factors, overlooking locally 

embedded social realities that shape 

program outcomes, thereby limiting the 

overall applicability of CBA in complex 

social settings. 

Emerging Trends and Innovations in 

Cost-Benefit Analysis (CBA) 

Emerging trends in Cost–Benefit 

Analysis (CBA) reflect a growing 

recognition of the need to move beyond 

purely monetary evaluations in social 

policy analysis. Contemporary approaches 

increasingly integrate qualitative methods 

and participatory tools to capture social 

values, stakeholder perceptions, and lived 

experiences. One significant innovation is 

Social Return on Investment (SROI), 

which expands traditional CBA by 

incorporating qualitative, narrative, and 

financial dimensions to better reflect 

social impact. Additionally, the 

development of dynamic and real-time 

CBA models, supported by artificial 

intelligence and big data analytics, has 

enhanced the ability to predict outcomes 

and adjust policies more accurately. There 

is also a growing emphasis on integrating 

environmental sustainability and gender 

impact assessments into CBA 

frameworks, ensuring that welfare 

programs are evaluated through lenses of 

inclusivity and long-term ecological 

responsibility. Furthermore, the adoption 

of Multi-Criteria Decision Analysis 

(MCDA) alongside CBA allows 

policymakers to balance economic 

efficiency with social and environmental 

objectives, making welfare evaluations 

more comprehensive and context-

sensitive. 

Implications of the Study 

Policy-Level Application: The study 

underscores the importance of 

institutionalizing Cost-Benefit Analysis 

(CBA) as a regular part of welfare policy 

planning, implementation, and evaluation 

to enhance transparency and 

accountability. 

Improved Resource Allocation: By 

identifying programs with higher benefit-

cost ratios, policymakers can prioritize 

funding for schemes that deliver 



SRUJANI: Indian Journal of Innovative Research and Development  

VOLUME-4, ISSUE-6, JANUARY-FEBRUARY-2026   ISSN: 2583-3510,    Pp. 39-45 

This article available at: www.srujani.in 

44 

44 

maximum societal impact, ensuring 

optimal use of limited public resources. 

Enhanced Program Efficiency: CBA 

findings can help welfare administrators 

identify inefficiencies, reduce wastage, 

and reallocate expenditures within 

schemes to improve service delivery. 

Evidence-Based Decision-Making: The 

study promotes a shift from politically 

driven to evidence-driven policy 

decisions, strengthening the credibility 

and legitimacy of welfare interventions. 

Inclusive and Adaptive Evaluation 

Frameworks: It encourages the inclusion 

of social, gender, and environmental 

considerations within CBA models, 

making evaluations more holistic and 

socially sensitive. 

Capacity Building in Public Sector: The 

study points to the need for training 

government officials and social planners 

in economic evaluation techniques, 

enhancing their analytical capabilities. 

Support for International Aid and 

Funding Agencies: Development partners 

and donor agencies can use the CBA 

framework to assess the viability and 

long-term impact of social programs 

before committing funds. 

Scalable Evaluation Models for NGOs 

and CSOs: Non-governmental 

organizations can adopt simplified CBA 

models to measure outcomes, justify 

project costs, and improve accountability 

to stakeholders. 

Benchmark for Cross-Sectoral 

Comparisons: CBA enables comparison 

of welfare schemes across sectors (e.g., 

health vs. education), aiding in strategic 

national development planning. 

Beneficiary-Centric Outcomes: 

Ultimately, effective use of CBA ensures 

that welfare programs are better targeted 

and more impactful for beneficiaries, 

contributing to long-term socio-economic 

upliftment. 

Recommendations for Policymakers 

1. Institutionalize Cost-Benefit Analysis 

(CBA) in all major welfare policy 

decisions. 

2. Invest in capacity building for 

government officials in economic 

evaluation tools. 

3. Adopt hybrid models that combine 

quantitative and qualitative insights. 

4. Encourage transparency in publishing 

Cost-Benefit Analysis (CBA) results 

for public scrutiny. 

5. Tailor Cost-Benefit Analysis (CBA) 

frameworks to suit the local socio-

economic context and stakeholder 

needs. 

Conclusion 

The role of Cost-Benefit Analysis in 

welfare schemes and social programs is 

increasingly recognized as essential for 

rational, effective, and equitable public 

policymaking. While CBA has its 

limitations, especially in the social 

domain, it remains a powerful evaluative 

framework that helps policymakers weigh 

trade-offs, optimize outcomes, and justify 

expenditures. When used judiciously and 
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in combination with ethical and 

participatory approaches, CBA can 

significantly enhance the impact and 

efficiency of social programs, particularly 

in resource-constrained economies like 

India. Future policy paradigms should 

embrace more inclusive, adaptive, and 

context-sensitive models of cost-benefit 

analysis to ensure that social interventions 

truly benefit those who need them most. 
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