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Adjusting Costs & Benefits:

Additionality

Additionality is the net positive difference that
resultsfrom anintervention

That Is, the extent to which an activity (and
associatedoutputs, outcomes and Impacts) Is
larger in scale,at a higher quality, takes place
guicker, takes place at a different location, or
takesplaceat all asa resultof intervention

The course focuses on scale additionality
However, other aspects of additionality should
be considered and written up separately



Types of Additionality

Z For example, a
greater quantity of
business turnover or
jobs may be
delivered in an area.

£ Absolute
additionality refers
to a situation where
all of the
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benefits may be
claimed in relation to
the output or
outcome being
examined.
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F For examplean

activity may happen
earlier than would
otherwise have been
the case.

E Where the benefits

of an intervention
cannot easily be
valued then the
quality of the
benefits may be
different because of
an intervention for
example the skill
level of employment
outcomes may be
enhanced.



Basic Concept of Additionality

Impact of
Reference
Case
(Deadweight)

Net
Additional
Benefit

Impact of
Intervention
Option
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A. Establish Reference Case/

Deadweight

The key question that needs to be answered
In terms of the reference case and
deadweight iIs:

What level of benefits would happen anyway
without the intervention?



Reference Case/ Deadweight

None

Low

Medium

High
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All of the benefits are as a result of the 0%
intervention

The majority of the benefits are asa result 25%
of the intervention

About half of the benefits are as a result of 50%
the intervention

A high level of the outputs/outcomesare 75%
not asaresultof the intervention



Deadweight Examples

%




Deadweight Examples

%




Refining the Basic Concept

Many studies will stop here, at the
assessment of deadweight

However, good practice encourages
consideration of a number of other factors
These other factors apply to both the
iIntervention option, and the reference case.



Refining the Basic Concept: Other
Factors to Consider

Deadweight

Economic

Multipliers Displacement
Additionality




Adjusting the Intervention & Reference Cases

Intervention Option

Gross direct effects

Less leakage from
target area/ group

Gross Local direct effects

Less displacement /
substitution

Net local direct effects

Plus multiplier
effects

Total net local effects

Less

Reference Case

Gross direct effects
(deadweight)

Less leakage from
target area/ group

Gross Local direct effects

Less displacement /
substitution

Net local direct effects

Plus multiplier
effects

Total net local effects

Net Additional Benefit

Total net additional local
effects
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Additionality Formula

Al= BIx€-LX€-Dpx€-SxM — pI" x(-L x€-Dp x(-S xM"

Al = Net additional impact Dp = Displacement

Gl= Gross impact S= Substitution
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B. Consider Leakage

In order to address the issue of leakage in an
appraisal or evaluation, the following
guestions need to be answered:

Who are the target beneficiaries? Are the
benefits likely to go to nortarget group /
areas, instead of the target group / areas? If
yes, by how much?



Leakage Ready Reckoner

None

Low

Medium

High
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All of the benefits go to the target area/the 0%
target group

Themajority of benefitsgoto the target area/ 10%
the target group

A reasonablyhigh proportion of the benefits 25%
will be retained within the target area/ the
target group

Many of the benefits will go outsidethe area 50%
of benefit/ outsideof the target group



Leakage Examples




Leakage Examples




C. Consider Displacement

The following key guestion needs to be
answered:

Wil the intervention reduce existing activity
from within the target group or area? If yes,
by how much?



Displacement Ready Reckoner

None No other firms/ demandaffected 0%

Low There are expected to be some 25%
displacementeffects, althoughonly to a
limited extent

Medium About half of the activity would be 50%
displaced

High A high level of displacementis expected 75%
to arise

Total All of the activity generated will be 1002
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Types of Displacement

p
TN
A

Factor
Product Market:
Market Labour/

Skills

Factor Factor
Market: Market:
Property Equipment




Displacement Examples




Displacement Examples




D. Consider Substitution

The key guestions In relation to substitution
Is as follows:

Will the intervention result in a firm
substituting one activity for a similar one to
take advantage of public funding? If yes, by
how much?



Substitution Ready Reckoner

None No substitutiontakesplace 0%

Low There are expected to be some 25%
substitution effects, although relatively
limited

Medium About half of the activity would be 50%
substituted

High A high level of substitution is expectedto 75%
arise

Total All of the activity would be strongly 100%
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Substitution Examples

%




Substitution Examples




The following key guestion needs to be
answered In relation to multiplier effects:
How many, If any, additional benefits will
occur through purchases along local supply
chains, employee spending rounds and
longer term effects as a result of the
Intervention?



