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In business today, it’s essential to get 
the most out of every idea, option, 

and investment. To accomplish 
this, many organizations - from 

large enterprises to small 
businesses, use cost 

benefit analysis to help 
make important decisions.
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Cost Benefit Analysis
Using a cost benefit analysis (CBA) 

can help teams identify the highest 
and best return on an investment 

based on the cost, 
resources, and risk 

involved. Organizations 
rely on CBA to support 

decision making because 
it provides an agnostic, evidence-

based view of the issue being 
evaluated—without the influences of 

opinion, company politics, or bias.



Don't Forget Social Benefit 
Environmental, regulatory, health, 

safety benefits and other social 
benefits and risks should be included 

in your calculations.  These factors 
are important to ensure that 

sustainability projects don't get 
missed. Quantifying the financial 

impact of these projects may be 
difficult, so you may create separate 
multipliers that positively influence 

your CBA scoring, (project examples 
are reducing emissions, water 
sustainability, and eliminating 

elevated or confined space work. 
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Show me the MONEY!
Organizations typically make more 
revenue by doing 2 things; make/sell 
more products & increase their profit 
margin ( price or  cost).  Projects 
that positively influence these factors 
are investments that rank higher and 
ultimately gain support from leaders. 

You will need to calculate benefits 
such as increased volume, loss 
avoidance, cost reduction (labor, 
materials, purchased services, raw 
materials, utilities, operational 
supplies, etc.) increased product 
yield/quality, etc. 



Time Value of Money 
Money today is more valuable than 

money in the future.  If I'm spending 
$100,000 to return $100,000 a year 

from now, it's not a good project.  
Talk to your finance department 

about your cost of capital for your 
company! There will be factors such 

as Net Present Value [value of all 
future cash flows, positive and 

negative, over the entire life of an 
investment discounted to the present] 
and Discounted Cash Flow [valuation 
method used to estimate the value of 

an investment based on its expected 
future cash flows].
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Show a Range 
CBA is an inexact science where you 
are forecasting an uncertain future.  I 
recommend showing a range of 
outcomes so your leadership team 
can make a fully-informed decision..  

Use Risk 
Risk and expected value are core 
aspects of CBA.  Not all projects will 
provide future revenue, some are risk 
mitigation or value preservation 
projects which are part of good 
business practices.
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SME TYPE TYPE OF INPUT

Health, Safety & 
Environmental

Provide historical data & estimates on 
the reduction for injuries, deaths, 

leaks/environmental impact

Equipment/OEM Risk predictors on equipment

Finance
Projections of future revenue, 

production, demand, forecasts of 
price/costs

Operations
The project benefits; operations will be 
easier/better/more efficient/faster/etc.

Maintenance
The project benefits; maintenance will 

more effective/easier/faster/etc.
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Prioritizing Projects
Maintenance projects are 

investments that anticipate positive 
impacts on the reliability of the 

facility, and R&M leaders consider a 
multitude of factors when prioritizing 
projects.  There are a variety of tools 

that exist but we are sharing one 
simple template that focuses on Net 

Present Value. Using the Excel PV 
Function, we are evaluating cost, 
downtime, and the probability of 

success. You can download it here. 

Conclusion
This CBA HACK has provided some 

quick tips on completing a cost 
benefit analysis and there’s even a 

template to get you started .  One 
key message is, CBA is not perfect but 

to successfully apply it, you should 
reach out for help from the experts! 
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Get Stakeholder Buy-in 
You won't have all of the inputs for 
your CBA so you will need to rely on 
subject matter experts and other key 
stakeholders.  Getting their buy-in is 
extremely important to ensure 
support for your potential projects. 

https://3af117d4-5d19-4b9a-8b7b-f6bdc66e7a26.usrfiles.com/ugd/3af117_ac4c6371f2594044a338a4f24ae12e2a.xlsx

