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Cost Benefit Analysis Example

Details are given below of the estimated income and outgoings of Projects A and B. Calculate the return on investment, the payback period and the net present value of the two projects and comment in which appears to be the most attractive. Assume a discount rate of 5%, then calculate with a discount rate of 10%.

	Project A
	
	
	Project B
	
	

	year
	income
	outgoings
	year
	income
	outgoings

	0
	
	120000
	0
	
	60000

	1
	42000
	10000
	1
	34000
	8000

	2
	47000
	10000
	2
	42000
	6000

	3
	51000
	9000
	3
	10000
	7000

	4
	40000
	12000
	4
	10000
	7000





Explain why discounted cash flow techniques provide better criteria for project selection than net profit or return on investment.




A railway company is implementing a web-based time-table enquiry application.

Explain how the following types of benefit might be assessed for this application:

· Quantified and valued
· Quantified but not valued
· Identified but not easily quantified




