Cost-Benefit Evaluation Technology

A cost-benefit analysis (CBA), sometimes referred to as benefit-cost analysis (BCA), makes it
clear what projects or investments are most viable, possible, and beneficial for an organization at
any given time.

Cost-benefit analysis in project management

A cost-benefit analysis in project management is a tool to evaluate the costs vs. benefits of an
important project or business proposal. It is a practical, data-driven approach for guiding
organizations and managers in making solid investment decisions. It helps determine if a project
or investment is financially feasible and beneficial for the organization.

Ina CBA, costs may include the following:

Direct costs: These are costs that are directly related to the proposed project or investment, e.g.,
materials, labor, and equipment.

Indirect costs: These are related fixed costs that contribute to bringing the project or investment to
life, e.g., overhead, administrative, or training expenses.

Opportunity costs: These are the benefits or opportunities foregone when a business chooses one
project or opportunity over others. To quantify opportunity costs, you must weigh the potential
benefits of the available alternatives.

Future costs: These are costs that may come up later in the project. These costs depend on certain
factors happening, e.g., costs of mitigating potential risks.

Cost-benefit analysis facilitates a structured cost management process, helping project managers
and company executives prioritize projects and allocate resources effectively to achieve the
organization’s main goals.

Why is conducting a cost-benefit analysis important?
Conducting a project cost-benefit analysis helps to:

Identify project costs and benefits: A project cost-benefit analysis ensures all costs and benefits
associated with a project are identified and quantified. This reduces cases of hidden expenses and
future hurdles or losses, which may only be apparent with a closer look at the project.

Provide a framework for analysis: A CBA provides a structured framework for analyzing the costs
and benefits of a potential project. This helps ensure all factors are considered and the most optimal
decision is made from a business perspective.

Make better-informed decisions: A cost-benefit analysis helps decision-makers determine whether
a proposed project or investment is worthwhile. By comparing the costs and benefits of the project,
decision-makers make better-informed decisions and allocate organizational resources effectively.



Promote transparency: A CBA promotes transparency by making the costs and benefits of any
potential project visible and quantifiable. This can help ensure that decision-making is objective
and all stakeholders have a clear understanding of the project’s potential impacts.

Facilitate communication: A cost-benefit analysis in project management facilitates trust and a
foundation for communication between various stakeholders by providing a common language
and framework for analyzing a potential project. This helps ensure all parties are on the same page
and decisions are made collaboratively and aligned with business goals and objectives.



