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Sample 
Cost
 Benefit Analysis
Part Number
Description
Total Requirements (Units)
20,000
Number of Vendors
5
Requirement per Vendor
4,000
PRICES AND DELIVERY COSTS IN UNITS
Vendor
Bid Price 
Delivery 
Total 
1. 
Vendor
$24
$1
$24
2. 
Vendor
$21
$2
$23
3. 
Vendor
$23
$2
$25
4. 
Vendor
$22
$1
$23
5. 
Vendor
$22
$1
23.45
Average Delivered Price 
Per
 Unit 
$23.75
ALLOCATION OF ORDERS AND COSTS
Manual 
Delivered 
Price vs.
Actual 
 Amount  
Vendor
Override 
Price/Unit 
Average
Order 
of
 Order 
1. 
Vendor
3000
$24
103%
3000
$73,200
2. 
Vendor
10000
$23
95%
10000
$226,500
3. 
Vendor
0
$25
104%
0
$0
4. 
Vendor
7000
$23
99%
7000
$164,150
5. 
Vendor
0
$23
99%
0
0
Total Units 
20000
SUMMARY
Total Cost of Orders
$463,850
Low Bidder Total
$453,000
Multiple Bid Premium and %
$10,850
2.40%
)
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Cost Benefits analysis

One of the key items in any business case s an analysis of the costs of a project that includes some
consideration of both the cost and the payback (be it in monetary or other terms).

1. A basic analysis
1.1 Benefit measures:

For Small projects a cost-benefit analysis can be fairly basic - the table below gives an example of
‘what might be appropriate.

Benefitof proposed  Evidence
product(s)

Financial analysis of the cash flows associated with the new technology, to
showa net gain. Simple payback techniques are OK for Smallprojects
(section 3.1).
improved performance | Technical capabilties of the proposed new system showing:
e.8.lower operating i
« expected productivty gans;
o ‘expected productivity gains;
quality; btter « reduced waste, e.g. lower reject rates,les reworking:
customerserice; |+ reduced energy consumption.
flexibiity Suchinformation might come from:
* suppliers;
o resuts of plots;
« the experience of other organisations;
« results of a customer survey showing that the aspect o customer
service in question is a priority for customers;
« analysis ofthe technical capabiltes of the technology in rlation
%0 customer requirements, showin that the stated aspects of
customer service are likely to be improved.
Better customer Information that competitors are already investing in equivalent
service technology, and therefore not to do so would be to fail to keep up.
Customer surveys that demonstrate that the quality/service improvement
predicted will attract/keep customers more effectively than at present.





