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6 FACTORS   
TO CONSIDER   
IN AN EFFECTIVE 
 COST/BENEFIT 
 ANALYSIS
1) CONNECT THE DOTS

2) SIMPLEST FEATURE = GREATEST REWARD

3) PAYBACK PERIOD

4) COST OF DELAY

5) NET PRESENT VALUE 

6) PUTTING YOUR BENEFITS TO GOOD USE 
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efore we learn the key 
factors that should be 

considered in undertaking a CBA, 
it’s important to briefly review 
the rationale behind conducting 
such an analysis and why it’s 
performed in the first place. 

Simply put, a CBA attempts to 
objectively measure the cost of a 
solution versus the benefits that 
you will derive from it. It allows 
you to frame an argument in 
terms of costs and benefits—an 
argument that will be the main 
driver when deciding whether to 
move forward with a potential 
solution. 

It’s necessary to first identify what 
benefits you’re most interested 
in before getting started with the 
analysis. Keep in mind that some 
benefits are significantly easier 
to measure than others. Only 
the measurable benefits that are 
consistent and believable should 
be applied to your CBA. Such 
benefits include:
 
PRODUCTIVITY GAINS
This benefit is the easiest and 
best measure for objectively 

understanding the dollars you 
can bring to your company with 
your solution. Productivity gains 
tend to be very consistent—they 
happen throughout the life of the 
project. They also tend to be very 
believable because they can be 
quantified.  

COST AVOIDANCE
This is also relatively simple 
to measure objectively. You 
are avoiding a specific cost for 
your business on a relatively 
consistent basis. It’s believable 
because once that cost goes 
away, it creates an obvious 
reduction in the overall amount 
of money you’re paying for your 
solution.

DISASTER AVOIDANCE/
RISK MITIGATION
Disaster avoidance is very 
believable. People understand 
when they’ve avoided a project 
disaster, but it’s not consistent 
because it’s hard to predict. 
Similarly, people understand that 
they have risk in their business, 
but how easy is it to measure that 
reduction in risk? 
 

HAPPY/NEW CUSTOMERS
This benefit is rife with 
intangibles. You may get return 
customers of a certain consistent 
amount, but how believable 
is it to assign percentages that 
identify the degree to which 
your solution was responsible 
for that return? Consistency 
and believability become even 
more problematic when trying 
to measure the impact of your 
solution on acquiring new 
business. 

An effective CBA gives far less 
weight to benefits that are 
difficult to assess. Therefore, 
focus on benefits that are 
easier to measure (productivity 
gains and cost avoidance) in 
your objective analysis. Use 
the hard-to-measure benefits 
(disaster avoidance, happy/new 
customers) to extract anecdotal 
evidence related to your solution 
as part of your overall CBA.  

 
 
 

Although the concept was introduced in the 1840s, the motivations behind conducting a 
cost/benefit analysis remain relevant today. Even with the business landscape changing 
through innovative technologies and new operating models, the cost/benefit analysis, 
or CBA, still allows for better decision-making and a more thoughtful analysis when 
weighing construction software options such as solutions for document management 
and control.

6 FACTORS TO CONSIDER IN AN  
EFFECTIVE COST/BENEFIT ANALYSIS
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THE KEY FACTORS  
IN A CBA
Now that you’ve collected the 
germane data related to the 
benefits of your solution, let’s 
dive into the key factors to 
examine in an effective CBA: 
 

1. CONNECT THE DOTS
When you conduct a CBA, also 
called a Return on Investment 
(ROI) calculation, you’re giving 
yourself an entirely new way to 
look at your product. Resist the 
tendency to look at it solely from 
a “cool new feature perspective” 
and open up your analysis to 
include a quantitative connection 
of features. This forces you to 
connect the dots between each 
feature you’re analyzing and 
what type of benefit it’s going to 
bring to you. 

 
 
 
 
 
2. SIMPLEST FEATURE = 
GREATEST REWARD
During the “connecting the dots” 
process, you may discover that 
certain features you thought 
were the most valuable, and your 
initial subjective judgment of 
their worth, must be adjusted. 

When you examine them from a 
value-based perspective, some of 
the more mundane features may 
end up being the ones your team 
needs the most. 

 
 
 
3. PAYBACK PERIOD
Simply put, the payback period 
is the breakeven point where 
the benefits and cost are 
essentially the same. In terms 
of a software solution, that 
point has dipped dramatically 
with the advancement of cloud 
computing. Not that long ago, 
most systems required the 
purchase of a large server, and 
your ROI was projected to come 
between two and three years. But 
with the proliferation of cloud 
computing, the payback period 
should probably now come in 
under a year.

 
 
 
 
4. COST OF DELAY
This factor is self-explanatory. 
It’s the idea that you could 
be throwing away money by 
delaying adoption of a new 
system. If you find you have 
a very strong ROI, every day 
or month you wait represents 
money you could be saving.

 
 
 
 
5. NET PRESENT VALUE 
This factor involves a simple 
question with a simple answer: 
What is the present value of the 
money versus its future worth? 
When your net present value is 
positive, it means this solution 
is a positive investment. As you 
would expect, a negative net 
present value means it’s probably 
not wise to move forward with 
your solution.

 
 
 
 
 
6. PUT YOUR BENEFITS 
TO GOOD USE
Finally, make sure you 
understand what you want to 
do with the benefits of your 
solution. Moving forward with it 
makes sense if you want to grow 
your company and take on more 
projects with the same amount of 
people. Maybe you’re not looking 
to grow your business, but your 
solution will shorten the workday 
of your overworked employees. 
While it’s probably not your first 
choice, your solution might make 
sense if you want to do more with 
less and reduce your overall
head count. 

If you would like to speak with an InEight consultant about a cost/benefit analysis or want to learn more 
about InEight’s capital project management software solutions, visit InEight.com


