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Cost-Benefit Analysis

Organizations spend a lot of money on project development. However, the aim of developing these projects is to make money while the society also benefits. Before the construction of a project, it is necessary to conduct a cost-benefit analysis. The analysis is a concept through which the organization weighs the costs and benefits of a projects against its alternatives (Mishan, 2015). The company can use a cost-benefit ratio to rank the available options. Projects that are beneficial to communities include dams, healthcare facilities and highways among others. The principle of cost-benefit analysis; therefore, assists project managers to identify the projects that are valuable. 

The process
Defining the Goal or Objectives of the Project


The project at hand is the construction of a storage building. The facility will be used for road construction purposes by a state agency. It will measure 50’ by 50’ and will include a foundation, four concrete walls, windows, doors and a roof. Upon completion of the facility, there will also be the installation of electricity for lighting and other purposes.

Alternative Projects


The agency could as well develop a plan on the construction of a dam that will supply the community with water for farming. The project entails the development of a barrier that will measure 4,921.25’ in width and the depth will measure 49.2126’. 

Another alternative is the development of a locally funded home for the children residing in shelters. It will involve the construction of resident halls together with classrooms where these less fortunate children will attend school.


Alternatively, the construction company would develop a healthcare project. The plan would include the construction of a healthcare facility that performs heart-related surgeries at subsidized costs. It would further add ward where the patients will stay will recuperating.

Stakeholders


The storage building construction project has several stakeholders including the government that will provide the necessary funding. The government remains the primary stakeholder in projects related to road construction (Flyvbjerg, 2014). In 2016, the government spent more than 90 billion dollars in road construction processes and the value is expected to rise in the future. The project engineers will play a vital role in developing the project plan while giving the specifications. The surrounding community can either provide or deny the consent for the project development. However, in cases where societies have failed to provide consent, the government uses the official ranking to overturn the decision without needing the approval of the people. Other project stakeholders include the employees who will undertake the construction activities including the building of the walls, the roof, the windows and the installation of electricity.
The Stakeholders for the Alternative Projects


The government will be the primary stakeholder in the construction of the irrigation dam. Part of the community around will need to be relocated to provide enough land to facilitate the project. The government will fund the project as well as compensation to the relocated families. Employees who will undertake the construction of the dam will possess a minority stake. 


The government will fund the healthcare program through the United States Health Department. It will also depend on international donors to ensure that the right medication is available together with the proper treatment of the patients (De Vries & Yehoue, 2013). 


Finally, the state government will fund the children’s home project. It will further depend on the local community for donations regarding food and clothing. Other stakeholders include the employees who will undertake the construction processes while the children will benefit directly from the project.
Prediction of Outcomes and Costs
	Project
	Costs
	Benefits

	Construction of a storage facility
	The building material and the labor will cost approximately $91,900
	The project is the development of a road that will connect to the agriculturally productive areas of the state. In this case, the value of agricultural exports will increase by $10 million per year.

	The construction of a children’s home 
	Building materials will cost around $20,000

The labor associated costs will add up to $5,000 for the activity that will take place for one month.
	The associated benefits include a reduction in the rate of crime in the country by 5 percent



	The development of a health facility that will assist patients with heart-related problems.
	The facility will include a four-storied building that will host the reception, consultation rooms, theatre and beds in case of admission. Since it partially depends on international donors, completion might take two years. The associated costs of material will be approximately $100,000. The cost of labor adds up to $ $200.000.
	The hospital capacity will be 50 patients who will access subsidized healthcare. On an annual basis, the facility is expected to attend to about 500 patients.  

	Development of an irrigation dam
	The activities include digging of a dam that will be 4,921.25 feet long while the depth will be 49.2126 feet. The cost of labor will add up to $150,000.

Other activities include the development of the four walls for safety purposes. This will incur a total cost of $50,000 including materials and labor.
	The project’s anticipated benefits include increased food from agriculture.

People will get more employment in the agricultural firms.

The project is expected to raise the national value of agriculture by about $5 million annually.


Evaluation of Costs and Benefits


All the projects are of value to the community. However, a cost-benefit analysis reveals the plans that are worth the company’s resources including money and time. While all the projects add value to the country’s economy, the construction of the project will cost approximately $92,000 while the estimated benefits in international trade will add up to $10 million on an annual basis. Eastern Construction Company should; therefore, proceed with the construction of the storage facility.
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