
	Business Case Template


Purpose of a Project Business Case
A project Business Case is used to document the justification for undertaking a change as a project, based on the estimated costs (development, implementation and incremental ongoing operations and maintenance costs) against the anticipated benefits to be gained and offset by any associated risks. It is used by the project decision maker (Project Board Executive, Sponsor, those representing the project customer's business interest) to determine if the project is (and remains) desirable- balance of cost/benefit/risk against the need, viable - the products are actually deliverable and achievable - the products can provide the benefits claimed.
As a minimum the Business Case information should include: why a change to the current situation is needed (Reasons), alternatives considered and the preferred option (Business Options), the advantage that is expected (Benefits), the timescales for production of deliverables and benefits (Timescales), the costs of producing project deliverables and their operational and maintenance costs beyond the life of the project (Costs) and summary of the key risks facing the project and their treatment (Major Risks).
At a glance
	WHO CREATES?
	Project Manager, Project Customer (Programme, PMO)

	AUTHORISES?
	Project decision maker (Project Board Executive, Sponsor, those representing the project customer's business interest):

Initiating - verified
Delivery -  reviews and either verifies modified Business Case, or re-verifies current; baselines at key decision points (stage boundaries)

	WHO UPDATES?
	Project Manager/PMO

	HOW IS IT MAINTAINED?
	Business Case should be treated as a Baseline management product

Pre-project (Starting-up) - outline verified
Initiating - first formal baseline verified

Delivery (Managing a Stage Boundary) - updated with actuals so far and forecast, benefits delivered so far confirmed), (Directing a Project) - updated or current baselined Business Case verified, seeks evidence that benefits expected at this point are confirmed
Final Delivery Stage - (Closing a Project) - Review against original and current PID baselines, confirm benefits delivered, plan for realisation of post-project benefits.

	WHAT SOURCES ARE USED?
	Management Products:

· Project mandate and Project Brief – reasons

· Project Plan – costs and timescales

· The Senior User(s) – expected benefits

· The Executive – value for money

· Risk Register (Daily Log)
· Issue Register (Daily Log)
	Key Project roles:

· Decision maker (Executive, Sponsor)

· Senior User - benefits


Executive Summary 

Summarise the rest of the Business Case - key points including the benefits expected and the return on the project investment (the 'excess' value of the benefits over the development, implementation and operational/maintenance costs over a defined time period). 
GOOD PRACTICE TIPS - The Executive summary section should be enough for the 'casual' reader to determine the justification of the project - the rest of the Business Case is the detail that supports this. Imagine that this section is the one most likely to be read by key decision makers, stakeholders and other interested parties - it should be compelling and thorough enough to allow the reader to understand what is being proposed and why it should be done without having to wade through all the detail - but in balance it should be short enough so that it too is not overwhelming.
Reasons
State the current situation, facts and 'drivers' that have led to considering the need for a project to be started - and ideally linked to current corporate/business strategies or objectives.

GOOD PRACTICE TIPS - This section should describe the business 'need' for something to be done but not how it will be done or what it will cost in time or money. Typically the Reasons section will include or refer to:

· Data or metrics from current business operations - showing the 'problem' or 'opportunity', trends
· Strategic drivers - that is the strategic objectives (corporate, department, function etc.) that must be met

· Programme drivers - where the project is being proposed as part of a Programme then the how the project will support the programmes outcomes and benefits should be stated

· Information from the project mandate coming from the corporate/programme body

Business Options

Analysis and reasoned recommendation of the options considered for addressing the 'need' for the project - this section should clearly support the Reasons section.

As a minimum best practice the three options of: Do nothing, Do the minimum and Do something should be articulated, but there could be many more - the recommended option, upon which the rest of the Business Case and project strategies and plans are based, should be clearly identified and the rationale for this selection, unless obvious, given.

The Do nothing option is the 'benchmark' for considering whether doing anything is worthwhile, it should help the key decision maker validate that there is any justification in the other options - and each option presented should allow someone to determine if the level of investment proposed generates benefits that are more desirable, viable and achievable than another.
GOOD PRACTICE TIPS - Each option should include quantification of Costs, Time, Benefits and Risks for the respective proposal - and the same terms should be used across all of them. For example, if option 1 states the financial gain from a cost saving exercise in currency/month, then all the other options should state the cost saving in the same way (or continued expenditure for the Do nothing option).
Expected benefits
A benefit is "..the measureable improvement resulting from an outcome that is perceived as an advantage by one or more stakeholders"

The benefits expected from delivery of the chosen option stated in measurable terms. Measureable means two things - that the benefit can be measured (it is actually possible to collect/interpret future data of the benefit to compare against the starting position of Do nothing) and, the terms of the measure are clear. 

An example - "More Customers retained" is an illustration of a poorly stated benefit. It is not clear how many "more customers" would be, and we do not know what "retained" means without qualification. An improvement of this benefit - "Between 10% and 15% of Customers who have ordered and paid for a product in any 6 month period will order and pay for at least one more product in the following 3 months after the first order". This now tells us that to prove the benefits have been realised we need to be able to: establish current ordering/paying patterns from our business systems, record the history of customer ordering over a period of time, and present the data to show trends between first orders and subsequent ones. If the organisation does not have this relatively simple data collection capability then the benefit is not 'provable'.
GOOD PRACTICE TIPS - 

· List each benefit separately with its expected quantified value, showing change over time if appropriate.

· Include quantification (financial, operational metrics, proxy measures) that are actually able to be measured. Where this is difficult then the use of statement of Outcomes is an alternative. An example - "Increased use of the service by the majority of current subscribers" is an outcome where a related ideal benefit could be "At least half of current service subscribers have placed an additional service request in the 12 months period after the project closes". In this case the outcome is subjective, but it may not be practically or commercially possible to measure the ideal benefit - so the outcome may be what is used in the business case, but beware how this outcome is interpreted by different stakeholders!
· Link each listed benefit to a corporate/strategic objective - i.e. what does it contribute to?

· Map the key outputs (deliverables) from the project to each outcome/benefit - simply stating that all outputs are necessary does not validate that they indeed are

· Assign each benefit to a business 'owner' - PRINCE2 makes it clear that this is a combination of the Project Board Executive during the project and those who occupied Senior User roles after the project closes. The point is to make it clear who should be held to account for realisation of each benefit - it should not be the project manager as they do not have the authority to realise benefits, merely to produce outputs that can support benefit delivery.

Expected dis-benefits

A dis-benefit is "…an outcome perceived as negative by one or more stakeholders"

Dis-benefits are actual consequences of the project's activity - they are predicted to happen as certain events. These are not the same as risks, which are uncertain events potentially causing impacts.

GOOD PRACTICE TIPS - List clearly all those negative effects that will occur as a result of the project. If possible make them measureable just like the benefits - they can be tracked and reported on in the same way which is useful to determine if indeed the project is having the predicted effect, even if it is seen as 'negative' by the stakeholder.
Timescale

The timing of predicted key project 'events'. At its simplest this should be the start and end date/time of the project. The timescale information should be presented by summarising the confident values from a Project Plan.
GOOD PRACTICE TIPS - Inclusion of other key timing information is useful:

· time over which project costs are incurred (i.e. expenditure on development and implementation, including costs of Project Management activities)

· time over which the operational/maintenance costs and value of  benefits have been articulated (links to Investment Appraisal section)

· the timing of key benefit realisation - i.e. when the claimed benefits will appear during, at end and beyond the projects life

Costs

A summary of the confident values from a Project Plan showing: project development, implementation and Project management activities, plus the ongoing operations/maintenance costs of the outputs for a period after the project closes.

GOOD PRACTICE TIPS -

· The period used for ongoing operations/maintenance costs should be consistent with the periods used in the Business options and Timescale sections

· The sources of funding for the project costs and ongoing operations/maintenance aspects should be stated.
· Where the project has little cash cost, for example where it is mostly or wholly using existing people resources as the 'cost', then the source of these resources and the authority to use them should be clearly stated 
Investment appraisal
A comparison of the development, operations and maintenance costs with the value of the benefits over a period of time.

This section takes details from other sections, particularly the costs and benefits,  and re-displays them to show a 'profile' of investment in the project, the support needed for the deliverables after the project and the value of benefits obtained from the deliverables. 

There are many different ways of presenting an Investment Appraisal but one is illustrated below. This example allows interpretation of the following characteristics for this fictitious project:
· The project/deliverable investment outweighs the benefits until sometime in year 5 - question, "are we prepared to wait that long?"
· Some benefits are realised before the project finishes, 4 in Year 2, presumably because some project outputs can be used to create outcomes before the project closes.

· Benefit 1 only contributes 15 to the total. Is this really necessary as without it the project still has a positive return.

· Losing all or large proportion of either Benefit 2 or 3 leads to a negative return in year 5 - question "is the realisation of these 2 benefits likely, are they protected?"

	
	
	
	project closes end of Year 2

	COSTS
	YEAR 1
	YEAR 2
	YEAR 3
	YEAR 4
	YEAR 5
	5 Year total

	Develop
	10
	5
	
	
	
	

	Implement
	25
	15
	
	
	
	

	Project Management
	10
	5
	
	
	
	

	Operations
	
	3
	5
	6
	5
	

	Total costs
	45
	28
	5
	6
	5
	89

	BENEFITS
	
	
	
	
	
	

	Benefit 1
	0
	0
	5
	5
	5
	

	Benefit 2
	0
	3
	20
	12
	14
	

	Benefit 3
	0
	1
	12
	15
	20
	

	Total benefits
	0
	4
	37
	32
	39
	112

	Net (-cost)/benefit
	-45 
	-24 
	32 
	26 
	34 
	

	Cumulative (-cost)/benefit
	-45 
	-69 
	-37 
	-11 
	23 
	


Table 1 - illustrative layout of financial investment appraisal data

GOOD PRACTICE TIPS -

· Check if your organisation has any standard presentation standards, methods of calculation or tools to be used for Investment Appraisals. Common Investment Appraisal techniques with different presentation outputs are: cash-flow statement, ROI, net present value(NPV), rate of return and payback period. Your key decision maker (Sponsor, Project Board Executive etc.) should state their requirements for presentation and detail as they will normally use this section in their discussions with corporate/programme management when seeking approval or rationalising key business decisions.
· Some organisations use the same presentation approach to illustrate each Business option considered

· Where benefits are not financial, or it is not possible to translate them into an equivalent financial basis you will have to agree an appropriate way to display them.

· Where a Business case costs consist of a high proportion of non-financial values (e.g. staff or people resources) consider showing these as 'numbers of people', or 'resource hours/days' to be expended. If there are also non-financial benefits then these could be translated into equivalent 'people' or 'hours/days' values - this works well only if there is an appropriate 'exchange' rate agreed to convert benefits into people based measures.

Major Risks
A Risk is defined as "…An uncertain event or set of events that, should it occur, will have an effect on the achievement of (project) objectives"

Key risks associated with the project should be summarised together with the likely impact of each and any responses devised to manage them.
The Major risk summary can be presented in any acceptable form - check if your organisation has a preferred standard for presentation, and in particular your key decision maker (Sponsor, Project Board Executive).
GOOD PRACTICE TIPS -

· A simple Summary Risk Profile can be used to show risks against Probability (vertical scale) and Impact (horizontal scale) - the profile should also show the project Risk Tolerance line/level to indicate which risks are above the line and therefore needing proactive management

· An extract of the Risk register (or Daily Log) can be used but remember that the key decision maker does not necessarily need all of the logged details to make a Business case decision.

· If translating risks into Expected values then the sum of all these values could be included under this section to show the overall project exposure to risk. This works well only if risks can be truly translated into equivalent financial 'loss' or 'gain'. If your organisation uses calculated scales/metrics for risks then these values could be shown in some way as an aggregated value with the same effect.
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