Cost-Benefit Analysis - Instructions

This is the form that you will use to conduct your Cost-Benefit Analysis for your Week 2 Assignment 1, and for Section 5 of your Week 5 Course Project. 

One page 1 of the form, you will use OSHA's online Safety Pays Estimator tool to populate the “Injury Cost Table” by generating the direct, indirect and overall total costs of four types of injuries. Please read the Background information about the tool before starting this assignment.

On the Estimator tool, you will first select an injury. Next, you will type in the number “3” in the “Profit Margin” field, which is the default profit margin number used in the tool. Finally, you will type in a number in the “Instance” field. See the notes in blue below in the “Injury Cost Table” for details on the “Instance” field.  

After you have selected/entered the appropriate information for those fields, run the tool and enter the results of the first injury into the table in the yellow boxes. You will repeat these steps three times for three additional types of injuries so that you have a total of 4 injuries with their direct and indirect costs in the table. 

Once you have the Page 1 table populated with 4 injuries and their direct and indirect costs, calculate the totals in the last column of the table (see notes in below for the formula.)  The final total in the bottom right corner in the grey box is the total overall cost of Injuries annually with no Safety Program. This total also represents the annual cost savings (or benefit) that a company would realize if they have implemented a Safety Program (). This number is the “Benefit” number you will use on page 3 to calculate the Cost-Benefit ratio. 

On page 2 of the form, you will calculate the cost of implementing a Safety Program. Hypothetical (but realistic) estimates have been provided for you. The final total in the bottom right corner in the grey box is the one-time cost associated with implementing a Safety Program. That number is the “Cost” number you will use on page 3 to calculate the Cost-Benefit ratio. 

On page 3, you will calculate the Cost-Benefit Ratio using the formula provided  If a Cost-Benefit ratio is greater than 1.0, the benefits outweigh the cost. If a cost-benefit ratio is less than 1.0, the costs outweigh the benefits.
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Injury Cost Table (Every 12 months)


	Injury Type 
(Select from OSHA Cost Estimator, your choice)
	Instance
(No. of times injury occurs in 12 months; Use estimates provided below in OSHA Cost Estimator)
	Direct Cost
(Transfer from OSHA Cost Estimator)
	Indirect Cost
(Transfer from OSHA Cost Estimator)
	Total Overall Cost
(Direct Cost + Indirect Cost x Instance)


	(Injury #1 - Type in here)
	5
	
	
	


	(Injury #2 - Type in here)
	6
	
	
	


	(Injury #3 - Type in here)
	3
	
	
	


	(Injury #4 - Type in here)
	7
	
	
	


	Total cost of Injuries annually with no Safety Program. 
Total cost savings (benefit) with a Safety Program.
	N/A
	N/A
	N/A
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Safety Program Cost Table (One-time)


	Aspect 
	Work Hours
(Safety Team - 4 People) 
	Average Hourly Wage
	Total Cost of Work Hours
(Work Hours x Average Hourly Wage)

	Total Cost of Fac. Mat. & Equip.
	Total Overall Cost
(Copy from two previous columns)

	Policy and Procedure Development and Implementation
	8000 (12 months)
	$40.00/hr
	
	N/A
	



	Initial Training Development and Delivery
	8000 (12 months)
	$40.00/hr
	
	N/A
	



	Program Monitoring
	2000 (12 months)
	$
	
	N/A
	



	Facilities, IT, Materials and Equip.
	N/A
	N/A
	N/A
	$1,000,000
	



	Total Overall Cost of implementing a Safety Program
	N/A
	N/A
	N/A
	N/A
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Cost-Benefit Ratio (Every 12 months)

Formula:


Present Value of the Expected Benefits
____________________________________      =    Cost-Benefit Ratio

Prevent Value of the Expected Cost 



	Cost Savings from Having a Safety Program
	Cost of Implementing a Safety Program 
	Cost-Benefit Ratio

	
Total from Page 1 
	
Total from Page 2
	
Result of formula calculation




