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Question 2. 

Discuss how Cost-benefit analysis is effective for a project? Support your arguments with real 

example  

Answer:  Definition of 'Cost Benefit Analysis 

 

Definition 
A procedure for estimating all costs involved and possible profits to be derived from a business 

opportunity or proposal 

Description: It takes into account both quantitative and qualitative factors for analysis of the value 

for money for a particular project or investment opportunity. Benefits to costs ratio and other 

indicators are used to conduct such analyses 

The objective is to ascertain the soundness of any investment opportunity and provide a basis for 

making comparisons with other such proposals. All positives and negatives of the project are first 

quantified in monetary terms and then adjusted for their time-value to obtain correct estimates for 

conduct of cost-benefit analysis. Most economists also account for opportunity costs of the 

investment in the project to get the costs involved. 

Cost-benefit analysis (CBA) is a technique used to compare the total costs of a programmed 

/project with its benefits, using a common metric (most commonly monetary units). This enables 

the calculation of the net cost or benefit associated with the programmed.  

As a technique, it is used most often at the start of a programmed or project when different options 

or courses of action are being appraised and compared, as an option for choosing the best approach. 

It can also be used, however, to evaluate the overall impact of a programmed in quantifiable and 

monetized terms. 

 

EXAMPLE 

Good Health’ is a startup hospital that has been in operation for close to two years now. The 

manager, however, plans to expand its operations in the third working year. The hospital 

management decides to run a cost-benefit analysis to determine whether or not the decision is 

beneficial or feasible. 

The management analyzes a time horizon of one year and estimates that the total revenue collected 

will amount to $200,000. However, this will be possible if 2 more physicians are hired and more 

hospital equipment worth $100,000 bought. The salary of the physicians will be $ 70,000, and the 

cost of hiring and training will be $5,000. 

Therefore, when calculating the CBA, we first get the total costs by adding all the costs. 

In this case, it will be salaries + equipment+ cost of hiring and training 
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= 100,000+ 70,000+ 5,000 

= $ 175,000 

Additionally, there is the cost of expanding consultation rooms which stands at $10,000. 

On the other hand, the benefits that will come after the implementation of the plan will be 

$200,000. Therefore, using the benefit-cost ration, we get 175,000/200,000= 0.875. Given that the 

value is positive and that the total benefits are greater than the costs, the CBA indicates that the 

decision to expand the hospital’s operation is feasible and beneficial to the company. 

 

Question No. 01 

Define and explain the risk log/register in your own words. Develop a risk log/register for the 

construction project (you have worked in or you are working). Details of each project must be 

unique and should be provided accurately to the best of your knowledge. Risk register is attached 

at the end of the paper (Table 1). Use notes for specifying headings 

Answer: Risk Register 

A Risk Register is a tool for documenting risks, and actions to manage each risk. The Risk Register 

is essential to the successful management of risk. As risks are identified they are logged on the 

register and actions are taken to respond to the risk. OR 

A Risk Register, also referred to as a Risk Log, is a master document which is created during the 

early stages of your project. It is a tool that plays an important part in your Risk Management Plan, 

helping you to track issues and address problems as they arise. 

There are many different tools that can act as risk registers from comprehensive software suites to 

simple spreadsheets. The effectiveness of these tools depends on their implementation and the 

organization’s culture. 

10) Special measurement for disposal of waste soil etc. 
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Question 3.  

(a) What is Normal Probability distribution?  

(b) Suppose that the data concerning the first-year salaries of employees is normally 

distributed with the population mean µ = 60000 PKR and the population standard deviation 

σ = 15000 PKR. Find the probability of a randomly selected employees earning less than 

45000 PKR annually. Hint: To answer this question, you have to find the portion of the 

area under the normal curve from 45 all the way to the left. Find Z-Score table at the end 

of the paper (Table 2) 

Answer: 

 

  Normal Probability distribution 

The normal distribution is a probability function that describes how the values of a variable 

are distributed. It is a symmetric distribution where most of the observations cluster around 

the central peak and the probabilities for values further away from the mean taper off 

equally in both directions. 

Answer: 

Given data: 

Mean µ = 60000 PKR-------------------------------------------------(1) 

Standard deviation σ = 15000 PKR--------------------------------(2) 

x≤45,000-----------------------------------------------------------------(3) 

Required: 

The portion of the area under the normal curve from 45 all the way to the left? 
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Z-Score table at the end of the paper (Table 2)? 

 

SOLUTION: 

 

The natural log of normally distributed with the population mean µ = 60000 PKR  is 11.002 

and  standard deviation σ = 15000 PKR  is 9.6158 What is the probability of a randomly 

selected employees earning less than 45000 PKR annually This is a tougher one.  First let 

find out what the natural log of 15,000.  Its 9.6158.  Next we need the standard deviation 

of log income. Its 9.6158.   

Now we can form a z score. 

Z= (x-u)/ -------------------(1) 

Put value in equ 1 

Z=(10.714-11.002)/9.615 

=-.03 

What is P(Z=-.03)  

From table 2 we have ( .51197) 
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THIS IS JUST 

1-P(Z<.03) = 1-F(.03)= 1- .51197=.48803 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


