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HOMEWORK ACTIVITY
The business case for new handheld computers

A major petrochemical company employs a team of 8 technicians to monitor all the equipment on a large refinery. Currently the technicians use paper forms to record readings from various gauges. The full employment cost of each technician has been calculated as $16 per hour.

The company IT department has investigated the business case for replacing the current paper based system with handheld computer units. A variety of benefits are expected in terms of data quality, less paper and improved staff productivity. There are also safety benefits in terms of identifying abnormal readings more rapidly. The costs would be:
 
•	Handhelds purchase price: $40,000 (payable immediately)
•	Estimated life cycle: three years (no value thereafter)
•	Installation and training fee: $8,000 (payable immediately)
•	Annual maintenance contract: $1,500 (payable annually in advance)

Benefits (assuming 50 weeks are worked each year, 7 days a week):

Each technician spends on average 30 minutes a day inputting and updating shared files. The handhelds will automate this work. In addition savings in stationery are estimated to be $100 per month.

Required:

a)	Using only the financial information provided in the case, develop an outline business case for the project using whatever measures you feel are appropriate. The company cost of capital is 10%. 

b)	Apart from the benefits quantified, discuss any other factors that should be considered when deciding whether or not to proceed.
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