
The Business Case Approach (BCA) provides the 
foundation for identifying and developing land transport 
activities. As part of the BCA these activities are assessed 
for the benefits they deliver compared to the costs they 
involve so that they can be prioritised and at the same time 
checked to ensure they offer value for money.
The Transport Agency’s Investment Assessment Framework (IAF) assesses funding 
applications against two factors:

 – Results alignment, which assesses and confirms the relevance and significance 
of the problem or opportunity in relation to the Government Policy Statement on 
Land Transport (GPS).

 – Cost–benefit appraisal (CBA), which is a way of quantifying the monetary value of 
the national benefit that results from government investment in transport.

In terms of cost-benefit appraisal, the Transport Agency’s Economic evaluation 
manual (EEM) is used allows for a consistent and systematic approach to the 
evaluation of social costs and benefits for complex, moderate- to high-risk 
improvement investment proposals. For major projects, especially projects designed 
to have a more transformative effect, the analysis includes whole-of-government 
wider economic benefits outside of traditional transport system benefits of safety 
and travel-time savings, as shown in the diagram on the following page.
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Comparable
Gives an even playing field with common 
measurements so that projects can be 
compared with each other

Consistent
All investment proposals use the same 
tool (EEM), the same values and the same 
time period (present value)

Systematic
Following a systemised approach ensures 
all potential benefits are captured

Value for money
Alternative investments are assessed 
against the lowest-cost alternative (and 
the counterfactual – the do-nothing 
option) to determine the value for money 
of the additional investment required to 
provide the solution

The EEM approach
The EEM provides a consistent and systematic approach for comparison and calculating the value for money of complex projects to 
ensure the most efficient use of resources.

For investment proposals considered low cost and low risk, or routine such as bridge replacements, other approved methods including 
simplified versions of the EEM can be used.

Using the EEM to apply the cost–benefit appraisal

Consistent
Once you have identified the interventions, outputs, outcomes 
and benefits of the infrastructure investment, the EEM provides 
a consistent method for valuing these inputs in monetary terms 
using today’s value of money.

This means benefits that happen a long time in the future are valued 
less than benefits that start immediately.

Systematic
With all investment partners using the same methodology, the 
systematic approach ensures that each application uses the 
same inputs and valuations.

The EEM standardises inputs, for example the EEM suggests that the 
value of saving one life is $4.5 million.

Comparable
Standardising the data captured means that we can assess the 
monetised and non- monetised benefits against other possible 
activities. This is to ensure National Land Transport Fund 
(NLTF) investments are comparable, so the transport sector can 
maximise portfolio benefits.

Two projects can be equally compared, for example a project in a city 
saving 1000 commuters 1 minute each and an inter-regional journey 
saving 100 travellers 10 minutes.

Value for money
The EEM inputs into the decision-making process by providing 
a methodology for making comparisons of alternative 
investments. The BCA and the investment decision-making 
process are the tools used for determining if an individual 
investment should be made.

For example, on completing the BCA phases and using the EEM, a 
project estimates that for every dollar invested, it will return benefits of 
eight dollars (a benefit–cost ratio of 8). This does not guarantee NLTF 
investment, as the project must be passed through the decision-making 
process, of which value for money is an important input.
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Link to Business Case Approach fit-for-purpose effort
The BCA principle of ‘fit-for-purpose effort’ also applies to the CBA. For large activities 
a full CBA applies. For simple activities we have developed simplified procedures which 
apply to common improvements scenarios, and for low-cost/low-risk projects we require 
information at a programme level only. 

Limits of the cost–benefit appraisal 
The CBA works well for improvements activities where there is a clear counterfactual (a 
do-nothing option). In the case of continuous programmes, such as road maintenance, it is 
hard to measure or predict the impact of a reduction in customer levels of service. In this 
case, cost–benefit appraisal is performed by benchmarking, where an investment proposal 
is compared against a normalised group other proposals within a pre-determined peer 
group with a similar network levels of service to ensure value for money.

Example: Upgrade of regional road to an expressway

INTERVENTION OUTCOMESOUTCOME CLASS IMPACTS/VALUE

Upgrade of two-
lane regional 
road to four-
lane expressway 
with attached 
cycle path

Cost: $50M net 
present value

Network 
performance

Safety

Reduction in travel time 
for daily road users

Increase in travel-time 
reliability (fewer stops 
and starts)

Resilience – fewer 
unplanned road  
closures due to flooding 
events and crashes

Reduction in deaths 
and serious injuries

Availability of mode 
choice

$45M travel-time savings 
based on four-minute saving 
per day for road users

Benefits are over 40 years

$15M vehicle operating cost 
savings based on smooth 
travel times

$10M based on 10% chance 
of big impact causing $100M 
disruption

$25M crash cost savings 
based on five fewer death and 
serious injury crashes

$5M from health benefits 
from increased active mode 
use

Health

Total cost in present 
value: $50M

Total benefits in present value: $100M
Benefit–cost ratio: 2


