Up-Front ROI Analysis – Zapco HR Project

Core Business Driver

The main business driver that justifies the implementation of this solution is the main focus from CEO which is reduction of cost, the following possible areas of cost reduction are identified:

· Reduce IT Cost of HR Systems

· Quicker privisioning and transfer of employees, reduces cost and increases revenue

· Lower the direct cost of the process of transferring employees

· Lower operational cost

Assumptions used in this ROI Analysis

· All amounts are stated in NOK, Norwegian Kroner (1 NOK = 0.1168 €)

· The cost of an HR executive is NOK 2 000 / day

· The average revenue for the employees are NOK 10 000 /day

· Senior / Expert developer cost is NOK 10 000 / day

Initial ivestment assessment

· Hardware, Server, disks, network infrastructure
1 000 000

· Software licenses, 100% based on OpenSource
0

· Integrations - Development, testing, rollout
17 interfaces, each 20 days => 340 days => 340 * NOK 10 000
3 400 000

· Business Services
3 processes, each 20 days => 60 days => 60 * NOK 10 000
600 000

· Project management, Administration, QA and related services
40% on top of total project cost
1 600 000


· Total Capital Expense
6 600 000

Cost reduction assessment

· Reduction of manual labour per privisioning, deprovisioning and transfe
There is a total average of 10 000 movements per year, for each of these
the automatization will save 2 days of manual work for HR executives
Savings = 2 days * NOK 2 000 * 10 000 movements / year
4 000 000

· Increased productivity in Provisioning and transfer
Automatization will generally save on day which means the employee
Will be productive one day earlier providing on average increased revenue
by NOK 10 000 per transfer
Increased revenye = 1 day * NOK 4 000 * movements / year
4 000 000


· Final Value / Cost Savings per year
8 000 000

ROI Asessement

· 1st year savings
400 000

· Next year savings
7 000 000

· Cost over 3 years
9 600 000

· Savings over 3 years
24 000 000

Number of months till breakeven = (Capex / Savings 1st year) * 12
(7 600 000 / 8 000 000) * 12
#Months till breakeven: 11.4

ROI = (Total savings – TotalCost) / TotalCost

ROI = (24 – 9.6) / 9.6 = 1.5
ROI = 150 %

Other Business Drivers

How project will contribute to positive effect for other business drivers

· Increase in reuse
There will be a limited amount of reuse within project and also possible reuse of services for other employee related processes.

· Improved visibility
Some limited improved visibility due to measurements of provisioning and transfer processes.


· Business empowerment
No significant effect


· Business agility
Limited effect
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