
CHAPTER FIVE : CASE ANALYSIS 
 
In this chapter, we will analyze the performance of Company A’s e-procurement 
project based on our proposed IOS evaluation in Chapter 3. The analyses are divided 
into four parts, as four perspectives we mentioned in previous chapters: IT 
infrastructure perspective, internal business process perspective, business supplier 
perspective and business performance perspective. We will consider 5 years as a 
reasonable horizon for a system life cycle. The detail data analysis is as follows, and 
the summary of data collection can be found in Appendix B.   
 

5.1. IT Infrastructure Perspective 

In the light of chapter 3, we mentioned about three indicators to measure total 
cost in IT infrastructure perspective: IT planning, IT development and IT operation. 
From January 2000 to December 2001, Company A spent 24 months, equal to 8 
seasons to execute the entire projects and many sub-plans. Some of the costs only 
happens in the first year, which we call on-time cost, including IT planning cost, 
development cost, education and training cost and connecting cost. As regards 
ongoing system support and maintenance cost and cost of enhancing and update 
software in IT operation cost, they will happen every year, as recurring cost. We list 
the cost classification in Table 5-1. 
 

Table 5-1 One-time cost vs. Recurring cost 

IT Planning 
 IT planning cost 

IT Development 
 Development cost 
 Education and training cost 

One-time cost 

IT Operation 
 Cost of connecting with suppliers 

Recurring cost
IT Operation 

 Ongoing system support and maintenance 
 Enhancing and update software 

 
IT Planning 

The IT planning cost involved the cost to plan and standardize the manufacturing 
and marketing processes and setup a new central hub. 7.5 employees of Company A 
joined in this work, thus the total cost of IT planning come to about 787,500 NT 



dollars, if we suppose the average salary of each employee is NT. 35,000 per month. 
The calculation is as follows: 

 
IT planning cost 
= Time (to planning) * Employee (to planning) * Salary (each employee) 
= 3 (month) * 7.5 (employee) * 35,000 (NT. each employee per month) 
= 787,500 (NT.)
 

IT Development 
 IT development cost can be broken down to (1) development cost and (2) 
education and training cost. Development costs include the expenses of establishing 
the systems, standardizing data formats and operation processes. From January 2000 
to September 2001, there are totally 206 employees joining in IT development. Tasks 
related with development cost include: 
 

 Development cost 
 Automate business transactions 

- Establish standard processes for automating business transaction. 
- Build data standardization.  

 Automate RFQ (request for quotes) process 
- Establish standard processes for automating RFQ. 
- Build data standardization. 
- Integrate ERP system.  

 Build center of electronic certification 
- Build the electronic certification system. 

 Develop industrial standard XML schemas 
- Build the XML format for internal Company A use. 

 Develop central hub 
- Build data standardization. 
- Help satellite factory plan internal ERP system. 
- Integrate hub operation processes between hub suppliers’ and satellite 

factories in order to make suppliers promise the purchase amount and 
entrust the key elements to centralize hub management.   

 Supply chain collaboration and integration  
- Build data standardization. 
- Plan and standardize suppliers’ operation process. 
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- Deliver order information to suppliers via internet. Suppliers will do 
the production schedule and delivery plan fast and correctly according 
to the inventory condition and production capacity. 

 Internet competitive bid 
-    Build data standardization and standardizing operation process. 
- Provide suppliers with the fair and immediate opportunity to strive for 

orders.  
- Develop new systems and integrate with ERP systems, inclusive of 

suppliers management module, on-line elements register management, 
transaction data management, restricted tender and price of award, 
system management module, security control, system maintenance and 
backup.  

  
 The development cost is calculated as follows:  
 

Development cost 
= Time (to develop) * Employee (to develop) * Salary (each employee) 
= 3 (month) * 206 (employee) * 35,000 (NT. each employee per month) 
= 21,630,000 (NT.) 

 
 Besides development costs, from March 2000 to December 2000, there are 31 
employees in the job of educating and training. Education and training cost mainly 
involves two kinds of tasks: popularizing on-board plan and improving suppliers’ 
competitiveness. The detailed task descriptions are as follows. 
 

 Education and training cost 
 Popularize on-board plan 

- Offer education courses for on-board suppliers. 
 Improve industrial information application capability 

- Build the consultant and service team. 
- Improve suppliers’ competitiveness. 
- Provide online supplier assistance. 

 
The detail calculation is as follows,:   

  
 Education and training cost 
 = Time (to train) * Employee (to train) * Salary (each employee) 
 = 3 (month) * 31 (employee) * 35,000 (NT. each employee per month) 
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 = 3,255,000 (NT.)   
 

The total of IT development cost is thus NT $24,885,000:  
 
 Total IT development cost 
 = Development cost + Education and training cost 
 = 21,630,000 + 3,255,000  
 = 24,885,000 (NT.) 
 
IT Operation 
 IT operation cost includes three different expenses: (1) ongoing system support 
and maintenance, (2) costs for enhancing and updating software, and (3) supplier 
connection cost. The major tasks for ongoing system support and maintenance 
include:  
 

 Ongoing system support and maintenance cost 
 Improve industrial information application capability 

- Build the consultant / service team and technical guidance to provide 
answers for suppliers’ inquiries. 

- Provide 210 on-board suppliers in problems eliminating and solving, 
operation explaining and data rehabilitation etc. 

- Prepare RosettaNet implementation environment, hold the regular 
meeting and discussion with Rosettant Express BP/IT team, complete 
Rosettanet Validation Program. 

 Internet competitive bid 
- Suppliers management module, on-line elements register management, 

transaction data management, restricted tender and price of award, 
system management module, security control, system maintenance and 
backup.  

 
 From October 2000 to December 2001, Company A hires 94.5 workers in 
ongoing system support and maintain: 
   
 Ongoing system support and maintenance cost 
    = Time (to maintain) * Employee (to maintain) * Salary (each employee) 
 = 3 (month) * 94.5 (employee) * 35,000 (NT. each employee per month) 
 = 9,922,500 (NT.) 
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 As to enhancing and updating software, Company A provides suppliers different 
scale of update based on their operating scale. Genearlly, Rosettanet operation model 
is for the large-size suppliers, Tunkey operation model is for the medium suppliers 
and Internet Web-based operation model is for small suppliers.   

In the last 2 seasons, from July 2001 to December 2001, there are overall 70 
workers for this improvement program. The cost for enhancing and update software is 
as follows:  
 
 Costs for enhancing and update software 
    = Time (to enhance/update) * Employee (to enhance/update) * Salary (each  
      employee) 
 = 3 (month) * 70 (employee) * 35,000 (NT. each employee per month) 
 = 7,350,000 (NT.) 
  

In addition, Company A completed 60 suppliers’ connection in the third season of 
year 2000, and another 200 connections in the fourth season. There are 27.5 
employees responsible of this job, so the cost of connecting with suppliers is: 
 

Cost of connecting with suppliers  
= Time (to connection) * Employee (to connection) * Salary (each employee) 
= 3 (month) * 27.5 (employee) * 35,000 (NT. each employee per month) 
= 2,887,500 (NT.) 
 

As a result, the sum of three expenses is IT operation cost:  
 
  Total IT operation cost 
 = Ongoing system support and maintenance + Costs for enhancing and update  

software + Cost of connecting with suppliers 
= 9,922,500 + 7,350,000 + 2,887,500  
= 20,160,000 (NT.) 

 
 We put all equations in Table 5-2.  
 

Table 5-2 Equations in IT infrastructure perspective 

IT Planning 
Total IT planning cost 
= Time (to planning) * Employee (to planning) * Salary (each employee) 
= 3 (month) * 7.5 (employee) * 35,000 (NT. each employee per month) 
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= 787,500 (NT.) 
IT Development 

Development cost  
= Time (to develop) * Employee (to develop) * Salary (each employee) 
= 3 (month) * 206 (employee) * 35,000 (NT. each employee per month) 
= 21,630,000 (NT.) 
Education and training cost  
= Time (to train) * Employee (to train) * Salary (each employee) 
= 3 (month) * 31 (employee) * 35,000 (NT. each employee per month) 
= 3,255,000 (NT.) 

IT Operation Cost 
Ongoing system support and maintenance cost 
= Time (to maintain) * Employee (to maintain) * Salary (each employee) 
= 3 (month) * 94.5 (employee) * 35,000 (NT. each employee per month) 
= 9,922,500 (NT.) 
Costs for enhancing and update software 
= Time (to enhance/update) * Employee (to enhance/update) * Salary (each 
employee) 
= 3 (month) * 70 (employee) * 35,000 (NT. each employee per month) 
= 7,350,000 (NT.) 
Cost of connecting with suppliers 
= Time (to connection) * Employee (to connection) * Salary (each employee) 
= 3 (month) * 27.5 (employee) * 35,000 (NT. each employee per month) 
= 2,887,500 (NT.) 

  

5.2. Internal Business Perspective and Business Supplier Perspective 

5.2.1 Automated processes 
According to our proposed methodology, activities between internal business and 

business suppliers need to be identified before evaluating the performance. Figure 5-1 
shows Company A’s e-procurement process.   
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Figure 5-1 Company A’s e-procurement system 

  
Three groups of users are involved: procurement group, shipment group and 

finance group. Table 5-3 summarizes their corresponding tasks that would be 
automated by the e-procurement system.  

 
Table 5-3 Main processes and detailed activities 

 Internal Business Process Perspective Business Supplier Perspective 
Forecast and Procurement Order Service 

1.1 Allocation / Forecast  1.2 Allocation / Forecast Response Procurement 
group 

1.3 PO Request / Change 1.4 PO Confirm 
Shipment Inventory 

2.1 Shipping Information Inquiry 2.2 Shipping Information / ASN 
Shipment 

group 
2.3 Shipping Information Confirm 2.4 Shipment  

Finance Finance 
3.2 Delivery Confirm 3.1 Invoice Data Request 

Finance  
group 

 3.3 Invoice  
 
At the beginning of each season, Company A sends the forecast data to suppliers 

and aware suppliers of the future production plan (1.1 Allocation/Forecast). Once 
receiving the forecast, suppliers will send a confirmation back to the company (1.2 
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Allocation/Forecast Response). According to the production plan, company A gives 
purchase order (PO) request to suppliers (1.3 PO Request/Change) in a week notice, 
including detailed product information and order amount; suppliers will check the 
information and confirm the order with Company A (1.4 PO Confirm).  

Two B2B processes will be automated in the shipment group: “shipment (from 
internal business to business suppliers)” and “inventory (from business supplier to 
internal business).” After suppliers confirm PO, Company A will ask suppliers for 
shipment information (2.1 Shipping Information Inquiry) in order to make sure when 
the materials/goods will deliver. Then suppliers will go to confirm the inventory, 
schedule the date of shipment and send the information of shipment to Company A. 
The information is named advance shipment notice (ASN) and it is used to remind 
Company A about the shipment (2.2 Shipping Information / ASN). Until Company A 
receives and confirms the information of shipment (2.3 Shipping Information 
Confirm), suppliers ship the materials/goods to Company A (2.4 Shipment).  

After finishing procurement and shipment, financial processes will be activated. 
Suppliers will send a request to Company A in order to get the invoice data of 
Company A (3.1 Invoice Data Request). After receiving the materials/goods from 
suppliers, Company A will send the delivery confirmation to suppliers and ask for the 
invoice (3.2 Delivery Confirm). Afterward, suppliers will send the invoice to 
Company A according to the PO and invoice data (3.3 Invoice). 
 These automated procurement processes produce many cost savings. We will 
compare the processes before and after using the e-procurement system to highlight 
the benefits. Details are described below.  

 
5.2.2 Cost savings  

 According to what we mentioned before, there are three user groups involved in 
this system. Many of their daily jobs are changed and simplified due to the use of the 
system. The analysis is as follows.  
 
Procurement group 

Figure 5-2 shows the activities before and after using the e-procurement system 
in procurement group.  
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Figure 5-2 Procurement group 

 
We notice that the e-procurement system can help Company A improve the 

accuracy of forecast; thus lowering the expense in stocks and reduce inventory 
turnover rate. The inventory turnover is changed from 72 days to 33 days, amounting 
to NT. 1,500,000 savings per month. So the annual total inventory saving is below:  

 
Total cost-saving of inventory (per year) 
= Cost-saving of inventory (NT. Per month) * 12 (month) 
= 1,500,000 * 12 
= 18,000,000 (NT.) 
 
In addition, since suppliers can obtain the forecast data from the system directly 

and send the response back to Company A via the system, rather than through manual 
ways like telephone, email, or fax, response time is shortened and communication 
cost is much reduced. According to Company A, about NT$133,333 is saved in order 
confirmation per month, NT $45,176 is saved in delivery inquiry per month, and NT 
$155,294 in returned purchase inquiry per month. Therefore, the annual 
communication cost-saving is: 
  
 Total suppliers communication cost-saving (per year) 

 = [Cost-saving for order confirmation (NT. per month) + Cost-saving for 
delivery inquiry (NT. per month) + Cost-saving for returned purchase inquiry 
(NT. per month)]* 12 

 = (133,333 + 45,176 + 155, 294) * 12 
    = 333,803 * 12 

= 4,005,636 (NT. per year) 
 
Moreover, employees now can create/change PO directly on the system, further 

fastening the ordering cycle. The shortened lead time produces NT $116,666 savings 
per month in handling the orders. The annual cost savings is thus as follows,  
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Total cost-saving of order-handling (per year) 
= Cost-saving of ordering-handling (NT. per month) * 12 (month) 
= 116,666 * 12 
= 1,399,992 (NT.) 

 
 Error reduction produce another cost saving. When production information is 
automatically provided on the system and order form is automated generated, 
unnecessary PO errors like input mistakes is decreasing. Further Company A can save 
communication time in error handling. 

According to Company A, 13 employees are reduced due to the flawless 
procurement process and NT $8000 is saved per month in error-handling. The total 
saving due to error reduction per year is therefore: 
 
 Total cost-saving of error reduction (per year) 
 = Cost-saving of procurement manpower (NT. per year) + Communication 

cost-saving of procurement (NT. per year) 
    = 5,460,000 + 96,000 
    = 5,556,000 (NT. per year) 
 
 We arrange equations of procurement group in Table 5-4. 
 

Table 5-4 Equations of procurement group 

Procurement group  
(Processes between “forecast and procurement” and “order service”) 

Inventory cost-saving 
= Cost-saving of inventory (NT. Per month) 
= 1,500,000 * 12 
= 18,000,000 (NT. per year) 
Suppliers communication cost-saving 
= [Cost-saving for order confirmation (NT. per month) + Cost-saving for 
delivery inquiry (NT. per month) + Cost-saving for returned purchase inquiry 
(NT. per month)]* 12 
= (133,333 + 45,176 + 155, 294) * 12 
= 333,803 * 12 
= 4,005,636 (NT. per year) 
Order-handling cost 
= Cost-saving of order-handling (NT. per month) * 12 (month) 
= 116,666 * 12 
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= 1,399,992 (NT. per year) 
Error reduction 
= Cost-saving of procurement manpower (NT. per month) + Communication 
cost-saving of procurement (NT. per month) 
= 5,460,000 + 96,000 
= 5,556,000 (NT. per year) 
 
【Notes】Cost-saving of procurement manpower (per year) 

         = Time * Employee * Salary (each employee) 

         = 12 (month) * 13 (employee) * 35,000 (NT. each employee per month) 

         = 5,460,000 (NT.) 

 

         Communication cost-saving of procurement (per year) 

         = Communication cost-saving of procurement per month * 12 

         = 96,000 (per month) * 12 

         = 96,000 (NT.) 

Total cost savings in procurement group (per year) 
Total cost savings in procurement group 
= Inventory cost + Suppliers communication cost + Order-handling cost + Error 
reduction  
= 18,000,000 + 4,005,636 + 1,399,992 + 5,556,000 
= 28,961,628 

 
Shipment group 

Figure 5-3 shows the activities in shipment group before and after the system use. 
It is noticeable that procedures are much simplified after the e-procurement system.  

 

 

Figure 5-3 Shipment group 

 
The shipping schedule is automatically done by the system and ASN is issued 
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automatically in place of manual job. Material receiving and handling cost is thus 
much reduced. In receiving materials, Company A can reduce 3 employees (before: 5 
employees; after: 2 employees), and Company A also reduces 3 employees in 
handling materials (before: 5 employees; after: 2 employees).  

 
So the cost-saving of each part is:   
 
Manpower cost-saving of receiving materials (per year) 
= Time * Employee * Salary (each employee) 
= 12 (month) * 3 (employee) * 35,000 (NT. each employee per month) 
= 1,260,000 (NT.) 

 
 Manpower cost-saving of handling materials (per year) 

= Time * Employee * Salary (each employee) 
= 12 (month) * 3 (employee) * 35,000 (NT. each employee per month) 
= 1,260,000 (NT.) 
 
Then the total cost-saving in shipment group is:  
 
Total cost-saving in shipment group (per year) 
= Manpower cost-saving of receiving materials + Manpower cost-saving of 

handling materials 
= 1,260,000 + 1,260,000 
= 2,520,000 (NT.) 
 
We arrange equations of shipment group in Table 5-5. 
 

Table 5-5 Equations of shipment group 

Shipment group  
(Processes between “shipment” and “inventory”) 

Manpower cost-saving of receiving materials (per year) 
= Time * Employee * Salary (each employee) 
= 12 (month) * 3 (employee) * 35,000 (NT. each employee per month) 
= 1,260,000 (NT.) 
Manpower cost-saving of handling materials (per year) 
= Time * Employee * Salary (each employee) 
= 12 (month) * 3 (employee) * 35,000 (NT. each employee per month) 
= 1,260,000 (NT.) 

 - 40 -



Total cost savings in shipment group (per year) 
Total cost-saving in shipment group (per year) 
= Manpower cost-saving of receiving materials + Manpower cost-saving of 
handling materials 
= 1,260,000 + 1,260,000 
= 2,520,000 (NT.) 

 
Finance group 
 The last group is finance group. As Figure 5-4 shows, before using the system, 
suppliers need to ask Company A for invoice data manually, via telephone or email. 
Until goods delivery, suppliers will send the invoice data to financial department and 
wait for validation.  
 Nevertheless, after using IOS, all the invoice data are in the system database and 
suppliers and Company A can get these data from the system directly. In the 
meanwhile, financial department can also confirm invoice through IOS; no longer 
spending lots of time to validate the data manually.  
 

 

Figure 5-4 Finance group 

 
Consequently, after using IOS, Company A reduces 3 employees (before: 4 

employees; after: 1 employee) who are responsible for generating invoice data. So the 
cost-saving of generate invoice data is: 
 

Cost-saving of generate invoice data (per year) 
= Time * Employee * Salary (each employee) 
= 12 (month) * 3 (employee) * 35,000 (NT. each employee per month) 
= 1,260,000 (NT.) 
 
Additionally, Company A can reduce the time of drawing invoice, so the cost of 
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money remittance is lower. Before using IOS, we can find the remittance cost is NT. 
311,000 per month; after using IOS is NT. 87,578 per month. Hence, the cost-saving 
of money remittance per month is $223,422 and this cost-saving per year is: 

 
Cost-saving of money remittance (per year) 
= Cost-saving of money remittance (NT. per month) * 12 (month) 
= (311,000 – 87,578) * 12 
= 223,422 * 12 
= 2,681,064 (NT.) 
 
Ultimately, total cost-saving in finance group is:  
 
Total cost-saving in finance group (per year) 
= Cost-saving of generate invoice data + Cost-saving of money remittance 
= 1,260,000 +2,681,064 
= 3,941,064 (NT.) 
 
We arrange equations of finance group in Table 5-6. 
 

Table 5-6 Equations of finance group 

Finance group  
(Processes between “finance from internal business process” and “finance 

from business supplier”) 
Cost-saving of generate invoice data (per year) 
= Time * Employee * Salary (each employee) 
= 12 (month) * 3 (employee) * 35,000 (NT. each employee per month) 
= 1,260,000 (NT.) 
Cost-saving of money remittance (per year) 
= Cost-saving of money remittance (NT. per month) * 12 (month) 
= (311,000 – 87,578) * 12 
= 223,422 * 12 
= 2,681,064 (NT.) 
Total cost savings in finance group (per year) 
Total cost-saving in finance group (per year) 
= Cost-saving of generate invoice data + Cost-saving of money remittance 
= 1,260,000 +2,681,064 
= 3,941,064 (NT.) 
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5.3. Business Performance Perspective 

 Based on last two sections, we already identify activities and then find the 
cost-saving of every activity. Then we can calculate return on investment (ROI) as 
follows. 
 

Return on Investment (ROI)  
= (Net savings from internal business process perspectives + Net savings from 

business supplier perspectives) / cost of capital in IT infrastructure 
perspective.  

 
Table 5-7 Profit and loss statement  

 Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 TOTALS 

Net saving  $0 $35,422,692 $35,422,692 $35,422,692 $35,422,692 $35,422,692

Discount rate (10%) 1.0000 0.9091 0.8265 0.7514 0.6831 0.6210

PV of net saving $0 $32,202,769 $29,276,855 $26,616,611 $24,197,241 $21,997,492

   

NPV of all saving $0 $32,202,769 $61,479,624 $88,096,235 $112,293,476 $134,290,968 $134,290,968

   

One-time cost ($28,560,000)   

Recurring cost $0 ($23,205,000) ($23,205,000) ($23,205,000) ($23,205,000) ($23,205,000)

Discount rate (10%) 1.0000 0.9091 0.8265 0.7514 0.6831 0.6210

PV of recurring cost $0 ($21,095,666) ($19,178,933) ($17,436,237) ($15,851,336) ($14,410,305)

   

NPV of all cost ($28,560,000) ($49,655,666) ($68,834,598) ($86,270,835) ($102,122,171) ($116,532,476) ($116,532,476)

   

Overall NPV   $17,758,492

   

Overall ROI   1.1523

   

Year NPV cash flow ($28,560,000) $11,107,104 $10,097,922 $9,180,374 $8,345,905 $7,587,187

Overall NPV 

cash flow 

($28,560,000) ($17,452,896) ($7,354,974) $1,825,400 $10,171,305 $17,758,492

 
 Table 5-7 is the profit and loss statement. We assume a planning horizon of five 
years and the discount rate 10%. Net saving is the sum of all cost-savings:  
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Net saving (per year) 
= Total cost savings in procurement group + Total cost savings in shipment group 
+ Total cost savings in finance group 
= $28,961,628 + $2,520,000 + $3,941,064 
= $35,422,692 
 
Net saving doesn’t exist in Year 0, because Company A needs to invest in 

building the IT infrastructure. Assume the discount rate is 10%, the present value of 
net savings from Year 1 to Year 5 is $35,422,692, $35,422,692, $35,422,692, 
$35,422,692 and $35,422,692. After 5 years, the total of net saving is $134,290,968.  

 
In the light of Table 5-1, there are two kinds of cost: one-time cost and recurring 

cost. One-time cost includes IT planning cost (IT planning), development cost (IT 
development), education and training cost (IT development), and cost of connecting 
with suppliers (IT operation). Thus, the sum of one-time cost is:  

 
One-time cost (per year) 
= IT planning cost + Development cost + Education and training cost + Cost of 
connecting with suppliers 
= $787,500 + $21,630,000 + $3,255,000 + $2,887,500  
= $28,560,000 
 
Besides, we can add up ongoing system support and maintenance (IT operation) 

and enhancing and update software (IT operation) to get the sum of recurring cost. 
Nevertheless, because we use “year” to be our calculation unit, we need to do some 
change in these two costs. 

First is ongoing system support and maintenance cost. The period of this cost is 
from October, 2000 to December, 2001, totally 14 months, so we need to calculate the 
cost per month and then count the cost per year. Therefore, ongoing system support 
and maintenance per year is: 

 
Cost of ongoing system support and maintenance (per year) 
= ($9,922,500 / 14) * 12 
= $708,750 * 12 
= $8,505,000 (NT. per year) 
 
Equally, the duration of enhancing and update software is from July, 2007 to 

December, 2001, entirely 6 months. So the cost of enhancing and update software per 
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year is:  
 
Cost of enhancing and update software (per year) 
= ($7,350,000 / 6) * 12 
= 1,225,000 * 12 
= $14,700,000 (NT. per year) 
 
The amount of recurring cost per year is:  
 
Recurring cost (per year) 
= Ongoing system support and maintenance + Enhancing and update software 
= $8,505,000 + $14,700,000  
= $23,205,000 (NT. per year) 
 
One-time cost only occurs in Year 0, and next few years are recurring cost. 

Equally, we need to think about the discount rate (10%) in recurring cost. Therefore, 
the total of all cost is $28,560,000. 

 
Then we can use net saving and cost to calculate ROI:  
 
Return on Investment (ROI)  
= (Net savings from internal business process perspectives + Net savings from 

business supplier perspectives) / cost of capital in IT infrastructure 
perspective.  

= $134,290,968 / $116,532,476 
= 1.1523 
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Break-Even Analysis
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Figure 5-5 Break-Even Analysis 

 
Finally, we can find out the break-even point (Figure 5-5). The break-even 

occurs between year 2 and year 3. We use first year of positive cash flow to calculate 
break-even fraction and the result is 0.801, so the actual break-even occurred in the 
2.8 years. 
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