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ABSTRACT) 
 

 This paper intends to provide a deeper understanding about how management teams decide about 

investments in their organizations.   

The current economic context faced by organizations is addressing the manager role on creating value through 

the right management and investment decisions. Investments projects are a vehicle for business growth as it is 

the act of converting strategies into innovative projects within the time-to-market that drives a business 

sustainability in today‟s competitive market. Business Cases were born to justify the investment required to 

deliver a proposed solution, while following an accurate, impartial and rational process. Although several 

business case practices have been developed worldwide, most project‟s success measurement still rely on the 

process efficiency (time, budget and scope) rather than project effectiveness (i.e benefits realization).   

This research aims to provide a deeper understanding about how management teams make investment decisions, 

or in other words, analyse the business case processes used in organizations according to the best practices and 

also propose recommendations to improve the gaps identified.  

In terms of conclusion, organizations still lack a standardized process for projects strategic alignment analysis, 

estimated benefits are often presented qualitatively rather than quantitatively whereas costs quantification is 

already a more common practice. The research also suggests a big lack of practice on cash flows and economic 

indicators‟ sensitive and risk analysis and unawareness about how much return the initiatives‟ investments are 

estimated to bring to the business.  

In conclusion, although most organizations attempt to present a project (investment) justification, there are 

several steps missing or not using the appropriate techniques for a reliable and predictable output for the right 

investment decision.     
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INTRODUCTION  
 

Nowadays, organizations are challenged daily to keep their business running on a sustainable way. The crisis 

context together with the huge speed of technology advancements, the power of social networking and markets 

globalization are triggering organizations to rationalize and optimize their resources. These resources include time, 

human labour and capital which need to be invested day by day while a business is running and especially when a 

new project is implemented [1] [2].  

According to the authors Teece et al. [3] the ability to create dynamism is part of a manager‟s role, which consists 

on having the capacity to renew skills aligned with the business environment which is constantly subject to change, 

as well as being able to respond with innovative proposals specially when time-to-market and time management to 

“respond” are critical, in such an unpredictable market. 

With this being said, the investment becomes the vehicle for a business growth and wealth when applied in the 

right projects, those which increase value to the organization‟s stakeholders. It is the act of converting strategies 

into innovative projects in a time-to-market manner that may drive a business sustainability in today fast growing 

market. However, project success measurement is a subject which still requires a few improvements since the 

efficiency of the process (time, budget and scope) is still dominant by mainly focusing on project deliveries [4] 

rather than effectiveness of the project investment through organizational benefits generation [5].  

Having this said, business cases play a helpful role on facilitating top management on deciding where to or not to 

invest their resources, in order to add continuously value by providing the ability on making the right investment 

decision within the time-to-market. For this reason, managers need to know what, when, how and where to invest 

which by default generates the need to create reliable and trustful estimations in order to support their decisions 

[6]. With this being said, if the level of competition is high then wrong decisions may seriously compromise a 

company success. Due to all the economic factors previously explained, it led several academic and business 

experts to develop business case methodologies (eg. The GreenBook, ROI Methodology, Gateway Review 

process) to support organizations on making the right investment decisions.  

Following the organizations current challenges on this topic, the research objectives are to assess the current 

scenario and evaluate their maturity level followed by the main gaps identification in companies regarding each 

main stage of the business case process and propose recommendations based on the current best practices of 

business cases, which will allow to boost the company‟s return on investments, minimize financial wastes and 

promote the company growth and sustainability. The research approach relies on an explanatory research where a 

convenience sample was considered. The research was based on a quantitative method as a primary data source, 

complemented by a qualitative and quantitative data as a secondary data source. The research started from 

collecting literature information available to date, followed by a quantitative analysis from a survey based on a 

convenience sample followed by a data analysis and a recommendations proposal.  

The target population are business manager‟s professionals, where investments decisions are taken place and who 

are directly or indirectly involved either in investment appraisals or investments decisions. Since the need of 

investing in new solutions is a reality across every sector, this research covers different sectors (such as Energy, 

Telecommunications, Insurance & Banking, Construction and others) and business areas (IT, Project Management, 

Sales, Human Resources and others).  
According to the final conclusions gathered, this research aims to generate awareness, help mitigating the main 
gaps detected and contribute as a basis for future researches on this matter to assist on creating sustainable 
solutions. 

LITERATURE REVIEW 
 

a. What is an investment and investment project 

There are several concepts developed to better describe what an investment is.  



International Journal of Research in Management                                                                                                                  ISSN 2249-5908  

Available online on http://www.rspublication.com/ijrm/ijrm_index.htm                                                 Issue 5, Vol. 4 (JUNE-JULY- 2015) 

RSPUBLICATION, rspublicationhouse@gmail.com Page 10 
 

Whether it is an individual, a public organization or a private company an investment usually consists on the 

application of funds in real or financial assets in order to obtain a surplus which will payoff the expenses on a 

medium-long term [7]. Completing an investment project means there is an idea and simultaneously a projected 

business plan which consists on affecting several resources (usually scarce) for a particular application with the end 

goal to obtain a return or income during a certain period of time [8]. While applying this concept into a business 

perspective, investments should generate additional revenue, maximizing wealth to shareholder and assisting on 

achieving business objectives towards meeting a strategic goal(s). As per Kelly et al. [9] a project is intrinsically 

related to change, organizational evolution and transitions, therefore it constitutes the vehicle to a business progress 

by implementing the future steps. 

So, projects require resource employment organised on a new and unique way, for a specific time period, in order 

to create positive changes (transformation) in the business [10] and consequently contribute to the organizational 

objectives. These strategic improvements in the business are called „benefits‟, which consist on business value 

increments from not only a shareholders' perspective but also customers‟, suppliers‟, or even societal perspectives 

[11].  So, it will be through projects implementation that  organizational strategies are put in place towards the 

continuous improvement and differentiation in the current global market. As mentioned by Pereira [12] the success 

of projects will determine the success of an organization. 

 

b. Business case purpose 

The business case was born mainly to provide a decision support to the business managers, assist on planning 

resources (eg. Funding), management and control queries and for accountability purposes (measurement of results; 

commit managers) [13].  

To assist on prioritizing the various initiatives proposed, there are several economic measures commonly used such 

as Payback, NPV (Net Present Value), ROI (return on investment), IRR methods and many others.  So, business 

cases arise as the methodology to analyse and support investment decisions, especially in an uncertainty period 

towards the future, composed by a set of techniques which will allow the cost and benefits analysis associated in an 

investment project [20]. 

According to the BABOK Guide (A Guide to the Business Analysis Body of Knowledge), a “case justifies the 

investment required to deliver a proposed solution and Mcvey [21] states that “a business case is part of the due 

diligence the business case represents, measuring benefits, costs, and risks associated with the investment. The 

business case assesses and evaluates the available options to solve the business issue. The business case provides 

an opportunity for the business to determine if a project is needed and if the solution options are beneficial to the 

organization”. 

c. Business case steps 

Since my investigation consists on making a diagnosis about the business case practices currently used in 

organizations, my data collection (market research) will follow the main critical steps of a business case process to 

be successfully prepared.  Based on several business case best-practices worldwide (eg. ROI methodology, Green 

Book, Gateway Review Process) 

d. Common errors:  

Optimism bias is a common tendency from project appraisers with in private and public sectors worldwide, in a 

demonstrated and systematic way [14]. Optimism bias turns several project parameters affected by optimism, 

where appraisers tend to overstate benefits and understate timings and costs, both capital and operational. In order 

to redress this phenomenon, appraisers should make explicit adjustments for this bias, taking the form of increasing 

estimates of the costs and decreasing or/and delaying the receipt of estimated benefits. This is where the sensitivity 

analysis play a key role on testing assumptions about operating costs and expected benefits [14]. According to [15], 

the sensitive analysis may be used to answer different type of “what-if” questions which usually considers different 

possible scenarios.  
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Sensitive and Risk Analysis  
Sensitive analysis allows to answer the following questions [13]:  

− What happens if these assumptions (variables) change? 

− Which assumptions are most important in controlling results? 

− Which variables have less impact in the results?  

The risk analysis allows to answer the questions [13]: 

− How likely is “most likely”? 

− How likely are the other financial results? 

− Could anything happen that would cause very different results?  

The sensitivity analysis with Monte Carlo simulation measures the statistical correlation between each assumption 

and the output, measured over thousands of trials and the most relevant assumptions are identified by their high 

correlation with changes in output results [13]. Having this said, the „maximum-return‟ option is the most 

important to consider, with the most risk averse option, as it is the option that provides the least bad outcome if the 

worst possible conditions prevail [14]. 

 

RESEARCH METHODOLOGY  
 

a. Research Problem  

As previously mentioned the main purpose of this research is to gain a deep understanding about the business case 

practices currently applied in the organizations or in another words to make a diagnosis on the “as is” situation and 

whether there is a space for improvement on this practices gaps, based on the existent methodologies and good 

practice developed to date.  

The last few years, the debt crisis, political and economic instability together with financial constraints have held 

back the business investments, in private companies (ROI Institute, 2014).  

At the same time, the economic recession worldwide has particularly addressed the relevance of the manager role 

within an organization, on creating value through the right management decisions. Now, more than ever, managers 

have a huge pressure to think, plan, implement and control quickly, non-stop. The ability to understand the client‟s 

needs and respond with a product/service with value for money in a timely fashion is crucial to keep the business 

running in a sustainable way.  That ability is already a challenge today but doing it in the most efficient and 

avoiding wasteful spending has now become a priority for the business managers worldwide.  Hence, if the 

manager mission is to run a business and promote its growth and creation of value then one of the triggers to 

respond to the market needs and demands is through investment. Investment is a very strong driving source for a 

continuous growth when accomplished in the right time, efficiently and effectively. In other words, a business 

manager must be to firstly choose and implement the right projects and secondly making it right.  

This research aims to explore the first aspect, on whether organizations are making the right investment decisions 

and following an impartial and accurate process when appraising the initiatives. 

 

b. Research questions 

Below are presented the main guideline of the research questions:  

৹  How do companies strategically evaluate project initiatives? 

৹  How does management analyse initiatives‟ benefits and costs estimation?  

৹  How do companies prepare an economic and financial analysis prior to an investment decision?  

৹  Do companies make a benefits tracking during the project exploitation period? 
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c. Research Objectives 

Following the research problem stated in the previous topic, my research will focus on understanding and 

evaluating the proportion of companies following a reliable business case process, based on the main steps and 

guidelines proposed by the business case best practices.  

As there is not a single correct outline to evaluate an investment (business case), the diagnosis will be completed 

following the main characteristics (structure and principles) in common from the methodologies developed and 

proven to date (such as The Green Book, ROI Methodology and A Guide to Cost Benefits Analysis).  

By answering and analysing the research questions mentioned on the previous topic the dissertation end goals are 

to:  

i. Identify the main gaps in the business case practices currently used in organizations and make insightful 

conclusions 

ii. Propose recommendations based on the current best practices of business cases, which will allow to boost 

the company‟s return on investments, minimize financial wastes and promote the company growth and 

sustainability 

 

d. Target Population 

This research intends to analyse whether organizations follow an accurate business case process to appraise their 

investment projects and identify the main gaps (based on the international business case methodology and best 

practices) that may be compromising the successful portfolio selection of initiatives and consequently the creation 

of value to the organization. Since the need of investing in new solutions is a reality across every sector, this 

research covers different sectors (such as Energy, Telecommunications, Insurance & Banking, Construction and 

others) and business areas (IT, Project Management, Sales, Human Resources and others). The target population 

intended in this study, is business manager‟s professionals, where investments decisions are taken place and who 

are directly or indirectly involved either in investment appraisals or investments decisions. 

 

e. Sampling Method 

In order to reach the target population, this dissertation is based on a convenience sampling which consists in a 

non-probability sampling technique where those selected are chosen based on the accessibility and proximity to the 

researcher and because they meet the general parameter of a study‟s objectives (Clark, M. et al., 2000). The 

convenience sampling technique is usually used when the population is too large and impossible to include every 

individual, while also being a fast, inexpensive way of collecting data with subject readily available and 

appropriate in cases where no sampling frame or list exists (Lowe et al., 2007). Therefore, convenience sampling is 

a nonprobability sampling type because members are selected from the population in some nonrandom manner, 

according to the convenient sources of data for researchers and where the degree to which the sample differs from 

the population remains unknown [19]. It is important to be aware of this sampling disadvantages: firstly it may lead 

to the under-representation or over-representation of particular groups (bias) and since the sampling frame is not 

known and the sample is not chosen randomly, the inherent bias in convenience sampling means that the sample is 

unlikely to be representative of the population under research. This undermines the researcher ability to make 

generalizations from the sample to the population [19]. 

 

QUESTIONNAIRE RESULTS 
 

General Considerations 
It was sent 350 questionnaires between the periods of July 2014 to January 2015, through social networks: by 

enrolling in LinkedIn groups discussions, I have directed my survey to Linked In groups discussions related to 

Budgeting, Benefits Management and Investment topics as well as by emailing current clients‟ contacts from the 
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organization I am currently working for (consulting company), covering different sectors and organizations 

departments. 

From the first mailing sent, it was possible to collect 145 responses, however only 138 were considered valid 

answers since 7 were incomplete or abandoned which represents a final response rate of 39%. 

 

RESULTS & CONCLUSIONS  
 

In order to better understand the participant‟s profile and their level of responsibility within their organization, 

participants were enquired about their role within the company. 

 

Figure 1 – Role 

 

 

 

 

 

 

 

 

 

 

 

Source: Self-constructed table 

 

As it is possible to see in Figure 1, the majority of the participants have a high level of responsibility within the 

company, where 30% are Directors and 20% Head of Departments, both representing a big slice of the sample, 

together with 18% of respondents with a high executive positions (General Managers/CEOs). As top management 

play an important role within the subject of Business Cases, these outcomes are very satisfactory as may also be a 

sign of their interest on this topic.  

  

In order to better understand the respondents‟ sector and the sectors distribution across the answers provided, the 

participants were enquired about the sector they belong to.  

 

Figure 2 – Sector 

 

 
  

Source: Self-constructed table 
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From the list provided in the questionnaire, 17% answered from Insurance & Banking, followed by Services with 

11%, Information Systems with 10%, Public Sector with 9% and the remaining with <7%. 18% replied other 

without answering an alternative answer which demonstrates some diversity and an overall similar distribution. 

 

How do companies strategically evaluate project initiatives?   
24% of respondents perform only an OPEX budgeting, meaning a budget definition for continuous operational 

day-to-day activities, disregarding a specific budget estimation for capital investment. The majority (59%) conduct 

a Capex budgeting although on an annual basis.   

 

Figure 3 - Organizations with CAPEX 

 

 
 

Source: Self-constructed table 

 

Regarding the initiatives proposals application, 39% pursue it on an ad-hoc way, while the strategic alignment 

analysis relies on a top management perception on 46% of the companies surveyed. This suggests that decisions 

are usually based on a common sense way with a lack of reliable methods or information behind decision-making. 

By identifying these issues it gets critical to adopt a benefits management culture, not only focused on optimizing 

costs but also on proposing projects which will leverage the business growth and create wealth to meet the strategic 

axes defined. Therefore, an ongoing CAPEX budgeting process is required, to continuously encourage the 

organization teams to propose innovative projects aligned to the new trends and market needs, along the year, 

which will assist on keeping the business regenerated aligned to its vision and strategic goals, stay competitive and 

promoting its growth. While defining the CAPEX for new projects, collect the estimated benefits leveraged by the 

projects‟ proposed, and based on the return and estimated value, decide how much budget should be available for 

the investments.  

 

Figure 4 - ROI Awareness of projects 

 

 
Source: Self-constructed table 



International Journal of Research in Management                                                                                                                  ISSN 2249-5908  

Available online on http://www.rspublication.com/ijrm/ijrm_index.htm                                                 Issue 5, Vol. 4 (JUNE-JULY- 2015) 

RSPUBLICATION, rspublicationhouse@gmail.com Page 15 
 

 

The answers provided suggest that most of the companies (42%) are unaware of how much return (%) the 

initiatives investments proposed will bring to their business. This is a critical aspect as the return realized cannot be 

measured and compared to the estimations (if they were pursued previously) while also not delivering a tangible 

business value. 

 

To face the current project application process, a business case methodology should be implemented (tailored to 

the business) as an organization standard for any new project request. This should include a clear and mandatory 

project request form filled for the application, followed by the strategic alignment analysis.  

 

Furthermore, this research allowed to conclude that most managers are unaware about the income boosted by the 

last budget. Almost half of the respondents (49%) said that are not familiar about the income boosted from the last 

budget. 

 

Figure 5 - Awareness about the income boosted by the last budget 

 

 
 

Source: Self-constructed table 

 

So, if managers are not aware of how much income their budget spent was able to generate value, how can they 

make valuable investment decisions? This conclusion goes along with the previous question, which demonstrates a 

lack of control and benefits management and the huge risk involved for the business. In order to improve the 

awareness of the income boosted by the budget used, it is critical that there is a communication plan (date, 

periodicity, stakeholders attending) supported by a clear process for benefits collection (dashboard with metrics 

updated) while having a lessons learned mindset to continuously improve the appraising process and the decision-

making. 

 

 

How does management analyse initiatives’ benefits and costs estimation?  
 

The benefits estimation is a critical step on the business case process, where benefits must be quantified (in 

monetary units) with a clear justification about the metrics, sources, techniques used followed by a sensitive 

analysis. As presented in the literature review chapter, the costs estimation step tends to be “easier” to collect. This 

is confirmed in this research: 39% do not present benefits or do it qualitatively versus only 5% that do not present 

costs or just present them qualitatively. The lack of knowledge and usage of the appropriate techniques to estimate 

the benefits and costs of each initiative proposed, leads several professionals to use assumptions with very 

subjective numbers and no validation at all. According to this research, one of the most common methods to 

estimate benefits (with business impact) is the Expert Judgment which is the less accurate and scientific estimation 

technique (Figure 6). 
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Figure 6 - Methods and techniques for benefits estimation 

 

 
 

Source: Self-constructed table 

 

For these type of projects (business-oriented), it is critical to validate and test the potential market by asking them 

(eg. Through focus groups, market researches, control groups or other techniques). By neglecting the accuracy 

required on this step, organizations face several negative impacts in benefits realization leading to complete 

projects in failure.  Regarding the costs, only 1% do not present costs and 4% presented qualitatively with the 

remaining 71% answering their organizations quantify the estimated costs (Figure 7). 

 

Figure 7 - Costs Presentation 

 

 
 

Source: Self-constructed table 

 

These numbers are not so concerning as the benefits, however there may be done some improvements in terms of 

the techniques used. 40% use the Analogy technique to quantify costs, 32% a bottom-up approach, 18% through 

Expert Judgment, 5% independent estimates and only 2% through parametric estimation. For a cost estimation 

improvement, in terms of better accuracy and a more efficient effort dedicated in this task, the Parametric 

Estimation Model is recommended due to its effectiveness in the costs estimation.  

It was also possible to conclude, 38% of the companies which quantify the benefits amount (57% of the total 

sample do benefits quantification) do not prepare any sensitive and risk analysis to benefits at all and from the 

companies which quantify the estimated costs (71% of the total sample), 36% do not prepare any costs sensitive 

and risk analysis. At last, 69% do not make a Business Case (cash flows) sensitive and risk analysis where the 

critical variables are identified and analysed, together with a probability of the outcome occurrence. By failing this 

step, it may leads to investment decisions with high risk of failing due to a lack of analysis of the critical 

(uncertain) variables. Monte Carlo method is a risk modelling technique which is a good solution to assist on this 

concern (only 5% use this technique).  
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How do companies prepare an economic and financial analysis prior to an investment decision?  
 

From the sample collected, since some organizations do not quantify either the estimated benefits or costs or both 

(just qualitatively), 43% do not make any economic analysis, which disable them to make an appropriate judgment 

on whether the initiative is economically interesting to implement, suggesting a decision-making based on the 

“business feeling”, desires or expectations.  

 

Figure 8 – Index 

 
Source: Self-constructed table 

 

Regarding the remaining companies, 20% use ROI indicator, 13% NPV, 12% Payback, 7% IRR and 1% breakeven 

point as decision criteria. Another gap identified was the lack of a proper organizational impact analysis for a 

communication plan to obtain the stakeholder buy-in, or in other words, to prepare them for a change and engage 

them towards the project‟s commitment and success. 30% do not analyse the organization readiness to welcome 

the project and 41% do it empirically.  

 

Do companies make a benefits tracking during the project exploitation period?  

The last business case step, typically disregarded, is the benefits tracking where the projects results are collected.  

 

 

 

 

 

Figure 9 - Benefits Measurement 

 

 
 

Source: Self-constructed table 

 

This research shows that 55% do not track or measure their project benefits (where 19% say it is done on a 

qualitative basis), 26% measure it in some projects and only 20% in all the project‟s portfolio. These are 

concerning numbers since benefits tracking is an important step to identify any deviations from what was initially 
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estimated versus what is getting realized (eg. Estimated ROI vs Realized ROI) and avoid committing the same 

mistake in the future while taking corrective actions during its exploitation period. 

future recommendations 

According to the topics under research I present other recommendations which may assist organizations to improve 

their business case quality:  

− Creation of a specialized unit (department) composed by an independent specialized team to assist on 

supporting and auditing the business cases submitted by the organization‟s departments to assure total 

impartiality, when assessing the quality of the results presented as well as the related techniques and sources 

used, the calculations accuracy and the assumptions in order to get a consistent and reliable business case 

process in place.  

− Having a clear communication policy and workflow defined, to assure realized benefits are duly shared and 

managers become aware about the return on invested boosted by the implemented projects. Adopt a lessons 

learned culture and managers accountability for their decisions.  

− Similarly to other institutes specialized in the field of Business Analysis (IIBA) and Project Management (PMI) 

it could be useful to have an Institute specialized on the Business Case field proving a body of knowledge, a 

professional certification scheme and updated articles about the subject, while promoting a community for 

knowledge sharing at a worldwide level. 

In conclusion, although most organizations attempt to present a project (investment) justification, there are several 

steps missing or without using appropriate techniques for a quality and reliable output for a decision making. This 

research aimed to help on detecting those gaps and assisting on creating awareness about the relevance on 

implementing accurate business case processes.  I also hope that this research may serve as a starting point for 

future researches. 

 

RESEARCH LIMITATIONS  
Due to time and geographic limitations this study was based on a convenience sampling. Since the goal of this 

dissertation is to get a better understanding about how management makes investment decisions (business case 

practices), the previous limitation could be avoided by having a bigger and more diversified sample since 

statistically wise, the more participants we have, the more representative of the population will be. Another 

limitation detected arise from the multiple choices answers listed in the survey, as it could limit the most common 

tools/techniques used to the ones listed (although it was created the Other option for the respondent add 

information). 

 

FUTURE RESEARCH  
Although organizations care about project management and measure their performance, the business case standards 

tools are still neglected in most management practices. This research allowed to understand where the main issues 

and gaps are and where organizations, in general, should improve their project appraisals in order to maximize the 

creation of value and projects‟ return on investment.  

This investigation allowed to collect a “picture” of the business case process “state of the art” in organizations, so 

below I present more suggestions about what could be interesting to explore and advance in the near future: 

− Consider a larger survey in other regions in the world to enable to compare the business case maturity levels on 

a global scale; 

− Filter results and data analysis comparing different business sectors (energy, telecommunications, insurance & 

banking, Construction and others); 

− Quantify the impacts (moneywise) of failing to complete each Business Case Step (example: strategic 

alignment, benefits estimation, costs estimation and others) 

− Collect a sample of projects from different companies (business areas/ sectors/geographies), collect the 

estimated ROI (one with BC practices and another without) versus the Realized ROI and check the percentage 
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of deviations. This would allow to evaluate the Business Case effectiveness on quantifiable terms: by 

determining how much (%) deviation the Business Case practices would avoid compared to the current 

scenario. 
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