GLOSSARY


Adjusted costs XE "Adjusted costs"  — Costs that increase over time, tied (for example) to contractual obligations or to approved cost-of-living adjustments.  
Alternatives XE "Alternatives"  — The different courses of action, means, or methods by which objectives may be attained.

Alternatives XE "Alternatives"  analysis XE "Alternatives analysis"  — An analysis which considers the alternatives available for automation, such as transferring another State's system or enhancing an existing system.  Sometimes included as part of the feasibility study.

Assumptions — Judgments concerning unknown factors and the future which are made in analyzing alternative courses of action.  Assumptions are made to support and reasonably limit the scope of the analysis.

Base Year — The time period used to determine the base for dollar calculations — normally the first year of the analysis.

Baseline XE "Baseline"  — A term used to describe (1) use of status quo costs and benefits as a basis for developing costs and benefits for alternatives during the cost/benefit analysis and, more importantly, (2) use of costs and benefits projected for the selected alternative during the cost/benefit analysis as a basis for comparing actual costs and benefits during cost/benefit measurement.  When using the term &quot;baseline,&quot; ACF normally means the selected alternative's projected costs and benefits used in cost/benefit measurement.

Benefits — Quantitative XE "Quantitative"  and qualitative improvements expected or resulting from a systems investment.  

Benefit/cost ratio XE "Benefit/cost ratio"  — An economic indicator of cost-effectiveness, computed by dividing present value benefits by present value costs.  Indicates the amount of benefits returned for each dollar invested.

Breakeven analysis — A procedure for evaluating alternatives to determine when cumulative benefits will equal cumulative costs.  (Projected, not present value, costs are used.)

Breakeven point — The point in time at which non-discounted, cumulative costs and non-discounted, cumulative benefits are equal.

Comparison XE "Comparison"  — A method of quantifying costs or benefits in which current costs or benefits on comparable systems are used as a baseline for the new system.

Constant Dollars — Dollars which reflect the prices of the base year of the systems life.  Constant dollars do not consider the effect of inflation and are normally used in cost/benefit analysis.  Constant dollars are always associated with a base year — such as, Fiscal Year 2007 constant dollars — normally the first year of the analysis.  (Constant dollars are sometimes referred to as real dollars.)

Constraints XE "Constraints"  — Constraints are factors that lie outside — but have a direct impact on — the system design effort.  Constraints may relate to laws and regulations or technological, socio-political, financial, or operational factors.

Cost Avoidance — Benefits realized by avoiding a relatively certain future expenditure, although the projected expenditure has not been budgeted or obligated.  Cost avoidance XE "Cost avoidance"  is more speculative than cost savings and requires more rigorous justification.

Cost Savings — Benefits realized by eliminating a planned expenditure, such as a budgeted or contractual expense.

Cost-beneficial and Cost-effective — Descriptors for alternatives that effectively balance costs and benefits, delivering maximum benefits for the investment costs.

Cost/Benefit Analysis — Detailed evaluation of the costs and benefits of selected alternatives identified during the alternatives analysis.  Includes costs of current and projected operations as a baseline for (1) determining which alternative to select for automation and (2) measuring costs and benefits of the implemented and operational system over time.  Costs are normally expressed in dollars, but benefits may be expressed in dollars or in other quantitative (such as time reduction) or qualitative (such as improved security) measures.  Cost/benefit analysis XE "Cost/benefit analysis"  determines the most cost-effective solution, not simply the least cost solution.  Can be included as part of the Feasibility XE "Feasibility"  Study or Alternatives XE "Alternatives"  Analysis — or stand as a separate document.

Cost/Benefit Measurement XE "Measurement"  — Measurement of costs and benefits of the implemented and operational system over time and comparison of actuals to those projected for the chosen alternative during the cost/benefit analysis.
Current Dollars — Dollars which have been adjusted to reflect the effect of inflation on prices.  Current dollars XE "Current dollars"  are normally used in budget projections.  (Current dollars are sometimes referred to as nominal dollars.)

Discount Factor — The multiplication factor that converts a projected cost or benefit in a future year into its present value.  Discount factors are computed based on the selected discount rate.  Mathematically, a discount factor is equal to 1/(1 + r)n, where r is the discount rate and n is the number of years since the base year.

Discount Rate — A rate used to relate present and future dollars.  Discount rate XE "Discount rate" s are expressed as a percentage and are used to reduce the value of future dollars in relation to present dollars.  This equalizes varying streams of costs and benefits, so that different alternatives can be compared.  Discount rates reflect the time value of money.

Discounted Costs or Benefits — Future years' costs or benefits that have been multiplied by a discount factor to convert them to their present value — also called present value costs or benefits.

Double Counting — An error which occurs when costs or benefits are counted twice.

Estimation XE "Estimation"  — A method of quantifying costs or benefits, in which each organization involved in system development, operation, and use estimates, averages, and projects its costs.  Sometimes referred to as the bottom-up method.

Feasibility XE "Feasibility"  Study — A preliminary study to determine (1) whether it is sufficiently probable that effective and efficient use of ADP equipment or systems can be made to warrant the substantial investment of staff, time, and money being requested and (2) whether the plan is capable of being accomplished successfully.  

Fixed cost XE "Fixed cost"  — Costs that do not vary over time.

Inflation XE "Inflation"  — A persistent rise in the general level of prices over time.

Investment — An expenditure of funds to acquire a new capability or capacity.

Life Cycle — The time from the beginning of the systems project to the replacement of the system.  This includes the time that the system will be operational as well as the time needed to develop and implement the system.

Life Cycle Cost — The total cost of acquisition and ownership of a system over its full life, including the cost of planning, development, acquisition, operation, support, and disposal.

Net Benefit or Cost — The result of subtracting the total present value costs from the total present value benefits.  Where benefits exceed costs, the result is a positive number, referred to as a net benefit.  Where costs exceed benefits, the result is a negative number, referred to as a net cost.  See also net present value.
Net Present Value — The result of subtracting the total present value costs from the total present value benefits.  Also referred to as net benefit or net cost.

Nominal Dollars — A synonym for current dollars.
Non-recurring Costs — Costs that occur on a one-time basis — distinguished from recurring costs.  Non-recurring costs XE "Non-recurring costs"  are often capital expenditures.

Objectives — Goals, results, or program improvements that the decision-maker wants to attain.  Objectives should be independent of the solution and stated in a manner that does not preclude alternative approaches.

Observation XE "Observation"  — A method of quantifying costs or benefits in which processes are measured and recorded to provide estimates.

Present Value — The estimated current worth of future benefits or costs — derived by discounting the future values using a selected discount rate and factor.

Real Dollars — A synonym for constant dollars.
Realized Benefits — A benefit that has occurred.  If benefits resulted prior to the new project, they are not considered in the cost/benefit analysis.  (See also Sunk Costs.)  Benefits realized after new project implementation are counted during cost/benefit measurement.

Recurring Costs — Those costs which are continuing costs based on the operation of a present or proposed system.  Recurring costs XE "Recurring costs"  apply over a range of time — either months or throughout the systems life.

Sensitivity Analysis — A technique of assessing the extent to which changes in assumptions or input variables will affect the ranking of alternatives.

Simulation XE "Simulation"  — A method of quantifying costs or benefits in which the process is analyzed and simulated to obtain costs.

Sunk Costs — A non-recoverable cost expended prior to the start of the project.  Because sunk costs have been irrevocably expended or committed, they are not considered in the cost/benefit analysis.  (See also Realized Benefits.)

Systems Life — The time required to plan, design, acquire, and implement the system plus its operational life.

Time Value of Money — A name given to the notion that the use of money costs money.  A dollar today is worth more than a dollar tomorrow because of interest costs.  

Undiscounted Costs or Benefits — Future years' costs or benefits that have not been multiplied by a discount factor to convert them to their present value — in other words, projected costs or benefits.

Variable Costs — Costs that are volume sensitive:  for example, charges for computer services are often volume sensitive.
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