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Selecting the Alternative With the Largest Net Social Benefits
If the analyst is satisfied with the technical analysis, the final step of CBA is to recommend to 

policymakers the most cost-efficient programs for consideration. Following the principles and 
practice of CBA discussed earlier in this module, analysts should recommend the program with 
the highest positive NPV of social benefits. The recommendation should be supplemented with 
or qualified by a sensitivity analysis, especially when the conclusion is sensitive to errors in fore-
casts or to assumptions of theoretical contention, such as the determination of the discount rate. 
Technical competence and professional ethics are important factors in safeguarding the quality 
and integrity of recommendations regarding capital projects that could have substantial and 
long-term impacts on the financial health of a government or other public organizations.

Table 17.3

Cost-Benefit Analysis With Sensitivity Analysis of the Atlantic Yards 
Arena Investment (in millions of dollars)

Period Year Costs
Arena Construction and 

Operation Tax Inflow Net Benefit

Present Value (PV)

Discount Rate: 6% Discount Rate: 9%

 0 2006 $100 3.32 ($96.68) ($96.68) ($96.68)
 1 2007 3.38 $3.38 $3.19 $3.10 
 2 2008 3.96 $3.96 $3.52 $3.33 
 3 2009 8.12 $8.12 $6.82 $6.27 
 4 2010 8.53 $8.53 $6.76 $6.04 
 5 2011 8.9 $8.90 $6.65 $5.78 
 6 2012 9.18 $9.18 $6.47 $5.47 
 7 2013 9.28 $9.28 $6.17 $5.08 
 8 2014 9.28 $9.28 $5.82 $4.66 
 9 2015 9.33 $9.33 $5.52 $4.30 
10 2016 9.55 $9.55 $5.33 $4.03 
11 2017 9.78 $9.78 $5.15 $3.79 
12 2018 10.01 $10.01 $4.97 $3.56 
13 2019 10.25 $10.25 $4.81 $3.34 
14 2020 10.50 $10.50 $4.64 $3.14 
15 2021 10.75 $10.75 $4.49 $2.95 
16 2022 11.02 $11.02 $4.34 $2.78 
17 2023 11.29 $11.29 $4.19 $2.61 
18 2024 11.57 $11.57 $4.05 $2.45 
19 2025 11.86 $11.86 $3.92 $2.31 
20 2026 12.15 $12.15 $3.79 $2.17 
21 2027 12.45 $12.45 $3.66 $2.04 
22 2028 12.76 $12.76 $3.54 $1.92 
23 2029 13.07 $13.07 $3.42 $1.80 
24 2030 13.40 $13.40 $3.31 $1.69 
25 2031 13.73 $13.73 $3.20 $1.59 
26 2032 14.07 $14.07 $3.09 $1.50 
27 2033 14.42 $14.42 $2.99 $1.41 
28 2034 14.77 $14.77 $2.89 $1.32 
29 2035 15.14 $15.14 $2.79 $1.24 
30 2036 15.51 $15.51 $2.70 $1.17 

Net present 
value (NPV)       35.53 ($3.83)


