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ODbjectives

M Why it is as important today as it has ever been to embrace ROI

Calculate the ROI and its sister metrics, the beroefdt ratio, and
'l'/"\l‘/' .

payback period
/n

a4l what ROI can do for you



0.

Evaluation Framework

Levels of Evaluation

Inputs

Reaction & Planned
Action

Learning

Application

Business Impact

Return on Investment

Measurement Focus Typical Measures

The input into the project in terms

N Participants, Hours, Costs, Timing
of scope, volume, efficiencies, costs

Measures participant satisfaction and Relevance, Importance, Usefulness,

captures planned actions, if Appropriateness, Intent to use,

appropriate Motivation to take action

Measures changes in knowledge, skillsSkills, Knowledge, Capacity,

and attitudes Competencies, Confidence, Contacts
Extent of use, Task completion,

Measures changes in behavior or Frequency of use, Actions completed,

actions Success with use, Barriers to use,

Enablers to use

Productivity, Revenue, Quality, Time,
Efficiency, Customer Satisfaction,
Employee Engagement

BenefitCost Ratio (BCR), ROI%,
Payback Period

Measures changes in business impact
variables

Compares project benefits to the costs




Return on Investment

ROI measures the amount of retur
relative to an investment. It indicate
whether or not an organization Is
using Its resources efficiently.



The ROI Calculation i1s Simple

BCR = Program Benefits
Program Costs

ROl _Net Program Benefltsx 100
Program Costs e ‘

A




Try it

$750,000
$425,000

BCR =

$750,000- $425, OOOX 100

$425,000 AT
I

ROI =




Payback Period

BCR = Program Benefits
Program Costs

Pp — Program COsSts
Program Benefits

\\.(
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ROI INSTITUTE"

The ROIM€ethaodology®: ProcesscOverview

PLAN THE EVALUATION COLLECT DATA ANALYZE DATA Make it Credible: OPTIMIZE RESULTS
Tabulate Costs of
Program
LEVEL 1: REACTION LEVEL 3:
LEVEL O: INPUT AND PLANNED ACTION  APPLICATION

: Optimize
i Tell the Story:
Make it Vel FiEadTila Make it Credible: Y Results:

Credible: Communicate Use Black Box
lsolate the | CONVert Data to Calculate ROl 0 pogyits to Key EX R

Effects Monetary Value Stakeholders Increase Funding
LEVEL 5: ROI

Expect Make it Matter: Make it Stick:
Success i
: Plan for Reaction and Application
; Solution .
Business Results Learning and Impact

Make it Feasible
Select the Right

: LEVEL 4: IMPACT . .
o = 2 LEARNING Make it Credible:

Identify Intangibles

INTANGIBLE BENEFITS
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Twelve Guiding

Principles

. Report the complete story

. Conserve evaluation resources

. Use the most credible sources of data

. Choose the most conservative alternatives

. Assume no data, no improvement

. Adjust estimates for error

. Throw out the extreme and unsupported claims

1
2
3
4
5. Isolate the effects of the program
6
7
8
9

. Use first year benefits for shesrm programs

10. Include fulljjoaded costs

11. Report intangible benefits

12. Communicate results to all stakeholders



Steps to the Money

ADefine the unit of measure

ADetermine the value of the
measure (V)

ADetermine the change in
performance ( P)

ADetermine the annual change
In performance (A P)

ACalculate the annual
monetary benefit (A P x V)
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01. DERINEUNITOFMEASURE

L 2 The standard unit by which
/ I, a quantity is measured.




Define the
Unit of

Measure

If this Thenthis

Increase sales to new customell sale

Reducdgurnover of midlevel
managers

Reduce complaintsegarding
nostile work environment

ncrease in employee
engagement

Reduce time in meetings 1 hour

Increasdaime in knowledge
management system

1 turnoverstatistic

1 complaint

1 percentage point

1 minute




= 02. DETERMINEHEVALUE
— The monetary value of the
measure of interest.
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