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Welcome to the ROI
in IT projects report!

At Future Processing,
we have used
technology to solve
business problems for
more than 22 years.
Enabling business
potential is our core
principle. We strongly
believe that good tech
companies need great
people, and great
people make great
software.

Our partners' success has always been a critical
value for us. We believe that helping them measure
the business impact of investments in software
development is a solid baseline for the success
of IT projects. Naturally, some business aspects
are easier to quantify than others. For example,
amarketing campaign is much more streamlined
than a complex technological investment. The ques-
tion arises: how to effectively measure the impact
these tech initiatives have on your organisation?

More than 20 years of experience in delivering
IT projects can really teach you something. At
Future Processing, we have learned that one of
the most overlooked and misunderstood aspects
of software development for our partners is
measuring the ROI.

What impact can our IT services have on your
business? How can they boost the value your
company offers? The answers to these ques-
tions may be highly complex, which is why
it's so easy to lose the heart of the matter
altogether in this respect.



Knowing ROI for your technological investments is
crucial to getting a full overview of your financial
situation. However, there is a significant skills
gap in the market in this area, which makes
it difficult to quantify accurately. We have
created this report to explain how organisations
approach measuring ROl in their IT projects and
to establish benchmarks in terms of returns on
software development initiatives within various

organisations.

With this report, we aim to help our peers by
approaching ROI holistically. We look into how
ROI can be quantified in IT projects, and specifi-
cally, how technology investments are impacting
various IT businesses and what kind of returns
they are producing.

This report combines results from over 180
online questionnaires we sent to our part-
ners. To analyse them, we went through all the
comments, quantified priorities, and identified
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processes and value indicators. On top of that,
we combined these insights with industry-lead-
ing ROl experts’ opinions on how to build and
measure returns your investments make and
how they impact your business. The result is
an in-depth leadership study, supplemented
by a short case study in which we calculate ROI
from scaling local infrastructure compared to
expanding Cloud resources.

So, grab a cup of a hot drink, sit back, and dive
deep into our report.

Enjoy the read!
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Executive summary:
a brief overview of

the project

Using methodologies such as an online survey,
video interviews, an expert summary, and a deep-
dive case study, we gained a deep understand-
ing of challenges related to measuring ROl in IT

initiatives.

We found there to be a distinct lack of knowl-
edge on how to measure and manage ROI,
with very few businesses classifying themselves
as '‘experts’. We also discovered hesitancy in the
market when it came to using externals to deliver

ROI expertise.

Despite the above, there was a consistent recog-
nition of the need for greater understanding
of ROI as well as willingness to enter into the
conversation further and to expand in this area.

This report lists the areas which, according to
market-leading experts, have the mostinfluence
on ROI. It outlines how to develop processes to
measure and manage ROl more efficiently and
how to avoid pitfalls that may create issues, unless

understood clearly.



#1 ROl in practice

ROl is a mechanism addressed to companies and
investors used for measuring the profitability of
an investment. It can be understood as a metric
with a relatively simple formula, but also perceived
in a much broader context - as a set of metrics
related to both financial and non-financial results.
The latter approach expands the meaning of
profitability to non-pecuniary values and thus
can facilitate decision-making processes from a
different angle.

91% of respondents to the survey stated that
measuring ROl in their companies was either ‘very’
or ‘'somewhat’ important, providing justification
for a more elaborate study of ROI.

While in principle ROI calculation appears to be
simple (ROI = (Net profit / costs) x 100%), un-
derstanding the true value of ‘net profit’ is
where the difficulty lies. Soft and intangible
returns on investment make precise calculations
tricky. There are many other Key Performance
Indicators (KPIs) that are used for measuring
profitability of investment, and this diversity indi-
cates the importance of tailoring them specifically
to each business, project, or product. They are
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not universally applicable. Nonetheless, when
projects are complex, it is sometimes more ef-
fective to use other KPIs to measure individual
stages and ROI for the project overall. KPIs are
the best metrics for predicting the final results
of a project, while ROl is best used to review the
validity of decisions made.

While it was clear that the vast majority of survey
respondents and interviewees understood the
importance and need for accurate ROI calcula-
tions, there was a definite lack of competency.

Only 10% regarded themselves as ‘experts’, with
67% categorising themselves as ‘beginners’ or
‘intermediates’.

Among those who do calculate their own ROI,
there is a huge variety in how they arrive at
their final results. Some use the classical for-
mula, others adapt it somewhat, and a quarter
of all respondents claimed they were not aware
of any methods to calculate ROI at all.

This shows that there is a real skills gap in the
market when it comes to accurate ROI calcula-
tions.
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It became apparent that a multi-layered ap-

proach was the most comprehensive and

suitable solution to measuring ROI. Many com-

panies choose to estimate ROI at the beginning
of a project (anticipated ROI), then evaluate it at
key pre-defined stages, and do in-depth analysis
at the end to understand the actual ROI.

Our research shows that while C-Suite staff are
most commonly responsible for managing ROl in
their companies (59%), there is in fact a strong
collective responsibility that often trickles down

to employees in a range of roles. The least com-

mon occurrences were companies either having
a dedicated ROI officer (7%) or actually going

one step further and hiring an external con-

sultant (2%).

Only 10% regarded
themselves as
‘experts’, with
67% categorising
themselves as
‘beginners’ or
‘intermediates’.



#2 Challenges
for consultants

Through the video interviews with industry experts,
we discovered that the biggest problem facing
external ROI consultants was in proving their
value to prospective customer companies, as
it's extremely hard to ‘measure’ the viable impact
they could have. This is partly due to consultants
not having sufficient access to evaluate the
potential ROI gain, and partly due to a lack of
willingness on behalf of the customer to share
their financial information with personnel outside
of their organisation.

#3 ROI - Significant
contributing factors

Our survey shows that user experience (UX) is
the most significant area affecting ROI, with
31% of replies. We found that the highest returns
are expected from investment in UX, as it is a
highly visible and measurable metric that can be
presentin projects at any time. When it comes
to ROl in UX, it is very important to be able
to refer to existing data. This will allow you
to measure indicators before implementing a
change in the user interface or customer jour-
ney, to establish benchmark expectations based
on those indicators, and then to study how the
changes are received.

The second most common area that respond-
ents to the survey found to be affecting ROl was
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process automation (26%). This was particularly
true for experts who measured ROl immediately
after their investment was made, at the begin-
ning of the project. Process automation offers
clear, measurable gains in development and its
consequential returns, making it a reasonable

and viable deliverable.

Utilising the Cloud technology was another
method of increasing ROI that proved common
with 12% of respondents. When it comes to using
the Cloud, repeating ROl calculations periodically
to discover factors that were not previously taken
into account and to determine whether the in-
vestment had paid off earlier than was forecasted
turned out to be a beneficial approach.

The discovery stage was another important
aspect mentioned in our surveys and interviews.
Itis known to increase ROl by reducing the risk of
incurring unforeseen costs throughout projects. It
helps companies gain ‘early wins’ through careful

evaluation and analysis. Nonetheless, only 9% of
respondents identified the discovery stage as the

most ROI-contributing factor. In addition, a thor-
ough discovery phase is the most important
and simplest way to help prevent scope creep.
The better the discovery phase, the less scope
creep, the better design and user experience,
and, consequently, the higher the ROI. Finally, the
discovery phase makes a product better suited

to the environment, its competitors, and users.

11
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#4 Different points
of view on ROI

It is also important to note the differences be-
tween ROI in projects and products.

In project thinking, the emphasis is on the out-
puts, scope, time, budget, and efficiency. This
approach is time-limited, with fixed requirements.

Conversely, in product thinking, the focus is on
outcomes, values, and effectiveness. The work is
continuous and tailored to the evolving needs.
Organisations with product-led business models
don't just focus on profit-to-investment ratios,
but they’re much more likely to refer to ROl in
its broader definition and to take the so-called
value-based metrics into account.



#5 Traps and pitfalls of
measuring ROI

While there are unarguably many benefits to
adopting ROl into many, if not all, aspects of
decision-making, it must be noted that - as with
any tool - it has its flaws. The most common
issues are related to:

Gaining reliable data

ROl is often treated primarily as an input to the
business case - an argument for decision-makers
as to why a particular change should be imple-
mented in order to save budget. As a result, ROI
calculations are treated as a short-run activity
at the beginning of a project and may not be
accurate or comprehensive at this stage.

Implementation costs

By default, organisations often focus on the direct
costs of implementing a solution when estimat-
ing ROIin IT. The actual cost of implementing
change may be much higher than the initial
estimate and could additionally include other
aspects and non-obvious costs.
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Risk

According to our research, ROl calculation often
fails to include the issue of risks. The costs as-
sociated with risks usually occur only when they
actually materialise, which makes them extremely
difficult (if not impossible) to calculate.

Challenges with measuring ROI

There are plenty of different challenges related
to ROI, such as alack of synchronisation between
departments, a lack of clear, measurable objec-
tives, a lack of a defined and viable ROl strategy,
or a lack of discipline. Other challenges relate to
approaching ROl only selectively and inisolation,
or not leveraging reliable tools to collect the
necessary data.

Soft ROI

By definition, ROl is a financial metric of pecuni-
ary value. The difficulty lies in evaluating an
investment when the expected benefits are
defined in both financial and non-financial
gains. Sometimes, these intangible, non-financial,
and hard-to-measure metrics precisely address,
key benefits that relate to ROI (e.g., increased Net
Promoter Score or boosted UX). Unfortunately,
it's often overlooked altogether.

13
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#6 The current use of ROI

In the current market, ROl is being used as an
umbrella term relating to both financial and
non-financial metrics. Even though calculating
ROl is usually understood as a very valuable
practice, our survey shows that some organisa-
tions measure ROl but do not use it to inform
business.

The fact that ROI, although perceived as impor-
tant, is in many cases not realistically used in
decision-making may be due to negative expe-
riences. Also, itis very likely that these difficulties
result in the low utilisation of ROI calculations
in organisations, and even lower interest in the
services of external ROl consultants. Without
the right data and a proper management of this
data, organisations will not be able to get their
ROl initiatives off the ground. In order to get pri-
ority in organisations, ROl needs to be backed
up by solid measurement and management
processes. Without these in place, even the best
consultant will be unable to conjure up anything
worthwhile.

#7 Key conclusions

Our study and the following analysis show various
approaches that companies have towards ROI.
The key conclusion coming from organisations’
experiences is that there is no single correct
way to measure ROI or one scenario that fits
all. However, different case studies can help plan
your ROl approach and avoid common mistakes.

A long-term, individual approach with frequent
result checks and a comprehensive look at dif-
ferent business areas is crucial to successful

measurement of ROl in technological investments.

If companies want to look at ROl in the long run
and make business decisions around it, they can-
not lose ROI's great impact and the opportunity
to positively influence different business areas.
To do this right, they should always have ROI
on their agenda.

Companies need to remember that measuring
ROl is always an individual process that needs
to include relevant areas corresponding with
the individual goals of the project. On top of
that, measuring ROl is interdisciplinary work,
where responsibility for the final resultis shared.
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survey

methodology

We created this report by gathering data from
market experts from a wide range of indus-
tries across the globe. We investigated how
market leaders quantify and measure ROI, how
important ROl is to their businesses, and which
measurement techniques they use. We obtained
data and examined it. Finally, our Analysis and
Design experts quantified the use, demand, and
current understanding of ROl in the tech market
and offered their conclusions.

#1 Data collection

The conclusions laid out in this report result from
collating and analysing two main kinds of input:

15
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Methodology 1:
Online survey

We ran a questionnaire over a 4-week period to
gain measurable data from business professionals
from all over the world. We received 182 respons-
es from experts in over 16 business sectors
including Information Technology and Services
(31%), Financial Services (20%), and Professional
and Business Services (11%).

The roles of the respondents ranged from
C-Suite personnel such as IT Executives (34%), IT
managers (25%), to Non-IT Executives (20%), and
IT Consultants (7%).

Where is your company based? (%)

UK and Ireland
DACH region
North America
Benelux

The Nordics

Other

Largely, the professionals who answered the
survey were from Europe, with 45% coming from
DACH countries, 25% from the UK and Ireland,
and 6% from Benelux. While there were fewer
respondents from North America (5%), 14% came
from other regions of the world.

The most common company size in terms of the
number of employees was 2-50 staff members
(31%). However, there was a significant representa-
tion from larger companies too, with 21% of
businesses comprising 5000 or more staff, and
12% with 1001-5000.

Data gathered through the survey was a vast
and fair representation of the market. The
variety of company sizes, industries, roles, and
geographical locations provided our Analysis
and Design experts with enough information
to understand companies’ ROl needs through a
range of lenses and gain a full data overview to
analyse the results.
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What is your organisation’s industry? (%)

Information Technology and Services
Insurance

Financial Services

Logistics & Transportation
Healthcare

Non-Profit

Manufacturing

Education é
Leisure and Hospitality

Professional and Business Services
Consumer Services

Public Services and Administration

Utilities

Telecommunication

Construction

Other
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What is your role? (%)

IT Executive (CIO, CTO, CISO, Head of
Technology, Head of Development, VP
Engineering, etc.)

IT Manager (Project Manager, Product
Manager, Team Leader, etc.)

IT Consultant

Non-IT Executive (CEO, CFO, CMO, etc.)

Other

What is your company size (number
of employees)? (%)

| am self-employed

2-50

51-250

251-500

501-1000

1001-5000

5000+

35

35
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Methodology 2:
In-depth interviews with
leading market experts

We conducted video interviews with 12 leading
experts in the market representing a range of
industries. We asked them about their under-
standing of RO, best practices, the importance
of ROl in their day-to-day decision making, and
their ability to accurately measure and understand
ROI within their business.

We discussed their experiences of measuring ROI
in their current and previous companies. Together,
we uncovered important lessons they had learnt
along the way, which had helped evolve their
understanding of ROI. Now, we're letting you
on tips, tricks, and joint market observations
that help measure and understand ROI.

#2 The final step

As a result, we were able to get an understanding
of the state of ROl across many industries. We
also combined our knowledge of IT projects,
business consulting, and data analysis to pro-
vide unique insights into ROI.

Sit back, relax, and discover what we found on
the way.

19
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ROl in IT Projects:

the analysis

#1 ROl in practice

ROI stands for Return On Investment. It is a
performance metric used for evaluating the profit-
ability or efficiency of an investment. In its simplest
understanding, it aims to directly calculate the

rate at which investment translates into return.

ROl is calculated as the ratio of net income (prof-
it or loss), compared to the total investment.
Calculating ROl is simple. It can be expressed as
a ratio or percentage, using the formula:

With this ratio, you can objectively compare dif-
ferent investments.

For example: Three companies - A, B, and C -
achieved revenues of $13,000 each. However,
Company Ainvested $10,000, Company B invested
$5,000, and Company C invested $15,000. At a
glance, what is each company’s ROI?

By calculating ROI for each of these investments
using the formula ROI = (Net profit / costs) x
100%, you get:

ROI: Company A = 30%
ROI: Company B = 160%
ROI: Company C =-13%



With this simple calculation, you can see that Com-
pany B had the best ROl with 160% of their original
investment. Company A had a reasonable ROI at
30%, but Company C actually made a 13% loss.

#2 Why is ROl important?

In order to make good investment decisions, it's
critical to understand how each initiative im-
pacts your balance sheet. This not only provides
valuable information to investors, but it also helps
to make informed and calculated investment
decisions for future IT projects.

ROl is an important metric for all companies re-
gardless of the size of the business, the number
of employees, or the investment amount.

In our survey, 69% of respondents said they
actually measured ROI. 52% of respondents
stated that ROl was very important to their de-
cision-making processes, 39% claimed it was
somewhat important, and only 9% declared it was
not important at all. This is a clear indication of
the overwhelming value that ROI has for many
businesses and industries.

ROI Report 2022 21

Do you measure Return on Investment
(ROI) of IT projects or any other
software-related initiatives in your
company? (%)

Yes

No

| don't know

How important is measuring and
tracking ROI of IT projects for your
organisation? (%)

Very important and influencing our
decision making

Somewhat important, but not having
a real impact on further actions

Not important and with no
particular influence
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#3 The difficulties of ROI

While ROI calculation is simple, the difficulty
lies in determining the net profit accurately
(understood as income and generated savings).
If we don't arrive at the correct net profit, then
ROI calculation will not be accurate. This isimpor-
tant when calculating the potential ROl before or
during an IT project.

Instead of looking at the project holistically, in
order to increase the accuracy of ROI calculation,
companies try to calculate ROl for specific areas
of a project. This will highlight aspects which are
working well and help to focus on areas that need
improvement.

There is also a purely
financially-led ROI, meaning
cashflow improvement or
anything else that will tangibly
demonstrate revenue growth, cost
reduction, operational efficiency,
and profit growth - once you

put a monetary value on it, that
for me, is ROL.

Ravi Veerasubramanian
Director - Managed Services,
Cloud Solutions, NTT DATA UK

#4 Soft RO

There is also another, slightly different approach
to ROI. The respondents to our survey mention
other elements that help them to calculate ROI,
which are often referred to as ‘soft ROl or ‘intan-
gible ROI', because they can be difficult to convert
into concrete financial measures. The elements
mentioned in the survey include:

® Increased Net Promoter Score (NPS) - this
is a factor that helps to determine user satis-
faction with a product and users’ willingness to
recommend the product to others. If the NPS
of a product increases, the chance of gaining

new users increases, as do profits.

® Process comfort and speed - this aspect can
be measured in many ways, depending on the
specifics of the project.

® New service opportunities - these can be
defined by a number of metrics and should
be adjusted to the specifics of the business,
product, or project.

® Time savings - for instance, calculating
the number of person-hours saved during
process automation or while improving ef-
ficiency (e.g., by improving the UX).



There are many other metrics that can be used
to calculate and understand the true ROI, as we
discovered during our interviews with industry
experts.

It's worth emphasising that effective and mean-
ingful KPIs should be tailored to the specifics
of the business, as it is impossible to identify
universal metrics that willwork in every case. There
is no ‘one size fits all’ solution.

Some organisations utilise OKRs
(Objectives and Key Results)

to focus on outcomes that
better explain ROI. OKRs help
everyone in the organisation
take measurable steps towards
strategic objectives.

David Kolb

Senior Technology Advisor

ROI Report 2022
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#5 Market perception
of ROI skills

The vast majority of our respondents (63%) stat-
ed that they used the classic ROI calculation
formula (or its close variation). Only 12% men-
tioned using other variations due to the specific
metrics of their projects. While these results were
positive, one quarter of all respondents stated
that they were not aware of any approaches,
techniques, or methods their company used to
measure ROI.

Only 10% of survey participants identified
themselves as ‘experts’ in the area of ROI, and
up to 67% considered themselves to be either
beginners or intermediate. These results clearly
indicate that there is a real need for advanced
ROI measurement in the market. The ability
to provide accurate, reliable ROI calculations that
are carefully adapted to project-specific metrics
is currently not common, as most organisations
still need to improve their knowledge and skills
in this area.



#6 Anticipated ROI
vs Actual ROI

ROl is a useful metric when deciding whether to
invest in a software project/product, and - more
specifically - when choosing which initiative to
invest in that may offer the highest return in a
given period. This can be done either by aiming
for the absolute highest ROl in terms of financial
return, or by calculating the best return in a specific
time frame. These, done prior to the investment or
at the very beginning, both refer to the so called
‘Anticipated ROI'.

44% of respondents to our survey cited the ability
to use ROI to help make decisions and implement
changes during the process as one of their main
reasons for measuring ROI.

Conversely, 41% of respondents claimed that using
ROl to evaluate the results after the investment
is made was their main reason for using it. These
companies find value in understanding exactly
how successful their investment was after the
fact. This is known as ‘Actual ROI'".

Calculating ROl is hard if you
don’t have established metrics.
Start-ups and new product teams
turn to innovation accounting - a
way to take measured steps with
leading indicators.

David Kolb

Senior Technology Advisor

ROI Report 2022
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#7 The benefits of estimating
and measuring ROI

Our research shows that the majority of respond-
ents (69%) measure ROl in their projects. Itis inter-
esting to note that the results of ROl calculations
only factored into the decision-making process
for around half of the cases we investigated.
The question arises - why measure ROl if it isn't
taken into consideration when making decisions?

The first hurdle when initiating
an IT project is to say, “I have a
business case.” You have to do
the high level raw estimate before
the project starts, and it can only
be an estimate.

Tom Reichert
IT Manager

There are many more applications of ROI, e.g.:

the expected ROl can allow prioritising
tasks, projects, and initiatives,

it can be used to provide evidence for deci-
sion-makers to invest in an initiative,

comparing the anticipated ROl at the be-
ginning of an initiative to the actual ROI
achieved at the end allows drawing conclu-
sions about the accuracy of a project. These
are then used to create much more accu-
rate cost estimates and expected reve-
nue for future projects, and help build confi-
dence for a business and its investors,

defining ROI helps to map out the planning
process more accurately. It is much easier
and more cost effective to make well-informed

amendments to a project at the beginning,

ROI can also be used on an operational lev-
el. For example, a Product Owner can calcu-
late the ROI of an investment in a subsequent
project, product, or feature. In turn, this can
be translated into priorities in the backlog,

monitoring ROI can help in holding people
accountable.



of respondents
measure ROI
IN their projects.
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#8 When to calculate ROI?

According to our survey, almost half of all re-
spondents (43%) measure ROI regularly at
predetermined intervals (e.g., at specific project
milestones). 21% of respondents take these
measurements when their project ends, and
just 8% measure ROl immediately after the start
of a project.

At which stage of an IT project do you
usually measure its ROI? (%)

Just after it starts

Regularly, in a pre-specified cadence
(for example - at every milestone)

Right after it ends

| don't know

Other

During the video interviews, industry experts con-
firmed that their approach on when to measure
ROI followed a similar pattern to that shown in
the survey.
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#9 A multi-layered
approach to ROI

Through the interviews, we discovered that it
is popular to divide ROl measurements into
three stages. Firstly, an estimation is produced
at the beginning of a project to forecast what
the anticipated ROl is. Companies then proceed
to check ROI at pre-defined points during the
project. The final measurements are made at
the end of the project to calculate the actual
ROI. This multi-layered approach to ROl was
almost universally considered to be the most

accurate and comprehensive.

When it comes to measuring ROl at pre-defined
stages of a project, it was noted that these stages
could be performed on a regular basis (monthly,
annually, biennially, etc.) or at key project mile-
stones. For the latter, in organisations working
strictly according to agile methodologies, ROI

calculations can be done in an iterative rhythm,
in correlation with successive increments of
delivered software.

It is important to note at this stage that prod-
uct-led organisations look at ROI precisely from
the perspective of what they deliver. For such
entities, ROl may be based on how the prod-
uct is produced, how many customers use it,
how much revenue it generates, and so on.
Such entities are mostinterested in the total cost
of bringing a product to market, and therefore,
tend to focus on measuring ROl according to
that metric only. Bear it in mind that not every
company has the same definition of a ‘return’,
so it is essential that this is defined according to
the company's values and priorities.



Short-term vs long-term ROI

In today's world, most people tend to expect
immediate results. However, studying ROl in
the short term can be less reliable. Measuring
ROI long-term seems to reflect the desired
outcomes more effectively.

Nevertheless, even if short-term ROl measure-
ment is not the best way to approach the topic,
it doesn't mean that it has no value. Key Perfor-
mance Indicators (KPIs) can be established
to track the product/process journey, show
progress, and validate milestones. These KPIs
act as ‘checkpoints’ on the way to your eventual
destination: accurate and reliable ROI.

With complex projects, KPIs tend to be more
effective for measuring individual stages, while
ROl is more effective for evaluating the whole
project in general. KPIs are helpful metrics for
predicting the final results of the project, while
for ROl is helpful in reviewing the validity of de-
cisions retrospectively.
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Multi-period ROI

The ROl for a project with the same total numbers
can be calculated in a variety of ways and may pro-
vide results (with an order of magnitude variance)
that could lead to various takeaways. Therefore,
it's important to know which calculation to
use, that would best support measuring if you're
moving towards the goal of the project.

As for the time frame, it's important to decide on
how many years are included in the calculations.
Is it one year, two years, or the entire life cycle?
Do you take profits from the entire life cycle of
the productinto account, or just the initial launch?
How would any future marketing efforts distort
the calculations? Would this initiative open new
sales areas for the whole business suite you're
developing? And if so, for how long?

This is where the trouble begins: while easy to cal-
culate, the results of your ROl performance rely
heavily on the assumptions and compromises
you need to take during your calculations.

31
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#10 Who measures ROI
in organisations?

Our survey showed that people in C-level roles
were usually responsible for measuring ROI.
59% of all respondents identified themselves as
ClOs, CTOs, CFOs, or similar. Only 7% said their
company had a dedicated ROI Officer, and only
2% said their businesses outsourced their ROI
measurements to external companies. In the
interviews, a number of experts emphasised that
although the C-level staff was primarily responsible
for ROl management, lower-level employees did
indeed support them as they felt co-responsible
for the ROl ‘cost challenge'.

The interviews uncovered that the responsibility
for ROI calculations could also lie across the
departments - according to the ownership of
projects and their respective processes. Even
though it might be challenging, it is definitely a rec-
ommended practice.

Who is responsible for measuring ROI

of IT projects in your organisation? (%)

CIO/CTO or similar

CFO or similar

A dedicated ROI officer

Project Manager/Project Director

External consultant

| don't know

Other



The high-level raw estimate
has to be done by the business.
The methodology is created
and supported by IT because we
need the facts and figures to be
able to manage our portfolio of
projects. On the other hand, let's
say the process ownership is on
the business side. But we do these
all together in alignment.

Tom Reichert, IT Manager
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The responsibility for ROl within companies is
not confined to the C-Suite staff only. Although
these employees make up the largest proportion
of people who manage ROI, the responsibility
regularly falls to other staff members such as
managers closely related to IT, marketing teams,
dedicated ROI specialists, and, on occasion, ex-
ternal consultants.

If ROl is such a critical metric to a business's success,
why is it not be the sole responsibility of the high-
est-level employees: the C-Suites, the Presidents,
the Managing Directors? This is largely because it's
almost impossible to look at ROI from a global
perspective. It cannot be accurately quantified

in terms of the ‘entire organisation’, but rather, it
must be broken down and measured in individual
projects and departments.

To achieve the optimal ROl measurements, every
single person involved in a given project needs to
take care of their own section, taking responsibility
for their tasks and analysing their individual ROI.

There s little true value in looking at ROl holistically
because a company is made of many ‘parts’, and
not a single piece.



ROI Report 2022 35




36

ROI Report 2022

#11 Outsourcing ROI
responsibility to external IT
consultants

The survey shows clearly that companies rarely
employ external consultants to calculate and
manage their ROI. We explored this subject more
closely in the interviews with industry experts and
we arrived at two major findings.

First and foremost, third-party consultants
struggle to ‘prove’ the value of their services
in a convincing way, which tends to be a deal
breaker for their potential clients. Instead, com-
panies prefer to undertake their ROl management
themselves but with mixed results, as they often
have little experience in this area.

Secondly, external service providers are only
directly involved in ROl on a ‘need to know’

basis. If ROl information is relevant to their
actual tasks, the client company may share it
with them. If the client company doesn’t find
this information relevant to the external con-
sultants’ work, it's highly unlikely to be shared.

One important takeaway of the interviews is the
discovery that companies are not only reluctant
to share ROl metrics with external organisations,
even if they are involved in the projects that af-
fect them, but they are in fact overwhelmingly
protective of this information and are likely
to go to great lengths to keep it to themselves.

However, it is worth noting that some of more
mature technology companies do have the
capability to deliver a software project complete
with its ROI calculations, and thus bringing them
on board when tackling these challenges is a
good practice.



Internally, organisations do

not have sufficiently skilled
practitioners who are able to

do it [measure and manage

ROI]. | don’t think they have the
capability or focus, and therefore,
| believe that if you scrutinise

the business case for many
company’s projects, they don't
pass muster.

Simon Scarott
Consulting Director and Business Advisor
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We don’t share anything with
other companies unless they are
involved in it... We do not disclose
all the details, only what they
[external agencies] need to know
regarding the project and our
spending. They are given “enough”
information to carry out their jobs,
but they aren't let into everything
- only the “need to know” aspects
relevant to their task.

Victor Benjamin Oshodi
CEO, Pearly Bleuwaters
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Challenges for consultants

Among the 182 surveyed respondents, only 4 (2%)
indicated that they used external consultants.
The typical reasons for the extremely low use of
external consultants in determining ROI could
be previous negative experiences. Businesses
may believe that an external consultant lacks
the necessary understanding of their domain or
they may be somewhat put off by the potential
difficulties and high costs involved.

As mentioned before, even if companies outsource
all (or part) of this responsibility, external con-
sultants do not have access to the necessary
data to measure ROI based on the activities in
which they are engaged with the customer com-
pany. Often, the reason for this is that companies
in general lack the necessary data to share, or
this data might be too poor in terms of quality
to actually form a valuable merit to the analysis.

In addition, in our ROl survey, 39% of respondents
rated the relevance of ROI in their practice as
only ‘'somewhat important’. This can suggest that
consultants may not be directly involved in the
processes of defining, monitoring, or verifying
ROI of the work they deliver, since this process
often is not being performed anyway.

Choosing an external
ROI consultant

When choosing a consultant, prepare some basic
information.

Firstly, determine what you seek to get out of
the arrangement before meeting the potential
consultant. What do you hope to achieve? Once
you have defined this, look for a firm that un-
derstands your sector extensively but doesn't

necessarily share your thought processes (after
all, you're hiring a consultant to show you new
ways of quantifying your ROI, not to repeat things
you've been doing for years). A general fit for the
business and domain-specific knowledge might
even warp consultants’ objectivity as they tend to
project their biased point of view onto an already
biased organisation.

Once you've found a potential fit, do your home-
work - find out exactly who you're hiring: their
professional history and specialisation. Next,
create an exit plan to minimise the risk of vendor
lock-in. An example exit plan could be based on
the partnership coming to an end once certain
indicators, KPIs, or ROIs are met. This will provide
you with a ‘get out’ clause, while still leaving the
door open for further collaboration if you wish
to keep it going.

Before signing the contract, seek authentic-
ity - is the consultant able to prove their ROI
methodology based on their own services? Are
they willing to contract in an ROI-based model?
Look for consultants who believe that ROl is not
a formula, it is a responsibility.

In fact, experience is secondary to analytical
skills - a business acumen for putting informa-
tion into perspective accurately. Seek for objec-
tivity, which is crucial for proper assessment and
differentiating between important and irrelevant
business information, as well as for flexibility,
understood as an ability to pivot a point, if that's
required by the changing circumstances or in-
correct assumptions.



of respondents
indicated that
they rated the
relevance of
ROI as only
‘somewhat
important'.
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Different ROI consulting services

There are three main activities that external
ROI consultants can undertake with customers.

Firstly, they can conduct an audit which involves
evaluation of a project or organisational area. As
aresult of the audit, the client receives a report in
which the auditor evaluates certain pre-defined
aspects. These aspects may include the impact of
the project (and related projects) on otherimportant
areas of the organisation, the financial ROI, and
non-financial benefits.

Secondly, a consultant can provide ROl training for
the organisation’s employees to let them acquire
the necessary knowledge and experience to work
independently with ROI - for example in the areas
of planning and implementing processes for ROI
analysis, data collection, or the interpretation and
presentation of results. It is also useful to provide
training on steps for improvement once the ROI
analysis has been done, and making well-informed
decisions based on that analysis.

To sum up, an external consultant gives you an
opportunity to gain a fresh perspective on your
business, as someone who's able to differentiate
between valuable information and wasteful pro-
cesses driving profitability down.
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An external agent operating as
the person who is responsible
for guaranteeing benefits and
realising ROI actually increases
your opportunity to do it
because that's what they're
vested in.

Simon Scarott, Consulting Director and Business Advisor
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#12 ROI Expectations

When asked about satisfactory ROI for their busi-
ness, most respondents said simply ‘l don’t know’.

A staggering 39% of respondents admitted they
didn't know what level of ROI to expect. The un-
fortunate result is that they tend to have no ex-
pectations at all.

For those who did express certain expectations, the
overwhelming majority were at the lowest levels
of return percentages, with ROl of 1-25 and 25-50
gaining 26% and 12% of the choices, respectively.

Nevertheless, it'simportant to remember that 1-25
is not a bad ratio for ROl in fact.

What is a satisfactory ROI level
for your organisation regarding IT
projects? (%)

1to <25

1 to 25-50
1 to 50-75
1to 75-100
1to>100

| don't know
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#13 ROI: Significant
contributing factors

When calculating ROI, there are a number of
significant factors that can be considered which
influence ROI to a greater or lesser extent.

survey, we asked the experts about which

ad the most significant impact on ROl in

iness. In this section of the report, we
bugh these aspects in detail.

llill..L
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ROl and UX

User experience (UX) is the most significant area
affecting ROI. We understand UX to mean all
actions taken in a product/project with the end
users’ well-being in mind.

31% of survey respondents chose UX as the ele-
ment that most significantly influenced ROI. This
result was also consistently presentin the expert
interviews and it's clear that for many people and
organisations, their thought process is based on:
‘good UX means a good ROI'. Interestingly, this
result was the same regardless of the size of the
organisation.

Focus on the user and
all else will follow.

Rule #1
Google's ‘Ten Things’ Philosophy

UX can influence ROI at any stage of a product’s
life. This is true when researching needs, gath-
ering requirements, making or changing design
decisions, and implementing changes based on
feedback.

Customer experience only really
becomes something you can
measure, track and overtly
influence if you have long-term
metrics for that customer base.

Simon Scarott
Consulting Director and Business Advisor

Not only can good UX translate into higher ROI,
but neglecting this area and providing poor UX
can lower ROl significantly.
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Good UX - Higher ROI

Externally

Higher customer confidence will result
in more service recommendations and
increased loyalty

Higher retention and lower cost of
acquiring a customer

In e-commerce terms, good UX translates
into greater customer spending

No need to invest in onboarding
customers, which reduces costs

Higher profits

Internally

All benefits from the external viewpoint
benefit the company internally

Reduces development costs at the decision
level (e.g. scope, priorities, design, etc.),
preventing costly changes

Reduces user support costs by reducing
user errors

Poor UX - Lower ROI

Externally

Raises the cost of customer service

Raises the cost of customer acquisition and
retention

Reduces profit

May cause IT issues which repel users,
causing customers to choose other
solutions

Internally

Increases development costs

Increases room for error, forcing expensive
fixes

Forces more staff to support customers
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ROl in UX at different stages of an
IT project

When it comes to ROl in UX, itis very important to
be able to make use of the historical data you
already possess. This will allow you to measure
performance indicators before implementing a

change to establish benchmark expectations

and then study how the changes are received.

Respondents to our survey indicated, that they
usually measured ROI at these three different
stages:

BEFORE THE PROJECT BEGINS

Firstly, do your research. The discovery phase
of any project is critical for its success and
enables you to clearly define the scope of work
and so, its success factors. Based on the Trillion
dollar UX Problem report, the number of projects
abandoned because they do not meet the original
purpose is close to 15%, which equates to $150
billion wasted annually worldwide.” The time
burned by developers reworking badly-scoped
projects with avoidable faults amounts to around
50% of the total development life cycle! Out of
the top 12 reasons why IT projects fail, the first
three spots are attributed to UX failures.

Kl‘

The value of UX is not wasting
time and money developing the
wrong solution.

Jeff Humble

CO-funder, The Fountain Institute

DEVELOPMENT DURING A PROJECT

Forevery $1 it costs to fix a problem during design,
it would cost $5 to fix the same problem during
development, and as much as $100 to fix the same
problem after the product's release. Validating de-
signh mock-up solutions is much faster and cheaper.?
Building a No-Code or Low-Code MVP requires
mostly design work.

SUPPORT AFTER THE RELEASE OF THE PROJECT
Developing software with user-centred design in-

creases adoption by 20-70%? and results in visible
reduction of support requests from customers.






Measuring the success of UX

Sample metrics to take into consideration when
measuring the success of UX-related initiatives
are as follows:

R rate

This is used when measuring how often users
perform a desired action.

This is an indicator mainly used in e-commerce
(but not exclusively). It focuses on how often
users ‘bounce’ and don't end up purchasing the
contents of their shopping cartin an online shop.

o) re (NPS)

This is a general indicator of loyalty to a product/
brand. The higher the NPS, the higher the engage-
ment and the greater the potential for growth.
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(...) the highest returns

are expected from
Investment in UX.

Revenue per customer

This is an indicator which measures the cost of
performing a specific action by the user. For
example, it could refer to the cost of displaying
an advertisement, right until the purchase of an
item/service, divided by all those who clicked on
the advertisement.

System Usability Score

This is an indicator where users in a moderated
survey answer questions about the usability of
the interface on a scale of 1 to 5.

Involvement and expenditure on UX are proven
to translate very well into increased revenue,
both by increasing income and reducing mainte-
nance and support costs, which in turn boost your
ROI numbers. As UX elements can be presentin
any project atany pointin time, thisisin line with
the observation shown in the survey: the highest
returns are expected from investment in UX.
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ROI and process automation

In our survey, process automation was iden-
tified as the second most significant area af-
fecting ROI, with 26% of respondents identifying
it as important. This was confirmed in our video
interviews, where process automation was named
one of the main areas that leading experts felt
as key to improving ROI. It is interesting to note
that process automation is indicated as important
more often by those respondents who measure
ROI ‘immediately after investment'.

To increase returns of process automation, the
key is to decompose business processes into
specific tasks, and then prioritise certain tasks
as required. Examples of task categories that
lend themselves to ROl from automation include
tasks based on clear rules with few exceptions,
labour or time-intensive tasks, repetitive tasks, and
other tasks in which there are specific, defined
data structures.

Calculating ROI
of process automation

In order to calculate the savings resulting from
the automation of a particular process you can
use the following formula:

This is the quickest way to save
money. In a very short time, you
can automise a lot of error-prone
manual process steps.

Tom Reichert
IT Manager

If you look back from the time
that the pandemic accelerated
transformation, you will probably
find cloud computing and process
automation have driven the
largest return on investments.

Ravi Veerasubramanian
Director - Managed Services,
Cloud Solutions, NTT DATA UK

Time (spent on a single task) x frequency (during the year) x cost (per hour) = annual savings



Moreover, automating processes in a business
minimises the downtime of systems incurred in
its processes. To determine the savings gained

from minimising downtime, we can use the fol-
lowing calculation: (

#ateth1$t of lossesincurred if a particular r

service is not available at a particular time (sec-
onds/minutes/hours).

ual cost of this loss:

ected [%] reduction of incidents.

#Iate thlnual savings:
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ROl and the Cloud

Migrating your business to the Cloud is a perfect
example of ROI-driven decision-making. Meas-
uring ROl is an important factor in choosing the
right Cloud platform to migrate to.

12% of respondents to our survey indicated the
Cloud as the most impactful area increasing ROI
of IT projects. We also found out that organisa-
tionsin North America perceived the Cloud as
having more impact on ROI than in the opinion
of businesses from other geographies.

Another interesting corelation is that the more ex-
perienced the respondents were, the more im-
portant migrating to the Cloud was to them, as
an area directly influencing the bottom line.

Such a migration is not a leap of faith, nor an
all-or-nothing scenario. It could be divided into
sub-processes, where parts of your business might
actually offer better returns when held on-premise
or in-house, while others might benefit signifi-
cantly from the switch by boosting performance
and cutting costs.

For more information on ROl value in terms of the
Cloud, please refer to the case study in section
7 later in this report in which we go into great
detail about how we have leveraged ROI calcu-
lation methods at Future Processing to make
well-informed decisions related to choosing the
best way to transform our business to the Cloud.



ROI and the discovery stage

When asked: In your opinion, which areas have
themost significant impact on the overall RO/ of your
IT projects and software-related initiatives?, 31% of
respondents indicated UX but only 9% stated the
discovery stage.

Some respondents provided answers that were
not on our list, such as having a clear purpose,
defining what it means to have ‘early wins’, and
the inclusion of key business stakeholders and
users throughout the process.

This stakeholder involvement came up a few times,
as did the concept of delivering value to the user.
Even though these seem random on the surface,
at a closer glance, it's clear that they are all key
aspects of the discovery phase of an IT project.

profit L
ROl= — x100%
cost |
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The discovery stage plays an important role
in terms of the overall ROI.

Firstly, during the discovery phase the aim is
to understand the issue rather than merely
assume it. Stakeholders should be engaged in
the discovery stage to enable the team to gain
the broadest possible knowledge of the domain
and project. The actions to be taken should be
defined in a different, challenging way, taking an
innovative approach. In developing the solution
process seeking the answers to the previously
defined problem and designing the solutions
with the stakeholders closely engaged are crucial.
Finally, it is important to deliver, having tested
the applied solutions and improving these which
require it.

In addition, among those who identified the dis-
covery phase as having a significant impact on
ROI, the vast majority consider ROl to be ‘very
important’ (65%), with additional 27% ranking
it as being ‘somewhat important’. This indicates
high awareness of the benefits of the discovery
phase among those who care about ROI.

Let's take a look at how the discovery phase
actually impacts ROI:

v Discovery phase = Product better-suited to the market and its needs = Greater chance of profit

Discovery phase = Better-designed product = Less risk of rising costs
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The discovery phase reduces the risk of unfore-
seen or rising costs throughout the project and,
therefore, reduces the denominator in the ROI

formula.

In project management, this situation is often
attributed to the so-called scope creep - when
stakeholders add unexpected new features and
functionalities to the project scope, which were
neither included nor agreed on from the outset
and so they bring risk to the project's timeline,
cost, and resources.

Scope creep creates unforeseen, additional project
costs such as materials and labour, and creates
challenges for usually already tight budgets.
Consequently, with each unplanned occurrence,
the ROI forecast suffers.

Scope creep correlations with other factors can
be clearly seenin the surveys of these parameters
conducted annually by the Project Management
Institute.>* Moreover, scope creep has an in-
versely proportional relationship with other
parameters that are important for the project’s
success and profitability, such as:

meeting the assumed
objectives and business
interests

the smaller the scope creep, the
more likely the project will meet

the assumed objectives

completing the project within
the planned budget

the smaller the scope creep,
the greater the chance of not
exceeding the budget

completing the project on time

the smaller the scope creep, the
greater the chance to complete
the project on time



The better the
discovery phase

In organisations that ensure lower scope creep,
better results in positive project parameters
are also clearly visible. As the PMI Pulse of the
Profession 2020 points out in their study, organi-
sations that are more mature and place a higher
priority on value delivery get clearly better project
metrics - they have lower scope creep and less
project failures, they meet their goals, staying
within the budget and delivering on time more
often than those less mature organisations. All
the parameters shown in the study have a direct
the impact on ROI.

Admittedly, scope creep is practically impos-
sible to avoid.

Nevertheless, its impact can be significantly re-
duced, and this is where the discovery phase helps.
Some of the most common causes of scope
creep include not prioritising features, poorly
defined requirements, receiving user feedback
too late, lack of clarity, not including stakehold-
ers early on, poor alignment, and being unable
to say ‘no’.

The less
scope creep
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The higher
the ROI!

A range of strategies from the discovery phase
can be employed to avoid the issues above. It's
important to start off by postponing the pro-
ject until full requirements analysis has been
done. This allows creating a detailed project
scope. Next, perform stakeholder analysis
to determine who's going to be involved in the
project, how much time they have at hand, and
what they want to accomplish in the project. Make
sure to engage the stakeholders early on in the
project so as to negotiate critical priorities. This
will also help in aligning the stakeholders from
day one and ensure their requirements are in
sync. Don't forget to involve users early on as
well, and seek their feedback early in the design
phase. Lastly, make sure you identify the key
components and features that are most critical
to the project's success.

A thorough discovery phase is the simplest yet
most effective way to help prevent scope creep.
Of course, the more thorough it is, the smaller
the risk or surprising your accountants with un-
foreseen expenditures.
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What is more, the discovery phase makes a prod-
uct better suited to the environment, its compet-
itors, and users. This results in greater project
success and, consequently, greater ROI.

Research shows that 9 out of 10 startups fail,
and of those, 34% fail because their product
was not aligned well with the market.> With a
well-executed discovery phase, this alignment
would be ensured, and stakeholders would stay
on top of these risks.

In Wellingtone's 2020 The State of Project Man-
agement Report, respondents identified the two
areas that are relatively easy to control and give
the most value to the project and its success to
be stakeholder engagement and risk man-
agement.’

Conducting a discovery phase before the start of
a project precisely focuses on early stakeholder
engagement, which in turn increases stakeholder
participation and strengthens ownership of the
project in the long term. Another important
element of the discovery phase is risk analysis,
which allows risks to be identified and proactively
addressed from the outset.

The better the
discovery phase

The more
successful
the project

The higher
the ROI!



ROI and the IT delivery process

There are various metrics in the development
process itself that affect the ROl value. Any as-
pects that accelerate the speed of delivery,
increase the quality of the product, and reduce
the amount of changes in requirements will
increase ROI.

ROI Report 2022

Speed

Implementation speed is an obvious contributor
to the ROl score. The use of modern frameworks
and libraries significantly speeds up development
time and allows developers to focus on solving
important problems and delivering business value,
instead of ‘reinventing the wheel’, so to speak.

In addition, each requirement change means
that some work needs to be scrapped, then done
again, which also means increased delivery time
and costs and is detrimental to the expected
returns. These changes may come about due to
ignoring the importance of in-depth analysis and
the design phase of product development, other
unwise business decisions, or simple misunder-
standings. Often, the reason for refactoring is
simply the lack of knowledge in terms of the
vision as a whole at the beginning of the devel-
opment work. Wrong assumptions at the level
of architecture can significantly affect the size of
the return at a later stage. This risk is strongly
mitigated by the discovery phase, in which
technical architects participate and thus are able
to deliver their detailed vision to all stakeholders.
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Quality

Maintaining quality allows avoiding major slip-ups
during production and will translate into increased
chances of the product’s success. The faster the
application errors are caught, the better the user
experience and reliability, the lower frustration of
the users, and the higher their trust in the brand.
In addition, this reduces the number of support
tickets which also generate costs. The quality of
the product also reduces potential downtime,
which can generate huge costs in some products.
Your solution should work and bring profits
instead costing a lot to fix it.

One way to increase product quality and optimise
resources in the long run is to implement auto-
mated testing. Of course, in the beginning, this
will incur a greater financial burden, but even-
tually, it should decrease to just the costs of test
maintenance. Nonetheless, if the requirements
change too dynamically, the costs of maintaining
the tests may exceed their value.

savings
ROI =
investment

Savings = The amount gained by replacing
manual tests with automated tests.

Investment = The costs funnelled into setting
up test automation pipelines and maintaining
the test during development.

Other aspects that will protect the business from
losses are various types of audits, such as se-
curity audits. The costs associated with data
leaks can be devastating for any company, with
reports suggesting that the cost rose from 3.86
million to 4.24 million USD in 2021 on average.®
Incidents like this can severely impact customer
confidence in a brand. Implementing security
policies and working to standards such as ISO
can protect a company's reputation and provide
a sense of security for its customers.



#14 ROl in projects
vs ROl in products

Our interviewees often mentioned that
their approach to measuring ROI differed
depending on whether they were talking
about product-based or more traditional
project-based organisations.

To better understand the differences be-
tween project thinking and product think-
ing, look at the graph on the right.

Research shows that ROl has its uses in both
project and product approaches depending
on the areas on which the measures are fo-
cused. The approach itself, is decided upon
on the basis of the goal you currently want
to achieve.
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Product thinking

\2

Focuses on outcomes
Value
Continuous
Effectiveness

Evolving needs

Project thinking

\

Focuses on outputs
Scope, time, budget
Time limited
Efficiency

Fixed requirements
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When defining ‘anticipated ROI' prior to making
an investment, you will often direct your attention
to the long-term (product) perspective. When
estimating costs, you shouldn’t only count
in development and infrastructure, but also
predicted expenses that are very likely to occur
after the completion of the project, such as sup-
port and maintenance.

With the product-led perspective, assume a long-
term view, and account for the large scope of
business implications of a given product, rather
than just the delivery process itself. A purely fi-
nancial ROl stands at the core of calculations, but
there’s also a whole set of non-tangible values
to consider, such as customer experience, NPS
research data, brand recognition, and customer/
employee loyalty (depending on the assumed

Many organisations are product
based, so they look at the ROI
from a product perspective...

What is the product’s value to the
customer and will they use it?

David Kolb

Senior Technology Advisor

business goals). These values - although difficult
to measure in terms of hard cash - play a key role
in the product approach, and will turn into con-
crete figures on the balance sheet at some point.

Organisations that believe in product-centric
approach are much more likely to refer to ROI
by its ‘broader’ definition, incorporating these
‘value-based metrics'in their calculations, instead
of going purely for profit-to-investment ratios.



#15 Traps and pitfalls of ROI

While there are unarguably plenty of benefits
to adopting ROl into many, if not all, aspects
of decision-making, it must be noted that - as
with any tool - it has its flaws. Below are some
of the issues raised by the industry experts we
interviewed.

Issue #1: Gaining reliable data

One of the more worrying issues is the low level
of confidence that ROI can deliver high-quality,
reliable data. ROI is often treated primarily as
an input to the business case - an argument for
decision makers as to why a particular change
should be implemented in order to gain budget.

ROI calculations treated as a short-run activity
at the beginning of a project may not be as ac-
curate or comprehensive at this stage, and the
measurement mechanisms may not yet exist.
Consequently, the actual project results may
differ by up to 35%.

In my experience, 70% of the
time, the business case is
generated merely to satisfy an
internal tick box exercise to get
the investment. It isn’t robustly
calculated at all.

Simon Scarrott
Consulting Director and Business Advisor
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If you work for a company that
hasn’t necessarily used ROI
effectively, redefine a strategy
for how your product or service
aligns to measurable business
outcomes.

David Kolb

Senior Technology Advisor

Similarly, if an organisation historically placed little
or no focus on ROI, attaching greater weight to
ROI may be tricky, as the data needed to guide
this process would simply be unavailable.

ROl is all about data, so if data is not available,
for example in legacy contexts, this could be
a major barrier for an organisation. Modern
businesses or those who have gone through digital
transformation are likely to have the data at their
fingertips, and as they define new products and
services built from the ground up, and they will
use that data to take their products forwards.
This puts companies without relevant data at a
major disadvantage.
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Issue #2: Implementation costs

By default, we often focus on the direct costs of
implementing a solution when estimating ROl in
IT. The actual cost of implementing a change
may be much higher than the initial estimate, and
could additionally include different aspects
such as costs related to the problem/solution
analysis, licensing, infrastructure, maintenance
and support, marketing, staff training, and other
unobvious costs.

Furthermore, even if the solution is delivered
by an external supplier and the costs of delivery
are known or have been estimated, other costs
still remain that are associated with taking part
in interviews, workshops or the acceptance of
project stages.

To be precise, the costs of opportunities can also
be taken into account: the profits that organisation
could have earned if the assets were invested in
some other initiative.

Issue #3: Risk

According to our research, ROl calculation often
fails to include the issue of risks. The costs as-
sociated with risks usually occur only when they
actually materialise, which makes them extremely
difficult (if not impossible) to calculate.

Risks analysis should be carried out inde-
pendently and monitored on an ongoing basis.
Remember that when they do appear, risks can
have a significant impact on profit. To minimise
the impact of these risks, companies need to
have risk avoidance strategies in place.

Another area of ROI that is often
missed is risk: risk mitigation or
risk avoidance compliance. (...)
Putting in the parameters and
mechanisms to stop you falling
onto the wrong side of risk saves
you from potentially catastrophic
problems, but as they never
actually occur - due to your risk
management - how it affects ROI
is tough to calibrate.

Simon Scarott
Consulting Director and Business Advisor



Issue #4: Measuring ROI

ROI is by definition a financial metric which
allows comparing similar metrics to each other -
‘comparing apples to apples’.

Consequently, the difficulty lies in comparing
the benefits of an investment when the expect-
ed benefits are defined in both financial and
non-financial measures. Sometimes, these in-
tangible, non-financial, and hard-to-measure
metrics precisely address key benefits that
relate to ROI (e.g., NPS or UX). Attempting to
place all of these factors into the same category
can result in missing out on meaningful data. It
can also lead to erroneous or ambiguous com-
parisons of investments that are measured in
different metrics and have non-linear return

projections, due to high estimation uncertainty.

The ROl graph is usually non-linear (especially for
investments in IT products). Making decisions
based solely on current ROl may result in
changing course prematurely. ROl tends to
come in waves, with a lull at the beginning of a
project followed by a steep increase at a later

point in time.
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Reality

—— > Time
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Issue #5: Quantifying
the non-financial aspects

The whole concept of ROI needs

a rethink - are we measuring the
right things? We know that ‘good’
looks like more revenue, but what
other things do you want us

to be able to measure? (...)

I think you've got to measure
other things than just the obvious.

John ‘Bob’ Spence

Managing Director, 5next Technologies

ROI focuses on more than just the financial
benefits, but these other aspects are often over-
looked or given less value. Aspects that are more
difficult to quantify in financial terms are equally
important in the decision-making process. These
are often called ‘Soft ROI’, ‘Social ROI’, or ‘Value
on Investment (VOI)'. Although they may not
offer any obvious financial benefits at first glance,
they can include positives such as increased
customer satisfaction, better forecasting, better
communication within the organisation, increased

brand awareness, etc.

What is more, measuring ROl is an additional
cost and responsibility. This extra strain on both
the time and the finances of an organisation can
be very difficult to manage.

Companies that run complex projects usually have
tight deadlines and intricate financial structures.
Adding in extra steps aimed at measuring ROI
can be a drain on their resources. Steps such as
boiling down the expected benefits into meas-
urable parameters, then analysing, monitoring,
propagating, and communicating expectations,
dependencies, and metrics all take valuable re-
sources away from other areas of a company.
Instead, companies often choose to intuitively
define the expected benefits and targets and
take the decision to simply monitor them - but
is this a bad thing?

It's hard to link them [soft/social
ROI] sometimes. For example,
things like personal development,
in and of itself, in the short term
may not return anything, but
you would hope that as people
develop, they develop themselves
in terms of becoming more agile,
more accurate, more productive.
They would create a return in the
form of enhanced productivity,
better quality services, better
customer experience, etc.

Simon Scarott
Consulting Director and Business Advisor



#16 The current use of ROI

In the current market, ROl is being used as an
umbrella term relating to both financial and
non-financial metrics. This was mentioned a num-

ber of times in our interviews with market experts.

Our survey shows that some organisations
measure ROl but don’t use it to inform business
decisions - 30% of respondents state that they
measure ROl and that it is important to them,
but without any real impact. The fact that RO,
although perceived as important, remains unused
in decision-making in many cases may be due to
negative experiences.
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of respondents stated
that they measure ROI
and that it is important
to them, but without
any real impact.
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What could be going wrong? Why do organisa-
tions either not measure ROl at all or do soin a
way that does not fully exploit the potential of the
metrics? In our research, we looked for possible
reasons for this:

Reason #1

Alack of synchronisation between departments,
for example, between marketing and sales. With-
out setting up a common plan, priorities, responsi-
bilities, result monitoring, etc. drawing conclusions
regarding the given metrics can be ineffective.

Reason #2

Alack of clear, measurable objectives that meet
the assumptions of the SMART method. Without
specifying the goal in a clear and measurable way,
the KPIs are not defined and so there can be no
expected levels of ROI. This makes it very difficult to
choose the right measures. With 39% of answers, our
survey showed that the most common responses
to the question of expected ROl was quite simply
‘| don't know'. Companies very often have little to
no idea about what kind of ROI they could expect.

Reason #3
A lack of a defined and viable strategy.

Without a strategy, there can be
no ROI. The “R” in ROl implies
that there is in fact a return to be
had. As such, the return must be
defined through objectives and
ultimately strategy development.

Danna Vetter
VP, Consumer Strategies, ARAMARK

Reason #4

Companies approach ROl selectively, with ac-
tivities in the area of analytics often isolated
from the actual business. Instead of looking at
ROI holistically, organisations analyse initiatives,
projects or products separately. They also meas-
ure ROI at the very end of a project, instead of
measuring it at different stages of development.

Reason #5

ROI is mainly associated with creating a busi-
ness case and raising finance. If the circumstanc-
es and non-financial justification are unquestion-
able, seeing no other benefits from introducing
metrics, we tend to give up on measuring ROl for
example, when the technology that an IT product
was created in becomes obsolete.

Reason #6

Another problem is the lack of tools to col-
lect data. This is often combined with a lack of
willingness, knowledge, and skills to collect
and analyse data (67% of survey respondents
classified their competence levels in measuring
ROI to be just beginners or intermediates, with
only 10% identifying as experts). Oftentimes,
companies may have a lot of data but lack proper
organisation and presentation. As a result, they
don't know their potential and they have no idea
where to begin at all.



Reason #7

Many companies are not able to monitor ROl due
to a lack of discipline and required planning.
56% of survey respondents state that they meas-
ure ROI at pre-defined stages of a project, 19%
do this right after the project ends, and only 9%
right at the beginning, just after the project starts.

Reason #8

Often, ROl measurement ends once the project
costs have been estimated. However, this estima-
tion is not always reliable and this uncertainty
can reduce the sense of importance that ROl has
in the decision-making processes.

Reason #9

Indicators that are both directly and non-directly
related to ROI are often unmeasured due to a
lack of data. This could be for several reasons.

Firstly, it may be the case that this ROI data is
not collected at all. Secondly, the data may not
be collected early enough in the process. If an
organisation starts collecting data too late, no
meaningful conclusions can be drawn. Thirdly,
the data may be of poor quality due to being
collected too rarely, or simply because the type
of data being collected is not correct. It may also
be the case that the personnel managing ROl do
not have enough knowledge to do it correctly.
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This can be compounded by the lack of a defined
strategy and objectives.

Conclusions

Itis very likely that the above difficulties result
in the low utilisation of ROI calculations in
organisations, and even lower interest in the
services of external ROI consultants. Without
the right data and a proper management of this
data, organisations will not be able to get their ROI
initiatives off the ground.

In order to get priority in organisations, ROl needs
to be backed up by solid measurement and
management processes. Without these in place,
even the best consultant will be unable to conjure
up anything worthwhile.
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Sometimes one important business
argument shifts the balance
completely towards a particular
option, thus negating the other.
For example, when you need to
scale immediately, Cloud is the only

answer.

Adam Gaca, Head of CloudOps, Future Processing



Calculating the ROI
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of Infrastructure

#1 Our challenge:
Developing the Cloud

or Local Infrastructure?

Over the last few years, Future Processing has
grown substantially. This meant we needed to
develop our existing hybrid infrastructure. The

challenge was to find out what was most efficient
for us in terms of costs and performance.

#2 The ROI of Infrastructure;
our process

Step 1. Defining the objective

Our objective was to scale and enhance our
development environment to improve delivery
times. Automation and self-service support were
considered nice to have.

Step 2. Assessment
of the current situation

To select the options for consideration, we need-
ed to analyse the situation as it was. We asked
ourselves a number of questions, including some

of the following:

Which elements of the infrastructure are al-
ready in place?

® Who in the company can help in the project
and what competencies are in place?

® Who are project stakeholders?

® Whatis the budget of the project?

® What are the project priorities?

® What is the current state of the market?

® What is the business impact of the project?

® Does it affect our brand?
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Step 3. Defining our options

Following the analysis, we decided to consider
the following options in our ROI calculations:

1. Scaling our existing local infrastructure,
through either:

® direct purchase of hardware (servers,
switches, storage, backup units),

® |easing the chosen hardware.

2. Expanding our Cloud resources with various
enhancements

3. Delivering barebone metals for very de-
manding projects to unload the main devel-
opment infrastructure

Step 4. Deciding on a time frame

ROI calculations can look very different de-
pending on the time horizon considered. For
this project, we went with 5 years after taking all
the feedback received into account.

Step 5. Exploring each option

We explored each of our options in real depth.
This meant posing many questions - questions
to our stakeholders about their requirements,
questions about what we needed to considerin
every scenario (costs and benefits), and questions
about risks.




Take a look at some of our costs and
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benefits considerations for each scenario:

Scaling existing local infrastructure

Costs

Technical rooms for the equipment

Costs of electricity

Cost of supporting equipment (air
conditioning, UPS, power generators)

Costs of qualified staff

Support fees from hardware producers

Costs of software licences

Costs of fire safety systems and audits

Support period for hardware & what's not
included in the fee

Costs involved in maintaining, repairing
and updating the infrastructure

Costs of internet connection and its backup

Costly aspects of self-service and
automation solutions

Costs of ending the life cycle of local
infrastructure (moving, archiving, backing-
up services, removing servers, etc.)

Technical debt (outdated equipment and/
or software)

Increased carbon footprint

Benefits

We already have many things in place, we
just need to scale them up for additional
hardware so overall costs would be lower

Most of our IT staff have experience
working with enterprise hardware

It's something that we are accustomed to,
the learning curve is almost flat

The change doesn't require for our
business to learn and adapt

We have a wide network of providers,
prices can be negotiated

Performance is higher when the load is
lower

We can use this infrastructure without the
internet connection
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This option also included two
financial possibilities, categorised
as CAPEX:

® 3 one-time payment for the hardware,

® |easing - paying a set value each month for a

defined period of time.

Expanding our Cloud resources

Costs Benefits

We could lower the costs of the Cloud thanks

CEsten miFEen anel SEp to the usage of local licences and partnerships

We are gaining knowledge on new

Cost of migration and setup technologies

Increased business agility and faster response

Est e to business unit inquiries

Cloud Computing characteristics, like
Cost of new staff members scalability, serverless, multi-tenant, multi-
cloud, elasticity, sustainability

Optimisation from the start is crucial Easy to automate and delegate self-service

The infrastructure can be handed over to the

Cloud readiness of the whole company client

Cloud usage is categorised as OPEX.



Step 6. Creating
a comparison matrix

Once we received the quotes back from our sup-
pliers, we created a comparison matrix based
on the best practices from, e.g., ITIL.

Our matrix included every perspective of project
group members like the ‘must-haves’, the ‘nice-to-
haves’ and the technological advantages/unique
features of each solution. It also covered a list of

risks and data containing finances, for example.
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Step 7. Analysis and final decision

Our challenge was very complex because of the
broad impact the change would have on our
organisation. That's why, when making the final
decision, we not only looked at the data, but also
followed our business intuition.

Look at the data, but don’t ignore
the gut feeling. Don't forget to

talk to the management not only
about the ‘here and now’, but also
about potential plans as they can
change the picture completely.

Adam Gaca
Head of CloudOps, Future Processing
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What was the result of our
ROI calculations?

The final decision was to invest in Cloud resources
as the main solution (whenever the technology
and the client allowed) and partially improve our
local infrastructure on a 5-year lease plan.

To sum it up, we used a simple formula of

(gain from investment - investment) / (investment) = ROI

Remember to multiply the gain by years. The difference we got
between the options resulted in 11% ROI in the period of 5 years.

Was it worth it?

Calculating ROl has been a great, eye-opening
experience. It also turned out to be a bigger
challenge than anticipated. Going through this

process was well worth it.
Here are some of the several benefits for us:

® we chose the best option, having considered

more than finances,

® by the end of the analysis process, we had a
rough plan of implementation,

® we optimised our operational expenses,

® we spotted a few places in the organisation
that needed improvement.

For good practice, it is worth

to periodically repeat ROI
calculations. By doing this,

you can uncover factors which
weren’t taken into consideration
previously and perhaps see that
your investment has paid off after
a shorter period that initially
calculated.

Adam Gaca
Head of CloudOps, Future Processing
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How to successfully
translate the effects
of IT works into
measurable benefits?

Expert point of view
by Daria Polonczyk

A long-term, individual
approach with frequent
result checks and

a comprehensive look
at different business

areas - companies need

to take these elements

into account if they want

to successfully measure
ROl in technological
investments.

Reliable IT partners are crucial in the process
of planning and implementing ROl measurements.

IT costs are growing rapidly and this process is bound
to continue in the near future. High-end specialists,
essential infrastructure (e.g., Cloud space) and
services are on the rise, so, as an experienced IT
solutions supplier, we must ensure that the costs
our clients bear are equivalent to the substan-
tial value for their businesses. That means the
urge to provide the highest possible ROI from our
collaboration with measurable evidence.

For Future Processing, a business partner in advising
and delivering IT solutions, it is one of our greatest
challenges: how to translate the effects of our work
on many different stages into measurable benefits
for both our clients and the users.



ROI Report 2022

If we want to look at ROl in the long
run and make business decisions
around it, we cannot lose its great
impact and the opportunity to
positively influence different
business areas.

Daria Polonczyk, Head of Analysis & Design,
Future Processing
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#1 Different approaches to
measuring ROI

Even though companies declare they measure
ROI of particular investments, many of them still
encounter difficulties on several levels. The most
common questions are: How to approach ROl ac-
cording to the circumstances? What areas should
we take into account? How to calculate different
stages of our work? What results can be expected?
Should we bring about financial benefits? If yes,
how can it be achieved? How to create measures
for intangible values, called soft ROI? Answering
all these complex questions requires time, fo-
cus, detailed research, and open collaboration
between a company and its IT partners. This
is essential for further steps organisations take in
planning ROl measurements.

#2 Long-term approach:
always have ROl on the
agenda

After the above-mentioned stage, an incredibly
crucial issue arises. Organisations consider, which

measures should be taken to make better deci-
sions and draw conclusions for the future. As the

survey respondents emphasise, if companies

want to look at ROl in the long run and make

business decisions around it, they cannot lose

its great impact and the opportunity to posi-
tively influence different business areas. De-
tailed measuring, if related only to a selected area

without translating it into business, can lead us

into a trap. Companies usually realise this when

discovering that a given area (e.g., IT) is booming,
but at the same time the overall business is going

downhill. Thisis a clear sign it's time to change the

way companies think about measuring ROI from

technological investments and re-discuss the whole

process with the team and IT partner. A fresh start

can be a great opportunity to set new goals based

on complex information and check if there is more

for business to gain from IT solutions.



#3 What can affect ROI?

Various factors can influence the highest possible
ROI. As far as IT solutions are concerned, areas
where good, data-based decisions generate sig-
nificant profits include:

—_

ROI Report 2022

In-depth research and UVP
(Unique Value Proposition)

UX and the ergonomics of an IT
solution and the service

Discovery phase and the
involvement of appropriate
stakeholders

Selection of essential
competencies

Software quality and

best practices of software
development

User support

Marketing processes

Pricing policy

Maintenance and more

79



D

Measuring
ROl is always
an individual
process.



#4 Key conclusion: individual
look at measuring ROI

The research carried out and the analysis that
followed show various approaches companies
have towards ROI. In addition to this, organi-
sations approach investments in technological
solutions from different angles. They also hap-
pen to treat the topic selectively, for example,
focusing on ROI from technical aspects of the
solution or IT product marketing, and paying
less attention to the UX area that can have
overwhelming impact on the long-run returns.

The key conclusion coming from organisa-
tions’ experiences is that there is no single
correct way to measure ROl or one scenario
that fits all. However, different case studies
can help plan your ROl approach and avoid

common mistakes.

Itisimportant to remember that measuring ROI
is always an individual process that needs to
include relevant areas corresponding with the
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individual goals of the project. For example,
despite the common understanding that the
investment in UXis one of the factors influencing
ROI most strongly, in some initiatives it may not
be adequate. This can happen when a company
deals with an investment in technology that does
not significantly affect interactions with users.

There are also certain limitations and traps to
avoid. One of them is a narrow view of ROl in
terms of both the responsibilities and the area
of research. For example, Sales and Marketing
are responsible for increasing revenues from
an IT product that repels users with its poor UX
or extortionate price. However, it turns out the
situation is caused not by the price that is not
reflected in top quality or outstanding UX, but
the Cloud maintenance and support costs are
exorbitant and they influence the price in the
first place. Itisimportant to consider the broader
perspective.
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#5 Measuring ROl as
interdisciplinary work

Responsibility for the final result is shared and

interdisciplinary. Therefore, if we want ROI to re-
flect reality, it should be a cross-sectional initiative

covering all the essential aspects. Such co-respon-
sibility for the final result is possible in a mature,
well-coordinated organisation and with stable, reli-
able partnerships with tech consultants. Otherwise,
the point-responsible parties are afraid that ROI

result will be a bad indication of the effectiveness

of activities for their projects or areas of the com-
pany they deal with. For the same reasons, it is so

difficult for solution providers to take responsibility
for the result of the entire project, even if they are

the suppliers of the final solution. In my opinion, in

the coming years, this will be a key issue for tech

companies.

The question is: how can tech consultants prove
the value of their services if they only have a
limited impact on just some of the aspects af-
fecting the success of a project? The value hereis
understood as high ROl from costly IT investments.

The answer is: by aspects that influence the
project but are not the only ones to consider.
For instance, a highly competent design team can
fully engage in business process modelling and UX
design, but without access to users, stakeholders,
and space for research, it isimpossible to design the
highest quality solution, which are problems that
we as a technology partner face in many projects.

As the prices of IT services are continuously on
the rise, at the end of the day, only IT partners
with the broadest horizon can remain successful
and fully reliable for the clients. There is a growing
trend for organisations to look for partnerships,
in which quality cooperation, holistic approach,
and multi-threaded thinking become a standard.
Delivering a service or a ready productis no longer
sufficient. Now it's time to take every business area
into account. Especially caring for ROI that comes
from investing in IT solutions.



>
Responsibility
for the final
result is

shared and
interdisciplinary.
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Wrap up

The aim of this report was to gain a deeper un-
derstanding of ROl in IT projects, and to further
explore the need for greater expertise in manag-
ing and calculating ROl of tech-related initiatives.

On behalf of Future Processing, we would like to
thank you for taking the time to read our 2022
report on ROl in IT projects. We are extremely
grateful for your time, energy, and interest and
for delving deep into the world of calculations and
returns with us. We feel that there is a lot to be
gained by further exploring how measuring and
managing ROI effectively can be of huge value.

We would also like to take the opportunity to
thank our dedicated team of experts at Future
Processing who worked tirelessly in researching
and delivering all of the information included in
this report.

If you would like to discuss any aspect of this
report with us, or if you would simply like to
explore the topic of ROI further in general, feel
free to contact us any time and we will be more

than pleased to chat with you.



Keep in touch

Daria Polonczyk
Head of Analysis & Design, Future Processing

e-mail: dpolonczyk@future-processing.com
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