CALCULATING RETURN ON INVESTMENT (ROI) FOR INFORMATION PURCHASES

Information Professionals frequently discuss the difficulty with correlating particular pieces of information or the general use of information products and services with specific business decisions and outcomes. While it is challenging to create this link, it is increasingly vital for us to be able to justify expenditures for high-quality information tools. 

Discrete pieces of information are frequently absorbed as general learning and play a part in decisions made some time after the information was initially requested and digested. Information users may also piece together various discrete pieces of information obtained at different times and from different sources to look at a subject in a different way and/or to create new approaches to solving a problem. Individual units of information are forgotten, the cost of these individual units of information is absorbed as overhead, and value or return on that initial investment is never considered. These scenarios help us understand why it is not simple to calculate return on our investment in information.

It is a fact that information consumers have not been conditioned to consider the value resulting from having access to timely, accurate information and the ultimate financial impact to the organization of business decisions made on the basis of that information. So, it becomes the responsibility of Information Professionals to draw attention to that correlation.  What are some means by which we can accomplish this objective of calculating return on investment (ROI)? 

User Surveys

Information Center users and subscribers to specialized information resources provided at the group or enterprise levels should be surveyed periodically to determine their satisfaction level with these information tools and to understand how they are using the resources to make business decisions. Even if these questions are difficult to answer, it is important to ask the questions again and again in order to lead information users into thinking about the role information plays in the overall scheme of the business.

Consider sending out brief surveys every 90 days asking users how information resources they used helped them in the past quarter.  Fashion survey questions around metrics that make sense in your particular organization. Cost containment, increased shareholder value, reduced time to market, or faster response to customers are examples of performance indicators companies may use to measure the value of their investments. Responses will improve over time as users become more accustomed to thinking about the ultimate use of information.

Anecdotes

If someone tells you they have saved three months of lab time because of the articles you gave them, ask them to send you an email to document that situation. Collect any stories or anecdotes you hear about information you provided being used for decisions:

· not to pursue a particular path of research because of lessons learned from previous research,

· not to enter a business relationship with a potentially high-risk company,

· to get a product to market more quickly,

· to close a sale,

· to find new business,

· to react quickly and counter possible damage from a competitor’s action.

The persons who describe the benefits obtained can help you calculate a dollar value for that information. Another option is to work with your Finance department to calculate the financial impact. 

These anecdotes along with the financial analysis should be reported to Info Center management at a minimum. It may also be appropriate to publicize them more broadly within your organization.

Assumptions & Generalizations

Rather than diligently documenting savings of a few dollars here and there, shift your focus to providing reports that demonstrate that having access to the right information when it is needed makes a substantial impact on the entire business.  Learn as much as you can about business processes in your organization and key decision points in those processes.

Consider creating a spreadsheet showing typical daily costs associated with each step in the product development cycle. The dollar values associated with speeding up the development cycle because of timely information being available to the development team at different points during the process will be immediately clear. 

These gains must also be presented in terms of estimated annual sales of the product being developed and revenue earned with each additional day the product is on the market. Assumptions about the value of information delivery process improvements (e.g., turning around a patent search in one day vs. three days at a critical decision point or shortening the time required for competitor analysis) can be made based on these numbers. These assumptions can be a starting point for deriving return on an organization’s investment in information resources—giving a framework within which to link information to business decisions.
PAGE  
9
Unit 5 “Measuring Corporate Investments in Information”

Dow Jones InfoPro Resource Center


