2
quantum

THOMSON
s

Return on Investment

By Marilyn Bromley
Library Director

The Bureau of National Affairs, Inc.

2

Quantum Case Study 3.04.02
Leadership Series: Measurement




When BNA'’s Editor-in-Chief (EiC) asked mein May 2001 to do areturn on investment
study of the Library’s services, | answered, “1I’d love to!” but my heart sank. | knew that
calculating the value of our corporate library would be a challenging project, not only
because we deal in “intangibles,” but also because most of our budget is classed as
overhead and not charged back to business units. But | also knew that we make areal
difference in the work of our company, and that an ROI study would be the perfect way
to proveit.

Before beginning, | read SLA’s book Valuating information intangibles: measuring the
bottom line contribution of librarians and information professionals by Frank H.
Portugal (2000), and an Outsell Inc. report on ROI which we received as part of our
corporate subscription. Outsell makes the point that the time to do an ROI is before you
need to, before you have two weeks to justify your existence or close your doors. And
you need to demonstrate your value in ways that are meaningful to management (usually
dollars and cents, but not always) and also align with management goals and objectives.

The BNA Library has a staff of eight librarians— four in reference, one cataloger, one
technical services librarian, one intranet webmaster, and me, the Library director. We
also have one paraprofessional and one clerk. The majority of our work is done for the
editors and reporters who produce our publications, but we also do research for
marketing, sales, new product development, senior management, BNA'’ s correspondents,
our HR department, and five subsidiaries.

We create and manage the BNA intranet, we do hundreds of online searches each month,
we select and license content for employees and make it available on the intranet, we
offer a centralized acquisitions service for all books/periodical s/'web resources that
employees need, we handle al permissions requests for BNA, we assign |SSNs and
ISBNs and register our publications with the Copyright Clearance Center, and we have,
even today, alarge physical collection of legal, legislative and regulatory materials.
Additional responsibilities include managing and promoting BNA’s license (as a user)
with CCC, keeping two compl ete collections of al BNA products, providing a state
information service for editors, and performing competitive intelligence research for top
management.

| began by meeting with my boss, a director in the Publishing Group, and mapping out a
methodology. We ran our proposed methodology by the EiC, and in agreeing with our
approach, he replied “thanks for doing this— I think it will ultimately help us with
securing needed resources, etc.” We agreed that our deliverable would be awritten
report and presentation.

Then the two of us met with the Library staff to talk about what an ROI study is, why we

were doing one, and what it will mean. | anticipated that some of the staff would view
this exercise as a cost-cutting measure, so having a positive statement from the Editor-in-
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Chief before we even began was reassuring for all of us. It'simportant to maintain an
optimistic outlook and attitude during the process (at times | felt like a cheerleader), both
for yourself and your staff.

Our goa was to show how the Library saves employees time (how much time, translated
into dollars), saves money (how much money), and makes money (how much money).
Each staff person was asked to identify two to three key users, users for whom they did
frequent and significant work, and the projects they had done for them. In the case of the
technical services staff, they were asked to identify key corporate-level services, and how
we might value those servicesin dollars.

We developed a short survey of six questions, to be emailed to each key user with a
request for an in-person interview. The email subject line was: “The Library needs your
help.” BNA employees are avery appreciative group of people, and this was the perfect
opportunity to tap into some of the goodwill we' ve built up.

In the body of the email we began by saying that the Library had been asked by senior
management to do an analysis of our return on investment to BNA. We continued with
“Below are six short questionswe' d like to ask you in aninterview.” | thought it was
important to let them know exactly what we were going to ask them, both to alow them
to organize their thoughts ahead of time, and to keep the interview as short as possible.
(Most actually took half an hour.)

“[Library staff name] will be calling you to set up an appointment at your convenience.
Thinking of the research we've done for you in the past, e.g.” [here we listed specific
projects, in order to jog their memory]

did using the Library save you time? on average, how much time (in hours)?

did using the Library help you save money? on average, how much money?

did using the Library help you make money? on average, how much money?

Meanwhile, the technical services staff began gathering work/transactional statistics and
data and trangdlating them into time saved or dollars saved outcomes.

We sent out our emailsin early September, the summer being busy with conferences,
vacations, and budget planning (the best part of the month of August!). Having chosen
our key users carefully, every one of them agreed to meet with the Library staff member
and me. Theinterviews were conducted in October and November.

| began the interview by explaining again what we were trying to accomplish and why we
needed their help, and mentioned the work that we had done for them. | acknowledged
that some of the questions might not apply to them or their research needs, and then, one
by one, we went over the questions. Some users were able to articul ate time or cost
savings or quantify “money made” very well, and others, as | expected, had a harder

time. It’simportant to come up with possible answers before each interview, based on
each user and their information needs, so that you can give them “for instances” if
necessary. Also, practice your open-ended questioning skills beforehand, and expect to
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do some prompting, otherwise you'll end up with less useful answers. What was
interesting during the interview process was that useful answers didn’t correlate with the
employee'slevel in the company - one mid-level editor gave us spot-on, dollars and cents
answers after thinking about ten seconds, and one senior executive required prompting. |
took good notes, in order to capture the positive anecdotes (and thankfully, there were
many) for the report.

After all the interviews had been done, | reviewed my notes, summarized them and noted
any of our looked-for metrics. BNA uses a salary-grade system for non-management
employees, which is distributed company-wide, and from that | cal culated average hourly
rates for the mid- and senior-level employees we had interviewed. Of course, their actual
salary grade is confidential, but based on the type of work they did, | was able to guess
their grade level with some confidence. My boss called our HR department, obtained
salary ranges for managers and executives, and cal culated average hourly rates.

Then began the hard part. Since we needed to offset the entire Library’s budget in order
to demonstrate a positive ROI, we had along way to go. It was clear after | turned all the
metricsinto dollars, that the interview sample was just that — a sample. Some ROI how-
tos recommend taking average time/money saved or average money made and
multiplying these numbers by the total number of knowledge workersin one's
organization, but we thought that using real examples from actual BNA employees would
result in amore powerful impact.

One solution was to use last year’s actual Library expensesinstead of last year’s budget,
and to remove any corporate-wide expenses that are kept in the Library’s budget for
convenience sake.

So taking the examples | had, | spent the next few weeks extrapolating. If we save alega
editor two hours of research time at her rate of $x per hour, how many times a year did
she call on average, and how many other legal editors also use the Library? If our CI
News web page saves one product manager one hour a week, how many other instances
of like savings were there a year among the other product managers?

Taking the weekly WebTrends reports of intranet activity, how much time do we save
our 401(k) plan administrators because we' ve created a 401(k) page for them? There are
an average of 79 hits per week; without the web page, and assuming each phone call
lasted a minimum of 5 minutes, having the web page saves 6.5 hours per week, for an
annual savings of $23,250. A set of web pages for state editors results in a savings of
over $34,000 ayear. In-house use of a Library-developed directory on the intranet saves
over $21,000. If wedidn't provide legal cite-checking to editors, how much would they
have to pay per hour at paralegal rates? If wedidn’t do theinitial trademark research for
BNA product names, what would our outside counsel charge per search? Considering the
number of major research projects for senior management that we do in ayear, what
would an information broker charge (time and materials)?
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The Library staff also does al the editorial work for the BNA Books Court Directory, and
shares in the revenue for other products. Our complete archive of publications makes
possible the sale of replacement photocopies to our customers.

Because the Library is the “copyright champion” within BNA, and was responsible for
advocating the need for a CCC license, | researched what the value of this protection is
worth. The average copyright infringement settlement as reported in the media was
$100,000 per infringement. Subtracting the cost of our license, we receive protection for
any first infringement of $x, and protection worth $100,000 each instance for any second
and subsequent infringements.

The technical services operations of the Library resulted in the largest dollar savings, due
to the benefits of centralization. We have a complete state legal and administrative
collection. If the Library didn’t exist, we estimated that two complete collections would
be needed, at a cost of $404,000 to purchase, supplement, and keep updated. Having a
filing service saves BNA the salary of afiling clerk plus benefits, minus the filing service
fees. Without our centralized acquisitions service, we estimated that the company would
need multiple administrative assistants instead of one in the Library (with less efficiency,
less resource sharing and higher purchase costs). Routing periodicals saves $83,700 a
year: if you count the number of titles routed, with an average cost of $180 per title, and
an average number of four names per routing slip, and assuming that readers 2, 3 and 4
each subscribed separately. We have a credit card for acquisitions; at an average cost per
check of $x, how many checks per year does Accounting not have to write? Other
savings we identified were due to volume discounts, discounts from vendors for credit
card use, etc.

After afew weeks of thinking and number crunching, | began to write. Part | of the
report was the executive summary. Part 11 was the spreadsheet, with brief detail for each
amount, totals for each of the three categories, the Library’s net budget figure, and the
positive bottom-line figure. Part 111 was afuller explanation of each linein the
spreadsheet, and Part 1V listed survey findings and anecdotes. We also included in this
section afew essential corporate-level responsibilities that we were unable to quantify.
Finally, Part V was a brief explanation of the methodol ogies used.

Thefinal report was delivered to the EiC, with afollow-up presentation by my boss and
me. We were able to show that, figuring conservatively, the Library returns $1.26 for
every dollar spent. He was pleased with the result, and commented that the Library isa
“terrific employee benefit” that he hoped al employees took advantage of. In completing
thisanalysis, we had successfully demonstrated our contribution to BNA' s bottom-line,
and we had received his endorsement of our services and our work.

When you do your analysis, think creatively, but keep your creativity grounded in reality.
After al, you will need to justify your conclusions, so don’t make things up. Think of the
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services you provide, why are you doing them? What are they worth to your
organization? They must be worth something, or you probably wouldn’t be doing them.
And if you didn’'t do them, what would they cost if done by someone else?

If some of your services don’t contribute to the bottom-line, should you stop doing them?
What other reasons are there for their existence? Some services might be necessary but
not quantifiable, so don’t neglect to point out the intangible benefits. If you and your
staff and your collection didn’t exist, what would need to be replicated elsewhere in your
organization, and how much would that cost? Finaly, you might want to consider the
issue of “time wasted” or try to quantify the cost of bad decisions.

Doing an ROI study is a great opportunity to put you and your library on a secure
footing; it's hard work but the benefits are great. In addition to proving your value, it can
provide feedback from users about new services or resources they need, and help you
realign or eliminate services and refocus what’ s left on organizational goals. But the best
outcome is to finally receive the recognition from senior management that you and your
staff deserve, expressed in irrefutable dollars and cents. There's nothing better!
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