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Presentation Overview

e Current ROI Case Studies/What we know about ROI .' L

« Introduction to ESRI/PA Consulting ROl Methodology/Approach
e The need for an ROI-driven methodology ,
« Challenges with existing approaches

* Objectives of the ROl Approach

* A tour of the Approach - key insights, taels & templates

*Q&A




GIS Implementations Follow Common Patterns

Desktop
||
o -

Professional Federated

Multi-User

Work-Groups | o
- } -
Open
Desktop Web Mobile  APIs

_

Application
Portfolio

« Integration

* Sharing
« Collaboration

Organizations
ArcGIS Server

“Analyzing GIS Return On Investment revealed
some common themes”




Common Themes for GIS Return on Investment
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Common Themes for GIS Return on Investment

Applications with Rapid Payoffs

Time & Effort

Common Themes for GIS Return on Investment
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Common Themes for GIS Return on Investment
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The Benefits of GIS

«Save Money/Cost Avoidance
sSave Time

Increase Efficiency

*Increase Accuracy

Increase Productivity

*Increase Communication & Collaboration
*Generate Revenue

*Support Decision Making

*Aid Budgeting

*Automate Workflow

*Build an Information Base
*Manage Resources

eImprove Access to Government

Case Studies — Data Automation

e Los Angeles County
— Automated Cadastral Map Books

—Result:
e Eliminated:
— 2,000 Overtime Hours
— 20,800 Regular Hours
» Annual Savings of $90,000




Case Studies — Geo-Auditing for Revenue Generation

e Martin County, FL
— GIS Cell Tower/Parcel Database
—Commercial Taxation to Parcels

— Result: Increased County Tax Base
by 3.5 Million Dollars

MARTIN C

Case Studies — Increased Efficiency

* Police Department, Lincoln, NE
— GIS to Identify Problem Areas
—Target Residents

—Result: 67% Reduction in Burglaries
in 7 Weeks

City of Lineoln
Pukct Degarment

S—




Case Studies — Increased Productivity

e Planning Commission, Sumpter, SC

—Filing System to GIS:

» Track Land Use Cases

 Create Parcel Buffers

» Generate Public Notification Letters
—Results:

* 90% Reduction in Public Notification Effort

» Saved 2 Months Personnel Time

e Save County up to 4%

on Flood Insurance Premiums

Case Studies — Cost Savings/Cost Avoidance

« Bolder County, CO
— Road Maintenance Dept.
—Sign Inventory
— 7,000 + Signs to manage
—Results:
» $20,000 inventory cost savings




More case study examples!

"itv an additinnal acti.

| Savings of approximately 500 hoursofstaff time annually across four departments. 000

?

Making a case for ROl — how do we get from here to there?

Benefits




The ROI Approach - Building an Enterprise GIS I

|
A collaborative effort between ESRI and PA Consulting Gron!ﬁ )
» The methodology was originally developed by PA Consulling
group for supporting mainstream IT Programs . j -

» Adapted to be GIS-specific by Ieveraging ESRI's GIS expertise |

Business Benefits of GIS: An ROl Approach
e Supporting materials @
* Published by ESRI Press, August 2008

Need to Improve How to Quantify Benefits of GIS

* Typical focus has been on activities

— Tasks

* Consumption of Resources indicated Production/Value
—Enhanced with technology

» Building bigger, better, more

Recommended alternative: Focus on value

—Improve the Business

* Must be Business-led, Benefits-focused & fact-based
— Prove the Return on investment

» Tangibly enhance the business




Our Observations

Tical GIS Initiative A Successful Initiative

e Technology-led Business-led
e Technology-driven Benefits-driven

« Delivers against project Delivers measurable value to
milestones stakeholders

e Focused on Delivering Focused on delivering business
Applications & Functionality capability

e Short-lived buy-in Long-term stakeholder
commitment to success
¢ Sells GIS thru technology
demonstration Builds consensus by
demonstrating value opps
e Not linked Explicitly to
organizational objectives Linked to organizational
objectives
e Cannot measure success based
on value delivered e Can measure success based on
the return on investment

Customer viewpoint — Issues and Challenges Faced

— Compete to secure an appropriate
share of IT-related budget

— Prove the real-value (ROI) of a GIS-
related investment

— Prioritise GIS-related investments
based on the value delivered to an
organisation

— Deliver a growing portfolio of
complex GIS enabled initiatives

— Build consensus to allow ‘enterprise
opportunities to emerge

— Deliver successfully on expected
business benefits, not just project
milestones

—

Sophistication




Myths about “ROI” and Business Case development

e Myth #1 : “My organization already has mature GIS so they don't
need a business case to justify investment in GIS”

e Myth #2 : “We are a public organization and more concerned with
‘saving alife’... not ROI”

* Myth #3: “We can’t prove the benefit of GIS quantitatively anyway,
so why bother?”

e Myth #4 : “Proving ROI to my organizations with metrics from
other organizations will trigger them to buy ” (convince them)

e Myth #5 : “A positive NPV is all that’s needed to confirm they
should be investing in GIS”

ROI: Multiple Definitions

We use ROI as a generic term to indicate that a given investment
will have a positive return to the organization
It can be described in many forms
— ROI % return
— Net Present Value (NPV)
Impact to operating free cash flow
Impact to P&L
Internal Rate of Return (IRR)

In our experience, ROI (however defined) alone doesn’t secure
funding.

The key is to build consensus and commitment across the
organization, and to structure a program of work that will deliver
tangible value that everyone believes in.




The Need for This Methodology

e Challenges with Existing Approaches & Literature
—Hard-To-Find Comprehensive GIS-focused approach
— Specific Industries |
—Financial analyses L]
— Explains what not how
—Too technology-driven
—Typically bottom-up (needs analysis)

e Compelling Examples

* No ‘Standardized’ Approach

Key Questions Asked by Budget-holders

* How can business impact be quantified?

» What will be the initial and ongoing expenses

» What are the resources required ?

* When will the business benefits be delivered

« What's the financial case?




Objectives of the ROl Approach

Quantify Impact on ...
— Revenue growth, assurance and protection
— Cost containment or reduction
— Service Excellence
— Regulatory Compliance
— Health & Safety
— Shareholder Value

Identify ...
— Initial Capital Expenditure

— Continuous expenses

— When benefits will be realized

Define ...

— Resources regiiel management oversight

— Governance, Management
Provide .

- F|nanC|aI case (NPV, IRR, Discounted Payback, FCF .

return on mvestment

End-to-End Repeatable Steps

Calculate ROI

Benefits
Roadmap Build GIS

\ Program

Define Control

Identify Costs




Planning and Investigation

» Understand the context of the ROI project
e Find challenges and opportunities
e Win executive ‘hearts and minds’

Calculate
ROI
Benefits .
Build GIS

Define
" Control
Identify
Costs

Prepare for the ROI Project

 Treat the ROI study as a project
— It has a defined group of stakeholders who will contribute
— It has a project plan with start, end dates and well defined
activities
—It has active stakeholder management
—It has deliverables

* Define your ROI Project Plan

* Build SWOT Analysis of your existing GIS
implementation or past attempts.

* The rule here is “Plan and be prepared”




Identify Business Opportunities

« |dentify business opportunities for
GIS by speaking to your
Executives

* Utilize structured interview
techniques and scripts

e The focus is on what they see as
opportunities or problem areas in
their organization

» Take the opportunity to engage
with them and educate them, but
don’t ‘sell GIS’ to them

Example: Interview Template
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Prioritize Business Opportunities (1)

» Use the information gathered from
your Executives during interviews

—And any follow-up meetings with their
direct reports

 Collate it together in the Template

 Flesh out the opportunities identified
by adding an SCQA for each
opportunity
« Also identify metrics that relate to
each opportunity
« Avoid politically sensitive benefits
e.g. cost reduction via headcount

Example:

Benefits Template
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Prioritize Business Opportunities (2)

e Use the template to help prioritize the
benefits identified based on
—Value to the organization
— Ease of Implementation (delivery)

At this stage “value’ is subjective, but
is guided by Executives

e The template will generate a quadrant
diagram

* Focus on the benefits falling g
in the top right quadrant :

Quadrant Diagram

Example: Quadrant Diagram

Quadrant Diagram: Springfield

High Value

o2 Gt

Organization Value

0

Low Value

0 5
Ease of Implementation
Difficult




What we have accomplished so far

*We have:

—Engaged with key stakeholders in the business inga
professional, structured way

L ]
—Assembled a fact-based SWOT analysis

—Identified and prioritized the key business benefits
—broken down organizational barriers
—Identified ‘quick wins’ for the business®

—Gathered a majority of information we’ll need to model the
benefits quantitatively

Program Definition

» Turn business opportunities into GIS projects
 Define project control and governance

" |
»F

Calculate
ROI
Benefits .
Build GIS

l Define

- Control
\ Identify
Costs




Construct the GIS Program

Build GIS

» Determine what will practically need
to be done to deliver the benefits

Identify
Costs

« Distill the Program into component
parts (hardware, software, data, etc)

» Seek to combine ‘like projects’
together and not 1:1 to benefits

—Take an enterprise view, not
application view ciy o Project 3: Troe Cover

City of SpringReld Project 2: City-wide Address Database

° B e p rag m a.t | c iy ot Springliald Praject 1; Eity-wids Rasmap Web Sarvice

» Use Post-it® notes as a means to deal
with complexity

Discrete Projects

Program Pyramid — Project Definition

City of Springfield Project 1: City-wide Basemap Web Service

Description

Creale an integrated city-wide basemap as a web service thal comprises key layers that will be used in multiple City
applications.

Project Objectives Kay Activities
1. Set up a centralized web service that 1. Develop a geographic data model for key basemap layers.

provides a city-wide basemap for shared 2. Acquire and install server hardware and GIS software suitable
use by all City departments. for managing and serving data over the web,

2. Facllitate collaboration between City 3. Exiract key features from existing CAD files and load into server
departments. basemap database.

4. Update content as necessary with additional data.
5. Publish basemap as a web service.
6. Operate and maintain system.

Key Outcome/Deliverable
1. City-wide basemap web service that will provide capabiity for
several other projects in the Program.




Define Program Control

e Governance is a leading cause
of program failure

e Ensure you have adequate
controls in place to be
successful

e Use the Project Governance
Capability Maturity Model (CMM)
to rank your team

— Exposes your strengths and
weaknesses

e Shore up any weak spots and be
realistic

 Define your delivery team
structure (in-house vs external)

Identify
bpportuniie

CMM - Project Delivery
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Example: Capability Maturity Model

Version Control and

CMM - Project Delivery

Change Management

@ Desired Capability
W Current Capability

Communication




Example: Delivery Team

Internal “Vendors” Program Team External Vendors |

Executive Oversight
: Sue Coldheld, Community Dev ] el ;
i ; Anil Kumar, Risk Mgt ! !
; IT Department — : Anita Williams, Clark
; Steve Smythe ;
GIS Software l

Core Program Team : ESRI
Brian Sobers, GIS Mgr :
Nadia Jostings, 15 Mar

Frank Wilkams, Engineering

Sylvia Keepsake, Eco Dev

Application
Development

: ; Business Primes :
: Finance — ; . S H TED | i
H H Steve Smyvihe, 1S ]
John Coolage Janice Colins, Eco Dev

Eull Mowian, Parks & Rac
Brian Sobers, Planning
Armo Exsomn, Ubkhes

Business Analysis

» Specify the budget for the GIS Program
e Estimate value of the benefits

* Build GIS benefits roadmap

 Calculate financial metrics

Calculate
ROI
Benefits .
Build GIS

l Define

- Control
‘ Identify
Costs




Specify & Cost GIS Program (1)

» Assemble your GIS Program
budget forecast (CapEx & OpEXx)

e Team with your finance
department

* Build your budget from the
bottom-up, in a robust, defensible
manner

» Use the Budget Template to guide
you through the budgeting process

Eity of Springfleld Project 3: Tree Cover Asseasment
City of Springfeld Project 2= City-wide Address Database

3-Year CapEx & OpEx Budget

G Discrete Projects

Example: Budget Template Definitions
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Example: Budget Template

I Micrmselt Excel - Smaglan G Budge1DS0707. xls
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YEARLY TOTAL

2008 2009 2010
Capital Expenditure 243,460 5,199 4,889
Operating Expenditure 34,245 35,274 | 32,851

Use these figures to populate the Financial Calculations template
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Specify & Cost GIS Program (2)

e Guidance is provided
— Capital v. Operational expenditure
— Depreciation
— Internal Capitalization of Labor

e Qutput used to populate the “cost”
side of the ROI calculation

» Dashboards are automatically
generated to provide a full 3 year
view

3-Year CapEx & OpEx Budget




Calculate the Benefits F‘ » b

e Quantify in tangible terms
e One of the most challenging
aspects of any ROI calculation

e Requires you to model the impacts _ o
of GIS as an enabling technology
on workflow (base case vs GIS

Sensitivity e s -
Analysis e
ear on Year

Value
ation

Fixed,
Variable, &
Derived Inputs

Benefit
Summary

i pDle. Bene ode
Clear Benefit Realization
Definition Modeling
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Example: Benefits Model (2)

Variable

Average Fuel Price (per Gallon

Average Truck Miles (per gallon)

Average Truck Mileage (per day)

Number of Miles between Truck Service

Average Cost of Truck Service

Number of Trucks Required Per Day

Total Fleet Mileage Per Day 4 i 2,030 2.060
2.008 1.932

Total Fuel Cost Per Day : :

Average Delivery Days Per Year :

Create the Benefits Roadmap

* lllustrates the program

Control
Identify

activity on a quarterly basis

* Focus on benefit delivered,
not project milestones

* Provides a clear ‘roadmap’
for the program

Benefits Roadmap Example

e Built from the discrete
project’s defined in Step 4

* Must be realistic, achievable
and have broad commitment
from the business to succeed




Calculate the Financial Metrics

» Team with your finance department

e Use budget (cost) and benefits calculated in earlier
steps to calculate ROI, NPV, IRR etc

» Template provides ‘fill in the blank’ entry and
automatically calculates financial metrics

e Template also provides guidance on interpreting the
results e.g. ‘creates value’ or ‘destroys value’

* Not just about a positive NPV, it is about
successfully delivering on the promised benefit!

Quantified Benefits Budget (cost)
from Step 7 from Step 6

MCFCFS, RO,
Payback

Example — Financial Metrics

e

ROl METHODOLOGY,
nput data

-
RO

Datadled oupe
Ganaral avmpticn

Pis-tax Oparating Cash Flews

Time-sonsithve ssse
Somece

Postdax Opeiating Cash Flows

Sumimary supun
Meaning




Prepare and Deliver Report

* Pulling it &

CITY OF SPRINGFIELD
* Final stagd
study

° At thls Sta BUSINESS CASE FOR GIS EXPANSION

. Brian Sobers, GIS Manager
win budge o

e Hearts and
well before
likely won’

* Normally a
Presentati

Insights to consider when using this approach...

 Getting at the numbers

e Proving the impact if you don’t ‘do it’ (e.g. risk management)
* Don’t focus on time-based studies and headcount

e Team with your finance department

e Don’t go it alone

« Sell business value, not GIS

» Be led by the business, not the technology

¢ Invest the time to plan.

» Speak the language of your executives

* Don’t over evangelize. GIS is not the center of the universe!




Key benefits for your organization

» Avoid a siloed approach to GIS

e Leverage existing investment in GIS technology, data or processes
more fully to benefit your organization

 Establish strong stakeholder buy-in, commitment and
understanding

e Further validate and refine the work already completed for existing
GIS implementations

e Mutual agreement between senior business leaders of the potential
opportunities for leveraging GIS

« A common understanding and prioritization, based on fact-based,
benefits-focused metrics, of the business benefits

» A defensible budget forecast and achievable roadmap for your
Enterprise GIS Program

¢ And....career advancement!

Understanding the User License Agreement

ARTICLE 1—DEFINITIONS
The tenms used herein are defined as follows:

(a) Materials mean all or any portion of ESRI's or PA’s wnitten matenals, including but not linuted to the “Business
Benefits of GIS” workbook materials. Materials may also mnclude any proprietary scripts. data. decumentation, or
related materials supplisd by ESRIand PA, regardless of the format or content.

(b) Derivative Works mean any products, services, or methods created using, incorporating, or derived from the
Materials or from other Derivative Works. Derivative Works may consist of collective works of authership.

ARTICLE 2—INTELLECTUAL PROPERTY RIGHTS AND RESERVATION OF OWNERSHIP

Materials supplied under this Agreement are licensed and not sold. ESRIand PA own all Materials, which are protected by
United States laws and applicable international laws, treaties, and conventions regarding intellectual property or proprietary
nights. Nothing m this Agreement shall abridge ESEI's or PA’s rights in the Matenials. Any rights not granted herein are
reserved exclusively by ESRI and PA

ARTICLE 3—GRANT OF LICENSE

3.1 Grant of License. Subject to Your express agreement to keep all attribution._copvrizht, and ownership notices included
i the Materials wholly intact, ESFIand PA grant You a worldwide, royalty-free, nonexclusive, perpetual, nontransferable
license to gogess, use, and execufe the Matenals solelv for Your own benefit

Materials may not be (1) redismibuged: (2) s Lany i rork ] i 3 Asresment: or (3) used
in the production or distribution of anv D ik

3.2 Contact Information. When accessing, using, or executing the Materials, and thereby accepting the terms and conditions
provided in this Agreement, you may be asked to provide contact information for you and your organization. For the
purposes of distributing the Matenials, PA shall be considered an affiliate of ESRI. The contact mformation you supply to
access the Materials will be shared with PA as a party to this Agreement.




Questions

(and Answers)




