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Financial Summary

The financial results calculated in the Costs and Benefits sections can be used to determine the ROI, NPV, and payback
period for the organization’s investment in SAS Customer Intelligence Solutions-Marketing Automation. These are
shown in Table 12.

Table 12
Cash Flow — Non-Risk-Adjusted

Cash flow: original estimates

Initial Year 1 Year 2
Costs ($525,846) $0 ($200,000) ($200,000) ($925,846) ($841,398)
Benefits $0 $1,606,880 $1,631,880 $1,631,880 $4,870,640 $4,035,517
Net benefits ($525,846) $1,606,880 $1,431,880 $1,431,880 $3,944,794 $3,194,118
ROI 380%
Payback period 3.9 months

Source: Forrester Research, Inc.
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Table 13 shows the risk-adjusted ROI, NPV, and payback period. These values are determined by applying the risk
adjustment values from Table 10 in the Risk section to the cost and benefits numbers in tables 4 and 10.

Table 13
Cash Flow — Risk-Adjusted

Cash flow: risk-adjusted estimates

‘ Initial Year1 Year3

Costs ($534,375) $0 ($200,000) ($200,000) (8934,375) ($849,928)
Benefits $0 $1,548,367 $1,573,117 $1,573,117 $4,694,602 $3,889,610
Net benefits ($534,375) $1,548,367 $1,373,117 | $1,373,117 $3,760,226 $3,039,682
ROI 358%
Payback period 4.1 months

Source: Forrester Research, Inc.

The data collected in this study indicates that deploying SAS Marketing Automation has the potential to provide a solid
ROI through quantifiable benefits from revenue gains from more-targeted marketing, reduced contractor headcount,
cost avoidance of marketing analyst and IT resources, and improved productivity for new hires. The risk-adjusted ROI
of 358%, along with a 4.1 month payback period (breakeven point), raises confidence that the investment is likely to
produce a positive outcome, especially after the risks and uncertainty that may affect the project have been considered,
quantified, and incorporated into the business case.
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SAS Customer Intelligence Solutions: Overview

According to SAS, marketing in the digital age is bringing new challenges to marketing executives—and new opportunities for
being seen as strategic business advisors to the entire organization. The key lies in demonstrating marketing’s value as a profitable
growth engine. SAS provides leading-edge solutions to help companies find the most profitable growth opportunities. ... Take the
best action to fully exploit those opportunities. ... And maximize cross-business impact.

SAS® Customer Intelligence solutions have been helping companies achieve a customer-centric business strategy with an integrated
marketing management approach to solving critical challenges across marketing—including planning customer-centric strategies,
gaining insight from big data and analytics, optimizing customer interactions, and understanding the customer experience. With
SAS® Customer Intelligence solutions, organizations can realize the following:

Plan and manage marketing programs - start to finish — more efficiently and effectively than ever before.

e  Streamline marketing operations by integrating and automating key processes and workflows.

e Know which marketing activities are working and which ones aren’t - and why - by using a single, consolidated marketing
dashboard to measure and analyze all your marketing projects.

e  Link marketing strategy and performance to real revenue using financial management capabilities for collaborative
planning, allocation, budgeting and program execution.

e Get the most value out of your digital assets with content management capabilities that offer a secure infrastructure for
managing and distributing your digital assets.

Make smarter, fact-based decisions with insights derived from relevant data and powerful analytics.

J Develop more relevant, targeted campaigns using modern data classification techniques - segmentation, clustering, social
network analysis, etc. - to understand your customers better than ever.

J Trust your data and the decisions they fuel by infusing data quality and data management into your processes for data
that is consistent, accurate and timely, and ready for analysis.

o Predict how customers will act in the future, based on past behaviors, using leading-edge forecasting and modeling
routines to analyze past customer behavior gleaned from your organizational information.

o Know which customers are most and least valuable to you - and why - by calculating customer lifetime value and
profitability a more granular level than has ever been possible.

Make customer offers and interaction relevant and personal.

o Know what your customers say about you in social media — and who is listening to them - and tie that information back
into customer profile data.

o Understanding online customer behavior and navigation by capturing every website interaction across all your online
properties.

o Deliver well-timed, personalized offers by acting on customer behaviors - e.g., website abandonment or certain
navigational paths - in real time.

o Generate a complete customer profile view by combining customer experience data with offline data from other
channels.

Turn customers into brand evangelists by offering exceptional customer experiences

e Produce analytically driven customer communications - both inbound and outbound - using best-in-class campaign
management software.

e Make the most of each customer contact by optimizing marketing campaigns to deliver the right offer via the right channel
at the right time.

e  Enhance campaign effectiveness by delivering customer communications across all channels - point of sale, social, online,
mobile, etc.

e  Build stronger, more profitable customer relationships by using event- or trigger-based marketing to treat customers as
individual “segments of one.”
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Appendix A: Total Economic Impact™ Overview

Total Economic Impact is a methodology developed by Forrester Research that enhances a company’s technology
decision-making processes and assists vendors in communicating the value proposition of their products and services
to clients. The TEI methodology helps companies demonstrate, justify, and realize the tangible value of IT initiatives to
both senior management and other key business stakeholders. The TEI methodology consists of four components to
evaluate investment value: benefits, costs, risks, and flexibility.

Benefits

Benefits represent the value delivered to the user organization — IT and/or business units — by the proposed product
or project. Often product or project justification exercises focus just on IT cost and cost reduction, leaving little room to
analyze the effect of the technology on the entire organization. The TEI methodology and the resulting financial model
place equal weight on the measure of benefits and the measure of costs, allowing for a full examination of the effect of
the technology on the entire organization. Calculation of benefit estimates involves a clear dialogue with the user
organization to understand the specific value that is created. In addition, Forrester also requires that there be a clear line
of accountability established between the measurement and justification of benefit estimates after the project has been
completed. This ensures that benefit estimates tie back directly to the bottom line.

Costs

Costs represent the investment necessary to capture the value, or benefits, of the proposed project. IT or the business
units may incur costs in the forms of fully burdened labor, subcontractors, or materials. Costs consider all the
investments and expenses necessary to deliver the proposed value. In addition, the cost category within TEI captures
any incremental costs over the existing environment for ongoing costs associated with the solution. All costs must be
tied to the benefits that are created.

Risk

Risk measures the uncertainty of benefit and cost estimates contained within the investment. Uncertainty is measured
in two ways: 1) the likelihood that the cost and benefit estimates will meet the original projections, and 2) the likelihood
that the estimates will be measured and tracked over time. TEI applies a probability density function known as
“triangular distribution” to the values entered. At a minimum, three values are calculated to estimate the underlying

range around each cost and benefit.

Flexibility

Within the TEI methodology, direct benefits represent one part of the investment value. While direct benefits can
typically be the primary way to justify a project, Forrester believes that organizations should be able to measure the
strategic value of an investment. Flexibility represents the value that can be obtained for some future additional
investment building on top of the initial investment already made. For instance, an investment in an enterprisewide
upgrade of an office productivity suite can potentially increase standardization (to increase efficiency) and reduce
licensing costs. However, an embedded collaboration feature may translate to greater worker productivity if activated.
The collaboration can only be used with additional investment in training at some future point in time. However,
having the ability to capture that benefit has a present value that can be estimated. The flexibility component of TEI

captures that value.
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Appendix B: Glossary

Discount rate: The interest rate used in cash flow analysis to take into account the time value of money. Although the
Federal Reserve Bank sets a discount rate, companies often set a discount rate based on their business and investment
environment. Forrester assumes a yearly discount rate of 10% for this analysis. Organizations typically use discount
rates between 8% and 16% based on their current environment. Readers are urged to consult their respective
organization to determine the most appropriate discount rate to use in their own environment.

Net present value (NPV): The present or current value of (discounted) future net cash flows given an interest rate (the
discount rate). A positive project NPV normally indicates that the investment should be made, unless other projects
have higher NPVs.

Present value (PV): The present or current value of (discounted) cost and benefit estimates given at an interest rate
(the discount rate). The PV of costs and benefits feed into the total net present value of cash flows.

Payback period: The breakeven point for an investment. The point in time at which net benefits (benefits minus costs)
equal initial investment or cost.

Return on investment (ROI): A measure of a project’s expected return in percentage terms. ROl is calculated by
dividing net benefits (benefits minus costs) by costs.

A Note On Cash Flow Tables

For the cash flow tables used in this study (see the example table below), the initial investment column contains costs
incurred at “time 0” or at the beginning of Year 1. Those costs are not discounted. All other cash flows in Years 1
through 3 are discounted using the discount rate (shown in the Framework Assumptions section) at the end of the year.
Present value (PV) calculations are calculated for each total cost and benefit estimate. Net present value (NPV)
calculations are not calculated until the summary tables and are the sum of the initial investment and the discounted
cash flows in each year.

Table [Example]
Example Table

Category Calculation Initial cost Year 1 Year 2 Year 3 Total

Source: Forrester Research, Inc.
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