Measuring ROI 

Reduced travel and other cost savings aren't the only benefits that Web communications can bring your organization.
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This article first appeared in the 2005 Streaming Media Industry Sourcebook. 

Technology vendors like to make sure we know their customers’ Webcasting success stories. By regularly publishing case studies on how IP multimedia enhances the communications process at these organizations, these vendors are shining the spotlight on the undeniable benefits of Webcasting.

But even with so many customers and so many vendors involved in the development of case studies, it should come as little surprise to anyone that all discussions of return on investment—or ROI—invariably return to one issue: money.

The race is on among leading Webcast technology vendors to identify those vaunted “cost savings” that are generated by the deployment of online multimedia in the enterprise. Every organization that can save money by trimming travel expenses or streamlining the dissemination of information to employees becomes a feather in the cap of the company supplying the technology.

After all, if an enterprise can save hundreds of thousands of dollars a year deploying Webcast technology, it stands to reason that the technology vendor can help other organizations save money, too. The same rationale holds true for any other Webcast solution supplier in the market.

Some industry participants see case studies highlighting cost savings as an elixir with the potential to supercharge growth in the corporate Webcasting sector. Data collected in executive surveys, however, begins to suggest that this type of approach leads to nothing more than an ROI sand trap. 

Webcast vendors—and corporations mulling the use of the technology—tend to focus too much on the financial implications of multimedia deployment. In the process, they can sell themselves, and the technology itself, drastically short. The intangible benefits that can arise from the implementation of Webcasting can far outstrip the measurable dollars-and-cents impact of online audio and video.

In the real world, the impact of anecdotal evidence still gets short shrift. Vendors’ reports from the front lines of selling indicate that spreadsheet analysis still is the deciding factor in most, if not all, deployment decisions. Whether an executive moves to authorize the deployment of multimedia-enriched Web applications usually depends on how quickly the technology can justify its expense through the cost savings it generates.

And thus we find ourselves in Webcasting’s ROI sand trap: The harder that Webcast vendors hack away at the issue of cost savings, the more corporate decision makers are encouraged to focus on cost-cutting instead of initiatives that can make online multimedia an indispensable element for day-to-day business.

For the long-term health of the Webcasting industry, this has to change. First and foremost, Webcasting needs to be seen as a communications solution that helps organizations convey their messages to far-flung groups more effectively than ever before. 

This industry ties its own hands when it positions Webcasting merely as a less expensive alternative to corporate travel. Rather, the real value comes from promoting the technology as a premium option that outshines those widely deployed, pedestrian platforms for corporate communications— everything from the four-color sales brochure to the long-distance telephone call.

Weave Webcasting into the tapestry of possible corporate communications solutions and suddenly the selling proposition behind the technology changes 180 degrees. No longer is the technology something that companies can’t afford to deploy. It becomes a tool that effective, efficient organizations can’t afford to live without. Shifting the mindset of prospective corporate Webcasting customers can be a matter of simple tweaks in one’s approach to the market. It’s a change that can arise simply from asking the right questions. 

Different Questions, Different Answers
Analysis of survey results from 1,206 corporate executives conducted by Interactive Media Strategies in Q4 2003 can illustrate how an executive’s answer can hinge so greatly on the way a question is asked. 

Consider the seemingly divergent results emerging from a series of questions posed in the IMS executive survey: the first question for examination produced the kind of results consistent with the Webcasting industry’s current outlook on savings-driven ROI. The query asked respondents to cite the factors that “should play the largest role in gauging the effectiveness of a presentation or meeting that incorporates the use of Web communications technology.”

Given what we traditionally assume about the Webcasting market, it’s not surprising to learn that 42% of all corporate executives surveyed cited “Cut Travel Costs” as the single most important factor in assessing the effectiveness of Web-based communications. That number is more than double the 19% of survey respondents who cited “Increased Revenue” as the most important factor to be used in gauging the effectiveness of Webcasting.

Generally, the more intangible benefits that can be achieved using online audio and video, such as “Increase Frequency of Communications” or “Improve Consumer Experience,” are cited by less than one-tenth of the audience as the most important factor to be considered in gauging the effectiveness of a Web-based communications event.

Survey Says...
A much different outlook on Webcasting ROI emerges, however, when the question is crafted in a slightly different way. Other questions posed to the same respondents in the same survey focused on what companies emphasize when they measure the ROI of deploying applications for specific purposes, such as employee training, executive presentations, and sales and marketing events. 

As it turns out, when individuals more precisely define the way they use Web communications, the metrics they most frequently cite for measuring its benefits become less tangible. The issue of “reduced costs” simply begins to take a back seat when executives turn their attention to the payoff that should be associated with uses of the technology that are linked with specific communications objectives. 

For both executive presentations and employee training, for instance, “increased productivity” is most frequently cited as the top factor used in measuring the return on investment from spending on Web communications technology. For sales and marketing-oriented applications, the key factor cited for ROI evaluation is “increased revenue." In each case, the issue of “reduced costs” ranked as either the second or third most frequently cited topic when the question of evaluating the effectiveness of the technology is linked to a specific, defined use for Web communications.

Deciphering the issue of communications, indeed, could emerge as a “Rosetta Stone” for unleashing new demand for Webcasting tools and services among those companies that, so far, have illustrated only lukewarm interest in the technology.

The biggest difference between those deploying Webcasting and those not exposed to the technology is their perception of the Internet as a viable tool for multimedia-enriched communications. Among those actually authorizing the deployment of Webcasts, the survey results show a significantly greater tendency to grade Web-based applications based on the communications objectives they help users achieve.

Of those respondents at companies that have deployed Webcasts, 20% said that the primary factor used in ROI analysis for online executive presentations is “Improved Understanding of Business Strategy.” This is a factor more closely associated with the intangible benefits of improved communications within an organization than an identifiable boost to a company’s financial bottom line. Among survey respondents working at companies that have not deployed Webcasting, only 11% said that “Improved Understanding of Business Strategy” should be the primary factor in evaluating ROI from an online executive presentation.

Similar results emerge for another factor related to improved communications within an organization. Fourteen percent of those deploying a Webcast say the primary ROI factor for online executive presentations should be “More Frequent Internal Communications.” Only 7% of those working at firms that have not deployed Webcasting cited this as the primary ROI factor for grading online executive presentations.

One of the ROI factors that changed most dramatically in these survey results was “reduced costs.” Among executives working at companies not deploying Webcasts, “reduced costs” was the third most frequently cited factor for gauging the ROI of online executive presentations. Among those who actually deployed the technology, the factor of “reduced costs” ranked dead last in citations as a primary factor for gauging ROI from online executive presentations.

Telephone Line
It’s no easy task to transform users’ notions of a costly technology platform into a new outlook that views the technology as a viable, communications-oriented solution. But it can be done. Take the case of pre-divestiture Ma Bell and its promotion of long-distance telephone service.

For decades, AT&T priced long-distance telephone service at premium rates, and those fees shaped the image of long-distance as service only to be used in dire emergencies. Witness how characters in Hollywood movies made in the 1940s and 1950s often rush to the phone to take a call placed from across the country. 

By the 1970s, however, AT&T had begun restructuring long-distance fees to more reasonable levels and launched promotional advertising encouraging people to “reach out and touch someone.” Essentially, Ma Bell shifted consumers’ focus from the costs of long-distance to its ability to help individuals achieve their own personal communications objectives. In short, they re-crafted the value proposition. Who cares about the cost if you get the chance to talk to family and friends?

As long-distance service prices have tumbled in the past decade in particular, its use has become a non-issue in most organizations. You won’t catch a lot of companies contemplating the “ROI of Long Distance.” Now, it’s just part of the basic infrastructure that companies make commonly available in order to make their employees more effective.
Webcast technology vendors today can only dream of building the image of rich multimedia communications as a “must-have” solution for effectively executing day-to-day business. But the costs of using the technology are dropping and will continue to fall as the corporate infrastructure of high-speed networks and advanced PCs becomes even more advanced than it is today.

Even so, cost remains a leading barrier that serves to slow or block the deployment of Webcasting. Roughly one-fourth of those surveyed by IMS cite the cost of the technology as the primary barrier to implementing use of the technology.

Fortunately, concerns over the technical complexity of using the technology are beginning to melt away. Only 8% of 1,206 corporate executives surveyed by Interactive Media Strategies in the Q4 2003 cited “technical complexity” as the key barrier to deploying multimedia-enriched communications applications online. As the technology itself becomes more widely accepted, the key questions that are stumbling blocks to enterprise multimedia communications are the same as those that foil the development of any other type of technology in the corporate sector. One of the key themes that must be addressed to garner more widespread use of Webcasting comes from answering the question, “How is the company going to use it?”

The Right Profile
Even with more reliable technology in place, vendors still face the challenge of raising Webcasting’s profile among corporate users. The ability to use Webcasting to cut travel costs certainly has its appeal but resonates with only a subset of the executives that could benefit from using the technology. In order to win widespread acceptance, online multimedia has to be perceived as a premium communications alternative that enriches the experience of executives who would otherwise use email, telephone, or Web conferencing technology to convey their message to individuals in far-flung offices. The cold, hard truth is that people who have not used Webcasting cannot fathom the value it brings to the table. Indeed, individuals who haven’t been exposed to Webcasting at their organizations perceive the barriers to its deployment far differently from those who have seen it first-hand.

While the percentage of people citing cost as the primary barrier is relatively consistent—near the 25% level—across a variety of respondent groups, the perceptions about the usefulness of Webcasting can vary dramatically.

Among those at companies that deploy zero Webcasts annually, 31% cite the factor of “No Need/No Use in Business” as the primary factor that slows or blocks the deployment of online multimedia in the enterprise. In contrast, among those at companies deploying more than 50 Webcasts annually, only 15% say that there is “No Need/No Use in Business” for online multimedia applications.

It seems that those who see and experience Webcasting come to perceive it as a valuable communications tool. Those without exposure to the technology have a difficult time figuring out what all the fuss is about. At companies where Webcasts are deployed 50 or more times a year, more than 90% of executives surveyed by Interactive Media Strategies describe the technology as an effective tool for communications. At companies that produce no Webcasts, only 35% consider online audio and video to be an effective communications tool.

Other variables besides existing usage, however, can be employed to determine whether an organization or corporate department is a good candidate for experimenting with the use of multimedia-enriched communications.

Executive Decision
Often, an organization’s relative level of interest in Webcasting—and the primary factors that will encourage deployment of the technology—can vary from executive to executive within a company. Indeed, the arguments for Webcast deployment that may resonate with executives within the information technology department may fall flat with those working in a functional department of the organization.

That’s because when it comes to gauging the ROI of Webcasting, beauty truly is in the eye of the beholder. An individual’s role within an organization certainly can color the way they gauge the usefulness of enterprise Web communications applications. The differences in perceived value are evident between IT executives and those from other disciplines in the corporate environment. 

In general, IT professionals are likely to be more pragmatic in their evaluation of technology solutions. Their priority is to find ways to make their organizations more thrifty in their use of resources. Not only do these executives have a higher than average interest in reducing costs, they also are more likely to value applications that save an executive’s time as well. Individuals outside of IT, in contrast, are more interested in creating new opportunities, with a more keen focus on issues such as increasing productivity, boosting revenue, and generating sales leads.

In our study, “Increased Productivity” topped the list of relevant ROI factors for both IT executives and their non-IT counterparts. However, 28% of non-IT executives cited “Increased Productivity” compared to 23% of IT executives. 

In contrast, the percentage of IT executives citing “Reduced Costs” as a key factor outstripped the percentage of non-IT executives citing cost issues. Instead, non-IT respondents focused more heavily on ROI issues such as “Increased Revenue” and achieving communications objectives in the form of “Improved Employee Understanding of Business Strategy.”
Taken together, the data suggests that the theme of “reducing costs” is a favorite topic of IT professionals, who often hold veto power over decisions on whether to deploy Webcasting technology. Those working in functional departments such as marketing, accounting, and human resources, tend to value the technology based on the way its helps them to communicate better. 

This outlook can help put the relative growth of enterprise Webcasting into better perspective in the post-Internet Bubble era. While the use of online multimedia in the corporate sector continues to expand at a steady clip, the expansion rate for the market pales in comparison to the fast-paced growth of the first generation of narrowband Web technologies witnessed between 1995 and 2000.

With less venture capital flowing into the broadband applications sector during the past four years, fewer companies have had the resources to promote widespread awareness of multimedia technology and how it can transform the corporate communications environment. 

Without the steady drumbeat of venture capitalist-fed marketing, the relative demand for Webcasting technology has lagged among those with the least knowledge of technical innovation. Essentially, the marketing push to stimulate demand for Webcasting among functional department executives has yet to materialize.

This, in turn, has shaped the way that Webcast technology vendors have positioned themselves. IT department executives have the greatest awareness of Webcasting’s potential. As the data suggests, appealing to this group means catering to their ongoing desire to deploy Webcasting that helps to drive down costs. This focus, in turn, feeds the demand for case studies and spreadsheet analyses that hold a key role in driving many of today’s Webcast deployment decisions.

With only marginal levels of investment flowing into the Webcast industry, start-ups justifiably must adhere to strategies that assure them of generating the revenue that allows them to survive in the short term. That means focusing on a cost-return approach to ROI analysis that encourages at least some prospective customers to make the leap into Webcasting.

In feeding their revenue needs for the short-term, though, vendors are forced to starve alternative strategies that could promote accelerated expansion of Webcasting deployment and usage. The path to fostering that long-term expansion in this sector lies in promoting online multimedia as a cost-effective technology that can enrich the ways that functional department executives communicate on a daily basis. 

Webcast vendors are not blind to the power that online multimedia brings to enterprise communications. In a world of limited marketing resources, these companies are forced to make choices to convey the easy-to-understand message of “cost savings” ahead of the more complex idea of using the technology to “empower communications.”

But if you’re looking to implement Webcasting—or any other streaming media solution, for that matter—in your organization, you shouldn’t limit your concept of ROI to dollars and cents. Better internal communications, stronger customer experiences, and improved organization image are just a few of the “intangible,” but crucial, benefits that streaming media can bring to an enterprise. And when more enterprises recognize that, we’ll see real progress.

