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What to expect? 

 Understand the background and need 
for ROI

 Understand what works and what does 
not work

 Learn techniques for developing easy-to-
comprehend ROI Models

 Use the above to build business case for 
instituting a DQ Management program



Does DQ matter?

 Cost of poor data may be 10-25 % of the 
total revenues of any organization

 Topmost technology reason for CRM 
projects to fail or miss expectations

 Data Warehousing Institute estimates 
that data quality problems cost U.S. 
businesses more than $600 billion a year

…Most organizations get this…



So why are we here?

It is NOT the lack of awareness as regards 
to the value of high-quality information, 

but ….

rather how critical they are to the business 
and how bad data really affects the 
business



How does ROI fit in?

 Like any other project, DQ and Data 
Governance initiatives require funding to 
proceed

 Management will not sign off on any 
anything unless value of investment can 
be quantified 
 No action happens until they know what 

they are going to get



What is ROI?

 Short for Return On Investment
 ROI is 

 An accounting formula 
 Used to obtain an actual or perceived future value 

of an expense or investment
 Source: http://www.webopedia.com/TERM/R/ROI.html

 ROI measures how effectively a business uses 
its capital to generate profit
 The higher the ROI, the better

http://www.webopedia.com/TERM/R/ROI.html


ROI: Looking at it visually



ROI Example

 ROI is a return ratio that compares the 
net benefits of a project verses its total 
costs.

 ROI = (Net Benefits /Total Costs ) * 100
 Example

 Net benefits = $20000, Total Costs = $10000
 ROI = ($20000 / $10000) * 100 = 200% 
 In this case, Net benefits is twice the Total 

Expected Costs



ROI – Art or Science

Securing funding for DQ projects more of 
an Art than a true science

…But…there is hope…!

Basic principles can be followed to achieve 
greater success 



Principles of ROI Development

 Principle 1 – Know where the money is
 Identify the costs and opportunities that are 

associated with processes that depend on 
data

 Find out as to who the stakeholders are in 
terms of who would pay the costs and who 
needs to understand the costs

 Evaluate how these costs or revenues can 
be measured and tracked



Principles of ROI Development

 Principle 2 – Know your data
 Understand data flow within organization
 Understand usage and purpose of data 

within applications
 Understand structure, meaning and quality 

of data 
 Understand how bad affects the business



Principles of ROI Development

 Principle 3 – Keep the model simple
 Include 1 or 2 numbers that really matter

 Don’t be tempted to fill up the model with too 
many numbers or valuations

 One shouldn’t need to be a financial wizard 
to understand the numbers



Principles of ROI Development

 Principle 4 – Study your stakeholders
 Identify stakeholder with budget and 

resource responsibilities
 Identify what things are important to them
 Understand what model they like while 

approving projects
 If possible, identify the key stakeholder and 

tailor presentation to his or her needs
 Do not try to please all styles 



Principles of ROI Development

 Principle 5 – Ensure investment in all 3 
areas
 Time – Ensure management is aware of % 

time commitments from key individuals 
 Funding – Identify $$$ needed for hiring or 

capital expenditure
 Resource – Identify virtual or full-time 

resources for DQ Project



Principles of ROI Development

 Principle 6 – Pick a data problem where 
the problem is apparent 
 Quantify the impact of bad data 
 Identify if the data is putting the 

organization’s goals at risk 



Principles of ROI Development

 Principle 7 – Establish Organization and 
structure 
 Understand downstream impact to teams 
 Define High-Level Data Governance 

structure with roles and responsibilities 
 Include suggestions regarding who should play 

the respective roles
 Define high-level modus-operandi
 Recommend Chief Data Steward



Chief Data Steward

Ref: Diby Malakar (TDAN Jan’06) - http://www.tdan.com/i035hy02.htm



Chief Data Steward becomes CDO

Ref: Diby Malakar (TDAN Jan’07) - http://www.tdan.com/i039hy04.htm



Principles of ROI Development

 Principle 8 – Build momentum around 
the state of DQ
 Ensure company is not in denial around the 

DQ problem
 Getting money for a unrecognized problem 

is difficult at best
 Have meetings 1 on 1 to communicate 

message prior to the ROI meeting
 Sync up with lowest level managers whose 

operations are impacted



Principles of ROI Development

 Principle 9 – Gather statistics from 
external sources around DQ benefits
 Eg: TDWI Data Quality Survey
 Eliminates ambiguity and raises awareness 

around DQ



Benefits of DQ - TDWI



Principles of ROI Development

 Principle 10 – ROI Model development is 
an ongoing effort
 ROI calculations and the ROI model itself 

need to be adjusted and refined at every toll 
gate of the Data Governance program

 Make financial analysis a living and 
changing part of the program

 Buy off on ROI is probably the most 
important task of the CDO



Principles of ROI Development

 Principle 11 – DQ Initiatives should 
almost always be tied to Compliance
 Tie it up with SOX Compliance and it will get 

all the attention
 As compliance is mandatory, there would be 

a higher willingness to pay for it 
 Couch it as an opportunity for improving the 

business instead of a “have to do” project



Principles of ROI Development

 Principle 12 – Pick a Pilot Project where 
results can be demonstrated quickly
 Project duration should be less than 2 

months 
 Manage scope throughout the project 
 Scale up the strategy slowly as the scope 

increases



Principles of ROI Development

 Principle 13 – Establish how you would 
measure progress using simple metrics 
to establish and sustain Quality SLA
 Use concepts like EIQ (Enterprise 

Information Quality Quotient) to measure 
success of program

 EIQ Trending (before and after) is very 
helpful



Principles of ROI Development

 Principle 14 – DQ Management 
Components should include reactive and 
pro-active components
 Show the mindset that the program will 

“react” to problems that already exist
 Show the mindset that the DQ program 

framework will diminish the potential for new 
problems to arise 

 Both mindsets are needed



Principles of ROI Development

 Principle 15 – Provide a high-level 
overview of DQ Methodology to be 
followed
 Business Objects’ DQ Methodology
 Larry English’s TIQM Methodology



BO DQ Methodology 



Alternate Financial ROI Metrics

 Payback Period. The amount of time 
required for the benefits to pay back the 
cost of the project

 Net Present Value (NPV). The value of 
future benefits restated in terms of 
today’s money

 Internal Rate of Return (IRR). The 
benefits restated as an interest rate



Financial ROI Metrics: Payback 
Period

 Formula: Investment/Cash Flow (Year) 
 =$1500/$1000 = 1.5 years

 Project Cost = $1,500, Yearly Savings = $1,000 

 Pros
 Easy to understand for most individuals

 Shorter the payback period better the investment

 Cons
 Does not properly account for the time value 

of money, inflation, risk, financing 



Financial ROI Metrics: NPV

 Formula: 
 Net Cash Flow = Benefits – Costs
 R = % Rate of return of comparable 

investment alternatives
 Pros

 Useful for financial appraisal of long-term 
projects

 Cons
 Calculations are a little involved



NPV - Example



Other Financial Valuations 

 Cost-Benefit Analysis 
 Includes issues other than cash such as 

time savings, loss of reputation, market 
penetration 

 Real Option Valuation
 Used to evaluate investments under 

conditions of uncertainty such as future 
product demand or future value of an asset



Other Financial Valuations  

 IRR (Internal Rate of Return)
 Calculates rate of return of a project with no 

assumptions around reinvestment of cash 
flows
 IF IRR > project's cost of capital, or hurdle rate, 

the project will add value for the company

 Modified IRR or Growth Rate of Return
 Similar to IRR but makes explicit 

assumptions about reinvestment of cash 
flows 

http://en.wikipedia.org/wiki/Cost_of_capital
http://en.wikipedia.org/wiki/Value_%28economics%29


Quality Metrics

“One size fits all” set of metrics is never a 
good solution…so customize

But…
 Don’t let team get too stuck on 

semantics
 Pick the top 5 quality metrics that are

 Most relevant to the organization
 Generally agreed upon 



Quality Metrics: All 



Quality Metrics: Consolidated 



EIQ: Definition 

 EIQ (Enterprise Information Quality) 
quotient is a …

 Single-valued enterprise level metric to 
measure state of DQ and IM (Information 
Maturity Level) 



Benefits of EIQ 

 EIQ progression can be used as a 
succinct measure by the Chief Data 
Steward
 To communicate the state of quality to 

senior management
 Provide comparative assessments over time

Management loves numbers!



EIQ Summary



EIQ Trending



Cost Categories – Hard Costs

 Hard Costs are those who effects can be 
estimated and/or measured
 Customer attrition 
 Error detection and rework 
 Error prevention 
 Customer service issues
 Delays in processing 
 Delayed or cancelled projects 



Cost Categories – Soft Costs

 Soft Costs are those that have an effect 
on productivity but are difficult to 
measure
 Difficulty in decision making 
 Organizational mistrust 
 Lowered ability to effectively compete 
 Lowered employee satisfaction 

Ref: David Loshin (Feb’02) -http://www.tdan.com/i023fe02.htm



Components of ROI Model 

 Category
 Problem
 Quantification of Business Impact
 Yearly Cost Incurred
 Revenue or Potential Value Lost 
 Total DQ Costs
 Estimated Funding
 ROI Metrics



ROI Model: Case Study



Q & A
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