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Executive Summary 
Domo commissioned Forrester Consulting to conduct a Total 
Economic Impact™ (TEI) study and examine the potential 
return on investment (ROI) that enterprises may realize by 
deploying its business optimization platform. The purpose of 
this study is to provide readers with a framework to evaluate 
the potential financial impact of Domo on their organizations. 
Domo provides a platform that integrates data with user-
friendly and collaborative capabilities so that everyone in an 
organization can act using real-time information. 

To better understand the benefits, costs, and risks associated 
with using Domo, Forrester interviewed four customers with 
multiple years of experience using Domo. The organizations 
included companies in media and entertainment, oil and gas, 
and telecommunications. 

Prior to Domo, each of the customers employed dozens of 
analysts using traditional business intelligence tools to create 
hundreds of monthly reports to help inform decision-makers 
about business operations. The monthly cycle of collecting data, running analytics, and publishing reports was an 
established routine that each organization replaced with a real-time business optimization platform that provided decision-
makers with drill-down data and enabled team collaboration.  

Using Domo, decision-makers used real-time data and team input to make immediate decisions. One example was a media 
and entertainment company that was able to reallocate advertising dollars between television and online channels during a 
broadcasting event. Each of the four companies realized significant benefits. The director of business intelligence at the oil 
and gas company said: “Now that we have Domo, we are light years ahead of anything that we had before. Domo is 
completely interactive and graphical, and it catches people’s eyes.” 

DOMO INCREASES REVENUE BY MILLIONS OF DOLLARS PER YEAR 

Forrester’s interviews with four existing customers and subsequent financial analysis found that a composite organization 
based on these interviewed organizations experienced the risk-adjusted ROI, benefits, and costs shown in Figure 1. The 
composite organization analysis points to benefits of more than $7.4 million versus costs of more than $1.8 million, adding up 
to a net present value (NPV) of more than $5.5 million. 

FIGURE 1 

Financial Summary Showing Three-Year Risk-Adjusted Results 

ROI: 
294% 

Benefits PV: 
>$7.4 million 

Costs PV: 
>$1.8 million 

Payback: 
<1 month 

Source: Forrester Research, Inc. 

Domo’s business optimization platform helps 
decision-makers access data in real time and 
make more rapid business decisions. 
 
The benefits for a composite organization, based 
on customer interviews, are: 
 

 Increased revenue and profit by 
optimizing real-time data: $2.1 million. 

 Reduced cost of company operations:  
$2 million. 

 Productivity savings with self-service: 
$4.9 million. 
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› Benefits. The composite organization experienced the following risk-adjusted benefits that represent those experienced by 
the interviewed companies: 

• Increased revenue by optimizing real-time data. Using real-time data from Domo, executives reallocated 
advertising dollars between television and online channels, which increased the revenue by $12 million per year. At 
a profit margin of 7%, the increase provided $714,000 per year and more than $2.1 million in profit over three years. 

• Reduced company operations costs from improved visibility. The organization used Domo to dig into mobile 
phone bills for tens of thousands of employees and eradicate expensive habits. Within six months, the organization 
reduced the cost of mobile phones by more than 50%, which resulted in savings of more than $2.1 million over three 
years. 

• Productivity savings with self-service capabilities. Because decision-makers can largely use Domo on their 
own, the organization assigned dozens of analysts to other work and eliminated hundreds of regular reports that it 
previously created and distributed around the company. By the end of the third year, the organization avoided the 
need for 31 analysts, resulting in a savings of more than $4.9 million over three years. 

› Costs. The composite organization experienced the following risk-adjusted costs: 

• Cost to license Domo. The organization licensed Domo for 100 users in the first year and expanded usage to 200 
and 400 users in years 2 and 3, respectively. The total cost for implementation and licensing over three years totaled 
$1,925,000.  

• Cost of staff to help users adapt to Domo. The organization assigned one staff member to become an expert in 
Domo and to help users learn to create their own data cards. The cost totaled $ $393,750 over three years.  

Disclosures 
The reader should be aware of the following: 

› The study is commissioned by Domo and delivered by Forrester Consulting. It is not meant to be used as a competitive 
analysis. 

› Forrester makes no assumptions as to the potential ROI that other organizations will receive. Forrester strongly advises 
that readers use their own estimates within the framework provided in the report to determine the appropriateness of an 
investment in Domo. 

› Domo reviewed and provided feedback to Forrester, but Forrester maintains editorial control over the study and its findings 
and does not accept changes to the study that contradict Forrester's findings or obscure the meaning of the study.  

› Domo provided the customer names for the interviews but did not participate in the interviews. 



 

 

  5 

TEI Framework And Methodology 

INTRODUCTION 

From the information provided in the interviews, Forrester constructed a Total Economic Impact (TEI) framework for those 
organizations considering implementing Domo. The objective of the framework is to identify the cost, benefit, flexibility, and 
risk factors that affect the investment decision, to help organizations understand how to take advantage of specific benefits, 
reduce costs, and improve the overall business goals of winning, serving, and retaining customers. 

APPROACH AND METHODOLOGY 

Forrester took a multistep approach to evaluate the impact that Domo can have on an organization (see Figure 2). 
Specifically, we: 

› Interviewed Domo marketing, sales, and/or consulting personnel, along with Forrester analysts, to gather data relative to 
the marketplace for business intelligence platforms. 

› Interviewed four organizations currently using Domo to obtain data with respect to costs, benefits, and risks. 

› Designed a composite organization based on characteristics of the interviewed organizations. 

› Constructed a financial model representative of the interviews using the TEI methodology. The financial model is 
populated with the cost and benefit data obtained from the interviews as applied to the composite organization. 

› Risk-adjusted the financial model based on issues and concerns the interviewed organizations highlighted in interviews. 
Risk adjustment is a key part of the TEI methodology. While interviewed organizations provided cost and benefit 
estimates, some categories included a broad range of responses or had a number of outside forces that might have 
affected the results. For that reason, some cost and benefit totals have been risk-adjusted and are detailed in each 
relevant section. 

Forrester employed four fundamental elements of TEI in modeling Domo: benefits, costs, flexibility, and risks. 

Given the increasing sophistication that enterprises have regarding ROI analyses related to IT investments, Forrester’s TEI 
methodology serves to provide a complete picture of the total economic impact of purchase decisions. Please see Appendix 
A for additional information on the TEI methodology. 

FIGURE 2 

TEI Approach 

 

 
Source: Forrester Research, Inc. 

Perform 
due diligence

Conduct 
customer 
interviews

Design 
composite 

organization

Construct 
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model using 
TEI framework

Write 
case study
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Analysis 

COMPOSITE ORGANIZATION 

For this study, Forrester conducted a total of four interviews with representatives from the following companies, which are 
Domo customers based in the US: 

› Media and entertainment company No. 1. The company provides major entertainment events and spends advertising 
dollars across multiple channels, including television and online. The organization used Domo to provide real-time data 
about the impact of advertising dollars during events and allowed decision-makers to adjust spending per channel during 
events. The net result was a significant improvement in revenue (and net profit) from advertising. 

› Media and entertainment company No. 2. This organization creates entertainment content and provides the content to 
consumers. The biggest benefit reported by the director of business intelligence was a significant reduction in the number 
of analysts required to support internal reporting. 

› Oil and gas services firm. The company works within the 
exploration and extraction segment of the oil and gas industry. 
It used Domo to optimize the utilization rate for tens of 
thousands of consulting employees around the globe and also 
to ascertain the root cause of problems that were resulting in 
excessive mobile phone bills. 

› Telecommunications provider. This telco provider is relatively 
new to using Domo, but it has already displaced more than 250 
monthly reports that were previously developed and distributed 
by dozens of analysts.  
 

Based on the interviews, Forrester constructed a TEI framework, 
a composite company, and an associated ROI analysis that 
illustrates the areas financially affected.  

The composite organization that Forrester synthesized from these 
results represents an organization with the following 
characteristics: 

› Spends regularly on advertising for television and online channels. 

› Employs dozens of analysts who analyze performance data and generate reports. 

› Generates hundreds of reports monthly that inform company decision-makers. 
 

 

  

“Now that we have Domo, we 
are light years ahead of 
anything that we had before. 
Domo is completely interactive 
and graphical, and it catches 
people’s eyes.” 
~ Director, business intelligence, oil and gas 
company 
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INTERVIEW HIGHLIGHTS 

Although the four companies that Forrester interviewed had diverse business operations, each of them realized a similar set 
of benefits from using Domo. Specifically, each organization was able to put real-time data into the hands of decision-makers 
who made better and faster decisions that increased company revenue or reduced operational costs. 

Situation 

The composite organization faced the typical challenge of getting 
information from reports into the hands of decision-makers in a 
way that enabled executives to make an impact on operations. 
Although the organization employed dozens of analysts who 
created hundreds of monthly reports, it struggled because: 

› Information about business decisions came too late to allow for 
any real- or near-time changes. 

› Data was too complex and buried in myriad reports that 
prevented drill-down or investigative analysis by users. 

› Reliance on analysts to generate reports added a layer of 
complexity to making decisions.  

Solution 

The composite organization selected Domo for its ability to provide a business intelligence platform that gives users a simple, 
drill-down user interface and the ability to create their own custom data views. The organization built a proof-of-concept 
implementation and then rolled out the new interface to business decision-makers. As word spread about the new 
capabilities, the number of users doubled year over year for several years. 

Results 

The interview revealed that: 

› Executives were able to make decision with real-time data 
that improved revenue. Giving decision-makers access to real-
time data changed the way that they make and manage 
decisions and allowed them to better optimize revenue.  

› Domo’s drill-down capabilities allowed executives to resolve 
problems using insights that were previously buried in the 
data. Understanding data more precisely allowed executives to 
pinpoint ways to optimize resources, manage costs, and manage 
more effectively overall. 

› The simple structure of configuring Domo allowed users to 
begin solving more complex problems by modifying their 
own data. After some initial experience using Domo, decision-
makers became comfortable making minor changes to the data sources that fed into their graphical interface, allowing 
them to examine problems differently and dig into questions more deeply without the intervention of data specialists or 
supporting analysts. 

  

“We are now able to very 
quickly iterate our plans, 
making real-time decisions.” 
~ Business intelligence manager, 
telecommunications company 

“Prior to using Domo, the team 
was sending upwards of 250 
emails every day, which 
contained multiple PDFs.” 
~ Director, business intelligence, oil and gas 
company 
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BENEFITS 

The composite organization experienced a number of quantified benefits in this case study: 

› Increased revenue by optimizing real-time data. 

› Reduced company operations costs from improved visibility. 

› Productivity savings with self-service capabilities. 

Increased Revenue By Optimizing Real-Time Data 

The composite organization manages hundreds of entertainment events per year. During those events, the 
organization allocates advertising dollars between multiple channels, the two largest being traditional television 
and online channels. Before using Domo, the organization would receive reports after an event. By using Domo, 
it received real-time results during an event, which allowed executives to reallocate dollars between channels to 
optimize results. The impact was an average of $100,000 per event for 120 events per year, for a total of $36 
million. Using a profit margin of 7%, the resulting profit was more than $2.5 million over three years. 

Although each of the four companies that Forrester interviewed realized the impact in different ways, each of 
them enjoyed substantive results, often in the amount of 10 times their investment with Domo. Since companies 
are likely to experience a significant benefit, but in a variety of ways, Forrester risk-adjusted this benefit 
downward by 15%. The risk-adjusted total benefit resulting from increased revenue using real-time data over the 
three years was more than $2.1 million. See the section on Risks for more detail. 

TABLE 1 

Increased Revenue By Optimizing Real-Time Data 

Ref. Metric Calculation Year 1 Year 2 Year 3 

A1 Number of broadcast events  120 120 120 

A2 Average increase in revenue per event  $100,000 $100,000 $100,000 

A3 Total increase in revenue A1*A2 $12,000,000 $12,000,000 $12,000,000 

A4 Profit margin  7% 7% 7% 

At 
Profit from increased revenue by optimizing 
real-time data 

A3*A4 $840,000 $840,000 $840,000 

 Risk adjustment    15%   

Atr 
Profit from increased revenue by optimizing 
real-time data (risk-adjusted) 

 $714,000  $714,000 $714,000 

Source: Forrester Research, Inc. 

  



 

 

  9 

Reduced Company Operations Costs From Improved Visibility 

In addition to enhancing revenue, using Domo allowed the composite organization to reduce its operating costs. 
Before using Domo, the organization had only aggregated information about mobile phone usage for tens of 
thousands of employees scattered around the world. By placing the information into Domo, executives were able 
to pinpoint employees with spending anomalies and encourage them to change their behavior. As a result, within 
a period of six months during Year 1, the organization reduced mobile phone costs by 50%. The total savings 
over three years was more than $2.2 million. 

Forrester believes that most organizations will be able to diagnose operations and reduce costs; thus, this benefit 
was risk-adjusted and reduced by 5%. The risk-adjusted total benefit resulting from reduced operating costs over 
the three years was more than $2.1 million. 

TABLE 2 

Reduced Company Operations Costs From Improved Visibility 

Ref. Metric Calculation Year 1 Year 2 Year 3 

B1 Previous mobile phone costs per year  $1,775,000 $1,775,000 $1,775,000 

B2 Savings per year  $443,750 $887,500 $887,500 

Bt 
Reduced company operations costs from 
improved visibility 

B1-B2 $443,750 $887,500 $887,500 

 Risk adjustment    5%   

Btr 
Reduced company operations costs from 
improved visibility (risk-adjusted) 

 $421,563  $843,125 $843,125 

Source: Forrester Research, Inc. 
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Productivity Savings With Self-Service Capabilities 

The most common benefit among the four companies interviewed was a savings in the number of analysts 
required to support decision-makers. Prior to using Domo, the composite organization averaged nine analysts 
per 100 executives. The analysts generated regular reports and supported executive requests for custom 
research. After implementing Domo, the same executives required only one analyst for support, allowing 
company analysts to extend the reach of supporting company decision-makers. Overall, based on the interviews, 
the organization was able to support more than 13 times the number of users with the same number of analysts. 
For modeling purposes, Forrester assumed that the organization had 100 decision-makers in Year 1, followed by 
200 and 400 users in years 2 and 3, respectively, resulting in a total cost over three years of $5.5 million. 

The degree to which readers will experience this benefit will depend on the current staffing of analysts. Forrester 
risk-adjusted this benefit downward by 10%. The risk-adjusted total benefit resulting from the reduced number of 
required analysts over the three years was more than $4.9 million. 

TABLE 3 

Productivity Savings With Self-Service Capabilities 

Ref. Metric Calculation Year 1 Year 2 Year 3 

D1 Number of decision-makers using Domo  100 200 400 

D2 Analysts required to generate reports  9 17 34 

D3 Analysts required after using Domo  1 1 3 

D4 Headcount saved D2-D3 8 16 31 

D5 Averaged burdened salary  $100,000 $100,000 $100,000 

Dt 
Productivity savings with self-service 
capabilities 

D4*D5 $800,000  $1,600,000 $3,100,000 

 Risk adjustment    10%   

Dtr 
Productivity savings with self-service 
capabilities (risk-adjusted) 

 $720,000  $1,440,000 $2,790,000 

Source: Forrester Research, Inc. 
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Total Benefits 

Table 4 shows the total of all benefits across the three areas listed above, as well as present values (PVs) discounted at 
10%. Over three years, the composite organization expects risk-adjusted total benefits to be a PV of more than $7.4 million. 

TABLE 4 

Total Benefits (Risk-Adjusted) 

Ref. Benefit Initial Year 1 Year 2 Year 3 Total 
Present 
Value 

Atr 
Profit from increased 
revenue by optimizing 
real-time data 

$0  $714,000  $714,000  $714,000  $2,142,000 $1,775,612 

Btr 
Reduced company 
operations costs from 
improved visibility 

$0  $421,563  $843,125  $843,125  $2,107,813 $1,713,488 

Ctr 
Productivity savings 
with self-service 
capabilities 

$0  $720,000  $1,440,000  $2,790,000  $4,950,000 $3,940,796 

 Total benefits $0  $1,855,563  $2,997,125  $4,347,125  $9,199,813 $7,429,897 

Source: Forrester Research, Inc. 
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COSTS 

The composite organization experienced two costs associated with Domo:  

› Cost of licensing and implementing Domo. 

› Cost of staff to help users adapt to Domo.  

These represent the mix of internal and external costs experienced by the composite organization for initial planning, 
implementation, and ongoing maintenance associated with the solution. 

Cost Of Licensing And Implementing Domo 

The composite organization paid a total of $1.75 million over three years, which included implementation and 
configuration; a platform fee; and pricing for the additional 100, 200, and 400 users over the three years. The 
organization also paid additional fees to have some of its data refreshed more frequently. Because pricing varies 
based on a number of variables, Forrester risk-adjusted the cost up by 10%, resulting in a risk-adjusted cost over 
three years of $1,925,000.  

TABLE 5 

Cost Of Licensing And Implementing Domo 

Ref. Metric Calculation Initial Year 1 Year 2 Year 3 

D1 
Implementation and 
configuration 

 $100,000    

D2 Platform fee   Waived Waived Waived 

D3 Domo licensing   $270,000 $480,000 $900,000 

Dt 
Cost of licensing and 
implementing Domo 

D1+D2+D3 $100,000 $270,000  $480,000 $900,000 

 Risk adjustment   10%    

Dtr 
Cost of licensing and 
implementing Domo  
(risk-adjusted) 

 $110,000 $297,000  $528,000 $990,000 

Source: Forrester Research, Inc. 
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Cost Of Staff To Help Users Adapt To Domo 

Decision-makers found Domo intuitive and easy to use, but as they make initial discoveries, they inevitably want 
to dig deeper or look at problems that require additional manipulation of the data. The organization found it useful 
to dedicate an employee — dubbed a majordomo by Domo customers — to teach decision-makers how to 
manage data cards and enable them to configure their own data. The cost of one senior-level analyst to function 
as a majordomo cost $125,000 per year. Forrester found that this variable was highly consistent across the 
interviewed companies and risk-adjusted the cost up by 5%, resulting in a risk-adjusted cost over the three years 
of $393,750. 

TABLE 6 

Cost Of Staff To Help Users Adapt To Domo 

Ref. Metric Calculation Initial Year 1 Year 2 Year 3 

E1 One dedicated employee    1 1 1 

E2 Burdened salary   $125,000 $125,000 $125,000 

Et 
Cost of staff to help users adapt 
to Domo 

E1*E2  $125,000  $125,000 $125,000 

 Risk adjustment   5%    

Etr 
Cost of staff to help users adapt 
to Domo (risk-adjusted) 

  $131,250  $131,250 $131,250 

Source: Forrester Research, Inc. 

Total Costs 

Table 7 shows the total of all costs as well as associated present values, discounted at 10%. Over three years, the 
composite organization expects costs to total a net present value of more than $1.8 million. 

TABLE 7 

Total Costs (Risk-Adjusted) 

Ref. Cost Initial Year 1 Year 2 Year 3 Total 
Present 
Value 

Dtr 
Cost of licensing and 
implementing Domo 

$110,000 $297,000 $528,000 $990,000 $1,925,000 $1,560,165 

Etr 
Cost of staff to help 
users adapt to Domo 

$0 $131,250 $131,250 $131,250 $393,750 $326,399 

 Total costs $110,000 $428,250 $659,250 $1,121,250 $2,318,750 $1,886,565 

Source: Forrester Research, Inc. 
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FLEXIBILITY 

Flexibility, as defined by TEI, represents an investment in additional capacity or capability that could be turned into business 
benefit for some future additional investment. This provides an organization with the “right” or the ability to engage in future 
initiatives but not the obligation to do so. There are multiple scenarios in which a customer might choose to implement Domo 
and later realize additional uses and business opportunities. Flexibility would also be quantified when evaluated as part of a 
specific project (described in more detail in Appendix A). 

The ability of Domo to provide decision-makers with an easy-to-use, drill-down, self-service tool for analyzing data creates a 
fundamental change for companies. While this study outlines the benefits of real-time data and the ability to analyze complex 
data sets, Forrester did not quantify the benefit of making better and faster decisions. This pattern compounds year over year 
as better decisions lead to new opportunities that were previously unattainable. In economic terms, the element of velocity is 
a benefit that buyers realized from using Domo that is not quantified in this study; however, readers should consider this as a 
strategic benefit of an investment in Domo. 

RISKS 

Forrester defines two types of risk associated with this analysis: “implementation risk” and “impact risk.” Implementation risk 
is the risk that a proposed investment in Domo may deviate from the original or expected requirements, resulting in higher 
costs than anticipated. Impact risk refers to the risk that the business or technology needs of the organization may not be 
met by the investment in Domo, resulting in lower overall total benefits. The greater the uncertainty, the wider the potential 
range of outcomes for cost and benefit estimates.  

Quantitatively capturing implementation risk and impact risk by directly adjusting the financial estimate results provides more 
meaningful and accurate estimates and a more accurate projection of the ROI. In general, risks affect costs by raising the 
original estimates, and they affect benefits by reducing the original estimates. The risk-adjusted numbers should be taken as 
“realistic” expectations since they represent the expected values considering risk.  

Table 8 shows the values used to adjust for risk and uncertainty in the cost and benefit estimates for the composite 
organization. Readers are urged to apply their own risk ranges based on their own degree of confidence in the cost and 
benefit estimates. 

TABLE 8 

Benefit And Cost Risk Adjustments 

Benefits Adjustment 

Profit from increased revenue by optimizing real-time data  15% 

Reduced company operations costs from improved visibility  5% 

Productivity savings with self-service capabilities  10% 

Costs Adjustment 

Cost of licensing and implementing Domo  10% 

Cost of staff to help users adapt to Domo  5% 

Source: Forrester Research, Inc.  
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Financial Summary 
The financial results calculated in the Benefits and Costs sections can be used to determine the ROI, NPV, and payback 
period for the composite organization’s investment in Domo. Table 9 below shows the risk-adjusted ROI, NPV, and payback 
period values. These values are determined by applying the risk-adjustment values from Table 8 in the Risks section to the 
unadjusted results in each relevant cost and benefit section. 

FIGURE 3 

Cash Flow Chart (Risk-Adjusted) 

 

Source: Forrester Research, Inc. 

 

TABLE 9 

Cash Flow (Risk-Adjusted) 

Initial Year 1 Year 2 Year 3 Total 
Present 
Value 

Costs ($110,000) ($428,250) ($659,250) ($1,121,250) ($2,318,750) ($1,886,565)

Benefits $0  $1,855,563 $2,997,125 $4,347,125 $9,199,813 $7,429,897 

Net benefits ($110,000) $1,427,313 $2,337,875 $3,225,875 $6,881,063 $5,543,333 

ROI 294%

Payback period 0.9 months

Source: Forrester Research, Inc. 
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Domo: Overview 
The following information is provided by Domo. Forrester has not validated any claims and does not endorse Domo or its 
offerings.  

Domo helps every employee — from the CEO to the front-line worker — optimize business performance by connecting them 
to the right data and people they need to improve results. The company is backed with more than $500 million from the 
world’s most respected investors and is led by a management team with tenure at the world’s most well-known technology 
companies. For more information, visit www.domo.com. You can also follow Domo on Twitter, Facebook, LinkedIn, Google+, 
Instagram, and Pinterest.  
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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. TEI assists technology vendors in winning, serving, and retaining 
customers. 

The TEI methodology consists of four components to evaluate investment value: benefits, costs, flexibility, and risks.  

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 form 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. 

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. However, having the ability to capture that benefit has a PV that can be 
estimated. The flexibility component of TEI captures that value. 

RISKS 

Risks measure 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 risk factors are based on a probability density function known as 
“triangular distribution” to the values entered. At a minimum, three values are calculated to estimate the risk factor around 
each cost and benefit.  
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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. Companies set 
their own 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 organizations 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 NPV of cash flows.  

Payback period: The breakeven point for an investment. This is 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. ROI is calculated by dividing 
net benefits (benefits minus costs) by costs. 

A NOTE ON CASH FLOW TABLES 

The following is a note on 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 at the end of the year. PV calculations are calculated for each 
total cost and benefit estimate. NPV calculations are not calculated until the summary tables are the sum of the initial 
investment and the discounted cash flows in each year. 

Sums and present value calculations of the Total Benefits, Total Costs, and Cash Flow tables may not exactly add up, as 
some rounding may occur.  

TABLE [EXAMPLE] 

Example Table 

Ref. Metric Calculation Year 1 Year 2 Year 3 

      

Source: Forrester Research, Inc. 

 


