
ROI Case Studies 
 
To work through the example cases, first download the Excel workbook online at 
www.eventdrivenmarketing.net. Open the file and look across the tabs at the bottom of 
the workbook to find the concerned exercise. When you click on it, you will find a 
spreadsheet looking similar to what you see in the book. 
 
The “answers” to the case questions can be downloaded at 
www.eventdrivenmarketing.net separately, so you can check your work and make sure 
you are using the formula properly.  

Break Even Exercise 

 

John Goodman is planning to do a birthday promotion to customers of a budget direct 
retail jeweler. John has reviewed past promotions that were similar, and within the 
customer list he expects a response rate of 3.0% (in this case response rate is considered 
to be an actual sale). The featured gift item sells for $100, which is the expected average 
order. John plans to send out a fairly elaborate mail piece, which will cost $1.75 with 
postage. The company will send each item in a gift wrapped box including a birthday 
card. 
 
John is concerned that given the cost of the mail piece, they might not be making a profit. 
He does not want to market to customers below break even.  
 
Start by entering the numbers below in the Break Even tab of the spreadsheet, to find the 
answers to the four questions below: 
 
Average Order: $100 
Cancels, bad Debt: 1%  
COGS %:  50%  
Fulfillment Cost: $7.00 (data entry, processing, gift wrap, card) 
Cost per Reach: $1.75  
  
Question 1: Would you say they are likely to break-even?  
 
Question 2: What is the break-even $ per name?  
 
Question 3: If John offered an item with a COGS of 75% instead and it increased the 
average gift (average order) to $175, would break-even response% go up or down? 
Would break-even $/name, go up or down? Assume Cancels, fulfillment, and Cost per 
Reach stay the same.  
 
Question 4: If you wanted the lowest break-even response rate, would you go with the 
$100 item with 50% COGS, or the $175 item with 75% COGS?  



 

Profitability by Campaign Exercise 

 

A furniture retailer runs a semi-annual sale directed at new, first time homebuyers. The 
marketing manager generate as much floor traffic as possible, but doesn’t apply 
profitability measures to the results. The business manager wants to bring some business 
discipline to the marketing numbers, and wants to “balance out” the skills of the 
marketing and sales team with greater financial discipline. 
 
Marketing has a budget of $50,000 to advertise for the upcoming sale. The ads 
themselves are well-designed ads and the marketing manger negotiates good deals with 
the local newspapers and radio stations. They spend $10,000 of the $50,000 creating new 
advertisements. That covers design, copyrighting, photography, and so on. This leaves 
$40,000 for placing the ads in the paper and on the radio. 
 
Because first time homebuyers are likely furniture buyers anyway, the business manager 
would like to get a relatively high 30% Contribution to profit and Overhead from the sale. 
 
You have come up with the following estimates based on results from past sales: 
 
Gross Sales:   $500,000 
Returns, Cancels, etc.:  5.00% 
COGS%:   50% 
Average Order:  $750 
Fulfillment Cost/order: $75 (delivery) 
 
Question 5: With these numbers will they meet or exceed the business manager’s goal?  
 
Question 6: The sales manager suggests we should place more ads. $40,000 only covers 
one newspaper ad a few radio stations, and with twice placement budget, they think they 
can get twice the sales. If printing and placement was doubled to $80,000 and sales also 
doubled to $1 million, would they meet or exceed the 30% goal? (No other numbers 
change) 
 
Question 7: Based on Question 6, do they make exactly twice the profit?  
 
Question 8: The Company’s chief accountant suggests they are spending too much 
creating new ads. He wants them to re-use some photos and make smaller changes. He 
wants to see if we can lower our design of advertising costs to $5,000. 
 
Going back to the numbers in Question 5 (sales $500,000, placement $40,000) if we 
could lower design of advertising to $5,000 without losing sales, would they meet or 
exceed the 30% goal?  



Sample Profitability of Multi-Step Campaigns Exercise 

 

You are part owner of a restaurant that offers a catered facility for wedding receptions. It 
is a very large facility, with an average reception selling for $20,000. 
 
A major marketing expense has been participating in bridal fairs. Few sales are made at 
each bridal fair, and it often takes several contacts with prospective brides and their 
families before they buy. This is causing a problem for the marketing department, 
because the Chief Operating Officer has realized that they don’t make enough sales after 
the first contact to the families they met at bridal fairs to justify the cost. The COO thinks 
going to bridal fairs is a waste of money and should be dropped. 
 
The sales manager argues that most brides and their families require a series of contacts 
before they will buy. The bride has to have her questions answered so she will specify 
our facility. We have to get the approval of the family, who is often paying for the 
reception. We have to work out terms and prices with each buyer. So we rarely make a 
sale at a bridal fair, and it often takes months of re-contacts. Only on rare occasion do 
they buy right away, or without going through the entire decision process.  
 
Currently, all prospects gathered at trade shows get the following contacts: 
Initial: Call to qualify their needs, gather information, and determine best things to offer  
2nd Contact: Menu, brochure, and small food samples 
3rd Contact: Follow-up call to talk with bride and family 
4th Contact: Specific offer geared to their needs 
5th Contact: Negotiate with buyer 
 
For the sake of simplicity we will assume that an order requires all five contacts and no 
purchases are made before the 5th contact. Along the way customers will however drop 
out and decide not to be interested in the companies services. Note: the Drop Out Rate is 
the percentage of customers contacted in a specific phase that do not wish another 
contact. The cost per contact and drop-out rate per contact can be found in the table 
below. Customers remaining after the 5th contact will make a purchase. 
 

 Cost of Contact Drop Out Rate 

Initial Contact: $10.00 0% 

2
nd

 Contact: $15.00 20% 

3
rd

 Contact: $7.50 15% 

4
th
 Contact: $5.00 20% 

5
th
 Contact: $25.00 20% 

 
You are the CFO and want to determine whether or not the sales manager has a valid 
argument. After gathering and analyzing the data, you have come up with the following 
numbers: 
 
Bridal Fair (Advertising) Cost: $50,000 
Prospects per Bridal Fair:  50 



Cost to Data Enter:   $5.00 per name 
Average Sale:    $20,000 
COGS:     75% 
Returns, Cancel, Bad Debt, etc: 2% 
Fulfillment Cost   $250.00 
 
You will side with the sales manager if they have at least broken even on bridal fairs by 
the 5th contact. But, if bridal fairs still don’t cover their costs by then, you will side with 
the COO. 
 
Question 9: Do you agree that bridal fairs are covering their costs by the 5th contact?  
 
Question 10: What would your answer be if we gathered only 25 names per trade show?  
 
Question 11: Would your answer to question 10 be different if entry cost of names was 
$1.00 and not $5.00?  

Sample Lifetime Value Exercise 

 
This exercise uses a method of calculating Lifetime Value that differs from the approach 
in the example in chapter 6.  One item requiring explanation in the Lifetime Value 
formula used in this calculation is Response Rate per Contact. Where it says “per year”, 
Year One is the first year they are a customer, Year Two is the second year, and Year 
Three is the third year. It is NOT their “recency” or year or most recent activity. The 
response generally goes down over time, because some customers go away each year 
(even though your best customers stay.)  
The Response Rate per Contact is set up that way so marketers can vary the number of 
contacts per year, which is useful when customers are all contacted the same number of 
times per year, or when customers could be contacted more frequently.   
 
To determine or estimate response rate per contact, you will need to determine response 
rates for all the customers first acquired in the most recent year, 1-2 years ago, and 2-3 
years ago. Since the day a customer first made a purchase is usually tagged in their 
customer record, it may be difficult to do this – but not impossible! 
 
The owner of a toddler and young children’s clothing cataloger is concerned that the 
company is spending too much to acquire new customers. Customers tend to out-grow 
their offerings by the time they enter grade school, so if they acquire parents of a 
newborn or 1 year old, they only have a few years to sell them products. 
 
The manager of the finance department looked at the numbers for customer behavior over 
time. With access to sales records, the costs of marketing campaigns, and the frequency 
of marketing campaigns, they have come up with the following numbers to put into a 
lifetime value calculation: 
 
Cost to Reach a prospect: $1.00 



Average Prospect Response Rate: 0.90% (Avg. response to prospecting efforts)  
 
Based on these figures, the acquisition costs for a new customer can be calculated. 
 
Average Initial Order: $80.00 
Average COGS %: 47% 
Initial Fulfillment Cost: $7.00 
 
With these figures the profit on the initial sale and the intial investment per customer can 
be calculated. 
 
Cost to Reach A Customer: $0.95 
Number of Customer Contacts per year: 12 
 
With these figures the annual marketing costs can be calculated. 
 
Response Rate per Contact from 
 
1st Year Customers: 18% (per each contact, 1st year customers) 
2nd Year Customers: 15% (per each contact, 2nd year customers) 
3rd Year Customers: 10% (per each contact, 3rd year customers) 
 
Since they have a limited time horizon as a customer, only a 3-year window will be 
considered. 
 
Average Repeat Order: $85.00 
Fulfillment Cost: $5.60 
Discount Rate: 20%  (represents required return, should exceed return on equity, plus risk 
factor) 
 
Question 12: How much more do they spend on advertising to gain a new customer 
compared to what we make on the first sale, on average? In other words, what is their 
initial investment per customer?  
 
Question 13: Do they make back the loss over time, given a time value of money of 20%?  
 
Question 14: Do they make back the loss in less than one year or more than one year, not 
counting time value of money? In other words, does Profit Per Customer in Year One 
exceed Initial Investment Per Customer or not?  

Payback Period Exercise 

 

The marketing manager of a financial services provider is planning a campaign to 
generate leads for their intermediaries. Business to business customers will receive a 
simple mailing (costs $1 per piece) that invites them to visit a web site and calculate their 
monthly fee when financing their next investment by leasing. The online calculator 



features a form that customers can fill out to be visited by an account manager of their 
local intermediary. Non-response of the mailing is called by a telemarketing call center 
(costs $8 per call). The whole campaign is managed by the company’s database 
management agency at a project management fee of $15,000.  
 
The CFO has given the marketing department the goal of recouping any acquisition 
investment within 10 months. He has also calculated that the annual profit gained from a 
lease contract of the concerned target group is $1000 (after deducting the commission for 
the intermediary). A selection from the database proves that 10.000 customers fall within 
the criteria of the target group. 
 
Participating intermediaries will pay a contribution of $5 per customer. These 
contributions are deducted from the campaign costs when calculating the pay-back 
period. Since the sales staff of the intermediaries makes the visits, these costs are not 
included in the payback period calculation. 
 
From experience the marketing manager expects to get a 2% response from the mailing 
and another 8% from the telemarketing follow-up. 
 
Question 15: Based on these assumptions, will the marketing manager be able to run the 
campaign according to the CFO’s pay back period goal? 
 
Question 16: The marketing manager doubts if all intermediaries will participate when 
they need to pay a contribution of $5 per customer. He suggests lowering the contribution 
to $2 per customer. Will the payback period goal still be reached under these 
circumstances? 
 
Question 17: Instead of decreasing the contribution per customer the company decides to 
go ahead as planned. Unfortunately the marketing manager was right. A substantial 
number of intermediaries do not participate in the campaign and only 4,000 customers are 
reached. Does the campaign still meet the payback period goal?  



Answers 
 
Question 1: No, the break-even response rate is 4.12%, which is above the expected 3%. 
 
Question 2: $4.08 
 
Question 3: Break Even Response % goes up to 4.82%, Break Even $ per Name goes up 
to $8.35. 
 
Question 4: You’d go with the $100 item, 4.12% is lower than 4.82%. 
 
Question 5: No, Contribution to Profit and Overhead is 28.95% of sales. 
 
Question 6: Yes, they just meet it. 
 
Question 7: No, they make more than twice as much – since fixed costs are not repeated. 
 
Question 8: They would just meet it. 
 
Question 9: Yes, you make $840.12  per lead. 
 
Question 10:  No, you’d lose $159.88 per Request Name. 
 
Question 11: No, you’d still loose $155.88 per name. 
 
Question 12: $111.11 Acquisition Cost per Customer minus $35.40 Profit on initial Sales 
equals $75.71 Initial Investment (Loss) per customer. 
 
Question 13: Yes, they exceed an even return by $47.99. 
 
Question 14: No, Initial Investment is $75.71, Future Value of Profit from Year One is 
only $61.51. 
 
Question 15: Yes, under these circumstances the campaign pays for itself within 6,5 
months, well within the 10 month goal. 
 
Question 16:  No, the payback period is now slightly higher with 10,2 months. 
 
Question 17: Yes, although less contracts are closed the campaign still has a payback 
period of 9,3 months. 
 


