ROI Equations

                                                        Amount spent on marketing
               ROI on Marketing Spend (%) =               Increase in revenue
                                                                       (current revenue – baseline revenue)

Assuming you can attribute 100% of change in revenue to your marketing efforts, this formula goes a long way.  Unfortunately, there are limitless reasons as to why your revenue may increase or decrease and, in many cases, the reasons cannot be measured.  At least not until after you have noticed the change in revenue.
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A more accurate way to use revenue as a tool to gauge your marketing efforts is to look at revenue earned on new clients only.  First you would determine the source from where you attained your prospective clients and then you would calculate the revenue the new clients generate and compare it with the amount spent on the marketing that brought in the client/s.  This can be seen in formula 1.16 below.

[bookmark: _Toc464567828] Formula 1.29 ROI on marketing based upon revenue from new clients traced to marketing efforts

                                                          Amount spent on marketing
            ROI on Marketing Spend (%) =     Amount collected from new client/s
                                                                          (projected to include future earnings)

In the second formula, we need to not only include revenue collected from the new clients but also any remaining uncollected revenue tied to the current agreement or engagement. To carry this one step further, you may want to calculate the average amount earned per client for subsequent business.

As you can see, there are several variables that skew the accuracy of your measurements.  In addition, the tools thus far assume you have gained a client and have collected fees or payments.  In many cases, if you are waiting to measure your success until after you have clients, you are waiting way too long.

To measure your efforts from the start, you need to come up with a method of tracking results.  This method will vary depending on what type of marketing you are conducting.  

