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Executive Summary

Institutional knowledge management is often treated as an administrative improvement rather than a measurable business
investment. That makes projects difficult to prioritize, fund and evaluate. The problem is not that knowledge work lacks
economic value. The problem is that the value is distributed across thousands of small events: repeated questions, slow
onboarding, duplicated research, avoidable mistakes, delayed decisions and dependence on a few experienced
employees.

This whitepaper provides a practical framework for converting those events into measurable financial outcomes. It
separates benefits into four categories: productivity recovery, onboarding acceleration, error and rework reduction, and
continuity risk reduction. It also distinguishes hard-dollar savings from capacity gains, because time saved does not
automatically become cash unless leadership deliberately converts it into higher output, reduced overtime, lower hiring
demand or reassigned capacity.

The model is designed for small and mid-sized organizations implementing a governed knowledge hub, including systems
built with Microsoft 365, SharePoint, Teams and Al-assisted retrieval. It includes formulas, measurement methods, sample
calculations, baseline questions, a benefits register and a 90-day validation plan.

Core principle: calculate ROI from observed operational events, not from broad claims about Al or
knowledge management.

1. Why Knowledge ROI Is Usually Underestimated

Knowledge friction rarely appears as a single expense line. It appears as employees searching through folders, interrupting
experienced staff, recreating documents, giving inconsistent answers, delaying approvals or learning through preventable
mistakes. Each event may look minor. Across a workforce and a full year, the cumulative cost can be substantial.

Traditional ROI models also miss the cost of concentration. When one employee is the only reliable source for a process,
the organization carries operational risk even if that person has not left. A useful model must therefore measure both
recurring inefficiency and exposure to disruptive events.

Pixeldust | Institutional Knowledge Management



2. The Four-Part Value Model

Value category What is measured Typical evidence

Productivity recovery Time spent searching, asking, verifying and recresdearch logs, employee surveys, time studies
Onboarding acceleration Time required to reach independent performance Manager estimates, training records, time-to-proficiency
Error and rework reductioMistakes caused by missing, outdated or conflictingonfectiaatircallbacks, reopened work, incident records

Continuity risk reduction Exposure created by key-person dependency andRisl@zsessiteehpspsassession plans, dependency maps

3. Productivity Recovery

Productivity recovery is the easiest category to measure and the easiest to exaggerate. The basic calculation multiplies the
number of employees affected by the time lost per employee, the frequency of the event and the fully loaded hourly cost.

Annual search cost = Employees x Minutes lost per day x Working days x Loaded hourly cost / 60

Example: 40 employees each spend 18 minutes per day locating procedures, checking which document is current or
asking another employee for clarification. At 230 working days and a loaded hourly cost of $38, the annual cost is
approximately $104,880.

Do not assume the entire amount becomes savings. A knowledge hub may reduce search time by 35% to 70%, but the
economic treatment depends on what happens to the recovered time. Use one of three classifications:

e Hard-dollar savings: reduced overtime, contractor expense, headcount growth or external support costs.
e Capacity value: more work completed by the existing team without adding labor.

e Service value: faster response, shorter cycle time, better customer or employee experience.

4. Onboarding Acceleration

Onboarding value comes from reducing the period during which a new employee depends heavily on managers and
experienced colleagues. The value should include both the new employee's faster progress and the reduced support
burden on others.

Onboarding value = Hires per year x Days accelerated x Daily loaded cost x Productivity factor +
Mentor hours avoided x Mentor hourly cost

Example: an organization hires 12 employees per year. A governed knowledge hub reduces time to independent
performance by five working days. At a daily loaded cost of $304 and a 60% productivity factor, that produces $10,944 in
direct productivity value. If each hire also requires eight fewer hours of manager support at $55 per hour, another $5,280 is
recovered.
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5. Error, Rework and Decision Delay

Not all knowledge failures waste time in obvious ways. Some produce incorrect work, inconsistent answers, missed steps,
compliance exposure or decisions based on outdated information. These costs should be recorded as events rather than
estimated from memory.

Annual error cost = Events per year x Average correction cost

Correction cost can include labor, credits, repeat service, manager review, legal or compliance support and lost revenue.
Decision delays can be measured by the number of delayed cases multiplied by the economic impact per day of delay.

Recommended event log

Knowledge failure People affecte Other cost Preventable?

6. Continuity Risk Reduction

Continuity risk is the expected cost of a disruption multiplied by the probability of that disruption. It is useful for comparing
investments, but it should not be presented as guaranteed savings.

Expected annual risk = Probability of event x Estimated financial impact

Suppose a critical process depends on one employee. Leadership estimates a 15% annual probability that turnover,
absence or reassignment will create a six-week disruption costing $80,000. The expected annual risk is $12,000. If
documentation, cross-training and governed retrieval reduce the probability to 5% and the impact to $30,000, the residual
risk becomes $1,500. The annual risk reduction is $10,500.

This method is especially useful for grant deadlines, financial close, payroll, regulatory reporting, customer escalation,
technology administration and specialized service delivery.

7. Calculating Total ROI

ROI = (Annual quantified benefits - Annual operating cost) / Initial investment x 100

Include implementation, licensing, internal labor, content cleanup, training and ongoing governance in the cost model.
Avoid treating internal labor as free. A project can show a strong business case and still fail if no time is assigned to content
ownership and review.

lllustrative annual business case Amount

Productivity recovery $52,440
Onboarding acceleration $16,224
Error and rework reduction $18,000
Continuity risk reduction $10,500
Total annual benefit $97,164
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Annual operating cost $18,000

Initial implementation $35,000
First-year net benefit $44,164
First-year ROI 126%
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8. The Baseline Measurement Plan

A credible ROI case begins before implementation. Capture a baseline for at least four weeks where possible. Use multiple
evidence sources because employee estimates alone are often inconsistent.

Collection method Recommended baseline

Search and question time  Survey plus short time study 2-4 weeks
Repeated questions Teams/email sampling or help log 4 weeks
Onboarding support Manager and new-hire records Last 5-10 hires
Errors and rework Event log and operational records 3-12 months
Key-person dependency Risk assessment and interviews Current state
Answer quality Test question set Before launch

Baseline interview questions

e Which questions are repeatedly routed to the same people?

¢ How long does it usually take to find a trusted answer?

e Which procedures depend on unwritten experience?

¢ Where do employees encounter conflicting versions of the same information?

¢ Which mistakes or delays have occurred because information was missing or outdated?
¢ How long does a new employee require close supervision?

¢ Which processes would be most vulnerable if a key employee were unavailable tomorrow?

9. Benefits Register

A benefits register converts broad expectations into specific, testable claims. Each benefit should have an owner, a
baseline, a target, a data source and a review date.

Search time

Manager interruptions
Time to proficiency
Rework events

Critical process coverage
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10. A 90-Day Validation Plan

Days 1-30 Confirm baseline, define test groups, publish priority content, train users and begin usaBadeligingorkbook, question set, adoption data
Days 31-60 Measure retrieval time, identify failed queries, correct content gaps and record avoidedQntalitypapost cisseeddg, early benefits
Days 61-90 Compare results with baseline, validate financial assumptions and decide whether to eR@hceport, governance actions, expansion decis

11. Common ROI Mistakes

e Counting every minute saved as a cash saving.

e Using inflated assumptions without a documented baseline.

e Ignoring implementation, licensing, cleanup and governance costs.
e Measuring adoption but not answer quality or operational impact.

e Claiming risk reduction as guaranteed savings.

o Evaluating the system before users have formed reliable habits.

o Failing to assign an owner to each expected benefit.

12. Decision Checklist

« m Have recurring knowledge problems been translated into measurable events?
« = |sthere a baseline for time, errors, onboarding and dependency risk?

« m Are hard-dollar savings separated from capacity and service improvements?
o m Are assumptions conservative and documented?

« m Are implementation and ongoing governance costs included?

o m Does each benefit have an owner and data source?

o m Will results be reviewed after 30, 60 and 90 days?

o m |s|eadership prepared to convert recovered capacity into useful business outcomes?

Conclusion

The value of institutional knowledge management is measurable when organizations stop treating it as a vague cultural
benefit and begin tracking the operational events it changes. Search time, repeated questions, onboarding delays, rework
and key-person dependency can all be quantified with reasonable evidence.

The strongest business case is not built from optimistic claims. It is built from a conservative baseline, transparent
assumptions and a benefits register that can be tested after implementation. A secure, governed knowledge hub should
therefore be evaluated as an operational system: one that must improve access, reduce friction, preserve continuity and
produce evidence that leadership can review.

Pixeldust designs and implements secure Al Knowledge Hubs using Microsoft 365, SharePoint, Teams and Copilot Studio. Each engagement is
assessed and quoted individually based on organization size, knowledge aggregation requirements and licensing needs.
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