Marty J. Schmidt, MBA, PhD

Price: us $8.00

A Solution Matrix Ltd. white paper

Where's the “R” in Training ROI?

The Business Case for Training

Revised November 2005

== |
= J 2  ‘
== E=R =Y

SoLuTioN MaTRIx LTD



Contents

Where’s the “R” in Training ROI? ......cccooiiiiiiiiiiiiiicccce 1
SHOW US the RETUIIIS! ..ttt e e e e 1

Step 1. Recruit and Make the Most of Training Advisory Team............ccoc.cu...e. 2
Real Training ROT is a Team Effort .......ccocoooiiiiiiiiiiiiii, 2

Add Authority and Credibility ......ccocccevieiniiiiniiiiiiiicccce 2
Practical Reality: Getting the Most from The Team........ccccccevvviincnnnnee. 2
What's in 16 £Or TREM? weeeeeeiieeeeeeee et eeeeeene 2

Spread the Sense of Ownership .......cccocoiiiiiiiiiiiiiiiie 3

Step 2. Link Training ROI to Existing ROI and Performance Measurement ..... 4
When Good Metrics are in Place, Use Them..coouvveveeeieeeeiieeeeeeeeeeeeeenn. 4

Join Forces With HR ..cc.ooiiiiiiiiieieeceeeee e 4
Practical Reality: Not All Metrics Are Created Equal........cccooeeniinnnee. 4
Metrics Development: Lead or Follow? .........cccoconiiiiiinniininee. 4

Ask the Hard Question: Do Current Metrics Work? .......coccvvevenneee. 5

Step 3. Measure Level 1: Response to the Training.........ccceeivieiniinicnincnnee 5
Measure Training at Four Levels.......ccccooiiiiiiniiniiiiiicce, 5

What Can Trainees Tell Us?. ... eee oo eeeeeeeee e 6

On the Job Impact and Benefits..........cccccovviviiiiiiiiiiniie, 6

Personal and Professional Value.........ooeevouveeeeiieeeeieeeeeeeeeeeee e, 6

Course Improvement ..........cocovveviiiiniiiiiiiiicce e 6

Practical Reality: Course Evaluation ...........cccoccovveiniiiniiiiniinicicee, 7
Ticket t0 Freedom?. .o et eeeeeeae e 7
Evaluation “Dos” and “Domn’ts”..cccuueeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeens 8

Step 4. Measure Level 2: Learning and Retention.........ccccoeeivcinicinicnincnnee. 8
Do We Really Need Pre- and Post-Course Testing?.........ccoeevieueninuennnnee 8
Testing Three Times......ccceeiiiiiiiiiniiiieiciee e 9
Practical Reality: The Hidden Value of Testing..........ccoevivieiniiiinicnnnee 9

More Than Measurement.. . ... e e eeeeeeeeeeeeeeeeeeeeeeeeerereeeeeeeeereeeeeeens 9
Pre-Course Testing .......ccccoviiiiiiiiiiiiiiiiicici e 9
Post-Course Test for Learning and Reinforcement...........ccccccunee. 10
Post-Course Test for Retention and More......coooveeeeeeeeeeeeeeeeeeeenn. 10

Step 5. Measure Levels 3 and 4: Changed Behavior and Business Impact ....... 11
Bring in the Training Advisory Group..........cccccoeviiiiniiiiiinicccnne 11
Reaching Objectives Has Value ......cc.cccuviiniiiiniiiniiniiiicccice, 11
Practical Reality: What's it Worth in Real Money?.........ccccccevvviiinennnnee. 12

MaKe the LINKS «eeeeeeeeee et e e e e e 12

“Returns” Come From Meeting Objectives .........cocoeviiiiiiriinne. 14

Step 6. Measure All the CoSts......c.civiiiriiininiiiiciiciceeeee e, 15
Measure Cost per Successful Participant........ccceeceveeevieireenncnincnnee. 15
Comparing Two Approaches to Training.........coccceeeiveiniienincnincnnee 15
Practical Reality: The Hidden Costs of Training..........cceeeevrueinuennnnee 16
Whose Costs Are we COUNLING......c.evveuirieiirieierieieiiieieieeeieeeeeeen 16

Fixed and Variable Training CoSts ......cccoueeriereninieninieinieeneeeenenn 16
Opportunity Costs and Other Hidden Costs .......ccoevvueirieuinnnene. 17

SoruTioN MATRIX LTD



Step 7. Deliver the Full Training Report Card..........ccooeiviiiiiiiiiiiiiicne 17
Further Information.......c.coeiriiiriiieinciiccc e 19
For More Information
Copyright Information

About the Author

About Solution Matrix Ltd.

Contact
Figure 1. The Business Value of Training.........cccccocoiviiiiiiiiiiininciieee, 13
Table 1. Cost per Successful Participant ......c..cceeeevereerieeeerienenieieeneneeeenens 15

SoruTioN MATRIX LTD




Revised Novem ber 2005

by Marty ]. Schmidt, MBA, PhD

“My need for training (ROI) just turned critical. | don't have a year or
two anymore. |'ve got six months or less to get something good on

the table’
Defending a training he message was from Elizabeth, training manager for a large
budget was becoming electric utility company. Her company spends many millions
more challenging. of dollars each year on training, which works out to several thousand

per employee. Defending a large training budget was becoming more
challenging each year, as management demanded more accountabil-
ity and better return on investment (ROI) from all its cost centers.

Elizabeth and I had already started planning a new program for
measuring training ROI for her operation when the announcement
came: her company would be acquired by an even larger utility
company. Elizabeth knew, as all employees know, that mergers and
acquisitions often come with reorganization, re-evealution of roles,
and adjustments to the overall workforce. Facing these uncertainties
and the prospect of working for new managers, the training ROI
program had taken on a new urgency for her.

Demonstrating training ROI, she believed, would be key to the
future.

Show us the Returns!

Where is the hard Having been training manager for five years, Elizabeth had lots
evidence for training of operational data (number of people trained, number of people
returns? certified, and instructor utilization rates, for instance). She had a

complete statistical breakdown on employee feedback forms, show-
ing that most participants rated their training as “good” or “excel-
lent” and “probably would” help them in their jobs. She had reliable
figures on training cost per employee and cost per course offering,.
The “Investment” or cost side of ROI would be straightforward, she
thought. But where is the hard evidence for training “Returns?”

The new parent company was run by a hard-nosed, no-nonsense
management team, and she had the uneasy feeling that feedback
forms alone weren’t going to carry a lot of weight with them. She
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needed to get started building a better training ROI program right
away.

Here are the seven steps in her program.

Step 1. Recruit and Make the Most of a Training Advisory Team
Real Training ROI Is a Team Effort

Who knows best the training needs of individual participants? Who
is in the best position to see post-training benefits on the job? Except
in very small organizations, the answer is likely to be the training
participants’ managers, who supervise their work and write their
performance reviews. Elizabeth’s first task was to recruit 10 of these
managers for a training advisory team

The training advisory
team can be crucial for
establishing the credibility
of “return” metrics.

She planned to bring this group together monthly, to do much
more than simply give advice. They would be crucial for establishing
the credibility of the “return” metrics and for improving the quality
of training measurement in the future. Used effectively, a training
advisory team made up of participant managers can help:

* Identify and prioritize training needs
* Evaluate specific training proposals and requests.
* Ensure that training objectives are:

— Defined in measurable terms

— Linked to business objectives for the organization or personal
objectives for participants

* Provide their own on-the spot assessment of improvements in
such things as productivity, quality of work, employee morale,
and turnover rate following training

* Ensure that post-training assessment is delivered and completed
in their own areas

Add Authority and Credibility

Because these managers should know the individual participants,
their on-the-job-needs, and their day-to-day performance, they bring
an authority and credibility to training measurement that would be
difficult to achieve by a training manager acting alone.

Practical Reality: Recruiting and Getting the Most from the Team
What's in it for Them?

Everyone involved should understand clearly from the outset that the
training advisory team has work to do. The team may meet just once
a month, but there will be pre-meeting homework: identifying training
needs and making sure that post-training evaluation is administered,
for instance. They may also assist with pre-course preparation for

participants, when necessary (making sure that the assignments are
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Training advisory team
members will be well
prepared for tasks that
most managers find
burdensome and
uncertain.

Training advisory team
members will benefit
from organizational
improvements they can

measure and report.

distributed and completed, for instance). And there may be frequent
conversations with the training manager or training provider, espe-
cially in the days of preparation for training events.

“Why" some might ask, “would very busy managers who have
enough to do already, and little time to spare, commit to one more re-
sponsibility such as the training advisory team? What's in it for them?

When recruiting managers for the team, be sure to discuss sev-
eral points:

* They will be better prepared for several tasks that most managers
find burdensome and uncertain:

—  Writing their own employees’ performance reviews.

— Providing useful career development guidance and counseling
for their employees

— Responding to training requests from inside their own
organization

— Justifying their own training budget requests

* They will benefit from organizational performance improvements
they can measure and report. They will be prepared to
demonstrate in concrete terms improvements in productivity,
quality of work, and fewer complaints or problems.

The value of this ability should be self-evident, especially for
managers thinking of their own budget requests and their own
performance reviews.

Spread the Sense of Ownership

Is measuring training ROI the sole responsibility of the training man-
ager? When training ROl improves, should all the credit go to the
training manager?

Most training managers have nothing to lose and a lot to gain by
seeing to it that senior management answers “No” to such questions.

The accuracy, credibility, and practical value of training metrics,
will be maximized when it is understood that the primary owners of
training measurement are the entire training advisory team as well as
the training manager. When there is measured improvement, more-
over, credit should go beyond the team to individual participants,
technical specialists, content contributors, and other managers at all
levels, where appropriate.

Be sure, therefore, that the training advisory team knows it is a
formally established group—and not just a group of interested indi-
viduals called together for discussion. To underscore this difference,
the training manager will schedule regular meetings (usually monthly),
print and distribute a meeting agenda with individual team member
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