RETURN ON INVESTMENT IN TRAINING: A PROPOSED PROCESS

Please note that the “Training Control Form” is closely aligned to the Kirkpatrick model for evaluating training and could be used to collect data for calculating ROI.

WHAT MUST BE IN PLACE FIRST

The most fundamental thing is to install the mindset that training is not a cost but an investment and to shift from activity-based to results-based training. It is necessary for everyone (HR, line managers, learners, and training providers) involved to focus on results and let go of paying attention to inputs. 

ROI cannot be calculated after the fact because information gets lost. It has to be planned for so that all necessary data is collected along the way.  Specifics in installing this approach are as follows:

Set Targets and Outcomes

Key Business Results

· Identify skills needs that are directly linked to business goals. (NB. Social development programmes also achieve business goals) 

· State the skills, knowledge and attitudes priorities you want to achieve (“hard” and “soft”) 

· Define the benefits for the organisation of achieving the desired outcomes. Include both “hard’ and “soft” benefits e.g. improved quality; increased output; cost saving; time saving; customer satisfaction; employee satisfaction; etc

Competencies

· State the specific end goals e.g. after training the learner will be able to … / will know how to …/ etc or list the unit standards you would expect competence in

Prepare the Environment


Training Course

· Identify a training course that will support the desired outcomes

Training Provider

· Identify and contract a training provider who will provide high quality support for the desired outcomes

· Ensure that the training provider accepts accountability for his/her role achieving the desired outcomes

Learner

· Select learners who meet the entry requirements of the training course; who need the new skill in their work and have the capacity to achieve it

· Prepare each learner and ensure that he/she knows and accepts the desired outcomes

· Ensure that the learner accepts accountability for his/her role achieving the desired outcomes

· There must be positive and negative consequences for learners in achieving/not achieving the desired outcomes

Line manager

· Ensure that the line manager knows and accepts the desired outcomes, supports the process and expects the learner to come back with new skills

· Ensure that the line manager accepts accountability for his/her role achieving the desired outcomes by  preparing an environment that is conducive to the practice of the new skills and by managing the use of the new skills

· There must be positive and negative consequences for line managers in achieving/not achieving the desired outcomes

Record the costs

All of the costs for each training course must be recorded. Training costs include:

Development costs

Course materials

Facilitator costs

Stationery and printing costs

Equipment costs

Venue costs

Travel costs

Meals/refreshments costs

Participants’ salaries and benefits

Administrative costs

Assessment costs

Evaluation costs

THE RETURN ON INVESTMENT PROCESS

The organisation should set a ROI target. This may be to exceed the financial investment or to equal it. The target can include non-financial benefits (e.g. improved morale). The ROI process will indicate whether or not the target was achieved. 

Plan and record the 4-level evaluation


Measurement becomes more difficult but also more valuable as you progress from level 1 to level 4.

Reaction (during the course)

· This is a simple measure of whether or not the learners were satisfied with the course and how they intend to apply their new skills. Most training providers use such a questionnaire. 

· The organisation should review the provider’s questionnaire to ensure that it will yield useful information 

Learning (during the course)

· An assessment by the training provider of what knowledge, skills or attitudes improved as a result of the course

· The organisation should review the training provider’s assessment process to ensure that it will yield useful information 

Application (back at work)

· An assessment by the line manager of what competence and/or work performance improved as a result of the course

Business impact (after application in the work environment)

· A joint assessment by line managers and HR of the type and extent of influence the applied skills have had on key business results 

Record the “hard” data

“Hard” data is objective and it is easy to measure and easy to assign a monetary value to it. The relevant “hard” data is identified in the target setting process. “Hard” data includes:

· Changes in work output

· Changes in time to complete work

· Changes in quality of work

· Changes in costs of producing work

Record the “soft” data

“Soft” data is subjective and it is difficult to measure and difficult to assign a monetary value to it. “Soft’ data is usually behaviourally based and has a definite impact on performance. The relevant “soft” data is identified in the target setting process. “Soft” data includes:

· Changes in initiative

· Changes in work habits

· Changes in work climate

· Changes in feelings/attitudes

· Changes in capacity for using new skills

· Changes in desire for/openness to advancement/development

· Change sin staff retention

· Changes in absenteeism and time keeping

· Changes in customer satisfaction

· Changes in quality of teamwork

· Changes in conflicts, disciplinary action and grievances

· Changes in community image

· Changes in investor image

Measure Return on Investment

Collect and analyse the data for each training course


 

Collect the data from the 4 levels of evaluation. It may take up to a year to gather sufficient data from the 3rd level and at least a year to assess the business impact.

Calculate the ROI

List the financial benefits from each course (1st year only for a short course). 

List the costs for each course (include all direct and indirect costs)

Calculate the Benefit Cost Ratio for each course (BCR = benefits per course x number of participants ÷ costs per course)

Calculate the ROI % (ROI % = benefits per course x number of participants - costs per course x 100)

Compare BCR and ROI with targets

Report on ROI





The format of the report should include:

· Objectives

· Methodology

· Results

· Overview

· Each level of evaluation

· ROI calculation

· Intangible benefits

· Barriers and enablers

· Conclusions and recommendations

Back To Coversheet
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