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Introduction

This paper has been prepared to provide to members of CEdMA some basic introductory information and ideas to assist in the preparation of their own customised ROI processes. CEdMA’s clients are typically purchasers of IT software and hardware, and CEdMA members are responsible for the provision of training to these clients. The question this paper addresses is “How do we help customers understand and justify for themselves the need to invest properly and comprehensively in training, and how do we present the comparative benefits of different approaches to training?”
Implementing some form of measurement process is as important for managing training programmes and investment, as it is for any other project requiring significant financial investment by a business. Training programs consume resources (ie they take people’s time and cost money), but they are also critical to maximising the return on investment in other programs or products (e.g. the effective introduction of software systems requires users to be able to use the systems effectively if the potential benefit of the software systems is to be realised in practice), as well as generally improving the productivity of the workforce. If ROI is to be successfully managed and measured, it is important that the process be included early in the planning cycle for the training programs.
The purpose of this paper is to provide a background to Return on Investment (ROI), and to document a simple approach to predicting or calculating the Return on Investment, in financial terms, from training programmes. This paper is not intended to be a detailed analysis of ROI statistical measurement techniques, but a tool on which you can start to build simple predictors or measurement tools, and then make them as sophisticated as you wish. 
It should also be understood that ROI from training cannot always be seen in isolation from other sources of ROI. It is often the case that an overall project ROI measurement has to be taken, and the evaluation methodology must allow the customer to identify the interconnected and relative values of the various sources of benefit. For example, in a project to upgrade software, the ROI can come from a combination of factors:

· The user and their organisation will see increased productivity purely from use of new and enhanced functionality in the hardware and software or better performance of the application or system. This is not enough, however, and must in turn be enhanced by…

· Reducing as much as possible the time taken to achieve these benefits, and achieving further increases in productivity due to training on the use of the new functionality (compared to the productivity the users might experience without the training). And in some cases…
· Avoiding or minimising a negative productivity impact due to the typical decrease in productivity during the early days or weeks of using new software (as people have to learn new and changed facilities in order to regain their previous level of performance) 

In cases like this, the training not only has its own “pure ROI” (i.e. the increased productivity of the trained user, compared to the untrained user), but it is also a key component in realising the ROI of the software implementation or upgrade. It is up to you and your client to decide how to separate these factors or whether to roll them all together.
As well as demonstrating how training can affect the success of software or hardware implementations, the ROI exercise may also be used to evaluate the different approaches to training. For example, an ROI exercise may show some comparisons of expected costs and benefits from purely classroom training, from purely e-learning, or from a blended approach.

What is ROI measurement for Training?

All training programs will have some form of effectiveness measurement, even if it is as simple as immediate feedback from the participants on “happy sheets” which provide an initial reaction to their perception of the training. 
More in depth analysis of the effectiveness of training in changing positively the participants’ ability to do their job and increase productivity, or reduce costs, requires more in depth understanding of the real business purposes of the training and the real financial benefits expected by the organisation.
ROI as process

ROI measurement is the process of collecting and analysing this performance data, and translating this into a measurement of real financial benefit to the organisation. This benefit is then compared to the cost of creating this benefit through training and measurement.
In many cases, ROI measurement can be linked to data collected and analysed for the purpose of Training Needs Analysis (TNA). If detailed TNA studies are done prior to the training, the data from these studies can be compared to the feedback and performance data acquired after the training takes place. In addition, the TNA is likely to highlight the expected benefits and results from the training. In this case, the change in performance may be more accurately determined.

ROI as Perception

So, what actually is ROI on training? It can be considered to be a perception on the part of the client of how valuable the training has been in achieving their perceived goals; and these perceptions will vary depending on whom you talk to. For example:

· The Board may see a big picture of how the training affects the company’s ability to achieve its corporate goals

· The finance department may be looking to see how training stacks up financially against other ways to invest the company’s money, and whether the training, as carried out, was financially more effective than alternative forms of development

· The business unit manager may be solely concerned with the impact on performance and productivity in achieving the goals of their department

· The training and development manager may be concerned with the impact training programmes are having on the credibility and status as the training function within the company and its ability to secure investment in the future to drive further business performance enhancements

With all these potentially different viewpoints, one of the first things you need to consider with your client, is what the client actually considers is a return on investment, and which views of success are critical to the measurement process. Hopefully, there will be a balance of these viewpoints, leading to an overall value judgment based on actual measured results.
Benefit and Cost Aspects of ROI

It is also important to understand that ROI can be realised in different ways. IBM has published research on ROI, which points out the following factors to take into consideration. ROI can be realised as:

· “Cost avoidance”, which reflects the reduction in costs and overheads in various forms, but which does not necessarily “improve” the value of the individual’s efforts to the business (for example, training may reduce the time taken to perform a task, or attending an online class may avoid travel expenses)

· “Business benefits” are a reflection of what new and additional value (expressed as business improvements) an individual brings to their work, or the performance of their department or team, by virtue of their learning. (for example, learning may enable people to perform tasks they were unable to perform previously, and provide valuable new services)

· By combining the 2, you can predict or calculate a total ROI on learning.
Why do we want to measure ROI?

ROI, and the evaluation of training, is, and always has been, an important topic to the computer industry; and it has always been problematical convincing customers, and your own product sales and marketing departments, that training is vitally important to the customer’s success with your product. For the IT industry, training on new or updated software and systems is critical to successful implementation. 
Most people believe this, and intuitively accept it. Training is usually built into plans and proposals alongside software purchases and other services. On the other hand, training is also often regarded as one of the aspects of a project that can be cut back or even removed from a project, without causing the project to fail completely; we are all familiar with the attitude that training is often the last item to be included in the project plan, and the first to be cut back when money is tight.
“Show me the value”

Many corporations, and corporate executives, are now more demanding in wanting to see, before approving expenditure, a financial value justification for what training brings to the business, and also wanting the actual benefit to be measured after implementation. Demonstrating ROI has become a major point of emphasis for corporate HR development executives, who are facing increasing pressure to justify their expenditure on people development, in terms of financial benefit to the business.

“ROI” is a measurement technique common to many projects and investments, and can be applied to training. It is necessary to be able to estimate, before the project starts, the potential and expected ROI (using previous experience wherever possible), as well as be able to measure and report on the actual return after the project has finished.

Looked at another way, ROI modelling also helps to support the argument that serious businesses cannot afford NOT to train; the cost of not training (measured in various ways) can be much higher and much more damaging, than the cost of training. For example, various studies in various situations and circumstances have found some interesting statistics:

· Untrained users take up to six times longer to perform the same tasks.
· (From TBA) 

· Training enhances employee retention. A Louis Harris and Associate Poll says that among employees who say their company offers poor or no training, 41% plan to leave within a year. Of those that say their company offers excellent training, only 12% say they plan to leave. 

· Studies show that in-house training costs 73% more than outsourced training.
· (from TBA) 

· A four-year study by the American Society of Training and Development shows that firms who invest $1500 per employee in training compared to those that spend $125, experience on average: 24% higher gross profit margins and 218% higher income per employee! 

· Just a 2% increase in productivity has been shown to net a 100% return on investment in outsourced, instructor-lead training 

· (from Training ROI. Avatech Solutions.)
These examples are all well and good, but these are generic and non-specific indicators; how well do these apply to any specific customer situation, or to a specific industry? If a customer is going to make a decision to invest in training, they may want more specific supporting evidence than this; hence the need to be able to offer a pre-training ROI analysis to give the customer some comfort that this might in fact work in their situation.
Alignment with significant goals
What should however be quite clear is that it is extremely important to align the measurements and the expectations with key business results goals. Alignment with these key goals will ensure that there is more chance of the necessary investment of time, attention and resource being made. Alignment with less important or low visibility goals may seem like a “safer bet”, but it is not likely to generate the support to ensure the ROI exercise is done properly, and that the training/learning is successfully measured and critically reviewed. This in turn provides no benefit to the training providers and sponsors in proving the value of training and learning for future projects. To quote Dwight D. Eisenhower “We shouldn’t try to do something better, until we first determine whether we should do it at all”. 

Use ROI measurement for big projects, affecting important aspects of the business; focus on getting these done right; don’t waste time on smaller projects that don’t have great impact, and which can deflect you from paying attention to critical issues. “Sample, don’t saturate” (Jack Phillips)
ROI in Human Capital vs. Non-Human Capital ROI
Research has consistently supported the fact that human capital is an undervalued investment opportunity. Past research illustrates that physical and financial capital investment returns are substantially smaller than the value of intangibles like human capital. Phillips states that one may see ROI in excess of 800%, and the Tennessee Valley Authority, who won an award from the ASTD on ROI, typically sees average ROI percentages around 1000%. An ROI analysis done by a world-class corporate university was 5,612%! The key is to compare it historically and for major programs or elements of your training -- and not just look at ROI but all the metrics on the score card (i.e. a balanced approach). Nonetheless, it can help the training department prove how they are helping the organization improve overall performance (and does so in a scaleable, consistent manner).

Inhibitors to ROI measurement

When proposing to carry out an ROI exercise, it is worthwhile bearing in mind that in some cases, there may be reluctance, in a training or HRD group, to commit wholeheartedly. There are a number of reasons why this might be the case:

· Fear of a negative ROI, and the implications this might entail

· Reluctance to commit the necessary budget to carrying out the exercise

· The fact that this process takes time, and only really demonstrates results some months, or even longer, after the completion of the training

One of the keys to gaining commitment has to be to allay these fears and concerns, by demonstrating a process that can be carried out, and by taking a realistic approach to the costs and overheads, and the expectations of the client. In the right situations, the insights into the effectiveness of the training can provide important strategic benefits to the company such as:

· Measuring contribution of HRD

· Setting priorities

· Focusing on results

· Altering management’s appreciation and perceptions of training

By carrying out some pre-training ROI analysis, it should be possible to demonstrate that the there is a likelihood of a positive ROI on training, and thus allay some of the fear, as well as encourage the investment in the training.
Does ROI have any Value, anyway?

For an alternative view of ROI and its value, refer to Jay Cross’ article on the ASTD’s Learning Circuits web site. This argues that the traditional model of ROI does not work so well in the new Internet economy; different people are looking for different things from their training departments, and their training budgets; e-learning and Internet are shifting the paradigm more towards learning as accessing knowledge on demand, blurring the ability to calculate a straightforward ROI on a training course or programme.
For access to the full text of this article, see the references section below; this is the conclusion:
“My experience has shown that most senior executives have more faith in “gut feeling”, than in numbers. The numbers are input, but the decision is broader than that. Results from an Information Week survey reveal that "More companies are justifying their e-business ventures not in terms of ROI but in terms of strategic goals. Creating or maintaining a competitive edge was cited most often as the reason for deploying an application." 

To some people--me included--the traditional concept of training ROI is obsolete. Astute training managers employ business metrics, not evaluation levels, I believe. Business unit managers value time more than ROI. Major decisions are based on descriptive business cases, not pro forma budgets. Senior executives tend to be more interested in the top line (dramatic growth from new markets and innovation) than the bottom line (the accounting fiction of profits). 
The Net has changed everything.”

So, you need to take into consideration some of these other factors that are extremely difficult to quantify, yet have a significant impact on the perceived success of “training and learning”; good luck!

Measuring training effectiveness

In order to measure ROI, it is necessary to build a picture of the effectiveness of the training activities at various levels. The measurements will then provide the detailed data to calculate the value of the training program, which in turn leads to the ROI calculation. A classic example of this is an ROI model based on the Kirkpatrick model of training evaluation of 1959 and extended by Phillips (now incorporated into the “ROI Process™” as offered by the Jack Phillips Center for Research (JPCR), part of the Franklin Covey Company).
“Evaluation” was defined as “measuring changes in behaviour that occur as a result of

training programs.”

Evaluation Levels (modified from the Kirkpatrick 4-level model)
	Evaluation Level
	Description
	Characteristics

	Level 1
“Did they like it?”

	Measuring Reaction and Identifying Planned Actions
	Measures participants’ reaction to the program, and outlines specific plans for implementation of learning to the job.


	Level 2

“Did they learn?”

	Measuring Cognitive Learning and Retention
	Measures skills, knowledge, or attitude changes as a result of the training.

	Level 3

“Do they use it?”
	Assessing Application of the program training on the job
	Measures actual changes in behaviour on the job, and specific applications of the training material.


	Level 4

“Did it impact the bottom line?”
	Identifying business results from the training 
	Measures the business impact of the training. (eg measures changes in output, quality, costs, time, productivity or other business metrics)


	Level 5

“What is the return on learning investment?”

	Calculating Return on Investment
	Compares the monetary value of the results with the costs for the program.



In most organisations, measuring training effectiveness at all Levels 1-4 is not feasible for all participants and for all projects. In practice, the organisation must set targets for the scope of evaluations at each level, and for the critical training courses or programmes which have most importance to the success of the organisation. Typical targets for measurement activities at each level are:
Level 1: 100% of participants/courses provide effectiveness data

Level 2: 50-70% of participants/courses provide effectiveness data

Level 3: 30-50% of participants/courses provide effectiveness data

Level 4: 10-20% of participants/courses provide effectiveness data

Level 5: 5-10% of actual ROI is measured, and extrapolated to the overall program.

From this, we can see that most organisations will initially only fully calculate ROI in detail on a sample of the courses and participants. It is therefore essential to identify those courses and participants who are:

· Representative of the overall population

· Taking part in important or high impact programs

· Able to accurately assess the impact of training on their jobs

· Amenable to providing the full depth of data required

Note: This model describes ROI as “level 5”; please bear in mind that it is not necessarily appropriate to carry out detailed analysis at all levels up to this, in order to derive an ROI; it may be enough for the client to know that an 80% pass mark on a technical test (Level 2) is “good enough” to justify the investment, assuming some numerical value can be put on the passing of the tests.

During the lifetime of the training programme and evaluation, the data can be collected at various times

· immediately after training, Level 1 feedback should be easily accessible

· within a reasonably short time, it should be possible to measure the level 2 performance change

· it will take longer for level 3 data to be meaningful, as this typically requires some period of practical experience, applying the learning to the job, and gaining some fluency with the skills learned

· Once level 3 data can be reasonably collected, level 4 data can be either derived from the level 3 data immediately in some cases, but in other cases it will require a further waiting period to assess the new level of business operations performance, especially where the new levels of business performance can only be measured after the new skills have been applied for some time (eg a helpdesk technician may be able to apply new customer care  skills after some practice (level 3); but it may take some further time before the impact of these new skills on customer satisfaction can be gauged (level 4)).
Note: there are other models for describing ROI (see Appendix 2), such as:

· Kaufman's Five Levels of Evaluation

· The CIRO (context, input, reaction, and outcome) Approach

· Stufflebeams's CIPP (context, input, process, and product) Model

· Alkins' UCLA Model

Criteria for an effective ROI Process
For an ROI study to be successfully implemented, it should be designed with the following in mind:

· The ROI measurement must be simple.
· The ROI process must be economical to implement.
· The assumptions, methodology and techniques must be credible, logical, methodical and practical.

· The ROI process must be theoretically sound, without being over-complex. 

· The ROI process must account for other factors, which can influence the measured outcomes after training.

· The ROI process must be appropriate in the context of other HRD programs.

· The ROI process must be flexible enough to be applied pre and post training.

· The ROI process must be applicable with all types of data collected.

· The ROI process must include the costs of the training and measurement program.

The Process Model

This basic model for a simplified implementation of ROI measurement starts by looking at the returns expected or measured, and goes on the look at the investment and cost of gaining the returns. Each organisation will need to develop its own specific ROI evaluation process, suitable to its own environment and business pressures. However, the full ROI evaluation process can be a significant overhead in running a training operation; so it is important to develop an evaluation model that can be used in multiple situations. The purpose of this CEdMA toolkit is to provide a framework of information and tools which can be modified easily to each client’s needs, and then developed over time.
Identify the Returns

It is necessary to collect data at various levels to build up a proper picture of the influence of learning (as per the Kirkpatrick model, or any other model). In order to determine which data items should be collected, and when, you need to agree with the customer your approach to the questions in Appendix 1. These questions describe some of the potential areas where returns can be achieved; it is down to you and the client to decide exactly which of these factors apply in any given situation.
Beware that, sometimes, benefits can be hidden; for example, consider the business benefits of “certification for regulatory compliance” in the ROI calculation; it may be that compliance is seen as a pure overhead cost of doing business; but in this case, training can reduce the cost of compliance (and the costs of non-compliance), and provide benefits in enabling new business activities, or better quality of customer service resulting from the compliance-training etc etc. Examples of such factors may be

· How can you quantify “competitive advantage” resulting from a more highly trained and competent workforce, resulting in shareholder value? 

· Competitive advantage is probably seen differently by every organisation; what constitutes competitive advantage may perhaps be better seen as a compilation of factors, such as quality, cost, customer satisfaction; but there may be intangible elements such as “company image in the market” which amounts to more than the sum of the individual components of competitive advantage.
· How can you quantify the value of improvement in managers’ long term decision making resulting from improved techniques in situational analysis and decision making?

· This may require some quite sophisticated analysis; maybe this can be determined by offering simulation exercises, or role/game playing, and deriving a score from that.
Note: you should try to estimate beforehand what a reasonable ROI is. Carrying out an expensive exercise to show a 300% ROI is great; unless comparable training exercises in the clients industry for equivalent training typically show 750%! Or even better, how does the client typically view 300%? Is this good in their circumstances, or is it lower than their typical ROI as determined from previous training?
Identify the Investment

You now need to calculate the cost of investing in this training. Investment can conveniently be split into 2 significant components
· Money spent on the training/learning

· Time and effort used

See Appendix 1 for a checklist of specific items that should be considered to calculate the costs

There are then other factors which could be considered, but might prove difficult to quantify; should they be ignored for purely ROI calculation purposes (they should not however be ignored when considering the overall success of the training/learning activity)? Examples of such factors may be

· You may need to invest a measure of existing goodwill with your “client departments or teams/individuals” and overall management commitment to training/learning, which may be enhanced or degraded, depending on the outcome.
Step 1: Create an ROI Measurement Plan

To achieve the ROI measurement requires that the ROI process is planned early, and that two planning documents are prepared:

· The Data Collection Plan
· State the objectives of the training / learning

· State the objectives of each phase of data collection at each evaluation Level
· Identify any previously used metrics, values or methodologies used by the client, and determine their suitability for the current exercise

· Select the appropriate evaluation methods
· Identify the audiences who will be surveyed for data

i. The learner

ii. The manager (focussed on levels 3 and 4)
iii. The analyst (for analytically determined performance-change data based on available performance measurement data)
· Set the timing for the data collection
i. Pre-training data collection (benchmarking the current situation)

ii. Post-training data collection (comparative data (“apples to apples comparison”))

1. immediately post-training (initial reaction and assessment) focussed on levels 1 and 2
2. at a later date when the effect of the training has had time to make itself felt in the learner’s job performance – focussed on levels 3 and 4
· Allocate responsibilities for data collection and analysis
· The ROI Analysis Plan (This is a continuation of the Data Collection Plan, capturing information on the key items needed to develop the actual ROI calculation.)

· List Significant Data items (usually Level 4 or 3) to be collected
i. Benefit Factors

ii. Cost Factors

· Methods to isolate effects of the learning/training from other influences
· Methods to convert data to numerical values
· Intangible benefits

· Other influences

· Communication targets

Step 2: Collect Data
As described above, data will have to be collected at various points in the training process, to be able to carry out effective ROI calculations. The following notes may be helpful in planning your data collection exercise.
1. Identify the purposes of the evaluation. State clearly what the evaluations are to measure and what the goals of the training are intended to be. Be as specific as possible about the goals of the training, and make sure these goals address the performance enhancement, business improvement or cost savings expectations.
2. Select the evaluation instruments and methodology. Identify how the data will be collected and analysed (see below for different methods of data collection)
3. Establish the timing for the data collection. Decide whether pre-training analysis is required, or post training analysis, or both. (eg pre-training and multiple post-training assessments may be necessary to effectively identify the skills changes in Levels 2, 3 and 4.)
4. Carry out the data collection at the levels 1-4 indicated above

Step 3: Isolate the effects of training

Once the training program is complete, it is essential to identify which performance improvements have resulted from the training, and which improvements are co-incidental and may not be directly relevant to the training. 
Tools to isolate the effects of training can include:
· Control Groups; comparing the change in performance of a group which has undertaken training, to the performance change of a similar, untrained group, can provide a factoring value by which the total measured change can be adjusted.

· Trend lines; these show the trends in performance change, which would have been expected if the training had not taken place; these can be compared to actual improvement measurements. Draw a trend line, derived from previous performance data, and extend into the future; then compare this later with the actual data derived from the results of post-training evaluation.
· Mathematical forecasting. This may be appropriate where there are several factors to consider in the change in performance (e.g. sales increase due to training, and an increase in marketing expenditure). It may be possible to calculate the expected trend due to the marketing intervention and calculate the difference as being due to the training (see Phillips “ROI in Training and Performance Improvement Programs”).
· Participants’ estimates of the impact.
· Supervisors’ or managers’ assessments of the impact of training on measured performance improvement.
· Senior management estimates of the overall value of training programs on the business, taking into account other factors they are aware of.
Having isolated the effects of training, it may be necessary to adjust the numeric results of the data collection exercise to reflect the fact that estimates may be “inflated”; on average, individuals may believe that training has resulted in a 25% performance improvement; in practice it may be less than that, as the group concerned may have a tendency to over-estimate the effects of the training. Taking a conservative approach, and applying an adjusting factor, may help to reduce bias in the survey data.
Step 4: Convert data to monetary value

In this stage it is important to estimate the financial value of the various changes resulting from the training, and to identify the total costs incurred in implementing the training program.

There are various strategies for estimating the value of performance changes:

· Output data converted to profit contribution or cost savings
· Direct costs saved

· Increased volumes of output produced
· Timeliness of output
· Cost of quality calculated and quality improvements converted to cost savings or increased profitability
· Cost savings (salaries and overheads) in reductions in participants’ time in completing projects.

· Internal or external experts may be able to estimate the values of the performance improvements gained.

· Participants or their supervisors/mangers can estimate the cost savings or value of increased productivity

Having calculated the direct financial value of the performance enhancements, it is also necessary, wherever possible, to estimate the value of the more “intangible benefits”, such as:

· Increased job satisfaction, and the benefits of increased staff retention and reduced recruitment costs

· Increased organisational commitment

· Improved teamwork

· Improved customer service

· Reduced problems and complaints

· Reduced conflicts

To calculate the cost of the training program, ensure you include:

· Cost of external training services purchased

· Cost of training materials supplied

· Cost of internal training staff involvement

· Cost of facilities used for the program

· Travel, accommodation and other incidental costs

· Salaries and benefits of the participants

· Administrative and overhead costs of the training function.

· The costs of carrying out the ROI on the training program.

(see Appendix 1 for more suggestions on defining the benefits and costs to be measured)
Step 5: Calculate the ROI

ROI can be expressed in 3 different ways

1. Benefit/Cost Ratio

BCR = 
Program Benefits


Program Costs

BCR uses the total benefits and the total costs, and are expressed as a ratio (eg 10:1)
For example: 
If you gain a benefit of $1M in 12 months, and the cost of training is $250K for the same period, the BCR is 4:1
2. ROI %

ROI = 
Net Program Benefits


Program Costs

   x 100

In ROI, the costs are subtracted from the total benefits to produce net benefits, which are then divided by the costs. This shows the net benefits to the company after the costs are covered. 

For example:
If you gain a benefit of $1M in 12 months, and the cost of training is $250K for the same period, the net benefit is $750K; divided by the costs of $250K (and multiplied by 100) this equates to a 300% ROI

3. 
Break-even time

Break-even time in months =
Investment
Benefit

x Period in months

For example: 

If you gain a benefit of $1M in 12 months, and the cost of training is $250K for the same period, the break-even time is $250k divided by $1M, times 12 months = 3 months
It is possible for business benefits to last more than 1 year, but in most cases, the effect of training is more difficult to assess over longer periods, so typically 1 year benefits are calculated. Longer term programs can be measured over multiple years.

Calculating ROI requires that business results data must be converted to monetary benefits. It is important to be able to allocate financial value to results such as
· Improved productivity

· Time saved

· Output increased

· Enhanced quality

· Reduced employee turnover

· Decreased absenteeism

· Improved customer satisfaction

Scenarios
ROI calculations can be used in 2 ways;

· To identify the returns on a specific training programme, and compare these to expected results

· To examine alternative approaches, and their respective expected costs and benefits, e.g.: 

· blended vs. purely classroom
· multiple course programme vs. single course

· limited scope vs. extended scope (e.g. addressing a few goals, or addressing a larger number of goals)

The first use is a relatively straight forward analysis of costs and benefits, using the models and tools provided.

The second use however can also be accomplished using the tools. In this case, you can use the tools to provide a number of different views of the ROI data relating to the different approaches, and compare the results by applying the estimated data to the final ROI calculations.
Sources of Data and Data Collection methods
Sources of data can include:

· Organisational Performance Records, showing outputs and measurements taken as part of the business’ normal reporting process
· Testing and certification assessment records
· Participant feedback
· Instructor feedback
· Feedback from participants’ supervisors/managers

· Feedback from participants’ subordinates

· Team/group peer feedback

· Feedback from other internal or external groups (eg HR training departments)

Data Collection methods

There are various methods of collecting data; some of these, such as surveys and tests can be automated, to reduce the time and resource required to carry out the data collection

Questionnaires/Knowledge tests; certification programmes
· To capture subjective or objective information about participants’ performance changes

· Comparison of pre-training and post-training assessments (“compare apples with apples”)
Surveys
· To capture subjective feedback on attitudes, beliefs and opinions

· Comparison of pre-training and post-training assessments (“compare apples with apples”)
On the job Observation
· To capture objective data on performance in carrying out specific task(s) in the normal work environment
Interviews
· To capture in depth subjective or objective information about participants’ performance changes, and/or to capture subjective feedback on attitudes, beliefs and opinions
Focus groups

· An extension to the Interview technique, involving in depth discussion as well as individual feedback; especially valuable for subjective quality judgments covering a group of participants
Action plans (or Performance contracts) and Program assignments

· To measure the actual performance of a participant in carrying out a pre-determined task(s), or to assess the participant’s understanding of what actions would be taken in performing the task(s)
Performance data monitoring
· To capture specific performance of the participants against measured performance criteria
Appendix 1: factors in Return and Investment
Some factors to take into account when calculating the returns on the investment
Return (Benefit) factors

· Reaction and plan

· What is the immediate reaction as to whether the training/learning has been, or is likely to be, useful

· How that will translate into immediate / short-term identification of how the learning will be applied to the job

· What are the immediate expectations of how the learning will positively affect the individual’s performance

· Measuring Learning

· How has the learning affected the individual’s skills and knowledge level required to perform effectively; what is the expected change in performance levels and productivity?

· Has the learning positively or negatively affected the individual’s attitude to their work?

· Assessing application to the job

· How has the training actually changed the individual’s previous job performance against measured performance standards and criteria?

· Has the individual developed an ability to perform new tasks,?

· Has the individual been able to save costs which would have been incurred without the training?

· Business results (benefits and cost savings)
· What is the actual numerical change in the measured metrics for the specified data items?

· What are the actual monetary values of the changes achieved?

· What other identifiable cost savings have resulted from the training methodology used, compared to alternative methodologies (e.g. costs saved by using elearning vs. classroom)?

Investment (Cost) factors
Some of the factors to take into consideration when calculating the total cost of a training programme or course

· Money spent on the training/learning

· Equipment upgrades (e.g. for an advanced e-learning package requiring additional hardware and software, servers etc, or for additional equipment in a classroom) ***

· External content development and maintenance resource (for training and testing/certification 
· Classroom costs (space costs, equipment rental, catering, materials, promotional items, stationery)

· Cost of infrastructure overheads for elearning and virtual classroom facilities (a share of the ongoing costs of having access to these facilities) ***

· Communications costs to reach internal and external audiences

· promotional programmes

· mailers and flyers

· poster design and production

· conference calls and meetings

· PR

· Costs incurred in the evaluation exercise

· Time and effort used

· Who

· Training Project team

· Training programme managers

· Instructors

· Senior management time and attention

· Training administration, records administration
· Learners/students

· Learners’ managers (e.g. time spent contributing to the evaluation)

· What activities

· Training Needs Analysis and Programme design 

· Materials development and testing

· Accreditation design and development

· Communications and training

· Evaluation and ROI calculation

Both of these items are amenable to financial cost calculation. Note: Time and effort should take into account both:

· Actual salary and expenses of staff

· Opportunity cost of not performing other tasks

*** Note, some items of infrastructure costs, such as implementations of Learning Management Systems, may be so large as to make for great difficulty in allocating costs to a specific programme. In these cases you should decide whether to:

· allocate a “nominal share” of shared facilities or infrastructure cost to any particular programme of learning

· calculate an actual cost of shared facilities or infrastructure cost where it has been in operation for long enough to make a reasonable calculation

· allocate the full cost of this infrastructure, if it is implemented purely for the purpose of supporting the project

In all these cases, the basis of calculation should be clearly stated and understood.

Appendix 2 - Other ROI Models

Please note: it is not the intention of this paper to provide an in-depth analysis of the various models and their comparative merits. Suffice it to say that there are alternative ways to calculate or describe ROI, and it is useful to know that they exist, and some of their characteristics. We have selected the Phillips/Kirkpatrick model to work on, as it is well understood, and does lead to specific financial numbers.
Stufflebeam – CIPP

Stufflebeam considers evaluation as the process of delineating, obtaining and providing useful information for judging decision alternatives
The CIPP model of evaluation was developed by Daniel Stufflebeam and colleagues in the 1960s, out of their experience of evaluating education projects for the Ohio Public Schools District. Stufflebeam, formerly at Ohio State University, is now Director of the Evaluation Centre, Western Michigan University, Kalamazoo, Michigan, USA. CIPP is an acronym for Context, Input, Process and Product. This evaluation model requires the evaluation of context, input, process and product in judging a programme’s value.

CIPP is a decision-focused approach to evaluation and emphasises the systematic provision of information for programme management and operation. In this approach, information is seen as most valuable when it helps programme managers to make better decisions, so evaluation activities should be planned to coordinate with the decision needs of programme staff. Data collection and reporting are then undertaken in order to promote more effective programme management. Since programmes change as they are implemented, decision-makers needs will change so the evaluation activities have to adapt to meet these changing needs as well as ensuring continuity of focus where appropriate in order to trace development and performance over time. 

The CIPP framework was developed as a means of linking evaluation with programme decision-making. It aims to provide an analytic and rational basis for programme decision-making, based on a cycle of planning, structuring, implementing and reviewing and revising decisions, each examined through a different aspect of evaluation –context, input, process and product evaluation. Stufflebeam viewed evaluation in terms of the types of decisions it served and categorised it according to its functional role within a system of planned social change. The CIPP model is an attempt to make evaluation directly relevant to the needs of decision-makers during the different phases and activities of a programme.

In the CIPP approach, in order for an evaluation to be useful, it must address those questions which key decision-makers are asking, and must address the questions in ways and language that decision-makers will easily understand. The approach aims to involve the decision-makers in the evaluation planning process as a way of increasing the likelihood of the evaluation findings having relevance and being used. Stufflebeam thought that evaluation should be a process of delineating, obtaining and providing useful information to decision-makers, with the overall goal of programme or project improvement.

There are many different definitions of evaluation, but one which reflects the CIPP approach is the following:

‘Programme evaluation is the systematic collection of information abut the activities, characteristics, and outcome of programmes for use by specific people to reduce uncertainties, improve effectiveness, and make decisions with regard to what those programmes are doing and affecting’ (Patton, 1986:14).

Stufflebeam sees evaluation’s purpose as 

· establishing and providing useful information for judging decision alternatives;

· assisting an audience to judge and improve the worth of some educational programme or object;

· assisting the improvement of policies and programmes.

The four aspects of CIPP evaluation (context, input, process and outputs) assist a decision-maker to answer four basic questions:

1. What should we do? 

This involves collecting and analysing needs assessment data to determine goals, priorities and objectives. For example, a context evaluation of a literacy program might involve an analysis of the existing objectives of the literacy programme, literacy achievement test scores, staff concerns (general and particular), literacy policies and plans and community concerns, perceptions or attitudes and needs.

2. How should we do it? 

This involves the steps and resources needed to meet the new goals and objectives and might include identifying successful external programs and materials as well as gathering information 

3.
Are we doing it as planned? 

This provides decision-makers with information about how well the programme is being implemented. By continuously monitoring the program, decision-makers learn such things as how well it is following the plans and guidelines, conflicts arising, staff support and morale, strengths and weaknesses of materials, delivery and budgeting problems.

4.
Did the programme work? 

By measuring the actual outcomes and comparing them to the anticipated outcomes, decision-makers are better able to decide if the program should be continued, modified, or dropped altogether. This is the essence of product evaluation.

The four aspects of evaluation in the CIPP model support different types of decisions and questions (see Figure 2).

The CIPP model of evaluation

	Aspect of evaluation
	Type of decision
	Kind of question answered

	Context evaluation
	Planning decisions
	What should we do?

	Input evaluation
	Structuring decisions
	How should we do it?

	Process evaluation
	Implementing decisions
	Are we doing it as planned? And if not, why not?

	Product evaluation
	Recycling decisions
	Did it work?


(from Bernadette Robinson’s paper “The CIPP Approach to Evaluation”

Kaufman's Five Levels of Evaluation
Kaufman, Keller & Watkins (1996) promote an assessment strategy called the Organizational Elements Model (OEM) which involves four levels of analysis: 

1. audit or cost-cost - based solely on inputs, looks at reductions of cost between old and new resources 

2. products - the building blocks of a product or service within an organization that contribute to the overall product or service (e.g., automobile fenders) 

3. outputs - products or services that are delivered to external clients 

4. outcomes - the value of the outputs (the aggregated products or services) delivered to external clients and their clients and ultimately to society. 

Since the introduction of Kaufman's four-level OEM model, many researchers have used it as a viable framework for evaluation. Others, though, have found it restrictive and have attempted to modify and/or add to it. Kaufman, et al. (1996), for example, later added levels of impact that go beyond the traditional four-level, training-focused approach which they felt did not adequately address substantive issues an organization faces. Such modification to the model resulted in the addition of a fifth level, which assesses how the performance improvement program contributes to the good of society in general as well as satisfying the client. 

 Kaufman's Five Levels of Evaluation (Kaufman et al., 1996) 

	Level
	Evaluation
	Focus
	Suggested Levels*

	5
	Societal outcomes
	Societal and client responsiveness, consequences and payoffs.
	Mega

	4
	Organizational output
	Organizational contributions and payoffs.
	Macro

	3
	Application
	Individual and small group (products)utilization within the organization.
	Micro

	2
	Acquisition
	Individual and small group mastery and competency.
	Micro

	1b
	Reaction
	Methods', means', and processes' acceptability and efficiency.
	Process

	1a
	Enabling
	Availability and quality of human, financial, and physical resources input.
	Input

	*Based on Kaufman's Organizational Elements Model (1992, 1995)


CIRO (context, input, reaction, and outcome)
The CIRO four-level approach was developed by Warr, Bird and Rackham (1970).
The four components of evaluation 
Adopting the CIRO approach to evaluation gives employers a model to follow when conducting training and development assessments. Employers should conduct their evaluation in the following areas:
· C- 
Context or environment within which the training took place 

· I- 
Inputs to the training event 

· R- 
Reactions to the training event 

· O- 
Outcomes 
A key benefit of using the CIRO approach is that it ensures that all aspects of the training cycle are covered.
Context 
Evaluation here goes back to the reasons for the training or development event or strategy. Employers should look at the methods used to decide on the original training or development specification. Employers need to look at how the information was analysed and how the needs were identified.
Inputs 
Evaluation here looks at the planning and design processes, which led to the selection of trainers, programmes, employees and materials. Determining the appropriateness and accuracy of the inputs is crucial to the success of the training or development initiative. If, for example, the wrong types of learners were chosen to attend a customer care National Vocational Qualification programme this would be a waste of time and money for the organisation.
Reactions 
Evaluation methods here should be appropriate to the nature of the training undertaken. Employers may want to measure the reaction from learners to the training and to assess the relevance of the training course to the learner’s roles. Indeed assessment might also look at the content and presentation of the training event to evaluate its quality.
Outcomes 
Employers may want to measure the levels at which the learning has been transferred to the workplace. This is easier where the training is concerned with hard and specific skills - this would be the case for a train driver or signal operator but is harder for softer and less quantifiable competencies including behavioural skills. If performance is expected to change as a result of training, then the evaluation needs to establish the initial performance level of the learner.
In addition to evaluating the context, inputs, reactions and outcomes to training and development, employers must continuously measure the costs. A cost/benefit analysis is usually conducted prior to committing to any training initiatives. Costs must be monitored to ensure that they don't scale over budget.

Alkins UCLA model
The UCLA Evaluation Model – Developed by Alkins, paralleled some aspects of the CIPP

model. (All but # 4 are alike) Alkins model includes:
1. Systems assessment – Provide information about the state of the system.

2. Program planning – Assist in selection of particular programs to be effective in meeting specific education needs.

3. Program implementation – To provide information about whether a program was introduced to the appropriate group in the manner intended.

4. Program improvement – to provide information about how a program is functioning, whether interim objectives are achieved, and whether unanticipated outcomes are appearing. (Not similar to CIPP)

5. Program certification – To provide information about value of the program & it’s potential for use elsewhere.
Alkins view of Evaluation – The process of ascertaining the decision areas of concern, selecting appropriate information, and collecting and analyzing information in order to report summary data useful to decision makers in selecting among alternatives.
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