Mind map

Training ROI: how to calculate it without making up numbers
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Formula and challenge

e (Gain - cost) = cost x 100
e Costis easy; gain becomes fiction
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Three cost layers

e Direct: vendor, materials, room, travel
e Indirect: HR hours on the program
e Opportunity: trainees' working hours

e E.g., 15 people, 16h, RS 14,400
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Three sources of gain

e Cost reduction: the most defensible
e Higher output, with a prior indicator
e Participant estimates: the weakest
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Action plan

Measure the indicator

Add up direct, indirect,
and opportunity costs

before the first cohort
starts

Estimate the gain,
prioritizing cost
reduction

Training ROI

Isolate the effect with a
comparison group or
historical series

3 41-"'

-

.

Isolating the effect

e Comparison group: the strongest method
e Historical series of 3 to 4 periods
e Declared confidence factor
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When not to calculate

e Culture, long-term, or diffuse effects
e Measure Kirkpatrick level 3
e State that financial ROl doesn't apply
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Baseline first

e Without prior measurement, ROl is rhetoric
e Instrument applied before the first cohort

Declare the confidence

Key takeaway

ROI with stated assumptions
persuades more than a round
number with no source.

factor as an estimate
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