


Basis for the Principle of Sustained Impact

Failure to conduct a sustained impact analysis is a major contributor to overstating results and inflating ROI calculations.  When conducting a business impact study to determine the results influenced by the training and performance solution, the data are usually collected from one to six months after the delivery.  The specific timing depends on the type of measure, the cycle time of the performance improvement measure, the expected frequency of execution in the work setting, and several other variables that affect the availability and quality of the data collected.  When calculating ROI, it is acceptable practice to annualize the benefits (business outcome results) from a shorter time period and compare it to the annualized and fully-loaded cost. But there is a catch.

The catch: Even though it is acceptable to annualize benefits when calculating ROI, the Principle of Sustained Impact exists to ensure that benefits are annualized correctly and conservatively.  The principle of sustained impact considers it to be a serious flaw to automatically annualize an improvement during data analysis.  As noted below, several factors must be accounted for when annualizing the results. 

· Not all benefits are equal.  Not all benefits are recurring in nature.  Annualizing all benefits in the same manner or on the same basis can easily inflate the results and seriously overstate the ROI.

· Automatically annualizing results fails to take into account the additional costs that may be incurred during a twelve month business cycle.  

· Automatically annualizing results fails to take into account the additional variables and influencing factors that may occur during a twelve month (or longer) business cycle.  

Considerations for Sustained Impact Adjustment

· One-time impact. An adjustment is not made when an improvement will not recur. The improvement is not annualized.

· Recurring impact. An adjustment is made when an improvement is reasonably expected to sustain or repeat itself continuously or from time to time.

· Turnover loss adjustment. When an improvement is annualized due to recurring impact, a “loss adjustment” must be made to account for the average turnover experience of the population that achieves the improvement.

· Other adjustments identified. When an improvement is annualized, there may be additional factors or circumstances that require an adjustment to be made.  For example, an adjustment may need to be made to account for the time value of money (money available at the present time is worth more than the same amount in the future due to its potential earning capacity).  
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