The Hard Knocks of E-Learning and ROI
By Ron Drew Stone, 20 February, 2010 
There is an old saying called, “the school of hard knocks.”  This is when you learn something the hard way through mistakes or embarrassment. It is the type of lesson one never forgets.  But, more on the hard knocks later.  Let’s get introduced to Jill and Simon who design training and performance solutions in the training department of a telecommunications company.  Sue Lin, the training director, asked Jill and Simon to take an existing facilitator-led customer service solution and re-design it to be delivered as an e-Learning solution.  The current facilitator-led program is delivered fifty to sixty times a year in an open enrollment format.  That is, each operating department having employees who interact with customers is allotted three or four seats every time the program is delivered.  
Why the e-Learning design?

Sue Lin recently had discussions with Mark, the senior VP of customer relations, about how to make the current program more efficient.  Mark wants it more convenient for employees from the various departments to attend based on their own work schedule and availability.  He also wanted the program delivered in less time, maybe four hours instead of six hours as it is now.  Sue Lin assured Mark that this could be accomplished and agreed to start now.  She suggested an asynchronous e-Learning approach which uses recorded media and other methods that allow candidates the flexibility to attend any time anywhere.  Mark likes this idea.
Sue Lin suggested that the training needs more realistic examples of customer interaction to reflect how customers are served in today’s environment. Mark agreed and permitted the designers access to several departments to observe the work setting and interview customer service team members to develop realistic scenarios.   

e-Learning design team

Jill and Simon designed the e-Learning solution to ensure that it reached all audiences, included practical exercises with realistic customer scenarios, and delivered a quality learning experience. They completed the project on time, within budget, and met the client’s asynchronous design parameters of being accessible by employees any time anywhere.  Mark was pleased and he signed and distributed a letter to all department managers in support of the new program. The department managers - many had input into the new design – were also pleased following their brief review of the product and they liked the flexibility it provided in scheduling.  
Delivery and feedback

Jill and Simon tracked the first month’s implementation closely.  Feedback from participant smile sheets suggested refinements which they were able to make.  After two months, more than a hundred employees completed the new program at their desktop and at the learning center.  Feedback from smile sheets showed the e-Learning solution was received better than the traditional facilitator-led training.  The learning check points that were built into the e-Learning course showed that learning was indeed occurring and all objectives were being met.  This program was a huge success.   
What about ROI?
During one of Mark’s routine monthly staff meetings, a discussion took place about spending.  Sales were not meeting targets and there was a shortfall in revenue.  Everyone was asked to cut back on their operating budget.  One department manager openly said; “Why are we being asked to cut back on spending when staff departments are spending more money.”  He referenced the recent expenditure to develop the e-Learning program as an example.  Others were quick to add; “And what are we getting for this money?   How is it contributing to the business?”
Sue Lin, an invited guest to Mark’s meeting, suggested that she could probably show a return on investment for the e-Learning initiative.  She asked Mark for a few days to accumulate the costs and to look at the facts and then she would put together a brief report and present it to the group.  Her request was granted and she and her team were given 15 minutes on the agenda for Mark’s next staff meeting.
Crunching the numbers

Sue Lin met with Jill and Simon to discuss the need to show a return on investment for the new e-Learning customer service solution.  They created a plan and worked together to tabulate the historic costs for the facilitator-led solution as compared to the cost of the e-Learning solution.  Comparable fully loaded costs were included for needs assessment, design and development, delivery, and evaluation.  For example, they included participant salaries, travel costs, facilitator costs, development of media and audiovisuals, equipment, etc.  They made sure they were comparing apples to apples.  
They developed a scenario for one complete year of delivery using the same number of participants for both types of programs and calculated the costs.  The cost of e-Learning training totaled $200,000 while the cost of facilitator-led training totaled $280,000.  This is a net savings of $80,000.  They applied the ROI formula and were happy to see that the ROI is 40%.
                                  $80,000 net benefit (e-Learning cost savings)



ROI =   ____________________________________________________________________   =  0.40 x 100 = 40%



                  $200,000 e-Learning cost
Now the Hard Knocks

Fast forward to Mark’s staff meeting.  Jill and Simon presented the ROI with Sue Lin’s proud support.  At the end of the presentation, a lot of looks were being exchanged around the room.  Mark knew what his manager’s were thinking.  He was thinking to himself: “How can I gently break the news to my partners from the training department?”  Listen to what Mark said.
I applaud your effort in saving money for our company. This is what I expect and you deserve five stars.  However, the true test for ROI is not activity, but results.   The cost savings, while substantial, does not demonstrate that the employees were able to influence business outcomes upon returning to their job. Improvement in measures such as customer satisfaction, customer complaints, and other customer service measures would be the true indicator of success for this program.    

From this 40% we do not even know if the employees actually executed what they learned when they returned to their work.  The short way of saying this is; the cost savings of $80,000 represents a savings in an activity that may not be necessary, because we do not even know if it is achieving a result. The same would be true if it were the facilitator-led training. This is not really a ROI calculation at all, because it is not based on business outcome results.
So, in summary, I applaud that you are prudent with company funds and you saved the company money.  However, I believe my managers are thinking, since we are spending so much money on this program, it would be beneficial to know if it is making a difference.  For example, what are the employees doing to provide better customer service and what key business indicators have improved?  And if there are improvements, then you can calculate a true ROI.  This would be the true test of the programs contribution to the business.  It will take time to demonstrate this, so let me know when you will have the data and how I can help.
Back at the office

Now Jill and Simon (and Sue Lin) know exactly what is meant by “hard knocks”.  They can be proud that they achieved a savings for this cost of this activity called training.  But they now understand how “activity” and “outcomes” are two different things and only outcomes can be used to calculate ROI.  They have committed to learning how to evaluate training for business outcome and ROI so they can put it into practice this year.  They will get ready by learning about measurement and ROI, and they will seek another day to show management how training and performance solutions make a contribution.  
We will cheer for Jill, Simon, and Sue Lin.
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