Returns on investment (ROI)
ROI is often viewed by the HR industry as the most sophisticated level of evaluation. ROI is essentially the calculation of the monetary value or result of training as a function of training costs. It is expressed as:
ROI (%) = net programme benefits ( programme costs x 100
Examples of net programme benefits include:
· money or time saved as a result of productivity gains

· reduction on error rates and cost of error

· reduction of time spent on correcting errors 
As an example:

1. time saved from productivity gains in applying new project management skills per person = 5 days
2. 1 day saved = $227 net savings (based on daily, direct salary of someone on  $80k a year not including on-costs etc)
3. 5 days saved per person = $1136
4. savings from 40 participants who have attended the project management programme is: 40 x $1136 = $45,440
5. programme benefit for 40 people as a result of productivity gains in applying new project management skills = $45,440
6. net programme benefits is calculated by subtracting programme costs, which in this example is $10,000 from the savings of $45,440 =          $35,440.
The ROI therefore is:
$ 35,440 (net programme benefits) ( $ 10,000 (programme costs) x 100 = 354%
This means that for every $1 invested in the programme, there is a net return of $3.54 to the organisation after costs.
Caveats to ROI
Basic ROI calculation does however require that:
· direct and indirect costs of training can be tracked
· training results in a tangible demonstrable outcome eg, savings or reduction in error rates etc. which can be financially costed. 
Outcomes that are less tangible including increased morale, enhanced organisational climate etc, while very important, are difficult to quantify in monetary terms unless they can be directly linked to indicators such as absentee or voluntary separation rates for example.  In addition, outcomes such as enhanced organisational climate or morale are often the result a range of inter-related factors which lie outside the influence of any one training programme. 
Understandably, there is considerable difficulty and cost involved in isolating these factors or variables to the degree that specific linkages between the training event and outcomes can be determined and measured financially.
Attempts at ROI therefore should be focused on training programmes which impart skills that result in observable and measurable workplace improvements. This could include:
· faster processing or response times
· reduced errors
· reduced wastage
· better utilisation of infrastructure or software for example
· reduced accident rates
· less time spent correcting errors
· less time spent on counselling poor performance
· less claims for workers compensation;
· reduced grievance rates.
These improvements fall into output, time, quality and costs related factors, which can generally be measured in financial terms.
While it is becoming an increasingly fashionable concept with leading Australian organisations to attempt to measure the returns on training investment, ROI constitutes only one part of a good evaluation effort. In some situations as discussed above, ROI may not be an appropriate measure to use. 
When to use ROI
The decision to employ ROI as a measure should be influenced by several key factors:
· the degree that the need can be financially costed, e.g. What in financial terms is the current lack of skill in this particular area costing the agency?
· the nature of the learning objectives within the programme in meeting those needs, e.g. Are learning objectives constructed around specific, measurable skills?
· the degree that the skill need can be addressed by specific training, e.g. a lack of leadership ability may not always be solved through leadership training
· the opportunity available for the learner to fully apply his/her learning back at the workplace
· the degree that the results from the application of learning can be articulated as output, time, quality and/or cost factors. 
While ROI can and does play an important role in helping make judgements regarding a programme’s worth or value, it clearly is not the most appropriate mechanism for all occasions.
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