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[ C O V E R  S T O R Y ]

THE  BUSINESS 
CASE FOR  

MEASURING 
LEARNING

CONTINUING  
TO MAKE TALENT 

INVESTMENTS 
DURING A 

DOWNTURN IS 
IMPORTANT

I t is important 
for any organization 
to have a clear business case to 

measure learning and development. A solid 
business case can streamline the process of legiti-
mizing learning measurement as a necessary and 
strategic component of learning. The business case 
needs to be credible and objective. It should ap-
peal to the business stakeholder by linking learn-
ing measurement to financial results and business 
outcomes. This article will share creative insights 
on how this might be accomplished. Best Practices:  

Financial Link
Bassi Investments 

has tracked the financial 
performance of public organi-

zations that invest in talent de-
velopment. Over a multi-year period between 
1996 and 2001, their trend analysis revealed that a 
hypothetical portfolio of “high training investment 
firms” outperformed the S&P 500 for each of the 
five years examined by 5.6 percent. Although hy-
pothetical, it does point out that it pays off to invest 
in people. 

B Y  J E F F R E Y  B E R K . . . . .
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We need to take this a step fur-
ther. In 2008 the analysis was ad-
vanced and narrowed in scope to 
determine if there was a financial 
link between organizations mea-
suring training as opposed to just 
investing in training. The first 
analysis done in 2008 looked at 
a portfolio of a subset of publicly 
traded organizations that had high 
expertise with learning measure-
ment. This portfolio outperformed 
the S&P 500 between January 1996 
and December 1997 by 15.18 per-
cent in total stock returns. This 
data is amazing considering those 
companies that measure learning 
investments had nearly triple the 
performance of those companies 
that just invested in learning. 

In 2010 the study was repeated. 
This covered the 2009 time period, 
during the economic recession. 
The subset of high-learning-mea-
surement-expertise organizations 
outperformed the S&P 500 by 17 
percent. The gap widened during 
the recession. This infers not only 
that continuing to make talent in-
vestments during a downturn is 
important, but also that measure-
ment is a factor in the investment’s 
successful utilization.

Best Practices: Business Link
In addition to building a financial 

link to measure talent investments, 
you should also look for real-world 
examples of success when organiza-
tions that measured their learning 
from a business outcome perspec-
tive. 

Following are some case studies 
to augment your business case to 
quantify the value of learning in-
vestments.

Case Study:  
Healthcare Provider

A healthcare provider revamped 
a new-hire orientation program 
with the goal of reducing new-hire 
flight risk. After measuring the pro-
gram at its end and a few months 
later, it measured a reduced em-
ployee flight risk of 93 percent. Fur-
ther, they were able to automate the 
measurement of the program to re-
duce measurement administration 
by 75 percent.

Case Study: Telecommunica-
tions Equipment Maker

A telecommunications equip-
ment maker revamped its customer 
education to be more hands-on and 
competency-based. The cost to the 
customer doubled. They needed 
credible metrics to overcome the 
cost increase, which was perceived 
as an expense versus an investment. 
Pilot participants’ results were mea-

sured, and the metrics revealed an 
estimated 10 percent reduction in 
calls to the call center, and 12 per-
cent reduction in error rates due to 
the training program

Case Study: ERP Company
An ERP company was challenged 

by customers customizing the soft-
ware versus being trained on the 
standard software they purchased. 
They needed business metrics 
linked to the training to provide a 
credible reason to take the train-
ing instead of customizing the 
software. The measurement of the 
training they did estimated an 18.9 
percent increase in productivity. 
This was measured when the em-
ployees were back on the job, and 
more than 10,000 data points were 
in the analysis.

Case Study: Consumer  
Products Company

A consumer products company 
spent $5,000 per sales person on 
sales training. This was the most 
ever for the organization. The sales 
VP was interested in the ROI. A 
measurement analysis after the 
training revealed a $74,000 in in-
creased sales per sales person iso-
lated to the sales training. This was 
a credible and conservative return 
on the $5,000 investment, helping 

Additional Resources

• �www.knowledgeadvisors.com: Here you can download whitepapers such as the “Human Capital Measure-
ment and Its Impact on Stock Performance,” which has more information on the link of learning to financial 
performance.

• �www.astd.org: At this Web site you can locate local chapters and network with real practitioners to uncover 
additional measurement best practices.

• �www.roiinstitute.net: At this Web site you can review a measurement methodology that helps practitioners 
estimate business impact and isolate it to the training.

• �www.bersin.com: Here you can subscribe to research or join blogs on many learning and talent topics, includ-
ing measurement.
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the sales VP see the value in the 
training and in measuring it.

These are powerful business case 
examples. More important, they 
were not high-maintenance proj-
ects. Using practical and scalable 
standards, processes and technolo-
gies that are based on the spirit of 
credible methodologies, these met-
rics can be easily determined on a 
regular basis for any performance-
based talent program.

Best Practice: Identify and 
Manage Down the Scrap 
Learning

Many executives are motivated by 
reducing waste as much as they are 
increasing value. Most organizations 
waste 50 percent of the investment 
in talent. If an organization spends 
1 percent to 4 percent of revenue on 
training, 50 percent waste is signifi-
cant and needs to be measured. Thus 
it should be a part of the business 
case. At a minimum, showing how 
L&D is managed to reduce wasted 
L&D is governance and steward-
ship. In tough economic times that 
is an important message to send 
management.

Next Steps: Advice to Create 
Your Business Case

Now that we have great examples 
of financial links, business links, 
and scrap learning indicators, we 
can articulate the ingredients of a 

business case to measure learning 
investments. They are broken down 
into three areas.

First, measure the impact of learn-
ing on organizational performance. 
If we measure the investment dur-
ing the process and use the data to 
steer the investment toward opti-
mization, increased performance 
occurs. For example, a tele-floral 
company gained 15,000 hours of 
increased productivity from the 
workforce from technical training 
that was measured during the pro-
gram to indicate its effectiveness 
and find improvements quickly 
along the way. Another example is 
that of a major government agency 
that increased its output over a 
three-year period without any in-
crease in budget because they used 
measurement to make better deci-
sions with learning investments.

Second, measure impact on re-
duced waste. Scrap learning is a 
problem as seen by the 50 percent 
scrap issue. Showing how measure-
ment can identify and eliminate it is 
a solution to the problem. For exam-
ple, 25 retail stores saved $100,000 in 
wasted training expense because they 
measured a multi-week program 
early enough in the process to iden-
tify its faults. They fixed it and saved 
money. An instructor compared 
herself to her peers and made adjust-
ments in a leadership program. This 
saved $100,000 in scrap learning.

Third, measure the impact on 
reduced administration. Through 
standards and technology a lot of 
resource investment can be saved 
to do meaningful measurement. 
A solid measurement tool helped 
one organization reduce adminis-
trative costs of measurement by 75 
percent. At another organization, 
measurement automation retrieves 
a report in 15 seconds that took 15 
hours to do manually before.

Finally, calculate your business 
case based on the above three factors 
by applying reasonable assumptions 
so you have real, quantifiable num-
bers to present. When done for a 
typical billion-dollar organization, 
we find that the total value of mea-
surement can return nearly $3 mil-
lion, and this is ultra-conservative. 
The argument then moves to the 
fact that a solid learning measure-
ment process, which may cost less 
than 10 percent of this annual busi-
ness benefit to implement is worth 
doing. That is a good return on in-
vestment and a good business case!

Jeffrey Berk is the chief operat-
ing officer for KnowledgeAdvisors, 
a human capital analytics technol-
ogy company that helps organiza-
tions measure, communicate and 
improve the effectiveness of learn-
ing and human capital invest-
ments. Jeffrey can be reached at  
editor@trainingindustry.com

Takeaways
To create a credible business case for learning measurement you must:

• �Provide financial-based support for learning measurement.
• �Provide robust examples of how learning impacts performance and business outcomes.
• �Directly account for scrap learning and articulate learning measurement reduces waste.
• �Calculate the monetary value of learning measurement based on a) the impact on performance, b) re-

duced waste, and c) administrative savings.




