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In today's global economy, business finds itself unable to compete without a skilled workforce.  Workers require diverse skills ranging from conceptual to highly technical.  However, a recent report issued from Illinois Secretary of State George Ryan revealed that more than two million adults in the state of Illinois currently read, write, and compute below the tenth grade level and many below the sixth grade level.


Training is increasingly at issue even for highly skilled workers. Re-engineering, downsizing, employee empowerment, and other modern management approaches result in constantly changing jobs. In the past, companies could hire people with the skills they needed, but this becomes increasingly impractical when jobs change so quickly. Training becomes the only viable alternative.


In the Chicago Southland area, modernization of plants and Total Quality Management (TQM) initiatives have been the driving force in training. Recent training delivered by Moraine Valley, Prairie State, and South Suburban College has confirmed a low level of basic skills. For example, instruction in statistical process control has been unsuccessful unless preceded by a class in basic math.  In this study, we found that 48% of the participants had basic skills below the tenth grade level.


Most small to midsized companies find themselves in a real dilemma.  They need to provide basic skills and higher level technical training. If they can't get the training, the companies have little chance of success. On the other hand, the cost for this training is prohibitive.  


Community colleges have done a good job keeping the cost of training low. However, the largest percentage of wasted training dollars may be due to poor decision making on who and what to train. For example, many companies use a "Grocery Store" training allocation approach that allows employees to pick and choose from the offerings, without a good measure of the benefit to be received. Others allocate training like a "Tidal Wave", flooding the same training over the whole organization, regardless of whether everyone needs the training or not. Cost effective training requires that we provide the right training for the right people at the right time and the right cost.


Our challenge is to identify the training with the biggest impact, so that the greatest possible return can be obtained for each dollar spent.  This requires workforce audits so that companies know how to structure their training programs.


Because of the crucial need to link community college resources with the most critical training needs of the business community and individual workers, we formed the Chicago Southland regional Workforce Preparation Initiative (CSRWPI).  It consists of the business & industry outreach divisions of Moraine Valley Community College, Prairie State College, and South Suburban College.


The initial effort of the consortium was a pilot study with nine companies and 572 employees from manufacturing, banking, and health care.  The two main activities were:

1)
Assessment of six basic skills of employees using the "Test of Adult Basic Education" (TABE).  The skills are vocabulary, reading comprehension, language mechanics, language expression, mathematics computation, and mathematics concepts/applications.

2)
Evaluation of job-specific skill gaps for employees using the "Training and Development Investment Manager" (TDIM) , a skills assessment and software system.  Project job analysts helped identify skill requirements.  We used self-ratings, supervisor ratings, and test scores to evaluate employee skills.


The principal accomplishments were:

-
Development of an effective Return on Investment (ROI) training needs analysis model for community colleges to accurately assess and prioritize workplace training gaps and link them with college resources.

-
Determination of basic skill levels at nine companies for 572 employees.

-
Evaluation of job-specific skill levels and emerging gaps for 321 employees in 84 jobs.

-
Calculation of a ranked critical skills list showing the financial impact of 214 skills gaps found at the companies included in the study.  Separate ranked lists of critical skill needs were developed for each company.

-
Recommendation of a high ROI curriculum showing the community college courses that met the top ranked skill needs of the participating companies.

-
Listing of course rosters indicating the individuals who can benefit most from the suggested courses.


The application of ROI principles is one of the most important recent developments in training, and it is at the foundation of our work.  Organizations cannot afford to make haphazard training investments.  A poorly conceived training program often has little or no impact on productivity or effectiveness, and it precludes spending dollars on more worthwhile endeavors.


ROI analyses of training impact are still relatively rare, and there is no consensus yet on the single best approach. We used a variant of the Training & Development Investment Management (TDIM) ROI approach developed by SDC Corporation of Libertyville, Illinois.  


TDIM is a forecasting approach. That is, it tells us the expected value of each training alternative before we train people. Having "foresight" has advantages over traditional evaluations that measure impact after training is delivered.  Foresight helps avoid costly training mistakes, and it is more effective for persuading companies to undertake training. 


Like "Utility Analysis (Added Value)," TDIM estimates both the benefits and the costs of training. The benefit side of the equation considers:


(
The size of skill gaps (the distance between current employee skill levels and optimum skill levels


(
The number of people who need a particular skill


(
The relative value of a particular skill compared to other skills for a job


(
The relative value of a job compared to other jobs within a company


The cost of the training is calculated by summing tuition or a share of instructor and development costs, lost productivity due to time away from work, training materials, facility costs, travel, meals, etc.


To evaluate the value of employee training, we begin by estimating the impact of an employee on the company.  At a minimum, the value of an employee is the cost of his wages and benefits; otherwise, the company is losing money on that individual.  Therefore, an employee making $35,000 a year and receiving a typical benefits package (about 40% of salary) has a value to the company of approximately $50,000 per year.  However, some would argue that employee value should be estimated as sales per employee.  In this case, a company that grosses $10 million per year and has 100 employees would have an average employee value of $100,000.  We worked with the companies in this study to establish employee values that they were comfortable with, since it is the companies that must accept the results.


Once we have agreed on employee value, the cost of skill gaps can be calculated. For example, assume that John Smith's job is valued at $50,000.  Through job analysis we determine that John has five key job accountabilities, and we determine a percentage weight of each, adding up to 100%. Suppose accountability "A" is judged to be 20% of his job. Therefore, it has an approximate impact of $10,000.  If there are five critical skills that are considered necessary to perform this accountability, the impact of each of the skills would be approximately $2,000.  Now, if John is only at a 50% proficiency level on a skill worth $2,000, we estimate that there is an annual performance gap of approximately $1,000.


Creating a database of training options is another important component. We evaluate training opportunities (e.g. college courses, internal company training, etc.) to determine the skills taught and the level of instruction, from beginning to advanced. Then, we can search the training database to determine our alternatives for addressing identified employee training gaps. Based on the cost of the selected training and its predicted benefit, we can calculate ROI.


We can tell a company that if they send John Smith to a particular training class, we estimate a 30% return. Is this a good investment?  Maybe yes, but it depends on how this return compares with other training options. It is possible that we can get a better ROI from funding other training!


Using the ROI approach, we provided the following types of information to the companies:

(  Skill Development Needs lists for the nine companies

FIGURE 1: SKILL DEVELOPMENT NEEDS
NEED 



NO. JOBS
AVG. JOB
AVG.

TOTAL


RANK
SKILL


CRITICAL 
GAP      
COST
COST
1

Read blueprints
 134

0.017
$1,219
$163,293

2

Basic reading
 239

0.007
$  574
$137,184

3

Machine set-up
 154

0.012
$  889
$136,950


These reports show the skill gaps and their ranked impact, the number of jobs for which the skill is critical, the average size of the gap, the average cost of the gap, and the total cost of the gap to the company.

(  Curriculum Recommendations

FIGURE 2: SCENARIO "A" CURRICULUM COURSE DETAIL


  
      # OF
TOTAL
NET

%NET


RANK   TITLE
       PROG.
COST

RETURN 
RETURN  
TRAINEES

 


1
Shop Process
2
$16,380
$47,762
291.6

22

2
Print Reading
2
$17,360
$43,362  
249.8

24

2
Inventory Control
2
$ 7,900
$16,124  
204.1

10


The curriculum reports recommend the college courses that are likely to provide the best ROI to the company. Since we want to recommend a complete curriculum, we identify how many programs should be taught based on the number of persons that would benefit and the maximum allowable class size. The ROI and the total number of trainees served is also provided. We can vary assumptions, such as the size of the available training budget, and then produce a number of training "scenarios" from which to choose. 

(  Training Roster Reports 

FIGURE 3: NEGOTIATION SKILLS CLASS ROSTER


EMPLOYEE

EMPLOYEE

NET

%NET

RANK
NAME

TITLE


BENEFIT
RETURN
1

John Smith

Manual Tapper
$4,208
532.7%

2

Vicky Jones

Gluer Feeder

$1,310
165.8%

3

Betsy Hernandez 
Acct. Sup.

$ 425
 
  53.8%


Roster reports tell companies which employees are likely to gain the most from the courses suggested in the curriculum.  

(  Basic Skills Profiles

FIGURE 4: COMPANY BASIC SKILLS PROFILE
COUNT OF EMPLOYEES - 55

AVERAGE EMPLOYEE AGE - 38

AVERAGE YEARS OF EDUCATION - 12.5

AVERAGE YEARS EMPLOYED - 9 years

VOCABULARY
1.6 - 12.9  

AVERAGE  5.9

LANGUAGE

1.1 - 12.9  

AVERAGE  5.7


MATH


1.4 - 12.9  

AVERAGE  8.6



OVERALL GRADE LEVEL - 6.7

TOTAL RECOMMENDED FOR TRAINING - 32


Company skill profile reports summarize achievement based on TABE test scores. In addition, reports are provided showing individual employee profiles (without names).


A variety of other reports can be provided using the data already collected, such as skill-based job descriptions and individual feedback reports, though we did not give these to the companies in this study. 


Once we had the reports in hand, we sat down with company representatives to discuss the results. The number of critical skills we identified for each company varied, ranging from forty to ninety skills. As we expected, the companies did focus on the skill gaps showing the largest financial impact, generally on the order of five to ten skills. We also found that the companies, including those that had procrastinated for years on scheduling training, were motivated by these results to move ahead.


In conclusion, we believe that the wasteful approaches of the past for allocating training are simply not good enough. The ROI methods used in CSRWPI's pilot project are the kind that will be required in the future to gain the attention of employers.  Most importantly, calculating ROI allows us to give top value to all of our clients, and that is truly our mission.





�This article was published in January, 1995 by the the Illinois Literacy Resource Development Center in their volume, "Foundations of a Competitive Advantage".�PRIVATE ��








