This case was prepared to serve as a basis farsdiso rather than to illustrate either effective
or ineffective administrative and management pecasti All names, dates, places, and
organizations have been disguised at the requéiseafuthors or organization.

Measuring the ROI of an e-Learning Sales Program

Financial Services Company

Lizette Zuniga

This case study is focused on the ROI of an e-legrsales intervention. There are several
aspects that made this project one to share vhgrst This particular case includes competency
modeling, competency assessment, and evaluatiopamnts for the sales academy at a large,
Midwestern company in the financial services indysll the while undergoing a large merger
integration process. The learning group enlistedatsistance of LCZ Integrated Solutions to
provide consultation for the competency developnaswltevaluation aspects. This study outlines
the business need for the intervention, the e-legqorogram, and the evaluation plan, including
how data were collected and analyzed. Finally,white-up concludes with the results from
implementing the e-learning program as well aslesdearned.

Description of the Performance and Business Needs

A large, Midwestern company in the financial seeg industry implemented a revised
sales program in its sales academy. There were thieers for the revised program. First, the
learning group identified the knowledge requirerseantd critical skills for their business and
documented key competencies required to move thimdss forward. Not only did the content
of the sales academy need to be revised to matahetly competencies, but the time spent in
training needed reviewing. Second, the former sad@slemy consumed 3 weeks of the new
hires’ time. A significant impetus for the e-leargiversion of the sales academy was the need to
reduce the amount of time spent in training andsgkds associates generating sales earlier in
their tenure. Finally, the company was in the pssaef acquiring a large company and wanted to
capitalize on cross-selling its products. This niélaat sales associates needed to increase
knowledge of all the products and develop new tratisns with existing customers.

Two additional issues of consideration occurrimgutaneously were a new product
launch and the fact that the call center was urudeggcustomer service training, which could
affect customer satisfaction. An audience analysigirmed that e-learning was an appropriate
medium for the sales associates. The analysis shthvat there were 3,000 sales associates
scattered throughout the United States and more2@@ countries around the world. Many of
the sales associates were remote employees. Asvaradrs, these sales associates used laptop
computers through which they could access the cogipantranet.

Description of the e-Learning Program



The learning group enlisted the assistance of li@&grated Solutions to assist with
competency modeling, competency assessment, ahthgga components of this project.
Additional outsourcing assistance was obtainecetebbp Web-based training.

The sales e-learning program was designed to wmeptee skills in the following seven
competencies: general sales skills, technical kedgé of the products, customer focus skills,
prospecting, negotiating, managing resistance gaimdng business results. A basic sales skills
segment permitted the sales associates to tesfdliedational skill level. Refresher content
guided the learners through specific competenaés® moving into the remaining sales topics.

The assessment provided immediate input on stisragtd areas of improvement for
each member of the sales team. This informationti@a&ed in a database and triggered an
automatic individual development plan to improvéiskn the seven competencies. The skill-
gap assessment coupled with the e-learning deBmymeal individual sales associates to
customize their learning experience. If the sags®eaiate already had strengths in negotiating
skills, then the program allowed the learner toasgnegotiating skills and focus on specific
areas needing improvement.

Evaluation Plan and Objectives
The learning management system (LMS) was the pyimshicle used to launch, score,

and track the modules and the evaluations. At libeecof each module, the learner was triggered
to automatically complete a Level 1 evaluation.ufegl presents the full data collection plan.
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The goal for satisfaction was set for an averagegaf 90 percent. Mastery learning checks
(Level 2) were embedded in the design of the erlagrmodules. The learner was required to
complete the mastery checks before completing theéuhe. A goal of 85 percent correct was set
for the mastery checks. Pre- and posttraining glii assessments (Level 3) were administered
online to measure and track the level of sales etemzies among the sales associates. A
minimum score for the posttraining skill assessmadmninistered 3 months after training, was
set for 80 percent. Other performance and busingsasct measures, which were tracked in an
online sales workforce database included the faligw

» ability to contact 10 new prospects and conductis@ssessment on those prospects.
within a week after attending the sales academy

* number of sales proposals that the sales assogetesated based on the assessments
within 30 days

* number of new accounts opened

» weekly amount of dollars earned from sales in its¢ 4 weeks after sales academy

* monthly amount of dollars earned from sales thézeaf

* number of customers retained out of total custdoeet

* dollar amount gained from new accounts

* reduction of time spent in training

* amount gained from cross-selling products (neviaitinte).

See figure 2 for the ROl analysis plan. To isothteimpact of the e-learning program,
participants and their managers were asked to aithe impact of the e-learning program on
the business results. Confidence levels for estisnatre used to adjust for any indecision
(Phillips, 2003).
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Cost of the e-Learning Program

The total cost of the former sales academy was8908300. This included analysis,
design, marketing, delivery, evaluation, and ovatcheosts. Each sales associate already had an
assigned personal laptop and the company alreatipir@hased an LMS; nevertheless, a
proportionate amount of the hardware and softwaewllocated to this project. The costs of
the program are illustrated in table 1.

Item ltemized Cost|| Total
Cost
Upfront Costs
Servers (to accommodate learning technology) $10,00 $10,000
Software (authoring software, LMS, survey softwargual classroom $60,000 $60,000
setup): Depreciation Rate per YeaNumber of Years
Hardware (PCs) $18,000 $18,000
Total Upfront Costs $88,000
Recurring Technology Costs
Annual software maintenance $500 $500
Upgrades for software $300 $300
Total Recurring Technology Coslts $800
Analysis Costs
# of employees average salany benefitsx # of hours on project $6,500 $6,500

Meals, travel, and incidental expenses

Office supplies and expenses
Outside services $2,000 $2,000

Equipment expense

Other miscellaneous expenses

Total Analysis Cost $8,500

Development Costs

# of employees average salany benefit ratex # of hours on project $6,500 $6,500

Program materials and supplies
CDs/diskettes

Artwork/graphics
Other




Outsourced services $300,000 $300,000
Internal services (for example, information teclugyl staff), including $7,500 $7,500
salaries and charge-backs for services:
# of employees average salany benefit ratex # of hours on project OR
amount billed by department
Registration fees
Other miscellaneous expenses $5,500 $5,500
Testing (alpha and beta testing): # of testeaverage salary benefit rate | $5,500 $5,500
x # of hours on project
Total Development Cosls $325,000

Marketing Costs
Marketing staff: # of marketing employeesiverage salary benefit ratex | $1,000 $1,000
# of hours on project
Meals, travel, and expenses
Office supplies
Printing and reproduction
Outsourced services
Internal services
Equipment expense $150 $150
Hardware expense $175 $175
Software expense $175 $175
Miscellaneous expenses

Total Marketing Cost $1,500
Delivery Costs
Participants’ time in training: # of employeesverage salary benefit $4,557,000 $4,557,000

ratex # of hours of training time (tracked by eitheréstamp actual or
average)

Lost production (explain basis)

Program materials and supplies, if required

Instructor costs for synchronous learning

Instructors’ salaries and benefits

Meals and travel expenses for synchronous learifiagplicable

Outside services

Facility/rental costs (synchronous, satellite studistance learning lab)




Facilities expense allocation

Hardware expense

Software expense

Miscellaneous expenses

Total Delivery Costs $4,557,000
Evaluation Costs
# of employeex average salany benefit ratex # of hours on project $6,800 $6,800
Meals, travel, and incidental expenses
Participants’ costs for interviews, focus groupsysys, and so forth
Office supplies and expenses
Printing and reproduction
Internal services
Outsourced services $8,000 $8,000
Hardware expense $100 $100
Software expense $100 $100
Other miscellaneous expenses
Total Evaluation Costs for Program/Project $15,000
TOTAL PROGRAM/PROJECT COSTS $4,995,800

Adapted from J. Phillips (199 7eturn on Investment in Training and Perfor mance

Improvement Programs. Boston: Butterworth-Heinemann.

Table 1. e-Learning cost tabulation worksheet.

Results

Overall, the number of hours spent in training waisfrom 105 hours to 49 hours per

sales associate. Annual earnings show a reventease of approximately 13 percent. One-year
tracking showed the following: Within a week aftgtending the sales academy, sales associates

were contacting 10 new prospects and conductingshagsessment 80 percent of the time; the
number of sales proposals that the sales assogetesated based on those analyses within 30
days increased 22 percent; the number of new atcopen increased 32 percent; and the

number of customers retained increased 8 percent.

Intangible results included customer satisfacéind retention. There was also a notable

increase of motivation among the sales associttkke (2).




Level 4 Evaluation |tem Results

Hours reduced in training per sa 56-hour reductio

associate

Annual revenut 13 percent increa

New prospects contact 10 per wee

Needs assessment condu 80 percent of the tin

Number of sales proposals genere 22 percent increa

based on those analyses within 30 days

Number of new accounts opel 32 rercent increas

Number of customers retair 8 percent increa

Dollars earned from new accou 19 percent increa
($20,000,000 to $23,800,000)

Dollars earned from cro-selling $120,000,00

Table 2. Level 4 results of the sales academy progr

In terms of revenue earnings, the amount of doBarned from new account sales
increased 19 percent, from $20,000,000 to $23,800,0he participants and their managers
estimated that the revised sales academy contdliat@0 percent of the new account sales with
a confidence level of 65 percent. The amount gafr@d cross-selling was $120,000,000. The
participants and their managers estimated thaethised sales academy contributed to 45
percent of the cross-selling earnings with a camfa® level of 25 percent. The two revenue
figures were converted to profit margin using gp8@cent margin rate, according to the financial
averages of the company (table 3).



Hours Reduced Amount Saved | solation Final Result

in Training Adjustments
56 $3,124,80 70% Estimat $1,421,78
65% Confidence
Amount ofincreased $3,800,00 70% Estimat 518,70(
dollars generated from ($23,800,000 - $20,000,000) 65% Confidence
new account sales 30% Profit margin
Amount ofincreased $120000,00( 45% Estimat 4,050,001
dollars earned from 25% Confidence
cross-selling 30% Profit margin
TOTAL BENEFITS $5,990,484

Table 3. Benefits adjusted for isolation and caerfice estimates.

BCR =$5,990,484 = 1.2
$4,995,800

ROI = $5,990.484 (Benefits) - $4,995,800 (e-Leagrpnogram costsy 100 = 19.9%
$4,995,800 (e-Learning program costs)

An ROI of 19.9 percent means that for every $Esgted in the program, there is a return
of $1.2 innet benefits, after costs are covered. These benediteepresentative of annual
benefit, showing the amount saved or earned faat following the launch of the e-learning
sales academy program. The benefits will contirftex the first year and are likely to increase
in the case of this program. Although the impachebmes decreases in traditional learning
settings after the first year, this is not alwayeetfor e-learning programs. Given the upfront
technology and development expenses in e-learthieghenefits may increase significantly after
year one.

This case study shows annual benefits, but RQ@itpicners should consider the
multiyear impact of e-learning programs. Accounddrgquently use depreciation and
amortization to spread out the costs of assetsigltiiie years a company intends to the assets.
Companies often use a conventional straight-linthatkof depreciation, which depreciates the
same amount of cost each year rather than deprecrabre during the first few years after the
purchase of a major asset. Overall, the straigletfinethod results in lower expenses, and,
consequently, higher profits in the first few yeafter the purchase. Another method--
particularly for technology investments--is theeaecated method. It is strongly recommended
to partner with the financial analyst to follow theeferred method of depreciation. When
considering long-term impact, the shelf-life of #dearning program in its current format must
be determined (Groppelli & Nikbakht, 1995).

Communication
Communication of the results is a critical stephi@ ROI process. It is also important to

remember to customize communication accordingeémteds of the recipient. This particular
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study required three different forms of reportiRggure 3 outlines the medium and the target
audience for communication of the ROI results fthis study (Phillips & Phillips, 2001).

Communication Approac Recipient of Communicatic

Detailed report of the ROI stuc

Projectsponso
Project team

Executivesummary

Executive teat
Program participants

Summary ofindings

Future participan
Future managers

oo00o0o

Figure 3. Communication plan for evaluation repayti

Lessons Learned

The process of designing and evaluating an R@lyskinot all smooth sailing. In fact,

there are several areas to highlight as lessonsddan the hope that other ROI practitioners can
learn and avoid unnecessary work in their projects:

1.

Get early executive support. The HR or learningigroften feels ownership of employee
development processes and is hesitant to let treedeeloped independently. Initial
barriers occurred because of putting the projeetdlof collaboration. Early partnership
and consensus building is critical to the succé#iseoproject. Without the early and
intermittent involvement of key business executivkee project is doomed to failure.
Partner with the financial analyst within the ctiemganization. This partnership provides
the ROI practitioner with a couple of advantagesstFit helps establish credibility from
the CFO organization early in the project, and sd¢cd helps the ROI practitioner learn
about the preferred method of depreciation.

It is helpful if the project team is cross-functnEarly credibility suffered during this
project because it was initially seen as anotheiirttititive. Create a Project team that
comprises the right mix of functional representgiand skills to complete the study in a
timely and credible manner.

Enlist an expert in the ROI process. Whether irgkeon external, these skills are a must
for developing a credible ROI study. Without sugpextise, confidence levels could
weaken.

Questions for Discussion

1. What steps would you take to ensure executive stippgour ROI project?

2. What accounting approach does your company take waleulating factoring the
costs of assets during the years a company intendgse the assets?

3. Would you have shown the results in terms of arinecdlbenefits from a single year
or multiple-year results?

4. How could you ensure that you had the right miteaim members (skills and
function) on your project team?
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5. Are there other impact measures that you would hastaded in this study?
6. What would you have done differently in this study?
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