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Executive Summary

The economy has executives looking
to streamline training

A global recession, widespread corporate meltdowns and a weak U.S.
dollar have combined to create what some pundits are calling the worst
financial era since the Great Depression. In these uncertain economic
times, when budgets and spending come under especially keen scrutiny,
training and development (T&D) programs are often the first targeted for
cuts. A 2008 survey conducted by Expertus and TrainingIndustry.com
found that over half of the respondents reported that they were under
either “significant” or “intense” pressure to reduce their training budgets,
and 91% said that they have felt pressured to do so to some degree (Train-
ing Efficiency, 2008).

U.S. organizations spent $56.2 billion on T&D (including budgets and
payroll) during 2008, with an additional $15.4 billion earmarked for exter-
nal services and products (“2008 Training Industry Report,” 2008). The
American Society for Training & Development (ASTD) found that average
direct per-employee spending increased to $1,103 in 2007, up 6% from
2006, and employees received an average 37.4 hours of formal training.
The average cost of learning hours used or received rose to $56 in 2007,
up 2.5% from 2006 (ASTD, 2008). It's no surprise that mounting costs
and current economic concerns are straining both training budgets and
training leaders (Laff, 2008a).

But the news isn’'t completely downbeat. An idcp survey conducted in
late 2008 on behalf of ASTD found that, while there has been a marked
decrease in funds allocated for training, many respondents still reported
that their firms were placing a stronger emphasis on the importance of
training than had been the case in previous periods of economic hard
times (ASTD and i4cp, 2009, preliminary data).

Measuring the ROI of training — the cost/benefit ratio as well as its
impact — can be a frustrating task. The Washington Post reported in
2008 that a study conducted by University of Arizona sociologist Alexan-
dra Kalev concluded that most diversity training is ineffective. Such news
might understandably lead executives to question whether their invest-
ments are paying off. But while most executives say they consider hard
data the most important method to gauge the return on their investment,
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most organizations do not use metrics beyond the commonly employed Kirkpatrick Levels I-11I model and
volume-based measures. According to the Expertus/TrainingIndustry.com survey, only 28% of organizations
use either advanced or ROI/profitability-based metrics. Moreover, only about 35% of funds allocated to train-
ing were spent on delivery, and fewer than half (43%) of the management team found the delivery to be efficient
(Training Efficiency, 2008).

What can be done? Investing in technology, streamlining evaluations and reporting processes, optimizing
scheduling and reducing staff were the top actions planned to reduce administrative costs in 2008 (Training
Efficiency, 2008). Outsourcing training is an option, but if the training is not effective in the first place, the
problem could be exacerbated. As Martyn Sloman of the Chartered Institute of Personnel and Development
(CIPD) notes, “The training partner needs to be very closely aligned with what the organization wants to achieve
in its overall business plan” (Wigham, 2008).

Mastering business alignment is key. A 2008 Bersin & Associates survey update, The High Impact Learning
Organization, found that “improving business alignment” was the top issue cited by 800 learning leaders. To
achieve this, many say that the focus should not be on the training department or the budget, but rather on an
organization’s culture. In an effort to find what drives business impact, Bersin identified 18 predictors of high-
impact learning. An “organization learning culture” was number one (Bersin, 2008).
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Consolidated = includes all of the organizations that submitted data for a particular year
BMF = ASTD Benchmarking Forum Organizations
BEST = ASTD BEST Award Winners

Source: ASTD, 2008
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