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EXECUTIVE SUMMARY 

Scottish Enterprise Dunbartonshire appointed The Duck Company (Creative Solutions) Ltd to undertake a review of the Return on Investment (ROI) pilot project in June 2004 when the project had been operational for 15 months.

The ROI pilot is one of a number of interventions designed to implement the objectives of the “In-Work Training Strategy Statement” prepared for the SE Dunbartonshire Board in response to the priority requirement to increase demand for and participation in training and development by both employers and employees.  The project targets a key group of Dunbartonshire SMEs (especially those with a limited commitment to employee development) and Managers/ Supervisors, low skilled/low waged employees within these SMEs.

The objectives of the pilot ROI project are:

· To develop, deliver and refine a practical process by which employers can be assisted to quantify their direct and indirect investment in training and development and measure the return on investment gained

· To assist business owners/managers to identify and achieve appropriate company growth goals through training and development activity

· To support SMEs to develop Workforce Development Plans and complete delivery against same, identifying potential sources of funding

· To increase the number of low skilled/low paid employees and Managers/Supervisors undertaking training as an outcome of the above.

The following key points, recommendations and conclusions are detailed in the report:

There continues to be a high level of interest in “In Work Training” at a strategic level throughout the UK, with the focus on analysis of the skills gaps and gaining employer commitment to training and development.   It is widely accepted that developing people has a major impact on business growth, efficiency and competitiveness.

Whilst the need to provide practical measures is recognised, both to encourage businesses to invest more time and resources in developing their people and to provide statistical reports to justify public expenditure on training, few organisations have devised ways of capturing the information adequately and none have succeeded in creating the depth and breadth of approach provided by ROI.

Those organisations involved in delivery, tend to focus on training needs analysis and changing culture and attitudes rather than on providing measures of progress.

RECOMMENDATIONS FOR THE ROI PROJECT
	1
	ROI should be promoted and marketed to an appropriate target group of clients using success stories (Case Studies) and business ambassadors from the first group to explain the benefits.  Prominence should be given to the fact that this is a Scottish Enterprise product and that it is flexible enough to be tailored to individual business needs.

	2
	There should be a re-evaluation of the prime client target for ROI and a set of criteria introduced to ensure that those businesses that stand to benefit the most are in receipt of the highest levels of support.  SED also has to justify its “Return on Investment” in the form of demonstrable results!  

	3
	IiP Advisers, LDS4B Executives and ROI Project Leader should be encouraged to share information about which clients are being approached.

	4
	“Fireproof” the programme by setting entry and exit criteria.

	5
	Refinement of administration is key, so investigation of a possible  online/CDROM version could be beneficial for both advisers and business users.

	6
	Introduce ROI to the Gateway and other intermediaries and offer training in the use of the tools.

	7
	Enlist the support of business champions for promotion and mentoring.

	8
	Set up self managed Learning Support groups.

	9
	Develop better links to other sources of financial support (BITE may end soon) and discuss potential future funding prospects with SEP


RECOMMENDATIONS FOR THE ROI PROCESS
	10
	ROI should be promoted to a wider public sector market at an early opportunity.

	11
	Although ROI can exist as a stand alone initiative, it provides a powerful tool which could add value to existing initiatives too, if integration can be negotiated with product “owners”.

	12
	At a national level, there appears to be an opportunity to develop both a simplified online, web based tool kit, which would sit logically on the Business Gateway site and an in depth analysis tool for professional business advisers.  Both options should be examined for potential costs and collaboration with other developments (BLAs, Gateway review).

	13
	The opportunity to establish joint training initiatives for SMEs as a follow on activity to ROI should be further investigated.


CONCLUSIONS

The Return on Investment Project, whilst still in the early stages of its development, is providing a valuable resource to businesses by clearly demonstrating to SMEs the positive effects of people development on their profitability. Whilst many businesses may already accept this principle in theory, ROI provides a very practical framework in which to measure success.

The ROI Project can benefit from some minor adaptations to delivery and needs to be viewed now in the long term context of embedding into the existing business support infrastructure, especially the Business Gateway.

The ROI Process is valuable in its own right and could add value to a number of existing and emerging national initiatives if correctly presented and positioned.

RETURN ON INVESTMENT (ROI) PILOT PROJECT REVIEW

SCOTTISH ENTERPRISE DUNBARTONSHIRE

1. BACKGROUND 
An “In-Work Training Strategy Statement” was prepared for the SE Dunbartonshire Board in response to the priority requirement to increase demand for and participation in training and development by both employers and employees.  The ultimate aim of the strategy is envisaged as follows:
“All businesses in Dunbartonshire and their employees recognise the benefits to be gained from active participation in “in work training”.  There will be increased volume, distribution and quality of “in work training” activity and a system in place to ensure that the benefits gained are identified and measured”.

The long term operational interventions are designed to deliver the following results:

· Changed attitudes on people and businesses so that they value learning as a key driver of prosperity.

· A measurable increase in the proportion of the working population participating in formal or informal learning.

· Measurable increased investment from the employing community in learning.

· An increase in the financial returns gained by business as a result of their investment in workforce development.

The Return on Investment (ROI) pilot is one of a number of interventions designed to implement the objectives of the Strategy Statement with the key target group of Dunbartonshire SMEs (especially those with a limited commitment to employee development) and Managers/Supervisors, low skilled/low waged employees within these SMEs.
The objectives of the pilot ROI project are:

· To develop, deliver and refine a practical process by which employers can be assisted to quantify their direct and indirect investment in training and development and measure the return on investment gained

· To assist business owners/managers to identify and achieve appropriate company growth goals through training and development activity

· To support SMEs to develop Workforce Development Plans and complete delivery against same, identifying potential sources of funding

· To increase the number of low skilled/low paid employees and Managers/Supervisors undertaking training as an outcome of the above.
2. THE  TASK
Scottish Enterprise Dunbartonshire appointed The Duck Company (Creative Solutions) Ltd  to undertake a review of the (ROI) pilot project in order to:

a) Review and evaluate the robustness and “fit for purpose” of the process and procedures developed through the pilot project;

b) Assess the effectiveness of the pilot in meeting its strategic objectives;

c) Provide recommendations for the future development or modification of the ROI toolkit for use with Dunbartonshire businesses;
d) Provide information and context which will assist SE Dunbartonshire to allocate appropriate resources to the project in future and to establish meaningful targets.

3. THE REVIEW  -  PART 1: RESEARCH AND STRATEGIC REVIEW

The first stage of the research provides a review of current and emerging thinking evident in the development of strategic approaches to “In Work Training” throughout Scotland and the UK.   

In order to evaluate the robustness and “fit for purpose” of the ROI process and procedures, desk research and telephone interviews were carried out with personnel within a number of key organisations.  A complete digest of the stated aims of these organisations, on supporting or encouraging SMEs to increase their investment in training and development, is appended at ANNEX A.  The relationship or potential relationship to ROI is also noted and a summary of the key points is presented here:

SUMMARY OF KEY POINTS
1. There continues to be a high level of interest in “In Work Training” at a strategic level throughout the UK, with the focus on analysis of the skills gaps and gaining employer commitment to training and development.   It is widely accepted that developing people has a major impact on business growth, efficiency and competitiveness.

2. Whilst the need to provide practical measures is recognised, both to encourage businesses to invest more time and resources in developing their people and to provide statistical reports to justify public expenditure on training, few organisations have devised ways of capturing the information adequately and none have succeeded in creating the depth and breadth of approach provided by ROI.
3. Those organisations involved in delivery, tend to focus on training needs analysis and changing culture and attitudes.
4. THE REVIEW  -  PART 2: ROI PILOT IN DUNBARTONSHIRE
The second stage of the research was designed to provide both qualitative and quantitative analysis about the performance of the pilot in terms of achievements to date and the likely outputs and impacts.  This research concentrated on two distinct areas: 

a) The operation and delivery of pilot project and recommendations for  amendment and future delivery of the model in Dunbartonshire.
b) The effectiveness of the ROI process in producing measurable and meaningful results.
The research process involved consultation with individuals directly involved with delivery of the project and clients who had participated for varying times ranging from just over 12 months to new recruits in the current year. The research does not constitute a full evaluation and does not assess the competency of the business clients or the consultants engaged to deliver ROI. It was decided to take a semi formal approach and is therefore designed to take a “snapshot” view of the process in action.
Using the output from the research, a questionnaire was constructed as a framework for the discussion, but participants were invited to comment in “free flow” when discussing a topic of particular interest.  The set questions were designed to illicit from the clients perspective how much they understood about the process, its aims and objectives, whether they could clearly identify the measures set for their business and whether any results had been achieved, benefits accrued or barriers to progress encountered.

The 56 SMEs involved in the ROI project to date were contacted for a brief telephone interview and a selection were contacted for more in depth discussions.  Twelve of these businesses had completed 12 months of the pilot, some had only completed 6 months and some had been newly recruited.  Nineteen businesses were part of the construction group pilot.
What follows is a digest of the assimilated views of the SME clients, from the perspectives of employer and employee.  Two points should be noted however to set the comments in context.
· The businesses surveyed were generally unable to pinpoint one particular part of the process as being more helpful than another.  Their focus was, understandably, on the results of the process i.e. the effect on their profitability rather than on the way in which the measurement process worked.  Many had no other experiences of measurement processes, or contact with advisers to use as a benchmark, so could not make a comparative judgement.
· Only twelve of the businesses had completed 12 months or more of the process, so many of the comments were made by participants who were still coming to terms with ROI and not fully acquainted with or immersed in the process.  Those who had been recruited earlier in the pilot were generally much more positive about its value; the challenges noted overleaf related mainly to the more recent recruits.  With a few notable exceptions, the 19 companies on the construction group seemed particularly confused about or unaware of ROI objectives. It is therefore not appropriate to concentrate purely on quantitative survey information at this time.
a) SME Customer Survey and Feedback - A balanced view
The table below represents a summary of the main issues and comments recorded by the businesses surveyed.

	BENEFITS
	CHALLENGES

	The clear ROI framework provided both impetus and a starting point for SMEs to take action. The “small bite” approach was generally appreciated by some businesses who felt overwhelmed by a larger scale strategic review process.


	Smaller SMEs (employing less than 5) needed a lot of support to complete the process.  Without a dedicated HR resource, this was mainly an owner/manager task that tended to be regarded as a low priority when faced with more pressing matters.

	The process of defining training needs and looking at specific returns to the business provided a good platform for preparing funding or grant applications, especially to the BITE project.


	Some businesses were honest and direct, commenting that without the grant, they would not be able to afford to complete the specified training, when formal training was recommended.  

	The process provided a good introduction to other initiatives – especially Investors in People (IiP) and the National Training Awards.
	Some businesses perceived that there was some overlap between the initiatives and did not wish to do both ROI & IiP.  They did not view it as a complementary or supportive activity.



	The most enthusiastic supporters of the process could quote and strongly relate to the business benefits and measurable results which they found easy to understand. 
	Some found the process complex and over bureaucratic.  Many were confused as to the reason they had been recruited (especially the construction group) and some did not realise they were participating. 


	Several examples of good Case Study material were identified – local success stories of business improvements.

	There was a low awareness of programme aims within the sample and few identified ROI as an SED sponsored “product”.  Most businesses could relate to the adviser, when named, rather than the programme.


	In general, businesses found it easier to specify tangible benefits that were clearly tied to the “bottom line.” 

	Softer skills and the benefits of informal training were difficult to measure. Very few businesses could identify evidence of culture change within the business.



	In general, there appeared to be a correlation between the size of the business and results/attitude to ROI.  The larger businesses could demonstrate more improvements as a result of their investment.

	“Time constraints” were noted as the main perceived barrier by all businesses surveyed – especially micro businesses or owner/managers with less than 5 staff.


The businesses found that the pre-defined measurement objectives provided a good starting point for analysing their own issues and for setting targets, however some were able to identify specific measures that were tailored to their own circumstances and could site tangible results.  The following highlights are from participants’ experiences  that could be used as Case Studies or “good news stories” in order to promote the benefits of ROI to other businesses:
· Sage accounting training enabled businesses to run their own payroll instead of outsourcing it or to understand and prepare better for the requirements of their accountants. (Coach House Coffee Shop & The Anchor Inn)
· Waste and energy saving measures were introduced and cost benefits observed. (RHI Refractories)
· Reducing the number of laundry bags per week made staff aware of the costs to the business and the need to improve efficiency. ( Whitefield Lodge Nursing Home)
· New phone system training resulted in winning a contract worth £250,000. (Exchange Communications Ltd)
· Exceeded the target GP of £35% by achieving 76.5% (Café19).
· Increased turnover and looks set to break even for the first time.(Carman Social Inclusion Centre)

· Achievement of SVQs in management; development of an in-house training facility, recognised as a centre for excellence; secured preferred supplier status by training staff to accredited levels. (Miller Roofing).
In those instances where the ROI process had produced positive and specific results, it had been been fully embraced by the businesses concerned.  As previously mentioned – it was mainly the earlier recruits to the programme who were the most enthusiastic.  When the ROI process is understood and adopted – it works very well indeed.
b)  Sample Comments
To preserve confidentiality, the following comments have not been attributed but represent a sample of comments recorded during interviews.

“We used the matrix to help us identify Performance Indicators for the business in some detail – it was very useful.”

“Happy with whole process- the advisers made it clear and gave us good direction.  We have seen results already. I really don’t see any barriers  - we’re committed to taking it forward.”

“I didn’t find it particularly easy to identify measures for the business, even with the matrix.  However, even though we were already training some of our staff, we didn’t have a formal process in place to identify who we should train and why.”

“This is far more structured than the way we would normally look at our training needs”.

“We’ve now started keeping formal records of the cost of the training and tracking it through to the cost benefits – it’s been an eye-opener.”

“I didn’t realise we were on a programme.  We just went along to an event because we thought we would get introductions to the contractors.” ( for Clydebuilt)

“I’m clear about how it works, but the volume of paper I received was offputting and we still haven’t properly reviewed our needs because of the additional time involved in wading through paperwork.”

“ Time is a key factor as we work evenings and weekends too.  The internet route may be the answer.  I wouldn’t have known what to do/where to go as we’re very busy. It seems efficient and helpful so far and I hope the networking side will be built upon.”

“I haven’t got the time to read through all the paperwork – I only got involved because business seemed to be dropping off but we’re busy now so I don’t think we need to do this.”
“Our Head Office has decided that we’re going for IiP so I’ve been told not to bother with ROI as we’ll cover all that.”

5. ANALYSIS OF FINDINGS AND RECOMMENDATIONS
The summary and recommendations are divided into two parts –

a) Specific issues and recommendations relating to the ROI pilot PROJECT and its outcomes

b) Recommendations relating to the future options for the ROI PROCESS

a) THE ROI PILOT PROJECT
Programme Awareness & Benefits

Awareness of the purpose of the ROI project, amongst the businesses surveyed, was  uneven with the larger businesses tending to be more in tune with the general aims.  The construction pilot businesses especially were confused about the reason for their recruitment onto the programme as they had attended events with a view to making contact with contractors (Housing Associations, Clyde Corridor developments).  Whilst it is highly economical to “piggy back” on events designed for other purposes, ROI needs to have a clear identity both in terms of differentiation in the local business assistance product marketplace and in terms of its Scottish Enterprise origins.   Many could identify with the adviser but not the product. There were several keen supporters of ROI amongst the group who had been participating for 6 months or longer and these people could add value to the next stage.
Recommendation:  ROI should be promoted and marketed to an appropriate target group of clients, using success stories (Case Studies) and business ambassadors from the first group to explain the benefits.  Prominence should be given to the fact that this is a Scottish Enterprise product and that it is flexible enough to be tailored to individual business needs.
Target Market

There appears to be a correlation between the level of ROI activity and the size of company, with larger businesses more able to demonstrate understanding of the measures and impact on business development. Of those who could pinpoint examples of cost savings or bottom line benefits that had been introduced, generally but not exclusively the larger organisations, it could be argued that they were already warm to the idea of the value of training. Even so, ROI did provide a framework and an impetus to implement improvements which may not have been acted upon without a clear stepping stone approach.  
Many of the very small members of the client group felt swamped by the paperwork or could not dedicate the time.  It may therefore be necessary to establish criteria for entry in future as the micro businesses and sole traders were struggling to keep up with the paperwork and required actions.  Unfortunately this presents a dilemma as the project specifically targets those businesses with a limited commitment to employee development, however a balance needs to be struck by identifying businesses that demonstrate the right attitude and growth prospects to move forward to implementation of the plans – often the stumbling block for the very small SMEs. 
It would also be useful if the various agencies servicing SMEs could co-ordinate their approach and share information i.e. it would be helpful for LDS4B and IiP Advisers to know which businesses are enlisted on ROI – and vice versa.

	Recommendations: 

· There should be a re-evaluation of the prime client target for ROI and a set of criteria introduced to ensure that those businesses that stand to benefit the most are in receipt of the highest levels of support.  SED also has to justify its “Return on Investment” in the form of demonstrable results!  

· IiP Advisers, LDS4B Executives and ROI Project Leader should be encouraged to share information about which clients are being approached.


Resources

ROI is currently resource intensive so there are challenges ahead with regard to identifying who will be responsible for the direct contact with businesses.  The current business clients demand a substantial time investment from the adviser in order to generate results but the introduction of criteria in future may exclude this original target market.  Current and future SE Dunbartonshire resources may force the size of the project to be limited, unless it can be integrated with other programmes or services and cost benefits devised.  The following adaptations to the programme could prove beneficial:
· Specific entry and exit criteria would define the length of time clients would be engaged – these need to be specified as clients could technically access the programme continuously.  
· The administration load could be reduced by the introduction of online systems or CD ROM based materials, or the paperwork could be substantially simplified. Online resources alone would clearly not satisfy the demands of the market segment that have made little or no previous investment in training, so there will still be a need for an adviser or advisers.
· With time constraints noted as the main barrier to progress, it is doubtful that some of the businesses would pursue the necessary actions, even when they can clearly see the benefits, without the driving force provided by a dedicated programme executive. Whilst the process in itself is a valuable diagnostic tool, the main challenge to the businesses appeared to be at the progression stage when required to implement their action plans.  For some, this needed considerable support.

· ROI could be introduced as part of the “toolkit” of existing business advisers.  Account Managers value the initiative as part of their “toolkit” for appropriate clients, but these are businesses identified by SE’s set criteria for client and account management which would exclude many of the ROI group.  
· ROI could be delivered to SMEs, not designated as account managed clients by SE Dunbartonshire, by other advisers in the field. Awareness of ROI amongst Business Gateway Advisers is low at present, but this could be easily addressed at a local level. There is also interest in the initiative at LDS4B.  Existing client caseloads may prohibit involvement however and this would need to be carefully considered in the light of the intensity and time commitment required to work with the target group.
· Better use could be made of business champions to promote the benefits to other businesses or to assist in their development through mentoring or the formation of Action Learning/Support Groups to encourage ownership, networking and sharing of best practice.
· Access to funding appears to be a key driver – many businesses admitted that they would not be able to afford to complete the training identified within the TNA without grant assistance (BITE).  Some however were not aware that grant support was available and BITE mainly supports formal training leading to recognised qualifications. Links into alternative sources of funding support would be beneficial.

· There is potential to discuss a potential Objective 3 funding bid for ROI with SEP, or to discuss the potential for integrating the ROI toolkit into projects that issue grant support  for training as a pre-requisite of an award.
	Recommendations:

· “Fireproof” the programme by setting entry and exit criteria.

· Refinement of administration is key, so investigation of a possible  online/CDROM version could be beneficial for both advisers and business users.

· Introduce ROI to the Gateway and other intermediaries and offer training in the use of the tools.

· Enlist the support of business champions for promotion and mentoring

· Set up self managed Learning Support groups.

· Develop better links to other sources of financial support (BITE may end soon) and discuss potential future funding prospects with SEP


b) THE ROI PROCESS 
In Work Training initiatives are plentiful and widespread across UK. They are  strategically and politically important and likely to remain so. Interest in measurement & recording of outcomes is growing.  Many public sector enterprise, economic development and further education organisations conduct Training Needs Analysis aimed at identifying specific requirements from the perspective of gap analysis or a general strategic business review.  Some include questions on evaluation of the benefit of the training, however these tend to be at a strategic level, provided as a basic competency measure with no validity or means to cross check the information.  The ROI businesses were able to relate strongly to the stepped approach where they could see small but positive results of their efforts in a very specific area of their operation

.
To date, it appears that no other organisation has produced a framework to gather such accurate, meaningful and detailed information on the benefits of in work training as the ROI project so there is an opportunity to promote the early results of the project at a national UK level, even though a full evaluation has not yet been conducted.

	Recommendation: ROI should be promoted to a wider public sector market at an early opportunity.


ROI is currently a Skills and Learning product however there is potential for it to enhance business growth and development products and services too.  The Scottish Enterprise group conducting a review of Business Diagnostic Tools has found that there are plenty of tools available at the strategic and planning levels but very little that assist the businesses with implementation or real measurement of the effects of investment in training and development. The division between “skills” and “business development” products is artificial and better integration could be achieved by integrating the people development ROI process into client and account managers’ toolkits for use with appropriate organisations.  There is no reason why the use of  ROI as a discipline for business diagnosis should be restricted only to SMEs as larger businesses and organisations could benefit equally from the process.
There is a clear case for better integration of ROI in future with existing and emerging initiatives. The measurement element is the key differentiating factor and there appears to be an opportunity to integrate this feature into existing programmes offered by the SE Network, Business Gateway and LDS4B, especially into the following : 
· Although some businesses experienced confusion between ROI and Investors in People (IiP) seeing the initiatives as competitive rather than complementary, ROI could be better integrated with the IiP process at a local level.
· ROI can also be used effectively as an introductory initiative leading to more established training activities such as the National Training Awards, possibly becoming a requisite part of the application process on a national basis.

· Business Learning Accounts appear to share the ROI philosophy however the pilot projects are using a very light touch measurement and the benchmarks have not yet been established for a national rollout.  It will be important to keep track of the development of BLAs and to investigate whether ROI processes could be integrated with any planned support software at this early stage.
· Although the Gateway staff claim to review businesses in some depth already, it is unlikely that the depth of understanding or flexible approach is applied to people development issues.  Most of the Gateway tools are based on self assessment “tick-box” processes that aim to identify basic levels of general competency rather than specific tailored actions that are measurable against the bottomline. The ROI approach could be rolled out as an additional feature to existing Gateway products.
· Other initiatives require TNAs to be completed, however these are completed with a view to gaining grant assistance and tend to focus on the achievement of measurable formal training qualifications which trigger the grant (e.g. BITE) or access to formal training within an existing database. (LDS4B)  Some of these services are reactive, probably because of resource limitations, whereas ROI seeks to be proactive in encouraging businesses that are not already fully engaged with training and development to alter their perception of the benefits.
Recommendation:  Although ROI can exist as a stand alone initiative, it provides a powerful tool which could add value to existing initiatives too, if integration can be negotiated with product “owners”.
Development of an online or CD ROM based ROI toolkit has been strongly recommended by current practitioners.  Sirius concepts Ltd currently provide the software for the Business Gateway Healthcheck and Business Development Review processes conducted by Advisers. Although the software is currently supplied in desktop format, supported by Adviser training, a web-based version is also available and may be considered as a stand alone self help tool for inclusion on the Business Gateway website.  This software system provides a useful platform for further review processes to be added – administrator rights provide the opportunity to tailor questions and add appropriate guidelines to aid completion.  Currently a free text area is not available in the online web-based version, however the desk top version is already set up to allow Advisers to complete free text i.e. specify measures or objectives that are specific to the company and have not been pre-set.

The current section in the Business Development Review on Training and Development asks four questions with five tick box criteria in each section for answers:

	Training and Development

	A
	Does the business train and develop its people?

	B
	Is training and development activity taken into account in the business plan?

	C
	Are personal development plans prepared and acted on?

	D
	Is training and development evaluated and the benefits understood by everyone?


There is however no guidance or specific questions on how to measure the impact of training and development on business performance.

Similarly, the current Business Healthcheck asks two questions relating to training:

	Resources

	C
	Have skill requirements been identified and planned?

	Internal Processes

	A
	Does the business train and develop its people?


In both cases, either the Adviser or the business representative is supplying subjective information which does not need to be supported by evidence or meaningful measures which demonstrate the impact on the business bottom line e.g. “All people in the business are involved in training and development activity that is clearly linked to the business plan”  (Healthcheck); “It can be shown that this has benefited the business” (BDR)

Sirius have already developed a “Workforce Development Review” for another client that could easily be extended to address the ROI measures.  The current format only asks 3 questions (with 5 tick-box options) and has no guidelines for completion:

	Measurement

	A
	Is performance systematically measured and reported on?

	B
	Do measures include training cost, benefits and people satisfaction?

	C
	Do measures include customer satisfaction?


Reproduced with permission from Sirius Concepts Ltd

This product could be used as a basis for an online assessment tool for use by gateway advisers, or located on the Gateway website as a self–help tool for those motivated enough to complete a basic analysis of training needs and measures.  The self-help tool would need to be simplified to make it more attractive and less time consuming for SMEs to use.
A more in-depth product could be developed for professional advisers using the same format to allow those with a requirement to work more intensively with key clients to identify actions as part of an overall business improvement drive.

Developing online versions of ROI will not necessarily benefit the original target market of SMEs with limited commitment to employee development, Managers/Supervisors, low skilled/low waged employees. Some of the existing sample were not computer literate and online systems demand that the users are already motivated and will complete the actions without prompt or support.  Whilst the online ROI would be a welcome addition, there is a danger that the original market failure would not be addressed unless adviser support remains accessible.

	Recommendation: At a national level, there appears to be an opportunity to develop both a simplified online, web based tool kit, which would sit logically on the Business Gateway site and an in depth analysis tool for professional business advisers.  Both options should be examined for potential costs and collaboration with other developments (BLAs, Gateway review).


Several of the businesses and stakeholders interviewed suggested that it would be appropriate to use ROI to identify and co-ordinate joint training opportunities, especially in the areas of generic training needs like management, customer care, or sector specific topics (e.g. for the construction pilot).  Whilst this is not a new idea, ROI provides an ideal opportunity to move the idea forward – either by acting as an intermediary to negotiate shared training provision or by encouraging larger organisations to make “spare” training places available to ROI participants.  Again, use of computer systems could enable a co-ordinator to gather and analyse data and identify viable numbers for training.   This is possibly a role for LDS4B.  An example of a similar shared training initiative is quoted here:
 “Access to training and support is the key factor in the success of an innovative project at an industrial estate in South Derbyshire.  Firms set up an independent voluntary association on an industrial estate which now employs a “regeneration manager” who organises training, site development and security for the whole estate.  By working collectively with the whole estate – 42 firms and a potential 2000 employees/learners – South Derbyshire College is able to provide relevant courses on-site at suitable times.  The regeneration manager informs the firms of opportunities and the site has obtained European funding for a number of short-term projects, e.g., an online learning centre has been set up that is shared by all the firms. The local Learning & Skills Council (LSC) is now taking this collective approach further by working with groups of businesses to develop specific courses that meet local business needs.” Heanor Gate Industrial Estate ( Extract from a CBI Briefing Paper)
In the future, it might be appropriate to establish a Virtual Training Village in Dunbartonshire along the lines of the CEDEFOP site – European Centre for the Development of Vocational Training. This is a European Training Village, an interactive website with which businesses interact by sending news, holding virtual conferences, exchanging information and mailing lists.  
Recommendation: The opportunity to establish joint training initiatives for SMEs as a follow on activity to ROI should be further investigated.
6. CONCLUSIONS
The Return on Investment Project, whilst still in the early stages of its development, is providing a valuable resource to businesses by clearly demonstrating to SMEs the positive effects of people development on their profitability. Whilst many businesses may already accept this principle in theory, ROI provides a very practical framework in which to measure success.
The ROI Project can benefit from some minor adaptations to delivery and needs to be viewed now in the long term context of embedding into the existing business support infrastructure, especially the Business Gateway.

The ROI Process is valuable in its own right and could add value to a number of existing and emerging national initiatives if correctly presented and positioned.
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ANNEX A

RESEARCH AND STRATEGIC REVIEW

SCOTLAND

a. The Scottish Executive

As part of their remit to increase prosperity for all the people of Scotland, The Scottish Executive’s Enterprise, Transport and Lifelong Learning Department (ETLLD) is responsible for supporting business, encouraging enterprise and improving skills and employability.  Linking to their 2003 lifelong learning strategy: “Life Through Learning: Learning Through Life”, the Department delivers a range of key objectives including further and higher education and skills and lifelong learning.

The SE Dunbartonshire paper on In Work Training highlights the Executive’s Smart Successful Scotland (SSS) strategy which states that, “Scotland has a weak record in workforce training.  People and organisations must increasingly take responsibility for their own learning” and emphasises the role for Scottish Enterprise saying “The Networks can support employers in skills improvement, help ensure the availability of appropriate training opportunities and collaborate with Learndirect Scotland”.  Consequently SED concluded skills and learning need to be at the heart of the Network’s activities. Furthermore, the paper, quotes the SSS Joint Performance Team measures and key aims developed by SE in the balanced scorecard for 02-03 Business Planning – focusing on issues relating to: increased demand and participation (people in work); progression; raised achievement levels; encouraging learning amongst the low skilled/low waged. Further strategic justification for the ROI process is reinforced by the Joint Lifelong Learning Group’s comment that the Networks’ role be to work to stimulate demand amongst employers (SMEs specifically). 

Strengthening the political case for ROI and its measurable process, the Enterprise and Lifelong Learning Committee’s Interim Report highlighted the need to “convince employers and employees of the bottom-line benefits of any investment in learning.” 

The Executive 2004-05 funding for work based learning programmes and schemes is about £220m. Indicating its commitment to encouragement of development and learning, the majority (£190m) will be spent by the Enterprise Networks to fund their work with businesses and individuals.  

The Executive shows clear dedication to In Work Training, both financially and through strategic and political statements.  Informal comments by other agencies, hint at the Executive’s new steer on this subject area being a need for productivity focused products.

b. Scottish Enterprise and Highlands & Islands Enterprise

Most of the work-based training programmes which are managed and delivered on behalf of the Executive by Scottish Enterprise and Highlands & Islands Enterprise are targeted at those looking to attain skills and qualifications to access the job market or are for new, inexperienced employees – Modern Apprenticeships, Skillseekers, Training for Work, New Deal, Get Ready for Work and the New Futures Fund.  In Work training and development is encouraged mainly through Investors in People and the National Training Awards.  These require a demonstration of  commitment to business growth through people which is unlikely to attract the ROI target market of SMEs that have limited commitment to employee development and low skill/low waged employees.

Business Learning Accounts (BLAs) are a pilot product being delivered by Scottish Enterprise and Highlands & Islands Enterprise in conjunction with Learndirect Scotland for Business and funded by the Scottish Executive. They are currently available to businesses in Glasgow, Renfrewshire, Dunbartonshire and Ross & Cromarty or for those in the tourism or manufacturing sector. It will be important to monitor this pilot – in principle, the aims appear to mirror those of ROI.

BLAs offer financial support, information, guidance and advice to businesses with less than 50 employees.  Businesses who meet the criteria can claim back up to 50% of the cost of agreed training.  Financial support up to £3,500 is available to businesses (£7500 for manufacturing businesses). Training must be linked to business goals in order to qualify and must be aimed at improving business performance, entering new markets and growing the company
During the pilot in SE Renfrewshire, an element of basic measurement was introduced during the Training Needs Analysis stage using a matrix, however  only 3 or 4 Key Indicators were used rather than the standard selection of 27 used in ROI (plus encouragement to identify company specific, tailored measures).  Only 4 companies have been approved so far in SER and no benchmarks have yet been set, so it is too early to draw a direct comparison between the two schemes.

c. Business Gateway

The key route for businesses to discuss staff development or helping to grow the business is through the Business Gateway operated in each Local Enterprise area and directly through various advisors at Local Enterprise Companies in the Highlands and Islands. They offer advice, support and funding or links to funding.   Whilst they may state that the service offered is very similar to ROI, the key differentials would seem to be that (i) ROI is proactive rather than reactive, offering a far more detailed, people development focus to the advice and support given and (ii) ROI provides a clear framework and both tangible and intangible measurements to monitor progress.

A contact within the HIE network summed up the currently available schemes, saying that “…the degree to which this [HIE training support] incorporates the added value of advice to identify training needs and specific in house training initiatives vary - in many cases , it is a grant processing scheme”. 

At a local level in Dunbartonshire, the Business Gateway has targets to meet for the local EU funded programme - Business Improvement and Training for Employees (BITE). Referrals are received mainly, but not exclusively, from Local Authorities and the programme provides varying levels of grant support for attainment of qualifications from 40% up to 70% for VQs.  This programme requires that targets are set during a TNA process prior to the application, however, based on the current products in use by Business Gateway, it would seem that these are basic, self identified competency measures based on a set of multiple choice questions, rather than an in depth, tailored analysis of business growth needs with specific measures identified to monitor development.  The BITE programme is also driven by the need to gain formal qualifications rather than to measure overall improvement gained by a variety of formal and informal training solutions.  It does, however provide an incentive for businesses on the ROI pilot to follow through and implement the planned developments.
d. Learndirect Scotland For Business (LDS4B)

Learndirect Scotland for Business is funded by the Scottish Executive with two key objectives – to stimulate interest in learning amongst SMEs and to overcome barriers to implementing learning.  It targets businesses via direct mail, website and partnership working and has a stated aim of helping businesses to gain competitive advantage by turning skills needs into effective training action.  The main focus is on  sourcing flexible and cost-effective solutions and LDS4B offers free personal assessment of training needs to help businesses to source the right training. They can also provide a more focused overview of requirements, planning 2 years ahead, through a free specialist Training Partner.  They assess the requirements, draw up an outline training needs assessment and then using their National Learning Database, identify, cost and plan the training required.  All courses are available as a complete on-line training package and include web-based materials, learning environment and on-line support. They also hold a series of local advice sessions providing free information to local companies.

At a local level there is agreement about the need to stimulate learning amongst the target businesses identified on the ROI project and there is interest in the use of technology to overcome some of the barriers to SMEs  e.g. staff in care homes could do e-learning modules during the night shift.  LDS4B would be interested in including the ROI measurement aspect to their checklist when dealing with companies.  There is however a current focus on formal training solutions, whereas ROI encourages a mix of formal and informal, whichever is appropriate.  

e. STUC Lifelong Learning Unit

The STUC Lifelong Learning Unit works with unions, employers, government and a range of other bodies to help unions give works access to training and development opportunities.  They operate the Executive’s Scottish Union Learning Fund (SULF) which contributes to the Smart Successful Scotland priority to “increase the demand for high quality in-work training”.  Unions work with their members and employers to promote and deliver learning in the workplace.  SULF was established in 2000 and since then there have been four rounds of funding involving 46 projects from 21 unions with a total of £2.7m awarded to these projects. Current funding stands at £800k each year.   The Scottish Union Learning website is at the design stage.

Although the STUC would actively encourage the kind of activity piloted through ROI with SMEs, they work exclusively with union members and many SMEs are therefore excluded from the services they provide.

Futureskills Scotland (part of Scottish Enterprise and Highlands & Islands Enterprise) play an important role in the analysis of labour market needs to inform policy making.  Their recent study (2003) surveyed  8500 employers in Scotland and included issues relating to skills gaps, skills shortages, use of training and barriers to training.  They are currently involved in a project considering research into returns to training generally but the results are not yet available.

Sector Skills Alliance Scotland (SSAScot) aims to assist in the development of a competitive Scotland through increasing the skills of the Scottish workforce by providing a focus for information exchange, development and promotional activities.  The Sector Skills Development Agency stated that Sector Skills Councils need to engage employers and encourage them to take up education and training by arranging practical advice and guidance, setting up collective arrangements to promote education and training, build collaborative employer networks, promote the business case for training and become involved with innovative projects that will tackle the issue of under-investment in skills.  Sector Skills Agreements are currently in development with 4 SSCs (SEMTA, Skillset, e-skills and CITB-Construction Skills).   It will be important for SE Dunbartonshire to collaborate with SSAScot on ROI, especially in relation to the construction pilot.

West and East Dunbartonshire Councils offer a number of schemes to support new start businesses and provide assistance towards training.  Advice is provided on various funding sources including New Deal, European funds, Lottery, BITE, various start up funds, New Employment Apprenticeship Training (NEAT), West of Scotland Loan Fund (WSLF) and Western Scotland Regeneration Fund.  ROI participants are already being directed to BITE funding and cross - referral between relevant advisers in the councils could be developed further.

Scottish Qualifications Authority, the national body responsible for the development, accreditation, assessment and certification of qualifications other than  degrees, e.g. National Qualifications, HNC/HND, SVQs and Customised and Professional Development Awards.  They commend any programme that aims to encourage in work training and reinforce their own view – that education and training for the workforce should be seen as an investment not a luxury. An extensive study of their SVQs in the food and drink manufacturing sector reported the following improvements for example: productivity up 20%; quality up 12%; wastage down 6%; complaints down 12%; accidents down 56%; absenteeism down 20%; and staff retention up 27%.  This type of breakdown would be helpful to future ROI candidates to encourage participation, along with results-focused case studies.

The Federation of Small Businesses (largest direct member business organisation in Scotland, representing over 18,000 small and medium-sized enterprises).  A past policy brief stressed “…real small business input into training is required if the UK is to equip itself with a workforce for the millennium…” Although they do not take on a practical programme delivery role, they could be an important ally in promoting the benefits of ROI to their SME members.

Again, the Confederation of British Industry (CBI) does not have a direct role with In Work Training, however, they produced a policy brief in March 2003, ‘Informality Works: A New Approach to Training for SMEs’.  Some key extracts support the ROI project:

· “…The Government should support SMEs in 4 key areas: help SMEs to identify means of improving business performance, including skills development; support informal learning for managers; provide qualitative information and support employers in finding suitable training; ensure SMEs can access flexible and relevant training.” 

· “…over 75% of SMEs cited workforce skills as one of the three factors contributing most to their competitive advantage, compared to 60% of the largest firms.”  

· “…Convincing owner-managers that business performance can be improved by raising the skills of employees is crucial to raising demand for skills among SMEs.”  

· “Informal [in work] training is often more cost efficient and effective”.  

·  “…analysis should form the first stage of a support package enabling the business to gain Investors in People”  

· “A scheme attached to Lancaster University has brought owner-managers, SME Managers and CEOs of large companies together in ‘action learning sets’ with a facilitator to discuss business issues.  These action learning sets have helped to provide innovative solutions to business problems.”  

· “Beacon company schemes, where owner-managers visit exemplar businesses, and business-to-business mentoring schemes allow businesses to learn from good practice and knowledge and experience of others.“

CBI also promotes the spread of best practice through its competitiveness forum, Fit for the Future campaign and benchmarking tools for businesses, such as HEADSTART – reinforcing some of the forum, shadowing, mentoring ideas that could be integrated within ROI programme.  

A contact from the Association of Scottish Chambers stated, in reference to ROI,  that “the economic development debate has now long recognised the importance of training, re-training and upskilling, however the conundrum has been and to some extent remains – how do we get hard pressed and exceptionally busy SMEs to engage in training?  Businesses quite rightly have as their number one focus their profitability and cashflow and any programme which combines ‘in work ‘ training with quick and measurable impact on the ‘bottom line’ has to be a good thing.”

UK  

As in Scotland, the UK political and strategic drive for upskilling to increase business potential is highly topical, however the existing initiatives and programmes do not fully address the issue of setting and monitoring measurable objectives and benefits to the business. Initiatives run/supported by the Department for Education and Skills (DfES) in the area of in work training mirror those available in Scotland - Modern Apprenticeships, IiP, National Training Awards, NVQs. 

The English National Skills Strategy ‘21st Century Skills – Realising Our Potential’ is the White Paper - launched July 03 – it includes a focus on ensuring the employer has the right skills within the workforce to support the success of their business.  A new social partnership for skills, the Skills Alliance brings together the key economic and delivery partners, under the leadership of the Secretary of State for Education and Skills and the Secretary of State for Trade and Industry, working together to drive forward the delivery of the White Paper.

The DfES has a helpful employers’ portal - a gateway to a range of information specific to employers’ needs including policies, initiatives, funding information and links to other departments and useful organisations. It is dedicated to helping the employer make better informed decisions about training employees and developing their business by investing in workforce.  In the June News section it gave updates on new government plans, websites, national skills strategy update, and helpful Case study highlighting how one business successfully partnered with their Sector Skills council to broaden and deepen the skill set of their employees ultimately leading to a significant increase in productivity. It also includes a Small Business Forum (useful idea allowing SMEs to discuss latest small business related issues and network with other SMEs), Feedback section and Question form for more detailed information on skills and training.  This user-friendly, up to date, ‘newsy’ approach on a government site must be helpful for employers – may even be a good model to refer to if ROI goes on line as it successfully combines political and strategic issues with practical advice and support in a simple format.

In addition to its regulatory and overseas championing role, the Department of Trade and Industry (DTI) works to create the best environment for business success, helping people and companies become more productive.  Their commitment to SME start up and growth is indicated in the £500m a year investment through the work of the Small Business Service and Business Link (40 throughout the regions).

The DTI has radically transformed its business support with easier access through Business Link (for SMEs) and directly through DTI (for larger companies) and by reducing the number of products from over 100 to 9, covering 4 themes - innovation, best practice, funding and regional investment. The ROI measurement tool could be positioned to enhance their Best Practice products. 

Business Link and Business Eye (in Wales) offer practical advice and guidance for SMEs in a similar way to Business Gateway in Scotland. The website offers a huge amount of information, advice, support and on line tools available to SMEs through Business Link.  The ROI measurement tools could fit well alongside their online ‘Guide’ and ‘Actions’ within the Skills and Training section, subtitled ‘Turning Underperformance into High Performance’.  There is a focus in this area about developing skills of people to improve productivity, competitiveness and profitability and comparing skills needed to achieve business goals, however no reference to measurement frameworks or tools.

Learning and Skills Council (LSC) responsible for funding and planning education and training for over 16 year olds in England.  They aim to raise participation and attainment through high-quality education and training and by 2010 want young people and adults in England to have the knowledge and productive skills matching the best in world. They have an £8m budget and operate through 47 local offices and a national office.  As well as FE, HE, adult learning, their remit covers workforce development.  Amongst practitioners from key bodies, they have representation from employers, working together to provide local solutions to local needs. 

In a recent news release (June 15, 04), highlighting a reform of the learning and skills sector, Education Secretary, Charles Clarke said: “…the LSC will be pivotal in implementing the reforms outlined today.”  The reforms mentioned are aimed at reducing bureaucracy and producing a high quality, responsive, demand-led sector.  Mr Clarke said he was looking for a change in culture and attitudes to achieve the aim of the Skills Strategy (English National Skills Strategy).  General observations indicate a change of focus to demand-led sector rather than creating more qualifications, courses and initiatives.  

In line with their aim to make the country better skilled and more competitive, LSCs are directing a new demand-led system – Business Cycle.  Partners include Sector Skills Councils, Regional Development Agencies, Business Link, colleges and training organisations.  It aims to integrate the whole skills sector as never before in a year-round cycle of stock-take, planning and action.  The result being a quality delivery of education and training that closely tracks what employers and individuals actually need.  It has been piloted in East and West Midlands and starts nationally in autumn 2004.

An Investors in People news item featured a call from IiP for businesses to get involved in ‘refreshing the focus’ of the IiP Standard and assessment and recognition process, to keep it relevant, accessible and attractive.  IiP held focus groups in January and February 04 and the results from these consultations influenced the redrafting of the Standard which took place in March. After a review and revision process, a probable launch date of November 2004 is expected.  It could be a crucial time to make sure IiP national are aware of the ROI pilot and measures process.
ANNEX B
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The Duck Company (Creative Solutions Ltd) wish to thank all those who have contributed in full and frank discussion on the Return on Investment Review.  As well as the 56 Dunbartonshire businesses on the pilot ROI project, they included:
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SSAScot

Debbie Corcoran
Lancashire LSC

Carolyn Davidson
SQA

John Donnelly
The Lennox Partnership

Allan Hogarth
CBI Scotland

Fiona Kennedy
SE Renfrewshire

Sue Lindsay
AST (Dunbartonshire Business Gateway)

Warwick Malcolm
Association of Scottish Chambers

Dec McGrath
STUC

Helen Quigley
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Derrick Ross
Learndirect Scotland for Business

Niall Stuart
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Peter Walter
SE Fife
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The following organisations also supplied information either directly or by referral to websites:

Business Link
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NorthWest Development Agency
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