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The study aim to answer the following research questions;

-How do firms evaluate investments in HRD?

-Is there a need for additional evaluation methods?

The purpose of the study is to understand how these companies evaluate

investments in HRD.

The method used is a case study of two large Swedish accounting firms
where theoretical and scientific ideas and methodologies are compared with empirical data

from interviews with appropriate interviewees from selected companies

The study’s theoretical framework is based on Kirkpatrick’s four-level model of evaluation

and Russ-Eft and Preskill’s systems model of evaluation.

To gather empirical data qualitative interviews are conducted with two representatives from

selected companies.

The companies conduct evaluations of their investments on a too basic level to determine

the investments affect on employee performance and organisational goals.
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1. Introduction

This chapter describes the contemporary social and environmental background to this thesis
and defines the problem and its formulation.

1.1 Problem background

Goals are all around us in our everyday life. In business, politics, university studies or sports.
No matter where, there are always goals to be reached; budget goals, votes, grades or re-
sults. In our efforts to achieve our goals the process of evaluation play an important part in

order to judge the success of our efforts.

We set goals, determine how to reach them, try to make it happen and eventually we evalu-
ate the results and why it turned out like it did. Some goals are easy to measure, some are
tougher. Evaluating goals where people and their efforts are measured can be amongst the
tougher. For instance, the Swedish school grading system has been up for debate longer

than we can remember.

In a corporate setting, the issue of evaluation is also ever present and equally important. To
achieve the superior goal of maximising profits, subordinate goals of more operative nature
are formed for different parts of the organisation. Evaluation is important to acknowledge
whether the measures taken are successful or not, and to create a foundation for managerial

decisions.

The importance of careful evaluation depends on how important the evaluated area is for the
company’s success. For many companies the area of human resources is increasingly impor-
tant. This especially within the sector of knowledge intense companies, a rapidly growing
sector (Gapminder, 2011). When trying to stay ahead of the competition one important area

of investment is Human Resource Development, HRD.

Despite the increasing importance of these investments, little seems to be known about how
they evaluate these investments. This is where our interest about the subject arouse. We

want to understand how companies argue for investments in certain education, whether the

School of Business, Economics and Law at Gothenburg University
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education is for a group of people or a specific person. From a student’s point of view it is
interesting to know how future employers determine if a training programme has been suc-
cessful and on what basis they make decisions about further investments in HRD. Hopefully

this study can bring a little light to these questions.

1.3. Problem discussion

The issue of evaluating something as abstract as an investment in human resource develop-
ment, HRD, is at least problematic (SRS, 2009). One reason is that the effects of coaching
and training are hard to measure credibly as they are difficult to isolate and quantify . In order
to measure return on investments, ROI, one has to be able to measure and isolate the or-
ganisation’s cost and benefits of the particular investment from that of others to be able to

produce a fair measurement (G. Wang, 2002).

These problems reduce a company’s ability to perform unbiased quantitative evaluation of
HRD investments. But it doesn’t change the fact that there is a demand from the private sec-

tor to measure the impact of their investments.

I will not fund any employee training project which cannot be demonstrated
to increase sales and profits.
- Dave Dillon, CEO of The Kroger Company (Murphy, 2007)

Even though most managers would hesitate to be that harsh in their statements, there is an
increasing reliance on data and metrics in business, to design and evaluate management
practices (Huselid, 1997). Schwarz and Murphy (Schwarz, 2008) claims that to generate
greater institutional support for management programs, and to compete with other business
areas for capital allocation, there is a need for methods to measure output in a comparative

way.

In today's business environment, knowledge have become increasingly important to stay

ahead of competition. On the frontier of this movement are the knowledge-based companies,

School of Business, Economics and Law at Gothenburg University
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such as business consultants, accountants, management consultants, science and technol-

ogy consultants, law firms etceteras. (Skyrme, 1997)

In that particular sector, knowledge is what drives the business and there is a constant effort
to increase the accumulated knowledge within the firm. In knowledge-based companies
costs regarding this type of investments are potentially large and therefore theoretically impor-

tant to evaluate accurately. (Spokesperson-B, 2011, Spokesperson-A, 2011)

Out of the knowledge-based companies, large accounting firms are particularly interesting. In
the belief that they, given their financial expertise and importance as economic consultants as
well as their organisational size, are more likely to have developed methods to evaluate their

HRD investments.

1.4. Problem definition
How do firms evaluate investments in HRD?

- a study of two large Swedish accounting firms

The question seems simple at first glance but the area of human resources is complex. In or-
der to understand the way investment evaluations are made, we need to understand the
various reasons why HRD-investments are made and for who the evaluations are compiled.
In our analysis we also aim to determine whether applied evaluation techniques form an ade-
quate basis for managerial decisions or if there is a need for additional methods of evaluation.
Therefore our question is twofold:

-How do firms evaluate investments in HRD?

-Is there a need for additional evaluation methods?

School of Business, Economics and Law at Gothenburg University
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1.5. Limitations

This study is limited to describing the formal evaluation methods used within the targeted or-
ganisations, see 3.3.2, despite the possible occurrence of informal evaluations. This study
neither investigates this issue, nor how these formal evaluation methods were developed, but

how the methods are used and perceived by management with respect to their needs.

Further, the study is focused on educational efforts that fall within the definition of an invest-

ment, stated in chapter 1.2, primarily formal education and training programs.

The study is further limited by the period of eight weeks whilst there is no limit of the volume

of the study.

School of Business, Economics and Law at Gothenburg University
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2. Theoretical framework

This section will explain the model that most theories on the subject either is based on or re-
lates to, namely Kirkpatrick's (2005) four-level model of evaluation. Also a modern theory on
the subject that presents a different way of looking at the issue, Russ-Eft and Preskill's (2005)
systems model of evaluation, will be presented. The final part of this section will explain how
these theories are to be used in this studly.

2.1 Kirkpatrick’s four-level model of evaluation

In 1959, Donald Kirkpatrick (2005) introduced a four-level model for evaluating training and
performance in organisations. Kirkpatrick’s (2005) four-level model of evaluation has been a
great influence within the field and a majority of later models for evaluation are based on Kirk-

patrick’s work either directly or indirectly.

Kirkpatrick (2005) identifies four possible outcomes for training evaluations; reactions, learn-
ing, behaviour and results. He divides those into four-levels. At level 1, reactions, the evalua-
tion aims to determine whether the participants enjoyed the training, questions are asked re-

garding their thoughts and feelings about things like the learning environment, trainers , etc.

At level 2, learning, evaluation intends to measure learning among the participants’. Relevant
questions at this stage have to do with how the participants’ skills and knowledge have im-

proved as a result of the training. (Kirkpatrick, 2005)

At level 3, behaviour, evaluation aims to determine the extent of implementation of the ac-
quired knowledge and skills into the participants job in terms of increased performance.
(Kirkpatrick, 2005)

At level 4, results, evaluation seeks to determine the organisational impact of the training in
terms of business results or other superior organisational goals such as customer satisfaction

or productivity. (Kirkpatrick, 2005)

School of Business, Economics and Law at Gothenburg University
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2.1.1 Measuring the fourth level with ROI

The most discussed way of measuring the organisational impact is through a model which is
most often used in a financial analysis situations, the Return On Investment model, ROI. The
model have many supporters amongst those scholars who believe in the possibility of nu-
merical measurements (G. Wang, 2002). The formula (equation 2.1.1.1) measures the finan-
cial prosperity, or the fourth level of Kirkpatrick’s model, the organisational impact in terms of

financial consequences from the investments.

Equation 2.1.1.1 ROI = Return On Investments (G. Wang, 2002)

(@-p)
B

ROI =

a = Total benefit of investment
B = Total cost of investment

2.1.2 Arguments against ROI

The numerical model of ROI leaves out some important parameters to this complex problem.
For instance the financial benefits of customer retention, employee satisfaction or loyalty to
the employer are strenuous to measure with a financial measurement of an investment (G.
Wang, 2002). This difficulty makes it hard to completely position ROl under the fourth level of
Kirkpatrick’s model. Further Wang (G. Wang, 2002) allege the difficulty of several parameters

effect on this type of measurement.

Others argue that the percentage from a ROI-calculation is not enough to give stakeholders
or managers enough information as to whether the investment was successful or not (Russ-
Eft, 2005). Russ-Eft (2001) argues the need of a measurement of several variables such as;

environmental and organisational factors during and after having finished the investment;

School of Business, Economics and Law at Gothenburg University
How do firms evaluate investments in HRD? - a study of two large Swedish accounting firms 6



Alexander Andersson 831010-5955
UNIVERSITY OF GOTHENBURG Edward UﬂdQ\/iSt 860213-0398

SCHOOL OF BUSINESS, ECONOMICS AND LAW

whether short- and long-term effects have been met. Or even easier, if the expectations to

the investments are met (Trochim, 1998).

2.1.3. Criticism against Krikpatrick’s four-level model

Criticism against Kirkpatrick's straightforward approach is based on the model’s implicit as-
sumption, that positive reactions to a learning program or process eventually leads to a posi-
tive bottom-line effect (Russ-Eft, 2001). Russ-Eft & Preskill (2005) claim that the possibility to
establish those cause-and-effect chains mislead stakeholders into believing that the optimal
evaluation method is a measure of return on investment. Because it can measure the fourth

and “highest” level in Kirkpatrick’s model.

Further criticism is based on the fact that Kirkpatrick’s work is more of a taxonomy than a
model in the sense that it doesn’t provide any specific techniques for evaluation (G. Wang,
2002). Wang is of the opinion that the greatest contribution of Kirkpatrick’s model/taxonomy

is that it provided a common vocabulary for HRD-practitioners.

2.2 Russ-Eft and Preskill’s systems model of evaluation
Darlene Russ-Eft and Hallie Preskill’s (2005) systems model is based on three critical factors
they claim are often overlooked when evaluating HRD initiatives.

1. Evaluation occurs within a complex and dynamic environment.

2. Evaluation is an inherently political activity.

3. Evaluation needs to be implemented in a purposeful, planned and systematic

manner.

If evaluators do not consider these critical factors carefully it is very likely that the data col-

lected for evaluation purposes is of little or no use. (Russ-Eft, 2005)

The systems approach model, as figure 2.2.1 describes, recognises that there are external
factors affecting how an organisation functions. These factors consist of competition, cus-

tomer expectations, workforce diversity, legal requirements, change in technology and de-

School of Business, Economics and Law at Gothenburg University
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mands of dealing in a global environment. According to Russ-Eft and Preskill (2005) these
factors have an implicit influence on stakeholders’ perceived need of information.

Also essential in the systems model framework is the importance of the HRD evaluation
process to be working as a complement and support together with other organisational ef-
forts. Such as balanced scorecard or six sigma, with the superior goal of achieving the or-
ganisation’s mission, vision and strategic goals. The ultimate goal of HRD evaluation is to help
decision-makers understand in what way HRD investments help the organisation doing that

(Russ-Eft, 2005).

Determinants for the potential success of the evaluation can be found in the organisation’s
infrastructure, which Russ-Eft and Preskill (2005) have divided into culture, leadership, sys-
tems & structures and communications. Culture, in the way in which the climate of the or-
ganisation supports collaboration, risk-taking and decision-making, determines whether the
members of the organisation will find the evaluation process meaningful and hence their

commitment to the evaluation.

Leadership’s support of an evaluation process will affect both the participation rate and
whether the evaluation results actually will be used for decision-making. The systems and
structures of the organisation, including how accessible the work environment is and whether
there are clear and visible connections between the work of individuals and organisational
goals, do not only affect the ease of conducting an evaluation but also the participants’ atti-

tude towards the evaluation process. (Russ-Eft, 2005)

Finally, the organisation’s communication system affects its HRD evaluation process quality,
as it influences the ability and willingness to communicate evaluation information and ulti-

mately how, and to what extent, it is used for decision making (Russ-Eft, 2005).

Leaving the contextual factors, moving on to the inner circle of the systems model frame-
work, figure 2.2.1, the focus shifts towards the process of designing and conducting evalua-
tions. Managing an evaluation consists of a number of activities, namely focusing the evalua-

tion, determining the design and data collection methods of the study as well as collecting

School of Business, Economics and Law at Gothenburg University
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the data, analysing the collected data and finally reporting and communicating the results

(Russ-Eft, 2005).

In addition to the contextual factors, there are three additional variables affecting the success
of the evaluation during the design and implementation phase. These factors are the political
context in which the evaluation takes place; the intended use of the findings for stakeholders

and the evaluators’ characteristics, e.g. expertise and reliability. (Russ-Eft, 2005)

The systems model puts much emphasis on focusing the evaluation in order to succeed with
the subsequent activities in the model. This process includes creating an understanding of
the purpose of the HRD investment and the context in which it takes place, the purpose of
the evaluation, who the stakeholders are and developing a series of superior questions that

work as guidelines for evaluation (Russ-Eft, 2005).

Russ-Eft and Preskill (2005) suggest using a group of stakeholders to develop a logic model.
The focus of an evaluation through a logic model aims to produce a common understanding
and consensus about what the stakeholders want to learn from the evaluation, also how they
will use the results. To develop the logical model Russ-Eft and Preskill (2005) recommend that

the stakeholders are asked to discuss and answer the following questions;

¢ \What are the underlying assumptions to this program?

¢ \What resources (human, financial, organisational) will be used to
accomplish this program or process?

¢ \What activities will be undertaken with the resources to produce the
products and outcomes?

¢ \What direct products (or outputs) will provide evidence that the pro-
gram or process was actually implemented?

¢ \What immediate outcomes do you expect from this program or
process?

¢ \What long-term outcomes do you expect?

School of Business, Economics and Law at Gothenburg University
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With these questions answered, the foundation for how the evaluation is to be designed,

conducted and communicated is set (Russ-Eft, 2005).

Although the model doesn’t rule out the use of ROl measurements, Russ-Eft and Preskill
state that the outcome of the focusing process more often concludes the need of other non-

financial measurements. (Russ-Eft, 2005)

Customer Workforce
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Expectations Diversity

The Evaluation Process
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Evaluation

¥
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Evaluation > the <> | Data Collection
Processes and Evaluation Instruments,
Findings Collecting Data
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Figure 2.2.1
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2.3 Our theoretical framework
The theories presented earlier in the theoretical framework is the basis for gathering empirical

data, analyse data, and draw conclusions. Here we will present in which way we intend to

use the theories presented.

Kirkpatrick’s (1959) four-level model of evaluation will be used to answer our main question;
How do firms evaluate investments in HRD? The model has set a common vocabulary for
HRD-practitioners when it comes to evaluation, even though everyone doesn’t share the as-
sumptions the model imply, which makes it appropriate to describe the evaluation efforts in

an accessible manner.

Russ-Eft and Preskill’s (2005) systems model of evaluation is used to analyse the study’s un-
derlying question; Is there a need for additional evaluation methods? The theory is used to
identify needs for additional methods by looking on contextual factors surrounding the
evaluation process, further described in the previous section. A systems model considers
more factors than a strictly hierarchal model such as Kirkpatrick’s (1959), which makes it suit-

able for this study considering the prospect of gathering this information through interviews.

School of Business, Economics and Law at Gothenburg University
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3. Research Method

This section describes how the study is conducted from a scientific perspective, why the
study is limited to a certain business sector, segment and geographical area and how infor-
mation is gathered and from what sources.

3.1 Research method

The research method chosen for this study is case studies on two companies by conducting
qualitative interviews. In contrary to quantitative studies that use large samples and rigid pro-
tocols a case study is a qualitative research method that denotes to intensely study one or a
few subjects or events within its context, a preferred method when looking for detailed infor-
mation that can not be obtained through quantitative studies. The choice of case studies as a
research method is motivated by the wish to reach a deep understanding about the process
of evaluation and the context surrounding it. The case studies on two companies allow us to
compare their evaluation methods and contextual factors present in and around the organisa-

tions. To use interviews as our primary data collection method is motivated by the time effec-

tiveness of the method in relation to the richness of the obtained data (Ryen, 2004).

3.2 Data sources

The data for the theoretical framework, used to analyse the empirical data, is at large based
on scientific articles collected from scientific databases on the Internet. The keywords used
for the search were similar to: evaluating investments in human resource development. The
search was carried out in both Swedish and English with different combinations of the key-
words. For the empirical research the primary source of information is interviews with relevant

people from the selected companies described in 3.3.2.

3.3 Selection of companies

3.3.1 Selection of sector and segment

As stated earlier the importance of evaluating HRD investments is assumed to be greater in

companies with large dependence in knowledge. Knowledge-intensive business services,

School of Business, Economics and Law at Gothenburg University
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KIBS, is considered one of the sectors most reliant on knowledge and a rapidly growing sec-

tor.

A quote from KPMG’s global learning and development department (KPMG, 2011b), de-

scribes the importance of their human capital:

The skills, knowledge and capabilities of our people are absolutely central to the
success of KPMG and so we invest significant amounts of money, time and en-

ergy in developing our people.

Amongst the KIBS we primarily find computer services and business services. (EMCC, 2005)
This study focus on the area of business services. These companies; accountants; manage-
ment consultants and other types of enforcing economic consultants live on providing eco-
nomic advices to other businesses. This is considered as an indication they would have the
means and competence as well as the motive to evaluate their investments in knowledge,
HRD. Their evaluation methods are also presumably similar to the methods they encourage
their clients to use which would indicate how investments in HRD in the broader perspective

are evaluated.

Further limiting this study to accounting firms specifically creates a more narrow selection.
These companies are professionals in economic measurements and financial control. They
depend on their Human Capital to maintain competitive strength and educate their clients in
how to enhance organisational learning and development (Deloitte, 2011a). Accounting firms
are bound to educate their employees with the latest news according to sound audit proce-
dure (SRS, 2011), why this business sector and segment is appropriate for this study. Pre-
sumably they, if anyone, have the means and models to measure their investments in HRD,

why we chose to focus our study at those companies.

When selecting large Swedish accounting firms, we know that training is of great importance
in these organisations as they recruit many graduates who are in need of further training, in a

way smaller firms don’t. Given that the largest firms are more dependent in these investments
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and thereby more active we can argue: if we can’t find evolved methods for evaluating these
investments in the large companies, there will probably not be smaller firms with economic

potential, gain or office strength to evaluate them thoroughly either.

Limiting the study of large Swedish accounting firms to two of the six possible companies
(Retriever, 2011) reduce the possibilities to generalise from our results, thus we can’t with ab-
solute certainty claim our results account for all the six large accounting firms. The focus of
this study is rather to ensure that the conducted interviews are of high quality to establish a
better understanding about how these companies actually work with these questions rather
than generalising how the industry do. The initial ambitions to conduct a larger study had to
be abandoned as time and travel budget was limited, we did not want to compromise with

the quality of the study by interviewing respondents with little insight in the questions asked.

3.3.2 Selection of companies in the segment

When choosing companies to interview to collect empirical data, we approached the four
largest accounting firms in Sweden, also known internationally as the Big-4; PWC; Ernst &
Young; KPMG and Deloitte (Retriever, 2011). The choice is motivated by the size of these
companies and the fact that they have explicit policies to support graduates with research
projects (Deloitte, 2011b, KPMG, 2011a). After contact with all of the Big-4, two had the

possibility to perform interviews with appropriate interviewees.

The geographical limitation to Sweden is based on the relatively easy accessibility, but as all
companies within our target segment is part of global organisations we expect their policies

in these questions to be influenced by international ones.

3.3.3. Selection of respondents

After having presented the case to contact persons responsible for student relations and
spoken to several representatives, the opportunity to conduct interviews with respondents
with insight in the research subject appeared. Both of them high-ranking managers with in-

sight and influence over the company’s HRD-policy and its evaluation as described in table
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3.3.3.1
Interviewees
Company A Company B

table 3.3.3.1

Title Responsible for audit learning and | Head of Learning and Develop-

development ment
Rank Partner Manager
Responsibility National National

3.4 Interviews

When conducting interviews, we chose to perform them in Swedish to ensure we understand
the interviewee right. A broader vocabulary makes it easier to gradate the questions. This im-
plies that all quotes from the interviews will be translated from Swedish to English. Having
conducted the first interview, the comprehensive view was that the template covered the es-
sentials, yet with too many questions, why it was revised to enhance the quality and reduce
repeating to the second interview. Recording interviews; transcribing it and providing the
same as an appendix will according to Ryen (2004) secure the scientific reliability, why this

approach was chosen. The duration of the interviews is approximately one hour each.

3.5 Choice of questions

The questions asked in the interviews are divided into two categories. The contextual ques-
tions, that helps us understand the environment in which the evaluation process takes place,
primarily deal with HRD. The specific questions deals with existing evaluation of HRD invest-
ments, its use, purpose and the company and respondents views on the subject. Interview

questions are attached in appendix 1.
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4 Empirical Data

This section summarise gathered empirical results from conducted interviews.

Spokesperson B (2011), head of Learning and Development at Company B, confirms that
their business is indeed knowledge-intensive, as do Spokesperson A (2011), partner and

head of learning and development for audit consultants at Company A.

Spokesperson B has some objections to the assumption that companies working within
economic consulting are more focused at evaluating investments in HRD. His objection is
based on the fact that companies in this business have a very direct connection between
HRD and services performed, in addition to a mandatory education and testing system su-
pervised by authorities and independent organisations, especially within auditing. He con-
cludes: Evaluation might be more crucial for organisations that don’t have this connection

and supervision. (Spokesperson-B, 2011)

The amount of educational efforts and the type of training is different depending on business
area. Auditing has the most structured educational program, primarily due to the rigourous
testing process to become an authorised auditor. The first five years within the firm consists
of 7-8 % of formal education and Spokesperson A even claim that the first year almost
equals to 100% education when measuring both formal and on the job-training.

(Spokesperson-A, 2011)

4.1 Evaluation methods

Company A, unlike Company B, partially apply a scientific model when evaluating their in-
vestments in HRD. This is Kirkpatrick’s (2005) model, see chapter 2.1, where at least the first
two levels are applied in immediate connection to conducted education. Level three and four
are said to be tougher to apply and according to Spokesperson A never are, even though it is
desirable. The difficulties in isolating costs and benefits from a particular educational moment

are the stated reasons why they are not applied. (Spokesperson-B, 2011, Spokesperson-A,
2011)
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Company B do not apply a theoretical model to the evaluation of HRD investments but have
an approach similar to Company A’'s, where attention is put to the participants and trainers
perceived quality of the initiative. Standardised questionnaires are used to gather this data
from the participants and the teacher responsible in both cases. This is a continuous and
subjective evaluation process which is the primary basis for changes in the specific courses.

(Spokesperson-B, 2011, Spokesperson-A, 2011)

Company A conducts knowledge tests to determine participant learning effects on some
courses targeted as especially important. Company B does not implement testing on specific
courses, to ensure learning. The formal testing element present in Company B’s educational
programme is focused on a more general level of learning. They apply an internal knowledge
test two years after hiring. Both organisations also use external tests that asses learning on a
more general level in their evaluation process. These tests are the IREV knowledge test three
years after hiring (Akademi, 2011), auditing exam after four years and higher auditing exam

after 5 years. (Spokesperson-B, 2011, Spokesperson-A, 2011)

According to both Spokespersons the external test results are used for evaluation of HRD
initiatives. Deviations from desired results are used to revise the training programme and its
components to find the reasons for the deviation. (Spokesperson-B, 2011, Spokesperson-A,
2011)

These external tests are also used for benchmarking the quality of the educational pro-
gramme against competitors. Primarily the other Big-4, according to both respondents.

(Spokesperson-B, 2011, Spokesperson-A, 2011)

As stated, the Spokespersons claims the most important purpose of the HRD investments is
to affect the behaviour of participants in their profession, to implement their acquired knowl-
edge. This level of implementation is to some extent measured in what is referred to as the

“Performance management process” in both companies. The process, of course, differs be-
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tween the companies but both seek to monitor employee performance. (Spokesperson-B,

2011, Spokesperson-A, 2011)

The Spokesperson for company A says their performance management process intensifies
after projects longer than 40 hours, after which every employee have the right to get an effi-
ciency evaluation of the technical and business skill improvements during the project.
(Spokesperson-A, 2011)

In company B every employee has a performance manager, often his service line managet,
that he meets with regularly to monitor performance, personal development, set personal ca-
reer goals and set a plan for career development. The performance management process is
handled through discussion between the two parties. It is based on performance data, with
various degrees of subjectivity since it is often based on impressions from other managers.

(Spokesperson-B, 2011)

4.2 Financial evaluations

Both Spokesperson A and B express interest in financial bottom line measurements to evalu-
ate HRD investments. Spokesperson A claim that the issue has been discussed at manage-
ment meetings. Both respondents claim that the process of finding and implementing appro-
priate methods to do so is not necessarily that difficult but just not prioritised in the organisa-
tions. Spokesperson A thinks that the lack of priority is due to the fact that it is not a problem
area, as long as business performance is good and both employees and management are
pleased with the output and content of HRD initiatives. If this were to change, the issue
would catch management’s attention and new evaluation methods might be an area of prior-

ity. (Spokesperson-B, 2011, Spokesperson-A, 2011)

When faced with the practical implementation of financial bottom line measurements both
respondents comment on the implicit problems in isolating, quantifying and valuing the im-

pact of HRD investments. Spokesperson A also mention the issue of vast amount of informal
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education, such as on the job training, and how to determine if the bottom line effect is to be

credited to formal or informal education. (Spokesperson-B, 2011, Spokesperson-A, 2011)

4.3 Purposes of investments in HRD
The primary purpose of the educational efforts is to enhance employee performance in order

to be perceived as the most competent firm on the market. Spokesperson A (Spokesperson-

A, 2011) phrase it like this:

If you want to be the best advisor, you need to make sure the personnel gets as

proper and effective education as possible.
Or as Spokesperson B (Spokesperson-B, 2011) said:

Our commitment and competence is what'’s going to separate us from the others

It's not an option not to invest in HRD.

A secondary objective for company B is to maintain and develop employee satisfaction in or-
der to be a “magnet for talent”, as stated in their global business strategy (Ledwith, 2010). As
for Company A their spokesperson argues the importance of marketing themselves to stu-
dents. By providing a program that enables the students’ future growth and career possibili-
ties they gain a better reputation among students. (Spokesperson-B, 2011, Spokesperson-A,

2011)
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5. Analysis

The first part of this section aims to answer the main question, the second seeks to explore
the underlying question. In both sections the results from the empirical section is analysed
with respect to the theoretical framework.

5.1 How do firms evaluate investments in HRD?

The empirical research concerning the first research question is summarised in table 5.1.1
below. The table explains the empirical findings through Kirkpatrick’s four level model of eva-

luation and answer the research question

Table 5.1.1
Level of evaluation Company A | Company B
Level 1 - Reactions X X
Level 2 - Learning X

Level 3 - Behaviour

Level 4 - Result

In the case of large Swedish accounting firms the empirical data does not support assump-

tions about the use of a common scientific model for evaluating HRD investments.

One of our respondents, Company A, have adopted a scientific model; Kirkpatrick’s four-level
model for evaluation (Kirkpatrick, 2005). The implementation of the model is limited to step
one and two of the model, reactions and learning are measured on specific initiatives. Step
three and four of Kirkpatrick’s model (Kirkpatrick, 2005), implementation and organisational
impact, is not measured in the organisation. The partial implementation is motivated by a
perceived lack of use in relation to the cost of a full implementation, since HRD is not viewed
as a problem area by management at the moment according to Company A. Company B, on
the other hand, do not adapt a scientific model as a foundation for their HRD investment

evaluation process (Spokesperson-B, 2011).
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Both companies conduct evaluation of participant- and teacher-reactions through question-
naires (Spokesperson-B, 2011, Spokesperson-A, 2011), equivalent to the first step in Kirk-
patrick’s model (Kirkpatrick, 2005).

Company A conducts tests of participant learning on specific courses considered extra im-
portant (Spokesperson-A, 2011). This action is equivalent to step two in Kirkpatrick’'s model
(Kirkpatrick, 2005).

Both respondents also evaluate the effects of their HRD investments in terms of learning, us-
ing results from external tests such as IREV’s knowledge test and auditing exams. These re-
sults are more difficult to relate to individual courses and also look more on accumulated
learning effects from all formal and informal education (Spokesperson-B, 2011,
Spokesperson-A, 2011). As the connection to specific educational initiatives is not obvious

these tests can’t be seen as a full implementation of step two in Kirkpatrick’s model.

In a similar fashion both companies evaluate the performance of individual employees
through a performance management process. To some extent this process assesses the im-
plementation of knowledge acquired from education to the job, Kirkpatrick’s third level of
evaluation (Kirkpatrick, 2005). But, in the same way as external testing, this evaluation is on

an aggregated level. (Spokesperson-B, 2011, Spokesperson-A, 2011)

None of the companies use any measurements equivalent to Kirkpatrick’s fourth level, organ-
isational impact, to evaluate HRD investments. This level aims to determine financial results of
the investment such as return on investment, ROI, or other organisational goals. Both re-
spondents though, find the idea of identifying the financial effects of HRD initiatives interesting
and useful for managerial decisions. The stated reasons for not implementing measurements
of this type are consistent with scholars (G. Wang, 2002) criticism concerning the difficulties
of isolating and quantifying effects of single initiatives. That training programs are perceived to
be working desirably and therefore is not a focus of management attention is also mentioned

as a reason. (Spokesperson-B, 2011, Spokesperson-A, 2011)
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Despite the lack of a common scientific model, the methods for evaluating HRD investments
are similar between the two firms. The exception is that Company A, with the guidance of
Kirkpatrick’s four-level model of evaluation, have begun to test learning from specific courses.

(Spokesperson-B, 2011, Spokesperson-A, 2011)

5.1.1 Discussion

Our initial approach to this study was based on an assumption that economic models to
evaluate HRD investments would be present in this kind of companies, who are not only
knowledge-based but also specialists in designing economic models. When performing the
study we soon realised that was not the case, which surprised us. We also realised that there
are a number of problems occurring when trying to credit financial impact to particular HRD
investments. The most obvious problem is: These companies have multiple HRD initiatives
running simultaneously making the connection between financial results and specific HRD
investments hard to isolate. Perhaps this connection is easier to make in companies with less

comprehensive training programs.

5.2 Is there a need for additional evaluation methods?

The primary purpose of investments in HRD, according to both respondents, is to increase
participants business performance, despite the focus for course-specific evaluation is partici-
pant and teacher reactions and to some extent participant learning. (Spokesperson-B, 2011,

Spokesperson-A, 2011)

According to Russ-Eft and Preskill (2005) the key element for a successful evaluation is to
focus the evaluation, preferably by developing a logical model. This process generates a con-
sensus about the investment’s purpose, expectations and design among stakeholders. When
the logical model is determined the evaluation should be designed to measure to what extent
the investment aligns with the logical model. Each HRD investment should have its own logi-
cal model since purpose and expectations as well as stakeholders’ perceived need of infor-

mation varies depending on the purpose (Russ-Eft, 2005).
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Using participant performance as the primary purpose of HRD investments and hence basis
for evaluation in these companies, is consistent with respect to both important external and
internal factors which influence organisational behaviour in Russ-Eft and Preskill’s (2005) sys-
tems model. External factors, such as competing for customers with high demands, puts
pressure on everyone in the organisation to keep performing better. Something reflected in
the company-culture and leadership of both responding companies who emphasise a per-
formance management process to determine and develop employees’ overall performance.
According to Spokesperson B the presence of partners in the daily operations add to the fo-

cus on employee performance. (Spokesperson-B, 2011, Spokesperson-A, 2011)

5.2.1 Discussion

During the empirical research participants identified increased performance as the primary
purpose of investments in HRD. We have concluded that this factor is not subject of evalua-
tion when it comes to specific investments. So, to obtain a better basis for managerial deci-
sions concerning the composition of training programs we suggest that a greater focus is put
on evaluating courses aiming to increase participant performance with measurements that
can be related to that particular goal. Since we, from our interviews, know that the firms
measure employee efficiency our recommendation is to use these existing measurements for
evaluation purposes. Given that the quality of the information is adequate, and there is a rele-
vant connection between efficiency measurements and the investments, these measure-
ments can be used to evaluate effects on employee performance. We believe that such a

connection can be made.
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6. Conclusions

Conclusions from the analysis are accounted for in this section. Conclusions are separated
with reference to the two folded question.

6.1

How do firms evaluate investments in HRD?

-When evaluating direct effects of investments in HRD the primary measurement is
to gather participant and trainer reactions equivalent to level one in Kirkpatrick’s
four-level model.

-Company A measure participant learning effects, or level two in the implicitly hier-
archical four-level model.

-None of the respondents measure behaviour or result effects of single invest-
ments.

-Company A, who apply a scientific model, have come further in developing their
evaluation process.

-To our surprise the findings do not support our initial assumptions about evolved

methods of evaluating HRD investments in these companies.

6.2 Is there a need for additional evaluation methods?

-There is a demand from companies for refined methods to evaluate their invest-
ments in HRD.

-There is a gap between purpose of investments in HRD and what is evaluated.
-The stated purpose of investing in HRD is increased employee performance.
-According to Russ-Eft and Preskill’s systems model every investment in HRD

should be evaluated with respect to its defined purpose.
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/. Suggestions to further research

To further understand the field of this study the authors presents examples to further research
that could improve the understanding and knowledge within the field.

To ensure the conclusions of this research, a broader sample of companies would probably
be a good suggestion for further research. A broader sample, as in companies within the
same industry but with different size, would also be an interesting angle for further research.
The questions could also be applied to other industries with substantially different budgeting
for investments in HRD. For instance, companies who are more capital intensive than se-
lected firms this thesis. These suggestions could, with its broader focus, draw a better picture

of evaluations of investments in HRD.

Furthermore research in other applicable methods of evaluation or an in-depth analysis con-
cerning efficiency measurements to achieve demanded results are inspiring suggestions to

further research.
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Appendix

1 - Interview guidelines

Mal, syfte och forutsattningar

Malet med intervjun &r att lyssna till era metoder att utvardera investeringar i personalens
vidareutbildning.

Syftet ar att anvanda intervjun som underlag till det empiriska material som vi grundar vart re-
sultat av fragan till.

Forutsattningar

Vi redovisar alla svar som vi far enligt Era énskemal. Onskar ni vara anonyma &verlag redovi-
sar vi inte var frAn vem vi fatt uppgiften. Géller det endast specifika frégor kan vi anonymisera
just dessa. Ar ni beredda att vara éppna med allt uppskattar vi sjélvklart detta mycket.

Inledande fragor:

Syftet med denna del &r att skapa en kontext som ligger till grund for mer specifika fragor om utvardering av HDR-

investeringar. Som Russ-Eft och Preskill (2001) beskriver kan man inte designa en utvardering utan att k&nna till miljdn den
syftar till att utvardera. P4 samma satt anser forfattarna att det omvant inte gér att forstd och analysera en utvarderings-

design utan att forsta dess bakgrund.

1. Vilken &r din anknytning till HRD-frdgor pa Company B?
2. Varfér genomfor ni vidareutbildningar av personalen?

3. Finns det ett uttalat syfte p& managementniva?
(personalndjdhet, skapa varde, performance, lojalitet)

4. Hur ménga anstallda har ni i Sverige?
5. Hur ménga timmar lagger ni i snitt per anstalld pa utbildning per ar?
6. Hur stora resurser lagger ni i snitt per anstalld pa utbildning per ar?

7. Gor man en differentiering pa affarsomrade? Hur ser i s& fall férdelningen ut och framfor
allt, &r det skillnad i utvarderingsférfarandet?

8. Hur stor ar er personalomsattning?
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9. Vilka i organisationen &ar del i beslutsfattandet av HRD budgeten? (Internationellt, landsba-
sis, lokalt)

10. Far de ta del av utvarderingen (om den finns?)?

11. Vad &r en investering i en utbildning for er?

School of Business, Economics and Law at Gothenburg University
How do firms evaluate investments in HRD? - a study of two large Swedish accounting firms



> Alexander Andersson 831010-5985
UNIVERSITY OF GOTHENBURG Edward UﬂdQ\/iSt 860213-0398

SCHOOL OF BUSINESS, ECONOMICS AND LAW

Specifika fragor

Syftet med denna del av intervjun &r att skapa en djupare forstéelse for hur foretaget arbetar med utvérdering av HDR-
investeringar. Om féretaget anvander sig av en uttalad modell for utvardering eller om en modell kan defineras, hur denna
modell och dérmed utvarderingspolicy stéller sig till de utvalda teorierna pa omradet (Kirkpatrick’s four-level taxonomy, Phil-
lips’s modell for att berakna ROI, Russ-Eft och Preskill’s Systems model of evaluation och Wang’s Approach to evaluation).
Dessa teorier beskrivs i den teoretiska referensramen.

Hur stor vikt faster ni vid utvardering av dessa investeringar?

Har ni ndgon modell for att utvardera HRD-investeringar? Forklara den? Syfte? Hur upplevs
den? Varfor inte modell? Kanner ni till Kirkpatricks fyra nivds modell for utvardering?

Vad ar de viktigaste parametrarna som utvarderingen syftar till att utvardera?

Hur ser ni pa ROI? Andra finansiella méatt?

Vilka ar malgruppen/intressenterna for utvarderingen?

Vilka utfor utvarderingen?

Fortldpande eller summerande?

Hur anvands resultatet av utvarderingen? Formativt?

Folier ni upp utvarderingarna? Hur da?

Hur paverkar det faktum att ni ar &garledda er investering och utvardering i HRD?
Hur paverkas denna process av det internationella &gandet?

Styr ni sjalva utvecklingsprocessen eller foljer ni internationella mallar och hur ser i sa fall de ut
och varfor da?

Utvarderas investeringarna olika beroende pa syfte, malgrupp etc.

Ar utbildningen individanpassad? Hur paverkar det svérigheten att flia upp dessa investerin-
gar?

Vad ger en utbildning den anstéllde? (I6neférhéjning, befordran etc)
Eller &r det en del av en utbildningsplan som alla férvantas folja?

Vad férvantar ni utbildningarna ska resultera i?
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Vander ni er helst till interna resurser eller externa utbildningsfirmor, varfér da, varfér dessa?

Om extern utbildningsfirma/institution, hur stor vikt fasts vid att det a&r namnkunnigt?
Utvarderas en s&dan investering annorlunda?

Hur skulle ni kunna férbéattra ert utbildningssystem och dess utvardering?
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2 - Retriver information about the four giants.
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3 - Definitions

Value word

Definition

Investments

Considering investments in HRD, we define them as expenses related to
educational studies within the field of the employees’ special compe-
tence, to increase the company’s future earnings. Whether the education
is arranged in-house, by a commissioned consultant or at an external
supplier does not matter as long as the company covers the expenses
for the education and agrees to incorporate the education as working
hours.

Evaluation

Form an idea of the amount, number, or value of; assess (Oxford, 2009)

HRD

Human Resource Development is the framework for helping employees
develop their personal and organisational skills, knowledge, and abilities.
Human Resource Development includes such opportunities as employee
training, employee career development, performance management and
development, coaching, mentoring, succession planning, key employee
identification, tuition assistance, and organisation development. (Heath-
field, 2011)

Swanson explicates this with his: “...organisation development and per-
sonnel training and development for the purpose of improving perform-
ance.” (Swanson, 1995)

Furthermore, Swanson (Swanson, 1995) defines the two components of
HRD

1. Training and development: A systematic individual process of develop-
ing expertise and improving performance.

2. Organisation development: Also a systematic organisational change
process to improve performance.

Learning

Martin and Pate (Pate, 2001) claim learning is:
Intuiting: Preconscious recognition of the pattern and/or possibilities in-
herent in a personal stream of experiences.

Performance

Swanson's description of performance is impeccable. When a system
maximises its performance, they involve each level of the pyramid and
keep enforcing their methods with new inventions and a continuous im-
provement philosophy. (Swanson, 1994)

On The Job-
training

Education and training conducted on the job, where you whilst complet-
ing your task get taught by your superior on the scene. (Spokesperson-
A, 2011)
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