
2
Forecasting ROI for 

Machine Operator Training

Canadian Valve Company

This case was prepared to serve as a basis for discussion rather than to illustrate either effective or in -
effective administrative and management practices. All names, dates, places, and organizations have
been disguised at the request of the author or organization.
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1. Develop a complete training plan detailing the type of training
program duration, training outlines, training structure, and train-
ing organization.

2. Design a preliminary layout of the area planned for training and
determine how to procure machines for training.

3. Estimate the expected benefits and costs for the proposed program.
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• Reduction in time to reach a standard proficiency level (training
time)

• Improvement in the scrap rate for new employees
• Improvement in the employee safety record (first-aid injuries)
• Reduction in equipment maintenance expense
• Reduction in turnover of new employees
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lars are in Canadian funds).
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The total annualized costs are as follows:
Equipment (prorated) $19,000
Space (rental) 10,000
Program development (prorated) 7,500
Instructors 80,00
Maintenance 15,000

$131,500

A comparison of the costs with the savings yields the following
cal culations. The benefit-cost ratio (BCR) is:

BCR = 304,950  = 2.32______
131,500



28 Proving the Value of HR—ROI Case Studies

The first-year net savings are as follows:
Annual gross savings $304,950
Less program costs 131,950
Net savings 173,450

ROI = 173,450  x 100 = 132%______
131,500
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• Program design
• Equipment procurement and layout
• Program benefits
• Costs
• Expected return-on-investment and cost-benefit analysis
• Intangible benefits

1. How credible is the process? Explain.
2. Without the information from the pilot program, could the ROI be

forecasted? Explain.
3. How would you critique the methods used in converting data to

monetary values?
4. An important part of any ROI calculation is to account for other

factors, which may influence output measures? How is this issue
addressed in this case?

5. Are the projected costs for the program reasonable? Explain.
6. How realistic are the values for BCR and ROI. Explain.
7. How helpful is the role of OTAB in this process?
8. How important are the intangible benefits? Could other intangible

benefits be identified? Should they be converted to monetary
 benefits?
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