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Doug Lynch: Elliott asked me to do a snapshot 
on how an economist might think about these 
issues of learning, and of course when we get 
to the block on evidence we’re going to spend a 
lot of time on that paradigm, as well as a bunch 
of others. 
 
So, what I thought I would do today just for the 
folks attending learning was to spend maybe 20 
seconds telling you all about why economists 
are even interested in what you all do, and then 
shift from there to what an economist might 
think about what is probably the most common 
approach to trying understand whether or not 
you all are having impact in what you do. 
 
So, with that, economics is basically a social 
science that is interested in choice given scarce 
resources, which I would argue is probably 
what you live with everyday in your jobs. There 
are a bunch of economists who are labor 
economists who have bought into something 
called Human Capital Theory, which basically 
says that learning is a wonderful thing because 
it makes people more productive, and therefore 
if you are able to do it effectively the world 
becomes a better place. People are happier 
because it makes more money. Your employers 
are happier because you have impact at the 
bottom line of the organization. The world is a 
happier place because people are paying more 
taxes, and trade is better, and those sorts of 
things.  
 
There are some folks who look at what are 
called production functions, which are really the 
inputs, and you can think about that in terms of 
widgets, but you could also think about that in 
terms of learning. 
 
So, what are the different inputs that go into 
learning, and how much do each one of those 
cost, and the idea that there might be sort of an 
efficient way to maximize the bundling of inputs 
in such a way that you are getting the best 
impact that you would want. 
 
So, with that, I would want to turn you on, what 
do you think right now is sort of the buzz around 
impact? What are you hearing on your jobs, 

how are people talking about the sort of 
measuring of impact? 
 
Speaker: Return on Investment. 
 
Doug Lynch: So, return on Investment, is also 
true for you or…? 
 
Speaker: The reason that we are in this 
program is because executives don’t trust us 
unless we can show that. So, we want to play at 
that level, for them to say what’s that going to 
be worth, what’s it going to be worth to you to 
do this. 
 
Speaker: I say employees are going to be 20 
times more productive when they feel valued 
and appreciated. Sounds good. 
 
Doug Lynch: It sounds reasonable, I am sure 
you get some… 
 
So, maybe first we should spend a little time 
talking about why that has emerged as such a 
prominent sort of theme in your world, what’s 
the appeal of it? 
 
Speaker: Well, I think you know when you said 
‘scarce resources’. I worked for a company 
once that didn’t have very scarce resources, 
and training was everywhere. You had years of 
in-class expensive training, but when resources 
became scarce, now we are trying to trade off, 
should we do a training or should we buy an 
MRI piece of equipment, should we do – 
industry is faced with these critical decisions, 
where do I put my investments? 
 
So, if you are talking to a hospital client and 
they can buy an MRI, and they can see exactly 
how many radiology dollars they can bring in 
with that, versus I can train their people to be 
more professional. They want to see what’s the 
return you are trying to give. So, I am 
competing with other investments. 
 
Doug Lynch: So, then I guess the rationale 
would be that you want to demonstrate impact 
in a way that allows one to compare training 
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with other investments, and that sort of speaks 
in business terms to the senior executive. 
 
Speaker: Right, and if I can't do that, I am not 
going to get the budget, and that’s 
traditionally... 
 
Doug Lynch: And it’s all about getting the 
budget, or is it sort of? 
 
Speaker: Right! 
 
Doug Lynch: That sounds reasonable to me, 
sort of why people would think that ROI is the 
way to go. It is a term that is translatable into 
many different environments. So, you can look 
at in some ways ROI of investing in MRIs 
versus ROI of investing in people. It is a 
business term, it’s not a learning term. 
 
So, let’s spend a little bit of time thinking 
through quickly what might be some of the 
problems that are inherent in using that sort of 
approach. 
 
Speaker: Oh, it’s the direct impact of your 
training. I can teach an executive that you have 
to value your employees, you have to give 
recognition, and the employees are going to be 
more productive. Well, what does that mean, in 
dollars or cent, what will it mean for the sales 
force? So, as a projection as to how many more 
customers are going to get, what are the sales 
increases, if we do that? 
 
Doug Lynch: So, I heard several things in 
there. One, possibly a measurement problem, 
and two, an inference problem. So, in other 
words, how do you actually get at the cost, and 
that’s sort of one issue. Another issue is, how 
do we relate the relationship between the 
learning event and some sort of outcome that is 
sort of not in that classroom or in that learning 
event but it’s sort of external to that. I see both 
of those as problems. 
 
Speaker: Another one I have dealt with is, 
executives I am trying to get the dollars from 
aren’t very patient about results. So, if I’m 
talking about a result that might be a longer 

term result, which is often a case with learning 
interventions, and I am comparing with 
something that is going to bring dollars to next 
quarter, it’s hard to compete. 
 
Doug Lynch: Right, so there is a large body of 
work that has looked at the returns to education 
that look over a lifetime. What you are saying is 
that your boss wants a return on the next 
quarter. 
 
Speaker: Well, at least in a year. 
 
Doug Lynch: In the year. 
 
Speaker: Next quarter would really be good 
but… 
 
Doug Lynch: Right, okay. Any other sort of 
issues you can think about? 
 
Speaker: No, and then just cross-justifying that, 
cross-justifying the expense against what their 
projected outcomes might be.  
 
Speaker: Another issue sometimes is, they 
don’t want to invest in people because they 
don’t know if the people are going to today 
walkout the door. So, they can invest in the MRI 
machine, they know it’s going to be onsite. 
 
Doug Lynch: So, there might be a return, but 
they won’t see it. 
 
Speaker: Exactly! 
 
Doug Lynch: Right. Well, economists would 
look at ROI as -- I at least have currently heard 
it described in the popular sort of what we call 
the Training Trade, and have a lot of concerns 
with it. The notion itself is sort of good.  ROI 
studies tend to be ex post facto look back  40 
years later. My sense is that your employers 
would not be particularly interested in that. 
 
Speaker: No, that’s not going to apply.  
 
Doug Lynch: So, if it has to be sort of now, 
then you are projecting. If you are projecting 
you have to have a sense of what time horizon 
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you are projecting forward on. You have to 
have a sense of the discount rate you are going 
to use, this matters significantly 
methodologically. 
 
Then you also have a sense of the company’s 
own performance. Then within a company’s 
own performance you would have to control for 
all those things that the company’s performance 
does not control, such as the market.  
 
So, if you are a financial services company you 
might be a well oiled machine, but if the market 
is not doing well, you’re probably not doing well 
either. If you are a manufacturer of tires, even 
though you are one of manufacturer of tires, if 
General Motors is in trouble, you’re probably in 
trouble too. You have to control for all those 
things.  
 
Then within a company you have to deal with 
things like all those factors that contribute to 
performance that don’t involve people, such as 
capital and business processes, and other 
inputs. Then when you get into people, you 
have to think about everything that goes into 
making somebody perform in sort of pallets, 
incentives, if you sort of buy the behaviorist.  
 
So, at the end of the day what ends up 
happening is that you have a fairly tenuous 
series of links that you are making from an 
individual’s learning experience to a company’s 
bottom line. So, when you have a very tenuous 
link methodologically, you get a lot of noise in 
there. So, the predictive value of it starts to 
approach zero, and so most economists would 
say that it is a more useless exercise, and there 
might be better ways to go about it. 
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