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HUD Resource Allocation. 
Cost of Training 

A 
i I t a time when training budgets are shrinking, 

economic forecasts are heralding unprece-
dented demands on the U.S. workforce. 

Several key forces drive the need for 
more t ra in ing—and for retraining. 

Among them: new technologies, an 
ever-expanding international mar-

ketplace for goods and services, 
and increasing competition for 

markets in the United States 
and abroad. 
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In fact, recent studies by the National 
Center on the Educational Quality of 
the Workforce, based at the Universi-
ty of Pennsy lvan ia , s h o w that em-
ployers are requiring more skills for 
p r o d u c t i o n and s u p p o r t p o s i t i o n s 
than they've asked for in the past. In a 
survey of 3,173 private-sector firms 
with 20 or more employees, 57 per-
cent of respondents said they had in-
creased iheir skill requirements in the 
previous three years. 

The su rvey a lso f o u n d that em-
ployers were addressing the issue of 
increased r e q u i r e m e n t s by mak ing 
training available to their employees. 
In fact, 81 percent reported providing 
or paying for formal training; 57 per-
cent said t hey had inc reased the i r 
training efforts. 

At the same time, businesses, par-
ticularly small business , are feel ing 
the pressure to cut back on many ex-
penses. And training is a key area of 
cost concern . In a recent survey by 
National Small Business United, small 
firms described the challenges to their 
survival and growth. More than one 
in five of the b u s i n e s s e s su rveyed 
ranked problems with recruiting and 
retaining qualified, well-trained work-
ers—specifically the cost of training 
w o r k e r s — a s the i r mos t s igni f icant 
challenge. 

The message is clear: In an atmos-
phere of dwindl ing training dollars, 
t ra ining manage r s are forced to d o 
more with less. In effect, companies 
wan t t ra ining d e p a r t m e n t s to h e l p 
them answer today's challenges—but 
to do it on a bare-bones budget. 

Here a re a few ideas for cu t t ing 
back on costs while still moving for-
ward with high-quality training. 

Needs assessment is key 
For training departments that want to 
save money on training, the first order 
of business is to conduct a thorough 
needs assessment, says Lorie Prouty. 
Trainers can develop programs based 
on the solid results they get from such 
an assessment, she explains. 

Prouty is director of the Business 
and Indus t ry Ins t i tu te of Foothi l l -
DeAnza Colleges in California. 

She says that he r e x p e r i e n c e in 
helping Silicon Valley companies de-
velop training programs a n d strate-
gies has shown her what works and 
what doesn't. And needs assessments, 
she says, are crucial. Without a survey 
to p inpo in t the skills the c o m p a n y 
needs, she cautions, the training you 
select isn't likely to work. 

"The needs-assessment strategy is 
real ly f u n d a m e n t a l if you w a n t to 
a v o i d w a s t i n g t r a i n i n g d o l l a r s , " 
Prouty says. "Investing in training can 
be just like any o ther impulse pur-
c h a s e . S o m e o n e may c o m e a l o n g 
with a glitzy package. And the head 
of the training department or HR de-
partment gets really excited about it 
and buys it. And nobody's interested." 

T o o o f t e n , s h e says, the p e r s o n 
w h o thinks a program sounds good 
hasn' t d o n e an assessment to see if 
the target skills are needed or if any-
o n e in the company is interested in 
learning those skills. She says that a 
proper needs assessment can help an 
organizat ion maintain a clear focus 
on ways to enhance the skills of its 
current workforce. 

Local colleges offer 
lower costs 
Prouty obse rves that local col leges 
are consistently overlooked as a mon-
ey-saving resource. Over the years, 
she 's noted that many peop le in in-

dustry assume that community and ju-
nior colleges are able to deliver only 
basic-skills training—that they don' t 
have the expertise needed for deliver-
ing high-level t ra in ing in m a n a g e -
ment, marketing, and technical skills. 

Tha t a s s u m p t i o n , s h e insists, is 
wrong. She warns that avoiding the 
local-college alternative is to pass up 
h igh-qual i ty t ra ining at r e a sonab l e 
prices. 

C o m m u n i t y co l l eges , like o t h e r 
training providers, are in the business 
because they've realized that training 
c a n be a l u c r a t i v e m a r k e t , s ays 
Prouty. "They know they have much 
to offer employers, so most colleges 
have depar tments that offer training 
services at a very low cost," she con-
tinues. "In our case, some of the very 
s a m e t ra iners w h o g o out on their 
own and offer their services to com-
panies will work through us for less, 
if we negotiate with them." 

Prouty says there is of ten a huge 
cost difference between the offerings 
of local colleges and of private train-
ing suppliers. 

She recalls a major corporation that 
was l o o k i n g for m a r k e t i n g and fi-
nance programs for its vice-presidents 
and directors. The courses were even-
tually led by three professors from a 
local MBA program. Prouty says the 
bids from other suppliers were three 
to four times higher. 

Another company paid $37,000 for 
seminars from local schools on time 
management and conflict resolution. 
According to Prouty. the firm's analy-
sis s h o w e d that p r i v a t e s u p p l i e r s 
would have charged $122,000 for the 
same training. 

Prouty adds that local colleges also 
p r o v i d e anc i l la ry se rv ices such as 
skills assessment, counseling, and tu-
tor ing—for a fraction of what some 
p r i v a t e - s e c t o r t r a i n i n g s u p p l i e r s 
charge for those services. 

Beating the high costs of 
outsourcing 
If you outsource training, it doesn ' t 
hurt to negotiate. Many suppliers are 
wil l ing to o f f e r v o l u m e d i scoun t s . 
Some will charge less for an initial of-
fering, just to get a foot in the door. 
Where there 's a per-person rate and 
the group is larger than the minimum 
required, Prouty recommends negoti-
ating for a lower cost per participant. 
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But some costs are not negotiable, 
she warns. For certain up-front de-
mands—such as lengthy proposa l s 
and extensive meeting time to sell a 
program to management—suppliers 
will tack extra fees on to their bills. 
Companies that don' t want to incur 
s u c h cos ts s h o u l d limit t h o s e de-
mands at the outset. 

"There have been t imes w he n a 
company has given me a request for a 
proposal," Prouty recounts. "I looked 
at it and thought. Well this is going to 
take 80 hours to put together—and 
I'm building that into the cost of de-
livering this program.' It has to come 
from somewhere." 

Another way to beat some of the 
high costs of outsourcing is to pro-
vide programs on site instead of off 
site. Prouty says. Per-person rates for 
off-site programs may appear to be 
low, she expla ins , but the h idden 
costs add up: time away from work, 
travel expenses , lodging, long-dis-
tance calls, meals, and rental cars, to 
name a few. In many cases, an on-site 
offering serves several employees for 
the same a m o u n t of m o n e y that a 
company would spend to send one 
employee away for training. 

Companies also can increase sav-
ings by cutting down on the costs of 
materials. Such fees can significantly 
inflate training costs. 

Prouty recommends asking a train-
ing supplier to provide a master copy 
of the materials, so that the client or-
ganization can make its own copies 
in house. This works especially well 
f o r b i n d e r s c o n t a i n i n g no t e s and 
printed copies, she says. 

"You have a $3 binder with per-
haps $8 worth of copies inside," she 
points out. "But the vendor charges 
about $30 to $50 per person for it." 

Tips for small groups 
Small o rgan iza t ions , in par t icular , 
should consider offering training pro-
grams in partnership with other com-
panies . Prouty sugges t s such joint 
p rograms for firms that don ' t have 
enough employees to justify the costs 
of developing programs in house or 
conduct ing them on site. She offers 
technical training and management 
training as examples of popular kinds 
of programs that several companies 
could share at one time. 

Prouty explains that sharing train-

Y O U H A V E A $ 3 B I N D E R , 

B U T T H E V E N D O R C H A R G E S 
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ing can be a good strategy for a small 
company that cannot support a full 
training department. For such a firm, 
she says, the options are limited: ei-
ther send staff to a distant location, or 
bring in suppliers to deliver the train-
ing for a f e w e m p l o y e e s . Ei ther 
choice can be costly. 

But distance can offer an advan-
tage—if it's distance learning via the 
Internet. Prouty says. On-line training 
can be especially effective for busi-
nesses in less populated areas and for 
those that have only two or three peo-
ple who need training in a subject. 

Another advantage of training via 
the Internet , Prouty adds, is that it 
seems custom-made for many techni-
cal employees. By virtue of their ex-
p e r i e n c e and ea se with c o m p u t e r 
technology, many technical employ-
ees are particularly comfortable with 
this mode of training delivery. 

Computers save money 
Quality coach Alan Crudden reduces 
cos t s by e m p h a s i z i n g c o m p u t e r -
based training combined with pre-
reading. 

He says his employer—IBM Credit 
Corpora t ion , a wholly o w n e d sub-
sidiary of IBM, in Stamford, Connecti-
cut—makes available educational and 
training oppor tuni t ies on a regular 
basis. 

"You have to have p e o p l e w h o 
have knowledge and who can adapt 
as t ime g o e s by," C r u d d e n says . 
When an organizat ion 's employees 
have available a wide spectrum of ed-
ucational opportunities, he says, the 
w o r k f o r c e b e c o m e s m o r e a d a p t -
able—and the company will be more 
adaptable in the future. 

Employees of Crudden's company 
can access courses on-line and down-
load in fo rma t ion to the i r PCs—or 
they can select from offerings on the 
m a i n f r a m e . Dur ing d o w n t i m e or 
breaks, an employee can work on a 
training module. 

In e n v i r o n m e n t s of grea t work-
flow fluctuation and demand, such as 
phone centers, self-paced training can 
fill workers time during slow periods. 
Employees can dial up modules and 
work at their own pace. Then, when 
the volume of calls begins to pick up. 
they can quickly switch screens to get 
back to their everyday work. 

Crudden explains that the combi-
nat ion of c o m p u t e r - b a s e d training 
and prereading or other supplemental 
activities can save money. Classroom 
time is used only as a follow-up, for 
questions and answers, or for expla-
na t i ons of h o w cer ta in s i tua t ions 
could be handled in an actual work 
environment. 

As an example, he describes com-
puter-based training that focuses on 
policies regarding an organization's 
prohibition against contributions to 
political campaigns. A follow-up ses-
sion to the CBT curriculum might an-
swer such questions as these: 
I What should a manager do if an 
employee begins an in-office solicita-
tion for political contributions? 
I How could that manager protect 
the company's position while respect-
ing l he employee 's intellectual free-
dom? 

In self-paced training, instructors 
aren ' t l imited to w o r k i n g at a rate 
conducive to the group's median lev-
el of learning, Crudden says. 

In a d d i t i o n , he p o i n t s ou t , the 
combination of prereading and com-
puter-based learning also addresses 
different learning styles. In effect, the 
students who tend to learn best from 
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The Fine Art of Scrounging 
HR special is t Charlot te Sebast ian 
says she learned some of her bar-
ga in-hunt ing skills f rom a former 
boss. The boss's creative approach 
to saving training dollars is best il-
lustrated, s h e says, by a trip to a 
training fair that turned into a shop-
ping coup. 

Sebastian and her boss were in 
the marke t for f l ipchar t ho lders . 
They wai ted until the e n d of the 
training fair and then approached 
suppliers who had been using such 
holders as display items. 

Her boss asked the suppl iers if 
they'd be interested 
in negotiating a rea-
sonable price for the 
holders—and saving 
themselves the effort 
of lugging the cum-
bersome items back 
to the i r h o m e of -
fices. Sebastian says 
her c o m p a n y got a 

images and p ic tures gain the most 
benefit f rom the computer graphics; 
those w h o prefer print focus on the 
readings. Catering to multiple learn-
ing styles is often more expensive in a 
classroom selling. 

What's in a number? 
Whatever method companies use to 
compute cost savings. Crudden says 
the goal should be to keep people on 
the job as m u c h as possible , whi le 
still making training available. The al-
ternative—taking employees off the 
job for training—can significantly re-
duce productivity. 

"This is especially important where 
you have a transaction-driven opera-
lion." he says. ' If you take otit half of a 
department, you cut your productivity 
by 50 percent. If 1 took half of the peo-
ple out of our call centers, customers 
would start hanging up, and business 
opportunities would be lost. And man-
agement wouldn't go for that." 

C o m p u t e r s can t each , can help) 
people communicate with each other, 
and can provide reference material. 
So why not use them instead of print? 

That would certainly save on the 
cost of reprinting training materials, 
says Mark Neff. HR systems manager 

great price for the equipment. 
Us ing u n c o n v e n t i o n a l m e e t i n g 
space is another tool in Sebastian's 
repertoire for cutting costs. 

When she was with the nonprofit 
Wilder Foundation. Sebastian called 
on a m e m b e r of the founda t ion ' s 
board who was also on the board of 
a historic residence in the St. Paul 
a rea . Sebas t i an a s k e d he r a b o u t 
meeting space—and was allowed to 
use the residence at a cost consider-
ably lower than the premium prices 
she would have had to pay for for-
mal meeting space in a hotel. 

In another instance 
in w h i c h Sebas t ian 
w a s s e a r c h i n g for 
space, a local science 
museum allowed the 
foundat ion 's staff to 
use its meeting area. 
T h e o n l y e x p e n s e 
w a s the cost of re-
freshments. 

for the Integrated Systems Division of 
Compu te r Sciences Corporat ion, in 
Morristown, New Jersey. 

More to the point, the amount of 
p a p e r that s o m e training p rograms 
generate can be surprisingly wasteful. 
Neff wonders how much information 
really must be reproduced in pape r 
form for every trainee. Much of the 
time, he says, the only things the em-
ployees actually need are summaries 
and job aids from the training. 

Do t h e y e v e n n e e d the i r o w n 
copies of those things? In some cases, 
says Neff. the answer is no. Instead of 
m a k i n g c o p i e s of e v e r y t h i n g fo r 
everyone, he suggests, put a copy in 
the c o m p a n y library so e m p l o y e e s 
can consult it when they need to. 

Better yet, Neff observes, if there's 
a way to make the material available 
electronically, you might be able to 
eliminate entirely the costs of printing 
and reproduction. 

Use experts expertly 
Neff advises companies to make wise 
use of subject matter exper ts ' t ime. 
Remember, the SME consultant is on 
ihe clock every time you call for clari-
fication. One way to limit mount ing 
expenses from repeated consultations 

is to ask the SME if you can tape the 
initial interviews. Later, if you have a 
ques t ion or need some clarification 
on an issue, you can refer to the tapes 
for the answer. 

He reminds companies to keep the 
in t e rv iews shor t and to the po in t . 
Two ways to ensure against wasting 
interview time: Be brief, stay focused, 
and make the pu rpose of the inter-
view clear from the outset. Neff sug-
gests providing the quest ions in ad-
vance. to give the SME time to think 
about the answers, rather than forcing 
him o r he r to c o m e u p wi th a re-
sponse at the last minute. 

Neff s e e s a s t rong dr ive toward 
making line managers responsible for 
training. 

"We need to hold our manage r s 
accountable for what they should be 
doing," he says, adding that the over-
all increase in responsibility now puts 
the onus on managers for staff devel-
o p m e n t . Fie be l i eves that such ac-
countability is a "big piece that's been 
missing." 

Another incentive for transferring 
training to line managers is that many 
employees prefer to learn from their 
immediate supervisor, Neff says. Su-
perv i so r s can p r o v i d e o n e - o n - o n e 
learning, they already know their em-
ployees preferred learning styles, and 
they're aware of learning problems. 
In addition, supervisors are complete-
ly familiar with the jobs, performance 
standards, corporate needs, and cor-
porate culture. 

Most outsiders would have difficul-
ty absorbing all that background in-
formation. Even a consultant who is a 
"quick study" could wind up be ing 
expensive, Neff warns. 

Partners in cutting training 
costs 
Like Prouty. human resources gener-
alist Charlot te Sebast ian has found 
that s h a r i n g r e s o u r c e s with o t h e r 
c o m p a n i e s provides great benefi ts , 
both in savings and in professional 
development. 

Sebastian is now a senior HR rep-
resentative for Medtronic, a designer 
and manufacturer of medical devices 
in Minneapolis , Minnesota. But she 
spoke of her experiences as a training 
manager ai the Wilder Foundation, a 
small social-services nonprofit organi-
zation in St. Paul. 
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At Wilder, she says, she cut her 
teeth on ways to cut training costs. 
T h e n s h e b r o u g h t m a n y of t h o s e 
skills to her job at Medtronic. 

She discovered that by working in 
partnership with other organizations, 
she can get the most benefit out of her 
own resources—and can gain access to 
the resources of other organizations. 

For e x a m p l e , Sebas t i an jo ined 
forces with a trainer ;il the Metropoli-
tan Transit Corpora t ion—the local 
b u s c o m p a n y , wh ich had its o w n 
training department. They developed 
a "bartering" relationship for slots in 
the two companies ' various training 
programs. 

In exchange for permitting founda-
tion employees to at tend MTC pro-
grams, Sebastian would conduc t a 
p r o g r a m o n t r a in ing a w a r d s and 
recognition for MTC's employee base. 
The program was one she'd already 
packaged and had found to be suc-
cessful. She delivered it once. Then 
she granted MTC the right to use her 
design and have its own trainers pick 
up the responsibility for it. 

Partnerships also offer her an op-
portunity to exchange ideas, Sebast-
ian says. "One thing I struggled with 
as a one-person training department 
was the absence of colleagues. Part-
nerships allow me to have the advan-
tage of being part of a larger training 
func t ion . Somet imes it gets ra ther 
lonely out there if you're a sole practi-
tioner." 

Checking suppliers' bills carefully 
is ano the r money-saver , Sebast ian 
says. Take the time to make sure that 
you're being charged only for what 
y o u ' v e u s e d , s h e warns . "A lot of 
money is wasted by not checking ho-
tel bills when you use hotel meeting 
facil i t ies. It 's amaz ing what er rors 
creep in." 

And don't be shy about complain-
ing to a training supplier or facilities 
manager when there are problems. 
Sebast ian r e c o m m e n d s regis ter ing 
compla in t s if you think you 've re-
ceived inadequate customer service. 
Most times, she says, a training sup-
plier or consul tant will of fer s o m e 
form of compensation to make up for 
the deficiency. 

"I d idn ' t use c o m p l a i n i n g as a 
trick." she says, "but if attendees were 
genuinely upset, or if we felt that the 
program was misrepresented, I would 
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complain. And I'd receive either a to-
tal refund, or an invitation to attend 
something of equivalent value in the 
future—or at least a reduction in cost." 

Sometimes the best is free 
O n e "amazingly c h e a p " r e source , 
says Prouty, is the Internet. She re-
gards this e lect ronic fo rum for ex-
changing ideas and information as an 
extension of networking for develop-
ing professional relationships. 

E-mail capabi l i t ies p rov ide you 
with Internet access to people w h o 
have had rea l - l i fe e x p e r i e n c e s in 
training and w h o can offer valuable 
advice, at no cost. Again, Sebastian 
says, good shopping skills come in 
handy. She recommends taking ad-
vantage of the free insights that are 
"out there" by asking people on-line 
about the resources they're using and 
their approaches to certain kinds of 
problems. 

Sebastian says the key to creative 
cost-cutting is a willingness to break 
with traditional perceptions of train-
ing and paying for training. In her 
mind, noth ing in life is ever really 
f r e e — b u t then , m o n e y really isn't 
everything, anyhow. 

"There's always a price," she says. 
"If you don't have the dollars, what 
you've got to rely on is your creativi-
ty, your time, and your professional 
relationships. That's the currency you 
have to use in negotiations." 

In other words, having to accom-
plish a lot on a shoestring can pro-
vide valuable motivation. "Sometimes 
it forces us to step back and look at 
how we can do things differently—to 
be more creative, because that's what 
we have to draw on rather than cash." 

For Sebastian, budget has rarely 
b e e n an obs t ac l e to ge t t ing s o m e 
t r a in ing p ro j ec t d o n e , s h e says . 
"There is so much you can do. with 
minimal out-of-pocket costs—if you 
look at training unconventionally." 

For example, she says, if the object 

of the training is to make sure that 
people acquire certain skills, there are 
other ways to provide the training— 
besides the use of expensive class-
room time. 

She remembers an example from 
an article she'd read about a company 
that wanted managers to have team-
building training. Decis ion-makers 
passed over an expens ive ou tdoor 
adventure program in favor of a vol-
unteer program to help build a home-
less shelter in the community. 

By going through the process of 
building the structure together, the 
m a n a g e m e n t t eam fulf i l led all the 
aims of a team-building exercise—ex-
amining how team members worked 
together, what was successful, what 
wasn't successful, and what the team 
could have d o n e bet ter . The man-
agers applied all the same principles 
they would have used on the expen-
s ive a d v e n t u r e - l e a r n i n g tr ip. The 
biggest difference was that building 
the shelter didn't cost anything except 
their time. • 

Madelyn R. Callahan, a free-lance 
writer based in Arlington, Virginia, 
covers training, education, and gov-
ernment affairs. 
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