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Abstract

This case study describes how a successful precision parts manufacturing company
implemented a leadership development program for first-line managers. Based on the
results of the company’s annual engagement survey, the program was designed to
enhance five basic leadership competencies. Using the principles of design thinking,
this case study shows step-by-step how the program was designed and implemented
to deliver results, and then evaluated and reported to all stakeholders. The objectives
of the program were met at each level, and the program yielded a positive return on
investment (ROI).

PRECISION MANUFACTURING

Precision Manufacturing is a manufacturer of precision parts used in a variety of indus-
tries, including the automotive industry. The company operates 22 plants with more
than 24,000 employees. The company has been very successful, but top executives
are always thinking they could do much better. The leadership development profile,
taken directly from the employees in the annual engagement survey, revealed that
leaders are not as effective as they should be. At the same time, some business mea-
sures could improve to make Precision Manufacturing a more profitable organization.
The company wanted enhanced business performance and thought that leadership
development was the approach to improve specific measures.
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SETTING THE STAGE FOR SUCCESS

The leadership development team used the 12-step ROI Methodology process, which
ensures that a program delivers the desired results. Using design thinking, the meth-
odology aligns the program to the business, keeps the focus on business impact
throughout the implementation cycle, and measures and analyzes the success with
five levels of outcomes.

Step 1. Start With Why: Aligning Programs With the Business

Key business performance measures were in five major categories: sales growth, oper-
ating costs, productivity, quality, and safety. These measures could be improved if
leaders stepped up to the challenge of getting more results from their teams. At the
same time, some executives thought that more effective leadership development
might accomplish this, because of a noticeable lack of leadership behaviors at the first
level of management.

Because the measures are different from one department to another, business
alignment would have to start with the managers who attend the program. The pro-
gram would be aimed at the first-level managers, and each manager would select two
measures to improve in their work units. These measures could represent a problem
that needs to be addressed or an opportunity that should be pursued. These measures
should roll up into the aforementioned five categories.

Step 2. Make It Feasible: Selecting the Right Solution
To ensure that a leadership development program is the right solution, the participants
in the program, first-level managers, were asked if the two business measures they
selected could be improved with their team, using a particular set of competencies. Six
basic competencies were involved:

- Communicate values and beliefs.

- Focus on key values through actions.

- Build collaboration, teamwork, and trust.

- Strengthen others’ abilities to excel.

- Inspire others to share a common vision.

- Recognize the accomplishments of others.

These competencies were more refined than ones that had previously been used
with this group, and this level of management had not been involved in a formal lead-
ership program before. Because the business measures were team measures, most
participants concluded that the measures could be improved using these competen-
cies with their team on the job. If a manager was not sure that the measure could be
improved, then another measure was selected. As they prepared to attend the
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program, the participants would have two measures that could be improved with the
program using the competencies with their team at the workplace. This aligns the
proposed solution to the business measure.

A commercially available program, the Leadership Challenge, was selected for the
solution. The program content was slightly modified to reflect the needs of the com-
pany. A four-day program was developed with action plans as the vehicle to drive
business impact. A few support tools were available after attending the program,
including videos, application tools, case studies, and a coach.

Step 3. Expect Success: Designing for Results

The success of most leadership development programs was defined as having appro-
priate leader behavior in place. When those programs “start with the end in mind,”
leader behavior is the end. Most top executives, including those at Precision Manufac-
turing, want more. They want to see the impact of the behavior on key performance
indicators. Consequently, the success of this program has been defined at the Impact
level, improving two business measures for each first-level manager. Leadership devel-
opment is the means to that end.

With this definition of success, objectives were developed for Level 1, Reaction;
Level 2, Learning; and Level 3, Application. The Level 4, impact, objectives are based
on the two measures that each manager selected. Thus, each participating manager
has two SMART Impact-level objectives that represent a stretch for the team and
team leader.

The success definition and objectives were provided to designers, developers,
facilitators, and managers of the participants to make sure that everyone is designing
for application and impact and expecting and supporting those two levels of results.
Also, because of the need to connect leadership development to the business, this
program will be measured all the way to the impact and ROI levels for a sample group.
This will clearly show executives that leadership development represents an invest-
ment and not a cost. Because of this level of expectation, a data collection plan and
an ROI analysis plan were developed for the program and are presented as Tables
16-1 and 16-2, respectively. The perceived advantage of this approach is to expect
success, designing the program to deliver the desired results. Figure 16-1 shows the
flow of the process.
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FIGURE 16-1.THE FLOW OF THE PROCESS

Define Develop Stretch Involve All Plan for
Success Obijectives Stakeholders Results

4. Impact objectives

Present
Define 3. Application objectives
success at objectives stakt:hzlllders Plan for the
the impact —} —} . —} evaluation
level 2. Learning objectives to design for
application
and impact

1. Reaction objectives

DATA COLLECTION

As the program is designed, developed, and implemented, data is collected for four
levels: reaction, learning, application, and impact.

Step 4. Make It Matter: Designing for Input, Reaction, and Learning

A sample of 72 first-level managers was used in the evaluation, representing four groups
of 18. A total of 970 managers were in the first-level management category and would
eventually attend. This program must be important to participants, and several objec-
tives were developed to drive the

. . - TABLE 16-3. REACTION DATA
desired reaction. Participants per-

ceived this program as relevant to Reaction Results

their work and important to their suc- | Relevant to my work 4.2
cess, and left the session with an Important to my success 43
intent to use the competencies with | |ntent to use the competencies with my team 4.1

their team. Table 16-3 shows the  Based on a five-point scale.
reaction data.

For learning, it was important for participants to measure (or assess) improvement
in their capability on each of the six competencies. Learning was measured on a pre-

and post-self-assessment survey, TABLE 16-4. LEARNING DATA
using a 10-point scale, and the

results in Table 16-4 show improve- Learning Results (Pre- and Post-Improvements)
ments in each key competency 1. Communicate values and beliefs 48%
area and an average of 56 percent. 2. Focus on key values through actions 57%
The good news at this point is that 3. Build collaboration, teamwork, and trust 42%
participants see value in the pro- 4. Strengthen others” abilities to excel 69%
grams and have enhanced their | - Inspire others to share a common vision 53%
leadership competencies. 6. Recognize the accomplishments of others 67%

Based on a 10-point scale.
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Step 5. Make It Stick: Designing for Application and Impact
The key to making the program stick is improving the extent of use, frequency of use,
and success with use of the six competencies on the job as measured by a follow-up

questionnaire. With a five-point scale, the
TABLE 16-5. APPLICATION DATA

results are shown in Table 16-5, presenting

averages for the six competencies. Several bar- Application Results
riers were uncovered, with “not enough time” Extent of use 4.3
(23 percent) and “lack of support” (18 percent) Frequency of use 4.5
reported as the top two. Figure 16-2 shows the | Success with use 3.9
barriers and enablers. Based on a five-point scale

FIGURE 16-2. BARRIERS AND ENABLERS

Barriers

Not enough time ‘ 23%

Lack of support ‘ 18%

Doesn't fit our culture ‘ 14%
Other | 10%
Too theoretical 7%

Too complex | 4%

J

Enablers

Good support from manager 48%

Tools and application support 32%

Structure and discipline ‘ 18%
It's needed | 9%
Other 8%

Of the 72 managers in the sample, 62 provided data on the two impact measures.
The data was included in an action plan, which served as an application tool and a data
collection method. Four of the 62 managers reported no improvement in the mea-
sures. Table 16-6 shows an example of an action plan from one participant.

One of the conservative standards for the ROI Methodology addresses missing
data (no data, no improvement). Because 10 managers did not provide action plan
data and four others had no improvements, they were omitted from the analysis (zero
value). The payoff is based on 58 managers, although the costs of all 72 managers
were included.
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ANALYSIS

With the impact data collected, a series of steps are necessary to eventually capture
ROI. These steps must be addressed carefully, with the focus on credibility.

Step 6. Make It Credible: Isolate the Effects of the Program

A critical part of the analysis is isolating the effects of the program using estimation
from the managers. An experimental versus control group approach could not work
because the participants had different outcome measures; therefore, finding compari-
son groups would be almost impossible. Also, trend-line analysis, another useful tech-
nique, would not work because many of the business measures selected were
influenced by other factors.

Estimates from participants is an appropriate method because the estimates are
coming from the managers who understand the measure best (the most credible
source). The estimates were collected in a nonthreatening, unbiased way and are
adjusted for error in the estimates.

For example, the participant in the action plan (Table 16-6) had an improvement
of 2 percent in absenteeism. This is a fact verified by the absenteeism records. Seventy
percent of this fact is attributable to the leadership program. The other 30 percent was
caused by another program. However, the participant was only 80 percent confident of
the 70 percent allocation, representing 20 percent error (100 —80). The 20 percent
error is removed by multiplying by 80 percent. Thus, the adjusted percent of absentee-
ism prevented because of this program is:

2% x70% x80% =1.12%

Step 7. Make It Credible: Convert Data to Monetary Value
A variety of techniques were used to convert data to money. Standard values were
used 24 percent of the time. Standard values are already known to the manager and
accepted by them. At other times, other experts in the organization could provide the
monetary values, and this was used 63 percent of the time. A third option is to esti-
mate the value; that was accomplished for a small number of data, 18 percent of the
time. The total monetary benefit from the program is $538,640. Table 16-7 shows the
analyses for one group of participants with their first measure.
For some action plans, all the data is there to calculate the money values. Others

will require some additional data. An example will help to explain this: Participant 7
in Table 16-7 has 22 employees who will work 240 days total if they never miss a day.
This equals 5,280 days. Based on the data in the table:

The improvement in three months was 2 percent absenteeism.

The improvement in days is 5,280 days x 2% = 105 days.

The monetary value is 105 x $210 =$22,050.

When isolated to the leadership program: $22,050x 70% x 80 % = $12,348.
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Step 8. Make It Credible: Capture Costs of Project

All of the costs were included, direct and indirect, for all 72 participants. The fully
loaded direct costs were $355,370, and the indirect, prorated costs were $9,890, for
a total of $365,260. Table 16-8 shows the costs from the program.

TABLE 16-8. SUMMARY OF FULLY LOADED COSTS

Cost of Item Cost

Needs assessment (prorated over the life of the program) $1,100
Program development (prorated over the life of the program) 4,290
Program materials ($209/participant) 15,048
Travel, meals, and lodging ($1,800/participant) 129,600
Facilitation and coordination ($2,000/day) 32,000
Facilities and refreshments ($700/day) 11,200
Participant salaries (plus benefits) for time and program 121,752
Manager salaries (plus benefits) for time involved in program 40,770
Learning and development overhead (prorated) 4,500
ROl evaluation costs 5,000

Total for 72 participants $365,260

Step 9. Make It Credible: Calculate Return on Investment
With total costs of $365,260 and total monetary benefits of $538,640, the program’s
benefit-cost ratio (BCR) and ROI calculations are as follows:

$538,640
BCR= ——————— =1.47
$365,260

$538,640 — $365,260
ROI (%) = $365.260 x 100=47%

This ROI exceeds the objective of 14 percent. For everyone dollar invested in this
program, the dollar is recovered, and an additional 47 cents is returned.

Step 10. Make It Credible: Identify Intangible Measures

In addition to improving the two measures each participant selected, intangibles were
delivered by the program as well. The intangibles were connected to the program
based on the responses to a brief questionnaire from the participants. The participants
were asked about the extent of influence of this program on the intangible. On a five-
point scale, where 1 is no influence and 5 is very significant influence, participants had
to rate an item at least a 3 to be considered to have an influence. In addition, at least



298

Chapter 16

20 percent had to rate it a 3 or higher to make the intangible list. Three made the list:
improved employee engagement, improved job satisfaction of managers, and reduced
stress for the managers.

USE THE RESULTS

With results in hand, two final steps must be taken to make decisions about the pro-
gram and convince executives that leadership development is an investment.

Step 11. Tell the Story: Communicating Results to Key Stakeholders

The results were shared with all the participants (first-level managers), the managers
of the participants (department managers), and the entire executive team. A briefing
was conducted with the senior executives, so they could understand the process and
methodology as well as the results. A one-page summary was also provided to these
executives. Figure 16-3 presents the one-page summary of this ROI evaluation. The
results were also shared with the entire leadership development team.

Step 12. Optimize Results: Using Black Box Thinking to Increase Funding
This evaluation was conducted on the first four groups of participants, and the results
were impressive. Some adjustments were made to make the program more successful
going forward, focusing on process improvement. At the same time, the study pro-
vided evidence that the leadership development program is delivering a positive return
on investment, planting in the minds of top executives that leadership development is
an investment and not a cost. This will help to sustain the program and will help
executives resist the temptation to discontinue it in the future.

QUESTIONS FOR DISCUSSION
1. What are the strengths of this case?
Assess the methods of data collection.
Assess the methods of isolating the effects of the program.
Assess the methods of converting data to money.
How could this study be improved?

ok
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FIGURE 16-3. ONE-PAGE SUMMARY

Leadership Development: Precision Manufacturing

The Leadership Challenge

Four-day workshop with action plans and support tools

Target:
First-Level Managers 970

Each participant selects two key performance indicators to improve using Sample 72

the competencies with their team.

(18 managers, 4 groups)

Reaction: Objectives Met Learning Objectives Met

Pre- and Post-Improvements

Other | 10%

Method of Converting
Data to Money

Impact Objectives:
Two Objectives for Each Participant

Quality
29%

Costs

Direct: $355,370
Indirect, Prorated: $99,890 Engagement
Total: $365,260

Satisfaction

BCR = 1.47 ROI = 47% Stress

Relevance v
Important v 1. Communicate values and beliefs 48%
Intent to use 4
2. Focus on key values through actions 57%
Application Objectives on a 5-Point Scale
Extent of use 13 3. Build collaboration teamwork and trust 42%
Frequency of use 4.5 L
- 4. Strengthen others’ abilities to excel 69%
Success with use 3.9
i 5. Inspire others to share a common vision | 53%
Barriers
Not enough time 23% 6. Recognize the accomplishments of others | 67%
Lack of support | 18%
Doesn't fit 14%

Total Monetary Benefits = $538,640

Methods of Isolation: Participant Allocation, Adjusted for Error
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