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EXECUTIVE SUMMARY

The role of mentoring and coaching initiatives to
fix talent management problems gained popularity
beginning in the early 1990s. For most organiza-
tions, both approaches were originally "one-offs"
established to deal with specific problems as they
arose. Coaching programs were normally created to
improve job performance. Mentoring, in contrast,
was often used as a tool to increase diversity in the
management and leadership of an organization -
for example, mentoring high potential women as a
way to help them "break through the glass ceiling,"
explains Merrill Anderson, CEO of MetrixGlobal
IBLC.

There are considerable differences in how coaching
and mentoring is defined by various organizations.
Anderson prefers to define coaching as,
“Translation of insight into meaningful action in
order to realize potential.” "Sharing experiences
and information to enable greater professional suc-
cess," is how he defines mentoring. While coaching
and mentoring are distinct programs, there is con-
siderable overlap in the way organizations use
them. The reality, as Anderson stresses, is that,
“The best coaches mentor and the best mentors

coach."

In a May 18, 2007 webcast conducted through the
Human Capital Institute, Anderson discussed how
to measure the success of an organization's coach-
ing or mentoring initiatives. In particular, he dis-
cussed the differences between measuring tangi-
bles, such as costs and revenues, and intangibles
like improved teamwork and communication.
Most importantly, he discussed how to link meas-
ures of the program's success to business strategy

and values. This is key, both as a way to show how

the program is helping the organization move for-
ward, and as a way of developing a case for financial
and logistic support of the program within the

organization.

Anderson's presentation began with an introduc-
tion to the logic behind aligning coaching and
mentoring outcomes to business strategy. He then
moved to a case study showing how to demonstrate
the intangible and tangible impact of coaching and
mentoring. This paper focuses on how to measure
the value of a coaching or mentoring program, in
order to show if, and by how much, they are help-

ing organizations increase business values.

THE LOGIC OF MEASURING COACHING
AND MENTORING SUCCESS

The practices of coaching and mentoring started as
ways to solve specific talent management problems.
However, over time they have evolved to the point
where they are now viewed as two potential strate-
gic initiatives that organizations use to increase
business value. For people involved in human cap-
ital management, it is no longer enough to be an
expert in the traditional HR functions. They must
also become experts in the business goals and
strategies of the organization. Leslie Rapp,
Vice MENTTIUM

Corporation believes that far too many people

Program President,
involved with coaching and mentoring programs
"are mistaken about not realizing the importance of
articulating [the programs'] business goals and
drivers and linking the programs with the ROI
upfront." And, as with other business initiatives,
developing this link between coaching and mentor-
ing programs and business goals and ROI means
that it is necessary to measure the programs' suc-
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The importance of measuring the link between
coaching and mentoring and value is complicated
by the fact that, "Delivering value is not sufficient;
we must be perceived as delivering value," explains
Anderson. What this means is that coaching and
mentoring must not only help achieve business
goals, they must do so in a way that will meet sen-
ior leader expectations. The all too common prob-
lem is that these senior leaders tend to judge the
success of a program either by gut feel or through a
bottom line, "show me the money" attitude. The
first approach makes it difficult for program not
commonly perceived as linked to business values,
such as coaching and mentoring, to be appreciated.
The second approach means that the success of
these programs must be shown to positively affect
the financial bottom line - difficult when many of
the most important values of coaching and mentor-
ing are intangible factors, such as improvement in
communication and teamwork. The result is that it
is critical to be able to measure the tangible values
(increased revenues, decreased costs) when they
are available - for the purpose of determining the
monetary value of coaching and mentoring pro-

grams.

According to Anderson, there is a logic behind
determining the monetary value of these programs
that is developed by asking and answering four
questions:

1. What intangible and tangible business outcomes
were expected?

2. How did participants apply what they gained
from the initiative to impact these outcomes?

3. What impact did these actions have?

4. How can this impact be translated into monetary

value?

Items 1 - 3 can be assessed through surveys of those

who developed, ran, and participated in the pro-
grams. However, item 4 is different. "Translating
tangible value into monetary terms is like language
While the first

three items involves more traditional HR thinking,

translation," Anderson explains.

translating results into monetary values requires
people to put on their "business hats" to go along
with their talent management knowledge, stresses
Anderson. Figure 1 shows the key elements to
building a logic to demonstrate business value. The
program's outcome may be seen as changes in out-
put, such as increased manufactured units or sales.
The outcome can also be improved quality of prod-
ucts or services, or a reduction in cost or time to
produce those products or services. All of this out-
come data can be converted into quantifiable meas-
ures - number of units, revenue, or percent change
in the number of hours required to produce a given
amount of work. The final step is to convert these
measures into one of two types of benefits: cash or
capacity. Cash, as measured on an organization's
income statement, and capacity (changes in pro-
ductivity) are both important. However, "capacity
normally shows up on a balance sheet as an intan-
gible and not on the cash flow statement," accord-

ing to Anderson.

And, according to an interactive poll conducted
during the May 18, 2007 webcast, most organiza-
tions have a long way to go to effectively measure
the business value of coaching or mentoring pro-
grams. Participants were asked, "How effective is
your organization in evaluating the business impact
of coaching?" Sixty-six percent of respondents
answered "not effective,” 32% said "moderately
and 0%

Mentoring programs did not fare any better - 81%

effective," replied "very effective."

of respondents believe that their organization was

"not effective” when it came to evaluating the busi-
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ness impact of coaching?" Sixty-six percent of
respondents answered "not effective,” 32% said
“moderately effective,” and 0% replied "very effec-
tive." Mentoring programs did not fare any better
- 81% of respondents believe that their organization
was "not effective” when it came to evaluating the
business impact of mentoring. The results show
that most of those involved in coaching or mentor-
ing programs "are just not talking the language of
business," stresses Anderson. Clearly, there is much

work to be done!

CASE STUDY: THE ROI FOR A LEADERSHIP
COACHING INITIATIVE

In the second part of the HCI webcast, Anderson
presented a case study of how one organization in
the UK, Coaching in Partnership, LTD, went about

measuring the effectiveness of their leadership

Figure 1

coaching initiative in increasing the organization's
ROL

"An organization that has made significant strides

Coaching in Partnership is an example of

in closing the gap [in linking coaching and mentor-
ing to business values] and communicating the suc-
cess to business leaders," explains Anderson. Their
comprehensive program included both coaching
and mentoring of high potential managers with the
goal of increasing their performance to a point
where they could be effectively deployed as part of
the company's growth. "Effectively” means increas-
ing the ROI - the ultimate measure of coaching and

mentoring program success.

Anderson's company, MetrixGlobal, worked with
Coaching in Partnership to measure the success of
the initial pilot program that, if successful, would
be expanded to other parts of the company. The

outcome expectations for the programs were that
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managers' abilities to coach, communicate, collabo-
rate, and lead higher performing teams would be
improved. To assess the program, participants
(both coach/mentor and those being coached or
mentored) were surveyed to find out:

1. How they applied what they learned?

2. How they documented tangible and intangible

values?

Survey participants (those who were coached/men-
tored in the program) responded with many exam-
ples showing how they applied the learning to their
performance. According to Anderson, "everyone
in the study was able to make significant changes in
their behavior and see significant changes in oth-
ers." One participant summed up the view of many
by stating, "I use coaching with each of my direct
reports, treating each one differently based on their

needs, getting increased commitment and engage-

ment." More generally, the surveys showed:

- Teams are more engaged and bring more
enthusiasm to their roles.

- Increased ability to influence and solve
problems.

Increased focus on priorities and aligning

people to these priorities.

Figure 2 shows the results of MetrixGlobal's survey
of participants on their views of how the program
impacted various intangible measures of perform-
ance. Participants was asked, after completing the
program and having time to apply what they
learned to their work, if the factors at the bottom of
the graph had "no impact,” "some impact," or "sig-
nificant impact." The largest gain was in "improved
ability to coach and develop others,” in which
approximately 65% of participants thought that

there had been "significant impact” on their abili-
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ties and 100% thought that there had been some

impact. In the "improved work/life balance"
response, the survey found that many participants
transferred what they learned about working with-
in a group to their family life - to the benefit of the
participant and the family! Anderson also explains
that the low impact of the program on "greater self-
confidence" is misleading - most participants start-
ed the program with high self-confidence, a finding
that Anderson says, "was a remarkable finding by

itself."

Other critical intangibles that were measured
included the impact of the program on communi-
cation, collaboration, and teamwork (see Figures 3
& 4).

with peers, and relationship (i.e., working) with

Improved decision-making, collaboration

others showed the largest gain among those believ-
ing that the program had created some impact -

with 100% of participants believing that the pro-

Also,

more participants believed that there had been sig-

gram had impacted them to some degree.

nificant impact on performance management
(nearly 60%) than for any of the other factors. The
survey included many written comments that elab-
orate upon the results - including observations by
participants that the effectiveness of their perform-
ance increased because the coaching helped them
fine focus on important details, set proper priori-
ties, and better align their performance with the

organization's business strategy.

The results in Figure 5 involve the intangible
impacts of the program that are often the most
important results of any coaching or mentoring
program - but are also usually difficult, if not
impossible, to convert into monetary value. Figure
5 shows that there were also important tangible
impacts of the programs - impacts that are more

easily quantifiable in an organization's financial
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Figure 4

Impact on Communication,
Collaboration and Team
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bottom line. "A significant impact of approximate-
ly 20% is correlated to financial value,” explains
Anderson.  Given that, the greater than 20%
response of "significant impact” on personal pro-
ductivity shows a link between productivity and
business value. However, how much of this
increase is directly related to the coaching program
and how can this be converted into a monetary

value?

Productivity can increase for many reasons unrelat-
ed to coaching or mentoring programs. The key to
showing the business value of the program is to iso-
late its effects from those of other programs or fac-
tors that can also increase productivity. To do this,
MetrixGlobal asked those participants who
believed that the program had a significant impact
on their personal productivity (see Figure 5) addi-
tional questions to convert the impact to monetary
benefits. As Anderson explains, this "evaluation
methodology provides a platform for people to tell
their stories." These stories provide the numbers
necessary to evaluate the program. Isolating the
effects of coaching was accomplished by asking the
participants to:

- Estimate the contribution of coaching, on a per-
centage basis, to produce the benefits, and

- Estimate their degree of confidence, also on a

percentage basis.

These percentages were then multiplied by the eas-
ily measurable monetary benefits of the program
(the increased revenue resulting from increased
productivity) to produce the final qualified mone-
tary benefits that were gained solely from this pro-
gram. For example, one participant noted that he
was able to effectively use coaching techniques to
increase his personal productivity as a manager by

building more rapport and increasing the commit-

ment of his team members. He quantified this by
estimating that his eight supervisees gained, on
average, six hours of work time per week, that 75%
of this gain was directly due to coaching, and that

he was 50% confident in the estimate, or:

6 hours of time gained X

48 work weeks per year X

30 pounds per hour (average pay for supervisees) X
8 supervisees X

75% X 50%

= 26,000 pounds in monetary benefit gained in one

year from the coaching of this one supervisor.

Once all the benefits that are directly due to the
program are calculated and added together, shown
above, the ROI of the entire program can be deter-
mined. In this case, there were 192,848 pounds in
total benefits derived from a pilot program that cost
77,000 pounds to implement - with ROI =
[(192,848 - 77,000)/77,000] X 100 = 150%. This
ROl is for the first year only. The productivity ben-
efits are likely to be sustained for multiple years as
the coached individuals continue to apply what
they learned. However, most, of the cost of the pro-
gram will be realized in the first year (when the
individual was actually coached) - resulting in a
dramatic increase in ROI for the second year and
beyond. ROI for the Coaching in Partnership study
was based only on the subjective opinions of the
participants. However, as Anderson explains,
organizations can also validate these results

through the use of objective business data.

The ability to document such a high ROI is impor-
tant for, as Anderson stresses, every business has a
"hurdle rate" for making investments. For most
organizations, the hurdle rate to invest in new HR

programs is higher than with other aspects of busi-




business - because it often harder to convince busi-
ness leaders of the business value of human capital
management initiatives. Therefore, to make the
business case for implementing a coaching or men-
toring program, it is critical to be able to show the
extremely high ROI that can result. By being able
to calculate the monetary value and ROI of a coach-
ing or mentoring program, HR can then "speak the
language of business," to the organizations' leaders.
This includes being able to set an overall business
objective for the program that the business leaders
will understand. For example, instead of simply
saying that productivity will go up, you can show
how the program will increase revenue from mar-
kets that are underutilized by giving regional sales
managers the skills needed to increase revenue.
Speaking the language of business also means being
able to quantify the costs of not investing in coach-
ing or mentoring - costs in lower revenues, as well
as increased attrition rates. Gaining the support of
managers and leaders for a coaching or mentoring
program will have a positive feedback effect - when
programs have the active support of senior leaders,
they tend to be more successful and more success-
ful programs are more likely to gain even more sup-

port of leaders and managers!

Finally, as Anderson explains, it is important to
remember that coaching and mentoring are just
two parts of the overall talent management strategy.
This overall strategy must cope with dramatic shifts
in workforce demographics and business strategy.
This includes the global growth of many organiza-
tions that is coupled with an increased need for tal-
ented leaders. Coaching and mentoring are impor-
tant processes to deal with this by increasing the
number of ready-now talent within an organization
- people ready for promotion or assignment to key

positions. However, to successfully carry out the

strategic goals of talent management, HR must
begin to think like investors. They need to consid-
er how the money put into coaching and mentoring
initiatives will show up as a positive ROI on the

organization's income statement.

CONCLUSION

There is considerable overlap between coaching
and mentoring programs but, as Betty Flasch,
Global HR Professional,

explains, "business leaders don't care about the dif-

Flasch Consulting

ferences if there is a program that shows value."
This paper outlines the logic behind determining
the monetary value and, ultimately, the ROI for
While the

intangibles benefits of such programs are often the

coaching and mentoring programs.

most important results, it is often not possible to
effectively put these into financial terms. However,
by translating the tangible benefits achieved
through the program into monetary value and
improved ROI, proponents will be able to make the
business case to leadership on the value that the

program will create for the organization.

Merrill Anderson exemplified this approach
through a case study of a pilot program in the UK.
While most of the benefits obtained through this
program were intangibles, simply converting one
significant tangible benefit (personal productivity)
into monetary value showed the that ROI of the
program, in its first year, was 150%. This is the type
of quantifiable result that will allow HR to speak "in
the language of business” and increase their ability

to be involved in their organization's business strat-

egy.

For those interested in exploring the topic of how to

measure the value of coaching and mentoring ini-
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