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The Business Case for Leadership Development 
 

It is always a challenge to invest in developing your people.  Business leaders ask, will the training be 

worth it?  Will it have the desired impact on the bottom line?  This white paper presents the business 

case for developing your people.  In the old days, employer/employee contract would guarantee a job 

for life and in return the employee would give loyalty.   Not so anymore.  Employers have entered a new 

contract with their employees “To ensure they remain employable by developing their skills”.  In turn 

this investment in people builds loyalty and delivers great returns.  The following white paper presents 

some ideas about how developing your people deliver real result to the bottom line and more that pays 

for itself.  

1. Developing leaders reduces turnover 
There is a famous quote “People join companies but leave managers”.  My experience over the years 

tells me that is very true.  I have witnessed new recruits arrive full of energy and ready to conquer the 

world.  However, having an unskilled manager, these new energized employs begin to show signs of 

stress.  This often results in employees leaving for what they perceive as greener pastures.  The cost of 

this turnover is quite high – some have noted as high as factor of two (2) times the annual salary. 

Turnover costs include: 

• Lost productivity during the notice period which is typically 2 weeks to 1-month notice.  

• Vacancy costs.  This is the amount of time taken to fill the position.  Included here are the 

additional pressures on the manager and staff as they put in overtime, work extra shifts and 

struggle to meet the day-to-day demands of clients (internal) and customers (external) 

• Recruitment costs.  Everything from new job postings, screening resumes, advertising, 

interviewing candidates, and reference checking. 

• Orientation and Training costs.  Calculate how long it takes a new employee to reach full 

productivity.  In my experience the new employee needs to go through a complete business 

cycle.  Anywhere from 3 to 6 months to get fully up to speed.  

The industry standard for calculating the turnover cost for technical and professional positions is a factor 

1.5 times the salary.  For a company of 200 staff with an average salary of $70,000 and a turnover rate 

of 10% a total of 20 employees the cost of this using only a factor of one (1) is a staggering 1.4 million.  

Even if you reduce the cost of turnover to .5, the cost is still a whopping $700,000.  One thing we know 

for sure is that employee turn over is costly.  A reduction a reduction of turnover 20% using a factor of .5 

would yield saving of $140,000 to the bottom line.  

2. Development Leaders increases employee engagement 
There is a strong link between long-team profitability and engaged employees. Study after study 
revealed the importance of having an engaged workforce.  The Conference Board defines employee 
engagement as follows: 
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“Employee engagement is a heightened emotional and intellectual connection that an employee has for 

his/her job, organization, manager, or co-workers that, in turn, influences him/her to apply additional 

discretionary effort to his/her work.”   

 

A major determining factor of engagement is effective leadership and management practices.  The more 
skilled the leader the better the results.  A 20% increase in engagement may result in a co-related 
increase in productivity.  While harder to quantify one can expect great returns from an engaged 
workforce.  An organization could easily see a corresponding increase on the bottom line.  What we do 
know is that companies with highly engaged workforces out perform those that do not.   The chart 
below shows the link between management and long-term profitability.  
 

 

 

 

 

 

 

Values Based Leadership – a program that delivers results 
LeadingCulture recently conducted a study to determine the impacts of our Values Based Leadership 

Program. The intent of the research was to hear first-hand from the program graduates what impact the 

program had, if any.   The research examined how the newly acquired skills contributed to engagement 

and bottom line results. The outcomes were astounding.   Fully 90% of the respondents reported that 

their newly acquired leadership skills lead to significantly improved employee engagement within their 

business units and in turn productivity.  Asked which skills deliver results they reported the following.  

  

Skill Improvement Competency addressed 

Communication 90% Build enduring relationships 

Coaching for performance 90% Personal Leadership 

Providing effective feedback 80% Personal Leadership 

Dealing with difficult conversations 70% Build enduring relationships 

Goal setting 90% Shape the Future 

Teamwork  95% Energized the Team 

Quality 80% Deliver Results 

Managing change 90% Leading Change 

Delivering business results 80% Deliver Results 

Make decisions 90% Energize the Team 

Problem Solving 85% Energize the Team 

Appreciating Diversity 90% Energize the Team  

Effective 
Management 

Practices 
Drive

Employee 
Satisfaction

Drive
Customer 

Satisfaction
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Long-term 
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and Growth

Figure 2: Value-Profit Chain 
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Benefits of Developing People 
 

In his book, “The Managers Pocket Guide to Training, (2006), Doyly highlights builds a strong case for 

development your people.   

Training increases retention.  Having a sound training program in place is a great retention tool. 
Employees who are being trained and developed are much less likely to leave than those who are not. 
During a leadership-development course I was running for a client company, one of the participants said 
to me, “I just feel so special being part of this program. It makes me feel appreciated.” Don’t 
underestimate the importance of retention: If employees stay longer, they become more productive as 
they gain more experience, and this saves the company money because it doesn’t have to pay 
recruitment and training costs of hiring a new employee. (These costs can be as much as 2 to 3 times an 
employee’s annual salary!) 

Training improves morale.  Training leads to enhanced morale if it is done well and correctly. It also 
boosts self-esteem and confidence. As Wal-Mart founder Sam Walton once said, “Outstanding leaders 
go out of the way to boost the self-esteem of their personnel. If people believe in themselves, it’s 
amazing what they can accomplish.” I have worked with hundreds of people (maybe even thousands), 
and I have seen first-hand the transformational power (both as a facilitator and student) of training. 

Training drives productivity.  Productivity is greatly enhanced with training. If you are taking your luxury 
car to the shop for repairs, don’t you want someone who is well trained doing the work? If you are 
having brain surgery, wouldn’t you want it done by someone who is well trained? I am amazed at the 
number of times I am in a restaurant or in a store or on the phone and the person I am dealing with 
says, “Uhh … I don’t know how to do that—let me check with my manager.” Training helps employees 
understand the how, what, where, when, and why of their job. When they have that, they can work 
faster and with more efficiency. 

Training saves money.  It has been estimated that in the United States alone, errors cost millions every 
year. If that is the case, then literally thousands of dollars might be saved in your organization if people 
are trained well. Many managers say, “Well, that training is kind of expensive. I don’t know if we should 
spend that kind of money on training.” Many client companies I have worked with can’t afford not to 
spend money on training, yet they have a hard time identifying the return on investment should they 
institute the training (more on that later). 

Training builds a sense of “team.”  We are all so busy and so stretched today in corporate America. 
Everyone is in a big hurry, traveling and working and going in all different directions. Often teams don’t 
feel like teams at all, but rather a disparate group of individuals who simply work in the same 
department. Training delivers knowledge and skills, but also helps create that feeling of “team” through 
the sharing of a common experience. 

Training builds “bench strength.”  I talk to many clients who have not addressed the issue of succession 
planning and making sure that the right people are in place should someone leave the organization. 
Training can help you build bench strength so that when positions need to be filled, they can be filled 
from within. 
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Training makes hiring easier.  Let’s think this one through. You are talking to two different companies 
about possibly working for them. One company tells you that it is committed to employee development, 
and that you will have training to help you grow and develop. At the next company, no one mentions 
training at all, and when you ask about it, they stutter and say, “Well, we can pay for outside training if 
you want to go to that kind of thing.” So here is the big question: Which answer is more impressive? The 
answer is obvious. I have worked for companies where some departments did training and others didn’t. 
The word traveled fast; most people wanted to work for the department that provided them training. 
Training is an effective way to attract superior candidates and make your company or department the 
“employer of choice.” An individual who wants to grow and develop is the kind of employee every 
leader wants. 

Training saves time.  When employees are well trained, it saves time because there is less confusion and 
less redundancy. If an employee knows how to do their job and has had the training, then they are much 
less likely to have to ask for direction and support from the manager. They will have an increased level 
of self-sufficiency. 

Training increases confidence.  George Herbert, 17th century English poet, once said, “Skill and 
confidence are an unconquered army.” When employees get training that they need, and their skills 
improve, their performance is enhanced. This leads to employees who have a high level of confidence 
because they know they are competent. I once sat in the lobby of a large chain hotel waiting for my ride 
to the airport when I found myself staring at the desk clerk. This young man, who was no more than 22 
years old, performed his tasks not just well, but brilliantly. I watched him handle each guest with 
enthusiasm, knowledge, competence, and confidence. He radiated a positive attitude. It was clear to me 
that part of the reason was simple—he knew what he was doing. 

Trained employees represent the company well.  Each time an employee interacts with a customer, a 
vendor, or a supplier, he or she is representing the company. To the customer, the employee is the 
company; they become the face of the company. The better the training, the better they represent the 
company in a positive light. 

The customer gets better service.  Customers get better, more-efficient service when they are being 
helped by a well-trained employee. I once ordered something at a deli and found out after the fact that 
they didn’t take credit cards. When I voiced some displeasure with this policy, the reply was, “We don’t 
take credit cards because it slows us down.” If the employee had been trained in how to handle these 
kinds of complaints, it probably wouldn’t have bothered me, but the answer was all about them and not 
about pleasing the customer. 

The customer saves time.  When I go into a business and the employee helps me find what I need, and I 
can get out of there quickly, I am very happy with my experience. The same thing applies on the phone: I 
don’t want to spend my valuable time waiting while an employee fumbles around looking for the 
answer. I recently received a refund from my home state of Pennsylvania that had been delayed for 
more than six months. Every time I called to check on it, I talked to someone who was able to look up 
my record efficiently and tell me what was going on up to that moment. 
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The customer feels good about their experience.  Customers who come in contact with well-trained 
employees leave the business (literally or virtually) feeling good about the experience. Because they feel 
good about the experience, they come back and tell their friends about the organization. 

(Doyle, 2006) 
Doyle, S. (2006). The Managers's Pocket Guide to Training: eBook  

 

mailto:mark.fulton@leadingculture.ca
http://www.leadingculture.ca/

