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EXECUTIVE SUMMARY  

Initial Question: 

What is the return on investment for having resources dedicated to workforce analytics? In other words, what 
benefits and cost-savings can our organization expect in exchange for hiring these resources? 

 

Clarification of the Question: 

After the informational interview, we narrowed our focus to the following questions. 1) How much does an HR 
analytics resource cost? Specifically, what is the expected salary of a single analytics hire? 2) What kind of benefit 
(in dollars) would the organization realize from hiring that resource? 

 

Introduction: 

According to a 2010 HBR article, leading-edge companies are increasingly utilizing sophisticated techniques to 
analyze their employees and improve their competitive advantage.1 An IBM survey found that 60% of 
organizations that do not have workforce analytics applications in place intend on developing such capabilities in 
the next 1 to 5 years.2 John Boudreau, a distinguished HR academic, has advocated that HR measurement extend 
beyond its traditional focus on the HR function and increase its capability to support key decisions about human 
capital that drive organizational performance.3 The key takeaways here are that benchmark companies have 
implemented or are in the process of developing analytics capabilities and are transforming HR into a decision 
science.  

 

Investing in Analytics - Costs of Analytics Hires: 

Successfully creating an analytics capability requires high-quality data, an enterprise orientation towards analytics, 
leadership buy-in, strategic targets, and analytic talent, all collapsed into the acronym DELTA by Davenport et al.1 
Of those, analytic talent is arguably the most costly, both in terms of their salary and their limited supply in the 
talent pool. In 2012, HBR dubbed data scientists the “sexiest job of the 21st century” because companies are all 
rushing to capitalize on the potential of big data, but are facing talent scarcity issues.4  

 

The requisite talent for workforce analytics has expertise in quantitative analysis, psychometrics, human resource 
management systems and processes, and employment law. Industrial-organizational psychologists possess this 
skillset and can be directly hired into the organization. Workforce intelligence analysts and senior specialists of 



workforce analytics are other job positions with similar skillsets that companies such as McKesson, Direct TV, and 
Merck have sought to recruit. Statisticians possess the analytical background and can add value if they collaborate 
with and are guided by HR professionals within the organization. Alternatives to hiring full-time talent include 
working with HR academics, consultants, or commercial vendors on specific projects. Listed below are the specific 
salary data we found in our research.  

  

Occupation 

Source 

Bureau of Labor Statistics (2010) 
O’NET (2011) 

Median Salary 
Mean Salary  

Across Industries 

Mean Salary  

Management Consulting Services 

Industrial 
Organizational 
Psychologist 

$124,160 $163,080 $94,720 

Statistician $77,280 $77,120 $73,880 

 

 

 

  



ERI: Total Compensation (United States Average - January 1, 2013) 

 

Industrial Organizational Psychologist 

Years Of Experience        10th Percentile            Survey Mean                90th Percentile           

26 $95,974 $115,658 $138,019 

13 $79,909 $96,340 $114,917 

1 $48,613 $58,707 $69,910 

Statistician 

Years Of Experience        10th Percentile            Survey Mean                90th Percentile           

20 $79,140 $95,415 $113,811 

10 $66,095 $79,729 $95,051 

1 $47,771 $57,694 $68,699 

 

Investing in Analytics - Benefits: 

A 2012 MIT study of 179 large, publicly traded firms found that firms that use data-driven decision-making have 5-
6% higher productivity and output than what would be expected given other investments.5 Such decision making is 
also associated with significantly higher profitability and market value. A 2010 study found that organizations using 
analytics to differentiate themselves within their industry are twice as likely to be top performers versus low 
performers.5 

 

Because it is difficult to highlight specific benefits for this company, we showcase a range of organizations that 
have utilized analytics to their advantage in the following paragraphs. Most reaped benefits through sizeable 
investments in talent and strong leadership buy-in. As this company embarks on analytically driven HR initiatives, it 
should identify those initial projects that can be managed by a single individual and with data already collected, 
although not necessarily integrated.  

 

At Best Buy, a 0.1% increase in engagement in a particular store equates to more than $100,000 in store operating 
income.1 At AT&T, they found traditional selection practices were not backed by data: they discovered that ability 
to take initiative is much better predictor of on-the-job performance than high academic grades from reputable 
universities.1 An initiative at Google, Project Oxygen, was undertaken to identify the attributes of successful 
managers. Through analysis of employee surveys, performance management scores, and interviews with highly 
rated and lowly rated managers, Google was able to identify 8 behaviors of good managers and 5 behaviors all 



managers should avoid. The behaviors were counter-intuitive and could have only been unearthed via analytics.1 

 

At Sysco, HR began tracking employee satisfaction, productivity, and retention. After analysis, the company 
discovered that units with highly satisfied employees have higher revenues, lower costs, better customer loyalty, 
and higher retention.  To keep satisfaction high, Sysco measures 7 dimensions of the work environment and when 
numbers dip below targets, an intervention is implemented. Sysco was able to improve the retention rate of 
delivery employees from 65% - 85% within 6 years, which saved the company $50 million in the process.6  

 

Calculating ROI: 

As this company begins building analytics capabilities, it is important to understand how to calculate ROI with the 
most accuracy7. Listed below are a practitioner’s tips.  

1. Zero in on productivity improvements (i.e. increased efficiency, reduced overtime, lower shrinkage gap) in 
dollar amounts. 

2. Include an analysis of improvements on flexibility, transparency, and fairness brought by workforce 
management (i.e. stability in talent pools that reduces cost in staffing and training).  

3. Take credit for analytics guided decisions (i.e. costs saved by revising poor decisions in compensation, 
eliminating a bad performing recruiting source). 

4. Consider the additional costs associated with changes (i.e., implementations of new process). 
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