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I
’ve spent most of my professional
career in Silicon Valley. And today,
the talent landscape feels a lot like it
did during the dot-com boom of the

late 1990’s when we couldn’t find
enough technical people to interview, let
alone hire.

Almost 15 years later, the war for talent
is just as intense. When you add the
need to innovate, to make strategic
acquisitions, and to reorganise teams to
respond to changing market needs,
leaders have a whirlwind of priorities
competing for their attention. Are they as
concerned about attracting and retaining
employees? Absolutely. Do they believe
career intervention programs could help?
Probably. But, with the speed at which
they are making decisions, they need to
quickly understand the return on
investment (ROI).

Specifically: 

❚ How will these offerings make a
difference? and

❚ What return will the company get on
their investment?

It may seem challenging to measure
ROI but I’ve found some straightforward
approaches to take based on skills I
learned as an executive in the software
industry, where we used metrics to
measure the impact of just about
everything we did. So to calculate and
communicate ROI, I follow these steps:

IDENTIFY THE BUSINESS PROBLEM
Many of the companies I advise want to
retain their technical talent, reducing the
turnover of this highly-sought after
demographic. Other business problems
might be improving employee
engagement, retraining to meet new
requirements, or increasing internal
promotion rates.

SIMPLIFY THE PROBLEM
Instead of measuring the full impact of
the program, recast it in simpler terms.

For example, what is the ROI for this
program:

❚ If it helps retain just one person? 

❚ If, because of skill retraining, it keeps
one employee from being retrenched? 

❚ If it eliminates the recruiting cost for
hiring one senior manager?

MEASURE THE COST
Cost of retention: While retaining an
employee doesn’t have specific costs,
replacing that employee does. I found
estimates reporting that it costs from
50% to 250% of a person’s salary to
replace them1. To be conservative and
more believable, I recommend using
50%. Multiply it by the average salary
for your industry to calculate the cost of
replacing an employee. For example, if
the average salary is $60,000, the cost
to replace an employee can be
estimated at $30,000. 

Cost of retraining: For a program that
teaches new skills to employees, I exam
the savings associated with not
eliminating their position. If a retrenched
employee would be entitled to 8 weeks
of pay, and the average salary is
$60,000, then the cost of eliminating a
position can be estimated at about
$9,000. (Annual salary / 52 weeks in a
year * 8 weeks)

Cost of recruiting: By promoting from
within, an organisation will save on
recruiting costs. Let’s estimate that a
recruiter charges 20% of the salary of a
candidate they place, and that the target
salary for a senior manager is $100,000.
The cost of recruiting a new senior
manager can be estimated at $20,000. 

CALCULATE THE ROI
Divide the cost of the simplified problem
by the cost of the program. For
example, let’s look at a $2500 career
intervention program to help retain
employees. Divide the cost of replacing
one employee ($30,000) by the program

fee ($2500), and the ROI would be
$30,000/$2500, or 12:1.

COMPARE THE ROI TO OTHER
INITIATIVES
Ask the decision maker about the ROI
they’ve seen for other career
development programs. Or, find
published examples for peer companies.
Assuming your ROI is comparable or
better, this data will showcase the
impact the program can have. For
example, I found that US-based Sodexo
measured reduced turnover and
increased productivity to assess a
mentoring program. In 2007, they
reported a 2:1 ROI2. If I can provide a
mentoring program with a 12:1 ROI, my
program will provide better returns.

PITCH THE ROI TO DECISION MAKERS
Pull your ROI information into a brief
statement to use in a proposal or
presentation. For example, “By
spending $2500, you can save $30,000,
assuming the career development
program retains just one employee this
year. It’s a 12:1 ROI, which is better
than comparable programs.” Or, “By
spending $1000 to retrain an employee,
you will save on average $9,000 in
severance pay. It’s a 9:1 ROI.”

ROI metrics grab the attention of
decision makers. I’ve used this 
approach with my career development
workshops, and it resonates with 
my clients. I hope it brings you 
similar success!
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