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What Does the Data Tell Us?
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The Impact of HR on Financial Performance
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A 35% improvement in Human Capital Architecture ñsophisticationò 

is linked to a 10% to 20% gain in market capitalization per 

employee. Related performance effects included:

PwC Global Human Capital Survey (1) $ Change in Market Value per Employee (4)

Human Resources Management Journal (3)

Organizations that ñCrackò the Human Capital Measurement 

Challenge Rapidly Pull Away from the Pack

Companies with a documented HR strategy have 35% 

higher revenuesper employee, 12% lower absenteeism 

and more efficient performance management and reward 

systems. Three-quarters of those firms with a documented 

HR strategy also feel that their performance management 

systems are ñvery effective.ò Companies with lower 

absenteeism have higher profits per employee.

Companies that scored highest against the ñpeople 

scorecardò- earned higher total shareholder returns

than lower scoring companies; top scoring companies had 

an average return of 27% whereas those at the bottom 

earned just 8%.

The People Factor (2)

Sources:

1. PwC, Global Human Capital Survey, 2002.

2. Bilmes, The People Factor (2002).

3. Becker, Huselid, Pickus and Spratt, Human Resources 

Management Journal Vol. 31(1), Spring 1997.

4. Becker and Huselid (1995).

ÅHigher cash flow per employee

ÅHigher sales per employee

ÅLower turnover

HR moves 

from being 

an 

impediment

Adoption 

of

HR best 

practice

Aligned strategic

HR practice
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Workforce Value  vs.  Market Valuation 
Are we managing the right things or what we know how to manage?
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Market Premium

Intangible Book Assets

Tangible Book Assets

21st Century Market Valuation
Market value driven primarily by factors 
not on a balance sheet

Tangible/Intangible Assets
Established asset management tools form
the basis of modern ñFinanceò as a
decision science (DCF, FCF, IRR, WACC, etc) 

Source: Ned Davis Research, Inc., November 2005

Hard to 

Measure

Easy to 

Measure

Standard and Poorôs 

S&P 500 Company Index

*Human Capital

Employee knowledge, training, productivity, experience, leadership, culture, 

development, performance, creativity, etc

Major Focus

Market Premium Value
ñThe Average FORTUNE 500© Company 

makes  a $3 billion annual investment in 

(Human Capital) it canôt measureò
-Hewitt Associates LLC

Minimal Focus

Unmet Need 

<30% of value of Standard & Poorôs 500
index can be explained by tangible & intangible ñbookò assets.

>70% of the S&P 500 Market Value is NOT in Published Financial Statements
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The Analytics Journey 

Where are You?

What questions do we ask or solve?

Searching for reports 

and measures that work

Building standards

Data validation and

quality assurance

Building sustainable processes that drive the 

business and will add value over time

Distributing decision-making

capability: interactive web-

based dashboards

Scorecards and 

Dashboards

Creating actionable

research & analytics

Benchmarking

In-depth analysis

with and modeling

Digging deep into issues identified 

by top management

Moving past ad hoc to 

regular reporting

Integrate data from

multiple sources
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Data, Reporting, Insight, & Analytics

No Central
HRIS

Central HRIS 
(messy data
no standards)

Manual  

Operational 

Reporting

Ad-Hoc Report

Spreadsheet

data/metrics

Data 

Visualization 

(graphs)

Mgmt Reports

looks backward

ñRe-activeò

Business

Insight 

Initial Finding

Root Cause 
Analysis

Integrated 
data analysis

Statistical
Analysis

correlation & 
causation

Insights &  
Research

Drive 
Workforce 
Decisions

High

High

Low Sophistication & Time Required

Hypothesis 
Creation, 
Testing & 
Validation

Metrics

Dashboards

& Scorecards

Predictive 
Analytics
modeling, 

ROI

Initial  ROI $ 
Analytic 
Value

Data Provider
Business 
Enabler

Business 
Partner

Business Driver

Reporting

Analytics

Data/ 

Systems

Ad-Hoc Data

Request

Spreadsheets HRIS +Stds
Transactions,
Classifications

Std, Automated

Operational

Reporting

Issue Based  

HR Mgmt

Reporting
Integrated

Reporting w 

Benchmarks

Integrated 
Data Analysis

Talent Mgmt
Added HR
Systems

Insight 
Visualization 

the right graphs
KPI Metric

Dashboards
& Scorecards

Workforce 
PlanningWorkforce 

Profiling & 
Modeling

Manual SpreadsheetTools & Process

AutomatedTools & ProcessData Accuracy /  Validation Loop
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Using Analytics to Drive Business Strategy

ÁKnowledge is powerful

Á Identify drivers of key workforce issues (retention and turnover)

ÁGain the ability to focus on key segments of the workforce

ÅHigh performers 

ÅCritical Job Families

ÅHighest paid 

ÁTarget hiring practices to get better fit and higher performance

ÅCustomized hiring profiles by unit & position and employee programs

Á Identify the ROI of training and internal mobility

ÁHold management accountable for key workforce metrics
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Common Challenges ðQuantifying Impact

2 3 4 5 61

Centralizing 

Disparate Data 

Sources

Reporting 

Performance Trends

Analyzing Root 

Causes of Workforce 

Problems

Delivering 

Consultative 

Solutions And 

Quantifying Impact

Selecting Measures 

That Align HR And 

Corporate Strategy

Standardizing 

Metrics Definitions & 

Benchmarking

Current State:

ÅOrganizations track 

metrics that donôt 

measure business 

outcomes.

ÅWorkforce measures 

perceived as low-

value.

Current State:

ÅInability to create 

common scorecards 

and reports that can 

cascade into lines of 

business.

ÅNo single version of 

the truth.

ÅNo functional 

benchmarks.

Current State:

ÅWorkforce and 

financial data 

housed across 

multiple systems.

ÅLong cycle time 

from point of data 

demand to delivery 

of strategic insight.

Current State:

ÅHR and line of 

business leaders lack 

tools that enable 

independent 

analysis.

ÅOwnership of all 

workforce issues 

centralized in HR.

Current State:

ÅHR information not 

viewed as 

actionable.

ÅWorkforce data does 

not shape strategic 

planning.

ÅNo consensus view 

on right intervention 

for each situation.

Current State:

ÅWorkforce problems 

go unaddressed and 

grow in size and 

scope.

Required Solution: Required Solution: Required Solution: Required Solution: Required Solution:
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Three Uses of Human Capital Measurement

Success in Driving an HR function with Data Can Come in Many Forms, Through Various Types of Data Usage

For projects or decisions that will 

recur on a regular basis, data 

can be incorporated into the 

decision making process steps.

For projects that do not recur on 

a regular basis, either large or 

small, an end to end analytic 

process can be employed.

Human Capital measurement is also useful 

in developing foundational understanding of 

the workforce and of HRôs impact, to better 

serve as strategic business partners to the 

line on an ongoing basis.

Collect 

Relevant 

Data

Perform 

Analysis

Implement 

and Monitor

Decision/Pol

icy Setting 

Meeting
Define Action Steps

Communication Results

Investigate Hypothesis and 

Form Insight

Outline Hypothesis

Define Scope of Final 

Deliverable

Define Topic for Analysis Workforce Composition 

Employee Preferences 

Employee Behaviors

HR Process 

Characteristics

HR Process 

Outcomes

Recurring 

Projects

Ad Hoc 

Projects
Foundational 

Knowledge 



Critical Success Factors
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Human Capital Analytics

A Powerful Discovery Tool

1. The best source of new hires is 

your current employees employee 

referrals?

2. Commute distance is a key driver 

of turnover?

3. Employee equity awards of ANY 

size increase retention?

4. Industry experience is a KEY 

factor in successful salespeople?

1. Myth: Employeeôs hired from referrals, 

turnover at twice the rate of the best 

new hire source

2. Myth: No correlation, however 

geographic location is a factor

3. True: Highly correlated at the 

company

4. Myth: In some positions studied, 

salespeople with little or no industry 

sales experience outperform 

seasoned people

Truth or Myth ?
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Hallmarks of Successful Analytics Programs

ÁFactors that indicate a successful approach to analytics

ÅFocus on solving business issues more than HR issues. 

ÅFind the talent you need to execute. 

o Establish a center of excellence for data analysis

ÅFocus on the questions rather than answers or available data

ÅAim small; seek out quick wins (define formulas, publishing KPIs, etc)

ÅAcquire and integrate workforce data with business data (financial, 

customer, operations data etc..)

ÅTell a complete story:

o Quantitativewith strong numbers

o Visual with powerful visual charts

o Qualitativewith a story and real world examples from the business 
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ÁStart with a business issue or question

ÁGet sponsorship, ideally from line management

ÁConduct a Hypothesis generation session
Á (Gather available data, meet with sponsors & data owners to ask focused questions)

ÁCollect data from internal and external sources(ETL, aggregate, position, clean)

ï ERP system data

ï Recruiting data, Survey data, Compensation data, etc.

ï Market and Demographic data

ÁSegment the data for key analysis variable

ÁPerform initial data analysis to identify trends and patterns
Á Create analysis charts and test hypotheses

ÁValidate initial findings
Á Go back and address issues, outliers, missing data, unexplained results

ÁPerform statistical validation and test correlations 

Analytics Study Process & Methodology
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Workforce Modeling - How well do you know the Organization

Examples of Workforce Modeling:

Á Quantify relationships for multiple 

dimensions

Å Tenure and productivity

Å Transfers and Turnover

Á NO absolute truths  

Á Just because someone transfers does 

not  mean they wonõt turnover

Á Many long tenured employees continue 

to increase in productivity?



Case Studies in 

Turnover/Retention
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ĈProfessional Staff

ĈSales Staff

ĈManagement

ĈIT Professional Staff

ĈOperations Staff

ĈCustomer Service

ĈSkilled & Semi-Skilled

ĈAnalyst

ĈSpecialist, Sales

ĈProfessional

ĈAuditor

ĈLending Officer

ĈRelationship Mgr

ĈLending Consultant

ĈSr. Analyst

ĈAnalyst

ĈAssociate Analyst

ĈNew Acct Manager

ĈSr. Acct Executive

ĈCustomer Specialist

ĈAccount Executive

Segmenting the Workforce

ĈSr. Analyst- Lead

100s or 1000s of 

Job Titles

25 + Job 

Families

7 Workforce 

Categories
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Correlation Coefficient ( 0-1)

Indicators of Employee Retention
-(%)Negative Correlation with Turnover

Factors Leading to Decreased Turnover

Some 

Turnover 

Impact 

High 

Turnover 

Impact

Low 

Turnover 

Impact

Driver #4

Driver #6

Employees With Stock or Options 
(EEôS with Stock 14% Turnover Rate, EEôs Without Stock 37% Turnover Rate)

Employee Transfer Opportunities

Promotional Opportunities For Sales and Ops Staff
Sales and Operating Staff: -.30

Position of Annual Rate within Salary Range

Above Average Performance (Overall Performance Correlation: -.17)

-(.48)

Driver #3

Driver #5

Driver #3

Driver #2

Driver #1

-(.27)

-(.04)

-(.01)

-(.32)
Employees Hired Temp to Regular
(Largest impact IT Professional and Sales Staff, minimal for Operations or Customer Service )

-(.21)
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Correlation Coefficient ( 0-1)

Drivers of Employee Turnover
+ % Positive Correlation with Turnover

Factors Leading to Increased Turnover

Driver #6

Job Title or Position

Dissatisfaction With Compensation

High vs. Low Turnover Manager

Commute Distance 

Driver #3

Driver #2

Driver #1

.50  (Benchmark: High T/O Mgrs 24.5%, Low T/O Mgrs 23.6%)

.33     (Highest Turnover Work from Home(46%) and CA (43%))

.27     (Highest Turnover Sales (41%) and Ops Staff (45%))

.02 (Highest Turnover Rates Below 4 miles and over 17 Miles) 

Low 

Turnover 

Impact 

High 

Turnover 

Impact

Some 

Turnover 

Impact

.11   (Sales Staff only significant disparity between satisfied and dissatisfied employees)

Work Location

Number of Jobs in Last 3 Years .70

Hired Through Employee Referral .19 (Greatest Impact, IT Professional)

(Strongest Positive Correlation for Operations and Professional Staff, but Negative Correlation for Management)
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1st 2nd 3rd 4th

Commute Distance Quartile

Turnover Operations Staff

Sales Staff

Customer Service

Skilled and Semi-Skilled

IT Professional

Professional Staff

Management

Á Issue: In exit interviews commute 

is cited as reason for leaving.

ÁAction:Statistical analysis, 

segmenting workforce by category, job 

family & job title etc.

ÁOutcome:No correlation, however 

distinct patterns by location & job 

category.

Å Senior mgmt longest commute   & 

lowest turnover

Å Golden NuggetïRelationship 

between commute & total 

compensation

Challenge Accepted Knowledge / Conventional Wisdom

Med

High

Low

Hypothesis: People turnover/stay because of commute distance
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1st 2nd 3rd 4th

Compensation Quartile

Turnover Operations Staff

Skilled and Semi-Skilled

Customer Service

Sales Staff

Management

Professional Staff

IT Professional

Operations Staff

Sales Staff

Customer Service

Skilled and Semi-Skilled

IT Professional

Professional Staff

Management

Use Facts & Data to Dispel Myths

Hypothesis: People turnover/stay because of compensation 

Ĉ Issue: In exit interviews  

departing employees cite pay as 

reason for leaving.

ĈAction:Statistical analysis shows 

that turnover levels-out starting at 

80% of salary range midpoint.

¸ Majority of employees report 

being satisfied with their 

compensation over last 4 years

ĈOutcome:No correlation, applies 

companywide, again job categories 

naturally group together.

Med

High

Low
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Customer

Service

Operations

Staff

Skilled and

Semi-Skilled

Sales Staff Professional

Staff

IT

Professional

Management

Workforce Category

Turnover
Satisfied Dissatisfied

Donôt assume that compensation is driving turnover.

Turnover Driver:Compensation Satisfaction

Low

Med

High
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Using Analytics to Drive Strategy 

Key Retention Tool - Stock awards for employees

Customer

Service

IT

Professional

Management Operations

Staff

Professional

Staff

Sales Staff Skilled and

Semi-Skilled

Workforce Category

Turnover
Awarded Stock

Not Awarded Stock

Low

Med

High

Impact varies significantly

Big bang for the buck with some

vs.

Basic expectation for others


