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Do We Really Measure
the HR Value Proposition?

Human Capital Objectives: Actual HR Measures

Driven to Win = Headcount

Embracing Risk
Self-Developing

= Turnover Rates

= Succession Candidates
= Time-To-Fill, Train, On-Board
= Training Hours

= Cost Reductions

= Training Completed

= Grievances

= Client Satisfaction Surveys

= Performance/Potential Ratings
= Sales per employee

= Best Practices Recognition
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What's Really Measured?

Highest-Frequency HC Measures

= Turnover (96%)

= Voluntary Resignation (84%)

= Average Compensation (82%)

= Average Workforce Age (77%)

= Diversity (76%)

= Compensation/Total Cost (76%)

= Average Seniority (75%)

= Work accident frequency (74%)

= Percent with variable compensation (71%)
= Percent with stock options (71%)

Source: Conference Board, “Value at Work”, 2002
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“There is no shortage of HR measures. So,
improving our measurement systems requires
that we do something bewd just creating new
measures.”

Source: Boudreau, J.W.& Ramstad, P.M. (2003). “Strategic HRM
Measurement in the 21st Century: From Justifying HR to
Strategic Talent Leadership”. InHRM in the 21st Century
Marshall Goldsmith, Robert P. Gandossy & Marc S. Efron
(Eds.), 79-90. New York: John Wiley
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Hitting the “Wall”
in HR Measurement

Value -
6 « Strategic Impact
‘ « Organizational Change
— e+ Validity and Rigor
« Causation
Data Sr(]:grg;:i?lr_ds « Leading Indicators
Systems
ari/d downs
Portals
Ad hoc Bench-
HR marks
measures
Time
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The Evidence;
HR At the Table But Traditional

» HR Considered Very Important for its “Strategic
Contribution” by 67% of Executives

m “Strategic Contribution” Is Defined Traditionally
e Tools for Attraction and Retention
e Succession Planning

e Consistency in rewards, training, etc.

Source: High Performance \WWdorce Study, Accenture, 2003

© 2005 _Boudreau-Ramstad Partnership. All rights reserved.

HR’s Progress Since 1995

Percentage of Time Spent in the Role | 1995
Maintaining Employee Records 15.4
Auditing and Controlling, Ensuring Compliance 12.2
Providing HR Services am Implementing Programs 31.3
Developing HR Systems and Practices 18.5
Strategic Business Partner 21.9

Source: Edward Lawler Il & Susan Mohrman (2003).
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HR’s Progress Since 1995
(CEO-HRPS Survey)

Percentage of Time Spent in the Role | 1995 | 2001 | 2004

Maintaining Employee Records 15.4 14.9 13.4

Auditing and Controlling, Ensuring Compliance 12.2 114 13.4

Providing HR Services and Implementing

31.3 | 313 | 31.7

Programs
Developing HR Systems and Practices 18,5 | 19.3 18.2
Strategic Business Partner 219 | 23.2 23.3

Source: Edward Lawler Ill, John W. Boudreau & Susan Mohrman (2005).
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Value Creation Increasingly Depends
on the “Talent” Market

‘ Value analysis |

in this market is critical

Value Creation
Strategy
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Further Reading

Talentship And Human Resource
Measurement And Analysis: From ROI To
Strategic Organizational Change

John W. Boudreau & Petr M. Ramstad (2004).
Working Paper #G04-17: Center for Effective
Organizations. University of Southern
California. Los Angeles, CA.
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Three Anchors in Decision
Analysis

Anchor Points

Effectiveness
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Three Anchors in Decision
Analysis

Anchor Points EFFICIENCY

* What range of
resources (financial
and non-financial)
should be considered?

_ * What is the appropriate
Effectiveness level of investments?

* How should investable
”ﬂ resources be allocated
to maximize results?
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Three Anchors in Decision
Analysis

EFFECTIVENESS

* What unique combination of
policies and practices would
best build the necessary
talent?

Anchor Points

» What factors link policies andfj

practices to talent
. ?
Effectiveness @uu ennancement
» What attributes distinguish

effective from ineffective
policies and practices?
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Three Anchors in Decision
Analysis

Anchor Points IMPACT

* What is the link

between sustainable
* Which talent pools
Effectiveness are most critical for

=

strategic success and
talent?

competitive
advantage?

* How could improving
talent increase value?

© 2005 _Boudreau-Ramstad Partnership._All rights reserved.

Talent Segmentation:
Measure Where it Matters

Best Mickey Mouse

i ]

Worst
Mickey Mouse ‘ Best
Sweeper

$$

There is more value in
improving Sweepers

than Mickey Mouse.
‘ Sweeper

P9r¥nrman(:9 .
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Further Reading

http://www.hcbridge.com

Boudreau, J.W. & Ramstad, P.M. (in press).
Talent segmentation: The logic and power of
differentiating human capital. Harvard Business
Review Preliminary version available as
Working Paper #G04-18: Center for Effective
Organizations. University of Southern
California. Los Angeles, CA.
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Mapping HR Measurements with
the HC BRidge ®Framework

ANCHOR LINKING
POINTS ELEMENTS
j Sustainable Strategic Succes{s
ImpaCt | Resources and Processes |
Do Our Measures
j Talent Pools and Structures | Map the Connection

Between Talent and
Strategic Success?

| Aligned Actions

Effectiveness

\

Investments

|
| Human Capacity |
|
|

Policies and Practices
Efficiency
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HR Metrics & Analytics Use
and Relationship with HR Strategy Involvement

Correlation with HR Role in

Does your organization currently Avg. Strategy (HR Managers)

Collect metrics that measure the
Impact : : 2.1 .20%
business impact of HR programs and processes?
Have metrics and analytics that reflect the effects of HR
Effect programs on the workforce (such as competence, 2.7 29%*
motivation, attitudes, behaviors, etc.)?
Effect Have the capability to c_o_nduct cost-benefit 25 19
analyses (also called utility analyses) of HR programs?
) Measure the financial efficiency of HR operations (e.g. cost-
Effic. A ! L 3.1 29**
per-hire, time-to-fill, training costs?)
Etfc. Collect metrics that measure the cost of providing HR 30 oa*
services?
Use dashboards or scorecards to evaluate HR’s performance? 2.9 31**
Use measures and analytics to evaluate and track the o
A 2.7 .30
performance of outsourced HR activities?
Benchmark analytics and measures against data from outside 3.0 1
organizations (e.g. Saratoga, Mercer, Hewitt, etc.)? ' ’

Response scale is 1= “NdEurrently Being Considered” ... 4= “Yes, Have Now.” **p<.001  *p<.01 p<.05

© 2005 Boudreau-Ramstad Partnership. All rights reserved. JB3P(1)

Measurement Focus

Decisions
HR measures the

- quality of talent

Services decisions
HR measures external
benchmarks and
Control perceived quality of
HR measures costs and || Services from internal Talentship
compliance customers
Human
Resources
Personnel
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HR Metrics & Analytics Effectiveness:
Strategic Contribution
] . . . Correlation with
How effective are the |nf0rmat|9n, _meastemgnt, and an.aly5|s systems of your| Avg. HR Role in Strategy

organization when it comes to: (HR Managers)
Connecting human capital practices to Organizational Performance 2.6 .36***
Making decisions that reflect your company’s competitive situation 3.0 43Fr*
Assessing the feasibility of new business strategies 2.7 A3FH*
Supporting organizational change efforts 3.3 37F**
Assessing and improving the human capital strategy of the company 3.0 .30**
Contributing to decisions about business strategy and human capital management 2.9 A2%**
Identifying where talent has the greatest potential for strategic impact 3.0 37F**

Response Scale: 1=Very Ineffective, 5=Very Effective *** p<.001 *p<.0l p<.05
© 2005 Boudreau-Ramstad Pannersh\E. All righls reserved. JB4P(1)

HR Metrics & Analytics Effectiveness:
Functional and Operational Contribution
: : : : Correlation with
How effective are the mformatlc_m, measr.emt_ant, and analysis systems of your Avg. HR Role in Strategy
organization when it comes to: (HR Managers)
Assessing HR programs before they are implemented — not just after they are 27 18
operational ’ ’
Pinpointing HR programs that should be discontinued 2.8 14
Evaluating the effectiveness of most HR programs and practices 3.0 34x**
Assessing and improving the HR department operations 34 .16
Response Scale: 1=Very Ineffective, 5=Very Effective % <001 *p<.01 *p<.05
© 2005 Boudreau-Ramstad Partnersh\E‘ All rights reserved. JB4P(1)
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Lighting the “LAMP”

Valid Questions and Results
(Information, Design, Statistics)

“The Right Analytics”

Ratg::t'emem HR Metrics and Sufficient Data
9y Analytics That (Timely, Reliable,
(Competitive ;
Available)
Advantage, Talent Are “The Right
Pivot Points) A Force For M <
“The Right L ogic” Strategic Change casures

Effective Knowledge Managemen
(Values, Culture, Influence)

“The Right Process”
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Further Information

http://www.hcbridge.com

How to contact Jdhn Boudreau at CEO:
Office: 213-740-4988

john.boudreau@usc.edu
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