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Leading organizations

to bring workforce insights

out of the shadows.




Misalignment between available workers and

needed skills, along with expanding timeframes for finding talent

are limiting the ability of companies to fully pursue growth agendas.

The days of cost cutting, hiring freezes, and hamstrung budgets have

yielded to a pressing need for businesses to get back to growth and for

HR to mobilize and manage the talent that can make it happen.

Harnessing the strength of human capital
capabilities in pursuit of competitive
advantage and global growth remains our
guiding goal. But today, it’s not enough.
The C-suite wants HR to hit the sweet spot
with better, smarter, faster, and leaner
performance. The time is right for HR to
step up its game and meet these stepped-up
demands and expectations. How do we get
there? Challenging though it might be, we
believe the tools exist to get the job done.

A significant part of the answer lies not in
the soft skills so often presumed to underlie
the essence of HR, but in the nuance of
data. Far from turning the HR practice into
anumbers game, it’s about using workforce
data to better read our organizations and
the people that power them.

Leading organizations are utilizing human
capital metrics, surveys, and predictive
analytics to bring workforce insights out of
the shadows and to draw a vivid profile of
everything from workforce trends, patterns,
and motivations to operational and HR cost
drivers and organizational assets. Today’s
expectations are high. But HR today has
access to a suite of analytical tools like never
before—analyses that can help us enable
our enterprise assets and inform the C-suite
with high-performance, high-level, and
highly effective perspectives and insights.

If you're interested in getting a closer
look into these assets and how they can
help you meet your strategic organiza-
tional and HR goals, dig into this edition
of HR Innovation. In the following pages,
we’ll take you on a journey through the
ins and outs of workforce analytics and
give you a good view into the challenges
and triumphs that await:

e From point of no return to return on
investment: Smart ways to gather
workforce intelligence for big gains

e HR’s game-changer: Predictive analytics

¢ TFocus on the fundamentals but reach
for the Clouds

e Shared services grows up: Why the time
might be right to put Next-Generation
SSC to work

We see this data as a sleeping, benevolent
giant that’s poised to bestow keen insights
and a more sophisticated, competitive,
sustainable talent model on HR leaders,
the organizations they serve, and the
talent they manage. They who hesitate
won’t necessarily be lost. But they won’t be
standing on the shoulders of giants, either.
They could. And they should. How good is
your view? How high are you aiming?

Scott Olsen
US Leader, Human Resource Services



By Scott Pollak

Workforce intelligence stands poised to deliver to HR practi-
tioners something for which they’ve long pined—a way to manage,
measure, and demonstrate workforce return on investment. It’s taken
a while for the premise to take hold. When we introduced the notion
of workforce intelligence teams three years ago, our webcast polling
at that time indicated that more than half of our participants’ HR
departments dedicated only one person—if that—to accessing and

analyzing related labor information.



We've since seen a sea change in the last
few years, an indication that workforce
intelligence programs are gaining
serious traction. But many businesses
have progressed just far enough along
in their efforts to have gotten tangled
up in near-term details at the expense
of establishing a sustainable workforce
intelligence program in the long term.

More than half of the companies
responding to our recent informal poll
dedicate full-time teams of two to five
employees to the task of analyzing
workforce data. As companies begin

to build the workforce intelligence
function in earnest, the dollars become
material; the headcount requisitions
get placed; and the IT business cases
get built to support the initiative. And
many companies remain mystified as to
practical next steps.

The good news is that organizations
have been eager to embrace the poten-
tial of harnessing workforce intelli-
gence. The less-good news is that many
have rushed headlong into the effort
only to achieve less-than-stellar results,
either because:

* Workforce intelligence results have
failed to prompt business leaders to
‘lean forward in their chairs’ because
the program hasn’t come near its full
potential, providing only a faster
version of the same kind of head-
count and standard HR reporting
that’s always been available. The
average busy C-suiter will likely
meet this with a ‘So what?’.

* The project’s scope and scale have
grown so out of control that nothing
of business value can be created in the
near term. Despite millions of dollars
of investment, these companies won’t
be able to see results, if any, for years,
and can’t count on a known payoff
even then.

Companies that can use workforce
intelligence to illuminate return on
investment and get the biggest bang
from the labor force buck will have

a shot at building and maintaining a
sustainable competitive advantage.
The rest? They’ll likely see slower
growth and place themselves at a cost
disadvantage. Not too intelligent, in
the workforce or on the street.

If you're ready to grow workforce intel-
ligence the right way and make the most
of your investment, read on. We’ll walk
you through some insights into how

you can achieve workforce intelligence
success, build a sustainable workforce
intelligence operation, and launch a
process that can help place your business
at an ongoing competitive advantage.

What’s exciting about the concept of
‘return on workforce investment’ is that
it encompasses all of the objectives of
HR, captures all of the impact of the
programs HR works so diligently to
roll out and maintain, and puts it all
into a single package. Better still, you
can rely on a single measure to assess
the degree to which the organization
is reaping its benefits to win long-term
competitive advantage.



At the heart of workforce intelligence
implementation is the shift from a stan-
dard HR reporting approach to one that
focuses on the business impact of the
workforce. In the early going, HR might
have a surprisingly tough time fielding
questions as seemingly simple as:

* How many employees do we have?

e Are we meeting our hiring
objectives?

* Does actual headcount equal
budgeted headcount?

If it’s taking a week to get an answer to
one of those questions, the organization
probably still hasn’t mastered adequate
governance over basics such as:

* How do we define ‘employee’?

* How do we define ‘turnover’?

* What constitutes a high performer?
* What’s a pivotal role?

e How do we track our total
investment in labor?

e What skills will we need in
the future?

Rather than perpetuating a culture
where these issues arise only as theo-
retical conversations conducted in
dark corners among co-conspirators,
companies should embrace workforce
intelligence to surface the facts they
need to move forward.

Companies transitioning to work-
force intelligence recognize that the
key question—the one that dogs the
analytics team, causing it to poke
and prod rows and columns of data,
the one that seems to confound so
many of their HR colleagues—is:
Are we improving our return on
workforce investment?

When we invest in people through
compensation, benefits, training,
management/leadership, increased
hiring, and the like, do we see a
corresponding improvement to
performance? The flip side applies
equally: Are diminished investments
through reductions in force, freezing
of bonuses, moving labor to lower-
cost regions, and the like handled in
a way that creates a corresponding
loss in output?

Return on workforce investment
rests on three concepts:

* Productivity
* Unit costs

¢ Return

HR departments that can get their arms
around these concepts can establish a
structure for evaluating their programs,
a means for aligning leadership, and a
rallying cry for the whole department.

Return on workforce investment boils
down to two questions:

e What’s our workforce investment?

e What’s the return from our
investment?

Let’s take a look at these questions, starting
with assessing return on investment.

When most HR practitioners hear the
term ‘return,’ they equate it with profit.
We see a real philosophical difference
here. If the workforce works hard, is
more productive, and drives output,
what we see is improved revenue. From
our perspective, profit is an indicator
of leadership. If leadership does a good
job of allocating resources to deliver
revenue, leadership achieves profit.

The first-order impact of the workforce
is revenue. The derivative is profit.
Therefore, the answer to the question
concerning return on workforce invest-
ment starts appropriately with revenue.



Companies in diverse industries might be
challenged to find a pure revenue number that’s
sufficiently precise:

* In some industries, prices, and therefore revenue,
are inflated by commodities. If the cost of corn rises
and this increases prices to the consumer, compa-
nies with corn as a significant input may increase
revenue without experiencing increased workforce
output. Similarly, if you pull oil, coal, or gold from
the ground, then the prices of these commodities

affect revenue, regardless of employee productivity.

* In some industries, significant portions of revenue
can reflect the results of a disproportionately small
segment of the workforce. Life insurance compa-
nies derive a significant portion of their revenue
from investment income, and therefore may wish to

exclude it from an assessment of operations.

* In other industries, operations and revenue are
linked only marginally. For example, public utility
commissions set the prices of US electric utilities,
while rates are based on operating costs. So revenue
isn’t really based on workforce productivity; in
this case, utilities might consider looking not at

revenue, but rather, at units produced (megawatts).

As companies evaluate modifications to revenue,
many jump to ‘operating profit,” or revenue minus the
cost of goods sold. This number makes sense initially,
because it takes out the costs of raw materials, thereby

reducing the impact of input price fluctuations.
However, operating profit also removes the cost of
labor to produce the goods sold, which we’d prefer to
include. For many companies, revenue-raw materials
serves as a effective number.

Evaluating workforce investment poses an even
greater set of challenges for many companies. The
first question: What employee reward programs
constitute ‘investment’? The laundry list seems simple
to put together, but the details can prove far more
thorny than initially presumed. Here’s why:

* Moving from salary to W-2 income represents a
significant mindset change for most HR depart-
ments, requiring them to take into account issues
of overtime, bonuses, and a series of one-time
payments such as severance, relocation, vacation
payouts, and the like, which typically had not
been considered.

e Other benefit programs, including health care,
retirement, vacations, and legally required
payments, also should be considered. This
frequently represents another one-third of the
investment in labor beyond compensation.
Additionally, each of these benefits brings its
own set of decisions about defining ‘investment’
to support decisions about accounting versus
cash costs and determining the timing of certain

costs among quarters and fiscal years.



The shift from simple headcount
analysis to a more detailed analysis

of the impact of the workforce on the
business is a crucial first step toward
developing an effective workforce intel-
ligence program. We’re not suggesting
that headcount and movement analysis
needs to be added to the corporate scrap
heap. By shifting the measurement
focus to include productivity and cost,
companies will be in a better position

to understand the return on workforce
investment. This provides a framework
for interactions with management and
leadership on decision making and
enables HR to work with the business to
align the workforce to business strategy.

In our experience, creating a work-
force intelligence program requires

that companies build through a series
of increasingly sophisticated offer-

ings, capturing these developments on
the maturity curve as they progress.
Despite the classic business objective for
those that feel they’re behind in the race



to ‘leapfrog’ competitors, we haven’t
found that companies can successfully
leapfrog up the maturity curve. Those
that create sustainable organizations
that systematically provide decision-
making insight tough it out, starting at
the bottom of the curve and working
themselves up.

While it’s certainly possible for HR
departments to create the more sophis-
ticated deliverables at the top of the
maturity curve without establishing
the foundational elements, they tend
not to be sustainable and are eventually
discarded in regime changes or budget
crises. Alternatively, these overreaches
can falter when the pace of work on the
deliverables in the upper reaches of the
maturity curve eventually comes to a
standstill while focus shifts back to the
foundational elements.

Why is leapfrogging so difficult?

We believe the answer lies in the

sheer number of issues that need to

be resolved for most large, complex
companies, which face numerous chal-
lenges, including data quality, source
systems, standards and governance,
talent processes, global availability,
business partner capability, business
case credibility, HR department inertia,
operations expectations, and more.
Consequently, companies are better
served by chipping away at some of
these issues to first create simpler work-
force intelligence deliverables, using the
muscle developed from these exercises
to address increasingly sophisticated
uses of workforce information.

(See larger illustration on page 13)
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While companies will mature to
develop additional capabilities over
time, they also continue to deliver
the initial programs, which typically
include these elements:

Provide
a comprehensive list of results on a
specific topic (classic turnover and
headcount reports), allowing for
summary, detail, and root-cause anal-
ysis. Reporting itself may or may not be
included among workforce intelligence
findings, but analytics will be.

Reporting evolves into analytics when
meaningful dynamics come into play,
such as the ability to filter by demographic

Pilot

Descriptive benchmarking

Predictive
solutions

Linkage models &
advanced survey analytics

High

groups, show trends, drill into detail,
and the like. Some analytics also provide
improved graphical reporting capability.

The move to analytics also begins the
process of pulling together data beyond
the single topic, as the filtering and
drilling can lead to the combination of
data from multiple sources. Typically,
the move to analytics also requires the
company to move to a ‘single version of
the truth’. For example, it’s not accept-
able for various stakeholders to use
individual pet definitions for ‘turnover’,
or for finance and HR to report diver-
gent results for the same number.



Companies moving up the analytics maturity

curve also find that benchmarking effort provides

valuable experience in understanding their

own data. The comparison with market

standards frequently exposes the lack of

internal standards.

Benchmarking—Provides a comparison
for the metrics in the report and at a
basic level, allowing the company to
answer the question, ‘Is my result good?’
Benchmarks can be external (comparing
to other companies’ results), or internal
(for example, comparing one hospital

in a system to others in the system).
Companies should remain aware of
common benchmarking flaws and their
potential to taint results. Examples
include failure to achieve the proverbial
‘apples to apples’ comparison, failure

to recognize that matching the perfor-
mance of others in a peer group might
not represent success, and mistaking
the role of a benchmark with the role

of a target.

Companies moving up the analytics
maturity curve also find that bench-
marking effort provides valuable expe-
rience in understanding their own data.
The comparison with market standards
frequently exposes the lack of internal
standards and data quality issues that
otherwise might not surface.

Dashboards—Provide a summary-level
statement on results that allows for a
quick assessment and serves as the basis
for further conversation and inquiry.
Typically, the dashboards that a work-
force intelligence unit produces are
oriented toward company, operational,
and HR leadership.

While at some level a dashboard can be
seen simply as a report, we differentiate
the two:

e The dashboard looks at multiple
kinds of data on a single metric
(historic trends, YTD results,
annualized forecasts, targets, and
the like) to identify key metrics and
information.

* The dashboard generally blends the
workforce lifecycle, financial, and
customer information in a way that
differs from the more thorough view
that appears in a report.

Many organizations that have met with
uninspired results in their attempts to
develop dashboards or key performance
indicators (KPIs) can raise their game
by adopting these leading practices:

e Put a stake in the ground on what
it thinks the organization should
look at, postponing the solicitation
of stakeholder input until later in
the process.

¢ Identify metrics that represent the
achievement of business and talent
strategy, rather than relying on a one-
size-fits-all set of metrics that might
come from a book or generic resource.

e Don’t limit the selection of KPIs to
those sourced from a single system,
or to data that’s easy to tap.

e Confirm that the number of metrics
included in the dashboard rigorously
adheres to the quantity that’s appro-
priate to the audience, perhaps as few
as three and typically not more than 15.

* Spend at least as much time deter-
mining how the dashboard should
be used and training the organiza-
tion in using it as is spent identifying
metrics and collecting data.

Survey and survey analytics—Provide
additional insight into employee survey
results beyond the standard reporting
the survey might generate. Many orga-
nizations view engagement, exit, and



onboarding surveys as standalone activ-
ities, when in reality, they’re critical
sources of analytical information. By
linking survey data to classic metrics,
companies can create a far more robust
set of information. These more sophisti-
cated analytical techniques can deliver
insights such as:

e Improving linkage between engage-
ment results and business results. For
example, what’s the engagement score
for client-facing teams, and what’s the
linkage between engagement of these
teams and revenue growth, customer
satisfaction, and the like?

* Performing statistical analysis
of clusters by segmenting crucial
employee groups based on mindset
or approach to work. For example,
consider what patterns might emerge
in classifying call center employees
into first-job, mid-career, second-
income, and post-career groups.

* Modeling employee opinions across
the lifecycle to determine, for
example, if the discontentment of high
performers in the employee engage-
ment survey matches the reason for
separation identified in the exit survey,
or considering how engagement might
evolve as tenure increases.

Companies can face challenges in
achieving this analysis, as many are
unable to get employee-level responses
from survey vendors, or have concerns
about reduction in the response rate
should they communicate that the
company plans to analyze employee-
level data. Possible remedies include
working with an outside vendor (your
survey provider or another vendor) or
communicating how the company plans
to use the information and its value in
helping to meet enterprise objectives.

Provides a
statistical approach to modeling future
outcomes based on prior outcomes.
Individual models are developed for
each outcome, such as models for
predicting turnover, retirement, safety,

health or absences, performance, engage-
ment, and more. The models compile
hundreds of pieces of information on
individuals, often from a variety of
sources or calculated based on source
data. For example, an attrition risk model
might evaluate pieces of information
including bonus amount, performance
rating, manager, commute distance, or
salary against midpoint range.

Various statistical analyses are per-
formed on these data sets to determine
the impact that each piece of infor-
mation historically has on outcomes,
such as determining the influence of
commute distance or time since the last
promotion. Once the model is built,

it’s applied to the workforce popula-
tion to determine the likelihood of the
outcome. Results can be viewed at an
individual or group level. Results from
the predictive modeling can be used in
a few ways:

* Aspart of employee review and
coaching sessions, in which the
results themselves are not available,
but where HR might identify a list
of pertinent issues to discuss with
the employee

e Embedded in the workforce
planning process

* To provide insight into the action
planning that HR should take rela-
tive to dashboard or engagement
survey analytics

Provides an
approach and methodology for under-
standing future workforce requirements
and aligning the workforce to the busi-
ness strategy. At its most basic, an opera-
tional workforce plan determines staffing
requirements for the coming year and
provides a hiring requirement. The crux
of the workforce plan is an assessment of
the company’s future demand for workers
and the ability of the current workforce
to supply talent. The gap between future
supply and demand provides the basis
for planning HR programs, policies, and
practices as solutions.



More often, today’s companies are
looking to take workforce planning ‘to
the next level,’ pushing the planning
horizon three to five years out. This can
result in a far more robust outcome.
Companies must consider mid- to long-
range business strategies, such as the
impact of new technologies, expansions,
and shifts in customer preferences; they
can evaluate multiple scenarios in the
modeling; and they can evaluate options
for addressing gaps, including develop-
ment, alternate work structures, alterna-
tive sourcing models, and the like. Most
companies are looking to extend work-
force planning in two additional ways:

Current technology infrastructure
lacks a scalable, credible, and
flexible platform for analyzing and
presenting data

10

* Incorporate the financial repercus-
sions of the plan in terms of labor
cost and revenue impact.

* Incorporate employee skills and
competencies into the modeling
framework.

The combination of these deliverables
enables workforce intelligence teams
to address the gamut of information
deliverables, yielding a deep set of
current and historical facts and a set
of appropriate statements about the
future. The deliverables address needs
for high-level decision making and for
root-cause analysis with the tools that
can address financial factors, mobility,
talent, and more.

The organization has little to no
process to convert issues into
workforce data analysis and back
into business responses

A full suite of workforce intelligence
offerings represents a series of step-
ping stones to maturity. By taking these
programs one at a time, companies can
deliver value to the organization within
achievable pieces and time frames.

More than a few companies have
invested significantly and built impres-
sive workforce analytic capabilities
only to fall short of the ultimate mark:
sustainability. To promote long-term
workforce intelligence success, the
company also should factor in the need
to develop a communications, roll-out,
and change strategy that can lay the
foundation for long-term assimilation.

The business has limited readiness
to incorporate workforce data into
decision making



You can’t measure what you can’t see.
Without an information supply chain,
the technology, process, and people
functions related to workforce measure-
ment are not sustainable.

As you move through the process,
remember:

* Your stakeholders don’t necessarily
know what they want; it’s up to you
to demonstrate the value, depth, and
reach of workforce intelligence.

e Start small and deliver quick wins.

* Match the risk you’re willing to take
with the confidence that you under-
stand the business and functional
requirements.

Determine if leadership is walking the
workforce intelligence walk on a tight-
rope. Ask:

e Can your SVP of HR sell this?

* Does your HR lead understand how
to use the information with peers?
How would the HR executive fare:

» In a 30-minute conversation
with the senior leadership team
about the current labor cost as a
percentage of revenue?

» In a discussion of HR programs
and strategies designed to improve
this number over the next two to
three years?

The answers are not always ‘yes.” The
significant groundswell of interest in
predictive analytics might enable the
head of HR to fund such efforts without
really understanding them, a recipe

for short-term funding and long-term
faltering.

If the answers are ‘no,’ individual
coaching should be considered manda-
tory, perhaps covering more than one
session. Additional support and prepa-
ration for effective information use
might also be necessary.

Don’t forget your other stakeholders.
The people supporting the workforce
intelligence program tend to be self-
selected and highly analytical. We love
numbers, often more so than words,
and sometimes, even more than people.
So when we design tools and roll out
strategies, we tend to bring our analyt-
ical, number-loving mindset to the
process. But teams should guard against
getting too insular in their approaches.
Your HR business partners, and perhaps
their clients, are not necessarily quite as
analytical. Remember to design for your
stakeholders, many of whom will likely
be non-analytical users.



Communication and change manage-
ment associated with workforce intel-
ligence implementations mirror that of
other change efforts. Matters of training,
skills development, and messaging all
apply here. Note, in particular, these
employee development issues:

* The basic step of conducting an
initial training session might not
suffice.

e The amount and speed of training is
often too little and too fast.

* Training for the non-analytical can
be overly advanced and inadequately
repeated.

Similarly, training should be multifac-
eted, covering items such as:

e What is this information?
e How do I use these tools?

* How do I interpret and consult
on the results?

Workforce issues remain a fixture on
executive agendas today. And for good
reason. On the one hand, the workforce
is almost singularly responsible for
driving revenue and achieving growth
objectives. On the other hand, it’s one
of the largest annual expense lines,
representing more than one-quarter

of all expenses for the average orga-
nization—and more than half of all
expenses for many. Companies that can
systematically determine how to stoke
productivity and manage expenses hold
a distinct competitive advantage.

With the right investments in workforce
intelligence, companies can turn their
data into a competitive asset. They can
move from making good guesses about
the programs and activities that will
work for employees to building preci-
sion and evidence into their decision
making. Workforce intelligence imple-
mentation can provide companies with
the knowledge they need to finally put
some teeth behind the phrase ‘people
are our most important asset.’



The workforce intelligence maturity curve*
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With HR organizations facing escalating demands from
business partners and seeking ways to demonstrate strategic
impact, they can take advantage of a growing field of HR

predictive analytics.



Workforce analytics are changing along
with the rest of the now-global business
community. Today’s sophisticated anal-
ysis transcends reporting past events or
point-in-time measurement of current
employee attitudes. HR professionals
should tap these advanced statistical
techniques to boost their strategic
contribution and the power of their
predictive metrics. Lagging and point-
in-time metrics are still important, but
HR can significantly upgrade reports
and dashboards by infusing them with
leading, predictive insights.

As HR organizations progress along an
analytics maturity curve, the questions
they ask about workforce analytics
should also grow in sophistication. It’s
no longer enough to determine:

¢ How did these circumstances
come about?

* How do we compare on a defined
set of metrics?

Business leaders today need to ask
and answer:

e Why did it happen and how can
we improve?

* What is likely to happen?

* How can we be better prepared?

The higher you can advance on the
maturity curve, the better able your
organization will be to tap value from
workforce data. Done correctly, your
capability to predict crucial workforce
trends, events, and tendencies can
improve exponentially.

(See larger illustration on page 13)
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Most HR organizations have yet to
reach the highest-impact maturity level
from which they can build, deploy, and
maintain predictive solutions seam-
lessly or build predictive indicators into
their reporting dashboards. In fact, only
12% of the 383 US organizations we
recently surveyed have attained level

3 or higher, according to a recent PwC
Saratoga study.

Where did the majority of participants
place their maturity level?

* 41% identified themselves between
level 2 and level 3

e 35% between levels 1 and 2

Note that the maturity curve is not a
reflection of technological prowess. In
other words, you can’t buy your way
in by investing in flashier technology.

Predictive
solutions

Linkage models &
advanced survey analytics

High

The questions, “What happened and
how do we compare on a defined set

of metrics?” fall under reporting and
benchmarking—something HR organi-
zations have been traditionally tasked
to execute upon.

To get to the more telling questions
and answers, organizations now have
a variety of technical solutions to help
HR efficiently:

¢ Report on past events

e Create dynamic dashboards for
business consumption

e Enable multi-dimensional slicing
and dicing of transactional data

The basic reporting capabilities that
predominate in the current HR land-
scape will not be sufficient to propel



The path to the highest maturity level,
where predictive solutions are part of your

organizational workflow, involves consider-
organizations increasingly look to
harness the power of predictive analytics

able investment beyond technology.
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the entity up the maturity curve. An
elevated ability to report on past results
through more sophisticated business
intelligence/analytics applications
doesn’t render the HR analytics function
more matured; it can make the organ-
ization more efficient at level 2, but it
won't take the entity to the next level.

The path to the highest maturity level,
where predictive solutions are part of
your organizational workflow, involves
considerable investment beyond tech-
nology, extending to the skill sets you
hire for, the processes you build, and
the technology and tools that enable
those people and processes.

Making the most of HR data:
Building predictive solutions
Predictive analytics, as defined by PwC
Saratoga, refers to a set of processes,
tools, and methodologies that enable
organizations to analyze large sets

of data to forecast future events. The
objective: Make the best use of histor-
ical data, both public and private, to
arrive at better business decisions.

Valuable historic data already exists
on HR information systems, but most
organizations fail to make the most of
the employee data they could mine.
With business partners challenging
HR leaders to feed corporate growth
by mobilizing and managing talent,

to gain insight and flag indicators that
can help them effectively tackle their
global talent management issues.

Predictive analytics within HR can
open a window into the future by
helping the HR function mine historic
data from systems and surveys and
answer questions such as:

* Which of our employees are most
susceptible to attrition risks in
the next six to 18 months? What
factors drive employees to quit
our organization?

e Can we reduce hiring risks by
predicting the quality of new hires
by source, role, profile, or past
experience? Which experienced
hires are most likely to succeed in
our environment?

* How can we predict long- and
short-term workforce demand by
combining current employee data,
business growth plans, industry
benchmarks, and macroeconomic
trends?

* How can we predict employee
performance? How does predicted
performance differ by roles and
business units?

Predictive analytics can boost the orga-
nization’s ability to predict employee
behaviors, elevating HR’s profile within
the enterprise in the process. By applying
predictive analytics to achieve orga-
nizational goals—cutting turnover in
pivotal roles, enhancing new-hire
retention—HR can up its game as a
strategic business partner.



To take advantage of this opportunity, be designed for reuse. This can be 3. Analyzing data using a variety of

organizations should access publicand  achieved by performing these steps: statistical techniques
rivate data, a task that might not be . . . .
P . . g . . 1. Systematically collecting relevant 4. Deploying models using a framework
as simple as it sounds, requiring as it . .
. data from various sources that allows for ongoing refresh
does that data be assimilated across
disparate sources. Thorough solution 2. Assimilating data points within a

architecture requires that outputs core analytic dataset )
framework is shown here:

Predictive analytics architectural framework

Our predictive analytics architectural

Company systems
* Demographics e Company
. Salary. oy Recruitment Learning o o Customer i
* Experience management Jll information (finance & * Customer data
* Reviews systems data/CRM

systems systems operations)

Creation of

compl‘ehensive * New joiner
employee Ancillary Core analytic Employee * Quality of hire
dataset data dataset survey data e Engagement
e Macroeconomic o Exits
trend data
e Industry data
Advanced
analytics . . e
Analytics techniques Statistical tools
® Multivariate Regression Workforce ® SAS
¢ Logit/Probit Models predictive * SPSS
e Decision Tree analytic e SAS enterprise miner
e Structural Equation engine * Amos
Modeling
* Neural networks
e Time-series analysis Yﬂ7
Embedded e .
predictive H H
solutions
Predict Next- Identification
performance, generation &y Of preemptive
turnover, quality workforce interventions
of hire, etc.

Note that predictive solutions are iterative by nature; organizations should ideally view these solutions through a multi-year lens.
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The X-ray view of your workforce that
HR predictive solutions can deliver

is more powerful than data collected
through traditional means, such as
employee-wide engagement surveys.
Predictive solutions data can inform
broad program-level changes, for
example, the implementation of a special
recognition program to address attrition
risk. The information such as ‘predicted
voluntary separation rates’ also can aid
in workforce planning initiatives and be
included in executive dashboards.

To incorporate predictive solutions

into the talent management workflow,
organizations should cultivate their
ability to develop these solutions and
establish foundations for data interpre-
tation, communication, and continued
use. Once the foundation is established,
the entity can quickly build additional
customized solutions using the same
structure and workflow model.

Naturally, the goal of embedding
predictive solutions into talent manage-
ment workflows will fall flat absent
senior leadership support. Predictive
analytics represent a paradigm shift
in how HR data can influence pivotal
people-management decisions in
critical HR areas such as selection,
retention, and performance. Senior
leaders can unleash this potential by
positioning themselves as idea cham-
pions and enforcers.

Of course, it also helps if the organization
applies predictive analytics as an integral
part of its overall business strategy; the

HR effort will then mirror the greater
entity in embracing this approach. For
example, most pioneering HR organiza-
tions we have worked with in this area
belong to sectors that have traditionally
used sophisticated analytic techniques to
build products and services or manage
their interactions with customers: finan-
cial services, insurance, professional
services, and technology.

The ability to build sustainable predic-
tive analytic capability also depends on
the availability of analytic skills and, to
a lesser extent, technology platforms.
Technology platforms such as data
warehouses or BI tools can be useful
enablers. They can certainly add value
by easing the process of extracting data
from disparate systems. But that alone
won’t lift the organization to the high
level of sophistication that can bring
about real change.

In contrast, access to analytic skills is

a must-have. Irrespective of whether
technology enablers are present, orga-
nizations still need statistically skilled
resources to build, deploy, and interpret
predictive solutions; hiring profiles of
HR functions need to change to address
this requirement. Three kinds of
employees can help you build a sustain-
able workforce analytics capability:

* People with data manipulation skills

* People with advanced statistical
modeling skills

* People who can interpret and effec-
tively communicate ‘data-heavy’
results to business partners



Predicting and mitigating
attrition risks: Predictive
solutions in action

Businesses can achieve significant cost
savings if they can identify attrition-risk
candidates and take preemptive steps
to prevent unwanted departures. One
large US-based global services organi-
zation with some 16,000 employees,
recognizing the implications, wanted
to predict the likelihood of attrition
risks for current employees. When

the company turned to us for help,

we started by analyzing profiles of
employees who had stayed or quit the
firm in the past six years, and built

a statistical model to forecast likely
attrition risks.

Six-phase approach

—0

Solution design

75 hypotheses,
43 feasible for testing

6 2

Data refresh Data extrgctlon
16576 employees re-scored 6 years of history,
93 files, 857 data elements
after 6 months :
400+ predictors

5 3

Action planning Model development
467 high-risk employees 3 models,
identified for action planning 16 final predictors
Model deployment

16,525 employees scored
with 12-month attrition risks

Every voluntary departure costs approximately one-and-a-

half times the employee’s annual pay, with an even higher

multiplier for high-potential employees or succession pipeline

candidates.

In fact, in this case, lowering the voluntary
separation rate by one percentage point from

13% to 12% roughly translated to annual

savings of $20 to $25 million.
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Our six-phase approach is outlined here:

In the solution design phase, we identi-
fied 75 hypotheses as likely causes for
the attrition risk; of those, we selected
the 43 likely causes for which historic
data was available. During the data
extraction phase, we accumulated six
years of data (from 2005 to 2011) in the
form of 93 files and 857 data elements
to compile one analytic dataset.

We developed three multivariate
logistic regression models to isolate 16
variables that were found to be statisti-
cally significant predictors of attrition
risk. In the deployment phase, around
16,000 current employees were scored
for attrition risk probabilities using the
statistical coefficients derived in the
previous phase.

HR executives then reviewed the list
and identified 467 high-risk employees
for preemptive action planning. It’s
important to note that the action plan-
ning steps were appropriately inter-
woven with existing HR programs.
After six months, all employees were
rescored to flag changes, at which point
175 employees were removed from the
high-risk list and 47 were added.

The six-month review also showed
that more than 75% of the departing
employees had been marked as high-
risk profile by the predictive model.

The value of predictive attrition-risk
solutions becomes clear when orga-
nizations act on the data that’s been
mined (steps 5 and 6 in the graphic) ata
program or an employee level.

Consider the case of a succession pipe-
line candidate who was deeply valued
for his potential as a leader:

e His productivity began to deteriorate
slightly while his relative pay and
bonus in the past two years dropped
compared to his peers.

e His family had expanded and he
recently bought a house in the
suburbs, doubling his commute time.

¢ Latest engagement survey score
for the team he belongs to was less
enthusiastic than had been the tradi-
tional feedback from that team.

e His skills and capabilities are highly
valued in the market, not just within
his industry, but also externally,
especially in his geographic market.

Our study slotted him in the high-risk
profile. None of these factors alone
pushed the succession pipeline candidate
over the risk threshold. But the complex
combination of factors clearly identified
him as an attrition-risk candidate. If the
organization had failed to act, he would
likely move on—and out.



Predictive dashboard

Percentage of employees by attrition risk categories Risk of attrition by department
Attrition risk Acquisition Services
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Strategic solutions for walk away from you, not work for you,
strategic roles a heads-up can inform strategic inter-
Predictive solutions can amp up the vention to protect the entity’s sustain-
organization’s ability to understand the  ability and position in the marketplace.
talent that powers the entity toward By understanding and embracing this
achieving its strategic goals. Knowing potential, HR can proactively enhance
where the workforce is likely heading its effectiveness, gain greater sophisti-
can help you see where the organization cation, and grow its contribution as a
is likely heading. If talent is poised to strategic business partner.
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By Srinivasa Gabu and Diane Youden

Amid today’s rapid growth and global change, R leaders
continue their bid to balance efficient service delivery with the need

to meet organizational growth and change with agility and scalability.
The hunt for service delivery models that can help HR leaders provide
effective services without breaking the bank led many organiza-

tions down the shared services center (SSC) path in the past decade.
Experiences and results have been mixed. But the challenges that
impeded successful implementation can be viewed not as a death knell
for shared services, but rather as teachable moments that can illuminate

the way to revise what’s broken and refine what works.



A new breed of SSC organization,
processes, talent, branding, and plan-
ning suggests that businesses can move
beyond the nascent days of shared
services, when much was unknown,
untested, and unmeasured. Today’s
delivery models have evolved, along
with most everything else in the global
game of commerce. Read on for insight
into Next-Generation SSC potential and
its more sophisticated look.

First-generation HR shared services
tended to shift obvious HR administra-
tive activities such as payroll, benefits,
and employee data management to
global low-cost service centers, deriving
cost savings from labor arbitrage.

But the emphasis on cost savings and
consolidation diverted attention from
critical services, including process,
organization, technology, and talent.
And, when businesses transferred
cumbersome or hard-to-manage
processes to SSCs, the centers inher-
ited them in disparate bits and pieces,
often amid unclear handoffs and poorly
defined responsibilities—far from a
common process on a single platform in
a centralized location. Then, when busi-
nesses that still indulged in duplicitous
processes failed to achieve efficiency
and effectiveness, many HR generalists
placed the blame on SSCs.

A Next-Generation shared services
approach, with an emphasis on finding
ways to achieve the desired end state, is
emerging. Successful implementation
demands the discipline to orchestrate
the right proportion of strategy, organi-
zation, people, processes, and tech-
nology, informed by what’s happening
in the external environment with
respect to technological advancements,
talent availability, and the like. Smart
businesses don’t shoot for simultaneous
implementation across these compo-
nents; they evaluate and determine how
they should be blended and balanced to
deliver the desired return.

. Predictable service delivery with a primary focus on customer,

enterprise-wide services, and operational effectiveness

. Aligned with the global business organizations and
balanced with a regional model to enable appropriate local execution
and decisions; fully defined services measured with definite service level

agreements

. Structured career paths, supported by ongoing training

and development

. Global end-to-end process-based standards and ownership;

process automation and optimization as appropriate, with active process

monitoring and controlling

. Simplified technology landscape based on a core set
of standard ERPs on optimized delivery models such as software-as-a-

service (SaaS) and cloud-based delivery



These fundamental approaches that
can help your organization unlock the
potential of this model:

Strategy: Build understanding of how
each group can contribute to success
by developing a clear, documented
strategy that’s integrated with leader-
ship vision and cascaded throughout
the organization. Combine service
center sourcing strategies (outsourcing,

off- and near-shoring, and other
third-party investments). The scope of
services should take into account end-
to-end processes across multiple func-
tions, with services reviewed in regular
intervals and the strategic vision never
far from view.

Organization: Next-Generation service
delivery aims to contribute value to

the entire organization. These more
sophisticated SSCs, which run as profit
centers using market pricing as a basis

for allocations, are deeply integrated
into the business. A dedicated business
partner (BP) relationship role forms a
collaborative, strategic single point of
contact between the business and the
service center; the governance struc-
ture is also globally integrated, with
clear escalation and decision points
and thorough service level agree-
ments (SLASs). The structure should be
reviewed regularly against global laws
and regulations, the legal entity struc-
ture reviewed routinely and rational-
ized as needed.



People: Next-Generation SSC workers
tend to start out with a skill aligned
directly to the business need, providing
support to execute administrative activ-
ities. As the center matures, new talent
can be sourced and existing staff can be
developed to build analytical, mana-
gerial, and negotiation skills, and to
confirm adequate performance against
SLAs, statements of work, and expec-
tations for the BP role and provider
relationships. Continuous improve-
ment opportunities should be identi-
fied and managed on an ongoing basis.
Human resources should be recruited
at the right time and brought into the
organization efficiently, with retention
goals incorporated into management
performance metrics. Performance is
measured against well-defined goals
aligned to organizational goals. Ample
training opportunities further perfor-
mance goals and move individuals
along chosen career paths into the
organization as a whole.

Processes: These should be mature and
documented in a uniform format that’s
centrally stored and easily accessible;
steps should be taken to confirm that
standards are adhered to. Leading prac-
tices should apply globally and metrics
should be used across the organization.
Standardized dashboards should feed
into performance management, and,
where appropriate, metrics should be
communicated enterprise-wide to show
how groups perform against stated
targets. A continuous improvement
mindset should prevail.

Technology: A well-defined, efficient
enterprise architecture should align
with management goals. Integrated
technology should have a single data

source and inform not only performance
metrics, but also business intelligence.
ERP platforms should be fully inte-
grated and standardized; financial data
and operational data should be used
together for analysis. Data, too, should
be governed globally, with data flows
defined, documented, and optimized.

Organizational leadership can use these
questions to gauge the entity’s readiness
to embark on an SSC strategy:

1.  Isthis theright time for us
to start?

2.  Where will the savings
come from?

3.  What other benefits can we gain
from shared services?

4.  What processes should we
consolidate into shared services?

5. Do we have the right process
maturity?

6. Isour organization ready
for this change?

7. Do our people have the skills
they need to adopt the new
delivery model?

8.  How will technology affect
the initiative?

9.  How can we manage the change?

10. Should we build or buy
the shared services capability?



Keep reading to gain a greater under-
standing of how your organization
can test and tap Next-Generation
SSC potential.

Align the organization to the
delivery model. Consolidation and
growth have led businesses to organize
support functions on an as-needed
basis. Fueled by sporadic organizational
sprouting of support functions, HR
organizations mushroomed into busi-
ness units to support business needs.
For example, one major consumer pack-
aged goods company has expanded over
the years into four distinct product lines
and multiple business units. Much of
this growth was inorganic via acquisi-
tion. Our assessment of its HR service
delivery pointed up the need for the
business to have one enterprise-wide
HR team responsible for supporting the
various products and business units, an
alien concept in the company’s culture,
which had become acclimated to a
customized HR service delivery model.

Start with HR shared services. We've
seen significant success among entities
that focus first on the shared services
organization as the key component



in the conceptual delivery model. In
this approach, businesses commit to
consolidating transactional activi-

ties from delivery and service centers,
thereby freeing HR resources to mind
strategy, policy, governance, and laying
the groundwork for building centers of
excellence. The approach also facilitates
continuous improvement of harmonized
processes delivered out of a shared
service center with a heightened degree
of standardization, while allowing
sufficient flexibility to customize at the
local levels. This keeps the HR head-
count at par with leading practices

and positions HR to develop business
partners that can focus on providing
business leader support.

Focus on processes. Many entities
struggle to achieve consensus about
the right time to embark on a trans-
formative HR initiative. One service
organization consistently battled with
the question: Is the process ready? The
culture seemed to strongly believe that
the business processes were immature,
and that hence, it was not a good idea
to move to a shared service center. But
the entity lacked a road map to harmo-
nize processes. And it remained unclear
whether the processes would be ready
for an SSC transition. In such cases,

we suggest a hybrid approach in which
the processes are transformed just
enough to enable consolidation, even if
the current state doesn’t lend itself to
overall SSC.

Harmonize for consolidated delivery.
A lack of business process maturity

is common in businesses that have
disparate processes by business unit or
location, often a direct function of the

organization’s efforts to cater to local
business needs or the result of inorganic
growth and incoming businesses that
persist with legacy processes. Still, it’s
possible to adjust disparate processes
prior to sending them to shared
services. Organizational discipline to
harmonize processes in stages rather
than trying to complete process trans-
formation first is crucial to success in
transitioning or maturing to a Next-
Generation SSC.

Look beyond labor arbitrage. The
central theme for most cost savings
tends to be labor arbitrage. This
requires the development of service
capability in a low-cost labor location/
facility and the discontinuation of the
service at higher-cost locations. While
it’s easy to find full headcounts in low-
cost locations, it’s hard to displace full-
time employees in high-cost locations.
Most often, HR functions are delivered
by indirect labor whose primary job is
administration or line management;
losing these employees will negatively
impact the business. Today’s shared
services paradigm takes a significant
shift from traditional thinking to enable
organizations to assess a common
process that can be delivered to all
business units from an SSC, and then
determine exceptions to account

for local needs. The retained set of
activities can then be assessed to
determine the level of support needed
from business partners.

Set your sights on sites. It’s okay to
depart from the traditional notion that
shared services should be centralized in
one or a few low-cost locations. By design,
these services have to adopt a business



unit focus where the services remain

as close to the employees as needed.
Think of time zones for responsiveness,
language alignment for cultural fit, and
localization of activities that align with
the regulatory environment and the
business. In one conceptual model, the
most sensible approach called for regional
shared services in various countries
linked to a more broadly focused central
shared services function.

Broaden the scope of shared services
processes. In recent years, HR tech-
nologies have evolved to better facili-
tate the consolidated delivery of HR
services. More and more processes like
recruitment, learning, compensation,
and performance are being delivered
with a canned approach that can be
configured and harmonized to meet
local needs. Moreover, these processes
are now being delivered with a service
delivery mindset, where a good balance
of self-service and streamlined delivery
is maintained. All these changes in the
external environment allow organi-
zations to expand the scope of HR
processes that can be delivered out of
shared services and thereby arrive at a
stronger business case.

Break barriers with ERP. The use of
technology as a differentiator will drive
change to improve business through
cost reduction, efficiency, and improved
operating models. In the past, ERPs
have provided a framework through
which businesses could develop custom
solutions. However, the gradual
maturity of ERP products and a desire
for flexibility have caused organiza-
tions to lean toward developing their

own ERP solutions. HR vendors today
appear to recognize the importance

of HR service delivery and its impact
on cost. Businesses can save a great
deal by eliminating substantial license
fees and the expense of additional
maintenance for onsite ERP. At the
same time, the organization can use
self-service to extend transactions and
reduce HR staffing needs, resulting in
higher service volume and considerable
savings—a 25% to 40% reduction in
overall HR expenses.

Boost viability with virtualization.
HR services delivery also demands
strong support systems. Emerging tech-
nology such as social media can foster
innovation and promote best practices
among regionally based and geographi-
cally dispersed HR shared services
centers across a global organization.
SSCs can provide a sound alternative

to the need for proximity, which is a
common process-readiness criterion in
the assessment phase. Some processes
truly must be close to the business. But
others, given the availability of appro-
priate tools, can be executed remotely.

Measure performance and improve
continuously. Measuring HR service
effectiveness can also be a challenge for
many entities. About 50% of organiza-
tions measure HR services effective-
ness, with nearly all of them measuring
a percentage of total transactions,

time, or accuracy. While these metrics
measure effectiveness to some degree,
they fail to address the crucial customer
satisfaction component. These omis-
sions can easily dilute the savings
projected in the business case.

Measure customer satisfaction.
Businesses should strive to reflect
customer service in addition to
conventional metrics. For example, if
arecruiting manager rates service as
unsatisfactory, the SSC would need to
implement an improvement initiative,
even if the traditional metrics are met.
Remember, HR needs to be focused on
the business—it’s not ‘HR’ for ‘HR.

Identify the true cost of HR service
delivery. Most conventional methods
for measuring effectiveness look only at
the direct costs associated with estab-
lishing HR service delivery, including
the cost of HR generalists and other

HR personnel. But business leaders and
other resources often expend signifi-
cant energy on HR service delivery.
Many outsourcing or service delivery
initiatives measure cost avoidance by
HR headcount reduction, failing to
capture the hidden costs incurred when
work is transferred to business partners
or line managers. Businesses should
take a careful look at the total cost of
ownership. Many HR specialists recom-
mend using a common standard for
measuring HR costs. Such consistency
in cost measurement promotes accuracy
by allowing for the comparison of costs
against benchmarks.

Establish a respected shared services
brand. In early SSC efforts, the centers
were often viewed as repositories for
sets of transactional processors that
delivered marginal work, a percep-

tion that organizations have found
tough to upend. A recent PwC survey
revealed that several critical factors in
the employee lifecycle can set the tone



Appropriate branding can motivate top performers

to take up a shared services career, but it won’t

necessarily keep them in the role absent a clearly

defined career path.

for employee engagement, including
hiring experience, pay, bonus, and
leave—which tend to be supported by
the kinds of administrative functions
that are often considered for an SSC.
Therefore, even minor flaws in execu-
tion can fuel employee criticism and
undermine engagement. Organizations
should recognize that administrative
activities shouldn’t be presumed to be
low value add, and they should brand
the centers accordingly, for example, as
service centers of excellence.

Adopt a winning people strategy.
Appropriate branding can motivate

top performers to take up a shared
services career, but it won’t necessarily
keep them in the role absent a clearly
defined career path. Although organi-
zations previously lacked the foresight
to align talent pools with the maturity
stages of SSC initiatives, experience to
date should enable them to link career
profiles to the SSC maturity model.

HR will face some difficult choices in
balancing talent needs in the transition
from the entity’s current and future
states. But some fundamental leading
practices point the way forward. For

example, career paths should align well

with shared services multi-year matu-
rity milestones, and learning programs
should develop and cultivate pivotal
talent for fresh, elevated careers.

Next-Generation SSC: The

future is now

The search for efficiency, dexterity,

and cost savings remains a perennial
mission for the HR practice. Next-
Generation shared services can address
previous shortcomings, resulting in a
capability that is scalable with business
growth and that can produce a distinc-
tive competitive advantage. SSC organi-
zation, processes, talent, branding, and
planning should reflect that businesses
have moved beyond the days when
much was unknown, untested, and
unmeasured.

Today’s HR leaders can benefit from
first-generation missteps. Cost pres-
sures won’t abate anytime soon. But
the answers to challenging questions
should be coming into clearer focus,
bathed in the light of new technology,
smarter metrics, and more sophisticated
approaches—and enhanced by the
nuanced distinction between targeting
shared services and tacking toward
sustainable excellence.
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By Marney Edwards
It’s been a tough couple of years for HR

Over the past five years, companies have been cutting headcount,
costs, and capital expenditures. Some business leaders, failing

to consider the long-term view on staff reductions, didn’t stop at
thinning the ranks of non-performing talent; they also cut some
high-performing employees. Administrative functions, including
HR, took significant hits, perhaps disproportionately so. Yet, project
demand for HR capabilities to support talent, benefits, workforce
planning, and other HR responsibilities continues to outweigh the
supply of resources available to most CHROs.



Most HR organizations still aren’t
positioned as strategic partners to the
business. In fact, we routinely find that
more than 75% of HR work hours are
spent on administrative and advisory
transactions support.! It’s a reality
that many executives would like to see
change. But CHROs face the daunting
task of trying to boost focus on areas
critical to the entity’s success, given
fewer employees and tighter budgets.
PwC’s sponsored research with HfS
Research, Inc. stated, “The problem
with creating a leaner, more efficient
human resources organization is that
today’s business leadership needs some-
thing different.”?

How can a CHRO transform an organiza-
tion that focuses a majority of its time on
administrative tasks to one that’s viewed
as a trusted advisor to the business?

Fourteen years ago, I decided that I was
going to ask the woman that I loved to
marry me. Having no ideas how to buy a
diamond I asked my father. He said, “Son,
you need to focus on the fundamentals,
in this case the four C’s: cut, clarity, color,
and carat.” I never forgot that. ...For busi-
ness, it can be just as fundamental.

The fundamentals of running an HR
organization come down to three
things: people, process, and technology.
The right people in the right jobs. The
right processes in place. Then, finally,

1 PwC Saratoga HR Activity Analysis

the right technology to enable the vision
of what HR can be to the organization.
To achieve the desired results, truly
make change stick, and make your
organization effective, you can’t do one
without the others.

A number of years ago, I had the
opportunity to watch an HR organiza-
tion attempt an HR transformation,
although it had not considered how
people, process, and technology fit
together. The organization’s downfall
was that it tried to use the technology
that was in place, an outdated version of
an on-site human capital management
(HCM) application. The organization
did two out of three things right: people
and process. However, the transforma-
tion failed because it didn’t include the
right technology.

Three years later, a new CHRO tried
and succeeded. She understood that
to be successful, you must focus on
the fundamentals and bring the parts
together to create a greater whole.
Rather than starting from scratch, the
CHRO took advantage of the people
and processes work the organization
had done in the failed transformation.
She then added the magic ingredient
previously missing from the mix—
technology—and aligned with the
CIO to subscribe to an updated HCM
Cloud technology, thereby adding the
final critical piece to the now-greater
whole, and delivering a triumphant
transformation.

2 HfS Research, “Human Resources Transformation: Is it Driving Business performance?”,

May 2012
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The right technology can help an HR
organization become more effective.
Cloud-based HCM technology provides
unprecedented perspective on the
organization, yielding real-time data
that can greatly enhance the decision-
making process. As of today:

* Can you pull up a global directory of
all employees in your organization?

* Can you search for high performers
with distinctive skills sets?

* Do you know how many employees
are high performers?

* Do you know how many contractors
you have globally?

People account for more than 70% of
most companies’ spend;? yet, it could be
argued that in light of all the money that
companies have spent on supply chain
and financial applications over the last
10 years, comparatively little has been
invested in their HCM systems.

The bottom line? Most core HR
processes are neither unique nor a
competitive differentiator for the
company. What is a competitive differ-
entiator? Providing managers and
executives with real-time visibility into
their data and employees, and empow-
ering them to act on it.

As the speed of change continues to
accelerate into shorter and shorter
intervals, organizational changes,
acquisitions, spin-offs, expansions,

and contractions demand faster, more
effective people processes. With compa-
nies sitting on record amounts of cash
and CEOs hungry to increase share-
holder value, mergers and acquisitions
will likely continue to increase over

the coming years. However, history
suggests that nearly half of these
mergers will fall short of achieving their
targeted cost synergies.

Efficient people processes and new HCM
technology can help CHROs build a
flexible and scalable organization. Use
of a common global HR system enables
a company to rapidly standardize job
levels, assess talent, and identify redun-
dant positions. HCM Cloud applica-
tions enable you to memorialize and
automate your core HR processes based
upon a global standardized definition.
Some HCM Cloud applications such

as Workday and SuccessFactors come
preconfigured with a number of core
HR processes. These are designed to
enable HR to expeditiously implement
preconfigured leading practices, which
in turn allows companies to automate
the more administrative and contextual
tasks thereby freeing up time to focus
on strategic work, adding value, and
quickening the pace of decision making
and scaling. Think about how much time
is spent in wasted efforts over manual
HR processes, contractor costs, and
employee-related actions such as trans-
fers, moves, hires, terminations, and
promotions. Not only are these processes
often inefficient, but they may not estab-
lish the right “brand” for the company
around the employee experience.

Although employee-related actions are
similar throughout the United States and
around the world, some sub-processes

3 2006 SHRM survey of over 700 organizations including many Fortune 500™ companies
and corroborated by a similar study at the Brookings Institute



should be configured based on local
regulatory laws, such as a works council
in Europe. These laws are subject to
change, so when implementing the new
technology, it’s important to confirm that
a system implementer has an HR skill set
for the in-scope countries. Configuration
can be relatively simple, but getting it
done correctly and legally can be more
challenging. HR functional resources,
once trained, can take over most process
configuration changes after go-live, as
well as integrations and reporting. “Don’t
blow through millions to standardize
processes...the important investments
should be strategic because they drive
outcomes that align with the business.”

Technology can reduce HR costs and
provide employees with improved user
experience and functionality. In addi-
tion, organizations looking to move to
the Cloud often find that the cost bene-
fits provide a solid business case. HCM
Cloud applications can offer significant
cost of ownership advantages over
on-premise and even hosted applica-
tions while delivering state-of-the-art
functionality. The easy arguments are
evident in reduced capital structure,
including the elimination of IT involve-
ment, data centers, servers, develop-
ment resources, disaster recovery, data
security, and more.

That being said, it’s worthwhile to
make the case that the Cloud’s global
standardized people processes can
also deliver enhanced user experience,
collaboration, and productivity. These
benefits should not be overlooked.

A critical cost component always
discussed but only occasionally
making the final budget is Change
Management. An HCM Cloud solution
extends across teams, departments,



organizations, regions, and business
units; the change will have implica-
tions enterprise-wide for employees,
managers, and executives. [ have had
the opportunity to watch two separate
companies of similar size and scope roll
out the same Cloud HCM solution. The
first company chose to handle Change
Management in house. Eighteen months
later, HR is still receiving negative feed-
back regarding the switch to the new
system. The second company chose to
invest 15% of the overall project budget
into Change Management. Conversely,
the feedback from managers and
employees has been extremely positive
on the move to the Cloud. The managers
and employees in the second company
felt included in the process and the adop-
tion cycle was dramatically reduced.
CHROs should budget for an effective
Change Management strategy, not only
for the implementation, but also for the
ongoing support of new functionality. Be
aware that unlike on-premise software,
for which significant technology change
needs to be addressed every five to seven
years, this approach yields smaller, yet
potentially impactful changes every
couple of months, a factor the CHRO
should plan to support.

Businesses should accept Change
Management as a core competency and
not as a point in time. An organizational
change strategy promotes continual
improvement and makes the most of the
organization’s move to the Cloud. In the
new Cloud era, Change Management
will take its place alongside other
traditional centers of excellence such

as Talent, Rewards, and Learning and
Development.

HCM Cloud technology provides CHROs
with a means to address the fundamen-
tals. As on-premise HCM applications
reach end of life and require expensive
upgrades or re-implementations to

gain much-needed functionality, an
opportunity emerges for companies to
rethink their strategies for enabling the
business to manage its workforce for
improved business results. HfS Research
May 2012 states, “Nearly 62 percent of
respondents felt that human resources
departments need to serve a leadership
role in managing skill and talent short-
ages. This is a vital role in the context of
changing business strategies.”

What HR executives cannot avoid:
making the tough decisions when it
comes to people. If you don’t make
changes to your organization, you can’t
expect your team to make changes
either. CHROs should confirm that they
have the right people and the right talent
to make the paradigm shift from admin-
istrators to consultants and strategic
partners. PwC’s 15th annual CEO survey
found that 66% of CEOs fear a talent
shortage will constrain their company’s
growth. This talent shortage is limited
not only to the business but to HR as
well. CHROs should refocus their efforts
not only winning new employees, but
retaining those employees that will be
most valuable to their organization.

The decision to go to the Cloud is multi-
faceted and may not be the right “next
step” for a company. However, compa-
nies should conduct the evaluation to
ensure they have made an informed
decision. Implementing an HCM Cloud
application and standardizing global
people processes can provide CHROs
the opportunity to lead and transform
the organization as long as they don’t
lose sight of the fundamentals: people,
process, and technology.



What HR executives cannot avoid:

when it

comes to people.




As a leading provider of HR consulting services, PwC’s Human Resource Services’ global network of 6,000 HR practitioners
in over 150 countries, brings together a broad range of professionals working in the human resource arena—retirement,
health & welfare, total compensation, HR strategy and operations, regulatory compliance, workforce planning, talent
management, and global mobility—affording our clients a tremendous breadth and depth of expertise, both locally and
globally to effectively address the issues they face.

PwC is differentiated from its competitors by its ability to combine top-tier HR consulting expertise with the tax, accounting
and financial analytics expertise that have become critical aspects of HR programs.

PwC’s Human Resource Services practice can assist you in improving your performance across all aspects of the HR and
human capital spectrum through technical excellence, thought leadership and innovation around five core critical HR
issues: reward effectiveness and efficiency; risk management, regulatory and compliance; HR and workforce effectiveness;
transaction effectiveness; and global mobility.
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