
HR professionals have a unique insight into many of today’s most QQ

important economic issues, especially labor market trends and the 
impact of problems in the economy on ordinary employees.  

HR knowledge of what is happening in the labor market is in-QQ

creasingly being leveraged to create a more complete picture of 
the state of the economy and forecasts of where the economy is 
heading.

HR professionals are reporting that a growing number of employ-QQ

ees are facing financial difficulties, and these challenges now 
appear to be having an influence on workplace policies and HR 
strategies.
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The economy has dominated the headlines 
in 2008 in the form of issues such as the 
credit crisis, chaotic markets, increased 
global competition, the decline in the 
value of the dollar, rising living costs and 
job slowdowns. Economists, financial and 
labor market analysts and business leaders 
have all joined in the debate on a range of 
topics—from whether the U.S. financial 
markets have lost their edge to whether 
the U.S. health care system is a competitive 
disadvantage in a global economy where no 
other country comes close to U.S. levels of 
health care spending. What is frequently less 
recognized is how important and insight-
ful HR professionals can be in helping to 
answer these questions and contributing to 
the overall debate on what is happening in 
the economy.

Yet, HR professionals have an abso-
lutely critical role to play in providing 
information and insight that help us better 
understand where the economy is going. 
That this frequently goes unrecognized 
by economic forecasters and fiscal policy 
makers is perhaps understandable given that 
many HR professionals themselves do not 
always realize the extent of the profession’s 
unique view into some of the most impor-
tant economic challenges of our time. But 
it is these very same challenges that come 
together to comprise some of the most 

intractable problems that HR professionals 
face each day: the ever-rising cost of health 
care, the question of how to help employees 
prepare for retirement, the lightning-fast 
pace of change as organizations respond to 
new competitive threats, the need to build 
a global talent strategy that responds rapidly 
but responsibly to developments in local 
and regional economies, not to mention the 
employee relations implications of industry 
or national wage and labor force trends. 
Even the demographic factors that HR must 
respond to, such as an aging workforce, 
the rise of two-earner households, the flow 
of immigration and changing commuting 
patterns, all relate closely to the economic 
environment. 

In many cases, HR is the business func-
tion that deals more closely than any other 
with the human fallout of economic trends. 
HR is most likely to see how problems in 
the economy are affecting ordinary employ-
ees. When thinking about how HR can 
best respond to economic challenges, two 
questions arise: what do HR professionals 
know better than anyone else about the 
economy and what can HR professionals do 
to help their organizations and employees 
deal with a more challenging economic 
environment? The answers to these ques-
tions can be surprising. Sometimes, HR has 
a far more thorough knowledge about a 
particular economic issue than is commonly 
recognized. On the other hand, sometimes 
HR is expected to solve problems at the 

organizational level that are really the result 
of wider global or national economic chal-
lenges and are therefore nearly impossible 
for HR to provide a lasting solution to. 
Finding answers to these two key questions 
and identifying both kinds of the economic 
factors is the first step in demonstrating 
HR’s central importance in meeting today’s 
economic challenges.

What does HR know about the 
economy better than anyone else?
Many observers of the economy are not 
fully aware of the unique position the 
HR profession occupies in understanding 
changes in the economy. But HR has a very 
specific kind of insider knowledge of key 
economic changes, especially those related 
to the labor market—often before such 
changes are tracked by traditional economic 
indicators. HR begins to implement staffing 
changes that standard labor market reports 
record weeks or even months later. For 
this reason, collecting data that reflect the 
staffing and benefits initiatives that HR is 
currently working on can help create a more 
complete picture of where the economy is 
heading. At the same time, the constant 
interaction with labor market dynamics 
and benefits costs through the staffing and 
benefits management processes also lends 
weight to HR professionals’ forecasts of the 
direction in which the economy is heading.

This leads to a few basic approaches 
to leveraging HR knowledge in order to 

Many observers of 
the economy are 
not fully aware of 

the unique position 
the HR profession 

occupies in 
understanding 

economic changes.

Table 1 |  Key Economic Data Collected Through the SHRM Human Capital 
Benchmarking Study

EMployMEnT 
• Number of positions filled*
• Time-to-fill*
• Cost-per-hire*
• Annual overall turnover rate*
• Annual voluntary turnover rate
• Annual involuntary turnover rate

oRganIzaTIonal DaTa 
• Revenue 
• Revenue per FTE*
• Net income 
• Net income per FTE* 
• Positions for succession planning

CoMpEnSaTIon
• Annual salary increase* 
• Salaries as a percentage of operating expense*
• Average target bonus percentage for non-executives  
• Average target bonus percentage for executives*

ExpECTaTIonS foR CHangE In 2008
• Expectations for revenue change in 2008
• Expectations for HR hiring in 2008*
• Expectations for changes in hiring in 2008*

*Metrics reported in the SHRM Human Capital Benchmarking Study: 2008 Executive Summary. The full SHRM Customized 
Benchmarking Database contains more than 140 metrics and is available at www.shrm.org/benchmarks.
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capture useful economic trends data. One 
is to look at past HR activities to track 
changes and longer-term trends. Another 
is to gather information on current HR 
activities to get a sense of what changes 
are currently underway and how these 
changes might influence future economic 
developments. Another approach is to ask 
HR professionals to forecast or predict the 
changes they believe will happen during a 
specific time frame. All of these approaches 
capitalize on HR’s unique position as the 
hub of activity in directing staffing and 
benefits administration changes.

For example, the SHRM Human 
Capital Benchmarking Study uses a large-
scale survey of HR professionals carried 
out annually to produce key human capital 
measures (see Table 1). Though most HR 
professionals use the metrics to benchmark 
against their own company’s human capital 
measures, the findings also reveal economic 
patterns and trends. The study also asks 
HR professionals to forecast activities for 
the coming year. Another example is the 
SHRM Leading Indicators of National 
Employment® (LINE®), which take a differ-
ent approach by surveying HR professionals 
monthly on a range of activities that, over 
time, show the development of employment 
trends, job downturns and changes in the 
economic cycle. Each of these studies high-
lights the areas of job changes and wage 
growth—both major factors in determining 
overall economic conditions and both issues 
on which HR professionals possess a high 
degree of insider knowledge.

Hiring and labor market trends
The centrality of HR in the staffing pro-
cess gives HR professionals a particularly 
valuable insight into changing job rates. If 
hires will be made in the next month, HR 
professionals are already working to line up 
candidates, and if jobs will be eliminated, 
HR professionals are also already grappling 
with these implications. Better than any 
other function, HR understands where the 
organization is in the process of adding 
or eliminating labor, so these findings can 
also give an indication of where the U.S. 

labor market is headed overall in the month 
ahead. For example, as the economy began 
to decline in 2007, the LINE report was 
able to anticipate subsequent months with 
significant downturns in hiring rates. 

Over the course of 2008, the LINE 
employment expectations index has shown 
negative year-over-year changes that suggest 

a slowing labor market and growing difficul-
ties for job seekers. The spring 2008 LINE 
employment expectations indices were at the 
lowest level compared with all previous years 
since the LINE service-sector survey began 
in 2005. The same trend is continuing into 
the fall of 2008 (see Figure 1), indicating an 
overall slowdown in hiring compared with 

Figure 1 |  lInE Month-to-Month Employment Expectations in the Service Sector

SERvICE-SECToR HR pRofESSIonalS SHowIng low MonTHly EMployMEnT ExpECTaTIonS In 2008

 July   August   September  October

Source: SHRM LINE historical data, www.shrm.org/line

Figure 2 |  lInE Month-to-Month Employment Expectations in the Manufacturing 
Sector

ManufaCTuRIng-SECToR HR pRofESSIonalS aRE alSo SHowIng  
low MonTHly EMployMEnT ExpECTaTIonS In 2008

 July   August   September    October

Source: SHRM LINE historical data, www.shrm.org/line
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previous years. The same trends are apparent 
when comparing months in the manufactur-
ing sector (see Figure 2).

These findings tally with HR profes-
sionals’ 2008 hiring forecasts from the 
SHRM Human Capital Benchmarking 

Study, as shown in Figure 3. HR profes-
sionals surveyed in the study in early 2008 
forecasted that this would be a slower year 
than 2007 for hiring. The percentage of 
organizations that expected hiring activity to 
increase in 2008 dropped by 7% compared 
with 2007 (36% in 2008 compared with 
43% in 2007). And indeed, the LINE data 
measuring HR professionals’ actual month-
to-month hiring activity over the course of 
the year has confirmed an overall decline 
so far into 2008 compared with previous 
years. Most likely, the decline in employ-
ment expectations is related to the overall 
more difficult economic environment. The 
SHRM Human Capital Benchmarking 
Study shows a significant downward trend 
in business revenue across a range of indus-
tries, with a decrease in revenue by 23% 
over the course of 2007 and net income 
down by 11% from 2006. 

While the LINE indicators offer a broad 
look at employment changes as they develop 
over time, the SHRM Human Capital 
Benchmarking Study is an annual snapshot 
of the economy as seen through the eyes of 
HR professionals. This snapshot is a very 
detailed one that breaks the data down by 
industry. In addition to asking HR profes-
sionals to forecast their hiring for the year to 
come, it also asks about hiring activity in the 
previous year. Table 2 represents the range 
of hiring activity within different industries 
over the course of last year by the percent-
age of positions filled as a proportion of 
total employees in 2007. For example, if an 
organization of 100 full-time employees fills 
five positions, this percentage would be 5%. 

Changes in the difficulty of 
recruiting top candidates
According the SHRM Human Capital 
Benchmarking Study, in 2007, the annual 
turnover rate was a median of 15%, repeat-
ing the employee turnover rates in 2005 
and 2006 (median annual turnover rate of 
14% and 15%, respectively). However, even 
with a similar employee turnover rate as in 
previous years, as the economy weakened 
and as revenue and net income began to 
slide downward, organizations became less 

Table 2 | Industry Hiring activity for 2007

InDuSTRy pERCEnT of poSITIonS fIllED In 2007

 n 25TH 
pERCEnTIlE

MEDIan 75TH  
pERCEnTIlE

Total 364 11% 20% 32%

Construction, mining, oil and gas 11 12% 18% 52%

Educational services 21 8% 11% 18%

Finance 19 19% 27% 31%

Government 14 8% 12% 22%

Health care services 32 23% 30% 39%

High-tech 13 16% 20% 28%

Insurance 10 11% 15% 33%

Manufacturing (durable goods) 60 8% 12% 25%

Manufacturing (nondurable goods) 24 7% 16% 25%

Services (nonprofit) 34 13% 25% 36%

Services (profit) 52 11% 19% 30%

Retail/wholesale trade 16 15% 22% 42%

Transportation and warehousing 12 18% 33% 51%

Government agency 22 8% 13% 31%

Nonprofit organization 73 13% 22% 33%

Privately owned for-profit organization 205 6% 14% 28%

Publicly owned for-profit organization 62 6% 14% 28%

Note: Industries with fewer than 10 organizations were omitted from the table. 
Source: SHRM Human Capital Benchmarking Study: 2008 Executive Summary

figure 3 |  Hiring projections for 2008 (all Industry)   
(n = 394)

         Decrease                                                                                         36%

         Increase                                                                                           36%

         Stay the same                                                                  28%

                        

Source: SHRM Human Capital Benchmarking Study: 2008 Executive Summary
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aggressive in restaffing lost talent. This 
hesitation in increasing staffing levels may 
be one reason why recruiting difficulty for 
top candidates appears to be easing some-
what. The LINE recruiting difficulty index 
asks HR professionals how difficult it is for 
them to recruit highly qualified candidates 
to fill the positions that are of most strategic 
importance to their organizations. As shown 
in Figures 4 and 5, in recent months, the 
trend has been for this measure to be quite 
low in both the manufacturing and service 
sectors compared with the same time period 
in previous years. This decline is the logical 
outcome of lower levels of hiring activity 
and a generally weaker job market. 

What this could mean is that for those 
organizations that are able to, 2008 may 
actually be a relatively good year to fill some 
difficult positions of strategic importance, 
given that recruiting difficulty seems to be 
less intense than in previous years. Especially 
since many staffing professionals are predict-
ing skills shortages in the near future as the 
baby boomers retire, this period may be 
the quiet before the “demographic storm” 
that some labor market analysts predict will 
lead to fairly severe talent shortages in many 
industries.

2008 may actually 
be a relatively good 

year to fill some 
difficult positions 

of strategic 
importance, given 

that recruiting 
difficulty seems to 

be less intense than 
in previous years.

figure 4 | Recruiting Difficulty in the Manufacturing Sector

ManufaCTuRIng RECRuITIng DIffICulTy aT a fouR-yEaR low, aCCoRDIng To HR pRofESSIonalS

 June   July   August   September

Source: SHRM LINE historical data, www.shrm.org/line

Figure 5 |  Recruiting Difficulty in the Service Sector

SERvICE-SECToR RECRuITIng DIffICulTy IS alSo TREnDIng low In 2008,  
aCCoRDIng To HR pRofESSIonalS

 June   July   August    September

Source: SHRM LINE historical data, www.shrm.org/line
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Table 5 | Total Health Care Cost per Covered Employee (by organization Sector)

 n 25TH 
pERCEnTIlE 

MEDIan 75TH 

pERCEnTIlE
avERagE

Publicly owned for-profit organization 255 $4,048 $6,577 $8,972 $8,077

Privately owned for-profit organization 921 $3,788 $5,676 $7,684 $6,136

Nonprofit organization 430 $4,266 $5,997 $8,167 $6,829

Government agency 120 $6,300 $8,436 $11,731 $9,522

Source: SHRM Cost of Health Care Benchmarking Study: 2008 Executive Summary

wage and compensation trends
HR professionals also possess important 
insider’s knowledge of wage and compensa-
tion trends, including the impact of benefits 
costs. This is important economic data 
because compensation tends to rise when 
the economy is expanding. One of the first 
places where wage growth is observed is in 
the compensation offered to new hires. This 
is because the hiring process makes it nec-
essary for staffing professionals to quickly 
respond to market changes and adjust 
their salary offerings to job applicants. The 
need to make these adjustments for exist-
ing employees is less urgent and may take 
several more months to be implemented. 
The new-hire compensation index from 
the LINE report indicates that new-hire 
compensation in 2008 has slowed compared 
with 2007 for both the service and manu-
facturing sectors. 

The SHRM Human Capital 
Benchmarking Study measures salaries as 
a percentage of operating expenses (see 
Table 3). Looking specifically at executive 
compensation, the benchmarking survey 
found that many executives received lower 
cash bonus payouts in 2008 compared with 
2007 and that executives in 2007 received 
median target bonus percentage of 4%, 
down significantly from the previous year’s 
median percentage of 18%. 

The economic impact of 
rising health care costs
In addition to their valuable insights into 
the labor market and wage data, HR profes-
sionals are well-positioned to observe how 
different economic trends are influencing 
employees and the workplace. This lends a 
certain amount of authority to their views 
on which economic issues are having the 
biggest impact on the workplace now and in 
the foreseeable future. The most important 
economic issue, according to HR profes-
sionals, for several years running has been 
the escalating costs of health care in the 
United States (see Table 4). 

This issue, and the threat it poses to 
the ability of the United States to compete 
with other nations in a global market, 

Table 3 |  Salaries as a percentage of operating Expense in 2007 (by profit 
Status)

 n 25TH 
pERCEnTIlE

MEDIan 75TH 
pERCEnTIlE

All industries 182   20%   57%   40%

Government agency 10 11% 54% 40%

Nonprofit organization 45 33% 56% 43%

Privately owned for-profit organization 102 18% 60% 42%

Publicly owned for-profit organization 25 18% 45% 37%

Source: SHRM Human Capital Benchmarking Study: 2008 Executive Summary

Table 4 |  The Economic Issues HR professionals Believe are Most likely to Have 
a Major Impact on the workplace

 MajoR 
STRaTEgIC 

IMpaCT

MInoR 
IMpaCT

no 
IMpaCT

Continuing high cost of health care in United States 83% 15% 3%

Threat of increased health care/medical costs on the 
economic competitiveness of the United States

75% 21% 4%

Threat of recession in the United States or globally 65% 32% 4%

Increasing price of fuel/gasoline in the United States 
and globally

64% 32% 4%

Economic uncertainty and greater market volatility 57% 38% 6%

Decline in the value of the U.S. dollar compared with 
other currencies

57% 36% 7%

Economic growth of Asia, especially China and India 55% 34% 12%

Increased cost of living in the United States 53% 44% 3%

Overall decline in the workforce readiness of new 
entrants to the labor market

52% 38% 10%

Increased corporate downsizing and bankruptcies 51% 38% 11%

Shift from manufacturing to information/service or 
knowledge economy

50% 40% 10%

Continued expansion of global business and increased 
interdependence of countries and cultures 

50% 39% 11%

Increased use of offshoring of jobs to other countries 50% 36% 14%

Note: Sorted in descending order by “major impact” column.
Source: SHRM Workplace Forecast (2008)
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is of primary importance to HR profes-
sionals, especially given their position as 
leaders of benefits administration in their 
organizations. Once again, HR profes-
sionals are a particularly good source of 
data on an issue that is having a growing 
impact on the U.S. economic environ-
ment. Data collected from the most recent 
SHRM Cost of Health Care Benchmarking 
Study includes information on employer 
contributions to health care premiums, 
the percentage of organizations providing 
employee health care coverage, total annual 
health care cost per covered employee and 
employer contributions to health savings 
accounts. Table 5 shows health care spend-
ing levels of U.S. employers by organiza-
tion sector. 

What are HR professionals 
doing to help their 
organizations and employees 
deal with a more challenging 
economic environment?
Increased health care costs, along with the 
rise in other costs, such as fuel, food, educa-
tion and housing, have a direct impact on 
employees. HR professionals are reporting 
that more employees appear to be grappling 

with financial difficulties and are asking for 
advances on 401(k)s and wages, as shown 
in Figure 6. The implications of these eco-
nomic challenges for employees are often 
left to HR to manage. 

Rising health care and fuel prices are 
two examples of economic issues that HR 
professionals must deal with, but that are 
related to broader, more global or political 
factors that HR professionals alone have 

HR professionals 
are reporting that 
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grappling with 
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and are asking 

for advances 
on 401(k)s and 

wages.

Table 6 |  organizations are Increasing assistance aimed at Helping Employees 
Manage Rising fuel Costs

 2008 
(n = 550)

2007 
(n = 489)

2006 
(n = 380)

2005 
(n = 456)

Raising mileage reimbursement to IRS cap 42% 13% 21% 8%

Offering telecommuting 18% 4% 7% 6%

Offering public transportation discounts 14% 6% 8% 7%

Rewarding employees with gas cards 14% 6%   

Organizing carpools 12% 6% 7% 5%

Offering monetary incentive to employees to 
buy hybrid cars

1% 1% 0% 0%

Note: Blank cells indicate that the option was not available that year. Multiple response options were allowed in the 2005 -2007 
surveys. Only options where data from multiple years were available were included in the table.
Source: SHRM Poll, May 8, 2008

figure 6 |  More Employees are Experiencing financial Difficulties

In THE paST 12 MonTHS HaS THERE BEEn an InCREaSE,  
DECREaSE oR no CHangE In THE nuMBER of EMployEES…

Having their wages 
garnished by 

collection agencies  
(n = 253)

Asking for  
advances on 
their 401(k) 
(n = 247)

Asking for  
advances on  
their wages 
(n = 265)

Reporting 
losing their 

homes  
(n = 190)

6% 3%

68%

59%

77%
86%

26%

39%

20%
14%

2%

 Increase    No change   Decrease

Note: Percentages do not total 100% due to rounding. 
Source: SHRM Poll, January 2008
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limited control over. Though their options 
in addressing these rising costs can be 
circumscribed, HR professionals are still 
finding ways to take action. For example, to 
manage health care costs, many organiza-
tions are implementing preventive wellness 
programs or are moving to more custom-
ized health care benefits (the SHRM Cost 
of Health Care Benchmarking Study found 
that employers that offer more than one 
health care plan tend to have lower costs) 
and/or using consumer-driven health care 
plans. Strategies aimed at helping employ-
ees manage rising fuel costs are another 
way HR professionals are taking action. 
Fuel costs are an economic issue that could 
prove to have a fairly significant impact on 
the way people are managed, especially in 
relation to when and where they work (see 
Table 6). Many companies are increasing 
the use of telecommuting, and a few are 
even moving to a four-day work week, all 
in attempt to deal with rising fuel costs.

HR professionals report that their 
organizations are responding to economic 
challenges in other ways, such by offering 
tuition reimbursement to help employees 
improve their skills while managing the 
rising cost of education; increasing invest-
ment in training initiatives, especially tech-
nology and specialized training to better 
compete in a global knowledge economy; 
increasing expectations of employee 
productivity to offset benefits cost 
increases; and offering employees financial 
planning resources and education.

Conclusion
If economic difficulties continue to persist or 
even grow more intense, more organizations 
may implement these and other changes as 
they try to help their employees deal with 
a more difficult economic environment 
while also focusing on keeping the organiza-
tion itself competitive. Through it all, HR 
professionals will continue to observe and 
respond to changes. Few other business 
functions have the equivalent level of insight 
into the impact of economic conditions on 
employees. This insight can be used to bet-
ter understand the economy and to help 

organizations and employees deal with the 
implications of a challenging economic envi-
ronment. If knowledge is power, knowledge 
of what is happening in the economy is 
one of the most powerful levers in business 
today. As HR becomes more aware of the 
richness of its own knowledge of the econ-
omy, it will also increasingly lead the debate 
on how to most effectively manage human 
capital in a global economy. 
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