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“War on Talent” (McKinsey 2007)
“If you cannot measure it, you cannot manage it’

‘HR-n ninna KPIs
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threat of being outsourced?

HR’S NEW ROI:
RETURN ON INTANGIBLES?




Talent Management
Component

Relevant Questions Moving IDown
Levels

Strategy
Sustainable Competitive
Advantage

What market opportunities exist?
Which organizational resources yield
advantaoe?

Strategy Implications for
Talent

Where will improvements in talent
quality drive strategic gains?
Where will improvements in talent
fungibility drive strategic gains7?

Talent Pool Strategy

How do we position various talent pools?

- What combination of performers (A vs.
B vs. C) do we need?
- What compensation policy should we

adopt (above/below/at market)?

- Which pools should be linked in career
ladders?

- Should we “informate’™ cerain jobs?

Talent Management Systems

How do we implement talent pool
strategies across the company?

- Competency architectures

- Enterprise-wide data systems

Talent Practices

Which practices efficiently meet our
talent goals and can be captured by our

systems?
- Selection
- Recruiting
- Performance management

- Compensation administration
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able 4. State of HR Information Systems in Companies with
Different Strategic Partner Roles

Percent Responding
Mo Imple mentation Input Full
Role Role Role Pariner
Completely Integrated HR Information -
System (7.6% of companies) o1 9.1 273 43
Most Processes are Automated but Not
. . . 5 50. 5
Fully Integrated (35.9% of companies) 1.9 1 0.0 36
Some HR Processes are Automated
(48.3% of companies) 0 11.9 43.3 4438
Little Automation Present in HR
77 7
Function (6.9% of companies) o 11.1 33.3 33.3
No Automation Present
. . 0 50.0 50.0 0
\ (1.4% of companies)
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Parry, E. and Tyson, S. (2007), UK Talent Report,
Cranfield School of Management,
Human Resources Research Centre, Cranfield.
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HOW MUCH DO HIGH-PERFORMANCE WORK PRACTICES MATTER?
A META-ANALYSIS OF THEIR EFFECTS ON ORGANIZATIONAL
PERFORMANCE

D'IAN D'WINYD A7 Wik 'aRwn 72101 7w nirop1o 12 0.03<r<0.16 *arrn oxknn
K= No. of effects (industry, country)

N K F

Individual HPWPs
Incentive compensation 8,156 31 .11

Training 6,601 29 .12 A71Un win'y
Compensation level 4,666 18 .14 .
Participation 3322 18 .10 U TR
Selectivity 3689 15 .11 DOXNNN DX 7'90n
——> Internal promotion 1,804 12 .12
—> HR planning 1,323 10 .16 DXNN7 0N VXINNN
Flextime 3,745 8 .08 NTTIAN NP'YYION v
—> Performance appraisal 1,062 5 .03
Grievance procedures 1,717 8 .10
Teams 3,105 8 .05
Info sharing 760 7 .09
Employment security 1,468 6 .11
Performance dimensions
Accounting returns 6,790 35 .13
Productivity 6,709 32 .15
PERSONNEL PSYCHOLOGY Retention 6,105 23 .12
2006, 59, 501-528 Multidimensional 4,154 22 .19
Growth 2,731 16 .8

Market returns 1,629 B 1
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WATSON WYATT’S

HCP

HUMAN CAPITAL INDEX"

71 TV'AX '9N9
NIANINNN 'WTN? NY2INN UKD

N2I719NNIRI NAI71'RI07 NZ7nnn
[I"IA-]2 NU'0NAIR

,ON'l [1oVII NMaN 7w 1999-2001 nawn (o2
30% oy nnNiwp X"wn niproon 30" D Xy
"nNann v pivn va 'y

FIGURE 1: Five-Year Total Returns to
Shareholders (April 1996 — April 2001)
64%
39%
FIGURE 2: Key Links Between Human Capital and
Shareholder VYalue Creation
21% Practice Impact on Market Value
Total Rewards and Accountability 16.5%
Collegial, Flexible Workplace 0.0%
s - Low Medium High — i
(0-25) (26-75)  (76-100) Recruiting and Retention Excellence 7.9%
Communications Integrity 7.1%
Focused HR Service Technologies 6.5%
Prudent Use of Resources -33.9%
Expected change in market value associated with a significant one
standard deviation (1 SD) improvement in HCI dimension.
FIGURE 3. Correlation Analysis
Correlation A 1989 HCI Score x 2001 Financial Performance .41

Correlation B 1999 Financial Performance x 2001 HCI Score .19
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HR’S NEW ROI:

RETURN ON INTANGIBLES?
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