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Today, Analytics is the Difference

Top-performing companies are
3X more likely
than low performers to be users of analytics

Source;:iAnal ytics: The New Path to Valueo, Massachusetts I n
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Workforce Analytics = BizX For the HR Leader

Leaders in using workforce analytics outperform laggards in Profit/FTE (by 18
percentage points), Employee Performance (16), and Revenue/FTE (5).

For a company of 10,000 employees, reducing turnover rates by just 1% can save
$7.5M annually in operating expenses.

Data analysis can improve the strategic effectiveness of an HRBP by 9%.

Sources: Aberdeen Group, Corporate Leadership Council, SuccessFactors
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The Vision: Using Data to Maximize the ROI of Investments in Talent

i

Imagine the possibilities when you can tell your business leaders:

OEmpl oyees who took this training course sold 3
Oi mproving engagement scores by 10 percent i n t

reducing costs by x.0
This is where it really gets exciting.

David Crumley, Vice President of HRIS
Coca-Cola Enterprises
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The Reality: Firms Struggle to Access Data and Apply it to Talent
Deci st onséHow Many Organizationsé

Data and Technology
Maintain a network of siloed HR & talent systems?
Have a data warehouse that offers the promise of an:
Question the quality of their workforce data?
Spend more time on cleaning the data than analyzing the results & telling a compelling story?
Regul arly conduct manual ANndata dumpso from HRI S to |

Utilization and Adoption
Waste time on non-standard reporting that results only in data-gathering?
Continually create non-strategic, operational reports (e.g., headcount lists)?
Provide enterprise results without the ability to drill-down into the organization to identify find root causes?
Lack the time to create analytics scenarios (nlf X
Ful fi 1l mboo equests withoutekdowing whether they use the data?
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The Measurement Challenge

To manage in the future, executives will need information systems integrated with strategy,
rather than individual tools that so far have been used largely to record the past

ny

[roi;ou make decisions about your people with the same rigor, logic and confidence
as your decision about money, clients, program policy and technology?

John Boudreau, USC
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Frameworks to think about Workforce
Planning and Analytics



Relationship: Workforce Reporting, Analytics, and Planning - Part 1

A Workforce Analytics Workforce Planning
HIGH A Root cause analysis A Risk Mitigation
A Techniques used: cross-tabs, cluster A Strategic Staffing v Tactical
analysis, bi-variate correlations, etc. Staffing

A Deliverable: Insight

A Focus on the Ga
A fi Wenderstand the key issues driving P

our business performance and the A Use of Scenarios
relationship between people and A Forecast numbers and
businessper f or manceo. competencies

Workforce Reporting
A Integrated Data Platform

A Providing measures, metrics and data to end users

A Deliverable: Information i reports, dashboards,
performance monitoring

Al have the information || need at my fingertips to
able to make informed business decisions with
confidenceo.

Value Impact and Resources

LOW

>
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Relationship: Workforce Reporting, Analytics, and Planning - Part 2

Business Planning Process HRIS Systems

Workforce Demand Forecasting
ANumbers Supply Forecasting
AcCapability

Matching Workforce Supply &
Demand Forecasting

Strategic Staffing

Human Capital Strategy
APriorities
Aalignment

Human Capital KPIs
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Relationship: Workforce Reporting, Analytics, and Planning - Part 3

Workforce Planning <+— Corporate Strategy
What —» Demand I v
Matters? Supply » Human Capital Strategy <
Gap v
Measure (KPI) Identification
Organization Data i
HRIS » KPI Target Setting <+— External Benchmarks
HRIS Function v Internal Benchmarks
] Budgets & Financial —| Scorecarding & Reporting Labor Statistics
Customer Satisfaction —
Diagnostics v
Where Are Surveys Gap Identification/Ownership <
The Issues? Focus Groups |
Interviews » Root Cause Analysis
Action Planning Methodology
What Are We v 3 Party Best Practices
Going To Do? Intervention Design <«+— Literature/Academia
v Internally Developed
Intervention Implementation
A 4
\é\ﬁecrg evs\,/sefu 12 ROI Evaluation

© 2013 SAP AG. All rights reserved.




; P 2. -

(\y <

Approaches to Galmng Insights Into
your Workforce




Common Analytical Engagement Topics

Impact of Employee Turnover on Organizational Financial Performance

Seeks to identify the link between labor turnover and key financial measures such as revenue or net income. Considers all
aspects of labor turnover including cuts by tenure, job type, and performance rating to identify the key financial drivers.

Identifying Employee Survey Items Predictive of Employee Retention and Productivity

Most companies have a comprehensive employee survey in place, but few know precisely which survey items are linked to past
and future staff retention and productivity.

New Hire Performance Drivers in the Recruiting and Onboarding Process

What traits do successful new hires share? A similar educational background, a particular interviewer, a 2-month performance
review?

Optimizing the Staffing Mix for Superior Customer and Financial Returns
Feed directly into a companyods workforce planning pr ocesss

Impact of Performance Based Pay on Individual and Team Productivity

Companies are increasingly moving away from tenure-based pay and bonus increases toward systems based on individual
merit.
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Move From Operational To Strategic Decision Making

Getting the Most Out of Peoplebds Ti me, Ener g

Percentage of time spent on certain activities during data-guided meetings

. Time discussing data and the quality thereof
D Time discussing metrics and their relationships to one another

. Time discussing prospective actions, identifying those responsible, and allocating resources
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An Analytic Project Can Take a Number of Forms

Workforce Analytic Analytic Analytic
Reporting Insights Engagements Investigations

Data and Metrics Packaged Analysis Hypothesis Testing Open Investigation

A Structured HR Reports A Set Topics A Tailored Offering A Custom Offering

A Reliable Delivery A Data Specification A Iterative Process A Data Mining

A Customized to Needs A Report Template A Onsite Reporting A Model Building

Comprehensive package to A structured analytic helps Analytic Engagements offer an Analytic Investigations are data

meet workforce reporting and organizations realize the ad-hoc consulting service that mining projects which differ from

strategic needs. business value contained measures links from human an analytic engagement in the
within their workforce data. capital to organizational degree of exploratory analysis.

Sophisticated and reliable effectiveness.

reports tailored to your Proven methodologies The focus is more on model

organization and delivered to generate insights into Strategic decision making building than on model

your desktop i KPI dashboard, workforce issues that impact evolves from being based on verification.

scorecards, drill down facility, organizational effectiveness. intuition to being based on

and multi-dimensional cubes. knowledge.

Access to data Issue focused and decision oriented
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Analytic Insights i A Growing Taxonomy of Options

Aging
Workforce

A Do we have an ageing
workforce issue?
A Where is the problem

Cost of
Turnover

A How can we reduce the
cost of turnover?
A Where should | target

Cost of
Absence

A Where should we target
absence management
strategies?

Internal
Labor Market

A Is mobility/career
development comparable
across diversity groups

going to be most acute? retention programs? A What is the cost of (e.g., males and females,
absenteeism? graduates vs. non-
graduates)?
Performance Insight Insight

Management

A Are high performers
progressing through the
organization or out of it?

A Are our compensation
practices optimally
aligned with our
performance
management system?
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Key Questions to Ask Any CHRO

1) What is the voluntary turnover of my high performers?

2) What was the average percentage increase in salary at the last Compensation review?

3) Which managers are net exporters of talent and which managers are net importers of talent?
4) What is the average revenue per salesperson?

5) What is the average span of control for the company?

6) What is the average position tenure and organization tenure?

7) What percentage of our workforce in critical job roles will retire over the next five years?

© 2013 SAP AG. All rights reserved.
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Case Studies on Gaining Insights into
your Workforce



Do we reward Managers who are net exporters of talent?

Top 10% of Managers who:

Transferred or promoted most Transferred or promoted most individuals
individuals OUT by Performance Rating IN by Performance Rating
Performance | Number of Performance | Number of
Rating | People Rating | People
13125 1-3|16
41116 4164
5|36 5|21

Average salary increase of top
exporters of talent (6%)

Average salary increase of top
importers of talent (9%)
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Conclusions

We do not adequately rewards managers who export their top talent to the rest of the organization.
We over reward managers who are net importers of talent from the rest of the organization.
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How can we increase average revenue per salesperson from
$800,000 to $1,000,000 using Workforce Analytics?

Average Revenue per Sales Rep

$1.400.000

$1.200.000

$1.000.000

$800.000

$600.000

$400.000

$200.000 -

$0 -
0 1 2 3 4 5 Average

Performance Rating

Break even is in the third year of employment
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For our Sales Reps how does voluntary labor turnover vary by
performance rating and position tenure?

Total voluntary labor turnover (8%)
Total voluntary labor turnover Sales Reps (16%)

Voluntary Turnover By Performance Rating

Performance Rating | Voluntary Turnover
Not Rated | 16%

38%

19%

12%

18%

22%

Average | 16%

AW |IN|F
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For our Sales Reps how does voluntary labor turnover vary by
performance rating and position tenure?

Voluntary Turnover of Sales Reps by Performance Rating by
Position Tenure
Position Tenure

Performance | <1 Yr 1-2 Yrs 3-5Yrs o+ Yrs Total
Rating

Not Rated 16% - - - 16%
1 - 32% 55% 25% 38%
2 - 26% 24% 16% 19%
3 - 17% 11% 18% 12%
4 - 14% | 36% 20% 18%
5 - 10% | 27% i 220
Total 16% 14% 18% 9% 16%
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Conclusions

Do we dismiss poor performers in their second year of employment inconclusive from information available?

We are loosing too many high performers who have been in their current position for more than three years.
Why?

I Lack of promotion options
I Lack of career options
I Poorly defined employment value proposition

How do we get Average Revenue per Sales Rep over $1mil per year?
Reduce recruitment of poor performers
Address poor performance quicker
Retain more high performance Sales Reps (4 and 5) in the 3-5 years of position tenure
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Span of Controlé A&ase study



Span of Control: Average by Regions

Division Industrial Products

Regions Avg Span of Control | Avg Rev per Sales Rep
North America 6 $1,200,000
Europe 7 $1,380,000
APAC 9 $790,000
Division Consumer Products

Regions Avg Span of Control | Avg Rev per Sales Rep
North America 14 $780,000
Europe 12 $735,000

APAC 13 $605,000
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Span of Control: Average by Regions

Division Industrial Products

Regions Avg Span of Control | Avg Rev per Sales Rep
North America 6 $1,200,000
Europe 7 $1,380,000
APAC 9 $790,000
Division Industrial Products

North America Avg Span of Control Avg Rev per Sales Rep
East 5 $1,420,000
Central 9 $935,000

West 4 1,520,000
Average 6 $1,200,000
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Span of Control: Industrial Products (cont.)

Division Industrial Products

Regions Avg Span of Control | Avg Rev per Sales Rep
North America 6 $1,200,000
Europe 7 $1,380,000
APAC 9 $790,000
Division Industrial Products

Europe Avg Span of Control Avg Rev per Sales Rep
UK&I ) $1,620,000
Southern 10 $865,000
Central 6 $1,815,000
Northern 5 $1,540,000
Average 7 $1,380,000
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Span of Control: Industrial Products (cont.)

Division Industrial Products

Regions Avg Span of Control | Avg Rev per Sales Rep
North America 6 $1,200,000
Europe 7 $1,380,000
APAC 9 $790,000
Division Industrial Products

APAC Avg Span of Control Avg Rev per Sales Rep
China 12 $695,000

Japan 8 $855,000

ANZ 7 $1,140,000

India 9 $735,000
Average 9 $790,000
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Observations and Conclusions

Aggregated data ranges from being useless to dangerous
Generally not acted on: useless
Occasional basis for decisions: dangerous

With Industrial Products a lower span of control generates a higher level of revenue per Sales
Rep.
Optimum seems to be 4-5
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Example: Quantifying Differences in Profit/FTE for High- and Low-

Turnover Stores

A retail firm identifies the 96 stores whose Termination
Rate is in the 25t percentile of all stores for both 2010
and 2011,an d

7Sthpercentil e

Profit per FTE

2011 Termination Rate

nAO.
bot h

t hese
f or

cal l s

Store Termination Rates (2010 vs. 2011)

140 %o

120 %%

100 %%

80 %

60 %%

40 %

20 %%

AAO stores generate $6, 000 me
Profit/ FTE than AFO0O stores.
The 98 stores above the
years are called AFO.
Di fference in Profit/FTE of inAO
($6,182)
Profit/FTE
F

ZGIC}{:

2010 Termination Rate

40 Sa 60 %o 80 % 100 S5 120 &%

140 54
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Quantifying the ROI of Training

$601
$600 _ o
Sales reps with more training
ss00 dramatically outperform reps | 9530

e with less T at all levels of
>
g $400
wn
Q@
S
0N ©
= é $300
=) 5
S o
c c
< E g0
®
(@)]
o
g
Z $100

$0

< 3 Months 3 -6 Months 6 - 12 Months 12 - 24 Months 24 - 36 Months 36+ Months
Employee Tenure
mmm Annual Difference Between All and No Courses —4—No Courses = =Some Courses epes Al Courses
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Analytics Links Human Capital Management to Business Outcomes

Employee
Attitude

HCM Practices HCM Outcomes

AEmployment Branding AEngagement

ATraining & ARetention
Development APerformance

ATalent Management ACapabilities
(mobility, tenure, etc) AExecution

AStaffing Mix & Fill

Adapted From: 6 T h e

E m@ustorgeeer of i t

Customer
Impression

Customer and
Operational
Outcomes
ACustomer Satisfaction

(survey results on
service, on operations)

AOperational Excellence
(in stock, speed,
efficiency, quality)

Chain at

Sear so6 i nFebll®98v ar d

Revenue Growth

Profitability
AMargin Rate
ATotal Profit

Financial Outcomes

ARevenue/Sales
(v.Budget/Goal, same
store sales, sales from
new initiatives)

AExpenses (trend, rate
to revenue,
v.Budget/Goal,
controllable/non-
controllable)

Busi ness Revi ew, Jan
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Example: Employeei Customer Profit Chain

A Compelling Place to Work

Employee
Retention

Attitude
About the Job
V4
Employee
Behavior
Attitude
About the
A 4
Company

A Compelling Place to Shop

A Compelling Place
to Invest

Return
on Assets

Operating Margin

1
1
Customer :
Service Recommendations :
1
1
A |
Helpfulness [
1
1
1
1
- 1
1
Customer —
Impression

Merchandise

Value

5 Unit Increase in
Employee Attitude

Drives

Source: The Employee-Customer-Pr o f i t
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Customer
Retention

Revenue
Growth

0.5% Increase

1.3 Unit Increase in Customer : iIn Revenue
Impression Drives Growth
Sears in -beHA9O8 ard Business Revi ewbd, Jan




Example: Engagement Drives Performance Two Paths

Engagement é

édrives
and intent to
stayé

efdroegul ting
improved performance

and retentionégé

Employee
Engagement

A\ 4

Discretionary
Effort

A 4

Performance T~

i néwhi ch
branch performance.

dri ve

A 4

Intent to Stay

A 4

Branch
Profitability

Retention
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Example: Model Tested: ABC Retall Bank

Engagement data é¢Customer survey scoreépapdict Branch financi ¢
I ntegrated wiumaén capital metrics peafermance

Discretionary Performance
> Effort » (Customer
Satisfaction 2011)

Emplovee Branch
= ploy t Profitability
ngagemen (2012 Profit
(Gallup 2010) oer FTE)

Retention
- | (2011 Branch s
"| Intent to Stay "| Voluntary

Termination

Rates)
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Example: Result ABC Retail Bank

Employee-Customer-Value Chain:
|dentify areas of focus to improve store performance
Help prioritize people investment decisions

Quantify Impact of Engagement:
A 10% increase in engagement drives
2 unit increase in customer satisfaction drives
7.5% increase in Profit per FTE

This equates to a total increase in profit across the sampled branches of approximately,
$27,000,000. Across total company the increase in profit would be $55,000,000.
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Example: Linking Engagement/Human Capital To Financial

Performance
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Example: Prioritizing HR Initiatives At ABC Retail Bank

Interaction of Manager Tenure and Employee Engagement on Customer Satisfaction

1.

Employee engagement is a strong driver of
customer satisfaction through greater discretionary
effort.

Engagement is critical for customer satisfaction,
but matters most in stores with low manager
tenure.

Experienced managers provided clear expectations
and guidelines for employees reducing importance
of discretionary effort.

HR efforts now focused on retention of managers
and identifying and transferring best practices.

HR interventions should be focused on stores with
low managerial tenure and low employee
engagement. These interventions should aim to
raise engagement and increase the skills of the
managers with less experience as you can't readily
increase their tenure.

© 2013 SAP AG. All rights reserved.
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Where to Find More Information

White Paper: How to Build an HR Analytics Center of Excellence
This paper describes a range of approaches to establishing a centralized structure for delivering workforce analytics.

http://www.successfactors.com/en us/Ip/ppc/build-an-hr-center-of-excellence.html

Article: Workforce Data in the Boardroom
Published in the IHRIM Workforce Solutions Review, the article outlines common challenges to presenting workforce metrics to senior executives
and offers examples of strategic metrics that illustrate workforce risks, opportunities, and costs.

http://www.successfactors.com/en us/download.html?a=/content/dam/successfactors/en us/resources/white-papers/workforce-data-in-the-
boardroom.pdf

Case Study: Black Hills (Utilities Firm)
Outlines how Black Hills is using the SuccessFactors suite, including Workforce Analytics & Planning, to more strategically manage its talent base.

http://www.successfactors.com/en us/download.html?a=/content/dam/successfactors/en us/resources/case-studies/black-hills-cs.pdf

Book: Ward, Dan and Tripp, Rob,fi Po s i t i AmerecdnoManagement Association (2012)
Offers a collection of articles written by global thought leaders on how organizations can tackle the ongoing supply and demand challenge of having
the right people available at the right time.
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In 2012, 100%+ Growth in Firms Choosing SuccessFactors for Workforce

Analytics & Strategic Workforce Planning
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