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MEASURING HR

o
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What So? Human Capital ROI,
Enterprise Performance Metrics,
Employee Engagement, Balanced
Scorecards and HR Dashboards
... everyone has been busy trying
to understand and put a rope
around this whole discipline of HR
Metrics. And to a large extent,
though well-intentioned, our inde-
pendent efforts have driven us
further away from a useful, com-
mon understanding.

A recent project included
researching the metrics used by
various HR organizations and we
looked at over 30 different metrics
models or approaches. Two
things were clear from that effort.
First, the various definitions of
“HR” or “Human Capital” metrics
covers a broad spectrum ranging
from HR costs and transactions
measures, to HR process meas-
ures and cycle time results.
Some, but not many of them,

FOCUS

included HR — Operational pro-
ductivity measures such as reve-
nue per employee, dollar margin
per sales maker, profit before tax
per employee, etc. All in all... no
real surprises there.

The second conclusion was the
growing trend of including
employee engagement statistics
among the metrics. Again no sur-
prise — until we looked at how they
were defining and measuring
“engagement.” Looking across 30
organizations, we saw 20 different
views of what engagement meant.
The surprise was that many of
them looked just like the climate or
employee satisfaction surveys of
yesteryear. A far distance from
what the concept of engagement
was originally meant to measure
and the impact it was meant to
have on business results.

Employee Engagement was ini-
tially espoused by the Gallup

Organization based on an exten-
sive, longitudinal study of man-
ager effectiveness in the views of
both managers and employees. In
essence, it was about positioning
employees to succeed in a way
that ensures the organization’s
strategy succeeds. It clearly
wasn’'t about happy employees, or
satisfied employees, or visionary
leaders. It was about the manage-
ment practices that made employ-
ees feel the most connected to
and engaged in their
organization’s plans and efforts. It
was about 12 very fundamental
questions that boiled down to a
final engagement score. It wasn't
about different degrees of engage-
ment, passively or actively
engaged, or passively or actively
disengaged people.

But over time, the concept has
been expanded, built on, and,
quite honestly, complicated, to the
point of confusion and the lost
focus we have today.
Unfortunately, amid all the chatter
and clutter, another equally impor-
tant Gallup finding went largely
unnoticed. Their “Human Sigma”
approach focused on reducing the
variance in key employee-cus-
tomer outcomes, and looked at
the intersection between
employee engagement measures
and customer engagement meas-
ures. Human Sigma took engage-
ment a step further and connected
it more directly to an
organization’s business perform-
ance. While employee engage-
ment dealt with employees’ and
managers’ effectiveness at per-
forming their roles, Human Sigma
looked at the value creating
impact of that performance. In
short, Gallup found that enterprise
value is created not by engaged
employees - but by employees
engaging effectively with custom-
ers.

So What?! Think about it this way.
Every employee in your organi-
zation makes decisions at work
each day that directly or indirectly
affect the customer’s experience

with your company. No matter
what their role, they take steps or
perform tasks that are customer-
facing, or, they support or impact
someone else who is customer-
facing. From the administrative
assistant answering a VP’s
phone, to the billing clerk in
accounts payable, to the shipping
coordinator who tracks the cus-
tomer shipments or deliveries, to
the maintenance team who keeps
the HVAC working properly, to the
technical support or claims people
who handle the customer’s instal-
lation problems or complaints —
every single role in the company
somehow impacts the customer’s
total experience with your com-

pany.
While many recognize this
employee-customer connection,

most don’t really recognize its sig-
nificance. At the end of the day,
month, quarter or year — it's not
your C-Level leaders, the board of
directors or the shareholders that
tell you if you had a great strat-
egy. It's the customers — and the
decisions they make each day
about your products and services
- that tells you how good or suc-
cessful your strategy was. And
those customer decisions are
driven by the workplace decisions
your employees make each day
as they engage the customer or
engage each other to better serve
that customer. If employees
aren’t engaged around the drivers
that create value for customers,
then engagement will ultimately
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