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Getting Started with HR Metrics:

cles and hear presenters at trade

shows tout the importance of HR
metrics. This magic bullet of informa-
tion — business intelligence in HR
clothing will finally earn HR that elu-
sive seat at the executive table. But
you are a small to mid-sized company,
and you don’t have an extra HRIS ana-
lyst to devote to producing metrics for
the head of HR or your CEO. You
don’t have the extra budget for a con-
sultant or a new system to pull this
data from your HRIS system. And, the
information for these metrics is not all
located in the HRIS system anyway.
Are you out of luck?

Not at all. If you are writing reports
you are on your way to producing
meaningful HR metrics. For most com-
panies, producing a set of HR metrics is
about getting the promised value out of
the company ERP system. The problem
is for many HRIS folks, getting the
information out is still not that easy and
the information necessary for more
strategic reports, i.e. HR metrics, is
stored in disparate systems. So the
question remains, how does a smaller
organization take full advantage of what
they have inhouse without investing in
another large-scale solution?

And that is only one of the ques-
tions you might have. How about:
“What’s the difference between a
sophisticated report and HR metrics?

E verywhere you turn you see arti-
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A Short Course for Small to
Mid-Size Companies

By France Lampron

What do you need to know about met-
rics as an HRIS professional? Is this
just a buzzword that will eventually
disappear or transform itself into yet
another new buzzword? How does it
differ from the kind of HR reporting
you’ve been doing for years? Will you
need new tools or will you need to
learn a new technology?

Getting Started: What is the
Difference Between Reporting
and Metrics?

Put simply, HR metrics is about
measuring the impact your employees
have on corporate performance.
Identifying HR metrics requires inti-
mate knowledge of your business and
is most often left as a task to HR and
corporate executives. Examples of
common HR metrics include: termina-
tion rate, staffing rate (by gender, by
the ethic background, etc.), revenue
per FTE (full time equivalent), employ-
ee engagement, cost of turnover, mana-
gerial bench strength, employee at risk
factor, profit per FTE, training invest-
ment per FTE, ROI of training, cost per
hire and new hire failures.?

Typically, as an HRIS professional,
you will not be directly responsible for
determining what HR metrics to pro-
duce but it will help you if you under-
stand the research that’s been done on
this topic. Certainly, more knowledge
will help when it comes to evaluating

consulting companies or vendors’ tools
for an HR metrics project. It should
also be mentioned that there are organ-
izations that offer a service to compa-
nies for producing HR metrics reports,
in which case you only need to feed
raw data to them.2

The Technology Side of
HR Metrics

Many companies have installed
large ERP systems with the goal of con-
solidating all of their HR data under
one HRMS system. But the reality is
that many critical metrics such as
financial data and recruiting costs
reside in different systems. For exam-
ple, an HR metric that tracks employee
retention, such as a function of
employee training, requires informa-
tion from the main HRMS whereas
turnover information and corporate
training class enrollment reside in
external databases or even spread-
sheets where one-on-one and external
training classes are recorded.

Creating and Using a Data
Warehouse or Data Mart

The best practice for dealing with
disparate data is to create a data ware-
house or data mart. Data warehouses
and data marts can be described in
simple technical terms as a central
location where data from disparate sys-
tems is stored to maximize query per-



formance. Data warehouses also facili-
tate trend analysis over sequential time
periods — a key factor in producing
meaningful metrics — as well as the
slicing and dicing of data across multi-
ple dimensions of data.

One key challenge to an HR metrics
project is to ensure that you have the
right tools to extract data from various
sources and to upload this data to the
data warehouse on a regular basis
without too much manual interven-
tion. It pays to invest in an easy-to-use
reporting and data extraction tool that
is capable of reading data from a wide
variety of databases and is capable of
automatically uploading the extracted
data into a data warehouse. These tools
range from what comes bundled with
an ERP system to tools which provide
the non-technical user with a simple
GUI driven interface for simple to
sophisticated data extraction and
report writing and stopping just short
of three dimensional Online Analytical
Processing (OLAP) analysis.

HR metrics often aggregate data
from many reporting periods and also
tend to require multi-dimensional
capabilities since the same measure
needs to be looked at from many differ-
ent angles. It is typical to expect that
executives will want to examine HR
metrics by various workforce and
demographical dimensions such as
business unit, division or branch, age
groups, ethnic background, region,
salary range, etc. A key tip is to track
historical information on such dimen-
sions if you plan on implementing HR
metrics that will require them.

Getting Started with a Data
Warehouse on a Shoe String
Budget

Many companies today use a stan-
dard relational database as their data
warehouse. It keeps costs down
because if you use the same database
technology as your HRMS database
and your reporting tool is flexible
enough, you will even be able to query
this data warehouse with the same tool
(thus reducing training time). Also,
before you get started, invest in a train-
ing class to understand how to use the
standard OLAP services that come
bundled with your database, whether
it’s IBM DB2, Oracle or Microsoft SQL
Server. Using OLAP services, you can
take advantage of multi-dimensional
analysis and trend analysis over vari-

ous time periods. Bear in mind here
that T am over simplifying the process
of creating a data warehouse. This
description is its simplest form, a
reporting database. However, when
OLAP services are involved, it requires
additional knowledge of concepts such
as Fact, Dimension, Star Schema and
Cubes. These concepts warrant training
classes and workshops. If your budget
can afford it, look into OLAP-based
tools. If your budget does not allow it,
look for tools that provide drill-down
capabilities and an easy way to aggre-
gate and rollup data in different ways.
Other lessons learned from working
with many companies to implement
data warehouses and marts include:

e Begin with something small. Don’t
try to support too many HR met-
rics at first. Use your initial pilot
project to understand the technol-
ogy and understand your organiza-
tion needs and how they will
change over time.

e Don't begin a project until manage-
ment clearly identifies the metrics.

e Don't start the project by buying
the tool, wait until the require-
ments have been finalized, and
then go shopping. You do not
want to run the risk of buying a
tool that looks good and comes
with lots of pre-defined HR met-
rics just to find out six months
later that most of it has to be
thrown away because the execu-
tives want different metrics.

e Expect that you will get frequent
requests to change what’s being
measured and how it’s presented.
After all, these measurements are
to help corporate performance
and over time different initiatives
will be put in place to stimulate
it. Those initiatives will need to
get measured.

e Make sure you have a tool to auto-
mate the data extraction scripts so
you can feed your data warehouse
frequently. If the data-gathering
process is manual, you will likely
never be able to keep your data
warehouse up-to-date.

e If you take on the task of produc-
ing HR metrics internally, make
sure you have a tool that can
quickly generate executive dash-
boards and other highly graphical
reports to executives and man-
agers who need this information to

make decisions.

e Make the information available to
a portal so that the business units
and executives can detect issues
as soon as possible. Information
timeliness is often more important
than sophisticated metrics.

e If you implement an interim solu-
tion and plan on buying an HR
metrics solution or plan on out-
sourcing HR metrics to a vendor,
make sure you won'’t have to
recreate all the scripts that extracts
the data or make sure it will be
relatively easy to re-create them.
This is where most of the work is
from an HRIS standpoint.

e [f there is no process in place to
collect the data needed to measure
performance indicators, there is
no way to measure anything.
Putting processes in place is key.

Challenges and Observations

In the end, there are basic questions
that come with every project including,
“Are you the HR data warehousing
team?” What can your company afford
to spend to make this happen? As we
have outlined, you can start by build-
ing a relatively simple data warehouse
or data mart, but this will require some
minor tool investment, and more
importantly your time.

Then there are the decisions to
make in regard to data. Where will
your measurements come from? Can
you easily transform data from surveys
or other reports into raw data that can
be measured?

Also, the nature of HR metrics is
that what you need to measure today
will change fairly rapidly, and in fact,
what is being measured will depend
on the problem of the hour. Add this to
the larger, strategic metrics that will
typically change every year in line
with the business priorities and HR
initiatives, and you realize you need to
build and use an easy- to-use, highly
functional warehouse of data.

When it comes to measuring people,
the same measure does not apply to
everyone. For example, sales people
can easily be measured based on how
much revenue they generate, but what
about customer service representa-
tives? As business priorities change, a
new or different metric is required.
Will you be able to keep up with these
changes? Even if you have metrics,
you will always need adhoc reporting
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on those metrics.

HR metrics opens up a new chal-
lenge and opportunity for HRIS.
Learning a new skill (OLAP) and
adding to your company’s ability to be
strategic and more profitable are
enough to propel you through an inter-
esting project. There’s a lot to be
learned from the data and the ability to
present it to corporate executives raises
the level of HR to a partner instead of a
service department. And as you will
see, there is gold in those hills of data.
Gold that only you can find for your
company.

Endnotes

1 The Corporate Leadership Council
has a Web site entirely dedicated to
this subject (www.clecmetrics.com).

2 The Corporate Leadership Council
(www.corporateleadershipcouncil.com).
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