85% of CFOs rank workforce expenses
as a critical budget variable.

Chief Financial Officers consistently
place talent costs among their top
three concerns. Yet, this critical asset
is often managed with the least
analytical rigor.

85%

Source Serif Pro
(PwC, 2022)
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We apply multi-year ROl analysis to equipment,
but approve headcount with crude ratios.

This fundamental disconnect creates a strategic blind spot. We scrutinize a $100k equipment
purchase with detailed payback calculations, while multi-million dollar hiring budgets are often
approved or denied based on simple headcount ratios, not a rigorous analysis of value.
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The High Cost of Analytical Neglect

Mismanaging human capital isn’t just inefficient; it creates significant, often

invisible, liabilities across the business.

S

Strategic Failures

30%

of M&A failures are directly
linked to cultural integration
problems and the loss of critical
talent, jeopardizing billions in
expected value.

Direct Costs

$10M - $22M

Voluntary turnover costs 90% to
200% of an employee’s annual
salary. For a 1,000-employee firm
with a $75k average salary and 15%
turnover, this is an annual loss.

Lost Innovation

92%

Companies with strong learning
cultures are 92% more likely to
innovate. Underinvesting in
capabilities means ceding ground
to competitors.

(Corporate Leadership Council, 2006; Marks & Mirvis, 2011; Bersin, 2019).
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The Path Forward: From Reactive Cost Center to
Proactive Value Creator

The solution is not about better HR metrics; it’s a fundamental shift in business
philosophy. It requires adopting the analytical rigor of Finance and Operations to
connect workforce investments directly to business outcomes like customer retention,

revenue productivity, and shareholder value.

Proactive

e Value Creation
e ROI Analysis
e Business Outcomes

Reactive

e Cost Minimization

e Headcount Ratios

e Compliance Metrics
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The Strategic Value Toolkit:
Six Lenses to Quantify Human Capital ROI

We can make the value of human capital visible and quantifiable by applying six proven analytical
lenses. Each provides a different perspective on how people drive business performance.

Forecast People 0Qo0 r‘@ Link Stability to

Costs for Growth (L) @_J Customer Value

Human Capital
ROI

Role Costs

Calculate Unfilled ® @ Quantify Capability
Gap Costs

Model Workforce Q 2 Integrate Talent
Risk Scenarios into M&A
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Lens 1 & 2: Connecting People to Customer Value

and Capability Gaps

i Link Stability to AL
Vanguard Customer Value @

Challenge
Retaining high-value clients.

Analysis

Revealed clients with advisors tenured >5
years had account balances 20% higher than —
those with newer advisors.

Action

Shifted retention investments to mid-career
advisors, reducing turnover in this critical
segment from 11% to 7%.

Quantify Capability {‘:’g
Schnmder .
77 Gap Costs O@

Challenge
Capturing revenue from new digital services.

Analysis

Identified a critical technician skill gap that
represented $3.2 million per month in lost
service revenue potential.

Action

Justified a $12M upskilling investment that
paid back in 7 months through service
revenue growth.
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Lens 3 & 4: De-risking M&A and Modeling Business Shocks

Integrate Talent into M&A Model Workforce Risk Scenarios

] 4 8
"‘l”lr - .
y -..,-_ I i i ¥R L K |
= 1"..|I_F'|.. 4 % 1 | L .-_;'_'" | d W

(e a bleduy
Challenge Challenge

Preserving value in a $15.7B acquisition by retaining Managing nurse staffing during economic volatility.
key innovators.

Analysis Analysis

Pre-close analysis identified 150 critical employees Modeled that each 1% increase in nurse turnover
whose departure would cripple product drove a 0.7% increase in patient safety incidents and
development. significant financial penalties.

Action Action

Proactive retention packages and career pathing Analysis proved that maintaining retention

led to 94% retention of critical talent in the first investments during downturns generated positive
year, accelerating innovation. ROI by avoiding penalties and safety costs.

7 >
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Lens 5 & 6: Capturing Lost Revenue and

Fueling Strategic Growth

Role Costs

el Calculate Unfilled @
=1l

Challenge
Slow hiring for Customer Success Manager (CSM)
roles.

Analysis

Each unfilled CSM role represented $1.2 million in
delayed revenue capture—more than 10x the
hiring cost.

Action

Justified increased recruiter headcount and
proactive pipelining, reducing time-to-fill and
adding $400k in incremental revenue per hire. —

Forecast People (%Q%

HubSE®
uoSppt Costs for Growth Anﬂﬂ

Challenge

Sales capacity was consistently lagging behind
market demand.

Analysis
Modeled the 12-month learning curve for new sales
reps to reach full productivity.

Action

Began hiring sales teams 9-12 months ahead of
revenue targets, generating an additional $30
million in revenue over three years. —
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The Analytical Playbook: Core
Methodologies.

CustomerValue % CapabilityGaps (37 MaAlntegration 5
(6% / =

 Customer cohort analysis » Technology adoption velocity * Pre-deal talent mapping

* Relationship tenure modeling e Error and rework quantification * Capability gap assessment

* Service quality attribution * Innovation pipeline analysis ¢ Cultural compatibility analysis

e Defection interviews » Compliance/risk exposure » Compensation harmonization
modeling

Risk Scenarios @ffv» Vacancy Costs @ﬂ% Growth Forecasting %

 Turnover shock analysis  Revenue-per-employee modeling * Revenue-driven headcount modeling
e Hiring freeze impact e Productivity multiplier analysis « Capability roadmapping

e Capability degradation modeling e Innovation velocity impacts e Scenario-based budgeting

» Growth acceleration requirements  Customer satisfaction attribution » Total talent cost forecasting
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The Maturity Gap Creates Competitive Advantage
for Early Adopters

Most organizations are data-rich but insight-poor. The ability to translate workforce
data into business strategy is a rare and powerful differentiator.

67% of Fortune 500 companies
collect extensive HR data.

8% have predictive
models that
inform

business
strategy

Companies that forecast people costs with revenue-model rigor can optimize hiring
timing, avoid costly cycles, and align capability building with strategic imperatives.

(Bersin, 2013)
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Building a Sustainable Advantage:
Three Foundational Pillars.

Moving beyond project-based analyses to build permanent capability requires a
systematic approach focused on technology, leadership, and learning.

il
1. Institutionalize
Analytics

Embed workforce analytics
into core business

processes and
governance, treating

people investments with
the same rigor as capital.

O
=>
00
I

2. Empower
Line Leaders

Shift accountability for
talent outcomes from HR to
the business, equipping
managers to build their
teams’ capability and
engagement.

Q\b

3.Create a
Learning System

Move from slow, event-
based training to a
continuous learning
ecosystem that builds skills
within the flow of work.
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Activating the Pillars: Integrating Analytics and
Empowering Leaders.

i . O
/\/'ﬂ Institutionalize —> Empower
. 00 I;

ﬂﬂ['@ Analytics |22 Line Leaders

How: How:

e Invest in integrated HRIS to connect  Incorporate workforce metrics (retention,
people data with financial and operational succession depth) into line leader
systems. scorecards and incentives.

» Develop data literacy so leaders can e Push workforce planning down to
distinguish correlation from causation. functional leaders, requiring multi-year

talent strategies.

o Establish governance where workforce e Provide simple tools and analytics for skill
investments face the same scrutiny as assessment, development planning, and

marketing campaigns or CapEx. retention risk identification.
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Activating the Pillars: Building a Continuous

Learning System

The goal is to evolve beyond reactive, classroom-based training to a system where
employees develop capabilities through work, not separate from it.

Practice Opportunities

Use stretch assignments, project
rotations, and problem-solving teams
to build skills while delivering
business value.

/o

ik
ey

Real-Time Feedback

Implement peer coaching, manager
conversations, and digital tools that
reinforce learning as it happens.

Technology Enablement

Leverage digital platforms for on-
demand microlearning and
performance support tools that provide
job aids at the point of work.

Collective Intelligence

Use knowledge management systems
and communities of practice to
capture and scale expertise across the
organization.
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The Choice: Administrative Support or a Core
Strategic Capability.

The competitive stakes are escalating. Organizations that build sophisticated human capital
analytics will generate insights competitors cannot replicate, optimize talent investments
while peers waste resources, and build capability advantages that compound over time.
Those that persist with administrative approaches face mounting disadvantages.
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The Returns Justify the Investment

“This transformation proves neither
easy nor quick, but the competitive
advantages and financial returns
justify the investment.”



