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We are pleased to report that the proposal for an ISO International Workshop
Agreement (IWA) on Self-declaring the Application of ISO 26000 was dismissed
by the TMB at its meeting on 17 and 18 September 2012. This is a success for the
IOE, as acceptance of the proposal would have jeopardised the guidance character
of 1ISO 26000.

Regrettably, the proposal for an ISO Compliance Programs Management
Standard was approved by ISO member organisations (9 votes in favour, 5 votes
against and 2 abstentions). With the support of member input, the IOE opposed the
proposal, principally because of its potential for increasing the bureaucratic burden
on companies.

We would like to thank all member federations who maintain contact with their
national standardization organization to acquaint them with the perspective of
business with regard to ISO initiatives and we will keep you informed of further
developments.
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Iso Human Resource Management ISO/TC 260

Secretariat: United States (ANSI)
Secretary: Jason Knopes

MINUTES OF MEETING

ISO /TC 260 on Human Resource Management

Report of Meeting #1 held November 10 and 11, 2011

Washington, DC, United States of America
Secretariat: United States of America (ANSI)

Opening Plenary: Thursday, November 10, 2011

M1.1

M1.2

Opening Remarks
The Secretary of ISO/TC 260, Jason Knopes, opened the meeting by notifying the

meeting members that Lee Webster from the United States (U.S.) was approved
by the Technical Management Board of I1SO to Chair ISO/TC 260 and to lead TC
260 meetings through 2017. Lee Webster welcomed the delegates to the 1°*
Plenary of ISO/TC 260 and thanked the ANSI and the sponsors of the meeting
for their hospitality and the quality of the meeting facility. He noted the
uniqueness and the potentially expansive influence that human resource
international standards could have in the future. He noted that besides the
delegates, a gallery of observers was also in attendance at the meeting and he
welcomed their presence.

Joseph Tretler, the Senior Director of International Technical Programs and
Services at American National Standards Institute (ANSI) then welcomed the
delegates and guests to the 1 ISO/TC 260 meeting on behalf of ANSI.

Roll Call of Delegates

The secretary called the roll of the ISO/TC 260 Participating (P) and Observer (O)
Member Bodies and Liaison Organizations. The following is a summary of the
bodies present.

P-Members Present (10 out of 13)

Finland ( SFS)
France ( AFNOR
Germany ( DIN)

Pakistan ( PSQCA )
) Portugal ( IPQ)
Sweden (SIS )

Netherlands ( NEN) United Kingdom ( BSI )

Norway ( SN )

United States ( ANSI )
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O- Members Present (1 out of 19)

Israel (SII)

Liaison Organizations (0 out of 1)

A copy of the registered delegates list is included in Annex A.

M1.3

M1.4

M1.5

M1.6

Adoption of the Meeting Agenda

The Secretary noted that a revised agenda has been circulated as N17 in order
to accommodate additional presentations that were made by attendees. The
Chair asked for approval of the revised agenda.

Agenda was approved.

Appointment of the Resolution Drafting Committee

The Secretariat described the purpose of the Resolutions Drafting Committee
(RDC) and then the Chair asked for volunteers to join the Secretariat on the
RDC. The following members agreed to participate: France, UK, Germany, U.S.
and Netherlands.

Report of the Secretariat

Referencing the Report of the Secretariat (N20), the Secretary advised that the
ISO/TC 260’s current membership included: 13 P members, 19 O members, and
1 liaison organization. He informed the group that 10 P members and 1 O
member was present. The Chair stated that efforts have been made to
encourage other countries like China, Brazil, and Singapore to join the TC. That
outreach is ongoing.

He also used the PowerPoint presentation to explain to the attendees how this
Secretariat Report would be used in the future to describe the progress of key
issues since the previous plenary meeting.

Overview of ISO Standardization Process by TC Secretary
Referencing the documents, ISO Structure and Management (N19) and ISO
Technical Processes (N21), T. Vyze, ISO, Director of Standards Development,
described the standards development process and responded to questions
about the presentation. Some of the subjects he covered were:

e Member bodies’ structure

e Governance and committee activities

e Participation requirement

e  Working group level

e Anoverview of the ISO Directives

e The roles and responsibilities of new TCs

During this review the delegates were informed that ISO/TC 176 (Quality
Management) had become a liaison with this TC.
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mM1.7

M1.7.1

M1.7.2

M1.7.3

The Chair initiated a discussion about what would be the right number of
meetings per year. He stated that the World Federation of Personnel
Management Associations (WFPMA) is hosting a World Congress in Australia in
September in 2012. The WFPMA was interested in having the next TC meeting
co-located with their Congress. Chair stated that one challenge is that
Standards Australia (a P member) would need to agree to sponsor the TC
Plenary first. The German, Pakistani, Norwegian, and US Delegations believed
there should be at least two TC meetings in 2012 to maintain momentum. The
Portuguese Delegation thought that one meeting per year was sufficient and
the working groups could make progress between these annual meetings. The
Dutch Delegation stated that a meeting every 9 months might be the right
compromise. The French Delegation was still interested in making the meeting
at the World Congress work. They stated that a meeting in April or May could
still allow for a September TC meeting as well. The Secretariat recommended
that this discussion be postponed until the following day.

Presentations by ISO/TC 260 members and Liaisons

French Delegation Presentation

Referencing the French Presentation (N22), Head of the French Delegation,
described their view of how the global standards work could proceed. The
Delegation described the concept of Human Governance and a structure for the
standards development activities and indicated that it would be their proposal
for a new work item. Improving the decision making and involvement of
corporate boards in workforce matters should be one of the goals of this
standards work. The Delegation identified potential sub-groups and
workgroups that should be considered and emphasized the importance to build
a relationship with in parties who created the Social Responsibility standard, 1ISO
26000.

Israeli Delegation Presentation

Referencing the Israeli Presentation (N23), Head of the Delegation from Israel,
described their view of how the global standards work could proceed. He began
with an overview of the Israeli national standardization infrastructure and
described some of the accomplishments the have achieved, particularly in
having academic institutes train students for accreditation. He indicated that
the national HR community does not have professional qualification and that
should be developed.

Dutch Delegation Presentation

Referencing the Dutch Presentation (N24), Head of the Delegation from the
Netherlands, described their view of how the global standards work could
proceed. She highlighted the work that has been done in developing
employment sustainability standards and described the structure and purpose
of this standard. The Delegation indicated that they were planning to submit a
New Work Item “Managing Sustainable Employability” as a workgroup under
ISO/TC260 and would like to lead this WG. They described the structure of NPR
6070:2010 (Sustainable Employablity) on multiple levels. One of the
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M1.7.4

M1.7.5

M1.7.6

M1.7.7

M1.7.8

participants asked how a code of practice like this could be enforced globally.
The delegate from the Netherlands stated that this would be a minimum
effectiveness standard that the marketplace would eventually demand
organizations follow. The French Delegation supported this document since it
would require employers to consider many different options before terminating
employees. The Chair stated that this subject merited additional consideration
and would be discussed later during the resolutions portion of the meeting.

Pakistani Delegation Presentation

Referencing the Pakistani Presentation (N12), Head of the Pakistani Delegation,
described their view of how the global standards work could proceed. The
Pakistani Delegates focus was on the development of HR measures and metrics
as a way to measure HR'’s and employees’ contributions at the “input” level and
at the “output.” The Output should be linked to deliverables. He provided
examples from his HR Measurement Metrics Survey Table.

Portuguese Delegation Presentation

Referencing the Portuguese Presentation (N11), Head of the Portuguese
Delegation, described their view of how the global standards work. The
Portuguese Delegate described the HRM System Portuguese Standard: NP
4427:2004. The intent was to create a structure or road map so that anyone in
an organization would be treated as an individual and to align their activities
with the vision and mission of the company. In 2006 there was strong European
interest in applying the standard. The German Delegation asked how many
companies are using the standard. Many companies are using the standard, but
choose not pursue a certification associated with it due to the cost of the
certification. The US Delegation stated that this standard focuses on the “why”
and “what” but not the “how”.

United Kingdom Delegation Presentation

Referencing the GB Discussion Paper (N13), S Walton, part of the United
Kingdom’s Delegation, described their view of how the global standards work.
She reviewed the work that has been done by CIPD and Investors in People to
develop national standards that could also be accepted within other countries.
The UK recommended that the first step should be to develop a taxonomy to
gain clarity about terms and to achieve consensus.

Swedish Delegation Presentation

Head of the Swedish Delegation, described their view of how the global
standards work. She described the importance of employer branding. Using the
Swedish Annual health Statement as an example she emphasized the level of
investment in health and safety product and services. Three issues for HR
professionals in Sweden are “burnout,” satisfaction at work, and functional HR
processes. The Delegate recommended that the first standard should be for a
specific area rather than a comprehensive document.

Norwegian Delegation Presentation
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M1.7.9

M1.8

Referencing the Norwegian Presentation (N27)Head of the Norwegian
Delegation, described their view of how the global standards work could
proceed. He indicated that the global standard should include input from senior
(top down) and lower level (bottom up) employees. The aging demographic in
Norway and much of Western Europe will require an emphasis on resolving
workforce issues in the future. He also indicated that collective bargaining units
(works councils) should be included in this discussion. The Portuguese Delegate
stated that to be competitive and accepted by the market, we should not
mandate measuring participation because that is the “how,” rather than the
“why” and the “what.” The French Delegation supported measuring
participation. The US Delegation stated that the research shows that behavior
must change before attitude, so participation must be measured in some way.

United States Delegation Presentation

Referencing the US presentation (N26), Head of the United States Delegation,
described their view of how the global standards work. He described the
American National Standards projects and future ideas for standardization
within the US. He then proposed that some of the US standards could serve as a
basis for ISO standards.

Discussion of 1ISO/TC 260 Work Programme and Potential New Work Item
Proposals

The Chair started the discussion by providing some observations. The
enthusiasm for the work has remained strong. He saw his role as helping the
group maintain that enthusiasm while focusing it on achieving relevant, near-
term target. The Chair discussed the concept of “should” and “may” means a
guideline in a standard, while the words “shall” and “must” indicate legal
requirement. If the group wants to give the standard user some flexibility, the
TC should write a guidance based standard. India has shown a real concern
about this since their government treats standards like law, requiring businesses
to follow them. These standards are not best in class, but instead minimum
effective standards. Why? Most organizations cannot achieve best in class
status due to resource limitations. Minimum effective standards are achievable.

The Chair added that one of the greatest accomplishments of this TC could be
the facilitation of the transfers of not only talent, but more so competence
across borders. With the current state of technology, skills and intellect are
obtainable across boundaries, surpassing the limitations of local immigration
laws. We could facilitate that. Once a standard is created, the research shows it
releases suppressed and misdirected economic energy rather than creates a
bureaucracy. We should lead that the charge to free that energy.

Finally the Chair offered support for working with the group that developed the
Social Responsibility standard and the ILO. He cautioned the group that the TC's
first project should not be ones that tread upon the areas already covered by
these organizations. The TC is too small currently to risk challenges from these
groups. He recommended the TC reach out and offer like-minded organizations
an opportunity to join TC 260 first.
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M1.9

M1.10

M1.11

The French Delegation thanked the Chair for his remarks and presented a
recommended structure for the TC’s initial work. The Delegation added that
these standards must not be solely guidelines, but also offer very clear
thresholds of performance. The Delegation agreed that the TC should be very
careful about maintaining a good relationship with the ILO and other potential
liaison partners.

The US Delegation explored the concept of sustainable employability. The
Delegation agreed with the UK Delegation that one of the most important things
the group could do would be to get agreement on terms. The exchange with
other Delegations included the value and nature of HR metrics and the role and
responsibilities of Corporate Boards in France. The German Delegation stated
that standards describing HR practices are too broad and should be more
specific. The other Delegations began to identify task groups and the one
workgroup they would like to participate in.

The Dutch Delegation initially proposed that its Sustainable employability
standard be a New Work Item Proposal (NWIP). After a discussion with the
Secretary about the best way to submit this proposal. The Delegation withdrew
this proposal, deciding to submit it to the TC at a later date.

ISO/TC 260 Business Plan — Discussion of 1** Draft

Referencing the Business Plan (N8), the Secretariat recommended that all of the
delegations review the business plan and be prepared to discuss their thoughts
about it at the next plenary meeting. He also discussed the purpose and use of
a business plan. The Chair added that he welcomes all comments about the
business plan. It principlally represents his thoughts and needs to be reviewed
and improved.

Identification of Open Issues
Remaining open issues were the resolutions.

Requirements Concerning Subsequent Meetings

The Chair stated that the World Federation of People Management Associations
(WFPMA) was interested in an 1ISO/TC 260 meeting occurring concurrent with
their own plenary meeting in September 2011. While some delegations thought
a concurrent meeting had merit, others wanted multiple meetings in 2012.
Arranging these multiple meetings could conflict with the timing of the WFPMA
conference.

The attendees expressed a concern that the group was too Western European
centric. It needed other voices from other regions and continents.

The members recommended that there be two meetings in 2012, one occurring
in April and the other in November. Although they needed to confer with and
gain approval from their local national standards bodies, the German Delegation
tentatively offered to host the next plenary meeting at the DIN office in Berlin.
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M1.12

M1.13

M1.14

The Delegation from the Netherlands tentatively offered to host the November
meeting. The French Delegation tentatively offered to host a TC meeting in
2013.

Any Other Business

All delegations encouraged the Secretariat and the Chair to seek out more
underdeveloped countries to participate in standards development. The
attendee also encouraged the Chair to ask current 0 members to consider
converting to P members. The Secretary and the Chair agreed to reach out to
these current and potential members.

Approval of Resolutions
The Plenary resolutions were discussed an approved. Final resolutions are
attached as Annex B.

Closure of the Meeting (3:30 pm, November 11, 2011)

The Chair thanked the delegates for their participation and dedication to the
global HR Standards effort. On behalf of ISO/TC260, he thanked the US for the
visit to Mt. Vernon and the guest speaker. He also thanked the US mirror
committee and the staff of the Society for Human Resource Management
(SHRM) for their logistical support and hospitality.
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Annex A

List of ISO/TC 260 Attendees — ISO/TC 260 Plenary 1 — Washington, DC, USA

No. | P/O/L Country Role First Name Ml Last Name Organization
*Secretariat Chair Lee Webster SHRM, TC 260 Chair
*Secretariat Secretary Jason Knopes ANSI, TC 260 Secretary
*Secretariat Secretary Support | Edward Terhune ANSI, Secretary Support
ISO, Director of Standards
*I1SO ISO Trevor Vyze Development
*I1SO ISO Brian Stanton ISO, Technical Program Manager
1 P France Delegate Jean-Pascal Arnaud Individual
2 AFNOR (Association Francaise de
France Delegate Fatma Bansalem Normalisation)
3 Head of
France Delegation lzy Behar Eutelsat
4 AFNOR (Association Frangaise de
France Delegate Laurence Breton-Kueny | Normalisation)
5 France Delegate Stéphanie Plessis Linkup Group Consulting
6 P Head of
Finland Delegation Risto Pulkkanen SFS (Finnish Standards Association)
7 P Germany Delegate Harald Ackerschott Ackerschott und Bertram
8 Germany Delegate Reiner Hager DIN (Deutsches Institut fir Normung)
9 Head of
Germany Delegation Oliver Kothrade Panasonic
10 0] Head of
Israel Delegation Yoel Mali SlI (Standards Institution of Israel)
11 P Head of NEN (Netherlands Standardization
Netherlands Delegation Stephanie Jansen Institute)
12 NEN (Netherlands Standardization
Netherlands Delegate Marc Ritter Institute)
13 P Norway Delegate Hans C.A | Terjesen WRI (Work Research Institute)
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14 Head of
Pakistan Delegation Zahid Mubarik Khushhalibank Limited

15 Head of
Portugal Delegation Manuel Fernandes Gestao Total

16 Head of
Sweden Delegation Anna Mickols SIS (Swedish Standards Institute)

17 Head of
United Kingdom Delegation Sara Walton BSI (British Standards Institution)

18 CIPD (The Chartered Institute of
United Kingdom Delegate Heather Bond Personnel and Development)

19 Head of
United States Delegation Wayne Cascio University of Colorado

20 United States Delegate Franz Gilbert Gulfstream Aerospace

21 United States Delegate Greg Komarow Cleveland Clinic Abu Dhabi

22 ANSI (American National Standards
United States Delegate Joseph Tretler Institute)

23 SHRM (Society for Human Resource
United States Observer Rosaura Barrera Management)

24 SHRM (Society for Human Resource
United States Observer Amanda Benedict Management)

25 United States Observer Brad Boyson Individual

26 United States Observer Jane Bradley ADP

27 G2nd Systems (Global Second
United States Observer Lorelei Carobolante Language)

28 ANSI (American National Standards
United States Observer Steve Cornish Institute)

29 United States Observer Frank DiBernardino | Vienna Human Capital Advisors

30 SHRM (Society for Human Resource
United States Observer Feborah Dixon Management)

31 SHRM (Society for Human Resource
United States Observer Eddice Douglas Management)

32 SHRM (Society for Human Resource
United States Observer Auri Duarte Management)
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33 SHRM (Society for Human Resource
United States Observer Julian Greer Management)

34 United States Observer Susan Harmansky MAC Construction

35 United States Observer Tom Hogan Pennsylvania State University

36 United States Observer John Kells ADP

37 SHRM (Society for Human Resource
United States Observer Nancy Lockwood Management)

28 United States Observer Sandy Miles Murray State University

39 United States Observer Russell Klosk Hewlett Packard

40 United States Observer Rubens Pessanha HRCI

41 United States Observer Don Purcell Catholic University of America
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Annex B
Resolutions of the 1st Meeting of ISO/TC 260, Arlington, VA USA on
November 11" 2011.

RESOLUTION 1 — (APPROVED UNANIMOUSLY)

Encourage ISO TC Participation

ISO/TC 260 resolves to encourage 1ISO members to join ISO/TC 260 in order to have more global
participation in the standards developed by ISO/TC 260.

RESOLUTION 2 - (APPROVED UNANIMOUSLY)

Establish Liaison with ISO/TC 176

ISO/TC 260 agrees to create an internal ISO Liaison with ISO/TC 176 Quality management and
quality assurance.

RESOLUTION 3 - (APPROVED UNANIMOUSLY)

Establish Liaison with ISO/PC 259
ISO/TC 260 agrees to create an internal ISO Liaison with ISO/PC 259 Outsourcing.

RESOLUTION 4 - (APPROVED UNANIMOUSLY)

Establish a Terminology Workgroup
ISO/TC 260 resolves to establish a working group on terminology (WG1) to develop an internal
document to support the work of TC 260. And further resolves to appoint Stephanie Jansen as

Convenor and encourage TC members to appoint experts via the ISO Global Directory.

RESOLUTION 5 - (APPROVED UNANIMOUSLY)

Establish Task Groups

ISO/TC 260 resolves to form the following task groups with leadership and members as follows:
A. Operating model(s) of HR
a. Leader (Netherlands)
b. Members (Israel, Germany)
B. HR practices (including list of effective processes)
a. Leader(U.S.)
b. Members (Germany, Portugal, France, UK)
C. Metrics - Key social and business impacts
a. Leader (Pakistan)
b. Members (Netherlands, France, Germany, U.S.)
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D. Human governance
a. Leader (France)
b. Members (Norway, U.S., UK, Netherlands, Germany)

These task groups will study the topics and report their findings to the TC plenary for discussion.
These reports should include recommendations for the TC to consider. The reports are to be
sent to the Secretariat 7 weeks before the meeting in order to circulate them to all TC members
in advance of the meeting. These task groups will be disbanded once the reports are given at the
TC Plenary meeting.

*The US asked to join each Task Group at the close of the meeting

RESOLUTION 6 — (APPROVED UNANIMOUSLY)

Review and Discuss Business Plan at Next Plenary Meeting

ISO/TC 260 resolves to discuss the TC 260 business plan at the next plenary based on the
recommendations of the task groups.

RESOLUTION 7 - (APPROVED UNANIMOUSLY)

Thank ANSI and the US Mirror Committee

ISO/TC 260 expresses its gratitude to ANSI and the U.S. mirror committee for sponsoring and
hosting the 1st ISO/TC 260 meeting.
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NOTICE AND DISCLAIMER

The information in this publication was considered technically sound by the consensus of those who engaged in the development
and approval of the document at the time of its creation. Consensus does not necessarily mean that there is unanimous agreement
among the participants in the development of this document.

This SHRM HR Standard was developed through a voluntary consensus standards development process. This process brings
together volunteers and /or secks out the views of persons who have an interest and knowledge in the topic covered by this
publication. SHRM administers the process and establishes rules to promote fairness in the development of consensus. While
SHRM may participate in the Standard’s development discussions, it does not write the document and it does not independently
test, evaluate, or verify the accuracy or completeness of any information contained in its Standards publications.

SHRM is a nonprofit individual membership association with no regulatory or licensing enforcement power over its members or
anyone else. SHRM has no authority to monitor or enforce compliance with the contents of this document, nor does it undertake
to monitor or enforce compliance with the same. It merely publishes Standards to be used as voluntary guidelines that third
parties may or may not choose to adopt, modify or reject.

SHRM does not accept or undertake a duty of care to the general public regarding this HR Standard. SHRM disclaims any and
all liability for any personal injury, property, financial damage or other damages of any nature whatsoever, whether special, direct,
indirect, consequential or compensatory, directly or indirectly resulting from the publication, use of, application or reliance on
this document. SHRM disclaims and makes no guaranty or warranty, expressed or implied, as to the accuracy or completeness

of any information published herein, and disclaims and makes no warranty that the information in this document will fulfill any
person’s or entity’s particular purposes or needs. SHRM does not undertake to guarantee the performance of any organization
or its employees, products or services by virtue of this Standard.

In publishing and making this document available, SHRM is not undertaking to render legal, professional or other services for
or on behalf of any person or entity. Anyone using this document should rely on his or her own independent judgment or, as
appropriate, seek the advice of a competent professional in determining the exercise of reasonable care in any given circumstances.
Information and other standards on the topic covered by this publication may be available from other sources, which the user
may wish to consult for additional views or information not covered by this publication.

© 2012 Society for Human Resource Management (SHRM). No part of this publication may be reproduced, stored in a retrieval
system or transmitted, in any form or by any means, electronic, mechanical, photocopying, recording or otherwise, without the
prior written consent of the copyright owner.

ABOUT SHRM

The Society for Human Resource Management (SHRM) is the world’s largest association devoted to human resource
management. Representing more than 250,000 members in over 140 countries, the Society serves the needs of HR professionals
and advances the interests of the HR profession. Founded in 1948, SHRM has more than 575 affiliated chapters within the
United States and subsidiary offices in China and India.

Suggestions for improvement of this document are welcome. They should be sent to the Director of Standards, SHRM,
1800 Duke Street, Alexandria, VA 22314 or to HRSTDS@SHRM.ORG.
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Il Foreword

The information contained in this Foreword is not part of this American National
Standard (ANS) and has not been processed in accordance with ANSI’s requirements
for an ANS. As such, this Foreword may contain material that has not been subjected
to public review or a consensus process. In addition, it does not contain requirements
necessary for conformance to the Standard.

ANSI guidelines specify two categories of requirements: mandatory and
recommendation. The mandatory requirements are designated by the word sha// and
recommendations by the word should. Where both a mandatory requirement and a
recommendation are specified for the same criterion, the recommendation represents
a goal currently identifiable as having distinct compatibility or performance
advantages.

ABSTRACT

This Standard is designed as a tool to allow an organization to determine accurate
and comparable costs of recruitment through a standard algorithm to calculate the
recruiting costs to be incorporated into cost-per-hire. The Standard is structured at
a high level. Specific consideration and responses are also addressed for consideration
by individual organizations based on specific hiring environments and requirements.

ANSI/SHRM 06001.2012 iii



WORKGROUP MEMBERS

It is recognized that the following Staffing and Workforce Planning (SWP) Cost-per-Hire Workgroup members are

responsible for the Cost-per-Hire baseline text:

Workgroup Leader: Jeremy Shapiro, Morgan Stanley

Associate Workgroup Leader: Andrew Gadomski, Aspen Advisors

Nancy Anheier, HR Direction, LLC
John Ansted, Ingersoll Rand
Tom Becker, COMSYS IT Partners

Steve Berchem, American Staffing
Association

Karl Brummer, Cross Keys Village
Michael Cianciola, MathWorks, Inc.

Eileen Dalton, Port Authority of NY
& NJ

Thomas Darrow, Talent
Connections, LLC, and Career Spa,
LLC

Dr. Domniki Demetriadou,
DeMetric Consulting Corporation

John Flato, Universum
Andrew Gadomski, Aspen Advisors
Daniella Gigante, Schering-Plough

Cathy Henesey, Children's Medical
Center of Dallas

iv. AMERICAN NATIONAL STANDARD

Maureen Henson, Mercy Memorial
Hospital System

John Heyliger, ProBuild Holdings,
Inc.

Christine Hirsch, Recruiters World
Gail Johnson, Merrill Corporation

Gregory Karanastasis, The McGraw-
Hill Companies

Timothy Keefe, CH2M HILL
Dan Kilgore, Riviera Advisors, Inc.
Yves Lermusi, Checkster

Dr. Steven Lindner, The WorkPlace
Group, Inc.

Brad Loewen, Fiserv

Patricia Mathews, Workplace
Solutions Consultants

Shannon Myers, Walton Search, LLC
Lawrence Newman, Consultant

Elaine Orler, Talent Function Group
LLC

Louis Poore, Shell Oil Company

Randi Schoenfelder, Theodolite
Human Capital, LLC

Jeremy Shapiro, Morgan Stanley
Darren Shearer, SuccessFactors, Inc.

Kristen Smuder, University of
Central Florida

Dr. Gary Stroud, Franklin University

Jeff Struve, Human Capital and
Talent Acquisition Solutions

Sally Wade, Mitsubishi Electric
Power Products, Inc.

Bill Ziegler, UBS

Dr. Ryan Zimmerman, Texas A&M
University

Tom Zinser, Taleo



TASKFORCE MEMBERS

At the time it approved this document, the Staffing and Workforce Planning (SWP) Taskforce, which is responsible
for this Standard, had the following members:

Taskforce Leader: Russel Klosk, HP (2011-present); Gerry Crispin, CareerXroads (2009-2011)

Associate Taskforce Leader: Elaine Orler, Talent Function Group LLC (2009-2011)

Cynthia Ackermann, Pacific
Northwest National Laboratories

Nancy Anheier, HR Direction, LLC
John Ansted, Ingersoll Rand
Coleen Aus, Talent Function Group
Tom Becker, COMSYS IT Partners
Paul L. Belliveau, Infosys Limited

Steve Berchem, American Staffing
Association

Dr. Kitty Bokoles, The Boeing
Company

Kelli Bond, OlaComm®/KBA
Karl Brummer, Cross Keys Village

Master Burnett, Dr. John Sullivan &
Associates

Dr. Robert Carlyle, Aon Consulting
Inc.

Dr. Donald Caruth, Texas A & M
University-Commerce

Fernan Cepero, The YMCA of
Greater Rochester

Pat Chadbourne, Ingersoll Rand

Michael Cianciola, The MathWorks,
Inc.

Bonita Coats, Sayres and Associates
Corporation

Matthew Crawford, SPHR, Oshkosh
Corporation

Gerry Crispin, CareerXroads
Ali Dalipi, International Shoppes

Eileen Dalton, Port Authority of
NY & NJ

Thomas Darrow, Talent
Connections, LLC, and Career Spa,
LLC

Dr. Domniki Demetriadou,
DeMetric Consulting Corporation

Rose Dougherty, Self

Robert Dromgoole, Pacific
Northwest National Laboratories

Jeremy Eskenazi, Riviera Advisors,
Inc.

John Flato, Universum

Jared Flynn, T-Mobile USA
Debbie Froeming, Humana, Inc.
Andrew Gadomski, Aspen Advisors
Daniella Gigante, Schering-Plough

Thierry Giraud, Royal Caribbean
Cruise Line

Tom Glasscock, Glasscock &
Associates, LL.C

Adam Goldman, Safariland
Tobie Gunby, Ameriserv Financial

Gregory Hamluk, American Red
Cross - National Headquarters

Phyllis Hartman, PGHR Consulting,
Inc.

Cathy Henesey, Children's Medical
Center of Dallas

Maureen Henson, Mercy Memorial
Hospital System

John Heyliger, ProBuild Holdings,
Inc.

Christine Hirsch, Recruiters World

Nancy Holland, DirectEmployers
Association, Inc.

Dr. Tom Janz, People Assessments.
com

David FE. Jefferson, Simple HR
Gail Johnson, Merrill Corporation

Mitzi Jordan, The Newman Group
(a Futurestep Company)

Gregory Karanastasis, The McGraw-
Hill Companies

ANSI/SHRM 06001.2012 v



TASKFORCE MEMBERS

Timothy Keefe, CH2M HILL

Dan Kilgore, Riviera Advisors,
Inc.

Ric Klinger, Walgreens
Russell Klosk, Hewlett Packard

Kim Leifsen, Business Insight
Technologies

Yves Lermusi, Checkster

Steve Levy, outside-the-box
Consulting

Cassie Lincoln, Consultant

Dr. Steven Lindner, The
WorkPlace Group, Inc.

Brad Loewen, Consultant

Patricia Mathews, Workplace
Solutions Consultants

Ross Melbourne, Aquire
Penny Miller, Venture HRO, LLC
Dr. Nathan Mondragon, Taleo

Shannon Myers, Walton Search,
LLC

Lawrence Newman, Consultant

Todd Noebel, McGuireWoods
LLP

Eric Nunes, British Telecom

Elaine Orler, Talent Function
Group LLC

Milton Perkins, Agilel

David Perry, Perry-Martel
International Inc

Louis Poore, Shell Oil Company

Dr. Janice Presser, The Gabriel
Institute

Katherine Rawe, Employee
Management Services

Tony Roig, Almac Group

Jonathan Rosenberg,
ConocoPhillips

Linda Rubino, State of Ohio
Department of Youth Services

Jessica Rush, Jobing.com

Randi Schoenfelder, Theodolite
Human Capital, LLC

Jeremy Shapiro, Morgan Stanley

Darren Shearer, Success Factors,
Inc.

Susan Smith, Smith Professional
Search

SHRM HR STANDARDS SECRETARIAT STAFF

Lee Webster
Amanda Benedict

Eddice Douglas

vi AMERICAN NATIONAL STANDARD

Director, HR Standards
Manager, HR Standards

Coordinator, HR Standards

Kristen Smuder, University of
Central Florida

Joe Sommers, Consultant
Emilie Stawiarski, Internet2

Becky Strickland, Time Warner
Cable

Dr. Gary Stroud, Franklin
University

Jeft Struve, Human Capital and
Talent Acquisition Solutions

Dorothy Stubblebine, DJS
Associates, Inc.

Dr. Richard Tonowski, U.S.
Equal Employment Opportunity
Commission

Cynthia Trivella, NAS
Recruitment Communications

Sally Wade, Mitsubishi Electric
Power Products, Inc.

JoAn Westby, Group Health
Bill Ziegler, UBS

Dr. Ryan Zimmerman, Texas
A&M University

Tom Zinser, Taleo



Contents

1.0 Scope, Summary and Purpose

1.1 Scope

1.2 Summary

1.3 Purpose

1.4 Interpertation

2.0 Normative and Informative References

2.1 Normative References

2.2 Informative References

3.0 Executive Summary

3.1 Definition of Cost-per-Hire

3.2 Assembly of the Cost-per-Hire Metric

3.3 Display of the Cost-per-Hire Metric

3.4 Documentation of the Cost-per-Hire Metric

4.0 Glossary

5.0 Cost-per-Hire (CPH) Metric Defined (Basic Definition)

6.0 Background

6.1 Scope of This Metric

6.2 History and Predecessor Efforts to Standardize the Metric

6.3 Known Uses of the Metric

6.4 Known Limitations of the Metric

7.0 Definition: Cost-per-Hire, Internal (CPHI)

7.1 Formula Definition

7.2 Definition of Cost Data in Scope (the Numerator)

7.3 Out-of-Scope Cost Data

7.4 Total Number of Hires in a Time Period (the Denominator)

7.4.1 Defining Which Types of Hires to Include in CPHI

152 S U OO

N

10
10
10
12
12

13

ANSI/SHRM 06001.2012 vii



8.0 Definition: Cost-per-Hire, Comparable (CPHC)

9.0 Recruiting Cost Ratio (RCR)

10.0 Assembling a Cost-per-Hire Metric

8.1 Formula Definition

8.2 Definition of Cost Data in Scope (the Numerator)

8.3 Out-of-Scope Cost Data

8.4 Total Number of Hires in a Time Period (the Denominator)

8.4.1 Defining Which Types of Hires to Include in CPHC

9.1 Description

9.2 Formula Definition

9.3 Definition of Cost Data in Scope (the Numerator)

9.4 Out-of-Scope Cost Data

9.5 Total First-Year Compensation of Hires (the Denominator)
9.5.1 Defining Which Types of Hires to Include in RCR

9.5.2 Defining Total Compensation

10.1 Data Collection Methodology Requirements

10.1.1 Representative Data Set

10.1.2 Transparent Source of Data

10.1.3 Minimization of Data Errors

10.1.4 Periodic Audits of Processes

10.2 Date Ranges

10.3 Using Data Segmentation in Cost-per-Hire

10.3.1 Data Segmentation Definition

10.3.2 Adding Segmentation Data to Cost-per-Hire Calculations
10.3.3 CPH Formula When Data Segmentation Is Used

10.3.4 Assembling a Segmented Cost-per-Hire Metric

10.3.5 Visual Display of Segmented Cost-per-Hire Metric

10.3.6 Special Case Segmentation: College/
University Campus Recruiting

viii AMERICAN NATIONAL STANDARD

14
14
15
16
16
17
18
18
18
19
19
19
19
19
20
20
20
21
21
21
22
22
23
23
23
24

25

25



11.0 Visual Display of Cost-per-Hire Results

11.1 Declaration of Adoption

11.2 Recommended Display Format

11.3 Visual Displace of Cost-per-Hire Results When Segmenting Data _

12.0 Supporting Documentation

13.0 Appendix: List of Tables

30
30
30
31
32

37

ANSI/SHRM 06001.2012 ix



Il 1.0 Scope, Summary, Purpose

and Interpretation

1.1 SCOPE

This Standard is designed as a tool to allow an organization to determine accurate
and comparable costs to staff a position using standard data and formulas to
calculate the recruiting costs to be incorporated into cost-per-hire.

1.2 SUMMARY

This Standard describes the definition, assembly, display and documentation
techniques required to produce cost-per-hire (also called “CPH” herein), a
commonly used metric in human resource (HR) functions. Cost-per-hire is a
measure of the effort exerted, defined in financial terms, to staff an open position
in an organization.

1.3 PURPOSE

This Standard is designed to be applicable to organizations of all types (public,
private, government entities, etc.). This Standard is specifically applicable to

HR professionals within these sectors who are responsible for recruiting, staffing
suppliers and vendors, HR educators, and consultants who are responsible for
determining, analyzing and reporting the recruitment costs.

1.4 INTERPRETATION

To achieve consistent application of this Standard, suggestions involving changes in
the requirements or disputes over its interpretation shall be referred to the following
organization:

HR Standards Secretariat

Society for Human Resource Management (SHRM)
1800 Duke Street

Alexandria, VA 22314

Fax: 703-962-7807

E-mail: HRSTDS@SHRM.ORG

Website: http://www.shrm.org/hrstandards

If it is determined that your inquiry required an interpretation of the Standard, the

inquiry must be submitted in writing and SHRM will forward the inquiry to the
appropriate Standard’s taskforce leader for a taskforce response.
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2.0 Normative and
Informative References

The following documents contain information, which, through reference in this text,
constitutes foundational knowledge for the use of this American National Standard.
At the time of publication, the editions indicated were valid. All material is subject
to revision, and parties are encouraged to investigate the possibility of applying the
most recent editions of the material indicated below.

2.1 NORMATIVE REFERENCES

The following documents contain provisions, which, through reference in this
text, constitute provisions of this Standard. At the time of publication, the editions
indicated are valid. All standards are subject to revision, and parties applying this
standard are encouraged to investigate the possibility of applying the most recent
editions of the documents listed below.

None.

2.2 INFORMATIVE REFERENCES

The following documents may provide valuable information to the reader but are not
required when complying with this Standard.

Burkholder, N. (2006, March 29). Calculating Efficiency. Article posted to
Staffing.org website, archived at http://www.staffing.org/library_ViewArticle.
asp?ArticleID=208

Cuff, G. (1983). Cost Per Hire Survey. Wellesley, MA: Employment Management
Association.

Deutsch, Shea & Evans and the Employment Management Association. (1981).
Direct Costs Per Hire Survey. Wellesley, MA: Employment Management Association.

Fitz-Enz, J. (1984). How to Measure Human Resources Management. New York:
McGraw Hill.

Flamholtz, E. (1974). Human Resource Accounting. Encino, CA: Dickenson
Publishing Company.
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Bl 30 Executive Summary

This Standard describes the definition, assembly, display and documentation
techniques required to produce cost-per-hire (also called “CPH” herein), a commonly
used metric in human resource (HR) functions. Cost-per-hire is a measure of the
effort exerted, defined in financial terms, to staft an open position in an organization.
The CPH metric has been in use for decades, providing HR professionals and
managers with information to assist them in establishing budgets and also serving as
a benchmark for recruiting effectiveness and the efficiency of staffing processes.

A central requirement in developing this CPH Standard is to provide standard tools
to practitioners wishing to calculate a cost-per-hire metric, while recognizing that
organizations operate differently; one organization may incur a type of cost that
another organization may not. This Standard allows for variance within organizations
while still providing a robust methodology for creating a standard CPH metric. Note
the following attributes of this Standard:

3.1 DEFINITION OF COST-PER-HIRE

This Standard defines three types of cost-per-hire formulas:

m Cost-per-Hire, Internal (CPHI): Defines a formula and methodology for
creating the CPH measure appropriate for a particular organization. This
metric is not designed for comparison with other organizations’ CPH
data. It is designed to be a comprehensive reflection of cost and hire data
for a single organization.

m Cost-per-Hire, Comparable (CPHC): Defines a formula and methodology
for creating the CPH measure appropriate for comparison across
organizations. This metric uses a similar methodology to CPHI; however,
it uses a subset of data that is more likely to be used across organizations
and is helpful in building acceptably strong comparisons of costs between
organizations.

B Recruiting Cost Ratio (RCR): Defines a formula and methodology
comparing the total cost of hiring against the total compensation of the
newly hired individuals in the first year of their employment. This formula
varies from the CPHI or CPHC only in the denominator; whereas CPHI
or CPHC are ratios of costs to the number of hires, the RCR is a ratio of
costs to total first-year annual compensation of the new hires.

3 AMERICAN NATIONAL STANDARD



3.2 ASSEMBLY OF THE COST-PER-HIRE METRIC

This Standard describes actions that must be taken when calculating cost-per-hire

to maintain quality and transparency, including creating a representative data set,
using a transparent source of data, minimizing data errors and ensuring that periodic
audits of processes occur on data input.

3.3 DISPLAY OF THE COST-PER-HIRE METRIC

Central to the CPH standard are the features of the visual display of the metric,
emphasizing transparency of data inputs, processes and the formula used within
the metric.

3.4 DOCUMENTATION OF THE COST-PER-HIRE METRIC

Minimum implementation guidelines should be used by the compiler of a cost-per-
hire metric, including a standard supplemental document to be generated by the
compiler of the metric.
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Bl 40 Glossary

TERM DEFINITION

Cost-Per-Hire (CPH)

External Cost Factor

Internal Cost Factor

Data Audit

CPHI

CPHC

RCR

The Compiler

System of Record

Staffing

Recruiting

Sourcing
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For the purposes of this document, cost-per-hire is the mean average of
total costs divided by the number of hires.

An expense that is incurred to external vendors or individuals during the
course of recruiting. The term “external cost” is intended to be a synonym
for external cost factor.

An expense related to the internal staff, capital and organizational costs
of the recruitment/staffing function. The term “internal cost” is intended to
be a synonym for Internal Cost Factor.

An examination of data for quality and accuracy during the development
of a CPH metric.

Abbreviation for cost-per-hire, internal, formula.

Abbreviation for cost-per-hire, comparable, formula.

Abbreviation for the recruiting cost ratio formula.

In this document, the compiler is the individual(s) responsible for the
creation of a cost-per-hire metric.

The information system considered to be the source for a specific piece
of information to be used in a CPH metric.

For the purposes of this document, staffing is the action of placing an
individual into an open requisition (or an equivalent authorization to hire),
regardless of the source of the candidate (internal or external).

For the purposes of this document, recruiting is the action of placing an
individual into an open requisition (or an equivalent authorization to hire)
by sourcing a candidate from outside the referenced organization.

A subset of the recruiting process, sourcing refers to actions taken to
identify potential candidates for employment at the organization.



5.0 Cost-per-Hire (CPH) Metric
Defined (Basic Definition)

The CPH metric is designed to measure the costs associated with the sourcing,
recruiting and staffing activities borne by an employer to fill an open position in
the organization. CPH is a ratio of the total dollars expended (in both external
and internal costs) to the total number of hires in a specified time period. Or, in
formula representation:

> (External Costs) + Y (Internal Costs)
Total Number of Hires in a Time Period

CPH =

m The external costs variable comprises all sources of spending outside the
organization on recruiting efforts during the time period in question.
Examples of external costs include third-party agency fees, advertising
costs, job fair costs and travel costs in the course of the recruiting effort.

m The internal costs variable comprises all sources of internal resources
and costs used for staffing efforts during the time period in question.
Examples of internal costs include the fully loaded salary and benefits of
the recruiting team and fixed costs such as physical infrastructure (talent
acquisition system costs, etc.).

m The total number of hires variable comprises the total number of hires
made in the time period being evaluated. Regardless of the hires’
staffing type (regular full time, regular part time, etc.), it is assumed
that whatever the total number of hires is, the fully loaded costs for
the efforts taken to staff the included positions have been calculated in
external costs and internal costs.
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6.0 Background

6.1 SCOPE OF THIS METRIC

The cost-per-hire metric is bounded by activities relating to the sourcing, recruiting
and staffing costs (whether external or internal, out of pocket or internal resource
allocation) to hire a candidate to work as an employee' in an open position. Cost-
per-hire attempts to measure the economic value of the effort taken to fill an open
position in an organization. This measurement does not attempt to measure the
economic productivity of an employee post-hire, such as salaries and benefits paid
to the employee, training costs or economic losses occurring from staff turnover or
new-hire time to productivity.

6.2 HISTORY AND PREDECESSOR EFFORTS TO STANDARDIZE
THE METRIC

References to cost-per-hire, one of the HR profession’s oldest and best known
metrics, first appeared in articles and journals in the late 1960s. Measuring cost-per-
hire (or “replacement value,” as it was termed in those early works) appears to have
begun with pioneering work and experimentation in “Human Resource Accounting
Systems” conducted by a team of graduate student researchers from the University
of Michigan Institute for Social Research in 1968 and continuing until 1973. This
team was co-led by Dr. Eric Flamholtz, who documented this experiment in his
book Human Resources Accounting, published in 1974.

By the mid-1980s, the concept of human capital and the value it added to a
company’s bottom line had worked its way into the conscience (and boardrooms)

of many large companies. With that visibility came the need to more accurately
define and measure how human capital was procured. In 1983, the Employment
Management Association (EMA) launched the National Cost Per Hire Survey,
followed by The Saratoga Institute Cost Per Hire tracking survey in 1984, creating a
standard formula still in use by many organizations.

This Standard builds on the work of not-for-profit organizations such as the
Society for Human Resource Management (SHRM) and EMA as well as industry
expert efforts.?

! The authors recognize that the definition of an “employee” has several meanings (full time, part time, etc.). The Standard has accommodated
for differing employment types.

2 While many subject matter experts have distinguished themselves in this field, this Standard's lineage can be directly traced to Jac Fitz-Enz
and his text How to Measure Human Resources Management (McGraw Hill, 1984).
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6.3 KNOWN USES OF THE METRIC

Companies use the CPH metric to measure the cost effectiveness of a recruiting
operation. Cost effectiveness is generally defined by the criteria of time and money—
or, in a perfect world, hiring the best talent, in the shortest period of time, for the
least external /internal expense. Organizations have found the metric useful in

understanding their own internal operations with regard to recruiting /staffing and in

identifying areas for improvement. Following are the known uses of the CPH metric.

User Group: Corporate (includes central human
resources and possibly other functions)

As benchmark data to be compared with data from

other companies, competitors, other divisions, etc.
As a budget planning tool, quarterly and annually.?

As a comparator in recruitment process

outsourcing (RPO) decisions.

As a factor in strategic planning and budgeting
tasks, to determine future costs in investment

decisions.

As a component of tracking and assessing the total

cost of workforce turnover.

As an ongoing measure of the recruiting function’s

overall performance.

User Group: Recruiting Department (includes the
recruiting or staffing department and its leadership at the
macro level, and recruiting managers/supervisors at the
micro level)

m In setting sourcing budgets and strategy.
m In assessing source cost-effectiveness.
® As a measure of process improvement success.

® As a component of overall recruiting process

efficiency.*

B In measuring and comparing sub-group

performance.®

®m In measuring and comparing hiring performance
by employee segments, such as professional versus

hourly hires.

® As a component of assembling quality of hire

measurements.
® As a measure of individual recruiter performance.

m As a screening criterion in the interview/selection

process for recruiter hiring.
m As a proficiency benchmark in recruiter training.

B As an input in workforce planning scenarios.

® The authors note that while CPH is a measurement of cost, the use of this metric to drive down costs without regard to the impact on the
organization's ability to attract talent generally has been proven to be detrimental to organizations.

#Usually by using the recruiting efficiency ratio, defined in this document.

5 For example, an operation may compare hiring costs for accounting hires to hiring costs for sales hires.

ANSI/SHRM 06001.2012 8



6.4 KNOWN LIMITATIONS OF THE METRIC

It is acknowledged that a cost-per-hire metric does not fully describe the adequacy of
a recruiting effort within an organization. Variances of recruiting costs exist based
on position type, position level, external market demand and geographic region. In
addition, a cost measurement dimension does not account for other key factors in
making recruiting decisions, such as the time it takes to fill a position, the quality of
a hire or customer (hiring manager and candidate) satisfaction.
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/7.0 Definition: Cost-per-Hire,

Internal (CPHI)

7.1 FORMULA DEFINITION

The CPHI metric is designed to measure the costs associated with the sourcing,
recruiting, and staffing activities borne by an employer to fill an open position in
the organization. CPH is a ratio of the total dollars expended (in both external and
internal costs) to the total number of hires in a specified time period. The CPHI
formula may be used by any organization that wishes to measure cost-per-hire using
a standard methodology. This measure does not require all organizations that adopt
it to include a specific set of external or internal costs in order to measure cost-per-
hire. Different organizations may require different cost factors internally to operate
their business.

The formula for CPHI is as follows:

> (External Costs) + Y (Internal Costs)

Total Number of Hires in a Time Period

CPHI =

7.2 Definition of Cost Data in Scope (the Numerator)

The data used in a standard cost-per-hire metric is bounded by activities related

to the sourcing, recruiting and staffing costs (whether external or internal, out of
pocket or internal resource allocation) incurred to hire a candidate to work as an
employee in an open position. Data in scope may include, but are not limited to, the
data described in Tables 1 and 2 below.

For the cost-per-hire, internal, formula, there is not a mandate to use all of the
factors listed below. However, the use of any of these metrics is acceptable and
should occur when applicable to your organization.

Important note on data collection: While this Standard defines the types of expenses
to include, o “down to the penny” reconciliation of costs into the precise buckets defined
below is not requived. While the cost-per-hive calculation should have a high degree of
data quality, this is a lower data quality standavd than is used for financial veporting.
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Table 1: CPHI External Cost Data in Scope

EXTERNAL COST FACTOR EXPLANATION

Advertising and Marketing
Expenses

Expenses related to advertising or marketing for a specific requisition or across many requisitions. Examples include expenses related to job
boards, social networks, search engine marketing, marketing material production (brochures, websites) or newspapers.

Background Checks and
Eligibility to Work Expenses

Expenses related to criminal, education, credit and reference checks on prospective hires. Also includes work eligibility expenses such as Form
1-9 processing and use of E-Verify.®

Campus Recruiting Expenses

Expenses related to the sourcing and recruiting of talent from colleges and universities, including interns, co-ops and graduates who fill full-time
positions.

Consulting Services

Expenses related to consulting services engaged in the recruitment process, including EEO consulting and outside legal counsel (supporting
recruiting).

Contingency Fees:
Contingent to Regular

Expenses related to payments made by an organization to a supplier or other parties in the transfer of a contingent worker to a regular employee.

Drug Testing Expenses

Expenses related to new-hire drug tests (of any sort) that occur before employment begins or during the onboarding process.”

Employee Referral Awards/
Payments

For organizations that grant a defined payment to employees for referring a candidate who is subsequently hired, the defined payments to
employees may be included.®

Immigration Expenses

Legal fees, fees for consulting services, fees for federal applications or other expenses related to the effort of clearing a new hire to legally be
employed by the organization.

Job Fair/Recruiting Event
Expenses

Fees paid to an event organizer, premiums that may be used specifically for the event, drayage/shipping costs, costs related to the design and
construction of booths, labor costs to assemble booths, rentals or other expenses.®

Pre-hire Health Screens

Expenses related to health screening that may be conducted by an employer. In the event that the employer is a health care provider, the indirect
cost should still be accounted for.

Pre-screening Fees

Expenses related to the use of testing services, validated assessments or other standardized measures to pre-screen talent prior to employment.

Recruitment Process
Outsourcing (RPO) Fees

In the event the employer uses RPO, the sum of the fees incurred in the use of the RPO should be included.”

Relocation Fees

Expenses incurred in relocating a new hire, including moving expenses, travel and relocation vendors."'

Sign-on Bonuses

Sign-on incentives paid to a new hire.

Sourcing Costs

List purchases, licenses to databases, memberships in organizations to assist in networking and any other sourcing.

Travel and Expenses,
Candidate

Expenses incurred by a candidate and reimbursed by the organization.

Travel and Expenses,
Recruiter

Expenses incurred during the act of recruiting for the organization and reimbursed by the organization.

Technology Costs

Costs of operating any supporting infrastructure technology for the recruiting/staffing process, including talent acquisition systems, candidate
relationship management systems and reporting systems.

Third-party Agency Fees

Fees paid to external agencies (contingent or retained).

5 Form |-9 reverification of existing employees should not be included in expense data.

" Expenses related to random drug testing for existing employees should not be counted in expense data.

& Many organizations pay employees after a specific tenure of the new employee. For the compiler of the cost-per-hire metric, this may cause concern that the actual expenses are not incurred in

the same time period for which CPH is being measured. The compiler of the CPH statistic is free either to use the actual monies paid to employees in the time period or, at his or her option, to treat
the anticipated expense as an accrual. In that event, if there are, for example, 10 hired candidates via employee referral, at $X/hire, the compiler would record employee referral expenses = 10 * $X,
regardless of whether payment was made to the employee in that time period. The compiler of the metric should note what technique was used in the CPH statistic.

¢ Some expenses, such as brochure production, may be considered marketing expenses even though a brochure is used at a job fair. To determine whether an expense is a job fair expense, use the
rule of thumb that only an asset exclusively used for job fairs can be placed in this category. Note: Recruiter Travel and Expenses are defined as a separate data point in this document.

10 Recruitment process outsourcing may be total outsourcing, where a vendor manages the costs incurred in all recruitment, or it may be project outsourcing. In either event, the expenses are in
scope for cost-per-hire.

""'In the event that an extraordinary expense is incurred, such as assisting a candidate with a house purchase, the CPH compiler has the discretion to not include the expense in the report, but must
note the exclusion in the notes section of the documentation.
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Table 2: CPHI Internal Cost Data in Scope

Note: All labor expenses are assumed to be “all in” expenses, including salary and benefits.

INTERNAL COST FACTOR EXPLANATION

Cost of Recruiting Staff

Fully loaded costs, including base salary, benefits and bonus/performance incentives, for regular recruiters (full or part time) and
contract recruiters.

Cost of Sourcing Staff

Fully loaded costs, including base salary, benefits and bonus/performance incentives, for regular sourcers (full or part time) and
contract sourcers.

Internal Overhead for
Government Compliance

Incremental internal labor expenses involved in creating, submitting, monitoring and processing materials to comply with governmen-
tal regulations.

Non-labor Office Costs

Office expenses, including a representative portion of rent, capital expenses and incidentals, incurred while supporting the recruiting
function. If exact data on these expenses exist, then those data should be used. However, it is acceptable to take a percentage of
overall office costs based on recruiting headcount.'?

Recruiting Learning and
Development

Expenses related to expanding the capabilities of a recruiting team through formal and informal learning opportunities.

Secondary Management
Cost of Time for Events

Multiply number of interviews by an appropriate internal rate to determine estimated total cost of hiring manager time."*

Secondary Management
Cost of Time for Recruiting

Multiply number of interviews by an appropriate internal rate to determine estimated total cost of hiring manager time."

7.3 OUT-OF-SCOPE COST DATA

This measurement does not include efforts that occur post-hire, such as salaries
and benefits paid to the employee, training costs, or economic losses occurring

from staff turnover or new-hire time to productivity.

7.4 TOTAL NUMBER OF HIRES IN A TIME PERIOD (THE DENOMINATOR)

The denominator of the CPH equation should be the sum total of the hires that
occurred in the time period being measured. Within an organization, there may

be several systems that could potentially track the number of hires in a time period.
The compiler of the CPH metric should select a “system of record” to consistently
report on these data. The total number of hires variable is subject to the same data

collection methodology requirements as cost data.

12 |f a percentage of overall expenses is used, the recommended method is to multiply the total expenses in the time period for an office by
the percentage of staff recruiters and sourcers represented. To create the headcount for recruiters/sourcers, using the average number of
staff during the time period is acceptable.

'3 Many organizations will not find these data to be applicable. Note that for the CPHI metric, use only the data appropriate for your

organization.

* Many organizations will not find these data to be applicable. Note that for the CPHI metric, use only the data appropriate for your
y org PP y pprop! ¥

organization .
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7.4.1 DEFINING WHICH TYPES OF HIRES TO INCLUDE IN CPHI

For the CPHI, as an internal standard, the compiler of the metric may use
organizational discretion on which types of hires are appropriate to include in a cost-
per-hire calculation.!® The following is provided as a recommendation of the hires to
include and exclude in the calculation of CPHI.

For CPHI, the compiler of the metric may define the exact point a hire is counted
in CPH. For example, the compiler may declare that a new hire that has “started”
physically to work should be included in the denominator, or that a new hire who
has accepted an offer should be included in the denominator.'¢

Include:

® Any hire, whether external or internal, where a requisition was completed
(or its equivalent process in the organization) by a hiring manager.'”

m Temporary staff who are already on the payroll system and who have been
recruited into a full-time position.

Exclude:

m Supplementary workers (e.g., contractors, agency staff and consultants
not on the payroll system).

m Workers paid by a third party.

m Costs associated with internal restructuring.

m Employees whose contracts are automatically renewed.

m Employees taking on temporary job rotations or assignments.
m Costs associated with mergers and acquisitions.

m Employees whose job roles are reclassified.

'® The cost-per-hire, comparable, metric found in Section 8 does not afford this type of discretion.

16 The decision of which definition of “hire” to use (in this example, starts vs. offers accepted) affects exactly what the CPHI statistic is
measuring. If starts are used, the CPHI is measuring the average cost of successful hiring outcomes of the recruiting effort. If offers accepted
is used, the CPHI is measuring recruiting productivity.

1 The compiler of the statistic should assume that one requisition (or its equivalent) equals one hire. Fractional hires (full-time equivalents) are
not considered in this calculation.

13 AMERICAN NATIONAL STANDARD



8.0 Definition: Cost-per-Hire,
Comparable (CPHCs)

8.1 FORMULA DEFINITION

This cost-per-hire, comparable, formula is designed for comparison between
organizations. The CPHC formula uses a more restrictive set of data inputs that may
or may not be a useful management tool within one particular organization, but that
has use as a benchmarking tool across organizations. While the formula for CPHC
does not change as compared with CPHI, the cost data in scope is significantly
constrained. The data inputs used in this version of cost-per-hire are designed to be

reasonably common between organizations.

The formula for CPHC is as follows:

> (External Costs) + Y (Internal Costs)
Total Number of Hires in a Time Period

CPHC =
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8.2 DEFINITION OF COST DATA IN SCOPE (THE NUMERATOR)

Table 3: CPHC External Cost Data in Scope

EXTERNAL COSTS EXPLANATION

Advertising and Marketing
Expenses

Expenses related to advertising or marketing for a specific requisition or across many requisitions. Examples include expenses related
to job boards, social networks, search engine marketing, marketing material production (brochures, websites) or newspapers.

Background Checks and
Eligibility to Work

Expenses related to criminal, education, credit and reference checks on prospective hires. Also includes work eligibility expenses such
as Form |-9 processing and use of E-Verify.'®

Campus Recruiting Expenses

Expenses related to the sourcing and recruiting of talent from colleges and universities, including interns, co-ops and graduates who
fill full-time positions.

Drug Testing Expenses

Expenses related to new-hire drug tests (of any sort) that occur before employment begins or during the onboarding process.'®

Employee Referral Awards/
Payments

For organizations that grant a defined payment to employees for referring a candidate who is subsequently hired, the defined
payments to employees may be included.®

Job Fair/Recruiting Event
Expenses

Fees paid to an event organizer, premiums that may be used specifically for the event, drayage/shipping costs, costs related to the
design and construction of booths, labor costs to assemble booths, rentals or other expenses.?'

Recruitment Process
Outsourcing (RPO) Fees

In the event the employer uses RPO, the sum of the fees incurred in the use of RPO should be included.?

Sourcing Costs

List purchases, licenses to databases, memberships in organizations to assist in networking and any other sourcing costs.

Technology Costs

Costs of operating any supporting infrastructure technology for the recruiting process, including talent acquisition systems, candidate
relationship management systems and reporting systems.

Third-party Agency Fees

Fees paid to external agencies (contingent or retained).

Travel and Expenses,
Candidate

Expenses incurred by a candidate and reimbursed by the organization.

Travel and Expenses,
Recruiter

Expenses incurred during the act of recruiting for the organization and reimbursed by the organization.

'8 Form |-9 reverification of existing employees should not be included in expense data.

9 Expenses related to random drug testing for existing employees should not be counted in expense data.

20 Many organizations pay employees after a specific tenure of the new employee. For the compiler of the cost-per-hire metric, this may

cause concern that the actual expenses are not incurred in the same time period for which CPH is being measured. The compiler of the CPH

statistic is free either to use the actual monies paid to employees in the time period or, at his or her option, to treat the anticipated expense as
an accrual. In that event, if there are, for example, 10 hired candidates via employee referral, at $X/hire, the compiler would record employee

referral expenses = 10 * $X, regardless of whether payment was made to the employee in that time period. The compiler of the metric should
note what technique was used in the CPH statistic.

2! Some expenses, such as brochure production, may be considered marketing expenses even though a brochure is used at a job fair. To
determine whether an expense is a job fair expense, use the rule of thumb that only an asset exclusively used for job fairs can be placed in this
category. Note: Recruiter Travel and Expenses are defined as a separate data point in this document.

22 Recruitment process outsourcing may be total outsourcing, where a vendor manages the costs incurred in all recruitment, or it may be project
outsourcing. In either event, the expenses are in scope for cost-per-hire.
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Table 4: CPHC Internal Cost Data in Scope

EXTERNAL COSTS EXPLANATION

Cost of Recruiting Staff Expenses

Fully loaded costs, including base salary, benefits and bonus/performance
incentives, for regular recruiters (full or part time) and contract recruiters.

Cost of Sourcing Staff

Fully loaded costs, including base salary, benefits and bonus/performance
incentives, for regular sourcers (full or part time) and contract sourcers.

Non-labor Office Costs

Office expenses, including a representative portion of rent, capital expenses and
incidentals, incurred while supporting the recruiting function. If exact data on
these expenses exist, then those data should be used. However, it is acceptable
to take a percentage of overall office costs based on recruiting headcount.?®

Recruiting Learning and
Development

Expenses related to expanding the capabilities of a recruiting team through
formal and informal learning opportunities.

8.3 OUT-OF-SCOPE COST DATA

Any data category not specifically described in Section 8.2 above should be

considered out of scope for the cost-per-hire, comparable, metric.

8.4 TOTAL NUMBER OF HIRES IN A TIME PERIOD (THE DENOMINATOR)

The denominator of the CPH equation should be the sum total of the hires that
occurred in the time period being measured. Within an organization, there may be
several systems that could potentially track the number of hires in a time period.
The compiler of the CPH metric should select a “system of record” to consistently
report on these data. The total number of hires variable is subject to the same data

collection methodology requirements as cost data.

23 |f a percentage of overall expenses is used, the recommended method is to multiply the total expenses in the time period for an office by
the percentage of staff recruiters and sourcers represented. To create the headcount for recruiters/sourcers, using the average number of

staff during the time period is acceptable.
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8.4.1 DEFINING WHICH TYPES OF HIRES TO INCLUDE IN CPHC

For the CPHC, as a comparable standard, the compiler of the metric may not use
discretion on which types of hires are appropriate to include in a cost-per-hire
calculation. The following is the definition of hires to include and exclude in the
calculation of CPHC.

For the CPHC, the compiler of the metric should include only hires that have
“started” physically to work for the organization in the denominator.

Include:

® Any hire, whether external or internal, where a requisition was completed
(or its equivalent process in the organization) by a hiring manager.?*

m Temporary staff who are already on the payroll system and have been
recruited into a full-time position.

Exclude:

m Supplementary workers (e.g., contractors, agency staff and consultants
not on the payroll system).

m Workers paid by a third party.

m Costs associated with internal restructuring.

m Employees whose contracts are automatically renewed.

m Costs associated with mergers and acquisitions.

m Employees taking on temporary job rotations or assignments.

m Employees whose job roles are reclassified.

%The compiler of the statistic should assume that one requisition (or its equivalent) equals one hire. Fractional hires (full-time equivalents)
are not considered in this calculation.
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9.0 Recruiting Cost Ratio (RCR|

9.1 DESCRIPTION

It may be useful for organizations to analyze costs not by the number of hires recruited
and selected, but by the total compensation of hires placed in the organization. This
RCR formula normalizes recruiting costs based on compensation as a proxy for the
relative value of the new hire to the firm.?®

The recruiting cost ratio varies from the CPHI or CPHC only in the denominator;
whereas CPHI or CPHC are ratios of costs to the number of hires, the recruiting cost
ratio is a ratio of costs to total first-year compensation of the new hires.

9.2 FORMULA DEFINITION

The formula for RCR is as follows>®:

RCR = > (External Costs) + 2 (Internal Costs) i

Total First-Year Compensation of Hires in a Time
Period

Like CPHI or CPHC, the recruiting cost ratio is a ratio; however, the RCR is expressed
as a percentage. Example 1 presents a sample calculation of the recruiting cost ratio.

Example 1: Recruiting Cost Ratio Calculated

Sum of External Costs = $100,000
Sum of Internal Costs = $100,000

Total FY Compensation = $2,000,000

100,000 + $100,000
RCR = $ $

$2,000,000

RCR = 10%

X100

The RCR is interpreted as follows
for this example: For every dollar
of first-year compensation, the
organization spent 10 cents on
activities related to acquiring the
talent.

25 Some recruiting teams have noted difficulty in comparing cost-per-hire when the types of hiring across organizations vary significantly.
For example, an executive recruiting team hiring only 10 people at a total compensation of $175,000 each may have exactly the same costs
as a team that hired 200 hourly employees; however, their respective cost-per-hire statistics will be very different.

26 Credit for early work on this topic is given to Staffing.org, the HR Metrics Consortium and Nick Burkholder (Burkholder, 2006).
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9.3 DEFINITION OF COST DATA IN SCOPE (THE NUMERATOR)

The definition of the numerator of the RCR formula does not vary from the stated
definition in the CPHI formula within this document. Refer to Sections 7.2 and 7.3
for details on costs to include and exclude.

9.4 OUT-OF-SCOPE COST DATA

Any data category not specifically described in Section 7.2 should be considered out
of scope for the RCR metric.

9.5 TOTAL FIRST-YEAR COMPENSATION OF HIRES (THE DENOMINATOR)

The denominator of the RCR formula should be the sum total of the first-year
compensation for hires that occurred in the time period being measured. Within
an organization, there may be several systems that could potentially track the total
compensation of hires in a time period. The compiler of the CPH metric should
select a “system of record” to consistently report on these data. The total number
of hires variable is subject to the same data collection methodology requirements as
cost data.

9.5.1 DEFINING WHICH TYPES OF HIRES TO INCLUDE IN RCR

Users may use the same discretion in counting hires in the recruiting cost ratio as
they do for CPHI (Section 7.4.1).

9.5.2 DEFINING TOTAL COMPENSATION

The total first-year compensation of hires used in the denominator of the RCR
formula is the anticipated first-year (12-month rolling) financial compensation
offered to and accepted by the new hires. The RCR denominator represents
anticipated value to the organization; it is not required that the new hires actually
fulfill their first year of service. Total first-year compensation may include traditional
and reasonably recognized compensation elements found in an initial offer letter,
including salary, benefits, bonuses, incentives, fair value of equity awards, etc.?”

27 In the event that a salary being counted includes commissions, the compiler of the statistic may make reasonable assumptions on an
average performance to calculate first-year compensation, provided the spirit of the metric is being respected; the assumption should
be a fair estimate of the relative value the firm places on the new hire.
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10.0 Assembling a
Cost-per-Hire Metric

10.1 DATA COLLECTION METHODOLOGY REQUIREMENTS

A common issue in using CPH is an end user’s questions about the accuracy and
source of the data used. Commonly, cost data may be stored in several areas and
have been merged to create the metric. Note that 100% accuracy in content and
scope is not required for a valid cost-per-hire metric. However, what is required is
that the data have been subjected to a reasonable amount of scrutiny in how they are
collected and validated.

It is preferred that source cost data be derived from system of record sources (e.g.,
general ledger, talent acquisition system), and that steps are taken both to organize
costs into logical cost codes and to educate end users on how to use appropriate
cost codes.

Four criteria must be satisfied regarding the data used in a cost-per-hire
metric to meet a minimum standard for data integrity. They are:

m The data set is representative.
m The source of data is transparent.
m Data errors are minimized.

m Periodic audits of processes occur on data input.

10.1.1 REPRESENTATIVE DATA SET

The data should be reasonably representative of the costs incurred for each area
being measured. When defining representative data, the compiler of the CPH
metric should consider both the scope of the data (i.e., have costs been included

for all hires that occurred in the time period?) and the depth of the data (i.e., has
there been a reasonable amount of scrutiny to ensure that the costs being used are
representative of the costs incurred?). Recommended actions to ensure that the data
are representative of costs incurred include the following:

Periodic intevnal/external andits of costs and their cost centers (codes). For example,
the compiler of the CPH metric may examine current cost centers to find that two
new cost centers are being used, and these two new centers contain data relevant to
the metric.

Periodic tests of variance of specific costs between veporting peviods. For example,

the compiler of the CPH metric may notice that in one reporting period, technology
costs related to recruiting are 50% lower than in a previous period. The variance may
be worth scrutiny.
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10.1.2 TRANSPARENT SOURCE OF DATA

The source of the data should be unambiguous, come from a defined source and be
transparent to the end user. End users should have access to documentation about
the data.

An unambiguous, defined source: The source of the cost data should be able to

be documented simply and easily (e.g., “Travel costs were compiled by the AirOne
travel system maintained by our travel vendor” is unambiguous and defined, whereas
“The cost came from Bob” remains ambiguous).

Transparent: The source of the data should be stated to the end user in the
documentation. In addition, any manipulation of the data should be documented,
including standard accruals, straight line cost trending, etc.

10.1.3 MINIMIZATION OF DATA ERRORS

The compiler of the CPH metric must examine each data set for obvious
data errors, including the following:

m The existence of negative cost numbers where a credit has not occurred.

® An inappropriate time frame for costs. Examining the dates of costs
incurred, the compiler should inquire whether a suspicious cost has
been included.

m Errors of omission, where costs are not found for an activity that likely
has costs associated with recruiting/staffing.

10.1.4 PERIODIC AUDITS OF PROCESSES

An examination of the processes that create the cost-per-hire data should occur
periodically to capture out-of-process events and integrate them into the standard
process. This may include process improvements in data collection, technology/
automation projects or other process improvement techniques embraced by the
organization. To calculate cost-per-hire, it is not required that data capture
processes be pristine; however, a commitment to continuous process improvement
should exist.
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10.2 DATE RANGES

The cost-per-hire metric is constrained within a certain time period. To create
consistency among multiple reports with different date ranges, the following
methodology should be used:

The date range stated in the metric should fully encompass financial
activity within the stated range.

For example, if expense item X was incurred at 11:59 p.m. on March 31 for
a date range report of 1/1-3/31, then expense X should be counted in this
report.

Some costs may be invoiced by a vendor asynchronously to the hire.
The compiler of the CPH metric may decide to include costs as they are
invoiced or as they are accrued to the hire specifically. The decision on
how to track dates of expenses should be made once so it is consistent
from report to report.

For example, if the invoice for a background check arrives on April 1 and the
compiler has decided in advance that expenses are recorded on invoice date,
then there is no need to restate a QI report.

10.3 USING DATA SEGMENTATION IN COST-PER-HIRE

It may be useful for HR practitioners to view and compare a subset of CPH data.
For example, management may wish to track costs over time for a specific division’s
recruiting without seeing recruiting data from other divisions. The Cost-Per-Hire
Standard allows for flexibility in expressing cost data in any segment the compiler of
the metric wishes.?®

28 Segmentation may be used in any of the three defined formulas (CPHI, CPHC, RCR). For CPHC, segmentation should be
documented thoroughly enough so as not to cause a novice reader to misunderstand the compiler's segmentation analysis.
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10.3.1 DATA SEGMENTATION DEFINITION

Data segmentation is the practice of “slicing” or segmenting cost-per-hire data
to provide meaningful information on a certain category for an end user. One
might segment the CPH data by any number of different criteria. The point of
segmentation is to derive a subset of cost data for analysis.

Some examples of criteria that may be used for CPH data segmentation
include, but are not limited to, the following:

® Geography or location. m Industry (e.g., construction,

. pharmaceutical).
m Education level.

m Demographics of candidate

m Leadership level (e.g., pool (e.g., EEOC classes)
g .

individual contributor,

manager, senior leader, campus m Recruiting channel(s)

hire). employed (e.g., newspaper ad,
executive search firm, online

job board).

m Business functional area (e.g.,
finance, HR, operations, R&D,

sales).

The compiler of the CPH metric may document segmentation methodology in any
convenient method, provided that the compiler’s intent is clear on what data are
being segmented (see Example 2).%

10.3.2 ADDING SEGMENTATION DATA TO COST-PER-HIRE
CALCULATIONS

To segment the data, the compiler of the CPH metric will add new columns to the
raw data to reflect the desired segmentation to be created (see Example 3).

10.3.3 CPH FORMULA WHEN DATA SEGMENTATION IS USED

The only material difference in applying the segmented CPH formula is that only
the rows of hire data that fall within the stated segment should be included (herein
referred to as a “subset” of the data).

The formula for segmented CPH is as follows:

> (Subset of External Costs) + > (Subset of Internal Costs)

Total Number of Hires in a Time Period within the Subset

CPH =

29 While data segmentation may be a desirable tool for analyzing components of a recruiting effort (e.g., understanding lateral recruiting costs vs. campus costs, or costs to recruit IT employees
vs. call center employees), it is recommended that the compiler of the CPH metric specifically define the objective of the data segmentation to ensure it is an actionable result.
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10.3.4 ASSEMBLING A SEGMENTED COST-PER-HIRE METRIC

The compiler of a segmented cost-per-hire must use the same standards of
transparency, data quality and representative data criteria documented in this
Standard, as well as the in-scope and out-of-scope criteria for the metric.

Example 2: Documentation for Segmentation Method

ITEM DEFINITION

Purpose B Determine CPH by geographic business area.
Variables to Segment B Region names (Americas, EMEA, APAC).
B Currency types (USD).
B Regional differences of CPH information availability and accuracy.
B Regional organizational influence on CPH.
Time Frame B Time period is defined as the month of June 2010.
Transparency B Review CPH data with executive leadership prior to making it available to regional leadership.
Data Quality B Accuracy reviewed, determined that it is acceptable to proceed with identified variables.

B Use corporate accounting’s data on regional fixed and variable costs. Use the number of hires captured in
the organization’s payroll system.

Example 3: Variable Cost Raw Data®°

Candidate | Relocation | Anticipated . Employee
. Hiring Total

Travel Expenses Relocation Referral
Bonus Expenses

Expenses to Date Expenses Bonus

Position Business | Requisition | Name of

Vendor | Adbvertising
Title Unit Number Hire it iz Expenses | Expenses

Marketing ~ Marketing ~ MR29-10 Janet 2/22/2011  $12,899 $725 $1,090 $622 $- $15,000  $4,800 $35,136
Research Puri
Manager

In this example, the compiler adds the column of Business Unit, which will be used in segmentation.

3 Each row in this example contains all expenses incurred for the requisition, including expenses for those candidates considered but
not hired.
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10.3.5 VISUAL DISPLAY OF SEGMENTED COST-PER-HIRE METRIC

When displaying segmented data, the segment in question should be reasonably
represented in the visual display of information, by either a specific column heading
or another written indicator (see Example 4).

10.3.6 SPECIAL CASE SEGMENTATION: COLLEGE/UNIVERSITY CAMPUS
RECRUITING

College/university recruiting efforts represent a special case of data segmentation
with a particular body of knowledge to support segmentation techniques. This
section defines segmentation for this special case within recruiting.?!

Definition of a Campus Hire

The first issue to be addressed is who qualifies as a campus hire, as many
organizations use different criteria. For example, if students graduate from college
and take a year off to travel, or are employed for more than 12 months after
graduation in roles that do not require a degree, and are subsequently hired by an
organization in a degree-related position, do those individuals “count” as campus
hires? One organization might “count” those individuals as campus hires despite the
length of time between graduation and degree-related employment, while another
might not. Other examples are graduates who enter military service after graduation
out of a sense of patriotism or to fulfill financial obligations, such as those who
graduate from a military academy or from an ROTC program. They might not start
employment for two or three years. Finally, some companies account for intern or
co-op hiring in their campus recruiting CPH calculations, while others strictly use
the hiring of graduates into full-time positions.

Example 4: Declaration of Cost-per-Hire Segmentation Results*?

m m EXTERNAL COSTS INTERNAL COSTS TOTAL COSTS REGIONAL CPH

Americas $201,600.00 $127,432.00 $329,032.00 $3,917.05
EMEA 47 $154,794.50 $66,340.50 $221,135.00 $4,705.00
APAC 52 $111,322.64 $39,113.36 $150,436.00 $2,893.00
TOTAL/AVG 183 $467,717.14 $232,885.86 $700,603.00 $3,838.35

3 This section has been developed in cooperation with the National Association of Colleges and Employers (NACE).

2 Note that the information in this table is for example purposes only and does not reflect real data for any organization. This data is not representative of an expected average or industry
standard. Calculations were made using the CPH formula provided in Section 5 of this document.
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For the purpose of the campus recruiting CPH formula, the following
definitions will apply to those who are considered campus hires.

Campus Hires, Full-Time

Campus hires, full-time, are individuals who have obtained a degree within 12
months of their start date or who have not worked in their chosen profession
(for which their degree prepared them) full time for more than one month after
graduation.

Examples of those who “count” for CPH calculations:

m Scott graduates with a degree from an accredited university in June and cannot
find a position in his chosen field. As a result, he takes a position in retail to
make ends meet. Eleven months later, he finds a position at an organization
that hires him into a role that matches his field of study (or requires a degree).
Scott “counts” as a campus hire, and the costs associated with recruiting him
factor into the CPH calculation because his hiring was within 12 months of his
graduation.

Examples of those who do not “count” for CPH calculations:

B Jane graduates from an engineering school and takes a position at an organization
in a technical role. After six months, Jane decides to quit and join another
organization. Since Jane was employed in her chosen field for more than one
month, Jane would count as an experienced hire and not a campus hire, even
though her hiring date was less than 12 months from her graduation.

m Brad graduates from college and decides to travel the world prior to entering the
workforce. After fulfilling this need for wanderlust for 13 months, he decides
to enter the workforce. Regardless of the role he fills, Brad is not considered
a campus hire because his employment began more than 12 months after
graduation.

®m Michael graduates college in December and joins the military. After serving
for two years, he enters the job market. Within 12 months after his military
separation, Michael is hired into a role that requires the skills he obtained in
school and /or the military. Michael does not count as a campus hire, and the
costs for recruiting him are entered into the CPH formula for experienced hires.
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Co-op and/or Intern Hires®®

Interns and co-ops typically are pursuing a degree, either undergraduate or graduate,
while they work at an organization. They are hired by an organization for paid or
unpaid positions for a specific period of time prior to their graduation from college
or university. If the individuals are unpaid, there is an assumption that they are
receiving college credit in exchange for the work they are performing.

Most companies offer co-op and intern programs with the intent of “converting”
these candidates into full-time employees. For campus recruiting CPH calculations,
we recommend that the recruiting costs for these classes of hires be included in the
cost categories in the year they were initially recruited.

Example:

m Willie was recruited to work as a summer intern in 2007 at the completion of his
sophomore year in college. The costs to recruit Willie will be used in the 2007
calculation of CPH. After two internships with the organization (2007 and
2008), Willie accepted an offer for full-time employment for a 2009 start date.
Since the costs to recruit Willie in 2009 were negligible, he is essentially a “free”
hire in 2009, as the real recruiting costs were expended in 2007.

Definition of Campus Recruiters

Companies and organizations often use non-HR employees or third-party recruiters
to assist with campus recruiting. These recruiters go to campuses to recruit,
interview candidates, participate in candidate care and be involved in other activities
used in campus hiring.

For CPH calculations, only the compensation of those individuals whose primary
employment role is to acquire talent will be considered. Thus, a campus recruiter
is defined as an individual in the staffing, recruiting, talent acquisition or human
resources department who has the responsibility for attracting campus hires to
the organization. Hourly or daily rates of line staff—engineers or accountants,
for example, who participate in the recruitment process on campus or in the
workplace—will not count in the CPH formula.

Example:

m Fred is an engineer with an organization that recruits on the University of
Michigan campus. As an alumnus of the University, Fred goes to campus several
times a year for recruiting and relationship-building purposes. Fred’s travel
expenses to recruit college students are captured and calculated as a direct expense
into the organization’s CPH calculations. Fred’s hourly or daily compensation,
however, should not be used to calculate CPH.

3 When preparing a cost-per-hire metric without segmentation, the compiler of the metric may not want to include co-op and
intern hires in the total CPH metric.
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Hybrid Recruiters and Coordinators

Not all organizations have full-time campus recruiters and recruiting coordinators
(those who schedule interview dates and handle administrative matters). Instead,
some organizations have hybrid recruiters and coordinators who are responsible
for attracting both experienced hires as well as new graduates to the organization.
In circumstances where recruiters and coordinators spend time and expend funds
on campus-related recruiting activities, the costs will be apportioned by either

an estimated percentage of time devoted to campus recruiting activities or by the
percentage of new hires to the organization that are campus hires.

Example:

m Carol is a recruiter for a mid-size financial services company. She spends most of
her time recruiting work-experienced candidates, but also recruits on campuses
and establishes relationships with departments at universities from which the
company sources talent. She also attends a few national and school-specific career
fairs. Carol estimates that she spends 80% of her time annually on activities related
to experienced hires and 20% of her time on campus recruiting activities. Thus,
20% of her compensation will be used in the campus recruiting CPH calculation.

Components of Campus Recruiting Operational or Direct Costs

® Recruiter and employee travel for campus recruiting activities, including
interviewing, career fairs and relationship-building activities.

m Interviewer travel expenses for on-campus interviews.

m Candidate travel expenses for office visit interviews and other recruitment-related
activities.

m Recruiting collateral, including brochures, merchandise and other recruiting costs
that are directly related to campus recruiting. Collateral and merchandise costs
will be apportioned on an approximate basis for items used in recruiting for both
experienced workers and campus hires.

m Purchase of resume books and cost of posting jobs on campus-specific job sites.

m Creation and maintenance of websites specific to campus recruiting (in addition to
the general organization career site).

® Social media related to campus recruiting.
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Include:

m The annual expenses of attending college recruiting events that are geared toward
current students, such as information sessions, career fairs, and recruiting budget
related gifts to clubs count as campus CPH expenses.

Exclude:

m Research expenditures at colleges and universities do not figure into CPH, even if
students are hired as a result of the research projects at the university.

® Most financial contributions and philanthropy to universities are not included in
campus recruiting CPH calculations.

In-Scope Costs

The definition of costs within CPHI and CPHC apply to this segmented cost-per-
hire. However, more in-depth data may be required. For example, while estimating
internal hiring manager’s time for interviewing may be optional for CPHI, this cost
of labor may be a significant component in campus recruiting. In addition, although
the job fair category will capture most campus recruiting costs, campus recruiting
also may include specific events for interns, special recruiting programs and events
that should be captured in costs.

The formula for calculating campus recruiting CPH is as follows:

CPH = > (External Campus Costs) + 3 (Internal Campus Costs)

Total Number of Hires from Campus (FT, Intern and Co-op)
in a Time Period
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11.0 Visual Display of
Cost-per-Hire Results

11.1 DECLARATION OF ADOPTION

When an organization decides to use any SHRM /ANSI cost-per-hire metric, it
should declare the use of the Standard the first time the metric is displayed in
materials as a footnote in this format:

This metric was calculated using the “Cost-per-Hire, Comparable” or
“Cost-per-Hire, Internal” or “Recruiting Cost Ratio” ANSI Standard
number ANSI-SHRM-06001.2012.

11.2 RECOMMENDED DISPLAY FORMAT

Cost-per-hire data may be displayed in any visual methodology chosen by the
compiler of the metric (tables, charts, graphs, etc.) that accurately represents the
metric to reviewers of the analysis. To provide full transparency of the metric to a
reviewer, the following is a suggested format for visually displaying a cost-per-hire

metric (see Example 5).34

Example 5
COST PER HIRE, COMPARABLE = $2ZZ.YY COST PER HIRE, INTERNAL = $ZZZ.YY

Date Range 1/1/2010 - 3/31/2010 Date Range 1/1/2010 - 3/31/2010

Last Updated 4/15/2010 Last Updated 4/15/2010

Total Costs = $ZZZ.YY Total Costs = $Z2ZZ.YY

Total # Hires = XX Total # Hires = XX

Cost Details (See documentation) Cost Details (See documentation)

OR
Definitions:
RECRUITING COST RATIO = NN.YY% “Date Range” is the date range used to run the CPH metric stated.

D R 1/1/2010 - 3/31/201

ate Range 2 S g “Last Updated” is the date the metric was last run, reflected in the
Last Updated 4/15/2010 metric stated above.

Total Costs = $ZZZ.YY ) )

) “Total Costs” are the sum of the internal and external costs used in
Total # Hires = XX the metric (the numerator).
Total Compensation = $YY (display optional)
Cost Details (See documentation)

“Total # Hires" is the denominator of the metric.

“Cost Details” should point or link the reader to supporting
documentation (see Examples 7 and 8).

34Note: This document has represented currency as the $ sign for convention purposes only. This standard may be applied
using any desired currency.
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11.3 VISUAL DISPLAY OF COST-PER-HIRE RESULTS WHEN
SEGMENTING DATA

In the event that the compiler of the metric has created a CPH segmented metric,
Example 6 presents the recommended visual display of information.

Example 6

COST PER HIRE (SEGMENTED) = $2ZZ.YY
Segmentation Business Unit Marketing
Date Range 1/1/2010 - 3/31/2010
Last Updated 4/15/2010
Total Costs = $2ZZ.YY
Total # Hires = XX

Cost Details (See documentation)
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M 20 Supporting Documentation

During the period when the Cost-per-Hire Standard is being used within an
organization, the compiler of the metric should maintain documentation on the
data collection methodology and the variables that have been used. The intent
of the supporting documentation is to provide to any interested party adequate

transparency into the process used to calculate the cost-per-hire metric.

This documentation should be updated at least annually, or when the compiler

has changed the cost data used in calculating the metric. The components of the
documentation should include the following information, as presented in Examples
7 and 8:

General information. Information about the formula used and the compiler
of the CPH metric.

Representative data set. A brief statement regarding how representative the
data set is for the entire organization or for the effort being analyzed.

Transparency of cost data used. A table of each cost factor used in the
calculation of this formula and the source of the data used.

Data quality/minimization of data errors. A statement addressing each
cost factor or all cost factors in aggregate on steps taken to correct data
for errors.

Known issues. Any explanations about issues with the formula, the quality
of the data and intended areas for future improvement or innovation.
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Example 7: Cost-per-Hire, Internal, Documentation

Standard Implemented:
Representative Data Set:
Documentation Updated:
Compiler:

General Information:

SHRM/ANSI Standard (ANSI-SHRM-06001.2012): Cost-per-Hire, Internal

XXXXXXXXXXXXX

April 1, 2010

Steve Smith, HRIS Analyst, ssmith@yourcompany.com

None

Description of Cost Factors Used (Numerator)

EXTERNAL COSTS

Advertising and Marketing
Expenses

Background Checks and
Eligibility to Work Expenses

Campus Recruiting
Expenses

Contingency Fees

Drug Testing Expenses

Employee Referral Awards/
Payments

Job Fair/Recruiting Event
Expenses

Pre-screening Fees

Relocation Fees

Sourcing Costs

Travel and Expenses,
Candidate

Travel and Expenses,
Recruiting

Technology Costs

Third-party Agency Fees
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DATA SOURCE

General ledger: Cost code 317

Vendor report, audited by director of
recruiting

General ledger: Cost code 210

Talent acquisition system report,
audited by director of recruiting

Vendor report, audited by director of
recruiting

General ledger: Cost code 554

General ledger: Cost code 112

Vendor report, audited by director of
recruiting

Talent acquisition system report,
audited by director of recruiting

General ledger: Cost code 378

Travel system report

Travel system report

Vendor report, audited by director of
recruiting

Vendor report, audited by director of
recruiting

DATE DATA QUALITY

CHECKED RORES

Year-long contracts are divided by

1212009 the time period measured.

3/2010

2/2010

2/2010

12/2009

12/2009 by he e period mesmned
3/2010

3/2010

12/2009 by he e period mesmned
10/2009

10/2009

212010 by he e period mesmned
2/2010



DATE DATA QUALITY
INTERNAL COSTS DATA SOURCE NOTES

Cost of Recruiting Staff Payroll system 12/2009

12/2009

Reflects new staff added
12/2009.

Reflects new staff added

Cost of Sourcing Staff Payroll system

Non-labor Office Costs

Recruiting Learning and
Development

Data Quality Statement

It is our process during the calculation of this metric to scrub
the data for errant data in the following ways:

m External costs that are incurred at a flat annual rate are
divided into the time period being calculated in this report.
Example: If a resume access contract is $12,000 annually
and the report is monthly, this cost would be calculated as
$12,000 / 12 months = $1,000/month.

® External cost data that are ad hoc (per candidate) are
checked against the total number of hires counted in
the time period. If there is a discrepancy of over XX% on
the number of hires found in the data, we dig into both
systems until the data are aligned.

B To look for missing cost data, we review recruiting costs
and ask the following questions:

O |s there usually a cost for this type of hire that we
do not see in our data?

O |s there an unusually low cost for a usually
expensive hire?

u To look for errant data, we review recruiting costs and ask
the following questions:

O Are any expenses in the general ledger miscategorized
as recruiting expenses?

O Are there extraordinary expenses on a usually
lower-cost hire type?

O Are there extraordinary expenses that are counted in
this reporting period that are actually used year-round?

General ledger: Cost code 555

General ledger: Cost code 556

1/2010.

Expenses are mixed with
L&D; 60% of the non-labor
expenses are allocated to this
CPH measure.

12/2009

12/2009

Known Issues

The compiler of this metric acknowledges that the following
issues have been identified with the data. Although these
issues do not affect the use of the metric, the compiler
wishes to ensure that reviewers are aware of the following:

m In partnering with Finance, we have determined that
although travel costs may be more comprehensive using
the general ledger system, it does not routinely capture
expenses run through our employee expense system. We
have decided to use the travel and expense system for
those costs, understanding that some costs (expected to
be trivial) are not captured in the system.

m Our newly acquired company, Company X, is not yet on
our talent acquisition system. We have decided to use
the same metric calculations for Company X, reported
separately until it is fully integrated into our systems,
estimated to be completed in Q2 2011.

m Third-party agency fees are known to be within 5%
accurate, as one division is not directly using central
recruiting for all hiring needs.
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Example 8: Cost-per-Hire, Comparable, Documentation

Standard Implemented: SHRM/ANSI Standard: Cost-per-Hire, Comparable

Documentation Updated: 6/28/2010

Compiler: Steve Sample

General Information: The suggested format for visually displaying a cost-per-hire metric was used.

Cost-per-Hire = External + Internal Costs / Total Number of Hires in a Time Period

COST-PER-HIRE, COMPARABLE m Definitions

Bt e 10/1/09-3/31/10 B “Date Range” is the date range used to run the
CPH metric stated.

Last Updated 6/11/10 . .
P ® “|Last Updated” is the date the metric was last run.
Total Costs $69,012 ® “Total Costs” are the sum of the internal and external
_ costs used in the metric (the numerator).
Total # Hires 27
m “Total # Hires" is the denominator of the metric.
Cost Details See below

m “Cost Details” are described below.

Supporting Documentation

1. Representative data set: The time period chosen was 10/1/09 through 3/31/10. This period is representative of many
costs associated with the calculation of CPH because the new hires constitute positions at all levels in the organization.

2. Description of cost factors used (numerator):

DATA QUALITY
EXTERNAL COSTS DATA SOURCE CHECKED? NOTES

Annual charges should be prorated based on the period
Advertising and Marketing Expenses General ledger: Recruiting budget Yes selected. This requires reporting beyond the period selected
to search for any annual costs.

Campus Recruiting Expenses General Ledger: Recruiting budget Yes
Job Fair/Recruiting Event Expenses General Ledger: Recruiting budget Yes

We would have to search through the membership budget
Sourcing Costs G el Resmliing ek No account to find these data, or we could charge the recruiter's

expenses to the recruiting budget to facilitate calculating the
CPH.

Aemauii redtel o pl iveies Required A/P supervisor to pull invoices to review. Used a

Technology Costs X Yes percentage of costs, not broken down to the specific applicant
for review
software.
Background Checks and Eligibility X L
to Work General Ledger: Recruiting budget No
Drug Testing Expenses General Ledger: Recruiting budget No
Employee Referral Awards/Payments N/A None in the time period.
Travel and Expenses, Candidate General Ledger: Recruiting budget Yes Nt fmelatee) o (/I reruriing (urelegeth Cliengres o he

recruiting budget of hiring division.

We did not have any costs included in the HRIS. These data are
Travel and Expenses, Recruiting Would be included in the travel budget Yes pulled from individual expense reports since they are charged to the
travel budget. Would be helpful to have copies upfront.

Not included in HR recruiting budget. Charged to the recruiting

Third-party Agency Fees General Ledger: Recruiting budget Yes It it g Gl

Recruitment Process Outsourcing Fees N/A
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DATA QUALITY

Payroll system data,
Cost of Recruiting Staff Payroll including portion of
annual bonus.

General Ledger:

Cost of Sourcing Staff Recruiting budget Yes
Non-labor Office Costs Yes
Recruiting Learning and Yes

Development

3. Description of number of hires data used (denominator): The data used for
# hires was taken from our HRIS system, iVantage, for the time period selected.

4. Data quality statement: It is our process during the calculation of this metric to
analyze the data for inconsistencies as follows:

m External costs that are incurred as an annual fee are prorated for the time period
selected. Example: Resume access contract is $6,000 annually, and the report is
for 6 months. This cost would be calculated as $6,000 / 12 months x 6 = $3,000
for the 6 months.

m To look for missing cost data, we review recruiting costs in the general ledger and in
the HRIS system and ask the following questions:

O Is there usually a cost for this type of hire that we do not see in our data?
O Is there an unusually low cost for a usually expensive hire?

m To look for data errors and anomalies, we review recruiting costs and ask
the following questions:

O Are there any expenses in the general ledger that have been miscategorized?
O Are there higher than normal expenses on a typically lower-cost hire type?

O Are there expenses that are counted in this reporting period that are actually used
year-round?

5. Known issues: The general ledger recruiting budget had most of the costs we were
looking for. Other costs, such as travel for the recruiter and non-labor office costs, are
not included in the general ledger recruiting budget and are more difficult to locate.
Where documented, we used non-system of record sources such as actual invoices
from files. For future consideration, we have suggested keeping a copy of the invoices
before they go to Accounting in order to facilitate finding all of the costs associated
with the cost-per-hire.
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Bl 13.0 Appendix: List of Tables

Table 1: CPHI External Cost Data in Scope
Table 2: CPHI Internal Cost Data in Scope
Table 3: CPHC External Cost Data in Scope

Table 4: CPHC Internal Cost Data in Scope

37 AMERICAN NATIONAL STANDARD



B Notes
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Report ISO/TC 260/Task Group Operating Models
Date: Thursday 12 July 2012

The first Webex meeting of TG Operating Models was 15 June 2012. During this meeting we have
discussed the use and purpose of an ISO deliverable for operating models in the field of Human
Resource Management.

The intention is to make a recommendation for ISO/TC 260 how to handle the topic Operating
Models in the development of future standards. This recommendation will be discussed during the
coming meeting of ISO/TC 260, 24-25 September, Melbourne, Australia.

A draft template is made to describe different operating models. This template contains different
aspects to explain models, to show how they fit to the organization culture and which personal
skills are desirable.

The template can be a starting point for the development of an ISO Technical Report.

A revised version of the template has to be made, but more input from experts is necessary.

Kind regards,

Stephanie Jansen
Convenor/Secretary ISO/TG Operating Models

Stephanie Jansen
Consultant NEN Occupational Health and Safety
Consultant NEN Energy Resources

T +31 15 2690 441
M+ 316 33319992
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Objectives

» Charter of the HR Practices Task Group
* Process

* Outcomes of the work

* Proposed Next Steps




Charter of the HR Practices

Task Group

 The ISO TC260 is dealing
with the topic of Human
Resource Management,
which can be viewed as
an incredibly broad field

« The HR Practices task
group was tasked to
define Human Resources
by stating what was
included in the field and
what was excluded from
the proposed definition




Why is this important?

 The goal is to provide an
internal document that
can guide our future
standards development
and potentially create a
framework/taxonomy that
can be utilized by TC260

* Without this guidance, the
TC260 could potentially
become focused on only
one portion of HR and/or
become too broad




The Task Group

* The task group included
19 people

* |ncluded representation
from France, Germany,
Portugal, United Kingdom
and the United States

 The team met virtually
and exchanged both best
practices and ideas




The Outcome

Five Stages of the Employee Life

Cycle
Twenty HR One Hundred Potential Areas
Functional for TC260 to consider
Areas




The Deliverable

* The Proposal
contains the

— Framework that makes
up Human Resources

— Definitions of the
Employee Life Cycle

— A second version of the
framework which gives
some example
processes/tasks for
some of the areas.

HR Practices Definition of Terms

HR Strategies and Policies involve decisions, practices and activities of an organization designed to identifly, attract, acquire, deploy, develop and retain the human
capital (1e., knowledge, skills, corapetencies and other attributes) required to develop and irpleraent the business strategy of the orgarization. They also include
decisions, practices and activities of an organization designed to raanage the separation of eraployees frora the organization.

Attraction and Recruitment involves policies, processes, practices and activities of an organization designed to identify, attract and acquire the hurnan capital (ie.,
knowledge, skills, competencies and other attributes) required to develop and irpleraent the business strategy of the organization.

Hiring and On-boarding irvvolves policies, processes, practices and activities of an organization designed to on-board and orient new eraployees recquired to design
and iraplement the business strategy of the organization.

Talent Management involves policies, processes, practices and activities of an organization designed to manage, deploy, develop and retain eraployees required to
design and irapleraent the business strategy of the organization.

Separation rvobves policies, processes, practices and activities of an organization designed to rmanage the separation of exaployees frora the organization.

Approach:
The initial proposal is that the team consider a raatrix using the traditional functional areas with the employee life cycle. The below table shows the main headers for
both the functional aspects and the eraployee life cycle. There is a second table that has populated the matrix with saraple activities to help define the function.

HR Sirategies and Atira cion Hixing and Talent Management  Separaticn
Polides & Reauitment  Onbhoarding

(Organization Design and

[Developmmert.

\Wordorce Plaming

[Recuitmerd.

HR Sirategies andpolides  Atiraclion Hixing and Onboarding Talent Management Separation
[Requisition Process
lapplicart Tracking
Candidate Assesamerd
[tervievr and Select
Offer Managemert
Cordractor Process
Talerd Management Competency hlmagemert [Perfonnance hlmagemet
Career Developmert Pl
[Succession plaming
Objective and Goal setting
[Lesming Managamert [Heeds Assesamerds Cortert Design and Developmmert
[Leaming Delivery
[Leaming Admirdstration
Compensation Compensation strategy amd Compensation Planing
lmazemert policies [Plan Design
ket Analysis
Salary surveys
Compensation Application
(Global Mobility Strategy and Policy On- Assigrenert Services
[Developmerd. [Repatristion Services
[Assigronert Miation Services  |Tax Services
[Household Goods Services
[Vendor Management
loyee Data ey Hire Process on Self Service trans actions
. A . .
[Suspension




The Employee Life Cycle

HR Strategies

Separation and Policies

Attraction and

Talent Management Recruitment

Hiring and
Onboarding




The Functional HR Areas

« Organization Design and
Development

* Workforce Planning

* Recruitment

« Talent Management

* Learning Management

« Compensation Management
* Global Mobility

 Employee Data Maintenance

 Employee Relations / HR
Business Partner

« Health Benefits Management

Retirement Management
Time and Attendance
Payroll

AR Delivery

AR Information Technology
Compliance

Reporting and Analytics

Leave and Absence
Management

HR Communications

Occupational Health and
Safety




Conclusion

* The task group feels that this is a good
framework that should be utilized by
TC260 to determine what should be
considered for future TC work items.




To Consider: A Literature Census?

e Serious consideration
should be given to the
breadth of the framework.

— 20 functional areas

— If TC260 concurs that HR
includes areas such as
Payroll, Learning
Management and Retirement
Management, there may be
existing bodies of work
already established by other
iInternational organizations
that has not been reviewed by
an international standards
organization.

— Should TC260 consider a
literature census?




Proposed Next Steps

* The task group believes that the
framework should be accepted as an
internal working document for TC260.

* The task group is ready to be formally
closed.
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ISO TC 260: Working HR Practices Group Proposal Document
Submitted on May 31st, 2012

Participating Members:

Franz Gilbert, GPHR - committee chair

Harold Ackerschott Reiner Hager

Manuel Fernandes Fatma Bensalem

Izy Behar Laurence Breton-Kueny
Sarah Walton Heather Bond

Tom Hogan Fernan Cepero
Jean-Louis Mutte Jean-Pascal Arnaud
Jason Knopes Ed Terhune

Amanda Benedict Damienne Verguin
Nicolai Dyroff Oliver Kothrade

Purpose:

The Working Practices working committee was charged with the responsibility of coming up with an document that will be used by
the TC260 committee to help guide what work would be considered part of Human Resources.



HR Practices Definition of Terms

HR Strategies and Policies involve decisions, practices and activities of an organization designed to identify, attract, acquire, deploy, develop and retain the human
capital (i.e., knowledge, skills, competencies and other attributes) required to develop and implement the business strategy of the organization. They also include
decisions, practices and activities of an organization designed to manage the separation of employees from the organization.

Attraction and Recruitment involves policies, processes, practices and activities of an organization designed to identify, attract and acquire the human capital (i.e.,
knowledge, skills, competencies and other attributes) required to develop and implement the business strategy of the organization.

Hiring and On-boarding involves policies, processes, practices and activities of an organization designed to on-board and orient new employees required to design
and implement the business strategy of the organization.

Talent Management involves policies, processes, practices and activities of an organization designed to manage, deploy, develop and retain employees required to
design and implement the business strategy of the organization.

Separation involves policies, processes, practices and activities of an organization designed to manage the separation of employees from the organization.

Approach:
The initial proposal is that the team consider a matrix using the traditional functional areas with the employee life cycle. The below table shows the main headers for
both the functional aspects and the employee life cycle. There is a second table that has populated the matrix with sample activities to help define the function.

HR Strategies and Attraction Hiring and Talent Management Separation

Policies & Recruitment  Onboarding

Organization Design and
Development

Workforce Planning

Recruitment

Talent Management




HR Strategies and Attraction Hiring and Talent Management Separation

Policies & Recruitment  Onboarding

Learning Management

Compensation Management

Global Mobility

Employee Data Maintenance

Employee Relations / HR
Business Partner.

Health Benefits management

Retirement Management

Time and Attendance

Payroll

HR Delivery

HR Information Technology

Compliance

Reporting and Analytics

Leave and Absence Management

HR Communications

Occupational Health and Safety




Table with Sample Activities

This table is intended to provide the reader with a deeper understanding of what activities we consider make up a portion of the employee life cycle and/or a
functional area. It is not intended to be the exhaustive list of every activity that could be included.

HR Strategies and policies

Attraction
And Recruitment

Hiring and Onboarding

Talent Management

Separation

Org Design and
Development

OD&D strategy & policies

Review current organization
performance

Determine allocation of resources
Develop performance indicators
Organization design

Develop conceptual design
Develop detailed organization
design

Design teams and jobs
Implement a change program

Workforce Planning

Developing Hiring Needs
analysis

Development Skill Gap Analysis

Manage Predictive Turnover
Process

Recruitment

Sourcing strategy
Social media Sourcing
SEO Strategy
University Recruiting
Contractor Vendor
Management
Requisition Process
Applicant Tracking
Candidate Assessment
Interview and Select
Offer Management
Contractor Process




HR Strategies and policies

Attraction
And Recruitment

Hiring and Onboarding

Talent Management

Separation

Talent Management

Competency Management

Performance Management
Career Development Plan
Succession planning
Objective and Goal setting

Learning Management

Needs Assessments

Content Design and Development
Learning Delivery
Learning Administration

Compensation Compensation strategy and Compensation Planning
Management policies Plan Design
Market Analysis
Salary surveys
Compensation Application
Global Mobility Strategy and Policy On-Assignment Services
Development Repatriation Services
Assignment Iniation Services | Tax Services
Household Goods Services
Vendor Management
Employee Data New Hire Process Non Self Service transactions
Maintenance Promotion/Demotion
Suspension

Employee Relations

Employee and industrial
strategies and policies
Industrial relations strategies
and policies

Works council strategies and
policies

Disciplinary, appeal and
grievance management

Employee relations advice and
guidance

Employee relations administration

Health Benefits
management

Benefits strategy and policies

Plan Design

Annual enrollment

Benefits administration
Benefits provider
management, reporting and
payment

Ancillary benefit services by
country

Benefits enrollment - ongoing for
new hires, newly eligible’s,
family status changes, new
retirees, survivors, QMCSO
dependents




HR Strategies and policies

Attraction
And Recruitment

Hiring and Onboarding

Talent Management

Separation

Retirement Management

Retirement strategy and
policies

Retirement plan enrollment -
ongoing (new hires, newly
eligibles, new retirees,
survivors, terminated vesteds,
terminated non-vesteds,
inactive employees,
beneficiaries, alternate
payees, joint annuitants )
Retirement plan annual
enrollment for applicable
plan(s)

Retirement plan-related
communications

Retirement plan provider
management, reporting and
payment

Local program administration
Defined benefit
administration

Defined contribution
administration

Defined benefits fund
management

Defined contribution fund
management

Pension administration for
retired employees

Trustees governance

Time and Attendance

Time and attendance strategy
and policies

Labor data transaction collection
& approval

Time and attendance data
processing

Time and attendance reporting
Workforce scheduling




HR Strategies and policies

Attraction
And Recruitment

Hiring and Onboarding

Talent Management

Separation

Payroll Payroll strategy and policies Quarter-end processing Data processing
(e.g., pay frequency, pay Year end processing Garnishment processing
dates, methods of payment) Expatriate Payroll Pay processing - on-cycle
Tax authority management Pay processing - off-cycle
Banking transaction management
Tax filing and funding
Payroll accounting
Payroll and tax compliance
Distribution
HR Delivery Service delivery strategy and Employee & Manager query | Document & archive management
policies management Process documentation

Service delivery channels
Management
Service center management

management
Data quality & integrity
Knowledge management

HR Information
Technology

HR IT strategy and policies

Database Management
Historical data maintenance
HRIS maintenance
Interface management
Application and network
security

Security administration
HR systems hosting

HR systems development
HRIS disaster recovery
Software licenses

Data Protection

Compliance

Compliance strategy and policies
Compliance and statutory
reporting

Data protection & privacy
Employment legislation

Health & safety management
Other legislation

Reporting and Analytics




HR Strategies and policies  Attraction Hiring and Onboarding Talent Management Separation

And Recruitment

Leave and Absence Leave and absence strategy Leave and absence management
Management and policies

HR Communications

Occupational Health and
Safety




isorrc 260 N 46

==
IS0
=

ISO/TC 260
ISO/TC 260 - Human resource management

Email of secretary: jknopes@ansi.org
Secretariat: ANSI (USA)

N46 - HR Metrics Final Recommendations

Document type: Other meeting document
Date of document:  2012-08-14
Expected action: INFO

Background:

Committee URL: http://isotc.iso.org/livelink/livelink/open/tc260


mailto:jknopes@ansi.org
http://isotc.iso.org/livelink/livelink/open/tc260

Table of Contents

BacCKground...........cccooviieiiee e
Why HR Measurement Metrics are Important................
USE OF IMBLFICS. ..ot
Difference between Data, Metrics and Analytics..............
Possible Areas of HR Measurement.............ccoccoevvennennne,
Dimensions of Measurement.............ccoeovereneieneneennennens
Leading and Lagging Indicators of Performance.............
Key Consideration in Choosing HR Metrics.....................
Progress by TG 3 HR MELriCS.......cccccveveiieieiiice e
Key FINAING.......c.cooiiiiiic e
Recommendations............cccooviiiiiiiiice e

RETEIEINCES. ....oeeeeeeeeeeeeeeeeeeeeeeeee s



1)

2)

3)

4)

ISO TC 260 HR Standards
Task Group:"'Key Social and Business-Impact Metrics"
(Based on discussion in Washington —10-11 Nov 2011)

Background
ISO (International Organization for Standardization) is a worldwide federation of of
National Standards Bodies of 140 countries, supported by a Central Secretariat based
in Geneva, Switzerland. The primary aim of international standardization is to
facilitate the exchange of goods and services through the elimination of technical
barriers to trade. 1SO develops International Standards for all industry sectors (with
the exception of electro technology, covered by IEC, and telecommunications, covered
by ITU). ISO has developed over 18,500 International Standards on a variety of
subjects, and approximately 1,100 new standards are published every year.
In an effort to promote consistency and to standardize the workforce-management
practices in terms of responsibilities and performance expectations, ISO has embarked
upon standardization of HR and formed a Technical Committee, 1SO/TC 260 HR
Standards, to pursue the project. Its plenary meeting was held in Washington, D. C. on
10-11 November 2011. Initially the Committee was comprised of 11 countries, but
now it includes 15 countries: U.S., U.K., France, Germany, Sweden, Switzerland,
Austria, Norway, Netherland, Portugal, Finland, Pakistan, Malaysia, Italy, and
Australia.
HR standardization offers broad, coordinating guidance to HR practitioners to
harmonize disparate practices for the benefit of organizations and their employees.
Standardization of HR will boost local economies by removing barriers to trade, better
international market access, more business efficiency, flexible, cost-effective means of
complying with international and regional rules/conventions, and improved employee
satisfaction.
As a result of the 2011 plenary meeting in Washington, four task groups were formed
to standardize following aspects of HR:

1. HR Operating Model (Task Group Leader: The Netherlands)

2. HR Processes (Task Group Leader U.S.)

3. Human Governance (Task Group Leader: France)



4. HR Key Social and Business-Impact Metrics (Task Group Leader: Paklstan).
The member countries in this Task Group include the U.S., Germany, France,
and the Netherlands

2) Why HR Measurement Metrics are Important?

3)

A compelling reason for HR measurement is that the 21* century has seen a paradigm
shift from production to service economies worldwide, and the concept of a labor
worker transformed into a knowledge worker, which demands ever-higher skill sets of
employees.

Today workforce-related costs range from 20% to more than 70% of operating
expenses (Cascio & Boudreau, 2011); hence employers are demanding measurable
returns on investment (Jac Fitz Enz, 2009). Meaningful HR measures help drive HR
strategy. They also help in benchmarking and predicting future states of an

organization.

As Cascio and Boudreau noted in their book, “Investing in People” (2011), business
leaders inside and outside of the HR profession need more rigorous, logical, and
principles-based frameworks for understanding the connections between human
capital and organizational success. HR’s traditional model of subjective opinions,
emotions, and gut feelings is woefully inadequate. Numbers and ratios are the
universal language of business. Hence it is important for HR to be able to connect

meaningful numbers and ratios to important organizational outcomes.

Scholz and Stein, in their research paper, “International Transferability of Human
Capital Measurement” (2012), write that power to define measurement systems is
equivalent to power to define processes around them and will eventually lead to
computer software, incorporating both metrics and software. It is therefore extremely

important to discuss Metrics in an international context.

Uses of Metrics
Based on the work of the Saratoga Institute, following are some of the perceived
benefits of HR metrics:

a. Communicate specific expectations.

b. Identify performance gaps that should be analyzed and eliminated.



4)

5)

c. Provide feedback, comparing performance to a standard or benchmark.
d. Support decisions regarding resource allocation, projects, and schedules.
e. Measure the processing efficiency of HR operations in numerical form.
f. Identify key trend lines in various operations of HR

g. Business can interpret the trend lines and forecast future situations.

h. HR can become alert to avert/handle impending situations and minimize

surprises.

I.  Identify internal benchmarks for improvement, with a view to becoming
competitive, cost effective, and responsive to business needs.

j.  Quantify the HR department's contribution to the overall bottom line, through
solid, factual, and verifiable data.

k. Improve productivity in an organization through the accomplishment of

organizational goals and objectives.

Difference between Data, Metrics, and Analytics

Tim Giehll (2011) explains the difference between data, metrics, and analytics as
under:

“Take a look at absenteeism: ask how many people are absent (data report), what
percentage is that of the company’s workforce (metric), how this information relates to
three or more variables (analytics), such as revenue for a day, to help make decisions

about whether it pays to hire a temporary employee when someone is absent.”

“HR metrics is a stepping stone for HR analytics, which is fact-based decision making.
It is the use of data, statistics, and scientific methods - with the help of technology — to
assess the impact of HR practices on organizational goals. HR or talent analytics is
growing in popularity as organizations everywhere try to maximize their investments

in people (Davenport, Harris, & Shapiro, 2010; Hoffmann, Lesser, & Ringo, 2012).

Possible Areas of Human Capital Measurement

Scholz and Stein (2012) emphasize that Human capital measurement is gaining
growing relevance in strategic HRM as a systematic instrument to analyze and
improve HRM quality and performance. A broad range of metrics already exists to

validate and measure results and performance related to the enormous complexity of



the HRM field. A recent trend is to focus on a monetary human capital measurement
(e.g., Matthewman, 2006; Scholz, 2006; Syrett, 2006) in order to link it to the HR-
related discussion of HR risks (e.g., Kobi, 2002), human capital preservation, and HR

value-creation potential (e.g., Low, 2000).

Overall two approaches (micro-macro) emerge to measure human capital. Micro-level
measurements impact HRM programs and, therefore, specify key performance
indicators and performance drivers, such as annual training hours or the degree of
variable pay (e.g., Becker, Huselid, and Ulrich, 2001) that are able to leverage HRM
efforts. Macro-level measurements impact HRM and therefore connect HRM
performance with company value. If excellent HRM increases corporate performance,
it should be possible to identify which practices influence corporate value (Fitz-enz,
2000).

Scholz and Stein (2012) identify seven key areas for HR measurement, which include
labor costs, number of employees, workforce configuration, training and development,
motivation, work context, and return on workforce investments. With the exception of
returns from the workforce, note that all of the other measures focus on efficiency, not

on effectiveness or impact. Detailed components of each area are given below.

Human capital categories HR-metrics

Labor costs salaries of employees
cost structures
Total labor costs

external workforce costs

Number of employees number of employees
full time equivalents
extent of part-time work

external workforce

HR-Configuration workforce diversity in respect to gender

workforce diversity in respect to age



workforce diversity in respect to nationality
workforce diversity in respect to job level

workforce diversity in respect to qualification

Training and development

number of apprentices and trainees
apprentice/trainee retention

apprentice rate

training and development costs

training and development days

training and development number of persons
key areas of training

knowledge management

Leadership

employee commitment

job satisfaction

retention and labor turnover
employer’s image

employer brand

Work context

working hours

flexitime

health programs

employee health rate
work-life-balance
informational infrastructure
occupational safety

accident prevention

Return on workforce

turnover per employee

EBITDA per employee

HR-related return on investment

savings achieved by the suggestion scheme

patents




6) Dimensions of Measurement

HR is a service (product) to the organization, and a client (organization) always looks

at service from five difference perspectives (Enz, 2009):

a. Cost efficiency (e.g., cost per hire)
b. Timeliness (time to fill vacancies)
c. Volume and yield (e.g., total number of applicants,)
d. Quality (Error rate, quality attributes of talent)
e. Reactions (Customer Satisfaction)
Example:
ACQUIRING |[SUPPORTING |DEVELOPING [RETAINING
COST Cost per hire Compensation per [Cost per trainee  [Cost of turnover
staff
TIME Time to fill jobs [Time to respond [Training hours per[Turnover by
to fulfil request |staff length of service
VOLUME/ [Numbers hired  |No of claims Numbers trained [Voluntary
QUANTITY processed turnover rate
ERROR New hire rating  [Processing Competency Rate [Succession
error rate Readiness level
REACTION |Manager Employee Trainee/ Turnover reasons
satisfaction satisfaction index [Supervisor and follow up
satisfaction index measures

Note that only metrics that address “error” focus on HR effectiveness or impact. All

others focus on efficiency.

7)

Leading and Lagging Indicators

Fitz-Enz (2009) differentiates measurements into two categories i.e. lagging indicators,

which give a rear-mirror view by showing past trends, and leading indicators, which

help the business navigate the future. From an HR perspective, the following are key

leading indicators of performance, and therefore candidates for measurement.

1) Employee engagement

2) Succession readiness

3) Corporate culture



4) Customer satisfaction

5) Leadership quality.

6) Staff retention in mission—critical jobs
7) Knowledge management systems

8) Key Considerations in Choosing HR Metrics
When it comes to HR metrics, perhaps the most fundamental principle is that HR
measurement is valuable to the extent that it improves vital decisions about talent and how
it is organized. Many HR metrics focus only on efficiency, such as cost per hire or time to
fill open requisitions. Others address effectiveness, the effect of HR programs and
practices on talent. Examples include correlations (validity coefficients) between test
scores and job performance, or measures of the relative effect size of alternative training
interventions. Finally, impact asks, “Where will specific improvements in talent and
organization performance most enhance sustainable strategic success? Metrics at this level
focus on important outcomes, such as customer satisfaction, profitability (e.g., return on
assets), or shareholder returns (total returns on common stock). For more on efficiency,
effectiveness, and impact see Boudreau and Ramstad (2007) or Cascio and Boudreau
(2011). Keep these distinctions in mind as you choose the HR metrics that best fit a given

situation.

Unfortunately, many organizations choose specific metrics because they are available, not
because they are logically related to important strategic outcomes. To avoid this trap, it is
useful to ask four key questions:
a. What metrics matter most to the organization, in terms of its ability to achieve
strategic and operating objectives?
b. What data should you gather or track to calculate these metrics?
c. How will you synthesize and analyze the data in a way that shows their impact
on the business?
d. How will the organization use the results?
Beyond these considerations, consider several others:
»  WHEN (when is the right time to assess the impact of the investment and to report out

to key stakeholders, for example, with respect to a leadership-development program?)



*  WHO (is HR solely responsible for tracking metrics? If not, who else and to what
extent should they be involved?)

+  HOW (how do I start the conversation, with whom, how do I tie it to the organizations’
vision, mission, goals?)

«  HOW MUCH (how much information is too much to track to avoid metrics fatigue?)

9) Progress by Task Group 3 - HR Metrics

Based on discussions during the plenary session of ISO TC 260 in Washington, extensive
market research was conducted to explore current trends in Human Capital Measurement
across the globe. Frequent emails were exchanged between TG 3 members, along with
freely floating material and thoughts by members and their associated experts.

In an effort to consolidate recommendations, a Webex meeting was organized on 12 June
2012. Available members actively participated in those discussions; however, due to
international contextualization, a clear consensus did not emerge regarding the selection
of a set of metrics. The Group decided to compile an exhaustive list of HR metrics, and to
circulate it to all members, including those who could not attend the meeting. The purpose

was to seek consensus on the starting point. The following metrics were circulated to all.

Table: TG 3 Members were asked to identify priorities for metrics and to fill columns C, D,

and E for each metric(s).

A B C D E
Type of Metric Priority Data Likely How will
1,2,3 etc required | impact | organization
from impact to on use results
point of calculate | business
view metric (s)

HR Financial Areas

Human capital revenue (e.g.,
employee productivity as a result of
a valid selection program, changes
in employee engagement, or a

workplace flexibility program)

Human capital cost (e.g., the cost of




absenteeism, the cost of employee

turnover)

Human capital ROI (e.g., as a result

of a training program)

HR Social Areas

Corporate social responsibility

Transparency

Sustainability initiatives

HR Functional Areas

Hiring

Retention

Training and Development

Compensation

Performance Management

Employee Relations

Diversity and Inclusion

Workforce Demographics

Work Life Balance

Leading Indicators

Employee Engagement

Succession Readiness

Corporate Culture

Staff retention in critical jobs

Knowledge Management Systems

Leadership Quality




10) Key Findings

Based on the overall research and deliberations within TG 3, following are the

findings:

Today workforce-related costs range from 20% to more than 70% of organizational
operating expenses; hence employers demand measurable returns on investment.
Business leaders expect HR profession to take outside in approach and they need more
rigorous, logical, and principles-based frameworks for understanding the connections
between human capital and organizational success. HR’s traditional model of
subjective opinions, emotions and gut feelings is woefully inadequate. Numbers and
ratios are the universal language of business, it is important for HR to be able to
connect meaningful numbers and ratios to important organizational outcomes.

HR Metrics is a stepping stone for HR analytics, which is fact-based decision making.
Analytics are growing in popularity as organizations everywhere try to maximize their
investments in people.

Power to define measurement systems is equivalent to power to define processes
around them. It is therefore important to discuss Metrics in an international context.
Overall, two approaches emerge to measure human capital. One is the Micro
measurement approach, which impacts HRM programs and, specifies key performance
indicators and performance drivers, such as annual training hours or the degree of
variable pay. The other is the Macro approach, which connects HRM performance
with the company value. This is based on the premise that if excellent HRM increases
corporate performance, it should be possible to identify specific practices that
influence the corporate value.

Measurement areas can also be classified on the basis of labor costs, number of
employees, workforce configuration, training and development, motivation, work
context, and return on workforce.

All functional areas of HR including Hiring, Retention, Training and Development,
Performance Management, Employee Relations, Diversity, Total Rewards, Workforce
Demographics and Work- Life Balance need measurement to determine their
efficiency, effectiveness and impact on the business.

Financial aspects of HR measurement include HR Revenue, Cost, and ROI, whereas

social aspects include CSR, sustainability, and transparency measurements.

10



HR Measurements can also be clubbed into two broad categories of Iagging and
leading indicators of performance. Leading indicators help in assessing future business
scenario of an organization and include employee engagement, succession readiness,
corporate culture, customer satisfaction, leadership quality, staff retention in mission—
critical jobs, and knowledge management systems.

Every HR measurement area has five possible dimensions to measure, which include
Cost efficiency, Timeliness, Volume and yield, Quality (Error rate, quality attributes
of talent) and Customer Reactions (Satisfaction).

In order to prioritize and decide on the most important HR metric for standardization;
all above aspects of HR measurement were discussed among Task Group 3 Members.
The overall opinion of the members was however scattered in various areas; hence

making it difficult to recommend a particular HR Metric for standardization.

11) Recommendations

a)

b)

Given the choice, the most challenging question for TG 3 is to trade off between HR
efficiency, effectiveness, and impact metrics. Given the principle that HR
measurement is valuable to the extent that it contributes to important decisions about

talent and how it is organized, the effectiveness and impact metrics should lead to

sustainable strategic success.

International contextualization of HRM makes it difficult for the Task Group to agree
unanimously on any particular set of metrics at this stage. However, given the premise
and wider options discussed above; TG 3 (Business and Social Impact Metrics Group)
will discuss and decide on the future choice of HR Metrics for measurement and

standardization during meeting at Melbourne on 23-25 September 2012.

11



References
Boudreau, J. W., & Ramstad, P. (2007). Beyond HR : The new science of human
capital. Boston, MA : Harvard Business School Publishing.
Cascio, W. F., & Boudreau, J. W. (2011). Investing in People (2™ ed.). Upper
Saddle River, NJ: Pearson/Financial Times Publishing.
Davenport, T., Harris, J., & Shapiro, J. (2010, Oct.). Competing on talent analytics.
Harvard Business Review.
Fitz Enz, J. (2009) ROI of Human Capital (2" Edition): AMACOM Publishing.
Giehll, T., (2011) Human Capital Financial Reports: Shamber Rose Publishing
Hoffmann, C. Lesser, &Ringo, T. (2012). Calculating success: How the new
workplace analytics will revitalize your organization. Boston: Harvard Business
School Publishing.
Harter, J. K., Schmidt, F. L., Asplund, J. W., Killham, E. A., &Agrawal, S. (2010).

Causal Impact of Employee Work Perceptions on the Bottom Line of Organizations.

Perspectives on Psychological Science, 5(4), 378-389.

Macey, W. H., & B. Schneider, (2008). The Meaning of Employee Engagement.
Industrial and Organizational Psychology, 1, 3-30.

Scholz and Stein (2012) Research Paper on International Transferability of Human
Capital Measurements: Worldwide Standardization of HR Metrics.

SHRM Human Capital Benchmarking Study (2010).

12



isorrc 260 N 47

==
IS0
=

ISO/TC 260
ISO/TC 260 - Human resource management

Email of secretary: jknopes@ansi.org
Secretariat: ANSI (USA)

N47 - Design specification - Human Governance

Document type: Other meeting document
Date of document:  2012-08-16
Expected action: INFO

Background:

Committee URL: http://isotc.iso.org/livelink/livelink/open/tc260


mailto:jknopes@ansi.org
http://isotc.iso.org/livelink/livelink/open/tc260

afnor =0

NORMALISATION

ISO TC 260

Design specification for Task Group "Human
Governance”

(Based on element discussed in Washington - Nov
2011)

Association Frangaise de Normalisation 11, rue Francis de Préssensé F — 93 571 La Plaine Saint Denis cedex
http://www.afnor.fr SIRET 775 724 818 00205

afror




k=

afnor o

NORMALISATION

SUMMARY

1 000 0L 1=« PP 4
1.1  What Role should Boards Play In Supporting HR Strategy & Governance? ........cccoueeeseeene. 7
1.2 WhY Are We CONCEIMIEA? .....coieeeeeereerreesseesseesseesssesssesssesssssssesssesssessssssssssssssssessssssssssssesssesssessssssssssssessaes 7

2 PUIPOSE oottt s s s E e 8
2.1 HUIMAN GOVEITIANCE. ..euieurearesresresressessessessessessessssssssssssssssssessessessessessessessessessesssssssssssssssssssssssssssessessessessessessens 9
2.2  How Does Human Governance Differ From Corporate GOVErnance?.........eeens 9

R T = /] D T b =) Lol TP 11
3.1 GENERAL ..ottt cs s s R s n s 11
BL2 USERS ettt st s s AR RS ae R 11
3.3 BN ICIATIES cuueereeeeereeeeeseese ettt et b e b b s bR R R Rt 12

4 Scope of the future standard ON “HUMAN GOVERNANCE"........coemernemseesseerseessesseessessssesssessseens 13
5 THELE ettt s s R R R AR AR A AR R R 13
6 STRUCTURE, elements & subjects to be addressed in the text of future standard........c.cccueevvuuneee 14
6.1  Mission, Vision, And Value Statements & Their Role In Human Governance.........cc.cceuu.... 14
6.2  Suggested universal SEtS Of VAIUE AT ... ssseessssessssssessssssssssss s sssssssssssssssseses 15

I HONESty and INEGIILY ..oovereeerecereeeseeseesseesssersesssess s sesssssesss s sssssssss s ssssss s sssess s sssesssesssessans 15

ii. Equal opportunity and non-diSCrimination.........eseencneensesseeesseesessessessesssesssessessessseanes 15

iii. Transparency & ACCOUNLADILILY .....cceeeremeerreerrreeseessees s sees s ssesssssseens 15

iv. ProfeSSIONALISIN ..vuceierce ettt bbb e 16

V. INNOVALION/CrEAtIVILY couieereeeeereeecereesesseesseesecsse s sssessesssesssesse st sessse bbb ss s s s snranes 16

Association Frangaise de Normalisation 11, rue Francis de Préssensé F — 93 571 La Plaine Saint Denis cedex
http://www.afnor.fr SIRET 775 724 818 00205

afror




afnor S0

NORMALISATION :*:: —

Vi. Social RESPONSIDIIILY v s s s snsans 16
6.3  STRUCTURE AND ACCOUNTABILITY ccottuueeueerreemseesseesseessesssssssesssssssssssssssssssssssssssssssssessssssssssssssseses 16
6.3.1-A PIVOLAL INSETUMEIIT cooureureeeerreereesseesseessesssssssesssessesssass s sssssssssssssess s sssess s sssssssssseses 16

6.3.2 An integrated corporate strategic approach: roles and shared responsibilities

WIERIN ERE EXCOM .ottt ssss s ss s sss s s s s bbb 17
6.3.3-A basic tool: The annual corporate HR TEPOTT ... eeereeneerssesseessesssssssssmsessssesssesseens 18
6.3.4-Commitments, endorsement and ACCOUNLADILILY ..orvnreissesnsnssssssnsesnssnsssssssssssssssssseens 18

7 INPUL AOCUIMENES c.oucvueeueeeeesseceseeesseesseesseesseessesssessseessessssesssssssesssessssesssesssesssessssssssssssesssessssesssesssesssessseesssesasessuees 19
LG TN Do LoD 1 22
S 200 S B o Vo101 o 0 T=) o Lok 4 o PP 22
8.1.1 Y 016 £ o PP 22
8.1.2 International StANAaArd........en b 22
8.1.3 International StANAard......coeeereineeec e 22
8.1.4 Technical SPecifiCation, TS ... sss et ssss s sssssssanes 22
8.1.5 Technical REPOTt, TR s ssssssssssssssssssssssssssssssssssns 23
B.1.6 QUL ettt ettt s st 23
8.1.7 2T D000 2 P 23
8.1.8 RECOMMENAALION oottt ee s a s 23

Association Frangaise de Normalisation 11, rue Francis de Préssensé F — 93 571 La Plaine Saint Denis cedex
http://www.afnor.fr SIRET 775 724 818 00205

afror




afnor s

NORMALISATION

1 CONTEXT

Change is inevitable. In business terminology, it is generated with varying market
conditions which leads to organizational morphing, provided that the organization has an
ability to adapt to such dynamic changes.

Over the years, contributory factors such as globalization, and the more recent economic
and financial recession which led to the collapse of otherwise strategically sound and
profitable corporations, have ushered in fierce competition. Subsequently, organizations
are being coerced into revisiting existing norms and practices, while exploring newer
alternatives for gaining a competitive advantage.

Under this premise, organizations have also begun to direct much of their focus towards
re-evaluating the importance of good Governance, while extending its scope to include
other functions like Human Resource Management as core components for achieving high
quality implementation of Corporate Governance mechanisms and consequently, superior
performance.

At its core, Corporate Governance is broadly defined as rules and regulations, systems,
processes and practices, and ethical conduct that ensure effective strategic decision-
making top-down with a view to creating responsible, accountable, controlled and value-
driven companies. Such attributes cultivate and promote the confidence of both present
and future internal as well as external stakeholders (investors and shareholders,
customers, society-at-large), and employees.

In modern corporations, the primary objective of corporate governance is to ensure that
the interests of directors, top-level management and staff are aligned with those of the
business owners/shareholders. However, the shocking collapse of some of the most
profitable companies, that otherwise exhibited good business and trend setting practices
in the corporate world, has forced everyone to question how such companies with strong
governance practices were unable to hedge themselves against corporate failures of such
scale and magnitude.

Failure in governance can come in subtle forms such as the top management’s failure to
respond to global competitive challenges, pursuing the wrong businesses or strategies,
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and engaging in self-serving actions that are detrimental to the organization’s
stakeholders.

These companies’ disclosure attributed the major reasons for collapse to leadership,
targets that were set too high, as well as ethical and moral conduct. Human issues almost
always lie beneath business issues, including governance issues, and thus, must be
managed. Failure in corporate governance, for instance, may be a symptom of a human
system that is unable to define governance objectives and plans for achieving them, to
implement actions or to measure their success.

CEO and HR costs account for a large proportion of a business’ operating revenue in
compensation, health care, contribution to the employee provident fund, training and
other HR expenses. More often than not, these costs fail to be addressed at Board
meetings, linking their contribution to overall corporate performance and governance. In
some instances, there is no objective and unbiased assessment of the CEO and top
management as part of the Board’s governance process.

Thus, the human factor has to be considered more than ever as a central topic, not only
from a cost perspective, but also as an investment in time. The HR director’s role for
preparing and transmitting information about business and strategy linked to HR policies
within the Board of Directors seems now fundamental.

Clearly, at least for the time being, Board agendas do not integrate the social dimension at
a proper and pertinent level, as they are more focused on financial aspects to the
detriment of human topics.

Nevertheless, it is common experience, confirmed by more and more academic studies and
surveys, that those organizations that pay most attention to social and human dimension
tend to perform much better than the others.

Furthermore, CEOs’ and managers’ responsibilities are more and more scrutinized and
they are being questioned on how they are taking into account social and human factors
(internal as well as external) from a present, mid and long term perspective.

The same applies to the corporate image and reputation of any organization, which is
more and more impacted by its social and human practices. This is obviously keys to
attracting talents, thus contributing to the overall performance of the company.

For all these reasons, Directors; and Board members should be better informed about HR
perspectives and prospects.
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The responsibility of HR should be to challenge and be challenged on HR policy choices
with a relevant level of factual information and formal argumentation; given to executive
committees and Boards of Directors.

This should be based on a reference text including the practices and published as a
normative document.

Such an HR management standard will offer an opportunity for the HR function to engage
a proactive approach whilst answering administrators’ expectations and offering them the
right level of relevant information on which to base appropriate decisions. This will also
help for bringing value to the human community at work. A HR director’s responsibility
consists in managing, developing, improving the value of this community and reaching a
high level of social performance, in accordance with the economic al performance of the
overall organization.

This standard should address the presence of HR Directors within Board sessions in order
to present the HR strategy and results, and to discuss such matters with Board members.
The HR strategy has to become a formal item in the Board agendas on annual basis.

The HR dimension of the strategy of an organization has to be addressed formally at this
fundamental level of the decision making process, where shareholders’ expectations are
dealt with.

Introducing the HR strategy into the Board meetings agenda is meant to achieve a clearer
measurement of the social performance within an appropriate time frame. Defining this
time frame is essential for the decision makers and the HR function itself, as it will
facilitate relations between all internal business partners (management, finance ...) and
outside stakeholders.

Because Human Governance is still considered an emerging organizational practice in
most business enterprises, there is no commonly acknowledged definition for the act of
leading and managing workplace decorum and environment, which is a somewhat
evolving organizational practice. Yet; it deserves corporate attention.
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1.1 WHAT ROLE SHOULD BOARDS PLAY IN SUPPORTING HR
STRATEGY & GOVERNANCE?

Without doubt, HR’s role and contribution ought to be important items on the Board’s
agenda when discussing corporate governance - how HR can motivate a workforce to
execute the business strategy through sourcing, applying appropriate capabilities and
managing related investments.

Boards need to ensure that contemporary Human Governance is formally embedded in
existing structures and practices, such as an HR/compensation standing committee, or in
its absence, through another standing committee such as an executive or governance
committee. Boards must also ensure that the CEO has implemented an effective internal
HR governance framework and strategies that reflect relevant industry economics, desired
culture, workforce dynamics, and leadership preferences. Another important role for
Boards is to understand the various HR risks facing the organization, and being satisfied
that management priorities, policies, and practices effectively respond to strategic,
regulatory, and operational needs. Successful execution would also generally require
effective risk management and performance measurement practices, combined with
effective dialogue with the CEO and the Senior Management.

HR risk management and performance measurement are generally not well performed by
most public and private sector enterprises. For organizations without formal Human and
HR governance structures, practices, and skill sets (i.e. qualified HR practitioners on their
Board), it is now time to rethink those key organizational requirements. Optimizing
labour and human performance is necessary. Knowledge-intensive organizations must
implement more formal corporate governance HR practices and strengthen internal
Human governance practices.

1.2 WHY ARE WE CONCERNED?

Since the soul of the corporation is human, these standards will allow organization’s
leaders to steer their organization with integrity and mutual responsibility. In effect, this
standard will cover three areas of interests, essential to corporate efficiency:

- Employees’ interests that would be better anticipated, served and taken into
account (training, career development, competency improvement...)

- Economic interests, through a better measurement of human resources as
immaterial assets
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- Societal interests, as the human governance approach is closely related to one of
the essential axes within the ISO 26000 standard.

Developing such a standard will thus bring credibility from and to HR professionals. The
HR function is more than motivated by a clear definition of a reporting framework to
shareholders, the introduction of clearly defined data and indicators (objective and
comparable), and the proper use of quantitative and qualitative information in an
appropriate and pertinent time scale.

2 PURPOSE

The primary focus would then be to prepare a guidance standard that incorporates a clear
definition and an established international standard of Human Governance with broad
applicability to workplace values and ethics. This would provide guidelines to
organizations in an effort to assist them in implementing a minimum code of conduct and
values that are essential for supporting an effective work environment. Irrespective of the
size of the company or organization the decision-making authority could comply with
those principles.

Taking all stakeholders into account, this guidance standard would enable senior
management to align the values of a company and its behavior - they will be in a better
position to foster improvement in the company’s efficiency in terms of integrity,
commitment and respect, among other values. It would also provide a fairly
straightforward check-list to HR personnel for measuring to what extent the subject
matter is being properly addressed and integrated within the organization.

This should lead the organizations to:

- Fully take into account the human dimensions of all stakeholders, both
communities as well as individuals

- Align corporate values, staff competencies, and individual and collective behaviors,
leading to better performances

- Improve the decision making process thanks to a better evaluation of the human
dimensions of the organization, internally and externally
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- Clarify the core responsibilities of the HR managers, and improve; accordingly; their
management tools

- Clarify, the respective roles and responsibilities of all business partners in designing
and deciding on the sectorial strategies and the overall strategy of the organization.

HUMAN GOVERNANCE

2.2

Human Governance is defined as follows:

Human governance consists in setting up and following principles (including the
seven principles of social responsibility/ISO 26000) and behaviors taking into account
women and men at every step of the decision-making process in order to align
corporate values, behaviors, energies for an improved value of the overall
organization.

From an operational standpoint, it should consist in an internal mechanism to guide
human behavior, through conceptualizing, and consistently practicing and living a set of
values across any kind of organization.

Human governance brings due regard to the profoundness of governing the individual
rather than the corporation, which is the artificial legal person. The target object should
not be the corporation but the human being since the soul of the corporation is human.

The adoption of human governance would allow the organization’s leaders to steer their
organization with integrity and mutual responsibility. The mechanism would mean the
existence of a formal internal structure consisting of the CEO and management’s approach
and strategy towards compliance to human governance.

HOW DOES HUMAN GOVERNANCE DIFFER FROM CORPORATE
GOVERNANCE?

While Corporate Governance is manifested as external, outside-in rules and regulations to
legislate corporations, Human Governance is an internal, inside-out; values-based
conviction to guide the human where human is viewed essentially as a non-material soul
and embodied in the physical being rather than as machine. Being parameter-driven and
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rule-based, corporate governance emphasizes the letter of the law unlike human
governance, which is about the spirit of the law.
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3 TARGET AUDIENCE

As the leading segment of society, business has become the most powerful force for
positive change in the world today taking over the role of governments. The decision-
making process of business now must take into consideration human well-being and the
interest of the people.

For business corporations to assume this role is never easy since conflict can arise
between serving the individual and the public.

The presence of human governance will help corporations to make decisions that will
benefit society. Human governance can take us back to the original intention of the
corporation, focusing on values that should be upheld during decision making. The fact
that corporate scandals occur only further endorses the benefits of human governance.

Hence, for the purpose of this standard, we should not, and cannot, restrict the target
audience to the organization’s internal stakeholders. We should consider a broad range of
users and beneficiaries, beginning by society-at-large.

3.1 GENERAL

As our societies are basically made up of a network of companies, associations,
administrations etc... i.e. organizations in which everyone is more or less involved, as an
employee, a customer, an user, a tax payer or, more generally, a citizen, this leads to the

conclusion that, at least theoretically, everybody has to be considered as an interested
party in the enforcement of human governance principles.

3.2 USERS

This standard covers all people in an organization who are undertaking primary decision-
making roles. This should also include the Board of Directors, the top and senior
management of the organization:

- Board members
- Excom members
- CEOand COO

- HRdirectors and managers
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- Top management

- More generally, all decision makers at every step of the hierarchy

3.3 BENEFICIARIES

Apart from the users of the standard, i.e. decision makers, top and senior management,
and Boards, other beneficiaries would include:

- Employees,

- Consumers,

- Business and industry groups, including small, medium and large enterprises.
- Government

And also:

- Special users (observers, guides and technical experts),

- Consumer and community organizations,

- Trade Unions

- Investors services and advisers

- Rating agencies

- The Press and more specifically the media specializing in the economy, industry,
social issues...
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4 SCOPE OF THE FUTURE STANDARD ON “HUMAN
GOVERNANCE”

Corporations and organizations exist primarily for maximizing their shareholders’ value.
With the premise that human beings are at the heart of every organization, the
organization function as a result of human behaviors and decisions. Since at the core of
each human being is a set of values which governs his/her behavior, by focusing on these
values, the overall effectiveness of organizations as ethical entities within a community
can be enhanced.

This standard offers guidelines to support an effective enforcement of Human governance
principles within organizations, taking a better account of their human and social
dimensions, and leading to a significant improvement in performances and values.

This standard will address, inter alia:
- Establishment of a set of principles and behaviors to be followed and enforced

- Definitions of the terms commonly used when designing, presenting, reporting
on the HR strategy, linked to the corporate overall strategy

- Practices, mechanisms supporting effective human governance approach.

This standard will not address the specific aspects of the relations with trade unions,
and, more generally, of the functioning of the linked formal instances.

5 TITLE

Human Governance is broadly defined as the governance of those rules and regulations,
systems, processes and practices, and ethical conduct that ensure effective strategic top-
down decision-making with a view to create responsible, accountable, controlled and
value-driven companies.

Such attributes cultivate and promote the confidence of both present and future internal
as well as external stakeholders including investors, shareholders, customers, and
employees. It also ensures that the interests of directors, top-level management and staff
are aligned with those of the business owners/shareholders.
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Title 1: Human Governance
Sub-title: The human dimension as a fundamentals part of the overall corporate strategy

Sub-sub-title: Guidelines

6 STRUCTURE, ELEMENTS & SUBJECTS TO BE
ADDRESSED IN THE TEXT OF FUTURE STANDARD

As stated above, corporations and organizations exist primarily to maximize their
shareholders’ value. The value in this context can be displayed in many ways and
measured accordingly. The objectives of establishing a framework for human governance
primarily rests on the organization’s ability to deliver value to shareholders, through
ensuring that core values are upheld and practiced consistently throughout the
organization.

The underlying premise is that human beings are at the heart of every organization. The
organization functions as a result of human behaviours and decisions. The core of each
human being is a set of values that governs his/her behaviour. By focusing on these
values, the overall effectiveness of organizations as ethical entities within a community
will be enhanced.

Thus, it becomes imperative to define a mechanism that will enable the existence of core
values and drive productivity through fostering personal fulfilment in individuals and
mutual respect in the community.

6.1 MISSION, VISION, AND VALUE STATEMENTS & THEIR ROLE IN
HUMAN GOVERNANCE

Organizations that define a set of values generally believe that the values underpin their
vision. The roadmap of any organization and its effectiveness will be measured in terms
that include human governance indicators. This can be the basis for the structure that an
organization adopts for values in terms of human governance.

A core set of universal values and an internal set of values should be combined to create a
value system that allows a close alignment between the organization and the individual.

Values statements must be able to be integrated into all levels of the organization where
HR policies are implemented.) Therefore, links to HR initiatives in all areas would require
to be created for effective value statements.
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Values at work allow us to provide a framework for how we treat our customers as well as
our colleagues. This would also facilitate achieving the vision and increasing the
effectiveness of the organization. Not only will defining this code of values help us make
sense of our working life, how we fit in the big picture, and create an environment
conducive to job satisfaction as well as finding work which is exciting and challenging, but
it will also differentiate one organization with its own distinct set of values from another.

Values at work are increasingly important because we work in stressful times, and they
give us guidelines for our behavior. It is a highly competitive world and these values help
show our customers how we are different from other providers and potential staff how we
differ from other prospective employers because they say “This is what we value here”.

Prospective employees are becoming increasingly aware of organizational values and look
for them, frequently choosing one organization over another because of their values as it
has a strong impact on the organizational culture and professional practices.

6.2 SUGGESTED UNIVERSAL SETS OF VALUE ARE:

i. HONESTY AND INTEGRITY are the pillars that can make or destroy an organization.
Practicing honesty and integrity in an organization helps establishing a good reputation
in the market / society, enable an organization to obtain more clients and thus grow the
ethical way. Whether an organization has a small or large workforce, it will enjoy better
performance when these two factors are upheld in an organization. Hence, an honest
and ethical working environment sets the stage for high performance.

ii. EQUAL OPPORTUNITY AND NON-DISCRIMINATION are principals which
emphasize that opportunities in employment, benefits, resource allocation and
development should be available to all employees of the organization irrespective of
their age, race, gender, religion or any other individual or group characteristic
unrelated to ability, performance and qualification.

ili. TRANSPARENCY & ACCOUNTABILITY implies to open communication and
operating in such a way that it is easy for others to see what actions are being
performed and whether they are in the interest of the organization. Decision making is
cooperative and collective without any personal interests or hidden agendas /
conditions.
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iv. PROFESSIONALISM is an attitude and the conduct of an employee working for any
organization. It is a value added quality that has friendly, polite and business-like
characteristics and is a necessary trait for every employee in an organization. It can
also be considered as the adherence to a set of values comprising statutory professional
obligations and a formal code of conduct.

v. INNOVATION/CREATIVITY is the nature of creating something new, coming up
with new ideas, concepts or method for improvement. Innovation is using creativity to
enhance the performance of a process, employee, team or organization.

vi.  SOCIAL RESPONSIBILITY is an obligation to act to benefit society-at-large. This
responsibility falls on both employee and the organization. Social responsibility
functions as a built-in, self-regulating mechanism whereby an organization monitors
and ensures its active compliance with the spirit of the law, ethical standards, and
national / international norms. The goal is to embrace responsibility for the
organization’s actions and to encourage a positive impact through its activities on the
environment, consumers, employees, communities, stakeholdersand all other
members of the public sphere who may also be considered as stakeholders.

6.3 STRUCTURE AND ACCOUNTABILITY

It is essential, then, to develop a mechanism that will allow the CEQ’s and management’s
approach and strategy towards human governance to be realized.

6.3.1-A pivotal instrument

A HR Board committee will be formed and its members will be primarily responsible
among other areas, for Human Governance compliance and overview. When forming an
HR committee, the Chief HR executive will take the responsibility to provide a clear vision
and priorities to the committee so it remains engaged. Proper mechanisms will be in place
for employee communication, data collection and performance monitoring. Stakeholders
can also be engaged in the process so they understand what the committee is doing and
how this would benefit the organization.

The main responsibilities of the committee will be to ensure that the HR strategy is aligned
to live the values and influence behaviours, optimize peoples’ performance, mitigate
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enterprise HR risk, align the function’s priorities with those of line business and enable
executive decision making.

The governance framework in order to manage and monitor that the business strategy
and values have been aligned and are effectively delivered need to include the following:

The HR Committee/Council should have a clear and transparent structure that specifies
its roles and accountabilities in detail. Hence, it is advisable to form a charter document
that identifies the minimum set of value statements the organization must follow, based on
strategic operational and functional accountabilities. The roles of each member of the
committee should be defined in detail. Keeping the value statements in mind, selection to
the committee should be based on who might best serve on the committee and who is
directly involved in working on each focus area. The structure of the HR Committee needs
to be formal so that information can be gathered efficiently and decision-making is quick.
However it should also be flexible enough to enable members of the committee to perform
other job-related roles. A mechanism needs to be in place for involving other stakeholders
in the Human Governance activities as well. Once an HR committee is formed with a clear
structure, diverse insight can be taken from the most experienced and talented resources
in an organization to think about decide on and respond to different challenges the
organization faces. Every time a decision is made, it should be communicated back to the
board of directors so there is a balance between organizational strategic goals.

Where and when the committee meets should be decided in advance and the agenda of the
meeting should be communicated accordingly. The HR Committee should be considered as
a link between HR and the business; however, they should not limit themselves to
oversight and approvals but should also be involved in the functional activities and should
be held accountable for the results.

6.3.2 -An integrated corporate strategic approach: roles and shared
responsibilities within the EXCOM

Human governance cannot stand alone from the rest of the businesses. To be effective and
reach a suitable level of performance, the human values put forward by a corporation
have to be primarily discussed among the top management, agreed upon, shared, then
endorsed and put into practice.
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This can be better achieved within the EXCOM, provided that the HR Director is currently a
member of this management body.

To fully play his or her role, under these circumstances, he or she needs to possess all the
necessary means and resources to attain the same voicing and advocacy level as the other
business partners.

EXCOM is obviously the right place to ensure the overall consistency of the corporate
strategy, including its human objectives and prospective achievements.

It is the place where a first consensus on the HR strategy has to be obtained, before being
brought at the level of the HR Board Committee and then challenged and hopefully
endorsed by the Board, itself.

6.3.3-A basic tool: The annual corporate HR report

Being a member of the EXCOM, and based on the inputs of the other members, the HR
director will have to publish a report annually (at least) for review during the decision-
making process in Board meetings; such a report can provide key measurable insights
into the issues of the company’s Human Governance. This would allow the Board to make
comparisons and take decisions necessary to steer changes that not only will improve
performance, but also re-align itself to the company’s overall corporate values and
governance.

We should acknowledge the fact that we have already at our disposal a number of
indicators (number of staff, scale of salaries, ages, ranking, and identification of high
potentials i, training needs and expectations...) and historical data. Nevertheless, a series
of surveys about workforce capabilities, behaviours and attitudes will surely need to be
conducted to get an idea on how well the HR function (as well as the Corporate HR
committee) is currently performing and how successful they have been in implementing
the value statements.

6.3.4-Commitments, endorsement and accountability

Even if, the final endorsement of the corporate overall strategy, including its HR strategy
in accordance with it's agreed and shared Human Governance principles remains at the
level of the Board, the CEO will obviously remain responsible, in front of the Board, for its
successful implementation.
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The same will apply to the HR director, in front of the CEO and the EXCOM, provided that
every business partner has in all loyalty, followed the said principles, and reached the
objectives they have expressed commitments to.

7 INPUT DOCUMENTS

The emergence of this subject is a constant preoccupation supported by a number of
works about the importance of HR policies in critical social situations. Numerous
governmental requests and surveys have been addressed to official committees, lawyers,
advisers and administrators networks.

A recent Report, requested by the French Prime Minister Frangois FILLON, has been
conducted and presented by Henri LACHMANN (president of Schneider Electric* “Conseil
de surveillance,”), about “Well-being and efficiency at work” (February 2010). This report
mentions the necessity to involve in the HR strategy (designed and conducted by HR
departments), not only the Executive Committees but the Boards themselves, as they have

to guarantee the long term strategies and choices of their organizations.
(http://lesrapports.ladocumentationfrancaise.fr/BRP/104000081/0000

*Schneider Electric is listed on the NYSE Euronext and French CAC40 index. Its market
capitalization is 19.580 billion euros.

In France, DELOITTE CONSULTING GROUP and MISCEO published the 2nd edition of their
HR governance barometer in summer 2012.

(https://www.deloitte.com/view/fr FR/fr/vos-enjeux/excellence-operationnelle-maitrise-des-

transformations/valoriser-le-capital-humain/dc8d8731fc57d210VgnVCM1000001a56f00aRCRD.htmm )

This barometer is based on the results of a survey carried out in the companies of CAC 40,
SB120 and some unlisted companies.

The people who responded varied, CEQ’s, General Managers, Presidents of the Board,
some administrators and Human Resources Directors.

The conclusion of the barometer on the role of the board is to provide the challenge to
companies in order to give them the means to play a role, as long as practices are not
standardized.

Association Frangaise de Normalisation 11, rue Francis de Préssensé F — 93 571 La Plaine Saint Denis cedex
http://www.afnor.fr SIRET 775 724 818 00205

afror



http://lesrapports.ladocumentationfrancaise.fr/BRP/104000081/0000
https://www.deloitte.com/view/fr_FR/fr/vos-enjeux/excellence-operationnelle-maitrise-des-transformations/valoriser-le-capital-humain/dc8d8731fc57d210VgnVCM1000001a56f00aRCRD.htmm
https://www.deloitte.com/view/fr_FR/fr/vos-enjeux/excellence-operationnelle-maitrise-des-transformations/valoriser-le-capital-humain/dc8d8731fc57d210VgnVCM1000001a56f00aRCRD.htmm

NORMALISATION

afnor s

Some subjects are discussed by the remuneration committees, succession planning,
management of high potentials, but there is a lack of communication about HR strategy as
such, and not standardized practices.

The study mentions the need to build some indicators « A range of indicators (safety,
social conditions, competencies management, diversity, internal promotion ..., risk
management.

As a result, the Board of Directors should be informed of the different reports and studies
on the subject. The social evaluation report of notation agencies, surveys on the social
climate and audits on HR functions, at least once a year.

For the authors, the administrators should have at their disposal studies of the impact on
the HR policy (human factors) concerning major projects of investment, external growth
and industrial orientation.

« The measurement of performance will be one of the priorities to position HR functions in
contribution to the overall performance of the company. The other important aspect
would be the active participation of the board of directors in determining and following
the HR strategy, and in setting up a constructive dialogue with the Human Resources
Director. »

Deloitte consulting group is one of the Big Four with PricewaterhouseCoopers, Ernst &
Young and KPMG.

Finally, the FRENCH INSTITUTE OF ADMINISTRATORS (IFA), the French reference of
administrators, has already undertaken some studies in line with HR governance on the
boards.

In 2006, some studies were carried out on « Salaried administrators: an advantage for the
governance of the company ».

[http://www.ifa-
asso.com/download.php?module=documents&file id=38&fichier nom=document-
38.pdf&name=document]

In 2007, some studies looked at the position of HR on social responsibility
«Administrators of quoted companies and social responsibility ». This has become a very
current topic with the publication of ISO 26000 one year ago.
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[http://www.ifa-
asso.com/download.php?module=documents&file id=139&fichier nom=document-

139.pdf&name=document]

In 2010, some studies under the presidency of Mrs. Anne DECRESSAC (previous Human
resources Director of Technip and assistant General Manager of EFS (French Health
Agency for blood) on consulting and human capital were published.

[http://www.ifa-
asso.com/download.php?module=documents&file id=343&fichier nom=document-

343.pdf&name=document]
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8 ANNEXES

8.1DOCUMENT TYPE

8.1.1 Standard

Document, established by consensus and approved by a recognized body, that provides,
for common and repeated use, rules, guidelines or characteristics for activities or their
results, aimed at the achievement of the optimum degree of order in a given context

Note 1 to entry: Standards should be based on the consolidated results of science, technology and experience,
and aimed at the promotion of optimum community benefits.

[SOURCE: ISO/IEC Guide 2:2004, definition 3.2]

8.1.2 International Standard

Standard that is adopted by an international standardizing/standards organization and
made available to the public

[SOURCE: ISO/IEC Guide 2:2004, definition 3.2.1.1]

8.1.3 International Standard

International standard where the international standards organization is ISO or IEC

8.1.4 Technical Specification, TS

Document published by ISO or IEC for which there is the future possibility of agreement
on an International Standard, but for which at present

the required support for approval as an International Standard cannot be obtained,
there is doubt on whether consensus has been achieved,
the subject matter is still under technical development, or

there is another reason precluding immediate publication as an International Standard

Note 1 to entry: The content of a Technical Specification, including its annexes, may include requirements.
Note 2 to entry: A Technical Specification is not allowed to conflict with an existing International Standard.
Note 3 to entry: Competing Technical Specifications on the same subject are permitted.
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Note 4 to entry: Prior to mid-1999, Technical Specifications were designated as Technical Reports of type 1 or
2.

8.1.5 Technical Report, TR

Document published by ISO or IEC containing collected data of a different kind from that
normally published as an International Standard or Technical Specification

Note 1 to entry: Such data may include, for example, data obtained from a survey carried out among the
national bodies, data on work in other international organizations or data on the “state of the art” in relation to
standards of national bodies on a particular subject.

Note 2 to entry: Prior to mid-1999, Technical Reports were designated as Technical Reports of type 3.

8.1.6 Guide

Document published by ISO or IEC giving rules, orientation, advice or recommendations
relating to international standardization

Note 1 to entry: Guides can address issues of interest to all users of documents published by ISO and IEC.

8.1.7 Requirement

Expression in the content of a document conveying criteria to be fulfilled if compliance
with the document is to be claimed and from which no deviation is permitted

Note 1 to entry: Table H.1 specifies the verbal forms for the expression of requirements.

8.1.8 Recommendation

Expression in the content of a document conveying that among several possibilities one is
recommended as particularly suitable, without mentioning or excluding others, or that a
certain course of action is preferred but not necessarily required, or that (in the negative
form) a certain possibility or course of action is deprecated but not prohibited

Note 1 to entry: Table H.2 specifies the verbal forms for the expression of recommendations.

Association Frangaise de Normalisation 11, rue Francis de Préssensé F — 93 571 La Plaine Saint Denis cedex
http://www.afnor.fr SIRET 775 724 818 00205

g | afror




	(2012-08-23) G-103 ISO Human Resources Mgt Standard (web)
	(2012-08-23) G-103 Attachment A
	(2012-08-23) G-103 Attachment B
	(2012-08-23) G-103 Attachment C
	(2012-08-23) G-103 Attachment D
	(2012-08-23) G-103 Attachment Db
	(2012-08-23) G-103 Attachment E
	(2012-08-23) G-103 Attachment F

