DD

O

>0

2017 3

>

HR Department G
Benchmarks

and Analysis




2017

HR Department
Benchmarks
and Analysis

VN3
biaquoo|g



HR Department Benchmarks and Analysis 2017

ISBN 978-1-63359-193-6
ISSN: 1540-2711

"This publication is designed to provide accurate and authoritative information in
regard to the subject matter covered. It is sold with the understanding that the publisher
is not engaged in rendering legal, accounting or other professional service. If legal
advice or other expert assistance is required, the services of a competent professional
person should be sought." — From a Declaration of Principles, jointly adopted by a
Committee of the American Bar Association and a Committee of Publishers and
Associations.

Forinquiries about purchasing multiple copies of this report,
please contact:

Gail Moorstein, Editorial Director
(gmoorstein@bna.com)

©2017 The Bureau of National Affairs, Inc. * Arlington, Virginia



m Table of Contents

ACKNOWIEAGEMENTS ...ttt v
ADOUTTRE AUTNOIS L.ttt vi
INfOGraphic SUMMATY ...oiiiiiii ettt e e e vii
EXECULIVE SUMMAIY ..o e viii

Introduction and Guide to Using This Report

1Y e geTe [V 41 o OSSP 3
Frequently Used TEIMNS ....oiiiiiii e e e 4
Design, Methodology, and Presentation ..........ocoeeeiiiiiiiiii e 6
Profile of Participating EMPIOYEIS ....cciiiiiiiiiii e 8

Chapter 1-HR Department Staffing

INFOGraphic OVEIVIEW ....eiiiiiiiiiii ettt e et e e 1
[ e a1 1T Lo £ PP 12
How It's Presented: HR Staff Ratios in Charts and Graphs .......cocoeouiueuuuiiiiiiiiiiiiiiiiiiiiiiiieeiveeeeeveeeees 13
HR Department STaffing ....oooo e 15
How It's Measured: The HR Staff RAtio . ....oiii oo 22

Chapter 2-HR Department Budgets and Expenditures

INFOGIaphic OVEIVIEW ....ciiiiiiiiii et 25
[ 1T a1 T Lo 2P PPPPP 26
How It's Measured: HR Budget and EXpenditures ...........cccoooiiiiiiiiiiiiiiiiiiiiiiiiiieeeee 27
How It's Presented: HR Expenses per Capita in Charts and Graphs ..........cccccueviviiiiiiiiinniiiiiieennnn 28
Budgeted Changes in HR EXPenditures .........ooiiiiiiiiiiiiiiiis e 30
How It's Measured: HR Budgets as a Percentage of Operating COSS  ........ccouuvuuveiiieeiiiiiiiiiieeeeaenn 32
HR Budgets and Total Operating COSES ......uuuuriiiiiiiiiiiiiiiiiieeeee ettt 34
Benchmarking HR Expenditures: Factors to Consider .............ccviiiiiiiiiiiiiiiiiiiiie e 35
How It's Measured: HR Salaries as a Percentage of Payroll (HR Salary Ratio) ........cccccccumviiiiiiiiinnnn 35

© 2017 The Bureau of National Affairs, Inc. * Arlington, Virginia iii



HR Department Benchmarks and Analysis 2017

HR Staff Salaries ...vuuue i 37
HR BUAGet BreakdOWN .ot 40

Chapter 3-HR Priorities, Policy, and Influence

INFOGraphic OVEIVIEW ....iiiiiiiiiiiii e 43
[ 11T oY1 Te o1 £ UPU PR 44
HR Priorities, Policy, and INflUENCE .......uuiiiiiiiiiiiiiiiii 45

Chapter 4—Performance Management

INFOGIaphiC OVEIVIEW ....eiiiiiiiiiii ettt e e 53
[ e a1 1T Lo 2P PPPPPR 54
Performance Management PrOGIamS .............uveririiiiiiiiiieiiiiieieeeeeeeee e e e e e e e e 55

Chapter 5-HR Metrics and Strategy

INTOGrAPNIC OVEIVIEW ...ttt ettt ettt et ettt e e e e e e e e eeeeeeas 63
[ 11T oY Te o1 £SO 64
HR Metrics @nd STrategy «.oeeeeeeiiiiiie ittt ettt e ettt e e e e 65

Chapter 6— HR Activities and Outsourcing

INFOGIaphiC OVEIVIEW ....ciiiiiiiiii ettt e e e 75
[ e a1 1T Lo 2P PRPPPPPR 76
HR ACtiVItes @and OULSOUITING ..vuuiiiieeeiii e e e e e e e e e e e ettt e e e e e e e e e eeaaai e ees 77
Appendix

Guide to USiNG The APPENAICES ..uuiiiiiiiiiiiiiiiii ettt e e et e e e eeeeeeas 83
[D2oY e Yo Te =T o] o et TSP PP 87
(@Y o7 =Y SO PSPPSR PPRP 96
G T 2 e e e 106
AP T B e 19
CRAPTEI 4 .o 144
(O =T o1 £Y o OO UTT SRR 168
G PEEr 6 e 173

iv © 2017 The Bureau of National Affairs, Inc. ¢ Arlington, Virginia



m Acknowledgements

We wish to extend our heartfelt thanks to the many human resources professionals who
participated in this year'sHR Department Benchmarks and Analysis survey. This report would
not be possible without their willingness to complete the extensive survey questionnaire,
despite their considerable duties and obligations. We are most grateful for their participation.
As always, we are deeply indebted to Fonda Jarrett and Carol Kocian of Bloomberg BNA for
their diligent, conscientiousness, and professional work in designing, laying out, and
publishing this report.

© 2017 The Bureau of National Affairs, Inc. * Arlington, Virginia \



HR Department Benchmarks and Analysis 2017

m About the Authors

The following individuals contributed to the research and questionnaire design, data
collection and tabulation, analysis, and interpretation of survey findings, writing, copy editing,

and organization of this report.

Gail C. Moorstein
Editorial Director

Molly Huie
Manager, Surveys and Research Reports

Stefanie Chicks
Survey Research Analyst

Kurt Naasz
Assistant Managing Editor

Cordelia D. Gaffney
Manager, Graphics

Michelle Schneider
Manager, Graphic Design, Marketing

vi

© 2017 The Bureau of National Affairs, Inc. ¢ Arlington, Virginia



2017 HR Benchmarks Report

Executive Summary
Overview

Bloomberg

BNA

Staff ratios remain at an all-time high - 1.4 HR staff for every 100 workers.
oo 0O
O 00O O

2007 2008 2009 2010 201 2012 2013 2014 2015 2016 2017
About 2/3 of HR departments Most have line items for benefits, recruiting, training, and compensation.
have their own budget. Together those areas make up over 60% of their spending.

Median % of their budget it represents

20% 13% 10% 20%

63.) 2 ... Gl UG

specific budget
for thi 77+ 72, 71 69+
or this
Benefits Employment Training and Compensation
and recruiting development

A majority say they plan to Most of the planned changes Most have a formal And most have updated their
change HR policies based relate to Affordable Care Act performance performance management
on recent legislation. (ACA) and overtime rules. management plan. programs in the past 3 years.

20%

80+«

Change ACA
80, 59 73

Yes No

Use of metrics and analytics is adequate Those who agree that 69-.
in only one-third of organizations. their use of metrics and 61 62,
analytics is adequate
report higher levels of
departmental efficiency,
Adequate cosﬁ savings, and .

330 data-driven strategic .

%

decision making.

Data-driven Improved Notable cost
. Slerare e decision efficiency savings
making

06

© 2017 The Bureau of National Affairs, Inc.



HR Department Benchmarks and Analysis 2017

m Executive Summary

For almost 40 years, Bloomberg BNA has published an annual report on the state of the
human resources function, HR Department Benchmarks and Analysis. Since we started in 1978,
we have been consistently revising, enhancing and updating both the survey itself and the
report to ensure that each is as comprehensive, timely, and enlightening as possible. As a
result, the annual survey-based report has remained an authoritative, trusted source of
research, analysis, and perspective on human resource department staffing, expenditures,
responsibilities, priorities, and influence.

This year's survey and report include several notable enhancements. For many years, we asked
survey respondents who was responsible for an exhaustive list of 60+ areas of HR activity.
Over the years we have seen very little movement in these numbers, and so decided to swap
out that section in favor of more in-depth questions in a number of areas. We added questions
to home in on HR budgets and find out how departments are spending their allotted money,
we dug deeper into performance management programs and asked what types of updates
were made most recently, we also added some content around policy and recent legislation.
And finally, we fleshed out the section on metrics and strategy - including a comparison of
those organizations who feel they are adequately using data vs those who are not.

Again this year, we have included an appendix that details all the findings broken down by
major demographic categories. By making all the data available in the appendix, we free
ourselves to tell only the most pertinent, compelling pieces of the story within the body of the
report. Whereas in the past, nearly all sections of the report included charts and graphs on
demographic breakdowns, even where no notable differences existed, this year we are
typically showing graphics for overall numbers and only noting demographic breakdowns
where differences are apparent.

We have also kept the reporting format we introduced last year, including the digital only
format. Each chapter begins with a full page infographic, and the following page contains
narrative highlights of the chapter. These are designed to be inclusive of all the major points in
the chapter, so if you are short on time, need only the highlights, or want an easy page to copy
and share with your leadership team, we have you covered!

HR Department Benchmarks and Analysis, 2017 is based on responses from 681 human
resource executives and professionals representing a broad cross section of U.S. employers.
(See the "Profile of Participating Employers” infographic on page eight for more details on the
institutions represented.) Most respondents are at or near the top of the HR profession,
heading up the human resources function at their organization, division, or facility. Key
findings of this year's survey report, organized by major topic, are summarized below.

viii © 2017 The Bureau of National Affairs, Inc. ¢ Arlington, Virginia



For six straight years, more HR departments have expanded than contracted, and reports of
HR staffing increases this year outpace reports of decreases by a four-to-one margin.

The median HR staff ratio remains at a record high level of 1.4 HR employees for every 100
workers served by the department.

Small employers tend to report higher HR staffing ratios, while economies of scale help large
employers maintain a lower ratio of HR staff to total employee headcount.

Median figures on HR department composition show professional and technical employees
making up nearly half the staff this year, while managerial employees make up a third.
Secretarial/clerical workers lag behind both of these groups, accounting for 20 percent of HR
staff.

Smaller employers tend to have higher concentrations of HR managers, but the composition
of HR departments at larger organizations tilts in favor of professional and technical staff.

HR specialization is at a peak this year, with 73 percent of HR departments reporting at least
one specialist on staff. As expected, large organizations are more likely than their smaller
counterparts to have HR specialists on staff.

The most common specialty area is benefits, followed by employment/recruitment. However,
HR specialists commonly juggle multiple areas of responsibility, especially at smaller
organizations.

Annual adjustments in HR funding have settled into a pattern of conservative growth in the
wake of the Great Recession. These modest HR budget increases are not unlike the economic
recovery itself, which has been characterized by slow but steady expansion and very low
inflation.

The median HR funding increase this year is 3.7 percent, down from 4.2 percent in both 2015
and 2016.

Budgeted HR expenditures dipped to a 10-year low when expressed as a per capita dollar
amount. Across all employers, the median amount allotted to HR departments is $1,087 per
employee in 2017, down from $1,440 in 2016.

A possible explanation is that total spending on the programs and activities overseen by the
surveyed HR departments continued growing modestly, but an expansion of the employee
population drove down per capita costs.

The median per capita budget figure varies widely across organizations of different sizes,
ranging from $594 per employee among employers with 2,500 or more workers to $2,966 per
employee among establishments with fewer than 250 workers.

© 2017 The Bureau of National Affairs, Inc. * Arlington, Virginia ix
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Despite some of the subdued figures on HR spending, the 2017 metric on HR budgets as a
share of total operating costs far surpasses levels recorded in past surveys. We just saw a new
high last year at 1.6 percent, but the current reading nearly doubles that, at a median of 3.1
percent.

HR salaries are poised to continue rising at a faster pace in 2017. The median hike in HR's staff
salary budget is 4.2 percent this year, up slightly from 4.1 percent in both 2015 and 2016, and
more than a percentage point higher than the figures from 2012 to 2014.

The salary budget data also indicate that members of the HR department will be getting a
median of 2.7 percent of responding employers’ total projected wage and salary expenditures
for the year. As compared with the staff ratio that shows HR making up a median of 1.4 percent
of the overall workforce, the 2.7 percent salary ratio means HR is getting a bigger slice of the
compensation pie than we've seen in the past.

This year's survey includes new HR budget breakdowns showing that the most prominent line
items are benefits, employment and recruiting, training and development, and compensation.
As a percentage of total HR budget, these four areas account for close to two-thirds of HR
spending.

The 2017 results on HR's strategic influence and involvement once again offer considerable
evidence that HR is rarely a bit player.

A majority of the respondents agreed with the statement that one of the ways HR can have a
more influential role is to be included as a partner early in the process of all major decisions.
Along those lines, a combined 75 percent said their departments currently have full or
substantial involvement in key business decisions.

Influence can also be asserted through access to the C-suite, and HR department heads
typically have a direct reporting relationship with a top official, such as CEO/president, chief
operating officer, chief financial officer, or an executive position such as senior vice president.

Judging by this year’s data on HR priorities, the competition for talent is a major concern, as
84 percent of the surveyed HR departments identified recruitment and retention of qualified
employees as an important priority.

Also ranking high on the list are priorities such as employee satisfaction and morale, training
and development, compensation competitiveness, and leadership development, all of which
tie in with the basic objectives of keeping employees happy, engaged, and growing
professionally.

New this year, is a section to the survey focusing on HR policy revisions driven by legislative
changes. The initial results reveal that this is a dynamic area, with eight in 10 HR departments
indicating they've had at least one policy revision or update based on recent legislative
changes.

X © 2017 The Bureau of National Affairs, Inc. ¢ Arlington, Virginia



Nearly three-fourths of employers have formal performance management systems, and HR
executives tend to have positive impressions of the programs.

Purposes served by the programs range from clarifying expectations and documenting
performance to identifying professional development needs and gathering information for
decisions on compensation and promotions.

Individual employees’ performance goals tend to be set by line managers or established
collaboratively by employees and their direct supervisors.

Existing employees commonly receive formal assessments once a year, but many programs
shorten the cycle for new hires or workers on performance improvement plans, sometimes
evaluating performance "as needed.”

When employees exceed their goals under formal performance management programs, they
often receive a bump in base pay, a hike in variable pay, or a bonus increase. However,
rewards aren't automatically part of the equation.

Most of the performance management programs have undergone at least minor revisions
within the last three years. While further updates are on the horizon for many programs, nearly
two in five HR departments seem to think the current system is fine and needs no immediate
attention.

The practice of tracking HR metrics and analyzing data has become widespread, with more
than nine out of 10 HR departments indicating that they employ data analytics of some kind.

Broad usage is reported for several types of HR metrics and analytics; for example,
compensation and benefits analysis is used by 87 percent of HR departments "at least
occasionally.”

The responsibility for analyzing the data that's collected usually stays within the HR
department. In some cases, analytics are handled by a specific person or team within HR, but it
is more common for everyone in HR to do some analytics.

There isn't any single data analysis method or tool that has taken hold across a majority of HR
departments, but some of the most common types are dashboards, data visualization, and
analysis of central tendency, such as mean and median.

A new section in this year’s survey shows that demands for data analysis skills tend to be more
stringent when hiring for positions in other departments, whereas simple analytical skills are
often sufficient for HR jobs.

When filling HR positions at larger organizations, HR executives tend to place greater
importance on analytics and the skills required to make effective use of data.

© 2017 The Bureau of National Affairs, Inc. * Arlington, Virginia xi
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While attitudes about HR metrics and analytics appear generally positive, only one-third of the
surveyed HR departments agree that their use of metrics and analytics is adequate.

Just 14 percent of those surveyed said they have no barriers to the use of HR metrics and
analytics.

HR departments that actively analyze the data at their disposal tend to fare better on many
positive business outcomes than HR offices that view their use of data and analytics as less
than adequate.

Our findings on overall workload shifts continue to show that HR departments are much more
likely to add new duties and responsibilities than to have anything removed from their plate.

The prevalence of HR outsourcing rebounded from last year's all-time low. The 2017 reading
shows that 63 percent of HR departments rely on an outside vendor or service provider to
handle at least one program or activity.

Once HR departments test the waters, they tend to outsource multiple activities or programs.

When handing off programs or activities, most HR departments retain management or
oversight of the relationship with the outsourcing vendor.

Less than one in five HR departments said their most recent outsourcing initiative coincided
with a reduction in HR staff, which suggests cost savings typically aren’t a leading motivation
for outsourcing.

HR activities or programs seldom return to the organization once they've been outsourced.

Xii © 2017 The Bureau of National Affairs, Inc. ¢ Arlington, Virginia



Bloomberg

BNA

Profile

Industry

Manufacturing ... .ouutnntnii it i et it i i 22%
Basicmanufacturing . ........coouiuiiniiiiiiiii i e 22%
Intermediate manufacturing............... i 26%
Advanced manufacturing ...........oiiiiiiiiii i i 40%
Other Manufacturing ... .couetinttiii ittt eenteanneeaneeannens 12%
Nonmanufacturing . ......o.uiiutiinttiii ittt iieeineeeineenns 47%
Finance, insurance, banking, and realestate................ooooiiiiiiiiiiiii it 24%
(0o T YT L' 10%
(@e Y 0 = 4 ot T Y o R 5%
Information services, telecommunications, data processing ......................... 10%
Retail and wholesaletrade ...t 10%
Business, personal, and miscellaneous services...............cooiiiiiiiiiiiiiiil 25%
Transportation, warehousing, utilities . .......... .. ..o il 6%
Communications and publishing ........... .. ... il 2%
Other nonmanufacturing. ........coouinuineii ittt iiainennenne, 8%
Nonbusiness ... e e 31%
GOVEINMENT ..ottt ittt ittt tiinateeeeinnaaeeeeennnneeeennnnnens 31%
[EE 1 (=150 060600 60060006500680066506086066000600080000603008068000360063008060803 31%
[ M1 {{e11)060000660000600660060000660008000600060600600008000600003000600000600600 21%
Membership organizations and associations ..........c..oeiiiiiiiiiiiiiiiiieinenn. 7%
S0CIAl SEIVICES. vttt ittt ittt it et it e i et 4%
OUNEF MEORVEIINESS 000000000000000006006000006060006006060000006060063606000006060000 7%

Title/Position

Human Resources Professional (generalist or specialist)........................ ... 16%
Human Resources Manager...... ..ottt iininnn, 26%
Director of HUMan ReSOUICES .. ...oiuutinttiiittiitiiittiieinnteaneeenneeanness 22%
Vice President of Human Resources. ..........ooiiutiiiiiiiiiiitiineiineenneennns N%
Internal HR Consultant. ...ttt iiiiiineannenns 3%
External HR Consultant . ... . i it 1%
Other position within the HR department .............. .. ..., 10%
Other position outside the HR department..............c.ooiiiiiiiiiiiiiiininnn... 10%

2017 HR Benchmarks Report

Participating Employer

Workforce Size
(Employee Headcount)

Lessthan250 ................ 4%
250-499. ... it 18%
500-999. ..., M%
1,000-2,499. .....cccvvvinnnn. N%
2,500 and above ............. 19%

Annual Revenue

Less than $10 million
$10-49 million
$50-99 million ..
$100-499 million

$500-999 million
$1-9 billion
$10-24 billion

$25 billion or more
| am not sure

HR Departments

Does your organization have more
than one human resources

department?

D (= 25%
NO. ..o iiiiiii i iiiiiiiennnn. 75%
Union
Representation

D (=¥ 37%
NO. .ottt ittt 63%

0617 JO-23620
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