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BY GAIL EVANS

T
he question of
how best to mea-
sure the produc-
tivity of employ-

ees has long been
debated.

“The measurement of
the quality of work, not
just the quantity of work,
is critical to determining
productivity in knowl-
edge workers,” says Peter
Drucker in his book Man-
agement Challenges for
the 21st Century. “Busi-
ness practices see manu-
al workers as a cost…
while knowledge workers
must be seen as a capital
asset.”

Research conducted
over the last 10 years by
Nick Bontis, an associate
professor at the DeGroote
School of Business at
Hamilton’s McMaster
University, and others has
been instrumental in the
development of causal
models that demonstrate
the organizational factors
that appear to drive effec-
tive human capital man-
agement practices in sev-
eral industries.

This ground-breaking
research was used as a
foundation for our causal
model study, conducted in
2008 and 2009 with HR
metrics data collected
from 44 companies across
Canada through a Human
Capital Benchmarking
Survey conducted by the
Wynford Group.

A causal model shows
the strength of the impact
(or cause) of investment
in specific human re-
source programs — such
as return on investment,
employee engagement
and the attraction and re-
tention of employees —

on business outcomes.
The strength of these
causal relationships can
be used to prioritize and
validate HR efforts and in-
vestment in particular HR
programs by identifying
those that have the great-
est ROI. In other words,
the causal model demon-
strates how HR impacts
an organization’s busi-
ness performance.

With increased pres-
sure on organizational
performance and focus on
supporting core business
drivers and results, hu-
man capital metrics and
the causal model can be

used to identify areas of
opportunity for increased
value creation by employ-
ing human capital more
effectively.

Focus on training,
compensation and
engagement

When there is a strong
positive or negative influ-
ence, research indicates
changes to the causal fac-
tor should influence the
outcomes of the related
factor. The HR factors
that collectively have the
greatest influence on in-
creasing productivity are
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training investment, com-
pensation and employee
engagement.

How can we prove this?
Look at the correlation co-
efficient, which refers to
the number allotted to the
relationship between
each factor and produc-
tivity. The closer the cor-
relation coefficient falls
towards positive one or
negative one will deter-
mine how strong the rela-
tionship is.

For example, our study
finds training investment
(0.7625) has a strong posi-
tive influence or tends to
increase productivity
(measured by ROI of hu-
man capital) along with
compensation (0.3208).
(See chart). Turnover has
a negative relationship
with other factors, that
can be viewed as an indi-
cator of employee reten-
tion.

Training is a lead or
predictive factor that will
predict increases in pro-
ductivity over time. This
suggests investment in fo-
cused training programs
has a strong likelihood of
increasing productivity in

the future, providing the
workforce remains fairly
constant. The correlation
of compensation with pro-
ductivity suggests re-
warding performance
does have a positive ef-
fect.

Another part of the
causal model looks at the
HR factors that have the
strongest influence on re-
ducing turnover:
•leadership (which can in-
clude an immediate boss
or the organization dri-
ving culture)

•HR investment (pro-
grams and people)

•compensation (particu-
larly incentives).

These results corre-
spond to the results from
a fall 2009 survey by the
Wynford Group of more
than 200 organizations in
ranking the most critical
issues to employees: ca-
reer planning or advance-
ment opportunities, com-
petitive compensation,
job security, challenging
work, effective leader-
ship, work-life balance
and a comprehensive ben-
efit package.

To look at increasing
employee engagement
the greatest influences

are:
•learning opportunities
(including career devel-
opment programs and
opportunities)

•leadership
•HR investment (pro-
grams and people).

When the factors are
interlinked, it is evident
there are several factors
that have a significant in-
fluence on more than one
factor including:
•leadership
•learning and develop-
ment

•general HR investment
•compensation programs.

Therefore, investment
and support for these fac-
tors should provide the
best ROI for HR program
funds.

Using the model

This study of critical
human capital metrics
will enable employers to
identify drivers for hu-
man capital productivity,
demonstrate the linkage
between human capital
investment and the bot-
tom line, and demon-
strate the value of HR
programs and initiatives
at the executive table.
Leadership, learning and
training, general HR in-
vestment and compensa-
tion or incentives are fac-
tors that strongly predict
success or increased pro-
ductivity.

Investment in these ar-
eas should provide an in-

crease in human capital
success in the future.
However, it is important
to look closely at the spe-
cific relationships within
an organization to fine-
tune this model.

“The benefit of estab-
lishing a causal map of
human capital manage-
ment is clear,” says Bontis
in “Intellectual Capital
ROI: A causal map of hu-
man capital antecedents
and consequents (2002).”

“Senior management
can visually comprehend
the antecedents and con-
sequents of various quan-
titative and qualitative as-
pects of human capital,
thus making clear execu-
tive management deci-
sions (based upon) ex-
pected outcomes,” says
Bontis.

Our results support the
use of a causal model of
the relationship of HR
strategies and business
outcomes as an effective
tool for management deci-
sion-making.

Gail Evans is the
president of the Wynford
Group in Calgary which
specializes in total
rewards consulting,
compensation and HR
metrics. She can be
reached at
gevans@wynfordgroup.c
om or (877) 264-5166 or
visit
www.wynfordgroup.com
for more information.
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Factors interlinked to predict success

The use of a causal model of the relationship 
of HR strategies and business outcomes is an
effective tool for management decision-making.
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