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Foreword

ISO (the International Organization for Standardization) is a worldwide federation of national standards
bodies (ISO member bodies). The work of preparing International Standards is normally carried out
through ISO technical committees. Each member body interested in a subject for which a technical
committee has been established has the right to be represented on that committee. International
organizations, governmental and non-governmental, in liaison with ISO, also take part in the work.
ISO collaborates closely with the International Electrotechnical Commission (IEC) on all matters of
electrotechnical standardization.

The procgdures used to develop this document and those intended for its further maintenance are
described|in the ISO/IEC Directives, Part 1. In particular, the different approval criteria needed-for the
different {ypes of ISO documents should be noted. This document was drafted in accordance with the
editorial fules of the ISO/IEC Directives, Part 2 (see www.iso.org/directives).

Attention|is drawn to the possibility that some of the elements of this document may,be the subject of
patent rights. ISO shall not be held responsible for identifying any or all such patent Tights. Detailq of
any patenf rights identified during the development of the document will be in the.Introduction andjor
on the IS( list of patent declarations received (see www.iso.org/patents).

Any trade name used in this document is information given for the conveniénce of users and does pot
constitutqg an endorsement.

For an exyplanation of the voluntary nature of standards, the ¢ieaning of ISO specific terms gnd
expressiohs related to conformity assessment, as well as information about ISO's adherence to the
World Trade Organization (WTO) principles in the Technical Barriers to Trade (TBT), see www.iso.org/
iso/forewprd.html.

This document was prepared by Technical Committee ISO/TC 260, Human resource management.

Any feedblack or questions on this document should be directed to the user’s national standards body. A
complete |isting of these bodies can be found at www.iso.org/members.html.
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Introduction

ISO 30414 highlights guidelines on the following core human capital reporting areas or “clusters”:

— compliance and ethics;
— costs;

— diversity;

— teadership;

—| organizational culture;

— | organizational health, safety and well-being;
— | productivity;

— | recruitment, mobility and turnover;

—| skills and capabilities;

—| succession planning;

— | workforce availability.

Thiis document deals specifically with the cluster of mettics in the costs cluster. ISO 30414:2

degcribes workforce costs and the importance of measuring workforce costs.
ThE costs cluster includes the following metrics:
—| total workforce costs;

—| external workforce costs;

—| ratio of the basic salary and remuneration;
—| total costs of employment;

—| cost per hire;

—| recruitment costs;

—| turnover costs:

Thijis documentincludes the following metrics:
—| total'workforce costs;

—| external workforce costs;

— ratio of the basic salary and remuneration;
— total costs of employment.
ISO/TS 30407 details cost per hire metric.

ISO/TS 30421V details recruitment cost and turnover cost metrics.

018, 4.7.3,

NOTE Additional metrics and explanation are included in ISO 30405, ISO/TS 30410 and ISO/TS 30411.

1) Under preparation. Stage at the time of publication: ISO/PRF TS 30421.
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Where the outsourced workforce is a significant and material element of the organization’s workforce
costs, it can be preferable to report outsourced workforce costs separately.
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Human resource management — Costs metrics cluster

1

Scope

This document describes the elements of organizational workforce costs. This document provides the
formula for comparable measures for internal and external reporting.

Thlis document also highlights issues for consideration when interpreting the cost data, espec

ally when
defiding on the appropriate intervention internally and when reporting these to external Stgkeholders
(e.g. regulators, investors).
2 [ Normative references
There are no normative references in this document.
3 | Terms and definitions
For the purposes of this document, the following terms and definitions apply.
IS and [EC maintain terminological databases for use inistandardization at the following ad¢lresses:
—| ISO Online browsing platform: available at https:Z/www.iso.or
— | IEC Electropedia: available at http://www.electropedia.org/
3.1
full-time equivalent
FTE
number of full-time employees needed to complete the equivalent of the total hours worked by all
enlployees in a defined period
4 | Total workforce costs
4.1 General
Waorkforce costs-are one of the most critical factors for organizations, with a direct influence on
the earnings\er value proposition of an organization. Investors are interested to see the gmount an
organization”invests in the workforce, and the return on that investment in terms of prpfitability,
anfl alsg”increasingly on non-financial and more intangible measures. The extent of regorting on
totlalexternal workforce costs should be determined by the organization itself. However,|there are
indteationsofthefuture illll)Ul tanceof thismett i\,, for CAalllp}C trrtermsof digitalibatiuu. Th ObjECtiVG

of this human capital reporting area is to quantify the expenditure of an organization on people. To
report the human capital costs means that human capital can be an investment and that workforce
costs, which are a major influencing factor in human resource management, can be easily calculated.

Total workforce costs, also known as total labour costs, are similar to total cost of workforce and
include total costs of employment, or total employee costs, and external workforce costs. Total costs
of employment include all employee-related costs for the organization for a given time period. Total
external workforce costs are defined as plus contingent (contract and temporary) workers directly
controlled or managed by the organization. Total workforce costs cover salaries and compensation
costs, benefits costs and other employee compensation or remuneration costs. Table 1 gives an example
of the breakdown of total workforce costs.
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Table 1 — Reporting on total workforce costs

Workforce costs Prior year USD | Currentyear USD Percentage
change

Employee salary 464 000 000 510 000 000 99

Bonus and incentive 70000 000 75000 000 71

Benefits 150 000 000 170 000 000 13,3

Other compensation 1000 000 1000 000 0,0

Total costs of employment 685000 000 756 000 000 10,4

External workforce costs 45000000 54 000000 20

Total workforce costs 1415000000 1566000000 10,7
NOTE See Clause 5 for external workforce costs formula and Clause 7 for total costs of employment formula.
4.2 Purt)ose
Internal ajnd external human capital reporting is key to demonstrating how the organization values|its
people anfl the sustainable value proposition it offers to various stakeholders.
This metrijic is a key indicator of the financial value given by an organization to managing, maintainjng
and develpping its workforce. Total workforce costs include total‘eosts of employees, i.e. total costg of
employm¢nt and total costs related to external workforce costs:
This is a gomprehensive metric which includes total compefisation and other workforce costs, whjch
sum to th¢ total workforce costs.
The relatjve workforce makeup, such as global workforce distribution, education, experience, job
level, pay |practices and more, has a profound effect on total workforce costs. Across industries, tdtal
workforcg costs or total labour costs can vary dramatically; however, within a given industry, tgtal
workforcg costs can be a highly valuablehistorical and predictive indicator of performance gnd
therefore pn excellent metric for industry“level benchmarking.
4.3 Formula
Total workforce costs = total employee compensation costs + total employee benefits costs + exterhal
workforceg costs
Total workforce costs are also calculated as total external workforce costs + total costs of employment.
4.4 How to use
Total workfofcé costs are optimized when analysed by relative position impact, performance leyel,
profitability_productivity, employee engagement, tenure and mobility. When used with such measures,

total workforce costs are a predictor of increasing or decreasing trends in employee performance and

productiv

ity, turnover and engagement, correlated between certain job roles and workforce groups.

4.5 Intended users

The intended users for the above metric are:

Internal u

— other

Sers

human resource service lines;

— executive team;

© IS0 2021 - All rights reser
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line management;
union delegates (if applicable);
finance;

legal.

External users

investors;

4.¢ Contextual factors

M3
reg

po

When considering the context supporting the metric results, consider:

financial analysts;
unions (if applicable);
media;

industry groups (benchmarking activities).

ny factors can have a significant impact on the measurement outcome. There can be insta
ults are less than expected or indicate a deteriorating situation; further investigatior
Sitive indicators of improvement.

full-time equivalent (FTE) and headcount at eachneasurement point, i.e. has the FTE or
grown or shrunk significantly enough to change'the perspective and meaning of the metr

current activities the organization is undertaking;

— increased production or product’expansion;

— reorganizations;

— current activities in educating the workforce;

cultural shifts, both pgsitive and negative;

generational perspectives;

social change-erawareness leading to increases in publicity or reporting;
industry expectation;

economntic factors;

— "downturns;

hces when
) can find

headcount
ic results?

— upturns.

4.7 Predictive factors

Predictive factors include measuring total workforce costs as a percentage of total revenue or total
operating expenses, i.e. the larger the percentage of total organizational expenses that are represented
by total workforce costs or total cost of workforce, the greater the impact that changes in key employee
and workforce variables have on the organization. For certain industries and organizations with a large
percentage of total expenses cost as workforce costs, there is a correspondingly greater potential value
creation or destruction potential possible in effective talent management.

©lI
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5 Total external workforce costs

5.1 General

Because organizations need to respond to changes in the external and economic context in a more
agile and flexible way the traditional workforce structure that features permanent employment is
increasingly challenged, resulting in changes to workforce structure systems and costs. External

workforce costs in relation to internal workforce costs show the dependency of organizations on
external workforce. External workforce costs are also considered in total costs of employment.

an

The metric ‘external workforce costs’ includes, for instance, the expenses for contractors, consultai]
temporary workers and gig workers. Itis defined as the sum of external workforce-related expensSgs,

example temporary worker invoices, agency fees, independent contractor costs and consultant costs|

Total extgrnal workforce costs are the total cost of wages compensation and any benefits offered
(temporary and contract) workers. The costs are calculated and reported €¢ommonly o
historical|basis. When reporting on a regular periodic basis, such as quarterly, costs should be reporf
using actyial totals, but also it is recommended that these are measured and re€poerted on a full y
annualized basis using current or the most recent actual costs. This metrig-includes all wages 3
remuneragion paid to external workers, such as hourly wages, salaries, ovértime bonuses, incentiy
shift differential, special and other pay types.

5.2 Purpose

Internal ajnd external human capital reporting is key to demonstrating how the organization values
people anfl also to the sustainable value proposition it offers,towarious stakeholders.

Total extgrnal workforce costs are highly recommended for internal and external reporting by la
organizatjons and SMEs. Subcomponents of external workforce costs, such as total cost of tempor;
workforcd — temporary workforce cost — and total cast of contractor workforce - contractor workfo
cost - alsgrecommended and indeed necessary incorder to calculate and report external workforce cof

5.3 Formula

External yorkforce costs = total cost«of contingent workforce including temporary workers + total c
of contragt workers

The calculation of total external workforce costs should be consistent over time and can align with
financial year or the annual\btadgeting cycle. For example, the point in time for calculation can be at
end of eadh measurement.period, such as the end of month 1, the end of quarter 2 or end-of-year tot3

Once estgblished, the‘reporting should include comparisons of previous periods with the curr
period anf past yéars with the current year. Three-to-five years is a typical comparison period. T

manage ekpectations and outcomes by establishing targets for future comparison. Table 2 gives

Its,
for

for
n a
ed
bar
nd
es,

its

ge
Ay
Fce

pst

he
he
Is.

pnt
his
ter
an

measurel}ent period will allow for trends to be established and further allow an organization to bet|

example df'stich a comparison.

If for any reason an organization decides on another measurement point, utilization of the preferred

measurement point should be consistent and documented.

Table 2 — Six-month analysis and comparative of a breakdown of total external workforce costs

6 months to 30- | Comparative 2019 | Comparative 2018 | Comparative 2017
Description 06-2020 as at 30-06-2019 asat30-06-2018 asat 30-06-2017
000 USD 000 USD 000 USD 000 USD
Independent contractors 300 280 400 200
Contingent workers 600 560 600 400

4 © IS0 2021 - All rights reserved


https://standardsiso.com/api/?name=a87c59c05e01c2480581fa8e1b4b671a

ISO/TS 30427:2021(E)

Table 2 (continued)

6 months to 30- | Comparative 2019 | Comparative 2018 | Comparative 2017
Description 06-2020 as at30-06-2019 as at30-06-2018 as at30-06-2017
000 USD 000 USD 000 USD 000 USD
Temporary workers 420 360 440 300
Outsourced workforce 600 560 500 450
costs
potal external worlke 1920 1760 1940 1350

5.4 How to use

Thpse organizations using total external workforce cost can leverage it as an operational |and often
stifategic measurement tool to better manage their total cost of workforce, totalopeérating exgenses and
wdrkforce productivity while working toward optimizing organizational productivity and flgxibility.

5.5 Intended users

Th intended users for the above metric are:
Int[zrnal users

—| other human resource service lines;
—| executive team;

—| line management;

— | union delegates (if applicable);

—| finance;

— legal.

Exfernal users

—| investors;

—| financial analysts;

—| unions (If applicable);

—| media;

—| industry groups (benchmarking activities).

d al 4 4 1 £ s
5. GUIIICALUA]I IdCLUL S

Many factors can have a significant impact on the measurement outcome. There can be instances when
results are less than expected or indicate a deteriorating situation; further investigation can find
positive indicators of improvement.

When considering the context supporting the metric results, consider:

— FTE and headcount at each measurement point, i.e. has the FTE or headcount grown or shrunk
significantly enough to change the perspective and meaning of the metric results?

— current activities the organization is undertaking;

— increased production or product expansion;

© IS0 2021 - All rights reserved 5
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— reorganizations;

— current activities in educating the workforce;

— cultural shifts, both positive and negative;

— generational perspectives;

— social

change or awareness leading to increases in publicity or reporting;

— industry expectation;

— econg
— d

— u
5.7 Pre
Those org
relationsh
the relate

series and
source of

6 Ratig

6.1 Ger

The average salary and remuneration within identified categories of the workforce as defined by

organizat

mic factors;
bwnturns;

bturns.

dictive factors

fanizations measuring and analysing total external workforce cost)can uncover a strd
ip with the mix and types of positions that the organization usesfor contingent labour 4
d metric total workforce costs. When included as part of the total workforce costs in ti
across differing job families or categories, total external workforce costs can be a lead
belect job roles, talent skills and job types across the organization.

D of basic salary and remuneration

jeral

on should be reported as a ratio based on FTE.

6.2 Pult)ose

Internal a
people an
establish

6.3 For]

Ratio of ay

d external human capital-reporting is key to demonstrating how the organization values
d to the sustainable value-proposition it offers to various stakeholders. This metric helps
fan organization is implémenting an equal opportunities policy.

mula

average total compensation of all employees

ng
nd
me

ng

he

its
to

ferage salary and remuneration = - - —
annual total compensation of defined category or individus

s

The calcu

ation of ratio of average salary and remuneration should be consistent over time and can al

gn

with the financial year or the annual budgeting cycle. For example, the point in time for calculation can
be at the end of each measurement period, such as the end of month 1, the end of quarter 2 or the end-
of-year totals.

Once established, the reporting should include comparisons of previous periods with the current
period and past years with the current year. Three-to-five years is a typical comparison period. This
measurement period will allow for trends to be established and further allow an organization to better
manage expectations and outcomes by establishing targets for future comparison. Table 3 gives an
example of such a comparison.

If for any reason an organization decides on another measurement point, utilization of the preferred
measurement point should be consistent and articulated.

© IS0 2021 - All rights reser
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Table 3 — Six-month analysis and comparative of a breakdown of ratio of average salary and
remuneration for executive staff

6 months to Comparative 2019 | Comparative 2018 | Comparative 2017
. 30-06-2020 as at 30-06-2019 as at 30-06-2018 as at 30-06-2017
Defined category headcount headcount headcount headcount

000 000 000 000
Executive staff 140 130 120 100
Av_e:rage total compen- 70 65 65 60
sation of all employees
R4tio for executive staff 0,5:1 0,5:1 0,54:1 0611

6.4 How to use

6.4.1 General

Anftecedent = average total compensation of all employees

Cophsequent = annual total compensation of defined category

6.4.2 Alternative metric for consideration

Anftecedent = average annual total compensation of definedcategory

Cohsequent = average total compensation of all employees

6.4.3 Alternate formula

Ratio of average salary and remuneration =-average annual total compensation of defined category or
individuals/average total compensation ofall employees

Usng the example in Table 3 the ratio.would equal 2:1.

6.5 Contextual factors

Thijis metric helps to establish'if an organization is implementing an equal opportunities polidy.

Mdny factors can hayé-asignificant impact on the measurement outcome. There can be instapces when
regults are less than“expected or indicate a deteriorating situation; further investigation can find
pokitive indicaters of improvement.

When considering the context supporting the metric results, consider:

—| FTEzahd headcount at each measurement point, i.e. has the FTE or headcount grown pr shrunk

significantly enough to change the perspective and meaning of the metric results?

— current activities the organization is undertaking;

— increased production or product expansion;

— reorganizations;

— current activities in educating the workforce;

— cultural shifts, both positive and negative;

— generational perspectives;

— social change or awareness leading to increases in publicity or reporting;
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— industry expectation;

— economic factors;

— downturns;

— upturns.

6.6 Predictive factors

None.
7 Tota] costs of employment
7.1 General
Total costp of employment are also known as total employee labour costs.
Total costk of employment include total wages and compensation costs in addition to employee bengfit
costs and pther directly related employment costs for a given time period. Table 4 gives an example ¢f a
breakdown of total cost of employment.
Table 4 — Reporting on total costs of employment
Workforce costs Prior year USD | Current year USD Percentage
change

Employee salary 464 000 000 510 000 000 9,9

Bonus and incentive 70 000,000 75000 000 7,1

Benefits 150 060000 170 000 000 13,3

Other compensation 1000 000 1000000 0,0

Total costs of employment 685000 000 756 000 000 10,4
7.2 PulEose
Internal ajnd external human capital Teporting is key to demonstrating how the organization values|its
people anfl the sustainable value,proposition it offers to various stakeholders.
7.3 Formula
Total costps of employment = total employee compensation costs + total employee benefit costs + other
costs of enploymenyg

7.4 HO\IV to'use

The use of total costs of employment can be optimized by segmenting the workforce and comparing
costs based on those segments such as position, performance level, profitability, productivity, employee
engagement level, tenure and mobility. When used with such measures, total workforce costs can be a
predictor of increasing or decreasing trends in employee performance and productivity, turnover and
engagement when correlated between certain job roles and workforce groups.

7.5 Contextual factors

This is a comprehensive metric which includes total compensation benefits and other employee-related
costs which sum to the total costs of employment, also known as total employee labour cost.
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