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In most organizations, people are the biggest expense, so it only makes sense to continually focus 
on how to ensure you are managing your human resources as effi ciently and profi tably as possible. 
The sophistication of the human resources function and the Big Data that is now available throughout 
the organization are making it possible to take a more detailed look at every aspect of managing your 
workforce to enhance profi tability of the enterprise.

We begin with the basic premise that a company’s profi tability is determined by taking its overall sales 
and subtracting all of its costs, and the remainder is profi t. But there’s another element to consider, 
and that is the productivity factor. If you can make changes that enable improvements in the amount 
of productive output per employee, it will inevitably contribute to either increasing revenue or reducing 
costs somewhere in the organization. Therefore, if you can both minimize the cost and maximize the 
productivity of the total workforce, the organization will be more profi table. 

A Holistic View of the Total Workforce
To begin analyzing the profi tability of your workforce, it’s 
essential to think about all of the talent that is involved in 
making your company run. This includes not just full-time 
permanent staff, but also part-timers, temporary staff and 
interns. In a holistic view of the workforce, you should also 
include independent contractors or freelancers, as well as 
professional service fi rms like accountants and attorneys 
who perform important roles for your organization. 

We fi nd it helpful to think of the total workforce in distinct 
segments when analyzing cost effectiveness and 
productivity. The fi rst group is revenue-producing staff, which 
includes all of the people involved directly in producing the 
products or services you sell. In a manufacturing company 

this includes the production workers, as well as procurement and shipping staff. In a professional 
services fi rm, they are your consultants, attorneys or accountants who perform the services for which 
you are billing your clients. In a retail environment, the revenue producers are the sales staff, as well as 
buyers, stockers and cashiers. In an online business like Amazon.com, the revenue producers range 
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from buyers, stockers and packers to the marketing and IT teams who make the product visible to 
consumers. 

Most studies have concluded that revenue-producing staff should generate 2 – 3 times their salaries 
in revenue for your organization if they are being leveraged correctly and are working effi ciently. This 
varies, of course, by industry, but it’s a good benchmark from which you can start your analysis. 

The second key segment of your workforce is support staff. These are all of the other types of roles that 
make it possible for the company to run, and for the revenue producers to focus on generating revenue. 
They include senior management, human resources, accounting and other general administrative 
staff. This is the group that most companies tend to focus on when looking to cut expenses, but that can 
be a double-edged sword. If you cut too much, you can negatively impact productivity, quality control, 
employee retention and many other aspects of the business that contribute to revenue generation. 

The third segment of your workforce is the fl exible segment that most organizations view as outsiders 
but, in reality, they are every bit as important as your internal staff. Temporary and seasonal workers 
provide the ability to add resources when your core staff are unable to keep up with demand, without 
adding payroll taxes and benefi ts costs. Freelancers and professional service fi rms also provide 
fl exibility, but they are also often brought on to add specifi c skills and expertise that are not available 
internally. Interns and co-ops are yet another form of fl exible workers, to whom work can be delegated 
to improve productivity of your permanent staff, and they also fi ll a vital role as your future talent 
pipeline. 

Getting the balance right between these three groups of workers is an important aspect of optimizing 
the cost and productivity of your total workforce. Based on data, you can make decisions about the right 
types of work to outsource to freelancers, consultants and temporary staff, and the work that is core to 
your business and must be retained by full-time and part-time employees.  

Optimizing the Costs of Salaries, Benefi ts and Payroll Taxes
Benefi ts and payroll taxes are a major component of total 
workforce costs, adding roughly 30 – 40 percent to the salary 
of every employee. Benefi ts costs include health insurance, 
disability insurance, life insurance and wellness programs, 
as well as other perks that your organization may choose to 
offer as recruiting and retention tools. In addition, vacation 
and sick time add a lost productivity cost because you are 
paying employees even when they are not working. And then 
there are payroll costs, which include state and federal 
income tax, unemployment tax, worker’s compensation, 
social security and Medicare. Of course, if you have labor 
unions, there are the added costs to manage negotiations, 
grievances, labor actions and contractual obligations.

The key questions to ask when analyzing your total 
compensation costs are: 
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•  Are our salaries aligned with industry averages? Are our benefi ts aligned with industry 
averages? If you are not aligned, you’ll need to balance the impact on recruiting/retention versus the 
costs of aligning with your competitors. Human resources associations and industry associations 
are often your best resources for this benchmarking data.

•  Could we save money without impacting productivity if we used more temporary staff and 
contractors to reduce our permanent staff costs? Temporary staff and contractors eliminate the 
need to pay for benefi ts and, in the case of independent contractors, you also remove payroll taxes. 
It is also entirely feasible to move a portion of your non-core workforce to an outside fi rm that will 
become the employer of record and will dramatically reduce your total compensation costs. 

•  Could we outsource processes that are not core to our business? There may be business 
processes, or entire business functions that you could outsource to a specialized professional 
services fi rm, depending upon your company size and industry. These may include functions such 
as recruiting, payroll processing, legal, marketing and logistics. Consulting fi rms can also enable you 
to outsource work that requires management level employees that are too expensive to hire as full-
time employees. 

•  Could we reduce the costs associated with our labor unions? Once you establish the costs per 
union worker that are inherent in both managing the relationship and the contractual obligations, 
you can benchmark this against your competitors. Then, you can determine if you can reduce 
costs or improve productivity through negotiations, work process effi ciencies, moving appropriate 
administrative responsibilities to union leadership, or something more drastic like moving the work to 
another facility that does not have labor unions. 

A Focus on Productivity Management 
Once you’ve reviewed the anatomy of your workforce, 
you also need to evaluate how effi ciently it is functioning 
and delivering value to the organization. Productivity 
management is more than just making sure everyone 
appears to be busy. It’s about working smarter and 
ensuring that you are leveraging employees fully by 
putting the right person in the right job and giving them 
the tools and empowerment to perform optimally. 

Developing systems to measure the productivity of 
all workers on an ongoing basis is one of the most 
important ways to ensure the profi tability of the 
workforce. In a work environment where there are 
numerous people all doing the same job, these systems 
are easy to implement, and it’s easy to see which 
employees are falling behind the others. It’s often just 
a matter of measuring the quantity of work completed 
over a specifi ed period of time. 
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However, the productivity of knowledge workers is much more diffi cult to measure. Using data to 
monitor worker productivity through common workplace tools is often the best system for these 
workers. Your IT department can tell you things like the percentage of employees who are visiting 
online shopping, social media and other non-work websites during working hours, and they can also 
drill down to tell you who is spending the most time on these productivity drains. The IT department can 
also tell you what time each employee logs on and off their computer each day and, in most companies, 
they can even tell you how much time each employee is actively working on his computer. 

Of course, data like this is most useful for employees who are paid to work on their computers all day, 
rather than those who spend only a portion of their time on a computer and the rest of their day is spent 
in meetings, on the phone or engaging in other activities. Video cameras and ID badge scanners can 
help you get a sense of any employees that are not pulling their weight, as they can inform you of where 
employees are throughout the day, and whether they are spending time somewhere they don’t belong. 

Most employers only use these electronic monitoring tools when an issue arises and they need to 
investigate a rogue employee, but it’s a good idea to scan the workforce periodically with these tools to 
ensure no one is taking advantage of the company. This data can also tell you who your strongest and 
weakest producers are, and inform your decision-making regarding promotions and other rewards.  

Workload balance is another important factor in productivity and company performance. When 
there are imbalances in workload across the organization, with one department consistently working 
overtime and other departments consistently leaving on time, it can lead to employee dissatisfaction 
and increased turnover. It can also signal a need to rebalance roles and responsibilities, or to reduce 
staff in one area and add headcount in another. 

These workload balance disparities can also exist within departments, as the strongest performers 
tend to be given more work to do, and the weaker performers are given fewer assignments. It is a 
supervisory responsibility to recognize these disparities and determine when to rebalance the workload 
or make changes to the team to avoid burning out the top performers. Providing additional training for 
weaker performers will also help to rebalance workload by making them more capable of taking on 
challenging assignments. 

Opportunities through Technology and Automation
Just as technology can help us manage and monitor productivity, 
it also can help to improve profi tability of the workforce through 
automation opportunities. This does not mean that every 
company needs to replace employees with robots…yet. It is an 
opportunity to look around your organization and identify manual 
processes that could be done more effi ciently with modern tools 
and technology. Repetitive tasks like writing reports are often 
more effi ciently delegated to a downloadable app that costs less 
than $1. For example, expense reports and mileage reports used 
to be mundane manual work that everyone hated, and now there 
are apps to automatically track mileage on your phone as you’re 
driving, and to enter expenses by simply taking a photo of your 
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receipt on the same phone. Are there other repetitive tasks in your organization that could be delegated 
to technology to reduce workloads?  

Artifi cial intelligence is certainly on the horizon, and will likely replace many of the most repetitive jobs in 
the not-too-distant future. However, we already have many examples of manufacturing automation and 
robotics, retail kiosks and online self-service functions that have both improved customer satisfaction 
and reduced corporate costs. Smart companies are looking ahead to determine what these advances 
will mean to their future workforces. 

Automation can help save money and improve productivity and quality, so the decision will eventually 
come down to cost, as automated solutions become more widely available. Of course, talent shortages 
will play a major role in any company’s decision about whether to replace workers, as the cost/benefi t 
of investing in technological solutions becomes more realistic when employee costs rise and talent 
becomes more scarce. 

The lower-skill, repetitive jobs are not the only ones that have the potential to be reduced in the future, 
as there is also a growing transition from intuition-based decision making by the most senior employee 
in the room, toward data-driven decision making, based on historical performance and demand 
planning. The availability of Big Data to drive decisions will continue to grow and empower lower level 
employees to make decisions and take action without the need for a manager’s direction. Hence, there 
will be a reduced need for general management in the future as well. 

Recruiting and Retention Implications
Another key area to review for profi tability 
improvement is the recruiting process. Look at the 
amount of time that it takes you to recruit and train 
employees versus industry benchmarks. In general, 
the average company takes 42 days to fi ll open 
positions, but top candidates are gone in 10 days. 
And, the average cost of hiring a new employee is 
$4,129. This means that a slow hiring process not 
only costs you the best candidates, but it escalates 
your average cost per hire because you have to 
recruit more candidates after you’ve lost the most 
qualifi ed ones to companies that are quicker to 
make an offer. 

Employee turnover is another big drain on 
profi tability, costing on average 2 – 3 times the 
salary of the new employee. This cost includes 
hiring, training and 3 to 6 months for the new 
employee to get up to full productivity. Employee 

satisfaction has a high return on investment and is well worth the effort if your turnover rate is too high. 
Consider investing in an employee retention program to reduce your turnover costs.
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Employee layoffs may appear to be a means of reducing costs and improving profitability, but we 
caution employers on the hidden costs that are only apparent after the company tries to replace those 
workers at a later date. We use the equation: cost of vacancy = productivity labor deficit – reduced 
cost of labor. This means that the true cost of a layoff is offset by the impact of reduced productivity 
and satisfaction of other workers while they are stretching to cover the work that was previously done 
by others, minus the reduced costs for the employer due to paying fewer people. Often, layoffs are a 
temporary fix that lead to higher costs later to replace laid off employees, as well as other employees 
that were unintentionally lost due to dissatisfaction with their work conditions. 

These days, there are many efficiency opportunities in the HR function to improve profitability and 
effectiveness. They include technology investments like applicant tracking systems and data-
driven recruitment to speed up the hiring process. It is also common to outsource some or all of 
your recruitment, payrolling and other HR processes to outside suppliers to gain efficiencies and 
effectiveness across the entire workforce. 

If you need assistance improving the profitability of your workforce, contact us today. We’re here to 
help. 

About Enterforce
At Enterforce, we believe there’s a better way to find the talent your organization needs, which is 
more efficient, less stressful and highly effective in getting the people you need, when you need them. 
Our clients outsource their recruitment of full-time and contingent staff, as well as consultants and 
professional service firms to us, and we engage our supply chain to find the right talent for their needs. 
We leverage our proven processes and technology to save our clients money, reduce legal and tax 
risks, and find the talent they need faster than they could do it on their own. 

We are experts in workforce architecture, helping our clients to navigate the evolving landscape of their 
talent requirements, and ensuring that our solutions are aligned with their unique organizational culture. 
What sets us apart is our innovative spirit and the genuine, human touch that is inherent in everything 
we do, with integrity and respect for everyone involved in the process.
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