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Employees are quitting. The talent gap is widening.

And leaders are grappling with the hybrid dilemma—
what an imminent return to the office might look like
and why.

In this episode of McKinsey Talks Talent, HR expert
David Green, coauthor (with Jonathan Ferrar) of
Excellence in People Analytics (Kogan Page, July
2021), speaks with McKinsey’s Bryan Hancock and
Bill Schaninger about a talent market in the throes
of changes—and how HR leaders can use people
analytics to navigate the current inflection point
successfully.

The McKinsey Talks Talent podcast is hosted by
Lucia Rahilly.

HR in the spotlight

Lucia Rahilly: So, David, we are closing in on two
years of the COVID-19 pandemic. It’s obviously been
amassively challenging crisis that has put both lives
and livelihoods at risk for employees across the
globe. What has this crisis meant for the role of HR?

David Green: Well, | suppose it’s been HR’s chance
to shine, and in many companies, it has. There’s

an elevated role for the CHRO,' which means more
expectations for the function, a thirst for data to
drive decisions around people, more interest from
the C-level, and more demands from the C-level as
well. Good people analytics teams have been more
focused around employees and understanding
how employees are feeling at the various stages of
the pandemic, and then are building that into their
approach to hybrid work.

Bryan Hancock: | think that the role of HR and

the role of the CHRO is going to continue to be
elevated for the next few years. The pandemic was
a unique human event that affected individuals,
that affected people. Now, as we come back

and we adjust to the new normal, HR has an
opportunity to continue to step up, to continue

to innovate and continue to use data, facts, and
insights in how they guide, not just intuition.

Bill Schaninger: There’s a little bit of “watch

what you wish for.” Because now—while HR is
unbelievably front and center, with critical roles and
critical pools and “how are we going to respond to
the return to the office,” et cetera—that same light
shines on deficiencies in the function.

Where maybe in the past HR might’ve carried
some folks who were pleasant or good order takers
or good caretakers, what HR is demanding now

is being numerate, understanding the value tree,
really knowing how to use analytics—all that kind
of stuff. It’s all laid bare now. So, it is a wonderful
time for the function, but the bar for individuals has
been raised dramatically.

Rising resignations, rising pressures

Lucia Rahilly: In the US we hear so much about what
some are calling the Great Resignation and we are
calling the Great Attrition: employees reassessing
their priorities and quitting their jobs at record rates.

David Green: There’s alot of column inches devoted
toit here, and in Europe as well, although maybe not
quite as much as in the US. We? work with around

90 large global organizations, about half of them
headquartered in the US. The person I'm speaking
tois usually the head of people analytics. They've

had a lot of panicked executives saying, “Oh my God,
everyone’s leaving.” When they actually look at their
data, in most cases it's not more than they would
normally expect it to be. They’re seeing the numbers—
maybe a little bit higher, in some cases, thanin
2019—but maybe what we would expect as almost a
correction from 2020. In most cases, certainly, the
companies that I've spoken to, they’re not seeing
numbers that justify some of the panic at the moment.

Bryan Hancock: | think what we are seeing is that
some people are choosing to leave the workforce and
not necessarily go to another job. When you look in
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‘Employee expectations have gone up.
It’s been happening for a while, but
maybe the pandemic acts as a bit of a

catalyst to this.

—David Green

the US at workforce participation rates, they’re down.

If you look at who is leaving, it's disproportionately
women, and itis disproportionately people toward
retirement age. When we start looking at other
populations, that’s where you need a real focus

on the facts and the insights that let you solve the
problems around flexibility, comfort of coming to
work—whatever it may be. Which is to say, let’s not
necessarily paint with a broad brush. Although we do
see dissatisfaction broadly, let’s really dive into who’s
leaving and why.

Bill Schaninger: One of the things I've been toying
with, and I don’t know that we have a great answer,
is do we have to do a fundamental reset, almost,

on the offer? We're facing this moment where
there’s been a fixation on wages, but even as the
wages have gone up, in many cases to $25, $30 an
hour, you're missing the point, which is “who | work
for, the conditions | work under, the nature of the
interactions—it has to be better.” I'm curious as to
your experience of that part. It's beyond the data,
you know what I mean? This idea of a higher calling.

David Green: | definitely think there’s a purpose that
people want to have at work, and that’s now coming
out. Employee expectations have gone up. It’s been
happening for a while, but maybe the pandemic

acts asabit of a catalyst to this. What'’s fascinating

is some of the research that you’ve been doing at
McKinsey. There’s a growing disconnect between
executives around the return to work and employees
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who aren’t ready yet. Generally, there are large
numbers that want more hybrid work moving forward.

I wonder if one of the consequences of the Great
Resignation and all the press around it is that
maybe some of these executives will start to

be a bit more flexible and come closer to what
employees are looking for in the hybrid workplace,
which actually will benefit executives in the long
run. Maybe there’ll be a good consequence of all
the column inches that have been written about the
Great Resignation.

| like the way that you guys have kind of reframed
it as the Great Attraction, depending on the way a
company approaches it.

Lucia Rabhilly: Bill or Bryan, are you seeing that shift
in mindset among employers—toward embracing, or
at least being more accepting of, a hybrid culture?

Bill Schaninger: | think two-thirds are still in the
stage of “it's either transitory or slowly they’ll come
to their senses, and we'’re going to bring them
back.” Maybe a third are wrapping their heads
around the hybrid model and saying, “Well, this
could be pretty interesting.”

What people analytics can do

Lucia Rabhilly: David, tell us a little bit about what
we're talking about when we discuss people



analytics and how it helps HR leaders improve
retention during this interval of churn.

David Green: Excellence in People Analytics has
got 30 case studies of real-life people analytics in
companies. There'’s a couple that touch on attrition.
What can people analytics do? | think that the key
thing is to separate the signal from the noise. It can
help organizations understand if they actually have
a problem with attrition and, if so, where, what job
families, what locations? Is it people that have been
tenured for a certain time? Is it certain groups? As
Bryan said, itis women who are disproportionately
leaving the workplace.

If attrition is a problem, what can you do about it? If
it's in parts of the business that you're either looking
to divest orinvestin less, attrition can arguably be
your friend. If it’s in areas of the business that you're
really trying to grow, and people are leaving and
going to your competitors, then clearly it’s a problem
that you want to try and address. But you need to
understand why people are leaving—if they are
leaving—before you can even think about what you
can do to solve it.

What employers get wrong about the
Great Attrition

Lucia Rahilly: Bryan, walk us through some of
the Great Attrition/Great Attraction research that
we did.

Bryan Hancock: There’s a disconnect between
what an employer and an employee think the main
issue is. The employer is saying, “Hey, people

must be leaving for another job, a better job, and
better pay.” Employees are saying, “No, I'm leaving
because | don't feel valued at work.” Even asking
the right questions and getting the right frame can—
before you get more advanced forms of analytics

on it—bring a fact-based and broader lens to make
sure we're having the right conversation.

Areally good people analytics function combines

the broad view—the broad understanding of
organizational research, the broad understanding
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that this is a field that’s been around for a while, and
we know what motivates people—and then brings
that to bear to highlight individual facts.

Bill Schaninger: We started getting the data back,
and | said, “Isn’tit an interesting pattern here, all the
things that the managers are saying are exogenous:
‘the employee is maximizing for the money, my
competitor is being foolish about raising the floor.”
It’s everything that was outside them, that allowed
them to point the finger at someone else. Managers
should just hold up the mirror to themselves and
realize that they’ve caused this environment

where employees don’t feel valued. They don’t feel
well looked after. They feel like they’re a piece of
machinery.

I’m hopeful we can help managers without, maybe,
poking them in the eye so much, but maybe it takes
alittle poke in the eye.

David Green: Microsoft has published some
research that they’ve been doing during the
pandemic. They found that managers are even more
importantin a remote or hybrid work environment.
They need to be checking in, to be doing one-on-
ones regularly. If they’re not, don’t be surprised

if people get demotivated and decide to leave.
Understanding that is the job of people analytics.

Then we can start doing something about attrition,
which is a problem in organizations, and start to
nudge managers and leaders around behaviors that
will actually encourage people to stay because they
feel valued, they feel looked after, they’re given a
great employee experience. If you do these sorts

of things, then people are going to be much less
inclined to look elsewhere.

Yes, people sometimes will get a 40 percent pay
raise on a new job. That’s just going to happen.
There’s not much you can do about that. You can
obviously make sure that you're paying market rates
or above-market rates, if that’s what you want to do.
But | think that by creating the right culture in the
organization and making people feel more valued,
you can keep people more than you lose.



‘Asking the right questions and getting
the right frame can—before you get more
advanced forms of analytics on it—bring
a fact-based and broader lens to make
sure we're having the right conversation.’

—Bryan Hancock

Bryan Hancock: The point of the research on the
middle manager is exactly what we're seeing at
our clients. In the course of the pandemic, what we
saw is that some people are naturally very good
managers—they knew how to check in, how to

use the one-on-ones. Then, on the other end of
the spectrum, there are some people that never
checked in.

At one point during the pandemic, there was a
survey, and 40 percent of the employees surveyed
said that no one had called to check in on them—no
manager, no individual. And those people were

40 percent more likely to be exhibiting some sign
of mental distress. | think companies are now
recognizing that and saying, “Hey, if the role of the
manager got elevated during the pandemic, what
does it mean in a hybrid world?” And a number of
organizations are now saying, “Gosh, if it mattered
when everybody was remote, doesn’t it matter
atleast as much, if not more, when we've got a
mixed model, with some people in the office, some
remote? Don’t we need to have those one-on-one
coaching skills, as well as intentionality about when
we're all coming together as ateam and when
we're separated?”

David Green: That, again, is where people

analytics teams come in—listening to employees,
conducting regular pulse surveys, looking at
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some of the passive data as well. By looking at
some of the metadata, people analytics teams can
see the managers who are checking in regularly
with their employees and understand the behaviors
that drive engagement, that drive performance
from teams.

Making a difference in diversity, equity,
and inclusion

Lucia Rabhilly: David, in our Women in the Workplace
research, we saw that women managers were

much likelier than men managers to call to see how
their reports were doing. We also know from other
research that women and people of color have been
among the most affected during the pandemic and
that people of color, in particular, are more likely
than White employees to attribute quitting to a lack
of asense of belonging in the organization. Do you
see analytics as playing a role in promoting diversity,
equity, and inclusion in the workplace?

David Green: We conducted annual research
among over a hundred organizations this year. And
one of the questions we asked was, “What are the
top three areas in your organization where people
analytics is adding the most value?” Diversity,
equity, and inclusion came out on top—54 percent
of respondents included that in their top three.



“That pivot toward moving upstream

and asking, “What’s the felt experience™—
that really encouraged us to go back and
look at how we were measuring inclusion.’

—Bill Schaninger

And that’s gone up significantly since we did that
research last year.

Now we're seeing that people analytics is really
helping organizations move beyond counting
diversity, to measuring inclusion. We're still at the
early stages of that, in many respects. Companies
are starting to understand the importance of
inclusion and belonging. They’re measuring itin
surveys, and they’ve got people analytics teams that
can be on top of that as well.

Second, by looking at some of the passive network
analysis as well, you can start to understand the
links and the strength of relationships within teams
and between teams. | think that is helping. Leaders
want to be better at diversity, equity, and inclusion
and to meet the expectations of the employees.
They also want their organizations to be better at
diversity, equity, and inclusion.

Bill Schaninger: That pivot toward moving
upstream and asking, “What’s the felt experience”—
that really encouraged us to go back and look at
how we were measuring inclusion, not justto ask a
few “engagement-y” questions but instead to ask,

“What’s your sense of the organization overall; what
are you personally experiencing in your company
and team and with your manager?”
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From complex data to compelling story

Bill Schaninger: When you think about the
advanced math, how do you get some of these
insights without losing people in the math? At some
of our clients, you get some really cool quant jocks,
and they lose everyone on the third word.

David Green: It’s turning that complex math into

a compelling story that’s going to resonate with
whichever audience you’re delivering it to and

the impact that has on the objective. | wonder if,

in addition to the kind of active-based network
analysis that’s been going on for years, we now have
the technology to do this at scale, looking at some
of the metadata. Of course, you need to be careful
about the ethics and the privacy and make sure
there’s benefit for employees, of course, as well. But
you're right. You’ve got to take quite complicated
insights and turn them into a compelling story that
drives action you can then measure.

Bryan Hancock: We took our new inclusion
assessment and putitin ourinaugural Race in the
Workplace survey. Our focus was on Black leaders
in corporate America. What became clear is that
more Black workers in corporate America were
leaving before they ever got promoted. But the
numbers were so small, in terms of the absolute—
maybe out of every hundred workers, you might’ve
had one or two more Black workers than expected
leave and one or two fewer White workers.



So from an awareness standpoint, an individual
manager wouldn’t pick it up. But when you look at
the data you say, “This is like an invisible revolving
door. What's going on in there?” That’s something
that makes an executive say, “OK, I now know what

I need to do with our new entry-level diverse talent.
I know | need to focus on that. Now, let me go back
and figure out the next level of detail. What are the
levels of initiatives? How do | check up on this? How
do | follow up?”

David Green: Another thing from network analytics
is that I've seen a few examples where high-
performing women who don’t have strong networks
at the senior level don’t get promoted and leave the
organization. Men, who are quite good, generally,

at changing their networks as they move up an
organization, were getting promoted. | think the
academic research backs this up. When you make
people aware of that, then they might change their
behaviors and consciously build those networks.

Managing privacy risks

Bill Schaninger: David, you said something earlier
that was interesting about the challenges with
privacy. The US has some challenges on the data
front, often around security and what you’re doing

with hashing and things like that. Europe, I've always

found to be way more sensitive to the idea of a “Big
Brother-ish” tracking of my movements. In your
experience, what’s the balance there, because the
insight you can get from this is pretty awesome.

David Green: | think you're right. There is a balance
there. At any organization that wants to use people
analytics, it's OK to start small, be transparent
right from the start, think about the benefit for the
employees, and ask, “What are the benefits that

we're trying to drive out of this? What is the business

problem we're trying to solve?”

You've got to speak to your privacy team. You've
got to engage with works councils in Europe. You
have to clearly articulate the benefit for employees
and how you're going to protect that data. It can be
frustrating in terms of time because it slows up the
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process at the start. But as you say, you can get
some really, really rich insights out of some of these
technologies that actually have a really clear and
direct benefit for employees and the business.

Rethinking the workplace

Bryan Hancock: Are you seeing a link now between
the people analytics team and the real-estate team?
We're hearing a lot of organizations start to ask,

“What should the workspace look like? What does
itdo?” Are you seeing linkages across the teams or
are they existing in silos?

David Green: They’re definitely starting to see
linkages, particularly in the companies that are
maybe more advanced in people analytics. They
are bringing exactly that sort of data together. And
they’re thinking, “OK, in some parts of the world,
our people are back in the office, but we've got
these hybrid work models in place now. People are
using the office differently. We need to measure
how people are using the office and then redesign
the workplaces with intention.” And | think we'll see
more of that in the next 18 months, two years.

Bill Schaninger: Maybe six months ago, Bryan,

you and | had a run of webinars. There was an
architect from Atlanta talking about “repurposing
the space.” So much of this was around flexibility. |
think the consensus was that we’d been on a two- or
three-decade run about increasing the density and
lowering the square footage per person, and we
were perfectly happy when we had teleworkers and
remote workers. Now we may need to go in another
direction and pay a little bit more for configurability
if we're talking about a combination of individual
work, team-based work, or even lecture hall kind of
communication.

The people agenda now is almost stemming

the tide of dramatically increasing the span of
bosses, increasing the density of office space,
hoteling—that whole thing. So much of this had
almost gone unchecked. Now we're saying, “Hey, if
we want to bring them back, we've got to use the
workspace differently.”



I've found in Europe that you often have a bit
more intervention on things like sunlight. Are you
seeing that oris that a US thing and we’re just late
to the party?

David Green: We're definitely seeing that. It makes
sense, doesn’tit? Part of understanding people

is understanding how they use workspaces. If we
can make workspaces more productive, then that’s
good. People become more productive; hopefully,
more engaged; and maybe less likely to leave,

as well.

Recruiting beyond the usual suspects

Lucia Rahilly: What’s the role of analytics in helping
HR leaders to fill the surging volume of open roles as
folks quit and the talent gap widens?

David Green: The two big use cases of people
analytics, going back years, have been attrition
and recruiting. It’s almost like coming back full
circle now in many respects. The people analytics
teams have access to technology that can really
help companies. We're using analytics to automate
parts of the recruitment process. In many respects,
that actually widens the funnel. By automating, you
can potentially open up the process and get a more
diverse set of people applying in the first place,
which is obviously good.

One big investment bank that | spoke to recently is
using analytics to help hiring managers understand
that if they use education and experience in their
role profiles, how many applicants they’re likely

to get and, if they tweak one or two things, how
that might make a change to the applicants. If

they maybe change the language that they're
using in the effort, they might get more female
applicants, for example, if they’re looking for a
software engineer. | think analytics is playing a big,
big role in that. You can look at analytics across
the recruitment process. You can start to see
where you might be suffering significant candidate
drop-off. You can start to understand if you have a
problem around offer to accept.
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| would argue that recruiting doesn’t stop once

the person starts. You also need to think about
onboarding. You need to think about understanding
where managers are having one-to-ones with new
startersin the first week, two weeks. Does that have
an impact on people’s time to productivity? Does
that have an impact on first-year attrition? There’s
so much that analytics can do.

And then the other bit that | haven’t mentioned is
bringing some of that external data in to understand
things like supply of talent, demand of talent,
locations where we might want to hire talent—
particularly now that hybrid’s potentially opening the
game around that as well.

Bill Schaninger: You mentioned framing the
description of the job as a way of making it more
appealing to candidates. I'm assuming that the
lexicon you're using triggers different behavior.
That’s great.

David Green: Using natural-language processing
helps to understand words that may put off female
applicants or other groups. There’s academic
research which says if you put bullet pointson a

job description, men will apply if they meet half of
them; women tend not to apply unless they feel they
meet at least 90 percent of them. So the more bullet
points, the more you can have a very biased male
slate, perhaps.

What types of data and insight matter?

Bryan Hancock: Have you seen organizations
navigate and manage through all of the new
offerings and make sure that they pick the types of
data and types of insights that will matter most to
them, not just the ones that seem cool to a person
who heard about them on a podcast?

David Green: You probably need someone in your
team spending half the time scanning the market
and understanding the market, trying to get proof
of concepts. A lot of the smaller vendors will do that,
but you're right; it’s not there everywhere. So now
the regulators are coming in. There’s regulation



in New York recently around using Al in the hiring
process. The US Equal Employment Opportunity
Commission is looking into it as well—the use

of algorithms in hiring and people management
generally. But, of course, the most important thing is
you've got to make sure that what talent acquisition
professionals are telling you is actually valid. You've
got to be careful around bias. Particularly if you’ve
got a problem with diversity in your organization, you
don’t want to perpetuate that through hiring as well.

Moving people analytics to the center
of your HR strategy

Lucia Rahilly: Last question: Where do HR leaders
stand in terms of their own skills in data-driven
decision making? Do you see that there’s work to
be done?

David Green: | think there’s work to be done. We did
asurvey with a focus on data-driven culture. Over

a hundred companies participated. Ninety percent
said that their CHROs have now communicated

that people analytics was a core component of

HR strategy, but only 42 percent said that their
companies have a data-driven culture for HR at the
moment. You could argue that the first sign is that
the CHRO says it's important. They use these data
in their conversations with executives. Maybe they
celebrate people in the HR team who are using data,
setting that as an example to others, making it very
clear that it’s expected.

And there are technologies coming in that are
enabling organizations to democratize the

data, both for HR’s business partners, who are
particularly important in this, but also for managers

in the business. This is a big change for HR, so
you'’ve got to bring in change management and
support people through that process. Data literacy
is a core skill that they need to have.

Bryan Hancock: | think HR is well along the
journey. We now have an understanding that HR is
no longer justin the business of feeling good about
people. Itisin the business of bringing data, facts,
and insight into the people side of work. | think
there is areal understanding and appreciation of
that across the board.

What we're doing is shifting the skills of folks who
used to deal with transactional issues and may have
dealt with investigations—a number of things that
required a different skill set. Now we’re shifting
them not just to have data literacy but also to ask the
right questions, to synthesize in the right way, and to
compellingly advocate for solutions. The next push
onanalyticsisn’'t just the analytics but how to equip
the team to use it.

David Green: It’s absolutely key. There is this
mistaken idea that suddenly everyone in HR needs
to become a data scientist or a statistician. But as
you said, the important thing is the ability to ask the
right questions and maybe to work with the business
to develop hypotheses you can test with analytics.
Then it’s communicating the insights and driving the
change in order to implement them.

Lucia Rabhilly: Let’s close there. David, thanks so
much for being with us today.

David Green: Well, it’s been a pleasure. I've really
enjoyed the conversation.
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