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The biggest line item on the P&L — the one that drives every other line —

remains the least rigorously measured asset the organization has.

In virtually every organization | have worked with — across three decades, inside
Fortune 200 companies and alongside them as an external adviser — the same pattern
repeats.

The CHRO and the CFO are measuring the same workforce with completely different
instruments. They are reporting to the same CEO with completely different conclusions.
And nobody is reconciling the numbers.

The CHRO reports on time-to-hire, cost-per-hire, retention rates, and engagement
scores. The CFO reports on headcount costs, benefit liabilities, and labor as a
percentage of revenue. Both are looking at human capital. Neither is measuring its
return.

The biggest line item on the P&L — the one that drives every other line — remains the
least rigorously measured asset the organization has.

That is not a technology problem. It is a partnership problem. And until the CHRO and
CFO are operating from the same measurement framework with shared accountability
for the same outcomes, no amount of Al-enabled hiring technology will close the gap.

Two Languages, One P&L

The CHRO speaks the language of talent. Quality of candidate. Cultural alignment.
Retention risk. Time to productivity. These are real and important measures. They tell
the organization something meaningful about how well it is acquiring and developing its
people — and about the capacity of the workforce to produce at scale.
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The CFO speaks the language of capital. Return on investment. Cost per unit of output.
EBITDA contribution. Risk-adjusted allocation. These are equally real and equally
important. They tell the organization something meaningful about how efficiently its
assets are being deployed.

The problem is not that these languages are incompatible. The problem is that in most
organizations they are never translated.

The CHRO makes a case for a leadership hire in terms of capability and culture. The
CFO approves the budget and moves on. Nobody asks — and nobody answers — what
return this hire is expected to generate. Nobody defines what success looks like in
financial terms. Nobody builds the accountability structure that would tell the
organization, six months or a year later, whether the investment paid off.

And when it does not pay off — when the leader is exited within eighteen months and
the full cost lands somewhere between $500,000 and $1,200,000 — nobody owns it.
HR managed the process. Finance approved the budget. The CEO assumed both were
aligned.

They were not.

The RIF as Organizational Diagnostic

Nothing reveals the quality of the CHRO/CFO partnership more clearly than how an
organization handles a reduction in force.

Some organizations treat workforce reduction as a financial transaction. The human
cost is acknowledged but not weighted. The decision is made at the spreadsheet level
and announced at the town hall level — with very little in between. Entire functions are
cut based on headcount targets rather than contribution analysis. The organization
loses capability it will spend the next two years trying to rebuild, at a cost that dwarfs the
savings the RIF was designed to achieve.
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Other organizations handle downturns with significantly less disruption — and
significantly more humanity. The difference is almost never the severity of the economic
pressure they face. It is the quality of the workforce intelligence they have built before
the crisis arrives.

When the CHRO and CFO have been continuously aligned — when they have been
jointly managing the workforce as a strategic asset rather than reacting to it as a cost
center — the organization already knows which roles are generating the highest return,
which functions are overstaffed relative to their contribution, and where the critical
capabilities sit that cannot be lost without permanently impairing the business.

Right-sizing is not a layoff strategy. It is a continuous management
discipline. And it requires both parties at the same table — not just during
a crisis, but before one arrives.

The organizations that do this well are not more fortunate than those that do not. They
are more disciplined. The CFO and CHRO have been doing the work that most
organizations defer until it is too late.

The Regulatory Moment Most Organizations Are Ignoring

In 2018, the International Standards Organization published ISO 30414 — the first
global standard for human capital reporting. It established 58 people-related metrics
organized into 11 core areas — including organizational culture, recruitment, turnover,
leadership effectiveness, and human capital ROI. It was designed to give organizations,
investors, and regulators a consistent framework for understanding what a workforce is
actually worth.

In 2020, the SEC amended Regulation S-K to require public companies to disclose
material human capital resources — including the measures and objectives they use to
manage their workforce. For the first time, human capital management became a
mandatory disclosure item alongside financial results. Major institutional investors —
BlackRock, Vanguard, State Street — began incorporating workforce metrics into their
ESG scorecards and investment models.
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The message from the regulatory and investment community was unambiguous: human
capital is a material driver of organizational value and must be measured and reported
with the same discipline as financial capital.

Most organizations heard the message. Very few acted on it.

The disclosure requirements are principles-based, not prescriptive — which means
organizations have wide latitude to report the minimum. And most do. They list
headcount. They describe their culture in aspirational terms. They report turnover rates.
They call it human capital management.

What they do not do is measure the return on their human capital investment with the
same rigor they apply to every other asset on the balance sheet.

The framework exists. The regulatory expectation exists. The investor pressure

exists. What most organizations lack is the internal partnership and discipline to
answer the question the framework is asking.

Beyond the Hire

The regulatory framework points in the same direction the best organizations are
already moving — but the destination is further than disclosure.

Once an employee is hired, the acquisition cost is a sunk cost. What happens next —
how that person performs, develops, contributes, and influences the people around
them — is where the real return is generated or lost.

The organizations getting ahead of this are already treating human capital with balance
sheet discipline, even without the accounting requirement. They are asking questions
that most organizations have never formalized.

What is the ROI of this function relative to its fully loaded cost? What is the EBITDA
contribution per employee, measured at the individual, team, and organizational level?
Where is human capital generating returns above the cost of investment — and where is it
not?
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These are not abstract questions. They are the same questions a CFO asks about
every other capital allocation decision the organization makes. The only reason they are
not being asked about human capital is that the CHRO and CFO have never built the
shared framework to answer them.

That shared framework is what genuine CHRO/CFO partnership produces. Not a good
working relationship. Not mutual respect across the table. A shared measurement
system, shared accountability for outcomes, and shared reporting to the CEO and
board.

When that partnership exists, hiring becomes what it always should have been — a
capital allocation decision, governed with the same discipline as every other investment
the organization makes.

When it does not, hiring remains what it is in most organizations — a process
that Finance funds, HR manages, and nobody fully owns.

The Practical Starting Point

The partnership does not require solving the measurement problem completely before it
begins. It requires three things.

First — a shared definition of what a successful hire looks like in financial terms — not just
cultural or capability terms. What return is this role expected to generate? What does
success look like at six, twelve, and twenty-four months — and how will it be measured?

Second — a shared post-hire review process. Not a performance review. A capital
allocation review. Did this investment perform as expected? If not, why not — and what
does the answer tell us about how we make the next decision?

Third — a shared accountability for the cost when it does not work. The True Cost
Calculator that accompanies this series is a starting point. Complete it — with your CFO —
for the last leadership hire that did not go as planned. The number you arrive at is the
current cost of operating without that shared accountability.
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The CFO belongs in this conversation. Not as a budget approver. As a

partner with shared accountability for the return.

This is the second article in a six-part series on the human discipline that makes human capital
investment work. Next: what happens when assessment data tells you who to hire — and the
organization chooses to look away.

What does the CHRO/CFO partnership look like in your organization — and what
is the gap costing you? Share below.

Stephanie Henderson is a Senior Leadership and Organizational Adviser with 20 years of
experience inside Fortune 200 organizations, complemented by an extensive external
consulting practice. She is the co-author of The Myth of Fit: Unlock New Leader Success with
High-Impact Onboarding and serves as Senior Leadership and Organizational Adviser at Level
5 Partners, a consulting-first executive search and leadership advisory firm.

Al moves fast. Human judgment is what makes the investment pay off.

LEVEL 5

PARTNERS




