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 Comprehensive Talent Strategies Lead to 

Better Business Outcomes and Higher 

Shareholder Returns!  

Here Is What Today’s Companies Need to Know 

 

Many organizations treat the various functions of human resources almost like separate operations. 

Recruiting has no connections with learning systems. And performance management is something you 

do once a year.  Organizations which learn to shape their human resources capabilities into powerful 

talent strategies, backed by predictable models, big data, and technology, not only do better at 

recruiting and retaining their highest performers, they improve the organization’s ability to implement 

strategy, align to purpose and drive higher financial returns. 

Talent strategy is an integrated set of human capital strategies to attract, align, motivate, engage, 

recognize and develop the talented work force you need to execute your organization’s winning 

strategies.  Talent strategy works best when its strategies and programs tie directly to the mission, 

culture and business strategies of the enterprise.  When this occurs, the company can see dramatic and 

sustainable improvement in business results and shareholder equity.  Talent strategy provides the 

company better business outcomes and the shareholders higher returns. 

Let’s look at the evidence. 

Based on the research of McKinsey and Company, well run talent management systems improve 

the bottom line and are the critical driver of corporate performance.  Their research was based on 

surveys of 13,000 executives at more than 120 companies and case studies at 27 leading talent 

management companies between 1997 and 2000.  McKinsey and Company reported the following: 

The companies that scored in the top quintile of our talent management index earned, on 

average, twenty-two percent higher returns to shareholders than their industry 

peers.  The companies that scored in the bottom quintile earned no more than their peers.  

Certainly, many factors other than talent management are driving return to shareholders, but 

data provide compelling evidence that better talent management results in better performance.i 

These are powerful numbers.  McKinsey wrote its study in the heyday of the roaring high technology 

economy of the 1990s when labor was in high demand, and there was intense competition to win “the 

war for talent.” The report continued: 

Talented people want the big money and all the perks.  More importantly, though, they want to 

feel passionate about their work, excited about their jobs, enriched by their career 

opportunities, uplifted by the company’s leaders, assured by the depth of its management, and 

inspired by its sense of mission.  They’ll work hard but they want to be fulfilled. If they’re not 

fulfilled, they’ll be inclined to leave.   
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McKinsey’s prescription to win “the war for talent “was to embrace 

a talent mindset, craft a winning employee value proposition, 

rebuild your recruiting strategy, weave development into your 

organization and differentiate and affirm your people.   The 

companies they studied were mid-size to large firms.  I worked in 

one of these companies, Honeywell.  Talent management was its 

passion, championed by its CEO Larry Bossidy, from his days at 

General Electric.  Honeywell human resource leaders commonly 

said that Honeywell’s talent management system was as important 

as strategic planning and annual financial planning.  

Much has changed since the hot economy of the 1990s and the year 

2000, when McKinsey and Company published its report. The over 

speculation of the high tech economy burst in the dot.com bubble 

of March 2000.  Companies like pet.com failed, while others saw a 

high loss in market capitalization, such as Cisco, whose stock 

declined 86%.   

With the hyper stimulation of the George W. Bush years, the 

economy revived and roared along. During the 2006-2008 financial 

and real estate crisis, unemployment soared to 10%.  With high 

unemployment, “the war for talent” cooled, as did employee 

turnover and wage increases.  Many companies walked away from 

the “big money and all the perks” described by McKinsey and 

Company due to belt tightening, their own fight for survival or their 

belief that fear of layoffs was enough to retain employees.  Indeed, 

many executive teams had to scramble through new funding or 

change business models just to stay afloat. 

Now, the U.S. economy is in a slow, steady, uneasy recovery and 

“the war for talent” is about to heat up. Global stock markets have 

regained their losses, home values are rising again, and U.S. 

unemployment has fallen to under 6%. Worker shortages are 

emerging in the U.S., according to several articles in Bloomberg 

Businessweekii: 

Companies in cities across the U.S. are struggling to fill 

positions, with jobless rates in some metropolitan areas 

below the 5.2% to 5.6% level the Federal Reserve regards as 

full employment nationally.  Competition for workers is 

prompting businesses to raise wages, increase hours for 

current employees, add benefits and recruit from other 

regions. 

Labor shortages exist in software engineering, programming, clinical 

research and regulatory affairs, for CPAs, health care workers and 

the specialized trades of the construction industry.   A recent study 

McKinsey 
Recommendations 

1. CEOs and division presidents 

take an active part in talent 

management by being active 

recruiters and mentors and 

insisting on decisive talent 

review sessions. 

 

2. High potential employees 

should be identified early, 

have accelerated career paths 

to bigger, more demanding 

jobs and receive higher 

compensation, at least 10% 

higher. 

 

3. Have a well-defined employee 

brand which fits your mission, 

culture and customer 

marketing and attracts the 

workforce you need to 

succeed.   

 

4. Insist on excellence with 

recruiting, development and 

performance management. 

 

5. Reward great performance 

with higher recognition, pay, 

incentives and career 

advancement. 

 

6. Remove poor performers by 

either moving them to jobs 
they can do better, or by 

exiting them from the 

company. 
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by the Boston Consulting Group, highlighted in DCR Trendline, predicts that between 2020 and 2030, 

there will be a global labor shortage: 

Of the four BRIC countries (Brazil, Russia, India and China) as well as South Africa, only India and 

South Africa will not experience a shortage of labor.  While in 2020 many countries will have a 

surplus, this will turn into a huge shortage by 2030.iii 

The article goes on to predict that Australia, South Korea, Germany and Switzerland will have labor 

shortages by 2020. 

There are other studies which show the strong relationship between investing in strong talent 

management practices and building organizational capability and top level financial performance. An 

analysis by Greg Filbeck and Diane Preece in the Journal of Business Finance and Accounting found that 

portfolios investing in Fortune’s 100 Best companies to Work for in America had higher risk adjusted 

returns that the Standard and Poor’s 500 over the period 1999-2005. They discovered that these firms 

also had higher price/book ratios.  Investing in the top 25 of the Fortune 100 Best outperformed the 

remaining firms in five of the seven years studied.iv 

The Hackett Group found that companies with more mature talent management capabilities reap strong 

bottom-line benefits, including earnings that are 18% higher than typical Global 1000 companies.  These 

stronger earnings generated an additional $673 million in additional EBITDA earnings for a typical Global 

1000 company (with $26.38 billion in revenue). The Hackett Group study examined the performance of 

more than 60 companies over a three-year period. They also learned that in addition to higher earnings, 

leaders saw significantly improved net profit margin and greater return on equity and assets. These 

companies achieved these impressive results by creating an integrated set of talent management 

capabilities aligned with their business and talent strategies. They carefully cultivated the appropriate 

organization and culture, focused on developing the people-management skills of their supervisors and 

on employee engagement practices. They also learned to effectively utilize technology to enable 

information access, track talent management development and enable improved decision making. 

These companies also benefited from increased overall employee engagement scores, faster recruiting 

cycle times, and greater linkages of talent management to business strategy.v 

In today’s labor environment, do McKinsey and Company’s recommendations for talent management 

still hold? I believe they do, and here is why. 

Demographic and Social Changes 

In the last fifteen years, several key developments have impacted the global and 

U.S. workforce: the emergence of the Millennials, the rise of women in the 

developed world, accelerating diversity, continuing globalization and demands for 

flexible work arrangements. These developments require rethinking how 

companies go about talent management.   

Let’s review these key developments one at a time and how they have affected the work environment. 
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Millennials.  Individuals born between 1982 and 2004 are changing politics and workplaces all over 

the world.  Many books and research papers have described the traits of Millennials, including 

Millennials Rising: The Next Great Generationvi and a Pew Research Centervii report. Millennials tend to 

be more liberal than other generations at their age and less attached to organized politics and religion. 

They are wary of large government institutions and big business, and they are more supportive of gay 

rights and legalized marijuana.  While Millennials are the highest formally educated generation in the 

U.S. and much of Western Europe, they prefer learning on-line. They are saddled with higher college 

education debt and have faced higher unemployment rates than many other generations. As a result, 

many Millennials have had to “boomerang” home to live with their parents.  

At work, Millennials are “not chill” to large office bays and a nine-to-five, big company regiment. They 

prefer working from home or wherever they are at the moment.  Millennials love collaboration and 

networks over hierarchical pyramids.  They are a bit self-centered from their upbringing, once being 

labeled “Trophy Kids” for earning sports trophies for participation as opposed to winning, and crave 

recognition.  Millennials are casual and want to work for companies that are honest.     

In researching this paper, I particularly liked a blog by Lydia Abbot, a Millennial, writing about her 

generation and giving advice to managers of Millennials.  Here is a summaryviii: 

• Millennials are:  

o Multitaskers - Be upfront about expectations, and daily and weekly goals. 

o Connected - When recruiting Millennials, use social media to discuss topics that interest 

them. 

o Tech-Savvy - Stay up to date with technology and make sure it is mobile.  Make your job 

application process easy. 

• Millennials want: 

o Instant Gratification and Recognition - because they grew up with constant praise from 

baby boomer parents. Give them instant recognition.  Yes, they are needy! 

o Work-Life Balance & Flexibility - They will work hard but on their time.  Communicate 

your work-life balance values and expectations, and sponsor outside charity events. 

o Collaboration - Design your workspace for teamwork and emphasize the opportunities 

for collaboration during recruiting. 

o Transparency - Be open. Be clear about performance management and give ongoing 

feedback. 

o Career Advancement - Emphasize it during recruiting and provide lateral rotations. 

The Rise of Women!  In 2010, and for the first time in U.S. history, women outnumber men in the 

work place.ix  In the U.S., women outpace men in college enrollment by a ratio of 1.4 to 1 and are 

graduating from universities at a higher rate than men (36% for women vs. 27% for men).x   Women 

have a high presence, if not a majority, in formerly male dominated professions such as finance, 

biomedical engineering, marketing, human resources, pharmacy, obstetrics/gynecology and law.  They 

are putting their own stamp on changes to the workplace, most notably with expectations for family 

leave, flexible work arrangements, part-time work, career advancement AND PAY to match what men 

are making.   
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In the book The XX Factor, Alison Wolf describes the rise of a female elite in the U.S., Western Europe 

and Asia.  The female elite are women who are college educated and whose professional and domestic 

lives are significantly different from their mothers and from the women of their generations who have 

no college degree.  They hold high paying jobs, work nearly as many hours as their male peers, are 

delaying marriage and have fewer children.  Indeed, 30% of them choose not to have children.  When 

they do, they may have one child and their husbands, or a nanny, may be the primary care giver.   

Women are increasingly breaking the glass ceiling.  They now occupy three percent of the corner offices 

in Fortune 500 companies (vii).  Consider high profile female CEOs such as Meg Whitman at Hewlett-

Packard, Marissa Mayer at Yahoo and Mary Barra at Chevrolet as well as powerful women in 

government such as Janet Yellen, Chair of the Board of Governors for the U.S. Federal Reserve, and 

Christine Lagarde, Managing Director of the International Monetary Fund.   After considering the 

differences between these elite women and their mothers in their sexual practices, the type of men they 

marry, the number of children they have, if any, and the significant advances they have made in their 

education and careers, Alison Wolfe concludes that these elite women are acting similar to men.xi 

Accelerating Diversity. On May 17, 2012, The Wall Street Journal headline read, “Minority Births 

are the New Majority”.xii  The article began with this statement:  

For the first time in U.S. history, whites of European ancestry account for less than half of 

newborn children, making a demographic tipping point that is already changing the nation’s 

politics, economy and workforce.  Among the roughly four million children born in the U.S. 

between July 2010 and July 2011, 50.4% belonged to a racial or ethnic group that in previous 

generations would have classified them as minorities, up from 48.6% in the same period two 

years earlier. 

The article goes on to quote William H. Frey, a demographer at the Brookings Institution, who points out 

that for adults younger than 50, Hispanics are the second-largest population group after whites of 

European descent. “It is a major turning point for American society.  We’re moving from a largely white 

and black population to one which is much more diverse and a big contrast from what most baby 

boomers grew up with.”  The article goes on to point out that America’s diversity is varied from state to 

state, with most of America’s diversity in its southern half, from North Carolina to California, along its 

west coast, and in Alaska and Hawaii.  But in pockets of Kansas, Iowa and Nebraska, the article notes, 

“Hispanics are reviving small towns that would otherwise be in decline.” 

Our diverse population will only grow. According to a new report by the National Center for Education 

(NCES), minorities now account for 50.3% of U.S. public school students.  By 2022, the NCES projects 

that minorities will make up 54.7% of public elementary and secondary school enrollment.   

Continuing Trend of Globalization. About 40% of the profit for firms listed on the S&P 500 stock 

index now comes from overseas.xiii In The Ten Trillion Dollar prizexiv, the authors write about the 

expanding markets and profits to be made in China and India. Many S&P 500 stock index companies run 

divisions in established markets like Western Europe, Japan and South Korea and are investing in fast 

growing, emerging markets from Brazil to India, China to Africa. They have created complex matrix 

organizations to operate in those markets.  The reverse is also true, though at a much smaller scale. 

Large multi-national companies from Europe, Japan and China run manufacturing, engineering or sales 
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and marketing operations in the United States to gain access to the largest economy in the world.  Their 

employment of Americans and investment in the United States is growing.  The Bureau of Economic 

Analysis reports that: 

Employment in the United States by majority-owned U.S. affiliates of foreign multi-national 

companies (MNC) rose 3.3%, to 5.6 million workers, in 2011, a rate of increase higher than the 

1.8% increase in total U.S. private-industry employment in 2011.  U.S affiliates accounted for 

5.0% of U.S. private-industry employment in 2011, one-tenth of a percentage point higher than 

in 2010.xv 

Even start-ups, whether in software, services or medical devices, move quickly to globalize their 

businesses in order to gain access to fast growing global markets, talent, lower cost workforces or lower 

hurdles for R&D investment.  Today’s companies have become adept at using the power of the Internet, 

web-cast, Skype and virtual teams.  

Immigration. The United States continues to be a magnet for foreign born workers.  According to the 

U.S. Bureau of Labor Statistics, in 2012, there were 25 million foreign born persons age 16 years and 

older in the U.S. labor force, representing 16.1% of the total.  (This includes documented and estimates 

of undocumented workers and temporary residents such as students).xvi  Immigration, and a higher birth 

rate than Europe, may help save the U.S. from the coming severe labor shortage. 

In my experience leading Human Resources for a global division of a U.S. based medical device company, 

managing a diverse workforce was the order of the day.  Asian and Hispanic men and women primarily 

populated many of our departments. Female or minority VPs led five of our departments.   

Managing diversity was also the rule of the day for managers and human resource professionals in 

Europe and Asia.  Our European manufacturing operations had nationalities from all across Eastern 

Europe, Western Europe and Africa.  One factory leader told me that his Irish factory was represented 

by workers who spoke 17 different native languages—not counting Gaelic!   A manufacturing operation 

in Italy and Switzerland had workers from Russia, Ukraine, Poland, Greece, Montenegro and Senegal.  

Product designs were worked on simultaneously by American and European engineers, who sometimes 

handed-off their work back and forth in the same day, expanding the workday to two shifts. Supply 

chain executives were managing supply chain vendors and warehouses simultaneously in dozens of 

countries on every continent.  Globalization required many employees to work a long day to stay in 

touch and coordinate activities.  In nearly all departments, it was not unusual for an employee residing 

in California to begin her or his day at 5:30 AM with a call to Europe and end it at 11:30 PM with a call to 

India. 

Leading, motivating and developing employees born of foreign cultures, whether your office or 

manufacturing site is in the U.S. or another country, requires new ways of managing. When employees 

come from different parts of the world, they will have different norms and expectations about 

leadership styles, when deadlines are really due, how to collaborate and make decisions, and how to 

socialize with each other.  The use of a rigid, hierarchical, top-down, win at all costs management style 

just doesn’t work in today’s diverse workplace and leads to employees not contributing 100 percent and 

to high turnover.  
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Contingent Workforce.  The use of contingent workers is not new and it is on the rise in the 

United States and around the world.  A recently released report by the General Accounting Office finds 

that 31% of the U.S. workforce is made up of contingent workers.  The definition includes: independent 

contractors and self-employed workers, agency temps, direct-hire temps, on-call workers, day laborers, 

contract company workers, and part-time workers.xvii 

Many companies use contingent workers for a host of strategies. Some companies add surge workers 

during temporary upswings in customer demand. Others prefer to outsource certain specialties to 

experts rather than incur the long term costs of having that expertise in-house. 

Independent contractors and self-employed workers are happy with their contingent employment. 85% 

say they are content with their employment type; and 57% of independent contractors report being 

“very satisfied” with their jobs, compared with only 45% of regular full time workers.  In sharp contrast, 

50% of agency temps and on-call contingent workers want a different employment type.xviii   

During the writing of this white paper, we have seen headlines about two companies that employ 

drivers and, according to the courts or regulators, violated laws on contingent workers and the 

definition of technical platforms. FedEx disclosed a $228 million settlement for not classifying its 2,300 

delivery drivers in California as employees, after losing in a federal appeals court in Oakland, CA. The 

court ruled that FedEx drivers aren’t independent contractors because FedEx controls how drivers do 

their jobs, including schedules, appearance and equipment requirements.xix 

In July 2015, the California Labor Commission ruled that an Uber driver in San Francisco is an employee 

of the ride-hauling app company and not an independent contractor, as Uber claimed. The ruling 

requires Uber to pay the driver $4,152 to cover reimbursable business expenses. Uber claimed it is a 

neutral technology platform (more on that later), enabling drivers and passengers to transact business. 

But the commission found that Uber was “involved in every aspect of the operation.”xx  Uber is 

appealing the ruling in court.  You will soon see similar claims!   

There is long standing guidance regarding what defines independent contractors versus employees.  

Independent contractors perform services for companies under an express or implied agreement. Being 

an independent contractor means not being subject to an employer's financial, behavioral or type of 

relationship controls regarding the method and means by which services are performed. If a company 

provides all or most of the tools required for the job, gives detailed work-direction, determines 

schedules, an independent contractor begins to look like an employee. 

Technical platforms can be a great source of talent! 

Technical platforms organize free agents, matching them with clients, and offer new ways to get work 

done. They allow companies to access key talent for less cost than traditional firms in engineering, 

marketing, legal and other highly skilled professions. Technical platforms are growing and can pose a 

real threat to established companies. 

For example, the advertising platform Tongal does not employ any of the creative talent it uses to make 

ads. Instead, Tongal’s technical talent platform connects advertisers to free agents who make ads at low 

prices that blue chip advertising firms can’t match.  Tongal also provides a system for organizing work. It 

crowd sources ideas and videos via a contest where the top few ideas win the initial contest and get 
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paid. After a series of other contests, an ultimate winner is selected to produce the ad for the client. 

Tongal has clients’ rate freelancers for quality and reliability.  

“Compared to traditional employment, platforms like Tongal can learn fast,” writes David Creelman in 

the November 2014 issue of the Harvard Business Review.  “As talent platforms become more highly 

organized systems focused on specific niches, creating new structures and processes without the burden 

of traditional employees, the competitive calculus changes.”  

As companies plot their talent management strategies, they should carefully plan for the use of 

contingent workers and talent platforms as a way to complement their regular workforce. This strategy 

gives them access to additional talent that may provide a competitive advantage. Companies need to be 

mindful, however, of protecting their competitive value and intellectual property. They also need to be 

careful not to violate current employment laws. Doing so can cost them dearly and tarnish their 

reputation.   

Are technology platforms the wave of the future or the “race to the bottom”?  

Despite all the headlines regarding technology platforms such as Uber, Tongal, TaskRabbit and Etsy, 

according to data by the US Department of Labor, the so called “gig” economy, the share of workers 

who are self-employed or unincorporated, has slowly declined over the past decade, not increased.  It 

has fallen from 8.5% in the mid-1990s to 6.5% of the workforce todayxxi  Although, many hundreds of 

thousands of Americans may supplement their day jobs by doing “gigs” for technology platforms, there 

is no evidence that it is becoming a dominant restructuring of the workforce. 

Digitization of Everything. When I worked for Honeywell out of graduate school, I became 

enamored with the iconic Honeywell round thermostat.  It had been around for decades, even before 

World War II, and was still going strong.  This was in the 1980s when we saw the first Windows 

Operating systems (and Bill Gates dream of a new “network externality”), Apple was coming out with 

the first McIntosh (we actually had to reserve time in McIntosh labs to use them) replacing IBM 

Selectrics. 

Fast forward to 2014 and now the iconic round thermostat that is making news isn’t from Honeywell. It 

is from Nest. Homeowners cannot only “setback” the heating temperature during sleep or while they 

are at work, like with Honeywell thermostats, they can program the Next thermostats, (and smoke 
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alarms and home cameras) from the cell phones. (I am sure Honeywell executives are wondering why 

they did not think of this!) 

 The digitization of the world is moved beyond search engines, listening to music on YouTube and 

posting the latest pictures of your life for all of your friends to see on Facebook to virtually everything.  

According to McKinsey and Company, digitization often enables many processes to be fundamentally 

reconfigured and digitization is in hot demand by customers: 

Successful digitization efforts start by designing the future state for each process without regard 

for current constraints—say, shortening a process turnaround time from days to minutes. Once 

a compelling future state has been described, constraints (for instance, legally required checks) 

can be reintroduced….The benefits are huge: by digitizing information-intensive processes, cost 

can be cut by up to 90% and turnaround times improved by several orders of magnitude xxii 

HRIS systems now incorporate benefits administration with payroll and target small employers such as 

TriNet and Zenefits, and for large employers, Workday with its Cloud servers and Facebook-like look and 

feel. It is rapidly gaining ground PeopleSoft. In talent management, applicant tracking systems, LinkedIn, 

Glassdoor and Facebook are increasingly staples for business. The digitization of everything includes the 

technology platforms discussed above and other platforms, such as Underdog.io which allow workers in 

certain nitches, such as software to find new start up employers. Under development are platforms 

which track worker performance, the value of their performance and allows workers to suggest process 

improvements to management.  

With the rapid pace of change and innovation in the digitization of everything, only one thing is for sure.  

This section will be largely out-of-date by the time you read it. 

 

Flexible Work Arrangements. Whether it is flextime, telecommuting, remote work or mobile 

work, flexible work arrangements are highly valued by today’s workforce.   

The Harvard Business Review reported in 2005 that: 

64% of the women we surveyed cite flexible work arrangements as being either extremely or 

very important to them.  In fact, by a considerable margin, highly qualified women find flexibility 

more important than compensation; only 42% say that “earning a lot of money” is an important 

motivator.  In our focus groups, we heard women use terms like “nirvana” and “the golden ring” 

to describe employment arrangements that allow them to flex their workdays, their workweeks 

and their careers.”xxiii    

In 2009, evidence emerged clearly indicating that teleworking, another term for flexible work 

arrangements, is not just a women’s or Millennials’ issue.  79% of U.S. workers say they would like to 

work from home at least part of the time.xxiv  In March 2014, the New York Times reported the following:  

Most research says it is not predominately women who telecommute.  Most research says it is 

at least equal between men and women… Cali Williams Yost, chief executive of Flex and 

Strategy, said a telephone survey released last month by her company found that more men 



10 
 

than women said they worked remotely.  That is backed up by a Harris online poll of 2,219 

adults last year.  Both surveys agreed that all ages telecommute.xxv 

The article reports “Telecommuting has risen 79% between 2005 and 2012 and now makes up 2.6% of 

the U.S. workforce, or 3.2 million workers, according to statistics from the American Community 

Survey”.    

Although some companies have recently backed away from flexible work arrangements, most notably 

Yahoo, Hewlett Packard and Best Buy, teleworking will continue to be an important factor in the 

workplace. 

Talent Management for Today’s Companies 

While demographic and social changes may differ across the U.S. and the world, business leaders need 

to know how their company may be impacted by these trends.  Well run, integrated talent management 

systems, championed by top management, still drive top quartile business results.  Is your talent 

management strategy adapting so that you can attract the talented workforce you need, then motivate, 

engage and develop them?  

In 2014, an article in the Harvard Business Review, “Building a Game Changing Talent Strategy”, 

provided this insight: “Game changing organizations are purpose-driven, performance orientated and 

principles-led, and they have talent strategies that guide and even drive their business strategies.”  The 

authors state that the most effective talent management strategies are: 

Relentlessly focused on supporting, and in some cases driving the company’s business 

strategies.  They are comprehensive, addressing group, divisional, regional and business unit 

considerations.  They add value, and they work exceptionally well.xxvi 

The authors go on to state that commitment and heavy engagement from the top executive team is 

central to the success of game changing talent management: 

Commitment from the top executive team is central to building and maintaining this business-

first mindset.  Game changing leaders not only excel at articulating the vital importance of talent 

management, they are also heavily engaged in their company’s actual practices.  They demand 

that their line leaders are accountable for spotting, developing and training the next generation 

of leaders. 

Today’s successful talent management strategy requires commitment and participation from executive 

leaders and management.   

The Talent Management System 

In the chart below, I have outlined the main components of a comprehensive and integrated talent 

management system in the digital, global and multicultural age.  The components are the Talent 

Strategy itself, Employee Branding and Recruiting, Performance Management, Employee Engagement, 

Creating a Learning Environment and Succession Planning.   
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Talent Management

Business Vision
Mission
Culture
Business Strategy
Customer Feedback

Workforce Analytics
Surveys
Sensing Sessions
Demographics
Engagement Metrics

Talent 
Strategy

Employee Branding, 
Recruiting,

& Onboarding

Performance 
Management, 
Recognition

Creating a 
Learning 
Environment

Succession 
Planning

Results
✓ Aligned & 

engaged 
employees

✓ Successful 
strategy 
execution

✓ Improved 
performance

✓ Improved returns 
to shareholders

Measure and Monitor

Employee 
Engagement

 

Like any effective business process, talent management is measurable, should have challenging goals 

that contribute to the top and bottom line of the business, and “in-process” goals, which can alert 

leaders if a process has broken down or if goals will not be met. Talent management strategies are 

dynamic, rather than bureaucratic and do not become just another binder placed on a shelf.   

If your current talent strategies do not drive excellence in execution and enable profitable growth, it is 

time to throw them out and start over.  Does this sound intimidating?  It doesn’t have to be if you take it 

one step at a time and “bite off what you can chew!” Whether you lead a start-up, mid-cap or large 

company, the importance of talent management is the same, but the approach will be different.  

Start-ups.  Start-up organizations have the initial advantage of speed, provided they have venture 

funding, and “three musketeer management,” where employees often work elbow-to-elbow with the 

founders. Start-ups are innovative, with rapid learning cycles, singular focus and instantaneous 

teamwork where people can see the direct results of their work. Start-ups typically have great brands 

and tireless recruiters, and they are hip.      

In the early years of a start-up, performance management might not be essential, since everyone knows 

everyone else and succession planning is beyond the horizon, at least for now.  But as the business 

grows, top management no longer knows everyone. They face the challenges of leading a larger 

workforce, or launching a second winning product, or managing multiple sites. Performance 

management, employee engagement and sustaining a learning environment become more daunting.   

Mid-cap Organizations.  The skills for leading a mid-cap organization are different from managing 

a start-up. More sophisticated and reliable functional management and talent management systems are 

required.  The work forces of these organizations are larger, and they have organizational structures 

that require more deliberate communication and coordination to stay aligned to business strategies.  If 
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the mid-cap has gone public, dramatically new disciplines are required for quarterly reporting and 

maintaining relationships with the investment community.  It is often during a critical juncture when 

performance management, employee engagement and succession planning systems are first 

considered. If these systems already exist, they may require significant retuning and upgrading. As one 

CEO said to me, “I woke up one day and realized I did not know all of our employees, or why we hired 

them.  I knew then that I needed a more sophisticated human resources system.” 

Large Companies.  Large companies often have global supply chain networks for manufacturing and 

distribution and marketing, and the headaches of global, matrix organizations and bureaucracies. 

Effective communications, clear focus, alignment of the workforce, cultural issues, bureaucracy, role and 

responsibility clarity, and execution are a constant concern.  In large companies, new employees, high 

potential employees and brilliant initiatives can go unnoticed.  Comprehensive talent management 

systems can address large company concerns, welcome and nourish new hires, and identify and develop 

high potential employees.  

Although large companies may be used to all of the components of talent management, like any 

business strategy, talent management is not static.  The selection of a new CEO or division president, the 

purchase of an acquisition, launching of a game changing strategy or new technology, opening up a new 

sales or manufacturing office in Asia or Africa, all require changes to one or all parts of the talent 

management strategy. 

Let’s explore the main components of a successful, comprehensive and integrated talent management 

system:  

1. Talent Strategy. Your enterprise has a mission, guiding values and business strategies.  You 

also need a talent strategy to support your business strategies and drive profitable growth.  The 

talent strategy determines the knowledge, skills and competencies the workforce requires and 

the implementation tactics to attract, hire, develop or purchase a workforce that has those 

required competencies. Your talent strategy also motivates and engages your employees and 

teams.  When well-coordinated and executed, your talent strategy should fit hand-in-glove with 

your business strategies. Here is how to develop a successful one. 

 

The first step in developing your Talent Strategy is reviewing the 

organization’s strategic business plan, including market opportunities and threats, 

emerging technologies, new product plans, financial goals and target areas for growth.  Useful 

inputs include customer feedback and observations by executives.  Do your executives, for 

instance, look with envy on employee competencies of market rivals?  Are new workforce 

competencies or organizational capabilities required to meet the business strategies?  It is vitally 

important to have a good pulse on the enterprise’s engagement with customers, market 

opportunities and competitive threats so that the talent management strategy has business 

relevance. 

 

Next, assess where the enterprise is in its talent management evolution.  Below 

are 14 key questions to ask: 
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1. Do more than 90% of employees know the mission of the company and its business 

strategies and your progress against those strategies?  

2. Do 95% of employees understand their goals, roles and responsibilities?   

3. Do 95% of employees have completed performance appraisals and development plans? 

4. If you asked someone on the street who works in your industry, would they know about 

your company? 

5. Does it take your organization more than 45 days to fill job openings? 

6. Are 30% or more of company jobs filled by employee referral?   

7. Do more than 90% of your employees plan to continue working for the company in 12 

months? 

8. Is turnover higher than the industry or location average in any of your sites, including 

global sites?  Do one or more functions have significantly more turnover than others? 

9. What percentage of new hires quit within a year’s time? 

10. What are the top reasons employees leave your company? 

11. Does every vice president have at least two identified and ready internal or external 

successors? 

12. What are the top compliments and complaints of your company by its leaders?  By its 

employees? 

13. Are new products coming to the market with 90% or greater on-time efficiency? 

14. Do 90% of your customers believe that you understand their needs, and do they believe 

you have effective customer-interfacing employees to assist them? 

 

The answers to these questions will go a long way toward helping you assess where you are in 

your talent management journey and where you need to put your focus.  If climate surveys or 

sensing sessions have not been gathered recently, use them to get a pulse on employee 

attitudes, issues and concerns before making changes to your talent management strategy.  If 

you have current results from climate surveys and sensing sessions, it can be very insightful to 

look at how responses have changed over time.  Because climate surveys and sensing sessions 

reveal authentic issues in the voice of employees, their results can be used during 

implementation of the talent management strategy to demonstrate to the workforce that 

management has listened to their concerns. 

  

In developing your talent management strategy, you will want to consider the demographics of 

your organization.  The predominant mix of age, gender, race, sexual orientation and national 

origin of your workforce can determine the right cultural setting, office environment, benefit 

structure and other attributes for a successful work environment.  For example, older workers 

will put a premium on preserving retirement benefits, full service health plans and more 

traditional office environments.  Younger workers will probably prefer high deductible, 

consumer driven health care plans and more flexible office environments. 
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Then, know what your current and former employees are saying about your 

company culture and management on the Internet. Review Internet sites, such as 

Glassdoor, for the rating of your company and former employee 

reviews of its culture, management and CEO. They indicate the 

attractiveness of your enterprise as a place to work.  Review 

what is written about your business on social media websites 

such as Twitter, Tumblr and LinkedIn blogs.  Many leaders may 

be tempted to dismiss these ratings and blogs as the ranting of disgruntled, biased, former 

employees, but these reviews remain a public perception of your enterprise, for all to see.  Your 

future employee branding efforts will need to take these perceptions into 

serious consideration.  I have found it particularly insightful to compare an 

enterprise’s online perception with others in their industry, whomever the 

enterprise compete with for talent.  My observation is that highly rated 

companies in the “best places to work” usually do well on these sites.  

How does your enterprise and management team compare with industry 

leaders?  How can it improve? 

Finally, review changes to labor laws and regulations and new trends in 

physical work environments.  Make sure you understand how these changes will impact 

recruiting, workforce management and the skills needed by your management team.  Are you 

going to be recruiting in India?  Did you know that India has an affirmative action law to guard 

against discrimination of their lower castes?  Do you have facilities in California?  Are you aware 

that customary non-competes in employment contracts are not valid in California, that overtime 

for non-exempt employees is paid after eight hours in a day as well as after 40 hours in a week, 

that the minimum wage is higher than the federal minimum wage, and that there is a mandate 

and a formula for paying sick time? 

After the above analysis is complete, it should be vetted with the major functions and 

leaders of the business.  Then, develop a talent strategy that will align and motivate your 

workforce and help your enterprise win in the marketplace.  The critical questions to answer 

are:   

1. What capabilities, competencies and skills are required of your future workforce to 

achieve the enterprise’s strategic objectives?  

2. How can these competencies be hired, developed or purchased?   

3. What new skills are required of management?   

4. Do all of the various departments of your organization work well together?   Across 

geographies? 

5. Are new systems or processes required?  Do you need to upgrade existing systems and 

processes? 

6. How does your physical work environment need to change? 

7. Is your organization prepared to lead global, virtual teams? 

8. Do you have competent successors to your current leaders? 
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2. Employer Branding and Recruiting is the process of attracting, recruiting and 

onboarding the critical talent to compete in the future. It includes marketing the enterprise to 

the external target workforce by presenting, in compelling language, the purpose, principles, 

culture and work environment of the enterprise. Then, successfully attracting, recruiting, hiring 

and developing the talent.  Employee branding and recruiting should be as slick and high tech as 

any marketing campaign.  As with any business or marketing strategy, it begins with analyzing 

the needs and preferences of the external market, in this case the target workforce, and the 

applicable laws and regulations in the countries where you have operations and offices.  

Employee branding and recruiting is a high volume, repeatable process, like manufacturing.  It 

should have well defined process steps with clear roles and responsibilities for recruiters and 

hiring managers, and it should use predictive measures for each sub-process, end of process 

achievement measures and follow-up measures.  In the digital age, employee branding and 

recruiting should be interactive, multi-media and mobile, and feature not only your business 

purpose and culture, but also live testimonials from your employees.  

Employee Branding and Recruiting departments provide a high return on investment.  I have 

implemented strong Employee Branding and Recruiting departments several times and have 

seen dramatic pay backs in reduced cycle times for hiring, new hire attrition, head hunter costs 

and costs per hire.  The right branding and recruiting approach depends on your business 

strategies, purpose, principles and culture. 

 

3. Performance Management.  Performance management is the most hated of all human 

resources processes.  Managers are human beings, and most human beings dread giving 

feedback, particularly negative feedback, which can generate a strong reaction from employees.  

Performance management often becomes overly bureaucratic with a long list of competency 

ratings and many competency raters. Performance ratings often impact the size of a merit pay 

increase or the designation of who is or isn’t a high potential employee.  Usually, only 10% of 

the workforce walks away with the good news that they are high potential.  It doesn’t have to 

be that way!  

 

Performance management should be a positive process for executing the organization’s 

strategies, rather than a downer and morale buster for most of the workforce.  Performance 

management aligns functional departments, enterprise teams and individuals to the strategies, 

culture and competencies of the organization.  It includes communicating the enterprise’s 

business strategies and setting department level, team and individual goals.   

 

Leading performance management systems provide timely, ongoing and meaningful feedback 

for improving performance and accelerating careers.  They motivate employees with exciting 

work and developmental assignments. They provide timely recognition and rewards.  Leading 

performance management systems are dynamic and inspiring.  They are not static, bureaucratic, 

dreaded once-a-year events.  

 

Performance appraisal forms can be one or more pages, including the development plan and 

career aspirations of the employee.  While it is critically important to manage performance in a 
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timely manner, including poor performance, there is no reason why employees should have 

surprises in a performance appraisal. Ninety percent of employee should leave a performance 

appraisal meeting feeling good about their talents and accomplishments, contributions to the 

team and company, and their role for the future. 

 

4. Employee Engagement.  These two words have generated countless books and articles 

over the past several years, and there is an evolving understanding of what employee 

engagement is and how you get it!  According to Gallup, only 13% of the global 

workforce is engaged at work. 63% is not engaged with their jobs and 24% 

are actively disengaged.xxvii  Tower’s Watson reports that nearly 40% of global workers 

are fully engaged and 24% are fully disengagedxxviii.  What is employee engagement?  It is the 

level of emotional commitment an employee has to the organization, its purpose, culture and 

goals.  Having an excellent performance management system to align, motivate, assess and give 

feedback to the workforce is an excellent achievement.  But if you want to unlock the intrinsic 

motivation and the emotional commitment of your workforce, you need to engage them. This 

goes beyond being satisfied at work or being obligated to work for a paycheck.  Engaged 

employees are more innovative, work more hours and take more initiative.   

 

Studies have found that firms with HIGHLY engaged employees have lower employee 

turnoverxxix, employees who contribute higher discretionary effort,xxx nearly three times 

higher operating marginsxxxi, and five times higher shareholder returns over five yearsxxxii.  

Sounds great! How do I get it?  Based on research by Gallup, Leigh Branham, Culture Amp and 

TINYPulse, here is the recipe:  

 

1. Transparent, trustworthy executive teams who provide compelling business strategies 

and energize their workforces. 

2. An organization based on purpose, principles and performance - invite your workforce 

to fulfill their intrinsic motivations through your organization’s purpose. 

3. Employees in jobs that play to their strengths, doing compelling work. 

4. Collaborative peers. 

5. Supportive managers who provide clear goals, responsibilities, roles, and operating 

norms, and take an active interest in their employees’ development. 

6. Organizations that provide ample opportunities for learning and development. 

7. Flexible work environments that enable knowledge based workers to manage their 

stressful work life integration, while meeting organizational goals and expectations. 

Note that, although there is ample evidence showing that employees expect competitive wages 

and will leave if they aren’t being paid competitively, pay is not on the list.  (In developing 

countries pay, paid time off and long-term benefits ARE important.)  For talent management 

systems to be robust and drive bottom line results, employees must be engaged!  

5. Creating a Learning Environment.  Organizations have very practical reasons to create 

learning environments, since a learning environment improves employee performance and 

business outcomes.  Let’s look at some opportunities: 
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1. Dynamic New Hire Orientation.  Shorten the unproductive time of novice employees to 

learn new jobs, processes or technologies during onboarding.  If onboarding is used only 

for filling out forms with HR (either online or in the office), spending time with security 

getting a mug shot, and watching an outdated video on how the company was founded, 

you are squandering a golden opportunity to make a great first impression.  If new 

employees learn less in your new hire orientation about the company’s business 

strategies, strengths and challenges than they can read on Yahoo Finance, you flunked!  

Sink or swim environments lead to drowning and turnover, and they are expensive! 

On the new hire’s first day, after all the legal and security requirements have been 

fulfilled, the manager should spend half of the day with the new hire to orient him or 

her to the company and their role. Then, give the new hire a 30-day plan for learning the 

organization’s key policies, practices and operating systems.  Build in scheduled time 

during the first two weeks for the employee to meet key stakeholders and proactively 

build relationships and understand expectations.  Put the new hire on the challenging 

work you hired them for and assign a coach for each operating system that they are 

required to learn for their jobs.  Make sure that the coach has a performance goal to 

bring the employee up to speed.  There are many shortcuts or ways of doing things that 

can be quickly mastered with a coach.  I have seen this practice quickly pay dividends for 

new marketing and sales employees who have needed to learn sales reporting systems, 

contracting systems and systems for legal review.    

The CEO or division President should meet with new hires quarterly to review the 

organization’s mission, purpose and key strategies and invite and be open to questions. 

The executive could disclose his or her own career path and provide advice.  

2. Improve Technical Skills in Functional Organizations.  Improving the technical skills 

within your functional organization can greatly increase worker performance.  Start your 

curriculum with whatever process or function is falling short of meeting its goals, based 

on your performance measures and workforce analytics.  Often this is more than a 

training effort, it is an intervention. I have seen marketing, finance, clinical research and 

R&D organizations significantly improve their performance by standardizing their 

processes and teaching best practices to new hires.  The employees loved it as well 

because of the clarity it brought to process steps, roles and responsibilities. 

 

Develop Leaders Who Can Engage Their Teams.  A third leg of your learning 

environment is leadership training and mentoring for entry level and mid-level leaders.  

The employee engagement literature is rich with the importance, and improved 

business outcomes, of leaders who provide clear goals, roles and responsibilities, 

operating norms and timely recognition and who take a genuine interest in the 

development of their employees.  Today’s global and multi-cultural workforce requires 

versatile mangers who can adjust their management and communication style to align, 

motivate and develop their teams.   
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The type of learning environment you create will depend on your business strategies, purpose, 

principles and what drives your business success.   Aligning your business strategies with your 

workforce includes informing each employee what new competencies they need to learn.  It is a 

powerful motivator when every employee has an individual development plan that identifies 

their strengths and development areas for their current and future assignments.  

 

Development plans should include the pinnacle career objective for each employee and the 

pathways to get there, including the competencies and skills for next assignments and lateral 

rotations.  It is not reasonable for organizations to expect managers to provide all of an 

employee’s necessary development coaching and mentoring. Timely pairing of coaches and 

mentors greatly enhances learning-by-doing and relieves supervisors of the need to provide all 

of the development.  Development plans should also identify key external or internal training 

courses and seminars.   

 

6. Succession Planning is the process of selecting future leaders and key technical talent from 

among the enterprise’s high performance employees, including those with the leadership skills 

to rise all the way to the top of the organization.  Well thought out succession plans identify the 

high performance employee’s next roles, lateral rotations or promotions, including the optimal 

timing of such moves. Succession plans accelerate high potential employee careers, provide 

higher than normal base pay—at least 10% more— and incentives.  Succession planning is most 

successful when objective criteria are used to measure current performance and the mastery of 

leadership competencies at each level of management.   

 
What makes a high talent employee?  How do you know a future CEO, division President or 

Chief Financial Officer when you see one?  This is a topic of hot debate, and the empirical 

evidence is not always clear.  Let’s begin with what I believe most professional observers on this 

topic can agree on.  High talent employees are consistently top performers in their field.  They 

aspire to advance higher in their careers.  They are smart, with a high IQ but not excessively 

high.  They are self-aware, open to feedback and intellectually curious. They are agile and 

motivated to change, which allows them to succeed with new business models, diverse teams 

and customers.  They are courageous and raise their hands to do the risky, new start-up or turn 

around projects.  They can inspire and lead others, and have emotional intelligence, the ability 

to understand the impact of their words, communication and behaviors on others and to make 

adjustments as necessary.  In today’s global world, they also need to have cultural intelligence, 

the ability to be self-aware of their own cultural bias and limitations and an ability to adapt to 

the cultural styles of the nationalities with whom they work.  The final trait is resiliency, the 

ability to pick themselves and their teams up after failure and reenergize for the tough work to 

achieve future success. 

 

After every new assignment and promotion, the bar is reset for the high talent employee. Are 

they still a top performer? Have they mastered the higher competencies expected at their new 

professional or leadership level?  Do they aspire to advance higher?  Do they remain 

intellectually curious and agile? 
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Not everyone in an organization is a high potential employee, able to reach the CEO’s office, 

become President, or the highest functional VP of the organization.  If your organization has 

more than 10% high potential employees, you probably have too many. By this I mean, that you 

are too generous in determining who is high potential and who is not.  While this may be fine in 

the lower wrungs of the leadership career ladder, you will need to discern the true high-

potentials from the others as their careers’ progress.  

 

High potential employees often have big egos and high expectations, which can lead to 

debilitating conflict in organizations. You should also focus on staffing your organization with 

engaged, highly competent, collaborative employees who don’t want the rigors and frequent 

moves of the fast track.  These employees may make fine directors in their professions, if they 

have the competencies required of these roles. Don’t forget to develop and reward them for 

their performance and loyalty. 

 

As a strategic HR consultant, I am often asked to identify the critical talent for a potential 

acquisition during the due diligence process. Losing either the key leaders or top technical talent 

would significantly diminish the future value of the company being acquired.  I am always asked, 

“How do we retain them?”  The answer is usually costly. I always find it perplexing, then, that 

many organizations identify their future leaders through succession planning but seldom 

identify and develop their top technical people.   

 

 Top Technical Talent.  The skill sets for engaging leaders and top technical employees are 

different.  While leaders need to have technical or functional discipline competence, they 

specialize in leadership - articulating a strategic vision and attracting employees to it.  They are 

excellent at delegation and providing clear goals, roles and responsibilities. Versatile leaders are 

good collaborators. They build strong relationships with peers, many of whom might not share 

their background and culture.    

 

Top technical talent, on the other hand, are the experts, so steeped in the language and 

research of their field that others may have to interpret their ideas and recommendations.  They 

are intellectually curious, can be doggedly determined, and can spend hours on end in the lab or 

on their computer doing simulation research and trying out new designs and models.  They are 

often no more than 10% of your workforce. 

 

What can you do to motivate and engage them?  Create an environment that allows them to do 

the work they love, focused on the enterprise’s mission and strategies, unencumbered by 

pressure for quarterly profits and tiresome bureaucracy. Create a learning environment where 

they can fail fast, furiously and often with their experimentation and rapid prototyping.  The 

question to ask them is, “What did you learn and what is the next experiment to move ahead?”  

Innovation takes time. There may be as many as 100 failures before you have the next big 

product with big profits.   

 

Top technical talent is also motivated by opportunities to attend conferences, publish papers, 

participate in technical digital chat rooms, and by challenging new assignments.  The financial 
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rewards provided to high potential leaders, such as cash bonuses and stock awards, work for 

them as well.  Top technical talent are an important element of your workforce, the golden 

nugget of the business, and they need to have their scientific and engineering curiosity satisfied. 

 

The Call to Action   

An enterprise may launch talent management as a complete, integrated system, or one-step-at-a-time 

with a phased-in implementation.  The approach you choose depends on the enterprise’s needs.   

Before implementing talent management changes, senior management should assess the readiness of 

management and the workforce and be careful not to overwhelm by doing too much at once.  The step-

by-step approach may work best for new start-up or mid-cap organizations or for organizations re-

tooling their talent management system due to market place changes, new business directions or 

acquisitions.   

Any new initiative or change, like talent management, needs to be explained to employees, 

and be clearly implemented.  Talent management systems are effective when they are 

thoughtfully crafted and relevant to the enterprise’s culture and the day-to-day work routines of 

employees and management.  They are best understood and trusted when implemented or changed at 

the beginning of the annual performance management cycle, so employees have plenty of time to learn 

the new systems without last minute surprises at performance appraisals. Everyone can begin fresh with 

clear expectations for setting goals, required competencies, ongoing feedback, recognition, 

development planning--all the way through the annual performance appraisal at year’s end.    

Like any successful business process, talent management should have clear goals, roles, 

responsibilities, in-process monitoring, and end-state metrics.  This applies for each of 

the five components of talent management and for every critical function, global region or division. 

Coordinate your organization’s talent management. The five components of talent 

management need to be coordinated together and across the enterprise in order to succeed. For 

more complex enterprises, talent management can be operationalized by critical functions, job families, 

global regions and divisions.  For example, if the enterprise is launching a new business with a game 

changing product, what skills and competencies are needed to research and develop the product line?  

Do these competencies require the company to attract new technical talent, such as bio-medical 

engineers or analytical chemists with PhDs?  Where do you find, and how do you attract and hire these 

workers?  What work environment and rewards will motivate them?  What training and competencies 

will the sales force require to sell the new game changing product?  Will this product need varied 

marketing strategies for regional markets?  Once the functional leadership teams of the enterprise 

answer these questions, the competencies and skills can be integrated into the recruiting, development 

and talent management strategies of the enterprise, regions and its functions. 

Business success is not only about having the right business strategy, good financials, and 

ballyhooed analytics. Comprehensive talent management systems, as outlined in 2000 by McKinsey and 

Company, are still a winning approach. Shepherd your workforce with a comprehensive talent 
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management system aligned to your purpose, principles, culture, and business strategies and watch 

your business strategies be executed flawlessly! 

Victor Assad is a Strategic Human Resources Consultant with over 25 years of experience leading 

human resources departments in fast-growth, global, billion dollar divisions, and technology start-ups 

for Honeywell and Medtronic. His experience spans a diverse group of industries, such as medical 

devices, software, aerospace and defense and manufacturing. 

Need Assistance with Talent Management? 

Contact Victor Assad 

707-331-6740 

victorassad6@gmail.com 
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