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This year’s 10 trends

This fourth annual survey of more than 7,000 HR and business leaders globally ranks 10 key trends and companies’ readiness to respond
to them. The report also includes both country and industry analyses, as well as an interactive dashboard and mobile app to explore the
survey results.

Four powerful forces are driving change for both HR functions and the organizations they serve, creating talent challenges—as well as potential
solutions—radically different from those faced by previous generations of leaders.

Organizational design:

The rise of teams

Hierarchical organizational models aren’t just
being turned upside down — they're being
deconstructed from the inside out. Businesses
are reinventing themselves to operate as
networks of teams to keep pace with the
challenges of a fluid, unpredictable world.

Leadership awakened: Generations,
teams, science

Leaders of all ages, genders, and cultures are
now poised to take the reins at organizations
around the world. How ready will these
future business leaders be to take charge in
an increasingly complex global marketplace?

Shape culture: Drive strategy

The impact of culture on business is hard to
overstate: 82 percent of respondents to the
2016 Global Human Capital Trends survey
believe that culture is a potential competitive
advantage. Today, new tools can help leaders
measure and manage culture towards
alignment with business goals.

Engagement: Always on

Employee engagement and retention

today means understanding an empowered
workforce's desire for flexibility, creativity,
and purpose. Under the evolving social
contract between employer and employee,
workers become “volunteers” to be
reengaged and re-recruited each day.

Learning: Employees take charge
Corporate learning departments are
changing from education providers to
content curators and experience facilitators,
developing innovative platforms that turn
employee learning and development into

a self-driven pursuit.

Design thinking: Crafting the
employee experience

Design thinking takes aim at the heart
of unnecessary workplace complexity by
putting the employee experience first —
helping to improve productivity by
designing solutions that are at once
compelling, enjoyable, and simple.

HR: Growing momentum toward

a new mandate

Good news: This year's Global Human Capital
Trends survey shows an improvement in the
HR organization's skills, business alignment,
and ability to innovate. But as companies
change the way they are organized, they must
embrace the changing role of HR as well.

People analytics: Gaining speed

The use of analytics in HR is growing, with
organizations aggressively building people
analytics teams, buying analytics offerings,
and developing analytics solutions. HR now
has the chance to demonstrate ROl on its
analytics efforts, helping to make the case
for further investment.

Digital HR: Revolution, not evolution
A new world for HR technology and design
teams is on the horizon. Mobile and other
technologies could allow HR leaders to
revolutionize the employee experience
through new digital platforms, apps, and
ways of delivering HR services.

The gig economy: Distraction

or disruption?

How can a business manage talent effectively
when many, or even most, of its people are
not actually its employees? Networks of people
who work without any formal employment
agreement — as well as the growing use of
machines as talent — are reshaping the talent
management equation.

Learn more

@ www.deloitte.com/us/hctrends

L. @DeloitteTalent
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The gig economy

Distraction or disruption?

From the increasing use of contingent freelance workers to the growing
role of robotics and smart machines, the corporate workforce is changing—
radically and rapidly. These changes are no longer simply a distraction;

they are now actively disrupting labor markets and the economy.

Almost half of the executives surveyed (42 percent) expect to increase or significantly increase the
use of contingent workers in the next three to five years; 43 percent anticipate greater deployment

of robotics and cognitive technologies. Three out of four executives (76 percent) surveyed expect

automation will require new skills in the workforce in the next one to three years.

The concept of “contingent workforce management” is being reshaped by the “gig economy”"—
networks of people who make a living working without any formal employment agreement—as

well as by the increased use of machines as talent.

New regulations that mandate pay for overtime, increase the minimum wage, and tighten rules for
part-time status are becoming more important than ever, with a growing public policy debate over
how to regulate and measure new labor models.’

HREE years ago, Deloitte introduced

the concept of the open talent economy,
predicting that new labor models—on and off
the balance sheet—would become increasingly
important sources of talent.> Today, they are.

Granted, respondents to this year’s survey
rated workforce management the least impor-
tant of the trends we explored. (See figure 1
for our survey respondents’ ratings of work-
force management’s importance across global
regions and selected countries.) Nonetheless,
rapid changes in the nature of the workforce,
through new labor markets and models and
through automation, present important chal-
lenges for business and HR leaders.

Today, more than one in three US workers
are freelancers—a figure expected to grow to
40 percent by 2020. This year’s survey con-
firms that the contingent workforce has gone
global. Fully 51 percent of executives in our

global survey plan to increase or significantly
increase the use of contingent workers in the
next three to five years, while only 16 percent
expect a decrease.

Companies such as Airbnb and Uber
embody this trend, but they are not the only

organizations profiting from the “gig economy.”

Companies in all sectors—from transportation

to business services—are tapping into freelance

workers as a regular, manageable part of their

workforces. Cost structure is one factor driving

this trend, with some companies opting to pay
purchase orders instead of salaries. The avail-
ability of talent is another factor; data scien-
tists, for example, may not be willing to move
to a company’s remote headquarters but could
be engaged remotely and temporarily.

In addition to broader economic and social
changes driven by the gig economy, new labor
models are expanding beyond contingent
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Figure 1. Workforce management: Percentage of respondents rating this trend “important” or “very important”
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workers to include the rapidly growing integra-
tion of robotics and cognitive technologies into
the workforce. These automated “employees”
represent a new form of talent that HR must be
prepared to engage and manage.

Within the next three years, 42 percent of
executives surveyed expect to increase the use
of robotics and cognitive technologies. But,
contrary to some news headlines, most organi-
zations do not expect workers to be replaced by
machines. In fact, 20 percent expect automa-
tion to increase hiring levels, while 38 percent
see no impact.

At an even more basic level, companies are
struggling to understand who (and what) their
workforces are composed of and how to man-
age today’s incredibly diverse combination of
worker types, including workers on and off the
balance sheet as well as part-time, contingent,
and virtual workers. Across all organizations,
industries, and geographies, a new work and

Graphic: Deloitte University Press | DUPress.com

social contract is emerging. Today’s HR orga-
nization needs to adapt to these changes in the
21st-century workforce.

These new additions to the workforce, after
all, work side-by-side with those on the bal-
ance sheet. Many have been recruited through
the procurement office rather than HR sys-
tems. But all affect the company’s reputation
and brand. How can HR manage and motivate
all these types of workers?

Many HR teams struggle to understand
the forces shaping today’s workforce, particu-
larly when translating these new realities into
attractive and cost-effective workforce prac-
tices that comply with government regulations.
According to this year’s survey, 71 percent of
executives believe their companies are “some-
what” or “very” able to manage contingent
workers. The top three challenges cited include
legal or regulatory uncertainty (20 percent),

a corporate culture unreceptive to part-time



and contingent staff (18 percent), and a lack of
understanding among leadership (18 percent).

The move toward automation, robotics,
and cognitive technology in the workforce also
poses significant challenges. Three out of four
executives in this year’s survey believe auto-
mation will require new skills over the next
several years. When asked about their organi-
zation’s capabilities to redesign work done by
computers to complement
talent, only 13 percent of
executives rated them “excel-
lent”—34 percent (1 out of 3)
described them as “weak”

Consider some of the
challenges: One major tele-
com company measures its
workforce as either 18,000
(payroll), 30,000 (includ-
ing contractual workers),
or 57,000 (including those
who are building out its
network)—a huge vari-
ance, depending on how the
workforce is measured. Uber has three million
drivers under contracts that offer the company
tremendous flexibility. Are they part of its
workforce? And who will decide that ques-
tion—regulators or the business itself? Could
benefits for these workers be allocated through
micropayments, for instance?

These questions present a number of chal-
lenges. HR can modify policies and programs,
but when even a figure as simple as the
number of workers at an organization is open
to so much interpretation, HR’s task becomes
highly complex.

In short, leading organizations are explor-
ing how to make real the promise of the open
talent economy. Fundamental questions con-
front business and HR leaders:

« Who, where, and what is the workforce?

« How can HR, procurement, and IT col-
laborate to plan and manage the 21st-
century workforce?
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« How can the best workers be attracted,
acquired, and engaged for an optimal
cost, no matter what type of work contract
they have?

+ How can companies leverage automa-
tion and smart technologies to improve
productivity and create more meaningful
and engaging work where employees “race
with—not against—machines”?*

At an even more basic level, companies are
struggling to understand who (and what)
their workforces are composed of and
how to manage today’s incredibly diverse
combination of worker types.

There is no simple formula to help compa-
nies figure out the optimal mix of talent, skills,
and type of worker. Resolving this challenge
remains a dream for the future, but that does
not relieve organizations of the responsibility
to understand and take control of this trend.

One approach is to address whether there
are ways in which a blended workforce may be
managed more consistently in the organiza-
tion. Perhaps this push itself will help orga-
nizations begin to understand and measure
their total workforce and labor costs, rather
than simply abandoning the task as HR focuses
only on the full-time workforce. And how
many people with responsibilities for tal-
ent acquisition are proactively working with
the CIO to ask if there are machines that can
perform jobs?

Today’s disparate time collection, labor
procurement, scheduling systems, and con-
tingent workforce management solutions do
not provide the necessary insights. Disjointed
and owned by separate business functions,
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these systems are tough to align with the new

programs needed for the new workforce. Many
of today’s applicant-tracking systems are in
some ways merely automated filing cabinets.
Without these insights, though, no one is truly
managing the workforce.

Companies face a new and far more subtle
competition for talent, especially as unem-
ployment falls in some markets and voluntary
turnover rises.” Organizations will need new
technologies, new ways of measuring costs,
and even a new language of talent management
for the 21st century.

Lessons from the front lines

The gig economy poses significant ques-
tions and opportunities for companies and
their workforce talent strategies.

First, in a growing number of industries,
technology-enabled talent markets—operating
through platforms—are offering new sources

of competition. Consider Uber and Lyft for
transportation-for-hire services, Topcoder
for programming, Handy for household
repair projects, Tongal for ads and videos,
Hourlynerd for consulting projects, and
many others. Companies need to assess how
to compete with firms that use talent plat-
forms as their primary means of organizing
their workforce.

Second, and perhaps more important: How
can companies utilize and leverage gig econ-
omy markets to complement their talent and
workforce strategies?

One example is how companies are lever-
aging their creative teams and traditional
agencies with new, on-demand models. Tongal
advertises itself as “the world’s first studio on
demand,” and provides online markets and
contests to connect businesses with creative
talent around the world to produce ads, videos,
music videos, and other products.® Tongal’s
corporate clients include some of the largest
companies in the world: Johnson and Johnson,
Dannon, LEGO, Ford, and Lenovo.”

To integrate models like Tongal will likely
require procurement, business, and HR man-
agers to work together to access and coordinate
new models—like on-demand talent markets
and crowdsourced competitions—with more
traditional in-house teams and outside adver-
tising and creative agencies.

A second example comes from Thomson
Reuters, the global information services
company. With 55,000 employees and 17,000
technologists, the company launched a crowd-
sourcing model inside the company. The
program posed technology challenges to the
company’s engineers to solve problems in other
Thomson Reuters divisions—breaking down
internal silos and leveraging the insights of the
company’s own internal network.®

Where companies can start

« Take a new view of 21st-century talent:
Organizations must understand the open
talent economy and their needs for different
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types of workers and automation over the and machines can be used to complement
medium term (3 to 5 years) and longer term employees on corporate payrolls.
(5 to 10 years). The process starts with an
expansive workforce plan that proactively « Broaden and sharpen the focus on pro-
incorporates on- and off-balance sheet ductivity: Productivity, and its flip side,
talent, as well as combinations of robot- engagement, are being reimagined by new
ics, thinking machines, and new labor/ workforce and automation opportunities.
technology collaborations. These new workforce models and new
combinations of talent and technology are
» Designate a “white space” leadership team critical for improving corporate productiv-
for workforce and automation planning: ity. New workforce planning approaches
Workforce planning for the new work- integrating multiple workforce segments,
force is a “white space” exercise. Corporate automation, and cognitive technologies
technology, procurement, and business will enhance productivity and product and
strategy teams should join HR to produce service quality.
robust plans for different types of labor and
technology combinations. + Develop new workforce and automation
models that focus on engagement and the
« Focus on acquisition—both of people and skills of your critical workforce: Increasing
machines: Once companies have a sense of employee engagement is one of today’s
the specific outlines of their talent needs, most important workforce challenges.
they can focus on acquiring and engaging Companies today must learn how to use
each segment of employees with the overall new workforce segments and technologies
plan in mind. Sources of talent should to improve the quality, meaning, and value
include people that companies recruit and of the work of their employees.

engage in different ways. Technologies

BOTTOM LINE

The design of the 21st-century workforce will present new challenges to HR, technology, and
business leaders that require deeper levels of collaboration to develop solutions. The open talent
economy and the new workforce-machine age are coming into focus, redefining “talent” to
include people and machines working in different places under different contracts.®

This is not simply a distraction; it's the beginning of a 21st-century workforce transformation.
Leading companies are tackling the questions that need to be answered to compete successfully
for talent in this new environment. Who and what will the workforce be composed of? How will it
be acquired? How can its productivity be measured? How can the organization optimize the new
mix of workers from different sources? Given that many segments of a workforce have an impact
on products and customers, what are the appropriate ways to engage all of those segments? And
who will lead these efforts?
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