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Introduction: Leading in
the new world of work

G LOBAL organizations today must navigate
a “new world of work”—one that requires
a dramatic change in strategies for leadership,
talent, and human resources.

In this new world of work, the barriers
between work and life have been all but
eliminated. Employees are “always on”—hyper-
connected to their jobs through pervasive
mobile technology.

Networking tools like LinkedIn, Facebook,
and Glassdoor enable people to easily monitor
the market for new job opportunities. Details
about an organization’s culture are available
at the tap of a
screen, providing
insights about
companies to
employees and
potential employ-
ees alike. The
balance of power
in the employer-employee relationship has
shifted—making today’s employees more like
customers or partners than subordinates.

Many of today’s employees work in global
teams that operate on a 24/7 basis. An increas-
ing number of skilled workers in this new
world work on a contingent, part-time, or
contract basis, so organizations must now
work to integrate them into talent programs.
New cognitive technologies are displacing
workers and reengineering work, forcing
companies to redesign jobs to incorporate new
technology solutions.

Demographic changes are also in play.
Millennials, who now make up more than half
the workforce, are taking center stage. Their
expectations are vastly different from those

In this new world of work, the
barriers between work and life
have been all but eliminated.

of previous generations. They expect acceler-
ated responsibility and paths to leadership.
They seek greater purpose in their work. And
they want greater flexibility in how that work
is done.

For human resources (HR) organizations,
this new world requires bold and innovative
thinking. It challenges our existing people
practices: how we evaluate and manage people
and how we engage and develop teams; how
we select leaders and how they operate. HR
organizations now face increasing demands
to measure and monitor the larger organiza-
tional culture,
simplify the work
environment,
and redesign
work to help
people adapt.

For HR and
talent teams,
2015 will be a critical year. As these forces
gather momentum, we see 2015 as a time for
creativity, bold leadership, and a fundamental
reimagining of the practices HR leaders have
used for years.

Our global research

Deloitte’s 2015 Global Human Capital
Trends report is one of the largest longitudinal
studies of talent, leadership, and HR challenges
and readiness around the world. The research
described in this report involved surveys and
interviews with more than 3,300 business
and HR leaders from 106 countries. (See the
appendix to this chapter for details on survey
demographics.) The survey asked business and



HR respondents to assess the importance of
specific talent challenges facing their organiza-
tion and to judge how prepared they were to
meet these challenges.! Using these responses,
we calculated a “capability gap” for each chal-
lenge, measuring the difference between an
issue’s importance and an organization’s readi-
ness to address it.?

In this year’s report, we explore 10 major
trends that emerged from our research, which
reflect four major themes for the year: lead-
ing, engaging, reinventing, and reimagining
(figure 1). We also present the capability gaps
associated with each of these trends, and offer
practical insights to help you address each of
these challenges in your organization.

Leading in the new world of work

All the data from this research can be
viewed by geography, company size, and

industry using an interactive tool, the Human
Capital Trends Dashboard. This tool, avail-
able at www.deloitte.com/hcdashboard, lets

you explore the data visually to see how talent

priorities vary around the world.

Leading in the new world
of work: The 10 trends

Figure 2 shows respondents’ ratings of

the importance of 10 talent challenges along-
side their rated readiness to address each
challenge.’ These data highlight substantial
capability gaps in all 10 areas. Comparing these

results to the data from last year, we see that

Figure 1. The 10 trends in the 2015 Global Human Capital Trends report

Leadership: Why a

perennial issue?

Companies are struggling to
develop leaders at all levels
and are investing in new and
accelerated leadership models.

Leading

Culture and engagement:

The naked organization
Organizations are recognizing

the need to focus on culture and
dramatically improve employee
engagement as they face a
looming crisis in engagement and
retention.

Engaging

Reinventing HR:

An extreme makeover

HR is undergoing an extreme
makeover to deliver greater
business impact and drive HR and
business innovation.

Reinventing

Simplification of work:

The coming revolution
Organizations are simplifying
work environments and practices
in response to information
overload and increasing
organization and system
complexity.

Reimagining

Learning and development:
Into the spotlight

Companies are actively exploring
new approaches to learning and
development as they confront
increasing skills gaps.

Workforce on demand:

Are you ready?

Companies are taking a more
sophisticated approach to
managing all aspects of the
workforce, including the hourly,
contingent, and contract
workforce.

HR and people analytics:

Stuck in neutral

Too few organizations are actively
implementing talent analytics
capabilities to address complex
business and talent needs.

Machines as talent:
Collaboration, not competition
The increasing power of
computers and software to
automate and replace knowledge
workers is challenging
organizations to rethink the
design of work and the skills their
employees need to succeed.

Performance management:
The secret ingredient
Organizations are replacing
traditional performance
management with innovative
performance solutions.

People data everywhere:
Bringing the outside in

HR and talent organizations

are expanding their HR data
strategies by harnessing and
integrating third-party data about
their people from social media
platforms.
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Figure 2. Talent trends: Global importance vs. readiness
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the capability gap in many of these areas has
increased in magnitude (figure 3), suggest-
ing that the accelerating economy and rapid
changes in the workforce have created even
more urgency in the need to adapt HR and
people practices around the world.

Based on the survey data, interviews, and
secondary research, we provide more detail on
each of these challenges and recommendations
for how leaders can begin to address them in
this report’s 10 chapters:

1. Culture and engagement: The naked orga-
nization. This year, culture and engagement
was rated the most important issue overall,*
slightly edging out leadership (the No. 1
issue last year). This challenge highlights
the need for business and HR leaders to
gain a clear understanding of their orga-
nization’s culture and reexamine every
HR and talent program as a way to better
engage and empower people.

Graphic: Deloitte University Press | DUPress.com

2. Leadership: Why a perennial issue?
Building leadership remains paramount,
ranking as the No. 2 issue in this year’s
survey.® Yet despite the fact that nearly 9 out
of 10 respondents surveyed cite the issue as
“important” or “very important,” the data
also suggest that organizations have made
little or no progress since last year: The
capability gap for building great leaders has
widened in every region of the world.

3. Learning and development: Into the
spotlight. This year’s third most important
challenge® was the need to transform and
accelerate corporate learning, up from No.
8 in 2014. The percentage of companies
rating learning and development as very
important tripled since last year. But even
as the importance of this issue rose, the
readiness to address it went down. Only 40
percent of respondents rated their organiza-
tions as “ready” or “very ready” in learning
and development in 2015, compared to 75
percent in 2014.
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Figure 3. Capability gaps in selected areas, 2014 and 2015
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4. Reinventing HR: An extreme makeover. 6. Performance management: The secret

The fourth biggest issue was the need to
reskill HR itself.” This area also shows

little progress since last year. Both HR and
business leaders, on average, rated HR’s
performance as low; furthermore, business
leaders rated HR’s performance 20 percent
lower than did HR leaders, showing how
important it is to accelerate HR’s ability

to deliver value as the economy improves.
Perhaps because of these dim views of HR’s
performance, we found an increasing trend
of CEOs bringing in non-HR professionals
to fill the role of CHRO.

. Workforce on demand: Are you ready?
Eight out of 10 respondents surveyed
cited workforce capability as being either
“important” or “very important” in the
year ahead, indicating the demand for
skills that is driving a trend toward greater
use of hourly, contingent, and contract
workers. This trend highlights the need to
develop better processes, policies, and tools
to source, evaluate, and reward talent that
exists outside of traditional corporate and
organizational balance sheets.

ingredient. One of the biggest needs in the
new world of work is the need to rethink
how organizations manage, evaluate, and
reward people. New, agile models for
performance management have arrived,
and we see these new performance manage-
ment models as a core component of this
year’s focus on engagement, development,
and leadership.

. HR and people analytics: Stuck in neutral.

HR should now make serious investments
in leveraging data to make people decisions.
People analytics, a strategy that has been
evolving over the last several years, has the
potential to change the way HR will work.
However, HR organizations appear to be
slow in developing the capabilities to take
advantage of analytics’ potential.

. Simplification of work: The coming revo-

lution. Last year’s Global Human Capital
Trends report identified the “overwhelmed
employee” as an emerging trend. This year,
the percentage of respondents who regard
this as a “very important” issue rose from
21 percent to 24 percent. This heightened
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recognition is just the beginning of what we
see as a long-term movement by companies
to simplify work, implement design think-
ing, overhaul the work environment, and
help employees focus and relieve stress. We
are entering an era of “doing less better”
rather than “doing more with less”

Machines as talent: Collaboration, not
competition. Cognitive computing—the
use of machines to read, analyze, speak,
and make decisions—is impacting work at
all levels. Some believe that many jobs will
be eliminated. HR teams must think about

Figure 4. Importance of challenges in different regions
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how to help redesign jobs as we all work
in cooperation with computers in almost
every role.

10.People data everywhere: Bringing the

outside in. The explosion of external people
data (data in social networks, recruiting
networks, and talent networks) has cre-
ated a new world of employee data outside
the enterprise. It is now urgent and valu-
able for companies to learn to view, man-
age, and take advantage of this data for
better recruiting, hiring, retention, and
leadership development.
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based on actual scores when decimals are taken into consideration. Differences may not be statistically significant.
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Six key findings

As we analyzed the data and talked exten-
sively with companies around the world about
these issues, we uncovered six key findings that
paint a high-level picture of how organizations
are approaching talent and work.

"Softer” areas such as culture
and engagement, leadership,
and development have become
urgent priorities.

As the economy grows and skills become
more specialized, the competition for talent
has increased. This has driven culture and

Leading in the new world of work

engagement, leadership, and development to
the top of the human capital agenda. These
challenges consistently ranked as the top three
most important issues across regions (figure 4)
and industries (figure 5).

Especially notable in these results is the
prominence of culture and engagement. While
leadership has been the top issue in past
years, this is the first time culture and engage-
ment has been viewed as the most important
challenge overall. In fact, the proportion of
respondents citing culture and engagement as
a “very important” issue almost doubled this
year, from 26 percent to 50 percent. Almost
two-thirds of our HR respondents are look-
ing at ways to update or revamp their entire

Figure 5. Importance of challenges in different industries
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based on actual scores when decimals are taken into consideration. Differences may not be statistically significant.
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Figure 6. HR performance rated by HR and non-HR leaders
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strategy to measure, manage, and improve
employee engagement.

Every program in HR must address issues
of culture and engagement: how we lead, how
we manage, how we develop, and how we
inspire people. Without strong engagement
and a positive, meaningful work environment,
people will disengage and look elsewhere
for work.

Leadership and learning have
dramatically increased in importance,
but the capability gap is widening.

As the economy recovers, companies see an
accelerating demand for leadership at all levels,
especially among Millennials.® This may be one
reason that the proportion of respondents rat-
ing leadership as “very important” rose by 32
percent over last year, and the capability gap is
increasing. Yet, as noted above, improvements
are not coming fast enough. Only 6 percent
of companies feel fully ready to address their
leadership issues, only 10 percent feel com-
fortable with their succession program, and
only 7 percent have strong programs to build
Millennial leaders.

Learning and development showed a simi-
lar pattern. On average, respondents’ ratings
of the importance of this issue quadrupled
this year over last year’s ratings.” Moreover,
while this issue had the smallest capability
gap last year at -9, this year, the gap widened
significantly to -28. This result suggests that,
while technical and professional skills are a
top priority, corporate training departments
have fallen behind. Companies are strug-
gling to redesign the training environment,

. Adequate

GPA: 1.65
34% 24% 4%

GPA: 1.32
. Good . Excellent
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incorporate new learning technologies, and
utilize the incredible array of digital learning
tools now available.

HR organizations and HR skills are
not keeping up with business needs.

As previously noted, compared with last
year, the capability gap for virtually every
talent issue increased in magnitude (figure
3). Meanwhile, business leaders and HR
respondents themselves continue to give HR
borderline failure/barely passing grades. At a
time when talent is indisputably a CEO-level
issue, this should be setting off alarms in every
HR organization.

HR organizations rated their teams the
equivalent of a C-minus (an average of
1.65 on a five-point scale), showing almost
no improvement over last year’s ratings.
When we asked business leaders to rate
HR, the score was even lower. Business
leaders rated HR a D-plus (an average of
1.32 on a five-point scale), indicating their
increased expectations.'

Given these poor grades, it is not surpris-
ing that only 5 percent of the HR leaders
surveyed this year believe their organization’s
talent and HR programs are “excellent” and
only 34 percent rate them as “good” (figure
6). The rest—about 61 percent, or nearly two
out of three—believe their HR solutions are
barely adequate or falling behind. And HR’s
self-assessment of its skills has hardly budged
over the last two years. The upshot: As business
is growing and changing exponentially, HR is
improving at a much slower pace.



The silver lining is that while the aver-
age HR scorecard has barely improved in
the past year, organizations whose HR func-
tions have made strides are reaping signifi-
cant benefits across the spectrum of talent
issues. Organizations whose HR teams rate
themselves as “excellent” (5 percent) also far
outperform their peers in every talent capabil-
ity by between 40 and 60 percent, according
to research."

HR technology systems are a
growing market, but their promise
may be largely unfulfilled.

HR’s self-assessed lag is taking place amid a
steady increase in HR investment. HR spend-
ing grew by 4 percent in 2014 over 2013, with
much of this growth dedicated to technol-
ogy.'? Further, according to this year’s research,
nearly 6 in 10 companies are planning to
increase HR spending in the next 12-18
months (figure 7).

Why is this money not resulting in
improved outcomes? The widening capability
gaps in areas such as learning and develop-
ment, engagement and culture, and leader-
ship, coupled with Deloitte’s client experience
with HR technology, suggests that the heavy
increased spending on technology has not
been accompanied by similar investments in
process and people. HR technology invest-
ments are critical—and the market for these

Leading in the new world of work

solutions has grown by 50 percent into a $10
billion industry in the last five years.” But
when it comes to critical issues like learn-

ing, engagement, and the work environment,
HR organizations have not transformed fast
enough. Implementing new tools without
redesigning processes and retraining HR does
not solve talent problems. The lesson is not

to stop spending on technology, but to make
sure complementary investments are made in
programs that redesign processes, develop new
learning content and programs, and train both
leaders and the HR team.

Talent and people analytics are a
high priority and a tremendous
opportunity, but progress is slow.

Analytics is on the agenda of almost every
HR team we surveyed, with three in four
respondents rating it as “important” or “very
important” But despite this interest, our
research shows only a small improvement in
analytics capabilities. Thirty-five percent of this
year’s respondents reported that HR analytics
was “under active development” at their orga-
nizations—just slightly more than the propor-
tion of respondents who said the same last year
(33 percent) (figure 8). And this year, only 8.44
percent of the respondents surveyed believe
their organizations have a strong HR analytics
team in place, a very slightly higher percentage
than last year’s figure. These findings suggest

Figure 7. Plans to invest in HR over next 12-18 months
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Figure 8. Current state of HR analytics capabilities, 2014 and 2015
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that new vendor tools have hit the market, but
teams are still not fully enabled, trained, or
organized to succeed.

The role of outside data is now integral to
an HR analytics solution. Data from social net-
works and external job sites is vital to under-
standing retention, engagement, and employee
career needs. In fact, some executives have
found that external people data is more accu-
rate and useful than data inside the company.
How can companies make sense of this sea of
data, much of which is out of their control?
More importantly, how can organizations
transform this data into a strategic advantage
on the talent front?

We see people analytics as an accelerating
trend—part of a new set of critical skills for
HR, business, and leadership. Companies that
take the time and make the investment to build
people analytics capabilities will likely out-
perform their competitors significantly in the
coming years.

Simplification is an emerging
theme; HR is part of the problem.

Last year, many executives were surprised
to see the “overwhelmed employee” emerge

Graphic: Deloitte University Press | DUPress.com

as a significant problem around the world.
This year, we decided to dig deeper by assess-
ing how companies are dealing with this
issue. What emerged was what we perceive as
a potential revolution in the way companies
organize and operate, all built around the
imperative to radically simplify work environ-
ments, practices, and processes.

In this year’s survey, 71 percent of compa-
nies rated work simplification as an “impor-
tant” or “very important” issue, and 74 percent
believe their work environment is “very
complex” or “complex” (figure 9). More than
half have programs to simplify work to drive
productivity gains and relieve unnecessary and
counterproductive pressures on employees
(figure 10). Some HR organizations themselves
are working to simplify some of their proce-
dures: Companies are starting to phase out
traditional performance management pro-
cesses, notorious for their burdensome nature,
in favor of more streamlined approaches.

We believe that this is just the beginning
of a major movement to apply innovative
approaches and techniques like “design think-
ing” to simplify and rationalize the workplace
of the 21st century.
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Figure 9. Current state of complexity of the work environment and business practices
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Figure 10. Do respondents have programs in place to simplify work practices?
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A new playbook for new times

Growth, volatility, change, and disrup-
tive technology drive companies to shift their
underlying business model. It is time for HR
to address this disruption, transforming itself
from a transaction-execution function into a
valued consultant that brings innovative solu-
tions to business leaders at all levels.

Unless HR embraces this transformation, it
will struggle to solve problems at the pace the
business demands. Today’s challenges require a
new playbook—one that makes HR more agile,
forward thinking, and bolder in its solutions.
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Our goal in this research is to give business
and HR leaders fresh insights and perspectives
to shape thinking about priorities for 2015.

In a growing, changing economy, business
challenges abound. Yet few can be addressed
successfully without new approaches to solving
the people challenges that accompany them—
challenges that have only grown in importance
and complexity.

Our advice is simple: Jump into the fray
with enthusiasm. Seize ownership of these
challenges and show leadership in addressing
them. Make 2015 a year of bold leadership in
helping your organization thrive in this new
world of work.

11
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Appendix: Survey demographics

Figure 11. Survey demographics
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Latin & South America
Western Europe

North America

Asia

Africa

Central & Eastern Europe
Nordic Countries
Oceania

Southeast Asia

Middle East

United States
South Africa
India

Brazil

China
Canada
Spain

Japan
Belgium
Mexico
United Kingdom
Australia
Germany
France
Netherlands

Italy

Region Organization size
I, - Large
10,001
I - roeor
(1 to 1,000)

I

Medium
I 2 (1,001 to 10,000)

I

- 4% Respondent level

| EL

C-suite

D Mid-level

Respondent job function

fi% Individual
contributor

Country

I 1>

Non-HR

HR

Industry

Other Financial

Life sciences services

& health care

- 2% Public sector ‘ Consumer
8 business
-

- 2% Energy and
resources
- 2%
Manufacturing
. 1% Technology, media, &
. 1% telecommunications Professional
services

All other countries = 47%

Note: Figures may not total 100 percent due to rounding.

12

Graphic: Deloitte University Press | DUPress.com



Endnotes

1. We asked respondents to rate each issue’s “im-
portance” and their organizations “readiness” to
address it on a four-point scale: “not important/
ready,” “somewhat important/ready;,” “impor-

tant/ready;” and “very important/ready.” These

ratings were then indexed on a 0-100 scale in
which 0 represents the lowest possible degree of
importance/readiness (“not important/ready”),
and 100 represents the highest possible degree
of importance/readiness (“very important/
ready”). An overall index score was calculated
for each trend using the respondents’ ratings of

“importance” and “readiness.” The index scores

were also used to calculate the “capability gap”

described in the following endnote.

2. The Deloitte Human Capital Capability Gap is
a research-based score that shows HR’s relative
capability gap by looking at the difference
between the “readiness” and “importance” index
scores for each trend. It is computed by taking
the “readiness” index score and subtracting the
“importance” index score based on the 0-100
scale described in the previous endnote. For
example, a trend with a readiness index score of
50 and an importance index score of 80 would
produce a capability gap of -30. Negative values
suggest a shortfall in capability, while positive
values suggest a capability surplus.

3. Using the normalized scores described in
endnote 1.

4. According to its importance index score
calculated as described in endnote 1.

5. According to its importance index score
calculated as described in endnote 1.

6. According to its importance index score
calculated as described in endnote 1.

7. According to its importance index score
calculated as described in endnote 1.

8. According to the 2015 Deloitte Millennial
Survey, Millennials’ expectations are different

10.

11.

12.

13.

Leading in the new world of work

from those of older leaders. Millennials place a
much higher priority on corporate purpose (77
percent believe “purpose” is their No. 1 reason
for selecting an employer) and on employee
wellness than older leaders. At the same time,
they feel left out of the leadership pipeline: Only
one-third believe their organization makes “full
use” of their skills. Forty-three percent believe
they will need to exit their current employer

to find the opportunities they need. Deloitte,
“Mind the gaps: The Deloitte Millennial survey
2015, 2015, http://www2.deloitte.com/global/
en/pages/about-deloitte/articles/millennialsur-
vey.html.

. According to its importance index score across

all respondents in each of the Global Human
Capital Trends 2014 and 2015 surveys.

The GPA is the weighted average score of
responses for excellent (4), good (3), adequate
(2), getting by (1), and underperforming (0).
The percentage values for organizations rating
themselves as underperforming and getting by
is calculated with a negative value that helps us
determine the overall GPA. The letter grade is
assigned as follows: A=4,B=3,C=2,D=1,
E=0.

David Mallon, Karen Shellenback, Josh Bersin,
and Brenda Kowske, PhD, High-impact HR:
Building organizational performance from the
ground up, Bersin by Deloitte, July 2014, http://
www.bersin.com/library.

Karen O’ Leonard and Jennifer Krider, HR
Factbook 2015: Benchmarks and trends for US
HR organizations, Bersin by Deloitte, January 14,
2015, http://www.bersin.com/Practice/Detail.
aspx?id=18200.

Katherine Jones, PhD, The market for talent
management systems 2014: Talent optimization
for the global workforce, Bersin by Deloitte, June
2014, http://www.bersin.com/library.
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Leading in the new world of work

Leadership:
Why a perennial issue?

Organizations around the world are struggling to strengthen their leadership pipelines,
yet over the past year businesses fell further behind, particularly in their ability to
develop Millennial leaders.

Eighty-six percent of all surveyed HR and business leaders cite leadership as one of their
most important challenges.

A focus on leadership at all levels, coupled with consistent year-over-year spending in
this area, is key to building sustainable performance and engaging employees in the
new world of work.

HY is leadership a perennial issue? pipeline at all levels. For all the talk about

For the third year in a row, leadership leadership as a CEO-level priority, too many
soared to become one of the most pressing companies do not consistently invest in this
talent challenges faced by global organizations. area. Issues that hold back effective leadership
Nearly 9 out of 10 global HR and business development include:

leaders (86 percent) cited leadership as a top
o Leadership for the few, not the many: At

issue. Fully 50 percent of respondents in our
the top of the corporate pyramid, fewer

survey rated their leadership shortfalls as “very

important Yet only 6 percent of organiza- than 50 percent of C-suite executives feel

tions believe their leadership pipeline is “very they are receiving any development at all.”
ready”—pointing to a staggering capability

gap. (See figure 1 for capability gaps across

Meanwhile, lower down in the organiza-
tion, just 6 percent of survey respondents

regions and selected countries). Respondents’ report they have “excellent” programs in

overall capability gap in leadership, which has place to develop Millennials. This is despite

grown in magnitude since last year (figure the fact that 53 percent of Millennials aspire

2),! is striking, considering that leadership to become the leader or senior executive of

: o,
program spending has increased compared to their own organization.

last year.?
 Lack of consistent investment: Many

If nearly every company recognizes lead-
organizations view leadership as a short-

ership as a critical talent problem, why are

so few companies making any progress in term training program or series of episodic

addressing it? events that are funded one year but not

The short answer is that many compa- the next. Companies that “get it” (GE, for

nies treat leadership sporadically, confining example) invest in developing leaders dur-

development to a select few employees, failing ing good times and bad rather than treat-

to make long-term investments in leadership, ing it as a luxury they can only afford in

and neglecting to build a robust leadership strong years. In fact, research shows that
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Figure 1. Leadership: Capability gap by region
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The Deloitte Human Capital Capability Gap is a research-based score that shows HR'’s relative capability gap by looking at the difference between respondents’
average “readiness” and “importance” ratings for each trend, indexed on a 0-100 scale. It is computed by taking the “readiness” index score and subtracting the
“importance” index score. For example, a trend with a readiness index score of 50 and an importance index score of 80 would produce a capability gap of -30.
Negative values suggest a shortfall in capability, while positive values suggest a capability surplus.
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Figure 2. Change in leadership capability gap between 2014 and 2015
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The percentage change figure and up arrow denote an increase in the magnitude of the capability gap.
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high-performing companies spend 1.5 to 2 strategic initiative by HR and the busi-
times more on leadership than other com- ness, leadership pipelines will be weak and
panies, and reap results that are triple or potentially impact the ability of the business
quadruple the levels of their competitors.® to deliver on its strategy. Recent research
shows that only 32 percent of organiza-
o A weak leadership pipeline: Unless devel- tions have a steady supply of leaders at the
oping leadership is treated as an ongoing, top levels, while only 18 percent regularly
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hold their leaders accountable to identify
and develop successors.® Only 10 per-
cent of respondents to this year’s survey
believe they have an “excellent” succession
program, and 51 percent state that their
programs are weak or have none at all.

Faced with these challenges, organizations
often believe they can simply “buy” a solution
to develop leaders. Off-the-shelf leadership
development solutions are fragmented and
of inconsistent quality. With so many models
and approaches—from large firms to business
schools to boutiques—it is hard for many com-
panies to architect the tailored yet integrated
experiences they need.

Despite these challenges, new data-driven
tools offer innovative approaches to help accel-
erate leadership by better assessing leadership
qualities, understanding career patterns of
successful leaders, and learning what develop-
ment works best. For example, companies can
now look at talent movement data and use
people analytics to see which job experiences
and backgrounds produce the best leaders.
They can then target training that best prepares
leaders to learn from this experience, and use
assessment tools to measure capability uplift
and readiness for the next level.

As the global economy gathers momen-
tum, companies need to seize this opportunity
to transform their leadership development
programs from a perennial question mark to a
source of strategic strength.

Lessons from the front lines

In late 2012, T-Mobile was on the edge. In
addition to having experienced the turmoil
of an unconsummated merger with AT&T
in 2011, the company had difficulty differ-
entiating itself in a hyper-competitive sector
and competing at scale against much larger
competitors. While profitable, it was losing
customers at an alarming rate. It also had a
great, collaborative culture, but was not able
to capitalize on its key strengths to disrupt the
status quo.

Leading in the new world of work

With so many models and

approaches—from large firms to
business schools to boutiques—

it is hard for many companies

to architect the tailored
yet integrated experiences

they need.

John Legere, T-Mobile’s new CEO, had
decided to shake up the industry. Starting in
early 2013, Legere and the senior leadership
team rapidly introduced their “Un-carrier”
strategy in a series of bold moves that created
first-mover advantage and took the industry
by surprise. This series of quickly unfolding
events, which continued throughout 2014, put
in motion a transformation not only in the
industry, but also within the company. By defi-
nition, things needed to change on the inside if
they were to change outside.

One element of this internal transformation
was to rethink the way the company’s people
were managed. “The combined HR leadership
team knew we needed to look hard at all our
people practices, so we started with a fresh
sheet of paper and a focus on next practices,
not best practices,” said Ben Bratt, VP HR and
head of talent and organization capability.

“We knew that our managers had to embody
Un-carrier in everything they did, but we had
little to offer them on their journey to a new set
of leadership capabilities. And we didn’t want
to recreate the past. We wanted to build toward
the future”

T-Mobile decided early on to recreate a
significant focus on first- and second-line
leadership, and to radically rethink mothballed
high-potential efforts. “Sometimes, you have to
pause to go fast,” said Melissa Davis, director of
leadership and organization development. “We
focused on a six-week ‘dash’ to get crystal clear
on the new capabilities needed, and we rapidly
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developed a new framework and strategy
that drove toward core elements like custom-
ers, goal setting, coaching, development, and
engagement. These capabilities are now the
underpinning of all leadership development.”
To help shape the new, empowering culture
in a way reflective of the Un-carrier spirit,
T-Mobile embarked on a series of leadership
investments, including:

o A high-potential program aimed at getting
directors ready for VP roles

o A “dead simple” 360-feedback tool that
aligned with the new leadership framework,
with real-time support for selected directors
to take action on the feedback

A new, high-octane two-day “manager mas-
tery” program for frontline managers

“We are taking a new approach to develop-
ing our 4,500 first- and second-line leaders,”
said Bratt. “These leaders and their teams

touch more than 1.5 million customers each

year, so we need them to inspire their teams to
produce great results and deliver world-class
customer service at each ‘moment of truth’ By
focusing on leadership at all levels, we know
we can continuously transform the teams that
work with our customers, delivering the indus-
try’s leading service, support, and quality care
with the Un-carrier spirit”

This “clean sheet of paper” approach to
leadership development and the emerg-
ing momentum in the talent development
space has dovetailed with similar redesign
efforts across all HR groups. From paring
down and overhauling approaches to per-
formance management, to creating radical
transparency in the hiring process, to giving
employees an “always on” voice that managers
can immediately mine for valuable insights,
T-Mobile is equipping managers to lead the
Un-carrier revolution.

Where companies can start

o Start with commitment to leadership
development from the top: Without CEO
ownership, leadership development will
likely never be a long-term commitment.
Engage top executives to maintain a contin-
uous investment in leadership development.

o Answer the question: Leadership for
what? Begin a conversation about your top
business priorities. Then, build a capability
framework for selection, assessment, devel-
opment, and succession that defines the
leadership you need for today and tomor-
row. Keep the model simple—it should
be your “language for leadership” across
the enterprise.

« Develop inclusive leaders at all levels:
While many executives worry about top
leadership, mid-level and first-level leaders
actually operate the company and are the
future strategic leaders of the organization.
They also interact with customers every
day. Capable and engaging managers and
supervisors can drive performance, foster
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engagement, and increase retention. This development, and coaching. New models
requires focusing on growing segments of are now available, but companies can ben-
leaders such as Millennials, global leaders, efit by keeping the model simple and focus-
and women—and tailoring development to ing on implementing leadership models
their unique needs and preferences. and programs.

o Make talent development and succession + Extend boundaries to create new leader-
a priority: Reward leaders for developing ship development opportunities: Work
successors and sharing talent. Without a with business partners, universities, non-
process to seed and feed the pipeline with governmental organizations, and other
the best, most diverse talent, your leader- third-party organizations to create a range
ship investments will not deliver value. of new leadership experiences, including

pro bono and community service projects.
« Develop or leverage a capability model:
Build a framework for assessment,

BOTTOM LINE

In today’s competitive business environment and rapidly evolving world of work, organizations must

continuously develop a robust portfolio of leaders who are ready to engage employees, push forward
growth strategies, drive innovation, and work directly with customers. Companies that fail to invest
continuously in the leaders of tomorrow may find themselves falling behind their competitors.
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tant/ready, and “very important/ready.” These
ratings were then indexed on a 0-100 scale in
which 0 represents the lowest possible degree of
importance/readiness (“not important/ready”),
and 100 represents the highest possible degree
of importance/readiness (“very important/
ready”). An overall index score was calculated
for each trend using the respondents’ ratings of

“importance” and “readiness.” The scores were
also used to calculate the “capability gap,” which
is computed by taking a trend’s “readiness”
index score and subtracting its “importance” in-
dex score. For example, a trend with a readiness
index score of 50 and an importance index score
of 80 would produce a capability gap of -30.
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Learning and development:
Into the spotlight

Companies see an urgent need to build skills and capabilities and are now focused on
transforming their learning organizations and strategies.

Learning and development issues exploded from the No. 8 to the No. 3 most important
talent challenge in this year’s study, with 85 percent of survey participants rating
learning as a “very important” or “important” problem. Despite this demand, capabilities
in learning dropped significantly; the gap between importance and readiness was more
than three times worse in 2015 than in 2014.

Companies that transform their learning and development organizations are not
only able to accelerate skills development, but also can dramatically improve
employee engagement and retention—one of the biggest challenges cited by this
year's respondents.’

HIS year, corporate learning and develop-

ment (L&D) burst onto the scene as one
of the most pressing business and talent issues
facing our respondents.” Business and HR
leaders report that corporate learning capabili-
ties are waning (39 percent say the problem is
“very important,” more than three times last
year’s percentage), and companies are now
competing heavily for new technical and pro-
fessional skills. This research tells us that 2015
will be a critical year for targeted investment
in learning.

In this year’s Global Human Capital Trends
survey, more than 8 out of 10 (85 percent)
respondents cited learning as “important” or
“very important,”—up 21 percent from last
year. Yet, in a troubling development, more
companies than ever report they are unpre-
pared to meet this challenge. The capability
gap between the importance of the issue and
the ability to respond grew in magnitude by an
enormous 211 percent over the last 12 months
(from -9 to -28).? (See figure 1 for capability

gaps across regions and selected countries, and
figure 2 for year-over-year changes in the gap.)

Why the huge increase in need and growing
gap in capability?

To start with, senior business leaders
increasingly see shortages of skills as a major
impediment to executing their business strate-
gies. Only 28 percent of the respondents to this
year’s survey believe that they are “ready” or
“very ready” in the area of workforce capabil-
ity. As the economy improves and the market
for high-skill talent tightens even further, com-
panies are realizing they cannot simply recruit
all the talent they need, but must develop
it internally.

Faced with gaps in talent and skills, CEOs
are turning to CHROs and CLOs to ask for
more and better learning platforms and prod-
ucts. Just when the need is most urgent, HR
organizations face a massive digital transfor-
mation in the learning and training industry,
plus new expectations by employees for on-
demand learning opportunities.
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Figure 1. Learning and development: Capability gap by region
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The Deloitte Human Capital Capability Gap is a research-based score that shows HR'’s relative capability gap by looking at the difference between respondents’
average “readiness” and “importance” ratings for each trend, indexed on a 0-100 scale. It is computed by taking the “readiness” index score and subtracting the
“importance” index score. For example, a trend with a readiness index score of 50 and an importance index score of 80 would produce a capability gap of -30.
Negative values suggest a shortfall in capability, while positive values suggest a capability surplus.
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Figure 2. Change in learning and development capability gap between 2014 and 2015
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The percentage change figure and up arrow denote an increase in the magnitude of the capability gap.
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The last three years have witnessed an
explosion of new learning offerings, includ-
ing MOOCs (more than 400 universities now
offer free or low-cost courses), digital learning
tools, video offerings, and new cloud-based
training systems. These new learning platforms
are easy to use, provide access to internal and

26

external content, and use analytics to recom-
mend content in a manner similar to Netflix
and Amazon.

Innovative and engaging learning solu-
tions today are on-demand, fast to absorb,
and available on mobile devices.! Yet, while
employees now demand a personalized, digital



learning experience that feels like YouTube,
many companies are stuck with decades-old
learning management systems that amount to
little more than a registration system or course
catalog. Research shows that less than 25 per-
cent of companies feel comfortable with today’s
digital learning environment.” This year’s
trends survey results support this: Only 6 per-
cent of respondents rate themselves excellent at
providing mobile learning, only 6 percent rate
themselves excellent at incorporating MOOCs
into their learning and development programs,
and only 5 percent rate themselves excellent
at using advanced media such as video, audio,
and simulations—essential capabilities in a
world dominated by digital learning platforms.

This may be starting to change, however.
Many companies
are starting to invest
more heavily in
learning and devel-
opment to build the
skills they need.

Last year, the
learning and devel-
opment market
grew by 14 percent,
while spending on
leadership develop-
ment grew at an
even faster rate.® The
learning technology
market grew by 27
percent and is now a
$4 billion industry.” Last year, more than $400
million was invested in fast-growing learn-
ing providers such as EdX, Khan Academy,
Coursera, and Udemy, which have emerged as
large marketplaces for online training, serv-
ing millions of users after only a few years
of operation.®

But new technology is only one part of
a learning transformation. Companies such
as Philips are rationalizing their distributed
learning teams, cutting down on duplicative
content, and consolidating technologies to
build an integrated, consistent learning envi-
ronment.” MasterCard ties learning directly to

With a background in
employee development,
change, and leadership, the
CLO of today wears many
hats: chief capability officer,
chief leadership officer,
chief talent officer, and
even chief culture officer.

Leading in the new world of work

business strategies and has assigned product
managers to help make sure learning is directly
relevant to individual employees.'

And technology is no substitute for
the expertise of a company’s own people.
Companies are also increasingly unleash-
ing the power of their own experts. Google’s
Googler-to-Googler program is one good
example of how companies promote a learning
culture. Karen May, Google’s head of people
operations, says that giving employees teaching
roles makes learning a natural part of the way
employees work together, rather than some-
thing HR is making them do."

Deckers Outdoor, a leading shoe manufac-
turer (the maker of Ugg footwear and other
well-known brands), has redefined its learning
strategy as a critical
part of employee
engagement, com-
munications, and
culture. Not only has
Deckers revitalized
its digital learn-
ing experience, but
the company also
considers all learn-
ing programs to be
programs to engage
people and drive the
corporate culture.
Each program
includes an element
of “why” and com-
municates purpose and meaning, not just con-
tent. This approach fits in with Deckers’ culture
of not merely “teaching people,” but “inspiring
people to learn”"?

Deckers’ head of L&D is also responsible for
employee engagement, culture, and employee
communications. Her team tells stories about
learning successes and career growth; they give
people artifacts to take to their desks to remind
them to learn; and they focus on change man-
agement and communication as an integral
part of the learning environment. The result is
not only strong business results but also one of
the lowest turnover rates in the industry.
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Beyond filling skill and capability gaps,
some companies are realizing other goals
through learning and development trans-
formation. TELUS, one of Canada’s fastest-
growing telecommunications companies,
recently revitalized its learning platforms
with improved technology, the assignment of
“product managers for learning” within L&D,
and the adoption of new contextual learning
tools. Following these steps, employee reten-
tion improved by 30 percent."

As companies begin the transformation
process, chief learning officers are taking on
critical business roles. With a background
in employee development, change, and
leadership, the CLO of today wears many
hats: chief capability officer, chief leadership
officer, chief talent officer, and even chief

culture officer."

Lessons from the front lines

Nestlé recently completed a review of
how learning could play a more strategic
role in a world dominated by the need for
innovation, agility, and social, mobile, and
digital technology.

The company’s CLO, Fausto Palumbo,
presented a bold view that learning could be
a strategic lever within the organization to
change the way employees think and act. This
led to a review of enterprise-wide leadership
programs and the initiation of a pilot program
with the mission of reimagining the learning
experience for senior executives.

Instead of a lecture-based program, Nestlé
developed a multifaceted experiential learning
model that included a wide variety of activities:

« A multi-day, high-stress simulation around
key leadership topics

« Reactions to real-time/simulated data from
product-specific social and mobile feeds

o Product development by widely distrib-
uted design and development teams using
digital technologies

o Prototype development of new products
using digital printing

To ensure that learning was not an isolated
event but rather integrated into daily work, the
company set up a series of video and digital
presentations before the live learning module
was launched; it also built follow-up events.

Through this learning program, the next
generation of senior leaders were rapidly intro-
duced to a social and mobile world where agil-
ity and innovation are the disruptive norms.
The pilot provided the foundation for how the
company will use learning to drive its agenda
in a digital world where social and mobile need
to be part of every executive’s toolkit. With
the success of the pilot, the learning team is
now moving quickly to reinvent other critical
leadership programs.



Where companies can start

» Reimagine the learning experience: This
year is the time to reimagine and redesign
your learning experience. Look at your
learning management systems and content
strategy, and expand your thinking to create
an environment that attracts and encour-
ages people to learn.

Assess your current learning offerings:
Analyze where your current L&D money is
going. Research shows that most companies
underestimate their spending by a factor

of two to three, and many have uncoordi-
nated and duplicative programs and tools
throughout the company.”® A project to find
and rationalize learning spending often
identifies areas to reengineer with little
incremental investment.

Centralize spending and strategy while
carefully distributing learning capabili-
ties: Great learning teams have a strong
leader and spend money strategically,

with centralized operations focused on
technology, content, tools, and methods.
They focus on technical, professional, and
leadership programs across the company.
They distribute programs locally, leveraging

BOTTOM LINE

Learning today has become a business-critical priority for increasing skills, improving the leadership

Leading in the new world of work

centralized infrastructure and common
learning elements.

Assign a learning technology and design
thinking team: Companies need to
redefine learning as an agile and routine
experience. This often requires the assign-
ment of a development team to build a new
“learning architecture” as well as assigning
people to be “product managers,” not just
instructional designers.

Reimagine measurement: The old mea-
surement models no longer provide enough
information. Look at measuring all types

of activity, and capture data about learn-
ing like you do from outside customers.
Monitor metrics such as activity and usage,
feedback, and net promoter scores, as well
as satisfaction and instructor ratings.

Elevate the job of chief learning officer:
In times like these the CLO plays a critical
role. Elevate this position to attract experi-
enced learning, technology, and HR leaders.
The CLO must create a vision for the future,
put in place a business and operating plan
that scales, centralize strategy and architec-
ture, and engage top leadership in building
a learning culture.

pipeline, and enhancing employee engagement. As the corporate learning market undergoes a digital

transformation, this is the year to assess your current learning environment and implement a new
vision to build a corporate learning experience that touches every employee in a significant way.
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Culture and engagement:
The naked organization

In an era of heightened corporate transparency, greater workforce mobility, and severe
skills shortages, culture, engagement, and retention have emerged as top issues for
business leaders. These issues are not simply an HR problem.

Culture and engagement is the most important issue companies face around the world.

87 percent of organizations cite culture and engagement as one of their top challenges,
and 50 percent call the problem “very important.”

Organizations that create a culture defined by meaningful work, deep employee
engagement, job and organizational fit, and strong leadership are outperforming their
peers and will likely beat their competition in attracting top talent.

ODAY'’S organizations live in the
Glassdoor era. Every corporate decision
is immediately publicly exposed and debated.
Once-private issues are now posted online
for every employee—and every potential
employee—to read. An organizations culture—
which can be loosely defined as “the way things
work around here”—is increasingly visible for
all the world to see.

Given the harsh spotlight of this new trans-
parency, an organization’s culture can become
a key competitive advantage—or its Achilles’
heel. Culture and engagement are now business

issues, not just topics for HR to debate. And
there’s no place for organizations to hide.

This year, employee engagement and cul-
ture issues exploded onto the scene, rising to
become the No. 1 challenge around the world
in our study.! An overwhelming 87 percent of
respondents believe the issue is “important,”
with 50 percent citing the problem as “very
important”—double the proportion in last
year’s survey. Two-thirds (66 percent) of HR
respondents reported that they are updating
their engagement and retention strategies (fig-
ure 1). Along with decreasing readiness, our

Figure 1. Status of retention and engagement strategy

Updated in the past 18 months

Currently updating

Outdated

No strategy

38%

0 10%

Note: Only HR respondents were asked this question.

20% 30% 40%

50%

Graphic: Deloitte University Press | DUPress.com
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Figure 2. Culture and engagement: Capability gap by region
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The Deloitte Human Capital Capability Gap is a research-based score that shows HR'’s relative capability gap by looking at the difference between respondents’
average “readiness” and “importance” ratings for each trend, indexed on a 0-100 scale. It is computed by taking the “readiness” index score and subtracting the
“importance” index score. For example, a trend with a readiness index score of 50 and an importance index score of 80 would produce a capability gap of -30.
Negative values suggest a shortfall in capability, while positive values suggest a capability surplus.
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data also showed substantial capability gaps in their organizations are excellent at effectively

engagement and culture across countries and driving the desired culture.

regions (figure 2). This is a new and systemic problem for
Research shows that in most companies, organizations worldwide. Why has it become

engagement is low. According to the Gallup so acute?

polling firm, only 13 percent of the global

workforce is “highly engaged.”> Upwards of » Employees are now like customers;

half the workforce would not recommend their companies have to consider them volun-

employer to their peers.? teers, not just workers: As the job market

Despite this challenge, a substantial propor- has heated up and new technologies have

tion of the respondents in this year’s survey (22 exploded, power has shifted from the
employer to the employee. Websites like
Glassdoor, LinkedIn, Facebook, and oth-

ers not only increase transparency about

percent) report that their organizations have
either a poor program to measure and improve

engagement, or no program at all. Only 7

percent rate themselves excellent at measuring, a company’s workplace; they make it far

driving, and improving engagement and reten- easier for employees to learn about new job

tion (figure 3). And only 12 percent believe opportunities and gain intelligence about

company cultures.
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Figure 3. Respondents’ ratings of retention and engagement program capabilities

Excellent

Good

Fair

Poor

No program

38%
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o Leaders lack an understanding of and
models for culture: Culture is driven from
the top down. Yet most executives cannot
even define their organization’s culture,
much less figure out how to disseminate it
through the company.

o The new world of work changes the way
we engage people: The world of work is
very different from and more complex
than it was only a few years ago. Employees
today work more hours and are nearly
continuously connected to their jobs by
pervasive mobile technologies. They work
on demanding cross-functional teams that
often bring new people together at a rapid
rate. Flexibility, empowerment, develop-
ment, and mobility all now play a big role in
defining a company’s culture.

o Employees’ motivations have changed:
Today’s workers have a new focus on pur-
pose, mission, and work-life integration.*
Research shows that a variety of complex
factors contribute to strong employee
engagement, including job design, manage-
ment, work environment, development,
and leadership.” Today, more than twice
as many employees are motivated by work
passion than career ambition (12 percent vs.
5 percent), indicating a need for leadership
to focus on making the work environment
compelling and enjoyable for everyone.®

20% 30% 40% 50%

Graphic: Deloitte University Press | DUPress.com

Culture and engagement is no longer
an arcane topic owned by HR. It is now an
imperative for every leader and every executive
in the organization. Many studies now show
that highly engaged companies can hire more
easily, deliver stronger customer service, have
the lowest voluntary turnover rates, and be
more profitable over the long run.’

Google, a highly rated “best place to work”
in many studies, focuses heavily on culture.?
The company regularly measures dozens of
factors to understand what makes people pro-
ductive and happy. This research has shaped
Google’s workplace culture in myriad ways—
from the company’s open workplace design to
the provision of free gourmet food and on-site
laundry services for employees.

Although culture and engagement play such
a critical role in business performance, most
organizations do a poor job of measuring their
achievements or shortcomings. Historically,
companies have relied on annual engagement
surveys, often costing hundreds of thousands
of dollars and taking months to deploy. And
very few companies have a process or tools to
measure culture and learn where it is strong,
weak, or inconsistent. At a time when corpo-
rate cultures are being continuously debated,
shaped, and redefined on social networks, the
once-a-year survey is perilously obsolete.

Fortunately, new tools are emerging to
provide organizations with real-time senti-
ment and employee feedback. A new breed of
vendors offers pulse survey tools, employee
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sentiment management tools, culture assess-
ment tools, and real-time employee monitoring
tools to help leaders and supervisors rapidly
assess when engagement is high and when
problems are arising.’ These new tools make it
possible for organizations to monitor employee
sentiment with the same level of rigor and
speed as they measure customer sentiment.'
Ultimately, the issues of culture and engage-
ment are driven by leadership. Companies
pushing aggressive growth plans, experienc-
ing financial stress, or going through layoffs
or mergers often see a radical shift in culture.
While most leaders are measured on the basis
of business results, organizations must begin
holding leaders accountable for building a
strong and enduring culture, listening to feed-
back, and engaging and retaining their teams.
HR should also understand the impact of
performance management, work-life balance,
and flexibility on engagement. While manage-
ment prac-
tices once
pushed com-
panies toward
a highly

While most leaders are measured
on the basis of business results,

component of which was to build a sustainable,
values-driven culture across the organization.

This cultural transformation had three key
distinguishing principles that were critical to
the program’s success:

o Leadership drives culture which in turn
drives performance: Company lead-
ers should drive the change and be
highly accountable

o Processes, policies, and systems should be
congruent with the company’s new purpose
and underpinning values

o The results should be measurable and
reported both internally and externally,
providing a highly visible yardstick
of progress

To jump-start the transformation, HR
introduced a series of leadership and devel-
opment
programs
to support
employees in

8 being will-
competitive organizations must begin holding  ingandable
performance e to live the
management leaders accountable for building new values.

process, in
2015, many
companies
are finding
that pressure
and competi-
tion often
lead to high turnover and ultimately poorer
business results.

Lessons from the front lines

A series of events at one global financial
services company not only fed a negative
public perception of the company, but also
generated a lack of trust internally. To turn the
organization around, the company launched
a five-year transformation program, a key

a strong and enduring culture,
listening to feedback, and engaging
and retaining their teams.

There was an
initial focus
on informing,
engaging, and
empowering
senior leaders
and culture
carriers to promote the company’s new values,
equipping them with the necessary insight,
knowledge, and tools to drive the change. All
processes, policies, and systems were then
aligned with the new culture, with perfor-
mance management, talent management,
recognition, and learning all transformed to
reflect the new values and behaviors. The com-
pany also deployed a cultural assessment tool
to understand and measure the conditions for
successful transformation.
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These activities had a strong and measur- o Measure in real time: Put in place real-
able business impact. The result: an improved time programs to evaluate and assess orga-
public reputation; an aligned senior leadership nizational culture, using models or tools to
group with culture at the top of their agenda; better understand where it is strong, where
a growth in trust both internally and exter- it is weak, and how it really feels to workers.
nally; and stronger employee engagement and
commitment to the organization’s new culture o Make work meaningful: Focus on leader-
and values. ship, coaching, and performance man-

agement to help employees make their
Where com pan ies can start work meaningful. Reinforce the impor-
tance of a coaching and feedback culture,

« Engagement starts at the top: Make and teach leaders how to be authentic

engagement a corporate priority, and mod- and transparent.
ernize the process of measuring and evalu-
« Listen to the Millennials: Their desires,

ating engagement throughout the company.
needs, and values will shape the organiza-

Benchmark the company, strive for external
recognition as validation of efforts, and tion's culture over the next 10 years.
reinforce to leadership that the engagement
and retention of people is their No. 1 job. » Simplify the work environment: Read our
research in this report on the simplification
of work to help reduce the burden of today’s

24/7 work environment.

BOTTOM LINE

The old adage “culture eats strategy for breakfast” applies to every organization today. Business and

HR executives must understand that highly engaged companies attract the best talent, have the lowest
voluntary turnover rates, and are more profitable over the long run." Companies should use 2015 as

a time for change. By focusing on driving engagement through the right corporate culture, companies
can improve execution, retention, and financial performance.
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and 100 represents the highest possible degree
of importance/readiness (“very important/
ready”). An overall index score was calculated
for each trend using the respondents’ ratings of
“importance” and “readiness”
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Workforce on demand:
Are you ready?

Companies are taking a more sophisticated approach to managing all aspects of their
workforce, including the hourly, contingent, and contract workforce.

More than one-third (34 percent) of all workers in the United States are contract
workers," and more than half (51 percent) of our respondents say their need for
contingent workers will keep growing over the next three to five years.

The on-demand workforce offers companies the ability to tap into extensive networks
of innovators, technical experts, and seasoned professionals. To engage and retain
them, companies should think broadly about how their HR programs, strategies, and
analytics tools could be applied not only to full-time employees, but also to contingent
and part-time workers.

N our initial Global Human Capital Trends Yet as the importance of workforce capabil-

report in 2013, we described the rapidly ity builds among corporate leaders—with the
emerging “open talent economy” and outlined trend’s importance index climbing from 62
how talent strategies were moving beyond last year to 70 this year—organizations’ readi-
traditional corporate and organizational bal- ness to address it has slipped, with its readi-
ance sheets to tap ness index dropping
into a broad range N . from 46 to 43.° And
of external talent. TOdaY S Wor kaI' ce 1S no although workforce
This ext.ernal talent 1 on g er a set Of empl oyee S capat')ility had only
market includes the eighth-largest
joint ventures and who come into the office capability gap overall,
partners, contracted . there was significant
and outsourced or factory each morning  geographic variation,
employees, freelance or Shl ft an d go home with particularl.Y. pro-
workers, and com- nounced capability
petitions for ideas each nlght gaps being reported

and solutions.
This year, the “on

demand” and “on tap” talent markets continue
to grow and to challenge companies’ ability to
effectively manage their total workforce, as
companies expand their use of external talent
sources to gain access to badly needed capa-
bilities, In fact, in this year’s Global Human
Capital Trends research, workforce capability
was rated the fifth most important challenge.

in Japan and South
East Asia (figure 1).

Today’s workforce is no longer a set of
employees who come into the office or factory
each morning or shift and go home each night.
More and more of the workforce is composed
of contingent employees working variable,
often part-time hours or schedules, compen-
sated hourly, operating remotely, or actually
working for an external firm.


http://www2.deloitte.com/global/en/pages/human-capital/articles/global-human-capital-trends-2013.html
http://www2.deloitte.com/global/en/pages/human-capital/articles/global-human-capital-trends-2013.html
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Figure 1. Workforce capability: Capability gap by region
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The Deloitte Human Capital Capability Gap is a research-based score that shows HR'’s relative capability gap by looking at the difference between respondents’
average “readiness” and “importance” ratings for each trend, indexed on a 0-100 scale. It is computed by taking the “readiness” index score and subtracting the
“importance” index score. For example, a trend with a readiness index score of 50 and an importance index score of 80 would produce a capability gap of -30.
Negative values suggest a shortfall in capability, while positive values suggest a capability surplus.
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The challenges presented by the on-demand
workforce are significant. But the trend itself
seems irreversible, driven by the networked
nature of work, the multigenerational work-
force, a desire for more flexible working
conditions, and the demands of business.
Researchers estimate that as many as 30 to
40 percent of all US workers today are con-
tingent.* In fact, just over half (51 percent) of
respondents in our survey report that their
need for contingent workers will continue to
grow over the next three to five years (figure 2).

For years, roles such as delivery drivers,
food service professionals, custodians, and
other hourly positions have been outsourced
to agencies. But today, roles that can be filled
by contingent workers include IT profes-
sionals, engineers, computer programmers,

Graphic: Deloitte University Press | DUPress.com

accountants, and those in other technical
positions, which are commonly outsourced to
contractors or staff augmentation firms. These
workers are engaged as freelancers or tempo-
rary employees for a project.®

Typically, the need for such talent was
considered to be a procurement problem, man-
aged through vendor contracts and external
staffing firms. Yet as these types of workers
become more important, HR should now con-
sider them an integral part of the workforce.
It’s time for HR to consider all workers in its
talent strategy, regardless of their contingent or
full-time status.

How can organizations best manage this
new “freelance economy” of valued staff?
Which elements of the talent management
process should be applied to contingent
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Figure 2. Respondents’ plans for usage of contingent workers over the next three to five years
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Note: Percentages may not total 100 percent due to rounding.

workers—and why? Some of the biggest issues
to consider include:

o How do we recruit from a highly diverse
set of talent pools, including expert net-
works and specialists? Important HR
practices include understanding the com-
pensation and tax implications of contract
workers’ location and managing new rules
such as the federal Affordable Care Act in
the United States.

o How do we manage freelance and out-
sourced staff? Should we on-board, train,
manage, set goals, and engage these workers
like our full-time employees?

o How do we administer and oversee
contingent workers, many of whom may
be managed by procurement and not even
included in HR systems? While leading
HR systems vendors are adding hourly
workforce management systems to their
products, they have yet to integrate with
external networks like Elance, Topcoder,
Freelancer, and other contingent expert net-
works. These networks of experts are like
employee pools that can now be included in
the workforce.®

o How should compensation be structured?
What is the implication of contingent or
hourly workers earning more than salaried

20% 30% 40% 50%

Graphic: Deloitte University Press | DUPress.com

workers? Should they get the same holidays
or other benefits?

o How can we engage contingent work-
ers and integrate them into our culture?
Everyone in an organization impacts
culture, engagement, and corporate brand.
Organizations should include contingent
workers in the development and manage-
ment of workplace culture, making sure
they are well engaged and represent the
company well. Companies should con-
sider including contractors in programs
like on-boarding, development, and even
performance management.

o How should we measure contingent work-
ers’ performance? Measuring the perfor-
mance of contingent workers in a manner
consistent with non-contingent workers is
critical to avoid a dual class system. How
can a company extend its performance
management process to get a holistic view?

Companies are now beginning to realize
that contract labor is often highly talented and
should be managed strategically. New expert
networks like Kaggle (an external network of
data scientists who bid on analysis problems)
and Innocentive (an online competitive mar-
ketplace where companies can post problems
for innovators from all over the world to bid on
and respond) make it easier for organizations
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The on-demand workforce brings many challenges to

organizations as they look at ways to integrate each workforce

segment, such as hourly, salary, contingent, contractor, and

vendor staff, into a complex ecosystem.
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to outsource problems to networks of experts
without having to hire full-time staff. Netflix,
Procter & Gamble, NASA, and GE are among
the organizations that use such services to find
innovators in the freelance economy.” In doing
so, they are essentially tapping into a workforce
of independent workers, whether as firms

or individuals.

Companies are also successfully leveraging
the contingent workforce to drive innovation
and new ideas. More than half of Procter &
Gamble’s product initiatives involve significant
collaboration with outside innovators. Through
its Connect and Develop program, the com-
pany now has more than 1,000 agreements
with external innovation partners. It uses
crowdsourcing to get new ideas for hundreds
of products. This external talent has helped
P&G develop hundreds of successful offerings,
such as Swiffer Dusters, the Crest SpinBrush,
and Olay Regenerist.®

Lessons from the front lines

The on-demand workforce brings many
challenges to organizations as they look at
ways to integrate each workforce segment,
such as hourly, salary, contingent, contractor,
and vendor staff, into a complex ecosystem.
One area that has received a great deal of
focused attention is the optimization of the
hourly workforce.

For example, one of Florida’s most com-
prehensive private, not-for-profit health
care networks needed better insights into its
labor utilization and budget. Serving nearly
2 million residents in central Florida annu-
ally, the company aimed to manage its limited
resources more effectively through a better

understanding of its complete labor activity
and associated costs.

In early 2013, this health care provider
decided to tackle the problem by identify-
ing opportunities to reduce any unintended
extra spending on its workforce. During this
assessment, the company examined its annual
timecard data to quantify potential improve-
ments and savings opportunities as well as
operational improvements.

The result: an estimated savings range
between $700,000 and $1.8 million that grew
sharply to $3.16 million once the analysis
included more extensive data. Savings resulted
from four dimensions of leading practices in
workforce utilization: system design enhance-
ment, process and management enforcement,
benchmarking and analytics, and governance
and accountability enrichment.

By implementing improvements in these
areas, this employer has gained valuable line-
item insights for aligning labor activity with
budget objectives. The company has docu-
mented millions of dollars in savings opportu-
nities from this initiative because it has enabled
the company to have data-driven conversations
about how best to utilize its workforce.

Where companies can start

o Proactively plan for a hybrid workforce
that includes owned and on-demand
employees: Evaluate skill needs, including
needs for technical, creative, and manage-
rial skills, and analyze and explore how to
create combinations of on-roll and on-
demand talent to meet those needs. Don’t
be afraid to tap into expert networks rather
than hire people outright.
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+ Educate business and HR leaders on strength of engagement, cost, and flex-
the range of on- and off-balance-sheet ibility for different types of talent? With a
approaches to talent: Many business and growing portion of the workforce in new
talent leaders are less than familiar with working arrangements, understanding
the rapid expansion of on-demand and how to develop, engage, and manage these
off-balance-sheet global talent models employees will be critical if HR leaders are
and markets. HR leaders should take the to optimize the entire employee base.
lead and provide research, options, and
information to business leaders on the full o Develop HR and IT systems to support
range of available on-demand and related on-demand talent: Many HR processes
talent markets. and systems are geared almost entirely to

support full-time, on-payroll employees.

o Putin place integrated management and HR professionals should evaluate how to
risk controls across the business, procure- modify and customize talent processes,
ment, and HR teams: On-demand and including acquisition, assessment, develop-
open talent economy models require new ment, compensation, benefits, and retention
working relationships beyond traditional and career programs, to accommodate new
silos—across the business, the supply chain, categories of employees.
and HR. Levels of training and on-boarding
activities should match the type of contrac- o Assign ownership and governance of on-
tor or employee (for instance, companies demand workforce management: Ensure
could offer less intensive on-boarding to that lines of authority are clear, and define
temporary workers). criteria for success in managing on-demand

workers. Is it time for a director of extended
 Extend your performance management workforce management or a dedicated
and analytics efforts to on-demand talent: workforce management office?

What factors drive performance, continuity,

BOTTOM LINE

The on-demand and extended workforce—contingent, part-time, remote, and contract workers—
is now a critical part of virtually every company’s talent pool. Managing this complex workforce
effectively and with greater sophistication will require new, integrated relationships across HR and
procurement as well as with business leaders.

Think broadly about the range of talent practices your organization uses for full-time, on-roll
employees, and consider how they may be applied to other categories of the on-demand workforce.
Programs to consider extending could include those around workplace culture, engagement, analytics,
productivity tools, performance management, collaboration, and retention. In short, it is time for HR to
take ownership and share the management responsibilities for on-demand workers—and not to leave
it to the procurement department alone.
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