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Why Human Capital Management! 

What the Research tells us 

By Gail Sturgess 

Strategy 

IBM/HCI (2009) Four key strategic Human Capital capabilities to build: 

• Workforce Analytics 

• Connection, collaboration and expertise sharing 

• Talent marketplace 

• Rethinking employee development 

Gallup (1998-) Engaged employees are more productive (22%), they are more profitable (27%), 

more customer-focused (38%), safer, and more likely to withstand temptations to 

leave 

Jim Collins (2009) From “Organizations in Turbulence” 

• The current tumult is the new reality 

• Three qualities needed to survive: 

o Values and purpose clearly defined and communicated 

o The right people in the right seats on the bus 

o See the “big picture” while, at the same time, attending to the 

immediate details. 

McKinsey (1997) From “The War for Talent”.  The single most vital difference that separates “best-

in-class” companies from the rest, is leadership’s belief in the criticality of talent 

to success – a Talent Mindset. 

Robert Reich “The ony unique asset that a business has for gaining a sustained competitive 

advantage over rivals is its workforce – the skills and dedication of its employees.  

There is no other sustainable advantage in the modern, high-tech, global 

economy” 

Indra Nooyi – CEO 

Pepsico 

“today’s marketplace is incredibly competitive in every industry around the 

globe.  The different betweeen success and failure is talent, period.” 

Deloitte (2009) 84% of leaders specify innovation as a key differentiator for their organization, 

but 69% of these respondents state they have no talent strategy to drive 

innovation. 

Only 42% of organizations have identified the key people who develop innovative 

solutions. 

88% of executive believe they will not have the necessary talent to lead 

innovation efforts after the recession ends 

Corporate Leadership 

Council 

Strength of pipeline is a major contributor to innovation 

Kaplan and Norton 10% of organizations execute their strategy successfully 

Bossidy and Charan The real differentiator between successful and unsuccessful companies is their 

ability to execute strategy. 

IBM, Enterprise of the 

Future, 2008 

The major reason that execution fails is that strategy, companies, departments, 

teams and people are misaligned — they all place importance on different goals. 
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Eight out of ten CEOs anticipate significant changes for their organizations over 

the next three years. Their biggest concern – having a workforce in place that can 

adapt to an increasingly volatile future. 

Cappelli (2008) Two thirds of US employers have no planning for their talent needs 

IBM Only 13% of organizations are good at predicting future skills, not just extension 

of present ones. 

Conference Board Workforce planning is the newest and least integrated of all human capital 

management functions. 

The Newman Group 

(2010) 

The biggest barriers to workforce planning are the lack of a methodology and 

tools 

HCI 40% of employees have been with current employers less than two years. 

60% of the jobs in the 21st century require skills possessed by 20% of the 

workforce. 

Seven of the top ten jobs in 2010 did not exist in 2004. 

Current job entrants will average 11 to 13 companies/jobs/positions in their 

professional career. 

Hewlett-Packard and Medtronic report 90% of revenue comes from products less 

than 1 year old. 

Hewitt/HCI, (2008) Only 17% of companies say that business and workforce strategy are aligned. 

McKinsey Only 23% of executives feel confident they are able to attract the top talent they 

need. 

Accenture Top issue on the minds of global executives is their ability to acquire and retain 

outstanding performers. 

Lou Adler Effective hiring represents 70 to 80% of a manager’s success. 

B. Kaye, “Love ‘Em or 

Lose ‘Em” 

Studies show 90% of new hires decide to stay or leave a company within 6 

months of taking a new job. 

John Sullivan, 2008 Employment Branding. The only true long-term recruiting strategy that is 

designed to bring in a steady flow of high-quality applicants yet less than 5% of 

recruiting budgets spent on this solution. 

Deloitte Research Report 

“It’s 2008, Do You Know 

Where Your Top Talent 

Is?” 

“In an age in which growth is largely a product of creative and technological 

advancements, companies that want to dominate their industries must be able to 

attract and retain talented employees. They must also engage people like never 

before if they want to innovate and grow. 

“Only those companies that win the hearts and minds of their top talent will be 

able to deliver value over both the short and long terms.” 

Financial 

Watson Wyatt (2002) Watson Wyatt have created a measure that they call the Human Capital Index 

(HCI).  Using this index, they monitored a number of organizations over a five-

year period, and what the found is - the better an organization is at managing its 

human capital, the better its returns for shareholders.  The low HCI group 

averaged a 21 percent return to shareholders, the medium group averaged 39 

percent and high group returned 64 percent over the five years. 

Becker & Huselid (1998) For every standard deviation of improvement in core people practices, the firm’s 

market value increased by about 10% 

Pfeffer (1998) In banks, a difference of one standard deviation in the quality of enterprise-wide 
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people practices was linked to 38 percent better economic performance. 

Deloitte & Touche Human 

Capital ROI Study (2002) 

Human capital practices account for as much as 43% of the difference between a 

company’s market-to-book value compared with its competitors’. 

McKinsey (1997) Organisations with strong Human Capital practices provide 22% greater returns 

to shareholders. 

Fortune (2008) From 1998 to 2006, the stock of the companies identified in Fortune’s “100 Best 

Places to Work for in America” list outperformed that of the S&Ps 500 by more 

than 230%. 

IBM / HCI (2008) Organizations that apply talent management practices demonstrate higher 

financial performance compared to their industry peers. 

Watson Wyatt Research 

(2008) 

Companies with superior human capital practices can create more than double 

the shareholder value than companies with average human capital practices. 

HCI Research (2008) Cost of Losing Valuable Talent – 1 ½ times annual Cost to Company 

Sullivan (2005) Cost of Poor Hire – $300K impact 

Charan (2005) Impact of “Bad Fit” Hires – 40% fail within the first 12 months. 

Sullivan (2005) Cost per Day – $7000 a day for operating without a key player in a strategic role. 

Russell Investment Group Companies on Fortune’s Best Places to Work list experience a positive impact on 

the firm’s stock price 

Customer 

Gallup (1998-) Engaged employees are more productive (22%), they are more profitable (27%), 

more customer-focused (38%), safer, and more likely to withstand temptations to 

leave 

Process 

IBM/HCI (2009) Greater advantage is gained with an integrated Human Capital system 

Bersin & Assoc (2010) As opposed to companies with compliance driven HR functions, companies with 

mature, business integrated HR spend almost $700 per employee per year more 

and invest almost three times more on strategic HR services. In return for their 

investment, these companies earn more than twice the revenue per employee 

compared to businesses with compliance driven HR. 

HCI 60% of the people who leave Wal-Mart, leave within the first 90 days. 

Up to 15% of new hires consider quitting after a bad first day. 

Each year about 25% of Global 2000 managers change jobs. 

Gains in retention, productivity and time to competence are associated with 

successful on-boarding programs. 

SHRM 77% of employees go home early on their first day because the company was not 

prepared. 

Gary Hamel, (2007) Disengaged employees. Hamstrung innovation. Inflexible organizations. Although 

we are living in a new century, we are still plagued by the side effects of a 

management model that was invented roughly one hundred years ago. 

Deloitte, (2008) Only those companies that win the hearts and minds of their top talent will be 

able to deliver value over both the short and long term. 

Towers Perrin, (2006) We are witnessing an era for businesses around the world in which engaging 

employees makes the difference between success and failure. 
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HCI Engagement is a critical leading indicator of potential productivity and retention 

issues. 

10% increase in engagement leads to 8% more discretionary effort which leads to 

2% improvement in performance. 

Engagement levels decline with tenure and are better in smaller organizations. In 

difficult economic times, engagement is more important than ever. 

Towers-Perrin, (2009 But four out of five employees are not contributing up to their potential 

Gallup, (2002) Actively disengaged employees cost the organization $3400 for every $10,000 in 

salary. 

Corporate Leadership 

Council 

Employee engagement ranges 

• 13% disaffected 

• 11% true believers 

• 76% up for grabs 

It is the skill of the manager that impacts the 76% 

• 15 of the top 20 drivers of engagement are manager-related 

Development 

IBM/HCI (2009) Investment in Human Capital distinguishes high performers from average 

performers 

Deloitte (2009) 60% of leaders are worried they will lose key employees as the economy 

strengthens. 

Spencer (2001) The difference between a “star” computer programmer and a “laggard” is 1272% 

Malcolm Gladwell, 

“Outliers,” 2008 

Geoff Colvin, “Talent is 

Overrated,” 2008 

Daniel Coyle, “The Talent 

Code,” 2009 

• IQ matters…up to score of 120; there is no “genius gene” 

• 10,000 hour rule and deliberate practice is the theme 

• Greatness is grown as our brains continue to develop 

• Myelin coats nerves to speed impulses across nerve fibers. Practice builds up 

myelin 

Watson Wyatt (2007) Engagement Levels – Only approximately 25% to 55% of employees are engaged. 

Watkins (2009) Breakeven Point – 6.2 months for a manager to become productive in a new job. 

Watkins (2009) Manager Ripple Impact – On average, a manager’s actions impact 12.4 people in 

a company. 

Buckingham (2007) Deployment – Only about 20% of employees do what they do best at work. 

Stolovich (2005) Performance Expectations – Less than 50% of employees know what is expected 

of them at work. 

Sullivan (2005) Manager Focus – Managers spend 20% of their time continuously focusing on 

poor or problem performers. 

Charan (2008) 70% of organizations say that they have an insufficient pipeline of talent for 

critical jobs. 

Larry Bossidy and Ram 

Charan, (2002) 

The foundation of a great company is the way it develops people —providing the 

right experiences, learning from other people, giving candid feedback and 

providing coaching, education and training. If you spend the same amount of 

time and energy developing people as you do on budgeting, strategic planning 

and financial monitoring, the payoff will come in sustainable competitive 

advantage. 
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Thomas Stewart, former 

Editor HBR 

If people are our most important asset, then their knowledge and experience 

(intellectual capital) is the new wealth of the organization. It only makes good 

business sense to develop that asset. 

Colvin, (2008) High performing companies value deep domain expertise in managers. Extensive 

knowledge in the company’s field is now required for getting ahead at GE. 

HCI The single biggest problem with succession planning and leadership development 

is that we spend a lot of energy identifying talent and very little developing it. 

One of the top three reasons people leave organizations is the lack of challenging 

and meaningful development opportunities. 

It costs roughly 1/30th the amount of time and money to develop an excellent 

person as opposed to hire his or her replacement. 

Jack Welch, Former GE 

CEO 

I view my primary job as strengthening our talent pools. So I view every 

conversation, every meeting as an opportunity to talk about our talented people, 

to learn about them, and to help them with their talent priorities. It’s how we run 

GE 

Lou Gerstner, Former 

Chairman and CEO, IBM 

If you ask me today what single accomplishment I am most proud of in all my 

years at IBM, I would tell you this—that as I retire my successor is a long time 

IBMer and so are the heads of all our major business units. 

Economist, (2008) Not having a robust talent pipeline is the highest concern of global executives. 

New York Times, (2009) The key to McDonald’s success is the proper alignment of the organization 

through the right people in the right place and a strong succession plan. 

Hewitt, (2009) 84% of top companies report solid pipelines, less than 44% of all companies have 

talent pipelines to ensure success 

HCI Up to 40 to 50% of imported executives fail within the first 18 months 

The Gallup Organization “While we tend to celebrate “great” companies, in reality there are only great 

managers. In fact, it is on the frontline that the hard work of building a stronger 

workplace gets done.”— 

John Sullivan “40% of managers are ineffective and each poor manager costs the organization 

up to 10X the manager’s salary.” 

Coffman and Gonzales-

Molina, (2002) 

“No system, process or self-directed team—irrespective of how modern, 

fashionable or flawless it may be—can ever take the place of a great manager.” 

Buckingham, (2007) The manager’s basic responsibility is to turn talent into performance. 

HCI About 25% of organizations believe managers have skills necessary for talent 

leadership. 

Libby Sartain, former 

CPO, Yahoo 

We view human resources as the caretaker of the largest investment of the 

company. If you are not nurturing that investment and making it grow, you’re not 

doing your job. 

Breitfelder and Dowling, 

HBR, (2008) 

As talent management becomes a make or break corporate competency, the HR 

function is responding with a shift from managing the monetary levers of human 

resources—comp, benefits, etc—to increasing the asset value of human capital. 

 

For more information on Human Capital Management and Human Capital Strategy, contact Gail Sturgess on 

083 654 6480. 


