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Executive Summary 
Getting talent right is getting business right.  Aberdeen's Human Capital 
Management (HCM) research has continually shown that businesses must 
hire, retain, and deploy the right talent to meet business challenges, grow 
the organization and keep customers happy.  This study of nearly 300 
organizations, conducted in November and December 2011, looks at the 
key strategies, technologies, and capabilities deployed by Best-in-Class HR 
and talent management practitioners, and the positive impact of those 
activities on business performance. 

Best-in-Class Performance 
Aberdeen used the following three key performance criteria to distinguish 
Best-in-Class companies for Human Capital Management: 

81% of employees rated themselves as “highly engaged” in their 
most recent engagement survey 

71% of key positions have a ready and willing successor identified 

13% year-over-year improvement in hiring manager satisfaction  

Competitive Maturity Assessment 
Survey results show that the firms enjoying Best-in-Class performance 
shared several common characteristics, including: 

Knowing how talent impacts the business by understanding which 
roles are critical to business growth and performance;  

Holding the business accountable for talent management activities as 
part of everyday business; and 

Providing the right data to all stakeholders to understand, measure, 
and monitor the effect of talent decisions on the business. 

Required Actions 
In addition to the specific recommendations in Chapter Three of this 
report, to achieve Best-in-Class performance, companies must: 

Understand how the business measures success, how the definition 
of success is changing, and be able to track and communicate 
performance on the impact of HCM efforts in the business language; 

Automate, integrate and share HCM data with the business and 
with managers to empower better decision making; and 

Create differentiated hiring, retention and development plans for 
critical talent and critical roles to better manage talent risk and 
support organizational growth. 

Research Benchmark 

Aberdeen’s Research 
Benchmarks provide an  
in-depth and comprehensive 
look into process, procedure, 
methodologies, and 
technologies with best practice 
identification and actionable 
recommendations 

This document is the result of primary research performed by Aberdeen Group. Aberdeen Group's methodologies provide for objective fact-based research and 
represent the best analysis available at the time of publication. Unless otherwise noted, the entire contents of this publication are copyrighted by Aberdeen Group, Inc. 
and may not be reproduced, distributed, archived, or transmitted in any form or by any means without prior written consent by Aberdeen Group, Inc. 
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Chapter One:  
Benchmarking the Best-in-Class 

Business Context 
Austrian neurologist and holocaust survivor, Dr. Viktor Frankl, wrote the 
following: 

"Everything can be taken from a man but one thing: the last of the human 
freedoms - to choose one's attitude in any given set of circumstances, to 
choose one's own way. And there are always choices to make." 

 In a time of economic uncertainty, most organizations are stuck in the 
space between stimulus and response, unable to move forward.  Today’s 
organizations face antithetical choices about their future. On one hand, they 
can halt any strategies and projects that might make them vulnerable to 
market fluctuations. Alternatively, they can reevaluate and revamp current 
processes, making them more efficient. Indecision hurts the organization. 
HR leaders are in a unique position to provide direction, drive change and 
offer the insight and data needed to help organizations develop. To 
determine how HR leaders are responding to this challenge, Aberdeen 
surveyed over 300 organizations in its 2012 HR Executive Agenda study, 
and found that HR is working to align its priorities with the overall business, 
remain agile during difficult transitions, and make engagement a priority.   

The New Normal 
Given high unemployment, financial regulations and escalating healthcare 
costs, the uncertain economy remains the number one driver behind 
Human Capital Management (HCM) efforts (Figure 1). Efficiency is a 
paramount concern for talent initiatives in this economy, and organizations 
need balance cost-savings with quality investments. Take recruiting for 
example.  Historically, recruiting was measured on its ability to fill positions 
as quickly and cost-effectively as possible. Today, organizations can no 
longer afford a bad hire, especially in industries plagued with high turnover. 
Respondents to Aberdeen’s 2010 Sales Performance Management research 
indicated that the average estimated (dollar) cost of replacing a sales rep 
was $30,420.  Organizations looking to achieve results need to focus on 
quality of hire. This balance of cost-savings and quality is essential to making 
the organization more efficient.  

Fast Facts 

64% of Best-in-Class 
organizations indicate that 
HCM has become more 
strategic in the past year 

Best-in-Class organizations 
are 30% more likely than 
All Others (Industry Average 
and Laggard companies 
combined) to ensure that 
the talent strategy is 
continually aligned to the 
business. 
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Figure 1: Pressures Driving HCM Efforts in 2012 

 
Source: Aberdeen Group, December 2011 

As in Aberdeen’s December 2010 HR Executive’s Agenda report, achieving 
organizational growth goals (38%) and scarcity of key skills (33%) are also 
high priorities for organizations. Organic growth helps organizations break 
down barriers and enter new markets and new territories. A shortage of 
key skills can keep an organization’s from growing; employee retention and 
key skill shortages were both identified as two of the top six business 
challenges faced by all businesses in Aberdeen’s Quarterly Business Review. 
One reason for shortage of critical skills can be attributed to changes in 
demographics. With multiple generations in the workforce, varying rates of 
education and training across geographies, and employees looking for new 
ways of working with employers, companies struggle to find the skills they 
need from the same traditional sources.  The difficulty of “transferring 
knowledge” from Baby Boomers to Generation X also presents difficulties. 
In Aberdeen's 2010 Succession Management report, 40% of organizations 
view the aging workforce and retirement of baby boomers as a top 
challenge. 

Organizational growth and attracting and developing key skills require a 
level of investment most organizations are unwilling to make in an uncertain 
economy. Last year, HR executives reported that they spent so much time 
on tactical activities that they were not able to devote time to more 
strategic work, such as development and recruiting. While the survey 
results shared in this report indicate that 55% of organizations believe HR 
has become more strategic, today’s greatest barriers to creating further 
value are those preventing HR from aligning talent and workforce initiatives 
with overall business initiatives. Each of the top barriers addressed in Figure 
2 - lack of HR leadership, lack of support from hiring managers / lines of 
business, and lack of buy-in from senior management- results from the 
disconnect between HR and the business.   
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Figure 2: Barriers to Investment of Time / Effort in HCM 

 
Source: Aberdeen Group, December 2011 

The following sections of this report explore how top performing 
organizations are overcoming these barriers--using world-class technology 
and analytics to align with the business, and focusing on innovation and 
creativity to create growth and engagement opportunities.  

The Maturity Class Framework 
Aberdeen used three key performance criteria to distinguish the Best-in-
Class from Industry Average and Laggard organizations, describing how well 
organizations were performing on the core business of HCM - finding, 
engaging and retaining talent: 

Employee engagement is defined as the percentage of individuals 
indicating they were "highly engaged" on the most recent 
engagement survey. Engagement is not an HR initiative, it is a 
business initiative. Engagement is also a true indicator of 
organizational development and growth.  In fact, Aberdeen's 
Quarterly Business Review from Q1 2011 found that engaging 
employees is one of the top challenges facing today’s businesses.  

Bench strength is defined as the percentage of key positions with 
at least one ready and willing successor identified. This metric 
shows how well the organization is managing succession risk and 
preparing itself for future leadership challenges, and also shows its 
success in retaining key talent. According to Aberdeen's 2010 
Succession Management report, Best-in-Class organizations have at 
least one ready and willing successor identified for 66% of positions. 

Hiring manager satisfaction is defined as the percent 
improvement in hiring manager satisfaction with new hires year-
over-year. Historically, the relationship between HR and hiring 
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managers has been challenging, and, at times, competitive when 
identifying and attracting top talent. To achieve results in talent 
initiatives, HR and hiring managers need to coordinate efforts, 
improve communication and align goals and objectives. 

Table 1: Top Performers Earn Best-in-Class Status 

Definition of 
Maturity Class Mean Class Performance 

Best-in-Class:  
Top 20% 

of aggregate 
performance scorers 

81% of employees rated themselves as “highly 
engaged” in their most recent engagement survey 
71% of key positions have a ready and willing 
successor identified 
13% year-over-year improvement in hiring manager 
satisfaction 

Industry Average:  
Middle 50%  
of aggregate  

performance scorers 

41% of employees rated themselves as “highly 
engaged” in their most recent engagement survey 
32% of key positions have a ready and willing 
successor identified 
4% year-over-year improvement in hiring manager 
satisfaction 

Laggard:  
Bottom 30%  
of aggregate 

performance scorers 

26% of employees rated themselves as “highly 
engaged” in their most recent engagement survey 
11% of key positions have a ready and willing 
successor identified 
2% year-over-year decrease in hiring manager 
satisfaction 

Source: Aberdeen Group, December 2011 

The Best-in-Class PACE Model 
Excellence in human capital management results from a combination of 
strategies, capabilities, and enabling technologies. The Best-in-Class display a 
number of common core characteristics: 

Deep understanding and commitment to align talent initiatives with 
the overall business objectives 

Investment in world-class technology throughout most aspects of 
talent and workforce management 

Demand for greater access to data and information to help 
streamline processes and create efficiency 
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Table 2: The Best-in-Class PACE Framework 

Pressures Actions Capabilities Enablers 
Economic 
uncertainty forcing 
the organization to 
operate more 
efficiently
Organic growth 
 

Ensure that talent 
strategy is 
continually aligned 
with business 
strategies  
Identify gaps 
between workforce 
supply and business 
demand 
Focus efforts on 
improving employee 
engagement  

Line of business leaders 
are given accountability 
for talent management 
within their teams 
Managers have access to 
relevant talent data  
Process in place to 
identify job roles that are 
critical to organizational 
success  
Business stakeholders are 
involved in HCM strategy 
setting and execution  
Managers have access to 
relevant workforce / labor 
data 
Defined process is in 
place to identify high 
potential talent 

Pre-hire assessments 
Time and attendance software 
HRIS / HRMS software 
Recruitment technology platform (e.g., 
applicant tracking or hiring management 
system) 
Employee self-service portal 
Post-hire assessments 
External online company career portal 
Compensation management software 
Benefits management software 
Employee performance management 
software (i.e. the automation of 
performance reviews and goal setting) 

Source: Aberdeen Group, December 2011 

Best-in-Class Strategies 
Although HR faces daunting challenges, today’s organizations have options. 
HR leaders are stepping out of their comfort zones to prepare for the 
future, align with the business, and foster a culture of engagement and 
innovation. In fact, 64% of Best-in-Class respondents believe that HR has 
become more strategic over the past year. Aberdeen’s research identified 
several strategic actions commonly adopted by organizations. 

Alignment remains a priority, as it was last year. Best-in-Class organizations 
are 30% more likely than All Others (Industry Average and Laggard 
companies combined) to ensure that the talent strategy is continually 
aligned to the business. HR’s quest for the “seat at the table” is not new. 
However, HR is taking a new approach to that seat, an approach that 
involves a deep understanding of organizational goals and metrics. 
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Figure 3: Best-in-Class Strategic Actions 

 
Source: Aberdeen Group, December 2011 

The next most commonly cited strategy among Best-in-Class involves 
workforce planning, an area of talent management that has been gaining 
steam. Nearly half of Best-in-Class organizations are looking to identify gaps 
between the supply and demand of talent in order to meet specific business 
requirements. This approach transcends traditional headcount analysis by 
including skill gap analysis and scenario planning. The ability to identify these 
gaps gives HR the insight needed to prepare for current and future business 
needs. To successfully identify gaps, organizations must rely on both internal 
and external data and make this information readily available at any and 
every stage of the employee lifecycle. Aberdeen’s forthcoming Big Data 
study to be published in 2012 will discuss the importance of data to HCM.  
While over 40% of organizations can integrate and analyze Talent 
Management, Workforce Management and / or Internal business 
performance data, only 22% are able to integrate and analyze external data. 

The third most common strategic action is also a top business challenge 
according to Aberdeen’s Business Review. Employee Engagement has a great 
impact on the success of individuals and organizations. Aberdeen's 2009 
Employee Engagement study, as well as Aberdeen’s 2011 Performance and 
Engagement report, found a strong correlation between employee 
engagement and organizational growth.  

Getting Talent Right is Getting Business Right 
While many traditional HR silos were established for a reason, these silos 
have hindered critical talent initiatives, and prevented HR from making 
talent a top priority in the organization. HR leaders are uniquely positioned 
to transform isolated administrative processes into an integrated approach 
to talent management. This transformation not only can align HR objectives 
with overall business objectives, but also increase engagement and overall 
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company performance. Strategic HR must continue to evolve to achieve 
organizational goals. 

Strong HR analytics is one way to drive organizational performance.  
Seventy-nine percent of Best-in-Class organizations were able to achieve 
organizational KPIs (key performance indicators) or MBOs (management 
business objectives) in the last year compared to 39% of laggard 
organizations. These organizations recognize the metrics (customer 
satisfaction, customer retention, and revenue per full time employee) that 
benefit the organization rather than simply HR (see Figure 4). 

Figure 4: Business Impact of Best-in-Class HCM 

 
Source: Aberdeen Group, December 2011 

Aberdeen Insights — Strategy 

For the past four years Aberdeen has asked respondents to its annual 
survey on HCM priorities: How strategic is HR? Ranked on a scale of 1 
to 5 (where "1" signals that HR is reactive, very tactical and not aligned 
with business objectives, and "5" signals that HR is very proactive and 
closely tied to the business' objectives), this value has continued to fall 
(Table 3). 
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Aberdeen Insights — Strategy 

Table 3: Strategic Value of HR 

 2008 2009 2010 2011 
All Respondents 3.31 3.23 3.05 2.94 

Best-in-Class 3.62 3.71 3.43 3.53 

Laggard 2.89 2.74 2.83 2.51 

HR 3.40 3.28 3.16 3.12 

Business 3.22 3.17 2.71 2.58 

Source: Aberdeen Group, December 2011 

At a time of extreme focus on results, some organizations do not 
understand the strategic role HR can play in achieving those results.  
Some ground has been regained among top-performing companies, but a 
gulf has emerged between Best-in-Class and Laggards.  This disparity may 
be explained by the vast difference in the ability of HR organizations in 
these groups to demonstrate the value they create. As Figure 5 shows, 
Best-in-Class organizations are more than six times as likely to be able to 
use data to demonstrate the impact of talent management efforts on the 
business. 

Figure 5: Can Talent Impact on Business Metrics be Measured 

 
Source: Aberdeen Group, December 2011 
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Aberdeen Insights — Strategy 

This widening gulf highlights the need for new skills among HR leaders. 
HR leaders must have analytic and business skills to create value for the 
business, and to quantify and communicate this value.  By far the top skill 
highlighted as a requirement for future HR leaders was the ability to 
connect HR initiatives to the strategic priorities of the organization, cited 
by 76% of respondents.  The time to start building this capability is now. 

 
In the next chapter, we will see what the top performers are doing to 
achieve these gains. 
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Chapter Two:  
Benchmarking Requirements for Success 

The selection of HCM solutions and their integration with business 
intelligence and business process management systems plays a crucial role in 
the ability to turn these strategies into performance and growth. 

Case Study —Mountain State Health Alliance 

Healthcare has been heavily impacted by the HCM pressures discussed in 
Chapter 1. The need for integrated talent management supported by 
robust technology has never been greater. Talent is a business imperative, 
considering the challenges posed by the shortage of critical skills, 
declining employee engagement, and turnover (a few of the top business 
challenges outlined in Aberdeen's Quarterly Business Review). Mountain 
State Health Alliance (MSHA) recognized the need for integrated talent 
management, developed a strategy based on a well-defined competency 
model, and invested in world-class technology.  

MSHA, located in Tennessee, Virginia, Kentucky, and North Carolina, 
consists of 14 accredited hospitals with $1.5 billion in net revenue. After 
years of living with manual processes and the fear of losing several key 
leaders in the organization, MSHA adopted integrated talent management. 
The goals and objectives of this endeavor included: 

1. Develop a Roadmap: No organization can design an integrated talent 
management strategy overnight. MSHA developed a detailed roadmap 
(beginning with key leadership positions) for integrating talent 
management processes and technology over a three year period. 

2. Focus on Competencies: Since succession planning and leadership 
development initiatives were key drivers for integrated talent 
management, competency management became a priority for MSHA. 
They invested heavily in standardizing and updating their competency 
framework based on a third-party 360 degree assessment tool. This 
competency framework was critical to executive level roles and high 
potentials.  

3. Align with the Business: Senior management supported the investment 
in one system to support integrated talent management. MSHA 
established governance committees and assigned an HR manager to 
manage this process and the vendor relationship. MSHA now has an 
enterprise-wide integrated approach to talent management. Requirements 
for a talent management system included: SaaS delivery model, integration 
with Core Human Resource Management System (HRMS), and strong 
reporting capabilities. Although MSHA is still evaluating the ROI of their 
talent management suite, initial assessments indicate that this technology 
helped MSHA lower first year turnover from 38% to 17%, saving over $8 
million. 

Fast Facts 

Over 70% of both HR and 
line of business respondents 
cited the ability to connect 
HR initiatives to business 
priorities as a top two most 
important skill for the HR 
leader of the future, 

Best-in-Class companies are 
nearly twice as likely as 
Laggards to provide 
managers with access to 
relevant talent data, and 39% 
more likely to provide 
them with workforce 
management / labor data  

 



Human Capital Management Trends 2012: Managing Talent to Lead 
Organizational Growth 
Page 14  

 

© 2011 Aberdeen Group. Telephone: 617 854 5200 
www.aberdeen.com Fax: 617 723 7897 

 

Competitive Assessment 
Aberdeen Group analyzed the aggregated metrics of surveyed companies to 
determine whether their performance ranked as Best-in-Class, Industry 
Average, or Laggard. In addition to having common performance levels, each 
class also shared characteristics in five key categories: (1) process (the 
approaches they take to execute daily operations); (2) organization 
(corporate focus and collaboration among stakeholders); (3) knowledge 
management (contextualizing data and exposing it to key stakeholders);  
(4) technology (the selection of the appropriate tools and the effective 
deployment of those tools); and (5) performance management (the 
ability of the organization to measure its results to improve its business). 
These characteristics (identified in Table 3) serve as a guideline for best 
practices, and correlate directly with Best-in-Class performance across the 
key metrics. 

Table 4: The Competitive Framework 

 Best-in-Class Average Laggards 

Process 
Process to identify job roles that are critical to 
organizational success 

61% 33% 32% 

Organization 

Line of business leaders are given accountability for 
recruiting, development, performance management, and / 
or other aspects of talent management within their teams 

63% 55% 42% 

Knowledge 

Managers have access to relevant talent data (employee 
profiles, development plans, assessment results, etc.) 

63% 48% 32% 

Managers have access to relevant workforce / labor data 
(time worked, certifications, etc.) 

57% 60% 41% 

Technology & 
Enablers 

HCM technology currently in use: 

68% Pre-hire 
assessments 
68% HRIS / 
HRMS software 
62% 
Recruitment 
technology 
platform  
56% Employee 
self-service 
portal 
55% Post-hire 
assessments 

53% Pre-hire 
assessments 
57% HRIS / 
HRMS software 
54% 
Recruitment 
technology 
platform  
43% Employee 
self-service 
portal 
31% Post-hire 
assessments 

38% Pre-hire 
assessments 
62% HRIS / 
HRMS software 
46% 
Recruitment 
technology 
platform  
35% Employee 
self-service 
portal 
24% Post-hire 
assessments 
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 Best-in-Class Average Laggards 

Performance

Clearly defined metrics are in place for measuring HCM 
effectiveness 

45% 17% 20% 

Effectiveness of HCM Strategy reviewed at least twice a 
year 

38% 21% 11% 

Source: Aberdeen Group, December 2011 

Capabilities and Enablers 
Based on the findings of the Competitive Framework and interviews with 
end users, Aberdeen’s analysis of the Best-in-Class indicates that the 
following factors are critical to success: 

Knowing how talent impacts the business by understanding critical 
roles 

Holding the business accountable for talent management activities  

Providing the right data to all stakeholders to understand, measure, 
and monitor the impact of talent decisions on the business. 

Process 
One key process helps Best-in-Class organizations power the business with 
talent: identifying which roles really affect the organization's ability to 
execute.  The business also needs HR to understand what moves the 
organization forward.  When asked to identify the top two most important 
skills for the HR leader of the future, over 70% of both HR and line-of-
business respondents identified the ability of executives to connect HR 
initiatives with business priorities.  But "understanding the organization's 
industry and customers" was the ability next most frequently identified as 
valuable, cited by 32% of line of business respondents and just 25% of HR 
respondents.   The business needs HR to understand how value is created. 

Organizations often think that critical roles are leadership roles, but that is 
not always the case.  Critical roles tend to be front-line and customer-facing 
roles like sales reps, call center employees, or service technicians.  With the 
threat of key skill shortages looming, HR leaders must know who they need 
to hire. Among respondents to Aberdeen's September 2011 study on Talent 
Acquisition, those organizations that had identified the job roles deemed 
most critical to organizational success (i.e. the roles that have the greatest 
impact on revenue / profit), achieved greater results on several key metrics 
(Figure 6). Organizations that have identified critical job roles can emphasize 
hiring and developing these positions. In addition to supporting progress 
toward overall goals and improved new hire performance and engagement 
companies with this capability saw three times the improvement in 
customer retention (6% vs. 2%) and two times the improvement in 
customer satisfaction (6% vs. 3%) of those without it.  
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Figure 6: Impact of Identifying Critical Roles 

Source: Aberdeen Group, August 2011 

While every role in an organization should be focused on the core mission, 
some roles have an immediate effect on business performance. In order to 
better manage talent risk, organizations must focus on hiring and developing 
talent for these roles.  When hiring, building talent pools, cultivating 
relationships with top talent, and maintaining consistent candidate 
communications are top strategies.  But companies can't just hire their way 
out of talent shortages.  Fifty-five percent (55%) of Best-in-Class 
organizations indicate that a defined process is in place to identify high 
potential talent within their organization, as opposed to just 33% of All 
Other organizations.  Development and retention of high potential talent to 
fill critical roles must be a top priority as well. 

Organization 
HR, learning, talent and business leaders must work together to make the 
most of talent.  This starts with strategy - the roadmap for talent and human 
capital priorities, initiatives and goals.  Fifty-nine percent (59%) of Best-in-
Class organizations indicate that business stakeholders are involved in 
setting and executing HCM strategy, as compared to one third (33%) of 
Laggards.  This step is gets everyone aligned and on the same page, which 
allows for development of the organizational capability most commonly 
cited by top performers: holding line of business leaders accountable for 
recruiting, development, performance management, and other aspects of 
talent management within their teams.  Talent management cannot take 
place in a vacuum if it is to help the business.  Managers must play an active 
role in recruiting the right talent, developing their team, and giving 
performance feedback.  The organization must be structured to give leaders 
the tools and the responsibility to do this.  

39%

33%

26%

51%

44%

38%

0%

20%

40%

60%

Organizational goals
achieved

New hires meeting time
to performance goals

New hires highly   
engaged

Have Identif ied critical job roles

Have not identif ied critical job roles

Fast Facts 

Organizations with critical 
roles identified, saw three 
times the improvement in 
customer retention (6% vs. 
2%) and two times the 
improvement in customer 
satisfaction (6% vs. 3%) over 
those that don't 
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Knowledge Management 
Making data available to those who need it to drive decision-making is at the 
core of most automation and integration efforts.  Best-in-Class companies 
are nearly twice as likely as Laggards (63% vs. 32%) to provide managers 
with access to relevant talent data, and 39% more likely to provide them 
with workforce management / labor data (57% vs. 41%).  Aberdeen's 
forthcoming Big Data research has found those companies integrating all 
Core HR, talent management, workforce management and internal business 
data typically analyzed four times the amount of active business data as 
those with just Core HR data, and they were able to analyze this data much 
faster. Companies integrating all internal data sources reported getting 
critical information within their desired time frame 78% of the time. Those 
with just Core HR reported a 69% success rate. 

Last year's December report, The 2011 HR Executive's Agenda, found that 
although performance review data and resume information is readily 
available to managers (see Figure 7), assessment data, often considered the 
backbone of any talent management strategy, is only available to of 
managers at 58% of respondent organizations. 

Figure 7: Talent Management Data Accessible to Managers 

Source: Aberdeen Group, December 2010 

Organizations need to make this data available to managers, so they can 
take action based on it. This is particularly true when it comes to 
assessment data, one of the key enablers addressed in the following section. 

Technology & Enablers 
It isn't surprising to see that for the second year running, assessments are 
one of the technologies most differentiating the Best-in-Class from their 
competitors. Aberdeen's May 2011 report on Talent Assessment Strategies 
found that companies using assessments throughout the talent lifecycle saw 
a 10% greater overall goal achievement and 28% higher engagement, along 
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Fast Facts 

Organizations using 
assessments saw, on average: 

10% greater overall 
organizational goal 
achievement  

28% higher employee 
engagement 

64% greater improvement in 
quality of hire 

more than 2x the 
improvement in cost per 
hire 

over organizations not using 
assessments 
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with a 64% greater improvement in quality of hire and more than double the 
improvement in cost per hire. Leaders want data and insight to help them 
make better decisions about talent and the business, and assessments can 
provide this data.  

In the past several years that Aberdeen has studied assessments, 
assessments have expanded into the post-hire, and to a wider array of job 
roles within the organization.  Traditionally, many thought of assessments as 
a sort of pre-test to see if a prospective hire had requisite skills.  Today, as 
organizations seek ongoing alignment to help them overcome business 
challenges, more are using assessments. Companies are also embracing 
different types of assessments, which provide value at different points of the 
talent lifecycle and different levels of the organization. At every decision 
point, Best-in-Class companies place greater value on assessment data. This 
indicates that these organizations know gut instinct alone is not enough to 
evaluate the potential of a new hire or an existing employee. Finding ways to 
quantify, evaluate, and make better decisions is a priority for top performing 
companies.   
Performance Management 
Sadly, even among the Best-in-Class, only 45% have defined what effective 
HCM looks like, and identified key metrics to measure and communicate 
that effectiveness.  This step is critical given how critical business buy-in is, 
and how important companies view the ability to articulate business impact 
of HR.  Best-in-Class companies are more than twice as likely as All Others 
to have metrics defined (45% vs. 18%), but all organizations need progress in 
this area. Where should companies start?  As Figure 8 shows, business and 
customer metrics top the list.  This doesn't mean that internal HR and 
talent metrics aren't important.  But when it comes to validating and 
communicating HCM's impact, correlation to customer and business needs 
are paramount. 
Figure 8: Most Important Metrics 

 
Source: Aberdeen Group, December 2011 
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Top performing companies also use hiring success, and their ability to 
articulate hiring needs, attract the best-fit talent, and get them up to speed 
quickly as a measure of HCM impact, along with overall employee 
engagement.  Quality of hire is a metric focused on meeting the hiring 
manager's needs.  Of course, employee engagement is a measure of 
employee impact but also of business performance, since engagement and 
performance are so closely linked.  One could argue that the most 
important measure of HCM success is business success, so leaders must 
make these correlations and communicate them regularly.  Currently, just 
38% of the Best-in-Class review HCM effectiveness more than once a year. 

Aberdeen Insights — Technology 
Strategic human capital initiatives require a robust technology 
infrastructure. Historically, organizations have invested in HR technology 
with the hope of streamlining processes and lifting the administrative 
burden on HR. Today, HR technology needs to be accountable, interactive 
and business-driven. Organizations are demanding more engagement, 
analytics and integration and in many cases, they are looking for one 
provider to meet all of their talent and workforce needs. These 
organizations are developing a roadmap for investing in a full talent 
management suite beginning with one or two modules. 

Interestingly, the most mature areas of talent management also represent 
the largest areas of investment (see Figure 9). Talent acquisition, learning 
management and performance management continue to remain high-
growth markets for a number of reasons including market churn, 
globalization, and growth in the mid-market. Nearly half of the survey 
respondents were dissatisfied with their current systems and looking to 
invest in new technology. Market consolidation is one reason for this 
dissatisfaction. As providers look to expand their solution offerings, they 
tend to de-focus on original priorities and ignore the needs of their 
customers.  

 Continued 
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Aberdeen Insights — Technology 

Figure 9: Critical HCM Elements to Executing Business Strategy 

 
Source: Aberdeen Group, December 2011 

Another reason that these mature areas remain high-growth opportunities 
is because they enable HR to execute on the business strategy (see Figure 
10). When considering the top business challenges identified in Aberdeen's 
Quarterly Business Review (identifying critical skills, engaging employees, 
and productivity), talent acquisition, learning and performance can have the 
greatest impact- particularly when organizations invest in integrated 
systems. 
Figure 10: Critical HCM Elements to Executing Business Strategy 

Source: Aberdeen Group, December 2011 

Automation is a key strategy for organizations to consider to support 
organizational growth. 
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Chapter Three:  
Required Actions 

Whether a company is trying to move its performance in Human Capital 
Management from Laggard to Industry Average, or Industry Average to 
Best-in-Class, the following actions will help spur the necessary performance 
improvements: 

Laggard Steps to Success 
Involve the business in setting HCM strategy.  HR and talent 
strategy must be coordinated with business strategy.  This starts by 
ensuring business stakeholders are involved in strategy setting so 
that alignment between HR and the business occurs from the 
outset.  Currently just 33% of Laggards involve business 
stakeholders in HCM strategy setting and execution, making them 
just under half as likely as Best-in-Class organizations (59%). 

Define what success looks like.  Only one in five (20%) Laggard 
organizations have clearly defined metrics for HCM effectiveness.  
Without a language by which to define and communicate impact, the 
perceived strategic value of HCM will continue to slide.  Determine 
how progress will be measured, and monitoring it with whatever 
tools the organization has in place.  

Automate to reduce tactical burden.  The number one barrier 
to HR’s ability to be more strategic is time spent on tactical 
activities, and the number one strategy to relieve that burden is 
automation.  Laggards fall behind the Best-in-Class in their 
automation of workforce management solutions (38% vs. 53%), 
employee performance management (37% vs. 68%), and even 
employee data management and payroll (73% vs. 78%). 

Industry Average Steps to Success 
Set the data free.  People need information to make better 
decisions. Visibility into performance and assessment data, available 
talent, skills, and where they reside within the organization is critical 
for decision making.  Industry Average organizations are one third 
less likely (48% vs. 63%) to ensure that managers have access to 
relevant talent data, including employee profiles, development plans, 
and assessment results, than the Best-in-Class. 

Know what drives the business.  If HR doesn’t know how 
revenue is generated, or how value is created for the entities the 
organization serves, they can’t hope to build the right plans to 
support them. Build a process for sourcing, growing and retaining 
talent for critical roles.  Start by identifying roles critical to 
performance.  Just one in three Industry Average organizations have 

Fast Facts 

Best-in-Class companies are 
two and a half times 
more likely than All Others 
to have defined success 
metrics in place 
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a process to identify these job roles, compared to 61% of Best-in-
Class companies. 

Use assessment data throughout the lifecycle.  Pre-hire 
assessments again show up this year as a top enabler of success.  
But assessing for selection is not enough.  Business moves fast and 
companies need to continue to use that data to match individuals 
with roles and priorities beyond their first position in the 
organization.  Currently, 53% of Industry Average organizations use 
pre-hire assessments (as compared to 68% of Best-in-Class), but 
just 31% us them post hire, making them 47% less likely to do so 
than Best-in-Class (55%). 

Best-in-Class Steps to Success 
Know your (external) customers.  Once an HR leader can 
connect HR initiatives to business priorities, the next most 
important skill for him or her to develop is understanding the 
organization's industry and customers.  Right now, even among 
Best-in-Class companies, only 48% use customer feedback to inform 
HCM decision-making.  This is far ahead of the 26% of All Other 
organizations indicating the same, but still an area for improvement. 

Measure early, measure often.  Although Best-in-Class 
companies are two and a half times more likely than All Others to 
have defined success metrics (45% vs. 18%), only 38% of these 
companies review the effectiveness of HCM more than once a year.  
It’s not enough to define success.  Progress must be tracked and 
plans adjusted along the way. 

Apply analytics to make the case.  Analytics is a big focus for 
HCM practitioners and vendors.  These tools can turn data and 
information into usable insight, and produce reporting that makes 
decisions easier.  Right now, only 48% of the Best-in-Class use 
workforce analytics and / or reporting tools.  Even fewer are 
looking to the future with forecasting or predictive analytics tools, 
cited by only 25%. As data drives more decisions, these tools will be 
extremely valuable in managing, manipulating and presenting data. 

Aberdeen Insights — Summary 

Talent can play a huge role in organizational and business success.  But 
HR and talent management within the organization has its work cut out 
for it in order to play a strategic role in guiding that success.  Companies 
that can harness HCM technology to provide insight and guidance on 
talent decisions will be able to set themselves apart in the marketplace.  
But talent leaders must first understand how the business measures 
success, how the definition of success is changing, and track and 
communicate the impact of HCM efforts in the business language. 
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Appendix A:  
Research Methodology 

Between November and December 2011, Aberdeen examined the use, the 
experiences, and the intentions of 298 enterprises using human capital 
management solutions in a diverse set of industries and geographies. 

Aberdeen supplemented this online survey effort with telephone interviews 
with select survey respondents, gathering additional information on HCM 
strategies, experiences, and results. 

Responding enterprises included the following: 

Job title: The research sample included respondents with the 
following job titles: CEO / President (14%); EVP / SVP / VP (17%); 
Director (21%); Manager (26%); Consultant (9%); Staff (5%); and 
other (8%). 

Department / function: The research sample included respondents 
from the following departments or functions: HR / talent 
management (56%); corporate management (9%); business 
development, sales and marketing (8%); quality management (5%); 
operations (5%); IT (5%) and other (12%). 

Industry: The research sample included respondents from a wide 
variety of industries. Some of the larger industries represented 
were IT consulting / services (8%); software (6%); government (5%); 
financial services (5%); and education (5%).  

Geography: The majority of respondents (66%) were from North 
America. Remaining respondents were from Europe (13%); the 
Asia-Pacific region (13%); Middle East / Africa (6%): and South 
America (2%). 

Company size: Twenty-seven percent (27%) of respondents were 
from large enterprises (annual revenues above US $1 billion); 31% 
were from midsize enterprises (annual revenues between $50 
million and $1 billion); and 42% of respondents were from small 
businesses (annual revenues of $50 million or less). 

Headcount: Forty-five percent (45%) of respondents were from large 
enterprises (headcount greater than 1,000 employees); 28% were 
from midsize enterprises (headcount between 100 and 999 
employees); and 27% of respondents were from small businesses 
(headcount between 1 and 99 employees). 

 

 

 

 

Study Focus 

Responding human capital and 
line of business executives 
completed an online survey 
that included questions 
designed to determine the 
following: 

The degree to which HR 
technology is deployed and 
the performance implications 
of the technology 

The structure and 
effectiveness of existing HR 
and talent management  
implementations 

Current and planned use of 
HCM solutions 

The benefits, if any, that have 
been derived from HCM 
initiatives 

The study aimed to identify 
emerging best practices for 
HCM technology usage, and to 
provide a framework by which 
readers could assess their own 
management capabilities. 
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Table 5: The PACE Framework Key 

Overview 
Aberdeen applies a methodology to benchmark research that evaluates the business pressures, actions, capabilities, 
and enablers (PACE) that indicate corporate behavior in specific business processes. These terms are defined as 
follows:
Pressures — external forces that impact an organization’s market position, competitiveness, or business 
operations (e.g., economic, political and regulatory, technology, changing customer preferences, competitive) 
Actions — the strategic approaches that an organization takes in response to industry pressures (e.g., align the 
corporate business model to leverage industry opportunities, such as product / service strategy, target markets, 
financial strategy, go-to-market, and sales strategy) 
Capabilities — the business process competencies required to execute corporate strategy (e.g., skilled people, 
brand, market positioning, viable products / services, ecosystem partners, financing)
Enablers — the key functionality of technology solutions required to support the organization’s enabling business 
practices (e.g., development platform, applications, network connectivity, user interface, training and support, 
partner interfaces, data cleansing, and management)  

Source: Aberdeen Group, December 2011 

Table 6: The Competitive Framework Key 

Overview 

 

The Aberdeen Competitive Framework defines enterprises 
as falling into one of the following three  levels of practices 
and performance: 
Best-in-Class (20%) — Practices that are the best 
currently being employed and are significantly superior to 
the Industry Average, and result in the top industry 
performance. 
Industry Average (50%) — Practices that represent the 
average or norm, and result in average industry 
performance. 
Laggards (30%) — Practices that are significantly behind 
the average of the industry, and result in below average 
performance. 

In the following categories: 
Process — What is the scope of process 
standardization? What is the efficiency and 
effectiveness of this process? 
Organization — How is your company currently 
organized to manage and optimize this particular 
process? 
Knowledge — What visibility do you have into key 
data and intelligence required to manage this process? 
Technology — What level of automation have you 
used to support this process? How is this automation 
integrated and aligned? 
Performance — What do you measure? How 
frequently? What’s your actual performance? 

Source: Aberdeen Group, December 2011 

Table 7: The Relationship Between PACE and the Competitive Framework 

PACE and the Competitive Framework – How They Interact 
Aberdeen research indicates that companies that identify the most influential pressures and take the most 
transformational and effective actions are most likely to achieve superior performance. The level of competitive 
performance that a company achieves is strongly determined by the PACE choices that they make and how well they 
execute those decisions. 

Source: Aberdeen Group, December 2011 
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Appendix B:  
Related Aberdeen Research 

Related Aberdeen research that forms a companion or reference to this 
report includes: 

The Talent Acquisition Lifecycle: From Sourcing to Onboarding; 
September 2011 

The Engagement / Performance Equation; July 2011 

Assessments 2011: Selecting and Developing for the Future; May 2011 

Onboarding 2011: The Path to Productivity; February 2011 

The 2011 HR Executives Agenda: Automation, Innovation and Growth; 
December 2010 

Information on these and any other Aberdeen publications can be found at 
www.aberdeen.com.  
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