
Driving HR Strategy:
Top 6 reasons behind the rapid adoption of 
talent management software

White Paper

Today’s business climate has forced a shift in the role HR plays — from 
administrative support to strategic leader of an organization’s greatest asset, 
its people. Learn about the key drivers behind the shift and the vital role talent 
management systems are playing in supporting HR’s transformation.
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Introduction
The industry research is clear; talent management software is the fastest growing 
segment of the Human Capital Management market. This paper aims to explain 
why it has become so popular — and why organizations like yours are deploying 
talent management software suites at record rates. While research tells us “how fast” 
the talent management software market is growing, this white paper explains the 
drivers behind this growth. It also explores why talent management has become a 
strategic imperative that underpins your organization’s ability to achieve its overall 
objectives and ultimately improve organizational performance. It covers the  
top 6 reasons why talent management is an important investment for your  
organization today.

The popularity and growth of talent management software

Bersin by Deloitte says the market grew by around 20 percent in 2012 and 
expects 22 percent growth in 2012, estimating the entire segment to reach 
over $4 billion. They define talent management software as including: 
recruiting, performance and succession management, compensation 
management, and learning management. 

In their Competitive Landscape: New Opportunities and Imperatives Share the 
Talent Management Software Market report, Gartner estimates that talent 
management software will be a $3.3 billion opportunity in 2013. They state 
that most revenue will come from large enterprises, but a largely  
untapped opportunity is emerging from domestic/regional and  
global mid-size organizations.

TechNavio’s analysts forecast the global talent management software 
market to grow at a CAGR of 12.5 percent over the period between 
2011–2015.

Talent management software 
is the fastest growing 

segment of the Human 
Capital Management market.

http://www.bersin.com/blog/post/The-2013-Talent-Management-Systems-Market-Explosive-Growth-and-Change.aspx
http://www.technavio.com/content/global-talent-management-software-market-2011-2015
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Why should HR care?
Good question! The diagram below paints a compelling story of the business 
drivers for talent management systems in companies of all sizes, around the globe.

Boards are demanding 
succession/talent plans and 
workforce analytics Need to ‘secure’ top talent

Need strategic HR focus

HR needs automated systems

ROI from talent 
management systems 
$$/time savings
Aligned workforce
Better corporate performance

Workforce is changing
Boomers, Gen X, Gen Y
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Reason 1:
Boards are demanding succession/talent plans and  
workforce analytics

The needs for company-wide succession planning and workforce analytics are two 
very strategic areas that are fueling the demand for talent management software.

It’s no wonder why.

Since Sarbanes-Oxley, CEO succession has become a major concern. With an 
estimated 1 in 5 Fortune 500 senior executives eligible for retirement now, the need 
for effective succession planning is paramount. 

PwC’s 2012 Annual Global CEO Survey showed that developing a strong leadership 
pipeline was the highest priority for CEOs, and remains a key priority in 2013. 
To address this, some CEOs are “devolving power more widely to make their 
organisations more agile and responsive. Although only 31 percent encourage all 
their staff to get involved in strategic planning, 79 percent include managers below 
board level in such decisions as part of the process of developing their leadership 
pipelines. And most CEOs think it’s the best way of nurturing their successors” 
though the degree to which they do this varies by region and culture.

Organizations who believe they have succession planning covered because they have 
identified a replacement for each senior leader on their org chart, are short sighted. 

In organizations of all sizes, the need for company-wide succession planning is 
increasingly critical, going beyond determining who is next in line to step into the 
executive suite. 

As succession expert William Rothwell writes in a recent PennState newsletter:

“50 percent of the entire workforce of the U.S. government is retirement eligible; high 
percentages of schoolteachers and college professors are over age 50; and many 
healthcare workers are over age 50. After years of cost cutting (and staff cuts) in all 
sectors of the economy, those prepared to take their places are few and far between…

Nor is the aging workforce an issue limited to the U.S. alone. All the countries involved 
in World War II face the same challenge. Even China, the most populous nation on 
earth, faces an aging workforce that may lead to labor shortages in the future.”

Companies who do not address these issues are finding themselves ensnared in an 
endless recruiting cycle, which is not only costly, but also impacts productivity and 
employee engagement.

The most recent thinking on succession planning is focused around developing 
talent pools — which involves identifying and developing high potential, high 
performing employees across all key functions in the organization, rather than 

Boards are demanding 
succession/talent plans and 
workforce analytics

http://www.ed.psu.edu/educ/news/news-items-folder/succession-planning
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merely naming a few of them as potential executive replacements. In this model, 
high-potential employees are placed in talent pools and then prepared, through 
various means, for possible advancement. The talent-pool approach has become 
the best-practice for succession planning because it allows organizations to 
establish a large number of employees who are preparing for promotion. This 
makes the employees more likely to stay loyal and aligns their skills with the 
organization’s strategic plan. The organization commits to helping these individuals 
prepare to take on greater responsibilities, and monitors their performance and 
growth as they meet new challenges.

As Wharton School of Business Professor Peter Capelli asserts in his book Talent on 
Demand, failing to manage your company’s talent pool is “equivalent to failing to 
manage your supply chain.” 

Boards are increasingly looking to HR to provide analytical data on everything from 
retention to skill gaps, and talent plans that align with strategic plans. They want 
to ensure their companies have the talent and skills they need to achieve their 
strategic goals. 

Reason 2:
There’s a need to secure top talent now

According to PWC’s 2013 Annual Global CEO Survey, 58 percent of CEOs globally 
are concerned about the availability of key skills, seeing it as a threat to their 
organization’s growth. They report that over the next three years, 61 percent of 
CEOs plan to invest more in creating a skilled workforce. 

In 2012, Manpower Group, one of the world’s largest temporary workers agencies, 
surveyed 38 000 companies in 41 countries and territories and found that:

•	 33 percent said they were unable to find workers they needed (an increase 
of 4 percent over 2009, but below the 41 percent reported in 2007).

•	 The largest shortages, 45 percent, are being felt in Asia where economies 
have been fairly resilient.

•	 In the Americas, 41 percent said they struggled to find the right workers (up 
from 37 percent in 2011 and 34 percent in 2010).

•	 25 percent of employers in Europe, the Middle East and Africa reported  
labor shortages.

The top four areas most in demand include: skilled trades; mechanical, electrical 
and civil engineers; sales representatives; and technicians.  

Statistics on the growing global labor shortage are not news to most. 

Need to ‘secure’ top talent

http://www.manpowergroup.us/campaigns/talent-shortage-2012/pdf/2012_Talent_Shortage_Survey_Results_US_FINALFINAL.pdf
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In the U.S., between 2010 and 2020:

•	 The civilian non-institutional population ages 16 and older is projected to 
grow by 25.2 million, or about 1.0 percent per year. 

•	 As the baby-boom generation ages, the population will also shift to older 
age groups, with those aged 55 and older projected to increase their  
share of the population from 31.4 percent to 36.6 percent through the 
projections period.

•	 Because older people are less likely to be part of the labor force, the labor force 
will increase by only 10.5 million, or 0.7 percent per year, over the same decade.

•	 In 2013, more than 3.5 million Americans will turn 65.

•	 The number of people joining the ranks of the elderly will keep increasing, 
at least for the next 20 years, as more and more baby boomers hit their 60s, 
70s, and 80s.

•	 By 2030, 72 million Americans will be over the age of 65, up from 40 million 
in 2010.

•	 It’s estimated that baby boomers are retiring at the rate of 10 000 per day.

Many HR leaders are already experiencing the effects of the talent shortfall at their 
companies. A shortage of experienced accounting and finance professionals, for 
example, continues to affect employers globally. Robert Half’s 2010 Global Financial 
Employment Monitor reports that “employers continue to have difficulty finding the 
talent they need — a challenge that appears to be increasing gradually.” More than 
half the respondents around the world reported having difficulty finding skilled job 
candidates in several key areas.

The skilled labor shortage problem is compounded by the fact that retiring workers 
are typically in experienced management or technically complex positions, and the 
pool of workers immediately following them is much smaller.

Add to this the expense of replacing those who leave or retire. 

Consider statistics from the American Management Association: they estimate that 
the costs associated with losing an employee and hiring and training a new one can 
vary between 25 and 200 percent of annual compensation (the higher the position 
the higher the cost). 

Without a plan of action in place, the loss of experience, continuity and “corporate 
memory” can be severely costly and damaging. 

Many HR leaders are already 
experiencing the effects  
of the talent shortfall at  

their companies.

http://www.roberthalf.com/External_Sites/.../RHALF-US/.../RHI_GFEM_2010.pdf
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The ability to attract and retain skilled employees is critical to your organization’s 
survival, let alone its success. The right talent management software can provide 
you with a consistent, valuable and easy means to help increase employee 
satisfaction and engagement, and in turn, drive retention of top talent, because it:

•	 Allows managers to give employees meaningful feedback on a regular basis. 

•	 Enables you to align organizational and individual goals so that employees 
see how their work matters to the organization.

•	 Ensures you can reward and recognize employees in a fair and consistent way.

•	 Supports employee development and career progression.

•	 Helps you identify top performers and provide them with appropriate 
rewards and development opportunities.

•	 Identifies organizational skill gaps or shortages so you can address them 
before they become critical.

Reason 3:
Keeping the changing workforce engaged — a new strategy  
is required

A demographic shift is taking place in our workforce that is profoundly affecting 
talent management practices. As the majority of the current workforce ages and 
Baby Boomers begin to move into retirement, Generation Y (or Millennials) have 
entered the workforce. This group is estimated to be at least as large, if not larger 
than the Baby Boomers. In the U.S. in 2012, Millennials made up approximately  
44.4 percent of the workforce, while their Gen X counterparts made up a mere  
6.6 percent of the workforce. And in 2013 that proportion is expected to rise to  
47 percent.

Managing this new generation of workers requires the integration of Gen Y workplace 
priorities into corporate cultures. A report by New Strategist Publications The 
Millennials: Americans Born 1977 to 1994, confirms their expectations as workers. 

Gen Y, as a group, has grown up being told they can do anything, and having access 
to technology that provides them with immediate answers. They need to know 
that what they do matters, and expect to be compensated and valued for their 
contributions. Millennials’ desire to advance quickly and their demands for real-
time ongoing feedback in the work environment are important considerations for 
managing talent and planning for succession.

Workforce is changing
Boomers, Gen X, Gen Y
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Bruce Tulgan, author of several books on managing Millennials, suggests:

•	 Give them frequent, meaningful feedback. This ongoing dialog tells them 
what they are doing well and how they can improve. Annual performance 
reviews are not sufficient.

•	 Ensure that rewards and recognition are tied to performance.

•	 Provide coaching and development to help them meet their high 
performance expectations and support their desire for career advancement.

Millennials are also the most education-oriented generation in history. They 
expect ongoing development opportunities and training as part of their work 
life. The ability to create their own development and career paths gives them a 
sense of control, and provides them with a realistic picture of their progress with 
your company. It is also important to note, that these newer employees expect 
transparent and speedy HR processes and will vote with their feet in case of 
disappointment.

As Mercer tells us: “This generation has a very different view of work and, therefore, 
of loyalty. They see work as a mutual beneficial exchange with their employer and, 
when it’s no longer working for them, they plan to move on. There is no strong 
sense of allegiance to the organization or expectation of long-term employment. 
Their allegiance is primarily to themselves and their careers, and that has major 
implications for how employers manage this youngest segment of their workforce.”

These requirements make it all the more important for your organization to 
have tools and systems that automate talent management processes and create 
efficiencies in providing ongoing feedback, development plans and goal alignment. 

Reason 4:
Companies need HR to play a more strategic role

Succession planning, talent retention, managing the generations… With issues 
such as these around human capital and talent taking up so much of today’s 
business headlines, the role of HR has never been more relevant. 

Increasingly, HR leaders are being called upon to work with their CEO, board, 
and other business leaders to help their organizations achieve corporate goals 
by strategically addressing the associated talent challenges. Having actionable 
intelligence around employee performance, development and talent, becomes a 
critical enabler. 

Need strategic HR focus
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For the past 25 years, Ross School of Business at the University of Michigan 
professors Dave Ulrich and Wayne Brockbank have explored the question: “What 
knowledge and abilities are necessary for successful HR professionals?” This 
research has been uniquely influential in shaping the HR profession. In 2012, they 
identified the following key competencies for HR:

•	 Strategic positioners who understand evolving business contexts, stakeholder 
expectations, and business requirements and translate them into talent, 
culture, and leadership actions 

•	 Credible activists who build relationships of trust and have a clear point of 
view about how to build business performance

•	 Capability builders who define, audit, and create organization capabilities 
required for sustainable organizational success

•	 Change champions who initiate and sustain change at the individual, 
initiative, and institutional levels

•	 HR innovators and integrators who look for new ways to do HR practices and 
integrate those separate practices to deliver business solutions

•	 Technology proponents who use technology for efficiency, to connect 
employees, and to leverage new communication channels, e.g., social media.

“We can empirically show that when HR professionals demonstrate these six 
competencies, they are seen as personally effective and they impact business 
performance” says Brockbank.

To make a strategic contribution to their organizations, HR professionals need to be 
able to answer questions like:

•	 What workforce gaps exist that will impede the organization’s ability to 
achieve its strategy and goals, and how are these being addressed?

•	 What skill gaps exist and in which parts of the organization? 

•	 What skills will the organization need to develop or acquire over the next 
5 years in order to achieve its mission and goals, and how can it develop or 
acquire them?

•	 Where do organizational performance gaps exists and why? 

•	 Who are the high-potential employees and what steps are being taken to 
develop and retain them? 

•	 Which employees are at risk of leaving and what plans are in place to 
mitigate this risk?

Unfortunately for most companies, the information that would allow HR to answer 
these strategic questions is inaccessible. It is sporadically gathered on paper 
appraisal forms and filed away, or known anecdotally by managers; HR has no way 
to aggregate and analyze the data. Without this data available online, they also 
can’t easily see or deal with exceptions. As a result, HR is relegated to being reactive 
rather than proactive. 

What knowledge and 
abilities are necessary for 

successful HR professionals?

http://rbl.net/index.php/news/detail/the-rbl-group-announces-the-results-of-the-2012-hr-competency-study
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Yet a recent IBM study found that 73 percent of CEOs are making significant 
investments to draw insights into available data, and 70 percent cite human capital 
as the single biggest contributor to sustained economic value.

And in their Global Human Capital Study 2008, IBM maintained: “If the workforce is 
truly to be valued as an asset, much like financial capital or brand equity, the entire 
C-suite, not just HR, will need more robust and accessible information about current 
and future talent needs, employee productivity and resource availability.” That 
statement is as true today as it was then.

A company’s ability to achieve its goals is entirely dependent on the quality of its 
people and its ability to effectively manage them. Effective talent management 
is ultimately the key to all corporate success. The administrative burden of paper-
based appraisals, inconsistent processes, and lack of data insight into performance 
undermines HR’s role as a strategic corporate contributor. Tools like employee 
performance management software, automated pay-for-performance, best 
practices succession planning, learning management systems and recruiting 
management systems that are completely integrated and offer real insight into 
employee performance can fill the information gap for HR, and help provide the 
keys to the boardroom.

Reason 5:
HR needs automated talent management processes 

As HR plays a more strategic role that requires workforce analytics, they need to 
move their talent management processes to the cloud, not only to gain access 
to strategic data, but to free them from the administrative burden they currently 
carry. Automation of talent management processes is the first step HR must take to 
enable them to play the vital strategic role their organizations need.

HR, and organizations overall, need access to critical data on competencies, goal 
progress and alignment, employee development, retention risks, and more to be 
able to harness the power of their workforce and manage both current and future 
talent needs — data they just can’t get from manual, paper-based processes.

The HR department has traditionally been relatively underserved in terms of 
devoted IT resources and budget. A talent management solution should address 
the human resources department’s unique requirements for simplicity and ease of 
use, and be self-administered and flexible so that it can be owned by HR, not IT. To 
be successful, HR requires the ability to rapidly implement and deploy the software, 
processes and forms, without stretching IT resources.

HR needs 
automated systems

http://www.ibm.com/services/us/en/c-suite/ceostudy2012/
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Simplicity and ease of use ensure a higher rate of acceptance and employee 
engagement with the system. Employees — younger workers in particular — are 
prepared to embrace technology as an enabler, facilitating both the process and 
data capture. But they have little patience for awkward, difficult to use or poorly 
integrated systems.

Some companies still consider developing their own in-house solution, but 
home-grown systems rarely match the ROI delivered by current cloud-based SaaS 
applications available on the market. Companies must consider whether they want/
need the development and maintenance of talent management applications to be 
a core skill. They must also consider whether they have the expertise to automate 
HR best practices both today and tomorrow, as well as the time to wait for the 
development and testing of home-grown applications. Commercially available, 
cloud-based, SaaS talent management applications can be implemented in a 
matter of weeks.

Many HR groups have addressed their varied talent management needs with 
individual, point solutions from a host of different vendors. The result is often a 
hodge-podge of systems that are not fully integrated. Performance management 
forms the cornerstone of all talent management activities. It must therefore be 
closely integrated with other modules in order for HR and management to reap the 
benefits of data aggregation and analytics. Only with full and seamless integration 
can HR effectively attract, identify, reward, develop and retain top performers and 
manage their workforce to support corporate strategic goals.

Reason 6: 
ROI from talent management systems 

Automating talent management functions not only saves time for HR and management, 
but can deliver a rapid payback in terms of return on investment. Impressive ROI in turn 
provides additional strategic value to HR leaders and their companies. 

A straightforward method of calculating ROI for this type of investment involves: 

1. Calculating the cost of the way things like performance appraisals, 
compensation adjustments, succession and learning management are 
done currently.

2. Estimating the cost of completing these functions using the a cloud-based 
talent management system.

3. Calculating the cost difference between the two approaches. 

4. Dividing that by the software licensing and implementation costs. 

ROI from talent
management systems 
$$/time savings
Aligned workforce
Better corporate performance
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However, you may also want to factor in some other “soft” costs and savings, which 
are a bit harder to quantify. In addition to time and cost savings, a cloud-based 
talent management system can help your organization: 

•	 Improve the quality and consistency of feedback employees receive, 
resulting in improved performance 

•	 Improve goal and workforce alignment, driving better corporate results 

•	 Provide more comprehensive and effective employee development 
planning, resulting in improved performance 

•	 Increase employee satisfaction 

•	 Increase employee retention 

If any of these areas present challenges to your organization today, or if you have 
key corporate goals to address any of them, it would be wise to estimate the 
savings related to improvements. For example, increasing employee retention 
can save you in recruiting and onboarding costs; reducing turnover, by even a few 
employees a year, can amount to significant savings.

Here is just a sampling of the savings some of Halogen Software’s customers have 
realized by moving their talent management processes to the cloud. 

Company Savings
Amcor Sunclipse Saved $300 000 

Aramco Saved 120 hours of administrative time 

Black River Memorial Hospital Increased operating margin from below 1% to  

 9.6% in 3 years

Cabell Huntington Hospital Saved $50 000 

Carhartt 120% ROI; cut manager time by 35-50%

CentraState Healthcare System Saved 575 hours for managers alone

Clark Nuber Saved 130 to 170 hours

Douglas County School District Saved $10 000 for HR alone

Howard Regional Health 164% ROI over 3 years; cut managers’ time by 50%

King’s Daughters Medical Center Cut 30 to 45 days off Joint Commission requirements

Peterson Sullivan Saved $18 750 in first year

South Bend Medical Foundation 200% ROI over 3 years

SunRype Saved $85 000 in the first year

UW Credit Union Reduced HR time from 120 to 20 hours per year;  

 decreased manager time by more than 60%

WHPacific Saved $100 000 each year

You may also want to factor 
in some other “soft” costs 

and savings, which are a bit 
harder to quantify.
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When the right solution is implemented and used throughout the organization it 
can lead to a more aligned workforce and better corporate performance. Industry 
research supports this. 

•	 McKinsey: companies with strong talent practices outperformed their peer 
group, earning 22 percent higher shareholder returns.

•	 Watson Wyatt: good people practices can increase a company’s value by as 
much as 30 percent.

•	 Russell Investments: firms on the Fortune “100 Best Companies to Work for” 
list outperform the S&P 500 and the Russell 3000 by as much as 10 percent.

•	 Stanford professors O’Reilly and Pfeffer: a change of one standard deviation 
in an index of human resource management practices produced increases of 
$20 000 to $40 000 in stock market value per employee.

•	 IBM Institute for Business Value: companies of all sizes who invest in talent 
management practices outperform their industry peers.

•	 Jackson Leadership Systems: “organizations that have strategically aligned 
talent management, succession planning and executive development 
systems have significantly higher financial performance than those firms 
that do not.”

When the right solution 
is implemented and used 

throughout the organization 
it can lead to a more aligned 

workforce and better 
corporate performance.
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About Halogen Software

Halogen Software is recognized as a market leader by industry analysts and is 
strongly endorsed by the thousands of HR professionals who use their talent 
management solutions. With an organically built, complete suite of web-based 
products that automate, simplify and integrate performance appraisals, 360 degree 
feedback, compensation management, succession planning, job descriptions, 
learning management and recruiting,  Halogen’s cost-effective offering makes 
talent management best-practices and technology innovation accessible to 
companies of all sizes, helping them realize significant return on their investment. 

Conclusion
Regardless of the product or service your organization delivers, ultimately your 
company’s ability to achieve its greatest results is based on its people — their 
productivity, their motivation, and the alignment of their day to day efforts with  
the organization’s strategic objectives. The right talent management software  
can help ensure:

1. HR is addressing board and executive requirements for talent and 
succession planning, and workforce analytics.

2. Your company is securing and retaining top talent.

3. Your company provides employees of all generations with ongoing 
feedback, meaningful goals that are aligned with the organization’s 
strategy, professional and career development opportunities, and 
performance-based rewards to meet their various and differing needs.

4. HR has the strategic talent management data it needs to support 
organizational goals and decision making.

5. HR’s administrative burden is relieved so they have time to focus on more 
strategic activities and analysis.

6. You see a positive and rapid return on your company’s investment. 

7. Your HR team can support the organization’s strategic plan with an aligned 
talent plan.

Ultimately your company’s 
ability to achieve its greatest 
results is based on its people.


