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Strategic Drift:

How HR Plans for Change



Foreword

When it comes to the ways we work and the dynamics of the workplace setting, one thing is certain — the

times are changing. As discovered in ADP Research Institute’s® (ADP RI) 2016 Evolution of Work, changes

are already affecting the way we work. In this white paper, we consider how HR is handling these changes.

Our Evolution of Work research found today’s workforce is in a state of flux. This study took a global look at

workplace trends across 2,000 individuals in 13 countries and uncovered notable trends such as employees

requesting greater freedom in where and when they perform work, their need to find meaning in the

work they perform, and their desire for more independence and self-management. Many agree that these

changes are being driven by millennials who want different things, such as more freedom in their workplace

and a need for personal connection to their work. In addition, technological connectivity and social media in

the workplace are quickly becoming required skills for most companies, not just those in technology fields.

We also know from the ADP Workforce Vitality Index that switching jobs pays, in terms of overall wage

growth for the employee and because frequent changes allow the employee to build an array of valuable

skills. While this is seen as a plus to the individual, this presents a loss of skill and institutional knowledge

for the company and leads to higher costs for training and replacement. As job switching continues to gain

momentum, organizations will need to make changes to lessen the impact of losing highly skilled employees.

New research in Strategic Drift: How HR Plans for Change suggests that, for many organizations, all of

these changes — and especially the speed at which they are being implemented — present an enormous

challenge. Many companies are experiencing a skills shortage, which we believe is caused by a number of

factors, including the transition to a more transient workforce than in previous generations; a lack of training

company employees to take on other tasks and transfer into new positions; and a failure to train younger

staff to replace people when they retire.

HR departments have been keenly focused on their short-term needs to quickly fix this problem. Strategic

Drift: How HR Plans for Change suggests that companies need to take a long-term approach to Strategic

Workforce Planning (SWP) in order to resolve these issues. This includes aligning on what SWP means and

where responsibility for this belongs. In addition, companies will need to change their practices, particularly

by rebuilding HR budgets for training, changing corporate culture to promote from within, and allow flexible

work options. Our findings suggest that companies that have been recently focused on short-term needs

are beginning to see that these bigger challenges require a long-term plan.
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Chief Human Resources Officer



Vice President and Head of
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Executive Summary

U.S. companies are complaining loudly about their staffing problems. They cannot find people with the skills

they need, they lament. And it is very hard to predict staffing requirements when technological disruptions

can lead to rapid changes in markets, business models and the way that individual departments work.

This is where strategic workforce planning (SWP) comes in: How can companies know in advance the skills and

workers they will need, and how can they ensure that they will have the necessary people in place in time?

In April 2016, The Economist Intelligence Unit (EIU) surveyed more than 500 senior executives at U.S.

companies. The research was supported by the ADP Research Institute®. Respondents ranged from very

small to multinational corporations. We asked respondents what SWP means to them; what they are doing to

improve it; where they are experiencing skills and labor shortages; and where they expect such shortages to

arise in the future.

The EIU survey finds that U.S. companies are struggling to meet

their strategic talent needs, and will continue to do so — some

76% of survey respondents say the market for skilled talent will

become tighter. Top talent will become increasingly expensive,

say 69% of respondents, not only in areas such as IT and data

analysis but also in manufacturing and hospitality. Some analysts

say that the problem lies with companies’ failure to train young

staff and offer them experience, leading to skills gaps that they try

to plug through recruitment.

Discovering and retaining high-potential employees will be the

greatest problem faced by employers, according to the research.

Rising staff turnover and job-hopping will be a persistent and

costly headache. To that end, executives see SWP as the solution

and are willing to spend time and money on it.



Discovering

and retaining

high-potential

employees will

be the greatest

problem faced

by employers.



For all the importance attached to SWP, there is little consensus over what it means or

who owns it.

Generally, SWP is seen as the responsibility of senior management (chosen by 58% of respondents) with less

than a third (28%) viewing it as an HR function. The most common response to the talent crisis is to spend

more money on SWP software (37% of respondents).

Yet there is no agreement among survey respondents as to what SWP actually entails. In general, respondents

are fairly evenly split between saying that SWP’s main objective is to avoid skilled people leaving; plan around

future skills requirements; and find new people to plug skills gaps). Indeed, the definition of SWP seems to

vary by company size, with respondents defining it squarely in terms of their immediate HR concerns.
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As companies focus more on developing technology skill sets, there may be a gap in filling

traditional skill sets when employees retire.

It’s no surprise that new technology requires new skill sets. But there are signs that traditional skills are not being

replaced internally, suggesting a failure to train younger staff to replace people when they retire. Unsurprisingly,

most IT sector respondents (88%) expect tighter labor markets as companies scramble to get up to speed on

everything from social media to data analytics. But so, too, do a remarkable 91% of those in manufacturing, an

area where companies seem to be struggling to replace traditional skills when employees retire.

More difficult to explain are the shortages reported in sectors such as manufacturing and construction or,

indeed, a trend toward people continuing to work beyond retirement age — more than one-third (37%) of

survey respondents say their companies continue to employ people past their normal retirement age. Fewer

respondents (29%) expect to continue this practice.



Job-hopping millennials may be reacting to

this lack of training and opportunity to

advance. We found that companies are starting

to recognize this trend and are focusing on

“soft” benefits such as improving culture and

better training to attract and retain staff.

Companies recognize that they must do more to

develop — and retain — internal talent. A large

majority (76%) of respondents say they will do more to

find internal opportunities for employees to prevent

job-hopping, with 72% saying they will invest

significantly in improving their culture, working

environment, training and benefits to retain staff.

Companies will also pay more to attract and keep skilled

talent: some 69% say their company is changing its

pay and benefits policies to fill critical skills gaps, with

72% increasing existing employees’ pay and benefits to

discourage job-hopping.

In this report, we explore what skills gaps companies

face and how they can fill them. We also ask what

younger, so-called ‘millennial’, workers want from their

work and why they have a reputation for job-hopping.

Are they feckless, with little loyalty to their employers?

Or are they actually just looking for career progression

and changing jobs because companies are failing to

give them the training and experience they need? If

that is the case, then companies need to change the

way they work rather than looking to SWP to fill gaps

that might be of their own making.

6
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Written by:



About This Report

Strategic Drift: How HR Plans for Change is an Economist Intelligence Unit report, supported by the

ADP Research Institute. The Economist Intelligence Unit bears sole responsibility for the content of this

report. The findings do not necessarily reflect the views of the sponsor. The report draws on two main

sources for its research and findings:

• A survey that included responses from 502 C-suite respondents in the U.S., evenly distributed

across four geographic regions: the Northeast, the Midwest, the South and the West. Some 11% of

respondents came from companies with fewer than 20 employees, 23% had 20-49 employees, 34%

had 50-499 employees, 21% had 500-999 employees and 13% had more than 1,000 employees.

Respondents came from four functional areas: 10% finance, 41% general management, 39% HR and

10% IT. They held a variety of C-level positions: 40% were CEOs; 10% were CFOs, treasurers or heads

of finance; 40% were CHROs or heads of HR; and 10% were CIOs, CTOs or heads of technology.

• A series of in-depth interviews conducted with senior executives.



Interviewees:

• Peter Cappelli, George W. Taylor Professor of Management, The Wharton School, Director

of Wharton’s Center for Human Resources

• Marc Cecere, VP, Principal Analyst, Forrester Research

• Nicole Cunningham, Head of Recruiting and Employee Experience, Knot Standard

• Stephen DeWitt, CEO, Work Market

• Stacey Harris, VP Research and Analytics, Sierra-Cedar

• Kathryn Minshew, CEO and Co-founder, The Muse

• Regis Mulot, EVP HR, Staples

• Carl Rhodes, CEO, The Human Capital Institute

• David Rodriguez, Global CHRO, Marriott International
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Introduction

Companies are lamenting shortages of individuals with specific skills and the difficulty of predicting staffing

requirements at a time when technological change — and the continuing fallout from the 2008-09 global

financial crisis — can lead to rapid changes in markets, as well as business models and the way that individual

departments work. Companies from retailers to music producers can find themselves being transformed into

technology firms as their operations — and their customers — continue the shift to online. And the mass of

data now available requires departments from risk to human resources to equip themselves to do the highlevel statistical analyses that would have been well beyond their remit a decade ago.

This is where strategic workforce planning (SWP) comes in: How can companies know in advance the skills and

workers they will need, and how can they ensure that they will have the necessary people in place in time?

In this report, we ask companies what they mean by SWP; what they are doing to improve it; where they

are experiencing skills and labor shortages; and where they expect such shortages to arise in the future. Can

they rely on external hiring to fill the gaps or can they do more to retain existing workers and train them for

career progression?



Companies from

retailers to music

producers can

find themselves

being transformed

into technology

firms as their

operations — and

their customers —

continue the shift

to online.
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SECTION 1: Debating a Definition

Companies have always had to plan for their future workforce needs one way or another, but doing

so today has become far more complicated. HR planning is being buffeted by the forces affecting

businesses overall, such as globalization, technological shifts and economic pressure. But companies

have also harmed themselves by slashing their training and retention budgets, leaving them lacking the

knowledge they need.

 his leads to skills gaps, which companies are increasingly desperate to avoid. “Strategic workforce

T

planning” has become a core issue. Indeed, some three-quarters of respondents to an EIU survey

conducted in April 2016 for this report said that strategic workforce planning (SWP) is now considered

critical. That figure rises to 87% in the construction sector and 91% in manufacturing.

However, many of the definitions of SWP are vague. The CIPD, a UK HR association, defines it as “a

process to ensure that the right number of people with the right skills is employed in the right place at

the right time to deliver an organization’s short- and long-term objectives.” The EIU survey finds little

agreement about what that means in practice.

Survey respondents are split fairly evenly between saying the main objectives of their companies’ SWP

is to retain key people to avoid skills gaps (36%); to understand and find the talent they will need in the

future (33%); and to recruit new people to plug skills gaps (33%). A further 25% say managing the cost of

talent is the main objective.



Which of the following are your company’s top strategic objectives

in its strategic workforce planning? (% of respondents)

Retaining key people to

avoid skills gaps

Understanding what talent we will

require in future, and how to find it

Recruiting new qualifiedpeople to

plug skills gaps

Identifying and sourcing

strategicallycritical talent skillsets

Creating the right organizational

structure and processes

Ensuring that our HR strategy aligns

with our overall business strategy

Cultivating the right corporate

values and culture

Managing key-person and

business continuity risks

Managing the cost of talent



36

33

33

32

32

31

28

26

25

Source: Economist Intelligence Unit survey, 2016.
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