Retaining Staff through Talent Management

Introduction

           Retaining skilled or talented staff can be the basis of developing real competitive advantage in your markets; it can also be a complete waste of management effort if your market strategy is not based on the use of rare or scarce skills and is simply used as a ‘mantra’ for progressive HR or employee relations practices.

        The issue of ‘talent management’ was first raised in the mid 90’s (in its current form) through an article in the Harvard Business Review. The ‘War for Talent’ framed a competitive marketplace where those companies that could attract and retain the best ‘talent’ would eventually out-perform their competitors. McKinsey &Co, the strategy consulting business whose people wrote the article went on to develop a whole new line of business in consulting on talent management and developed numerous methodologies and techniques to make it a reality with their clients.  The notion that ‘talent’ should be retained and rewarded was best embodied by two large American corporations: GE and ENRON, both of which were long standing McKinsey clients.  GE’s position on talent is perhaps the most well known though the publicity which was attracted to Jack Welsh, the Charismatic CEO. He ran a system whereby the top 10% of the staff in the company were seen as ‘talent’ and where promoted rapidly and exceptionally well rewarded. The bottom 10% were actively ‘performance managed’ and quickly moved up the rankings (everyone in the company was placed in rank order based on their perceived performance) or were ‘managed out’ of the business. Being ruthless in applying this principle was seen as a way of constantly improving the ‘DNA’ of the organisation. ENRON ran a system very similar to the one at GE – though observers have commented that it was even more ruthlessly applied than the GE model.

        For a number of years the spectacular growth of ENRON and GE, as well as a number of other large corporations employing this model, has encouraged the take up of similar talent management processes in many businesses; however the dramatic collapse of ENRON has created a serious and distinct problem with talent management systems. In fact many commentators have suggested that the use of talent systems was a major contributor to the ENRON collapse. The documented activities of the ENRON ‘talent’ - operating without restraint, encouraged to experiment and be exceptionally entrepreneurial but never having to face the results or consequences of their actions because of the policy of rapidly developing them by constantly moving them to new and bigger challenges, helped to create an organisational culture where charismatic but inexperienced managers could ‘try anything’ and the normal financial and management control systems were rebuilt to tell a good story rather than monitor reality.

          In the aftermath of ENRON, it became clear that many talent systems where selecting their ‘talent’ using criteria that look like:   ‘perception of future potential by bosses’ and ‘I like this person, so he must be good’ rather than on criteria which is based on real underlying performance and this tended to select people who had very good interpersonal and verbal skills, but not necessarily those who were doing the best job. Interestingly, one development out of this is the potential launch of a number of ‘class action’ law suites in the USA by people who were in the bottom 10% of talent systems who now feel they have been unfairly treated by their company through the systematic use of ‘unfair systems of performance management’.

So what Now?

The clear lessons from ‘the war for talent’ saga are:

· Retaining talented staff is not a panacea – the strategy of the business may genuinely not need talent except in a few key roles.  Let your business strategy determine your retention programmes. You need to be very clear why you need to retain people – it may be for many reasons in addition to simply being ‘talented’

· Talent does not equal good interpersonal and verbal skills – being good at forming relationships and self promotion does not necessarily mean you can do a good job

· Talent does not equal potential – ‘potential’ is taking a bet on the future and as any good bookmaker will tell you, always manage your risk! The issue is getting the balance right between talent, experience and skills

· Performance Management should not rely on perception data – Fact and reality based assessment should determine performance management outcomes

General Principles That Drive Staff Retention

Be clear about what you are trying to achieve 

· What are your organisation's goals? 

· How do they relate to the need for staff retention? 

· Can you build a case for longer serving staff creating more value?

· Specifically – who do you want to retain? – and how will that affect achievement of the organisations goals? 

Communication creates Commitment 

· Do you have a compelling vision for staff? 

· Regular communication is a vital precursor to staff believing they are involved in the organisation. 

· Are your people aware of the organisation's goals and how their personal performance goals contribute? 

· Communicate all changes whether large or small, good or bad. 

Involvement creates Commitment

· People increase their effort and motivation when they believe they are involved and can affect the shape of events (and goals and targets etc)

· In organisations which rely on the commitment and effort of staff (rather than just the time they spend at work) then ‘consulting’ and ‘involving’ are much more strongly correlated with higher levels of productivity than ‘telling’ or ‘selling’.

Recognition creates Motivation

· Motivation to put more effort into future work increases when a person is recognised as having done a good job in the immediate past. Being seen as ‘having made a difference’ makes people try harder!
Trust creates Satisfaction

· A recent survey by IRS Employment Review (August 2002) highlighted that trust is an important factor in the workplace, with 70 per cent of respondents citing relationships with line managers or supervisors as key.

· A similar study found that ‘having friends at work’ was highly correlated with increased job satisfaction

· Strong, trust based relationships at work appear to be a primary factor in people being satisfied with work and indicating that they wish to remain in the organisation

Coaching creates Retention

· Recent research (2000-1) at London Business School is currently suggesting that in commitment and knowledge based businesses, the use of coaching by managers has a potentially causal link to greater satisfaction and productivity of their staff and that staff will remain in the organisation longer as a result 

Regularly measure and review performance 

· Appraisal systems and performance management tools provide a valuable framework with which to nurture and coach staff. They allow management to tell individual members of staff that their contribution is appreciated and that their longer-term prospects for the organisation are recognised.

Extend the possibilities of training

· An interesting American study has found that simply having the option of participating in training is related to an increase in staff satisfaction – even if the individuals don’t actually want the training!

· Its not just volume of training, but also ensuring that training can be flexibly delivered e.g. through open or e-learning, not just courses – to suite the lifestyle of the participants

Stress management 

· Employers need to be aware of workplace stress. People who are stressed at work are more likely to fall sick, perform poorly or leave. Encourage a culture of openness where concerns can be openly expressed. 

· The UK audit commission surveyed former public sector workers to find out why people left the sector and found that stress was the biggest single factor. Sixty-five per cent of leavers surveyed by the commission said that having too much work was an important reason for leaving. Insufficient resources were also cited as leading to unmanageable workloads.

Flexibility of reward and benefits
· Consider employees individually. The ability to match benefits to lifestyle, for example in holidays, car choices, childcare, healthcare etc is a key lever in creating a sense of involvement and a perception of trust in the organisation

Flexible working 

· More workers want to strike a balance between their personal and professional lives. This can be used as a great motivator and boost productivity and efficiency. 
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