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Introduction/Overview
Nearly every company, regardless of size, practices some 
form of Talent Management. It may be a loose policy 
backed up by a few papers and forms or it may be a fully 
integrated strategy automated by commercial solutions. In 
either case, companies are striving to get the most out of 
their employees while retaining those employees who are 
most valuable to driving the success of the organization. 
When it comes to Talent Management, these companies 
are doing the best with what they have and many feel they 
are doing a good job. Some of these companies really are 
managing their talent well. But others are not and they 
are unwilling to admit where their practices fall short. 

In a recent study by the ADP Research Institute, a special-
ized group within ADP that conducts studies on current 
topics of interest to HR and payroll professionals, HR 
decision-makers in 600 companies were asked to:

•	 judge themselves on how well they are doing in  
	 Talent Management compared to their peers; and 

•	 respond to a series of questions regarding the  
	 effectiveness of their Talent Management processes. 

Seventy-five percent of HR decision-makers in companies 
with 500 or more employees think that their companies 
are on par with or better than their peers in terms of 
Talent Management maturity and 48 percent of those in 
companies with 5,000 or more employees believe that they 
are either ahead of industry peers or best in class. How-
ever, when asked about the Talent Management processes 
they have in place to support these high opinions, these 
decision-makers often rate themselves lower. How can 
key HR decision-makers perceive their Talent Manage-
ment to be top-notch without believing their supporting 
strategies and processes to be equally good? 

This document will discuss some of the seeming contra-
dictions between the perceptions and realities of Talent 
Management in companies that may be just like yours.

Detailed Findings
1. OVERALL TALENT MANAGEMENT  
MATURITY RATING 

Survey respondents were asked to rate their organiza-
tion’s overall maturity in the Talent Management area. For 
clarification purposes, the survey describes a “mature” 
company as one that has strategic objectives for each of 
the functional areas within Talent Management (employee 
recruiting, performance management, employee develop-
ment/training, succession planning, and compensation 
management) and has tools/resources in place to support 
those strategies. 

A third of key HR decision-makers in large U.S. enter-
prises (those with 500 or more U.S. employees) rate their 
enterprise as “best in class” or “ahead of industry peers” 
when it comes to overall maturity in the Talent Manage-
ment area, and another 40 percent say they are “on par 
with” their industry peers. Only one in four actually says 
they are “competent but behind industry peers” in this 
area. Respondents in the largest enterprises (those with 
5,000+ employees) are the most positive about their level 
of maturity: half rate themselves as best in class or ahead 
of their peers.

While 75 percent of respondents rate themselves on par 
with or above their peers in overall Talent Management 
maturity, other findings in this study reveal that only 
46 percent actually benchmark their Key Performance 
Indicators (KPIs) against other companies. If companies 
are not benchmarking KPIs against other companies, how 
can they really know how their overall Talent Management 
maturity stacks up against that of their peers?
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2. USE OF PERFORMANCE METRICS IN TALENT 
MANAGEMENT 

Virtually all large enterprises surveyed —95 percent —use 
KPIs (also referred to in the survey as performance met-
rics) in at least one of the five Talent Management areas. 
This holds true for companies of all sizes (those with 
500-999, 1,000-4,999, and 5,000+ total U.S. employees) 
that participated in the study. These companies are most 
likely to use KPIs in the areas of Learning, Performance, 
and Compensation, and are least likely to use them in 
Recruitment and Succession. However, even in the areas 
of Recruitment and Succession, most companies still use 
KPIs. The largest enterprises (those with 5,000+ 

Figure 1: Talent Management Maturity Rating

employees) are the most likely to use KPIs in all five Talent 
Management areas (89 percent do versus 71-77 percent of 
smaller enterprises).

While almost all companies in this study use KPIs, no 
more than a third of HR decision-makers rate their use of 
KPIs as “best in class” or “ahead of industry peers;” most 
say they are “on par with” or “behind” other companies 
in their industry. Respondents in the largest enterprises 
(those with 5,000+ employees) are most likely to give high 
ratings to their use of KPIs. These findings indicate that 
many companies see opportunities for improvement in 
the area of performance metrics for measuring Talent 
Management effectiveness.

Figure 2: Use of Performance Metrics in Talent Management

Best in class/industry

Ahead of industry peers

On par with industry peers

Competent but behind industry peers

Base: Total (602 respondents)

Q. How would you rate your company’s/organization’s overall maturity in the Talent Management area?

Base: Total (602 respondents)

Q. How effectively does your company/organization use performance metrics (sometimes called Key Performance Indicators or KPIs) to measure how well you 
manage each functional area above?

Employee Development/Learning

Performance Management

Recruitment

Succession Planning

Compensation Management

92%

92%

86%

81%

91%

Gave a rating  
(Definitely use metrics)

All 5 areas 76%

8%
25%

39%

27%

35% (5,000+ employees: 48%)
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3. EXISTENCE OF FORMAL TALENT 
MANAGEMENT STRATEGY

Just over half (58 percent) of key HR decision-makers in 
the study universe (enterprises with 500+ employees) say 
they have a formal, strategic Talent Management plan 
with articulated goals for sourcing, attracting, selecting, 
training, developing, retaining, promoting and moving 
employees through their organization. Their strategies are 
most likely to address employee development, perfor-
mance, and recruitment, and are less likely to address 
compensation and succession. Only 38 percent of enter-
prises have strategies that address all five areas of talent 
management. The largest enterprises are the most likely 
to have strategic plans that address all five areas.

If, as the findings show, 42 percent of the companies sur-
veyed don’t have a formal Talent Management strategy in 
place, one is left to wonder how they can effectively mea-
sure the performance of their overall Talent Management 
strategy. In addition, since only 38 percent of companies 
have strategic plans that address all five areas of Talent 
Management and 75 percent of respondents rate them-
selves on par with or above their peers in overall Talent 
Management maturity, then most HR decision-makers in 
the study must think that Talent Management strategies 
that do not address all five areas are an acceptable  
status quo.

Figure 3

Enterprise Has a Talent Management Strategy 	             Areas Included in Talent Management Strategy

Base: Total (602 respondents)

Q. Does your company/organization have a Talent Management strategy, 
that is, do you have a formal strategic plan with articulated goals for 
sourcing, attracting, selecting, training, developing, retaining, promoting 
and moving employees through your organization?

Total

500–999 
employees

1,000–4,999 
employees

5,000+  
employees

Development/
Learning

Performance  
Management

Recruitment

Compensation  
Management 

Succession  
Planning

All 5 Areas

Base: Have a Talent Management strategy (58% – 400 respondents)

Q. Which of the following functional areas are included in your Talent 
Management strategy?

                                              88%

                                           85%

                                          84%

                     61%

                    60%

38%

   58%

55%

  57%

                       82%
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5. EFFECTIVENESS OF KPIS IN MEASURING 
PROGRESS ON STRATEGIC GOALS IN TALENT 
MANAGEMENT 

Only a third of key HR decision-makers in enterprises that 
have a Talent Management strategy and use KPIs in the 
Talent Management area think their KPIs are very effec-
tive in measuring progress on their strategic talent goals. 
While respondents in the largest enterprises (those with 
5,000+ employees) are the most positive about their KPI 
effectiveness, still only half of those respondents give their 
KPI high marks in this area.

4. ALIGNMENT BETWEEN TALENT MANAGEMENT 
STRATEGIC GOALS & COMPANY’S OVERALL 
BUSINESS OBJECTIVES 

While approximately half of the enterprises have a Talent 
Management strategy in place, only 12 percent of compa-
nies claim to have complete alignment between their  

Talent Management strategic goals and their organiza-
tion’s overall business objectives (although another  
40% feel they are “pretty closely” aligned). Even in the 
largest companies (5,000+ employees) that have a Talent 
Management strategy in place, only 20% report complete 
alignment. 

Figure 4: Alignment Between Talent Management Strategic Goals & Company’s Overall Business Objectives

However, while fifty-two percent of companies surveyed 
believe that their talent management strategies are pretty 
closely or completely aligned with their overall business 
objectives, that might be viewed as optimistic. The results 
of another survey question found that only 32% of respon-
dents state that their KPIs for measuring progress against 
strategic goals are very/extremely effective. As progress 
against strategic goals is a key component of how success-
ful alignment would be measured, that seems to indicate a 
contradiction: how can 52% of respondents feel moderately 
to very confident in their alignment if only 32% feel they 
have solid visibility into the success of their goals?

Base: Have a Talent Management strategy (58% – 400 respondents)

Q. How closely aligned are your strategic goals in Talent Management with the overall business objectives of your company/organization?

12%
2%

9%

37%
40%

52% (5,000+ employees: 70%)

Completely aligned

Pretty closely aligned

Moderately aligned

Not very aligned

Not sure

Note: Not at all aligned = 0%
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Figure 5: Effectiveness of KPIs in Measuring Progress on Strategic Goals in Talent Management

6. USE OF KPIS THAT ADDRESS MULTIPLE 
TALENT MANAGEMENT AREAS

Four in ten enterprises that currently employ any Tal-
ent Management performance metrics utilize KPIs that 
address more than one Talent area (average number of 
these KPIs used = 8). The largest companies (those with 
5,000+ employees) are especially likely to use multiple 
KPIs that span more than one area of Talent Management. 
If companies use KPIs that address multiple Talent areas, 

they are most likely to utilize the metrics to measure 
progress in the Performance area.

Given that only 39 percent of surveyed companies use 
KPIs that address more than one Talent area, one must 
question how they can have a solid and comprehensive 
understanding of the state of Talent Management within 
their organizations. How can they assess progress toward 
strategic Talent Management goals if they cannot see how 
one area affects the others? 

Use of KPIs that Address Multiple Talent  
Management Areas

Extremely effective

Very effective

Somewhat effective

Not very effective

Not sure

Note: Not at all effective = <.05%

Base: Have a Talent Management strategy and use KPIs (57% – 396 respondents)

Q. You indicated that you have a Talent Management strategy in your company/organization. How effectively do the performance metrics (KPIs) that you use in Talent 
Management measure progress on the strategic goals that you have set?

4%
2%

14%

52%

28%

Q. Do you use only performance metrics (KPIs) that address more than 
one of the five areas within Talent Management (recruiting, performance, 
development, succession, compensation)?

Q. How many performance metrics do you use that address multiple areas 
within Talent Management? If you’re not sure, please write in your best 
estimate. 

Average 
# used

8

7

7

10

32% (5,000+ employees: 47%)

Total

500–999 employees

1,000–4,999 employees

5,000+ employees

        39%

         40%

  33%

                   57%

Figure 6

Which KPIs Are Used To Address Multiple Talent  
Management Areas

Mentioned any (Grand Net)

Performance Management (Net)

Performance  reviews

Financial  performance/results

Talent/skill evaluations

Productivity/achievements

Teamwork/leadership/morale

Employee development (Net)

Education

Training

Staff development

Retention (Net)

Recruitment/hiring (Net)

Compensation Management (Net)

Succession planning  (Net)

Not sure/refused

                                                                         58%

                                                 40%

                   17%

      7%

     6%

    5%

 3%

               14%

     6%

     6%

 3%

               14%

          10%

      7%

2%

                                                    42%

Base: Use KPIs that address multiple areas (39% - 275 respondents)

Q. Please briefly describe the performance metrics you use that address multiple areas 
within Talent Management.  

Base: Use KPIs (95% – 
581 respondents)

Base: Use KPIs that 
address multiple areas 
(39% – 275 respondents)
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7. BENCHMARKING TALENT KPIS AGAINST 
THOSE OF OTHER ENTERPRISES

According to the study findings, just under half of en-
terprises that use Talent Management KPIs benchmark 
those KPIs against those of other companies in their 
industry, geography, size group, etc. The smallest en-
terprises (those with 500-999 employees) and the larg-
est (those with 5,000+ employees) are the most likely to 
benchmark KPIs. 

If companies aren’t comparing their KPIs with those of 
their peers, they can really only guess about how they 
compare when it comes to Talent Management maturity 
and effectiveness. When some HR decision-makers rate 
their companies as behind, on par, ahead, or best-in-
class in terms of Talent Management maturity, as they 
have no real understanding of how other companies are 
performing, their response may actually represent their 
self-assessment, and could be labeled as poor, fair, good 
or excellent respectively.

Figure 7: Benchmark Talent Management KPIs Against Other Enterprises

Base: Use KPIs (95% – 581 respondents)

Q. Does your company/organization benchmark your Talent Management performance metrics against other organizations in your industry, geography, size 
group, etc.?

Total

500–999 employees

1,000–4,999 employees

5,000+ employees

              46%

                    50%

  39%

                          54%
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Figure 8: Effectiveness of KPIs in Measuring...

8. MEASUREMENT EFFECTIVENESS OF TALENT 
MANAGEMENT KPIS 

Only a quarter of key HR decision-makers in enterprises 
that use KPIs for Talent Management believe those met-
rics are very effective for measuring the: 

•	 impact of the HR function on the achievement of the 	
	 company’s overall business goals; or 

•	 return on the company’s investments in Talent  
	 Management systems, tools, and services. 

The study findings show that HR decision-makers are 
just as likely to think that Talent Management KPIs are 
ineffective. This response pattern is consistent across all 
sizes of organizations included in the study. 

Roughly two-thirds of HR decision-makers surveyed 
perceive their KPI measurements to be no more than 
“somewhat” effective in measuring the impact of the HR 
function on achieving company goals. They say the same 
about their KPIs’ effectiveness in measuring the return on 
Talent Management investments. The consistency across 
these two sets of responses is not surprising; if a com-
pany cannot effectively measure KPIs, there is no way for 
HR decision-makers to determine if Talent Management 
is having a strategic or financial impact.

Impact of HR Function on 
Achievement of Company’s 

Overall Business Goals

Return on Talent  
Investments

Base: Use KPIs (95% – 581 respondents)

Q. How effectively do performance metrics (KPIs) that you use in Talent Management measure the impact that your HR function has on the achievement of overall 
business goals for your company/organization?

Q. As you invest in resources (systems, tools, services, etc.) in the Talent Management area, how effectively do the performance metrics (KPIs) that you use in Talent 
Management measure the return that you get from those investments (the ROI)?
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Figure 9

9. IDENTIFICATION AND TRACKING OF HIGH 
POTENTIAL EMPLOYEES 

Only six out of ten large U.S. enterprises (those with 500+ 
employees) identify and track high potential employees 
within their organizations, although most (85 percent) of 
the largest enterprises (those with 5,000+ employees) are 
doing so. Roughly three-quarters of enterprises that iden-
tify and track high potentials have performance metrics 
that measure those employees’ contributions to achieving 
the overall business goals of the organization, and three-
quarters of the enterprises that track high potentials 

actually reward those employees based on their contribu-
tions. These percents are consistent across companies of 
all sizes that participated in the study.

A closer look at the data reveals that out of the 410 enter-
prises in the survey that identify and track high potential 
employees, only 213 reward these employees for their 
contributions. This finding suggests that only one half of 
the enterprises that track high potentials have created a 
true pay-for-performance culture in which they reward 
those employees identified as being vitally important to 
the company’s future success. 

Base: Use KPIs (95% – 581 respondents)

Q. Does your company/organization identify and track high potential employees?

Total

500–999 employees

1,000–4,999 employees

5,000+ employees

        60%

       59%

55%

                                                 85%

72% 
Yes, have KPIs that 

track High Potentials’ 
contributions

21% 
No,  

do not

7%
Not  
sure

Base: Track High Potentials (60% – 410 respondents)

Q. For each of the following groups, do you have performance metrics that 
measure how much individual employees contribute to achieving the overall 
business goals of your company/organization?

72% 
Yes, reward

21% 
No

1% – Not sure

Base: Track High Potentials and measure their contributions (41% – 296 
respondents)

Q. Does your company reward (bonus, merit, incentives, etc.) employees 
in these groups based on their individual contributions to your overall 
business goals?

Enterprise Identifies & Tracks High Potential Employees

Have KPIs That Track High Potential’s Contributions Whether Reward High Potentials Based on Contributions
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HAVE KPIs THAT MEASURE  
INDIVIDUAL CONTRIBUTION TO  

OVERALL BUSINESS GOALS

IF MEASURE CONTRIBUTIONS:
REWARD EMPLOYEES  

BASED ON CONTRIBUTIONS

Senior executives 61% 92%

Upper management 70% 86%

Middle management 65% 75%

Other employee groups 41% 62%

Figure 10: Whether Track & Reward Individual Contributions of Different Employee Groups

10. TRACKING AND REWARDING THE 
INDIVIDUAL CONTRIBUTIONS OF DIFFERENT 
EMPLOYEE GROUPS 

Sixty percent or more of large U.S. enterprises have 
performance metrics that measure the individual con-
tributions of their senior executives, upper managers, 
and middle managers toward achieving the organiza-
tion’s overall business goals. Forty-one percent measure 
the contributions of other employee groups. The largest 
enterprises (those with 5,000+ employees) are most likely 
to measure the two highest groups (senior executives and 
upper managers) in the organizational hierarchy.

The study findings also show that, if enterprises measure 
the individual contributions of management, they are very 
likely to reward those contributions — especially those of 
the more senior executives. 

A closer look at the study data reveals that, while senior 
executives are the second lowest group to be measured 
for KPIs versus overall business goals (61 percent), they 
are the most rewarded (92 percent) for meeting those 
goals. This seems to be counterproductive for company 
success as the contributions of more senior executives — 
those employees with the most control over a company’s 
direction and progress toward achieving overall business 
objectives — are not being rigorously measured using per-
formance metrics. After all, how can companies reward 
senior executives appropriately if they are not measuring 
their individual contributions to the business’ success? 

Q. For each of the following groups, do you have performance metrics that measure how much individual employees contribute to achieving the overall business 
goals of your company/organization?

Q. Does your company reward (bonus, merit, incentives, etc.) employees in these groups based on their individual contributions to your overall business goals?

Base: Use KPIs (95% – 581 respondents) Base: Measure individual contributions 
(Bases vary for each group)
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Conclusion
The results of the ADP Research Institute’s Talent Man-
agement study show a strong tendency among enterpris-
es with 500+ employees toward perceptions based more 
on gut feelings than actual statistics. Lack of maturity 
across Talent Management strategy, implementation, 
and measurement — both internally and in comparison 
to industry peers — limits a company’s ability to create a 
cycle of improvement. Without a complete cycle in which 
strategy is defined, processes implemented or automated, 
results measured and ultimately improved, there is little 
opportunity to drive greater visibility and effectiveness in 
the area of Talent Management. It is not surprising that 
larger companies (5,000+ employees) are further along 
the path of maturity and process self-awareness than 
smaller organizations (500-4,999 employees). When it 
comes to Talent Management, smaller companies may 
just be finalizing strategies, implementing processes, 
and deploying supporting technologies as their first steps 
toward full automation and integration. 

There are two key findings that stand out in this study: 
the lack of standards for measuring Talent Management 
effectiveness and the inability of companies to determine 
the impact of Talent Management on the achievement 
of corporate goals. Until those issues are adequately 
addressed, and organizations achieve visibility into their 
Talent Management processes, they will struggle to effec-
tively measure their success against their own history and 
how they compare to their peers. 

About the Survey
The ADP Research Institute conducted this Talent Man-
agement survey in August 2011 among key HR decision-
makers in 602 large U.S. enterprises with 500 or more 
total U.S. employees. Statistically projectable samples of 
200 respondents were interviewed in each of three size 
groups: enterprises with 500-999, 1,000-4,999, and 5,000 
or more total U.S. employees. The resulting data achieved 
statistical reliability at the 95% confidence level both over-
all and in each of the three size groups.

Respondents had to be key decision-makers (evaluators, 
recommenders, final decision-makers) for HR policy and HR 
purchases within their enterprises. Three in every 10 (29%) 
were the actual heads of HR within their organizations.

About the ADP  
Research Institute
The ADP Research Institute is a specialized group within 
ADP that conducts studies on current topics of interest to 
Human Resources and payroll professionals.

About ADP
Automatic Data Processing, Inc. (Nasdaq: ADP), with 
about $10 billion in revenues and approximately 570,000 
clients, is one of the world’s largest providers of business 
outsourcing solutions. Leveraging over 60 years of experi-
ence, ADP offers a wide range of human resource, payroll, 
tax and benefits administration solutions from a single 
source. ADP’s easy-to-use solutions for employers provide 
superior value to companies of all types and sizes. ADP is 
also a leading provider of integrated computing solutions 
to auto, truck, motorcycle, marine, recreational vehicle, 
and heavy equipment dealers throughout the world. 
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