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1. Introduction

Asia’s business leaders share their thoughts on strategy and
talent managementin Asia

A combination of rapid economic growth, changing business imperatives and shifting demographic
trends has resulted in severe competition for managerial talentin many Asian economies. With foreign
firmsin the region ramping-up theirinvestmentsin pursuit of growth, and local firms increasingly
going global themselves, securing and developing the right people with the right capabilities, skills
and mindset is a key challenge for business leaders. The battle is especially intense for local talent, as
global firms try to localise their workforces in the region.

Rather than relying on the highly competitive external talent market, many firms believe that
developing leaders within their organisations is the best way to meet their talent needs. However, in a
2013 survey of HR executives in Asia, only 11% of respondents indicated that they were succeedingin
this goal.?

So how high is this issue of developing talent on the crowded agenda of regional CEOs, and to
what extent is talent management aligned with their business strategies? How are firms attracting,
developing and retaining future leaders and successors in the region? What role is the CEO playing in
this process?

To examine these questions, the Economist Corporate Network conducted a survey of its 530 clients
across Asia Pacific. A total of 133 executives completed the survey between July and September 2014.
Focus group meetings were then held in Hong Kong, Shanghai, Singapore and Tokyo during October to
discuss the findings further.

1“Fast track: Accelerating the
leadership development of
high potentials in Asia”, The
Conference Board, 2013

© The Economist Corporate Network 2014



Aligned for success?
Strategy, talent management and the role of the CEQ in Asia

2. Defining talent and talent management

How do CEOs in Asia define “talent” and what do they regard as
the most important aspects of “talent management”?

CEOs regularly claim that people are the number one priority at their firms. As organisations become
more complex, globalised and knowledge-based this would seem to be a good maxim to follow. Itis
intuitively obvious that if companies put the right people in the right roles today, and build a strong
talent pipeline for the future, then they stand a good chance of achieving their ambitions.

Yet all too often a gap exists between the rhetoric (we are all about the people) and the reality,
exposing a disconnect between the CEO (the source of the strategic vision) and the head of HR (the
provider of the people to deliver on the vision).

So how do CEOs in Asia define “talent” and what do they feel are the most important aspects of “talent
management”? Unsurprisingly, the vast majority of CEQ respondents to our survey indicated that
they have a clear understanding of the term “talent”. Thisis a good starting point. But digging a
little deeper we find that, while just over half define talent as referring to all of the workforce, sizable
minorities are more discriminating. Some 23% of respondents define talent only as knowledge workers
in professional, managerial or leadership roles, while 19% understand talent to refer only to people
with potential for senior/leadership roles. (See chart 1.)

Chart 1: What do you understand the term “talent” to mean?
(% of respondents)

All of the workforce 56.9
Knowledge workers in professional, managerial or leadership roles only 23.3
People with potential for senior/leadership roles only 19.0
People with potential for global roles only 0.9

Going deeper still, our respondents were asked to identify what they considered to be the most
crucial aspects of talent management. Respondents were asked to list their top three priorities. (See
chart2.)
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Chart 2: What do you understand the term “talent management” to mean?
(number of respondents)

M Mostimportant Ml Second mostimportant [ Third most important

Retaining key people
15 29 18

Attracting the best people
32 12 16

Creating a talent pool or pipeline
24 12

-
©o

Succession planning
7

Building tomorrow’s workforce

27

-
N

18 3 14
Managing high potentials

Identifying potential

Developing global leaders

-
o
[N

Training
1 4 10

Maintaining today’s workforce

w
-

Evaluating performance

Interestingly, “training”, “maintaining today’s workforce”, and “evaluating performance” were
given a low priority by the CEOs in the survey. These responses suggest that CEOs understand talent
management and the role of HRin strategic rather than functional terms. CEOs also appear to be more
focused on the talentissues of the future, rather than the talentissues of today.

Summary points:

® (EOs tend to view talent management as a strategicissue rather than in functional terms

® “Talent”is understood by different CEOs in different ways

© The Economist Corporate Network 2014
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3. Developing talentin Asia

How are CEOs, and the companies they run, responding to the
talent challenge in Asia?

The economic miracle that has seen Asia’s share of the global economy rise from 19%in 1980 to 31%in
2013 has become something of a double-edged sword. While it creates exciting opportunities, it also
intensifies competition for the talent needed to capture these opportunities.

We asked CEOs how their companies are responding to this challenge. How does the depth and
sophistication of the regional talent poolimpact on the ‘build or buy” debate? Should companies
source their talent from the external market (ie, buy it) or should they develop it internally (build it
themselves)? And if they seek to build it, are they investing at the right rate and do they have the right
structuresin place to identify talent and nurture it?

As a starting point, almost 90% of respondents indicated that they have local autonomy when it
comes to decisions around talent management. This matters, as the Asian talent poolis hugely diverse
and companies have to understand the nuances of local realities. What's more, in spite of the talent
crunch reported in the region, confidence seems to be high among most respondents (71%) that they
are currently investing at the right level to attract and retain the people they need in Asia.

But how is this to be achieved? The build/buy debate continues to underpin talent managementin
Asia. Broadly speaking, respondents reported a 70/30 split in favour of developing talent internally
rather than relying on the external market.

Given the strong preference identified in this survey for building senior talent internally, it's no
surprise to see that CEQs are raising the investment they devote to such activities. Indeed, some 90%
of respondents to the survey said they are raising investment in internal talent development. (See
chart 3.) Only 10% say they are notincreasing such investment.

Chart 3: Are you increasing or decreasing your investment in internal talent development in Asia?
(% of respondents)

Significantincrease in investment 29.7
Some increase in investment 58.6
No increase in investment 11.7
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However, while “building” is preferred to “buying”, not all CEOs believe Chart 4: In Asia, can you develop most of the talent needed
internally?

itis possible. In our survey, around a third of CEOs expressed concern that (% of respondents)

they lack the capabilities to develop their talentinternally. (See chart 4.)

Strongly agree 17.0

The desire for companies to build their talentinternally, coupled with the
Somewhatagree ~ 48.2

fact that one third of CEOs felt they lacked the resources or capabilities to do

Somewhat disagree 32.1

so hasimplications for business schools and external trainers. Clearly, their
services should bein strong demand, although in many cases this provision
may need to take the form of more tailored solutions than historically
offered through, for example, MBA programmes. (See chart5.)

Strongly disagree 2.7

Chart 5: How do you deliver training and development?
(number of respondents)

M Regularly [ Sometimes [ Rarely Never
Internal trainers/coaches

69 28 12
External training providers/consultants
31 54 23
Externally run development programs (non-degree)
21 43 34
Full-time MBA (for entry level management)
1 16 29
Executive MBA (for experienced managers)
3 24 41
Somewhat alarmingly, 65% of respondents report that they do not Chart 6: Do you have the metrics in place to measure the
L. L L. benefit gained from training programmes?
have clear metrics in place to measure the benefit gained from training (% of respondents)

programmes. (See chart 6.) Naturally it can be hard to measure something
asintangible as “improved knowledge” or “upgraded skills”. However, it
seems unlikely that any other aspect of the business would be allowed to run
on such a basis. If companies expect to develop the talent needed to achieve
strategic aims, surely thisis an area that warrants closer attention.

Strongly agree 6.3

Somewhatagree ~ 27.9

Somewhat disagree 39.6

Strongly disagree ~ 25.2

Don'tknow 09

As CEOs go about building their talentinternally, what areas are they
focusing on? What skills and attributes do they feel are missing among their
current management bench? We asked CEOs to identify the top three skills
they feel are missing. The answers were broad, but three attributes stood
out:

® Leadership: While the concept of “leadership” is hard to define in precise terms, CEOs clearly
believe that much of the talent at their disposal lacks what it takes to inspire teams and drive those
teams forward.

® Strategic thinking: CEOs require the next generation of leaders to move beyond functional
expertise and local knowledge, and learn to think about strategy at the global level.

© The Economist Corporate Network 2014 7
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® An ability to manage across cultures: CEOs are looking to develop talent capable of taking on
global roles in big complex organisations that span numerous countries.

Another set of questions asked CEOs about their engagement with technology solutions. Chart 7
shows that, to the best of the CEQ’s knowledge, their HR departments use technology primarily for
performance management (72%), learning and development (61%), and compensation management
(54%). Only a minority (15%) use an integrated solution that addresses all aspects of talent
management. Given the strategicimportance of talent management to the organisation, CEOs might
want to ask themselves if the company’s use of technology is appropriate.

Chart 7: How do you use technology to help you manage your talent?
(% of respondents)

Performance management

Learning and development

Compensation management

Recruitment
Integrated solution that addresses some of the above

Integrated solution that addresses all of the above
14.6

Summary points:

Fierce competition for talent drives the focus on building internally
Internaltrainers/coaches are the preferred method for delivering learning and training

Business schools may need to re-evaluate their offerings and focus more on tailored solutions

Leadership, strategic thinking and an ability to manage across cultures are the areas requiring
most attention in Asia

The potential of talent management software may not have been fully realised
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4. CEOQinvolvement with talent management

How involved are CEQOs with talent related issues? How involved
should they be?

Fully 95% of respondents indicated that they are closely involved in talent management which is
encouraging. A more important question, however, is the qualitative and quantitative extent of this
involvement. To investigate further, we asked our CEOs to indicate the amount of time they spend on
talent-related issues.

As chart 8 shows, a third of CEOs spend less than 10% of their working life on talent management
and development, while another third spend between 10% and 20%. Many of the CEOs felt that they
needed to devote more time to talent. Indeed, some 43% said they should be giving more time to
developing talentin their companies. (See chart9.)

Chart 8: What percentage of their working hours do CEOs spend on talent management?
(% of respondents)

40

Less than 10 percent 10 to 20 percent 20 to 30 percent 30 to 50 percent More that 50 percent

0f course, CEOs have huge demands on their
Chart 9: Do you feel you spend too much time on talent time, and managing the firm’s human capital
management or too little? . c e
(% of respondents) is only one of many priorities. So how can CEOs
use their time most profitably? One important

ideais to become the leading voice or advocate
About right 550 fortalentissuesin the organisation. Being a
Too little 42 visible and vocal talent champion is arguably
Toomuch ™ moreimpactful than hands-on engagement.
Employees would surely attach more value to
talentinitiatives if it was known that these were
personally championed by the company’s leader.
Conversely, without his or her support they
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Chart 10: Is the CEO the leading voice for talent in the surely would be marginalised and support would be minimal. This message
organisation?
(% of respondents)

appears to be well received by our respondents. Fully 75% of CEOs say they
are considered to be the leading voice for talent managementin their
organisations. (See chart 10.)

Strongly agree 29.7

Aside from visible leadership and advocacy, how closely are CEOs involved
in the different stages of talent management? Talent management can be
thought of as having four broad areas:

Somewhatagree ~ 45.0

Disagree 25.2

® Planning (which mayinclude thinking about the current and future
needs of the workforce and organisational design);

® Attracting (which mayinclude input on the benefits package, the
selection process and onboarding);

® Developing (which mayinclude involvement with learning and developing programmes, succession
planning and leadership development);

® Retention (which mayinclude involvement with mapping people with organisational goals,
performance management, and career management).

Of these four broad areas of focus, CEOs are most deeply involved with planning activities, and least
involved with talent development. (See chart 11.) Undoubtedly, planning activities are most closely
associated with strategy, so itis no surprise that CEOs are heavily involved in this role. However, given
that CEOs have much to offerin terms of sharing their experiences, mentoring future leaders, and
nurturing key skills, their lower involvementin the development side of talent managementis perhaps
an oversight.

Chart 11: How involved is the CEO in talent management?

(% of respondents)
M Closelyinvolved [l Somewhat involved

Planning
8 15|
Retaining
63 37
Attracting
56 44
Developing
49 51
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5. Aligned for success?

To what extent is talent strategy aligned with core business
strategy? How involved is the head of HR in strategy
formation?

According to a recent Economist Intelligence Unit survey, many CEOs question whether HR heads have
a commercial understanding of the wider business that goes beyond functional ability.? The survey
went on to report that, although only 55% of CEO respondents viewed their head of HR as a key player
in the strategic planning of the organisation, 70% want them to be so. Does this suggest that talent
management continues to be regarded as a function of HR rather than a strategicimperative?

The survey mentioned above was conducted at a global level. When Chart 12:Is the HR head actively engaged in strateqy
we asked our Asia-based CEOs about the involvement of HR in strategy formation?
development, the results were much more positive. Indeed, 82% of CEOs (% of respondents)
said that their head of HR was deeply engaged in strategy formation. (See
chart 12.) Why might HR leaders in Asia be more involved in strategy?

Strongly agree 48.6

Somewhatagree ~ 32.7

Perhaps because of the character of Asia’s economies. Given the shortages
of staff, and especially leaders, any plans for the future must necessarily
consider the implications for talent. Conversely, more developed markets
in places such as Europe and the US are likely to be less talent-constrained,
and so human capital considerations may not have quite such an important
bearing on future strategy.

Somewhat disagree 14.0

Strongly disagree 4.7

Inasimilarvein, CEOs overwhelmingly report that their HR strategy is
aligned with their business strategy in Asia. (See chart 13.) Seeking to Chart 13: Is your talent management strategy informed by and
explore thisin more depth, our survey sought to identify whether firms are ?5‘%?2:;‘3‘92;‘;’ core business strategy?
proactive or reactive in terms of talent management strategy and business
strategy. In the proactive organisation, the HR head has a seat at the

strategic table and is actively engaged in strategy formation. The reactive Stronglyagree 407

organisation, on the other hand, is one where talent management remains
a function of HR, fully subservient to corporate and business-level strategy.
Asked whether the HR head is actively engaged in strategy formation, 81%
of CEOs indicated that they were, suggesting that their organisations in Asia
have adopted a proactive approach to talent management.

Somewhatagree ~ 49.1

Somewhat disagree 10.2

2“CEO Perspectives: How HR
can take on a bigger rolein
driving growth”, The Economist
Intelligence Unit, 2012
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6. The pictureinJapan

The Economist Corporate Network in Japan staged a focus group
among six CEOs and senior executives with country or regional
responsibilities to discuss how the findings of the regional
survey relate to the Japanese context.

Key findings
® Foreign affiliated firms face increasing competition for global talent from Japanese firms that are
“going global”

® Japan-based CEOs are more “hands-on” with talent management than regional peers
® Identify talentearly on - and foster a global mindset

® Identify need to shift perceptions of the HR function to strategic partner

Going global

It was not too long ago that foreign affiliated firms were shunned by graduates—or more likely their
university fee paying parents—in favour of a safe and steady career at one of Japan’s corporate titans
orinthe civil service. However, as Japan integrated more closely with the global economy, and some

of the shine came off traditional employers and their employment practices, the option of working

for a foreign multinational became increasingly attractive. This was particularly the case for Japanese
women who saw in foreign multinationals the promise of better career advancement opportunities, a
better work-life balance, and less of the gender specific roles that continue to hamper corporate Japan.

More recently, the past few years have witnessed record outbound foreign direct investment (FDI)
from Japan which reached $135bnin 2013, with M&A activity accounting for just under $70bn of this
total. Foreign firmsin Japan are thus facing increasing competition from local firms for “global talent”
as they continue to pursue growth opportunities overseas. Disco, a job fair organiser specialising in
international recruitmentin Japan, reported this year that “48% of the 800 mid-size to large Japanese
companies they surveyed say that they plan to recruit non-Japan college graduates, up from around
20%just a few years back”.?

Additionally, as one CEO noted, unemployment currently stands at just 3.6% and the labour market is
tight with shortages reported in some sectors, notably construction and services. Taken together, these
factors explain why CEOs in Japan are far more concerned than regional peers about their current levels
of investment to attract and retain the talent they need. (See chart 14.)

© The Economist Corporate Network 2014
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Chart 14: I am confident that we are investing at the right level to attract and retain the talent we need in Asia.
(% of respondents)

Regional responses Japan responses

Agree 71.4 Agree 16.7

Disagree 28.6 Disagree 83.3

Part of the concern around this under-investment in human capital may be attributable to
competition for resources elsewhere in the region, notably China. Although Japan has returned to
international radar screens over the past two years as a result of Abenomics, the countryis often
regarded as something of a “cash cow”, and Japan-based business leaders still face an uphill battle in
persuading head officesin Europe or North America that their operations deserve greater investment
in people, training and development.

Compared to their regional peers, Japan-based CEOs are less confident that they will be able to
develop the people they do recruit. Furthermore, half of Japan-based respondents feel that they are
not able to secure the people they need through the external market, compared to less than a third of
regional respondents. (See chart 15.)

Chart 15: I am confident that in Asia we can develop most of the talent that we need internally.
(% of respondents)

Regional responses Japan responses

Agree 65.2 Agree 33.3

Disagree 34.8 Disagree 66.7

Preparing for what?

The CEOs at our focus group discussed at some length the need to identify exactly what roles to
prepare people for. Although developing global leaders is arguably the ideal, and to some degree

an expectation from head offices, the reality is that many Japanese executives face considerable
hurdles—such as language and cultural barriers—when looking to develop careers in second or third
countries; and much more so than those in the cosmopolitan hubs of Singapore and Hong Kong.

© The Economist Corporate Network 2014
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Chart 16: My senior management team could all be described

as “talent advocates”.
(% of respondents)

Regional responses

0 0 AR

.
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Therefore, identifying potential for global roles early on, and implementing the right mix of training
and development (including overseas exposure), is a must.

I

Atthe regional level, CEOs report that “leadership”, “strategic thinking” and “managing across
borders” are the three key attributes that require the most attention. In contrast, Japan-based CEOs
are most concerned about “leadership”, “team development” and “personal development”. One CEO
commented that, in his experience, there is a greater need for personal development given a lack of
exposure to global practices and competition. Again, this may reflect traditional employment practices
that have been slow to change. Forinstance, theidea thatitis anindividual’s responsibility to develop
a transferable (rather than company specific) portfolio of skills and experiences is relatively newin
Japan. This theme led to a broader discussion on the talent mismatch in Japan and the changing role

of higher education.

Structural reforms have the potential to significantly impact the labour marketin Japan. However,
our focus group was not holding its breath that such changes will take place anytime soon. Having said
that, the efforts to keep more women in the workforce and get more women into senior positions is
welcome, as is a better understanding of the strategic value of building diversity in the workforce. On
theseissues, the CEOs in our focus group expressed confidence they are well ahead of the curve and will
be able to maintain some competitive advantage for the foreseeable future.

Leading from the front?

Turning to the question of how talent managementis understood and

communicated within the organisation, all Japan-based respondents agreed
stonglyagree 234 thatthey are closely involved in talent management, which is slightly
Somewhatagree 496 hjgher than the regional score. More Japan-based business leaders also
Somewhatdisagree 225 jdantify themselves as the “leading voice” for talent management than
their regional peers, and half of them report allocating up to 20% of their
working week to talentissues which is higher than the 35% at the regional
level. This could well be because of the country-specific challenges noted
above. Indeed, one CEOQ said that he has to be more involved in Japan than

Strongly disagree 4.5

Japan responses

in previous roles elsewhere, although thisis also in part due to a desire to
understand local working practices more clearly.

Stronglyagree 333 At the same time, CEOs in Japan are less likely to describe their senior

Somewhatagree 167 management teams as “talent advocates”—perhaps because 50% of

Somewhat disagree 333 yespondents report that their leadership teams have not received adequate

stonglydisagree 187 training on talent strategy, management and development, compared to
around just a third of regional respondents. As one focus group participant
suggested, this may reflect the legacy of more traditional understandings
of “personal management” as opposed to “strategic human resource

14

management” found among some senior local employees.
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Aligned for success?

As reported above (see page 11), nearly 90% of regional respondents indicated that their talent
management strategy is informed by and aligned with their core business strategy. However, business
leadersin Japan seem less sanguine on thisissue. (See chart 17.) Why is this? As participantsin our
focus group suggested, this could reflect the positioning of the HR departmentin Japan, whereby it is
understood as less of a strategic partner and more of a functional operator. This, of course, goes to the
heart of the matter and highlights the challenge that Japan-based business leaders have in fostering a
more strategic approach to HR and adopting global best practices. Thisin turn underscores the need to
develop a global mindset throughout the organisation.

Chart 17: Our talent management strategy is informed by and aligned with our core business strategy.
(% of respondents)

Regional responses Japan responses

Agree 89.7 Agree 60

Disagree 103 Disagree 40
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Appendix

Participant data

Survey respondents by sector
(% of respondents)

Industrials 19.8
Financials 16.2
Information Technology 12.6
Health Care 9.9
Consumer Discretionary 9.9
Materials 7.2
Telecommunication Services 4.5
Energy 3.6
Consumer Staples 2.7
‘ . Others 13.5
Survey respondents by location of global headquarters
(% of respondents)
Europe 43.8
North America 25.8
Asia 211
Australasia 8.6
Middle East/Africa 0.8
Survey respondents by company role
(% of respondents)
Global CEQ/President 16.5
Regional CEO/President 44.1
Country CEO/President 39.4
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Survey respondents by years of experience in an executive C-suite role
(% of respondents)

Up to one year 0.8
One to three years 6.3
Three years to five years 25.2

67.7

Five years or more

© The Economist Corporate Network 2014
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