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Dr Tony Miller

There surely has never been a better time for human 
resources to excel. With the downturn in the economy, 
tighter fiscal control and a business drive for greater 
efficiency, human resources has the perfect set of 
circumstances to introduce measures that will have a 
significant impact on the business bottom line. In this 
article we will be looking at talent management and 
how, coupled with a differentiation policy, it provides an 
unrivalled tool for turning the business into a performance 
powerhouse.

In the July 2008 edition (Issue 21) there was an excellent article 
on talent management, a concept which seems to be well 
accepted. However, talent management on its own will never 
provide us with the real performance benefits that are needed in 
today’s unparalleled business environment.

If we look at talent management first, what is it that we are 
absolutely certain of? First, serious research carried out in 2007 
and 2008 has shown that talented people are a considerable asset. 
Second, the productivity figure that seems to be commonly 
agreed is that talented people are at least 40% more productive 
than average employees. Finally, there seems to be universal 
agreement that talented people are found at every level in an 
organisation. All of this provides concrete evidence for adopting 
talent management policies. Companies that have adopted talent 
management policies and put them into practice cover a wide 
spectrum of industries and include Google and the Container 
Store. Both of these companies go to extraordinary lengths 
to advertise for, and recruit, talented people. The enormous 
amount of time spent on the recruitment and selection process 
is repaid by the quality of staff they are able to attract and, more 
importantly, retain. Talented people have another unique quality: 
they actually have a measurable impact on the bottom line. Jim 
Collins, in his book Good to Great, gave numerous examples of 
individuals who were talented and who made a substantial impact 
on the organisation. What the studies also showed was the 
impact on bottom line results and, ultimately, in share value.

If all of this is true, why is every HR function in the public and 
private sector not actively pursuing talent management policies? 
A cynical view would be that most HR functions are too involved 
in day-to-day matters and therefore are not able to take a wider 
and more long-term view. Managers also might be wary of HR 
and consider talent management to be just the latest HR fad and, 
although they might smile and agree that it is a good idea, that is 
as much commitment as they are likely to make. The real issue 
is that talent management will not work as a separate entity. A 
number of other actions are essential to make talent management 
work effectively. This is where the second part of the equation 
comes into play — differentiation.

The concept of differentiation is not new. It was introduced into 
General Electric by Jack Welch and first explained in detail in 
his best-selling book Winning. Jack Welch achieved much of his 

success at General Electric in America not just by using talent 
management techniques but by combining them with a strong 
and enforced differentiation policy. Other companies too have 
seen the benefits of differentiation but have come across three 
major barriers.

Barriers to differentiation
•	 Managers initially do not like it. The reason is that at the start 

of the process it forces them to set and manage performance 
standards and to be accountable for the results. It also 
requires them to face poor performance in people and deal 
with it.

•	 HR managers who are more in line with the old-school 
personnel function just do not understand it. They still believe 
that their function is more welfare focused than productivity 
focused and cannot be flexible enough to embrace such 
radical thinking — even if it does produce outstanding 
results.

•	 The final group is a sector of employees who can be best 
described as poor performers. These comprise what might be 
described as “the lazy, the mischievous, the dishonest and the 
incapable”. One whiff of any form of measurable productivity 
galvanises this group into a unified block of employees whose 
mantras are “it won’t work” and “it’s unfair”.

Differentiation sets out to divide your workforce into three 
distinct groups. The first of these is “talent”.

Talent: separating fact from speculation
Talented people are found at all levels in the organisation. The 
talent group, referred to as “movers”, as they tend to be mobile in 
their career aspirations, is the group that will form the basis for 
promotion, succession planning, leading change and innovation. 
What is interesting about this group is that they really make a 
difference to efficiency and bottom line performance. As stated 
earlier, we know that the performance rating of these people is 
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at least 40% higher than that of average employees, and average 
employees tend to be the biggest group in most organisations.

It is essential rather than desirable that every effort is made to 
recruit, develop and retain this group.

Movers tend to leave if there is not enough appreciation for the 
work that they do. This key point is why a differentiation policy 
is so important.

The second group — probably the bulk of your workforce — 
are average employees. They do an adequate job. They are loyal 
and often stay with the company. This group is our “stickers”. 
They form the bulk of the organisation and, as such, provide the 
stabilising glue which keeps the organisation together. There is 
no reason why people in this group, regardless of service length 
with the company or their age, cannot move into the movers 
group.

The final group we call the “leavers”. These are people who 
you need to move out of the organisation. They consist of 
people who are a product of poor recruitment, often recruited 
in haste or by people whose only recruitment criterion was “I 
like them”. The “lazy” are also in this group. They are really 
organisational thieves who take the organisation’s money but 
do not do the work. The final collection here seems to be those 
who are dissatisfied. Typically, they are constantly complaining 
and spreading dissatisfaction. They blame everyone except 

themselves. Anyone in HR could list the names of the people 
in this group. They normally have thick HR files and are well 
known in the organisation.

Jack Welch suggested in his book that the split over the three 
groups in his organisation was:

•	 20% movers (talented people)
•	 70% stickers (average employees)
•	 10% leavers (employees who need to be released from 

employment).

In discussion with senior HR managers (mainly from overseas) 
over a two-year period, it has become apparent that there 
is a huge variance in the view of the percentage allocation 
outlined above. What appears to be commonly agreed is that 
the percentage of movers (talented people) is far smaller in 
reality. The figure quoted is often as low as 10%. Similarly, most 
companies seem to have great difficulty in retaining movers.

Interestingly, there is a common view emerging from these 
discussions that the 10% of “leavers” is far too low in their 
company and is probably more like 20%.

Once categorised into our three differentiation groups we can 
now examine the most effective way to reward and invest in our 
human capital. This is now a much better way of focusing our 
reward system and will inevitably mean we need to review most 
of our conditions of service.
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How should people be rewarded?
Should all three groups be paid the same basic salary? The 
answer, whether public or private sector, must be “no”. If 
talented people produce 40% more than average people, this 
should be reflected in their remuneration.

A way of getting to grips with the difficult issue of pay is to look 
at real productivity for the three categories in a standard working 
week.

Assertion: movers (talent) produce 40% more than the average  
group in a week.
 
GROUP� productivity factor

Movers (talent)������������������������������������������������������������������������������ 80%
Stickers (average) ������������������������������������������������������������������������  49%
Leavers (poor)������������������������������������������������������������������������������  10%

The productivity factor is based on actual time available for 
productivity to take place. Therefore, deducted from a standard 
week are lunch breaks, rest periods and normal non-productive 
time. The movers group, therefore, realistically have 80% of 
a standard week to achieve their productivity. We know that 
this group is 40% more productive. Therefore, the stickers’ 
productivity factor can be set.

We are then left with the poor performers (leavers). Their 
performance is an estimate based on the best judgment of the 
HR managers who have been questioned about productivity 
issues for this group.

Getting a clear idea what the percentages are in the three groups 
in your organisation is the first step in taking action. Once this 
is established, you can set about putting together a strategic 
plan (see Issue 21, July 2008) and working out the cost of low 
performers.
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Current international employment law will not allow you to 
change the way people are rewarded overnight. The long-term 
plan is to introduce measurable performance standards that will 
enable you to reward people for what they produce and for what 
they are worth. This means re-visiting basic salary and the reward 
system. Based on some recent surveys, this re-modelling need not 
increase the total salary budget.

Category Basic salary Bonus Training

TALENT 
(movers)

High Min 40% of 
salary

Unlimited

AVERAGE 
(stickers)

Mid-range 10% for 20% 
of the highest 
performers. 
No annual 
increments

Restricted

POOR 
(leavers)

Absolute 
minimum

Not eligible 
— no cost 
of living 
or annual 
increments

None

Differentiation has given us the three clear categories. If you 
need to earn more and get on, all you have to do is move 
categories.

Parting with the leavers should be the priority. I advise against 
getting into the welfare way of thinking or kidding yourself they 
will all become high performers given enough training, coaching, 
mentoring, second chances, etc. If this group wants more then 
it has to do something about it. It is already guilty of corporate 
theft (taking the salary and not putting in the work). One of the 
key jobs that we HR professionals should be doing is to find out 
who recruited this group and to make sure these mistakes are not 
repeated.

Our opportunity
Our biggest opportunity is with the stickers group. Focused 
training and the prospect of moving up into the talent group are 
two very big motivators. Provided that the salary and bonus gap 
between the stickers and movers is big enough then there is real 
incentive to work harder and you will have created a new culture 
in the organisation — hard work pays handsomely.

The movers or talent group will have it all: good basic salary, 
generous bonus, training and whatever other perks are 
appropriate in your industry. The movers will be the only pool 
used within the company for organisational succession planning. 
This is a special group, a group whose size you need to increase 
continually. Fundamental changes in how we view recruitment 
need to take place, with compulsory assessment centres or, at 
the least, testing and personality profiling. The days of poor 
recruitment must be put behind us — the economic situation 
demands it. That brings greater accountability not only for HR 
but for the line management. No longer can bad decisions in 
recruitment be tolerated.

Training now needs to play a far more strategic role. With clearer 
targets and a higher focus on results, training will be able to 

deliver measurable results at last. The task of doing training 
needs analysis can be simplified using a far more automated 
approach, as key competencies and performance requirements 
will produce greater clarity than ever before.

Important
In conclusion, I ask you to show this article to both the CEO and 
CFO of your organisation. Massive organisational transformation 
is possible, and the combination of talent management and a 
differentiation policy have a lot to offer.  Both the timing and 
the business environment are perfect to make this an immense 
success.
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Points to Ponder
•	 To what extent do you differentiate between different 

talent groups in your organisation?

•	 How much do you agree with focusing on key talent, 
perhaps at the expense of the rest of the workforce? 
What do you see as the upsides and downsides of 
differentiation approaches?

•	 What talent management approaches will work best in 
your organisation?


