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Executive Summary
 

Like the sun and tide, economies rise and fall. 
But they are less predictable than nature and 
have their own rhythm. For senior execu-
tives, the trick is to manage a company 
through the downturns without destroying 

its long-term foundation.

Today most companies are understandably cutting 
costs, frequently through layoffs. While some compa-
nies undoubtedly need to reduce the size of their work 
force, others are following the crowd, expecting that 
they can rehire once the economy improves. They 
should not be so sure.

In less than ten years—as the demographic data tell us—
people will be the scarcest resource for companies. As a 
result, many companies may be unable to secure the skills 
that they need in order to succeed. Others may find that 
their best talent has left—having either retired or been 
recruited by rivals. And yet others may find it difficult to 
hire good people, not necessarily because of a paucity of 
talented workers but because of their own reputation as 
poor managers of their staff. The reputations of many 
companies have already been damaged by how they have 
treated their employees in this recession: employees re-
member how they were treated in tough times, and many 
vote with their feet when the economy improves. 

However, it is not enough merely to manage through—
and survive—the downturn. Executives need to start pre-
paring for when the economy experiences an upturn: 
they need to remember that the choices they make today 
could have unpleasant consequences tomorrow. In this 
regard, the human resources (HR) department has never 
before played such a critical role in ensuring the future 
prosperity of the company.

Creating People Advantage

In the full report, we present our findings and analysis of 
a survey of 3,348 executives throughout Europe and of 
one-on-one interviews with more than 100 senior leaders, 
mostly board members of large companies. Our research 
focused on people challenges, both today’s and those of 
the future.

A year ago, when we published Creating People Advantage: 
How to Address HR Challenges Worldwide Through 2015, we 
suggested that companies that successfully harnessed 
four people trends would develop what we call people 
advantage—a competitive advantage created through 
people strategies. Those trends are as relevant today as 
they were in 2008. 

Talent and leadership are becoming even scarcer resources. ◊	
This trend continues, especially at those companies in 
which people are already the most important asset.

The work force, on average, is growing older, and people ◊	
are having fewer children. The baby boom generation is 
a year closer to retirement. Long-term demographic 
trends trump recessions. 

Companies are becoming global organizations. ◊	 The reces-
sion may have temporarily dampened the global am-
bitions of companies and fanned protectionist fires. 
But globalization is here to stay. The reasons for com-
panies to pursue global growth endure.

The emotional well-being of employees is more important ◊	
than ever before. Work-life balance is no longer an im-
mediate priority. More than ever, however, compa-
nies—seeking to maneuver through these tough 
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times—need engaged employees. Farsighted compa-
nies are actively monitoring and managing the emo-
tional well-being of their people.1

Uniting Strategy, Metrics, and HR

Today the HR department sits at a pivotal place. It is—or 
at least should be—the link between a company’s long-
term strategy and its people strategy. HR executives 
should be able to understand how their company’s over-
all strategy drives the demand for people—and how 
short-term reductions in the work force might threaten 
the achievement of long-term goals. Yet we found that 
only 15 percent of the companies covered by our survey 
strategically plan their work force more than three years 
in advance.

As we noted last year, if we view strategy, metrics, and 
HR as three points on a triangle, we find that at most 
companies, the links between HR and strategy and those 
between HR and metrics are broken or nonexistent. (See 
Exhibit 1.) Senior executives need to make sure that peo-
ple are the cornerstone of their corporate strategy. This is 
easier said than done. Still, one of the most effective ways 
to integrate HR and strategy is through the creation of a 
strategic work force plan. Measuring the performance of 
people and the HR department is also key. Few compa-
nies, for example, track the quality of their HR processes. 
Even among those companies that do, fewer than half 
have targets and processes in place to improve results.

In this year’s report, we offer guidance and support for 
companies that want to tighten the links that bind togeth-
er strategy, metrics, and HR. In the section “Benchmark-
ing the Scene,” we show how European executives assess 
current and future HR challenges. We also outline the 
state of the partnership between business executives and 
the HR departments. There is room for improvement.

HR and other executives in Europe identified the top fu-
ture challenges in an online survey that covered 21 HR 
topics and that was conducted by The Boston Consulting 
Group (BCG) and the European Association for People 
Management (EAPM). As shown in Exhibit 2, the following 
7 topics emerged at the top of the overall HR agenda:

Managing Talent. ◊	 The number-one topic in both 2007 
and 2009, managing talent is viewed as critical in al-
most all industries and countries. (See Exhibit 3.) 

Improving Leadership Development. ◊	 Many executives 
have led only during good times; now they have to 
steer their organizations through stormy weather.

Strategically Planning the Work Force. ◊	 By conducting stra-
tegic work force planning, companies can clearly assess 
supply and demand by job groups and make long-term 
recruiting, training, outsourcing, and layoff decisions. 

Enhancing Employee Commitment. ◊	 This topic was not 
deemed critical in the 2007 survey, but executives now 
recognize the importance of employee morale and 
motivation. If they want to accelerate out of the down-
turn, they will need the support of their employees.

Measuring Work Force Performance. ◊	 Respondents are 
struggling to determine how to measure the value of 
each employee in order to create a more efficient and 
productive work force.

Managing Change and Cultural Transformation. ◊	 Change 
does not just happen. It requires sustained and rigorous 
program management and a clear change agenda—
activities that today are more important than ever. 

Becoming a Learning Organization. ◊	 Companies need to 
retain both the explicit and the tacit knowledge of re-
tiring employees, and they need to ensure that new 

HR

Strategy

Metrics

?

Exhibit 1. HR Needs to Be Connected 
to Strategy and Metrics

Source: BCG analysis.

1. See “Talent Management: Nurturing the Egg,” BCG Opportuni-
ties for Action in Organization, October 2007.
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Exhibit 2. Managing Talent, Improving Leadership Development, and Enhancing Employee 
Commitment Are Considered Top Long-Term Priorities

Sources: Proprietary online survey; BCG/EAPM analysis.
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employees have the knowledge and skills to perform 
their jobs.

After analyzing the 21 topics, the report next discusses 
five relevant HR concerns. The first section explains the 
importance of strategic work force planning. The second 
describes the effects of the crisis on HR. The third exam-
ines the best ways to prepare for growth, and the fourth 
makes the case for taking advantage of key performance 
indicators (KPIs). The final section examines sustainable 
people practices. Metaphorically, these five sections form 
a compass. At the center is strategic work force planning. 
Managing through a recession, preparing for growth, 
measuring people performance, and creating sustainable 
HR practices are four directions that companies should 
pursue simultaneously.

These sections highlight several key findings.

Many companies still neglect strategic work force ◊ 
planning, the strongest tool for making difficult HR 
decisions. Companies should know how their work 
force will develop and which job categories will de-
mand substantial numbers of new employees. Strate-
gic work force planning can also yield valuable infor-
mation for knowing where—and where not—to cut in 
times of crisis. 

About one-third of all the companies plan to lay off ◊ 
full-time employees in this recession. HR executives 
should consider both the short- and long-term effect of 
layoffs, especially the likely drop in employee commit-
ment. Other options, such as awarding employees time 
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off to compensate for earlier overtime, are effective 
and actually improve employee commitment. A 
12-point action plan can help companies survive the 
recession and prepare for growth when the economy 
starts to recover. (See Exhibit 4, which appears in Creat-
ing People Advantage in Times of Crisis: How to Address 
HR Challenges in the Recession, a White Paper that is 
enclosed with the full report.)

Almost one-third of the respondents said that pursu-◊ 
ing organic growth was one of the most important 
business issues facing HR executives. Some compa-
nies will have to adjust to a permanent mixture of 
restructuring and growth: offense is often the best 
defense. For most of the remaining companies, 
growth will eventually return when the recession 
fades. In all cases, companies that excel at sourcing 
(or recruiting), developing (or training), and affiliat-
ing (or retaining) employees will outperform their 
less successful peers. Other companies should pay at-
tention to the actions of the companies that are suc-
cessful in these areas.

Companies already collect a considerable amount of ◊ 
data on people and people processes, but few compa-
nies use KPIs that are more sophisticated, and few take 
concrete action based on the feedback that they receive 
from KPIs. A methodology, such as BCG’s Workonomics, 
can help the HR department assess employee produc-
tivity and steer the organization in the right direction.2

The financial crisis had many causes, including the ◊ 
sometimes unsustainable, short-term, and shortsighted 
business practices and compensation systems of finan-
cial institutions. HR can play a critical role in encour-
aging people practices and processes that are sustain-
able over the long term. 

The HR department has an unprecedented opportunity 
to oversee the transformation of companies preparing for 
an era in which people will drive competition.

2. For more information, see Felix Barber and Rainer Strack, “The 
Surprising Economics of a ‘People Business,’” Harvard Business Re-
view, June 2005.
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If you want to receive the full report, please visit 
www.creatingpeopleadvantage.com
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