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T H E  B O T T O M  L I N E  

CFOs are interested primarily in direct costs saved, costs 

avoided, and increases in productivity. Talent management does 

lead to value in these ways, but only through translation to the quantifiable 

benefits CFOs understand and appreciate. In looking at the direct and 

indirect benefits of talent management, Nucleus found both, with 

productivity gains ranging from 2.5 percent to 8.5 percent. 

 

P R O D U C T I V I T Y  G A I N S  F R O M  T A L E N T  

M A N A G E M E N T  T E C H N O L O G Y  

Nucleus’s research shows technology for talent management to be a sound 

investment (Nucleus Research o199 – Talent management pays back $5.94 for every 

dollar spent, September 2014). In its analysis looking into the value of technology for 

talent management, Nucleus has found that it brings gains in productivity anywhere 

from 2.5 percent to 8.5 percent (1 to 3.5 hours per workweek). It depends on the 

application. Some organizations see even greater gains. Alternatively, well-

executed talent management pays for itself when it helps a salesperson to drive 

even one million-dollar deal, or when a new technology helps the employer to avoid 

the cost of hiring additional labor. Following are examples: 

 Performance and learning management. Especially given the evolution of 

technology in human capital management (HCM), aggregate gains from 2.5 

percent to 5 percent for employees and managers are feasible, Nucleus has 

found (Nucleus Research p199 – The coming mass extinction in HCM, November 

2015). These gains come as trigger-point learning and performance 

P R O G R A M :  H U M A N  C A P I T A L  M A N A G E M E N T  
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management dismantle and replace entrenched, conventional approaches. The 

availability of real-time data undergirds the predictive and prescriptive analytics 

that enable organizations to manage employees’ performance and learning in 

the moment, as opposed to just annually (e.g., the perennial performance 

review) or at times set by order of convention (e.g., scheduled training). As user 

interfaces (UIs) continue to evolve to emulate common consumer-grade social 

media feeds, interactivity between staff and management amplifies the new 

normal. Performance- and learning-related feedback becomes more relevant to 

the employee. Attendant, marked decreases in administrative burdens and 

logistical difficulties translate to gains. 

In its analysis looking into the value of technology 

for talent management, Nucleus has found that it 

brings gains in productivity anywhere from 2.5 

percent to 8.5 percent (1 to 3.5 hours per workweek). 

 Talent acquisition. With referral technology, for instance, an organization can 

reasonably expect to improve recruiters’ productivity by 8.5 percent. Consider 

the retailer or national restaurant chain that needs to hire 10,000 employees 

every year. Nucleus believes capable technology for referrals would on average 

save recruiters 15 minutes of time to source each of the 1,000 eventual new hires 

that might come to the employer by way of referral. Better technology here 

spares recruiters from the rote tedium that pulls them away from more 

productive activity. The organization can also avoid the cost of hiring the 

expensive labor otherwise necessary to be effective at sourcing. 

Employee engagement is desirable, yes, and it’s the benefit that most vendors of 

technology for talent management tend to tout more than any other. Note, 

however, that the examples above show benefits from elsewhere. In showing a clear 

line of sight from their solutions to the bottom line, there are ways for vendors of 

technology for talent management to succeed in presenting a defensible case for a 

return on investment (ROI). Vendors that embrace this approach will outpace 

competitors who don’t. 

H O W  T O  S H O W  T H E  B E N E F I T S  O F  

T A L E N T  M A N A G E M E N T  T E C H N O L O G Y  

Vendors of technology for talent management must give their prospects’ internal 

advocates – often the HR department – the tools to speak the CFO’s language. 
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Employee engagement is just a footnote along the path to showing that. 

Furthermore, the rules for calculating the ROI from technology, to make the 

business case for an investment, are the same as they’ve always been. Companies 

must look at breadth and repeatability. The number of people using an application 

equals breadth; the frequency with which they use it represents repeatability. More 

of each results in greater potential ROI, and there are just three types of benefits: 

 Increased revenues 

 Reduced costs 

 Increased productivity 

Vendors of technology for talent management must 
give their prospects’ internal advocates – often the 
HR department – the tools to speak the CFO’s 
language. Employee engagement is just a footnote 
along the path to showing that. 

To build a business case that resonates with the CFO, buyers of technology for 

talent management must determine the following: 

 Which are likely to deliver on one or more of the three types of benefits areas? 

 How is the benefit likely to be achieved? 

Once buyers have identified their best potential projects, their next step is to 

identify those projects’ top benefits – and what types of benefits those are. 

FIRST-ORDER BENEFITS 
First-order benefits are direct cost savings or costs avoided. They’re straightforward 

to show; everyone believes these benefits will be achieved. In the case of HCM 

technology, first-order benefits are found in improvements to the most budget-

facing activities. Payroll and benefits administration are examples. 

Talent management can deliver first-order benefits, 

too – in the form of innovation. 

Talent management can deliver first-order benefits, too – in the form of innovation. 

The addition of sourcing technology to a recruiting function is an apt example – well 
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within the wheelhouse of talent management. If an organization expects to find 

passive talent by using these technologies, for instance, the cost is the expensive 

labor otherwise needed to complete the task. 

SECOND-ORDER BENEFITS 
Second-order benefits are first-order benefits, but they contain a qualifier or 

hedging word: 

 We think we can reduce spending on job postings. 

 We hope to reduce staff needed to source passive candidates. 

 We expect that we can reduce the error rate for payroll. 

For instance, trigger-point learning can have an effect on the bottom line by routing 

the right learning recommendation to the right salesperson at just the right time to 

help him or her drive a deal to close. Just one million-dollar deal saved, and the 

solution pays for itself. Additionally, with second-order benefits, innovations in 

technology for talent management can again show value. Consider examples similar 

to the aforementioned one of an employer deploying new sourcing technology in 

place of hiring labor to shore up the slack. 

With any second-order benefits, CFOs will demand 

more due diligence in support of any claims and an 

action plan showing more detail on how the benefits 

will be achieved. It is a vendor’s obligation to provide 

internal advocates at the prospect organization with 

the information they need to make this case. 

With any second-order benefits, CFOs will demand more due diligence in support of 

any claims and an action plan showing more detail on how the benefits will be 

achieved. It is a vendor’s obligation to provide internal advocates at the prospect 

organization with the information they need to make this case. 

THIRD-ORDER BENEFITS 
Third-order benefits are about gains in productivity – found in many of the examples 

shared in these pages. Nucleus has found that many of the innovations and 

improvements available today in technology for talent management have a 

measurable, positive impact on productivity. But a correction factor is necessary to 
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determine the inexact correlation between time saved and productivity gained. In 

other words, employees won’t devote all their time saved to something else. For 

instance, in the example of referral technology, mentioned earlier, recruiters save 11 

percent of their time, but a correction factor of 70 percent shows the increase in 

productivity to be closer to 8.5 percent. 

A correction factor is necessary to determine the 

inexact correlation between time saved and 

productivity gained. In other words, employees 

won’t devote all their time saved to something else. 

FOURTH-ORDER BENEFITS 
These aren’t benefits so much as they’re feel-good nice-to-haves. If the benefits 

statement sounds like a narrative yarn, it’s probably spun together with fourth-order 

benefits. Vendors’ marketing copy is littered with fourth-order benefits. The line of 

sight from the product to the benefit is unclear and fails to resonate with the CFO.  

This is where employee engagement sits. A vendor may say that its technology 

helps to improve retail employees’ level of engagement, noting that this is likely to 

result in happier customers. An employee recognition technology might be the 

product driving this claim. But that increase in profitability is a fourth-order benefit, 

and the way to show its value is to translate the benefit into productivity gains – 

which are at least plausible if employees experience better morale. 

Advocating for feel-good fourth-order benefits will 

no longer cut it – not that it ever did. 

In fact, many fourth-order benefits are just a few steps away from becoming higher-

order benefits. This is fortunate. The other way to translate a fourth-order benefit to 

a higher one is, again, by showing avoided cost. A streamlined, engaging technology 

for onboarding, for instance, spares an employer the cost of labor to drive all the 

administrative activity that would otherwise monopolize HR’s time. 

L O O K I N G  A H E A D  

Competition is only tightening in talent management. Vendors’ roadmaps have 

been robust (Nucleus Research p153 – Technology Value Matrix 2015 – Talent 

Management, September 2015). These circumstances amplify the need for vendors 
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offering it to show quantifiable value. Advocating for feel-good fourth-order 

benefits will no longer cut it – not that it ever did. Tall tales of employee 

engagement affecting the bottom line may capture an HR department’s 

imagination, but not that of the CFO – who controls the purse strings when an 

employer decides whether to deploy technology for talent management. To 

outpace the competition in gaining and retaining customers, vendors of technology 

for talent management must equip prospects to command the CFO’s attention. 

CFOs prefer to see a clear line of site from the solution to the benefit. The best 

examples show direct cost savings, costs avoided, or increases in productivity. 


