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Thinking of upgrading talent by hiring a Superstar?

The current economic downturn seems to spell doom and gloom for businesses, but the
truth is that today’s economy actually gives smart companies a chance to upgrade their
talent.

The U.S. Bureau of Labor Statistics (BLS) recently reported that job losses associated with
mass layoff events (those that involve at least 50 initial claims for unemployment
insurance) in the first quarter of 2009 were up 160 % from the previous year. So far this
year, layoffs deeply impacted more industries and companies than ever before.
Microsoft, Starbucks, and even Caterpillar, the world's largest manufacturer of
construction equipment, recently announced such layoffs.

The supply of talented individuals, many of whom were cultivated and trained by some of
the world’s most innovative and productive companies, has never been so plentiful or
affordable. A number of our clients are seizing this opportunity to bring superstars on
board. Throughout the last 20 years we have learned from our clients’ experiences, and
we have summarized five key lessons to help optimize the upgrading process:

1. Identify your current and future internal stars first.

2. Align your hiring decisions with your need for current and future talent.
3. Temper your expectations; high performance isn’t always portable.

4. Don't let eagerness short circuit your selection process.

5. Underpromise and overdeliver.

This report drills deeper into each lesson to guide you through the talent upgrade process
and help you avoid common mistakes.
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Five Lessons for Upgrading Talent with Outside Superstars

1. Identify your current and future internal stars first

www.profilesinternational.com
©2009 Profiles International, Inc. All rights reserved.

The answer to your needs could be right under your nose

Promoting from within is usually less expensive and a lot less risky than hiring from the outside.
According to University of Michigan Professor Dave Ulrich, external hires cost about 20-30% more
than internal hires.

External hires for management positions also present a greater risk of failure in the new role than
internal promotions. The higher the organizational level of the positions that are filled from the
outside, the greater the risk of failure. There are three reasons for this:

1. They don’t fit the culture of their new organization;
2. They lack the relationships and internal networks to get things done;
3. They don’t fit the job they’ve been hired to do.

Internal hiring reduces these risks and enables promotions from within to have greater chances of
success than external hires.

So, before committing to hiring outside superstars, organizations should use their performance-
management processes to identify strong employees. Future potential is based on accumulated
skills and experience as evidenced by past achievement, ability to learn new skills and willingness to
tackle larger and more complex assignments.

Know your people; make informed decisions

Companies that conduct disciplined, meritocratic assessments of performance and potential are
better prepared to make good personnel decisions. Selectively promoting from within sends a
motivating message to others in the company that by doing the right things and getting the right
results, they can build a prosperous career in the organization.
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Five Lessons for Upgrading Talent with Outside Superstars
2. Align your hiring decisions with your need for current and future talent

Beware of that “star struck” feeling!

Don’t buy a Porsche when you only need a Camry, and don’t buy a Porsche when you need a
minivan. Just as it is easy to get enamored with a high-performance automobile, it is easy to
get enamored with a superstar because of his reputation or employment history.

The bottom line is that you need to understand your current and future needs and then fill
those roles with the right people at the right pay level.

Don’t forget basic supply and demand

Start by assessing the types of talent that drive business value today and those that will drive
it three years from now, as well as those talent segments that are currently available and
those that will be available in the future. Keep in mind, for example, that groups such as new
MBAs will be just as available in two years as they are now. Also consider the type of talent
that takes years to either replace or develop. This might include, for instance, skilled electric
utility engineers in an environment in which retirements are dramatically reducing supply.

Performance management that is informed by key strategic questions can minimize the
negative cultural impact of downsizing, improve the bottom line and help identify talented
people whom the company should try to retain. It also allows the company to determine
which positions should be filled with outside superstars.




Five Lessons for Upgrading Talent with Outside Superstars

3. Temper your expectations; high performance isn’t always portable

When star power doesn’t transfer

Harvard Professor Boris Groysberg recently investigated factors affecting a star performer’s
. . chances of replicating her successes in a new environment.
Studiessshow GE executives P 8
His team discovered that portability of high performance occurs in some instances but not in
others. Stars whose positions require consistent cooperation and collaboration with others
have a tough time maintaining their high performance in a new organization.

fared better when they could

bringinother GE alumni.

If a company chooses to hire such individuals, management must provide sufficient time for
COWZpClI’li@S that hired a team Of them to develop relationships, and management should ensure that the new hires are
mentored as they adapt to new circumstances. The more a position depends on organizational
three.or more GE executives systems, process knowledge and internal relationships, the more likely it is that an internal
employee will outperform an outside star.

showed annualized returns of
Star performers require high-quality support

15. 7%’ while those that hired Groys!oerg also d.iscovered that top performers rely on high-quality colleagues in their
organizations to improve the quality of their own work.

just ‘one (or none) achieved L . . i o

It is imperative that hiring organizations understand that stars are not self-contained silos.
Producing top-quality results requires collaboration and flows of information among a network
of top performers. That means any one decision on hiring and retention can have a real impact
on the performance of top employees in an entirely different part of the firm. It also means that
it is not enough to have a few star performers here and there within the organization. If these
stars lack high-quality support and information-sharing with other star colleagues, they will
have a harder time maintaining their star performance.

annualized returns of -16.5%.
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Five Lessons for Upgrading Talent with Outside Superstars

4. Don’t let eagerness short circuit your selection process

Avoid Ready, Fire, Aim...

It can be tempting to go in for the kill when a potential superstar gives the impression that he
or she is interested in joining your organization. Take heed! When you’re about to make a big
investment, it is more important than ever to maintain the integrity of your selection process.

If you normally include co-workers in the interview process, then making exceptions to this
protocol might insult them. The same goes for assessments. These can help you uncover
important information about the candidate that is much less likely to surface during an
interview, especially if the interviewer is “star struck.” If the superstar tests differently than
other top performers in the job, or if he doesn’t fit with his team or managers, then strongly
consider saying “no”.

Consistency helps reduce legal risk

Leaders might view reference and/or background checks as a bother when they "know"
someone is right for a position. But employment experts estimate that nearly one-third of all
resumes contain false or exaggerated information. You’re about to make a big investment—

Nearly 0n€-third don’t shortcut this step.

OfreSl/lmeS Not only is utilizing a fair and consistent process the right thing to do, but legal challenges to
employee selection standards are expensive and can create considerable negative PR for an

COntain falSe or organization. Remember when WalMart was the poster child for unfair employment practices?
To their credit, they did a masterful job of cleaning up their act.

exaggerated

. . The best employee selection process ensures that selection standards are job related, validated

lnfOVmCltZOI/l. and standardized. An ounce of prevention will definitely be worth a pound of cure in the

future.
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Five Lessons for Upgrading Talent with Outside Superstars

5. Under promise and over deliver
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Don’t create “package envy”

If you land a big fish, don’t expect everyone to be thrilled. Some people will not only be
unenthused, but they might even go out of their way to sabotage the star just to prove a point.

When you gloat about hiring the next savior, it won’t be long before you hear the first rumors
about the compensation package, and the special perks and concessions that were made to
woo the star to join the team. We see this all the time in professional sports; when the
superstar signs for superdollars, the rest of the team decides that it’s time to renegotiate
contracts, hold out of training camp or demand a trade.

Nobody needs these distractions. Temper your enthusiasm, encourage the superstar to be
humble and keep all details of the deal strictly confidential.

Get some quick wins to build credibility and trust

Once the new star hire and members of her team come aboard, she must be willing to re-earn
credibility regardless of her prior accomplishments and no matter how hard the organization
courted her. Expect her to prove her value and gain the trust of her colleagues, and always
communicate that expectation.

There’s a saying that money talks and BS walks. It is crucial that your new superstar deliver
successful results and contribute to the organization in order to build credibility. Expect
everyone to earn credibility in a new organization, regardless of their past accomplishments or
reputation. If you can help them build momentum with some quick wins, then consider this to
be a part of the on-boarding effort.
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Summary of Lessons Learned:

Upgrading Talent with Outside Superstars

1. ldentify your current and future internal stars first.

2. Align your hiring decisions with your need for current and future talent.
3. Temper your expectations; high performance isn’t always portable.

4. Don’t let eagerness short circuit your selection process.

5. Underpromise and overdeliver.
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Profiles International — Who We Are

Profiles International helps organizations worldwide
create high-performing workforces.

Through our comprehensive employment assessments
and innovative talent management solutions, our clients
gain a competitive advantage by selecting the right
people and managing them to their full potential.
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ProfileXT®

PXT — The ProfileXT® is a ‘total person’ assessment that has a myriad of uses. It measures
job-related qualities that make a person productive — thinking and reasoning style, behavioral
traits, and occupational interests. These qualities in an individual directly affect her
productivity and the productivity of her entire team. An added benefit? The ProfileXT
provides 10 reports from one fifty-minute assessment: individual report, placement report,
succession planning report, candidate matching report, coaching report, job analysis report,
sales placement report, sales management report, summary reports and graph reports.

CheckPoint 360°™

CheckPoint Management System combines direct feedback from direct reports, peers,
supervisors, and customers, with a personalized program for developing specific leadership
skills based on that feedback. This assessment process highlights a manager’s job
performance in 8 skill clusters: leadership, communication, personal development,
development of others, production task management, relationships, and adaptability. The
CheckPoint 360° uncovers the following productivity killers: ineffective management
practices, poor communication, inadequate leadership skills, distrust of management,
inability to delegate, low motivation, lack of commitment, low performance standards, and
workplace conflicts.
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About Profiles International

Products of Interest

Customer Service Profile™

Another key to driving performance is having a consistent company message. CSP — Customer

i Service Profile measures key characteristics of exceptional customer service. How much easier is it
to drive performance when the people engaging the customer on a daily basis are all on the same
- page? The CSP looks at what our current and future employees believe is a high level of customer

— service, while at the same time showing us where they align (or not) with our company’s perspective.

The use of superior talent management practices can easily identify a potential need for additional
people or better use of existing resources. With efficient selection and on-boarding practices, both
new people and incumbents become more productive in a short amount of time. SOSII — Step One
Survey II® can help give new employees the head start they need from day one. By making sure
prospective applicants are a ‘fit’ for our corporate culture before joining the team, we can know in
advance how a person can assimilate into a work environment in the optimum amount of

time. Insight into an applicant’s work ethic, honesty, integrity, propensity for substance abuse, and
attitudes on theft (including property, data and the most expensive commodity -- time), can give a

much-needed preview into how well this person will mesh with a company’s current culture and
climate.

| .
!

= Profiles WorkForce Compatibility™

Profiles WorkForce Compatibility is a powerful tool that measures critical workplace compatibility
information between a manager (executive, director, supervisor, team leader) and his employees.
PWC is used to increase productivity, identify and close compatibility gaps between manager and

. employee, improve communications between manager and employee, raise the level of
engagement, and reduce employee turnover.
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About Profiles International

Additional Reports from Profiles Research Institute

America’s Most Productive Companies

In economics, “productivity” is a measure of output per unit of input. For purposes of this study, we defined
labor productivity in terms of revenue produced per full-time employee. Calculating this required us to
analyze financial data from over 1,600 publicly traded companies that we then organized into over 175 sub-
industry groups.

We then identified the companies that ranked highest in each category and took a closer look at the
practices that enable them to out-produce their peers. By understanding these practices, we hope to
educate ourselves and our clients about the practices that can help them run more efficiently and become
more competitive in the marketplace.

5 Critical Management Derailers: Symptoms and Remedies

Why do front-line managers fail and what can be done to avoid failure? We polled our experts to identify
our top five most common management derailers. They are:

1. Poor interpersonal and communication skills
2. Inadequate leadership skills

3. Resistance to change

4. Inability to deliver expected results

5. Inability to see beyond their functional silo

This report elaborates on these five issues and offers some common sense advice for helping your managers
avoid them.
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Additional Reports from Profiles Research Institute

Selection Strategies for Re-organization, Re-deployment and Recovery:
Comprehensive Report of Findings

Profiles International researchers conducted a comprehensive review of organizational design and talent
management practices to identify over 50 “best practices” in the context of organizational restructuring. We
then asked several experts to rank order their top 20 best practices from this list. From this, we determined
our “Top 10” best practices list.

Selection Strategies for Re-organization, Re-deployment and Recovery:
C-level vs. Non C-level Comparison Report

Profiles International researchers conducted a comprehensive review of organizational design and talent
management practices to identify over 50 “best practices” in the context of organizational restructuring. We
then asked several experts to rank order their top 20 best practices from this list. From this, we determined
our “Top 10” best practices list. From these “Top 10” best practices we designed a brief 10-question survey
to poll our clients on how well they believed their organizations followed these practices and how well they
would be prepared for a major re-organization and re-deployment event. Nearly 800 people (over 30% in
companies with over 500 employees ; 50% of participants had Director-level roles or higher) participated in
the study.

Our findings highlight some considerable differences between the perspective of C-suite and non C-suite
participants on nearly every dimension we measured. This heightens concerns that the C-suite may be out
of touch with what is actually happening on the front lines as it relates to re-organizing and re-deploying
talent in the midst of change.
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Additional Reports from Profiles Research Institute

Four Essential Tactics for Optimizing Organizational Talent

Now more than ever you have the opportunity to optimize your organizational talent. While cost cutting may
be inevitable, it’s important to avoid some of the common traps that will put you at a disadvantage when the
economy turns around. The bottom line is that you need to know your human capital inventory well enough
to make the best decision. Our researchers have identified four essential tactics to optimize your
organizational talent. These are:

1. Remove your chronic underperformers

2. Remove your bad apples

3. Uncover your hidden gems

4. Never stop your hunt for high quality outside hires

This paper elaborates on these four essential tactics.
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