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Organizational leaders require an agile approach to navigate 
external disruptions, including mitigating existing labor shortages 
and expanding the available pool of talent to meet business 
priorities. A skills-based approach to human capital practices allows 
for a more dynamic, nimble, and effective way to connect the work 
to workers, provide targeted upskilling and reskilling opportunities, 
and mobilize talent to meet the most critical business needs. 

Utilizing skills has been a way to define how work gets done and who is capable of 
performing the work for decades. Now the concept of skills takes on new purpose 
by becoming the common language and data element used to integrate human 
capital practices, provide transparency into the capabilities of the workforce, create 
greater organizational agility, and elevate the employee experience. 

Not all organizations may be adopting a skills-based approach, but among those 
who have, they are realizing key benefits while also tackling many challenges. HR 
and business leaders are determining if, how, and when they should transition to this 
new, skills-based human capital model.1 

For this study we explored why this shift to a skills-based approach to human capital 
is occurring, when it adds the most value to the business, and what factors should 
be considered to successfully make this significant change.

We took a multimethod approach to gather both qualitative and quantitative 
information from human capital leaders and practitioners in US-based corporations. 
Focus groups consisted of 45 leaders in human capital, talent management, learning 
and development, and strategic workforce planning. We used insights from focus 
groups to design a survey distributed to an audience of HR and talent leaders. There 
were 139 respondents, representing 17 industries, primarily from large companies. 
(See About This Study on page 12 for more information.)

1 Marion Devine, Navigating to a Skills-Based Approach to Talent Management,  
The Conference Board, 2021.
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Insights for What’s Ahead 

The business need for organizational adaptability and innovation 
will continue to drive a shift to a skills-based human capital 
strategy. Organizational leaders will increasingly transition to 
skills-based human capital practices as they recognize the need for 
organizational agility and the criticality of identifying and addressing 
business-essential workforce capabilities.

The complexity of this change to a skills-based organization 
requires a shift in how we think about work and workers. 
Becoming a skills-based organization involves a significant 
change in human capital operating models and a new mindset 
about employees’ capabilities. As the boundaries that define 
jobs becomes blurred, so too does the way we think about the 
capabilities and versatility of those people performing the work. 

To realize the greatest value, skills should be used in multiple 
human capital processes and practices. The value and promise 
for a skills-based approach to human capital are those actions 
and decisions designed to address the organizations’ pressing 
needs for closing current skill gaps, anticipating and mitigating 
future skills needs, and hiring and developing people for both 
proficiency and potential. 

Expect continued growth of HR technology solutions with 
artificial intelligence and machine learning (AI/ML) functionality 
that leverage skills as the core, common data element. 
Identifying, tracking, and leveraging skills across human capital 
practices is a complex endeavor and one that requires the support 
of technology. The data generated by these tools provides the 
organization with critical information about both existing and 
evolving skills in order to prepare for future business needs.

To make the transformation to a skills-based organization, 
consider organizational readiness and ability to overcome 
key barriers to change. Many organizations are in the very 
early stages of considering the value of transitioning to a more 
skills-based organization and embracing skills-driven talent 
strategies. Human capital leaders note many key challenges, but 
perhaps most significant are the cultural and behavioral changes 
necessary to realize value.
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What does a skills-based talent approach mean?

You may be asking—haven’t we been using skills for decades to define work? 
What’s so new and different about a skills-based approach to human capital? 

What is different now is the speed of change and the digital, intelligent 
technology driving it. The elemental aspects of work—tasks—are changing 
rapidly and exponentially. The complexity and static nature of jobs is being 
challenged.2 So the elemental aspect of the worker—their capabilities—
must also be revisited. 

Additionally, the increased use of intelligent HR technologies, designed to 
address these workforce demands, requires a simple, standard core data 
element on which to base elaborate algorithms—that data element is skills. 

Skills-based organizations define how work is accomplished by 
deconstructing roles into critical tasks and outcomes, and identifying the 
current and emerging human skills required to complete the work. For these 
organizations, skills become the center of the talent strategy, in place of, or 
alongside, the traditional structure of jobs, enabled by intelligent technology.

The Conference Board Definitions:

Skill: a learned aptitude or ability that is acquired or 
developed through training or experience and can be 
measurable, transferable, and applied to many tasks and roles.

Capability: a broader collection of skills; a group of skills 
attributed to a particular context; capabilities are often unique, 
exclusive, and proprietary to a company.

Competency: a combination of skills, knowledge, attributes, 
and behaviors described and exercised effectively to perform 
the duties of a specific role; broad, complex, context oriented.

2 John Boudreau and Ravin Jesuthasan, Work Without Jobs, MIT Sloan Management Review, 
January 2021.

https://www.conference-board.org/us/
https://sloanreview.mit.edu/article/work-without-jobs/
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The need for organizational agility and innovation 
will continue to drive a shift to a skills-based human 
capital strategy.

This emerging transformation in human capital practices is being driven by the talent 
needs of the business as it confronts the challenges of accelerating change. The 
need to be more agile and resilient has further emphasized the need for continuous 
reskilling and upskilling of the workforce. One of the key drivers that emerged from 
focus groups with various Councils from The Conference Board is the business 
imperative to develop digital and other critical skills to achieve digital transformation 
priorities for enhancing performance at the organizational and individual levels. Yet, 
others expressed that while digital transformation may have initiated the change, the 
value of this operating model is being recognized as a way to address other pressing 
human capital challenges.

Survey respondents noted the top three ways a skills-based approach provides value 
to the business include:

1. The ability to find, keep, and grow talent; 

2. Greater talent agility; and 

3. Improved transparency to available internal workforce skills. 

Figure 1 illustrates the linkage of a skills-based approach to workforce development 
and talent management to the priorities of the business.

Leaders see value in skill-based talent practices for 
finding, keeping, developing, and mobilizing workers

Question: What value does a skills-based approach to talent provide to the business? 
(Select all that apply) 

Ability to find, keep,  
and grow talent

Greater talent agility

Improved transparency to 
available internal workforce skills

Improved overall  
employee experience 

Commitment to diversity, 
equity, and inclusion priorities

Achievement of digital 
transformation priorities

85%

82%

78%

60%

60%

44%

Note: 129 respondents
Source: Agility and Innovation Are Fueled by a Skills-Based Talent Strategy, The Conference Board, 2022

Figure 1

https://www.conference-board.org/us/
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The complexity of the change to a skills-based organization 
requires a shift in how we think about work and workers. 

HR leaders who have started this transformation quickly realized the complexity and 
far-reaching impact on their organization’s culture and operating models. This is not 
just a shift in HR processes; it also impacts how they view and utilize the capabilities 
and talents of their workforce. Leaders play a key role in this change. If they continue 
to view employees as only job holders, rather than as flexible, adaptable resources 
capable of learning new and repurposing existing skills, the transformation to a new 
human capital model will not succeed. 

In the words of one human capital leader and focus group participant, “If business 
leaders make it difficult for employees to cross business lines for opportunities, it blocks 
the use of skills for organizational agility.” These comments are consistent with our prior 
research, which found that internal mobility requires a culture shift led by the C-suite.3

Figure 2 illustrates the importance human capital leaders place on the cultural and 
behavioral changes related to a shift to skills-driven human capital processes.

Many HR leaders who have begun the transformation to a skills-based organization 
stated they underestimated the complexity of moving to this approach. Traditionally, 
jobs provide a relatively stable and predictable structure which defines and 
influences how people perform the work and interact with each other. Leaders who 
realize they need more flexibility and versatility in the way work is accomplished 
begin to view employees as a malleable asset to flex based on business demands. 
This requires leaders to think differently about ways of working, how to evaluate 
performance and guide development, as well as the definition of an ideal hire. 

3 Robin Erickson and Deb Cohen, Transforming Talent Acquisition, Onboarding, and Internal Mobility: 
Conversations with CEOs, CHROs, TA, and HR Leaders, The Conference Board, 2021.

Leaders recognize a shift in mindset about the capabilities  
of workers is necessary to successfully use a skills-based  
approach to talent

Question: To what extent do you agree that a shift to a skills-based talent approach 
involves a significant change to the organizational culture and mindset about talent?

Strongly agree

Agree

Neutral

Disagree

Strongly disagree

55%

37%

6%

1%

0%

Note: 139 respondents
Source: Agility and Innovation Are Fueled by a Skills-Based Talent Strategy, The Conference Board, 2022

Figure 2

https://www.conference-board.org/us/
https://www.conference-board.org/publications/transforming-talent-acquisition
https://www.conference-board.org/publications/transforming-talent-acquisition
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In recognition of this cultural and mindset shift, HR leaders in our study noted that 
targeted change management is essential and should not be underestimated. One 
HC leader stated, “Change management is our biggest concern.” Others agreed that 
if leaders do not consider this cultural change in how workers are viewed and valued, 
it may undermine the success of the transformation.

To realize the greatest value, skills should be used  
in multiple human capital practices. 

Once the need for greater organizational agility and talent versatility is identified, HR 
leaders must decide which skills-based human capital practices provide the greatest 
value and impact for the organization. Often the decision is reactive when leaders realize 
their employees do not have the skills they need to perform essential current work, and 
finding people in the labor market with in-demand skills is equally challenging.

Survey respondents validated those reasons, as illustrated in Figure 3, by indicating 
that closing current skill gaps (82 percent) and anticipating future skills needs (81 
percent) are top priorities. Consistent with the top business driver to attract, retain, 
and grow talent, we found that providing career opportunities (78 percent) and 
internal mobility (73 percent) are also key influencing factors of change. 

Keeping these driving factors in mind, we asked HC leaders which specific human 
capital practices served or may serve as the starting point for leveraging skills. We 
also asked whether those were the areas where they anticipated the most benefit. 
Interestingly, there were some differences. 

Closing skills gaps and providing career development opportunities 
are top factors influencing a shift to skills-based talent practices

Question: What are the most important factors influencing the use of a skills-based 
approach to human capital in your organization? (Select all that apply)

Need to up-skill/re-skill workers 
to address critical skill gaps

Need to predict and plan  
for future skills

Need to provide robust  
career development

Need for internal  
career mobility

Need to attract  
diverse talent

Need to create a gig-based 
talent marketplace

Other; please specify:

82%

81%

78%

73%

60%

31%

3%

Note: 120 respondents
Source: Agility and Innovation Are Fueled by a Skills-Based Talent Strategy, The Conference Board, 2022

Figure 3

https://www.conference-board.org/us/
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HC leaders we spoke to said it is the urgent need for upskilling and reskilling that 
drove them to adopt a skills-based strategy for learning and development. The 
difficulty in filling open roles also placed emphasis on the need for skills-based talent 
acquisition and how they thought about the proficiency and potential of a new hire. 
Some organizations are hiring for skills and consider them a reasonable alternative 
to credentials, such as education level.4 By clarifying key skills necessary today and in 
the future, these organizations were able to determine if they must build those skills 
internally with their current workforce or hire new employees who have those skills. 
One leader in the healthcare industry noted, “By focusing on skills for recruiting, 
learning, and performance, we are able to provide more opportunity to people of 
color who don’t have the same access to education and broad work experiences.”

Most HR leaders noted the top three areas they tackled as a starting point for this 
transition were: 1) learning; 2) career development; 3) and recruiting. However, when 
asked which areas would benefit the most from a skills-based approach, career 
development and recruiting were still important, but career mobility and strategic 
workforce planning yielded high value. These differences are illustrated in Figure 4.

4 Deb Cohen and Robin Erickson, Different in Degree: Closing the Talent Gap with Alternative 
Credentials, The Conference Board, 2020.

The greatest opportunity for leveraging the value of skills is in 
career development, career mobility, and strategic workforce planning

Questions: For which talent practices are you currently using a skills-based approach? 
(Select all that apply)
Which talent practices benefit the most from a skills-based approach? (Select all that apply)

Figure 4

Note: 120 respondents
Source: Agility and Innovation Are Fueled by a Skills-Based Talent Strategy, The Conference Board, 2022

Learning

Career development

Recruiting and hiring

Leadership development

Strategic workforce planning

Career mobility

Succession planning

Performance management

Compensation and rewards

50%

Currently using Most beneficial

46%

45%

42%

37%

29%

28%

18%

17%

33%

28%

72%

68%

68%

59%

79%

74%

51%

https://www.conference-board.org/us/
https://www.conference-board.org/topics/talent-gaps/different-in-degree-alternative-credentials
https://www.conference-board.org/topics/talent-gaps/different-in-degree-alternative-credentials
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By leveraging skills data, individuals and leaders can make informed 
decisions about a person’s next career opportunity and the overall 
movement of talent across the organization. Insights about current and 
future skills also become the foundation for ongoing scenario planning, 
gap analysis, and workforce planning. As organizations mature in their use 
of skills, we anticipate expansion and growth into these high-value areas of 
mobility and workforce planning.

Expect continued growth of HR technology solutions 
with AI/ML functionality that leverage skills as the 
core, common data element. 

For organizations to capture, track, and utilize data about skills, and to 
do it with speed and at scale, it is necessary to use advanced, intelligent 
HR technology solutions, utilizing machine learning, natural language 
processing, and AI functionality. Our data indicate that learning and 
development tends to be a starting point for many organizations exploring 
the use of skills-driven solutions. Learning experience technology (LXP) 
providers were some of the first to demonstrate the value of using skills 
taxonomies, linked to learning content, to address upskilling and reskilling 
needs. The use of augmented AI in learning, according to Yorks, Abel, and 
Rotatori (2022)5, can accelerate the process of identifying organizational 
training and development needs while suggesting developmental and career 
options to employees at the same time.

These intelligent tools need a simple and standard core data element on 
which to base these elaborate algorithms. A skills taxonomy serves as the 
common language about skills for the organization. Skills taxonomies can be 
built or bought, as many HR technology partners already provide a taxonomy 
with the software solution. However, in our research, HC leaders expressed 
frustration with both creating and adopting a skills taxonomy. The challenge 
can be getting agreement in the organization about a taxonomy of skills 
that is useful, comprehensive, and simple, yet also reflects unique aspects of 
their organization. 

Survey respondents noted that a skills taxonomy must include:

• Proficiency levels; 

• Common skills language; 

• Skills definitions; and 

• Flexibility to continuously add and update skills. 

5 Lyle Yorks, Amy Lui Abel, and Denise Rotatori, Strategic Human Resource Development in 
Practice: Leveraging Talent for Sustained Performance in the Age of AI, Springer, (forthcoming 
August 2022).

https://www.conference-board.org/us/
https://link.springer.com/book/10.1007/978-3-030-95775-9
https://link.springer.com/book/10.1007/978-3-030-95775-9
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Even once an organization decides on a skills taxonomy, the task of keeping 
it current and relevant may require more effort than anticipated. One 
organization in our study created a governance team whose role it is to 
create, maintain, update, and monitor the health of their skills taxonomy. 

The skills taxonomy is used as input to many skills-based talent management 
applications/platforms. HC leaders noted these solutions are not exclusive to 
learning and talent management platforms but also include core HR systems 
(HCM), talent acquisition technology (ATS, CRM, RM), career development 
and mobility platforms, talent marketplaces, and more. Current well-known 
platforms include Degreed, Gloat, Fuel50, Cornerstone/Edcast, Eightfold, 
Avature, and many others. 

Organizations are starting to make the transformation 
to skills-based human capital practices, but progress is 
slow due to barriers to progress.

Both our focus groups and survey data document that many human resource 
leaders have a high interest in transitioning to a skills-based approach to 
human capital management. However, the transition is at the initial stages 
of development for most organizations. For others, it is taking longer than 
expected to see benefits. In the words of one focus group participant, “We 
are two years into the process and are not done yet.”

Skills taxonomies must be clear, useful, flexible and applicable  
to all talent practices

Question: To be most effective, a skills taxonomy must include… (Select all that apply)

Proficiency levels

Common standard  
skills language

Skill definitions

Flexibility to continuously 
add and update skills

Relationships between 
skills (e.g., skill adjacencies)

Predefined linkages of 
skills to jobs or roles

Degree of difficulty of 
acquiring the skill

84%

81%

80%

78%

66%

64%

47%

Note: 129 respondents
Source: Agility and Innovation Are Fueled by a Skills-Based Talent Strategy, The Conference Board, 2022

Figure 5

https://www.conference-board.org/us/
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The survey data is consistent with the focus groups (Figure 6):

• 66 percent of survey respondents reported being in the early stages of 
preparing or just starting to use skills-based solutions. 

• Only 6 percent reported not considering making this change. 

Figure 6

Most organizations are just beginning to consider adopting 
skills-based talent solutions

Question: How would you describe your organizations’ transformation  
to skills-based talent practices?

Preparing: beginning  
to explore skills-based  

talent practices

Novice: starting to implement 
skills-based solutions in one 

talent practice

Established: currently  
using skills in 1-2  

talent practices

Growing: using skills  
in more than  

2 talent practices

Innovating: using  
skills across all talent  

practices

Not currently considering 
a transition to skills-based 

talent practices

29%

37%

9%

15%

4%

6%

Note: 139 respondents
Source: Agility and Innovation Are Fueled by a Skills-Based Talent Strategy, The Conference Board, 2022

Many HC leaders noted that while they had made some progress on the 
transformation to skills, it was taking longer and was more complex than 
anticipated. When asked specifically about barriers and challenges to 
change, survey respondents noted the top challenges were:

• Outdated skills data; 

• Lack of resources; 

• Complexity of technology; and 

• Culture that does not support the change. 

https://www.conference-board.org/us/
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The data also indicated some differences in barriers depending upon 
where the organization was in the transformation process. Companies 
just beginning to explore skills-based human capital practices were more 
likely to report that the complexity of the technology and lack of buy-in 
by leaders are key barriers to progress. Organizations who have already 
implemented skills-based human capital practices and are interested in 
growing and expanding their use were more likely to report poor adoption 
by employees as a barrier. 

HC leaders we spoke to expressed being somewhat unprepared for 
the complexity of the technology solutions that initially looked so 
straightforward. Ensuring internal resources are available and capable of 
implementing, maintaining, and sustaining the solution is critical.

Barriers related to leaders who do not support the change may be more 
difficult to overcome. This may indicate that there isn’t a compelling business 
case for change or that the case has not been clearly presented. Of course, 
not all organizations may need to, or are able to, make this transformation. 
Leaders who realize they need a more agile, versatile workforce to navigate 
rapidly changing or uncertain markets are most likely to be the ones ready to 
drive this change to skills.

Finally, employees and managers play an important role in providing and 
validating skills data. Additionally, their adoption of skills-based tools is 
contingent upon the value they place on the outcomes and the experience 
they have when engaged with those processes. 

Data, technology, and lack of resources top the list  
of barriers to change

Question: What are the greatest barriers or challenges to transition to 
a skills-based organization? (Select all that apply)

Outdated skills data

Lack of resources

Complexity of the technology

Culture that does not  
support the change

Lack of buy-in by leaders

Poor adoption by employees

Lack of budget

Other 

50%

50%

46%

42%

39%

27%

24%

13%

Note: 119 respondents
Source: Agility and Innovation Are Fueled by a Skills-Based Talent Strategy, The Conference Board, 2022

Figure 7

https://www.conference-board.org/us/
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Implications for Future Practice 

This research demonstrates how organizations and development of the 
workforce have begun transforming to a new operating model based on 
skills. We explored why organizations have or are considering a shift to a 
skills-based approach to human capital, when this change provides the most 
value to the business, and what factors should be considered. These findings 
have important implications for the management of human capital now and 
for the future. Following are suggestions for organizations that chose to 
undergo this transformation to a skills-based approach:

• Use a skills-based, data-informed approach to gain insights about and 
transparency to skills and capabilities of the current workforce and create 
a targeted plan to address the gap with future skills needs.

• Create a common language about workforce capabilities that can be 
leveraged across organizational and industry boundaries to address 
growing labor market challenges.

• Align learning and development opportunities with current and 
changing business-critical skill sets needed across the organization and 
even across industries.

• Provide short-term projects and “gigs” that benefit the organization 
and provide development opportunities by tracking and mapping skills 
required for the work-to-skill availability.

• Attract, select, and hire based on core, critical skills and capabilities to 
provide more opportunity to underrepresented groups and increase the 
diversity of talent pools. 

• Identify skills that must meet proficiency requirements at time of hire, 
and offer opportunities to learn additional skills once on the job.

• Implement human capital practices for evaluating employee skills to 
support continuous development essential for career mobility and 
retention of valued employees.

• Leverage corporate digital transformation and automation initiatives 
to clarify critical human skills related to accomplishing the work and 
decouple those from tasks that can be automated or augmented with 
intelligent technology.

• Ensure coordination between the technology and human capital 
functions for effective skill-based workforce development.

https://www.conference-board.org/us/
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About This Study
After conducting a literature review, we convened virtual focus groups of 45 leaders 
from various organizations. Leaders from the health care and consulting industries 
most actively shared their insights. An online survey based on the insights from these 
groups was fielded in March 2022. We surveyed organizations that primarily operate 
in the United States. The majority of respondents hold mid- to high-level positions 
within their organizations and represent companies from the technology, health 
care, finance, and manufacturing industries. On average, survey participants work 
at large companies with a headcount greater than 25,000 employees and over $5 
billion in yearly revenue.
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