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Abstract

Generation Z is often subjected to the negative stereotypes, such as a lack of loyalty and low job retention.
However, as digital natives, they possess unmatched potential for digital adaptability. This paper aims to analyze
how talent incubation programs act as strategic catalysts in transforming Generation Z’s raw potential into an
organizational competitive advantage. Through literature review and conceptual analysis, this study found that an
incubation ecosystem that provides psychological safety and mentorship is capable of aligning individual passion
with the company’s strategic goals. Consequently, talent incubation is not merely a training program but a strategic
investment in mitigating the risks of digital disruption and preparing future leaders for the Golden Indonesia Vision
2045.
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1. Introduction

The era of digital disruption has fundamentally transformed global business operations.
Exponential technological change is demanding organizations to have a workforce that is not
only technically competent but also agile in learning. In the midst of this transition, Generation
Z (born 1997-2012) is beginning to dominate the workforce. As the first generation to grow up
entirely within a digital ecosystem, they bring a new paradigm to the workplace. To fully
understand the urgency of this discussion, it is essential to review the three key contextual
dimensions shaping Indonesia’s current labor landscape.

Demographic Dominance. According to data from the Central Statistics Agency (BPS, 2023),
Generation Z accounts for approximately 27.94% of Indonesia’s total population. By 2025—
2026, Gen Z and Millennials are projected to comprise more than 60% of Indonesia’s
productive workforce. This demographic shift is not merely a statistical issue—it is a
fundamental signal that the way organizations hire, manage, and develop talent must be
completely redeveloped. A comparative study across the Asia-Pacific region shows that
Generation Z now accounts for nearly half of the global working-age population, indicating a
structural shift in the workforce demographics that cannot be ignored by any organizational
leader (Bich et al., 2024 in Shinde & Surve, 2025).

Digital Penetration and Skill Gap. Internet penetration among Gen Z in Indonesia has reached
nearly 99%. However, there is a significant skills gap: although they are proficient in using
social media and digital platforms on a daily basis, only about 20-25% of them have advanced
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digital skills, such as coding, data analytics, cybersecurity, or digital strategy planning, that are
actually needed by the industry. Although internet users in Indonesia have reached 78.19% of
the total population, or about 215 million people, public internet usage is still considered
insufficiently productive for the actual needs of the digital economy (Kominfo, 2024). This is
where the Talent Incubation program becomes crucial as a bridge between daily digital literacy
and the advanced digital competencies required by the industry.

Shifting Work Preferences. A survey shows that 70% of Gen Z in Indonesia prefer companies
that offer ongoing skill development and work flexibility over simply a high salary. This finding
aligns with global research: according to a 2022 TalentLMS study, 82% of Gen Z want mental
health days, 77% consider company support for diversity and inclusion necessary, and 74%
prefer a hybrid or fully remote work model (TalentLMS & Workable, 2022). This data confirms
that Gen Z’s preferences are not merely excessive demands, but a reflection of a generational
shift in work values.

The Issues and Phenomenon of "The Gap". Sharp differences in perception have emerged
between senior management and this younger generation of talent. Gen Z is often stigmatized
as job hoppers, fragile, or overly demanding of work-life balance. However, data shows that
this behavior is often a reaction to a rigid, traditional work environment that lacks purpose. The
main problem is not a lack of work ethic, but rather a mismatch between traditional management
models and the characteristics of digital natives. This “The Gap” phenomenon can be traced to
two opposing sides. On one hand, a 2022 study found that 65% of Gen Z employees do not plan
to stay at their current company for more than a year, and another study in August 2021 revealed
that 91% of Gen Z are willing to change jobs (DoSomething Strategic, 2023). On the other
hand, these figures should not be interpreted as evidence of inherent disloyalty, but rather as a
strong signal that conventional management models fail to provide an ecosystem compatible
with this generation’s expectations and values. Organizations that fail to transform face the risk
of increased turnover and reduced competitiveness in attracting the next generation of workers
(Iorgulescu, 2023). Conversely, organizations that are capable of adapting to Gen Z’s
characteristics have the potential to gain a competitive edge through greater innovation and
more organic loyalty.

Solution: Talent Incubation Program - To bridge this gap, a Talent Incubation approach is
needed. Unlike conventional training, which is linear and one-way, incubation is a holistic
process that provides a safe space for Gen Z to explore, fail, and grow. This program provides
a crucial platform for converting their digital adaptability into tangible innovation for the
industry. The Ministry of Communication and Digital Affairs is targeting Indonesia to have 9
million digital talents by 2030, in line with the peak of the working-age demographic dividend,
with the Digital Talent Scholarship (DTS) program as one of its primary instruments—in
coordination with global technology companies such as Huawei, Microsoft, Google, and Meta
(Ministry of Communication and Digital Affairs of the Republic of Indonesia, 2024). However,
such scholarship programs need to be complemented by a deeper and more personalized
incubation ecosystem at the organizational level, so that talent transformation is not limited to
superficial technical training but extends to the dimensions of leadership, innovation, and a
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growth mindset.

This paper aims to examine the strategic role of talent incubation in maximizing the potential
of Gen Z, challenging stigmas through evidence of growth, and mapping their contributions to
the future sustainability of Indonesia’s digital economy. Specifically, this paper aims to: (1)
analyze the unique characteristics of Gen Z within the context of the digital workforce; (2)
deconstruct the concept and pillars of talent incubation; (3) explain the mechanisms through
which incubation transforms stigma into competence; and (4) map the macro-level impact of
talent incubation in relation to the vision of Golden Indonesia 2045.

2. Literature Review
2.1 Generation Z Characteristics in Digital Era

A deep understanding of Generation Z is essential for designing effective incubation programs.
Gen Z is not simply a “younger version of Millennials”—they are a generation with
fundamentally different cognitive frameworks, values, and expectations.

Orientation to Authenticity and Purpose. Gen Z is characterized by a strong desire for
authenticity and purpose-driven work. Referring to Self-Determination Theory (SDT) proposed
by Deci and Ryan (2000), human intrinsic motivation is driven by three basic psychological
needs: autonomy, which refers to the ability to regulate one’s actions independently;
competence, which involves the perception of effectiveness and mastery of skills in interacting
with the environment; and relatedness, which pertains to the need for meaningful social
connections and a sense of belonging (Deci & Ryan, 2000). Gen Z embodies this theory by
seeking work environments that simultaneously fulfill all three of these needs. When these three
basic psychological needs are fulfilled, individuals tend to be more intrinsically motivated, feel
more satisfied, and experience greater well-being. In contrast, when motivation stems from
external pressure, individuals struggle to maintain engagement and feel unfulfilled (Ryan &
Deci, 2022). The managerial implications of these findings are significant: Gen Z is not
incapable of loyalty, they simply will not remain loyal to an ecosystem that fails to meet these
three fundamental psychological needs.

Digital Intuition as a Strategic Asset. Gen Z’s familiarity with technology from an early age has
given rise to a “digital intuition” that is crucial in the era of the data-driven economy. Gen Z
has grown up as a generation that actively seeks meaning and purpose through various open-
ended methods, and strongly aligns itself with organizations that demonstrate ethical leadership
and make tangible contributions to societal well-being (Bich et al., 2024 in Shinde & Surve,
2025). This means talent development programs with a social dimension, such as
intrapreneurship projects that impact the community, will be far more effective in attracting and
retaining Gen Z.
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The Loyalty Paradox. The stigma of being a “job-hopper” associated with Gen Z needs to be
reinterpreted from an academic perspective. Generation Z has high adaptability, enabling them
to thrive in dynamic environments; organizations that facilitate skill development and career
adaptability tend to retain this generation more effectively (Sujanto et al., 2024). Gen Z’s loyalty
is conditional, not toward the company name, but toward an ecosystem that genuinely invests
in their growth.

2.2 The Concept of Talent Incubation

Drawing on the principles of business incubators in the startup world, talent incubation in the
context of Strategic Human Resource Management (SHRM) is a controlled and structured
environment designed to accelerate the development of individual competencies through three
mutually reinforcing pillars.

First Pillar: Mentorship - Intensive guidance from experienced practitioners aims to align young
people’s idealism with business realities. Mentorship in an incubation context is not one-sided
instruction, but rather a dialogue—mentors act as navigators, not controllers. Job rotations,
special assignments, and promotions are some ways to provide challenges and opportunities to
grow for Gen Z, while mentoring and coaching are also important to help them develop essential
soft skills and enhance digital skills (Nurqgamar et al., 2022). Effective mentoring programs for
Gen Z must combine technical dimensions with reflective dimensions that encourage the
development of professional identity.

Second Pillar: Psychological Safety - The concept of psychological safety, introduced by Amy
Edmondson (1999), defines a condition in which team members share the belief that their work
environment is safe for taking interpersonal risks. A study of 51 work teams at a manufacturing
company showed that team psychological safety is positively correlated with learning behavior,
and this learning behavior acts as a mediator between psychological safety and team
performance (Edmondson, 1999).

Furthermore, Edmondson explains that teams with high psychological safety also have a high
learning quotient, they are teams that are fully engaged, honest, and work hard to create value
for the company (Edmondson, 2018). For Gen Z, who are highly sensitive to criticism,
psychological safety is not merely a matter of comfort, it is an absolute requirement for sparking
creativity and the courage to experiment.

Third Pillar: Experiential Learning - A method of learning based on real-world projects (action
learning) has a direct impact on organizational performance. A survey by NACE of early-career
professionals who graduated in 2021, 2022, and 2023 showed that those who participated in
experiential learning had higher career satisfaction and higher average salaries compared to
those who did not (NACE, 2025). Intrapreneurship and reverse mentoring have been shown to
hold significant potential for enhancing the development of Gen Z employees, which in turn
contributes to better organizational performance and higher employee retention (Jayathilake et
al., 2021).
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2.3 Digital Leadership & Adaptability

Digital adaptability is not merely the technical ability to operate new hardware or software, but
rather the possession of a growth mindset, as conceptualized by Carol Dweck (2006). Today’s
digital leaders must be able to facilitate an environment that supports continuous learning in
order to maintain a competitive edge. Workplace research rooted in Self-Determination Theory
shows that employees whose needs for autonomy, competence, and relatedness are fulfilled
demonstrate higher engagement, greater creativity, lower burnout, and lower turnover. A key
insight is that most management practices focus on external motivation—compensation,
promotions, and reward-and-punishment-based performance evaluations—while neglecting the
conditions that lead to autonomous motivation (Ryan & Deci, 2022).

3. Research Method

This study used a qualitative conceptual approach with a literature review method. The analysis
was conducted by compiling, reducing, and synthesizing secondary data from various reliable
sources, including:

1. Official reports from government agencies (BPS and the Indonesian Ministry of
Communication and Digital Affairs).

2. Global industry research reports (World Bank, McKinsey & Company, and Deloitte).

3. Articles from reputable international scientific journals in the fields of Strategic Human
Resource Management and organizational behavior.

Data Collection and Selection Process. The literature was collected from reputable academic
databases—including Scopus, Google Scholar, and SINTA—using the following keywords:
Generation Z, talent incubation, psychological safety, digital adaptability, intrapreneurship,
strategic HRM, and Golden Indonesia 2045. Priority was given to publications from 2019-2024
to ensure contemporary relevance, with some seminal references (such as Deci & Ryan, 2000;
Edmondson, 1999; Dweck, 2006) retained due to their irreplaceable foundational value.

Analytical Framework. The conceptual analysis framework was developed by linking three
clusters of variables: (1) the characteristics of Gen Z as digital natives with intrinsic motivation
based on Self-Determination Theory; (2) the components of Talent Incubation—mentorship,
psychological safety, and experiential learning—as intervention variables; and (3) the macro-
level output of accelerating digital talent for the Golden Indonesia 2045 vision as the outcome
variable.

Methodological Limitations. As a study based on literature review and conceptual analysis, this
paper does not generate primary empirical data. The propositions developed are conceptually
driven and require further empirical validation through field studies, for example, through
longitudinal surveys of participants in incubation programs at Indonesian companies or
comparative cross-sector case studies.
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4. Finding and Discussion
4.1 Resolving the Digital Skills Paradox Through Incubation

The goal of producing 9 million digital talents by 2030 will not be achieved if organizations
rely solely on formal education curricula, which often fail to keep pace with industry
developments. The Talent Incubation Program serves as a strategic bypass capable of
accelerating the growth of digital competencies significantly.

The Capacity vs. Demand Paradox. Indonesia will need approximately 9 million digital talents
by 2030, while current digital talent development capacity can only meet less than 20% of that
need (Ministry of Communication and Information Technology, 2024). This gap constitutes a
human resources emergency that cannot be addressed solely through formal education. The
Digital Talent Scholarship (DTS) program initiated by the Ministry of Communication and
Information Technology has reached 5.6 million citizens, but this figure is still far from the
required target (Media Indonesia, 2024). This is where the complementary role of talent
incubation programs at the organizational level becomes critical.

The Mechanism of Transformation: From Consumer to Creator. By leveraging the inherent
potential of Gen Z, who possess high levels of daily digital literacy, talent incubators guide
them through a curriculum focused on advanced skills such as Al modeling, cloud architecture,
and cybersecurity strategies. The incubation process transforms Gen Z’s role from simply being
passive digital consumers to active digital creators. Indonesia needs to strengthen its human
resources in various rapidly evolving digital technology domains such as cybersecurity, cloud
computing, the Internet of Things (IoT), big data, and artificial intelligence (AI) (Kominfo,
2024).

4.2 Deconstructing Stigma: Turning Vulnerability into Resilience

The stigma that Gen Z is a fragile or disloyal generation often arises because they are placed
within traditional, rigid, hierarchical organizational structures. When moved into a talent
incubation ecosystem that embraces the principle of psychological safety, their behavioral
dynamics change drastically.

Table 1. The Differences and Impacts of Traditional Model vs. Incubation Ecosystem

Managem ent Traditional Model Incubation Ecosystem Impact on Gen Z

Dimensions

Error Tolerance Punishing failure | Evaluating failure as a | Encourages innovation
(blame culture) learning opportunity and experimentation

Organizational Rigid hierarchy, top- | Flat, collaborative, | Increases autonomy and a

Structure down instructions project-based sense of ownership at

work

Communication Formal, periodic, | Real-time, two-way | Meets the need for

Style one-way feedback and mentoring transparency

Work Orientation | Focus on profit and | Aligning  goals  with | Enhances loyalty and
quantitative targets purpose emotional connection
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Mechanisms in Building Resilience. Resilience is not an inherent trait that a person either has
or lacks—it is a capacity that can be developed through well-structured experiences.
Psychological safety is not merely a humanistic concept, it is a strategic variable that directly
influences the quality of organizational learning, innovation, and team performance. Creating a
space where people can speak up, think differently, and learn boldly together is an absolute
requirement for organizations that want to thrive amid uncertainty (Edmondson, 2023).

Reconstructing Loyalty. Gen Z’s loyalty is no longer granted to companies on a transactional
basis, but rather to ecosystems that value the growth of their capabilities. Research shows that
Gen Z values reliable leaders, career growth opportunities, meaningful work, a team-oriented
environment, constructive feedback, and recognition of their achievements (Sujanto et al.,
2024).

4.3 Aligning Passion with the Company s Strategic Goals

One of the keys to successful talent incubation is the ability to align Gen Z’s personal passions
with the company’s long-term vision. This is the most strategic intersection, where individual
interests and organizational interests converge in a mutually beneficial arrangement.

Intrapreneurship Mechanisms. In the incubation program, participants are assigned
intrapreneurship projects that challenge their creativity. Intrapreneurship has been shown to
have a significant impact on the development of Gen Z employees, which in turn contributes to
better organizational performance (Jayathilake et al., 2021). When incubation participants see
that their digital ideas are implemented and have a significant impact on the company’s digital
transformation, their job satisfaction increases naturally.

Systematic Passion Mapping. An effective incubation program typically begins with an in-
depth assessment of each participant’s interests, values, and natural strengths. The results of
this assessment are then aligned with the organization’s strategic needs, so that project
assignments are not merely administrative tasks but personalized development interventions.
Companies need to facilitate Gen Z in finding purpose in their work and engaging in initiatives
that have a positive impact (Nurqamar et al., 2022).

4.4 Macro Impact: Strategic Investments Toward Golden Indonesia 2045

From a macro perspective, the existence of Talent Incubation programs across various
organizational sectors—the private sector, state-owned enterprises, and government agencies—
serves as the primary mechanism for optimizing Indonesia’s demographic dividend.

The Context of the Demographic Dividend. By 2030, Indonesia is projected to experience a
demographic dividend, with 64 to 68 percent, or approximately 208 million, of the Indonesian
population consisting of the working-age group (15-60 years old) (Ministry of Communication
and Digital Affairs of the Republic of Indonesia, 2024). This demographic dividend is a once-
in-a-lifetime opportunity—if not utilized optimally, it could turn into a demographic burden.
The key to leveraging it lies in the quality of human resources, not merely the quantity.

The Triple Helix Model as a Systemic Framework. The Triple Helix model involves three key

FMI = B | 408

Training
FORUM MANAJEMEN & Research
INDONESIA Institute -
JERAMBA ILMU SUKSES

Published by:



International Conference of I COI

Olrganizaltiomal Innovation 2026 2026
Proceedings oISSN: 3064-6o50

21-23 July 2026

actors—universities, industry, and government—and the relationships among these three
entities are crucial for knowledge-based economic development. Partnerships between
universities, industry, and government contribute to the development of competencies and skills
that drive growth (Etzkowitz & Leydesdorff, 2000; Kushari, 2022). In the context of incubating
Indonesia’s digital talent, the Triple Helix model can be operationalized as follows: The
government provides a policy framework, fiscal incentives, and national digital competency
standards; universities serve as knowledge incubators that produce applied research; and
industry provides a real-world incubation environment, meaningful projects, and clear career
paths for participants (Supriadi et al., 2023).

5. Conclusion

Negative narratives about Generation Z in the workplace stem from a failure to understand
structural issues, not a failure of the generation itself. Gen Z is highly adaptable to the digital
world, but needs the right ecosystem to transform this potential into productive, advanced skills.
First, the stigmas of Gen Z as “job-hoppers” and “fragile” are artifacts of an unsuitable
ecosystem, not a reflection of the generation’s character. When placed in an environment that
meets their needs for autonomy, competence, and relatedness, as predicted by Self-
Determination Theory, Gen Z is capable of demonstrating high commitment and productivity.
Second, psychological safety is not merely a humanistic concept, it is a strategic variable that
directly influences the quality of organizational learning, innovation, and team performance.
Without this foundation, any talent incubation program will fail to maximize its potential. Third,
investing in the incubation of Gen Z talent is an investment in national resilience in the digital
age. Amid a projected deficit of 9 million digital talents by 2030, every organization that builds
an effective incubation ecosystem contributes not only to its own competitive advantage but
also to Indonesia’s readiness to face global competition in the era of Golden Indonesia 2045.

For HR/Organizational Practitioners: Top management must shift from conventional,
superficial training budgets to long-term investments in building internal talent incubators
within the company. Organizations must transform human resource management into a
strategic, agile function focused on authenticity, digital empowerment, and employee well-
being (lorgulescu, 2023). For Government and Academics: A Triple Helix collaboration
(Government, University, Industry) is needed to replicate talent incubation models on a massive
scale to meet the target of producing 9 million national digital talents. The Triple Helix model
i1s a dynamic interaction approach that facilitates government, industry, and academics to
continue producing innovative products in response to global knowledge-based economic
trends (Etzkowitz & Leydesdorff, 2000). Future Research Agenda: This paper opens up several
research directions that need to be empirically explored. Quantitative research can explore the
causal relationship between the components of incubation programs and the retention rates and
innovative performance of Gen Z employees. Longitudinal studies can track the career
trajectories of incubation program graduates to measure the impact on long-term digital
leadership.
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