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Executive Summary




Overview

Business Performance is a combination of people
engagement, productivity, efficiency and
business results (profit, revenue, etc).

Business performance matters. It matters in any economy. The search for
new and better ways to engage employees, enhance efficiency, increase
profitability and delight customers and stakeholders will continue regardless
of current market conditions.

For this reason, business leaders need to create organisations that work
effectively to achieve their business strategy. Failure to create an organisation
that can sustain high levels of employee engagement and alignment to
business strategy will result in failure to execute or failure to achieve steady
business results at best. Results of our global research indicate that the
effective implementation of strategy is a key driver of financial performance.

It is hard to get right. Our global study also found that fewer than one in
two employees work in an organisation where senior leaders effectively
communicate the strategy. And it's not just communication, even fewer
employees believe that senior leaders effectively implement the strategy.

Organisations are complex. No one thing by itself will achieve sustainable
business results. There are, however, some fundamental, key elements that
work together to deliver engaged employees, a great customer experience
and profitability. These are:

e A'fit for purpose’ structure

e People systems and processes that drive the right behaviours

e (Capable leadership; and

e A positive culture and values set.

To understand more about the elements of an effective organisation, Right
Management conducted a global study of more than 28,000 employees in
ten major industry sectors in 15 countries in North America, South America,
Europe and Asia Pacific.

We found that across the globe business leaders have a long way to go to
align and engage their employees to their strategy. The study also reinforced
the clear relationship between engagement and key business metrics such as
financial performance, retention and a company’s ability to attract talent.

The time to act is now. Delivery of strategy is paramount to success. The
challenge is tough but knowledge, focus and persistence will ensure that your
business survives in a downturn and prospers in an upturn.
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Research Methodology

Some 28,810 employees representing 10 major
industry sectors in 15 countries participated in an
online survey.

Data was collected from November, 2008 to January, 2009. Respondents
were largely from private corporations (91%) employing 50 or more
people. The organisations represented ranged in revenue from under
USS1 million per annum to over $1 billion. The study used a stratified
sample of employees that matched the workforce population in each
country on several factors, including industry, size of organisation, gender,
and age.

The 10 major industry sectors represented in this research include:
e Agriculture, forestry and fishing

e Mining and quarrying

e Manufacturing

e Electricity, gas and water supply

e Construction

* Wholesale and retail trade

e Restaurants and hotels

e Transportation, storage and communication

* Finance, insurance, real estate and business services

e Government, social and personal services
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Research Findings
So how well is business doing?

Our study shows that businesses have failed to align and engage
employees to their strategy. Fewer than one in two employees say

that they work in an organisation that has capable leaders and people

systems that drive the right behaviours.

Only a marginally higher percentage of employees work in organisations

with a positive culture, that has capable people doing the right work

through a “fit for purpose” structure and have clearly described role
accountabilities and relationships.

Figure 1: Global Findings by Organisational Effectiveness Element

Strategy 61%
Structure, Roles & Capability 59%
Leadership 48%
Senior Leaders 48%
Immediate Manager | 47%
People, Systems & Processes — 50%
Learning, Development & Performance 50%
Recognition & Reward | 44%
Work Processes | 53%
Communication | 48%
Culture 549%
Customer Experience 63%

Business leaders have failed to
align and engage employees
to their strategy

0% 10% 20% 30%  40% 50%  60% 70%
Favourable%

80%
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Engagement

Whilst there is no one overarching definition of employee engagement,!
what most agree on is that engaged employees:

Are committed to making the organisation a success

Are enthusiastic about, involved in and satisfied with their job
Want to stay with the organisation

Are willing to talk positively about the company

Are willing to go the ‘extra mile’

In short, engagement can be thought of as the degree of employee-
organisation alignment. Organisations must work to engage the
employee and the employee has a choice about the level of engagement
to offer the employer.

Our study found that the key drivers of engagement were:

Senior leaders effectively implementing strategy
Customers thinking highly of products and services

Senior leaders having the capability to make the organisation
successful

Investing in people’s learning and development

Pay being competitive with similar jobs in other organisations

The above findings highlight the criticality of executing strategy
through investing in the selection and development of capable leaders,
employees’ learning and development and getting reward systems right.

4
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How engaged are employees? Our study found that only one in three
employees is engaged. There are significant country differences from
engagement levels of 45% in India to only 11% in Japan.

Figure 2: Engagement by Country
Australia 36%
Brazil

38%

Canada

41%

China
Denmark
France
Germany
India 45%
Japan

New Zealand 43%
Norway
South Korea
Sweden

UK

us 44%

0% 10% 20% 30% 40% 50%

Figure 3: Engagement by Industry (Global)

Mining & Quarrying

Finance, Insurance, Real Estate
& Business Services

Restaurants & Hotels

Construction

Community, Social & Personal Services
Agriculture, Hunting, Forestry & Fishing
Wholesale & Retail Trade

Electricity, Gas & Water Supply
Manufacturing

Transport, Storage & Communication

| | | | J
10% 20% 30% 40% 50%

0%

There are significant country
differences in engagement
levels.

a8% There are significant industry

differences in engagement
levels.
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The following graphs show that engaged employees are 7 times less
likely to leave in the next year and 1.5 times more likely to stay for at
least 5 years in both Australia and New Zealand.

Figure 4a: Australian Employee Engagement by Intention to Stay

Engaged

Disengaged

0% 20% 40% 60% 80% 100%

I Plan to stay for at least 5 years
W Plan to stay for 1 to less than 5 years
I Plan to stay for under 1 year

Figure 4b: New Zealand Employee Engagement by Intention to Stay

Engaged 5%

Disengaged

0% 20% 40% 60% 80% 100%

I Plan to stay for at least 5 years
B Plan to stay for 1 to less than 5 years
Il Plan to stay for under 1 year
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The following graphs show a strong relationship between the level of
employee engagement and perceived levels of customer satisfaction in
both Australia and New Zealand.

Figure 5a:
Australian Employee Engagement and Customer Satisfaction

Favourable
Customer Satisfaction

Unfavourable
Customer Satisfaction
90%

0% 20% 40% 60% 80% 100%

I Engaged [ Not engaged

Figure 5b:
New Zealand Employee Engagement and Customer Satisfaction

Favourable
Customer Satisfaction

Unfavourable

Customer Satisfaction
95%

0% 20% 40% 60% 80% 100%

W Engaged " Not engaged
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Implications for Organisations

Research has consistently shown that employee
engagement is powerfully linked to a range of
success factors.

The factors include:

e Employee performance/efficiency??
e Productivity?

o Safety>®

e Attendance and retention?’

e Customer service and satisfaction®
e Customer loyalty and retention?®

* Profitability*®*

Our global study shows why engagement is so critical. These findings
are detailed below.

Figure 6a: Australian Employee Engagement and Financial
Performance

One of the best performing organisations

0,
in its sector(s) 49%

Above average performer
Average performer
Below average performer

Don't know

0% 10% 20% 30% 40% 50%

I % engaged

8 ORGANISATIONAL EFFECTIVENESS & EMPLOYEE ENGAGEMENT

Employee engagement is
powerfully linked to a range
of success factors

“To the best of your knowledge
how does your organisation’s
financial performance
compare with others in

its industry sector(s)? vs.
engagement”



Figure 6b: New Zealand Employee Engagement and Financial
Performance

One of the best performing organisations

0,
in its sector(s) 51%

Above average performer
Average performer
Below average performer

Don't know

0% 10% 20% 30% 40% 50% 60%

I % engaged

Supporting our recent 2009 study, in 2006 the University of Wisconsin
conducted research independently of Right Management. This study used
the Right Management engagement methodology and research data from
2006 which involved 3,200 employees, in 343 companies, and examined
the relationship between engagement and key organisational indices.

The study found significant relationships between engagement and key
organisational metrics.

There was a clear difference in ROA (Return on Assets) between those
organisations in which staff answered Right Management's engagement
questions positively, and those where staff were more critical of their
organisation.

Figure 7: Engagement Impact on ROA

15
< 1.30 1.30
o 1.21
4
1.0
0.70
0.53
05 0.42
0.0 L
Overall, | am satisfied Overall, | am satisfied I'would recommend
with my organisation with my present job my organisation to
as an employer my friends and colleagues

as a great place to work

Bottom quartile I Top quartile
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The link between productivity and engagement, which can be seen in the
graph below was also very strong.

Figure 8: Engagement Impact on Productivity

150
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with my organisation with my present job my organisation to
as an employer my friends and colleagues
as a great place to work
Bottom quartile I Top quartile

Advice for Organisations

The challenge for business seems simple, to align

and engage people to a clearly articulated strategy.

Kaplan and Norton*? state that ‘an organisation is aligned when all
employees have a commonality of purpose, a shared vision, and an
understanding of how their personal roles support the overall strategy.
The problem is that it is hard to get right. Organisational alignment
requires a holistic, coordinated effort to ensure that a number of key
elements or building blocks are in place.

So how do you achieve organisational effectiveness that is sustainable?
The answer is through both executing strategy and engaging employees.
Aligning and engaging people to a clearly articulated strategy requires:

A 'fit for purpose’ organisational structure where people understand
what is expected of them and what they are accountable for

People systems and processes that drive the right behaviours
e Capable leadership
* A positive work environment (culture)

Sustainable organisational effectiveness requires all of these elements,
one without the other will not deliver engagement.

10 ORGANISATIONAL EFFECTIVENESS & EMPLOYEE ENGAGEMENT
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As illustrated in Figure 9 below, these elements drive the level of
employee engagement in an organisation which in turn influences the
customers’ experience and ultimately the overall performance of an
organisation in terms of productivity and profitability.

Figure 9: Organisational Effectiveness Framework

Structure,
Capacity, Leadership
Capabilities

People, Systems
and Processes

Culture

Employee
Engagement

Customer

Experience

Organisational
Performance

© 2009 Right Managemen

ORGANISATIONAL EFFECTIVENESS ELEMENTS:

Strategy The role, purpose and strategic direction that summarises the work of the organisation and/or division being clear
and appropriate.

Structure, Roles Capable people doing the right work through a “fit for purpose” structure and clearly described role accountabilities
and Capability and relationships.

Leadership Leaders having the capability and capacity to drive sustainable business success.

People Management | Leaders need to be supported by good people systems and processes. These systems and processes work in
Systems and organisations to send messages, share information and make well informed decisions across the business.
Processes Organisational processes and systems are an extension of leadership, creating consistency and trust.

Culture and Values A set of shared, basic assumptions about how to behave and carry out work within the organisation that is aligned to

business strategy. The systems, symbols and behaviours that leaders and other employees are exposed to within an
organisation must align to the desired culture to achieve the business strategy.

Employee High numbers of engaged employees whose hearts and minds are aligned to both the job that they do and the
Engagement organisation that they work for. Engaged employees are:

» Satisfied with their current job and their organisation as an employer
« Committed to making the job and organisation successful

* Proud of their organisation and the work they do

* Willing to positively talk about their job and the organisation

Customer High levels of customer satisfaction and loyalty achieved through employees being aware of customer needs, acting
Experience on customer feedback and being supported to deliver what customers require. Organisations are environmentally
responsible and support the community.

Integration of the first five elements will produce powerful and mutually reinforcing impacts, an engaged
workforce and a true performance culture. No single initiative can create organisational effectiveness;
excellence is required across the full range of organisational elements if competitive strength is to be built.

ORGANISATIONAL EFFECTIVENESS & EMPLOYEE ENGAGEMENT 11



Conclusion

Every organisation regardless of industry or
country seeks to be more effective and achieve
superior results. Business strateqgy is developed
to achieve this. However, strategy amounts to
nothing if it is not executed well. Successful
execution occurs when structure, roles, capability,
leadership, people management systems and
culture are all aligned to the strategy.

While the elements of success are the same for all organisations, the
answer for your business is unique to your strategy, your customers and
your people. Itis easy to discover the current reality and the drivers

of success, the big challenge is in equipping your business to act and
embed the change while remaining focused and aligned to the strategy.

The challenge brings a substantial return that ensures survival in a
downturn and creates a competitive advantage when the economic
upturn arrives. Business can't afford to get it wrong.
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Right Management in Australia
and New Zealand

AUSTRALIA

Adelaide Level 5, 100 Pirie Street, Adelaide SA 5000
Tel: 61 8 8232 6077
Fax: 61 8 8232 6088

Brisbane Level 19, Waterfront Place, 1 Eagle Street, Brisbane QLD 4000
Tel: 61 732299133
Fax: 61 7 3221 1906

Canberra Level 4, 33 Ainslie Avenue, Canberra ACT 2601
Tel: 61 2 6200 3386
Fax: 61 36243 5143

Melbourne The Gateway, Level 6, 312 St Kilda Road, Melbourne VIC 3004
Tel: 61 3 8554 2200
Fax: 61 38554 2211

Perth Level 3, 89 St Georges Terrace, Perth WA 6000
Tel: 61 89321 4733
Fax: 61 8 9321 5112

Sydney Level 33, Northpoint, 100 Miller Street, North Sydney NSW 2060
Tel: 61 2 8925 5300
Fax:61 2 8925 5311

NEW ZEALAND

Auckland The Axis Building, Floor 2, Suite 11

1-3 Cleveland Road, (Cnr 91-95 St Georges Bay Road) Parnell, Auckland
Tel: 64 9 303 3364

Fax: 64 9 303 3365

Wellington Level 2, 2-12 Allen Street, Wellington 5011
Tel: 64 4 801 8212
Fax: 64 4 801 8213
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Right Management Around the World

Argentina Australia Austria Belgium
Brazil Canada Chile China
Colombia Costa Rica Czech Republic Denmark
Egypt Finland France Germany
Greece Hong Kong Hungary India
Ireland Israel Italy Japan
Luxembourg Malaysia Mexico Morocco
The Netherlands New Zealand Norway Peru
Philippines Poland Portugal Puerto Rico
Romania Russia Singapore South Africa
South Korea Spain Sweden Switzerland
Taiwan Thailand Turkey Ukraine
United Kingdom United Arab Emirates United States Venezuela
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About Right Management

Right Management (www.right.com) is the talent and career management
expert within Manpower, the global leader in employment services.

Right Management helps clients win in the changing world of work by
designing and executing workforce solutions that align talent strategy
with business strategy. Our expertise spans Talent Assessment, Leader
Development, Organisational Effectiveness, Employee Engagement, and
Workforce Transition and Outplacement. With offices in over 50 countries,
Right Management partners with companies of all sizes. More than 80% of
Fortune 500 companies are currently working with us to help them grow
talent, reduce costs and accelerate performance.

Right Management is a wholly owned subsidiary of Manpower Inc., leader
in the employment services industry, creating and delivering services that
enable its clients to win in the changing world of work.
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