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Today’s discussion —

Setting the context

Defining engagement

How to grow engagement

A framework for building the new deal
Q&A
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The worst of the great recession may be over...... but it
has left a lasting imprint on companies and employees

Companies areé Empl oyees areée
T|ght|y managing labor costs Thankful to have a jOb in ||ght of paSt
layoffs

Conservative about staffing up (the _ _
ijobless recoveryo) Recovering from no pay increase,

Seeking a more flexible and no/smaller bonus and furloughs

scalable workforce (offshoring, Less apt to have promotion
contractors, part-time workers) opportunities (here or elsewhere)
Driving continued productivity gains Survivors who have made it thrOUgh in

one pieceébarely
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Employees are staying put to a greater degree than we’ve
seen in adecade

Plan to retire soon

Have plans to leave

Actively looking for new job

No plans to leave

Not looking but open
to possible offers

Source: Towers Watson 2010 Global Workforce Study 6 U.S.
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But, it is surprising how much people want to “settle in,”
at least in the mature economies

Global Overall
Brazil 31%
China 38%
Germany 20%
India 32%

U.K. 37%

us. 40%

@ Working for one organization
B Working for 27 3 organizations
@ Following opportunity as it arises

Source: Towers Watson 2010 Global Workforce Study
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...suggesting that people are willing to settle for less

86%
Security and stability 5204

74%

Significantly higher pay 22%

62%
Opportunity to rapidly develop r
. . 0
skills/abilities
55%
Wide range of positions and work t
experience °
Opportunity to develop innovative 39%
products/services 18%

[ Important in preferred work situation
[l Achievable in current organization

Source: Towers Watson 2010 Global Workforce Study 6 U.S.
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And they’ve reduced their expectations for the future

Confidence in Financial Security
Standard of Living in Retirement Throughout Retirement

[7] Worse than today [ Favorable
B Same as today M Mixed
¥ Better than today ¥ Unfavorable

Source: Towers Watson 2010 Global Workforce Study & U.S.
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Polling Question # 1

Looking ahead to the end of 2010 in your organization,
how do you think most employees will react ?

1. Most employees will stay at the company and “recalibrate”
their needs to fit what the company offers

2. Most employees will stay at the company, even though it may
be a poor fit with their needs

3. Most employees will leave as soon as the economy improves




What is engagement?

Empl oyees are engaged whené

They have an emotional
attachment to the
organization

They have a rational
understanding of the
organization’s goals

Engagement

ACT

They are willing to go the
extra mile to help the
organization succeed

towerswatson.com 9
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How can | spot an engaged employee?

Sees problemséand
solutions

Takes ownership f
makes it happen

Seeks new chall en:
frustrated without them

Helps colleagues and
customerseéesel fl es:
Speaks with pride
organization and its stakeholders
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The People Performance Linkage Framework

Culture

Business Strategy

Leadership,

Customer :

culture and Employee : Business
. behavior/
people behavior : performance
Quality
programs

Senior leadership Attraction Attraction Labor costs
Learning and Retention Satisfaction Operating costs
ST Engagement Loyalty Operating margin
Empowerment Quality metrics Controllable
Communication margin
Manager Revenue growth
effectiveness ROIC

Collaboration
Innovation

Rewards

towerswatson.com h‘
BALANCE [722:5,
Apphiesnt Manzgenme

Kr\--,
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Engagement and financial results

Three-year Study of 40 Global Companies

5%
4% 3.74

3% 2.06
2%
1%

0% .....................................

Percent

-1%

-2%

-2.01

-3%

-4%

-5%

Operating Margin Net Profit Margin

High engagement companies . Low engagement companies

Source: Towers Watson

r-"“-..
towerswatson.com
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Case study: Linking engagement and outcomes in a health care

organization

Inpatient Satisfaction
Percentile Ranking

Top quatrtile of Entity
engagement scores

66%

Bottom quartile of Entity
engagement scores

Productivity (YTD Utilization)

Top quartile of Entity
engagement scores

towerswatson.com

81%

Bottom quartile of Entity
engagement scores

A

Workforce

Voluntary Turnover Rate

Top quartile of Entity
engagement scores

10.26%

Bottom quartile of Entity
engagement scores

18.02%

Onsite Wellness Participation

Top quatrtile of Entity
engagement scores

Bottom quartile of Entity
engagement scores
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The “Engagement Gap”

2
15
29%
>
= 1-
0
S o5 43%5
>
cu 22% 6%
::J 0 - aE
T
o -05
e
-1
15
2
Engaged Enrolled Disenchanted Disengaged
" Rational B Emotional ™ Motivational

Source: Towers Watson 2010 Global Workforce Study 6 U.S.
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Top Drivers of Engagement: Q4 2008 through Q3 2009

% of companies 100 -
for which category
emerges as top
engagement driver
Leadershi
75 - P
—— Career Development
- |mage
50 o
= Empowerment
25 -
B
O I I I 1

Q42008 Q12009 Q22009 Q32009

r-"“-..
towerswatson.com
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Most of the top ten drivers are within an organization’s
control

Top Ten Global Engagement Drivers

Senior management interest in employee well-being

Improved my skills and capabilities over the last year
Organization's reputation for social responsibility
Input into decision making in my department
Organization quickly resolves customer concerns
Set high personal standards

Have excellent career advancement opportunities

Enjoy challenging work assignments that broaden skills

R N e

Good relationship with supervisor

10. Organization encourages innovative thinking

Source: Towers Watson Global Workforce Study

r-"“-..
towerswatson.com
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Five keys for leaders

Develop insights into your workforce

Foster learning and set career paths with
purpose

Inspire Them Cultivate pride and demonstrate care

Involve Them Inform employees and gather their input
Reward Them Recognize efforts and optimize rewards

Grow Them
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1. Know them

Understand what motivates
workers to perform

Understand employees at a macro
level:
Demographics and trends for the

overall workforce and large
segments

Stereotypes are misleading;
understand real similarities and
differences among groups

Understand employees at a micro
level:

Individual workers and what
specifically motivates them

19
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Calibrating the Drivers of Engagement for Your

Organization

vs. Norm Questions

+1 Senior leadership provides a
clear sense of direction

I have the opportunity for
career development and growth
here

| am satisfied with my
involvement in decisions

r-""-m..
towerswatson.com
BALANCE [2:725

Categories

Leadership

Communication

Strategy / Direction

— RS

Career Pathing

Supervision

Working Relations

Empowerment

Training
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2. Grow them

Workers across industries want
short- and long-term opportunities
to improve their skills and
capabilities
There are three keys to growth
Grow from the top
Personalize growth
Make learning purposeful

towerswatson.com 21
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3. Inspire them

|l nspiration is the
emotional attachment to their jobs
and to the organization

towerswatson.com BM.M T k 22
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Employees want an emotional connection with their
leaders that appears conspicuously absent

Senior management is trustworthy 79%

Senior management cares about
well-being of others

Senior management encourages
development of talent

[ Desired senior leader characteristic
I Agree senior leader demonstrates behavior

Source: Towers Watson 2010 Global Workforce Study 6 U.S.
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4. Involve them

Inform employees about business
operations and challenges

Gather input from employees via
personal contact and
organizational challenges

Create opportunities and freedom
for collaboration

Give employees authority to effect
change

24
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5. Reward them

Optimize the ABCs of rewards
Appreciation
Benefits
Compensation

We have never heard any employee ever
say...

AThereds just too
around hereo
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Getting ready

1. Monitor employee engagementandother ¢ t o cl ari fy drivers

key perspectives spots

2. Get leaders out front to re-sell the long- € to demonstrat-e iInt
term vision, explain key decisions, and being and tap empl oy
generate confidence discretionary effort

3. Promote development (not advancement) ét o hel p peopl e see
opportunities that emerge from the working toward
challenges

4. Listen and gather input from employees et o gat her new i deas

people as active contributors

towerswatson.com mm W()rk orce 26
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So what does it all mean?

The recession has changed the course of the traditional
Ndeal o that wunderpins t-héeutem
for how long?

Currently, theredos a gap bet
what employers are delivering

Creates unprecedented opportunity for you to reshape the
future

What is your organization doing?

towerswatson.com mm Work Orce 27
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Polling Question 2

Whi ch best describes your or

1. Any program changes or reductions we made last year are still in
force

2. We are mainly reinstating or retaining programs we had before
the recession

3. We are evaluating the effectiveness of our employee deal and will
decide later what changes, if any, to make

4. We are using it as an opportunity to redefine our employment
deal and the supporting programs

5 We havenot had time to think al

towerswatson.com mm W()rk orce 28
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A framework for the new deal
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A framework for the new deal or
how it should be delivered

Segment the workforce, personalize key elements
of the deal, and ensure more differentiated investment
of financial resources in critical talent

Personalization

Create leaders, reward
structures, HR functions
and organizations that are
more flexible, adaptable
and responsive to a
relentlessly changing
global business
environment

Enable employees to
build their skills, plan for
their financial future,
and live healthy lives o
Aactive st
Apassive

towerswatson.com 0 30
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Building the new deal with your workforce: What matters
to them...

*Source: Towers Watson 2010 Global Workforce Study 8 U.S.
**Source: Towers Watson Normative Database %2 U.S.
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Building the new deal with your workforce: What matters
to different workforce segments

Attraction Drivers GenyY Boomers Hi Potentials
Competitive base pay 1 1 1
Vacation/paid time off 2 3 10
Career advancement opportunities 3 Yo 2
Convenient work location 4 4 7
Flexible schedule 5 9 4
Competitive health care benefits 6 2 5
Competitive benefits 7 8 Y
Reasonable workload 8 10 Y
Caliber of co-workers 9 Ya Y
Organization’s reputation as a good employer 10 7 9
Competitive retirement benefits Yo 5 Y
Challenging work Y 6 3
Potential manager Y ) 6
Organization’s financial health Y Y% 8

Source: Towers Watson 2010 Global Workforce Study 6 U.S.

r-"“-..
towerswatson.com
BALANCE [2:725

w)

32

© 2010 Towers Watson. All rights reserved. Proprietary and Confidential. For Towers Watson and Towers Watson client use only.




Building the new deal with your workforce: What matters
to Gen Y and how it might

be delivered

Attraction Drivers

f

Competitive base pay 1
Personalization

Vacation/paid time off 2
Career advancement opportunities 3
Convenient work location 4

Self- Agility
Flexible schedule 5 Reliance
Competitive health care benefit package 6
Competitive benefits 7 How WOUId yOU construct

a new deal that appeals

Reasonable workload 8 .

to this group?
Caliber of co-workers 9
Organi zationds reputation as gdmbd empl oyer

Source: Towers Watson 2010 Global Workforce Study 6 U.S.

towerswatson.com
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Building the new deal with your workforce: What matters
to Boomers and how it might be delivered

Attraction Drivers

Personalization

Self-
Reliance

Agility

np | lpwwr would you construct

a new deal that appeals

to this group?

Competitive base pay 1
Competitive health care benefits 2
Vacation/paid time off 3
Convenient work location 4
Competitive retirement benefits 5
Challenging work 6
Organi zationds reputation as a godd er
Competitive benefits 8
Flexible schedule 9
Reasonable workload 10

Source: Towers Watson 2010 Global Workforce Study 6 U.S.

towerswatson.com
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Building the new deal with your workforce: What matters
to Hi Potentials and how it might be delivered

Attraction Drivers Hi Potentials

Competitive base pay 1
Career advancement opportunities 2
Challenging work 3
Flexible schedule 4
Competitive health care benefits 5
Potential manager 6
Convenient work location 7

Organi zationdéds financi al

helal t h 8

Organi zationds reputation

als

a g®od

e my

Vacation/paid time off

10

Source: Towers Watson 2010 Global Workforce Study 6 U.S.

towerswatson.com H
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Personalization

Self-
Reliance

Agility

How would you construct
a new deal that appeals
to this group?

|l oyer
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How will your organization address the “deal gap” and
shifting employee attitudes?

| rely on my manager and
leaders, but they don’t
always deliver.

| want job security, stability
and good pay/benefits — but |
see the safety net eroding.

| know I’'m responsible for my own
financial well-being, career,
performance and health — but I'm
not sure | can handle it.

towerswatson.com

| want career advancement,
but may need to leave my
company to get it.

| want more freedom
and flexibility in how
| work.
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Questions?

llene Gochman
31271 52571 2105
llene.gochman@towerswatson.com
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Thank You for Attending

Workforce

MANACEMENT

www.workforce.com

A special thank you to our webcast sponsor:

o

Applicant Management

www.balancetrak.com
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o provider
K poved Provie
-

HRCI Re-Certification Credit

To earn your 1 hour of strategic re-certification credit,
you must respond to our post-event survey.

The survey should open automatically in a separate window.
Please ensure your pop-up blocker is turned off so you can see it.

You can also access the survey by clicking “Print HRCI
Certificate” at the bottom of your console.

This program has been approved for 1 hour of strategic recertification credit throu%h the HR Certification Institute. For more information
about certification or recertification, please visit the HR Certification Institute homepage at :

The use of this seal is not an endorsement by the HR Certification Institute of the quality of the program. It means that this program has
met the HR Certification Institute's criteria to be pre-approved for recertification credit.
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http://www.hrci.org/

