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Doing more with less has become familiar to many of us—and our workforce is no exception.

The World Bank estimates global GDP grew 2.3% in 2012, with expected continued moderate
growth in 2013 (The World Bank, 2013). Much of this growth is driven by the human side of the
equation. Between 2011 and 2012, 90% of countries saw an increase in productivity i.e., GDP per
capita (IMF World Economic Database, 2013). Since 1993, revenue per employee has seen a 3.2%
compound annual growth rate compared with little to no growth in revenue per cost of goods sold
or per invested capital (CEB, 2013). These facts illustrate what most leaders know: companies

(and countries) should be able to do more with the employees they have. Employee engagement

is increasingly seen as a fundamental mechanism through which to attain superior organizational
performance (IBM, 2013). Fundamentally, organizations can do more with more engaged employees.

Presented in this report are insights into the global state of employee engagement based on one of
the biggest employee research databases ever assembled. These insights help provide a roadmap
for driving productivity through engagement of people.

Armed with these big data, we identified three key findings that can challenge some of the commonly
held beliefs concerning employee engagement and leadership:

¢ Neither the sky nor employee engagement is falling. Contrary to popular reports, in almost
each country, our big data indicate employee engagement was up in 2012 compared to both
2010 and 2011.

e People join companies, but leave managers companies. The adage that people leave
managers is not supported by big data. Although managers play an important role in
supporting the engagement and retention of employees, they cannot go it alone. Their senior
leaders should step up and take responsibility for delivering on what has been consistently the
most important driver of employee engagement over the last five years —communicating a
motivating vision of their organization’s future and inspiring confidence in their employees.

e The economic crisis should not be used a scapegoat. Compared to 2008, senior leaders’
ability to inspire confidence and motivate employees towards a shared vision was rated more
positively in 2009, at the peak of economic turmoil. Ratings generally remained consistent
or actually improved in 2010 and 2011. It was only in 2012, three years after the crisis, that
confidence in leadership took a notable hit. Further, senior leaders were rated similarly or more
positively in mature, stable and even economically challenged markets. These data suggest the
economic crisis should not be used to explain poor perceptions of senior leader performance.

In addition to sharing the evidence for these myth-busting insights, this report will also give leaders
valuable guidance into their role in promoting employee engagement to build organizational success.
For companies to be successful, employees must be engaged to perform, innovate and drive
outcomes. This report will help organizations proactively manage employee engagement for future
productivity by drawing attention away from what matters less —the economic climate and direct
managers —and focusing on what matters more —visionary leadership.
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Neither the Sky Nor Employee Engagement
is Falling

The big data presented here reveal the global state of employee
engagement is fairly strong and getting stronger. However, reading
news clippings and reports from many consulting firms would lead
to a very different conclusion (Zenger, 2013). In recent years, others
have published conclusions including:

e Only 30% of the US workforce is engaged (Gallup, 2013).

e Only 11% of the global workforce is engaged and 27% are
actively disengaged (Gallup, 2010).

e Globally, 40% of employees are passively or actively
disengaged (AONHewitt, 2013).

o 22% to 42% of the workforce is engaged, depending on the
global region, with 11% to 24% disengaged (BlessingWhite,
2013).

Perhaps these reports simply have not considered a big enough
data source for their conclusions, because our analysis shows an
altogether brighter outlook, especially for companies that make
engagement a strategic priority by surveying their employees.
Employee engagement’ is up globally, with many countries
experiencing more motivated and committed workers.

The data used for this report come from two sources: the
WorkTrends™ survey and the WorldNorms database:

o WorkTrends is an annual global survey, which in 2012,
surveyed over 33,000 employees across multiple countries,
industries, and organizations.

e WorldNorms is IBM’s database containing survey data from:

— Hundreds of organizations.

— Over 14 million employee opinions collected from 2010 to
2012.

— Companies ranging in size from 100 to over 300,000
employees (20,000 average).

— Twenty industries and 215 countries.

— Over 725 million survey responses.

WorkTrends gives us a peek into the average employee’s experience,
while WorldNorms provides a full view into the experience of

employees whose leaders make engagement a strategic priority. Our
conclusions about the state of employee engagement are reinforced

by the convergence of these two independent sources of information.

‘Organizations that surveyed their
employees saw engagement levels
on average 20 percentage points

higher than those that did not
survey employees.”

'IBM defines employee engagement as the extent to which employees are motivated to contribute to organizational success, and are willing to apply discretionary effort to accomplishing tasks important to the

The Positive Power of Listening to Employees

Results of this big data analysis are shown in Figure 1. Contrary to the
proclamations of others, 70% of employees at organizations surveyed
by IBM around the world (average of 4.5 million employees surveyed
each year from 2008 to 2012) are engaged and only 12% of employees
are disengaged (not shown).

The results presented in Figure 1 also highlight the effectiveness

and protective power of listening to employees and monitoring

the workforce. Organizations that surveyed their employees saw
engagement levels on average 20 percentage points higher than those
that did not survey employees. Evidently, making engagement a priority
by listening to employees, for example by conducting a survey, does
help make a difference. How the survey is conducted also appears to
matter. Organizations using IBM’s survey methodology saw average
employee engagement levels a further three percentage points higher
than companies that surveyed employees, but not necessarily with
IBM.

FIGURE 1. Global Employee Engagement Levels by
Year
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The Protective Power of Surveying Employees

The trend lines in Figure 1 reveal another important finding—IBM clients
have endured far fewer fluctuations in their employee engagement levels
over the last five years. Other organizations saw between five and nine
percentage point swings in engagement over the same time period,

yet the biggest change for IBM clients was just three percentage points
between 2008 and 2009.

The data suggest that taking action on what matters most to employee
engagement can not only build engagement, it can also help to counter
the potentially negative impact caused by outside influences. Later in
this report, we explore the top drivers of employee engagement that
have enabled these companies to buck the trend and help create a
more consistent and productive experience for employees.

achievement of organizational goals. IBM's employee engagement index assesses employee pride, satisfaction, commitment and advocacy.



Global Employee Engagement Up in Nine out of Ten Countries
Engagement levels globally were either relatively stable or on the rise in
2012. Employees around the world reported being more engaged in 2012
compared to 2010. In particular, IBM clients saw a welcome return to

the peak engagement levels not seen since 2009. This positive outlook
can also be seen in a detailed look at individual countries—employee

engagement is up in most countries around the world.

A big data analysis of survey responses from more than nine million

employees? shows employee engagement levels by country from 2010
to 2012 in select countries (Figure 2). The second column in Figure 2
for each country represents the percentage point change in employee

engagement in 2012 compared to 2010. Of the twenty countries

presented, only three show a decrease in engagement from 2010 to 2012,
and two of those three countries in decline demonstrated the minimal

change of a single percentage point. Aimost each place where we

look across the globe, employee engagement scores are up—a happy
pandemic of sorts.

Cumulatively, these results challenge the claims of record low

engagement levels. After all, these results represent the views of nine

million employees around the world.

FIGURE 2: Employee Engagement Changes from 2010 to

2012 in Select Countries

Employee Engagement

Country Score in 2012 Change from 2010
Argentina 66 +2
Australia 67 +2
Belgium 64 Sl
Brazil 4 +4
Canada 69 +4
China 66 +4
Columbia 82 -5
France 61 +8
Germany 64 +2
India 75 +4
Japan 68 +3
Mexico 79 0
Russia 71 +2
Saudi Arabia 74 -
South Africa 67 +1
Spain 70 +8
Sweden 63 +4
Turkey 68 +3
United Kingdom 63 +4
United States 71 +2

24,28 million employees surveyed in 2010 and 4.9 million employees surveyed in 2012.

Big Data Helps Bust the Top Three Myths of Employee Engagement and Leadership

Furthermore, stories of employees bottoming out just do not seem
credible. We believe most employees want to be engaged, they want
to be excited about their company, their jobs and coming to work each
day. As a result, the evidence shows that employees voluntarily give
their feedback on surveys used to drive engagement—IBM clients
averaged an employee participation rate of over 80 percent in 2012. It
does not seem logical that so many chronically disengaged employees
would be so forthcoming and eager to share their thoughts.

People Join Companies, But Leave
Meancagers Companies

The second myth that our big data helps bust is the old adage that
people join companies, but leave managers. Any leader who thinks
employees’ immediate managers are primarily responsible for their
engagement and retention is sorely mistaken. While direct managers
and supervisors can certainly impact engagement, both directly and
indirectly, and no doubt some employees do indeed leave companies
because of their manager, our data suggest managers have far less
direct impact on engaging employees and driving retention than other
factors. In fact, several of the top drivers of employee engagement are
directly related to the actions of senior leaders.

Figure 3 provides evidence for what is found anecdotally across many
organizations. People primarily leave companies when they believe
they and/or their company does not have a good future. Other factors
are often secondary, such as pay, work-life-balance and treatment by
the immediate manager. One word of caution when interpreting this
table —it should not be taken as applying to each employee in each
organization. It is advisable to undertake specific analyses to isolate
the root causes of turnover in specific job families within specific
companies. The data do, however, illustrate the general trend that is
seen across organizations.

FIGURE 3: Determinants of Turnover Intentions

Relative Influence On

3 B Determining Factor
Turnover Intentions

34% | can achieve my career goals at this company.

30% | believe my organization has an outstanding future.

14% | am paid fairly for the work | do.

109 My life is well-balanced between work, family, friends,
° and my personal needs.

1% My manager treats me with respect and dignity.

100% Total variance explained was 49%

*Relative influence on turnover intentions derived from analysis of 2012 WorkTrends™ data.
Turnover intentions was measured by the combined average of responses to “| rarely think
about looking for a new job with another company” and “l am seriously considering leaving
my organization within the next 12 months”. Values represent relative weight of each factor in
explaining turnover intentions. Factors were identified using Stepwise Regression analysis with
relative influence determined by Relative Weights Analysis.
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‘Leaders’ ability to focus energy
on an inspiring mission is key to

driving organizational success...”

Future Vision from Senior Leaders Drives Engagement

Moving beyond the retention of employees, engaging employees

is critical for productivity and organizational performance. Here
again, managers, while important, are not the most important driver.
Looking across client surveys, each year we are able to identify the
topics that have the strongest relationship to employee engagement.
We consider these topics to be “drivers” of engagement —meaning
that improvements in engagement are likely related to improvements
in these topics. Our extensive client work has demonstrated that if
organizations take action on their drivers of employee engagement,
then they can see a corresponding improvement in employee
engagement. Further, we have observed that corresponding
improvements in engagement are not as significant when action is
taken on topics that are less strongly related to engagement. Drivers
of engagement are one of the best ways to understand what can
support and increase employee engagement in work environments.

To define the top drivers of engagement, we look at commonly used
items and their statistical relationship to the employee engagement
index. Those with the strongest relationship (correlation) were given
higher rankings. ltems were aligned to themes and their relative
rankings are show in Figure 4.

As demonstrated in Figure 4, the top drivers of employee
engagement have been fairly consistent over the last five years, with
leadership future vision consistently topping the list. Senior leaders
are critical to the creation and communication of their organization’s
future vision. Very simply, this is a driver of employee engagement
that should not be delegated.

In contrast, the five-year trend analysis in Figure 4 highlights that
manager effectiveness is not typically a prominent or top ranked
driver of employee engagement. In contrast to popular beliefs and
statements about managers having a great deal of influence over
their employees’ engagement, the data reveal that a sole focus

on managers to drive engagement is unlikely to deliver significant
improvements. Rather, executives or senior leaders can have a much
greater impact on employee engagement by communicating a
strong and inspiring future vision.

It is important to note that while the ranking in Figure 4 generally
holds true across organizations and industries, there are a few
notable exceptions. For example, in the retail industry, the manager
does have a more significant impact on the employee experience
and subsequent employee engagement.

FIGURE 4: Ranked Drivers of Employee Engagement
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It is also important to recognize that while manager effectiveness

may not rank highly as a driver of employee engagement (Figure 4),
managers do matter. A growing body of evidence confirms that a bad or
“toxic manager” (Reed, 2004) can have a profound, negative impact on
the employee experience, in effect causing disengagement.
Fundamentally, the ranked drivers analysis reveals that some of the

best possible managers in the world cannot usually retain or engage
employees on their own. Senior leaders play a fairly significant role in
driving high levels of commitment and motivation.

The data suggest that a shift in focus is required —away from direct
managers being the primary, if not sole, implementers of employee
engagement related action plans to senior executives leading by
example, creating a vision of an outstanding future for both the
company and the employee. Leaders’ ability to focus energy on

an inspiring mission is key to driving organizational success via the
alignment of employees to this vision.

How Well Are Leaders Creating a Vision?

Taking our analysis a step further, we wanted to examine how effective
leaders are at creating and communicating this future vision. In other
words, are they driving engagement as much as they possibly can, or is
there room for improvement?

We analyzed employees’ agreement with three items that are most
clearly associated with the future vision driver:

* | believe the company has an outstanding future.

e Senior leadership communicates a vision of the future that
motivates employees.

e | am confident that senior leadership is making the right decisions
for the company.



The analysis revealed that in 2012 across geographic regions and
industries, there is room for improvement. Across the three items,
between one-quarter and one-third of employees remain neutral or
negative about the future prospects of their company, their senior
leaders’ ability to communicate a motivating vision and their confidence
that senior leaders are making the best possible decisions (Figure 5).

More striking is the gap between the global average and top performers,
as shown in Figure 5. Top performers represent the average percent
favorable score among those companies that meet or exceed the top
10th percentile cut score for the item. In short, the top performers line
highlights the opportunity for improvement in the performance of senior
leaders, with a potential for 17 to 18 percentage point increases across
the three items. Such improvements, as we have already demonstrated
above are usually linked to improvements in employee engagement,
which in turn are typically linked to improvements in organizational
performance.

FIGURE 5: How Well Are Leaders Crecating a Vision?
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Trends in Future Vision—Trouble on the Horizon?

While this snapshot of how well leaders are doing is interesting, looking
back over the last five years allows us to identify potential trends and
make some informed predictions about the next five years.

The historical view of the performance of leaders (Figure 6) reveals
strongly consistent employee perceptions of senior leaders, despite
the economic turmoail of the time. In 2009, there was a boost in the
perceptions around the organization having an outstanding future.
Perhaps the global financial crisis of the time drove leaders to be

much more visible and to articulate where the business was going.
Furthermore, the fact that the organization was surviving through this
difficult period appears to have convinced employees that their leaders

Big Data Helps Bust the Top Three Myths of Employee Engagement and Leadership

would get them through the difficult times and could, therefore, emerge
stronger on the other side. This is mirrored by the small increase in the
communication of a future vision that motivates people between 2008
and 2009.

FIGURE 6: Trends in Leadership Ability to Drive Future
Vision Over Five Years
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However, the stable or slightly upward movements in employees’

views of their senior leaders changed in 2012 when all three elements
of future vision decreased (see Figure 6). Most notably, confidence in
senior leaders’ ability to make the right decisions dropped from 69 to
64 percent between 2011 and 2012. In fact, 2012 is the first year over the
last five in which all three items declined from the previous year.

This recent fall in employees’ views of senior leaders could be a matter
of serious concern. In this report, we have already demonstrated just
how strongly employee engagement is linked to leaders’ ability to
communicate a future vision. If employee perceptions of leaders are
falling, then this could be a harbinger of a future drop in employee
engagement.

THE IMPORTANCE OF LONG-TERM VISION

One global organization recently discovered that positive
perceptions of its future vision had dropped among its senior
managers and directors. Not only that, but employee engagement
had also dropped a very significant eight percentage points.
Further analysis revealed that the messaging from senior leaders

around the future vision had become very short-term, with

a strong focus on making numbers quarter-to-quarter. That
message was more about business performance than an inspiring
goal and it lacked the personal connection that can make a strong
future vision so impactful.
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The Economic Crisis Cannot be Used a
Scapegoat

In this report, we have already established that setting a motivating
vision for the company'’s future has typically been a top driver of
employee engagement over the past five years. However, it could be
argued that leadership effectiveness is simply a product of the wider
economic environment. If this were the case, then there could be very
little leaders can do to affect their employees’ engagement —after all,
the wider economic environment is not exactly under their control. To
test this hypothesis, we analyzed differences in perceptions of leaders
by countries of varying economic conditions. For simplicity, and to
ensure fair comparison between countries, the data is taken from one
time period (2012).

Room for Improvement in Mature Markets

Looking at individual countries, we can see that room for improvement
exists, especially senior leaders’ ability to communicate a vision, and
especially in Japan. Figures 7 and 8 present both percent favorable
and standardized® scores on the three elements of future vision in six
economically mature markets.

Typically, employees rate their organization’s future most favorably and

rate their senior leaders’ ability to communicate a motivating vision least

favorably.

In relative terms, employees in mature markets consider their senior
leaders to be doing a sub-par job when it comes to communicating a
motivating vision. However, when we look at confidence in leadership

FIGURE 7: Future Vision in Mature Markets (percent
favorable)
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FIGURE 8: Future Vision in Mature Markets
(standardized scores)
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to make decisions and outstanding future, the regions are much
more diverse. Japan falls below average, European economies (UK,
Germany, and The Netherlands) are nearer to average, and United
States and Australia show the highest confidence in the future.

Leaders in Emerging Markets Doing a Better Job

Among emerging markets, there is more optimism about leaders

and the future (Figures 9 and 10). In the emerging markets, we see a
wider range of standardized scores (Figure 10) for the effectiveness

of senior leadership conveying a motivating vision than was evident in
the mature markets. Relatively speaking, emerging market leaders are
being perceived more favorably in how they relate their vision; however,
with the exception of South Africa, none are above their relative
average, suggesting, as is the case with mature markets, leaders could
be doing a better job in expressing the future vision.

Employees in emerging markets also have greater confidence in their
leaders’ decision-making ability than their mature market counterparts.
They are also more likely to say that their company has an outstanding
future. Although two mature markets (United States and Australia)
scored above the relative average on these items, each emerging
market rose above the average (see Figure 10), suggesting greater
confidence and optimism in the future. Furthermore, some of the
highest ratings of future vision were observed in emerging market
countries—specifically South Africa, Brazil, Mexico and the UAE.

3To account for response sets or other country-specific biases, raw percent favorable scores were rescaled into standardized scores for each country. Standardized scores show how the three leadership items
move in comparison to a global favorability score, which was estimated as the percent favorable across all items and themes in a particular country. On the standardized scale, a score of 50 reflects a country’s
average percent favorable score. Any score above 50 indicates a more favorable than average view and any score below 50 indicates a less favorable than average view, both regardless of country-specific biases.



FIGURE @: Future Vision in Emerging Markets (percent
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FIGURE 10:Future Vision in Emerging Markets

(standardized scores)
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Leaders in Hard-Hit Markets Rise to the Challenge

In addition to examining emerging markets, we looked at three other
markets where the macro-economic conditions are not as optimistic for

Avg

various reasons: Egypt, Spain and Greece. We have called this group of

countries “challenged markets.” Our intuition might lead us to expect
scores in these countries to be markedly lower than scores in more

economically stable countries.

Big Data Helps Bust the Top Three Myths of Employee Engagement and Leadership n

But our intuition would be wrong. Figures 11 and 12 show scores on
confidence in the company’s future are at least average or higher in all
challenged countries—in Egypt the score on this item is higher than that
in each mature market country. In contrast, employees in challenged
markets are more critical of their senior leaders’ ability to communicate
a motivating vision—the score in each country is below average.

FIGURE 11: Future Vision in Challenged Markets
(percent favorable)*
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FIGURE 12: Future Vision in Challenged Markets
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“Sufficient data on the item “l am confident that senior leadership is making the right decisions for the company” were not available in these countries, and was therefore excluded from analysis.
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Conclusion
This report has used big data to shed new light on some commonly
held beliefs. Our analysis has revealed that:

"...leaders cannot blame the

economy for low scores if they are

rated poorly.”

However, these scores are still similar to (Spain) or higher than (Egypt
and Greece) scores in mature market countries. In other words, despite
the macro-economic challenges being faced by employees in these
countries, they still rate their senior leaders as well or better than leaders
in more mature markets.

Perhaps the most astounding insight gathered from these analyses

is the robustness of leadership effectiveness (see Figure 13), even

in some of the most challenging economic situations. As presented
previously in Figure 4, compared to 2008, senior leaders’ ability to
inspire confidence and motivate employees towards a shared vision was
rated more positively in 2009, at the peak of economic turmoil. Further,
as summarized in Figure 13, compared to employees in more mature
markets, like the U.S. and Australia, employees in challenged markets,
like Greece and Spain, are just as happy or happier with their senior
leaders’ ability to communicate a motivating vision and feel just as or
more confident in their organization’s future.

Senior leaders seem to be the masters of their own fate, which is
good news for them and their employees, as their efforts to lead their
organizations through tumultuous times are not wasted. But by the
same token, leaders cannot blame the economy for low scores if they
are rated poorly.

FIGURE 13: Summary of Vision and Future Ratings for
Mature, Emerging and Challenged Markets
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Employee engagement is not in the dire state that other
commentators would have us believe. In fact, a large majority of
countries in our big data analysis have seen a small increase in
employee engagement between 2011 and 2012.

The ability of senior leaders to communicate an inspiring and
motivating vision is a driver of employee engagement. This is no
fad, but something that demands urgent attention. Furthermore,
there is a significant gap between average and top performers
when it comes to employee perceptions of their leaders. There
is a significant opportunity for average leaders to up their

game by creating and communicating an inspiring vision. Such
actions would help drive higher levels of engagement, which in
turn has been linked to enhanced organizational performance.
Furthermore, the trend in employee perceptions of senior leaders
indicates a worrying dip in 2012 that could be an early warning
signal of a future decline in employee engagement levels.
Senior leaders may believe that employees’ views are heavily
influenced by the economic conditions of the time, but at least
when it comes to employee perceptions of leaders, there is very
little correlation to the economic environment. In fact, leaders

in emerging and challenged markets are usually rated more
favorably by their employees than those in mature markets. &
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About WorkTrends and WorldNorms Data

WorkTrends

WorkTrends is a research program begun in 1984. In its current
form, WorkTrends is a multi-topic survey completed online by
a sample of employees representative of a country’s working
population in terms of industry mix, job type, gender, age and
other key organizational and demographic variables. In most
countries, survey takers must be adults who work full-time for
an organization of 100 employees or more; this threshold drops
to 25 employees or more in countries with smaller economies
or hard-to-reach populations. The survey has over 200 items
that cover a wide range of workplace issues, including senior
leader and direct manager effectiveness, recognition, growth
and development, employee engagement, customer orientation,
quality emphasis, innovation, corporate social responsibility,
workplace safety, work stress and performance confidence. In
2012, over 33,000 employees were surveyed.

WorldNorms

The WorldNorm database contains employee engagement
survey data that has been gathered from over 200 companies
each year with employees in over 200 countries. These
companies range in size from over 300,000 employees to as
few as 200 employees (median employee size is 6,000). The
current database contains over 250 million responses from
approximately five million employees per year. This database
has over 736 survey items that measure many important work
place issues including employee engagement, employee
alignment with corporate strategies, change management,
communication, compensation and benefits, company culture,
mission and values, customer focus, diversity, inclusion, ethics
and corporate social responsibility, future vision, employee
growth and development, innovation, involvement, leadership
and manager effectiveness, performance management,
recognition, quality products and services, safety and physical
work environment, teamwork and collaboration, trust in
leadership, and work/life balance.
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