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Quantify employee engagement and win the
war for talent

Businesses across virtually every industry are facing an increasingly daunting
skills gap. Ensuring they can find, recruit and retain leading talent will be
more vital than ever in the coming years, but also more difficult.

The impact is already being felt in a big way. Around 30 percent of Western
European businesses have entry-level vacancies they are unable to fill
because they simply cannot find candidates with the right skills!'l. This figure
will only grow, particularly in industries that require a solid STEM foundation
such as scientific research, IT, health, finance and engineering!?l.

Under these conditions, the balance of power has shifted between employers and employees. Analyst Josh Bersin
put it well: “the war for talent is over, and the talent won'l3l,

A company’s best employees can now demand more of their employer than ever before, and not just in terms of
requesting a higher salary. Employers today must place as much importance on keeping their high value employees
engaged and fulfilled at all times. The days of ‘burn and churn’ employment models have been consigned to the past.

In this environment, the ability to measure employee engagement and understand how it relates to performance is of
chief importance. It is one thing for employers to understand that an engaged workforce affects their bottom line, but
quite another to be able to quantify, understand and influence engagement across the business.

Oracle’s Simply Talent: A Western European Perspective study reveals that many Western European countries still
have some way to go in terms of effectively measuring employee engagement and its impact on performance. As
competition for skilled workers continues to get fiercer, organizations that cannot keep their top performers engaged
and motivated risk losing them to competitors.

A more rigorous engagement strategy has become indispensable, and HR has a vital role to play in helping
organizations make the transition. Modern HR teams have access to data-based tools allowing them to effectively
measure employee engagement, and just as crucially to quantify its impact on the business for the decision-makers
in the boardroom. In this way HR will find itself at the centre of the business, driving engagement strategies that best
serve the organization’s growth ambitions.

For our study, Oracle polled 250 HR decision makers working for large European businesses and public sector
organizations. Respondents came from countries including the UK, France, Germany, Sweden and the Netherlands.
What follows is a deep dive into our findings; into how valuable employee engagement is to employers, into how it is
currently being measure, and into how companies can make employee engagement a competitive differentiator.

The study complements our previous Oracle Simply Talent research report, Making HR the Champion of Employee
Engagement, for which 1,511 employees at large businesses in WWestern Europe were polled about their attitudes
towards employee engagement. Inevitably there were some interesting points of comparison between both surveys,
and in the interest of sharing the most complete picture of employee engagement we've referred back to our previous
study in this report. | hope you find our discoveries as intriguing, and telling, as | have.

Loic Le Guisquet, President, Oracle, Europe, Middle East, Africa, and Asia-Pacific

1) Debating Europe, What can be done to fill Europe’s skills gap, July 2014
2) Ibid
3) Bersin by Deloitte, Human Resources, Learning, and Leadership: Our Ten Predictions for 2014, December 2013


http://www.debatingeurope.eu/2014/07/17/can-done-fill-europes-skills-gap/#.VlcOSdLhBR0
http://www.debatingeurope.eu/2014/07/17/can-done-fill-europes-skills-gap/#.VlcOSdLhBR0
http://www.bersin.com/blog/post/Human-Resources2c-Learning2c-and-Leadership-Our-Ten-Predictions-for-2014.aspx
http://www.bersin.com/blog/post/Human-Resources2c-Learning2c-and-Leadership-Our-Ten-Predictions-for-2014.aspx

Employee engagement and the bottom line

Employers in Western Europe are overwhelmingly positive about the impact of employee engagement on their businesses,
which they see as delivering a range of important benefits.

Overall, 93 percent of respondents believe employee engagement is strategically important to their business, rising as high
as 98 percent in the Netherlands (see figure 1). In fact, employee engagement is deemed more important than any other
key HR function including strategic personnel planning (91 percent), talent attraction and recruitment (90 percent), and
executive development (88 percent).
| FIGURE 1 Bl HOW STRATEGICALLY IMPORTANT IS EMPLOYEE ENGAGEMENT TO YOUR BUSINESS?
Base: all respondents | 100% | 100% 100% 100% 100% 100%
Veryimportant | BG% | 68% 56% 44% 60% 50%
Quiteimportant | 37% | 28% 40% 36% 34% 48%
Not very important | 7% 4% 4% 20% 6% 2%
Notatallimporant | 0% | 0% 0% 0% 0% 0%
Netimportant | 93% | 96% 96% 80% 94% 98%

When it comes to the tangible benefits of an engaged workforce, employers are clear that these relate to core business
objectives and processes. Respondents list the top five positive impacts of having engaged employees as:
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65% 62% 61% 60% 58%

While respondents in all countries surveyed were positive about employee engagement there was some regional variation,
most likely due to differing cultural attitudes towards work. For instance, respondents in the Netherlands were the most
positive about the benefits of employee engagement, scoring above average on all five of the main benefits cited by global
respondents. French employers, meanwhile, were more cautious than their counterparts in the other countries surveyed
(see figure 2).
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Employers’ positive views of the business value of employee engagement mirror the views of employees
themselves. The previous Oracle Simply Talent report, Making HR the Champion of Employee Engagement,
highlighted that employees believe they are more productive and less likely to look for work elsewhere when they

are engaged.

| FIGURE 2 [ WHICH OF THE FOLLOWING DO YOU BELIEVE IS IMPACTED POSITIVELY BY HAVING ENGAGED EMPLOYEES?

s o oo ofs s

Base: il responcents | 100%| 100% 100% 100% 100%  100%
Collsboration betweenteams | 65% | 54% 58% 46% 76%  92%
Operationaleffsieney | 6204, | 52%  56% 58% 58%  84%
Business performance | B0/ | 62%  50% 46% 58%  88%

(revenue growth)

Service (e.g. improved 600/0 620/0 500/0 240/0 660/0 980/0

customer satisfaction)

Innovation (e.g. improved 580/0 560/0 560/0 300/0 640/0 840/0

creativity, new products, new
ideas, etc.)

Oracle viewpoint

Employee engagement has quickly risen to the top of the company agenda as it becomes apparent just how
positively it can impact the business’ performance and bottom line. In a world where organizations are facing
commoditization, increasing competition and lack of skilled workers, an engaged workforce represents an important
strategic advantage.

However, paying lip-service to employee engagement is not enough and businesses cannot get by with a ‘best-
guess' approach. Engagement strategies need to be rigorous and data-driven, leaving no room for doubt about
which measures increase engagement and which don't. The ability to effectively measure and quantify employee
engagement is essential to making the concept more tangible for decision-makers in the boardroom, who are
ultimately best placed to green light initiatives that will improve engagement across the organization.

Moreover, engagement strategies cannot exist in isolation. It goes without saying that the most engaged workforce
in the world is useless if it is not effective and productive. HR leaders therefore need to ensure that employee
engagement and performance management strategies go hand-in-hand and can be measured for correlations, while
of course ensuring employees’ objectives align with wider business needs.

As our study shows, however, all too often this is not happening.




The measurement conundrum

Considering how strategically important survey respondents deem employee engagement to be, it is surprising that the
majority are unable to measure it with any degree of sophistication.

While 68 percent of employers still rely on standard staff surveys to understand engagement levels, only a small
number (37 percent) use advanced data analytics. Similarly, relatively few businesses look to augment staff surveys
with additional information, such as customer surveys (51 percent) and informal channels/anecdotal feedback (34
percent).

French respondents appear to be somewhat further ahead than other regions surveyed when it comes to the use of
sophisticated measurement tools: fewer than half (48 percent) use staff feedback surveys to measure engagement
compared to 50 percent that use advanced data analytics.

Interestingly, the country with the highest number of respondents that are positive about the importance of employee
engagement to their businesses is also amongst the least likely to be able to measure it effectively: The Netherlands.
Eighty percent of Dutch employers use staff surveys and just 42 percent use advanced data analytics (although this is
still much higher than the 16 percent recorded in Sweden).

| FiGURE 3 [l WHICH OF THE FOLLOWING DO YOU BELIEVE IS IMPACTED POSITIVELY BY HAVING ENGAGED EMPLOYEES?
o o s o o o
Base: ol respondents | 100% | 100% 100% 100% 100% 100%
Staff feedback surveys | 68% | 66% 68% 48% 76% 80%
Customer foedback | G519 | 64% 42% 32% 40% 76%
fompox anavaovdrvores | 31% | 36% 42% 50% 16% 42%

complex analysis of diverse
business data)

In light of this, it should come as little surprise that the employers surveyed cite challenges when it comes to
demonstrating how employee engagement affects the business. Thirty one percent of employers say they find it
difficult to measure the return on investment for employee engagement measures, while a similar proportion (30
percent) say the C-suite has a poor understanding of employee engagement.



Oracle viewpoint

The static and, arguably, outdated tool of the employee feedback survey is not up to the task of providing a meaningful
analysis of the more subtle issues behind employee engagement and its impact on the business without being linked
to wider data sources. Similarly, organizations need to be able to measure the effectiveness of HR strategies around
employee engagement to ensure they are getting an adequate return on investment. The irregular ‘thumb in the air’
approach afforded by the employee survey is not up to this task in today’'s competitive talent market.

We live in a digital age of ‘instant feedback’, one in which employees want an on-going, meaningful dialogue with
line managers, HR and other stakeholders about their performance and concerns. Businesses need to deliver a more
flexible, personalized feedback loop to meet this expectation.

The onus falls on HR and line managers to effect this change, and to use the technologies at their disposal to begin
having these more valuable conversations with employees. Employers need to understand the trends in their
engagement surveys and other measures to appreciate what new generations of employees value from their workplace
and how their needs and wants are evolving, as this is vital to staying relevant.

The rising popularity of pulse surveys to measure the company’s health is a direct result of this realization. Keeping
questions simple and relevant makes it easy to gain a reasonably accurate quick-fire snapshot of employee engagement
across the business.

Today, advanced data analytics has a key role to play in measuring engagement more frequently and accurately. Cloud-
based solutions can collect data from across the entire business so that HR can cross-reference and analyze everything
from sales figures, productivity rates and customer service data alongside conventional HR data such as absentee rates
and line manager feedback.

Automation makes the analysis easy and accurate and provides HR with a more holistic and detailed measure of exactly
how its engagement initiatives are impacting the wider business. Additionally, data visualization techniques allow HR
teams to create a tangible view of engagement that will help illustrate its impact and value to decision-makers in the
boardroom.

The real value of engagement can only be realized when it is considered alongside other metrics, such as HR program
performance and employee turnover. HR has to understand the whole picture by analyzing as much measurement data
as possible in order to come up with effective solutions. This will play an important role in helping HR realize its role as
a strategic advisor to the business.
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The role of HR in employee engagement

Ensuring employees are engaged and are performing at their best is a task for everyone in the business; from the
CEO down. However, the two groups with the greatest influence are HR, as creators of the overall engagement
strategy and line managers, those on the front line of the engagement battle.

However, when it comes to HR there is a perception gap about its role as a driver of engagement. When asked who
in the business has the greatest impact on employee engagement only 10 percent of employers say HR, compared
with 34 percent who say line managers and 28 percent who say the senior leadership team.

This echoes the comparatively low profile HR has with employees: only three percent of those surveyed in the
employee phase of the Oracle Simply Talent study said HR has the most positive impact on how engaged they feel
at work.

Once again, respondents in France and the Netherlands are at the extremes. Just four percent of French employers
cite HR as the key influencer in driving employee engagement. The Dutch, however, are much more positive, with 20
percent citing HR as the main driver for employee engagement in their organizations (see figure 4).

[ FIGURE 4
WITHIN YOUR ORGANIZATION?
Base: all respondents | 100% | 100% 100% 100% 100% 100%
Line management | 34% | 30% 26% 28% 30% 56%
The senior leadership 280/0 340/0 280/0 420/0 280/0 100/0
TheCeO | 18% | 16% 30% 20% 18% 4%
The human resources team 10% 12% 8% 4% 6% 20%

Combining Oracle’s latest findings with those from the employee viewpoint phase of the research reveals that
despite employers saying line management has the greatest role in driving engagement, employees still view poor
communication from managers as the most frequent reason for them feeling less engaged at work.



An overwhelming 90% percent of employers agree strong leadership is effective in boosting employee
productivity, with 34% saying line management has the greatest role in driving employee engagement, more than
any other department in the business.

This appreciation for line management excellence is echoed by employees. Nearly one-third single out good line
management as making them feel more engaged at work, and 41% say poor communication from managers is the
single most frequent reason for them feeling less engaged. Despite this, only 13% of employers consider a focus
on line management excellence is most important to making employees feel engaged at work.

Encouragingly, there are multiple areas where employer priorities do align with those of employees. Fifty-eight
percent (568%) of employers agree recognising the excellence of individual employees has a strong positive impact
on engagement, a belief shared by 53% of employees. Fifty-two percent (52%) of employers believe embracing
teamwork and collaboration positively impacts engagement, as do 53% of employees. Fifty-four (54%) of
employers say a good work/life balance makes workers feel more engaged, and 50% of employees agree.

Oracle viewpoint

HR must ensure the relationship between employees and their line managers is strong, and provide both parties
with the information and guidance they need to foster a more productive dialogue built on frequent feedback.
Regular discussions with employees on their performance, objectives, and concerns are the cornerstone of an
engaging work environment.

With its unique oversight of the relationship between employees, their managers, and wider business strategies,
HR teams are in a unique position to champion engagement and ensure it shapes the business’ strategies for the
future. The result will be a place to work where proactivity, innovation, and collaboration can thrive.

Cloud applications are key in enabling this, helping HR provide line managers with insights to monitor employee
performance and ensire their efforts align with the organization's strategic goals. They also allow HR to gauge
engagement levels and present them in the data-centric language the C-suite understands. For line managers
meanwhile, the right cloud applications can provide a real-time window into employees’ morale, expectations and
performance, allowing them to develop and retain their best talent.

n
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The tools of engagement

When it comes to the latest digital and mobile technologies, HR tools, and social media platforms, Oracle’s
findings indicate only a minority of employers view these as direct contributors to improved engagement. However,
employers do place great stock in the practices that these technologies enable.

In fact, there seems to be something of an awareness gap around which technologies are required to bring about
valuable cultural and operational improvements to the business — improvements which have a positive effect on
engagement levels.

Only 15 percent of employers say using the latest digital and mobile technology is most important to driving
employee engagement, and only three percent say enabling employees to use social platforms at work is most
important.

However, over half of respondents (52 percent) say embracing teamwork and collaboration is crucial to driving
engagement. When it comes to improving employee performance, meanwhile, 48 percent of employers attribute
this to a healthy, safe and comfortable working environment, 45 percent credit flexible working hours, and 48
percent again chalk this up to offering training and development to employees.

Interestingly, these are all areas that mobile and digital tools can help support, and in fact enhance. In an age where
smartphones and social platforms have become so ingrained in our daily lives, it's only natural that they become an
equally integrated part of the modern workplace.

Oracle Viewpoint

As any HR professional will tell you, improving employee engagement across the businesses comes down to
insight, strategy and collaboration. But technology does have an important role to play as an enabler. In fact, the
advent of advanced technologies such as the cloud and big data analytics has elevated our mobile devices and
social platforms into resources that can prove transformational and deliver a huge competitive edge.

The latest digital, mobile, and collaboration tools play an integral role in helping businesses support initiatives and
strategies that make employees feel more engaged. However, these technologies don't drive engagement on
their own. To be effective they need to be seamlessly embedded in business processes so that line managers and
employees use them as part of their normal work, be that a performance review, a recruitment process, sharing
some social learning or using a mobile to enter timecards.



Conclusion

The value of a more engaged workforce has been corroborated by employees, employers, and the wider
HR community. The time has now come for change. With its unique oversight over the relationship
between employees, their managers, and wider business strategies, HR teams are in a unique position to
champion engagement and help shape the workplace of the future. This is the key to ensuring the business
can in turn attract, engage, and retain the workers of the future.

Talent analytics and management technologies will play a large role in helping them achieve this by
delivering the insights they need to help shape a more collaborative, productive, and engaged work
environment.

This is where Oracle HCM Cloud comes into its own, enabling HR professionals to enable collaboration,
provide complete workforce insights, increase operational efficiency and make it easy for everyone to
connect. Oracle HCM Cloud is the channel through which employers can enact competitive employee
engagement strategies that benefit the entire business.

As organizations adapt to the challenges posed by the skills gap and the digitization of business, HR

will need to transform itself to remain relevant. The Oracle HCM Cloud ensures that this transformation
happens with ease; providing HR teams, employers and line managers with all the tools they need to
drive and measure engagement. Through the cloud employee engagement can live up to its promise as a
strategic component of business success.
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