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EXECUTIVE SUMMARY

In March of 2010, Apex Performance Strategies conducted a robust analysis of many leading
indicators ofTalent: Retention and Engagemeiithis effort was done in pursuit of bringing
together research and agglirigor to help organizations plan a Talent Strategy for the future.
The three primary indicators studied were: Corporate Downsizings, Turnover, and Tenure.

The Results are targeted at: Business Leaders, Human Resource Partners and Executives, and
Talent and Organization Development Practitioners; who are relentlessly in pursuit of Retaining
Top Talent in the current economic marketplace. Within the findings, we highlight key trends
and propose practive strategies around managing talent. Hereiaeekey Findings:

1) Corporate Downsizings are now a common business practice. While they were
previously used in times of crisis, they are now often used to manage operational
efficiencies on a regular basis. Although common, downsizings are on a steep
decline since the beginning of 2010.

2) Based on metaanalytic data, Apex expectdop Talent Attritionto increase almost
immediately, and at a fairly steep rate going forward. A newVar for Talentcould
be in effect in the next 18 months.

3) Younger Talent iskeeping ther jobs for much shorter periodsthan older
generations. In some cases tenure is found to be less than half of older counterparts.

4) High-Tech and Biotech have fewewroluntary separationshan other industries.

5) Retention and Engagement Strategieseed to be tailored to fit the demographic that
they are targeting. Aone size fits almentality will not be effective.

As the market for talent heats up over the coming months, organizations will need to decide how
important their strategies for manag that talent will be. Retention and Engagement Strategies
need not be huge, programmatic, budget crushers. Rather, they should to be customized to the
specific industry and aligned with current trends including generational considerations.

The two ley drivers of retention and engagement (according to employees) cited in this study
are: 1) Confidence in the future of the company, and 2) Work/Life Balance. Here are Three
Major considerations to ensure that these drivers are adequately addressestrategy:

1) Is your strategy tailored at the desired demographicg.g.generational cohort)?

2) Are your managers walking the talk? If a program espouses one thing and leaders
demonstrate another, top talent will usually follav the leaders they aspire to be.

3) Have you communicated the future of your organization, which includes: a)
Organizational Vision, b) EmployeeOs role in successful achievement of that vision,
and c) A proactive approach, before employees hear about it through rumor or the
internet?
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CORPORATE DOWNSIZING

Reductions in Force (RIFsh the United States were on a downward trend from 2001 and
reached dow for the decade in 20Q@&t 13,998 RIFs This downward trend changed the
following year and began trending upward. From 22009, yeawover year increases were:
10.7% (2007), 36.4% (2008), and 32.6% (2009). Although the relative percentage dropped in
2009, the actual number of RIFs still grew.

In early 2009, Bain and Compahyonducted a global survey of 1,430 executives. Of those
suiveyed, 39% conducted layoffs in 2008 &8%6 of the executives said they plan to

downsize in 2009.0f all the executives surveyeamhly 34%saidthat they did not downsize in

2008 and dl not plan on doing so in 2009t appears that as the trend hasagr@ver the years,

so have the expectations of executives who actually plan for such events, regardless of whether
their organization had done so the previous year.
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Early data in 2010 seem to be trending downward substantially. In February 201etteere
1,183 RIFs in the United State&8% less than occurred in February 20@Gnd 41% less than
January 2010 While we canOt project shtetm trends to continue at this rate, it appears that
the radical RIF rates of 2009 have begun to stabilize anchret more characteristic rates of the
decade.

In the current economy and mindset of Corporate Executives, downsizings are no longer seen as
singular, episodic evenfscused on emerging from a crisis. Rather, they are part of a continual
process aimedt new ways of keeping an organization lean and focused on streamlined success.
This being said, the data also indicates that the incredibly turbulent times, which began in late
2007 and reached their zenith in late 2009, have moved to a more stableeoridiis should
hopefully mean a return to some of the more baseline statistics and trends, associated with
Turnover andTenure.




EMPLOYEE TURNOVER

In 2009, the amount of people who voluntarily quit their job steeply declined tonaalaate of
16.8%, almost @.0% decline since 2006when the annual rate was 26.7% of employment.
According to SHRM, however the biotechnology industry saw people quit at an annual rate
of 5% and high-tech industries at an annual rate of 6% in 2008 These industries@

comparatively lower than the national rate of all industries.

The table below shows how ratios between voluntary and involuntary terminations remained
relatively stable throughout the first part of the decade, but saw a drastic shift after 2006. From
2007 to 2009 the relationship flippedaking involuntary terminationscurrently the larger

cause of turnover

Percentage of People Who Were Laid Off or Fired Versus People W Quit
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Since it is too early for data to be annualized for 2010, alyoobmparison year over year can
explore the voluntary vs. involuntary relationship furth€he chart below shows a comparison
of QuitsandLayoffs and Firedor the first month of 2009 and 2010.
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This comparison highlights that both factors aeading downward but thafyoffs and Fires
are falling much faster thaQuits The chart below shows the relationship between these two
variables over the last nine yearé\s described abov8p09 was an interesting year because
it was the first time in a decadehat more people left organizations involuntarily rather

than voluntarily .
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This chart also appears to show that as involuntary terminations increased rapidly (around 2007),
voluntary terminations decreased very similarly. It seems higblygble that, given the almost
mirror-like relationship between these two variables historic@lyt rates should begin to

increase in a somewhat relative proportion. The minor difference being that the slope (both up
and down) is slightly steeper fQuits, which might mean thauit rates will increase slightly

faster throughout 2010. This would anticipate thétaa for Talentshould begin anew and be

in full effect in 18 months (from the February 2010 decline i.ay Offs and Firingg.

Previous resarch shows thafop Talentends to be the first to voluntarily separate. Now that
the current crisis in the job market is perceived as being largely in théhgalsést and brightest
may choose to leave for new opportunitdaflicting a substantial ®in drainO on
organizations. Organizations concerned with this should begin planning retention and
engagement strategies soon. InTeaure section below we list some of the key drivers for
retaining high performing talent.




TENURE

In 2008 the averag tenurgtime that a person has been working at their organizétion)
individuals age 25 and oldar the United &tes was 3 yearsan increase from 4.7 years in
2002.
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The chart above shows that people below the age of 55 are at their jobs=fl#6astorter than
their counterparts who are 55 and older. It also shows that each younger decade (age range) se¢
a decline in tenure of approximately 2 years. While there are some methodological limitations to
this comparison, the trend is undeniaBeunger people are keeping their jobs for shorter

periods. For industries that need to be on the cutting edggKligh-Tech), retaining younger

talent will be especially necessary to success and strategies targeted at that younger demographi
may bepatticularly impactful. As a best practice, Retention and Engagement strategies should
reflect the demographic needs for the future of the organization.

In 2009, Kenexa Research Institieenducted a study & 041 high performing employ&&sn
order to dentify theten most important drivers fomgaging® and Retaining? high performers
Results are shown in chart bel¢®= most important, 0= did not make the list).

: Rank for
Driver Engagement Retention

Confidence in the future of company

Safdy is a priority

Company supports work/life balance

Excited about my work

Opportunity to improve skills

Diverse employees given equal advancement opport

Promising future for me

Manager keeps commitments

Customer selige efforts increase my job satisfaction

People | work with do their best

Satisfied with recognition

Confidence in senior leaders
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For professional fields (factoring o8afety which is more industrial), this table indicates that
Confidence in the Future ofCompanyandCompany Supports Work/Life Balancghould be at
the core of Engagement and Retention Stratediese are some of the bg@sacticeghatApex
has created and encountered through partnerships with clients

Confidencein the Future of Company:

¥ OverCommunicat®When in doubt, people assume the worst.

¥ Deliver messages directly to employé&dsever let them hear rumors or find it on the
Internet.

¥ Provide a clear Vision of the future of the organizatidret employees kow their role
as it pertains to thieiture stateand how they will contribute to that success.

¥ Let employees patrticipate in the planning pro&Kshey have input, they will be more
bought into the plan and its implementation.

Company Supports Work/Lé Balance:

¥ Allow flexible work B Nothing goes further than allowing employees freedom in how and
when they complete their work.

¥ Demonstrate trust in employeB$Some clients are moving away from traditional
vacation programs and allowing employees to take off as needed.

¥ Build in Wellnes Some clients offer: gym memberships, counseling servicesiten
day care, continuing education, etc (the list is limitless).

¥ Exemplify Work/Life Balance as a leadeif you come in at 7AM and leave at 7PM,
alwayssend emails while at home, and work every weekend, you are definitely sending a
message (and it may not align with the valuBalance.

Endnotes:

1. RIFs data are collected by the Bureau of Labor Statistics by examining organizations that haves@titetial claims

of unemployment Insurance during -avgek period.

2. All data retrieved from the Bureau of Labor Statistics, www.bls.gov, unless otherwise noted.

3. Source: Bain and Company, www.bain.com.

4. Data show an overall number of downsizirgsefach year. While the 2009 data shows the highest number of
downsizings, the trend declined towards the end of 2009 and into 2010.

5. These numbers are high because they includgraiassional industries, which see higher levels of turnover.

6. Soure: Society for Human Research Management, www.shrm.org.

7. Since the Job Opening and Labor Turnover Survey, which collects data on quits, layoffs and fires, started in 2001, data
before this time is not available.

8. This is the most current data pubkshby the Bureau of Labor Statistics.

9. Source: Kenexa Research Institute, www.kenexa.com/Kri.

10. High Performing employees were identified as employees enrolled in a cesppasyred formal management
development program.

11. Employee Engagement isideél as, Oa heightened emotional connection that an employee feels for his or her
organization, that influences him or her to exert greater discretionary effort to his or her work©. Source: The Conference
Board, www.confereneloard.org.

12. Employee Ratéion is defined as, Othe policies and practices companies use to prevent valuable employees from
leaving their jobsO. Source: The Encyclopedia of Small Busimassgale.cengage.com
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