











Figure 11 | High-Effecti
Actions and

Secret #5: Measuring the Impact of
Employee Communication

Measurement provides insight into what works
and what doesn't. That insight helps companies
build on successes and refine the quality of
their employee communication programs.
While companies are starting to pay more
attention to measurement, they still have a
long way to go. Nearly half of the participants
in our 2007/2008 study regularly measure
employee behavioral change, and just over
one-half measure to see if communication
helps employees work more effectively.

High-effectiveness companies are doing a better
job in all aspects of measurement. Figure 11
shows that they are far more likely than low-
effectiveness companies to regularly measure
the impact of communication on such business
metrics as the retention of critical talent, work-
force productivity, employee engagement and
business performance. Employee engagement
and business performance ranked at the top
of this list.
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High-effectiveness companies know their

internal and external audiences, do their best
to communicate with each group, and use both
as indicators of success. These companies use
various methods to gauge the effectiveness of
internal communication efforts. Conducting
focus groups to obtain both employee and
manager feedback ranked higher than average in
high-effectiveness companies. These companies
are nearly five times as likely as low-effectiveness
companies to hold these candid sessions with
employees' and more than four times as likely
to hold them with managers.'® On the external
side, high-effectiveness companies are also
four times as likely to determine success based
on customer measures such as sales growth
and customer satisfaction.'®

A hard look in the mirror is tough for anyone,
top-performing companies included. While
only 26 percent of high-effectiveness compa-
nies regularly use communication audits as

a vehicle for self-evaluation, they're twice as
likely as low-performing companies to do so.

Figure 11 also shows that the number of
organizations that measure to verify the commu-
nication function’s contribution to achieving
strategic business goals is extremely low, even
among high-effectiveness companies. Watson
Wyatt sees this area as the next frontier for
improving communication effectiveness.

One of the most encouraging trends we

found in 2007/2008 is an increase of
more than 20 percentage points from the
2003/2004 study in the number of companies
that are trying to measure behavioral change.
That being said, there is still room for improve-
ment: just over 60 percent of these companies
currently measure behavioral change.

4 28 percent for high-effectiveness companies; 6 percent for low-effectiveness companies
5 22 percent for high-effectiveness companies; 5 percent for low-effectiveness companies

16 35 percent for high-effectiveness companies; 9 percent for low-effectiveness companies
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Figure 12 | Measuring the Actions and Outcomes of Communication Varies Across Geographies
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Participating companies in Asia-Pacific have a higher rate of

measuring the impact of communication programs on business

performance and strategic business goals. They are much more likely

than companies in other regions to have a corporate scorecard that

includes communication success measures.

As Figure 12 shows, Canadian and European participating

companies report a higher incidence of regularly measuring

the effect of communication on the retention of critical talent. Asia-

Pacific scores in this area are above the norm, but lag behind those
of Canada and Europe. The United States falls below the norm.

Canadian and U.S. companies lag with respect to measuring

the impact of employee communication on business perfor-

mance. European companies are doing a better job in this area, while

Asia-Pacific companies score substantially higher than other regions.

About the Study: Measuring
Communication’s Impact

We partnered with the International
Association of Business Communicators
(IABC) Research Foundation to develop
survey questions that investigate what
companies are doing with respect to
measurement. Additional questions this
year explore how frequently companies
are using surveys and focus groups to
obtain feedback, whether they use
corporate scorecards and whether they
measure the impact of communication on
employee engagement.



Secret #6: Branding the Employee Experience

Large companies invest millions in creating
brand image for their products. Many compa-
nies are now working to create an employee
experience brand. Their goal is to recruit,
engage and retain employees more effectively;
help employees internalize company values; and
gain a reputation as an employer of choice.

Branding the employee experience encom-
passes three primary activities:

= |ntegrating employee programs and policies
with organizational culture and business
strategies

= Examining all aspects of the employee deal
throughout the employment life cycle

= Building employee loyalty to a company the
same way a consumer brand builds loyalty
to a product

Employment brand is the communication of
the employment deal. It links the employment
deal with business goals. It encompasses
language, messages, positioning, graphics,
packaging and media. It addresses current,
future and former employees as well as
stakeholders such as external recruiters.

Figure 13 | High-Effectiveness Companies Have a Clear Employer Brand
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The number of survey participants who
say their organization has a clear employer
brand has risen slightly since the 2003/2004
study.'” As Figure 13 shows, however, the
difference between high- and low-effectiveness
companies is substantial.

Companies are increasingly interested in defining
their total rewards programs and linking them
with the employee experience. These programs
outline what companies offer in terms of pay,
benefits, learning and advancement opportuni-
ties, and work/life programs. The deal includes
what the company expects in return from
employees. The 2007/2008 study found a
nearly one percent increase in market value for
companies that effectively integrate their total
rewards programs — double the result from the
2005/2006 study.

Secrets in the Making

After delving into the “secrets” of top-perform-
ing companies, we considered emerging
communication practices — the “secrets in the
making” we might find when reviewing our
trend data and looking to the future. To identify
these emerging secrets, we looked for specific
practices in which:

= The ratio of high-performing companies was
significantly above that of low-performing
companies

= Companies were increasingly adopting
these practices

= There was still room for improvement, even
among the high-performing companies

17 34 percent in 2007/2008; 32 percent in 2003/2004
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At the end of the day, we identified four internal communication
practices that could be tomorrow'’s secrets for success.

= Giving managers the information, tools and training to
navigate change: Whether it's adopting lean manufacturing
practices, overseeing a staff reduction or implementing pay and
benefit changes, employees look to their managers for information
and explanations. Arming managers with the tools and information
to be effective communicators and change leaders is essential
if companies want to achieve the desired business results and
synergies quickly. Our study found that high-effectiveness
companies are 14 times as likely as low-effectiveness companies
to help their managers — and, through them, their employees — to
understand, embrace and deal openly with resistance to change.'®

= Giving employees the opportunity to provide input into
decisions that affect them: The study found that high-performing
companies are 10 times as likely as low-performing companies
to give employees a voice." We also found that high-performing
companies are seven times as likely to have a communication
advisory group to pretest communication and help guide strategy
development and implementation.?® This involves creating real-time,
two-way communication channels to gather input — and an
effective method of recording and responding to that input.
Managers play a key role in this process, both in sharing informa-
tion with employees and in eliciting their ideas for improvement.

Promoting a culture that supports information sharing: While
the use of social media in the business setting is still limited, many
companies are revamping their intranets to be more user-friendly
and effective. High-effectiveness companies are eight times as
likely to put practices in place that support the sharing of knowl-
edge across the organization.?! While electronic communication
continues to be the dominant channel for reaching employees
across geographies, the study shows a renewed interest and a
slight increase in face-to-face communication. Organizations will
increasingly look to professional communicators to exploit new
technologies for sharing information and challenge them to find
ways to apply these new employee communication tools to drive
business performance.

'8 58 percent for high-effectiveness companies; 4 percent for low-effectiveness companies
940 percent for high-effectiveness companies; 4 percent for low-effectiveness companies
2017 percent for high-effectiveness companies; 2.4 percent for low-effectiveness companies

21 73 percent for high-effectiveness companies; 9 percent for low-effectiveness companies



= Sharing the voice of the customer:
High-effectiveness companies are five times
as likely as low-effectiveness ones to share
customer feedback with employees.?? As
employees are asked to do more with less,
and speed to market remains a key differen-
tiator for business success, communicating
the needs and views of the customer will
continue to grow in importance. Since 2003,
we have seen the prevalence of this practice
increase almost 10 percentage points. While
70 percent of high-effectiveness companies
have adopted this practice, only one in 10 of

the low-effectiveness companies is making
the link.

Our research continues to show that the
organizations most effective at employee
communication are competent in nine areas.
The Hierarchy of Effective Communication in
Figure 14 organizes these nine best practices
into three tiers: foundational, strategic and
behavioral.

The percentages shown for each practice
and tier represent the contribution to market
value that organizations can expect from

a significant improvement in that area. And
although each area in the hierarchy enhances
communication, it is the integration of all of
these practices that delivers truly effective
communication.

Foundational practices ensure consistent and
efficient communication. Strategic practices
link communication to business objectives,
such as facilitating change, measuring prog-
ress and incorporating messages about the
business strategy. Behavioral practices
engage employees and supervisors/managers
in the behaviors that drive business success.
This tier has consistently had the strongest
correlation to financial performance.

Since the initial survey, the relative contribution
of each best practice to market value has
shifted — some only a little; others, a lot — as
communication practices have evolved and
market conditions have changed. What hasn't
changed is the fact that, overall, effective
communication improves the bottom line.

2270 percent for high-effectiveness companies; 14 percent for low-effectiveness companies



Figure 14 | Nine Best Practices in the Hierarchy of Effective Communication
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Foundational Practices

Practices at the foundation of the hierarchy include following a
formal communication process, engaging in a dialogue with
employees, aligning total rewards and leveraging technology.

While these practices generally don't contribute as much to market

value as practices in the other tiers, they enhance the effect of
strategic and behavioral communication if they are done well.
Effective foundational communication practices are essential to
achieving results as you progress up through the hierarchy.

For 2007/2008, the relative impact of the foundational tier has

dropped a little from prior studies. We believe this shift is a
result of more companies investing in the strategic and behavioral

areas. But it's important to note that high-effectiveness companies

continue to take the time to develop an internal communication
strategy and action plan.

m The employee feedback best practice has a larger relative
impact on market value in this study than it has had in prior
studies. As noted earlier, we found a slight decrease since our
2003/2004 study in the number of companies that are engaging
employees and inviting their input into decisions. Those that
continue to do so have seen a significant impact. We hope that
more companies will recognize the value of employee input and
that this negative trend will revert to a positive one in the future.

Leverages
Technology



Despite the technological advances of Figure 16 shows that high-effectiveness

the last few years, the use of Web companies are leading the way in the
technology for communicating, collaborating technology arena, but they are still in the early
and sharing resources inside organizations stages of adopting leading-edge technologies.

has dropped slightly since our initial study
(Figure 15). Companies are, however, leverag-
ing technology to provide better access to
training, learning and development tools.

Figure 15 | Technology Use Remains Flat Except for Training, Learning and Development Tools
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Figure 16 | High-Effectiveness Companies Are More Likely to Leverage Technology to Improve
Communication
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Strategic Practices

This tier illustrates how effective internal communication facilitates
change, focuses on continuous improvement and connects to the
business strategy. Some of the most dramatic shifts in relative
influence on market value since our prior studies occurred in this tier.
Connecting to the business strategy has more than doubled since
the 2005/2006 study. During this period, however, the contribution
of the strategic tier has dropped from 8 percent to 5.3 percent.

The complexity involved in facilitating change makes it one of the
most difficult areas of communication, so it's no surprise that
organizations that are good at it outperform their peer organizations.
Internal communicators continue to gain ground in this area, as
described earlier in the “Managing Change Effectively” section.

More organizations are measuring performance with an eye
toward improving their communication. Measurement is
described in more detail in the “Measuring the Impact of Employee

Communication” section.

Our research repeatedly shows that effective employee

communication must link to business objectives so that
employees understand the company'’s vision, goals and business
plan, as well as their own role in achieving that strategy. Companies
appear to be focusing more attention on this practice, as described
in the “Engaging Employees in Running the Business” section.

Behavioral Practices

In all three studies, communication that drives behavioral change
has had the strongest correlation to financial performance. In the
recent study, the behavioral tier's contribution to market value
remained constant at 5.9 percent, though the practices within the
tier shifted somewhat. These practices encompass helping mangers
communicate more effectively, and increasing line of sight so

that employees see how their efforts affect company success.
Communication programs that focus on these two areas will
continue to be vital because of the high returns they deliver.

Two of the six secrets of top performers (engaging employees in
running the business and helping managers communicate effectively)
reinforce the value of this tier. It is important to have effective
communication practices in place at the foundational and strategic
levels. However, using communication to help supervisors and
managers engage employees pays significant dividends.




Conclusion

The Communication ROI studies provide current practices within the Hierarchy of
additional evidence to support the important Effective Communication — will help provide
role that effective employee communication a road map to follow in strengthening the
plays in business success. The research can employee communication function in your
help you make a sound business case for own organization.

investing in communication programs and in

designing programs that improve communica- These efforts will require energy and resources.

tion effectiveness.

But the payback — effective communication
that encourages the right behaviors and

Gaining insight into what top-performing promotes business success — makes the

companies are doing — and assessing your investment worthwhile.

Glossary of Terms

Term Definition

Engagement

Leading Indicator
Line of Sight

Market Value

Total Returns to
Shareholders (TRS)

The combination of commitment and line of sight. Watson Wyatt WorkAttitudes
studies show that employee engagement is a leading indicator of financial
performance. Companies that take steps to improve engagement levels can
expect to experience higher subsequent financial returns.

When the change in one variable tends to precede a change in another variable,
the first variable is said to be a leading indicator of the second.

Focus and direction that enable employees to understand what to do to make
their organizations successful

The stock price times the number of shares outstanding, measured at the end of
the fiscal year

The change in a company's share price over a period of time, plus dividends,
expressed as a plus-or-minus percentage of the share’s initial value
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About Watson Wyatt Worldwide

Watson Wyatt is the trusted business partner to the world’s leading

organizations on people and financial issues.

Our client relationships, many spanning decades, define who we
are. They are shaped by a deep understanding of our clients’ needs,
a collaborative working style and a firm-wide commitment

to service excellence.

Our consultants bring fresh thinking to client issues, along with the
experience and research to know what really works. They deliver
practical, evidence-based solutions that are tailored to your organi-
zation's culture and goals.

With 7,000 associates in 31 countries, our global services include:

= Managing the cost and effectiveness of employee benefit programs

= Developing attraction, retention and reward strategies that help
create competitive advantage

= Advising pension plan sponsors and other institutions on optimal
investment strategies

= Providing strategic and financial advice to insurance and financial
services companies

= Delivering related technology, outsourcing and data services

on communication
practices that are linked to improved financial
performance, call Watson Wyatt at
800/388-9868 or visit watsonwyatt.com.
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locations

watsonwyatt.com

ASIA-PACIFIC = Bangkok = Beijing = Bengaluru = Delhi
Guangzhou = Hong Kong = Jakarta = Kolkata = Kuala Lumpur
Manila = Melbourne = Mumbai = Seoul = Shanghai = Shenzhen
Singapore = Sydney = Taipei = Tokyo = Wuhan

EUROPE - Amsterdam = Apeldoorn = Birmingham

Bristol = Brussels = Budapest = Dublin = Diisseldorf
Edinburgh = Eindhoven = Frankfurt = Leeds = Levallois-Perret
Lisbon = London = Madrid = Manchester = Milan = Munich
Nieuwegein = Paris = Purmerend = Ratingen = Redhill
Reigate = Rome = Rotterdam = Stockholm = Vienna = Welwyn
Wiesbaden = Woerden = Ziirich

LATIN AMERICA - Bogotd = Buenos Aires

Mexico City » Montevideo = San Juan = Santiago = S&o Paulo
NORTH AMERICA - Atlanta = Berwyn, Pa. = Boston
Calgary = Charlotte = Chicago = Cincinnati = Cleveland
Columbus = Dallas = Denver = Detroit = Grand Rapids
Honolulu = Houston = Irvine = Kitchener-Waterloo

Los Angeles » Memphis = Miami = Minneapolis = Montréal
New York = Paramus, N.J. = Philadelphia = Phoenix = Portland
Rochelle Park, N.J. = St. Louis = San Diego = San Francisco
Santa Clara = Seattle = Stamford = Tampa = Toronto

Vancouver = Washington, D.C.

FOR MORE INFORMATION
Visit watsonwyatt.com or
call 800/388-9868.
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