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Introduction

Pearl Meyer

This brief survey was conducted online in November 2019 in order to gather
data and insight for the Pearl Meyer/WomenCorporateDirectors’ Thought
Leadership Commission Report Work Has Changed: How Boards Navigate
Disruption and Drive Human Capital Transformation.

We received 211 complete surveys from board directors and members of
senior management. They provided information on changes taking place in
the workforce at their organizations, the level of engagement, and the impact
of technology and flexibility. W e also asked about leadership development
and succession planning and how involved boards are becoming in the active
management of human capital.

The results show that the broad workforce is an area no longer “off limits” to
board oversight, and in fact, many directors and management teams view the
board’s involvement as critical to the ongoing success of the enterprise.
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Key Highlights

Pearl Meyer

= Almostall respondents (86%) view workforce disruption as a potential risk to

their organization.

= Almostthree-quarters (71%) of organizations have difficulty hiring the right

skillsets for their business.

Boards have multiple reasons for getting more involved in human capital
management, but overwhelmingly the primary objectives are to mitigate business
risks (82%) and ensure there is the right talent available to execute the business
strategy (80%).

A third of boards are reviewing trends and issues related to the workforce at least
once a year, and 27% are having these discussions at every board meeting.

Understanding employee engagement may be an area for improvement. It is
perhaps telling that the most common way organizations track employee
engagementis through exit interviews (63%).

Overwhelmingly, more than 90% of respondents view compensation and benefits
programs as an effective way to manage workforce change.

More emphasis on CEO succession may also be warranted. Sixty-three percent
of respondents say their board does not have a named successorto the CEO
and for those boards with a CEO succession plan, just half (49%) assess that
plan’s viability once a yeatr.
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Workforce Management and
Change
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Business Model/Market and Workforce Disruption

When it comes to “being Amazoned,” almost all survey respondents (92%)
recognize some or even significant risk of disruption to their organization’s
business model and/or market. Similarly — and surprisingly — almost all (86%)
also see the potential for workforce disruption to impact the organization.

How do you view business model/market and
workforce disruption?

70%

61%
0,
60% 58%
50%
40% 34%
30% 25%
0,
20% 12%
0 6%
10% 2% 2%
0% - —— —
Itis a significant risk It presents some risk It is not a risk for our Unsure
to our organization  to our organization organization at this

time

m Business Model/Market Disruption m \Workforce Disruption
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Significant Workforce Changes

There is a wide variety of workforce changes taking place. Many are
experiencing the disruption of high turnover, contract workers, and the
displacement of workers by automation and digitization.

Significantly more are managing demands for flexibility and the overall
difficulty in hiring, while almost three-quarters of respondents (71%) are
having difficulty finding the specific skillsets needed for their business.

What, if any, significant workforce changes are taking place in your organization?

High turnover among broad workforce NN 15°0
High turnover among senior management [N 11%
Prevalence of contract workers NN 16%0
Automation has displaced a portion of our workforce [N 150
Digitization has displaced a portion of our workforce | 1°%
Workforce flexibility IR /300
Difficulty in hiring overall | 3070
Difficulty in hiring specific skillsets I . 1%
Other NN /%

0% 10% 20% 30% 40% 50% 60% 70% 80%
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The Board’s Involvement in Human Capital Management

Boards have multiple reasons for getting more involved in human capital
management, but overwhelmingly the primary objectives are to mitigate
business risks (82%) and ensure there is the right talent available to execute
the business strategy (80%).

Perhaps in line with the growing ESG movement, more than a quarter of
respondents (27%) view the board’s more active interest in the management
of the workforce as a philosophical or moral imperative.

Important reasons boards could or should become more involved in human
capital management

Attract/appease current and potential employees I °°)
Attract/appease current and potential customers I 13%
Mitigate risks to the business I G200
Ensure appropriate talent to deliver on the business strategy I C0%0
Proactive self-regulation I 720
External optics I 5%
It is a philosophical and/or moral imperative I /0
Other HH 4%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%
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Public Disclosure of Human Capital Management Issues

Twenty-seven percent of respondents noted “proactive self-regulation” as a
reason for boards to get involved in human capital management (see previous
slide), perhaps sensing formal regulation and/or disclosure requirements on the
horizon. When it comes to which human capital management issues should be
publicly disclosed, current workforce diversity (46%) and overwhelmingly, the
organization’s mission, vision, and purpose (82%) are viewed as the top
themes.

Which human capital management issues should be publicly disclosed?

Attraction and retention strategies I 1%,
Current workforce diversity I /60
Future goals for workforce diversity I 0/
Current gender pay gap I 3700
Future goals to close the gender pay gap I (/)
Training and development opportunities (broad-based) I /)
Leadership development opportunities/programs I 300
Succession planning I 050
The organization's mission, vision, and purpose I S0
Other I 6%
0% 10% 20% 30% 40% 50% 60% 70% 80% 90%
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Frequency of Workforce Trends and Issues Review

Pearl Meyer

A third of boards are reviewing trends and issues related to the workforce at
least once a year, and 27% are having these discussions at every board
meeting. Just 4% of those surveyed do not view workforce concerns as a
board issue.

Does your board discuss/explore issues
related to workforce issues/trends?

Yes, at every meeting | -
Yes, at least once a year [IIIIEEEEIEGEGEGGEGGG 200

Yes, on an ad hoc basis I %

No, but we will if a need or issue is
’ 0,
presented I 7

No, we do not \i/sl,;v:/ethls as a board 2

0% 5% 10% 15% 20% 25% 30% 35%
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Board Oversight of Workforce Issues

As workforce-related discussions are taking place among directors, the full
board (66%) is largely tasked with oversight. At the committee level, it is the
compensation committee that is most often tasked with this responsibility
(48%), with the nominating/governance committee trailing in second at 18%.

Oversight of Workforce Issues

Full board I G600
Nominating/governance committee | NI 15%
Compensation committee NN /500
Audit committee [l 5%
Special committee M 9%
This is not a board matter Il 7%
Other committee [l 5%

0% 10% 20% 30% 40% 50% 60% 70%
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Engagement
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Understanding Employee Engagement

It is perhaps telling that the most common way organizations track employee
engagement is through exit interviews (63%). Annual performance reviews,
annual opinion surveys, and town hall meetings are more formal methods
used by about half of the respondents’ organizations but may not facilitate real
dialog. Less common but potentially more open forums, like focus groups and
360 reviews, may provide senior management and the board with more useful
information about employees’ views.

How does your organization monitor/track/understand employee
engagement?

Annual employee opinion surveys I 55
Ad hoc employee opinion surveys I 310/
Annual employee focus groups I 9%
Ad hoc employee focus groups I 2020
Annual employee performance reviews I 530
Exit interviews I (300
360 reviews I 390
Monitor social media (Glassdoor, LinkedIn, etc.) I S 330/
Town hall meetings I /50
Other 8 11%

0% 10% 20% 30% 40% 50% 60% 70%
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Addressing Generational Differences Through Compensation
and Benefits

Pearl Meyer

About half of the organizations surveyed do not have customized
compensation and/or benefits programs designed to appeal to different
generations, although 20% of respondents report they are unsure whether or
not these unique programs exist.

When utilized, customization is slightly more common when applied to both
the executive and broad-based levels, rather than just one or the other.

Do compensation programs (defined as salary, annual bonus,
and/or long-term incentives) or benefits programs address
generational differences in your organization?

Yes, at the executive level lzg,/g/o

14%
Yes, at the broad-based level m% 0

Yes, at both the executive and broad-based levels -12% 17%

47%
No 55%

20%

Unsure 50%

0% 10% 20% 30% 40% 50% 60%

m Benefits ®Compensation
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Managing Workforce Change with Compensation and Benefits

Pearl Meyer

Overwhelmingly, respondents view compensation and benefits programs as
an effective way to manage workforce change.

Do compensation and benefits programs aid
an organization in managing workforce

changes?
100% 90%  91%
80%
60%
40%
20%
’ 1% 1% 9% 8%
0% — I e
Yes No Unsure

® Compensation ®Benefits
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Succession Planning and
Leadership
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Boards’ Management of CEO Succession Planning

Sixty-three percent of respondents say their board does not have a named
successor to the CEO.

For those boards with a CEO succession plan, just half (49%) assess that
plan’s viability once a year.

Does your board have a How often does your board assess the viability of the
named successor to the CEO? CEO succession plan?

Every board meeting I 6%
Once per year I £9%0

= Yes Upon a C-suite departure I 5%
= No Sporadically I 14%
= Unsure

We don't regularly assess the current plan I 5%
We have an emergency plan only I 5%

Other I 13%

0% 10% 20% 30% 40% 50% 60%
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Deep-Bench Succession Plans

Pearl Meyer

A quarter of boards are thinking long-term about succession planning and
leadership development by looking at two or more levels below the CEO.
Thirty-five percent are going beyond just the top five to include all of the
CEO’s direct reports.

How deep in the organization does your board go
when making succession plans?

CEO only I 15%
Top five named executive officers I 11%
CEO and direct reports I 250
Direct reports to the CEO's direct reports I 0%
Three or more levels below the CEO I 5%

Other I 11%

0% 5% 10% 15% 20% 25% 30% 35% 40%
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Desired Traits of the CEO and Senior Management

The ability to execute on strategy is overwhelmingly the most favorable
attribute among prospective CEOs and senior executives (59%), while just
over a quarter emphasize the ability to strategize (27%).

Emotional intelligence, ability to shift culture, and a focus on the workforce are
extremely low on the list of desirable attributes.

What attributes does your company weigh when considering
future CEOs and other senior executive talent?

Drive for innovation m—_ —————————— 159
Financial acumen - ————— 1%,
Operational excellence T ——— 310
INAUSTry exXperience N /|3 /)
Customer-centricity —n————— 120,
Workforce-centricity 7,
Emotional intelligence m—— 12
Communication skills ~ m—— ————— 15
Ability to strategize — ———— [/
Ability to execute 0N Strateg)  — N 500/
Ability to change culture =—m 10%
Ability to impact shareholder value S ——————————— 32/
Other = 5%

0% 10% 20% 30% 40% 50% 60% 70%
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Leadership: Stakeholder Impact versus Shareholder Value

Almost two-thirds (64%) of respondents indicate their organization’s board is
at least encouraging the management team to look beyond just shareholder
value and consider the wider stakeholder impact.

Is your board driving the leadership team to
look broader at stakeholder impact versus
focusing on shareholder value?

= Yes
= Yes, but shareholder value
remains the primary objective

= NOo

= Unsure
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Supporting High-Potential Talent

Almost two-thirds (64%) of organizations have processes in place to support
high-potential talent. A majority (79%) focus on delivering extra training and
development opportunities and an executive mentor (60%). Many (48%) offer
rotational assignments to expand experience and almost a quarter (27%) offer
a different compensation structure.

Does your company have a process in How does your company
place for supporting high potentials? recognize/support high potentials?

Different pay structure | 27%

Different rotational assignments | NN 25

= Yes
Additional/specific training and I o
\ development 0
= No
Executive mentors | NNNEGEEEEE 500
= Unsure

Other Il 7%

0% 20% 40% 60% 80% 100%
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Flexibility and Technology
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Workplace Flexibility

Just 20% of responding organizations either discourage or don’t allow
workplace flexibility, while a quarter actually encourage employees to
telecommute and/or flexibly manage their workplace and schedules.

How does your organization view workplace flexibility?

We encourage flexible
workplaces/schedules/telecommuting

Each manager makes the decision for their
team

It is generally accepted, but there is no
formal policy

It is generally discouraged NN 1>

I 0500
I 2390

I, 3200

We do not allowit [l 3%

It's not appropriate in our industry [ 5%

0% 5% 10% 15% 20% 25% 30% 35%
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The Technology Impact

Whileincreased productivity is a clear benefit of technological advances for
64% of responding organizations, that benefit is countered by a decrease in
the overall workforce for 17% of respondents. Many organizations are,

however, identifying other needed roles (43%) and embarking on retraining
programs (33%).

What impact has technology (e.g., digitization, robotics,
artificial intelligence, etc.) had on your workforce?

Has resulted in a decrease in the workforce I 17%
Has allowed us to increase hiring M 6%
Has increased productivity N G400
Has necessitated retraining programs I 3300
Has allowed us to identify other roles needed in ey
our organization P
Other I 9%

0% 10% 20% 30% 40% 50% 60% 70%
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Survey Demographics
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Demographics

Pearl Meyer

Respondent Role

= Director = Employee (including CEO) = Other

Organizational Ownership

= Public = Private, for profit = Private, not for profit
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Demographics
Industry Revenue Range/Asset Size
Business Services m———m 0 $30B or greater I /%
Consumer m— 70
Energy ] 5% $ZOB '[0 IeSS than $3OB - l%
Financial s D70/ $10B to less than $20B EEEE——— 20,
Healthcare m——— G0/
Industrial =— —— 70/ $3Bto less than $10B IIEEEEGEGGNGGNGNGNGGEGN 50
Materials mmm 204 $1Bto less than $3B I 50,
Real Estate mmm 20,
|
Technology e—— 110 $300M to less than $1B 24%
Transportation m 1% $100M to less than $300M GG 10%0
Utilities mmm 204 0
I
Other n— — ————— | 70/ Under $100M 2304

Pearl Meyer

0% 5% 10% 15% 20% 25% 30% 0% 5% 10% 15% 20% 25%

Geography

= US only

= Global, less than 50% of revenue
generated outside the US

= Global, more than 50% of revenue
generated outside the US
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About Pearl Meyer
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Pearl Meyer is the leading advisor to boards and senior management on the
alignment of executive compensation with business and leadership strategy,
making pay programs a powerful catalyst for value creation and competitive
advantage. Pearl Meyer’s global clients stand at the forefront of their
industries and range from emerging high-growth, not-for-profit, and private
companies to the Fortune 500 and FTSE 350. The firm has offices in Atlanta,
Baltimore, Boston, Charlotte, Chicago, Houston, London, Los Angeles, New
York, Raleigh, and San Jose.

Pearl Meyer On Point: Workforce Disruption

28



©2020 Pearl Meyer & Partners, LLC. All Rights Reserved.

Pearl Meyer

ATLANTA
(770) 261-4080
atlanta@pearlmeyer.com

BALTIMORE
(410) 494-4100
baltimore@pearlmeyer.com

BOSTON
(508) 460-9600
boston@pearlmeyer.com

CHARLOTTE
(704) 844-6626
charlotte@pearimeyer.com

CHICAGO
(312) 242-3050
chicago@pearlmeyer.com

HOUSTON
(713) 568-2200
houston@pearimeyer.com

LONDON
+44 (0)20 3384 6711
london@pearimeyer.com

LOS ANGELES
(213) 438-6500
losangeles@pearlmeyer.com

NEW YORK
(212) 644-2300
newyork@pearimeyer.com

RALEIGH
(919) 644-6962
raleigh@pearlmeyer.com

SAN JOSE
(669) 800-5074
sanjose@pearlmeyer.com

For more information on Pearl Meyer,
visit us at www.pearlmeyer.com or
contact us at (212) 644-2300.
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