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HR Barometer’s Objectives

Address Pan-European Issues on People Management Policies and Practices
Gain Business Insight on HR:
— Business Prospects, Achievement and New Actions Taken To Face Downturn
— Policy Drivers and Priorities
— Impact, Performance, and Gaps
— Needs and Plans for Change

— Views and Practice on EU-Driven Initiatives
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Coverage

70 Organisations completed the survey (December 2009 — 22 January
2010)

— 68% Listed Companies

— Employing > 3.7 million people

— Generating Revenues of 600 bn Euro in 2009
— 61% VPHR and Executive Board Members

— 959% Directly Reporting to CEO

— 66% HRD > 45 years old

— 89% HRD > 15 years professional experience

— 79% Men

European Club Hewitt
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Key Learning

Better but still challenging outlook for 2010

V]

Downturn measures paid off

More balanced HR policy-mix geared towards leadership and talent
Widening HR delivery gap requires urgent and sustainable fixing
Thorough upgrade of HR business expertise and capabilities

High expectations for a new EU results-driven agenda

European Club Hewitt
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Expected Changes in Employment
Moderate Improvement 71%

37%

20%

No change Increase Decrease
= 2009 2010
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37%

Changes in Investment Targets
Timid Relaunch

34%

22%
18%
14% 14%
2% 29, 2%
>20% 16-20% 10-15% 5-9% 1-4% 0% Investment will
decrease

W Target 2009 1 Target 2010
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Expected Impact of the Slowdown 2009 — 2010
Negative Impact Persists, but Less Pronounced

0% 20% 40% 60% 80% 100%

2009
2010

Impact on business results

Impact on HR programmes 2009

2010
Impact on you 2009
(standard of living)

2010

m Significant B Moderate No impact
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© Hewitt — EChr — 5th European HR Barometer, 2010 ! fOLgMR" reésources CWIk



Impact of Measures Undertaken in 2009
Often Successful

We reached >50% of the
o 62%
target objectives
We reached all target
objectives 27%
We have not measured yet
7%

We reached <50% of he
target objectives 3%
We reached only few target 19

objectives
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Tension Between Personal Values and Daily Practices
Values and Practices Often Re-alighed

Yes often 7%

No, don’t see any major
tension
No, don’t see any tension at all . 10%

European Club Hewitt
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Key Learning From the Downturn
An Opportunity Rather Than a Threat for HR

HR was considered by the
board as a strategic partner

HR was not able to influence
the business agenda

Fair treatment of employees
has been always ensured

Communication to employees
on the impact of the crisis to
be improved

Long term business goals
were not undermined

An opportunity to show HR
added value

24%

58%

10
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New Measures Planned for 2010
Fit for Growth

Identify and implement productivity improvements

Opportunistic hiring of top talent

Overall headcount will decrease

Targeted leadership capability building

Review compensation and benefit programmes for managers

Freezing hiring

Development of more leaders who better understand risk for the future
Explore new opportunities for mergers and acquisitions

Change long term incentives practices

Temporary reduction of activities in line with decreasing market demand
Greater use of temporary work contracts

Review compensation and benefit programmes for board members
Reduced use of temporary work contacts

Externalisation of non-core transactional supporting services

Reduction of vocational training budget

Reduction of investment in new markets
Working time reduction

New HR programmes frozen

Reduction of investment in new products and services

Close occupational pensions plans to new hires
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52%
51%
49%
45%
38%
34%
32%
27%
27%
25%
24%
23%
21%
21%
17%
17%
14%
8%
6%

v
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Most and Least Impacted Areas (2010 — 2012)
Changing HR ‘Acquis’

-50% -40% -30% -20% -10% 0% 10% 20% 30% 40% 50%

HR developing new business competencies 27%
The way HR function measures its added value 25%
HR Processes 25%
HR Organisational structure 21%
HR mission 20%
HR delivered across rather than by single activity 18%
HR Headcount reduced 7%
Professional profile of younger HR generation 13%
Few HR activities transferred from HR to operations 12%
New domains of responsibility transferred to HR Y%
Outsourcing of HR activities 6%
HR Headcount increase %
¥ Least impacted Most impacted
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Top HR Priorities for 2010-2012
Leadership, Engagement and Talent Management

0% 20% 40% 60% 80% 100%

Building a pipeline of leaders for the future 46%

Improve employee engagement and satisfaction 39%

32%

Improve talent retention at every level of the organisation

27%

Improve the assessment of w hat HR does and how it adds value to the business

Implement an integrated HR IT system through out the organization 18%

Better measuring and rew arding employee performance 17%

Transform HR to overcome its fragmented organization by activity 14%

Reduce labour cost 14%

_‘
w
X

Change the w ay HR delivers its services

Get a coherent global HR policy framew ork 13%

Set up a w ork force planning model that anticipate business needs 11%

_\
3
X

Support innovation in the w ay people interact across the orgnsaisation

European Club
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Top HR Needs
Earlier In and Better Off

0% 20% 40% 60%
R tratenie doeon I
of HR in strategic decision
Improve the execution of its o
o
actvities
Gain business reited experie N 25%
Board empow erment [ 25%
Attract new talents within HR [ 23%
Integrated R reiated T system [N 23%
Develop new indicators of _ %
performance
(Get more financial resources _ 18%
Lines of business credibility [ 18%

A more centralized HR structure _

15%

HR-specific expertise [ 15%

CEO direction [ 14%
A more-decentralised HR a
stmmre - 10}{:
European Club .
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Best Performing HR Specific Activities (>50% of Respondents Below Target)

0% 20% 40% ED% 0% 100%

Transparency of C&B practices . 8% 38%

3

Management of risks in pension plans o o

[}
B
B
&

i
#

Industrial relations

49% 38%

Performance evaluation and rewarding

Corporate governance
Review & implement non-discriminatory practices

Health and safety at work

&
&

55% 2

i3
®

Executive remuneration

£
#
‘

Corporate Social Responsibility -

Employee data privacy [ s sso 7%

Overall HR strategy = 65% 1%

Overall HR execution . s1% 4s%
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Least Performing HR Specific Activities (>50% of Respondents Below Target)

0% 20% 40% 60% 80% 100%
HR consistency % 2%
Organisational effectiveness &% %
Management of competences %! ai%
Management of talents 8% &0
HR due diligence/ M&A integration . me%m %
Managing generational diversity % 2
Managing change . s 3%
Anticipate business needs s .
Anticipate employee expectations % s
Anticipate demographic changes % £
Employee communication %
Leadership development me%m %

Work life balance g 2% 51%

People diversity pn a7 45%

People empowerment g% a1% 58%

European Club

HR metrics g % 54%

m Excellent 11 On target m To be improved m Poor
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Most Used HR Metrics
More People Oriented, But Not Yet Always Right

0% 20% 40% 60%
Measuring the rate of engagement of enployess _ 48%
Days of fraining delvered per employee _ 42%
Through internal “chent” satisfaction survey _ IT%
Sl looking for relevant guantitative metrics _ 35%
Through people-related indicators decided jointly by HR and business operations _ 7%
Cost of hiring [T 24

Diversity of the work force - 21%
Diversity of management - 20%

We do not measure it for lack of resources - 18%

Talent atiraction scorelrate - 18%

Lsing same standards in place for all business services - 15%

European Club
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Expected Changes in HR Competencies and Capabilities (by 2012)
Managing ...Change

0% 20% 40% 60% 80% 100%
HR Strategic Advice to Management [S405 e 42%

HR Efficiency (Operations/Processes) [Iss% e 28%

Functional HR Expertise Leadership and Talent Development 67y 28%
Functional HR Expertise Compensation & Benefits [IIN21% 0 34%
Functional HR Expertise Change Management a2 23%

m Change Most Same m Change Less

European Club
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HR Level of Co-operation and Partnership
Key Connections Still Missed

Chief HR Officer and CEQ 250
HR an Legal Counsel 18%
Within HR among different HR activities 18%
HR and Finance ) 17%
HR and Lines of Business 16%
HR with external consultants 15%
HR with employees’ representatives 149
HR and PR 11%
HR and IT 11%
HR with professional associations 11%
Within HR, between corporate HR ans HR in subsidiaries 10%
HR with puklic administrations 9%
HR with universities and business schools [+
HR and Marketing 8%
HR and Investors Relations To%

YeryHigh (Rank 1 +Rank 2) M%ery Poor (Rank 4 +Rank 5)

European Club
19 forhliman resources
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How HR is Perceived Within the Organisation
High Self Representation

0% 20% 40% 60% 80% 100%

Other members of the board - 55% 35%

Other executives . 56% 30%

OI

Lines of business Managers . 54% 34%

Employees l 44% 38%

m Very High High m Average H Low 1 Very Low

European Club
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Most Trusted People and Organizations

Those Closer to HR

0%

Your peers w ithin the
organization

Your CEQ

The employees of your
organization

Business leaders in

20% 40% 60% &0%

100%

TE%

B5%

52%

21%

general

Mon governmental
crganizations (NGOs)

17%

European Union
institutions

11%

United MNations 11%

Y our ow n government - 5%

Busmess analysts
outside your company . 4%

Trade Unions I 1%

The politician you voted I
for in last election

European Club
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Wishes for Change
HR Loyal and Well Engaged

0% 20% 40% 60% 80% 100%
Change company _ a7%
Change role (no more in HR) - 92%

e e e 23%
and employer

M Yes Mo

European Club
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Perceived Impact of EU Activities
Still Positive but Declining

0% 20% 40% 60% 80% 100%
on your company S % 34%
on your country |G s
On you and your reiaives [ S2o s 42%
m Positive effect No effect m Negative effect

European Club
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Top Priorities for EU Institutions
Innovation, Simplification, Skills and Mobility

0% 20% 40% 60% 80% 100%

Launch a European growth plan fostering education innovation and 66%

research

Recast and modernise European labour laws into a consolidated and
simplified EU labour code

56%

New major initiative promoting the acquisition of new skills and work
force mobility to reduce unemployment

48%

42%

Support a truly competitive better connected and greener economy

Ensure the effective implementation of the EU “single
market” freedoms

34%

Establish pan-European financial supervisory mechanism and

0,
principles 28%

Hewitt

Others 3%
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In Summary
Key Areas of Action for HR

Recognised Underestimated

Implement a more balanced New business context
and dynamic policy mix
geared towards HC

development Emerging work-force
paradigms
Deploy a total-quality _
evidence based framework Broader partnership outlook
for improving operational
performance

Upgrade HR business
expertise and capabilities

European Club
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Participant Companies*

AB InBev Irish Life & Permanent plc
ABDI IBRAHIM Pharmaceutical La Poste (FR)
Assicurazioni Generali Legrand
Axpo Holding AG (for Axpo Konzern) Magyar Telekom Group
Barry-Callebaut AG Manor AG
Belgacom MasterCard
Borealis AG Maxeda
Ceska Sporitelna Mediobanca-banca di credito finanziario
Chantelle Pentair International
Chemetall GmbH Raiffeisen International
Eden Springs Rexel
Finansbank S&B Industrial Minerals SA
Gemalto Staples
Groupe Danone - Baby Nutrition Division Stork B.V.
Heidelberg Cement AG Swisscom
Hewitt Associates Umicore

Veolia

*Excluding participants that didn’t wish to disclose their name

nean Club
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For further information on the HR Barometer

Leonardo Sforza,

Head Research Europe and EU Affairs, Hewitt Associates
Chair, Scientific Committee EChr
leonardo.sforza@hewitt.com

Tel +32 2 743 8611

www.hewitt.com

For further information on the European Club for HR (EChr)
Mathilde Serrault, EChr Secretariat

echr@euralia.eu
Tel. +32 2 506 88 24
www.europeanclub-hr.eu
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