





working nation

Introduction by Gerard Burke

Director, Business Growth and Development Programme
Cranfield School of Management

Growing businesses are at the heart of the UK economy. These are not just the
high-profile entrepreneurs smiling from the covers of business glossies, nor the
huge blue-chip companies dominating the pink pages, but rather the unsung
heroes whose sustained business success stories are responsible for driving the
future of the UK economy.

With other fast-growing economies hot on the heels of the UK, it’s never been
more important for our businesses to grow, prosper and succeed.

My own work with owner-managers from hundreds of successful growing
businesses has taught me that important conclusions can be drawn both from
businesses that succeed and from those that fail. This report provides a valuable
insight into the shared characteristics of successful businesses.

Some findings from the research — for example, that successful businesses are
leaders not followers, have a clear single identity and are long-term strategists —
are widely recognized as the cornerstones of growing businesses. But this is not
to say that they are always implemented effectively.

Other findings may be of particular interest to smaller businesses: for example,
that being a risk-taking, innovative early adopter gives them a competitive
advantage, especially as they can be more flexible, nimble and open to change.

The report also contains some surprises. Diversification is not always a trait
associated with business success stories, and definitely goes against the grain of
the business mantra ‘sticking to the knitting’. Could businesses benefit by deviating
away from their comfort zones? However, as an unexpected finding, perhaps this is
one that should be explored by growing businesses with caution?

In my experience, running a business can be a lonely place, especially for
owner-managers. My sincere hope is that this report provides some recognition of
the vital contribution these extraordinary individuals make to the UK economy and
to the well-being of their staff — and, by doing so, can help sustain the passion that
is vital to their continued success.

Cranfield’s Business Growth and Development Programme is the UK's most successful and fongest running programme for ambitious
owner-managers. Since its inception in 1988, the programme has helped nearly 1,000 owner-managers achieve their business and
personal ambitions.
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foreword

by Kyle Whitehill

Director, Enterprise Business Unit, Vodafone UK

¥ |

Welcome to the latest report in the second Vodafone
UK-commissioned Working Nation series, which
examines attitudes in the UK workplace. The subject of
this study is organizational leadership — and specifically
which commercial behaviours make for a successful
business, not only in terms of financial growth but also
in terms of areas including employee satisfaction and
retention. The report examines the influence on
business success of factors such as product quality,
customer service, innovation and diversification.

The aim of the study is to identify and analyse the
organizational leadership structures and characteristics
of the UK’s most successful businesses — the ‘DNA’ of
business success if you like. It provides a 360-degree
view of the workplace to establish which business
behaviours are most important to employees, and
explores any disconnects between employers and
employees.




The findings not only present a striking portrait of

the businesses that are best equipped to succeed

in today’s highly competitive market, they also offer

a template for success that businesses can use as

a ‘health check’ to help them better engage with their
workforces and deliver strong performance.

Vodafone UK is itself engaged in a transition from
being a mobile network operator to becoming a full
information and communication technology (ICT)
provider that serves the total communications needs
of its customers. As part of this process we are
committed to researching and understanding the
requirements and organizational make-up of the
successful businesses of tomorrow, and how those
requirements will be supported by integrated and,
ultimately, unified communications in the future.

Our research findings suggest that it is often SMEs
that display the most successful leadership traits.

Bill Gates has been quoted as saying that

“The twenty-first century is the century of the small and
medium-sized enterprise”. So what does this mean for
large corporates? Other commentators, including
professor Richard Scase, have suggested!™ that large
companies may have to restructure and continually
reinvent themselves on the basis of constellations of
SMEs in order to remain competitive.




| find this particularly interesting: | believe it is vital that
larger businesses like Vodafone work hard at retaining
these kinds of entrepreneurial values as they grow, and
| am passionate about retaining this spirit in my own
organization.

| believe this examination of the issue of successful
corporate culture will make a valuable contribution
to Vodafone UK’s and our customers’ ongoing
organizational development.
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executive insights

The ‘personality’ of a business is often
said to be set by its leader, and there are
many well known UK companies whose
success is attributed to the strong
personalities of their chief executives.

But a successful business relies on certain
attributes and behaviours to be prevalent
throughout the organization, not just at
the top.

What kinds of companies are most
successful? What are their key attributes?
How do they behave? Which organizational
leadership traits contribute most to
business success?

This latest report in Vodafone UK’s second
Working Nation series looks at what
makes for a successful business, based
on the views of UK business leaders and
employees.

The study reveals that the most successful
businesses — those with the best financial
growth and highest employee satisfaction
levels — shared some vital characteristics.
From this we have been able to build up
a picture of the business success
‘genome’. The seven common traits of
successful businesses are that they are:
leaders, not followers; risk-taking, not
cautious; innovative; diversified; have

a clear single identity; they are early
adopters; and they are long-term
strategists.
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The survey found the strongest exponents
of these traits to be post start-ups that
have been trading for four to five years,
with between 10 and 50 employees and
young senior management (below the

age of 50). Among 4-5 year-old SMEs,
three-quarters (74 per cent) say they are
innovative, and over half (55 per cent) say
they are risk-taking and early adopters.

These companies are also the fastest
growing (one-quarter saw year-on-year
profit growth of 20 per cent or more), with
the lowest levels of staff churn (59 per
cent had staff turnover of less than five
per cent in the past year) and the highest
levels of staff satisfaction. Around the UK,
the most successful businesses are found
in Edinburgh (where 76 per cent saw
financial growth year on year), Liverpool
(69 per cent), Newcastle (68 per cent)
Bristol (65 per cent), Brighton (61 per cent)
and Cardiff (56 per cent).

The study found a firm link between
business and personal success levels:
satisfied employees are twice as likely
to be working in growing businesses.
In turn, these growing businesses have
the highest staff retention levels —
experiencing just five per cent staff
turnover, compared with 11 per cent
among declining businesses.

Across the UK, the two strongest traits

of a successful business were found to
be product quality and customer/client
service — more than four-fifths of
employees rated their business as
competitive or leading in these two areas.
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This opinion is backed by employers’ view
that the single biggest organizational shift
in UK business over the past five years
has been towards enhanced customer
service — some 60 per cent of employers
say there has been a marked shift in this
area, ahead of any other organizational
change. Among failing businesses,
customer service is cited as the area

most in need of improvement.

The three most commonly cited
underperforming functions within UK
business are: Human Resources (HR),

in which just 26 per cent of employees
rate their organization as market-leading
(compared with 49 per cent who say they
lead the field in client service); Information
Technology (IT), in which 27 per cent say
they led the field; and Research and
Development (R&D), in which 30 per cent
say they are market-leading.

There is one slight area of concern for UK
employers, however. While managers at all
levels say their highest priority is attracting
and retaining the best people, their
employees say that they are performing
poorly in areas that are a much higher
priority for them, including ethical and
social responsibility and work-life balance.




Initial remarks

Business success can be attributed to
many factors: the basics are to offer the
right product or service to the market at
the right time. But the true business
leaders — those who consistently stand
out above ostensibly very similar-looking
competitors — have something more in
their ‘genetic make-up’.

In their book, Built to Last: Successful
Habits of Visionary Companies?, authors
Jim Collins and Jerry Porras from Stanford
University’s Graduate School of Business,
analysed the key ingredients of market-
leading success that withstands the tests
of time and changing fashions. They
exposed as a myth the presumption that
visionary companies must start with a
great product and be led by a charismatic
leader. Instead, they found that many
leading businesses are characterized by

a strong core identity and the active
engagement and commitment of
employees to the company. These
companies provide an environment in
which its people are both keen to see the
company succeed and unafraid to try new
approaches.
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A March 2007 Management Tools &
Trends® study from management
consulting firm Bain & Company backs
this view: its survey of 1,200 international
executives found that nine out of ten
believe that corporate culture is as
important as strategy for business
success.

Likewise, an earlier report from the
Chartered Institute of Personnel and
Development (CIPD), Vision and values:
organizational culture and values as a
source of competitive advantage
(published in November 2004)“, found that
employee attitudes, the culture of an
organization and HR practices are more
important as predictors of business
performance than traditional measures
such as R&D and technology. It also found
that employees are much more likely to
identify with an organization’s values when
they are reflected in everyday activities —
‘walking the talk’ in other words.

Employee engagement is widely regarded
as crucial to business success: for many;,
it has become the best competitive
advantage a company can have.

One problem with employee engagement
is its definition. In 2006, US non-profit
business membership and research
organization, The Conference Board,
published a report — Employee
Engagement, A Review of Current
Research and Its Implications® — which
aimed to get to the heart of what
employee engagement really means by
analysing twelve major studies on the
topic. It produced a blended definition and
the key themes that were common to all
the studies.
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The definition of employee engagement
that The Conference Board came up with
was ‘a 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’. The key drivers for employee
engagement were found to be ‘trust and
integrity’, ‘nature of the job’, ‘linkage
between employee performance and
company performance’, ‘career growth
opportunities’, ‘pride in the company’,
‘co-workers/team members’, ‘employee
development’ and, above all, ‘relationship
to manager’.

These factors chime very closely with the
findings of the previous Working Nation
‘Loyalty at work™ report, which also found
that factors like trust, improving pay and
conditions, a well-communicated
company direction and culture, staff social
events and flexible working were the key
ways to build employee loyalty.

In practice, having a well-defined
corporate culture means everyone has a
strong and tangible sense of ‘the way we
do things around here’, which they
support wholeheartedly. Individuals are
engaged, empowered and confident
enough to run with new ideas and
innovations. They can adopt the mind-set
of owner-managers.

Uncovering the cultural and behavioural
‘DNA’ of successful businesses is the goal
of this report.




defining success

Business success is often defined in
purely financial terms — and ultimately this
is the most obvious measure. But people
regard themselves as successful in other,
‘softer’ ways too: feeling personally
fulfilled; contributing to a positive shared
culture; making a positive difference to the
world. These are the kinds of factors that
keep people engaged and loyal to the
organization they work for.

For the purposes of this report, we
identified successful businesses as those
that achieved significantly above average
(20 per cent, or higher) year-on-year profit
growth over the previous twelve months,
and that had significantly below average
annual staff turnover rates (five per cent,
or lower).

For employees, we also took personal
satisfaction into account when rating the
success of the company they work for. An
employee with a high personal satisfaction
score in a growing business with above
average staff retention rates was defined
as working for a successful organization.

Similarly, for entrepreneurs, we took higher
than average personal satisfaction levels
and profit growth to be indicators of a
successful business.

What characteristics and behaviours do
these successful businesses share?

SENIOR MANAGER, LARGE CORPORATE, LONDON
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leadership traits

By asking all respondents to identify the
key behaviours of their business — and
correlate these with their recent business
performance — Vodafone’s Working Nation
study was able to identify the traits that
are most likely to engender business
success. The most successful businesses
were identified as:

B |eaders, not followers — more than
three-quarters of growing businesses
see themselves as leaders, compared
with 68 per cent of businesses overall

B risk-taking, not cautious — while one-
quarter of all employees say their
business takes risks, this figure rises to
nearly one-third among profitable
businesses

B jnnovative — among growing
businesses, 68 per cent of employees
perceive their organization to be
innovative, compared with an average
of 60 per cent

B diversified — while only just over half
(51 per cent) of UK businesses see
themselves as diversifying, this rises to
60 per cent among growing businesses

B having a clear single identity — two-
thirds of businesses that are
experiencing growth say they have a
clear single identity

B early adopters — over half (53 per cent)
of growing businesses are early
adopters of new technologies

B Jong-term strategists — 70 per cent of
businesses that recorded a profit in the
past 12 months class themselves as
long-term strategists.
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The strongest exponents of these seven
‘success traits’ are SMEs. In particular, it is
the ‘post start-ups’ that have been trading
for four to five years, and have 10-50
employees that are most likely to display
these corporate personality traits. It is also
SMEs that show the fastest growth, the
lowest employee turnover and the highest
levels of employee satisfaction.

Entrepreneurs surveyed among one-man
bands (OMBs) and small office/lhome
office (SOHO) businesses also exhibit
these traits to a large extent, although
are less likely than SMEs to focus on
diversification and long-term strategy

as routes to success.

BUSINESS PRIORITIES

Among SME leaders, strong workforce
engagement is perceived to be the single
most important attribute of a successful
organization (55 per cent put this as the
top response), as shown in Figure 1.
However the emphasis on agility and
stealth is clear amongst SMEs - the
second, third and fourth most important
attributes are all centred around the ability
to remain one step ahead of the
competition and move quickly as a
business.

1 SME success factors*

workforce
engagement

aptitude for speed
and change

identify/harness
new opportunities

innovation as
a culture

communication of
core values

| | | | | J
0 10 20 30 40 50 60

proportion of successful businesses who described themselves
as market leading in a particular function
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2 large corporate success factors

workforce
engagement =

aptitude for speed
and change

communication of
core values

innovation as
a culture

clearly understood
brand identity

Strong workforce engagement is also The blue line in Figure 3 shows the general
perceived by leaders of larger corporates organizational leadership trend among
to be the single most important attribute of SMEs. The red oval signifies where

a successful organization (66 per cent successful businesses markedly
placed this as the key factor), as shown in  outperform — revealing the key
Figure 2. However there is a shift in organizational traits that lead to success.

emphasis away from agility and stealth
towards a heightened focus on
communication of core values and a clear
brand identity among senior corporate
management, compared with their SME
counterparts.

3 where SMEs succeed

70%
60%
50%

40%

30%

20% [—

risky diversifying strategic early market innovative  defined ID
adopter defining

. average business . high financial growth business A low staff turnover business
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where large companies succeed

80% —

70% —

60% [—

50% |—

40% —

30% |—

20% [—

i

risky diversifying strategic

early market innovative  defined ID
adopter defining

. average business . high financial growth business A low staff turnover business

The red oval in Figure 4 shows where the
fastest growing businesses far outstrip the
average business, and reveal the
organizational leadership traits that most
engender success among large
corporates.

The areas that score less well among
employers and employees when rating
their organization’s comparative strengths
and weaknesses are Human Resources,
IT and Research & Development (less than
one-third of all businesses excel in these
areas). These are clearly areas for
improvement, given that the quality of the
workforce, the expert harnessing of
technology and innovation and creativity
are widely viewed as vital to future
success.

INNOVATION IS KEY

A focus on innovation has one of the most
marked influences on success across all
employer and employee categories —
reflecting the findings of the earlier
Working Nation ‘Ideas at Work’ report™,
which found that when employers create
an environment for creativity, useful
innovative ideas are more likely to flow.

SENIOR MANAGER, LARGE CORPORATE,
SOUTHEAST ENGLAND




Innovation is seen to be just as valuable
among large corporates as it is in smaller,
more agile businesses, and the
contribution to success is likely to be even
greater. Overall, more than half (52 per
cent) of large corporate employers say
their organization is innovative — however
this rises to 81 per cent among
organizations that have experienced year-
on-year growth above 20 per cent.

Likewise, while 63 per cent of all SMEs
describe themselves as innovative, the
proportion rises to 71 per cent among
those who have experienced annual
growth of 20 per cent or more.

The presence of an innovation culture also
has a marked impact on employee
engagement: 78 per cent of very satisfied
employees work in innovative businesses.

It is encouraging to see that organizations
of all sizes place people at the forefront in
the battle for success.

DIVERSIFY OR DIE?

Among SMEs, diversification has the
single-biggest positive impact on business
success — among the fastest-growing
SMEs, 55 per cent say they are
diversifying, compared with 39 per cent
overall. The benefits of diversification are
less clear-cut among OMBs and large
corporates, where a focus on the core
offering is as likely, if not more likely, in
terms of business growth and employee
retention.

Large corporates that are diversifying are
much less likely to reap the rewards than
SMEs that diversify. In fact, corporates
that stick to a core offering are more likely
to succeed than those that diversify — only
15 per cent of diversifying large corporates
scored maximum financial growth levels,
compared with 33 per cent of those that
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stuck to their core products and offerings
— one of the stronger contrasts between
the smaller and larger enterprises
surveyed.

EQUAL OPPORTUNITIES?

The study shows that women are more
likely to succeed as entrepreneurs than
their male counterparts. Men were

two and a half times more likely

(20 per cent) to have experienced a
decline in business over the previous
year than women entrepreneurs

(seven per cent).

Women are also 16 per cent more likely
than men to be very satisfied running their
own business — suggesting that they
achieve a better balance of financial and
personal success.

One striking finding from the research is
that organizations that have not adopted
strong equal opportunities policies for
male and female employees and minority
groups are 20 per cent more likely than
average to have recorded a loss for the
previous year. What’s more, just one in fifty
employees in organizations that do not
embrace equality describe themselves

as very satisfied, while more than

ten per cent say they are very dissatisfied.

CHAIRMAN, SME, NORTHWEST ENGLAND




virtuous triangle

Given the criteria for success outlined in
the last section, which types of companies
are enjoying the most success? Which
sectors are the strongest performers?
What types of companies are they? Where
are they based? What is the effect of job
satisfaction and loyalty? Can we define a
‘success template’ for UK companies?

The research found a very strong
correlation between good financial
performance, job satisfaction and staff
retention rates — a ‘virtuous triangle’ of
best practice in organizational leadership.

Among UK employees, the majority

(61 per cent) say they work for a company
whose performance has improved over
the past three years, while 13 per cent say
they work for a company whose
performance has declined.

Among the entrepreneurs surveyed, a
similar proportion (60 per cent) say their
business performance has improved over
the past three years, and 12 per cent say
it has declined.

Some four-fifths (81 per cent) of leaders
of large corporates say their company’s
profitability has improved over the past
year, while 15 per cent say it has stayed
the same or declined.
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While among SME employers, 72 per cent
say their profitability has increased, and
28 per cent say it has stayed flat or
declined.

Businesses that made a loss in the
previous year have staff turnover rates
more than double the rate for businesses
that grew by more than 20 per cent year
on year — staff turnover was 11 per cent
among the worst financial performers,
compared with just five per cent among
the strongest performers.

Companies with declining financial
fortunes are more likely to have employees
planning to leave in the next 12 months
(27 per cent) than growing businesses

(21 per cent).

Similarly, employees working for
businesses that recorded a loss for the
previous year are more likely (19 per cent)
to say they have above-average staff
turnover rates than those who work for

a profitable business (12 per cent).

One striking finding is that very satisfied
employees are more than twice as likely
(74 per cent) as very dissatisfied ones
(36 per cent) to say they are working for
an improving business.

Just one in 50 very satisfied employees
say their business is in decline, compared
with around one-third (31 per cent) of
very dissatisfied employees. Similarly,




fewer than four per cent of satisfied
entrepreneurs work in declining
businesses, while 70 per cent work in
growing businesses.

The link between job satisfaction and staff
retention is also strong.

In the UK, the average annual staff
turnover rate is 18 per cent — or almost
one in five employees. The survey found
that among employees below
management level, just two-fifths (39 per
cent) say they work for an organization
with below-average staff turnover, while
nearly one-quarter (24 per cent) say they
work for organizations with above-average
turnover.

This contrasts somewhat with the view
from senior employees (management level
and above), of whom nearly half (49 per
cent) say that they work for companies
with below-average staff turnover and just
one in ten (11 per cent) say their company
has above-average turnover.

The responses from the more junior
employees show that corporates with
more than 1,000 staff are more than three
times as likely (29 per cent) than
companies with fewer than 10 employees
(nine per cent) to have above-average staff
turnover rates.

Companies with dissatisfied employees
were found to be more likely to suffer from
above-average employee churn rates.

Among senior employees, those who say
they are very dissatisfied with their current
position are three times more likely to say
they work for a company with above-
average turnover (19 per cent) than with
below-average turnover (six per cent).

The difference is even more striking
among junior employees: those who say
they are very dissatisfied in their current
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role are six times more likely to say they
work for a company with above-average
turnover (54 per cent) than with below-
average turnover (nine per cent).

The sectors that are enjoying the fastest
profit growth among those surveyed are IT
& telecoms, finance and professional
services. However, behind the numbers
there is a mixed story to tell.

While IT & telecoms and professional
services enjoy the lowest levels of
employee churn, the finance sector
suffered from the lowest employee
satisfaction levels and the highest staff
turnover rates. As a sector, finance scored
badly on being recognized for innovation,
having a clear identity or the ability to
adopt new technologies early on.

Employees in the professional services
sector are the most likely to rate their
customer service and product quality as
very good (64 per cent and 72 per cent,
respectively). Those in the finance sector
are the most likely to rate their own
customer service and product quality as
poor (16 per cent and 10 per cent,
respectively).

Such organizational underperformance
could be storing up trouble for the longer
term: one in seven finance employees is
actively looking for a new job (roughly
double the number in IT & telecoms, for
example).




LOCATION, LOCATION,
LOCATION

The study found some identifiable
differences in the performance of
businesses in different parts of the UK.
Scotland appears to be the UK’s business
performance hotspot, with 71 per cent of
employees there saying that their business
performance has improved over the past
three years. This contrasts strongly with
the North West of England, where just

54 per cent of employees say things have
improved.

Across the UK, the city with the highest
proportion of people working for
successful businesses is Edinburgh, with
respondents 25 per cent more likely to
work for a growing business than the
national average (76 per cent compared
with 61 per cent).

Edinburgh also has the highest levels of
staff retention — 61 per cent of senior
employees in Edinburgh say their
company has below-average staff
turnover, while just seven per cent say it is
above-average. Edinburgh’s employees
are also among the most satisfied in the
UK - 55 per cent of employees say they
are satisfied or very satisfied in their
current role, and 61 per cent say their
company has lower than average staff
turnover.

The UK’s employee satisfaction capital is
Cardiff, where 71 per cent of employees
say they are satisfied or very satisfied in
their current role, and 58 per cent say their
company has lower than average staff
turnover. Cardiff employees are also the
most likely to say they do not anticipate
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leaving their companies (45 per cent),
compared with a national average of

36 per cent, and a rate for Greater London
of 29 per cent. Other cities with high
employee satisfaction levels are Norwich
(64 per cent), Nottingham (55 per cent),
Newcastle (53 per cent) and Plymouth

(51 per cent).

Cardiff is also the good service capital of
the UK - 79 per cent of employees there
rate their organization’s customer service
as being very good - followed by
Newcastle (60 per cent), Plymouth (56 per
cent), Liverpool (52 per cent), Brighton

(51 per cent) and Edinburgh (51 per cent).

Bristol has the strongest R&D focus —
continuing its long tradition as a leader in
areas such as aeronautical engineering.
Liverpool is the UK’s most innovative city
— reflecting its move towards European
‘City of Culture’ status in 2008. Newcastle
is home to the best strategists and the
strongest IT, HR and sales functions.

Cities that underperformed in terms of
business growth, job satisfaction and
employee retention are Birmingham,
Glasgow and Leeds.

Could it be that the vibrant business
environments of Edinburgh and Cardiff are
at least partly a result of devolution and
the cities’ growing standing as their
nations’ capitals?

MANAGING DIRECTOR, SME,
NORTHWEST ENGLAND




quality and service
still count

So what are the key attributes shared by
successful UK businesses? How much
do they reflect the leadership of the
organization? And which are the areas
that are holding UK businesses back?

This latest Working Nation study found
strong agreement among successful
employees, employers and entrepreneurs
on their organization’s key strengths.

Business leaders in SMEs and corporates
were asked to rate various business
functions as ‘market leading’, ‘market
average’ or ‘market lagging’.

quality of product
or service [—

customer service

sales and marketing

product and service
innovation | |

The study found that there were four key
areas where successful small businesses
were most likely to say they were leading
the market (as shown in Figure 5). These
four shared strengths were also shared by
SMEs with the best staff retention rates,
suggesting that organizational leadership
is most critical across these functions.

5 where successful SME leaders rate themselves*

0 10 20

30

40 50 60 70 80

* proportion of successful businesses who described themselves
as market leading in a particular function




Large corporates are much stronger
comparatively in sales and marketing, as
can be seen in Figure 6, although product
or service quality is still the single biggest
functional strength (as it is with SMEs).

6 where successful large corporate leaders rate themselves*®

quality of product
or service

customer service
sales and marketing

product and service
innovation

* proportion of successful large businesses who described themselves
as market leading in a particular function

For 64 per cent of successful large
corporate employers and 72 per cent

of successful SME leaders, ‘quality of
product offering’ is their key strength,

and an area in which they lead the market.
This factor is even more important for
successful employees (84 per cent) and
entrepreneurs (89 per cent) — the highest
scores awarded.

Coming a close second to product quality
is customer service, in which 55 per cent
of successful corporate employers and

63 per cent of successful SME leaders say
they outperform the market.

SENIOR MANAGER, LARGE CORPORATE, LONDON
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over past five years

customer service

less focused | | more focused

growing emphasis on customer service

Enhanced customer service is seen as the
single biggest shift in organizational
leadership over the past five years, among
both SMEs and large corporates. More
than 60 per cent say there had been an
increased emphasis on customer service,
compared with less than one in ten who
say it had declined, as shown in Figure 7.

Among employees, 54 per cent of those
who work for profitable organizations rate
their companies as very good in customer
service, compared with just 42 per cent
among those in loss-making organizations.
Employees who rated themselves as very
satisfied in their current role are more than
three times as likely (76 per cent) than very
dissatisfied employees (25 per cent) to
rate their organizations as very good in
customer service.

Entrepreneurs (87 per cent) also rated their
organizations very highly in this area.

Even among less successful businesses,
product quality and customer service were
widely recognized as vital. In fact, the
research shows that the single biggest
shift in business emphasis over the past
five years has been towards enhanced
customer service - cited by 60 per cent of
employers and half of all employees and
entrepreneurs.

These findings illustrate just how important
product quality and customer service have
become as the UK has transformed into a
knowledge economy — where competing
on price is less of an option.

BOARD DIRECTOR, SME, MIDLANDS




fully engaged?

Given the importance that business
leaders in successful companies of all
sizes attribute to workforce engagement,
how well are business leaders and
managers conveying their vision, and
ensuring that employees are fully engaged
with the identity and strategic direction of
their organizations?

Employers cite one of the biggest shifts
over the past five years as a move
towards greater staff engagement and
better employee welfare — almost half

(48 per cent) say this has been a
significant change within the business.
However, more employees believe there
has been a shift away from employee
engagement and welfare over the past five
years (29 per cent) than a greater focus on
them (27 per cent).

Revealingly, the study shows that very
satisfied employees are much more likely
(40 per cent) to believe there has been an
increased focus on employee engagement
and welfare, than a reduced focus (six per
cent). Among very dissatisfied employees,
nearly two-thirds (60 per cent) believe
there has been a decreasing focus on
engagement and welfare, while only

13 per cent say attention to these issues
has increased.
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Similarly, 85 per cent of SME owners and
76 per cent of large corporate employers
say their businesses compare favourably
in workforce engagement. Employees
disagree: just 54 per cent say their
organization compares favourably.

Genuine engagement between employer
and employee still appears to be the
exception rather than the rule in many UK
businesses.

DIRECTOR, SME, YORKSHIRE




people power?

Workforce quality is often cited as being Four-fifths of both corporate employers

at the core of future business success. (80 per cent) and SME leaders

To what extent are UK business leaders (78 per cent) believe that attracting and

putting this ideology into practice? And retaining the best people will be crucial to

how far do employees go along with what  future success — and almost two-thirds

their leaders are saying? (64 per cent) of employees share this view,
as shown in Figure 8.

8 top priorities

attracting and retaining
the best people

organization percieved
by customers

encouraging management
and leadership from within

lowest priorities

ethical and social
responsibilities
as an employer

managing the balance
between home and
work for employees

[ corporates




However, only one in four corporate
employers (25 per cent) and only slightly
more SME leaders (28 per cent) believe
that managing employees’ work-life
balance will be critical to future success —
yet aimost two-thirds (64 per cent) of
employees see this as central.

Tellingly, employees in loss-making
companies are less inclined to view a
focus on keeping and attracting the best
people (51 per cent) and on work-life
balance (57 per cent) as crucial to future
success.

Some 18 per cent of employees would not
say their employer is “fair’ and 41 per cent
of employees say that hard work and
loyalty are not rewarded — harking back to
similar findings from the earlier Working
Nation ‘Loyalty at Work’ report.

Just 36 per cent of SME employers
believe that social and ethical
responsibility will be a key factor in future
growth, compared with 52 per cent of
employees.
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SENIOR MANAGER, LARGE CORPORATE,
SOUTHEAST ENGLAND




Ahead of the

curve?

There is broad agreement among UK
business leaders that harnessing the latest
technology, spotting new business
opportunities and innovating are crucial to
their companies’ future success. How are
UK business leaders ensuring these
priorities are acted on throughout their
organizations?

Among large corporate employers, nearly
two-thirds (64 per cent) believe that
harnessing new and emerging
technologies to work effectively with
clients, customers and employees will
be crucial to future success. Nearly half
(47 per cent) of SME leaders agree.
However, only around one-quarter

(27 per cent) of employees believe their
organization is better than average in
harnessing IT and telecoms. Among
employees who rate themselves as very
satisfied in their current roles, the picture
was rosier: 42 per cent rate their
organization’s IT and telecoms as very
good.
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Over half (53 per cent) of business leaders
in large corporates, two-thirds of SME
leaders (65 per cent) and over half

(55 per cent) of entrepreneurs believe that
identifying new and emerging business
opportunities ahead of the competition is
vital to their companies’ future success.
About half (49 per cent) of all employees
agree - rising to 64 per cent of employees
who work for profitable businesses, and
59 per cent of very satisfied employees.

Nearly one-third (32 per cent) of
employees think their organization is a
follower, rather than a leader. Among very
dissatisfied employees, however, this
figure rises to 53 per cent. By contrast,
85 per cent of very satisfied employees
characterize their employer as a leader.

When it comes to innovation, UK
employers and employees present
a mixed picture.




Most corporate employers (52 per cent)
describe their organization as innovative.
Nearly four-fifths (78 per cent) of
entrepreneurs say they encourage
innovation at all levels. And nearly two-
thirds (64 per cent) of SME leaders say
their organization compares favourably
with best practice in terms of innovation
as a culture.

Among large corporate employers,

29 per cent say they lead the market in
product and service innovation, while

19 per cent say their organization is
market-leading in research and
development. Among SME leaders, nearly
one-third (32 per cent) say they are market
leaders in product and service innovation,
and 17 per cent believe their organization’s
R&D is market-leading. Entrepreneurs are
more bullish: 36 per cent say their levels of
innovation are better than average, while
30 per cent say their R&D is better than
average.

Overall, 71 per cent of all employees say
their organization encourages innovation
at all levels. Tellingly, this figure falls
dramatically to 37 per cent among
employees who rate themselves as very
dissatisfied, and rises to 91 per cent
among very satisfied employees.
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This indicates a shift towards greater
encouragement of innovation among the
UK workforce when compared with the
findings of the June 2005 Working Nation
‘Ideas at work’ report. This found that only
46 per cent of employees were actively
encouraged to come up with new ideas
in the workplace.

There is still work to be done, however.
Only 12 per cent of employees overall

rate their company as above average

in research and development, while

30 per cent rated their organization’s

R&D as poor. The good news is that

44 per cent of employees believe that their
organization has become more innovative
over the past five years.

MANAGING DIRECTOR, SME, SCOTLAND




fresh values at
benugo - case study

“When it comes to winning our customers’
hearts and minds, service is at least as
important as product quality,” says Hugo
Warner, co-founder with his brother Ben of
sandwich bar and catering company
benugo. And he should know: since benugo
first opened its doors in Clerkenwell, London
in 1998, the company has grown to a
350-person business with turnover last year
of around £15 million.

The Warner brothers’ original concept for
benugo was to combine the ‘urban cool’
of a New York deli with the freshness of
top-quality produce. “We wanted to offer
something different from the pre-prepared,
pre-packed sandwich formula offered by
most UK sandwich bar chains,” continues
Warner. “Our food is made to order using
fresh ingredients that we buy every day. But
our key ingredient is customer service: we
want to make a visit to one of our stores the
highlight of our customers’ day, so they keep
coming back.”

This focus on the customer experience has
really paid off. benugo now has a high street
presence of five lively sandwich bars (and
counting), two landmark ‘bar and kitchen’
residencies at London’s Victoria & Albert
Museum and the British Film Institute, and

a growing list of corporate catering clients in
the City. “Central to our success has been
our passionate — some would say obsessive
— focus on our core values. This is what has
helped us translate our success across our
three main business areas,” explains Warner.

How has benugo managed to maintain this
service culture as the business has grown?
“It starts right from the recruitment process,
says Warner. “We hold half-day recruitment

”
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sessions, where we put a group of applicants
to various tasks and see how they perform.
More important, we discover their attitude
and values, so we can find the team
members who share our commitment to
customer service.”

Maintaining employee engagement and
rewarding performance are also central to
the benugo success story. “Ben and |
learned a lot about team motivation and
performance from our rowing days and from
our previous careers,” continues Warner,
“and we’ve put the best bits into effect at
benugo.” Every morning, at every benugo
site, there is an internal ‘buzz’ meeting where
people can bring new ideas to the table and
interact through games and open discussion.
Employees at all levels are even involved in
designing new store layouts. Employees are
rewarded and can make progress based on
clearly set-out targets and objectives.

“We want a ‘hearts and minds’ involvement
from our employees,” says Warner. “We want
people to remember their time here as the
best job they’ve ever had. We don'’t claim to
have the perfect formula for success or to
have all the answers. We’re constantly
learning from our employees, clients and
customers, and have not been afraid to bring
in senior expertise from outside the company.

“Our future is not limited by opportunity,”
Warner sums up. “We could double in size
tomorrow with the number of offers we have
from people wanting to establish a new
benugo outlet. But our focus will continue

to be on building on the core values and
knowledge we have established, and let the
growth come from these — not the other way
around. That’s what makes us different.”




conclusion

This latest report in the second Working
Nation series has sought to identify the
organizational characteristics that are most
likely to produce business success, and
the leadership required to ensure they
thrive in the organization.

While there is consensus around many of
the ingredients for success — from product
quality and excellent customer service,
through innovation and risk-taking, to
having a clear business identity — there are
some areas of disconnect between
employers and employees in areas like
engagement, welfare and corporate and
social responsibility.

There are clear organizational approaches
that have a marked positive impact on
financial performance and staff retention.
The strongest performers are pro-risk early
adopters, strategists and innovators who
exhibit strong employee engagement.
These positive characteristics apply across
SME and large corporate organizations,
although SMEs are more likely to display
them all — particularly post start-ups with
51-250 employees.

Where SMEs differ most from their larger
counterparts is in their ability to diversify
successfully. Diversification would appear
to be the single most positive
organizational leadership trait for SMEs,
yet seems to have a lesser effect for larger
corporates unless it is well managed.
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The study indicates that the biggest
organizational shift for UK business over
the past five years has been an increased
focus on customer service. At the same
time, businesses are placing renewed
emphasis on attracting and retaining the
best people over the next five years —
reflecting the growing importance of a
skilled and experienced workforce in
today’s global economy.

UK business would appear to be
competing well in product and service
quality, but is less adept in research and
development.

The innovation picture is improving,
however. This study found that more than
two-thirds (71 per cent) of UK employees
at all levels are encouraged to innovate.
This contrasts positively with the June
2005 Working Nation ‘Ideas at work’
report, which found that 54 per cent of UK
employees were not formally encouraged
to come up with new ideas or processes.

What this study demonstrates clearly is
that when organizations do live and
breathe a positive organizational culture
day-to-day, they are more likely to grow
faster, hold on to their more satisfied
employees, and enjoy financial success.




approach

This study is designed to provide a
genuine 360-degree view, backed by
vigorous and comprehensive research.
The research for this report was
conducted between October 2006 and
March 2007 and included:

1

Topics determined via in-depth interviews
with a think-tank of some of the UK’s
leading business consultants and
academics from business schools at
Henley, Lancaster, UCL, Newcastle

and Bath

2

Survey of over 500 SME employers from
the Institute of Directors

3

Survey of 100 leaders of large corporates
conducted by Henley Management
College

4
Internet panel survey of 1,500 employees
in the UK

5

Internet panel survey of 300 entrepreneurs

and employees in Small Office/Home
Office (SOHO) and One Man Band (OMB)
companies in the UK
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Vodafone UK commissions the Working
Nation study to gain a deeper
understanding of issues that have an
impact on today’s workplace, helping
Vodafone to manage its own workforce
while informing the development of
services for customers.

PREVIOUS VODAFONE UK
WORKING NATION REPORTS:

Young guns, mature minds
September 2004

Loyalty at work. What does it mean
today?
February 2005

Ideas at work. The untapped resource
June 2005

Changing faces. How we adapt our
identity at work
July 2006

To obtain any of the Working Nation
reports, please call 020 8759 0005 or
email vodafone@harvard.co.uk
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