


A Journey From Perceptions To Dollars

 Methodology for connecting employee attitude data to
the bottom line

1. Quality People Metrics
Establishing Buy-In
Blueprinting

Data Collection
Modeling

Reporting
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Engagement Maturity Model™

Engagement results are
integrated with business
metfrics and used as
performance indicator

Have an engagement
program and action
planning strategy, its
part of our scorecard

Employees and
Management are

actively involved,
We gather employee become brand
opinions, share results ambassadors

but little action takes
place

Accountability and Performance
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1. Quality People Metrics
o 5

Building the foundation




Quality People Metrics

 More than just an engagement survey

— Measurement tool for alignment with key initiatives:
* Engagement at all levels
e Vulnerability (ER)

* Leadership success ratio (Talent Mgt/Succession)
* Professional development index (T&D) m

our

* Diversity index (Inclusion) futu re
* Work life balance index (Work Environment)

Lowe's Employee Opinion Survey

* Rewards (Benefits/Comp)

e Aligned with desired business outcomes (i.e.,
retention, customer satisfaction, profitability)

e Rigorous process to develop survey
 Broad scale to allow for advanced analytics




Building a Foundation

e Advanced analytics
— Beyond the mean score and top 2 box %

— Using segmentation to find groups of people that think alike
 Based on cluster analysis

* Applying customer approach and voting pattern
techniques
* ldentifying segment profiles to determine how

attitudes affect behaviors L -
 Utilize segments to identify priorities I C-suAL FANS
. . . . . I -~ 'R WEATHER FANS
— Using regression to determine identify B -vsaveRs
drivers for engagement I uNeo ouT

— Building block for metrics modeling
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The Importance Of Leadership

 Highly dependent on 2 levels of leadership

1. Senior leader champion
e Executive decision-maker

e Sponsorship drives cross-departmental cooperation

2. Collaborator
e Authority to shepherd process
* Facilitator who can broker meetings
e Collaborator with people and teaming skills

* Make departments feel comfortable with the process and
create a win-win environment
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Working Within & Breaking Down Silos

e In-person facilitated meetings by HR and neutral analytical
team

Goals
Sharing
W.LLF.M
Expectation
Discovery
Hypothesis
Collaboration
Ownership

e Snowballing the information and creating the feedback loop

€ ENTE

“Making the model useful and accessible to all”
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Important Information From Meetings

e Confidentiality — priority number 1

* Information about the metrics shared by the data holders
— Timing matched to Employee Attitude Survey schedule
— Standardize data where necessary

— Eliminate anomailies (i.e., flood stores, hurricane locations,
renovations)

— Flatten the playing field (i.e., age of location, competitive
landscape, size of location, seasonality)
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What's Available, Realistic, Accepted

Leadership HR Data
Blejfe!

Customer

ngagement

Operational
Data

Sales and
Profitability
Data

PRISPRING
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3. Blueprinting
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Hypotheses & Expectations




Blueprinting

 Filtering the possibilities
— ldentifying priorities and what is realistic

— Level of analysis (i.e., store, DC, team, individual)

e Finalization of blueprint
Plan of action - distributed to all data owners with timeline
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Potential Modslz
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Area Variables es Assumptions
SPEL Total sales H1- Higher engagementamaony = Comastores onfy (13
Ltstoreleve Siock sales employzes leads to highe-total maonths or Jlder)
e e
: ; : -MEd ¢ month (October 08 to
Sperial order (305 <ales zales. total controlloble store ';*em_ 0T In 12 separate
L3C =ales profit. siore R2IC. netincome files)
Total centrollable stare profit before tax. inventory turnsand Sl ;5 ol e Mo led b
; B 2 ¥
Slore ROIC EChiEdle ey terhale s natural disasters/special
Mztimcome before tax H? - Higher engaged employ ees euents (=evere waather
Sioreinventoy shinkage aceral Ietalt?!stolo_\'aerln\'ertor}'shrlnk. \-.rllltemarl.et?l
rate) lower accidertrates. = Mew storeswill have |ower
Irwentaory turne Research CQuestion For Explorztion s RO.Cg i
Sales tier 4 Howdo eigagement scores differ " nle?'fcer;in st;re £
Security class among stares with diferent sales P 2 o
- : ; : olimesg * RUIG s the best metricto
G3R (accident severity rale) compare with HR— execs
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across storesi = Holdconstant security
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Sustomer Focus [« Cwerall store score {out of B30 HZ- Higher engagementamaony = Mo mystery shop

Mtetoreleve

Customercaticfactior overall

o Individual customer satisfaction
items

Installed sales satisfaztion
o Inctalled cales %
Del very study

employzes leads to greater
customer satisfacticn

Fesearch Qluestions ForZxplomtion

< Does highersalisfactionwith
installedsales |zad to higher
perzentage ofinstalled sales?

Mo phonechop

Data by store

Useitens to cet pure rating

far customervariatles

S:arec with 3% party delivery
need te befleggedin data
le
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Drafting A Model

e Based on hypotheses about how the data works
* Testing the core goals of the model
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4. Data Collection

Timing, Format, Cleaning




Organizing For The Visit

e Collaborator uses the blueprint as a guide

 Works with each data holder to collect the promised
metrics

e Puts all data in a workspace for the modeling team
 Prepares equipment and reserves meeting space
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5. Behind The Firewall
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Modeling




Behind The Firewall

 On-site, company-owned computer, software licensed

o Statistical team - “number geek, finance/market analyst,
strategist ”

e No data leaves site

e 6 Step Process

1.

2.
3.
4

Cleaning and formatting data
Pulling it all info one, massive dataset
Analyzing each metric

Statistically narrowing down large metrics set into the final
variables for the model

Running the model
Interpreting the results and making adjustments
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6. Reporting

Connecting The Dots




Reporting

o Satisfying the thirst for numbers
— Written report that outlines all key findings

— Graphical representation of models, relationships and
statistical significant

Example Model: LVI and Turnover

Managenment team listens ancd Immvediate supervisor treats Company Z places a high value Management team listens and
respands apprapriately me with dignity and respact on treating emplayees fairly responds appropriately
Company Z places 2 high value Immediate supervisor makes Itell athers great things about Managemant team explains
an treating employees fairly me feel like part of ateam working at Company Z the reasons for thelr dectsions

Management team explains the
reasons for their decisions

| would recommend Company £

Imivediate supervisor provides asa great place towork

the support | need to do a
1 feel Lam valued by Company Z good job | feel | am valued by Company Z

Employee LVI Employee LVI Management LVI
- My supervisor

Management team does what
they say they are going to do

Management LVI
- my mgt.team

Turnover

Customer
Satisfaction

Satisfaction with Company Z over the last 12 months

Satisfaction with Company Z based on the valwe of products and services offered relative to their costs
o | consider Company Z to have an excellent reputation

INTERNATIONAL Likelihood te recommend Company Z to friends and neighbors as a great place to buy products
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/. Story Telling

Closing The Loop




Increasing Cheerleaders

...Saved $12 Million Each Quarter

Turnover

Medium %
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Improving Attitude By One Segment

...Saved $18 Million Annually

Average Sick Occurances

Cheerleaders Casual Fans Naysayers Tuned-Out

Attitudinal Segment
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Story Telling

Highly engaged stores have a
greater average ticket and more
sales per square foot that equals
about $1.5 million annually....

Stores with higher engagement
exceeded their sales and
profitability forecasts more than
every other group....

Our highest engaged stores
have 20 fewer accidents per
year....

Stores with high customer
satisfaction and engagement save
$100k in shrink each year ...






