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Executive Summary

In May and June of this year the EEO Trust surveyed members to gain a sense of how they were responding to the recession in the areas of recruitment and retention, EEO/diversity, health and wellness, and training and development. The research project included phone interviews with 24 members and an online survey completed by 128 members.
We are now more than a year into the recession and, although unemployment is still predicted to rise in New Zealand, signs are emerging that businesses are beginning to look ahead and plan for the recovery. The implications of the findings of this EEO Trust research project are consistent with other studies in New Zealand and overseas showing that employers have continued to invest in and value staff through training and development, health and wellness programmes, and flexible work options in order to improve their long-term competitive advantage.
Broad impact of economic recession
The recession had negative impacts for most EEO Trust members who completed the survey. However, some had experienced no change and a few had experienced positive impacts or were in growth mode. 
Most of the organisations interviewed reported pressure on business results. They had become more cost-conscious, were working smarter, with less discretionary spending, and were looking for efficiencies. Almost half had had redundancies, and another 24% said they will or may have redundancies later in the year. A further 19% were relying on natural attrition to decrease staff numbers. Even in organisations where staff had not been directly affected, many interviewees were aware that staff may be indirectly affected as family members lose jobs or income.

Retention

Improved staff retention was seen as a positive outcome of the economic downturn, with a third of respondents reporting low staff turnover during the previous 12 months and 70% expecting low turnover during the next 12 months. Some of this was attributed to deliberate initiatives aimed at improving retention, but the economic climate was also seen as a factor. 
Recruitment

Just over half of respondents (56%) reported an improvement in finding suitable applicants for jobs, but 25% were finding it harder than normal to get suitable applicants. Skill shortages persisted in some areas.
Eighteen per cent reported taking on fewer young staff or new graduates in the previous 12 months, and 26% expected to take on fewer in the next 12 months. This is consistent with Household Labour Force Survey data from Statistics New Zealand showing that people under 25, and especially those under 20, have suffered the most from recession-related job loss. 
Half of the respondents were carefully reviewing all vacancies, with more expecting to do so during the next 12 months. A quarter to a third had increased or planned to increase the level of authority needed to replace someone.

EEO/diversity/work-life issues 
The main message from the survey and interviews was of virtually no cutbacks in EEO/diversity initiatives. The only respondent reporting cutbacks said that they were part of a global repositioning and another said that new initiatives had been put on hold. Three-quarters of respondents reported no changes. Those who had made changes reported new initiatives, modifying and re-launching existing initiatives, and increasing promotion and awareness of what was available. Some respondents noted that more people were wanting full-time work now, not “casual lifestyle options”. 

Employment options, including flexible work options, used to cope with impact of recession

Flexible work options were being widely used by EEO Trust members to help cope with the impacts of the recession. More than half (54%) of the respondents who said they were negatively affected by the recession had offered more flexible work options to help cope with the recession during the previous 12 months. An even larger proportion (63%), expected to do so in the next 12 months. A large number were also encouraging staff to use their paid leave; a third had done so already and nearly half were intending to do so.

New and emerging EEO/diversity issues
As in 2008,
 respondents identified the ageing workforce as the main emerging EEO/diversity issue (14%). Other issues mentioned were dealing with the increasing multicultural diversity of the workforce (6%), managing flexible working and other work-life approaches (6%), and the effects of the economic downturn on Gen Y (3%), people with disabilities (5%) and new migrants (2%).

Health and wellness
No respondents mentioned cutbacks in health and wellness initiatives as a result of the recession. The majority (77%) had made no change and some had shifted their emphasis or delivery mechanism. Those who had made changes were increasing provisions and/or raising awareness of what was available.

Training and development
Respondents said it was important to continue to provide training and development and half had made some changes in this area. A minority (16%) had made budget cutbacks and many gave examples of innovative ways of providing training and development on a reduced budget. For example, more training was being done internally and some respondents had tightened the criteria for approval to attend external courses.
A time for innovation and looking to the future

Most of the organisations interviewed were looking to the future, not just responding to the current situation. For example, many were investing in staff in order to retain them when the recovery comes. 
Many also saw the current situation as an opportunity for innovation, such as developing new products or services in response to new needs created by the recession, improving customer service/relations to help with sales pressures, and using any extra time to invest in training and development. A couple of those interviewed said the economic climate was driving innovation.


1.0
Project method

In this research project, the EEO Trust asked members what was happening for them in the current economic climate.  We initially had fairly open-ended telephone interviews with a selection of members across different sectors and sizes to identify current issues. We then conducted a survey of all our members to explore how these issues were affecting them. We have combined information from the survey and the interviews in this report.

Twenty-four HR managers/advisers and CEOs from a range of industry sectors were interviewed during May and June 2009.  Findings from the first phase of interviews were used in the development of a survey which was sent to all 403 EEO Trust members on 18 June 2009. By the final date for completion on 13 July, 128 responses had been received, a response rate of 32%.  
While this is not a high enough response rate to be representative of all our members, it does provide a broader perspective than can be gleaned from the interviews alone, and gives us the views of the members who were interested enough in this topic to take the time to respond. As well as helping us identify current issues facing employers, the interviews allowed us to explore the issues in greater depth. 
Survey respondents were fairly evenly split between public sector (41%), private sector (44%) and not-for-profit (15%), ranging in size from 1 to over 10,000 full-time equivalent employees (FTEs). 
Survey questions were analysed by sector and size of organisation. The overall economic impact was the only factor which showed a statistically significant difference by sector. Differences by size were found in recruitment, retention, and employment options used to cope with economic impact.
 

2.0
Background

In New Zealand, the recession officially began with the June 2008 quarter showing a second consecutive quarter of economic contraction.  The New Zealand unemployment rate increased from 4% in June 2008 to 6% in June 2009. Some groups of employees were more affected than others, with young people and Pacific peoples showing the biggest increases in unemployment. The impact on men and women shifted over time, with men being more affected initially, but women appearing to bear the greater impact in the June 2009 quarter. 
The manufacturing sector was the first to reduce employee numbers and, by the June 2009 quarter, remained the most affected sector. Other sectors such as wholesale, retail, transport, storage and communications which had previously shown declines in employment were showing improvements by the June 2009 quarter. Another positive sign was a July 2009 Business NZ/BNZ Capital survey finding that manufacturing orders and production were increasing here and overseas.
 However, unemployment is predicted to continue to rise until 2010.

At the same time as the EEO Trust research project was underway, a number of other studies, both here and overseas, were being carried out into the effects of the recession in the human capital area, and responses to those effects.  A summary of some comparative findings and context from these studies is presented here and at relevant places throughout the report.

The latest Hudson
 research of over 1,500 employers across 19 industry groups showed that employers were trying to avoid redundancies. 
Similarly, a recent Deloitte report focused on the need for organisations to develop effective strategies to retain “the key talent they will need to prosper when the eventual recovery comes”.
 Deloitte’s May survey found that while staffing reductions and other cutbacks were still prevalent, and things were expected to be tough for a while yet, the majority of organisations (73%) were focusing on retention and employee development initiatives. Deloitte said the depth and quality of these moves would separate the talent “winners” from the talent “losers” when the economy improved. 
In terms of talent priorities for the next three months, training and development (31%) almost equalled reducing headcount (34%) as the top priority, and was the leading medium or top priority (64%), followed by retention at 54% compared with 40% for reducing staff numbers.
 Flexible work arrangements were ranked highly on the list of retention strategies for all generations by the talent managers and executives surveyed by Deloitte.

Other studies were consistent with these findings that despite cuts to HR budgets, organisations here and overseas were generally maintaining rather than cutting EEO, diversity and flexibility initiatives, with increases in some organisations linked to retention strategies.

A nationally representative US survey of the impact of the recession on employers,
 found that while two-thirds had had declining revenues over the previous year, and 90% of these had cut costs through redundancies, hiring freezes, cutting bonuses and salary increases and the like, most employers had maintained (81%) or increased (13%) their workplace flexibility provisions.
Similarly, in the UK, the number of Opportunity Now members surveyed who provided resourcing for gender equity initiatives had increased from 81% in 2006 to 86% in 2008/09.

The 2009 Randstad employment trends survey
 of more than 2000 organisations in New Zealand, Australia and Singapore, carried out in November/December 2008, found a slight drop in the proportion of respondents who believed that a diverse workforce benefited their organisation, from 94% in the previous year to 87%. This indicates that a substantial majority  remained convinced of the business benefits of a diverse workforce. 
Similary, health and wellness programmes have been maintained. A Mercer survey called Leading in Unprecedented Times
 carried out in over 2,000 organisations in 90 countries including New Zealand in May 2009 found that 21% of organisations surveyed had reduced HR budgets in the previous six months in response to the recession, and 23% were likely to do so later in 2009. Freezing pay levels or deferring increases were the most likely responses, rather than pay cuts. The majority had not eliminated health benefit programmes and were more likely to have increased wellness programmes (see 3.6.2). 

3.0
Findings

Information from the EEO Trust survey and interviews is combined in this report, with the interview data providing examples to illustrate and deepen the survey findings.
3.1
Impact of economic recession

The impacts of the recession on EEO Trust members have been mixed, both across and within organisations.  One survey respondent summed up the mixture of positive and negative impacts: “The downside is that reduced activity has resulted in reduced revenue. The upside is that it has also resulted in assisting retention levels, increased the number and quality of job applicants and a higher degree of reality in respect to remuneration.” 
Figure 1:  Impact of economic climate
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More than two-thirds of survey respondents (68%) said that the economic climate during the previous 12 months had had a negative impact on their organisation. For 22% there had been no change, and 10% reported positive impacts. This is very similar to US findings from a nationally representative study of 400 employers
 which found that 66% suffered declining revenue during the previous year, 28% no change, and 6% growth.

The EEO Trust respondents reporting a positive impact included food retailers, repair centres and some government services.  Positive impacts reported by a wider range of organisations included reduced staff turnover and being forced to be more focused on productivity and efficiency resulting in reduced costs and expenses.
The survey findings reflect the interview findings; the effects of the recession had been uneven with some areas still in growth mode, some experiencing no effects, others suffering, and some in the public or not-for-profit sectors still waiting for the recession to impact on their budgets. 
Even in organisations that were not experiencing negative impacts of the recession, some respondents were aware of indirect impacts on staff due to family members being affected.
Others interviewees noted that internal or global restructuring were affecting their organisations and staff in ways that were difficult to separate out from the impacts of the recession. 
The public sector was less likely to have seen changes yet (31% reporting no change compared to 11% of the private sector) and the private sector was more likely to report a negative impact (80% compared to 59% of public sector organisations in the study). Employers in both sectors were equally likely to report positive changes. 
These findings are similar to the US, where 71% of for-profit organisations reported decreased revenue during the previous 12 months compared with 54% of non-profit organisations.

Positive outcomes
Improved staff retention was mentioned by several interviewees as a positive outcome of the recession. However, some noted that they had been working on initiatives aimed at improving retention or filling vacancies so the improvements were not entirely a result of the recession. 
Respondents reported better quality candidates applying for some positions, and being able to fill previously difficult to fill positions, such as nursing roles.  Some noted the benefit of highly skilled New Zealanders returning from overseas. 
One interviewee from the health sector said that staff attitudes had improved as a result of the recession. “In lower skilled areas, there has been some behaviour change. For example, in the past, some may not have turned up for shifts or been a bit slack. That has changed a lot now. I put it down to the recession having more impact on the lower skilled as people don’t want to lose their job in areas where jobs are scarce.” 

Another positive outcome for some organisations was having more time available for planning. 
Negative impacts
Most organisations reported general pressure on their business, and said they were being more cost conscious, even if redundancies had not been necessary. They were focused on working smarter and more efficiently, with less discretionary spending. 

Redundancies 
Figure 2: Changes in staff numbers
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Almost half of those surveyed (48%) had made staff redundant during the previous 12 months, a further 11% expected to do so later this year, and another 13% said they may do so later this year. A couple of organisations said their redundancies were a result of planned restructuring, not the recession. 
Another 19% were relying on natural attrition to reduce staff numbers. Only 15% expected to maintain staff at current levels, while just 8% said they had been increasing staff numbers during the previous 12 months. In comparison, in the US, 64% of those needing to cut costs had reduced staffing numbers.

An NZIER June 2009 quarterly business confidence survey of 3,500 New Zealand employers found that 31% had reduced staff numbers in the previous three months and 19% expected to do so during the next three months.
  This was close to the 36% that had predicted doing so in their March 2009 survey – the highest since the 1991/92 recession.
  A May 2009 National Bank Business Outlook survey, also cited in the Department of Labour report cited above, found that 16% of firms expected to reduce staff numbers during the coming year.
Although it is difficult to compare different question wordings and time periods, the EEO Trust members taking part in our survey did not appear to be overly skewed towards those experiencing negative outcomes or to be more likely to have made or expect to be making staff redundant.
Unexpected outcomes
A number of interviewees mentioned unexpected outcomes of the recession on their organisation, mainly giving positive examples of staff responses, for example, teams pulling together, staff being more flexible around their roles and learning new skills, and the acceptance of salary freezes.  For example, Jenny Hindrup, HR Advisor, Tauranga City Council, said, “The surprise has been how well the staff have reacted to our situation. We expected morale to dive, and it doesn’t seem to have.”
But some respondents also reported negative responses from staff.  One interviewee was surprised at how upset some staff were around things like the removal of free tea and coffee as part of the belt tightening process.  
3.2
 Top three people issues

Survey respondents were asked what they considered to be the top three people issues facing their organisations at the moment. As in the phone interviews, the responses were wide-ranging with nearly 50 different responses. 
In the survey, the two most commonly mentioned first responses confirmed the initial findings from the phone interviews of a dichotomy between concern about job security and losses, and problems finding skilled, experienced, quality staff. 

 
The people issue mentioned most often was employee engagement and motivation. If morale is combined with this category, just over a quarter of respondents (26%) were concerned about it. Another 7% were concerned about stress, and a couple mentioned wellbeing. However, no one issue was reported by more than half the respondents, indicating no strong consensus on this point.
Workload management included not enough work, uneven spread of work depending on what areas of the business were busy, and fluctuations in workload.

In comparison, the Randstad 2009 Asia-Pacific employment trends survey
 found that managing internal change, people and productivity, and controlling people costs were the biggest human capital challenges. 
3.3
Retention 
Figure 3: Staff retention
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Low staff turnover 
A third of respondents reported low staff turnover during the previous 12 months, and 70% expected low turnover during the next 12 months. Some of this was attributed to deliberate initiatives aimed at improving previously poor retention, but the economy was also seen as a factor.
One interviewee from the manufacturing sector said, “Turnover has dropped from 21% to under 15% in the last year. We hope that some of this is due to initiatives we’ve been putting in place to increase retention, but we know some of it will be the effect of the current economic environment.” 

Other respondents also commented that the reduction in vacancies, for example among nurses, may be due to initiatives introduced to address a chronic staff shortage in recent years, not just to the economy. 

Lack of internal mobility as a result of low staff turnover had been a problem for 13% of respondents in the previous 12 months, but 46% expected this to become a problem in the next 12 months. This especially related to younger workers.

For example, Kelly Pankhurst who is HR Manager Dunedin at Anderson Lloyd Lawyers said, “People aren’t leaving. We normally experience a healthy amount of attrition at the two to three year level, so with this group staying put it creates a bottleneck at entry level. This means that we are unsure how many new graduates we will need next year.” 
Retaining talent in areas of growth and skills shortage 
Skill shortages and talent retention remain issues within an overall climate of reducing staff numbers and increasing unemployment. The Randstad 2009 Asia-Pacific employment trends report found that 56% of organisations were still experiencing a shortage of talent or skills in their industry.

Just under half of respondents (46%) in the EEO Trust survey had experienced challenges in retaining talent in the previous 12 months (22%), or expected these challenges in the next 12 months (39%). About 15% were in both past and future categories. 
Paul Hellyer, HR Manager at IBM New Zealand: “The top performers are the ones that will move. It’s business as usual regarding retention of talent, such as salary increases for top performers, and continuing training and development.” 

To help with retention during the recession, 17% of respondents had increased career development opportunities in the previous 12 months, and 37% expected to do so in the next 12 months. 
Older workers
A quarter of respondents (25%) said they were aware of some older staff revising their retirement plans as a result of the recession. Most commonly they wanted to keep working longer than planned (21%). Only 2% reported older workers seeking more hours, and a couple reported older staff keen to reduce their hours. One organisation said that some older staff had opted for voluntary redundancy.

3.4
Recruitment 
Overall, with staff retention up, recruitment activity had decreased. Just over half (56%) of the survey respondents reported that it had been easier to find suitable applicants during the previous 12 months. A respondent from one of the big law firms wrote, “Just larger pools of good people in the job market than has previously been the case.  The lack of opportunities overseas has seen a large number of people returning to New Zealand which we've not seen for many years.” 

Anna Meyer, HR Manager at The New Zealand Refining Company, said, “There are clearly larger numbers of qualified people across a range of technical specialities available on the market at present. This is reflected in our average time to fill which we report on a monthly basis with a rolling six-month average. In 2008, it was 60 plus days; so far this year [July 2009] it is barely more than 40 days.” 

However, a large proportion of respondents (42%) reported that it had been difficult to find suitable applicants during the previous 12 months, and for 25% this had not been the case during the previous 12 months. For example, Jacqui Barratt of Salt wrote, “More candidates doesn’t always equal more talent.” 
And Matt Carter, General Manager Human Resources at Otago Polytechnic said, “There has been a significant increase in applications, but many are not qualified for the job they are applying for. They are just applying for anything so we don’t have an increased pool of eligible applicants.” 
In particular, it was still hard to fill specialist roles. A respondent from the legal sector said, “We’re in a specialist area and are surprised by the small number of candidates available, for example, for two to three-year professional and senior roles. I’ve been talking to agencies to understand why and it seems people are not moving – they’re being more cautious and not actively looking so don’t see advertising.” 
Changes in recruitment practices in response to the economic climate
Survey respondents and interviewees were asked what changes, if any, they had made in their recruitment practices in the previous 12 months, or expected to make in the next 12 months. As Figure 4 shows, respondents expected to be more active in revising recruitment strategies during the next 12 months. The most common response was to carefully review all vacancies as to whether they will be filled, with just over half of respondents already doing this and 70% expecting to do so in the next 12 months.
For example, one recruitment agent said, “Recruiting is still going on, business-critical roles are still filled, but we are more likely to evaluate roles to make sure they’re business critical. Otherwise we may not fill a role when it becomes vacant.” 

Figure 4: Changes in recruitment practices
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A third of respondents said they were not replacing any staff who left and almost a quarter reported that a higher level of authority was needed in order to replace staff. “The approach is generally tighter,” said Matt Carter of Otago Polytecnic. “Replacement of staff who leave is not frozen or cut, but the bar is higher, there are more hoops to go through to replace them, and a higher justification for replacement is needed”. 

The impact of the recession on family members of staff was a theme throughout the research findings. For example, one respondent said, “We haven’t had any redundancies, so no impact on staff directly. But spouses of staff may be being made redundant, so we are getting inundated with staff asking for jobs for family members.” 
Most organisations are still taking on some young staff and new graduates. However, nearly one in five (18%) respondents said they had been taking on fewer young staff or new graduates in the past 12 months, with 26% expecting to take on fewer in the next 12 months.  
Jane Kennelly of Frog Recruitment said it would be harder for young people to find a job in this market. “The facts suggest that young people are going to find getting work tough. Many are going back to school or into tertiary study. Older people are doing well because the more mature worker is more attractive because there is less maintenance in getting them to do the job. They can hit the ground running, bring more value and life skills, and understand the times and just knuckle down and get on with it.” 

New Zealanders returning from overseas
Just over half of the survey respondents (54%) reported an increase in the number of returning New Zealanders looking for jobs in their organisation. The interviews indicated that this was mostly specific to some areas such as finance, sales, middle management, HR and operations, project management, law and health.
For example, Matt Carter of Otago Polytechnic said, “There has been a definite increase, mostly in the area of general managerial skills, a few with accounting skills, and a couple of education professionals.” 
Some interviewees had also noticed an increase in unsolicited enquiries from New Zealanders returning or thinking of returning, and from recruitment agents cold calling with CVs in the finance and project manager areas. 
Barbara Faulkner of the Western Bay of Plenty District Council noted that some of those returning to New Zealand were likely to go overseas again when things picked up. “We have employed some planners who have returned from overseas but they have also advised of their intention to return when things pick up,” she wrote. “We don't have a problem with that, they have committed for a couple of years.” 
Mary Reynolds, who is HR Manager at Solid Energy, was actively recruiting from overseas with more success than in the past. “In the last couple of months we have recruited several ex-pat Kiwis out of Australia. All our efforts to attract ex-pats from Australia have been unsuccessful in the past so this is very beneficial for us.” 
3.5.
EEO, diversity, work-life issues and flexibility

3.5.1
Changes in EEO/diversity strategies during past 12 months.
Figure 5: Changes in EEO/diversity strategies or practices
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The survey found that it was business as usual for EEO/diversity during the economic downturn. The majority of respondents (75%) had not made any changes to their EEO/diversity strategies during the previous 12 months, 21% had made positive changes, and 4% did not respond to this question. This is similar to findings in the US where 81% made no changes to workplace flexibility and 13% had increased it.
 In the UK there was an increase in the proportion of organisations resourcing gender diversity initiatives in 2008/09.

“EEO/diversity awareness is part of our recruitment policy and is reinforced at induction, and with occasional refresher course reminders,” said Jim Harland, Chief Executive, Dunedin City Council. “There has been no change in our EEO/diversity programmes as a result of the current economic climate.”
Some respondents said they were not making any changes but were providing better information about what was available. Only one phone interviewee reported cutbacks, and said that it reflected a global shift of focus and was not a result of the economic downturn. Another phone interviewee said that while there were no cutbacks, new initiatives were on hold. And a number of interviewees had noticed that more people were wanting full-time work or increased hours, rather than part-time or casual work.

For the 21% of respondents who had made changes, these included broad approaches such as formalising or modifying policies and strategies, improving training and awareness, especially for managers, and improving data collection to track progress on diversity. Others were focusing on specific groups, such as increasing the proportion of women in male dominated workforces and women in leadership, increasing the numbers of young employees to ensure the future workforce, providing work experience for disabled people, and offering a wider range of cultural practices to welcome new staff. Other respondents mentioned practical actions such as setting up parents’ rooms and increasing the focus on flexible hours and working from home. 

Examples of new EEO/diversity initiatives 
Some organisations interviewed were introducing new initiatives.  A couple of interviewees spoke of the need to look after staff to assist with retention and recruitment. 
For example, one from the manufacturing sector said, “No cutbacks, but may put more in place. Retention is good at the moment, as people are worried about getting another job. But it would be naïve to believe that will be sustained when we come out of the recession.  We are not thinking about how to get through the recession; how we want to come out is more important. Retention of good talent is our most important people issue, so how we behave during tough times is more important than what we do just in good times.”
Jim Harland of Dunedin City Council referred to having extra time for EEO initiatives during the downturn. “There have been no cutbacks in this area,” he said. “We are actually trialling a new system for flexible working as it is easier to do so in the less pressured business environment at the moment. “There have been no cutbacks in this area. With less work pressure, which is development related, it is easier to trial a new flexible working hours system while maintaining business and customer service standards.” 
And Anderson Lloyd Lawyers was introducing a new wellness programme. “We have just launched our wellness programme,” said Kelly Pankhurst. “This helped reenergise staff morale by reintroducing them to all the benefits available to them, so we’re not cutting back. We see the benefit in continuing to motivate and engage our good people.”
Another organisation was introducing a domestic violence and bullying programme, partly in response to the current economic climate, and another was providing new breastfeeding facilities to meet an increase in requests. 
Other new EEO initiatives introduced in the previous 12 months included introducing disability awareness training into staff inductions; focusing on job-sharing initiatives for women returning from parental leave and allowing grandparents to use sick leave to support their children after birth of a grandchild. Others interviewees indicated that they were remaining active in EEO during the economic downturn by reviewing, modifying or relaunching existing programmes.
3.5.2
Employment options, including flexible work options, used to help cope with the negative impacts of the recession 
Based on information from the phone interviews, the survey asked respondents which of a number of employment options they had used, or planned to use, to help cope with the negative impacts of the downturn. Most of these were options to avoid redundancies. Others, such as increasing career development opportunities, were focused more on longer term retention. Offering more flexible work options could help achieve both goals.
The relevance of these options is supported by the findings of the Randstad 2009 survey
 which found that flexible work options and career path opportunities were two of the three most important reasons for an employee to stay with their organisation.
Figure 6: Employment options used to help with the negative impact of the recession
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More survey respondents had used flexible working options to help cope with a negative impact of the economic downturn (54%) than had made staff redundant in the previous 12 months (48%), revised pay levels and bonuses (38%) or reduced overtime (20%). Even more (63%) expected to use flexible working options to cope with the negative impacts of the economic downturn in the next 12 months, while only 24% said they may or will have further redundancies. 

Some organisations, were using flexible work options such as a nine-day fortnight (10%) and encouraging staff to take unpaid leave (8%) or a salary/leave trade off on a voluntary basis to avoid redundancies, and others said they would use these options if they needed to in order to avoid redundancies.

Just over a third (35%) of respondents were encouraging staff to use paid leave. 
However, an alternative approach by one interviewee from the legal sector was that they would use downtime to focus on business development rather than reduce staff hours. 
3.5.3
New and emerging EEO/diversity issues

As in 2008,
 the ageing workforce was identified as the key new or emerging EEO/diversity issue (14%). Other issues mentioned by various organisations were dealing with the increasing cultural diversity of the workforce (6%), managing flexible working and other work-life approaches (6%), and the effects of the economic downturn on Gen Y (3%), people with disabilities (5%) and new migrants (2%).

Ageing workforce

The most commonly noted issue in relation to the ageing workforce was that more older workers are continuing to work because they could not afford to retire (n=7). A couple of respondents had concerns about managing those they deemed no longer capable of performing (n=2). On the other hand, others mentioned needing to retain older workers (n=2), along with accommodating different generations in the workplace (n=2) and needing more young workers (n=1).
Increasing cultural diversity and associated issues

Eight organisations mentioned issues related to cultural diversity. Within this, the main concerns were around English as a second language and cultural differences in the workplace. 
Flexible working and other work-life balance

In relation to new or emerging issues around flexible work and work-life balance, respondents mentioned the wider range of people wanting these provisions beyond women and carers, fathers caring for children, how to increase flexibility for staff while maintaining service to clients, and how to write policy on flexible hours and core hours.
Effects of recession on Gen Y, disabled, new immigrants

Some respondents noted that the recession had provided a “wake-up call” for Gen Y workers and they now needed to be managed differently. According to one respondent, they were now realistic about how difficult it was to find work, and were not moving on but remained unmotivated.
A couple of respondents thought that people with disabilities and new migrants would be finding it more difficult to compete in the current climate now that there were more applicants for vacancies. Several raised issues about the perceived extra costs associated with employing people with disabilities, such as the use of interpreters, changes to the work space, equipment to ensure technology compatibility, and the use of temps to cover for staff experiencing mental health issues.

3.6  Health and wellness
3.6.1
Stress and morale
Interviewees were asked how the economic environment was affecting morale or stress at work. Responses were mixed, reflecting the uneven impacts of the downturn on different sectors.
 However, there were indications that even in organisations not directly affected by reduced budgets and redundancies, some staff were impacted as a result of family members being affected.  Other organisations were undergoing changes unrelated to the recession which may have generated some stress.
One manufacturing organisation noted that stress was higher among managers trying to deliver outcomes on a reduced budget than among frontline staff. 
An interviewee from the legal profession noted that having less work to do can affect morale as some people feel unproductive. The reverse of this was stress resulting from increased workloads where redundancies had occurred, as noted by Paula Watts who is Managing Director of Law Staff International. “With some staff having to work part-time hours, their extra work is having to be carried out by others,” she wrote. “I have offered the staff who are having to handle more work, a day's paid leave in recognition of their extra effort during these times.” 
Some organisations had been working on morale and engagement and believed they were getting a pay-off now by not seeing problems during the recession. Jane Kennelly of Frog Recruitment noted that “communication is vital to keep people informed” and that seems to have paid off for some of the organisations interviewed. 
For example, one interviewee said their business had been working on improving communication and celebrating success so morale had been improving despite the downturn.
A few interviewees noted that it was difficult to differentiate between the various factors affecting morale and stress, such as other changes going on within the organisation unrelated to the current economic climate.
Some interviewees reported seeing increased use of Employee Assistance Programmes (EAP) and financial assistance provisions, which they suggest indicates outside pressures. 
3.6.2
Health and wellness provisions
The survey asked whether organisations had changed their focus on wellness or stress management as a result of the recession. The majority (77%) had made no change, 2% did not respond. For the 21% that had changed their focus in this area, the main changes related to an increased emphasis on resilience and stress management, EAP and general wellbeing, and on improving awareness of what was available. No one reported cutbacks in this area. 
These findings are in line with a 2009 Mercer global survey which found that 29% of organisations had introduced new wellness programmes over the last six months, with another 38% saying they were likely to do so.
 Another study of more than 20,000 employees in organisations in 15 countries employing 50 or more people found that when health and wellness was managed well, organisational performance more than doubled, and when it was poorly managed, performance decreased threefold. 
Figure 7: Changes to wellness/stress management
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Some organisations were still offering their normal health and wellness options, but were improving awareness of some provisions. Some noted increasing use of EAP and financial assistance provisions. 
Some respondents said maintaining a focus on health and wellness was important for staff morale and engagement. “Instead of trimming costs we have kept the status quo. We still enjoy deliveries of fresh fruit and have flexibility,” said Jane Kennelly of Frog Recruitment said.  “I want to maintain the culture and environment I have strived hard to set up for six years. I don’t want people demoralised.”

A few had increased their offerings in this area as a result of having more time available due to current economic climate.  No one mentioned cutbacks in this area as result of budget cuts but some had shifted their emphasis or delivery. For some, programmes were targeted more at needs arising from the economic impact, such as resilience and stress management.

3.7
Training and development

Organisations were much more likely to have made changes to training and development in response to the recession than to health and wellness initiatives, with 50% saying they had done so.  The nature of these changes was varied. Only a minority (16%) reported budget cutbacks in this area, while others referred to minimising costs while continuing to offer training and development in different ways. 
A few reported increased spending in this area (6%).  The general theme emerging was that it was important to continue to provide training and development. This is consistent with a global study which found that training and development was an equal priority with reducing headcount in May 2009.

Figure 8: Changes to training and development

[image: image8.png]Changes to training and development
inresponse to the recession





Responses from the interviews and the survey indicated that rather than cutting training and development, employers had shown innovation in providing it at a lower cost.  Mostly this was through providing in-house training rather than sending staff to external courses (23%). Some respondents noted that external training was still available but there was a higher threshold for it, and a few mentioned less overseas training was provided.
The in-house approaches included bringing an instructor to the workplace, using internal expertise to train other staff, and sending one staff member to a course and asking them to pass the information on to others.  Others noted tightening the approval criteria for external training. 
Some of those interviewed noted a specific focus on new leadership development programmes but the survey found this was not widespread, with only 3% (n=4) doing so.  However, other studies have also found an emphasis on leadership development in the current economic climate. The Deloitte global survey of business leaders in May 2009
 also found that leadership/management development was an area of increased focus for the next 12 months for 42%, a big increase from their previous survey in March.
A few respondents saw the current climate as conducive to spending more time on training and development, as in a Business New Zealand survey
 in which more than half of those organisations with a skill shortage (38.5%) thought the current economic environment was an opportunity to upskill their workers for future business needs. Others had higher workloads as a result of the recession and less time for training and development.
A few respondents (9%) said there was more focus on recession-related topics such as resilience training, change management, and training in how to do more with less.
3.8
Looking to the future – an opportunity for innovation
Phone interviewees were asked how far ahead they were looking at the moment – whether they were planning and positioning themselves for an economic recovery, or if coping with the current situation was enough. Did the organisations see the current economic situation as an opportunity for innovation?  
Most said they remained future-focused, not just dealing with the current situation. For example, one respondent in the tertiary sector said, “We’re definitely planning for recovery. It’s a double-edged sword – we have to make it through the current situation but our restructuring has to transform how we operate, so we’re more flexible and nimble as an organisation. What we do has to be good for the recession and for the good times that follow.” 
One banking sector respondent said the downturn had forced his organisation to improve its performance, with positive implications for the future. 
Investing in training and development to help with staff retention and prepare for recovery was the main approach respondents were taking. This was consistent with the Deloitte study which found investing in training and development was predicted to almost equal redundancies as the top talent priority for the next quarter.
 
However, only 5% of those surveyed by the EEO Trust specifically mentioned training and development as a retention or motivation tool, and 17% said they had used career development as an employment option to help cope with the impact of the recession. Twice as many planned to do so in the next 12 months. This suggests that, rather than being a widespread practice, retention-focussed training and development might be being used by those organisations that are future-focused and see investment in staff as a source of competitive advantage when recovery comes.
Others interviewed were planning for the future by using the downturn to focus on innovation so they would be competitive when the recovery comes.  These included developing better and more cost effective ways of doing things and developing new products or services specifically to meet new needs resulting from the recession.

One person said, “The current economic climate has forced our leadership team to be more creative around problem solving. We are also able to focus more on our partnership with the Leadership Institute. The kind of leadership capability skills needed in tough times are different. For example, resilience, being able to communicate the message clearly, those who can engage teams, and be proactive rather than just supervisory, those with real people skills.” 

Most comments referred to having more time to focus on developing new and better ways of doing things, and also needing to do that in the current economic situation. 
An interviewee from the health sector noted that they had been working on innovative recruitment and retention approaches prior to the downturn because of the health skills shortage, and stressed the need to continue doing so. 

4.0
Conclusions
More than a year into this global economic recession and unemployment is predicted to continue to rise, but signs are emerging that organisations are beginning to look ahead and plan for the recovery. This EEO Trust research project found that employers with experience of flexibility and health and wellness initiatives see them as cost-effective ways to retain and engage staff and keep their businesses fit for the future.
The findings of this research project are consistent with other studies both here and overseas – a continued focus on valuing staff is needed through an economic downturn. 
The majority of respondents were relying on natural attrition as well as redundancies to reduce staff numbers. Attracting and retaining talent remained an issue for many organisations, despite a general improvement in retention and increased numbers of suitable applicants. Engaging staff remains a key people issue. 
Many respondents saw the recession as an opportunity for and driver of innovation. They were developing products or services to meet new needs created by the recession, improving customer service, building relationships, and taking the long view – working on, rather than in, the business.
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