Association of Executive Search Consultants

2009 AESC Executive Recruiting and Talent Managemen t Report

The Association of Executive Search Consultants (AESC) periodically surveys senior HR practitioners around the world to
gather data and opinions on the practice of senior executive recruiting and talent management.

The 2009 Executive Recruiting and Talent Management Survey, conducted from April to June, received 148 responses
worldwide; 65% from North America, 19% from Europe, 8% from Asia Pacific, 2% from Central/South America and 2%
from the Middle East (4% Other).

Forty-nine per cent of respondents represent companies with an annual sales volume of over U.S. $1 billion while 7%
work for companies where the annual sales volume is less than U.S. $5 million.

Summary

A significant proportion of companies continue to have in-house search departments (67%) although the 2009 survey
results show a slight reduction over 2007.

The volume of searches by in-house search departments is relatively low, with 49% conducting as few as 0-9
searches per year. However, 29% conduct 20+ searches and 22% conduct 10-19 searches per year.

56% of hiring managers expect their in-house searches to decrease in 2009 against 2008, mainly due to the
economic recession and the effect on budgets.

Senior hiring managers forecast that they will retain fewer search firms in 2009 than they did in 2008.

A third of hiring managers reported that 50-100% of their 2008 searches were conducted on a retainer basis.

Only 3% of hiring organizations work with one search firm as a long term partner, whereas 59% work with multiple
firms (but only when they have a specific search need).

The primary reason for working with search firms is to gain access to a broader talent pool and a diverse slate of
candidates, and secondly, when organizations don’t have the time or the resources to conduct the search in-house.
Ethics, reputation and professionalism are the most important criteria in selecting a search firm; these standards are
the cornerstones of AESC membership.

Half the hiring managers surveyed are happy with their relationships with search firms.

96% of hiring managers believe that the reputation of search firms is good to neutral.

Clients want search firms to deliver more transparency and regular status updates.

Close cooperation by the search firm is highly valued by clients of retained search.

The number one challenge for clients is finding candidates with the appropriate competencies.

Talent acquisition is not getting any easier: 35% say it is more difficult now than in 2007, 40% say that it's the same.
The General Management/Board of Directors function is seeing the greatest shortage of talent, as reflected in the
AESC’s mid-year member outlook survey where the General Management/CEO/COO function was expected to see
the greatest scarcity of talent during the second half of 2009, followed by Board of Directors and Finance and
Accounting/CFO.

Hiring managers predict that the U.S. will see the greatest shortage of talent in 2009, followed by China (voted as the
region to see the greatest scarcity of talent by AESC members in the 2009 mid-year outlook survey).
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Internal Executive Search Departments

Majority of Hiring Organizations Have In-house Recr  uiting Departments, Though Volume of Searches Low i n 2008
67% of respondents reported that their company has an in-house recruiting function for senior executive
appointments (a 5% fall from the 2007 figure of 72%).

Figure 1 - The volume of in-house recruiting is relatively low with 49% conducting as few as zero to nine searches
throughout 2008. However, 29% of organizations worked on 20 or more in-house senior searches last year.

Figure 1

How many executive searches (approximately) did your in-house recruiting team
perferm in 2008, whether cempleted or not?

- 09
- 1019
B 20 or maore

2009 Forecast - Decline in Number of In-house Searc  hes as Compared to 2008
56% of hiring managers surveyed expect their number of in-house searches to decrease this year compared to 2008.
Only 18% expect in-house searches to rise in 2009 and 26% expect “about the same” quantity as in 2008.
Figure 2 - Of those expecting their in-house searches to decline in 2009, 48% attribute this to a decreased budget.
The majority of “other” reasons specified were related to the global economic crisis.

Figure 2

If you expect in-house hes to d in 2009, is this:

Due to decreased budget

Other (please specify)

Due to positive
experiences with
executive search firms

Dueto decreased
internal capabilities

0% 10% 20% 0% 40% 50 %
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Use of External Search Partners

Searches Executed on a Retainer Basis in 2008
Figure 3 — Just over a third of hiring managers reported that, of the external searches conducted by search firms for
their organization in 2008, 50-100% were executed on a retainer basis.

Flg ure 3 Of the 2008 searches for which your company commissioned the help
of an external party, how many were executed on a retainer?

B Less than 257

s Mo external searches were
executed on a retainer
- 100%
- 50%

Ve did not commission
W the help of an

external party in 2008
- 25%
- 75

Hiring Organizations Commission Fewer Retained Sear  ches in 2009 than 2008
By the end of 2009, 78% of hiring organizations expect to have commissioned fewer retained searches than in 2008.
18% predict around the same number of external searches in 2009 as in 2008.
Only 4% expect to conduct more searches this year.

Reduction in Search Firm Mandates Primarily Due to Decreased Budget
Figure 4 — A decreased budget is the main factor behind the 2009 decline in searches.
Figure 4 — The economic recession was the most commonly specified reason in the “Other” option.
Figure 4 — Additional reasons for fewer search firm commissions included: “Combination of increased internal
capabilities, increased retention levels and [decreased] budget” - Asia Pacific, Retail

If you expect to commission less retained searches in 2009, is this:

Figure 4

Due to decreased budget

Other (please specify)

Duetoincreased
internal capabilities

Due to negative
experiences with
executive search firms
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Working with Search Firms

Majority of Hiring Organizations Work with Multiple

Figure 5

With multiple firms.
but only when we have a
specific search need

With multiple firms,
as long-term
consulting partners

Qther (please specify)

With one firm. as a long-term
consulting partner

Top Reasons Why Clients Choose to Retain Executive

Figure 6 Please indicate why you choose to retain an executive search firm for the recruitment of senior

To gain access to a broader talent pool and
a diverse slate of candidates

We retain a search firm when we don’'t have
the time/resources to conduct the search
internally

Search consultants have expertise in cross
border assignments

Search consultants provide objective
leadership guidance

We retain search firms to benefit from
ancillary services, such as leadership
consulting/succession planning

Retaining a search firm is more cost
effective than doing the search internally

The decision to retain a search firm is made
by our procurement department
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With one firm. but
only when we have a
specific search need

Search Firms

How do you work with retained executive search firms?

15.1%

0% 20% 40% 60 %

Search Firms...

executive positions (select top 3 reasons):

0% 20% 40 % B0 %
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Ethics, Reputation and Specialization Most Importan ~ t in Selection Criteria

Figure 7 Please indicate how important each of the following criteria are in
selecting a retained search firm.

The search firm's
reputation. methodology
and approach

The individual search
consultant's reputation,
methodology and approach

The search firm's

industry or functional

specialization

B Extremely Important

B Somewhat Important
B Mot Important

The search firm's
geographic reach

The search firm's record

on sourcing a diverse

slate of candidates

Member of the

Association of Executive

Search Consultants

The clarity of proposed

terms and conditions in

the retainer agreement

p . . I
The insurance of ethical and professional
consulting, including data privacy,
confidentiality, and off-limits policies

T T T 1
0% 20% 40% 60 % 80 % 100 %

Majority of Hiring Managers use Internal Metrics to Gauge Success of Search
66% of hiring managers surveyed use internal metrics to gauge the success of each executive search.

Figure 8 - The overall performance of the recruited candidate ranked as the top metric, followed by time to complete
and then time to first slate - with the remaining metrics rated equally.

Figure 8 Please indicate the importance of each of the following metrics.

Time to first slate
of candidates

Time to complete

Caost per hire B Extremely Important
B Somewhat Important
B Mot Important
Diverse slate
of candidates
Length of tenure of
recruited candidate

Cwverall performance of
recruited candidate

T T
0% 20% 40% 60 % 80 %
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Close Cooperation Highly Valued by Clients
81% agree that...Successful executive recruitment and retention depends on a close cooperation between HR and
external search firms.
52% agree that...Overall, | am happy with my relationships with retained executive search firms.
58% agree that...l understand the need for an exclusive relationship built around a clear retainer agreement.
48% agree that...l want to build longer term relationships with executive search firms.

96% Say the Reputation of Executive Search Firmsis  Good to Neutral
Figure 9 - Feedback included:
“l value the reputation of individual consultants more than the firm” — North America, Financial Services
“I think retainer firms need to become more agile and hands on with the research provided” — Europe, Manufacturing

Figure 9

| believe the rep ion of retai

search firms in general is:

. Good
. Neutral
I Bad

Clients Looking for More Transparency and Regular S tatus Updates

Figure 10 — “Other” responses on areas where search firms can improve included:
“More understanding to work within the organization’s methodology” - Europe, ICT
“Clearer communication with the candidate to provide greater clarity during the process and not build false
expectations” - North America, Services

Some areas in which | believe executive search firms could be doing better to serve the needs of

Figure 10 client organizations are:

More transparency
regarding their process 2

Regular status updates 529%

More value added services.
such as executive
coachingfon-boarding ass._.
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The War for Talent: Myth or Reality?

Finding Candidates with Appropriate Competencies is the Greatest Challenge
Figure 11 - One hiring manager commented: “Recent economy has resulted in many qualified executives to choose
from. The concern is when the economy changes, executives hired during this time will begin to search again to see
what is out there...” — North America, Public Safety

Figure 11 What are the most difficult issues you face in the recruitment of top executive talent?
gure (select top 3)

Finding candidates
that have the appropriate
competencies

Finding a sufficient
number of
qualified candidates

Megotiating attractive
compensation and

benefits packages

Finding candidates that

" 2847%
are willing to relocate

Addressing work/life
balance requirements
of candidates

Other (please specify)

20% 40 % 60 % 80 %

35% of Hiring Managers Find Talent Acquisition More Difficult Now than Two Years Ago, 40% Find itthe  Same
Figure 12 - Emphasizing the difficulty of talent acquisition, one hiring manager stated: “There are many more senior
level qualified or over qualified candidates applying for positions... too many to review...” — North America, Services

Figure 12

In terms of senior talent acquisition, how are you finding the process compared with two
years ago?

402%
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CEO Most Difficult Position to Fill Now and Two Yea  rs Ago

Respondents were asked which C-Level positions are the most difficult to fill today as compared to two years ago;
2009 results showed little change to 2007, with CEO rated the most difficult position to fill, followed by CFO, COO,

ClO and then CMO.

General Management/Board of Directors to See Greate st Talent Shortage in 2009

For which functions are you experiencing a shortage of talent? (check all that apply)

Figure 13

General Management/Board
of Directors

Engineering

Research & Development

Human Resources

Information Technology

Sales. Marketing. PR

Finance & Accounting

|
Professional Services 5
Other (please specify) 135%
Manufacturing/Materials
Management
T
15% 20% 25% 30% 3E%
U.S. to Experience Greatest Talent Shortage in 2009 , Followed by China
. In which of the following regions/countries do you expect to experience a shortage of talent in
Figure 14 20097 (check all that apply)
413%
Continental Europe
Other (please specify)
Russia
50 %

T
10% 20% 30% 40%
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The AESC thanks the International Association for Corporate & Professio nal Recruitment (IACPR) for

supporting the 2009 AESC Executive Recruiting and Talent Management Survey.

The International Association for Corporate & Professional Recruitment's (IACPR) mission is to provide the
senior-level recruitment community with opportunities to network, share best practices and build cutting-edge

expertise within a collaborative environment. The organization’s members are professionals whose current and

primary responsibilities are focused on executive-level talent acquisition and retention. www.iacpr.org

About The Association of Executive Search Consultan ts

The Association of Executive Search Consultants (AESC) is the worldwide professional association for retained executive search
consuting. The AESC promotes the highest professional standards in retained executive search consulting, broadens public
understanding of the executive search process, and serves as an advocate for the interests of its member firms. For more information,

or to download the AESC Code of Ethics and Professional Practice Guidelines, please visit www.aesc.org .

The AESC offers www.bluesteps.com , a career management service for senior executives, and http://corporateconnect.aesc.org _, a

service for the HR community offering industry information and tools to assist with senior executive recruiting, including access to the
AESC membership directory.

corporate
.;rBLUESTEPS Rl

Your Exclusive Resource for Expertise in Senior Executive Recruitment, Talent & Trends
Executive Candidates and Sources
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