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Executive
Summary
Why leadership must change now
Fuelled by the resources boom, the Australian economy has enjoyed an unprecedented 25 years of economic growth,
more than doubling in real terms over that period. But, now, the Australian economy is slowing. Productivity is sluggish,
employment growth is weakening, and consumer confidence is faltering. Many economists are now predicting an
extended period of slow economic growth and recovery.
Organisations need to adapt and adjust to this unfolding reality, improve
productivity and reduce costs. However, this is just one of a
number of critical challenges that Australia faces. Slower economic
growth globally has intensified competitive pressures. The rate of
technological change is accelerating and is having increasingly
disruptive consequences. Automation is destroying jobs at a faster
pace and is beginning to hollow out middle-skill jobs across sectors
as diverse as manufacturing, professional services and financial
services. Technological advances are leading to an unprecedented
rate of innovation in products and services, creating new sources
of competitive pressure – as well as enormous potential for future
growth, profitability and cost reduction. Technology is spawning a
new class of business models, which are disrupting established
ways of working and doing business – from Uber in the taxi industry,
AirBnB in accommodation services, and the emerging FinTech
sector, to the spread of online training in education services and an
array of service providers able to offshore increasingly complex work.
At the same time, organisations have contended with a seismic shift
in the competitive and regulatory environment - from competition
policy and consumer protection, to the decentralisation of industrial
relations and enterprise bargaining.
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These fundamental changes in the way organisations organise and
compete will impact Australian workplaces of all shapes and sizes –
small and large, private and public, for-profit and not-for-profit, and
across industries.
If Australia is to maintain national competitiveness and generate
growth and jobs, organisations need to navigate through a phase
of increased uncertainty and ambiguity, disruption and change.
To survive, organisations need to innovate and adapt, and to develop
new capabilities and new sources of growth.
A critical question is whether Australian organisational leaders are
ready to meet these new challenges. Or whether the extended
period of economic growth driven by the resources boom has made
Australian organisational leaders complacent and unprepared for
the future? Have Australian organisations invested adequately in
their leadership and management capabilities to navigate through
these complex and uncertain times? If not, will these various changes
have adverse and lasting effects on future growth and prosperity?
These questions have informed the surveys developed for this study.

If Australia is to maintain
national competitiveness
and generate growth
and jobs, organisations
need to navigate through
a phase of increased
uncertainty and ambiguity,
disruption and change

The Study of Australian Leadership
It is in this context that the Centre for Workplace Leadership
undertook the Study of Australian Leadership (SAL).
Supported by the Australian Government through the
Department of Employment, SAL is nationally significant for
a number of reasons.
It is the largest ever survey of leadership in Australia. Consisting
of five matched survey instruments, SAL surveyed almost 8,000
individuals across 2,703 organisations and 2,561 workplaces.
Respondents included senior leaders (such as CEOs), workplace leaders
and specialists (such as HR managers), frontline leaders and employees.
The size of this study also means that, for the first time, there is a
comprehensive and representative picture of leadership in Australian
organisations at different levels, which can be used to assess how
different aspects of leadership relate to workplace performance,
innovation and employee outcomes.
This study is also significant because it is the first major review
of leadership and management capability in Australia since the
Karpin Report in 1995, and the first workplace study undertaken
since the 1995 Australian Workplace Industrial Relations Survey.
Since then, the Australian economy has been transformed, and many
new challenges now confront organisational leaders. SAL provides a
thorough assessment of leadership and determines whether Australian
workplaces are well-placed to meet the many challenges they now face.
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For the first time, there is a
comprehensive and representative
picture of leadership in Australian
organisations at different levels

8,000
individuals

2,703
organisations

2,561
workplaces

Key findings from the Study of Australian Leadership
The impact of leadership and management on performance
SAL specifically addresses the global debate about the impact of leadership and management on performance.
The findings show the significance of leadership and management in shaping Australia’s future performance
and prosperity, as well as what behaviours and forms of training are most effective.
Specifically, the findings show:
1. Leadership matters in different ways at different
levels of the organisation
SAL confirms that the role leaders play varies considerably
at different levels of any organisation. At the most senior
organisational level, leaders play a critical role in scanning their
external environment, making sense of the many factors likely
to influence the competitive position of their organisation.
At the workplace level, leaders have a critical role in building
and maintaining efficient operations to meet targets and improve
performance. Frontline leadership matters most for employees,
shaping the experience of work and creating a positive climate
for innovation and performance.
2. Leadership and management matter for
workplace performance
Leadership matters for performance in a number of ways.
Leadership drives the development of core organisational
capabilities associated with meeting and exceeding targets,
performance relative to competitors and profitability.

3. Leadership and management matter for innovation
Innovation is a critical source of productivity growth and
competitiveness. SAL shows that workplaces with more capable
leaders are more innovative – regarding both incremental and
radical innovation performance. It also confirms the importance
of innovation for business performance.
4. Leadership and management matter for employee
engagement and talent management
One of the main reasons why leadership matters is because it
influences employee attitudes and behaviours. Positive attitudes
and behaviours translate into greater productivity and employee
creativity. SAL shows that leadership capability and efficacy are
related to a range of employee outcomes, including: employee
engagement, voice, creating a culture of learning and innovation,
trust and intentions to quit.
5. Investment in leadership capability pays
Investing in leadership matters for leader self-efficacy (a leader’s
belief in their ability to lead) and leadership capabilities.
Workplaces that invest in a range of leadership development
activities have more capable leaders with a stronger belief in their
ability to do the job. Both of these factors are associated with better
performance and more innovation.
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Radical innovation or incremental innovation?
Radical innovation relates to creating products and services
that go beyond what is expected by existing customers and
includes experimentation and a focus on new opportunities,
new markets or new ways of bringing products and services
to the market.
Incremental innovation relates to refining and improving
existing products and services. With incremental innovation,
the focus of development is often on improving efficiency,
increasing economies of scale (i.e. reducing costs) and
expanding existing markets.

Significant gaps and weaknesses in Australia’s leadership and management
SAL also reveals that Australian organisations should be concerned
about the state of leadership and management capability. The findings
reveal a pattern of mediocre leadership in many organisations that
will likely impair their capacity to shift to a knowledge economy and
impede their efforts to raise productivity.
Seven gaps and weaknesses stand out as areas of concern, painting
a worrying picture of the ability of Australian organisations to address
future challenges:
1. Many Australian workplaces are underperforming
A significant proportion of Australian workplaces – more than
40% – are not meeting their performance targets for return on
investment and profitability. Around one-third of workplaces
underperform against their sales targets.
2. Many Australian organisations do not get the basics right
Many leaders and managers are not mastering basic management
fundamentals such as performance monitoring, target setting and
the appropriate use of incentives. Mastery of these is important for
improved performance and better employee outcomes, above and
beyond leadership capabilities and self-efficacy.
3. Few Australian organisations report high levels of innovation
Innovation drives growth and productivity. Yet most organisations
struggle to turn knowledge and ideas into successful innovations.
Too few (18%) private sector organisations report high levels of
radical innovation. Surprisingly, public sector organisations were
more likely than private sector organisations to have reported
high levels on both types of innovation. However, findings show
those organisations that do innovate successfully achieve superior
performance outcomes.
4. Many Australian leaders are not well-trained for the job
Formal qualifications are not everything, but formal training
provides a foundation for the diverse skills associated with
leadership – from technical skills to solving problems and
managing change. One in four senior leaders in private sector
organisations has no formal training beyond secondary school.
The same goes for majority Australian-owned, and small or
medium-sized organisations.

5. Too many Australian organisations underinvest in leadership
development, especially at the frontline
SAL shows that investing in leadership development is positively
associated with leader capabilities and self-efficacy, which in
turn significantly betters workplace performance and innovation.
Yet the findings reveal that many workplaces do not invest in
leadership development at all, or invest very little. Those that do
invest in leadership development often spend in the wrong places.
SAL shows that investing in workplace and frontline leaders can
be effective in improving performance through better employee
outcomes and driving innovation. But recent evidence for the
Asia-Pacific region (including Australia) shows that for every
$10 spent on senior leaders, only $1 is spent on frontline leaders.
6. Leadership in Australian organisations does not reflect wider
social diversity
Diversity can be good for business performance. It can lead to
greater creativity and innovation, improvements in productivity,
as well as higher employee commitment and engagement at
work. Yet senior leadership in Australian organisations is
dominated by older men from English-speaking backgrounds.
Women, younger leaders, and leaders from non-English speaking
backgrounds are under-represented when compared to their
numbers in the broader population.
7. Many senior leaders do not draw on strategic advice in making
decisions about the future
Senior leaders play a critical role in scanning the external environment
and making sense of how external challenges are likely to influence
the organisation. Leaders cannot do this in isolation; they require
multiple sources of advice and information. Yet, the evidence
presented in this report shows that few senior leaders seek
advice from external sources, such as associations, consultants,
experts, or other senior leaders in their industry or elsewhere.
This leaves their organisations vulnerable to poor strategic insight
and decision-making, especially in the current environment marked
by disruption and uncertainty.
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Chapter Summaries
Chapter 1
The Study of Australian Leadership

Chapter 3
How Australian workplaces are performing

This chapter describes the methodology behind the Study of Australian
Leadership, and what is covered in this initial findings report.

SAL gathered extensive information on workplace performance,
including workplace leaders’ perceptions of their performance
and objective financial data to provide insights into differences in
performance. This chapter describes the attributes that set high
performing workplaces apart and provides evidence about the
link between workplace performance and employee outcomes.
Performance is calculated using a unique measure, OTAS-9 - a nineitem scale that creates an ‘overall target attainment score’ for each
workplace. The chapter compares high and low performers across
industries, sectors, and types of organisations and then examines
the particular attributes that separate these two categories of
performers. It also reports on how employee perceptions and
workplace performance outcomes are related.

This chapter places SAL in the broader context of what is known
about the role and importance of leadership in organisations.
Experts and scholars struggle to find a shared definition of leadership.
The chapter discusses different approaches and defines leadership
as ‘the process of influencing others to understand and agree about
what needs to be done and how to do it, and the process of facilitating
individual and collective efforts to accomplish shared objectives.’
SAL differentiates between three levels of leaders: senior leaders,
workplace leaders and frontline leaders. It also compares three
cohorts of leaders at each of these levels: young leaders, prime-age
leaders and ageing leaders.
The report examines the critical role leaders play in Australian
workplaces and in determining whether an organisation is able to
meet the challenges of a dynamic and competitive environment.
It shows the leader’s impact on an organisation’s ability to meet
its performance targets and the links with employee attitudes
and behaviours, such as intention to quit, trust, organisational
commitment, employee engagement and creativity.

Chapter 4
A profile of senior leaders in Australian organisations
SAL distinguishes between leaders at three organisational levels and
between single- and multi-workplace organisations. Senior leaders
are CEOs or directors (but can include other senior managers) in
both single and multi-workplace organisations. Workplace leaders
include senior managers (such as general managers or operations
managers) in workplaces that are part of organisations with more than
one workplace. This chapter reports on a profile of leaders across
different types of organisations and in different industries.

Senior leaders
Typically CEOs or directors, but can
include other senior managers such as
the Director of Human Resources.

Workplace leaders
General managers, operations
managers, or those with a similar title.

Frontline leaders
Any other individual at the workplace
level who has supervisory responsibility.
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Good leadership positively affects:

Chapter 2
Why leadership at work is important

Motivation
Financial Performance
Engagement
Job Satisfaction
Trust
Commitment
Quality
Effort Levels
Employee Turnover
Citizenship Behaviours

Chapter 5
Future leadership challenges

Chapter 8
Leading innovation

Senior leaders were asked to identify the most significant challenges
facing their organisation over the next five years, and how they are
responding to them. This chapter identifies key challenges and the
ways that senior leaders source advice in making critical decisions
and developing strategies to respond to these challenges.

Although innovation drives growth and productivity, the evidence
shows that Australian organisations struggle to turn knowledge and
ideas into successful innovation. This chapter reports on which work
practices are associated with the capacity to innovate. It shows how
leadership capability creates these conditions, and why improving
leadership and management capability is an imperative for innovation.

Chapter 6
Leadership and management fundamentals
Effective leadership requires the mastery of certain fundamentals
of management, including performance monitoring, target-setting,
and the appropriate use of incentives. The findings presented
in this chapter show that Australian workplaces have significant
room for improvement across all these areas. They also confirm that
workplaces with better fundamental management systems and
practices experience improved workplace performance and employee
outcomes, above and beyond other leadership factors.

Chapter 7
Leading people – the diffusion of high
performance work practices
This chapter explores how Australian organisations deploy HR and
work practices associated with better performance. It shows work
practices that improve performance are diffused across a significant
proportion of workplaces. However, the take-up of these practices
varies according to industry and workplace characteristics.

Chapter 9
Frontline leadership and employee outcomes
This chapter profiles frontline leaders in Australian organisations and
reports on employee perceptions of frontline leader effectiveness.
It then examines the relationship between the capabilities of frontline
leaders and outcomes for employees and performance.

Chapter 10
Developing leaders for the future
The number of leadership development programs has risen markedly
over the past decade, and the annual spend on leadership development
has also increased substantially. This chapter reports on how various
types of leadership development programs affect employee and
workplace outcomes, and provides suggestions around how
organisations should invest in leadership development
for the future.
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1

The Study of
Australian Leadership

1.1 Introduction
The Study of Australian Leadership (SAL) is the first in 20 years to ask whether Australia has the leadership capability
to meet future challenges. To do so, SAL looks in detail at the relationship between leadership and organisational
performance.
SAL is the first major leadership study since 1991, when the Australian
Government commissioned a report into the quality of leadership
and management in Australian business organisations. Chaired by
David Karpin, the commissioned Taskforce presented its final report
to government in 1995. Although SAL takes a different approach to
evidence gathering, it in effect seeks to address a similar question to
Karpin’s report: whether Australia’s organisational leaders have the
requisite skills and capabilities to meet the challenges of the twentyfirst century.
The Karpin Report, called Enterprising Nation, focused on whether
Australian management could meet the challenges associated with
the marked rise of the developing economies of Asia – dubbed the
‘Asian Century’ – and the gradual shift in the world’s economic centre
of gravity from Western Europe and North America to Asia.
The Asian Century posed many challenges for Australian businesses,
most of which remained dependent on domestic markets and insulated
from global competition. The Asian Century also created many new
opportunities for growth and expansion. The Karpin Report implored
Australian business leaders to take advantage of these new opportunities.
To adapt to this new environment, the report concluded, required
a marked improvement in the general quality of leadership and
management (Karpin, 1995: xiv-xv):

In the view of the Karpin Taskforce, few businesses had invested in
the leadership and management capabilities associated with best
practice. The gap between existing capabilities and best practice
existed across sectors and businesses of every size.
SAL asks the same question in today’s very different context.
While the challenges associated with our economic integration into
the growing Asian region are significant, it is now just one of many
challenges that businesses in Australia face as they negotiate a
rapidly evolving environment characterised by disruption, uncertainty
and complexity (Clayton & Overdorf, 2000).
This complexity and ambiguity is wrought by several factors.
More than ever, the Australian economy is integrated into the global
economy through the flow of goods and services, capital, technology
and people. Our economic prospects depend on fluctuations in the
world economy and Australian-based businesses face the continued
growth of competition, at home and abroad. Australia is at the
forefront of expanding trade through bilateral trade agreements with
the United States, Japan and, more recently, China. In 2016, Australia
was a signatory to the Trans-Pacific Partnership – or TPP – which
creates new trade opportunities with other Pacific nations1.

'Australian management must improve significantly in the next
decade if enterprises expect to even meet today’s world best
practice standards. There are only a few enterprises meeting
these standards, and the best Australian managers are equal to
the best in the world. However, the evidence… clearly indicates
that the majority of Australia’s managers do not have the
education or skill levels of those of the major trading nations.'

1
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For details, see dfat.gov.au/trade/agreements/tpp/pages/trans-pacific-partnershipagreement-tpp.aspx.

Whilst the challenges
associated with Australia’s
economic integration into the
growing Asian region remain
significant, it is only one of a
larger number of significant
challenges that Australian
businesses now face
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New technologies are having pervasive effects across industries –
accelerating the rate of innovation, enabling new business models
and integrating global value chains, as well as creating new
industries and occupations, and destroying or transforming old
ones. It is difficult to conceive from today’s vantage point, but at the
time the Karpin Taskforce undertook its investigation, the internet
was in its early stages of development. Few businesses had access
to the internet or viewed it as critical to their future survival.
An ageing population and changing social values are also changing
the way people work and their preferences around work and life.
Gender roles continue to change and the workforce is increasingly
diverse in many ways.
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Of the many ways we will respond to these challenges, improving
leadership and management is one of the most important. The quality
of leadership is a critical factor in enabling organisations to
understand complex problems, adapt, grow and compete. It requires,
for example, new approaches to strategic planning, locating new market
opportunities, and the ability to adapt and innovate, and to motivate and
engage a diverse workforce. It requires a re-investment in the skills and
capabilities of leaders and managers at every level of organisations to
increase existing skills and develop new ones that support innovation
and adaptation. SAL asks and answers the critical question of whether
our leaders and managers can meet these challenges.

1.2 The Study of Australian Leadership project

1.

An organisation screening and profiling questionnaire.

2.

A senior leader questionnaire.

3.

A workplace leader questionnaire, which included a component
intended to capture key characteristics of the workplace3.

4.

A workplace performance questionnaire.

5.

A frontline leader and employee questionnaire.

Organisation Screening & Profile

Senior Leader
(single site)

Senior Leader
(multi-site)
Workplace Leader

Workplace Performance Questionnaire

Employee Survey

Figure 1.1 outlines the sequence through which the survey instruments
were administered. A 'completed unit' is a workplace that completed
the first three of the five survey instruments listed above. A 'full suite'
workplace completed all five survey instruments.

2

The study distinguishes between ‘organisation’ and ‘workplace’. Organisation refers to
a distinct business or operational unit that accounts for its revenues and expenditures
and is responsible for a given set of outcomes. Workplace refers to one physical location
of a defined organisation or business unit. Organisations may operate at more than one
workplace, but in many cases, an organisation has a single location (single site).

3

In the case of organisations that comprised a single workplace or site, a streamlined version
of the senior organisation leader and senior workplace leader was administered.

Completed Unit

SAL involved gathering detailed information about leadership,
management systems and practices, attitudes and behaviours,
and outcomes for both employees and workplace performance 2.
The breadth of the information gathered posed challenges. To ensure
reliability and accuracy, a wide range of informants was surveyed,
from the most senior leaders, to workplace and frontline leaders, and
employees. In total, SAL used five survey instruments:

Figure 1.1 The sequence of SAL questionnaires

Full Suite

SAL is a nationally representative survey of Australian organisations.
This study was funded through the Commonwealth Department of
Employment and designed by the Centre for Workplace Leadership at
the University of Melbourne. The Social Research Centre conducted
the fieldwork on behalf of the Centre.
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Table 1.1

SAL response rates
Performance

Employee Survey

Employee Survey

Questionnaire

Upper Estimate

Lower Estimate

3,542

2,561

99,858

66,568

2,703

2,561

1,227

71.7%

72.3%

47.9%

Screening

Organisation

Workplace

13,852

3,768

Completed

3,768

Response

27.2%

Sample

4

There are several other patterns of response within SAL, for
example, multi-site senior leader responses without matching
workplace leader responses. For this report, however, the unit of
analysis is the workplace so the sample has been restricted to
completed units. Exceptions to this occur in Chapters 4 and 5, where
the responses of all multi-site senior leaders are included. 4

4

Initially 23,189 organisations were selected to participate in SAL however sample cleaning
and screening reduced this to an effective sample of 13,852. See the Technical Appendix for
further details.
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4,419
4.4%

6.6%

Table 1.1 provides a summary of the number of respondents approached
and responses achieved for each of the survey instruments. In the
case of employee responses, the nature of survey distribution makes it
difficult to know the number of employees invited to complete the Employee
Survey. Employee numbers are therefore presented as an estimate of
upper and lower bounds based on employee sample selection rules and
reported number of employees within responding workplaces.

1.3 What we asked
Each survey instrument sought to capture information about the role of leaders and managers at different levels of the
organisation – senior, workplace, and frontline. They contained common questions, as well as questions asked only of
respondents at each level.

Senior leader questionnaire

Workplace leader questionnaire

The first survey questionnaire targeted the organisation’s chief
executive officer, director, or senior leader with substantial decisionmaking responsibility and authority. This group of senior leaders
was asked to provide a profile of organisation characteristics, such
as the number of employees, industry, age, sector and ownership.
These items determined whether the organisation was ‘in scope’ for
the survey5.

For organisations operating more than a single workplace or site,
workplace leaders – typically the general manager or director of the
workplace – were asked to complete a separate survey.

Senior leaders were then asked about:
»»

Key characteristics of the external operating environment their
organisation faced.

»»

The degree to which the organisation had the appropriate
systems and practices to respond to challenges.

»»

The constraints they faced in responding to external challenges.

»»

Personal and organisational networks used to gain critical
insight into their external environment and strategy
development.

»»

Future challenges faced by the organisation.

»»

The extent to which the organisation was orientated towards
adapting to the external market or environment within which
they operated.

»»

An assessment of their own leadership capability and
satisfaction in their role.

»»

A series of demographic questions about themselves.

The workplace leader was asked to profile their workplace, providing
details such as age of workplace and composition of workforce
divided across gender and labour force status and then asked a range
of questions related to:
»»

The nature of the human resources strategy and associated
practices implemented at the workplace.

»»

Capabilities to learn from and respond to a changing
operating environment.

»»

An assessment of the capabilities of their frontline leaders.

»»

The nature of leadership development programs available
at the workplace.

»»

An assessment of their own leadership capabilities.

»»

A series of demographic questions about themselves.

Within each workplace, individuals were nominated to complete the
Performance Questionnaire and to distribute the Employee Survey.
In most cases, the workplace leader self-nominated for these tasks:
66% self-nominated to complete the Performance Questionnaire,
and 70% self-nominated to distribute the Employee Survey. Like the
senior leader, the workplace leader had the option to complete the
questionnaire by phone or online. Sixteen percent of respondents
completed the survey online.

The initial organisation screening and profiling questions were
asked via a telephone interview. Senior leaders could then complete
the remainder of the survey by phone or online. Of those that completed
the survey, 18% did so online.

5

Organisations with less than 5 employees or those organisations that operated in
Agriculture, Forestry or Fisheries were deemed out of scope and no further questions were
asked. The remaining in-scope organisations were then invited to continue in the survey. In
multi-site organisations the same criteria applied to workplaces.
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Frontline leaders and employees questionnaire

Workplace performance questionnaire

Frontline leaders and employees were surveyed using a common
instrument, which included additional items for frontline leaders.
Respondents to this questionnaire completed the survey online, but
had the option of receiving a hard copy of the survey to complete6.
Five percent of respondents completed this questionnaire as a
hard copy survey.

Respondents completing the Performance Questionnaire provided
information about the workplace’s performance across a range
of measures. Where practical, respondents provided details for the
2013-14 financial year. The questionnaire asked for information about:

This questionnaire asked respondents about:
»»

Their perceptions of human resources practices and how they
were applied.

»»

Revenues.

»»

Expenditures on wages and research and development.

»»

Profitability.

»»

Setting and achievement of performance targets.

»»

Employee engagement.

»»

Workplace performance relative to competitors in their industry.

»»

Organisational and leadership climate of the workplace.

»»

Innovation.

»»

The culture for engaging in learning and innovation.

»»

A variety of management practices.

»»

The extent to which conflict was a feature of relationships
between employees and within teams.

»»

The different types of employee voice and opportunities to
participate in decision-making.

Respondents were asked to complete the Performance Questionnaire
as an online survey, with the option of completing it as a telephone
survey. Three percent of respondents asked to complete it as a
telephone interview.

»»

Their intention to quit.

»»

A series of demographic questions about themselves.

In the case of frontline leaders – defined as individuals with line
management or supervisory responsibilities within the workplace –
additional questions were asked about:
»»

Their self-assessment of their leadership capabilities
(leader self-efficacy).

»»

Assessment of competence of individuals that reported to them.

6

All employees in small and medium workplaces were invited to complete the Employee
Survey; larger workplaces (200+ employees) could choose to invite all employees or a
20-25% sample. Instructions for randomly sampling were provided. Further details are
available in the Technical Appendix.
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1.4 This report
This report provides the initial findings from SAL. Not all questions
asked in these surveys are reported on here, and the analysis
presented is descriptive in orientation. The report uses the data to
provide a comprehensive profile of leaders working in Australian
organisations. It also explores the relationships between the attributes
of organisations and their leaders, performance outcomes and
employee attitudes.
The information in each chapter has been aggregated to a national
level using a weighting design. The details of this design can be found
in the Technical Appendix.

This first presentation of SAL data intentionally focuses on describing
the frequency and nature of the responses collected. The following
chapters reveal possible links between leadership, management
and performance. Further scrutiny will be given to each topic in the
coming months to determine causal relationships. These additional
studies will be available on the SAL website7. Researchers interested
in collaborative research using SAL data are encouraged to connect
with the Centre for Workplace Leadership.

7

workplaceleadership.com.au/sal
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2

Why leadership at
work is important

In this chapter, two questions are addressed. The first concerns how to define leaders, while the second focuses on
why leadership is important to organisations. To answer them, the chapter first delves into how to define leadership, its
relationship to management, and then which aspects of leadership matter the most.

2.1 What is leadership?
It is surprisingly difficult to find an agreed-upon definition of
leadership. There are hundreds of definitions in both the academic
and business literature. Two decades ago, leadership scholar,
Joseph Rost (1991), identified more than 200 distinct definitions
of leadership. Subsequently, this list has expanded exponentially.
Not surprisingly, this has resulted in a general confusion about what
leadership is and what it is not, and who is a leader and who is not.
To understand the definition of leadership adopted in the Study of
Australian Leadership, it is useful to address a number of distinctions
that have impeded efforts towards a unifying definition.

Leader or leadership?
Leadership literature over the twentieth century focuses on the
individual leader, a person in a designated role of authority and
responsibility over people and resources tasked to achieve particular
outcomes (Day et al., 2014). This conception of leadership helps
us understand the role individuals play in defining and shaping
relationships between leaders and their subordinates.
However, this approach has the implicit assumption that good
leadership is found in heroic individuals endowed with particular
traits or attributes that make them appealing to follow (Kellerman,
2012). This trait-based model of leadership has informed research,
both in academic and popular works, on individual leaders with
‘the right stuff’.
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Current leadership research focuses on particular leadership styles:
from transactional and transformational leadership, to authentic,
ethical and servant leadership. This line of research is plagued by a
growing catalogue of newly discovered styles and their consequences
for organisational outcomes. The problem is that the difference
between these styles is rarely spelled out. They typically present
a perspective on what leaders should ideally be and do, with little
connection to what leaders actually do or which of those traits
and behaviours correlate with leader effectiveness. This is more
problematic when researchers conflate aspects of leadership style
with consequences (van Knippenberg & Sitkin, 2013).
These problems have led scholars to suggest that we abandon
framing leadership in terms of styles, in favour of identifying the
essential behaviours or tasks of leadership and how these combine
to influence outcomes.
Yet another way of thinking about leadership, often referred to as
‘process models’ (Yukl, 2013), focuses on how individuals interact
with organisational systems – meaning the collective capability
endowed in groups of individuals and the systems and routines
they use to perform ‘leadership work’ (Pearce & Sims, 2002).
This work seeks to understand how leaders across a whole
organisation operating within complex environments can collectively
implement strategic change by establishing effective routines and
decisions that change the focus of behaviours (Denis et al., 2001).

It is surprisingly difficult to find an
agreed-upon definition of leadership

This approach is more insightful because collaborative, team-based
work has become more pervasive, and individuals play a lesser
role in shaping the behaviours of others. Acts of leadership are
more widely distributed; they require co-ordination, through
organisational systems, to make sense of external environments,
internalise the resulting knowledge, and translate it into action that
supports strategy (Krogh et al., 2012). In this context, followers are
not merely ‘recipients’ of leadership – a more traditional approach
to thinking about leadership. Rather, followers are ‘co-producers’ of
leadership in a more complex set of interactions between formallydesignated leaders and their followers, and among followers working
interdependently (in teams) with each other (Jackson and Parry,
2008; Dennis et al., 2012). This work also relies heavily on evidence
around what we know leaders do, and is less concerned with the
question of what we think leaders ideally ought to be and do.
For the purposes of this study, leadership encompasses both the
individual and collective (including organisational) aspects described
above. This enables us to capture how leadership works at different
levels of the organisation – at the senior level, and the workplace
and frontline levels. Interactions between leaders at these different
levels are an important, but often ignored, aspect of leadership within
organisations, especially at the frontline level (DeChurch et al., 2010).

Leadership versus management
An enduring question in the leadership literature is whether it is
useful to distinguish between ‘management’ and ‘leadership’. In the
classic outline of what managers do, Fayol (1929) identified the
following primary functions of management: planning, organising,
commanding, co-ordinating and controlling. From this perspective,
management is bound up with the authority invested in the role.
Over time, researchers have used ‘leading’ in place of several of
these functions. This makes leadership one element performed
by managers, and involves the act of inspiring others and creating
opportunities for followers to realise their own potential as individuals.
For example, Mintzberg (1973) identifies leadership as one of ten
behaviours that are part of the manager's role (Figure 2.1).
For some researchers, leadership is a distinctive role separate
from management, both in terms of their attributes and the work they
do (Goleman, 1998). In a classic statement of the difference between
management and leadership, Kotter (1990: 103) argues that:
‘leadership and management are two distinctive and
complementary systems of action. Each has its own function and
characteristic activities. Both are necessary for success in an
increasingly complex and volatile business environment.’
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Figure 2.1 Mintzberg’s Managerial Roles

Managerial Roles
Information
processing roles

Decision-making
roles

Interpersonal
roles

Disseminator
Monitor

Entrepreneur
Disturbance handler

Liason
Figurehead

Spokesperson

Resource allocator
Negotiator

Leader

Source: Adapted from Mintzberg (1973)

The core task of management, according to Kotter, is coping with
‘complexity’, while leaders cope with ‘change’. Each role requires
goals, creating capacity and implementation. However, managers
and leaders achieve these in different ways (Figure 2.2).
Some researchers take this distinction further, arguing that leadership
and management are completely different, and are not performed by
the same people (Porr, 2010). While the focus of managers is on ‘getting
things done’, leadership involves taking a long-term perspective,
identifying future challenges, making sense of what these challenges
mean for the organisation, and understanding how it needs to adapt.
This view focuses on the two-way, dynamic relationship between
leader and follower rather than a one-way, top-down authority vested
in managers (Yukl, 2013).
The approach in this study views management and leadership as
distinct, but interconnected, tasks and processes, which may or
may not involve the same individuals. Most scholars agree that
good management involves effective leadership, and that these two
processes are inter-related in complex ways (Northouse, 2016).
Leaders typically do a range of management tasks – some centred
on the technical, while others are related to strategy. Most leaders
are also followers of someone else (such as the chair of the board)
just as most managers are followers of higher-level managers. Not all
managers are leaders, and some managers may have no followers.
A subordinate with effective leadership skills may have substantial
influence over their co-workers, and possibly over their manager.
Additionally, if a manager is an ineffective leader, their subordinates
are unlikely to be their followers.

Figure 2.2 Management versus leadership

Role

Core responsibility

Means of accomplishing the task

Managers

Setting goals (monthly/annual)

Establishing plans and budgets

Leaders

Setting direction (longer term)

Establishing a vision for the future

Implementing the plan

Organising and staffing through structure and jobs

Mobilising support for the vision

Aligning people and communicating

Accomplishing the plan

Controlling and problem solving

Realising the vision

Motivating and inspiring people to move in the right direction

Managers
Leaders
Managers
Leaders
Source: Adapted from Kotter (1990)

The definition of leadership used in this study
This study worked from a widely accepted definition of leadership
drawn from Gary Yukl (2013: 23). He defines leadership as:
'…the process of influencing others to understand and agree
about what needs to be done and how to do it, and the process
of facilitating individual and collective efforts to accomplish
shared objectives.'
This definition encompasses a broad range of tasks and processes
intended to influence and motivate others at work. This includes
influencing the organisation’s objectives and the ways to achieve
these objectives, as well as building commitment to these
objectives and getting work done. It also involves building
group identity and cohesion through team and workplace culture
(Yukl, 1989). Depending on the organisation’s approach to work,

these tasks may be bound to formal managerial responsibilities
or distributed among peers who do not relate as manager and
subordinate. It also encompasses the individuals and the systems
in place that enable influence over tasks and processes to be widely
distributed throughout the organisation.
The focus of this report is on the role of particular groups of leaders
– those in formally designated roles of authority within organisations
at three levels: senior, workplace and frontline. These individuals
represent the core of an organisation’s leadership capability, but do
not constitute it in entirety. Leadership may be exercised by those
with no designated authority. However, to focus our inquiry, the role
of these other types of leaders within organisations is not examined.
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2.2 Leadership tasks
As the definition above implies, it is difficult to specify
exactly what leaders do. Specific tasks depend on the
many ways in which leadership could be exercised.

external environment, identifying new opportunities and risks, and
deciding how these opportunities and risks should be approached.

A key concern of this study is to explore leadership tasks at different
levels of the organisation: senior level, workplace level and frontline
level. Within this schema, leadership tasks and processes are closely
associated with formal management roles.
Whatever the level of leadership, the evidence suggests effective
leaders exercise a range of conceptual, interpersonal and technical
skills. The nature of the mix and level of skills required varies across
different levels of leadership (Figure 2.3) according to the degrees of
complexity, ambiguity, breadth, and time horizon of the issues.
Senior leaders require a broader range and higher level of skills than
those at workplace and frontline levels. They face the complex tasks
involved in strategic planning, liaising with external stakeholders (such
as shareholders, unions, community representatives and governments),
monitoring and making sense of the broad and often ambiguous

Such tasks are strategic in nature (Shoemaker et al., 2013), and require
high levels of conceptual, interpersonal and technical understanding of
the organisation and its environment. Typically, senior leaders operate
in a context of uncertainty and ambiguity, actively analysing the external
environment (sensemaking), interpreting available information and its
consequences for the organisation’s future, and setting direction for
management and employees (sensegiving).
Workplace leaders face less ambiguity in the sense that they operate
within the parameters of the senior leaders' strategic decisions.
Leadership at the workplace level relies on interpersonal capabilities
to establish coherent goals and coordinate activities across different
units and teams. Workplace leaders also promote organisational
culture and values, and influence frontline leaders and employees.
The technical skills of workplace leaders play a significant role in
translating strategy into systems and practices.

Figure 2.3 Leadership skills for different levels of management

High

Conceptual

SKILL LEVEL REQUIRED

Interpersonal

Technical

Low
Frontline

Workplace

LEADERSHIP LEVEL
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Senior
Source: Adapted from Yukl (2013: 161)

Frontline leaders manage people and implement operations.
They set individual goals and motivate others to ensure targets are met.
Many frontline leaders also occupy technical roles, working closely
with employees.
Circumstance can also shape the tasks that leaders undertake at
different levels of the organisation. Heifetz and Laurie (1997), for
example, distinguish between routine and adaptive situations.
Where routine situations require leaders to accomplish tasks within a
stable operating environment, adaptive situations require the capacity
to lead organisations and people through a process of change (Figure 2.4).

This study focuses on how leaders understand and adapt to their
operating environment. For senior leaders, this is how they
understand their external environment, the constraints they face in
meeting these challenges, and their belief in their ability to lead
(leader self-efficacy). At the workplace level, this is how internal
systems, routines and practices are deployed to implement strategy.
Here, the focus is on leaders’ abilities to deploy high performance
management practices, and other human resource practices, as well
as systems for learning and adapting to meet external challenges.
At the frontline level, the key is frontline leaders’ relationships with
employees, and the extent to which employees feel engaged and able
to contribute in productive ways.

Figure 2.4 Leadership responsibilities: technical versus adaptive situations
Situation
Responsibility

Technical or responsive

Adaptive

Direction

Define problems and provide solutions

Identify the adaptive challenge and frame key questions and issues

Protection

Shield the organisation from external threats Let the organisation feel the external pressure within a range it can stand

Orientation

Clarify roles and responsibilities

Challenge current roles and resist pressure to define new roles quickly

Managing conflict

Restore order

Expose conflict or let it emerge

Shaping norms

Maintain norms

Challenge unproductive norms

Source: Adapted from Heifetz and Laurie (1997)
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2.3 Why leadership matters
All research on organisational leadership seeks to
understand why and how it matters. This area of research
has proved contentious and difficult to draw definitive
conclusions from.
Surprisingly, there are still few studies that provide concrete evidence
on the link between leadership and organisational outcomes
(DuBrin, 2013). Although the evidence indicates that leadership has
important consequences for both employees and organisational
outcomes (Avolio et al., 2009), it depends who, and over what issues,
leadership is being exercised, as our discussion of the role of leaders
at different levels would imply (Yukl, 2008). Many researchers have
in fact suggested that leadership is becoming increasingly critical
for organisational performance – especially the ability to innovate
and adapt to a dynamic and external environment (Eisenhardt, 1989).
However, others highlighted that the large investments made by
organisations in leadership development may be misdirected – both
in terms of the training content and the choice of leaders involved
– and have limited impact on their effectiveness as leaders or on
organisational performance (Pfeffer, 2015).
The traits and behaviours of individual leaders have been linked to
a range of outcomes, including job satisfaction, motivation, trust,
commitment, engagement and psychological empowerment, effort
levels, citizenship behaviours, turnover, and creativity. Recent work
explores ‘destructive leadership’, which arises where poor-quality
relationships between leaders and followers result in negative
consequences (Krasikova et al., 2013). These negative behaviours
occur as an expression of resistance to leaders or retaliation to
leadership practices perceived as harmful to employees.
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Across a wide range of studies, leadership is found to have both
positive and negative consequences for team dynamics and
outcomes, including communication, learning, effectiveness, conflict
and conflict resolution, and support for team creativity and emergent
leaders (Morgeson et al., 2010).
At the organisational level, leadership is also linked to a range of
outcomes, including productivity, innovation, customer satisfaction,
quality and financial performance. These outcomes are found across
different leadership styles and practices.
Despite the consistency of links between leadership and a wide
range of positive and negative outcomes, the mechanisms that
generate these outcomes are not well understood. This is partly due
to problems with the ways leadership is measured, and is especially
clear in studies examining links between leadership styles and
various outcomes.
This study reports on the links between facets of leadership at
the senior, workplace, and frontline levels, with different types of
outcomes connected to leadership at each of these levels. At the
senior leader level, the focus is on understanding the link between
leadership and organisational performance. At the workplace level,
leadership is closely linked to management systems and practices.
In contrast, frontline leadership is expected to be associated with
employee outcomes such as employee engagement, innovation
and intentions to quit.

This study reports on
the links between
facets of leadership at
the senior, workplace,
and frontline levels,
with different types of
outcomes connected
to leadership at each
of these levels

3

How Australian
workplaces are performing

The Study of Australian Leadership enables the most comprehensive examination of the relationship between workplace
leadership and workplace performance in 20 years. This chapter reports on how Australian workplaces are performing.
It looks at how performance varies according to fixed attributes of workplaces, such as industry, and other attributes
that are able to be influenced by leaders, such as adaptability to market conditions. The analysis describes the distinctive
attributes of high- and low-performing workplaces. Understanding how performance differs between workplaces is critical to
assessing the role of leadership – at strategic, operational and frontline levels – in driving productivity growth and innovation.

3.1 Measuring workplace performance
To find a valid and reliable performance measure for Australian workplaces, three important issues were considered:
»»

Inclusiveness: ‘Performance’ means different things for different workplaces. Sales and profits are relevant for commercial enterprises,
but have little meaning for non-profit and government entities. SAL includes all types of workplaces. To generalise about Australian
workplace performance, a measure is needed that includes the outcomes relevant in non-profit and government settings.

»»

Subjectivity: Some performance measures rely on rankings or assessments of change. For instance, leaders may be asked how their
workplace performs when compared to competitors. Such measures depend on the quality of respondents’ information, which is difficult
to assess. Workplace leaders may not know how well their competitors are performing in certain areas, such as customer satisfaction.
Subjective performance measures are more reliable when information is available to respondents, and when there is a reasonable
expectation that they are well-informed.

»»

Framing: Performance is complicated by expectations. This issue applies even when using quantifiable measures, such as sales.
Imagine that Firm 1 increases its sales by 5% and Firm 2 by 3%. Firm 1 might be regarded as the superior performer. But what if Firm 1’s
chief executive officer had forecast an 8% sales increase? Now, the 5% growth result seems disappointing. Performance metrics are more
informative when they relate outcomes to expectations.

These considerations informed the assessment of workplace performance: the key measure used here is success in meeting targets.
This is inclusive, as it encompasses multiple different targets. Only those targets that apply for a particular workplace are used to assess its
performance. Workplace leaders’ views about meeting targets are well-informed, as they are evaluating their own workplace. And success
in meeting targets takes account of expectations. Success and failure are not assessed in absolute terms, but relative to the goals each
workplace has set.
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Key Findings
»»

Our workplaces do not perform uniformly well across
all measures, or across all parts of the economy.

»»

Performance is better in relation to customer
satisfaction and employee outcomes than in relation
to sales and profits. Two out of every five Australian
workplaces don’t meet their profit target.

»»

Of the factors that workplace leaders can influence,
the most important is ‘integrating’ capacity.
High-performing workplaces are better at combining
individual knowledge into new operational capabilities.

»»

High-performing workplaces have more committed
and engaged employees, suggesting that employee
satisfaction is another important ingredient in
workplace success.

3.2 Success in meeting performance targets
Workplace leaders answered questions about ‘the extent to which
your workplace exceeded, met, or did not meet’ nine separate targets:
1.

Volume of sales

2.

Unit labour costs

3.

Total costs

4.

Profits

5.

Return on investment

6.

Customer or client satisfaction

7.

Labour productivity

8.

Labour turnover

9.

Absenteeism

Figure 3.1 Performance against workplace targets

For each item, workplace leaders answered on a three-point scale:
1.

‘Did not meet target.’

2.

‘Met target.’

3.

‘Exceeded target.’

Workplace leaders could say that a particular target was not applicable
or not measured in their workplace, and could also ‘prefer not to say’
for any item. Generally, items referring to more universal performance
targets (e.g. customer satisfaction) had more responses than those
referring to narrower targets (e.g. profits or return on investment).
The analysis begins by asking how successful workplaces are at
meeting the performance targets. This can be represented as the
percentage of all workplaces meeting or exceeding each target, as
in Figure 3.1. There are some significant differences in performance,
depending on which target is considered.
Almost all workplace leaders (97%) say they are meeting or exceeding
their target for customer satisfaction. However, only two-thirds (66%)
think that their workplace is meeting its sales target. Even fewer of the
workplaces that have a profit target are meeting it (57%).
These differences show that Australian workplaces are not performing
consistently well in all target areas. It appears that many with a
commercial focus are not successfully translating high customer
satisfaction into equally high levels of sales and profits.

LABOUR
TURNOVER
88%

ABSENTEEISM
85%

LABOUR
PRODUCTIVITY
84%

UNIT LABOUR
COSTS
81%

TOTAL
COSTS
78%

VOLUME
OF SALES
66%

PROFITS
57%

RETURN ON
INVESTMENT
57%

Percentages of Australian workplaces meeting or exceeding their performance
targets. Workplaces that did not have a particular target were excluded (e.g. publicsector workplaces that did not measure profit).

The news is better when it comes to employment relations and human
resource management practices. More than 80% of workplace leaders
say their workplaces are meeting targets for labour productivity, wage
costs and absenteeism. While there is still room for improvement, these
results suggest that problems with clients and employees are not
responsible for workplaces under-performing their sales and profits targets.
The Australian economy was in a subdued state during 2015, and some
workplaces may have set overly-ambitious targets given that climate.
Workplace performance differs markedly by industry1. Figure 3.2
illustrates the extent of this by showing industry differences in
achieving sales and profits targets. Workplaces in two industries –
Manufacturing, and Professional, Scientific and Technical Services –
are the least likely to be meeting their sales targets. These industries
are exposed to global competitive pressures from the rapid emergence
of research and production capacity in low-cost Asian countries.
In contrast, workplaces operating in localised service industries
– including Construction, and Health Care and Social Assistance –
are more successful in meeting their sales targets.
1
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CUSTOMER
SATISFACTION
97%

Selected industries are included, for which there are adequate numbers of responses to
enable comparisons

A different picture emerges for profit targets in Figure 3.2. In all but
one industry (Administrative and Support Services), profit targets
are reached less often than sales targets. But the gap between these
outcomes is much wider in some industries than in others, with
low performance in Retail Trade, and Accommodation and Food
Services. Changing consumer spending patterns, spurred by better
online platforms, continue to squeeze profit margins for many retail
and hospitality businesses. Buyers and sellers increasingly transact
online, through platforms such as retailer Etsy and accommodation
provider Airbnb, where new entrants have low capital requirements

and near-zero production costs. Established players in these markets,
such as department stores and hotels, are susceptible to disruption
from a range of new technology-assisted business models.
Sales and profits are a useful starting point for understanding
workplace performance, but these are not the only outcomes that
workplaces seek to maximise. Some place equal or greater value
on customer satisfaction, employee retention, and other outcomes.
To cover this, a single comprehensive measure of workplace
performance was developed: the overall target attainment score.

Percentage of workplaces that met or exceeded this target

Figure 3.2 Success in meeting targets for sales and profits, by (selected) industry
90
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Profits
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Percentages of Australian workplaces meeting or exceeding their sales and profits performance targets in selected industries. Workplaces that did not have these targets were
excluded. Industries with less than 50 workplace respondents are not shown.
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3.3 Overall target attainment score
A broad measure of workplace performance was created
by combining workplace leaders’ responses to all the
questions about meeting targets.
The average score for each workplace was calculated, using whichever
of the nine performance targets were measured and applicable
for it 2. The resulting variable is referred to as an overall target
attainment score (‘OTAS-9’). It provides the basis for the remaining
comparisons of workplace performance in this chapter, and in later
chapters of this report.
Figure 3.3 summarises the OTAS-9 responses. Like the original nine
items, it has a range from 1 to 3, with higher scores meaning better
success in meeting targets. There is a good spread of values: the lowest
10% of scores are below 1.5 (on average, not meeting targets) and the
highest 10% of scores are above 2.5 (on average, exceeding targets)3.
To understand which workplace attributes are associated with high
and low performance, the OTAS-9 values were divided into four
groups of equal size (quartiles) and then grouped into categories.
Workplaces in the bottom quartile are ‘low’ performers, the next two
quartiles are ‘middle’ performers, and those in the top quartile are
‘high’ performers. The cut-off points for these three categories are
shown in Figure 3.3.
Table 3.1 shows how workplaces with different characteristics are
distributed across these three performance categories. The figures
add up to 100% across each row. For instance, the first row of Table
3.1 shows results for private-sector incorporated workplaces.
Within this group, 24% of workplaces are low performers, 51% are
middle performers, and 25% are high performers. The right-hand
side column of Table 3.1 shows whether the results for a given type of
workplace are significantly different from others in its group. In this
case, private-sector incorporated workplaces are no different in their
performance from workplaces with other types of legal status.

2

There is strong statistical support for this approach. The composite performance measure
has a high reliability (Cronbach’s alpha = 0.75) and the items load onto a single factor
accounting for 80% of the observed variance.

3

The OTAS-9 values are not quite normally distributed, as shown by the overlaid normal plot
in Figure 3.3. However, there is no significant skewness in their distribution.
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Figure 3.3 Overall target attainment score
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Histogram of workplaces’ overall target attainment scores, with normal
distribution plot overlaid.

Two observations can be made about the results in Table 3.1. First, there
are few significant differences in performance. There are no differences
according to workplace size, ownership status, or whether the workplace
is part of a multi-site organisation. Taken separately, these attributes
are not major drivers of – or impediments to – workplace performance.
Second, the attributes that do matter are more useful in avoiding
poor performance than enabling high performance. For example,
compared to private-sector workplaces, government workplaces are
much less likely to be low performers, but they are no more likely
to be high performers. A similar conclusion applies to many of the
industry differences in Table 3.1. For example, workplaces in Public
Administration and Safety are less likely than workplaces in other
industries to be low performers, but they are no more likely to be high
performers. One other difference is worth highlighting: workplaces
in the Accommodation and Food Services industry are significantly
under-represented among high performers, with only 13% of them in
the high category. Given that this industry is a large employer, there
would be significant economic payoffs from raising the performance of
its struggling workplaces and pushing its current middle performers
towards greater innovation and excellence.

Table 3.1

Attributes of Australian workplaces, by overall target attainment score

%

Overall target attainment score
Low

Middle

High

Sig. diff?

Legal status of organisation
Private, Incorporated

24

51

25

Private, Unincorporated

29

55

15

No
No

Government

6

64

31

Yes

Ownership status, private sector only
Wholly Australian-owned

26

51

23

No

Some foreign ownership

20

49

32

No

Single

28

51

21

No

Multi

22

51

28

No

Small (5 to 19 employees)

26

52

22

No

Medium (20 to 199 employees)

22

47

31

No

Large (200 or more employees)

27

51

22

No

Single/multi-site

Workplace size

Workplace age
Less than 5 years

28

37

36

Yes

5 to less than 10 years

23

59

18

No

10 to less than 20 years

26

50

24

No

20 years or more

25

52

24

No

Industry
Mining

27

47

26

No

Manufacturing

38

38

24

No

Electricity, Gas, Water and Waste Services

20

62

18

No

Construction

19

50

31

No
No

Wholesale Trade

31

49

20

Retail Trade

22

60

17

No

Accommodation and Food Services

30

58

13

Yes

Transport, Postal and Warehousing

27

52

22

No

Information Media and Telecommunications

18

49

34

No

Financial and Insurance Services

33

25

43

Yes

Rental, Hiring and Real Estate Services

12

67

20

Yes

Professional, Scientific and Technical Services

34

41

25

No

Administrative and Support Services

25

44

31

No

Public Administration and Safety

7

81

13

Yes

Education and Training

12

64

24

Yes

Health Care and Social Assistance

12

65

23

Yes

Arts and Recreation Services

9

62

29

Yes

Other Services

30

41

29

No
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3.4 Separating high and low performers
The next step in the analysis involved looking at whether particular
attributes are associated with workplaces in the high- and lowperforming groups. Rather than comparing workplace attributes one
by one, regression equations were estimated, which test whether a
particular attribute matters statistically after controlling for the effects
of other variables. For instance, are government workplaces any more
likely to be high performers, once differences in workplace size, age,
and industry are removed?
Some additional variables are included beyond those shown in Table
3.1. It is of particular interest whether there are actions that leaders
can take to improve workplace performance. Such ‘modifiable’ factors
include workforce composition, responsiveness to market changes,
and leaders’ self-rated leadership competence.

High-performing workplaces
The analysis begins with high-performing workplaces; those in
the top 25% of OTAS-9 scores. Table 3.2 compares these highperforming workplaces to all others in the sample. The results show
the effect of each trait – such as workplace age or size – on the
probability of high performance, and whether that effect is significant.
Two regression models were estimated: one including only the
‘fixed’ workplace attributes from Table 3.1, and another that includes
additional modifiable attributes. Most of the estimates are percentage
changes in the probability of a workplace being a high performer4.
Aside from the impact of industry (which individual leaders cannot
change), few traits emerge as significant determinants of high
performance. Controlling for other differences, workplaces in multisite organisations are more likely than single-site workplaces to
be high performers. Neither workplace size, nor workplace age, is
independently associated with the probability of high performance.
What about the things that leaders can control? Workplace leaders
were asked about a set of ‘dynamic capabilities’, including how well
the workplace reads its operating environment (‘sensing’), whether
new ideas and practices are readily adopted (‘learning’), and how well
individual workers co-ordinate their activities (‘integrating’).
The most important of these in Table 3.2 is integrating: highperforming workplaces are better at combining individual knowledge
into new organisational capabilities. ‘Integrating’ is measured on a fivepoint scale. All else equal, a one-point increase on the integrating scale

4

For instance, the value of 0.066 on the first row implies that younger workplaces (those
operating for less than five years) are more likely than older workplaces (20 or more years,
the reference group) to be high performers. In this case, the difference is not statistically
significant.
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is associated with an 8.9% increase in the probability of a workplace being
a high performer. Interestingly, in terms of leaders’ self-rated leadership
competence, there are no significant differences in Table 3.2.

Low-performing workplaces
The results look quite different when considering low-performing
workplaces (Table 3.3). There are more statistically significant effects,
and the regression model explains more of the variation in the data.
The presentation of the results is the same as in Table 3.2, except the
comparison is now between low-performing workplaces and other
workplaces in the sample. The regression results show the effect size
and significance of each trait on the probability of low performance.
All but one of the significant effects is negative, meaning that these
variables are associated with a reduced probability of low performance5.
Of the fixed attributes, significant effects are evident for legal status,
number of worksites, and industry. Government workplaces are much
less likely to be low performers than incorporated entities of similar
size and age (by 14%). Workplaces in multi-site organisations are
less likely to be low performers than single sites (by 9-10%).
And, compared with Manufacturing (the reference group), several
industries are significantly less likely to have low-performing
workplaces, including Education and Training, Health Care and Social
Assistance, and Arts and Recreation Services (by 10-16%).
Of the modifiable workplace attributes, the most important in reducing
the probability of low performance are ‘learning’, ‘integrating’, and
‘ambidexterity’. Again, the strongest predictor is the ability to integrate.
All else equal, a one-point increase on the integrating scale reduces
a workplace’s probability of low performance by 13%. Integrating is
thus the only variable with benefits on both sides: improving this
capability seems to reduce low-performance risk, while boosting highperformance potential. Compared to integrating, the effects of learning
and ambidexterity are smaller but still significant. Ambidexterity is
a measure of whether a workplace can simultaneously meet current
demands and remain adaptive to future demands.
After controlling for other workplace attributes, there is again no
significant evidence of individual leader competence effects.
These effects are examined further in Chapter 10.

5

The one exception is the dynamic capability of ‘sensing’, which is (unexpectedly) positively
correlated with low performance.

Table 3.2

Probit regression results for determinants of high workplace performance
Fixed traits
Coef.

Fixed & variable traits

Stat. sig.

Coef.

Stat. sig.

Workplace age (ref: 20 or more years)
Less than 5 years

0.066

5 to less than 10 years

0.046

0.066
0.032

10 to less than 20 years

0.007

0.009

Organisation legal status (ref: Incorporated)
Unincorporated

-0.065

-0.091

Government

0.052

0.061

Multi-site organisation

0.082

***

0.076

*
**

Workplace size (ref: 5-19 employees)
Medium (20-199 employees)

0.010

0.014

Large (200 or more employees)

0.005

0.027

Industry (ref: Manufacturing)
Mining
Electricity, Gas, Water and Waste Services
Construction

0.010

-0.011

-0.091

-0.111

0.051

0.038

Wholesale Trade

-0.049

-0.040

Retail Trade

-0.059

-0.048

Accommodation and Food Services

-0.128

Transport, Postal and Warehousing

-0.060

-0.033

0.074

0.054

Information Media and Telecommunications
Financial and Insurance Services
Rental, Hiring and Real Estate Services

0.192

*

*

-0.118

0.159

-0.037

-0.037

Professional, Scientific and Technical Services

0.001

0.004

Administrative and Support Services

0.071

0.074

Public Administration and Safety

-0.117

Education and Training

0.006

-0.011

-0.030

-0.047

Health Care and Social Assistance

*

-0.134

Arts and Recreation Services

0.019

0.012

Other Services

0.022

0.023

**

Variable workplace attributes
Organisation has a governing board

--

0.022

Share of employees that are female

--

0.000

Share of employees that work remotely

--

0.000

Dynamic capabilities scale: Sensing

--

-0.034

Dynamic capabilities scale: Learning

--

0.024

Dynamic capabilities scale: Integrating

--

0.089

Ambidexterity scale

--

-0.018

--

0.027

Leadership competence
Self-confidence scale
Self-management scale

--

0.002

Behavioural flexibility scale

--

-0.015

--

-0.023

Interpersonal understanding scale
N observations
Pseudo R-squared

1140

1094

0.031

0.041

Note: Statistical significance is denoted as: *** p<0.01; ** p<0.05; * p<0.1. The coefficients are reported as marginal effects.
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Table 3.3

Probit regression results for determinants of low workplace performance
Fixed traits
Coef.

Fixed & variable traits

Stat. sig.

Coef.

Stat. sig.

Workplace age (ref: 20 or more years)
Less than 5 years

0.061

0.035

5 to less than 10 years

-0.022

-0.032

10 to less than 20 years

0.006

0.004

Organisation legal status (ref: Incorporated)
Unincorporated

-0.004

Government

-0.135

***

-0.143

0.011
***

Multi-site organisation

-0.097

***

-0.091

***

Workplace size (ref: 5-19 employees)
Medium (20-199 employees)

-0.016

-0.019

Large (200 or more employees)

0.043

0.016

Mining

-0.040

0.043

Electricity, Gas, Water and Waste Services

-0.036

0.002

Construction

-0.080

-0.063

Wholesale Trade

-0.035

-0.008

Retail Trade

-0.085

-0.061

Accommodation and Food Services

-0.053

-0.038

Industry (ref: Manufacturing)

Transport, Postal and Warehousing

-0.018

0.014

Information Media and Telecommunications

-0.087

-0.058

Financial and Insurance Services

-0.098

-0.060

Rental, Hiring and Real Estate Services

-0.147

Professional, Scientific and Technical Services

-0.032

***

-0.117

**

Administrative and Support Services

-0.076

Public Administration and Safety

-0.114

**

-0.083

Education and Training

-0.142

***

-0.103

Health Care and Social Assistance

-0.150

***

-0.102

*

Arts and Recreation Services

-0.163

***

-0.134

***

Other Services

-0.044

-0.005

Organisation has a governing board

--

-0.041

Share of employees that are female

--

0.000

Share of employees that work remotely

--

0.000

Dynamic capabilities scale: Sensing

--

0.061

Dynamic capabilities scale: Learning

--

-0.048

*

Dynamic capabilities scale: Integrating

--

-0.134

***

Ambidexterity scale

--

-0.058

**

0.021
-0.023
**

Variable workplace attributes

Leadership competence
Self-confidence scale

--

0.045

Self-management scale

--

-0.007

Behavioural flexibility scale

--

-0.015

Interpersonal understanding scale

--

0.053

N observations

1140

1094

Pseudo R-squared

0.075

0.124

Note: Statistical significance is denoted as: *** p<0.01; ** p<0.05; * p<0.1. The coefficients are reported as marginal effects.
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3.5 How workplace performance relates to employee outcomes

Three employee outcomes are analysed:
1.

Organisational commitment.

2.

Employee engagement.

3.

Intention to quit.

Each of these measures consists of multiple statements, to which
respondents indicate their agreement on a five-point scale. Higher
values indicate stronger agreement. Organisational commitment and
employee engagement are scored positively, while intention to quit
captures negative sentiment, reflected in a preference to leave either
the job or the employer 7.
These three employee outcomes are compared between low-, middle-,
and high-performing workplaces, as earlier defined. If employee
outcomes are related to workplace outcomes in the expected ways,
high-performing workplaces should have employees with higher
average levels of commitment and engagement, but lower intentions
to quit.
The results, in Figure 3.4, align with expectations. In high-performing
workplaces, employees do have higher levels of commitment and
engagement than in other workplaces. The low and middle performers
are no different from each other. Hence, the high-performing workplaces
stand apart. Their employees also have slightly lower intentions to
quit in Figure 3.4, but this difference is not statistically significant.

6

Employees’ responses are averaged within each workplace. Workplaces without any
matching employees are excluded from this part of the analysis.

7

Intention to quit was not asked of employees with supervisory responsibilities (i.e., frontline
leaders).

Figure 3.4 Comparison of employee outcomes in workplaces
with different performance
5

Scale from 1 (strongly disagree) to 5 (strongly agree)

Do differences in workplace performance have any association with
employee experiences? The matched survey design of SAL allows this
to be examined by linking employees to their workplaces6.

Low performers
Middle performers
High performers
4.12

4
3.63

4.16

4.28

3.78
3.61

3

2.22

2

1

Organisational
commitment

Employee
engagement

2.22

2.10

Intention
to quit

Average employee outcomes

None of these associations amount to causal evidence. High-performing
workplaces may instil a sense of commitment in their employees,
but more committed and engaged employees may also drive higher
performance. Both effects are likely to operate to some extent.
The relationship between leadership and employee outcomes is the
focus of Chapter 9.
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A profile of senior leaders in
Australian organisations

Senior leaders play an influential role in an organisation’s future. Yet the international research indicates that many
individuals fail to make the transition from operational to senior leadership roles. While much is known about the profile
of senior leaders in publicly listed companies, very little is known about senior leaders in non-listed companies or those
in senior workplace roles.
The Study of Australian Leadership provides a snapshot of senior leaders and workplace leaders across private and
public sector organisations. The data is used in this chapter to create, for the first time, a comprehensive profile of senior
leaders operating at all levels, across all types of organisations and industries. This analysis fills an important gap in our
understanding of the background and capabilities of Australian leaders and managers.

4.1 Demographic profile of senior leaders
SAL differentiates between leaders working at three levels of the
organisation: the organisation level, the workplace level, and the
frontline level (Box 4.1). This chapter focuses on senior leaders and
workplace leaders, who completed different, but matched, surveys.
In single-site organisations, the senior leader and workplace leader
surveys were integrated and answered by the same person.
The two surveys asked questions relevant to their differing role as
leaders. For senior leaders, the survey focused on:
»»

Assessing the external environment.

»»

Challenges and competitive pressures.

»»

External constraints faced in meeting these challenges.

»»

Sources of strategic advice.

»»

Organisational capabilities to respond to the pressures and
challenges that the organisation faced.

Workplace leaders were asked, by contrast, to provide an assessment of:
»»

Internal capabilities of the organisation to operate effectively.

»»

Their own capabilities to lead the workplace operation.

At both levels, senior leaders assessed their leadership self-efficacy –
or belief in their own ability to lead.
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Box 4.1

Comparing organisational,
workplace & frontline leaders

This box provides summary definitions of who were recruited as
key respondents for each of these three surveys.
Senior leaders included individuals who occupied a senior
position and had authority to commit the organisation to
complete all survey instruments. These were typically CEOs or
directors, but in some instances were other senior managers
such as the director of human resources.
Workplace leaders were nominated by the senior
organisational leader as the most senior manager in the
workplace. These individuals included general managers,
operational managers, or those with a similar title.
Frontline leaders were identified as any other individual
at the workplace level who had supervisory responsibility.

Key Findings
»»

The leadership of Australian organisations is less
diverse than Australian society at large. Women,
young leaders, and leaders from non-English speaking
backgrounds are under-represented relative to their
shares of the broader population.

»»

Australia’s senior leadership tier is ageing. Over half
of senior leaders in multi-site organisations are aged
55 years or over, whereas workplace leaders are
generally younger: 43% are under 45 years of age.
Our organisations must take succession planning
seriously, to ensure that younger workplace leaders
are ready for more senior roles.

»»

Around three-quarters of Australian leaders are born
in Australia, and most of those born elsewhere are
from English-speaking backgrounds. Senior leaders in
smaller, private-sector organisations are more likely to
be from ethnically-diverse backgrounds.

»»

Senior leadership ranks remain male-dominated. Four
out of five senior leaders in multi-site organisations
are men. At the workplace level, one in three leaders
are women, but this remains well below the broader
female population share. Too few women are taking
up, and staying in, leadership roles.

»»

A high proportion of leaders – one in four – has no
qualification beyond secondary school. Education
levels are highest for leaders in large organisations,
foreign-owned organisations, and in the public
sector. While formal education is not the only path to
leadership, it remains an important foundation for a
range of critical skills.

These two surveys also collected demographic information about
leaders and characteristics of the organisation and the workplace.
In this chapter, a summary profile of senior leaders and workplace
leaders is presented. These leaders are categorised into three groups:
»»

The starting point is to understand the basic demographic characteristics
of these leaders. This analysis assesses whether senior and workplace
leaders’ characteristics are common across all organisations, or
whether their profiles vary by industry, organisation size, and other
characteristics.

Individuals leading more complex, multi-site organisations
(‘senior leaders – multi-site organisations’).

»»

Individuals leading single-site organisations (‘senior leaders –
single site organisations’).

»»

Individuals engaged in senior leadership roles at the workplace
level in multi-site organisations (‘workplace leaders’).

Table 4.1

Table 4.1 presents summary information of the demographic profile
for the three groups of leaders. Results are presented for men and
women separately, by age cohort, place of birth, whether a language
other than English (LOTE) is spoken at home, their educational
attainment and how long they have worked at the organisation.

Demographic profile of senior leaders
MULTI-SITE ORGANISATIONS
Senior leaders (%)
All

Male

SINGLE-SITE ORGANISATIONS

Workplace leaders (%)
Female

All

Senior leaders (%)

Male

Female

All

Male

Female

Age group
Young leaders

16.8

14.6

26.8

43.0

42.7

43.7

24.1

23.0

26.9

Prime-age leaders

31.6

31.7

31.4

37.1

35.9

39.6

32.9

32.7

33.5

Ageing leaders

51.6

53.7

41.8

19.9

21.4

16.7

43.0

44.4

39.5

Gender
Male

82.1

67.0

70.7

Female

17.9

33.0

29.3

Place of birth
Australia

75.0

73.1

83.8

78.7

79.0

78.0

76.3

75.6

77.9

United Kingdom

6.8

6.0

10.5

8.0

7.5

9.2

8.6

8.4

9.1

New Zealand

2.0

2.4

0.2

4.0

4.3

3.3

3.9

3.0

6.2

North America

0.1

0.1

0.1

0.6

0.6

0.5

0.5

0.6

0.2

South Africa

1.6

2.0

0.0

0.4

0.6

0.0

1.1

1.3

0.6

Europe

6.3

6.8

3.7

4.0

4.1

3.9

2.9

3.7

0.9

Asia

4.0

4.7

1.0

2.2

1.9

2.9

4.3

4.4

4.0

Middle East

0.2

0.2

0.6

0.6

0.5

0.6

0.8

1.0

0.2

Other

4.1

4.9

0.0

1.6

1.6

1.6

1.7

2.0

0.8

10.9

12.2

4.9

8.9

8.0

10.8

11.1

12.1

8.9

LOTE at home
All
Educational attainment
Did not complete school

10.6

10.9

8.8

10.5

11.7

8.0

10.0

9.3

11.5

Completed secondary school

15.8

14.2

23.5

14.8

14.3

15.9

14.3

14.3

14.3

TAFE / Technical certificate

18.1

17.3

21.8

30.4

29.9

31.3

34.1

34.4

33.3

Bachelor's degree

36.8

38.1

30.5

29.6

29.6

29.3

32.0

31.1

34.4

Master’s degree

18.1

18.8

15.0

14.0

13.6

15.0

8.7

9.9

5.9

0.7

0.7

0.4

0.8

1.0

0.4

0.9

0.9

0.7

PhD
Organisational tenure
<1 Year

2.5

2.4

2.6

8.7

8.7

8.6

1.0

0.8

1.6

1-2 Years

1.7

2.0

0.4

8.8

8.8

8.8

3.4

3.8

2.3

2-5 Years

6.3

7.0

3.2

21.7

22.1

20.7

7.2

6.6

8.8

5+ Years

89.6

88.6

93.8

60.8

60.3

61.9

88.3

88.7

87.4
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4.2 The ageing of senior leadership in Australian organisations
The findings in relation to age show a distinct trend: Australian
leaders are ageing. Three age cohorts are defined for this analysis:

Differences in age profile of senior
leaders by industry

»»

Young leaders – under the age of 45 years.

»»

Prime-age leaders – between 45 and 54 years.

»»

Ageing leaders – 55 years or over.

The age profile of senior leaders differs by industry (Table 4.2).
In most industries, single-site organisations have an ageing cohort
of senior leaders. On average, more than 40% of these leaders
are in the ageing group, and a further one-third of them are in the
prime-age group. The Accommodation and Food Services industry
deviates most from this general pattern, with a more balanced ageing
profile across the three leader age groups. Health Care and Social
Assistance also has a substantial proportion of young leaders.

As expected, the age profile of leaders is skewed – the more senior
the role, the higher the proportion of ageing leaders, and the fewer
who are young. In multi-site organisations, 52% of senior leaders
are in the ageing group, and 17% are young. This compares with
43% and 24% of senior leaders in single-site organisations. At the
workplace level, this pattern is reversed: 43% of workplace leaders
are young, and just 20% are ageing. The proportion of prime-age
leaders is similar across the three groups.

In multi-site organisations, the overall age profile of senior leaders
is similar to single-site organisations: most leaders are prime-age
or ageing, and relatively few are young. The main exception is the
Rental, Hiring and Real Estate Services industry, where almost half
of senior leaders are young.
The ageing profile of senior leaders in multi-site organisations is offset
by a younger cohort of workplace leaders. This suggests that most
multi-site organisations will be able to manage the effects of workforce
ageing by developing and promoting their younger workplace leaders.

Table 4.2

Age profile of senior leaders by industry
MULTI-SITE ORGANISATIONS
Senior leaders (%)

SINGLE-SITE ORGANISATIONS

Workplace leaders (%)

Young

Prime- age

Ageing

Young

Prime-age

Ageing

Mining

19.5

50.4

30.1

*

*

*

28.2

28.5

43.3

Manufacturing

25.5

43.0

31.4

36.0

44.3

19.7

18.5

31.1

50.4
72.0

Electricity, Gas, Water

Young

Prime-age

Senior leaders (%)

Ageing

*

*

*

*

*

*

14.0

14.1

Construction

5.0

48.6

46.4

*

*

*

21.5

50.0

28.4

Wholesale Trade

6.7

24.7

68.6

31.3

30.1

38.6

25.0

22.1

52.8

9.4

19.0

71.6

56.4

29.5

14.1

18.6

26.6

54.8

Accommodation & Food

Retail Trade

33.8

22.8

43.4

42.4

42.8

14.8

36.3

30.1

33.6

Transport, Postal & Warehousing

30.9

28.5

19.4

52.1

36.2

43.9

19.9

23.4

45.8

Information Media & Telecommunications

*

*

*

*

*

*

17.2

30.7

52.1

Financial & Insurance

*

*

*

*

*

*

23.1

40.9

35.9

48.8

20.5

30.8

*

*

*

17.7

33.2

49.0
43.2

Rental, Hiring &Real Estate
Professional, Scientific & Technical

16.0

57.7

26.3

30.2

40.7

29.1

26.8

30.0

Administrative & Support

22.2

23.5

54.3

70.3

15.7

14.0

21.1

37.9

41.0

Public Admin & Safety

12.0

37.6

50.4

25.7

57.9

16.4

23.6

32.3

44.1

Education & Training

21.1

34.1

44.8

33.7

40.5

25.8

27.2

24.3

48.5

2.4

39.5

58.1

34.4

41.1

24.5

31.9

19.0

49.1
43.4

Health Care & Social Assistance
Arts & Recreation

*

*

*

*

*

*

22.4

34.2

Other

26.6

57.0

16.4

38.7

45.6

15.7

12.2

45.2

42.6

All

16.8

31.6

51.6

43.0

37.1

19.9

24.1

32.9

43.0

Note: Asterisks denote suppressed values. Results are not reported where there are fewer than 30 responses.
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4.3 The gender representation gap in senior leadership roles
Women are under-represented among senior leaders at both the
organisational and workplace levels (Table 4.1) across both singleand multi-site organisations. However, women are better represented
in senior leadership ranks in single-site organisations than in
multi-site organisations, and at the workplace level compared to the
organisation level.
In multi-site organisations, more than three-quarters (82%) of senior
leaders are men, compared to 71% of senior leaders in single-site
organisations. Women are slightly better represented at the workplace
level, where they account for one-third of workplace leaders.
More women than men fall into the young leader category across all
three groups of leaders (multi-site, single-site, and workplace).
This difference is largest among senior leaders in multi-site
organisations, and smallest among their workplace leaders. In multisite organisations, more than one-quarter (27%) of female senior
leaders are young, compared with 15% of men. At the workplace
level, the difference is much smaller: 44% of women compared with
43% of men. In single-site organisations, 27% of female senior
leaders are young, compared with 23% of men. Optimistically, these
results may reflect a changing pattern of women’s representation
among the ranks of senior leaders. However, the results are also
consistent with the pessimistic proposition that women leave, or are
simply not promoted into, senior leadership roles.

The gender representation gap by organisational
characteristics
Table 4.3 reports differences in the gender profile of leaders by a
number of organisational characteristics.
There are some differences in gender representation between public
and private sector organisations. Within multi-site organisations, the
proportion of senior leaders who are women is slightly higher in the
public sector than in the private sector (24% versus 18%).
At the workplace level, the difference between public and private sector
organisations is more pronounced. While one in three workplace
leaders are women in multi-site private sector organisations, the
figure is closer to half (48%) in multi-site public sector organisations.
There are notable differences between majority Australian- and
majority foreign-owned organisations. At all levels of leadership,
majority foreign-owned organisations are much less likely to have
female leaders. In both single- and multi-site organisations, senior
leadership roles are more than five times as likely to be filled by
women if the organisation is majority Australian-owned.
Organisational size and age are also associated with differences in the
gender profile of leaders, but the patterns are mixed. In both singleand multi-site organisations, women are more likely to occupy senior
leadership roles in small and medium-sized organisations than in
large organisations. Women are also more likely to hold leadership
roles at the workplace level in younger organisations.

The gender representation gap by industry
Across industries, there are large differences in gender representation
at all three leadership levels. In multi-site organisations, almost one
in five senior leaders (18%) are women, but the proportion is close
to zero in several industries: Construction (0.3%), Wholesale Trade
(0.7%), and Transport, Postal and Warehousing (4.1%). In single
site organisations, almost one in three senior leaders (29%) are
women, but again several industries have decidedly low proportions,
including Information Media and Telecommunications (8.2%) and
Mining (9.9%). Conversely, some industries have especially high
female representation in senior leadership and workplace leadership
roles, most notably Health Care and Social Assistance. In a further
two industries, women outnumber men in workplace leadership roles:
Education and Training (58.8% female) and Accommodation and
Food Services (55.2%).
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Table 4.3

Gender profile of senior leadership, organisation characteristics and industry
MULTI-SITE ORGANISATIONS
Senior leaders (%)
Men

SINGLE-SITE ORGANISATIONS

Workplace leaders (%)

Women

Men

Senior leaders (%)

Women

Men

Women

Sector
Private

82.2

17.8

67.5

32.5

70.8

29.3

Public

75.6

24.4

51.9

48.1

69.9

30.1

Majority Australian-owned

81.2

18.8

64.9

35.1

70.1

29.9

Majority foreign-owned

97.2

2.8

81.0

19.0

94.4

5.6

Ownership

Organisation size
Small

81.6

18.4

57.8

42.2

69.8

30.2

Medium

81.5

18.5

74.2

25.8

75.2

24.8

Large

89.2

10.8

63.3

36.7

83.9

16.1
28.3

Organisation age
<5 Years

91.9

8.1

*

*

71.7

5-10 Years

60.9

39.1

60.1

39.9

68.7

31.3

10-20 Years

91.4

8.6

62.3

37.7

68.0

32.0

20+ Years

84.1

15.9

68.6

31.4

72.5

27.5

Mining

86.7

13.3

*

*

90.1

9.9

Manufacturing

91.5

8.5

89.0

11.0

81.2

18.8

*

*

*

*

37.5

62.5

Construction

99.7

0.3

*

*

75.4

24.6

Wholesale Trade

99.3

0.7

84.3

15.7

79.5

20.5

Retail Trade

77.1

22.9

65.0

35.0

69.8

30.2

Accommodation & Food

87.4

12.6

44.8

55.2

61.8

38.2

Transport, Postal & Warehousing

19.2

Industry

Electricity, Gas, Water

95.9

4.1

87.3

12.7

80.9

Information Media & Telecommunications

*

*

*

*

91.8

8.2

Financial & Insurance

*

*

*

*

80.7

19.3

Rental, Hiring & Real Estate

73.2

26.8

*

*

80.6

19.4

Professional, Scientific & Technical

82.8

17.2

75.1

24.9

87.4

12.6

Administrative & Support

67.0

33.0

64.1

35.9

63.9

36.1

Public Admin & Safety

84.6

15.4

71.0

29.0

81.0

19.0

Education & Training

54.7

45.3

41.2

58.8

55.4

44.6

Health Care & Social Assistance

65.5

34.5

31.6

68.4

32.9

67.1

*

*

*

*

74.0

26.1

Other

77.4

22.6

70.6

29.4

61.3

38.7

All industries

82.1

17.9

67.0

33.0

70.7

29.3

Arts & Recreation

Note: Asterisks denote suppressed values. Results are not reported where there are fewer than 30 responses.
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4.4 Educational qualifications of leaders
There are many ways to acquire the skills and capabilities
needed to be an effective leader, but completing formal
qualifications remains one of the most important methods,
delivering specialist technical knowledge, and conceptual
and analytical tools.
Yet the summary results on leaders’ educational attainment in
Table 4.1 show a surprisingly high proportion of leaders without any
post-school qualifications: around one-quarter of the leaders in all
three groups.
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Educational qualifications by industry
Leaders without post-school educational qualifications are more
common in some industries (Table 4.4). Among senior leaders in
multi-site organisations, high proportions are not qualified beyond
secondary school in the following industries: Transport, Postal and
Warehousing Services (62.8%), Wholesale Trade (48.3%), and
Retail Trade (45.2%). This is also true of senior leaders in single-site
organisations in the industry of Electricity, Gas, Water and Waste
Services (68.0%). At the other end of the education spectrum, the
‘knowledge industries’ – Education and Training, and Professional,
Scientific and Technical Services – contain many senior leaders with
tertiary-level (undergraduate and postgraduate) qualifications. In general,
senior leaders in multi-site organisations are the least likely to have
completed a TAFE/technical course as their highest qualification.

Table 4.4

Educational qualifications of senior leaders by industry
MULTI-SITE ORGANISATIONS
Senior leaders (%)
Secondary
or less

TAFE/
technical

Bachelor’s
degree

SINGLE-SITE ORGANISATIONS

Workplace leaders (%)
Postgraduate

Secondary
or less

TAFE/
technical

Bachelor’s
degree

Senior leaders (%)
Postgraduate

Secondary
or less

TAFE/
technical

Bachelor’s
degree

Postgraduate

Industry
Mining

9.6

10.4

61.6

18.3

*

*

*

*

19.1

23.6

39.7

17.6

16.4

22.6

27.5

33.5

23.8

28.1

27.8

20.3

31.0

39.1

25.4

4.4

*

*

*

*

*

*

*

*

68.0

9.6

13.5

8.8

Construction

16.9

56.7

24.2

2.1

*

*

*

*

22.9

58.4

15.7

3.0

Wholesale Trade

48.3

15.0

28.7

8.0

35.8

21.0

35.8

7.5

34.1

10.4

33.8

21.7

Manufacturing
Electricity,
Gas, Water

Retail Trade

45.2

8.1

36.2

10.5

34.1

41.3

21.9

2.6

24.0

39.5

27.4

9.2

Accommodation
& Food

38.9

7.1

45.3

8.7

33.1

47.1

17.0

2.7

30.5

36.3

28.6

4.6

Transport, Postal
& Warehousing

62.8

15.6

16.1

5.5

36.7

37.1

24.3

1.9

39.6

38.0

20.4

2.0

Information
Media &
Telecommunications

*

*

*

*

*

*

*

*

29.4

11.7

29.4

29.5

Financial &
Insurance

*

*

*

*

*

*

*

*

8.9

32.1

44.2

14.8

Rental, Hiring &
Real Estate

25.2

45.1

24.1

5.5

*

*

*

*

35.2

39.1

14.5

11.2

Professional,
Scientific &
Technical

15.8

8.3

46.9

29.1

24.9

13.0

36.0

26.2

7.0

18.2

62.5

12.3

Administrative &
Support

2.1

20.5

62.9

14.5

25.4

31.8

38.5

4.4

29.1

36.8

17.9

16.1

Public Admin &
Safety

8.6

14.2

49.1

28.1

7.1

22.3

52.2

18.4

32.2

31.1

26.8

9.9

Education &
Training

4.8

1.7

46.3

47.1

1.6

23.0

21.5

53.9

4.1

11.4

51.4

33.1

Health Care &
Social Assistance

1.5

19.0

31.7

47.8

9.4

21.4

34.5

34.7

12.3

19.2

54.5

14.0

Arts & Recreation

*

*

*

*

*

*

*

*

33.2

22.8

28.7

15.3

Other
All industries

5.3

41.4

18.3

35.0

12.2

38.0

43.0

6.8

25.6

44.3

26.4

3.7

26.4

18.1

36.8

18.8

25.3

30.4

29.6

14.8

24.3

34.1

32.0

9.6

Note: Asterisks denote suppressed values. Results are not reported where there are fewer than 30 responses.
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Educational qualifications by organisational characteristics
The proportion of senior leaders with high-level qualifications also
increases in line with organisational size, especially in multi-site
organisations. Around three-quarters (75.6%) of senior leaders in
large, multi-site organisations have a tertiary qualification, compared
with only around half (49.2%) of their counterparts in small, multi-site
organisations. The same pattern is present among senior leaders in
large and small single-site organisations, although the differences
are less pronounced (53.6% versus 40.0%). Among workplace
leaders, there are generally smaller differences in leaders’ educational
attainment by organisational size. The main difference is that workplace
leaders in large and medium-sized organisations are more likely than
those in small organisations to have a TAFE/technical qualification.

Table 4.5 reports differences in the qualifications of leaders by
selected organisational characteristics. Differences are apparent,
for example, between senior leaders in public and private sector
organisations. Senior leaders in the public sector are much more
likely to hold high-level qualifications than their counterparts in
the private sector. At all leadership levels, public sector leaders are
at least twice as likely as private sector leaders to have earned a
post-graduate qualification. And they are much less likely to have
completed their education in secondary school. The low level of
formal education among some Australian leaders is an essentially
private sector phenomenon.
Similar differences exist between leaders in Australian and foreignowned organisations. Senior leaders and workplace leaders in
majority foreign-owned organisations are consistently more highly
qualified than leaders in majority Australian-owned organisations.
Among senior leaders, the proportions with postgraduate
qualifications are around twice as high in majority foreign-owned
organisations compared with organisations that are majority
Australian-owned. And among workplace leaders, a much higher
proportion of those working in majority foreign-owned organisations
have an undergraduate degree (47.0%) compared with those working
in majority Australian-owned organisations (26.1%).
Table 4.5

The qualifications profile of senior and workplace leaders is also
related to organisational age. In multi-site organisations, the pattern
for senior leaders is reasonably clear: those who lead younger
organisations are more likely to have high level qualifications than
those who lead older organisations. In single-site organisations,
however, there are fewer clear patterns. Irrespective of their
organisation’s age, between one-fifth and one-quarter of these
leaders do not have post-school qualifications, while around one
in ten have postgraduate qualifications.

Educational attainment of leaders, by organisational characteristics
MULTI-SITE ORGANISATIONS
Senior leaders (%)
Secondary
or less

TAFE/
technical

Private

26.8

Public

5.2

SINGLE-SITE ORGANISATIONS

Workplace leaders (%)

Bachelor’s
degree

Postgraduate

Secondary
or less

TAFE/
technical

Bachelor’s
degree

18.3

36.7

18.3

7.0

40.7

47.1

25.9

30.4

6.3

28.2

28.2

19.0

35.7

17.2

28.6

5.5

6.9

51.9

35.7

12.0

Senior leaders (%)
Postgraduate

Secondary
or less

TAFE/
technical

Bachelor’s
degree

Postgraduate

29.5

14.2

24.6

34.0

32.0

9.4

32.6

32.9

2.7

37.9

36.5

22.8

30.4

26.1

14.9

25.0

34.1

31.8

9.1

30.3

47.0

10.8

7.7

33.1

39.4

19.9

Sector

Ownership
Majority Australian
Majority foreign
Size
Small

31.1

19.6

34.1

15.1

28.6

19.5

35.7

16.2

24.2

35.7

30.9

9.1

Medium

23.4

18.0

38.8

19.8

26.1

33.0

24.5

16.4

24.3

25.8

38.1

11.8

Large

15.8

8.6

40.5

35.1

23.4

31.5

32.3

12.8

24.9

21.6

27.0

26.6

Organisation age
<5 Years
5-10 Years

5.5

37.7

15.4

41.3

*

*

*

*

27.7

35.6

28.2

8.6

20.1

15.8

42.7

21.4

10.8

39.1

33.1

17.0

19.7

38.1

33.8

8.3

10-20 Years

27.2

17.7

25.0

30.2

29.3

31.8

30.3

8.6

24.4

29.9

33.0

12.7

20+ Years

29.1

17.5

39.6

13.9

26.4

29.4

29.7

14.5

24.9

35.5

31.3

8.4

Note: Asterisks denote suppressed values. Results are not reported where there are fewer than 30 responses.
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4.5 Ethnic and cultural diversity among leaders
Understanding the ethnic and cultural diversity of today’s
workforce and its leadership ensures that our workplaces
achieve favourable organisational and societal outcomes.
As well as upholding principles of equality, management
and leadership that are culturally inclusive have performance
benefits (Andrevski et al., 2014). Further, it is important that
organisations are inclusive at all levels of their hierarchy (Ely
& Thomas, 2001; Olsen & Martins, 2012).

Compared with the public sector, the private sector is more likely to
employ senior and workplace leaders from Asia and the Middle East,
although their overall numbers remain small. For example, 4.7% of
all private sector workplace leaders are born in Asian and Middle
Eastern countries, compared with 0.5% of public sector workplace
leaders. Private sector workplace leaders are more likely than their
public sector counterparts to speak a language other than English at
home (9.0% versus 6.4%).

To better understand the ethnic and cultural makeup of Australian
leaders, the analysis looks at their place of birth and whether they
speak a language other than English at home (Table 4.1). These two
measures provide a useful, though incomplete, indicator of ethnic and
cultural diversity.

A higher proportion of senior and workplace leaders in foreign-owned
organisations are born overseas compared to Australian-owned
organisations. This pattern is evident both for senior and workplace
leaders, but is most noticeable among senior leaders. Again, however,
most overseas-born leaders are from the United Kingdom or other
English-speaking countries. At all three levels of leadership,
more than two-thirds of overseas-born leaders in foreign-owned
organisations are from English-speaking countries.

Around three-quarters of senior leaders and workplace leaders
are Australian born, which is reflective of the broader Australian
population1. Of the leaders born overseas, the largest proportion
generally come from the United Kingdom, with significant minorities
from New Zealand, Europe and Asia. Around one in ten leaders speak
a language other than English at home.

Ethnic and cultural diversity by organisational
characteristics
Table 4.6 provides more detailed information about leaders’ place of
birth and language, by characteristics of the organisations they lead.
Senior leaders in public sector organisations are generally more likely
to be born outside of Australia than private sector leaders. This is
especially true of senior leaders in single-site organisations, of whom
43% in the public sector are overseas-born, compared with 23% in
the private sector. At first glance, this suggests that the public sector
has more diverse leadership. However, the vast majority (more than
80%) of overseas-born senior leaders in the public sector are from
other English-speaking or culturally similar countries2, such as the
United Kingdom and New Zealand. This is true of overseas-born
leaders in both single- and multi-site public sector organisations.

1

As at June 2015, 28 percent of the Australian population was born overseas. Estimate taken
from: ABS Cat. No. 3412.0 - Migration, Australia, 2014-15. Available at: .gov.au/ausstats/
abs@.nsf/mf/3412.0. Last accessed 31 March 2016.

2

Cultural distance and similarity refer to the degree of difference in countries’ cultures (Kogut
& Singh, 1988). For example, China and Indonesia are more culturally ‘distant’ from Australia
than the UK or New Zealand, as they have fewer common cultural values and practices.
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Organisational size matters for leaders’ ethnic and cultural diversity,
but only for those in senior leadership roles. Senior leaders in small
organisations are less likely to speak English at home, reflecting
the role of these diaspora in creating and running smaller, familyowned businesses. Workplace leaders, however, look similar across
organisational size categories in their place of birth and language patterns.
The results for organisational age in Table 4.6 are mixed. Younger,
single-site organisations are more likely to have senior leaders that
are born outside Australia and that do not speak English at home.
This may again reflect the importance of ethnically-diverse diaspora
who establish smaller businesses in Australia. Australian-born
leaders predominate, however, in younger, multi-site organisations.
And, as noted above for organisational size, there are few differences
across organisational age categories in terms of workplace leaders’
place of birth and language patterns.

Table 4.6

Leaders’ place of birth by organisational characteristics
Sector
Private

Ownership

Organisation size

Organisation age (years)

Public

Australian

Foreign

Small

Medium

Large

<5

5-10

10-20

20+

Senior leaders - multi-site organisations (%)
75.0

75.1

75.7

64.1

75.6

73.7

79.5

91.9

66.3

79.0

75.2

UK

Australia

6.6

17.7

5.3

28.1

0.8

12.6

8.7

1.1

13.0

12.3

4.2
2.9

NZ

2.0

2.3

2.0

2.2

2.3

1.4

2.9

0.0

0.2

0.6

North America

0.1

0.3

0.1

0.0

0.0

0.1

0.6

0.0

0.0

0.0

0.1

South Africa

1.6

0.9

1.6

1.8

1.9

1.1

3.4

0.0

4.1

0.3

1.5

Asia

4.0

1.4

4.2

1.7

4.1

4.2

1.8

2.9

4.6

1.0

4.7

Europe

6.3

1.8

6.6

1.6

7.1

6.1

2.0

4.1

3.4

5.4

7.3

Middle East

0.3

0.1

0.3

0.0

0.1

0.4

0.0

0.0

0.0

0.4

0.3

Other

4.1

0.5

4.3

0.5

8.1

0.5

1.1

0.0

8.4

1.2

4.0

10.9

9.3

11.0

10.4

14.4

7.8

8.3

7.4

4.7

23.8

9.5

79.2

75.0

76.8

77.0

80.9

80.8

80.8

74.3

79.4

LOTE at home

Workplace leaders - multi-site organisations (%)
Australia

78.5

83.7

UK

8.0

8.1

7.9

8.9

13.7

8.4

5.7

3.6

6.7

11.2

7.5

NZ

4.1

2.4

3.8

5.4

3.0

4.9

3.4

7.9

3.8

5.4

3.6

North America

0.6

0.0

0.5

0.9

0.0

1.3

0.0

0.0

0.0

0.0

0.7

South Africa

0.4

0.0

0.1

2.1

0.0

0.2

0.8

0.0

0.0

0.0

0.6

Asia

4.1

0.2

3.8

6.2

5.4

3.2

4.4

0.2

3.0

5.1

4.0

Europe

2.2

1.5

2.4

1.5

0.0

3.2

2.0

0.1

3.1

2.0

2.3

Middle East

0.6

0.3

0.7

0.0

0.0

0.4

0.9

7.5

0.0

0.7

0.3

Other

1.5

3.9

1.8

0.0

1.1

1.3

2.0

0.0

2.7

1.4

1.6

LOTE at home

9.0

6.4

9.5

6.2

8.1

8.4

9.7

6.4

7.2

10.5

8.8

Senior leaders - single-site organisations (%)
76.6

57.0

77.6

40.3

74.9

83.8

75.2

67.6

64.3

68.5

84.0

UK

Australia

8.2

35.5

7.4

37.8

9.3

5.5

4.5

2.7

18.9

9.2

6.6

NZ

4.0

0.4

4.1

0.0

4.5

1.1

1.5

6.8

0.6

8.7

1.9

North America

0.5

0.3

0.5

1.3

0.5

0.3

0.0

0.7

0.0

1.1

0.2

South Africa

1.1

0.0

1.0

2.9

1.1

0.9

3.3

14.2

0.1

1.1

0.3
3.0

Asia

4.3

1.5

4.3

4.0

4.5

3.1

0.4

4.2

7.4

4.9

Europe

2.8

5.2

2.9

1.2

2.9

2.7

11.0

3.6

3.3

4.4

1.9

Middle East

0.8

0.0

0.8

0.0

0.8

0.4

0.0

0.0

2.7

0.7

0.5

Other

1.7

0.0

1.4

12.5

1.5

2.2

4.2

0.2

2.7

1.4

1.7

11.3

0.7

11.6

2.1

11.5

9.3

5.2

16.5

12.6

11.1

10.5

LOTE at home
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Future leadership
challenges

The question guiding the Study of Australian Leadership is whether Australian organisations have the leadership and
management capabilities they need to meet twenty-first century challenges. This chapter reports on SAL findings which
show how Australian business leaders make sense of the external environment and what they identify as the major
organisational challenges they face.

5.1 Identifying future challenges
When asking whether Australian organisations have the leadership and
management capabilities to face the twenty-first century, Chapter 1
noted a number of existing and emergent challenges likely to shape how
organisations adapt and compete. These challenges create a difficult
operating environment for many organisations across most sectors.
Australian businesses now face an external environment that is rapidly
evolving and characterised by disruption, uncertainty and complexity.
One critical leadership capability that has attracted increasing attention
from leadership researchers is ‘sensemaking’. The term sensemaking
means reading cues in a dynamic setting to understand what is
actually happening, why it is important, and how best to respond to
change. For the classic treatment of sensemaking in organisations,
see Weick (1995). This process of sensemaking is undertaken by both
leaders and employees every day, but it is a particularly salient and
explicit part of the role of leaders (Mumford et al., 2007).
The importance of sensemaking and its consequences increases
with the seniority of leadership and its impact on strategic decisionmaking (Eisenhardt, 1989). Leadership scholars view sensemaking as
three related processes (Gioia & Chittipeddi, 1991). These are:
»»

»»

Information seeking: leaders scan their internal and external
environment for issues and challenges likely to disrupt existing
routines and models for operations and that require adaption.
Leaders look for a new trend or issue that does not make sense
or is significant for the organisation’s viability or performance.

»»

Change: negotiating strategic and operational change on the
basis of this understanding (Lant, 2002).

This chapter reports survey findings related to questions that capture
these sensemaking activities of senior leaders. SAL asked senior
leaders about the sources of advice they use in strategic decisionmaking, including from external organisational leaders, board
members, industry bodies, consultants or government agencies, and
whether formal benchmarking activities were used.
SAL also asked leaders about the aspects of their current operating
environment that are most likely to shape strategic choices in the
future. In order to capture how senior leaders understood their current
operating environment, they were asked to respond to a widely used
measure of the extent to which they currently face a turbulent external
environment1. This turbulence may be driven by a number of factors,
including the intensity of competition, the entry of new competitors,
technological disruption, or regulatory factors. SAL also asked senior
leaders to identify the most pressing challenges their organisation
faces over the coming five-year period. This item provides a rich
picture of how senior leaders make sense of the rapidly changing and
complex environment to which they must adapt.
SAL also captures information about the constraints senior leaders face
in meeting these challenges. To explore this SAL draws on quantitative
and qualitative responses given by senior organisational leaders.

Sensegiving: leaders communicate their understanding of
the complexity and ambiguity that marks their organisation’s
operating environment and attempt to build a shared
understanding among managers and employees about that
environment and what it means for strategic focus, the work
done, and how work is organised.
1
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See ‘Environmental Turbulence’ in Technical Appendix.

Key Findings
»»

Senior leaders draw upon a variety of sources of
information for operational and strategic decisionmaking, but many do not seek external advice or
draw upon potential sources such as benchmarking.

»»

When asked an open-ended question about the most
significant challenges facing their organisations over
the next five years, senior leaders responded largely
within six themes: market and competitive pressures,
operational challenges, government and regulation,
human resource challenges, technological disruption,
economic volatility and uncertainty.

»»

Senior leaders’ perceptions of four types of
environmental turbulence (relating to customers,
competitive disruption, competitive intensity,
and technology) vary substantially by industry,
organisation size, and organisation age, but turbulence
due to technological disruption is perceived as
particularly high across Australian organisations.

5.2 Information seeking:
strategic advice
In making sense of their external environment, senior leaders
draw on information, evidence, ideas and ‘mental models’ from a
variety of sources (Thomas et al., 2001). SAL asked senior leaders
questions about their advice-seeking practices and the sources
from which strategic advice was sought: from top managers in
other organisations 2; from their board and directors; and through
benchmarking – gathering information about their performance
relative to another organisation or industry standards. These questions
were asked of senior leaders in multi-site organisations only, with
the exception of the question on benchmarking, which was asked of
senior leaders in all sites. Summary data are reported in Table 5.1.
Around one in ten senior leaders report that, over the previous 12
months, they never sourced strategic advice from a top manager in
another organisation. A further quarter (27.2%) did so rarely, while
the remainder did so with varying degrees of frequency.
Even among those who had sought outside advice, 60.2% rarely or
never sought advice about future strategic options.
Boards play an active role in strategic decision making, especially the
process of monitoring strategic decision-making and, to a lesser degree,
evaluating senior leadership performance. Little weight is placed on
using outside directors as a sounding board for strategic decisionmaking, with around one-third of senior leaders indicating that this was
never the case. The overwhelming majority of senior leaders reported
that the board deferred to senior leaders on strategic decisions.
In relation to benchmarking against other organisations or industry
standards – a question asked of senior leaders in both multi-and
single-site organisations – Table 5.1 indicates less than half
(45.3%) of all senior leaders report that benchmarking had been
used over the previous two years.

2

This terminology was used in the question text: ‘In the last 12 months, how many times have
you sought advice on strategic issues from a top manager at another organisation?’
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Table 5.1

Sources of strategic insight
Source

Benchmarking

Role of boards and directors

Strategic advice

1.

Strategic advice from a top manager in
other organisation

Frequency (amount of times / how often)
0

1-2

3-5

6 - 10

11-20

20+

22.1

27.2

29.2

14.8

4.1

2.7

Never

Once or twice

Several times

Monthly

At least weekly

2.

Opinion on current strategy from a top
manager in other organisation

14.2

39.6

33.5

10.0

2.7

3.

Opinion on future strategy from a top
manager in other organisation

22.0

38.2

29.7

8.4

1.7

4.

Director challenge on a strategic issue

23.0

31.7

32.1

11.0

2.2

5.

Advice form external director outside
board/committee meetings

29.0

28.2

31.0

8.2

3.6

6.

Strength of board monitoring of strategic
decision-making

1.8

3.3

8.6

40.8

45.5

7.

Board evaluates senior management
performance

5.7

6.8

17.3

36.8

33.4

8.

Board defers to top management on
strategic decisions

1.3

3.4

19.2

48.5

27.6

9.

Seek board assistance to formulate strategy

1.2

4.5

13.3

33.8

47.2

10.

Outside directors used as a sounding
board on strategic issues

31.7

10.9

16.4

23.9

17.1

Yes

No

45.3

54.7

None

11.

Benchmark against other organisation or
industry standard?

Some

Great

Survey Questions
1.

Strategic advice from a top manager in other organisation:
How many times have you sought advice on strategic issues from a top
manager at another organisation?

2.

Opinion on current strategy from a top manager in other organisation: How
often did you seek an opinion on your current strategy from a top manager
at another organisation?

3.

Opinion on future strategy from a top manager in other organisation: How
often did you seek advice on your strategic options from a top manager at
another organisation?

4.

Director challenge on a strategic issue: How many board meetings have one
or more directors challenged your position on a strategic issue?

5.

Advice form external director outside board/committee meetings: How
often have you sought the advice of an external director outside of board/
committee meetings?

6.

Strength of board monitoring of strategic decision-making: To what extent
does the board monitor top management strategic decision making?
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7.

Board evaluates senior management performance: To what extent does the
board formally evaluate your performance?

8.

Board defers to top management on strategic decisions:
To what extent does the board defer to your judgement on final strategic
decisions?

9.

Seek board assistance to formulate strategy: To what
extent do you solicit board assistance in the formulation of corporate
strategy?

10.

Outside directors used as a sounding board: To what
extent do you use outside directors as a ‘sounding board’ on strategic
issues?

11.

Benchmark against other organisation or industry standard: Over the last
two years, has your organisation benchmarked itself against any other
organisation or industry standard? (By this we mean examining the ways
things are done at other organisations and comparing them with this
organisation).

Other sources of advice
Senior leaders seek strategic advice from a range of other sources.
They were asked how often they turned to other sources. Table 5.2
shows that the majority of senior leaders use external consultants or
professionals and employer or industry associations. Government
agencies are used less frequently. Specifically, less than one in ten
(7.8%) use Enterprise Connect, while a large proportion use the Fair
Work Commission or the Fair Work Ombudsman (41.1%), or another
government agency (52.2%). Use of government agencies or bodies
was infrequent. Around one-third of senior leaders (30.3%) seek
advice or information from academic institutions or research bodies,
but they do so infrequently; less than one in five senior leaders
(15.1%) sought information and advice from this group on more than
one or two occasions.

Table 5.2

Table 5.2 indicates that a significant proportion of senior leaders rely
on industry and employer associations for information or advice.
SAL asked senior leaders if their organisation was a member of
an employer association or network (Table 5.3). Around one in
five (19.5%) organisations do not belong to any employer group
or industry network. Most belong to an industry specific or trade
association (57.8%). Far fewer belong to an employer association
(21.5%), a local chamber of commerce (24.0%) or a small business
association (17.9%). Slightly more than one-third of organisations
(37.2%) belong to some other, less formal information group or
industry network.
SAL results show that senior leaders draw upon a wide variety of
sources of information and advice at both the operational and strategic
decision-making levels. However, a significant proportion do not seek
external advice or draw upon any of the potential sources of strategic
advice included in the study.

Sources of advice for senior leaders*
Frequency of use (percent)

In the last 12 months, how often have you sought
information or advice from the following bodies:

Never

Once or twice

Several times

Monthly

At least weekly

Management consultants, external lawyers or accountants

7.8

27.1

29.7

29.1

6.3

Employer or industry associations

34.1

32.3

21.9

9.6

2.2

Academic institutions or bodies

69.7

15.2

8.1

5.1

1.9

Fair Work Commission or Fair Work Ombudsman

58.8

31.9

7.1

1.9

0.2

Enterprise Connect

92.1

4.4

2.6

0.8

0.0

Any other government department or agency

47.9

25.7

15.7

6.6

4.2

* The question was asked of senior leaders in both multi- and single-site organisations.

Table 5.3

Membership of employer groups or industry networks

Employer group or network:
Employers association (e.g. ACCI, AIG)

Percent
21.5

Industry or trade association (e.g. Plastics and Chemical Industry Association)

57.8

A local chambers of commerce

24.0

Small business association (e.g. SBAA, FBA)

17.9

Some other information group or network of businesses

37.2

None of these

19.5

Don't know

1.2

Question: Is this organisation a member of the following membership organisations?
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5.3 Sensegiving: current challenges
SAL included a widely used measure of environmental
turbulence faced by organisations (Table 5.4).
Shaded cells indicate those industries and organisation groups
that report facing a higher than average degree of turbulence. This
measure captures the degree to which a senior leader perceives
their organisation as facing four different types of environmental
turbulence or disruption:
»»

Changing customer preferences or new customers.

»»

Disruption from existing or new competitors.

»»

The intensity of competitive pressures.

»»

Technological disruption.

The nature of environmental turbulence varies between industries.
No industry, for example, reports an above-average level of
turbulence across all four types of environmental turbulence,
although three of the four areas of turbulence are major factors
in three industries: Retail Trade; Accommodation and Food
Services; and Transport, Postal and Warehousing. Three industries
reported a below-average level of turbulence across all four areas:
Manufacturing; Electricity, Gas, Water and Waste Services; and Arts
and Recreation Services.
Not surprisingly, across all industries, technological disruption is
perceived as the most significant source of environmental turbulence,
and it is most acute in Information Media and Telecommunications.
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Competition is a frequent source of turbulence, in the form of both
competitor disruption and competitive intensity, though the latter is
more prominent across more industries. Across industries, changing
customer preferences or new customers is seen as generating the
highest perceived level of turbulence in Education and Training.
However, senior leaders in this sector still view technological
disruption as the strongest source of turbulence.
Some of the results reported here were expected – for example,
the higher-than-average level of technological disruption reported
among senior leaders in Information, Media and Telecommunications;
Rental, Hiring and Real Estate Services; Professional, Scientific
and Technical Services; and Other Services. Perceptions in some
industries are more surprising. For example, senior leaders in
Manufacturing report low levels of environmental turbulence across
all four measures.
Some differences emerge by organisation size and age. Senior leaders
in large organisations report a higher level of changing customer
preferences or new customers than those in small and medium-sized
organisations. Large organisations also see technological disruption
as a more intense source of environmental turbulence than do
small and medium-sized organisations. Leaders of medium-sized
organisations perceive more competitor disruption than do leaders of
other organisations. Organisations that are one to less than five years
old perceive particularly high levels of environmental turbulence
across all four measures, and organisations that are five to less than
10 years old perceive higher turbulence due to all sources except for
technological disruption.

Table 5.4

Environmental turbulence
Environmental turbulence
Changing customers &
preferences

Competitor disruption

Competitive intensity

Technological
disruption

Industry
Mining

3.0

3.2

3.7

3.6

Manufacturing

3.3

3.2

3.4

3.5

Electricity, Gas, Water & Waste Services

3.3

3.4

3.5

3.7

Construction

3.3

3.4

3.7

3.8

Wholesale Trade

3.6

3.6

3.6

3.8

Retail Trade

3.5

3.6

3.9

3.8

Accommodation & Food Services

3.6

3.7

3.7

3.6

Transport, Postal & Warehousing

3.6

3.6

3.8

3.7

Information Media & Telecommunications

3.4

3.4

3.6

4.4

Financial & Insurance Services

3.1

3.3

3.3

3.8

Rental, Hiring & Real Estate Services

3.4

3.3

3.4

3.9

Professional, Scientific & Technical Services

3.3

3.5

3.4

4.0

Administrative & Support Services

3.4

3.5

3.8

3.8

Public Administration & Safety

3.6

3.5

3.6

4.1

Education & Training

3.7

3.4

3.1

4.1

Health Care & Social Assistance

3.4

3.7

3.2

3.6

Arts & Recreation Services

3.3

3.3

3.4

3.5

Other Services

3.3

3.3

3.5

3.9

Small (5-19 employees)

3.4

3.5

3.6

3.7

Medium (20-199 employees)

3.4

3.6

3.6

3.8

Large (200+ employees)

3.5

3.5

3.6

3.9
3.0

Organisation size category

Organisational age
Less than 1 year

3.1

4.0

3.8

1 to less than 5 years

3.5

3.6

3.8

4.0

5 to less than 10 years

3.5

3.6

3.8

3.6

10 to less than 15 years

3.3

3.6

3.6

3.8

15 to less than 20 years

3.3

3.6

3.4

3.7

20 to less than 25 years

3.5

3.4

3.6

3.8

25 years or more

3.4

3.4

3.5

3.8

All industries

3.4

3.5

3.6

3.8

Note: Shaded areas are the dimensions of environmental turbulence with above average scores.
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5.4 Sensegiving: future challenges
Senior leaders identified the most significant challenges their
organisations face over the next five years. Unlike the questions
relating to their external environment, this question was open-ended;
respondents were free to give an extended answer3. Of the 2,703 senior
leaders that completed the questionnaire, 98% answered this question.
These responses were then reviewed and coded for a systematic
assessment of the themes. In total, over 80 themes appear with
varying degrees of frequency. The six most significant themes are
discussed. Specifically, these themes are:
1.

Market and competitive pressures.

2.

Operational challenges.

3.

Government and regulation.

4.

Human resource and human capital.

5.

Technological disruption.

6.

The external operating environment: volatility and uncertainty.

These six themes are listed in the order of the frequency with which
they were identified – from most to least frequent.

Market and competitive pressures
Markets and competition are nominated by around half of all
respondents. As one respondent noted:
'Staying competitive in a changing market. Making sure price
stays competitive, but while still able to be profitable given
spiralling costs.'
Meeting an increasingly competitive market is the dominant
theme. New competition is emerging from several sources – from
international competitors in an open market, to the competitive
disruption from customers and clients using the internet to gain
pricing and other information from competitors, and their ability to
purchase from suppliers anywhere in the world.
'The internet. People purchase differently. They now buy cheap
stuff on the internet.'
'Internet sales are the biggest killer of this industry. The biggest
problem is people can get on the internet and buy products from
the United States and buy our products very cheaply over there.'
These pressures are most evident in Wholesale and Retail Trade, but
are identified by businesses across sectors. These pressures are
associated with intense price competition – especially from overseas
competitors able to undercut prices – as well as a higher degree of
price sensitivity from customers.
'Basically customers wanting to pay less for what they've had
previously at a higher price.'
'Like all business out there the people we deal with are always
looking for a lower price service. And it comes down to what they
pay … you have to be really competitive with pricing.'
The issue of price competition is, not surprisingly, linked to cost
pressures, with many respondents indicating they face limited ability
to raise prices in line with rising costs.

3

The question asked was: ‘Thinking about the future of your organisation, what do you see as
the most critical challenges you will face in the next five years?’

Leadership at Work Do Australian leaders have what it takes?
Page 47

Operational challenges
In the context of these pressures, senior leaders commonly identified
three challenges for their organisation’s competitive position:
»»

How to maintain or defend their existing markets/market
share or position.

»»

How to identify and exploit new market opportunities.

»»

How to understand the needs of existing and new customers.

A small proportion of respondents identify ways in which their
organisation is adapting to competitive pressures. For some, this is
linked to a perceived need to explore new pricing models or, more
fundamentally, a new business model reflecting different approaches
used by online retailers and new competitors.
'Probably making sure that we continue to evolve and evolve in a
way that we can respond to market requests -- it's important to be
responsive and have high customer service.'
'The need for us to change our whole business model so that
it is built from the customers’ needs.'
'To come up with differentiation strategies, so innovation in
providing service to customers throughout the lifetime of the
customer, customer lifetime value, get-keep-grow strategies -innovation is the key.'
Online markets are also identified as creating new opportunities to
expand customer base and markets in which they operate without
requiring a physical presence. Some senior leaders see value in a
defensive response through greater protection for domestic businesses.

The next most significant theme relates to operating profitably.
Specifically, senior leaders raised matters such as costs structures,
operational efficiency, improving quality, and managing innovation
and change.
Cost ranks highest among operational issues. Cutting costs, however,
presents pressures on other drivers of business success, as the
following quote highlights:
'How to reduce our costs of operations and at the same time
maintain the quality of our products without compromising on
compliance on environmental and safety regulations.'
Cost pressures emanate from a number of different sources including
the overheard costs of running a business, costs of regulatory
compliance and, most commonly, labour costs:
'The price of labour in Australia as compared to the rest of the
world. Labour rates compared to imported product that comes
in from China, etc.'
'The high costs of labour are a killer.'
Labour costs are an acute issue for organisations operating extended
hours and those competing directly with imported goods.
Costs, however, are not the only challenge. Quality, efficiency, and
the need to respond to market pressures by managing change and
innovation are also critical challenges. Of these, the respondents are
most expansive on the issue of managing change and innovation.
'As an organisation we need to be nimble and respond faster at
lower cost. We need to rapidly adapt to innovation.'
'We need to maintain innovative marketing and promotions to
ensure market share.'
'To come up with differentiation strategies, so innovation in
providing service to customers throughout the lifetime of the
customer, customer lifetime value, get-keep-grow strategies,
innovation is the key.'
As these quotes suggest, senior leaders who see this as a key
challenge identify a wide array of ways in which their organisations
need to be innovative. These range from technological innovations
(including operational systems) and the need to innovate products
and services through to areas related to how staff are organised and
managed, marketing, and customer service.
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Government and the regulatory environment

Human resources and human capital

Concern about the future role of government and regulatory burden
is a prominent theme which senior leaders identify as a critical future
challenge. Again, this theme captures a nuanced set of issues, including:
»»

Concerns about the cost associated with regulatory compliance,
or overall regulatory burden, which impedes the ability for some
organisations to adapt to their changing environment.

»»

The costs of complying with regulations across jurisdictions,
and with international standards.

Neither workplace regulations nor labour relations and unions figure
prominently in senior leaders’ most significant challenges over the
next five years. These issues are identified as a challenge by a small
proportion of respondents. A far more significant issue – nominated
by around one in four senior leaders – are the challenges of accessing
the skills and personnel required by the organisation. This challenge
transcends industry and organisational size, although it is more acute
for regional organisations, smaller organisations and in some sectors,
such as Health Care and Social Assistance.

'The most critical challenge we will face in the next five years are
probably navigating government policy changes and regulatory
changes.'

This challenge extends to the issue of how to retain skilled staff in the
competitive or high-stress work environments of particular sectors.
For some respondents, this problem represents a systemic issue:

'The rules and regulations are slowly drowning us…'
'The biggest hurdle that the business faces is the amount of time
spent fulfilling statutory obligations versus business operations,
than in the past. In a service-based industry, time is money'
More commonly, senior leaders associate the challenge of
accommodating regulatory change with the fact that these changes
are perceived to be driven by politics, not good policy.
'… my job's basically gone from running a business to being a
pseudo solicitor. I spend most of my time reading about changes
to our regulations than I do running the business.'
'The political interference and/or bureaucracy and/or creating red
tape that causes local government to do business with itself.'
'The general economic climate and government regulation – too
much regulation in context of political climate implemented as
part of politics, not economic sense.'
'Government regulations, state and local government - too much
regulation and it is confusing…. [It] also makes one nervous
going ahead as we don't know how the regulations will be
changed or interpreted.'
Many of these concerns reflect regulatory arrangements within specific
industries – for example liquor licensing laws in Accommodation and
Food Services. A significant proportion of senior leaders from this
sector also highlighted the challenge of operating with penalty rates.
However, perhaps surprisingly, workplace relations did not figure
prominently as a future challenge facing most organisations.
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'Tradesman coming out nowadays are not as knowledgeable as
they once were. Employers aren't being offered the necessary
incentives to actually train staff. You have apprentices who at
completion of their trade earn a minimum of $70,000 pa but my
sub-contractors are earning between $150,000-$220,000.
We have to put an apprentice through four years of training,
but we have to pay them, whereas if they went to uni, uni
doesn't pay them to study. The employer should be subsidised,
otherwise they won't train them and they're not ... None of my
sub-contractors have apprentices and I'm down to my last one.
I use to have three to five apprentices and I'm down to one and the
only reason I have him is because he's my son.'
Some senior leaders see disincentives to invest in skills, but many
others see training as an imperative to compete and grow:
'Another challenge will be up skilling our staff, having knowledge
about the latest research and about how to have the best practice.'
'Training, specific training on customer service to ensure that our
staff are very customer service focused, we are spending a lot of
money on training, our customers are expecting more first-class
valet type service.'
'The need to train people – our business model is very dependent
on the skills of our people and they need to have the skills to be
empowered and make decisions.'

Technological disruption
Skill shortages are not simply an issue of a competitive market for talent.
Many senior leaders see their ageing workforce as a major challenge.
'…we have a lot of senior people who will reach retirement age
so recruiting and developing the right people to take us forward
after that happens.'
'Generational change is a fairly big one. A lot of people in our
industry [are] getting old and we need to find new, young blood,
which is hard to find.'
An ageing workforce implies a host of potential issues: replacing
large numbers of personnel who retire within a short period of time,
transferring knowledge and skills from older to younger workers, and
training younger workers quickly.
The skills shortages extend to the ageing cohort of senior and workplace
leaders, especially for small, privately-held organisations.
'When I want to retire, who will look after the place?
Promotions for staff, getting them ready to take over.'
'Leadership. I plan to retire, finding the right person that we want…'
'...the development of suitable leadership and management to
continue to run our business.'
'Succession – we have a lot of senior people who will reach
retirement age so recruiting and developing the right people to
take us forward after that happens.'
'Leadership succession. I'm the founder and CEO for the last
26 years and sooner or later I'm going to retire, so I think it's
important that the board works to create a new leader.'

Technological disruption is a significant future challenge for one in five
senior leaders. Their concern centres on the challenge of keeping up
with technological change and its likely impact on the organisation.
'Technological threats. I suspect our industry won't exist as
a result of technology taking over the work we do.'
'Increasing use of new technologies without the opportunity
to amortise the cost of previous investment.'
'Technology: ever evolving technology, keeping pace with
technology, and managing introduction of appropriate technology
advancements to the business and not investing time nor money
on tech that is not going to benefit the personnel, business, or
our consumers.'
Many senior leaders connect technological change to operational,
workforce and market challenges. In some sectors, these effects are
reflected in the way that organisations interact with customers and
clients; other senior leaders identify the potential of technology to
improve operational and business performance.

The external operating environment:
volatility and uncertainty
Senior leaders’ reflections on future economic challenges reflect what
many researchers describe as a ‘perfect storm’: economic slowdown,
intense market competition, technological disruption and economic
volatility or uncertainty.
'Economic slowdown in Australia. The hollowing out of Australia’s
business diversity generated by the mining boom, which reduced
customer base and demand for our products. Finding growth in
what is a very tepid economy whilst maintaining costs.'
A critical source of volatility and uncertainty is exposure to international
markets, in particular, the fluctuations in the Australian dollar.
'…the exchange rate has the biggest impact on our business for
our competitive pricing.'
Senior leaders associate exposure to global markets with vulnerability
to global shocks and operating in a complex environment.
Beyond these issues, volatility and uncertainty are largely industryspecific challenges. For example, in the Mining industry, price
volatility and falling commodity prices are of paramount concern.
In Building and Construction, in contrast, uncertainty about property
prices and infrastructure development is far more significant.
For senior leaders in Manufacturing, the closure of the car industry
and its flow on effects are more significant future challenges.
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36

Leadership and management
fundamentals

Effective leadership requires the mastery of management fundamentals, including performance monitoring, targetsetting, and use of incentives. This chapter reports findings that suggest Australian workplaces have significant room for
improvement in these regards. SAL data show that workplaces with better fundamental management practices experience
improved performance and employee outcomes, above and beyond other leadership variables.

Key Findings
»»

»»

Australian leaders, on the whole, have not mastered
the fundamentals of management, though there is
some variation in management practices by industry,
workplace size, organisational legal status, and
workplace age.
There are several particularly troubling deficiencies
among Australian workplaces, with regards to the
adoption of specific fundamental management practices.

As defined in Chapter 2, leadership entails influencing people and
their efforts towards the achievement of organisational objectives.
Contemporary leadership scholars generally adopt a contingency
approach to leadership –– meaning that the leadership approach should
match or complement the organisation’s context, strategy and culture.
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»»

Management practices scores positively and
significantly relate to a number of organisational
performance outcomes and employee perceptions.

»»

Good management practices contribute to
several of these outcomes above and beyond
leadership perceptions.

However, it has been proposed that there are fundamental aspects of
leadership and management that are common across organisations,
regardless of contextual and organisational characteristics.
This chapter reviews the distinct but related concepts of leadership
and management and explains the types of practices that comprise
the ‘fundamentals’ of effective leadership and management.
The chapter then presents findings on how Australian workplaces fare
in terms of these practices and why they are important to maximise
workplace outcomes.

Australian leaders, on the
whole, have not mastered
the fundamentals of
management, though
there is some variation in
management practices by
industry, workplace size,
organisational legal status,
and workplace age

6.1 Leadership versus management:
is there a difference?
Some researchers argue that leadership and management
are completely distinct. However, drawing on the work of
Fayol (1929) and Mintzberg (1973), others conceptualise
leadership as one element performed by managers.
Effective management, they argue, entails inspiring others
and ensuring followers realise their full potential.
While leadership and management are distinct concepts, in practice,
the distinction is not always so clear. This is why SAL adopts an
approach that acknowledges that these concepts are both distinct
and interrelated. A leader is most effective when they have formal
recognition for their management role and are good at fulfilling their
formal management responsibilities.
Likewise, a manager is most effective when they are a capable leader.
In the ideal organisation, therefore, the managers are good leaders –
able to exert influence over tasks, strategies, and people effectively.
What is often overlooked, however, is the fact that in the ideal
organisation, leaders are also good managers – able to fulfil formal
responsibilities around setting and meeting targets and achieving
objectives through organisational systems and practices. To this
end, SAL explores the management capabilities present in Australian
workplaces as discussed in the following sections.
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6.2 Management practices: the Bloom and Van Reenen inventory
SAL included 14 questions on management practices1,
which were answered by a workplace leader familiar with
operations, including performance targets and results.
The questions, presented in Table 6.1, asked about monitoring
performance, the quality of performance targets and using
incentives in the workplace.
For each workplace, a management practices score was computed
to indicate management capability. Scores could range from zero
(least capable) to one (most capable). Means and standard deviations
are presented in Table 6.2. Higher scores are obtained when
respondents indicate that they:
»»

Take a proactive approach to problem resolution and prevention.

»»

Use multiple key performance indicators (KPIs).

»»

Frequently monitor KPIs and make them readily available to
both managers and non-managers.

»»

Use integrated short- and long-term targets that are difficult
but achievable.

»»

Communicate targets throughout the organisation (to managers
and non-managers alike).

»»

Use performance bonuses and promotions that are based on
individual ability and performance to incentivise both managers
and non-managers.

»»

Table 6.1

Questions and response options
1.

Table 6.1 presents each of the 14 items used to assess management
practices in Australian workplaces answered by 1,222 managers in
1,222 workplaces. Response percentages are noted in the table and
are discussed in the next section.

1 This set of questions on management practices comes from the work of Bloom, Van Reenen,
and colleagues (Bloom & Van Reenen, 2007; Bloom et al., 2012; Bender et al., 2015).
Much of this work relied on interviews of managers to assess organisations on practices
around monitoring, setting targets, and incentives, but recent work has resulted in survey
instruments like the one adapted for SAL. The work of Bloom, Van Reenen, and colleagues
has used management practices scores to make comparisons between different types of
industries and organisations, including some cross-national comparisons.
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% of
responses

What best describes what happened at this workplace when a problem
in the work process last arose?
No action was taken
Fixed it but didn’t take further action
Fixed it and took further action to ensure it didn’t happen again
[As above], and worked to anticipate future problems
Don’t know

2.

3.

0.3%
0.6%
13.0%
20.8%
46.3%
15.9%
3.0%
0.0%

In the last 12 months, on average how frequently were key performance
indicators monitored by non-managers at this workplace?
Never
Hourly or more
Daily
Weekly
Monthly
Quarterly
Yearly
Don’t know

5.

10.5%
11.3%
29.7%
16.5%
22.9%
9.1%

In the last 12 months, on average how frequently were key performance
indicators monitored by managers at this workplace?
Never
Hourly or more
Daily
Weekly
Monthly
Quarterly
Yearly
Don’t know

4.

0.9%
7.4%
42.5%
45.7%
3.5%

In the last 12 months, how many key performance indicators (KPIs) were
monitored at this workplace?
None
1 or 2
3 to 5
6 to 9
10 or more
Don’t know

Reassign or dismiss underperforming managers and
non-managers.

Prior research suggests that high management practices scores
are associated with high organisational performance outcomes.
The results of SAL corroborate these prior findings, as discussed
in the final section of this chapter.

Individual management practices questions and
response frequencies

24.1%
0.2%
12.2%
17.4%
20.9%
12.2%
5.5%
7.4%

In the last 12 months, were key performance indicators for this
workplace readily accessible and visible in the workplace?
No
Yes, easily accessible and visible (e.g. wall of common area)
Yes, easily accessible but not visible (e.g. in a drawer)
Yes, visible but not easily accessible (e.g. meeting room wall)
Don’t know

35.5%
35.4%
19.6%
8.1%
1.4%

Table 6.1

Individual management practices questions and response frequencies (continued)

Questions and response options

6.

What best describes the time frame of performance targets at this
workplace? Examples of performance targets are: production, quality,
sales, and efficiency.
There are no performance targets
Main focus is on short-term (less than 12 months)
Main focus is on long-term (more than 12 months)
Combination of short- and long-term
Don’t know

7.

20.7%
21.4%
4.8%
19.1%
33.8%
0.3%

Last year, what were non-managerial employees' performance bonuses
based on? (Note: multiple response question, so percentages do not sum
to 100%.)
No performance bonuses
Individual performance
Team performance
Workplace performance
Organisational performance
Don’t know

10.

1.2%
15.2%
23.2%
45.9%
10.4%
4.0%
0.1%

Questions and response options
11.

12.

47.9%
29.0%
12.1%
9.6%
12.7%
2.9%

Last year, what were managers' performance bonuses based on?
(Note: multiple response question, so percentages do not sum to 100%.)
No performance bonuses
Individual performance
Team performance
Workplace performance
Organisational performance
Don’t know

44.6%
22.6%
13.3%
24.2%
19.0%
3.7%

59.9%
23.5%
2.3%
11.3%
3.1%

Last year, when was an underperforming non-managerial employee
reassigned or dismissed?
No underperformers were identified
Rarely or never
After six months of identifying underperformance
Within six months of identifying underperformance
Don’t know

14.

45.8%
33.8%
1.7%
15.7%
3.1%

Last year, what was the primary way that managers were promoted at
this workplace?
Not promoted last year
Based solely on performance/ability
Based mainly on factors other than performance/ability
Based partly on performance/ability and partly on other factors
Don’t know

13.

% of
responses

Last year, what was the primary way that non-managerial employees
were promoted at this workplace?
Not promoted last year
Based solely on performance/ability
Based mainly on factors other than performance/ability
Based partly on performance/ability and partly on other factors
Don’t know

In the last 12 months, who was aware of the performance targets at this
workplace?
Only senior managers
Most managers and some non-managers
Most managers and most non-managers
All managers and most non-managers
All employees (managers and non-managers)
Don’t know

9.

10.2%
38.1%
1.4%
47.7%
2.6%

In the last 12 months, how easy or difficult was it to achieve these targets?
Possible without much effort
Possible with some effort
Possible with normal effort
Possible with more than normal effort
Only possible with extraordinary effort
Impossible
Don’t know

8.

% of
responses

17.2%
37.5%
8.7%
32.0%
4.5%

Last year, when was an underperforming manager reassigned or dismissed?
No underperformers were identified
Rarely or never
After six months of identifying underperformance
Within six months of identifying underperformance
Don’t know

31.3%
43.9%
5.3%
13.9%
5.6%

Note: For most items in SAL, the response ‘I don’t know’ is considered to be a
‘missing’ response. In other words, such a response is not counted or used in
computing descriptive statistics or conducting analyses, instead reducing the usable
sample size. However, given the nature of questions 2, 5, 6, and 8 of the management
practices inventory, and in line with how this instrument is used in prior research, the
response ‘I don’t know’ is keyed as the lowest value (0), rather than as missing.
In other words, not knowing the answer to those particular items is seen as indicative
of poor management practices, given that the responses are provided by managers in
the workplace.
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6.3 Management practices in Australian workplaces
Table 6.2 provides an overview of management practices (overall
score) in Australia by workplace industry, workplace size (number of
employees), organisational legal status, and age of the workplace.
Following is a discussion of this overview, as well as several key
observations with regards to specific management practices.

Overview of management practices by industry
Results from SAL reveal some variation among workplaces by
industry. As illustrated in Figure 6.1, workplaces in the Electricity,
Gas, Water and Waste Services industry exhibit the highest
management practices scores, with a score of 0.66. The Financial
and Insurance Services industry (0.60) and the Administrative and
Support Services industry (0.58) also score above average.
While most other industries come within 0.05 points of the overall
mean, the Information Media and Telecommunications industry
trails with a mean of 0.42.

Overview of management practices
by workplace size
SAL also reveals differences in management practices scores between
large and small workplaces. As shown in Figure 6.2, mediumsized and large workplaces achieve similar scores (0.58 and 0.59,
respectively), considerably higher than small workplaces (0.49).
This is consistent with prior research showing large organisations
have the resources to improve management practices, and that good
management practices promote growth.

Overview of management practices by
organisational legal status
SAL also looked at differences by how the organisations were legally
incorporated. Consistent with prior research, Family Partnerships
exhibit the lowest scores (0.42), while other types of partnerships
(0.64) achieve the highest scores, as can be seen in Figure 6.3.
Prior research on management practices shows that organisations
often need to draw on external expertise in their leadership teams
to equip themselves with the leadership and managerial capabilities
necessary for success.
Unsurprisingly, senior and workplace leaders who did not know their
legal status are on average associated with workplaces with worse
management practices scores: 0.44, the second lowest score.
Prior research in other countries finds government organisations
score among the lowest of all organisations, but this was not
categorically true in SAL. Although Other Government Entities
(0.49) had the third lowest score, Government Companies (0.59)
had the second highest.
Sole Proprietorships, Trusts Regarded as Corporations, Proprietary
Companies, and Other Incorporated Entities scored at or close to
the overall mean of 0.51, while Public Companies (0.58), Other
Trusts (0.57), and Other Unincorporated Entities (0.55) scored
above the mean, coming in with the third, fourth and fifth highest
scores, respectively.

Overview of management practices
by age of workplace
As illustrated in Figure 6.4, management practices scores are higher
in new workplaces (0.60). But there is little variation among other
workplace age categories, which scored at or very close to the overall
Australian mean.
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Table 6.2

Management practices score means (weighted)
and standard deviations

Figure 6.1 Management practices scores
by workplace industry

N

Mean

SD

39

0.54

0.16

Administrative & Support Services

Manufacturing

79

0.53

0.18

Wholesale Trade

Electricity, Gas, Water & Waste Services

29

0.66

0.16

Mining

Construction

62

0.46

0.17

Rental, Hiring & Real Estate Services

Wholesale Trade

46

0.56

0.20

Retail Trade

Retail Trade

60

0.53

0.20

Manufacturing

Accommodation & Food Services

59

0.47

0.22

Public Administration & Safety
Professional, Scientific & Technical Services

By workplace industry
Mining

Electricity, Gas, Water & Waste Services

Transport, Postal & Warehousing

59

0.47

0.20

46

0.42

0.18

Financial & Insurance Services

30

0.60

0.15

Rental, Hiring & Real Estate Services

47

0.54

0.18

Professional, Scientific & Technical Services

68

0.50

0.16

Accommodation & Food Services

Administrative & Support Services

58

0.58

0.17

Transport, Postal & Warehousing

Public Administration & Safety

101

0.53

0.13

Construction

Education & Training

160

0.50

0.16

Information Media & Telecommunications

Health Care & Social Assistance

151

0.49

0.17

Arts & Recreation Services

75

0.49

0.15

Other Services

53

0.49

0.19

Small (5-19 employees)

565

0.49

0.18

Medium (20-199 employees)

582

0.58

0.19

75

0.59

0.11

727

0.51

0.19

58

0.58

0.13

Large (200+ employees)

0.2

0.4

0.6

0.8

1.0

Financial & Insurance Services

Information Media & Telecommunications

By workplace size

0.0

Education & Training
Arts & Recreation Services
Other Services
Health Care & Social Assistance

Figure 6.2 Management practices scores by workplace size
Large (200+ employees)

0.0

0.25

0.5

0.75

1.0

Medium (20-199 employees)
Small (5-19 employees)

By organisational legal status
Proprietary Company
Public Company
Other Incorporated Entity
Sole Proprietorship

156

0.51

0.17

8

0.52

0.16

Figure 6.3 Management practices scores by
organisational legal status
Other Partnership

Family Partnership

14

0.42

0.24

Other Partnership

10

0.64

0.12

Trust Regarded as Corporation

17

0.51

0.27

Other Trust

25

0.57

0.15

Other Unincorporated Entity

18

0.55

0.16

Sole Proprietorship

Government Company

41

0.59

0.14

Trust Regarded as Corporation

118

0.49

0.16

Proprietary Company

30

0.44

0.16

Other Incorporated Entity

80

0.60

0.12

Don’t Know

130

0.51

0.13

Family Partnership

Other Government Entity
Don't know

5 to less than 10 years
10 to less than 20 years

327

0.51

0.19

20+ years

677

0.50

0.19

8

0.64

0.19

1222

0.51

0.19

Not specified
Overall

0.2

0.4

0.6

0.8

1.0

Government Company
Public Company
Other Trust
Other Unincorporated Entity

Other Government Entity

By age of workplace
Less than 5 years

0.0

Figure 6.4 Management practices scores by age of workplace
Less than 5 years

0.0

0.25

0.5

0.75

10 to less than 20 years
5 to less than 10 years
20+ years
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1.0

Prevalence and importance of specific management practices in Australian workplaces
As can be seen from Table 6.1, some beneficial
management practices are commonplace in Australian
workplaces, while others are less common.
For example, most (69.1%) workplace leaders report that they
monitor at least three Key Performance Indicators. These KPIs are
monitored at least monthly in most (80.7%) workplaces. However,
there is room for improvement, as 24.1% of workplaces report that
this information is not monitored by employees.
Most workplaces were selective in communicating targets. Only 35.4%
of workplaces post KPIs in a readily accessible and visible place,
and 35.5% do not provide employees with any access to KPIs.
Knowledge of performance targets is similarly limited, with only 33.8%
of workplaces reporting that all employees – both managerial and nonmanagerial – had access to the workplace’s performance targets.
Research suggests that monitoring and communicating KPIs and
targets across the whole organisation is an important part of achieving
high performance, and SAL findings further support this notion.
For example, further exploration of correlations in the data suggests
that more accessible and visible KPIs are positively and significantly
related to overall target attainment, employee engagement, incremental
innovation, and radical innovation. Communicating targets widely is
also positively and significantly related to employee engagement and
both incremental and radical innovation.
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Setting integrated short-term and long-term targets is positively and
significantly correlated with workplaces’ overall target attainment
scores (OTAS-9), employee engagement, incremental innovation
and radical innovation. However, just under half (47.7%) of Australian
workplaces follow what prior research has considered to be the
recommended ‘best practice’ of setting both short-term and long-term
targets. A further 38.1% focus on short-term targets only.
Research suggests that high performance can be incentivised through
performance-based bonuses and promotions. However, almost half
(44.6%) of workplaces reported that workplace leaders received no
performance bonuses. Similarly, almost half (47.9%) of workplaces
reported this to be the case for non-managerial employees.
Exploratory correlational analyses suggest that use of performancebased bonuses is significantly related to whether a workplace
reported a profit for 2013-14. This is true of performance-based
bonuses for both managers and employees.

6.4 Management practices and workplace outcomes
This chapter alluded previously to some workplace outcomes as they
relate to individual practices, but a number of regression analyses
were also conducted to understand how overall management
practices scores related to various outcomes. The results of these
analyses are presented in Table 6.3.
Consistent with prior research on management practices, the analyses
controlled for workplace size, age of workplace, industry, and
competitive intensity. Management practices scores positively and
significantly relate to whether the workplace reported a profit for 201314, the OTAS-9, incremental innovation, radical innovation, innovation
climate, learning culture and average employee engagement.

Table 6.3

Importantly, as presented in Table 6.4, results show that good
fundamental management practices add value to the workplace
across a variety of outcomes, in addition to leadership self-efficacy,
leadership capabilities (as perceived by leaders themselves), and
leadership climate (as perceived by followers). Specifically, when
controlling for leadership self-efficacy or for any of the four leadership
capabilities (self-confidence, self-management, behavioural flexibility,
and interpersonal understanding), management practices predicted
profitability, target attainment, innovation (incremental and radical),
innovation climate, learning culture, and employee engagement.
When controlling for leadership climate, management practices
predicted all dependent variables examined, with the sole exception
of whether workplaces made a profit in the 2013-14 fiscal year.

Factors associated with management practices scores
FY2013-14
profit (Y/N)

Workplace size
(number of employees)

<.01

OTAS-9

Incremental
innovation

Radical
innovation

Innovation
climate

<.01

<.01

<.01

<.01 **

Learning
culture
<.01 **

Average
engagement
<.01

Age of workplace
(reference: 5 to less than 25 yrs)
Less than 5 years

-0.97

0.02

0.04

0.06

0.00

-0.04

25+ years

-0.13

-0.03

0.01

0.00

-0.02

0.03

-0.22

-0.10

-0.03

0.02

-0.04

Competitive intensity

**

***

-0.02

0.26 ***

0.70

1.41 **

2.16

***

3.60

***

3.45 ***

3.61

0.10

0.06

***

0.08

***

0.05 ***

0.05 **

0.01 ***

0.05

***

0.03 ***

0.01 **

0.02 ***

Management practices score

0.97 **

Constant
R2
ΔR due to management practices
2

0.11
0.06 *

***

0.01 **

***

0.69 ***

0.41 ***
***

0.01

0.42 ***

0.20 **

3.72

***

3.96 ***

0.07

***

0.07

***

0.01 **

Notes: Table presents unstandardised coefficients from ordinary least squares (OLS) regression analyses, except first column, "FY2013-14 Profit (Y/N)". "FY2013-14 Profit (Y/N)"
is a dichotomous variable, with results reported from logistic regression analysis, using Nagelkerke R2. "OTAS-9" = 9-item Overall Target Attainment Score. All analyses also
controlled for Industry effects, using 17 dichotomous variables to represent the 18 industries studied in SAL (with Manufacturing as the reference group). * p < .10; **p< .05; ***p< .01

Table 6.4

The effects of management practices scores above and beyond leadership variables

Leadership self-efficacy

FY2013-14
profit (Y/N)

OTAS-9

Incremental
innovation

Radical
innovation

.91 (.01) **

.20 (.01) ***

.55 (.03)

***

.56 (.02)

.96 (.01) **

.25 (.01) ***

.62 (.04)

***

.60 (.02) ***

.94 (.01)

***

Innovation
climate

Learning
culture

Average
engagement

.38 (.01) **

.40 (.02) **

.17 (.01)

*

.38 (.01) ***

.42 (.02) ***

.21 (.01)

**

Leadership competence
(self-perceptions)
Self-confidence
Self-management

**

.23 (.01) ***

.64 (.04) ***

.62 (.02) ***

.41 (.01) ***

.43 (.02) ***

.20 (.01) **

Behavioural flexibility

1.01 (.01) **

.23 (.01) ***

.63 (.04) ***

.59 (.02) ***

.37 (.01) ***

.41 (.02)

***

.20 (.01) **

Interpersonal understanding

1.00 (.01) **

.25 (.01) ***

.65 (.05) ***

.63 (.03)

***

.40 (.01)

.39 (.02)

***

.18 (.01)

1.02 (.00)

.30 (.01) ***

.91 (.08) ***

.90 (.05)

***

.27 (.01) **

.29 (.01)

***

.24 (.01) ***

Leadership climate

***

**

Notes: Table presents unstandardised regression coefficients (and corresponding changes in R2 in parentheses) for management practices score from ordinary least squares
(OLS) regression analyses, except first column, "FY2013-14 Profit (Y/N)". "FY2013-14 Profit (Y/N)" is a dichotomous variable, with results reported from logistic regression
analysis, using Nagelkerke R2. "OTAS-9" = 9-item Overall Target Attainment Score. All analyses controlled for industry, workplace size, age of workplace, industry , and
competitive intensity, and were conducted separately for each leadership variable. * p < .10; **p< .05; ***p< .01
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37

Leading people – the diffusion of
high performance work practices

This chapter explores the extent to which Australian organisations have deployed human resource management practices
and working arrangements associated with high performance workplaces. Over the past 25 years, researchers in the fields
of management and organisational studies have demonstrated that a complementary bundle of human resource practices
can have a significant impact on productivity and other measures of employee performance. The chapter starts with an
overview of the underlying principles associated with high performance work systems bundles. Then it reports on a series
of items contained in the SAL surveys designed to measure the diffusion of these practices across Australian workplaces.
While the data indicate that these practices are found across a significant proportion of workplaces, their presence is
associated with a range of industry and workplace characteristics. Given the demonstrated consequences of these practices
for workplace performance, significant improvement in workplace performance may be achieved with a more systematic
application of high performance work practices in many industries.

7.1 What are high performance work practices?
The ways in which employees are managed are an important
influence on the success or failure of organisations, and on
employees’ experiences of work. However, with the emergence of
‘strategic human resource management’ in the late 1980s, there has
been a sustained focus on exploring links between human resource
management practices on one hand and employee and workplace
outcomes on the other. Many scholars argue that effective human
resource management delivers ‘win-win’ outcomes, in which employees
experience enhanced quality of working life and organisations gain in a
variety of performance measures.
Since the mid-1990s, research on human resource management
and performance has been associated with the concept of ‘high
performance work practices’ (HPWP) or ‘high performance work
systems’ (HPWS) (Harley, 2005). This approach suggests specific
practices can deliver enhanced employee and organisational outcomes.

There is no agreement about precisely what practices are most
important, but there is consensus that the practices required
must provide employees with three things:
»»

The ability to work effectively: organisations must ensure
that employees have the skills they need through sophisticated
recruitment and on- and off-the-job training.

»»

The motivation to work effectively: this is achieved through
mechanisms such as performance-based pay, opportunities
for internal promotion, and effective performance appraisal
and development systems.

»»

The opportunity to work effectively: work is organised to allow
employees to exercise discretion and make decisions about
processes so they enjoy work, use their skills effectively and
perform at a high level.

The three requirements are often categorised in terms of the ‘Ability,
Motivation and Opportunity’ (AMO) model of human resource
management and performance (Boxall & Purcell, 2003).
Evidence internationally shows that workplaces that use practices
in these three categories perform better on a number of measures
of performance including labour productivity, product and service
quality, and reduced voluntary turnover (Combs et al., 2006).
Employees who are managed using these practices are also more
satisfied, committed and less likely to leave their jobs than those who
are not.
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Australia has relied significantly on the primary sector to fuel its economic
growth, but the end of the resources era challenges our economy to look to
different industries and drivers for future economic prosperity

Key Findings
»»

The diffusion of high performance work practices
in Australian workplaces is somewhat uneven across
different industries and different types of workplaces.

»»

Training opportunities are generally better in larger
workplaces than in smaller ones, and in public sector
workplaces. A significant minority of Australian
workplaces are not providing training, which poses
risks for future performance.

»»

Two in five workplaces offer bonuses based on
organisational profits, yet nearly half do not. In addition,
pay is not tied to performance at all in more than
one-third of workplaces. Performance-based rewards
are a non-union, private sector phenomenon.

»»

Highly unionised workplaces are more likely than
non-union workplaces to offer clearly specified jobs,
performance appraisals and training opportunities.

7.2 Measures of high performance
work practices
Because of the disagreement about the specific high performance
work practices that are most important, data was captured on a broad
set of practices. SAL utilised a slightly modified set of items from
Patel et al. (2013) (see Technical Appendix). These items and the
scales derived from them are validated by Patel et al. (2013), which
means that they can be used with confidence.
Firstly, the frequency of each practice is reported. Then composite
scales are created to represent groups of practices, by calculating
the mean score of all items for that group. For example, the first
section of Table 7.1 shows frequencies for the four items that capture
dimensions of participation. Similarly, Tables 7.2 to 7.6 show the
composite scale that is created by taking the mean of the items.
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7.3 Prevalence of practices
Employee participation

Recruitment and selection

Workplace leaders report high levels of employee participation across
the four items. In every case over 80% of leaders agree or strongly
agree with the relevant statement. The lowest levels of agreement
are reported for practices that provide employees with the greatest
influence and autonomy in decision-making.

The data on recruitment and selection show high levels of all
practices, with over 80% of respondents agreeing with each item.
This suggests Australian workplaces are therefore willing to invest
resources in ensuring that they have the staff they need.

Internal career paths
Internal career paths are generally less prevalent than practices to
encourage employee participation. Less than half of respondents agreed
that employees have opportunities for upward mobility, or that there are
multiple positions which employees could be promoted to. These results
are not surprising; internal career paths are a function of organisational
size, and many of the responding workplaces are quite small.

Training
The results for training are somewhat concerning. While in every case
more than half of respondents agree with the statements, there is also
substantial disagreement. One in four workplaces did not provide formal
training programs to increase employees’ promotability, and one in five
did not provide their new recruits with training in essential job skills.
According to the AMO model (Boxall & Purcell, 2003), employee
ability is crucial for organisational success. More broadly, employee
skills are an essential ingredient in the success of national economies
(Winterton, 2007). The fact that a significant minority of Australian
workplaces are not providing training poses risks for future performance.
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Job specifications
Most workplaces have clearly specified jobs. This is evidence that
they approach work organisation in a structured way and seek to
ensure that employees’ duties are clearly specified.

Performance appraisal
Although there were high levels of agreement about the three
dimensions of performance appraisal, the results show a significant
minority of workplaces of concern. Over 15% of respondents
indicated that performance is not usually measured with objective
quantifiable results and/or that performance appraisal is not based
on such results.

Job security

Performance pay

The results for job security are mixed. An overwhelming majority of
respondents (90%) say that employees can stay with the organisation
as long as they wish. At the same time, however, almost one in four
do not guarantee job security. The latter result is unsurprising given
the high prevalence of contract employment in Australian workplaces.

Australian workplaces have quite different approaches to performancebased pay. Although 43% offer bonuses based on organisational
profits, even more do not (48%). In addition, pay is not tied to
performance at all in more than one-third of workplaces. Given the
centrality of motivation in the AMO model, it is surprising that so many
Australian workplaces do not link employees’ rewards to performance.

Table 7.1

High performance work practices in Australian workplaces (%)
Strongly
Disagree

Disagree

Neither
Agree nor
Disagree

Agree

Strongly
Agree

Employees are often asked to participate in decisions

0.3

8.3

8.5

60.3

22.6

Participation
Employees are allowed to make decisions

0.3

5.8

6.9

68.1

18.9

Employees are provided the opportunity to suggest improvements in the way things are done

0.0

0.4

1.1

54.9

43.6

We keep open communications with employees

0.0

0.6

2.0

54.0

43.4

Employees here have few opportunities for upward mobility

4.9

37.6

10.0

40.6

6.9

Employees do not have any future in this organisation

0.5

3.6

3.7

58.1

34. 1

Promotion in this organisation is based on seniority

0.6

9.4

7.6

66.3

16.2

Employees have clear career paths in this organisation

1.0

22.1

19.6

51.3

6.0

Employees who desire promotion have more than one potential position they could be promoted to

3.5

36.0

13.0

42.7

4.8

Internal career paths

Training
Extensive training programs are provided to employees

1.9

21.2

11.8

52.2

12.9

Employees will generally go through training programs every few years

1.9

19.0

7.7

59.4

12.1

There are formal training programs to teach new hires the skills they need to perform their job

1.3

17.8

7.6

56.4

17.0

Formal training programs are offered to employees in order to increase their promotability in this organisation

1.8

26.3

11.6

50.4

10.0
36.8

Recruitment and selection
Great effort is taken to select the right person

0.0

2.1

4.5

56.6

Long term employee potential is emphasised

0.5

4.6

7.8

55.4

31.8

Considerable importance is placed on the staffing process

0.2

2.4

5.0

60.2

32.2

Very extensive efforts are made in selection

0.5

5.5

7.5

56.2

30.3
24.2

Job specification
The duties in each job are clearly defined

0.5

5.9

4.8

64.6

Each job has an up-to-date description

0.5

13.4

6.3

60.0

19.8

The job description for a position accurately describes all of the duties performed by individual employees

1.6

11.9

9.8

60.6

16.2

Performance appraisal
Performance is most often measured with objective quantifiable results

1.3

16.7

10.4

58.8

12.8

Performance appraisals are based on objective quantifiable results

1.2

14.9

11.5

61.8

10.5

Employee appraisals emphasise long term and group-based achievement

1.6

13.3

9.2

64.9

11.0

Employees can be expected to stay with the organisation for as long as they wish

0.2

3.1

5.1

64.8

26.8

Job security is almost guaranteed to employees

1.9

21.4

14.0

48.2

14.5

Individuals receive bonuses based on the profit of the organisation

9.4

38.5

9.3

34.1

8.7

Pay is generally tied to individual/group performance

5.0

32.0

7.8

48.4

6.8

Security

Performance pay

Note: Items adapted from Patel et al. (2013)
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7.4 Workplace characteristics and high performance work practices
Prior research shows that high performance work practices
vary across workplaces (Harley, 2007). To understand this
variation, mean values of the scales are compared across
workplace characteristics including size, industry, sector,
single- and multi-site, and level of unionisation.
It is notable how little variation there is in the mean values of the
scales across the different workplace characteristics. All of the items
are measured on a five-point scale (‘strongly disagree’ to ‘strongly
agree’) and in most cases the differences between the highest and
lowest scores are less than 0.3. In what follows, only differences
greater than 0.3 are reported, which highlights those characteristics
for which there is substantial variation. Statistically significant
differences are indicated in the tables below. For example, in Table
7.2, the first statistically significant result is for Manufacturing.
The mean score for workplaces in this industry is significantly
different from workplaces in all other industries.

Training
Training practices vary widely across Australian workplaces, and
a number of the differences are statistically significant. Training
opportunities are generally better in larger workplaces than in smaller
ones, in public sector workplaces, and in workplaces with higher
levels of unionisation. Workplaces in Manufacturing, Information
Media and Telecommunications, and Arts and Recreation Services,
have low levels of training when compared with other industries.

Table 7.2

Mean scores of training scale by industry, size,
sector and level of unionisation

Workplace Characteristics

Scale Mean

Industry
Mining

3.7

Manufacturing

3.4***

Electricity, Gas, Water & Waste Services

3.8

Construction

3.5

Wholesale Trade

3.5

Retail Trade

3.5

Accommodation & Food Services

3.4

Transport, Postal & Warehousing

3.6

Information Media & Telecommunications

3.2***

Financial & Insurance Services

3.6

Rental, Hiring & Real Estate Services

3.7

Professional, Scientific & Technical Services

3.5

Administrative & Support Services

3.6

Public Administration & Safety

3.8

Education & Training

3.7

Health Care & Social Assistance

3.9***

Arts & Recreation Services

3.4**

Other Services

3.7***

Size
Small (5-19 employees)

3.5***

Medium (20-199 employees)

3.7**

Large (200+ employees)

4.0***

Sector
Private Sector

3.6***

Public Sector

3.9***

Unionisation
No Union Members
< 26% Unionised

3.6

26-50% Unionised

3.8**

51-75% Unionised

3.8**

> 75% Unionised

3.9***

Overall

3.6

*<=0.1; **<=0.05; ***<=0.01
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3.5***

Performance pay

Job specification

Performance-based rewards show a different pattern than for training.
Performance-based rewards are common in non-union and private sector
workplaces. They are also particularly prevalent in certain industries,
especially Financial and Insurance Services, Rental, Hiring and Real Estate
Services, and Professional, Scientific and Technical Services. Performancebased rewards are much less common in other industries, such as Public
Administration and Safety, Education and Training, and Health Care and
Social Assistance. The difference between public and private sector
workplaces is striking: mean scores are 1.9 and 3.1 respectively, suggesting
that performance-based rewards are a private sector phenomenon.

Table 7.4 shows that clearly specified jobs are most common in highly
unionised workplaces, and in two industries: Public Administration
and Safety, and Health Care and Social Assistance.

Table 7.3

Mean scores of performance-based reward scale
by industry, sector and level of unionisation

Workplace Characteristics

Scale Mean

Industry

Table 7.4

Mean scores of performance-based reward scale
by industry, sector and level of unionisation

Workplace Characteristics

Scale Mean

Industry
Mining

3.9

Manufacturing

3.8

Electricity, Gas, Water & Waste Services

3.6**

Construction

3.8*

Wholesale Trade

3.9

Retail Trade

3.9

Accommodation & Food Services

3.8

Transport, Postal & Warehousing

3.9

Information Media & Telecommunications

4.0

Mining

3.2

Manufacturing

3.2

Electricity, Gas, Water & Waste Services

3.2

Financial & Insurance Services

4.0

Construction

3.1

Rental, Hiring & Real Estate Services

3.9

Wholesale Trade

3.2

Professional, Scientific & Technical Services

3.8

Retail Trade

3.1

Administrative & Support Services

4.1*

Accommodation & Food Services

3.0

Public Administration & Safety

4.2***

Transport, Postal & Warehousing

2.8

Education & Training

4.0*

Information Media & Telecommunications

3.1

Health Care & Social Assistance

4.1***

Financial & Insurance Services

3.5***

Arts & Recreation Services

4.0**

Rental, Hiring & Real Estate Services

3.5***

Other Services

4.0

Professional, Scientific & Technical Services

3.4***

Administrative & Support Services

3.2

Public Administration & Safety

2.2***

Education & Training

2.2***

Health Care & Social Assistance

Unionisation
No Union Members

3.8**

< 26% Unionised

4.0*

26-50% Unionised

3.8

2.5***

51-75% Unionised

4.2***

Arts & Recreation Services

2.6***

> 75% Unionised

4.1**

Other Services

2.9

Overall

3.9

Sector

*<=0.1; **<=0.05; ***<=0.01

Private Sector

3.1**

Public Sector

1.9**

Unionisation
No Union Members

3.2***

< 26% Unionised

2.8***

26-50% Unionised

2.9*

51-75% Unionised

3.3

> 75% Unionised

3.0

Overall

3.1

*<=0.1; **<=0.05; ***<=0.01
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Job security

Performance appraisal

Job security varies significantly by industry. Workplaces in Rental,
Hiring and Real Estate Services, and Health Care and Social
Assistance have high levels of job security, while those in Mining,
Manufacturing, and Information Media and Telecommunications
have low levels.

Performance appraisal is associated with higher levels of workplace
unionisation (Table 7.6). Where unions are present, they influence
the extent to which employee performance and development are
evaluated in a structured way. Workplaces in Public Administration
and Safety also have higher levels of performance appraisal.

Table 7.5

Table 7.6

Mean scores of job security scale by industry

Workplace Characteristics

Scale Mean

Industry

Mean scores of performance appraisal scale by
industry and level of unionisation

Workplace Characteristics

Mining

Scale Mean

3.5***

Industry

Manufacturing

3.7***

Mining

Electricity, Gas, Water & Waste Services

3.8

Manufacturing

3.6*

Construction

3.9

Electricity, Gas, Water & Waste Services

3.8

Wholesale Trade

3.9

Construction

3.6

Retail Trade

3.8

Wholesale Trade

3.7

Accommodation & Food Services

3.8

Retail Trade

3.7

Transport, Postal & Warehousing

3.7

Accommodation & Food Services

3.7

Information Media & Telecommunications

3.5***

Transport, Postal & Warehousing

3.5

Financial & Insurance Services

3.8

Information Media & Telecommunications

3.7

Rental, Hiring & Real Estate Services

4.0***

Financial & Insurance Services

3.8

Professional, Scientific & Technical Services

3.7

Rental, Hiring & Real Estate Services

3.7

Administrative & Support Services

3.9

Professional, Scientific & Technical Services

3.6

Public Administration & Safety

3.9

Administrative & Support Services

3.7

Education & Training

3.8

Public Administration & Safety

4.0**

Health Care & Social Assistance

4.1***

Education & Training

3.7

Arts & Recreation Services

3.8

Health Care & Social Assistance

3.7

Other Services

3.9

Arts & Recreation Services

3.6

Overall

3.8

Other Services

3.8

*<=0.1; **<=0.05; ***<=0.01

By Unionisation
No Union Members

3.7

< 26% Unionised

3.6

26-50% Unionised

3.7

51-75% Unionised

4.0*

> 75% Unionised

3.9*

Overall

3.7

*<=0.1; **<=0.05; ***<=0.01
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3.6

7.5 Where to from here?
This chapter provides a preliminary account of the diffusion of high
performance work practices in Australian workplaces. The evidence
indicates that compared with earlier surveys (such as the Australian
Workplace Industrial Relations surveys undertaken in the 1990s),
high performance work practices have become more common
in Australia. Nonetheless the evidence presented in this chapter
suggests that this process of diffusion has continued to be somewhat
uneven across different industries and different types of workplaces.

While the analysis presented here does not directly assess the
consequences of these practices for workplace performance, based
on a large number of previous studies, a substantial performance
dividend is possible with the further take up of these practices.
Further analysis needs to be undertaken to assess the likely barriers
associated with the absence of these practices.
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Leading innovation

Chapter 8 examines innovation in Australian workplaces. The chapter first compares workplaces which are more innovative
with those that are failing to engage with innovation. It then investigates the relationships between innovation and performance
and between management and leadership related variables and innovation outcomes.

8.1 The innovation challenge
Australia has relied significantly on the primary sector to fuel its
economic growth, but the end of the resources era challenges
our economy to look to different industries and drivers for future
economic prosperity. Innovation is a critical determinant of future
productivity growth, as well as a critical factor in the competitiveness
and performance of organisations. The evidence for this is
compelling: many of the best performing nations in terms of Gross
Domestic Product per capita – Luxembourg, Switzerland, Ireland,
the Netherlands, Sweden, and Austria (IMF, 2015) – have little
or no natural resources, but are built on the production, use and
distribution of knowledge and information in the form of innovation.

Those factors include:

The simple reason for these countries’ success could be that, in the
absence of resources, they had to find alternative ways to progress
– they ‘learned’ how to efficiently generate and distribute new
knowledge and information, and to develop and commercialise new
products and service based on it. While Australia is very efficient in,
for example, extracting an ounce of gold from tons of rock (so efficient
that up to 90 tons of rock per ounce of gold can still be profitable),
we now have to become more efficient in creating and disseminating
knowledge and in innovating on the basis of this knowledge to
achieve the productivity growth rates of the past. Developing these
capabilities is dependent on effective business leadership.
In their review of the leadership and management research, Crossan
and Apaydin (2010) conclude that a number of leadership, management
and organisation attributes explain why some organisations are able to
innovate successfully while others do not.
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»»

Attention to user needs.

»»

Leadership that develops a culture of innovation and facilitates
innovation by encouraging personnel to connect with each
other within the organisation.

»»

Efficient management of innovation projects and
accountability for delivering outcomes.

»»

Processes and systems for running and capitalising on
innovation activity.

»»

Effective marketing and commercialisation skills.

»»

Knowledge management.

»»

The capability to draw on skills and knowledge external to
the organisation, including research communities and other
technology developers.

Identifying and isolating empirically any one of these factors is difficult.
However, most organisation-level enablers for innovation are in
some way related to management and leadership, be that on the
individual, team and organisational or the inter-organisational level.
For example, organisational learning capabilities, team structures
and management, organisational culture, climate and work processes
have all be shown to impact on innovative performance (Crossan &
Apaydin, 2010).
In explaining why innovation performance varies across organisations,
even within the same industry, it is important to note that few
organisations can pursue all the activities necessary to develop and
commercialise any innovation on their own. Rather, organisations
innovate through interactions and connections within their innovation
ecosystems to access critical skills and capabilities – a process which
needs to be managed effectively to result in successful innovation.

Innovation is a critical determinant of future
productivity growth, as well as a critical factor in the
competitiveness and performance of organisations

Key Findings
»»

Australian organisations struggle to turn knowledge
and information inputs into innovation outputs.

»»

Small organisations struggle most with radical
innovation. Public sector organisations score
considerably higher on radical innovation.

»»

Short-term performance is more affected by
incremental product and service improvements
and less susceptible to radical innovation.

»»

Highly innovative organisations actively sense,
internalise and act upon new knowledge and changes
in their operating environment.

»»

High performance work practices relate positively
to innovation.

»»

Employee management based on clear goals produces
more innovative outcomes.

8.2 Australia’s innovation record
In its global comparison of national innovation systems, the Global
Innovation Index (Cornell University, INSEAD & WIPO, 2015) gives
a comprehensive overview of input and output factors relevant to
innovation (see Table 8.1). This analysis reveals that the most innovative
countries include resource-limited ones, such as Switzerland, the United
Kingdom, Sweden, the Netherlands, Finland, Singapore, and Ireland.
Overall, Australia scores a respectable 17th out of the 141 countries
included in the Global Innovation Index. However, the Index also
reveals that while Australia is ranked 10th on measures of inputs into
innovation; it ranks only 24th on innovation outputs. This discrepancy
implies a lack of capability in turning innovation inputs into outputs.
The input scores in Table 8.1 show a clear shortcoming in business
sophistication (ranking 23rd), with particularly low scores on
innovation linkages (38th) and knowledge absorption (63rd). These
factors are strongly related to leadership and management capacity.
A deeper look at innovation outputs shows Australia performs
well in terms of creative outputs (7th), but lacks in knowledge and
technology outputs (39th). Particularly revealing with regard to
factors associated with leadership and management are the low ranks
relating to knowledge impact (32nd) and knowledge diffusion (99th).
The diffusion of knowledge in the form of products, services or
publications is highly dependent on management and leadership.
Further evidence of the extent to which Australian organisations
adapt and grow through innovation can be drawn from the Business
Characteristics Survey (BCS) conducted by the Australian Bureau
of Statistics (ABS)1. The BCS collects data on innovation activity 2
from a large, representative sample of Australian businesses.

1

ABS Catalogue Number 8167.0 - Selected Characteristics of Australian Business, 2013-14,
available
at abs.gov.au/AUSSTATS/abs@.nsf/Lookup/8167.0Main+Features1201314?OpenDocument.
Last accessed 29 February 2016.

2

It is important to note here that ‘innovation-active’ businesses are not necessarily successful
innovators. Success depends on whether innovation activities can be translated and
implemented into actual innovations.
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The data show that even innovation-active organisations fail to
deliver innovative outputs for several reasons. Skill shortages are
the most common obstacle to innovation, with one-quarter of all
innovation-active businesses citing this barrier. Almost one in five
innovation-active organisations indicates skill shortages within the
business and around one in seven indicates general skill shortages
in the labour market as a barrier to innovation.
The presence of these barriers to innovation, especially access
to skills and capabilities, is not simply a product of organisation
characteristics, but also reflects how organisations are managed and
thus their ability to access resources and capabilities, both internally
and externally.
In line with the Global Innovation Index findings for Australia, the
BCS reveals few Australian organisations engage in research
and collaboration with other businesses or research institutions.
More than 90% of organisations surveyed reported they had no
co-operative arrangements in place. While innovation-active
organisations are more likely to collaborate than non-innovation
active organisations, their rate of collaboration – at around 15 percent
– is still low compared with collaboration between organisations and
research institutions globally.

Table 8.1

Australian scores in the Global Innovation Index

Overall Performance

Score
(0-100)

Rank

Global Innovation Index 2015

55.2

17

Innovation Output Sub-Index

45.6

24

Innovation Input Sub-Index

64.8

10

Innovation Efficiency Ratio

0.7

72

55

17

Input Measures

Global Innovation Index 2014 (out of 143)

Score

Rank

1

89.3

11
13

Institutions

1.1.

Political environment

87.3

1.2.

Regulatory environment

93.8

12

1.3.

Business environment

86.8

12

2

Human capital and research

2.1.

Education

57

9

54.3

32

2.2.

Tertiary education

52.9

13

2.3.

Research and development (R&D)

63.9

10

63.7

4

86

7

3

Infrastructure

3.1.

Information and communication technologies

3.2.

General infrastructure

55

13

3.3.

Ecological sustainability

50.1

27
9

4

Market sophistication

66.7

4.1.

Credit

65.5

6

4.2.

Investment

46.1

36

4.3.

Trade and competition

88.5

10

5

Business sophistication

47.5

23

5.1.

Knowledge workers

66.7

10

5.2.

Innovation linkages

41.2

38

5.3.

Knowledge absorption

34.4

63

Output Measures

Score

Rank

6

Knowledge and technology outputs

34.8

39

6.1.

Knowledge creation

34.9

26

6.2.

Knowledge impact

46.2

32

6.3.

Knowledge diffusion

23.2

99

7

Creative outputs

56.5

7

7.1.

Intangible assets

53.3

34

7.2.

Creative goods and services

44.8

7

7.3.

Creation of online content

74.4

6

Source: Cornell University, INSEAD & WIPO (2015)

8.3 Innovation in Australian organisations – findings from SAL
Lack of leadership for innovation is a longstanding challenge for
Australian organisations; it was identified as a major issue in the
Karpin Report (1995) and subsequent Australian studies (Green,
2009). SAL findings bring this research up to date, assessing the
state of management and leadership expertise and its association
with innovation outcomes. This chapter first provides an overview of
the innovation performance of workplaces in SAL by comparing and
contrasting differences in high-performing innovators (upper 25%
of the sample) and low-performers (bottom 25% of the sample).
The data collected through SAL allow for distinguishing between
‘radical’ and ‘incremental’ innovation – see Box 8.1. Table 8.2 profiles
high-performing innovators and low-performing innovators for
both radical and incremental innovation. The results distinguish
between organisations in the sample along a range of workplace
characteristics and examine whether differences relative to other
groups are statistically significant.
The following sections only report statistically significant variations
in the data.
With few exceptions, innovation performance does not vary by
workplace age. A significantly smaller proportion of very young
workplaces (less than five years old) are among low performers on
radical innovation, and a significantly lower proportion of workplaces
in operation for 20 years or more are among low performers on
incremental innovation.
Site diversity positively relates to radical innovation. A significantly
smaller proportion of single single-site organisations are high
performers on radical innovation. Multi-site organisations represent
a significantly higher proportion of high performers.

A medium size is conducive to radical innovation. Small organisations
appear to struggle most with both forms of innovation. With regards
to size, significantly lower proportions of small organisations and
significantly higher proportions of medium-sized organisations are
high performers on radical innovation.
Across industry sectors, a larger proportion of high performers on
radical innovation operate in Health Care and Social Assistance,
while Rental, Hiring and Real Estate accounts for a significantly
smaller proportion. There are also significantly larger proportions of
low performers on radical innovation in Mining and Transport, Postal
and Warehousing. There are no significantly high-performing
industries with regards to incremental innovation. However workplaces
in Education and Training, and Arts and Recreation Services are
significantly less likely to be low-performing.
Comparing sector affiliation, public organisations are more
innovative than private ones. A significantly smaller proportion of
private organisations and a significantly larger proportion of public
organisations are among high performers on radical innovation.
Consistently, a significantly larger proportion of private organisations
and a significantly lower proportion of public organisations are
among low performers on radical innovation. There are no significant
differences with regards to incremental innovation.
Multi-nation organisations – typically foreign-owned – are widely assumed
to be more innovative. Surprisingly, the SAL findings do not support this.
Rather, there are no significant differences on innovation performance
based on whether organisations are foreign or Australian owned.

Box 8.1: Measuring innovation
The two measures used in SAL are radical and incremental innovation. Radical innovation relates to creating products
and services that go beyond what is expected by existing customers and includes experimentation and a focus on new
opportunities, new markets or new ways of bringing products and services to the market. Incremental innovation relates
to refining and improving existing products and services. With incremental innovation, the focus of development is
often on improving efficiency, increasing economies of scale (i.e. reducing costs) and expanding existing markets.
The scales are based on well accepted measures for exploratory and exploitative innovation (Jansen et al., 2006).
For further details see the Technical Appendix.
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Table 8.2

Innovation performance by workplace attribute (% of workplaces)

Innovation performance

Radical innovation
High
Low
(upper 25%) (lower 25%)

Incremental innovation
High
Low
(upper 25%) (lower 25%)

Workplace age (years in operation)
Less than 5 years

17.6

16.5

*

29.3

26.9

5 to less than 10 years

14.2

21.2

20.4

39.1

10 to less than 20 years

21.6

29.2

26.5

32.5

20 years or more

17.5

25.0

20.9

21.5 **

Single/Multi-site
Single site

15.3

**

25.3

20.6

27.0

Multi-site

22.8

**

24.8

26.9

28.2

Workplace size
Small (5-19 employees)

16.5

*

25.2

22.9

29.3

Medium (20-199 employees)

24.0 *

24.9

24.3

23.4

Large (200 or more employees)

19.3

24.2

24.4

21.8

Mining

22.5

44.2

19.0

37.9

Manufacturing

20.9

21.9

24.4

36.9

Electricity, Gas, Water & Waste Services

18.7

39.8

29.0

30.0

Construction

13.2

29.4

21.6

32.9

Wholesale Trade

22.2

18.5

30.6

19.1

Retail Trade

11.2

20.5

15.8

29.2

Accommodation & Food Services

16.9

28.6

19.4

26.3

Industry
*

Transport, Postal & Warehousing

11.2

45.1

Information Media & Telecommunications

26.9

24.8

31.1

27.4

Financial & Insurance Services

29.4

42.3

42.5

36.7

Rental, Hiring & Real Estate Services

**

13.4

*

34.5

19.4

16.6

27.8

16.2

26.5

27.8

23.4

Administrative & Support Services

18.7

25.9

25.1

20.7

Public Administration & Safety

21.4

20.7

18.6

16.1

Education & Training

20.0

19.1

31.4

15.2 ***

Health Care & Social Assistance

28.4

17.6 **

19.3

22.3

Arts & Recreation Services

11.6

20.8

33.5

12.2

Other Services

24.1

31.7

30.0

24.0

Professional, Scientific & Technical Services

9.6

*

**

Sector
Private

18.0

*

25.4

*

23.1

27.8

Public

34.6

*

14.4 *

29.0

17.0

Ownership
Foreign/International

20.2

35.6

23.4

39.6

Majority Australian

17.8

24.3

23.1

26.6

*p<0.1, **p<0.05, ***p<0.01 indicate significant difference relative to other groups in the same column
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8.4 Innovation and performance
Numerous studies demonstrate that effective leadership is associated
with superior innovation outcomes, both radical and incremental
(Mumford & Licuanan, 2004). Moreover, research evidence
consistently supports the proposition that innovation is associated
with higher performance (Afuah, 2003; Kleinknecht & Mohnen,
2002) 3. Many studies, however, focus on a variety of different
types of innovation and use different measures of performance,
which makes it difficult to draw general conclusions (an overview of
studies can be found in Crossan and Apaydin (2010)). One of the few
Australian studies (Palangkaraya et al., 2015) found that innovation
contributed 2.7 percentage points to factor productivity in the
following year relative to other organisations in the same industry.
Two sets of regression analyses using SAL data were conducted for this
chapter: the first estimated relationships between radical and incremental
innovation and a number of performance measures; the second sought
to assess whether managerial and leadership capabilities are associated
with radical and incremental innovation. All analyses included control
variables for workplace size and age, competitive intensity, industry,
sector, unionisation and ownership. To account for some of the reverse
effect of financial performance onto innovative activity, all analyses also
included a dummy variable for whether the organisation made a profit,
broke even or made a loss in the same period.
As Table 8.3 shows, both radical and incremental innovation have
significant positive effects on the composite measure of overall
target attainment (OTAS-9). The regression coefficients indicate the
statistical association between innovation and target attainment: a
one-point increase in radical innovation is associated with a 0.06 point
increase in overall target attainment (0.14 for a one-point increase in
incremental innovation). Given the initial investment of time or money
associated with particularly radical innovation, the direct relation with
performance is more pronounced (i.e. the coefficient is nominally
larger) for incremental than for radical innovation (although the
analysis did not test for statistical differences between the two values).
With respect to the control variables, having made a loss and facing a
high level of competitive intensity negatively affect performance.

3

Nonetheless many researchers urge caution in how these findings are interpreted for a
number of reasons. In particular, much of the available research evidence does not resolve
the issue of the causal direction of the relationship between innovation and organisation
performance. It is also difficult to establish causality based on cross-sectional data due
to the time lag between management practice and innovation and between innovation and
related performance outcomes (particularly for radical innovation which often poses an
initial investment and long-term performance benefits). Few studies offer a longitudinal
design that enables assessment of causal direction. Moreover, where such studies have
been conducted, they typically face the problem of endogeneity – in which the relationship
between these variables is likely to be bidirectional and conditioned by other factors. The
results from SAL need to be interpreted in light of these limitations.
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Table 8.3

Regression coefficients showing the association
between radical and incremental innovation and
meeting performance targets
Radical
innovation

OTAS-9

0.06

Target attainment: Volume of sales

-0.18 **

Target attainment: Unit labour costs

-0.06

0.17

Target attainment: Total costs

-0.07

0.08

Target attainment: Profits

-0.10

0.04

Target attainment: Return on investment

-0.05

Target attainment: Customer satisfaction
Target attainment: Labour productivity
Target attainment: Labour turnover
Target attainment: Absenteeism

***

Incremental
innovation
***

0.16

0.18

0.26 ***
0.25

0.14

***

0.65 ***
0.51 ***

-0.00

0.23

0.03

0.17

Notes: Table presents unstandardised coefficients from ordinary least squares (OLS)
regression analyses. OTAS-9 = 9-item Overall Target Attainment Score combining
the 9 items in the columns to the left. All analyses include controls for workplace size,
competitive intensity, ANZSIC industry division, public vs private sector, workplace
age, foreign vs domestic ownership, level of unionisation, and a dummy for having
made a profit, broken even or loss in the same period.
*p<0.1, **p<0.05, ***p<0.01

Additional multivariate regression analyses tested the association
between the two types of innovation and the individual performance
parameters included in OTAS-9. Radical innovation shows a
significant positive effect on labour productivity and customer
satisfaction, and a negative effect on sales targets. Incremental
innovation is positively associated with all performance targets,
but the only statistically significant results pertain to customer
satisfaction and labour productivity. There are no other significant
effects on any of the performance targets.
The differences in coefficients suggest that short-term performance
is more affected by incremental product and service improvements
and less susceptible to radical innovation. As noted, however, the
performance effects of innovation will be more visible in the longer term.

8.5 Leadership and the innovation challenge
The second set of analyses assesses associations between
managerial and leadership capabilities and radical and incremental
innovation.
The statistical analyses reported in Table 8.4 report on the relationship
between management and leadership and innovation at three levels:
1.
2.
3.

Senior leader perceptions of management and leadership
capabilities within the organisation.
Workplace leader perceptions of management practices,
leadership capabilities and employee performance.
Employee perceptions of senior leadership, workplace
management practices and organisational climate (i.e.
employee-perceived flexibility, clarity of goals, trust
and commitment).

The regression coefficients denote the statistical increase (in scale
points) in the outcome variables (innovation) based on a onepoint increase in the input variables (management and leadership
capabilities and practices).

Table 8.4

Regression coefficients for the association between
management and leadership variables and
innovation outcomes
Radical
innovation

Strategic implementation of objectives

0.29

High performance work systems

0.37 ***

Employee participation

0.12

Internal career paths

***
***

-0.06

Incremental
innovation
0.23
0.15
-0.07

*

0.14

Recruitment and selection

0.22 ***

0.20 ***

Job specification

0.12

***

0.09 ***

Performance appraisal

0.17

***

0.15

Job security

0.07

**

0.06 ***

0.02

0.11

***

Training

Performance pay

***

***

0.34 ***

***

***

0.06 ***

Dynamic capabilities

0.60

Absorptive capacity

0.47 ***

0.39 ***

***

0.49

Transformative capability

0.42 ***

0.29

Senior leader self-efficacy

0.06

0.09

Management practices score (0-1)

0.71

Leadership development
(number of activities)

0.01

0.01

Leadership development present (yes/no)

0.01

0.04

Workplace leader self-efficacy

0.36 ***

0.31 ***

Organisational climate

0.37 ***

0.23

***

0.14

***

***

0.71

***
***

Learning culture

0.17

Frontline manager self-efficacy

0.13

Frontline manager transformative
capability

0.13

**

0.12

***

Employee engagement

0.17

**

0.16

***

Employee voice

0.10

*

0.11

***

***

0.06

Managerial solicitation

0.05

0.08 **

Employee voice behaviour

0.00

0.05

Futility of speaking up (reverse coded)
Creative self-efficacy

0.10
-0.00

***

0.07

**

0.17

***

Notes: The managerial and leadership variables included in these analyses are highly
correlated. To avoid estimation bias associated with multicollinearity, statistical
analyses were run separately for each of the independent variables. All analyses
include controls for workplace size, competitive intensity, ANZSIC industry division,
public vs private sector, workplace age, foreign vs domestic ownership and level of
unionisation.
*p<0.1, **p<0.05, ***p<0.01
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Organisation characteristics
The strategic implementation of objectives describes the extent
to which strategic goals are implemented, communicated and
understood within the organisation (Barrick et al., 2015).
Strategic implementation is positively related to both radical and
incremental innovation. This confirms results from prior research
which associates deliberate goal setting with goal achievement –
assuming that one of the organisational goals is indeed innovation.
High performance work practices (HPWP) are discussed in detail in
Chapter 7 of this report. When deployed effectively, HPWP deliver
enhanced employee and organisational outcomes. The analyses show
that HPWP – overall and individually – tend to positively relate to
both radical and incremental innovation. Although clear employee
career paths show no direct relation with innovation outcomes, the
results show a consistent positive association between employee
management practices and innovation outcomes.
Organisational capabilities include among others dynamic capabilities
and absorptive capacity. Organisational capabilities describe ‘the role
of strategic management in appropriately adapting, integrating, and
re-configuring internal and external organisational skills, resources,
and functional competences toward changing environments’ (Teece
& Pisano, 1994: 538). Many studies show that organisational
capabilities strongly influence innovative outcomes.
Dynamic capabilities are higher order capabilities required to
change the products, production processes, or markets (customers)
served, and to reconfigure operational (day-to-day) capabilities
to keep them relevant (Collis, 1994). SAL measures dynamic
capabilities along three dimensions – sensing, learning and
integrating (Pavlou & El Sawy, 2011). Based on the analyses,
dynamic capabilities appear to have the largest positive association
with radical and incremental innovation.
Absorptive capacity is a related concept and describes an organisation’s
capability to recognise new external knowledge, assimilate it and
apply it to commercial ends (Cohen & Levinthal, 1990). Measured
along four dimensions – acquisition, assimilation, transformation
and exploitation (Jansen et al., 2005), the SAL data show absorptive
capacity to be positively related to both types of innovation. The
strong relationships for both dynamic capabilities and absorptive
capacity support the notion that management which promotes
awareness, learning and integration of new external information, and
effectively adapts organisational processes to this new knowledge
benefits innovative outcomes.
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Transformative capability measures an individual leader’s ability to
utilise existing knowledge and (re-)combine it with new knowledge
to develop new ideas and insights (Löwik, 2013). Analyses based
on SAL show this capability – seen by Löwik as a micro-foundation
for absorptive capacity – to be positively related to radical and
incremental innovation. Leaders and managers need to have strong
external relations and need to observe and readily react to changes in
their business environment.
A senior leader’s self-efficacy describes their self-perceived
competence for leading change in terms of setting direction, gaining
followers' commitment, and overcoming obstacles to change (Paglis
& Green, 2002). The analyses show no direct association with radical
or incremental innovation.

Workplace level
Measures on the workplace level are based on the workplace leaders’
perceptions. Most encompassing on this level is the management
practices score (Bloom & Van Reenen, 2007), which includes a
number of workplace organisation and management factors and
gives an overall score (between 0 and 1) for the sophistication of
management practices in a workplace. As expected, the management
practices score not only positively relates to workplace performance
(see Chapter 6), but is also positively associated with both radical and
incremental innovation. Well-managed workplaces are more efficient
all around, and generate more innovations.
Unlike at the senior leader level, leader self-efficacy at the workplace
level is clearly related to innovation. The workplace leader’s ‘drive’
for change (Paglis & Green, 2002), shows positive associations with
both radical and incremental innovation.

Employee perceptions
The next block of measures relates to factors based on employee
perceptions, aggregated to provide a workplace-level index.
Organisational climate is measured as perceived flexibility, clarity
of goals and pressure to produce (Patterson et al., 2005) and
along factors related to affect- and cognition-based trust and
normative commitment (Colquitt et al., 2012). The composite
measure of organisational climate shows positive associations with
radical and incremental innovation; that is, a flexible and trustbased organisational climate (and thus more satisfied employees) is
conducive to both types of innovation.
Learning culture, that is, the extent to which employees perceive
they are being encouraged to learn and share new knowledge (Gold
& Arvind Malhotra, 2001) is positively associated with radical and
incremental innovation.
The same measure of self-efficacy as utilised on the other levels
(Paglis & Green, 2002) yielded no association with innovation
outcomes on the frontline leader level. That workplace leader selfefficacy appears to influence innovative activity at the workplace, but
not senior or frontline leader level suggests innovation is driven from
middle management. Structural factors, such as frontline leaders not
being empowered to make meaningful decisions and senior leaders
being above product/service innovation decisions may play a role in
explaining these results.
The positive association between transformative capability (Löwik,
2013) at the frontline leader level is less pronounced than at higher
leadership levels, but there is nevertheless a positive relation to
radical and incremental innovation.
Employee engagement was assessed based on measures by Barrick
et al. (2015) and Rich et al. (2010). The level of effort and enthusiasm
employees express for their work is positively related to radical as
well as incremental innovation.

Employee voice encompasses perceived managerial solicitation,
employees’ active voicing behaviour and perceived futility of
speaking up (Fast et al., 2014). The futility of speaking up (reverse
coded) shows a positive association, meaning futility is negatively
associated with radical innovation. Other than that, the analyses
show no direct relationships between employee voice dimensions
and radical innovation. Incremental innovation is positively
associated with managerial solicitation. Also the futility of
speaking up (reverse coded) has a negative effect on incremental
innovation. As a composite, employee voice shows no significant
direct influence on radical innovation but appears to benefit
incremental innovation.
Creative self-efficacy (Tierney & Farmer, 2002) describes an
individual’s belief in their ability to produce creative outputs.
While the analyses show no direct association with radical
innovation, self-assessed creativity is positively associated with
incremental innovation.
Across analyses, the control variables showed relatively few
associations with innovation outcomes. Radical innovation appears
to vary more by industry than incremental innovation. Organisations
operating in the Mining, Electricity, Gas, Water and Waste Services,
and Transport, Postal and Warehousing sectors tend to produce less
radical innovation, while public (rather than private) organisations
show positive outcomes. Industry differences are, overall, far less
pronounced for incremental innovation.
In summary, organisational and workplace factors are associated
consistently with both types of innovation outcomes. Employee-level
factors show more consistent effects on incremental innovation.
Also, the effects of managerial and leadership variables appear
more pronounced for radical than for incremental innovation.
These results are consistent with theoretical expectations when
incremental improvements of products and services are considered
the ‘day-to-day’ responsibilities of ‘lower-level’ employees, and radical
innovation is seen as requiring senior leader approval. On the flipside,
this also means that innovation, particularly radical innovation,
requires explicit senior leadership commitment and support.
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39

Frontline leadership and
employee outcomes

This chapter focuses on frontline leadership. It starts with a profile of frontline leaders (individuals, other than senior
leaders and workplace leaders, who have supervisory responsibilities within the workplace) in Australian organisations.
The chapter then reports on employee perceptions of frontline leader effectiveness. The relationship between employees’
perceptions of frontline leadership and their work-related perceptions and outcomes is discussed.

Key Findings
»»

The demographic profile of frontline leaders is
characterised by a more gender diverse and younger
cohort than is present among senior and workplace
leaders, but with an ethnically and culturally similar
makeup. Other characteristics were largely consistent
with patterns identified among senior and workplace
leaders discussed in Chapter 4.

»»

On average, employees are moderately satisfied with
their frontline leaders.

»»

Frontline leadership effectiveness has a positive
relationship with employee engagement.

Frontline leaders play a key role as intermediaries between senior
leaders and employees. They have to implement strategies and
decisions passed down from senior leadership, provide updates
to senior leadership, and escalate issues and problems from the
frontline. In addition, frontline leaders must satisfy the needs and
expectations of employees on a day-to-day basis, again while
relaying information back to senior leaders.
Despite the critical role played by frontline leaders, most leadership
research has neglected them, focusing instead on the role and
influence of senior leaders at the top of the organisation (Olsen et
al., 2016). Yet, it is difficult to generalise research findings from the
study of top leaders to frontline leadership. As noted in Chapter 2,
frontline leaders and senior leaders perform distinct tasks and face
different challenges. The Study of Australian Leadership provides
data on this important group of leaders.
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»»

Frontline leadership effectiveness has a positive
relationship with employee voice, learning culture
perceptions and innovation climate perceptions.

»»

Frontline leadership effectiveness has a positive
relationship with employees’ trust in their leaders.

»»

Frontline leadership effectiveness has a positive
relationship with organisational commitment and
a negative relationship with employees’ intentions
to quit.

Box 9.1

Defining frontline leaders by age cohorts

This study reduced the more fine-grained age categories used
to collect data to identify three groups of frontline leaders:
»»

Young frontline leaders defined as individuals in frontline
leadership roles aged under 45 years.

»»

Prime-age frontline leaders defined as individuals in
frontline leadership roles aged between 45 and 54 years.

»»

Ageing frontline leaders defined as individuals in
frontline leadership roles aged 55 years or more.

Despite the critical role played
by frontline leaders, most leadership
research has neglected them,
focusing instead on the role and
influence of senior leaders at the
top of the organisation

9.1 Profile of frontline leaders
SAL surveyed frontline leaders as a part of the Employee Survey.
If employees indicated that they had supervisory responsibilities,
they were presented with a separate set of questions. They were
asked about demographic characteristics, including gender, age,
length of tenure, educational attainment, language spoken at home,
and country of birth. The demographic profile of these frontline
leaders is summarised in Table 9.1. They were also asked about
their self-efficacy and self-perceived leadership capabilities.
Finally, as employees of the organisation, they were asked about their
perceptions of the workplace human resource management systems,
culture, climate, opportunities to speak up and engagement.
Table 9.1

Figure 9.1 Frontline leader age cohorts by gender (%)

Male

Demographic profile of frontline leaders (%)
All

Male

Female

Gender
Male

51.2

Female

48.8

Age cohort
Young

55.5

55.2

55.7

Prime-age

26.1

25.9

26.3

Ageing

18.4

18.9

17.9

7.5

7.7

7.2

Female

Organisational tenure
<1 Year
1-2 Years

8.6

7.3

10.1

2-5 Years

27.0

27.1

26.9

5+ Years

56.9

57.9

55.9

7.0

7.7

6.3

Educational attainment
Did not complete secondary school
Completed secondary school

18.0

17.4

18.7

TAFE / Technical certificate

33.8

37.6

29.9

Bachelor’s degree

29.4

26.7

32.3

Master’s degree

11.1

9.9

12.2

Doctoral degree

0.7

0.7

0.6

English only

89.3

88.6

90.0

Language other than English

10.7

11.4

10.0

Language spoken at home

Country of birth
79.8

79.3

80.3

UK

Australia

6.6

7.0

6.3

New Zealand

3.5

4.2

2.7

10.1

9.6

10.7

Other
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All

Age profile of frontline leaders
Chapter 4 identified three cohorts of senior leaders and workplace
leaders: ‘young’, ‘prime-age’ and ‘ageing’ leaders. This chapter
examines the age profile of frontline leaders using the same
categorisation (see Box 9.1). Table 9.1 and Figure 9.1 report the
distribution of frontline leaders across these three groups.
Consistent with the pattern identified in Chapter 4, the age profile
of frontline leaders shows a higher proportion of young leaders than
is the case for senior leaders and workplace leaders. Specifically,
over half of the frontline leaders are in the young leaders category,
resulting in fewer prime-age and ageing leaders than are present
in more senior leadership positions. The age profiles of frontline
leaders are roughly the same for men and women.
As is the case for more senior leaders, the age profile of frontline
leaders varies considerably from industry to industry. Table 9.2
details these differences. The average across all industries is just
over half in the young leaders category, but in some industries
this proportion is larger. The following industries all have frontline
leadership cohorts comprised of over two-thirds young leaders:
Accommodation and Food Services; Other Services; Professional,
Scientific and Technical Services; and Mining. In other industries
–– such as Administrative and Support Services and Health Care
and Social Assistance –– frontline leaders are older. This presents
these industries with leadership succession challenges in the
relatively near future if organisations draw workplace and senior
leadership talent from the frontline.
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Table 9.2

Age profile of frontline leaders by industry (%)

Industry

Young
leaders

Prime-age
leaders

Ageing
leaders

Mining

66.4

18.2

15.5

Manufacturing

60.1

28.2

11.8

Electricity, Gas, Water

56.8

26.7

16.4

Construction

62.8

26.2

11.0

Wholesale Trade

49.4

28.4

22.2

Retail Trade

52.1

30.7

17.2

Accommodation & Food

71.8

18.3

9.9
23.8

Transport, Postal & Warehousing

59.1

17.0

Information Media & Telecom

61.7

24.3

14.0

Financial & Insurance

59.6

19.5

20.9

Rental, Hiring & Real Estate

52.7

19.1

28.2

Professional, Scientific & Technical

69.3

22.2

8.5

Administrative & Support

42.8

29.5

27.7

Public Admin & Safety

48.0

28.6

23.4

Education & Training

48.7

29.6

21.8

Health Care & Social Assistance

40.1

33.8

26.1

Arts & Recreation

63.1

21.2

15.8

Other

71.2

13.6

15.2

All

55.5

26.1

18.4

Gender profile of frontline leaders
Nearly half of frontline leaders are women (Table 9.1). This is in
contrast to the low proportions of women in senior leader and
workplace leader roles, as discussed in Chapter 4. However, Figure
9.2 indicates that in eight of the eighteen industries, women make
up more than half of frontline leaders, but proportions vary across
industries. Consistent with the patterns among senior leaders and
workplace leaders described in Chapter 4, certain industries are
particularly male-dominated and female-dominated among even
frontline leaders. In the traditionally male-dominated industries of
Mining; Construction; Manufacturing; and Transport, Postal and
Warehousing, frontline leadership is comprised of more than twothirds men. Conversely, Health Care and Social Assistance; Education
and Training; and Rental, Hiring and Real Estate have femaledominated frontline leadership, comprised of over 60% women.
The remaining industries approach equal representation of genders
among frontline leaders.

It is encouraging to see equal representation across these industries.
However, when taken together with findings presented in Chapter 4,
the data show women still face a ‘glass ceiling’, meaning that fewer
women are promoted to senior and workplace leadership roles.
If senior leaders and workplace leaders are drawn from talent at
the frontline, one should observe equal proportions throughout the
hierarchy. It is possible that many workplaces have recently embarked
on genuine efforts in gender equality, but SAL results in Table 9.1 do
not indicate that hiring efforts have shifted to increase the proportions
of women in the recent past.
Sceptics of organisational efforts towards gender equality may
reasonably argue that senior and workplace leadership in Australia
is still not gender-inclusive and that organisations may be filling
lower-level leadership positions to boost proportions of female
leaders. To address these concerns, future measurement efforts
should follow SAL’s lead and focus on proportions at different levels of
leadership, rather than just on a ‘leader’ versus ‘non-leader’ distinction.

Figure 9.2 The gender profile of frontline leaders by industry (%)
Male
(%)

Female
(%)

Mining

87.2

12.8

Manufacturing

72.5

27.5

Electricity, Gas, Water

65.6

34.5

Construction

82.9

17.1

Wholesale Trade

60.0

40.0

Retail Trade

47.9

52.1

Accommodation & Food

45.4

54.6

Transport, Postal & Warehousing

70.7

29.3

Information Media & Telecom

46.2

53.8

Financial & Insurance

59.4

40.6

Rental, Hiring & Real Estate

36.3

63.7

Professional, Scientific & Technical

52.5

47.6

Administrative & Support

60.5

39.3

Public Admin & Safety

65.6

34.4
65.2

Industry

Education & Training

34.8

Health Care & Social Assistance

18.9

81.1

Arts & Recreation

48.7

51.3

Other

45.9

54.1

All

51.2

48.8

All

Male
Female
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Educational qualifications of frontline leaders
As summarised in Table 9.1, the educational attainment status of frontline
leaders varies. Only 7% have not completed high school –– a smaller
proportion than observed among their more senior counterparts
(Chapter 4). Additionally, frontline leaders exhibit larger proportions
of individuals with secondary education as their highest qualification,
compared to senior leaders. However, similar to single-site senior
leaders and multi-site workplace leaders, 33.8% of frontline leaders
have a TAFE or technical certificate and 29.5% have a bachelor’s
degree as their highest educational attainment.

This is the case for 66.2% of frontline leaders in Retail Trade, 46.1%
in Rental, Hiring and Real Estate, and 43.3% in Wholesale Trade.
Other industries require higher levels of educational attainment,
consistent with patterns reported in Chapter 4 for more senior leaders.
In the Education and Training industry, for example, only 6.6% of
frontline leaders have a secondary school (or less) level, but 18.9% have
a TAFE or technical certificate, and the largest proportion (45.7%) have
a bachelor’s degree, with 28.9% at even higher levels. The Professional,
Scientific and Technical industry exhibits a similar pattern.

There is some difference between the educational attainment of men
and women frontline leaders, in terms of their attainment of TAFE
/ technical certificates (37.6% among men versus 29.9% among
women), bachelor’s degrees (26.7% among men versus 32.3%
among women, and master’s degrees (9.9% among men versus
12.2% among women). However, there is considerably more variation
by industry, as depicted in Figure 9.3. As with senior leaders, for
a number of industries, completing secondary school (or less)
represents the highest qualification.

As indicated in Table 9.3, there is some variation in educational
attainment according to workplace age groups. Across all workplace
age groups, frontline leaders with postgraduate degrees are few
(from 10.4% to 13%), while over 60% have TAFE or undergraduate
qualifications. This proportion is lowest among older (20+ years)
workplaces, which also have the largest proportion (28.8%) of
frontline leaders with secondary school qualifications, or less.
Workplaces that are less than five years old have the greatest
proportion (45.1%) of undergraduate degree-holding frontline leaders,
and this proportion decreases with workplace age, to 27.1% for the
oldest category.

Figure 9.3 Highest qualification of frontline leader by industry (%)
Secondary
school
or less

Industry
Mining

TAFE /
Technical

Bachelor’s
degree

Postgraduate
4.7

33.4

33.9

28.0

Manufacturing

19.7

50.9

22.7

6.8

Electricity, Gas, Water

31.7

14.7

41.5

12.1

Construction

22.7

50.5

21.6

5.2

Wholesale Trade

43.3

31.6

12.1

13.0

Retail Trade

66.2

25.9

2.4

5.6

Accommodation & Food

28.1

31.4

38.6

2.0

Transport, Postal & Warehousing

29.4

45.4

19.1

6.1

Information Media & Telecom

32.3

31.1

28.8

7.8

Financial & Insurance

27.9

27.4

32.7

12.0

Rental, Hiring & Real Estate

46.1

36.1

16.0

1.8

6.7

20.0

49.2

24.2

Administrative & Support

30.1

46.0

18.0

5.9

Public Admin & Safety

16.6

42.8

25.3

16.1

Education & Training

6.6

18.9

45.7

28.9
13.1

Professional, Scientific & Technical

Health Care & Social Assistance

14.8

31.9

40.2

Arts & Recreation

24.2

26.4

41.0

8.3

Other

19.9

36.8

26.8

16.5

All

25.0

33.8

29.5

11.7
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All

Secondary school or less
TAFE / technical
Bachelor’s degree
Postgraduate

Table 9.3

Workplace
age

Ethnic and cultural diversity among
workplace leaders

Workplace age and highest qualification
of frontline leaders (%)
Secondary
school
or less

TAFE /
Technical

Bachelor’s
degree

Postgraduate

<5 Years

17.2

24.7

45.1

5-10 Years

20.3

31.4

37.1

13.0
11.3

10-20 Years

19.1

40.2

30.2

10.4

20+ Years

28.8

31.6

27.1

12.5

All

25.0

33.4

29.7

11.9

Table 9.1 reports on the country of birth of frontline leaders1, as well
as on languages spoken at home. Not unlike the case for senior and
workplace leaders, around 80% frontline leaders are Australian-born.
Slightly fewer frontline leaders (6.6%) are born in the UK than was the
case for other leaders. Few frontline leaders are born in New Zealand
(3.5%), and around 10% of frontline leaders (men and women) are
born in countries other than Australia, the UK and New Zealand.
Languages spoken in the homes of frontline leaders reflect these
countries of origin. Specifically, around 90% of frontline leaders
(men and women) report that they speak only English at home, as
was the case in the senior and workplace leader profile described in
Chapter 4.

1

Due to survey length constraints, the Employee Survey (including that which was
presented to frontline leaders) did not measure country of birth to the level of detail
that was possible for the senior organisational and workplace leaders, restricting
the ability to make substantial comparisons.
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9.2 Frontline leadership effectiveness in Australian workplaces
As part of the SAL Employee Survey, 2438 employees from a variety
of organisations responded to questions about the effectiveness of
their frontline leaders 2. Employees responded to 12 items on a fivepoint scale (1 [strongly disagree] to 5 [strongly agree]), indicating the
extent to which they thought each statement reflects the approach
and behaviours of their frontline leaders (Table 9.4). These 12 items,
adapted from Ahearne et al. (2005), can be classified in four dimensions:
1.

Enhancing the meaningfulness of work (items 1 – 3).

2.

Fostering participation in decision making (items 4 – 6).

3.

Expressing confidence in high performance (items 7 – 9).

4.

Providing autonomy from bureaucratic constraints (items 10 – 12).

On average employees are moderately satisfied with their frontline
leaders, as the overall mean is 3.60 out of 5. The employees report
that their frontline leaders’ confidence in their skills is very high
(items 7 – 9). This leadership dimension had an overall mean of 4.00,
which is higher than the means of other dimensions. The dimension
‘fostering participation in decision making’ had a mean of 3.20, the
lowest among the dimensions (items 4 – 6). This finding suggests
that frontline leaders do not always make decisions in consultation
with employees. This can have negative consequences for employees’
motivation, as today’s employees often want to be involved in
decisions that concern their workplace. In addition, employees
want to feel valued and recognised, which can be achieved through
participative decision-making.
The results indicate gender differences with regard to perceptions
of frontline leadership effectiveness. Generally, women perceive their
frontline leaders to be more effective. The mean for each item and
dimension is higher for female employees than for male employees.
Analyses of frontline leadership effectiveness show differences
across socio-demographic categories (Table 9.5). For example,
older employees perceive their frontline leaders as less effective
than do younger employees. The mean of older employees (55 years
or older) is 3.53, the lowest mean among the different age groups.

2

The items used to measure employee perceptions of frontline leader effectiveness can be
aggregated at the workplace level to measure leadership climate.
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Table 9.4

Measurement items and means of frontline
leadership effectiveness
Overall
mean

Female
mean

Male
mean

1. My manager helps me understand how
my objectives and goals relate to that of
the organisation.

3.54

3.56

3.51

2. My manager helps me understand the
importance of my work to the overall
effectiveness of the organisation.

3.63

3.65

3.60

3. My manager helps me understand how
my job fits into the bigger picture.

3.58

3.61

3.53

Mean (items 1 – 3)

3.58

3.61

3.55

4. My manager makes many decisions
together with me.

3.13

3.14

3.11

5. My manager often consults me on
strategic decisions.

3.00

3.02

2.96

6. My manager asks my opinion on
decisions that may affect me.

3.46

3.50

3.04

Mean (items 4 – 6)

3.20

3.22

3.16

7. My manager believes that I can handle
demanding tasks.

4.03

4.07

3.97

8. My manager believes in my ability to
perform at a high level.

4.05

4.09

3.99

9. My manager expresses confidence in my
ability to perform at a high level.

3.92

3.95

3.88

Mean (items 7 – 9)

4.00

4.04

3.95

10. My manager allows me to do my job
my way.

3.74

3.78

3.68

11. My manager makes it more efficient for
me to do my job by keeping the rules and
regulations simple.

3.67

3.70

3.63

12. My manager allows me to make
important decisions quickly to satisfy
customer needs.

3.70

3.74

3.67

Frontline leadership effectiveness items
Enhancing the meaningfulness of work

Fostering participation in decision making

Expressing confidence in high
performance

Providing autonomy from bureaucratic
constraints

Mean (items 10 – 12)

3.70

3.74

3.66

Means of the 12 items

3.60

3.64

3.56

Male employees perceive their frontline leaders as less effective
across all age groups. Similarly to age, employees with high tenure
perceive their frontline leaders as less effective than employees
with low tenure (Table 9.5). Male employees perceive their frontline
leaders to be less effective again, except male employees who have
tenure below one year.
Most respondents are Australian-born, and perceive their frontline leaders
in the same way as employees from other nations. Only employees
from New Zealand perceive their frontline leaders to be more effective.
Some gender differences can be observed again. Female employees
from Australia and New Zealand perceive their frontline leaders as more
effective, while male employees from United Kingdom and other countries
perceive their frontline leaders as more effective.
Employees who did not complete high school perceive their frontline
leaders as less effective compared to employees with higher
qualifications. Employees with a PhD perceive their frontline leaders
as most effective. Among employees with low qualifications, female
employees evaluate their frontline leaders as more effective.
An exception is the category ‘did not complete high school’ – the
mean is similar for men and women. Among employees with high
qualifications (master's degree or PhD), there is a different picture.
Male employees evaluate their frontline leaders more favourably.
Occupational differences also affect perceptions of frontline
leadership effectiveness. Employees who mainly conduct manual
labour and work in the secondary sector (e.g. Manufacturing)
perceive their frontline leaders as less effective than employees who
work in the tertiary sector (such as supplying services to customers
and business). Specifically, the means for frontline leadership
effectiveness are the lowest for machinery operators and drivers,
labourers and technicians and trades workers. In contrast, the highest
means are among managers and, clerical and administrative workers.
Gender differences are observed again. Female employees perceive
their frontline leaders as more effective when their occupation
belongs to the categories managers, clerical and administrative
workers and sales workers. In contrast, male employees perceive
their frontline leaders as more effective when they belong to the
categories professionals, community and personal service workers,
and machinery operators and drivers.

Table 9.5

Descriptive statistics about frontline
leadership effectiveness
Overall
mean

Female
mean

Male
mean

3.62

3.65

3.58

25-34

3.70

3.72

3.65

35-44

3.69

3.70

3.69

45-54

3.59

3.62

3.56

55 & over

3.53

3.57

3.49

Age
18-24

Years employed
Less than 1 year

3.77

3.73

3.85

1 to less than 2 years

3.70

3.77

3.59

2 to less than 5 years

3.60

3.68

3.45

5 years or more

3.53

3.54

3.50

Australia

3.60

3.64

3.53

United Kingdom

3.56

3.48

3.67

New Zealand

3.82

3.91

3.73

Other

3.66

3.62

3.72

Country of birth

Education qualification
Did not complete high school

3.46

3.46

3.47

Completed high school

3.62

3.66

3.56

TAFE/ Technical Course

3.62

3.65

3.59

Bachelor's degree or equivalent

3.60

3.68

3.47

Master's degree or equivalent

3.64

3.59

3.73

PhD or equivalent

4.06

3.96

4.09

Managers

3.80

3.86

3.68

Professionals

3.70

3.67

3.76

Technicians & Trades Workers

3.48

3.47

3.48

Community & Personal Service Workers

3.62

3.60

3.76

Clerical & Administrative Workers

3.76

3.77

3.70

Sales Workers

3.59

3.65

3.51

Machinery Operators & Drivers

3.40

3.11

3.42

Labourers

3.42

3.40

3.38

Occupation
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9.3 Frontline leadership effectiveness and employee outcomes
To evaluate the practical importance of frontline leadership, the
relationship between frontline leadership effectiveness (evaluated by
employees) and employee outcomes such as employee engagement,
voice and learning (self-reported by employees) was examined.
Employee engagement predicts job performance (see Technical
Appendix for measurement of engagement). The results of a
regression analysis which includes gender, age and organisational
tenure as control variables are provided in Table 9.6.

Three regression analyses were conducted, controlling for employees’
gender, age and organisational tenure (Table 9.6). The results indicate
that frontline leadership effectiveness has a positive and significant
relationship with employee voice, learning culture perceptions and
innovation climate perceptions. A one-unit increase in frontline
leadership is related to a 0.72 unit increase in employees’ perceptions
of voice, to a 0.65 unit increase in employees’ perceptions of learning
culture and to a 0.73 unit increase in employees’ perceptions of
innovation climate. Frontline leadership seems to be an important
factor for employee outcomes that are crucial for innovation.

The results indicate that frontline leadership effectiveness has a
positive and significant relationship with employee engagement.
A one-unit increase in frontline leadership effectiveness (based
on a five-point Likert scale) is related to a 0.31 unit increase in
engagement. This finding suggests that frontline supervisors could
play a key role in increasing the engagement of employees.

Other important employee outcomes are organisational commitment
and employee turnover. Both variables are important factors for
organisations. Employees feel less committed to organisations today
and do not stay most of their work life in the same organisation.
Instead, it is common for young employees to change organisations
after few years to advance their career and gain new work experiences.
Organisations suffer from employee turnover as they have to recruit
and train new employees. This recruitment and training takes financial
resources as well as time and effort from the current workforce. Most
organisations are interested in increasing employees’ commitment to
the organisation and in reducing employee turnover.

Today’s dynamic and competitive business environment emphasises
the importance of innovation. Employee voice, perceptions of
a learning culture and perceptions of an innovation climate are
predictors of innovation. The relationships between frontline
leadership effectiveness and these employee outcomes were analysed.
To measure employee voice, employees reported the degree to
which they have the opportunity to express their opinions and to
participate in the decision-making process. To measure learning
culture perceptions, employees reported the degree to which they
are encouraged to share knowledge and try new things. To measure
innovation climate, employees evaluated the flexibility and adaptability
of their organisation as well as acceptance of new ideas. The Technical
Appendix has further information about the measurement.

SAL includes data about employees’ organisational commitment and
employees’ intentions to quit, which are direct predictors of employee
turnover. To measure organisational commitment, employees
evaluated statements that deal, for example, with their emotional
attachment to their organisation and their feeling of belonging to their
organisation (see Technical Appendix). To measure intentions to quit,
employees evaluated statements such as whether they plan to leave
the organisation in the near future.

Table 9.6 Regression results about the relationship between frontline leadership effectiveness and employee outcomes
Employee
engagement

Voice

Learning

Innovation
climate

Organisational
commitment

Intentions to
quit

Trust in
management

Frontline leadership effectiveness

0.31**

0.72**

0.65**

0.73**

0.55**

-0.78**

0.86**

Sample Size for Analysis (N)

2435

2431

2432

2432

2434

2414

2432

R2

0.18**

0.54**

0.47**

0.37**

0.29**

0.29**

0.58**

ΔR 2 due to frontline leadership
effectiveness

0.15**

0.53**

0.43**

0.32**

0.28**

0.26**

0.55**

Notes: Table presents unstandardized coefficients from ordinary least squares (OLS) regression analyses We controlled for gender, age and organisational tenure.
* p< .05; ** p< .01; † p < .10
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Two regression analyses were conducted, controlling for employees’
gender, age and organisational tenure. These are also reported in
Table 9.6. The results show a positive and significant relationship
between frontline leadership effectiveness and organisational
commitment and a negative and significant relationship between
frontline leadership effectiveness and employees’ intentions to quit.
A one-unit increase in frontline leadership effectiveness is related to
a 0.55 unit increase in organisational commitment, while a one-unit
increase in frontline leadership effectiveness is associated with a
0.78 unit decrease in employees’ intentions to quit. Effective frontline
leaders seem to play a key role in motivating employees to commit to
their organisation and continue their career there.
Employees’ trust in their frontline leaders and its relationship with
frontline leadership effectiveness was also considered. Management
researchers often highlight the importance of trust in management
and business. Trust has grown in importance for employees because
of the recent global financial crises and related lay-offs. Lay-offs
cause distrust in leadership. To investigate these links further,
employee data from SAL was analysed to determine whether frontline
leadership effectiveness has a positive relationship with employees’
trust. To measure employees’ trust, employees evaluated, through
several statements, the trustworthiness of their frontline leaders (see
Technical Appendix).

The statements dealt with relational and professional aspects of
trustworthiness. A regression analysis was conducted, controlling
for employees’ gender, age and organisational tenure. The regression
results suggest a positive and significant relationship between
frontline leadership effectiveness and employees’ trust in their
supervisors. More precisely, a one-unit increase in frontline
leadership effectiveness is related to a 0.86 unit increase in
employees’ trust in their frontline leaders.
Frontline leaders play a key role in organisations. They deal,
day-to-day, with employees, so they are in a good position to
motivate and inspire them. This is reflected through the results of
our statistical analysis, indicating that employees’ perceptions of
their frontline leaders are related to key employee outcomes such
as work engagement, voice, learning culture, innovation climate,
organisational commitment, intention to quit and trust3.

3

Due to the cross-sectional nature of the study, information about causality
can not be inferred.
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10

Developing leaders
for the future

This chapter focuses on the practices used to develop leaders in Australian workplaces. It provides an overview of the
different types of leadership development in Australian workplaces. To evaluate the practical importance of leadership
development, the relationships between leadership development with leadership effectiveness and workplace outcomes are
analysed. Few international studies assess the effectiveness of leadership development activities. The Study of Australian
Leadership (SAL) addresses this gap.
The previous chapters illustrate the importance of leadership at different
levels within organisations – from senior leaders to frontline leaders.
Effective leadership – embodied by diverse individuals within an
organisation – is positively related to workplace performance,
innovation and employee engagement. In light of these findings, it
is important for organisations to understand how best to invest in
developing effective leadership capabilities at all levels.
The importance of leadership development is not lost on organisations.
Many recognise the key role of leadership. The number of leadership
development activities increased markedly over the past decade (Day
et al., 2013; Orazi et al., 2014), and the annual spend on leadership
development also increased substantially. In the United States, for
example, between $15 billion and $20 billion per year is spent on
leadership development (O'Leonard & Loew, 2012) – far more than
organisations spend on any other training and development (Berson,
2014). World-wide, this estimate is in the order of more than $50
billion per year (Kellerman, 2012: 154). In Australia, less evidence
exists on leadership development outlays, but survey data suggest
that Australian firms spend significantly less than their counterparts
in Asia, Europe and the United States (Mercer, 2013).
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Leadership development takes many forms. Based on recent reviews
(Day et al., 2013; Orazi et al., 2014), leadership development activities
can be classified in the following categories:
1.

Formal leadership qualification programs provided externally
through technical colleges, vocational institutes and
universities.

2.

Leadership seminars and workshops as well as online webinars,
courses and workshops, often offered in-house.

3.

Leadership assessment programs, such as 360-degree feedback
assessments, developmental assessment centres and leadership
simulation programs.

4.

Special developmental assignments, such as job rotation
programs, learning by observing (‘shadowing’) and action learning.

5.

Mentoring programs, such as in-house mentoring, executive
coaching, advisory and support networks.

While these activities apply across all levels of leadership within
organisations, most initiatives target chief executives and other senior
leaders. Again, while there are few studies comparing investments
in senior and frontline leadership development, evidence for the
Asia-Pacific region (including Australia) suggests that the difference
is large: $10 spent on senior leaders for every $1 spent on frontline
leaders (Mercer, 2013).

Key Findings
»»

Around one in seven workplaces in multi-site
organisations do not provide any leadership
development arrangements.

»»

Underperforming workplaces offer fewer leadership
development arrangements.

»»

Leadership development has a positive relationship
with leadership effectiveness as well as a positive
indirect relationship with workplace performance
and innovation.

»»

The indirect relationships between leadership
development with workplace performance and
innovation are explained through leadership
effectiveness.

»»

Leadership development relates positively to leader
self-efficacy and leadership capability of workplace
leaders, which in turn relate positively to workplace
outcomes. It is therefore important that leadership
development is provided to workplace leaders.

Paradoxically, the amount spent on leader development is not
reflected in the participants’ levels of satisfaction with these activities,
or organisational assessments of the leader talent pool. In fact, the
leadership development industry is subject to growing criticism.
In her influential book, The End of Leadership, Barbara Kellerman
(2012) concludes that investment in leadership development by
US organisations has been misdirected and fails to address the
enormous changes that organisations face. In her view, changes in
organisational culture and new technologies have fundamentally
altered the relationship between leaders and followers.
In an equally compelling view of leadership development, Jeffery Pfeffer
(2015) argues that leadership development activities are plagued by
idealistic models that bear little relationship to the reality of the day-to
day role of leaders. In his view, our understanding of leadership, and
how we develop leadership, also needs a fundamental reappraisal.
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These critiques are based on US evidence. Even so, few studies
assess the effectiveness of leadership development activities.
The Study of Australian Leadership (SAL) addresses this gap.
The study captured different types of leadership development
activities among Australian organisations and their effectiveness.
Specifically, through SAL the following questions can be addressed:
1.

What type of leadership development is conducted in
Australian workplaces?

2.

Do leadership development activities relate to leadership
effectiveness?

3.

Do leadership development activities differ in low- vs. highperforming workplaces?

4.

Do leadership development activities relate to
workplace outcomes?

10.1 What type of leadership development is conducted in Australian workplaces?
To provide an overview of the types of leadership development,
workplace leaders in multi-site organisations (N= 818) answered the
question: ‘What leadership training and development arrangements does
your workplace have?’ 1 A summary of responses to this item is provided
in Figure 10.1. Respondents could choose more than one response.
Figure 10.1 Leadership development in Australian workplaces
Leadership workshops

59.7%

Mentoring

59.4%

Special developmental assignments
Formal leadership qualification programs
Leadership assessment
None

0%

Leadership development offerings vary across organisations based
on their characteristics (Table 10.1). Not surprisingly, given the recent
resources boom, Mining industry workplaces offer the highest
number of formal leadership programs, while workplaces in the
Professional, Scientific and Technical Services industry offer the
lowest number. Leadership workshops are popular among workplaces
in the Other Services industry, but less popular in Manufacturing.
Leadership assessment and special developmental assignments are
often offered in Rental, Hiring and Real Estate Services workplaces.
In contrast, leadership assessment is rarely offered in Arts and
Recreation Services workplaces, and special developmental
assignments are rarely offered in Electricity, Gas, Water and Waste
Services workplaces. Finally, mentoring is popular in Accommodation
and Food Services but not in Financial and Insurance Services.

40.4%

39.9%

29.8%

14.2%

Others

11.1%

10%

20%

30%

40%

50%

60%

70%

Around one in seven workplaces in multi-site organisations (14.2%)
do not provide any leadership development. It is difficult to generalise,
however, it can be expected that this proportion is higher for workplaces
in single-site organisations, given they have lower budgets for training
and development programs.

1

The most common leadership development activities are leadership
workshops (59.7%) and mentoring programs (59.4%), followed by
special developmental assignments (40.4%) and formal leadership
development programs, such as MBA programs (39.9%). The least
common leadership development activities are leadership
assessment initiatives, such as 360-degree feedback assessments,
developmental assessment centres and leadership simulation
programs (29.8%).

Younger workplaces (less than five years) offer less leadership
development, except with regard to formal leadership qualification
programs. Similarly, smaller workplaces (5 to 19 employees) provide
less leadership development than medium-size (20 to 199 employees)
and large (more than 199 employees) workplaces, except with regard
to formal leadership qualification programs. Generally speaking,
older and larger workplaces provide more leadership development.
Of further note is that public organisations offer more leadership
development than private organisations.

Due to the need to limit the number of questions asked across the different survey
instruments used in SAL, senior workplace managers of single site organisations were not
asked this question.
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Table 10.1 Leadership development by industry sector, workplace age, workplace size and legal status
Leadership
qualification
programs (%)

Leadership
workshops (%)

Leadership
assessment (%)

Special
developmental
assignments (%)

Mining

71

46

21

44

64

7

0

Manufacturing

34

41

18

36

48

5

25

Electricity, Gas, Water
& Waste Services

56

75

40

23

68

3

2

Construction

42

61

27

34

50

15

12

Wholesale Trade

35

47

17

32

48

4

30

Retail Trade

26

46

29

48

61

20

11

Accommodation
& Food Services

59

50

25

41

78

14

6

Transport, Postal
& Warehousing

34

60

31

41

64

4

16

Information Media &
Telecommunications

36

79

25

32

63

18

16

Financial & Insurance Services

59

62

52

43

38

9

16

24

66

61

61

70

2

12

Professional, Scientific
& Technical Services

20

70

30

25

74

11

13

Administrative & Support
Services

40

77

51

55

67

8

8

Public Administration
& Safety

46

73

25

46

60

15

19

Education & Training

42

66

26

43

74

17

12

Health Care & Social
Assistance

55

82

33

38

56

14

8

Mentoring
(%)

Others (%)

None (%)

Industry sector

Rental, Hiring & Real Estate
Services

Arts & Recreation Services

41

74

11

50

65

14

13

Other Services

47

94

28

40

71

14

0
24

Workplace age
Less than 5 years

46

36

23

33

54

6

5 to less than 25 years

37

61

31

40

62

10

11

25 years or more

40

69

32

44

57

16

13

Small (5-19 employees)

40

50

26

30

57

7

16

Medium (20-199 employees)

36

67

32

49

60

15

13

Large (200+ employees)

58

69

35

50

67

11

6

Workplace size

Sector
Private sector

39

59

29

40

59

11

15

Public sector

52

92

41

56

72

29

4
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10.2 Do leadership development activities relate to leadership effectiveness?
To evaluate the effectiveness of leadership development programs,
the association between these programs and leadership effectiveness
was analysed. Leadership effectiveness was measured in two ways
(also see Technical Appendix):
»»

Leader self-efficacy: 'a person's judgment that he or she can
successfully exert leadership by setting a direction for the work
group, building relationships with followers in order to gain
their commitment to change goals, and working with them to
overcome obstacles to change' (Paglis and Green, 2002: 217).

»»

Self-perceived leadership capability: leaders’ perceptions about
their self-confidence, self-management, behavioural flexibility
and interpersonal understanding (Mayo et al., 2012).

Table 10.2 reports findings from regression analyses of the
relationship between leadership development and these two leadership
effectiveness measures. A positive relationship was found between
leadership development and leadership effectiveness. Specifically,
formal leadership qualification programs, special developmental
assignments and mentoring are positively and significantly related to
the self-efficacy of workplace leaders. In addition, formal leadership
qualification programs, leadership seminars, special developmental
assignments and mentoring are positively related to their selfperceived leadership capability.

Table 10.2 Regression results about the relationship between leadership development and leadership effectiveness.
Workplace leader
Leadership development

Leader self-efficacy

Formal leadership qualification programs

0.06

Leadership seminars

0.02

†

Self-perceived leadership capability
0.08

*

0.07

*

Leadership assessment

0.05

Special developmental assignments

0.06

†

0.07

*

Mentoring and executive coaching

0.13

**

0.07

*

Others

0.06

R

0.11

**

0.10

0.06

**

0.05 **

2

ΔR due to Leadership development
2

0.02

0.03
**

Notes: Table presents unstandardized coefficients from ordinary least squares (OLS) regression analyses. Workplace size, workplace age, legal status and industry were included
as control variables. ** p < .01; * p < .05; † p <.10.
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10.3 Do leadership development activities differ
in low- vs. high-performing workplaces?
To determine whether leadership development relates positively
to workplace performance, the leadership development profiles of
low-, medium- and high-performing workplaces were compared.
As performance criteria, the workplace’s overall target attainment
score (OTAS-9, see Chapter 3) was considered. This score has
been reported by the workplace leaders and provides information
on whether the workplace met, exceeded, or fell short of its targets
– such as sales, labour productivity, and customer satisfaction
targets – in the last measurement period. As in Chapter 3, the top
25% of workplaces on this overall attainment score were treated as
high-performing workplaces, and the bottom 25% as low-performing
workplaces. The other workplaces were considered as mediumperforming workplaces.

Leadership development profiles were created for high-, medium- and
low-performing workplaces. These profiles indicate that highperforming workplaces tend to offer more leadership development
activities than low-performing workplaces (Table 10.3). For example,
68% of high-performing workplaces offer leadership workshops,
whereas only 50% of low-performing workplaces do so. An exception
is observed with regard to mentoring. While 70% of underperforming workplaces offer mentoring, only 49% of high-performing
workplaces offer mentoring. The results suggest that leadership
development is positively related to workplace performance.
This may indicate that leadership development arrangements
contribute to workplace effectiveness.

Table 10.3 Leadership development in high- and low-performing workplace
Low-performing workplaces

Medium-performing workplaces

High-performing workplaces

(bottom 25% of workplaces) (%)

(%)

(top 25% of workplaces) (%)

Leadership qualification programs

36

37

44

Leadership workshops

50

67

68

Leadership assessment

26

38

38

Special developmental assignments

37

37

47

Mentoring

70

59

49

Others

9

7

14
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10.4 Do leadership development activities relate to workplace outcomes?
To evaluate the practical importance of leadership development,
the relationship between leadership development activities and two
workplace outcomes was analysed:
»»

Innovation

»»

Workplace performance

The findings in section 10.2 of this chapter suggest that leadership
development is positively related to leader self-efficacy and leadership
capability of workplace leaders. The ultimate aim of leadership
development is improving leadership. Therefore, an indirect
relationship between leadership development and workplace outcomes
can be expected. In other words, when workplace leaders improve their
leadership self-efficacy and leadership capability through leadership
development, workplace outcomes also improve as an indirect result
(see Figure 10.2). To investigate this indirect relationship, several
mediation analyses were conducted at the workplace level.
Workplace outcomes were measured in the following ways:
»»

To measure innovation, workplace leaders responded to several
items that measured either radical or incremental innovation.

»»

Workplace leaders evaluated workplace performance in
two different ways. The first is a composite measure of
meeting targets (for example, with regard to sales, labour
productivity and customer satisfaction). The second measure
asked workplace leaders to compare the performance of
their workplace with that of other workplaces. (See Technical
Appendix for further information about the measurement scales.)

The results, shown in Table 10.4, suggest that leadership development
does have a positive indirect relationship with key workplace outcomes
by increasing leader self-efficacy and leadership capability. More
precisely, all six leadership development activities are positively related
to leader self-efficacy, which in turn is positively related to both
workplace performance measures. When workplace development
leads to higher leader self-efficacy, the highest number of indirect
relationships on workplace performance is observed.
In contrast, the indirect relationships between leadership development
and workplace performance (overall target attainment score: OTAS-9)
through leadership capability are less significant. This suggests
that leader self-efficacy (rather than leadership capability) is the
key mechanism mediating the relationship between leadership
development and workplace performance (OTAS-9). Formal
leadership qualification programs, leadership assessment, special
developmental assignments and mentoring had a positive but
only marginally significant indirect relationship with workplace
performance through leadership capability. Nevertheless, leadership
capability intervenes few times in the relationship between leadership
development and the second workplace performance measure
(performance compared to other workplaces). More precisely,
leadership capability explains the link between five leadership
development activities (formal leadership qualification programs,
leadership seminars, leadership assessment, special developmental
assignments, mentoring and executive coaching) and workplace
performance compared to other workplaces. In other words, these
leadership development activities are positively related to leadership
capability, which is in turn positively related to workplace performance.

Figure 10.2 Indirect relationship between leadership development and workplace outcomes.

Improved leader self-efficacy
Leadership development

Improved leadership capability
Improved workplace outcomes
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The results in Table 10.4 also indicate that leadership development
has a positive and significant indirect relationship with both radical
and incremental workplace innovation. The indirect relationships
between five leadership development programs (formal leadership
qualification programs, leadership seminars, leadership assessment,
special developmental assignments, mentoring and executive
coaching) and workplace innovation are positive and significant.
These five indirect relationships are explained by both leader selfefficacy and leadership capability. Both variables could therefore
play key roles to transmit possible positive effects of leadership
development on innovation.

In summary, leadership development plays an important role for
key workplace outcomes, such as performance and innovation.
The relationship between leadership development and these
outcomes is indirect and explained through leader self-efficacy and
leadership capability. Put differently, leadership development
relates positively to leader self-efficacy and leadership capability
of workplace leaders, which in turn relate positively to workplace
outcomes. It is therefore important that leadership development is
provided to workplace leaders.

Table 10.4 Indirect relationships between leadership development and workplace outcomes.
Radical innovation

Incremental innovation

OTAS-9

Compared performance

Leadership development > Leader self-efficacy > Workplace outcome
Formal leadership qualification programs

0.06

**

0.03 *

0.01 *

0.02 †

Leadership seminars

0.07

**

0.04 *

0.02 *

0.04 †

Leadership assessment

0.04 †

0.03 *

0.02 *

0.02 *

Special developmental assignments

0.04 *

0.04 *

0.02 *

0.02 *

Mentoring and executive coaching

0.07

0.06

0.03 **

0.04 †

Others

0.03

0.03 †

0.02 †

0.02 †

0.05 **

**

**

Leadership development > Leadership capability > Workplace outcome
Formal leadership qualification programs

0.06

**

0.03 **

0.01 †

Leadership seminars

0.07

**

0.04 **

0.01

0.06

Leadership assessment

0.03 *

0.02 *

0.01 †

0.03 *

Special developmental assignments

0.05 **

0.03 **

0.01 †

0.04 **

Mentoring and executive coaching

0.04 **

0.03 **

0.01 †

0.04 **

Others

0.01

0.01

0.00

0.01

**

Notes: Table presents unstandardized coefficients from mediation analyses using bootstrapping. Bias-corrected confidence intervals based on 5.000 random samples were
calculated. Industry, workplace age, legal status and workplace size were included as control variables.
OTAS-9 = 9-item Overall Target Attainment Score.
† The 90% confidence interval does not include a zero, indicating significance.
* The 95% confidence interval does not include a zero, indicating significance.
** The 99% confidence interval does not include a zero, indicating significance.
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Technical
Appendix
Sampling
The target sampling unit for SAL was Australian workplaces.
However, no population frame of Australian workplaces exists.
A two-stage sampling procedure was used, involving first sampling at
the organisation level, and then sampling at the workplace level within
responding organisations.
Organisations were drawn from an extract of the Dun & Bradstreet
business listings database as at 9 February 2015. In-scope
organisations were those with five or more employees in any industry
other than Agriculture, Forestry and Fishing (i.e., Division A of the
Australian and New Zealand Standard Industrial Classification, ANZSIC).
The population of in-scope organisations was stratified by ANZSIC
industry division and three size categories: small (5-19 employees),
mid-sized (20-199 employees) and large (200+ employees)1.
The selection probabilities within each stratum were designed to
achieve an overall margin of error (MOE) of no more than 2.2% for
the whole Study and no more than 10% for detailed (industry by
size) cells2.
Workplaces were then selected within responding organisations
at stage two of the sampling. All workplaces within single-site
organisations were selected by definition. In multi-site organisations,
different numbers of workplaces were selected, depending on the total
number of sites: one workplace was selected if the organisation had five
or fewer workplaces; two were selected if the organisation had six to
20 workplaces; and three were selected if the organisation had 21 or
more workplaces.

1

This yields 54 sample strata: 18 industry divisions by three organisational size categories.

2

Calculated with reference to Australian Bureau of Statistics (2014) Counts of Australian
Businesses, including Entries and Exits, June 2009-2013, cat. no. 8165.0, http://bit.
ly/1qQ33gg
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The initial sample draw consisted of 16,502 organisations. To boost
response rates in some strata, the initial draw was supplemented
during fieldwork by a second draw of 6,687 organisations, bringing
the total selections to 23,189.
During pre-field sample cleaning, 3,909 of the selected organisations
were discarded as ineligible. Many of these were ‘paper companies’
or non-employing entities of larger organisations. A further 2,254
organisations were deemed out of scope during screening, as they
had fewer than five employees or were operating in Agriculture,
Forestry and Fishing. Finally, 3,174 selected organisations were
unusable, due to inaccuracies in the information extracted from the
Dun & Bradstreet frame, including wrong phone numbers or entities
that were no longer in operation. These various exclusions left 13,852
useable organisation selections as the basis for the survey fieldwork.
Employees were approached within their workplace. A representative
in each responding workplace was asked to distribute the Employee
Survey to all employees in the workplace. Larger workplaces could
choose to invite a sample of their employees (25% for workplaces
with 200-499 employees, and 20% for workplaces with 500+
employees) to reduce response burden. Instructions on how to
randomise the employee selection process were provided to the
workplace representative. Employees responded directly to the survey
fieldwork company. Workplace managers were eligible to complete
the Employee Survey, but few did so3.

3

There is no way to check this precisely as the identity of employees is unknown, and there
was no mechanism for preventing duplication across the survey instruments. Comparisons
of respondents’ demographic attributes suggest that fewer than 2% of workplace managers
completed the Employee Survey.

Weighting
Survey weights were developed to enable population inferences from
the organisation, workplace and employee samples. All weights were
calculated with respect to ABS population benchmarks.
1.

The organisation level weight is a selection weight which has
been adjusted using the ABS counts of Australian businesses4
and post-stratified organisation counts. The selection weight
was calculated within strata as the ratio of live organisations on
the frame to the number of completed responses. The number of
live organisations per strata was estimated from the proportions
of selected organisations that were operating and in-scope.

2.

The workplace level weight is also a selection weight, but is
based on survey responses about the number of workplaces per
organisation. The selection weight was calculated within strata
as the ratio of workplaces reported by responding organisations
to the number of completed responses. As this weight is based
on survey data, it is subject to sampling variability. To minimise
relative standard errors in some strata, the medium and large
workplace size categories were collapsed in calculating the
workplace weights.

3.

The employee level weight was calculated independently of
organisation and workplace weights. An iterative proportional
fitting was used to weight employee responses to ABS
population benchmarks with respect to industry (ANZSIC
Division), occupation (ANZSCO Major Group) and organisation
size (small, medium, large). Benchmarks were sourced from
the ABS Survey of Employee Earnings and Hours5. Employee
occupation was imputed for a small number of respondents
using other reported characteristics.

4

ABS, Customised report, 2016: Counts of Australian Businesses (cat. no. 8165.0, June
2014) by selected ANZSIC divisions by customised employment size ranges [data available
on request].

5

ABS, Customised report, 2015: Survey of Employee Earnings and Hours (cat. no. 6306.0,
May 2014).

All population estimates in this report (e.g. means and proportions)
have been calculated with weights applied. None of the regression
analyses are weighted, but the regression models include controls
for the variables used to derive the weights; for instance, regressions
using the workplace data control for workplace size and industry6.
The multi-instrument structure of SAL introduces sample attrition
issues and, thus, complications for data weighting. Not all senior
workplace leaders completed the Performance Questionnaire and
some responding workplaces do not have any matching employees.
(See Chapter 1 for further information.) In some parts of the
analysis, we use the full workplace sample. In others, we focus
on the subsample of workplaces that completed the Performance
Questionnaire. However, we have only one workplace data weight.
We have undertaken a series of data checks to ensure that this weight
yields appropriate estimates of underlying population parameters
when used with the restricted workplace sub samples. Specifically,
we tested for differences in the estimated workplace population
proportions by size and industry when using different sub-sets of
the workplace data. In each case, the estimates deviate only slightly
and the proportional errors are well within the Study’s overall design
margin of error of 2.2%.

6

The use of weights in regression analysis is discussed in Solon et al. (2015) and Winship
and Radbill (1994).
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Other notes on interpretation of the results
Mean scores were used for many measures in this report, without listwise deletion. Generally, where ‘Don’t know’ or ‘Refused’ were presented
as response options, these were treated as missing values in the
analysis. An exception is Chapter 6, where ‘Don’t Know’ is treated as a
legitimate response in the analysis of some management practices.
Many of the scale measures reported are taken directly from published
academic sources (see below). Some scales were adapted to better
reflect SAL terminology, this mainly involved replacing words like
‘firm’ or ‘business’ with ‘organisation’ and ‘workplace’. All scales were
retested for reliability; Cronbach’s alpha statistics are reported below.
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In some analyses, employee responses are aggregated within
workplaces by calculating mean scores. For example, employee
engagement at the workplace level is the mean for all responding
employees in that workplace.
‘Bootstrapping’ is the random sampling of observations (with
replacement) from the dataset (Hayes, 2013). We use this technique
in Chapter 10 to test the statistical significance of an indirect
relationship (in this case, between leadership development practices
and workplace performance).
‘High’ and ‘low’ performers are defined as workplaces in the top and
bottom quartiles (25%) of the distribution for a particular measure,
such as in the discussion of workplace performance (Chapter 3) and
in the discussion of innovation performance (Chapter 8).

Key measures used in the analysis
Overall Target Attainment Score (OTAS-9)
See Chapter 3 for discussion on the creation of OTAS-9.
Respondent group:
Content:
Examples:
Response format:
Reliability:
Sources:

Workplace leaders
Whether workplace performance targets were met, not met, or exceeded in the last measurement period.
‘Volume of sales’, ‘Customer satisfaction’, ‘Labour productivity’
1 ‘Did not meet target’; 2 ‘Met target’; 3 ‘Exceeded target’
Cronbach’s alpha = 0.75
Informed by various prior Australian and international workplace surveys.

Chapters:

3, 6, 8, 10

Dynamic Capabilities
Respondent group:
Content:
Examples:

Response format:
Reliability:
Source:

Workplace leaders
Three dimensions of workplace responsiveness to opportunities and conditions (Sensing, Learning, and Integrating).
‘We frequently scan the environment to identify new business opportunities’ (Sensing); ‘We have effective practices to
identify, value, and use new information and knowledge’ (Learning); ‘Workplace team members manage to successfully
coordinate their activities’ (Integrating).
5-point Likert scale, from 1 ‘Strongly disagree’ to 5 ‘Strongly agree’
Cronbach’s alphas for 3 dimensions range from 0.73 to 0.82
Pavlou and El Sawy (2011)

Chapters:

3, 8

Ambidexterity
Respondent group:
Content:
Example:
Response format:
Reliability:
Source:

Workplace leaders
Perceived ability to meet current demands while remaining adaptable to future demands.
‘The management systems in this organisation cause us to waste resources on unproductive activities.’ (Reverse scored).
5-point Likert scale, from 1 ‘Strongly disagree’ to 5 ‘Strongly agree’
Cronbach’s alpha = 0.73
Gibson and Birkinshaw (2004)

Chapters:

3, 8
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Leadership Competence
Respondent group:
Content:

Response format:
Reliability:
Source:

Workplace leaders
Four dimensions capturing leaders’ perceptions of themselves and their role as a manager in the workplace (Selfconfidence, Self-management, Behavioural flexibility, and Interpersonal understanding).
‘I show confidence when facing unforeseen situations’ (Self-confidence); ‘I know how to get organised to balance the
pressures of work’ (Self-management); ‘I do not feel stressed or frustrated when doing several tasks at the same time’
(Behavioural flexibility); ‘I put myself in the place of others and respect their opinions’ (Interpersonal understanding).
5-point Likert scale, from 1 ‘Strongly disagree’ to 5 ‘Strongly agree’
Cronbach’s alphas for 4 dimensions range from 0.57 to 0.78
Mayo et al. (2012)

Chapters:

3, 6, 10

Examples:

Organisational Commitment
Respondent group:
Example:
Response format:
Reliability:
Sources:

Employees
‘I would be very happy to spend the rest of my career with this organisation.’
5-point Likert scale, from 1 ‘Strongly disagree’ to 5 ‘Strongly agree’
Cronbach’s alpha = 0.86
Colquitt et al. (2012); Patterson et al. (2005)

Chapters:

3, 9, 8

Employee Engagement
Respondent group:
Example:
Response format:
Reliability:
Sources:

Employees
‘I gain considerable pride from performing my job well.’
5-point Likert scale, from 1 ‘Strongly disagree’ to 5 ‘Strongly agree’
Cronbach’s alpha = 0.90
Barrick et al. (2015); Rich et al. (2010)

Chapters:

3, 6, 8, 9

Intention to Quit
Respondent group:
Example:
Response format:
Reliability:
Source:

Employees
‘I often think about quitting this job.’
5-point Likert scale, from 1 ‘Strongly disagree’ to 5 ‘Strongly agree’
Cronbach’s alpha = 0.93
Fast et al. (2014)

Chapters:

3, 9

Leadership at Work Do Australian leaders have what it takes?
Page 111

Environmental Turbulence
Respondent group:
Content:

Response format:
Reliability:
Source:

Senior leaders
Three dimensions capturing senior leaders’ views about the environment in which their organisation operates (Customer
turbulence, Competitor turbulence, and Technological turbulence).
‘We are witnessing demand for our products from customers who have never bought them before’ (Customer turbulence);
‘Our competitors are constantly changing their product features’ (Competitor turbulence); ‘It is unlikely that today’s
technological standard will still be dominant five years from now’ (Technological turbulence).
5-point Likert scale, from 1 ‘Strongly disagree’ to 5 ‘Strongly agree’
Cronbach’s alphas for 3 dimensions range from 0.67 to 0.82
Joshi and Sharma (2004)

Chapter:

5

Examples:

Management Practices
See Chapter 6 for further discussion on Management Practices.
Respondent group:
Content:
Example:
Response format:
Sources:

Workplace leaders
A composite measure of management capability, focusing on performance monitoring, the quality of performance targets,
and use of incentives in the workplace.
‘What best describes what happened at this workplace when a problem in the work process last arose?’
Different for each of the 14 questions. Responses were standardised.
Bender et al. (2015); Bloom and Van Reenen (2007); Bloom et al. (2012)

Chapters:

6, 8

Innovation
Respondent group:
Content:

Response format:
Reliability:
Source:

Workplace leaders
Two dimensions of innovation relating to: (1) creating products and services that go beyond what is expected by existing
customers, including experimentation and the creation of new opportunities and markets (Radical innovation); (2)
developments that improve efficiency and expand existing markets (Incremental innovation).
‘We invent new products or services’ (Radical innovation); ‘We frequently refine the provision of existing products and
services’ (Incremental innovation).
5-point Likert scale, from 1 ‘Strongly disagree’ to 5 ‘Strongly agree’
Radical innovation: 0.87; Incremental innovation: 0.85 (Cronbach’s alphas)
Jansen et al. (2006)

Chapters:

6, 8, 10

Examples:
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Leader Self-Efficacy
Respondent groups: Senior leaders, Workplace leaders, and Frontline leaders
Content:
Three dimensions reflecting leaders’ judgments of their own capabilities in: (1) setting a direction for where the work
group should be headed (Direction setting); (2) gaining followers’ commitment to change goals (Gaining commitment);
(3) overcoming obstacles standing in the way of meeting change objectives (Overcoming obstacles).
Examples:
‘I can figure out the best direction for where my workplace needs to go in the future’ (Direction setting); ‘I can develop
trusting relationships with my employees such that they will embrace change goals with me’ (Gaining commitment);
‘I can figure out ways for overcoming resistance to change from others whose cooperation we need to improve things’
(Overcoming obstacles).
Response format:
5-point Likert scale, from 1 ‘Strongly disagree’ to 5 ‘Strongly agree’
Reliability:
Cronbach’s alphas for 3 dimensions range from 0.70 to 0.86
Source:
Paglis and Green (2002)
Chapters:

6, 8, 10

High Performance Work Practices
Respondent group:
Content:

Response format:
Reliability:
Source:

Workplace leaders
Measures of workplace human resource practices in eight areas: (1) Employee participation; (2) Internal career paths; (3)
Training; (4) Recruitment and selection; (5) Job specification; (6) Performance appraisal; (7) Job security; (8) Incentive rewards.
‘Employees are allowed to make decisions’ (Employee participation); ‘Great effort is taken to select the right person’
(Recruitment and selection); ‘Employees can be expected to stay with this organisation for as long as they wish’ (Job
security).
5-point Likert scale, from 1 ‘Strongly disagree’ to 5 ‘Strongly agree’
Cronbach’s alphas for 8 dimensions range from 0.57 to 0.81
Patel et al. (2013)

Chapters:

7, 8

Examples:

Strategic Implementation of Objectives
Respondent group:
Content:
Example:
Response format:
Reliability:
Source:

Workplace leaders
Measures how well the goals of the workplace are aligned with the wider goals of the organisation and how effectively
progress towards those wider goals is monitored.
‘The senior management team…regularly monitors how well we are meeting our organisational strategies and goals.’
5-point Likert scale, from 1 ‘Strongly disagree’ to 5 ‘Strongly agree’
Cronbach’s alpha = 0.84
Barrick et al. (2015)

Chapter:

8
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Transformational Capability
Respondent group:
Example:
Response format:
Reliability:
Source:

Workplace leaders
‘I often sit together with colleagues to come up with good ideas.’
5-point Likert scale, from 1 ‘Strongly disagree’ to 5 ‘Strongly agree’
Cronbach’s alpha = 0.73
Löwik (2013)

Chapter:

8

Competitive Intensity
Respondent group:
Example:
Response format:
Reliability:
Source:

Senior leaders
‘Competition in this industry is cut-throat.’
5-point Likert scale, from 1 ‘Strongly disagree’ to 5 ‘Strongly agree’
Cronbach’s alpha = 0.74
Desarbo et al. (2004)

Chapter:

6, 8

Organisational Climate
Respondent group:
Example:
Response format:
Reliability:
Sources:

Employees
‘This organisation has a great deal of personal meaning for me.’
5-point Likert scale, from 1 ‘Strongly disagree’ to 5 ‘Strongly agree’
Cronbach’s alpha = 0.96
Colquitt et al. (2012); Patterson et al. (2005)

Chapter:

8

Employee Voice
Respondent group:
Content:

Response format:
Reliability:
Source:

Employees
Three dimensions reflecting the extent to which managers seek, and employees offer, opinions about how to improve
workplace practices and problems (Managerial solicitation; Employee voice behaviour; Futility of speaking up).
‘My immediate manager…asks me personally to tell him/her about things that I think would be helpful for improving
this workplace’ (Managerial solicitation); ‘I challenge my manager to deal with problems around here’ (Employee voice
behaviour); ‘It is useless for me to suggest new ways of doing things’ (Reverse scored) (Futility of speaking up).
5-point Likert scale, from 1 ‘Strongly disagree’ to 5 ‘Strongly agree’
Cronbach’s alphas overall, and for 3 dimensions range from 0.83 to 0.96
Fast et al. (2014)

Chapters:

8, 9

Examples:
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Creative Self-efficacy
Respondent group:
Example:
Response format:
Reliability:
Sources:

Employees
‘I have confidence in my ability to solve problems creatively.’
5-point Likert scale, from 1 ‘Strongly disagree’ to 5 ‘Strongly agree’
Cronbach’s alpha = 0.87
Chen et al. (2001); Tierney and Farmer (2002)

Chapter:

8

Learning Culture
Respondent group:
Example:
Response format:
Reliability:
Source:

Employees
‘Employees are encouraged to explore and experiment.’
5-point Likert scale, from 1 ‘Strongly disagree’ to 5 ‘Strongly agree’
Cronbach’s alpha = 0.87
Gold and Arvind Malhotra (2001)

Chapters:

6, 8, 9

Leadership Climate / Frontline Leader Effectiveness
See Chapter 9 for further discussion and the full set of items.
Respondent group:
Example:
Response format:
Reliability:
Sources:

Employees
‘My manager helps me understand how my job fits into the bigger picture.’
5-point Likert scale, from 1 ‘Strongly disagree’ to 5 ‘Strongly agree’
Cronbach’s alpha = 0.93
Ahearne et al. (2005); Zhang and Bartol (2010)

Chapter:

6, 9

Innovation Climate
Respondent group:
Example:
Response format:
Reliability:
Sources:

Employees
‘New ideas are readily accepted here.’
5-point Likert scale, from 1 ‘Strongly disagree’ to 5 ‘Strongly agree’
Cronbach’s alpha = 0.92
Colquitt et al. (2012); Patterson et al. (2005)

Chapter:

6, 9

Trust in Management
Respondent group:
Example:
Response format:
Reliability:
Sources:

Employees
‘I can talk freely to my supervisor about difficulties I am having at work.’
5-point Likert scale, from 1 ‘Strongly disagree’ to 5 ‘Strongly agree’
Cronbach’s alpha = 0.94
Colquitt et al. (2012); Patterson et al. (2005)

Chapter:

9
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