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Background to the research:

The HR Centre of Excellence was asked by its members to carry out research on employee engagement. This identified a
number of themes, which were explored at the Centre meeting on March 6th:

• Current practice in engaging people among members of the HR Centre of Excellence
• What information members currently collect
• The implications of this for HR and the line
• Areas for future research

This paper highlights the key findings and raises a number of issues that we believe members should consider when
looking at their employee engagement strategies and implementation. These are highlighted at the beginning of this report.

The research consisted of two parts, an extensive search of the existing literature and face to face interviews with
members that covered a number of questions:

1. What is your organisation’s definition of engagement?
2. What outcomes are you seeking from developing engagement?
3. How do you currently engage your people?
4. What do effective managers do to create engagement?
5. Do line managers get support to develop engagement?
6. What information do you currently collect on engagement?
7. How do you use the information you collect?
8. What are the strengths and weaknesses of the data you collect?
9. What do you want from Henley’s study of engagement?



Key Finding:
Some measures of engagement are too generic and high level and do not capture the differences between different

groups of people; cultural, generational or related to the nature of the job. At best they are meaningless. At worst they
can lead to the wrong conclusions.

Key Finding:
People engage at different levels. For some it’s the organisation or the brand, for others it’s the team or their

professional community. Organisations need to be careful that they do not cut across these additional levels of
engagement and create conflicts in people’s decisions around engagement.

Key Finding:
Beware the dangers of over engagement! Organisations need to look out for potential unintended consequences of

their engagement strategies and ensure they deal with them.

Key Finding:
We need to stop making it complicated. The last thing we need is another employee engagement initiative. It’s not

about jargon it’s about managing people well. Its about helping line managers make sense of it.

Key Finding:
Care should be taken when defining engagement to ensure it is relevant to the organisational context and what you are

trying to achieve.



Key Finding:
The focus shouldn’t be on the numbers but on empowering managers to hold conversations with their people to explore

engagement at an individual level.

Key Finding:
There needs to be real care that the employee engagement initiative doesn’t become an end in itself. There needs to

be a constant refocusing on why it is being done and the difference it can make to business performance.

Key Finding:
Take care with the numbers. Do they become an end in themselves or simply the means to an end. Are they the right
numbers? Are they being used in the right way? What is measurable is rarely meaningful and what is meaningful is

rarely measurable.

Key Finding:
If it is seen purely as an HR initiative then it is unlikely line managers will be committed and without their commitment it

is unlikely to gain real traction.

Key Finding:
Care needs to be taken in conflating engagement, satisfaction and commitment. Together they impact the desired

outcomes but each may need to be treated differently.

Key Finding:
Any response needs to be integrated across the intrinsic and extrinsic, recognising that whilst the extrinsic need to be

right it is the intrinsic where there is real leverage.



Changing Employee Values & Expectations - There
has been a change in employee perceptions especially
between generations - broken deals, different career
perceptions, higher education leading to greater
expectations, greater focus on work/ life balance, more
workforce diversity:

• 70% looking for meaning at work
• Career and development sought
• Values alignment necessary
• 40% likely to look for another job in 12 months
• Security & sense of belonging desired

Source: Conference Board 2005

Talent Wars - The worry about talent shortages has resurfaced:
• Average quality of candidates declined by 10% since 2004
• Average time to fill a vacancy increased from 37 to 51 days
• One third have hired below-average candidates to “fill a

position quickly”
• 1 in 3 employees approached by another firm hoping to lure

them away
Source: Corporate Executive Board
Most organisations respond to this challenge by managing their
talent, neglecting the people who actually drive organisational
performance. They need to take a more holistic approach.
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Value of Intangibles – the
percentage of intangible assets on
balance sheets has increased
resulting in a greater focus on brands,
IP, knowledge and talent. Do we
invest in these intangible assets or
sweat them?

People & Performance – research
on the service-profit chain has
shown a clearer link between people
practices and performance forcing
organisations to take a more
strategic view of their human assets.

Source: Guest et al, 2000

People practices

Commitment & Flexibility

Quality & Productivity

Organisational Performance

Challenge of Pay Systems - Most
organisations have bonus schemes.
They no longer differentiate the
offer and are a given. In this
environment pay is simply not
enough to generate higher
performance nor will paying more
encourage people to stay or
perform if the other elements of the
people proposition are not in place.

• Satisfaction with pay down from
60% to 40% in last 20 years

Source: Towers Perrin 2005

Why all the fuss? Is employee engagement another fad? Our research shows that there is increasing pressure on
organisations to perform necessitating a new look at how people practices lead to higher performance. Most organisations
have done the simple things, the restructuring and cost cutting, and recognise that people are the key to higher performance. A
number of factors are forcing organisations to look at the linkages between people and performance in new ways:



Definitions of employee engagement:

There are a variety of definitions in use:
• “It’s bringing the energies and interests of people who work for us to be aligned with the organisation’s goals”
• “Creating an emotional connection with employees that releases discretionary effort and delivers the aspirations of the

organisation”
• “For us commitment is around how an individual feels towards the organisation…engagement is around the

discretionary effort an individual is prepared to put in”
• “It’s more than just doing a job”
• “It has three levels: do you like it here, do you want to stay and do do you want to go that extra mile for the

organisation”
Most have (fairly) common elements:

• Alignment with organisation’s goals or in some cases the brand
• Discretionary effort
• Rational and emotional aspects

But, are we talking about the same thing? Is engagement the same for every employee and does that matter? In one
organisation at the meeting employees range from part time student interns to rehabilitated offenders. Each group has very
different needs and engagement therefore must have very different meanings. There is a danger that engagement becomes
such a generic term and the measures so high level that they are meaningless and don’t have the desired effect.
Is there also a danger of over engagement?

• In some organisations (such as IBM in the 80s) people become so engaged, tied in emotionally and financially, that
their thinking becomes internally focused. In this situation there is a danger they cannot react to major shifts in
disruptive technology, changing customer behaviour or increased competition. In IBM it was only pending economic
disaster that resulted in major changes in the organisation.

• This is reinforced by the ‘Law of Requisite Variety’, derived from research in natural sciences, which shows that the
more complex the environment the more variety is required to cope with it. In organisations operating in complex global
markets, with high engagement and identification, there is a danger that people become clones and can’t cope with
major change.

• For those who are over engaged there is a danger that, in the event of downsizing, it becomes difficult for them to let
go. Their job becomes their key source of self identity, so the loss of it results in severe emotional trauma.

• Over engagement can also create stresses within teams where those who are highly engaged can’t understand why
others don’t share their level of engagement and willingness to go the extra mile.



What outcomes are organisations seeking from engagement?

• Customer service
• Customer satisfaction
• Customer loyalty
• Change management: e.g to being more customer focused
• Developing connectedness to the organisation
• Sustained growth
• Lower attrition/reduced turnover
• To attract, retain and motivate staff

Linking engagement to the service-profit chain is an emerging theme for several organisations
Most organisations do not split out different populations when looking at these outcomes.

• Which parts of the organisation have the greatest impact on these outcomes, especially when looking at customer
service, satisfaction and loyalty?

• What are the implications of outsourcing? Where engagement is critical to the organisation or the brand, but people
are employed by a third party, how do you drive engagement?

• In some situations is engagement the key or is it compliance? In heavily regulated environments people may need
to follow a procedure so engagement with the job can be the key.

• Do different types of job require different approaches? People in R&D have unique high value roles whereas sales
staff, whilst having high value roles, are more homogeneous.

• Do different generations think differently? Research shows that Generation Y are looking for different things from
work so do we need to think about different types of engagement? The danger is that the people driving
engagement programmes are baby boomers and their thinking around the right answers are driven by their
paradigms. If the paradigms are different do the solutions need to be different?

• Finally is engagement the same in different cultures? Do people in India view engagement in the same way as
Swedes?



Does employee engagement actually lead to higher performance?

Most of the rigorous research studies don’t support this proposition:
• Rogan, Schmidt and Johnson 1996: Inconclusive
• March and Sutton 1997: Difficult to correlate
• Heskett, Sasser and Schlesinger 1997: Reverse correlation
• Schneider, Hanges, Smith and Salvaggio 2003: Reverse correlation.

The chart below based on one of the most extensive multiperiod studies using control groups, actually shows that higher
performance (defined here as return on assets) leads to higher employee satisfaction, especially with pay and security.
This is logical - a high performing company can afford to pay more and offer greater job security, whilst people take pride
from working for a successful business. The question of whether higher satisfaction results in higher organisational
performance is less clear.
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Engagement
up 5%

Margin up
0.7%

High
engagement

6%
Higher
revenue

Sources: Conference Board,2006; Towers Perrin 2005

Equally we believe that there is an intuitive link between engagement and a number of organisational outcomes

Recent studies of organisations, identified as “Employers of Choice”, show a number of different benefits:

• Increased profitability & growth.

• Greater success at attracting and retaining people.

• More flexibility, commitment, motivation and trust

• Reduced absenteeism

Together it was estimated that, in 2004, the value of being in the top 100 employers of choice was worth at least $10 mlyn p.a.

Source: Higgs, 2006



Drivers: the employee proposition
• The Organisation

• Organisational culture
• Values and vision
• The Brand, organisational or product.

• Management and leadership
• Senior management leadership
• Line manager commitment
• Communication

• Working life
• Involvement in decision-making
• Working environment
• Recognition
• Supportive colleagues
• Developing potential
• Clarity of expectations
• Flexibility
• Work-life balance

Tools
• Value innovation: a strategy tool to involve employees in

change and improvement
• Employee engagement champions
• Action planning: with team
• Sharing best practice
• Surgeries
• Respect for local cultures
• Leadership programmes

There is a danger that, in some cases, the tools have been used
reactively – responding to a score in a survey and deciding what to
do to fix the number next year.

Developing engagement: the member research shows a number of drivers and tools.

In addition research on employer of choice companies has shown
some common themes which lead to the desired outcomes
• Quality of immediate manager
• Taking an interest in people
• Meaningful and satisfying work
• Creating a positive climate
• Balancing needs of the work and the individual
• The importance of involvement
• A clear sense of direction
• Equity of treatment
• Ensuring people are equipped to perform
• Listening to views
• Respect for individuals
• Freedom to contribute
Source Higgs 2006



Measuring engagement

Climate surveys (typically)
• Annual or biennial, interim pulse surveys are becoming increasingly popular.
• Addressing commitment, engagement, leadership and other factors
• Combination of in-house and external administration

Other measures
• Acquisition and leaver surveys
• Attrition rates
• Some organisations are exploring other approaches – e.g. human capital measures

What is done with the information collected?
• Some build a model of drivers and sometimes outcomes too
• Reporting: typically from top board down to teams
• Review of performance: some linkage to targets and reward
• Action planning: with team
• Building understanding of employee segments
• Fixing specific problems with targeted interventions
• Surgeries and buddying for ‘poor’ performers



For most organisations the measures are well-known, consistent and validated but there are some problems:

• “No clear link for a manager to know how to directly relate their actions to results”
• “Can’t link results back to individual line managers”
• “We collect a mass of data: the issue is how to analyse and interpret it and to separate the wood from the trees”
• “We have become fixated on measurement rather than actually improving engagement”
• “It tells us what to improve but not how”
• “It is not real time – just a point in time”
• “We can’t track the effectiveness of interventions”
• “We don’t have a benchmark”

There is a danger some organisations have become obsessed with the data which can result in:
• Post event rationalisation – retrofitting existing initiatives to address a particular score. Surprise, surprise these

didn’t actually have the desired effect and in some cases generated cynicism resulting in the opposite effect.
• A huge focus on action planning but no action! The real key is follow through.
• Paralysis by analysis where so much time is spent “cutting and dicing” the numbers that people lose track of why

they are doing it. One organisation won’t cut the numbers too finely since there is a danger that changing the
numbers becomes the end in itself.

• Manipulation of the numbers to achieve a desired outcome especially where they are linked to reward.
• Only asking the questions you are comfortable asking with the result the real issues driving engagement aren’t

surfaced.
This is all underpinned by questions about statistical validity and the Hawthorn effect. One organisation got its strongest
results from Albania. People asked what they could learn about engagement from Albania when the reality was that
Albania has a Stalinist heritage which means people give the answers expected of them.
Many consultants provide validation but the statistical methodology is often suspect.
The key is to focus on interpretation:

• Why are you collecting the data?
• What can be done to change these underlying issues?
• What does this mean for the business?



The role of the line manager

• It is widely recognised by participants that the line manager probably has the greatest impact on engagement and
they create the ‘micro-environment’ in which the employee works

• “The line manager is the key driver of engagement and the lens through which an individual sees the
organisation”

• “Good managers manage the whole employee…they are as engaged with the employee as the employee
needs – one size does not fit all”

• Some organisations have established linkages between engagement and leadership measures
• Communication, listening skills, giving feedback, performance management and recognition are key areas

• Almost all the organisations support the line manager through:
• Development and training programmes
• Providing feedback on engagement and leadership
• Mentoring and ‘buddying’ to provide support
• Importance of targeted interventions and avoiding a sheep-dip approach

• One organisation has recognised the opportunity of working with line managers and has developed measures that
can identify, at the managerial level, what is working and what isn’t working. This is then used to identify what is
making a real difference to employee engagement. These stories are then used to drive best practice across the
organisation.

• There is a danger in this that, if the line manager is not engaged or their behaviour is not consistent with what the
organisation is trying to achieve, engagement declines. One organisation estimated that half its leaders were
actually undermining employee engagement.

• This is especially the case where organisations are doing it because they should as opposed to believing it makes a
difference. If line managers don’t believe in it and take it seriously or it is used as a blunt instrument to beat them,
then it is unlikely they will engage. The danger is that people in central HR functions develop an intervention and
the organisation ends up with HR talking to itself. One organisation has directly correlated the employee
engagement numbers with customer loyalty. This has “created electricity around engagement” and real
commitment from the line, changing the quality of the debate dramatically.

• There is a danger that in trying to balance anonymity you lose the opportunity to support managers by driving the
numbers down to a level where they can identify the real issues and take action to address them.



Key Drivers

•Management
and leadership
drivers
•Working life
drivers

Psychological
Contract

•Trust

•Justice

Organisational
Commitment
A positive attitude to
the organisation
•Affective

•Continuance

•Normative

•Behavioural

Engagement
A positive attitude
to the job
•Cognitive

•Emotional

•Physical

Key
Outcomes

Psychological
Conditions

•Meaningfulness

•Safety

•Availability

Job
satisfaction

A model for engagement, satisfaction and commitment (see the appendix for a more detailed version)
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A model for engagement and commitment

The danger is we conflate commitment, engagement and job satisfaction when they are separate. Someone in a call centre
might be highly engaged but not committed, whilst someone in R&D might be highly committed but their engagement goes
up and down. People can be highly engaged at the task level but the organisation might reduce their level of commitment.
If you simplistically measure them together there is a danger they are meaningless. The key is to separate the elements to
provide a more precise understanding of what is actually going on that can be used as a framework by managers to have a
more meaningful conversation with their people.

Taken together all three can deliver
the desired performance outcomes

People will do the job
if they feel they are
contributing, can be
themselves and have
the resources to do a
good job.

The danger is people
can hive high job
satisfaction but the
organisation can still be
going down the pan

I work for company x –
I’m committed to
company x. This

feeling can ride the
peaks and troughs of

different line managers

I am engaged with a a
particular role or set of

tasks. This is more
temporary and volatile

than commitment.



Is this anything new?

Most of the core concepts behind employee engagement have been around for a long time

Key Concepts
• Employee Satisfaction
• Organisational Commitment
• Job Design
• Employee Involvement
• Work Climate

Purpose To enhance:
• Productivity
• Performance
• Profitability
• Customer Satisfaction

1930s • Elton Mayo’s Hawthorne Studies

1950/60s

•Hertzberg

•Litwin & Stringer

• Adair

• Blake & Mouton

•Tannenbaum

1970/80s

•Organisational Commitment ( Porter,
Meyer & Allen)

• Employee Commitment

• Teamworking

• Equity Theory

1990s/2000

• Employee Value Chain

• Employer of Choice/ Employer Brand

• Values Alignment

• Organisational Citizenship Behaviour

2000+
•Employee Engagement

•Values

Key Relationships

• Job Involvement & Customer Satisfaction;
Reduced absenteeism; Reduced Attrition,
Productivity, Profitability and Commitment.

• Employee Satisfaction & Customer
Satisfaction & Profitability.

• Job Design (including Team working) &
Productivity and Organisational Commitment.

• Organisational Commitment & Performance,
Retention reduced Absenteeism, Customer
Commitment and Profitability.



So why have we failed to learn?

• Complexity – As we have seen there is no simple answer but HR has still been trying to find a “silver bullet”. The
problem is that complex issues do not lend themselves to linear sequential programme based solutions. It is not
about control from the centre so most organisations require a huge mindset away from ‘experts solving problems’ to
creating an environment in which people find the right answers for themselves.

• “Initiativitis” – Many HR professionals have constantly tried to justify their existence with the latest management
fad without trying to really understand the detail of the organisational issues they are dealing with. ‘Better to be
seen to be doing things than really trying to understand what is going on’. The answer is actually about line
managers at the team level taking actions on things that matter, not about HR processes and products. We need to
be brave and say we don’t need to do anything new, we don’t need another doomed HR initiative, we need to follow
through on what we’re already doing.

• Compartmentalisation – Our research shows that this issue is crying out for a holistic organisational wide
approach, not breaking it down into separate unlinked elements.

• “ Too Difficult” Box – This is the “holy grail” for HR so people have shied away from addressing it. Better to have
the illusion of progress than really addressing the issue.



What is our challenge?
• What has changed is the context. As the pressure to perform has grown, so people issues, which HR has traditionally

been leading, have become more of a business imperative. The issues remain the same so it is not about looking for
anything new but about seeing new ways to demystify the issues and create conversations that line managers can have
with their people. It’s about implementing practices that we know make a difference not constantly changing track. We
have to be brave to say “we aren’t doing anything new but we’ll actually follow through on what we decided last year”.

• The key is to make it relevant to people – talking to people about “what would set you on fire” works better than another HR
initiative, especially if the initiative is driven from a distant group centre.

• We need to shift our mindset from a deficit mentality, where we assume line managers are incapable of doing this, to one
where we empower them and prepare them for having “real” conversations with their people in a spirit of appreciative
enquiry. HR can support this and share the good stories across the organisation.

• HR needs to be the catalyst but the line needs to take the credit and deliver it. No line manager reports to an HR manager.
If you want to enthuse you have to do it through the line chain.

• HR’s role is to engage the well networked managers, give them the confidence and support them in increasing engagement
through conversations and then spreading these stories to the point where a tipping point is reached. The line needs to
take the credit.

• People respond to what they are measured on but huge care needs to be taken in choosing the right targets. We need to
help managers measure progress, not using high level surveys that don’t provide sufficient granularity, but talking to them
about visible signs of progress. We need to discuss and agree what is relevant with each line manager.

• All of this will take time.

“We are not going to discover anything new. We need to use our knowledge to make sense in the
context in which we are operating.” Karl Weick



Financial Rewards

“Environment”Development

Benefits

Attractive

Extensive

High Level &
Flexible

Positive
Culture/Climate

What is the total integrated deal?

We need to think about this as an integrated offer across the HR function. The extrinsic rewards have to be good enough
but it is the intrinsic that provide the greatest leverage on people’s engagement. We need to invest in people not just
through traditional training programmes but also day to day on the job, so they can do their job better and increase their
prospects of advancement. The organisation and the line manager need to work together to create the right environment
where people want to give of their best.

Source: Higgs,2006

Extrinsic

Intrinsic



Key Drivers – The
Employee

Proposition

Organisation:
• Employer and product

brand(s)
• Vision, values and culture
Management and

Leadership:
• Communication
• Opportunities for

feedback (up and down)
• Line manager

commitment
• Respectful treatment of

employees
• Concern for health and

well-being
Working Life:
• Job design and challenge
• Clarity of expectations
• Involvement in decisions
• Co-worker relations
• Opportunities for

development and
advancement

• Regular appraisal
• Recognition and reward
• Physical environment
• Work-life balance
• Work-role fit

Key Outcomes

• Productivity
• Sustained growth
• Openness to change
• Innovation
• Reduced

absenteeism
• Customer

satisfaction
• Advocacy –

employee and
customer

• Increased retention
• Organisational

Citizenship

Commitment

Identification and involvement of self with
organisation - a positive attitude to the
organisation (relatively stable)

• Affective:
acceptance of and belief in the goals of
an organization or group

• Continuance:
economic and financial ties

• Normative:
feelings of loyalty and obligation

• Behavioural:
binding behaviours

Psychological Conditions

• Meaningfulness:
feeling worthwhile and
valuable

• Safety:
ability to show one’s true
self without negative
consequences

• Availability:
possessing the
resources required to
engage one’s self in the
role

Psychological Contract
Fulfillment

• Trust
• Justice

Job
Satisfaction

McBain, R. (2007), based on Mowday, R.T. et al, (1979), Kahn, W.A., (1990), Meyer, J.P. and Allen, N.J. (1991), Swailes, S. (2002), May, D. et al. (2004), Jones, J. and Harter, J. (2005), Truss, C., et al. (2006)

Appendix: A Model of Employee Engagement and Commitment

Engagement

Harnessing self to role - a positive attitude to
the job (more local and variable than
commitment)

• Cognitive:
focusing on work

• Emotional:
being involved with work

• Physical:
willingness to employ discretionary effort




