Executive Briefing:

Talent Engagement: Moving from
Employee Satistaction to
Commitment

© )\ Human CAPITAL
W/ INSTITUTE

Executive Briefing
October 10, 2005
By Allan Schweyer

Sponsored by:

.-l"[ g for
AN

Talent Engagement: Moving from Employee Satisfaction to Commitment on




INTRODUCTION

Retention and engagement are two sides of the same coin,
but just as retention confers a different focus than
“turnover”, engagement differs from mere satisfaction. What
are the differences between employee engagement surveys
and satisfaction surveys? After a work group has been
assessed for its levels of engagement, how can managers
improve those levels of commitment? What creates and
sustains an engaged workforce?

These questions do not have any easy answers. But there is
no doubt that an engaged workforce is more likely to be a
productive, committed and satisfied one. Indeed, the Gallup
Organization estimates that there are 22 million actively
disengaged employees in the US, costing the American
economy up to $350 billion per year in lost productivity,
including absence, illness and other problems that result
when workers are unhappy at work." The Corporate
Leadership Council, in a study of the engagement level of
50,000 employees around the world, has found that those
employees who are most committed perform 20% better and
are 87% less likely to leave the organization. (based on a
new, more precise definition of employee engagement and
its direct impact on both employee performance and
retention).” Some of their other findings were:

1. WORKFORCE AMBIVALENCE
A majority of employees are neither highly committed nor
uncommitted but more than 1in 10 employees is disengaged

2. NO EASY LITMUS TESTS

There are no high-engagement or low-engagement groups.
Instead, dramatic differences in companies suggest that
engagement levels are determined more by company
strategies and policies than any particular employee segment
themselves, like gender, tenure or function.

3. RATIONAL VS. EMOTIONAL COMMITMENT

Emotional engagement is four times more valuable than
rational engagement in employee effort. Employee retention
however, depends on a balance between the two forms of
engagement.

' See Leadership Advantage’s “The Power of Employee Engagement” at
http://www.leadershipadvantage.com/employeeEngagement.shtml

2 See Corporate Leadership Council’s “Top Things You Must Know & Do” at
http://www.corporateleadershipcouncil.com

4. MANAGERS AS CONDUITS

Managers are the most important element as
enablers of employee commitment to jobs,
organizations and teams.

5. IMPORTANCE OF CONNECTION

Among the top 25 drivers that the study
identified, the most important is the connection
between the employee’s job and organizational
strategy

6. FOUR CRITICAL POINTS OF LEVERAGE
Managing Business risks, key contributors,
engagement barriers and culture are a sine qua
non for creating and maintaining high
employee engagement.

All the scary statistics and studies point to one
fact: employee engagement is too crucial an
issue to be sidelined. The core questions that
HR managers and executives are wrestling with
today are how do we keep employees engaged?
How do we handle disengaged employees? How
do we manage actively disengaged employees?
What leadership actions should be taken to
boost engagement?

We put the following questions to our panel of
retention & engagement experts at HCl so that
we may better understand the shifting dynamics
of engagement across departments and
organizations.

QUESTION 1

Is "engagement” a new idea? Does it differ from
employee commitment or satisfaction? If so,
how?

Engagement has been at the periphery of HR
discussion for ages. But as organizations begin
to grapple with new challenges and competition
both on the business and HR fronts, it has
taken center stage. A disengaged workforce is
now seen as the root cause of underutilization
and limited efficiency. This also has an impact
on the economy as a whole and thus, the
competitiveness of the country and its standard
of living - the question is in these ways, core
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not only to HR or leaders in organizations, but to the entire
nation. For example, in the U.S,, it is estimated that the
economy runs at only about 30 percent efficiency due to lack
of full employee engagement (Bates, 2004).

To a large extent, traditionally speaking, the issue of
employee engagement has been tied to the question of
employee commitment or satisfaction. After all, an engaged
employee must be satisfied and therefore committed and vice
versa. But experts are challenging this view with the
argument that commitment and satisfaction need not be
necessarily linked with engagement. Engagement denotes
interest and can certainly imply satisfaction but it doesn’t
essentially relate to commitment or loyalty. For instance, in
a survey of HR professionals and managerial executives
undertaken by the Society for Human Resource Management,
it was found that a majority of the respondents cited better
compensation and benefits as a reason for changing their
job, while approximately 35 percent of those surveyed said
dissatisfaction with potential career development and the
need for a new experience would motivate them to change
course. In essence what these statistics suggest is that
commitment may or may not be based on engagement,
although disengagement does figure somewhere in the list of
workers quitting their jobs.

Jay Jamrog, Executive Director of the Human Resource
Institute, contends that today’s employee loyalty may be
driven more by the economy than anything else, and as the
economic picture brightens, organizations can expect a spike
in their turnover. Says Jamrog:

“The combination of rising job dissatisfaction, an improving
economy, and demographic trends that predict labor
shortages, as well as skill deficits and fewer knowledge
workers, has all the elements for a perfect storm where
retention and engagement issues will be in the eye. This
storm could last for decades. Pay, benefits and other
company programs can help attract talented employees, but
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alone will not work to retain and engage key talent.

’ See excerpts from Jay Jamrog’s “Labor and Talent Shortage: The Perfect
Storm” - a presentation made at a workshop on Talent Engagement:
Retaining and Engaging Employees at
http://www.hrps.org/c1_talent_030705_b.pdf

QUESTION 2

How is engagement measured? What are the
differences between employee engagement
surveys and satisfaction surveys?

There are many simple ways of knowing
whether an organization’s workforce is engaged
or not. One of them is Turnover Metrics. The
straightforward rule is when people aren’t
engaged or committed they tend to leave the
organization. 1f retaining the right people is
not a long-term HR business strategy, the
consequences can be crippling. HR executives
who have assessed the cost implications, impact
on productivity and long-term business
consequences of turnover, have put talent
engagement at the top of their implementation
list. To begin with, there are actual work
performance items to be looked at. If you are in
a business that is not performing well, the key
metrics could involve different financial
measures or customer service quality. There can
be organizational surveys that are very specific
in nature but what usually happens is
organizations discount what frontline leaders
know. Also, once the data is collated, the key
challenge is to use it to design strategies that
aid talent engagement and retention. But all
the same, organizations in general are better at
finding out when there are issues through
organizational climate surveys or seeing people
leave.

QUESTION 3

After a work group has been assessed for its
levels of engagement, how can managers
improve on commitment?

Derek Barton, Chief Talent Leader at the Center
for Talent Retention is of the opinion that
focusing on four key levers, namely the work
itself, the work environment, the organization
and the manager’s action can go a long way in
addressing commitment.
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Beverley Kaye, Founder and CEO of Career Systems
International, believes that the big drivers, coming No.1 and
No.2 in terms of stay factor and major influencers of people
staying engaged, are careers and development. “As a specific
beneficiary of career development initiatives launched by
organizations, an employee starts to believe that with the
help of growth-based learning, her career is going
somewhere,” says Kaye. Organizations can also catalyze their
managers to support the growth and development of others
at the workplace. This could mean enriching the current job,
mentoring, connecting with others, having a variety of goals
and opportunities and providing possibilities of re-
recruitment.

1t is not sufficient to state that any kind of engagement will
endow employees with the motivations or inspiration for
them to galvanize their performance. Barton feels it is
important to know from employees what is most critical to
engage them to perform their best. They can engage or
disengage and stay. So the decision/choice they make
regarding how long they are going to stay with the
organization is different from the decision or choice about
the levels at which they are ready to engage and perform.
The data on specific levels at which employees feel engaged
will be different than data on what is causing them to stay.
Barton also reckons that managers can aid commitment
efforts. “You can isolate a number of manger actions,” he
says, “since managers make all the difference.” A survey of
managers working with Fortune 500 companies, revealed the
following:

1. When asked whether their organization holds them
accountable for engaging and retaining employees,
86% of managers across organizations said no and
only 14% said yes.

2. To the question whether they spend enough energy
and time retaining talent, 79% said no.

Despite the fact that pressures from the employment market
and from tough organizational changes are sweeping
through organizations, the question of engaging and
retaining talent to perform their best has not become
uppermost; only a few organizations are making the effort to
charge managers with the task and put in place solutions
that impact engagement.

Clem Cheng, Human Resources Leader at Cigna
Corporation, cites his company’s practice of
tying a portion of the manager’s performance
rating and a portion of their variable
compensation to their people managing
success. This accountability boosts manager and
subordinate morale. He also relates that when
top leaders support these actions and spend
their time on key areas like attracting,
developing, engaging and retaining talent, it
sends a big signal, loud enough to be noticed
across the length and breadth of the
corporation.

Cheng believes that the first step toward
employee engagement should be to define what
organizations want their leaders to do. Barton
also supports the idea around clarity of purpose.
There are two main issues linked to
accountability, according to Barton. These are:

1. Clear performance expectations. 1 know
what clear talent goals 1 must achieve
and 1 know what 1 must do to achieve
them.

2. Real consequences. 1 know what
happens or what does not happen
when 1 achieve or fail to achieve the
desired talent results.

When this process is put in place in an
organization, the first question to ask is: What
do we want people to do and achieve on the
talent side of the business? Once that is done
the next step is to identify talent accountability
levers. Barton states that there are ten different
things in an organization that can ramp up
talent accountability. Of course, leaders have to
set the standards, role model it and achieve
credibility in order to create compliance.

QUESTION 4

What creates and sustains an engaged
workforce?
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There are several things that can sustain and engage the
workforce. Some of these are:

e Leadership. 1t is primarily responsible for defining
mission, vision and purpose for people.

e Passion

e Stay interviews, mentoring, accountability, variety of
opportunities, work modeling, job modeling and
project engagement

But are these sufficient in maintaining and running a
sustainable model that will benefit corporations in the long
haul? 1t was earlier standard practice to ramp up
compensation benefits or payroll models to keep the
workforce engaged. This proved unsustainable and
ineffective in the long run. Using creative compensation and
benefits hasn’t seen great success either, for example, many
dotcom companies gave stock options, creative benefits and
retention bonuses to their employees to boost engagement.
Most found the positive effects to be alarmingly fleeting.

Kaye considers the manager role as a key sustainability
factor. Though, she adds that the secret weapon in the talent
war could be the individual. “We have to teach the employee
(talent) how to ask for what they want,” she says, “how to
figure out what is causing them to be disengaged, how to
work with peers or their own managers to change their own
circumstances instead of waiting and whining for someone
else to fix it for them.”

A culture that stresses the fact that “you are in charge of
your own career’ is difficult to drop into an organization. So
employees need to be taught to work on their engagement
themselves. Kaye’s chief concern is that demographically, it
looks as if organizations are going to lose the most number
of people around middle management. So the span of
control for a middle manager is only going to increase and
the middle manager will have to nurture numerous direct
recruits. This calls for a strategy whereby all talent is taught
how to take care of themselves. So in a sense the workforce
itself creates a state of engagement.

Barton agrees with the idea and adds, “we have got to equip
individual employees to take action, to increase their
personal engagement and so organizations should have

targeted solutions they can implement based on
what is most critical to them.”

CONCLUSION

In conclusion it needs to be stressed that
engagement is a key factor affecting employee
satisfaction, commitment and loyalty. 1t is
ultimately a major contributor to workforce
productivity and efficiency at the organizational
and national levels. While there are several ways
of keeping individuals engaged within the
organization, some are clearly outdated and
others are losing their sheen. The best strategy
combines engagement initiatives with retention
efforts. As a result, organizations have to
constantly play a balancing game involving
measures directed at improving employee
satisfaction, commitment and engagement and
a whole range of actions targeted at employee
retention. But the right impetus comes from
leadership that believes in keeping its workforce
engaged, a mindset in other words, driven
mainly by immediate managers who find ways
to engage the workforce by working with them
directly, one to one. As Cheng affirms, “The key
aspect is getting the right people on the bus,
which means that the right leaders plus the
right managers employing the right people can
produce a super-engaged workforce.”
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