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Executive Summary

There continues to be a lot of confusion in the HR
industry around employee satisfaction and employee
engagement. HR professionals have long sought

to accurately measure employee satisfaction but,
more recently, the focus has shifted to employee
engagement. So is employee engagement just a

new buzz word for job satisfaction? The answer is

no. Satisfaction and engagement are two important,
yet distinct measurements that provide valuable and
actionable insights into the workforce. The problem
is that too many organizations still view them as

one and the same thing. As a result, they may be
missing critical opportunities to foster the kind of
workforce engagement that drives innovation, boosts
performance, and increases competitive success.

Some organizations think they don’t have to
worry about engagement because turnover is low
and employees seem satisfied. While employee
satisfaction is important to maintaining a positive
work environment, is it enough to help you retain
top performers and drive bottom-line impact?
Probably not. By focusing more on employee
engagement, organizations are more likely to
maintain a strong, motivated workforce that

is willing to expend extra effort, drive business
goals, and deliver a return on HR's talent
management investment.

This paper explores the differences between
engagement and satisfaction, the importance
of measuring engagement over time, as well as
actionable strategies for maximizing workforce
engagement and, subsequently, driving higher
performance across the organization. It
addresses critical questions such as:

* Do you want satisfied employees
or engaged employees?

Can you have one without the other?

Which has a greater impact on the
organization’s bottom line?

What are some proven techniques
for addressing both satisfaction
and engagement?

Lost productivity of actively disengaged
employees costs the U.S. economy

$319 to $398

X

billion annually.

Source: Jim Harter, “Managers With High Talent Twice as Likely to Be Engaged”, Gallup, April 2, 2015

» Employee Satisfaction vs. Employee Engagement



Employee Satisfaction and Employee Engagement:
Ditfferent but Related Measurements

For decades, HR professionals have been concerned about workforce job satisfaction. This can include
elements such as, employees’ level of contentment with their organizational culture, work environment, and
overall compensation. Employee satisfaction is typically measured through surveys designed to gather opinions
about HR-related issues like bonus programs, benefits, and work/life balance, so HR leaders can implement
changes designed to increase morale and, theoretically, drive higher retention. Employee engagement is

a newer concept that has been adopted by HR professionals within the past decade as global competition
skyrocketed, “lifetime employment” faded into oblivion, and organizations looked to more directly align
employee performance with business goals.

While the exact definitions of employee satisfaction and employee engagement may differ from organization
to organization, HR professionals would generally agree that satisfaction refers to how employees feel —
their “happiness”— about their job and conditions, such as compensation, benefits, work environment, and
career development opportunities. Engagement, on the other hand, refers to employees’ commitment and
connection to work as measured by the amount of discretionary effort they are willing to expend on behalf
of their employer. Highly engaged employees go above and beyond the core responsibilities outlined in their
job descriptions, innovating and thinking outside the box to move their organizations forward — much like
volunteers are willing to give their time and energy to support a cause about which they are truly passionate.

Can an organization have a satisfied employee who is not engaged and vice versa? Chances are an engaged
employee is also a satisfied employee; few people are willing to go the extra mile for their employer unless
they are fundamentally happy in their jobs. However, it is certainly possible to have a satisfied employee with
a low engagement level — someone who shows up to work and goes through the motions, but does not
demonstrate a lot of initiative or put in a lot of extra effort to further the success of the organization. That's
why focusing on satisfaction without addressing engagement is unlikely to foster the kind of exceptional
workforce performance that drives business results.

Employee Satisfaction and Employee Engagement:
What Do They Mean?

Employee Satisfaction: Employee Engagement:

A measurement of an employee’s A measurement of an employee’s
“happiness” with current job and
conditions; it does not measure how

much effort the employee is willing

emotional commitment to an

organization; it takes into account
the amount of discretionary effort
to expend an employee expends on behalf

of the organization

4 » Employee Satisfaction vs. Employee Engagement



Understanding the Impact of Employee Engagement

on the Bottom Line

Why should organizations care about their workforce
engagement level? The primary goal of a business

is to make money; even nonprofit organizations

exist to fund their specific causes. This means that
organizations need to get employees at all levels
focused on driving revenue. Many studies have linked
employee engagement to workforce performance,
customer satisfaction, productivity, absenteeism,
turnover, and support of the organization—all of
which can significantly impact on the bottom line.’

A 2011 Corporate Leadership Council (CLC) Human
Resources Insight explores how organizations

can create and leverage a sustainable employee
engagement strategy. The study reveals that

70 percent of business leaders surveyed believe
employee engagement is critical to achieving
business objectives.? However, despite widespread
belief in the importance of employee engagement
and significant investments by HR, only 20 percent
of these business leaders feel their engagement
initiatives are driving business outcomes.® This may
be because most organizations approach employee
engagement as a static rather than a dynamic
problem, measuring engagement as a point-in-
time level. Such static views do not account for
past experience and future expectations that may
influence an employee’s engagement.*

These findings suggest the need for organizations

to develop new measurement approaches and

more effective engagement strategies in order to
affect long-term business improvements. But is the
investment worth it? Some findings suggest that it is.
A 2011 Corporate Leadership Council study revealed
that performance against revenue expectations is

23 percent greater for companies with high
engagement capital compared to those with low
engagement capital.® In addition, a recent Gallup
study found that lost productivity of actively
disengaged employees costs the U.S. economy

$319 to $398 billion annually.® Seizing the opportunity
to capture these kinds of significant performance
gains — or avoid staggering productivity losses —
through effective employee engagement strategies
simply makes sound business sense.

Performance against revenue
expectations is 23% greater for
companies with high engagement
capital compared to those with
low engagement capital.

3%

2011 Corporate Leadership Council HR Engagement
Research Survey

» Employee Satisfaction vs. Employee Engagement



Employee Engagement: A Reflection of the Human Condition

Employee engagement is a concept that is rooted in
science and, at the most fundamental level, reflects
the human condition itself. Consider Gallup’s Q12
instrument, one popular and well- established

survey tool used to measure employee engagement.

The instrument includes 12 items, or statements,
which are designed to measure the extent to which
employees are engaged in their work and which are
found to be actionable at the supervisor or manager
level in an organization. Current standard practice
is to ask each employee surveyed to rate each
statement (a census survey — median participation
rate is 85%) shown in Figure 1 using six response
options (from 5=strongly agree to 1=strongly
disagree; the sixth response option — don't know/
does not apply — is unscored).” The Q12 starts

with more employee-centric, satisfaction-oriented
“what's in it for me" statements and gradually shifts
to more altruistic, community-centered, “what'’s in
it for the organization as a whole” statements to
capture a more complete picture of the employee’s
engagement level.

Many decades of research have gone into
development and validation of Gallup’s Q12
employee engagement instrument. The joint work
of Dr. George Gallup, a pioneer in the development
of scientific sampling processes to measure popular
opinion and a renowned researcher on well- being,

and Dr. Donald O. Clifton, a psychologist and
professor who studied the causes of success in
education and business, the Q12 is based in large
part on social science and statistics. Its validity is
further underscored when you note the instrument'’s
similarities to psychologist Abraham Maslow's
Hierarchy of Needs (see Figure 1), a construct

which suggests that humans are motivated to

fulfill basic needs before moving on to other,

more advanced needs.

It makes sense that this human motivation process
would apply in the workplace just as in other areas
of life.

By motivating
employees beyond

basic satisfaction to achieve higher

levels of engagement, HR professionals

can more significantly impact

business outcomes
aond drive bottom-line
results.




Figure 1: Parallels Between Gallup's Q12 Engagement
Measurement Model and Maslow’s Hierarchy of Needs

Q12 ENGAGEMENT MEASUREMENT MODEL

- In the last six months, has someone at work talked to you about your progress?
- In the last year, have you had opportunities to learn and grow?
- At work, do your opinions seem to count?
- Does the mission/purpose of your company make you feel your job is important?
- Are your associates (fellow employees) committed to doing quality work?
- Do you have a best friend at work?

- At work, do you have the opportunity to do what you do best every day?

- In the last seven days, have you received recognition or praise for doing good work?
- Does your supervisor, or someone at work, seem to care about you as a person?
CONTRIBUTIONS - Is there someone at work who encourages your development?

- Do you know what is expected of you at work?
- Do you have the materials and equipment to do your work right?
ENTITLEMENTS

Source: Gallup Q12 Instrument and Maslow’s Hierarchy of Needs,
http://psychology.about.com/od/theoriesofpersonality/a/hierarchyneeds.htm.

MASLOW'S HIERARCHY OF NEEDS

SELF-ACTUALIZATION NEEDS: to find self-fulfillment and realize one’s potential

AESTHETIC NEEDS: symmetry, order, and beauty

- COGNITIVE NEEDS: to know, understand, and explore
_ ESTEEM NEEDS: to achieve, be competent, and gain approval and recognition
_ BELONGINGNESS AND LOVE NEEDS: to affiliate with others, be accepted, and belong
_ SAFETY NEEDS: to feel secure and safe, out of danger
_ PHYSIOLOGICAL NEEDS: hunger, thirst and so forth

~
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A Closer Look at the Relationship Between Satisfaction
and Engagement

In today’s uncertain economic climate, both SOCIETY FOR HUMAN RESOURCE
employee job satisfaction and employee MANAGEMENT (SHRM)

engagement are important for business sustainability. 2012 EMPLOYEE JOB SATISFACTION
Top-performing organizations understand that AND ENGAGEMENT SURVEY

measuring employees’ contentment levels and
emotional commitment to the organization on

a regular basis can put them at a competitive
advantage. According to the Society for Human
Resource Management (SHRM) 2012 Employee Job
Satisfaction and Engagement Survey, 81% of U.S. reported overall
employees reported overall satisfaction with their o efacti

current job.? But despite these high satisfaction 8 1 /o Sa'tls aCt_Ion
levels, the same survey revealed that employees with their

were only moderately engaged (3.6) on a scale current job

of 1to 5, where 1 is highly disengaged, 3 is
moderately engaged and 5 is highly engaged.’

U.S. employees

A closer look at the SHRM findings sheds valuable
light on the relationship between satisfaction and
engagement. The SHRM study asked participants
to identify the Top 10 Contributors to Employee
Job Satisfaction. Not surprisingly, since satisfaction
measures an employee’s happiness with current
job and conditions, the top contributors focused
more on employee-centric, “what’s in it for me?”
factors like job security, opportunities to use skills
and abilities, the organization’s financial stability,
relationship with immediate supervisor,
compensation and benefits.




Figure 2: Top 10 Contributors to Employee Job Satisfaction

PERCENT OF RESPONDENTS RATING FACTOR AS A
“VERY IMPORTANT” CONTRIBUTOR TO JOB SATISFACTION

63% Job security

62% Opportunities to use skills and abilities

55% Organization’s financial stability

55% Relationship with immediate supervisor

54% Compensation

53% Benefits

53cy Communication between employees
= and senior management

53% The work itself

52% Autonomy and independence

49cy Management’s recognition
° of employee performance

Source: Society for Human Resource Management (SHRM) 2011 Employee Job and Satisfaction Survey

SHRM'’s study of top engagement conditions, however, tells a somewhat different story. When asked about

the conditions conducive to maximizing engagement — their emotional commitment to their employers —
employees ranked more altruistic, “good for the organization” factors at the top of the list. Respondents ranked
the work itself, relationships with co-workers, opportunities to use skills and abilities, relationship with immediate
supervisor, and contribution of work to the organization’s business goals above more employee-centric factors
like variety of work and the organization’s financial stability.

O
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Figure 3: Top Conditions Under Which Engagement
Can Be Maximized

PERCENT OF RESPONDENTS “SATISFIED” OR “VERY SATISFIED”
WITH ENGAGEMENT CONDITION OR JOB SATISFACTION

76% The work itself

76% Relationship with co-workers

74% Opportunities to use skills and abilities

~J

3% Relationship with immediate supervisor

Contribution of work
to organization’s business goals

71%
69% Autonomy and independence
69% Meaningfulness of job

680/0 Variety of work

63%

Organization’s financial stability

60% Overall corporate culture

Source: Society for Human Resource Management (SHRM) 2011 Employee Job and Satisfaction Survey

So where should employers focus to maximize both employee satisfaction and engagement in order to
get the biggest bang for their compensation spend? To find out, we honed in on the drivers that received
top rankings for both satisfaction and engagement among SHRM survey participants.

—
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Figure 4: Engagement and Satisfaction Drivers

COMBINED RANKINGS ORDERED BY LOWEST TOTAL RANKINGS IN BOTH STUDIES

ENGAGEMENT SATISFACTION
RANKING FACTOR RANKING

Opportunities to use skills and abilities

Relationship with immediate supervisor

The work itself

Job security

Organization’s financial stability

Relationships with co-workers

Autonomy and independence

Contribution of work to organization’s business goals

Compensation

Benefits

(NR = Not Ranked in Top 10)
Source: Society for Human Resource Management (SHRM) 2011 Employee Job and Satisfaction Survey

Figure 4 shows the smallest spread between satisfaction and engagement rankings for the following factors:
* Relationship with immediate supervisor

* Opportunities to use skills and abilities

* Autonomy and independence

These findings suggest that HR focus in these areas may have a positive impact on both satisfaction and
engagement levels, thereby driving higher overall performance and bottom-line results.
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Recommendations for Addressing Both Employee Engagement
and Satisfaction

Understanding the key drivers of both satisfaction and engagement is a great start. The next step is to put
actionable strategies in place to optimize these drivers for employees across the organization. The following
recommendations can help HR leaders focus their budget and resources on initiatives aimed at fostering
mutually beneficial manager/employee relationships, creating opportunities for leveraging employee skills

and abilities, and encouraging autonomy and independence in order to effect maximum organizational change.

]

Provide Career Development
and Opportunity

In order to continually challenge employees
and provide ongoing career development
opportunities, organizations need to transform
performance management from a static,
once-a-year event into a dynamic ongoing
process. HR leaders need to implement a
framework in which employees and managers
work together in setting weighted goals,
competencies, and development activities
that meet individual needs and drive corporate
objectives. To ensure follow-through and
optimize engagement, employees and
managers should meet periodically
throughout the year — not just at the

annual performance review — to discuss
progress against development activities.

Even if budget constraints limit rewards like
bonuses and salary increases, managers can
still motivate employees by presenting them
with opportunities that expand their expertise,
exercise their leadership skills, and expose
them to other areas of the business.

Set Clear Consistent Expectations

Effective performance management hinges
on the ability to continually assess individual
and collective progress toward realizing key
strategic initiatives. This starts by having
employees and managers work together to
set clear, measurable individual goals that
align with corporate objectives and reflect

individual talents, interests and needs. This
way, employees come to work every day with
clear expectations of what they are supposed
to accomplish, how their performance will be
measured and how their work contributes to
the organization’s overall success.

Get Feedback from Managers
in the Moment

It is also imperative that managers check

in with employees throughout the year to
discuss progress toward goals, balancing
acknowledgement of accomplishments

with constructive coaching to help them be
successful. In other words, managers and
employees need to discuss engagement

on a regular basis as part of an open, honest
relationship built on trust. This approach helps
to ensure that employees stay productive and
engaged while managers can successfully keep
their teams focused on strategic priorities for
bottom-line impact.

» Employee Satisfaction vs. Employee Engagement



Conclusion

While employee satisfaction and employee engagement are both critical to maintaining a happy and productive
workforce, achieving satisfaction without engagement will have significantly less impact on business results. After
all, engaged employees are emotionally committed to working hard, demonstrating initiative, and expending
extra discretionary effort — and doing so in alignment with strategic priorities to move the organization forward.
It's no wonder that employee engagement has been associated with higher workforce productivity and customer
satisfaction as well as lower absenteeism and turnover.

To start reaping bottom-line benefits that a truly engaged workforce promises, organizations must adopt a
more dynamic approach to both satisfaction and engagement that incorporates more frequent measurements
— not just a once- a-year snapshot — to identify trends and create effective change. By taking the satisfaction
and engagement pulse of employees periodically throughout the year, HR leaders can develop and implement
engagement initiatives and management strategies that take into account not only employees’ present
perceptions, but also their past experiences and future expectations. The end result is a more sustained
increase in employee engagement that drives competitive success and bottom-line results.

13 Employee Satisfaction vs. Employee Engagement
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