
Or:
How to keep your employees motivated and hold 

on to your best people in a time of austerity, 
insecurity and static or falling rewards.

Better Business Performance 
through Employee Engagement
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Structure of 
this paper What does employee engagement 

change?

Why does employee engagement 
matter to business?

Where employee engagement can help 
to deliver better business performance

How to create positive employee 
engagement

Overview and implication

What does this mean for me?
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Demonstrated Value
Engaged employees 
can make a huge 
difference to earnings 
and share price
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17%

3%

Average 
annual 

portfolio 
growth over 

10 years

Top 20 publicly listed best to work for S&P 500

Based on Fortune Magazine’s 
“Great Places to Work” Survey

This is a +591% difference in performance



What does employee 
engagement change?

It replaces the ‘scientific’ relationship, with employees:
Told what to do
Told how to do it
Closely supervised
Rewarded or punished according to how they followed the direction given.

This recognised only the rational, viewing people as machines:
It ignored the motivational and creative effects of emotion and politics
It was set up to control, and so disempowered

The outcome was a vicious circle:
‘Presenteeism’ and abrogation of responsibility on the part of the employee
More pressure on the manager
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What does employee 
engagement change?

Employee engagement enables an empowered, two-way relationship 
between leaders and managers and employees.

It encourages
discretionary effort, 
energy, 
well-being and
productivity.

“Engagement is a positive attitude held by the employee towards the 
organisation and its values. An engaged employee is aware of business 

context, and works with colleagues to improve performance within the job 
for the benefit of the organisation.” 

(Robinson et al, Institute of Employment Studies, 2004)
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Why does employee engagement 
matter?

The marketplace is increasingly crowded and competitive advantage is a moving target.  
Engagement promotes ongoing renewal of an organisation’s proposition.  Your people 
keep track of the target with you and for you.
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Choice of Market
• Most markets now crowded
• Barriers to entry often high

Holding a unique resource
• Unique physical resources are a 

limited and declining source of 
advantage 

• Some (few) companies still have 
them (e.g. De Beers, London Brick)

How you do what you do
• Optimising process and culture –

where employees are key (e.g. 
Toyota)

• Unless renewed, competitors can 
whittle this away over time (e.g. GM)

How you reinvent what you 
do
• Renew and recreate competitive 

advantage (e.g. IBM, Intel, ANZ Bank)
• Based on employees’ discretionary 

effort and engagement



Why does employee engagement 
matter?

In a world where most factors of production are 
increasingly standardised, employee 

engagement is the dynamic capability, the 
difference that can make the difference
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Where are we now?

Output per hour worked in the UK is
13% lower than Germany’s,
18% below the US,
20% below France 
because of deficits in innovation, skills and management 
practices (LSE Centre for Economic Performance, 2007)

Gallup surveys indicate only 24% of employees in 
the UK are ‘engaged’
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Benefits of employee engagement

Faster revenue growth
Higher sales per employee
Better performing shares
Better stakeholder relationships

9



This opportunity is growing news...

In a survey of 295 HR Directors carried out in 
January 2010, their top challenges that 
emerged were:

Employee Engagement (159 responses)
Organisational Effectiveness (130 responses)
Performance Management (93 responses)
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Where Employee Engagement 
can help to deliver better business 
performance 

The effect of employee engagement in different business processes
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Within Strategy
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Within Strategy

In a volatile, uncertain, complex and ambiguous world, 
strategy has to:

be invented and reinvented continuously, not just once
be not just simply communicated but understood, led 
and created at every level

Competitive advantage is most likely to sit with your people 
and how they do what they do.
Sam Walton, founder of Wal-Mart, claimed that “our best 
ideas come from clerks and stockboys.” 
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Within Change
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Within Change

It is broadly agreed that 70% of change initiatives 
fail to have the desired effect, largely due to 
‘employee resistance’
The discipline of change management is built 
around overcoming this resistance and bringing 
your people with you
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Within Change

I THRIVE ON 
CHANGE

YOU?!\

YOU THREW A FIT THIS MORNING 
BECAUSE YOUR  MOM PUT LESS JELLY 
ON YOUR TOAST THAN YESTERDAY!

I THRIVE ON MAKING 
OTHER PEOPLE 
CHANGE

Calvin and Hobbes by Bill Watterson
©
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Within Change

1 Disengaged

2  Unsuccessful 
Experimentation

3  Inability to cope 
with new work/
team patterns
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1,2,and 3 are potential pitfalls when change management is done in the context of a top-
down diktat or without taking account of the human emotional transition.

The ‘change curve’ below shows the normal human emotional response to change.  Coming 
off this curve before the ultimate uplift is a major reason for the failure of change initiatives.
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But what if that resistance isn’t there in the first place –
change not done to employees, but done by them

4   Active change 
supporter, 
beneficiary 

4 is possible when changes are also bottom up and when the transition is managed early.
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Within Customer Relations
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Within Customer Relations

Customer retention is driven by individual customer 
relationships
This in turn is determined by employee behaviour
Employee behaviour is driven by the climate in 
which they work
Employee engagement is 80% determined by 
climate
A cycle of success is created when the perceptions 
are positive
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A cycle of success
Processes, reward 

structures and 
procedures designed 

from a customer 
perspective Employee 

understands the 
customer 

perspective and it’s 
importance

Employee guides 
their own behaviour 
by thinking from the 

customer 
perspective

Employee delivers 
high service quality

Customer and 
employees perceive 

service quality

High customer 
satisfaction

High customer 
engagement and  
retention, strong 
customer voice
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Climate is the Key
How to create positive employee engagement
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What is the right climate?

The right climate is a climate of trust.
Feeling valued
Feeling fairly treated
Feeling of being ‘in the know’ and listened to
Sense of involvement
Sense of personal growth and development
Belief in the employer’s honesty and purpose, i.e. 
professional, personal and corporate integrity
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A matter of trust...
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A matter of trust...
“If there is one thing I’m proudest of at Starbucks, it's the 

relationship of trust and confidence we’ve built with the people 
who work at the company... A company that is managed only for 

the benefit of its shareholders treats its employees as a line item, a 
cost to be contained. Executives who cut costs aggressively are 

often rewarded with a temporary run up in their stock price. But in 
the long run, they are not only undermining morale but sacrificing 

the innovation, the entrepreneurial spirit and the heartfelt 
commitment of the very people who could elevate the company to 

greater heights.”

Starbucks’ CEO Howard Schultz

25



Where are we now?
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Where are we now?

In 2007, a survey of 1091 UK managers from firms with 
1000 or more staff found that;

only 40% described their relationship with their 
team as ‘trusting’
only 27% described their relationship with their 
own manager as ‘trusting’.
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Creating the right climate

These are some levers to use to create a climate of 
trust, which are detailed further in the following slides:

Management
Leadership
Industrial relations
Inclusive Business Processes
The Informal network
Interpersonal Communication
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The right climate - Management

The manager’s attitudes and behaviours are the key influencers 
of employee engagement.  In a positive scenario, they will

facilitate and empower rather than control or restrict
create the conditions that allow collective vision, 
understanding, clarity, and agility to emerge
help people understand where they fit in
provide appropriate structure and accountability
behave in a manner consistent with stated values
act with humour, humility and humanity

29



The right climate - Leadership
It is about working with not working for.
Facilitated and empowered  by good management, engaged 
employees take responsibility and lead and follow each 
other as appropriate. 
Following and leading are not roles. They exist within the 
same person, who will switch from leading to following and 
back again in an instant.
The activities of leading and following are founded on trust 
and are emotionally driven. 
For an engaged organisation, skills of leadership, 
followership and communication are needed by everybody.
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The right climate - Leadership

Leading through trust and accountability

Being Trustworthy

• Promote Learning

• Give feedback

• Act with Integrity

• Lead decisively

Principle

•Competence

•Openness

•Reliability

•Equity

Creating conditions 
for trust

• Choose the right 
people

• Tell them the 
score

• Make them 
accountable

• Identify their 
concerns

Based on the CORE model, Larry Reynolds, ‘The Trust Effect’.
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The right climate - Industrial Relations

Hierarchical organisations necessarily have political power 
imbalances.  
Psychologically, this can cause distrust and disengagement.  
Collective organisations can help redress this balance from 
an employee perspective by contributing to a feeling of 
safety and empowerment.   
Honest and inclusive industrial relations can contribute 
greatly to a climate of trust.
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The right climate - Inclusive Business Process

“... many front-line employees strongly feel that they can make a useful 
contribution to decisions about their services. Thus, to maintain 

engagement, it is important that employees feel consulted and involved in 
decisions...”

(The Human Voice of Employee Engagement, Roffey Park, 2010)

Building business processes that use and pull on the talents of your people 
will not only demonstrate trust in them, but also help release the ideas and 
abilities of your organisation and gain you competitive advantage.
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The right climate - The Informal Network

Enabling trust between people who rarely meet, from different 
departments or functions and with different managers, needs a less 
business driven approach.  One way is to encourage the informal 
networks that go across and around formal business structures.

This can be done through, for example:
Encouraging informal interpersonal contact
Enabling winning internal conversations through training and 
leadership
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The right climate – Interpersonal 
Communication

Communicating with each other at work can be competitive and frustrating. 
Different people 

reporting to different managers, 
accountable for their own results and 
in need of resources 

can end up pulling in different directions.

In the same way, communications with customers and suppliers can quickly 
move to conflict.

In employees’ attempts to meet the goals they have been 
given, the collective goals of the company are missed.  
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The right climate – Interpersonal 
Communication

With the right communication and negotiation skills, communication 
within an organisation and 
between an organisation and its 

customers, 
suppliers 
and other stakeholders 

can become 
cooperative, 
open, 
problem-solving and 
value creating
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The key, as ever, is walking the talk

People join companies.
They leave managers.

Climate starts at the top and cascades down an 
organisation
Line managers are key
Engagement correlates with how the relationship 
makes us feel about ourselves
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So what does this 
mean?

Overview and Implication
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Overview

Employee Engagement
Delivers value by gaining employees’ discretionary 
effort
Is key to renewing competitive advantage
Can be embedded in your business processes
Will improve your customer relations
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Overview

To engage employees you need to
Create a climate of trust and accountability
Focus on the relationships between your people
Work rationally, politically and emotionally
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Overview

It is possible, through...
Management
Leadership
Industrial relations
Inclusive Business Processes
The Informal network
Interpersonal Communication
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Which drives business results

Better earnings Better share performance Closer, more trusting stakeholder 
relationships Higher customer retention

Which creates engaged employees that

Implement and renew strategy Increase productivity Drive change Work together for the common 
goal

Creates a better climate

Trust Accountability Values driven Empowered

Business Change

Facilitative 
management

Leadership as a 
shared role

Empowerment 
through industrial 

relations

Inclusive business 
process

Validated informal 
network

Cooperative 
communication skills
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What does this mean for me?
There is no one big magic bullet – but there are many effective means to 
improve employee engagement and thereby your bottom line.  Some 
examples are:

In Strategy
Make it every manager’s responsibility to design the implementation of corporate 
strategy at their level with their teams
Build in processes to capture feedback and ideas from everyone in the 
organisation

In Change
Use cross functional ‘Transition Monitoring Teams’ to feed back on the status and 
impact of change programmes

Interpersonal contact
Offer social opportunities
Organise the workplace to increase the possibility of interaction and innovation

Enabling winning internal conversations
Support internal negotiation
Treat each other as stakeholders
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What does this mean for me?

It matters as much how you do it and when you do 
it as what you do – the medium is the message
One starting point is to gain a really good 
understanding of where you are now.
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Change and performance driven by human 
dialogue and human data

You'll never
build your teams
support your board
run your programmes
coach your leaders
recruit your staff
develop your talent
approach change
engage your employees

the same way again.
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Get in touch:
intouch@consono.co.uk

+44 20 8720 7144
www.consono.co.uk


