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Beyond engagement
The definitive guide to employee surveys and  
organizational performance

Employee engagement surveys have grown in acceptance in the last 10 
years because organizations believe they can leverage employee 
engagement for higher employee retention, greater customer 
satisfaction and improved financial performance (Harter, Schmidt, & 
Hayes, 2002). It is estimated three of every four large firms in the 
United States survey their employees (Kraut, 2006). Worldwide 
research by IBM reveals surveys are more common in large 
organizations: 72 percent of organizations with more than 10,000 
employees regularly conduct surveys, compared to only 50 percent of 
small organizations (those with between 100 and 249 employees, 
described in the Appendix). This same research reveals that, over the 
last 15 years in the United States among organizations with at least 100 
employees, the percent conducting employee surveys has increased 
from 50 percent to 60 percent (Wiley, 2010). 

Employee engagement
Definitions of employee engagement vary, but recent literature reviews 
reveal most are similar in terms of key components. These common 
components include enthusiasm for work, commitment, organizational 
pride, employee alignment with organizational goals and a willingness 
to exert discretionary effort (Robinson, 2007; Schneider, Macey, 
Barbera, & Martin, 2009; Vance, 2006). In this context, our definition of 
employee engagement is mainstream. We define employee engagement 
as: “The extent to which employees are motivated to contribute to 
organizational success, and are willing to apply discretionary effort to 
accomplishing tasks important to the achievement of organizational 
goals.” 

Our approach to measuring employee engagement treats engagement 
as a desired state (Macey & Schneider, 2008), measured by an equally 
weighted combination of four individual elements: pride, satisfaction, 
advocacy and commitment. The rationale is straightforward: An 
engaged workforce is one whose employees have pride in and are 
satisfied with their organization as a place to work, and who advocate 
for and intend to remain with their organization. Thus, in this 
conceptualization, employee engagement is a result of organizational 
policies and practices, as well as leadership and managerial behaviors 
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that precede the state of employee engagement. Employee 
engagement precedes the display of discretionary effort that 
promotes heightened individual, team and organizational 
performance (see Figure 1).

The questions we use to measure employee engagement are 
presented on a balanced five-point Likert agreement scale and 
these listed areas:

•	 I am proud to tell people I work for my organization
•	 Overall, I am extremely satisfied with my organization as a 

place to work
•	 I would recommend this place to others as a good place  

to work
•	 I rarely think about looking for a new job with another 

organization

From these four items, we create the IBM Employee 
Engagement Index (EEI), which is most typically reported as 
percent favorable; that is, the average level of agreement 
across the four items. EEI coefficient alpha, an internal 
consistency estimate of reliability, is quite high at .91  
(Wiley, 2010).

Employee engagement country 
comparison
Measuring employee engagement as outlined above, Figure 2 
presents a 21-country comparison on EEI scores. (These 
scores were drawn from the results of the 2010 WorkTrends™ 
survey, described in the appendix.) The average EEI score is 
58 percent and the scores across the countries range 35 
percentage points, from India’s high of 71 percent to Japan’s 
low of 36 percent. Employee engagement is thus a construct 
that differentiates between countries. From this comparison, 
we see a general (though not absolute) trend of faster growing 
economies producing higher EEI scores, and slower growing 
economies producing lower EEI scores.
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Figure 1:	The	flow	of	employee	engagement

Figure 2: Country-level employee engagement index scores
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This listing of 10 drivers can be reduced to a shorter list of 
four “macro” drivers, or pillars, of employee engagement. In 
broad terms, it appears employees are engaged by:

•	 Leaders who inspire confidence in the future (drivers 1, 2  
and 8)

•	 Managers who recognize employees and emphasize quality 
and improvement as top priorities (drivers 4 and 10)

•	 Exciting work and the opportunity to grow and develop 
(drivers 5 and 6)

•	 Organizations that demonstrate a genuine responsibility to 
their employees and the communities in which they operate 
(drivers 3, 7 and 9)

Country-level drivers of employee 
engagement
We create a generalized understanding of the global drivers of 
employee engagement through the analysis reviewed above, 
but are the global findings generally descriptive for all the 
countries included in our sample? We answer that question by 
subjecting the country-level data to the RWA procedure; the 
results are displayed in Figure 3.

Employee engagement drivers
Having shown the EEI to be a reliable measure and one that 
differentiates among employees from different countries, the 
question becomes, “What causes employee engagement index 
scores to improve or decline?” The answer is relevant, because 
employee engagement has been linked to organizational 
performance (Wiley, 2010). Using relative weights analysis 
(RWA) (Johnson, 2000) to identify the key drivers of 
employee engagement reveals that the top 10 drivers, across a 
study of 19 countries, are:

1. Confidence in organization’s future 
2. Promising future for one’s self 
3. Organization supports work-life balance 
4. Contribution is valued 
5. Excited about one’s work 
6. Opportunity for growth and development 
7. Safety is a priority 
8. Leadership has communicated a motivating vision 
9. Organization’s corporate responsibility efforts increase  
    overall satisfaction 
10. Quality and improvement are top priorities

Figure 3: Employee engagement drivers by country
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From our own research we would add to this list the construct 
of work-life balance. In all of our global studies over the past 
five years (2007-2011), work-life balance has emerged as a  
top 10 driver of employee engagement. Based on our research, 
we believe this construct should be measured in future  
studies undertaken to document the antecedents of  
employee engagement (see appendix for more information).

Employee engagement and business 
performance
To validate that the employee engagement construct 
significantly relates to measures of business success, we 
correlated EEI scores with:

•	 American Customer Satisfaction Index (ACSI) scores for 63 
companies

•	 Diluted Earnings Per Share (DEPS) for 168 companies
•	 Return on Assets (ROA) for 203 companies
•	 Three-year Total Shareholder Return (TSR) for 187 

companies

By definition, the American Customer Satisfaction Index 
(ACSI) is an economic indicator based on customer 
evaluations of US and foreign-owned entities selling products 
in the United States. Companies use ACSI evaluations to 
improve and help maximize their customer relationships, and 
this, in turn, drives customer loyalty and profitability. Diluted 
earnings per share takes into account standard earnings per 
share (income divided by outstanding shares), but also 
accounts for what earnings would be if all outstanding stock 
options and warrants were exercised.  
It is seen by analysts as an accurate assessment of the  
health and profitability of an organization. Total shareholder 
return is a measure of the change in a company’s stock  
price plus dividends paid. Return on assets is net income 
divided by assets, and provides an indication of how  
efficiently management uses the organization’s assets to 
generate earnings.   

The analysis reveals that the global drivers of employee 
engagement are an excellent predictor of the drivers of 
employee engagement for given countries. In fact, for 12 of 
the 19 countries included in this analysis, the global list of 
drivers matches at least nine or 10 of their drivers.

Special note: A “conceptual” match occurs when the country-
level driver conceptually matches the same construct under 
consideration in the global driver. For example, the global 
driver of “excited about work” is a conceptual match to “liking 
the kind of work I do.” 

For another six countries, the match between the global driver 
list and the country driver list is 80 percent. Only for 
Germany does the match drop to 70 percent. On average, the 
country-to-global driver match is 87.9 percent. In effect, the 
four macro drivers, or pillars, of engagement are universal. 

Consistency with published research
These findings are highly consistent with information 
reported in the academic literature. Figure 4 summarizes what 
others have identified as the antecedents or drivers of 
employee engagement. Based on this summary, it seems 
reasonable to conclude that employee engagement is based on 
senior leaders who build trust and confidence, direct line 
managers providing recognition and demonstrating respect, 
employee-perceived opportunities for growth and 
development and, finally, enthusiasm generated by the work 
itself. When organizations meet these conditions, employee 
engagement levels will be at their highest. 

Summary 
concept References

Leaders who 
build trust

Tims, Bakker, & Xanthopoulou, 2011; Xu & 
Thomas, 2011

Managers 
who recognise 
and respect 
subordinate 
employees

Bakker & Bal, 2010; Bakker, Hakanen, Demerouti, 
& Xanthopoulou, 2007; Mauno & Kinnunen, 2007; 
Schaufeli, Bakker, & Rhenen, 2009; Schneider et 
al., 2009; Xanthopoulou, Bakker, Demerouti, & 
Schaufeli, 2009a

Growth and 
development 
opportunities

Bakker & Bal, 2010; Coetzer & Rothmann, 2007; 
Schaufeli et al., 2009

Work itself Bakker & Bal, 2010; Crawford, LePine, & Rich, 
2010; Kühnel, J., Sonnentag, & Westman, 
2009; Mauno & Kinnunen, 2007; May, Gilson, & 
Harter, 2004; Parker, Jimmieson, & Amiot, 2010; 
Richardsen & Burke 2006; Schaufeli & Bakker, 
2004; Schaufeli et al., 2009; Xanthopoulou, 
Bakker, Demerouti, & Schaufeli, 2009b

Figure 4: Summary of employee engagement antecedents
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These figures graphically depict the relationship between the 
EEI and various measures of business performance. All 
statistical relationships are positive, and in three of four cases 
they are significant. Only the EEI x ACSI correlation fails to 
meet the threshold of statistical significance. The graphs 
reveal an easily drawn finding: Clearly, those organizations in 
the top quartile of EEI scores outperform bottom quartile 
EEI organizations by substantial margins. While these results 
are correlational, and conclusions about causality cannot be 
asserted, they demonstrate that organizations investing in the 
organizational, leadership and managerial practices that 
produce high levels of employee engagement are the 
organizations that enjoy significantly higher levels of success 
as measured by the satisfaction of their customers, the 

These performance data pertain to the 2009 performance 
period, typically reported in early 2010. To select 
organizations to include in this research, agreement statistics 
(Rwg) were calculated for survey respondents within each 
organization (with at least five participating employees) 
represented in the WorkTrends report (reference appendix).  
If the Rwg demonstrated low agreement (values greater than 
1.0 and less than 0; James, Demaree, & Wolf, 1984), the 
organizations were excluded. The resultant sample represents 
all major industries, including retail, banking and financial 
services, manufacturing, hospitality, healthcare, and business 
services. To achieve time correspondence, EEI scores also 
were drawn from the same 2009 period. The results are 
displayed in Figures 5 – 8.

Figure 5: Employee engagement and customer satisfaction

Figure 7: Employee engagement and shareholder return

Figure 6: Employee engagement and diluted earnings per share

Figure 8: Employee engagement and return on assets
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earnings they deliver to shareholders (in both immediate and 
mid-term timeframes) and return on assets. No employee 
engagement linkage research study involving a sample of 
organizations this size has been previously published. 

Performance excellence
For the last decade, employee engagement has been “top of 
mind” among Human Resources professionals thinking about 
conducting employee opinion surveys. Our internal survey 
practitioners estimate 90 percent of our clients who conduct 
employee surveys refer to their surveys as employee 
engagement surveys (reference appendix). Even pre-dating the 
employee engagement survey wave, however, another wave of 
survey activity had begun in the 1980s that focused on linking 
employee opinions about their place of work with 
productivity, customer satisfaction and financial performance 
measures. This research started with the specific performance 
outcome researchers better wanted to understand (e.g., 
customer satisfaction); it then worked upstream to identify the 
elements of the working environment (as measured through 
an employee survey) most consistently associated with higher 
levels of that performance outcome. Multiple summaries of 
this research were produced (Wiley, 1996; Wiley & Brooks, 
2000; Wiley & Campbell, 2006).

The fundamental perspective of this research can be 
characterized as follows: Employees are, for the most part, 
extremely well informed, and when asked about topics 
pertaining to the operational effectiveness of the organization, 
will supply observations that, if acted upon, will identify a path 
forward for organizational improvement. The research 
conducted from this perspective produced the performance 
excellence construct. Depending upon the segment of the 
marketplace in which a particular organization operates, the 
construct might alternatively be labeled as “service 
excellence,” “customer centricity,” “climate for service” or 
even “performance enablement.” 

We define the construct as follows: “Performance excellence is 
the extent to which an organization is strongly committed to 
high levels of customer service and product quality and relies 
upon continuous improvement practices to achieve superior 
organizational results.” The definition makes obvious the fact 
that performance excellence is about product quality and 
customer service in the context of a continuous improvement 
work environment. 

The results provided in Figure 9 demonstrate that this 
definition and perspective aligns with published research.  
This table summarizes recently-published studies, which 
explore relationships between individual components of the 
performance excellence construct and various measures of 
organizational performance. From all of these studies, we  
can easily identify the components of the performance 
excellence index: customer orientation, quality emphasis, 
training and involvement. 

Major element References

Customer 
Orientation

Borucki & Burke, 1999; Chuang & Liao, 2010; 
Dietz, Pugh, & Wiley, 2004; Grizzle, Zablah, 
Brown, Mowen, & Lee, 2009; Hartnell, Ou, & 
Kinicki, 2011; Johnson, 1996; Liao & Chuang, 
2004; Pugh et al., 2002; Schneider, Ehrhart, 
Mayer, Saltz, & Niles-Jolly, 2005; Schneider, 
Macey, Lee, & Young, 2009; Susskind, Kacmar, & 
Borchgrevink, 2003

Quality 
Emphasis

Borucki & Burke, 1999; Liao & Chuang, 2004; 
Pugh et al., 2002; Ramayah, Samat, & Lo, 2011; 
Schneider, White, & Paul, 1998; Susskind et al., 
2003

Training Johnson, 1996; Liao & Chuang, 2004; DiMillia & 
Birdi, 2010; Pugh et al., 2002; Wang & Shieh, 2008

Involvement Butts, Vandenberg, DeJoy, Schaffer, & Wilson, 
2009; Liao & Chuang, 2004; O’Neill, Feldman, 
Vandenberg, DeJoy, & Wilson, 2011; Riordan, 
Vandenberg, & Richardson, 2005

Figure 9: Performance excellence elements linked to organizational 
performance

Accordingly, the individual items comprising the IBM 
Performance Excellence Index (PEI), also measured on a 
balanced five-point Likert agreement scale, are:

•	 Customer problems get corrected quickly (Customer 
Orientation)

•	 We regularly use customer feedback to improve our work 
processes (Customer Orientation)

•	 Senior management is committed to providing high quality 
products and services to external customers (Quality 
Emphasis)

•	 Were I work, we set clear performance standards for product/
service quality (Quality Emphasis)

•	 Where I work, employees are getting the training and 
development needed to keep up with customer demands 
(Training)
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Performance excellence industry 
comparison
Figure 11 provides a global comparison of six major industry 
groups, revealing significant differences in performance 
excellence by industry. The analysis suggests employees in the 
high-tech industry experience the strongest support for 
performance excellence, followed by those working in banking 
and financial services. Those working in government and 
healthcare services report the lowest PEI scores. 

This trend is explored in more depth in Figure 12, which 
provides PEI item level scores by industry. Within this 
(industry by item) matrix, those scores in the top quartile of 
scores are categorized and color-coded as high and those 
scores in the bottom quartile of scores are categorized and 
color-coded as low. The analysis shows employees in high-
tech manufacturing are uniformly more positive and produce 
the highest item level scores on all six items; employees in 
government are uniformly less positive and produce the 
lowest scores on all six items. The matrix also shows, with the 
exception of employees in the high-tech industry, the percent 
of employees who feel encouraged to participate in decisions 
affecting their work is relatively low, ranging only from 40 – 
51 percent. 

•	 In my company, employees are encouraged to participate in 
making decisions that affect their work (Involvement)

•	 The people I work with cooperate to get the job done 
(Teamwork)

Teamwork, referenced in the final item listed above, is not one 
of the primary components displayed in Figure 9. Even so, we 
believe there is sufficient research to support its inclusion in 
the index (Chuang & Liao, 2010; Mayer, Ehrhart, & 
Schneider, 2009; Pugh, Dietz, Wiley, & Brooks, 2002).

Typically, PEI is reported as percent favorable, that is, the 
average level of agreement across the seven items. PEI 
coefficient alpha, an internal consistency estimate of reliability, 
is quite high at .86 (WorkTrends Report, 2009 referenced in 
appendix). Global PEI and item level results are shown in 
Figure 10. The global PEI score is 60 percent, only slightly 
above the global EEI score of 58 percent. It is clear, 
employees evaluate various items within the index quite 
differently. By far, employees provide the most favorable 
ratings for items measuring senior management commitment 
to high quality products and services and the setting of clear 
performance standards for product and service quality. By 
contrast, employees provide the least favorable ratings for 
participative decision making and receiving the training 
needed to keep up with customer demands. Clearly, 
employees are making a distinction between the articulation 
of a “quality commitment” and the work-a-day realities of 
employee “training” and “involvement.”

Figure 10: Performance excellence item level results

Figure 11: Performance excellence index score by industry
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Figures 13 – 16 graphically depict the relationship between the 
PEI and various measures of business performance. All 
statistical relationships are as expected: positive and 
significant. Clearly, those organizations in the top quartile of 
PEI scores outperform bottom quartile PEI organizations by 
substantial margins. As noted before, while these results are 
correlational, and conclusions about causality cannot be 
asserted, they demonstrate that organizations with leadership 
practices that stress customer orientation, quality emphasis, 
employee training and employee involvement in decision 
making are the organizations that enjoy significantly higher 
levels of success as measured by the satisfaction of their 
customers, the earnings they deliver to shareholders (in both 
immediate and mid-term timeframes) and return on assets. 
Additionally, we conclude from comparing the size of the 
respective correlation coefficients that the PEI is a stronger 
correlate of customer satisfaction than the EEI, but the EEI 
and PEI are comparable in strength as correlates of the other 
performance measures. No performance excellence linkage 
research study involving a sample of organizations this size 
has previously been published.

Performance excellence and business 
performance
Having established that the PEI has high internal consistency 
reliability and shows significant differentiation by industry, 
two questions emerge: Does the index correlate significantly 
with business performance and, if so, how does the strength of 
that relationship compare to the strength of the relationship 
between the EEI and business performance? To answer these 
questions, we adopted the same research methodology used to 
validate the EEI as a predictor of business performance. To 
validate that the performance excellence construct 
significantly relates to measures of business success, we 
correlated PEI scores with:

•	 American Customer Satisfaction Index (ACSI) scores for 63 
companies

•	 Diluted Earnings per Share (DEPS) for 168 companies
•	 Return on Assets (ROA) for 203 companies
•	 Three-year Total Shareholder Return (TSR) for 187 

companies

Figure 12: Performance excellence strengths and opportunities

Government
Healthcare 
Services Mfg.
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Financial 
Services Retail

High-Tech 
Mfg.

Clear quality 
standards 58 63 70 70 69 72

Co-workers 
cooperate 61 61 64 65 61 68

Quality 
commitment 55 60 73 71 69 71

Cust. feedback 
used 46 54 64 63 62 69

Cust. problems 
corrected quickly 49 54 62 61 65 65

Receive needed 
training 52 52 54 61 55 62

Participative 
decision making 40 41 49 51 47 58

HIGH (Above 75th percentile
of item-level scores)

LOW (Below 25th percentile of 
item-level scores)

Figure 13: Performance excellence and customer satisfaction
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The high performance-engagement 
model
Employee engagement and performance excellence are two 
different constructs, but both are obviously amenable to 
measurement through a well-designed employee survey 
instrument. Employee engagement assesses employee 
commitment and willingness to apply discretionary effort;  
it derives from having trustworthy leaders who inspire 
confidence in the future, managers who recognize the 
contributions of employees and treat them respectfully, 
employees being well-matched to jobs they believe will 
provide further growth and development, and organizational 
values that demonstrate a genuine concern for employees. 
Performance excellence provides an insider’s view of the 
effectiveness of the organization, particularly in creating 
satisfied and loyal customers; it derives from a strong 
customer orientation, an emphasis on product and service 
quality, and trained employees who are prepared to do what  
is expected of them and are actively involved in decision-
making. 

The High Performance-Engagement Model is presented in 
Figure 17. The model asserts that when leaders support both 
performance excellence and employee engagement, 
organizational performance is at its highest. The model 
integrates research (see Figures 4 and 9) that outlines the 
leadership requirements to build both a high performance 
organization and an engaged workforce. The model situates 
the employee engagement and performance excellence 
constructs as complementary; that is, they serve to fill out, 
complete or mutually satisfy what each lacks. The model 
clearly suggests the effects of performance excellence and 
employee engagement are additive and combine 
synergistically to unleash workforce energy and further drive 
overall business performance.

Molded together, performance excellence and employee 
engagement reflect a two-dimensional model of organization 
effectiveness reminiscent of earlier two-dimensional models of 
leadership and managerial effectiveness (Fleishman, 1953; 
Halpin & Winer, 1957; Katz & Kahn, 1952; Likert, 1961; 
Likert, 1967; Stogdill, Goode, & Day, 1962). These earlier 
models differentiate between task orientation and person 
orientation (Michigan studies) and initiating structure and 
consideration (Ohio State studies).1 The same is true with the 

Figure 14: Performance excellence and diluted earnings per share

Figure 15: Performance excellence and shareholder return

Figure 16: Performance excellence and return on assets
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Business Metric

Impact on Business Metric for a .25 increase for:

PEI1 EEI2 PEI + EEI

ACSI 2.04 pts / 74% 0.72 pts / 26% 2.76 pts / 100%

DEPS $0.71 / 68% $0.34 / 32% $1.05 / 100%

3-YEAR TSR 1.63% / 58% 1.19% / 42% 2.82% / 100%

ROA .64% / 54% .54% / 46% 1.18% / 100%

Average % of Impact 64% 36% 100%

1 2010 Global PEI average score across 21 countries = 3.57; a .25 increase = 3.82
2 2010 Global EEI average score across 21 countries = 3.47; a .25 increase = 3.72

Figure 18: PEI and EEI improvements and business performance

The conclusions are obvious and should be interpreted as the 
following: for the companies studied, the impact of improving 
both their PEI and the EEI scores by .25 corresponds to: 1)  
a 2.76–point improvement in their American Customer 
Satisfaction Index score; 2) an increase of $1.05 in diluted 
earnings per share; 3) a 2.82 percentage-point improvement 
in three-year total shareholder return; and 4) a 1.18 
percentage-point improvement in Return on Assets.   

High Performance-Engagement Model. One construct is 
performance-centric while the other is employee-centric. One 
construct positions the employee as an ally in diagnosing the 
organization’s value chain; the other construct positions the 
employee as a system participant whose commitment and 
willingness to display discretionary effort are affected by 
leadership and managerial behaviors and organizational values 
and policies. Both show substantial relationships to outcomes 
that are of tremendous importance to a firm’s executives and 
financial stakeholders. Together, in the balanced scorecard 
framework, they provide very potent leading indicators of 
organizational success (Wang, Tsui, & Xin, 2011).

Is the high performance-engagement 
model a valid model of organization 
effectiveness? 
To validate the model, we use the same database as described 
above and subject the model’s main hypothesis (namely, that 
the combination of the PEI and the EEI better predict 
business performance than either index alone) to a new 
analysis. This analysis quantifies the impact of three 
conditions: improving the PEI score by a margin of .25 (on a 
five-point Likert rating scale), improving the EEI by the same 
margin and, finally, improving both indexes concomitantly by 
a margin of .25. The results are presented in Figure 18.  

Practices Supporting:
• Customer Orientation
• Quality Emphasis
• Training
• Involvement

Performance Excellence 
Index

High Performance Organization
 Loyal customers likely to 
recommend / re-purchase

Engaged Workforce
 Employees willing to apply  

discretionary effort

Behaviors Reinforcing:
• Confidence and Trust
• Recognition and Respect
• Growth and Development
• Work and Balance

Employee Engagement 
Index

Complementary Goals Leadership Requirements Key Indicators Organizational Impact

Team Performance

Service Quality

Customer Satisfaction and 
Loyalty

Business Growth

Market Share

Profit

Total Shareholder Return

Measurable by Employee Survey System
Measurable by Performance 

Systems

Figure 17: The high performance-engagement model
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The results support the main hypotheses of the model, 
namely, that both the PEI and EEI are related to 
organizational performance, but the combination of the two 
more fully explains performance than either measure alone. 
Among stores with highest scores on both the PEI and the 
EEI, net income improved by 14 percent over the previous 
quarter. More dramatically, among stores with the lowest 
scores on both the PEI and EEI, net income declined by 49 
percent. In actual value, this equates to a difference in 
performance between top and bottom PEI + EEI stores of 
more than US $800k in quarterly net income. As clearly seen, 
this gap is notably wider than the gaps between top- and 
bottom-scoring PEI stores and top- and bottom-scoring EEI 
stores. The implication is simple: store managers can improve 
their stores by focusing on improving either PEI or EEI 
scores, but they can improve their stores even more by 
focusing on improving both.

In part, because of the successful pilot test and initial 
validation of the model, the survey instrument was 
implemented across the entire chain of similarly-branded 
supermarkets. This allowed for a testing of the model against 
another performance outcome: reduced shrinkage. Shrinkage 
in the retail industry context refers to inventory damages, 
theft and loss, and thus is an extremely important measure of 
store productivity. Figure 20 shows six-month shrinkage for 
stores simultaneously high on both the PEI and EEI, 
compared with stores simultaneously low on both indexes. 

Independent of the business performance outcome under 
consideration, it is clear performance excellence accounts for 
more of the “variance” in business performance than does 
employee engagement. This is especially true with regard to 
customer satisfaction. Even so, these results inform us that 
leaders and managers should work to improve both indexes in 
tandem as a path to stronger business performance. In fact, 
organizations focusing solely on either of these individual 
constructs alone run the risk of sub-optimizing; failing to 
grasp opportunities for positive impacts on their effectiveness, 
both in serving their customers and in delivering exceptional 
financial results to their financial stakeholders.   

A client example
Companies looking to use employee survey results to drive 
organizational performance have begun adopting the High 
Performance-Engagement Model as the basis of their 
employee survey instrument.   This allows for real-life testing 
of the model. One of the early-adopters is a privately-held 
supermarket chain headquartered in the United States, 
operating more than 300 stores and listed as one of the 
nation’s top 25 retailers.   

Once the pilot test of the new survey instrument for this 
client had been completed, PEI and EEI scores were 
correlated to measures of same-store income growth as a way 
of testing the model’s assertions.   The results are presented in 
Figure 19.

Figure 19: Performance excellence index + employee engagement index 
and store net income
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population in terms of industry mix, job type, gender, age and 
other key organizational and demographic variables. In most 
countries, survey takers must be adults who work full-time for 
an organization of 100 employees or more; this threshold 
drops to 25 employees or more in countries with smaller 
economies or hard-to-reach populations. The survey has over 
200 items that cover a wide range of workplace issues, 
including senior leader and direct manager effectiveness, 
recognition, growth and development, employee engagement, 
customer orientation, quality emphasis, innovation, corporate 
social responsibility, workplace safety, work stress and 
performance confidence. In 2012, over 33,000 employees were 
surveyed, representing 28 countries.   

Simplified version of the high 
performance-engagement model
Figure 21 displays a simplified version of the High 
Performance-Engagement Model. This version stays true to 
the tenets of the original model by asserting that 
organizational leadership is not only responsible for designing 
an effective organization prepared to deliver exceptional 
performance, but is also responsible for creating an engaged 
workforce through displaying and modeling practices and 
behaviors known to produce higher levels of employee 
engagement. As per the original, this simplified version also 
asserts an interactive effect between performance excellence 
and employee engagement. In other words, when 
organizations are high on both constructs, this unleashes a 
synergistic effect that generates higher levels of organizational 
performance than could be achieved by attending to or 
improving on either construct in isolation.   

Once again, the results are both highly revealing and strongly 
confirmatory of the model. While shrinkage occurs in both 
types of stores, shrinkage is much higher (a more negative 
outcome) in stores that are low on both the PEI and the EEI. 
In low-scoring stores, inventory shrinkage was 1.28 percent, 
which equates to monetary value of US $6.9m. On the other 
hand, in stores high on both the PEI and the EEI, inventory 
shrinkage was much lower (a positive outcome). The 
comparable statistics for these stores are 0.97 percent 
inventory shrinkage equating to monetary value of US $4.3m. 
Said differently, if the low-scoring stores could improve their 
index scores to the level of the high-scoring stores, the 
projected savings would equal US $2.6m.

Summary
The High Performance-Engagement Model summarizes and 
integrates previously published research on the constructs of 
employee engagement and performance excellence, and posits 
that, as independent constructs, both are positively and 
significantly related to business performance. The research 
summarized in this article fundamentally supports the 
assertions of the model with only one exception: the 
relationship of the EEI to customer satisfaction, while 
relatively high in value, was not found to be statistically 
significant. All other EEI and PEI relationships, across the 
array of business performance measures, were statistically 
significant. The model also asserts that the combination of the 
performance excellence and employee engagement constructs 
provides a deeper explanation of all business performance 
metrics than either construct alone. The research summarized 
in this paper completely supports this assertion. 

The goal of developing the High Performance-Engagement 
Model was two-fold: first, to update and codify the science 
and logic undergirding the use of employee surveys as 
predictors of business performance, and, second, to provide 
practitioners and executive sponsors of employee survey 
programs with a fuller understanding of how to use survey 
research technology as a tool for building stronger 
organizations capable of performing at higher levels. By 
measuring and targeting improvements for both performance 
excellence and employee engagement, organizations can have 
a positive effect on customer satisfaction and loyalty and 
bottom-line financial results.

Appendix  
About WorkTrends™

Kenexa WorkTrends Survey, 2012. In its current form, 
WorkTrends is a multi-topic survey completed online by a 
sample of employees representative of a country’s working 
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Figure 21:	The	High	Performance-Engagement	Model	(simplified	version)
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