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Learning Objectives

At the end of this module, you will be able to:
— List what employee engagement is and why it matters to your business.
— Use best practices for engaging employees.
— Identify new ideas from an award-winning small-business owner.
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About FDIC Small Business
Resource Effort

The Federal Deposit Insurance Corporation (“FDIC”) recognizes the
important contributions made by small, veteran, and minority and
women-owned businesses to our economy. For that reason, we strive to
provide small businesses with opportunities to contract with the FDIC. In
furtherance of this goal, the FDIC has initiated the FDIC Small Business
Resource Effort to assist the small vendors that provide products, services,
and solutions to the FDIC.

The objective of the Small Business Resource Effort is to provide
information and the tools small vendors need to become better
positioned to compete for contracts and subcontracts at the FDIC. To
achieve this objective, the Small Business Resource Effort references
outside resources critical for qualified vendors, leverages technology to
provide education according to perceived needs, and offers connectivity
through resourcing, accessibility, counseling, coaching, and guidance
where applicable.

This product was developed by the FDIC Office of Minority and Women
Inclusion (OMWI). OMWI has responsibility for oversight of the Small
Business Resource Effort.
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Executive Summary

Employee engagement is a critical factor in running a successful business.

Employee engagement has dropped significantly in the past several years
due to the economic downturn, resulting layoffs, and other cost-cutting
measures.

Increasing your level of employee engagement will ensure the long-term
success of your business.
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What Is Employee
Engagement?

Employee engagement can be defined as “the extent to which employees
enjoy and believe in what they do, feel valued for it and are willing to
spend their discretionary effort to make the organization successful.” (HCI
2009)

Elements of employee engagement include:
— Individual value: doing interesting work, learning, and growing.

— Focused work: clear direction, efficient work processes, defined performance
standards.

— Interpersonal support: high levels of trust, cooperation,
and support.

Employee engagement levels are measured in various ways—from very
informal “asking around” to formal employee surveys; no matter how it is
measured, the results are quite compelling.

FDIC OMWI Education Module: Engaging Employees 5



Why is Employee Engagement
Important?

Numerous studies show a strong correlation between levels of employee
engagement and several business performance indicators including:

— Profitability

— Earnings per share (EPS)
— Operating income

— Net income

— Profit margins

— Customer satisfaction
— Sales
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Why is Employee Engagement
Important?

Consider these statistics from getfeedback.net:

—1In 2006, Gallup examined 23,910 business units and compared top quartile
and bottom quartile financial performance with engagement scores. They
found that businesses with engagement scores in the top quartile averaged

12% higher customer advocacy, 18% higher productivity, and 12% higher
profitability.

— A second Gallup study in 2006 of earnings per share growth of 89
organizations found the EPS growth rate of organizations with engagement
scores in the top quartile was 2.6 times higher than organizations with
below-average engagement scores.

— The Corporate Leadership Council reported that engaged organizations
grew profits as much as 3 times faster than their competitors.

— Hewitt reported that businesses with more than 10% profit growth, had

39% more engaged employees, and 45% fewer disengaged employees than
businesses with less than 10% growth.
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Why is Employee Engagement
Important?

Studies have also shown a high correlation between levels of employee
engagement and important employee statistics, such as productivity,
turnover, absences, accidents, and sick days.

—  More statistics from getfeedback.net:

. Gallup found that engagement levels can be predictors of sickness absence, with
more highly engaged employees taking an average of 2.7 days per year,
compared with disengaged employees taking an average of 6.2 days per year.

. Engaged employees are 87% less likely to leave the organization than the
disengaged employees.

. The cost of high turnover among disengaged employees is significant; some
estimates put the cost of replacing each employee at equal to annual salary.

— These findings emphasize what good leaders already instinctively know:
Increasing the level of employee engagement in your business is good for
business.
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How to Measure Employee
Engagement

Numerous surveys and tests measure employee engagement levels. Most
high quality surveys are geared and priced for larger businesses.

Listening to employee feedback, acting on your findings, and continually
improving is more important than a fancy survey.

One of the most simple yet impactful surveys for measuring engagement
levels is the Gallup Q12 Index which includes 12 questions that have been
used by thousands of workgroups internationally to understand and
increase levels of engagement. You can contact Gallup to use the Q12
Index.

The ideas on the following pages 13—14 demonstrate how a business
owner keeps his employee engagement high without a formal survey. His
supervisors informally collect data every quarter to provide the
management team a sense of employee engagement levels.

Important Note! Do not ask for feedback or issue a survey if you are not
committed to using the responses to make positive changes. It can do
more harm than good and potentially disengage employees.
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Best Practices for Engaging
Employees

= The relationship between the direct supervisor and the employee is the
point of most leverage.

= Supervisors can:

Earn trust by being open and vulnerable (admit mistakes, listen to feedback,
encourage cross-organizational conversations, etc.)

Have regular conversations with employees (what’s going well? what’s not?
what can | do to help you be your best?)

Learn employees’ passions and strengths and figure out how to let employees
use them in their job (this may take creativity and expansion of job
descriptions).

Look for developmental opportunities to give employees and support them in
their growth

Show appreciation in meaningful ways (ask employees to find out what is
meaningful to them).

FDIC OMWI Education Module: Engaging Employees 10



Best Practices for Engaging
Employees

" You can adjust the culture of the company to more fully engage
employees.

= Business owners can:

Demonstrate the same behaviors recommended for supervisors with your
direct reports. A clear example will inspire your supervisors to emulate you.

Rally your employees around a meaningful purpose. Everyone wants to know
what the real goal is and whether the goal is being accomplished.

Communicate your current reality in simple terms. For instance, explain the
details of your profits, sales, customer service levels, and ask your employees
for help in making improvements.

Show appreciation and create company-wide gestures of thanks. These can be
low-cost or no-cost things, such as time off, brown bag meetings with the
owner, vendor supplied education sessions, etc.

Develop your staff throughout the year. Decide what you want to do and put
these events on your calendar at the beginning of the year. Treat these time
commitments as if they were meetings with your most important clients.
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If Times Are Tough and You
Must Let Employees GO siide 1052

Communication is critical for all employees. Explain measures you have

taken to avoid letting people go, and why you now have no other choice.
= For the impacted employees:

— Give as much advance warning as possible.

— Follow these acts of goodwill that cost you very little:

Allow for at least 2 week’s notice.

Explain the company’s financials and express your sincere regrets.
Offer job leads and advice, and offer letters of recommendation.

Use them on a contractual basis (if you can), and let them know that they will be
welcomed back if things get better.
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If Times Are Tough and You
Must Let Employees GO siide 2052

= For the employees who remain:

Understand that they are stressed about what has happened, and they have
worries of their own.

Be aware that, more than likely, you are asking them to work harder for no
rewards.

Now more than ever, they need to see and hear from you on how things are
going at a macro level and how it may impact them.

Go out of your way to show appreciation for their efforts.
Look for ways to improve their life/work balance.
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Ideas From an Award-winning
Small Business Owner (side 152

Example: The CEO of a small box company (185 employees). Company was

recognized as the Best Company to Work for by a global employee benefit
consulting firm and a business information Magazine

= Leadership practices at the small box company:

Once every 2 years, the CEO teaches finance basics to everyone in the
company, relating it to their personal finances.

New business positions are posted internally first to give existing employees
chances to grow and move up.

The CEO created the BOX incentive (Big Outrageous eXtravaganza). If the
business meets a stretch profit goal, every employee gets to go on an “all
inclusive long weekend” business paid trip; recent examples include Las Vegas
and Puerto Rico.

Once every six months, the CEO meets with small groups of employees to talk
about what’s happening and to ask for feedback.
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Ideas From an Award-winning
Small Business Owner (side 2 of 2)

=  More of the small box company CEQ's practices:

Interested employees are invited to strategy sessions. The business holds 5
sessions led by 5 different people, organized by type of strategy, including
increasing sales, decreasing costs, improving customer service.
Supervisors ask 4 questions of employees every quarter:

e How are we doing?

* How are you doing personally?

 What can we do to help you?

* How am | doing as your supervisor?
Supervisors ask employees annually to develop 5-10 personal goals (business
related or other).

The CEO creates outlets for employees to play together, including building
room for a gym, basketball courts, and a sandpit for beach volleyball.

The business encourages healthy habits. Employees get points for exercising
which can be turned in for prizes. The business provides fresh fruit daily.
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Additional Employee
Engagement Resources

Bassi, McMurrer, Harvard Business Review, Maximizing Your Return on
People

Buckingham and Coffman, First, Break All the Rules

Lundin, Paul, and Christensen, FISH! A Remarkable Way to Boost Morale
and Improve Results

OMWI education module, Building Your Leadership Skills
Terez, 22 Keys to Creating a Meaningful Workplace
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Key Takeaways from This
Module

Employee engagement is critical to the success of your business.

Bringing out the best in each employee and appreciating employee efforts
will help keep employees engaged.

Find out what your employees want most from you, and be creative in
giving employees what they need.
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Sources and Citations

DDIworld.com: Measuring Employee Engagement
Entrepreneur.com: Wanted: Fully Engaged Employees

Ginny Schlosser, ProSidian Consulting, LLC: Improving Employee
Engagement at Your Business

Getfeedback.net: How to Sell an Engagement Survey to Senior
Management

Highbeam.com: Rules of Engagement
Highbeam.com: Packing the Perfect HR Punch
Human Capital Institute: Human Capital Strategist Curriculum
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