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THE POSITIVE EFFECTS OF
EMPLOYEE ENGAGEMENT
Employee Engagement has today become a top priority across most organizations. CEOs and

senior execs see the value that Employee Engagement can bring in the form of increased

retention, productivity and innovation. However, since many of these can be intangible,

quantifying the benefits of Employee Engagement to the organization can present a challenge.

More importantly, the question of how to clearly lay out the hard dollar values associated with

improved Employee Engagement is something that many struggle with. This template provides

you a framework that you can use to model the dollar value of Employee Engagement from the

lens of a business case.  

EMPLOYEE ENGAGEMENT ROI
DIMENSIONS
While the positive effects of an engaged workforce manifest itself in multiple areas of corporate

performance, we will focus on the below few and show how improvements in each of these

areas can be modeled to put together to form a business case.

The key aspects we will focus on in this document are:

PRODUCTIVITY GAIN

HIRING

RETENTION

CUSTOMER SAT

ABSENTEEISM 



PRODUCTIVITY GAIN
Productivity from an employee perspective is the workforce efficiency of an employee or a

group of employees. This is one of the areas that Employee Engagement has a very powerful

effect on. While engaged employees tend to be happier, more connected to the company and

aligned with the mission of the company, this effect is magnified within a team. Companies

today are just a collection of teams of various sizes and how they work together has a profound

effect on the output they are able to deliver. This is where engagement plays a key role. When

you have a team of engaged employees, they will tend to work extremely well together further

magnifying the value of their output. When modelling the productivity gain that can come out

of Employee Engagement, the best way is to approximate a percent value increase that could

come out of an engaged workforce. As the below calculation will show, even a small percent

improvement can result in a very large benefit for the company.

PRODUCTIVITY

NUMBER OF
EMPLOYEES

250EXAMPLE
NUMBERS

YOUR
NUMBERS

X AVERAGE FULLY
LOADED SALARY X PRODUCTIVITY

GAIN % = PRODUCTIVITY
GAIN

$75,000 5% $937,500



HIRING
Hiring is obviously one of the biggest challenges that every organization faces. Companies

spend large sums of money on tools and people to ensure that they are able to hire at the

needed pace and the needed quality level. But, a big source of high quality candidates that

companies don’t spend enough effort and resources on is referrals. Referrals are a great source of

talent just based on that fact that your employee is more likely to refer high quality candidates

since they wouldn’t want the quality of the candidate to reflect what their colleagues think of

them. And a big driver of referrals is how engaged your employee feels. If your employee is not

feeling engaged, similar to the referral effect, your employee will not want their friends to apply to

your company since they would not want the engagement level at the company to reflect on

what their friends think of them. The below formula will help you model the higher number of

referrals that you are able to get through higher levels of employee engagement.

HIRING

NUMBER OF
HIRES/YEAR = COST

SAVINGS

EXAMPLE
NUMBERS

COST PER
HIRE

% HIRES THRU
REFERRALSX X

20 $20,000 10% $40,000

YOUR
NUMBERS



RETENTION
Retention is another big aspect that is improved by higher levels of Employee Engagement.

Employees that are highly engaged are less likely to leave organizations and this can be a big

cost savings to the company. Cost savings that come through increased retention are multi

layered. The most immediate is the reduced cost of hiring a new employee. This is the

calculation that we have modeled below. But, over and above reduced hiring, retention has

other big sources of savings in the form of reduced work disruption, reduced team disruption,

reduced onboarding time lost etc. All of these can also be factored in when thinking about the

savings that come out of higher rates of retention. 

RETENTION

NUMBER OF
HIRES/YEAR = COST

SAVINGS
COST PER
HIRE % IMPROVEMENTX X

EXAMPLE
NUMBERS 20 $20,000 5% $20,000

YOUR
NUMBERS



CUSTOMER SATISFACTION
Higher levels of Employee Engagement also result in higher levels of customer satisfaction. This

is a direct correlation of how satisfied and engaged an employee feels and how that results in

him or her going the extra mile for your customers. This over time will translate into higher levels

of customer satisfaction which in turn results in lower levels of customer churn or loss rate and

this can be easily modeled using the below formula.

CUSTOMER SATISFACTION

% IMPROVEMENT

EXAMPLE
NUMBERS 100 10% $10,000 $50,000

YOUR
NUMBERS

NUMBER OF
CUSTOMERS = COST

SAVINGS
CUSTOMER
CHURN RATE

AVERAGE LTVX X X

5%



ABSENTEEISM
Higher levels of Employee Engagement also result in reduced absenteeism among employees.

The below calculation will help you model the cost savings that your company can hope to see

through reduced absenteeism.

ABSENTEEISM

EXAMPLE
NUMBERS 250 $75,000 240 $390,6255

REDUCED
ABSENTEEISM

DAYS
NUMBER OF
EMPLOYEES

ABSENTEEISM
SAVINGS

AVERAGE FULLY
LOADED SALARY

WORKDAYS
PER YEAR =X X X

YOUR
NUMBERS



CONCLUSION
AS YOU CAN SEE, THE VALUE THAT YOUR
ORGANIZATION CAN REAP THROUGH HIGHER
LEVELS OF EMPLOYEE ENGAGEMENT CAN BE
SIGNIFICANT. BUT, IT IS IMPORTANT THAT
YOU USE NUMBERS THAT REFLECT YOUR
COMPANY’S REALITY WHEN BUILDING THIS
BUSINESS CASE. WE HOPE YOU HAVE FOUND
THIS FRAMEWORK HELPFUL AND WELCOME
ANY SUGGESTIONS OR IDEAS ON HOW YOU
THINK THIS CAN BE IMPROVED. YOU CAN
REACH US AT FEEDBACK@GETHYPHEN.COM.


