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Abstract

Does higher employee wellbeing lead to higher productivity, and, ultimately, to tangible bene-
fits to the bottom line of businesses? We survey the evidence and study this question in ameta-
analysis of 339 independent research studies, including the wellbeing of 1,882,131 employees
and the performance of 82,248 business units, originating from 230 independent organisations
across 49 industries in the Gallup client database. We find a significant, strong positive corre-
|ation between employees' satisfaction with their company and employee productivity and cus-
tomer loyalty, and a strong negative correlation with staff turnover. Ultimately, higher wellbe-

ing at work is positively correlated with more business-unit level profitability.



1. Introduction

The wellbeing of employeesisagood in itself. But an important question frequently arises as
to whether there are any objective benefits to making the subjective wellbeing of workers a
priority. Clearly, implementing policies that promote worker wellbeing can be resource-inten-
sive. And in times of limited budgets and competing priorities, the issue often boils down to the
guestion: isit worth it? Ultimately, businesses and policy-makers alike want to know: are there
any objectivereturnsto — or, more generally, isthere acompelling business case for — spending

scarce resources to ensure and enhance wellbeing in the workplace?

It ison this key question that this paper is focused. We attempt to shed light on theissue in
different ways: first, we review the most recent and robust empirical evidence from the aca-
demic literature on the links between wellbeing and performance. Second, as the main contri-
bution of this paper, we conducted a meta-analysis of research studies done by the Gallup Or-
ganization for their clients investigating the nexus between employee satisfaction and various
firm performance outcomes. Taken together, the evidence very much suggests the answer to
the overarching question is"yes"' — there is a strong business case for promoting the wellbeing

of workers.?

The data accumulated by Gallup in their client work over the past few decades yields arich
seam of data on employee wellbeing and firm performance. In total, we study 339 independent
research studies that have been accumulated by Gallup, including the wellbeing of 1,882,131
employees and the performance of 82,248 business units, originating from 230 independent
organisations across 49 industries in 73 countries. We tabulate the correlations between em-
ployee wellbeing and various firm performance outcomes at the business-unit level, and then
apply meta-analytic methods to obtain average correlations across studies, adjusted for differ-
ences in sample size, measurement error, and other statistical idiosyncrasies between the 339

original research studies.

2Wefocus, in particular, on the direct returns to workplace wellbeing in terms of employee productivity
and aggregate firm performance — arguably the most relevant outcomes for business. There are, of
course, many other positive returnsto workplace wellbeing such as better health and longevity (De Neve
et d., 2013; Graham, 2017) or improved job finding and future (non-pecuniary) job prospects (Akerlof
et a., 1988; Krause, 2013; Gielen and van Ours, 2014; see Walsh et a. 2018 for areview), which indi-
rectly contribute to more efficient labour markets and a more productive workforce. The returns pre-
sented here can thus be seen as lower bounds to investments into workplace wellbeing.
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Of course, correlation does not imply causation. The breadth and depth of the Gallup data
provide us with unique insights into the relationship between employee wellbeing and firm
performance. But we also seek to enrich this evidence with supporting, complementary empir-
ical evidence from the academic literature. In doing so, we focus on the "causal-design” litera-
ture, and in particular, identify studies using laboratory or field experiments as well as those
exploiting 'natural’ experiments occurring in the real business world. Our aim is to bring to-
gether the most recent and robust studiesthat credibly certify (or at least strongly suggest) cau-
sality of the effect of happiness on productivity, while paying attention at the specific mecha-
nisms through which happiness may affect productivity.

This paper is structured as follows. In Section 2, we review the theoretical aswell as empir-
ical literature on the rel ationship between employee wellbeing and productivity at the individual
level. We ask the question: do happier workers work better? Then, in Section 3, we move on to
the firm-level, and attempt to assess the relationship between aggregate-level wellbeing and
firm performance. Here, the key question is: do theinsights at the individual-level trandateinto
tangible benefits on the bottom line of business? We first leverage the Gallup client data to
provide a correlational meta-anaysis, and then supplement that evidence with more causal re-
search designs from the academic literature. Finally, in Section 4, we conclude by providing an
outlook on likely future developments in the area, by identifying key gaps to date, as well as

fascinating research opportunities in the future.

2. Individual-L evel Wellbeing and Productivity

21 Theoretical Background

Before assessing the evidence on the relationship between employee wellbeing and productiv-

ity, it is useful to first take one step back and reflect on why we might expect employee well-
being to affect productivity in the first place.



Several different theories have been studied in the literature.® Perhaps the most long-running
and widely-known is Human Relations Theory. Going back nearly a century, the human rela-
tions movement has hypothesi sed that higher employee wellbeing —typically measured in terms
of job satisfaction (a cognitive, evaluative judgement) — is associated with higher morale,
which, in turn, leads to higher productivity (see Strauss (1968), for example). This framework
isin line with research showing that positive attitudes towards a particular life domain carry
with them positive behavioura implications (Fishbein and Ajzen, 1975). Following this rea-
soning, higher job satisfaction, with presumably more favourable attitudes towards work and
the workplace, should be associated with less absenteeism or staff turnover, among other im-

portant outcomes.*

More recently, there has been a more "emotional turn” to the research. Emotion Theory pos-
tulates that employees emotional states can affect and drive their performance (see Staw et al.
(1994), for example).® There are severa different channels through which this may take place.
First, positive affect — or "mood" — may itself lead to heightened motivation, and hence better
job outcomes and organisationa citizenship (Isen and Baron, 1991). A further channd is
through positive, stimulating arousal, either directly (Russell, 2003) or indirectly via changes
in attitudes or behaviour (Baumeister et al., 2007).°

A related stream of work stresses the positive effect of emotions on creativity, arguing that
positive affect leads to what psychologists call cognitive variation (Clore et al., 1994). Here,
three mechanisms are proposed in the psychological literature: first, positive affect increases
the number of cognitive elements available for association. Second, it increases — through de-
focused attention — the breadth of these el ements. Finally, it increases cognitive flexibility, and
hence the probability that cognitive elements become associated with each other (Isen, 1999) —

for example, helping people make connections between ideas for a new project. In other words,

3 See Judge et a. (2001) for areview of theories on the wellbeing-productivity nexus and Tenney et al.
(2016) for areview of the literature more generally.

4 Conversely, expectancy-based theories of motivation postulate that employee productivity follows
from the (expectation of) rewards (which may include higher wellbeing) generated by eliciting effort
(Lawler and Porter, 1967, Schwab and Cummings, 1970). Although there is no consensus about the
direction of causality, empirical evidence is mounting that causality runs from employee wellbeing to
productivity rather than the other way around.

5> See Lerner et al. (2015) for a more detailed overview of the effects of emotions on decision-making.

8 There is also a growing body of literature documenting the importance of emotions for risk attitudes
and patience (see Meier (2018), for example), through changing the risk or temporal appraisal of situa-
tions (Lerner and Keltner, 2000, 2001), which constitutes another, indirect attitudinal channel.
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positive affect increases the number and diversity of our thoughts, helps us muse about them
more intensively, and in doing so, helps us build relationships between thoughts that have pre-
viously been disconnected from each other —aperpetual, creative process bearing new thoughts

and ideas.

2.2 Empirical Evidence

The nature, form, and temporal dynamics of the relationship between positive affect and crea-
tivity at work was studied by Amabile et al. (2005). The authors empl oyed experience sampling
methods to collect — for several months — daily and monthly reports of affect and creativity
from 222 employees in seven companies and three industries (chemicals, high-tech, and con-
sumer products) working on 26 organisational projects that called for creativity. Using 11,471
daily reports of employees and peer ratings, and controlling for education level and company
tenure, amongst other factors, the authors found that positive affect has a positive relationship
with creativity, defined as production of novel and useful ideas and measured by asking peers

to assess the creativity of employees work.’

Isthisjust a case of 'reverse causality'? Amabile et a. (2005) showed that positive affect is
an antecedent of creativity with an incubation period of up to two days. Perhaps even more
convincingly, the causal effect of affective states on creativity has been shown in the laboratory.
Isen et a. (1987), for example, induced positive affect in participants — by showing them afew
minutes of acomedy film or by giving them asmall bag of candy — and then administered tasks
generally regarded as requiring creative ingenuity. They found that participants in the experi-
mental condition (i.e. those with more positive affect) performed better in creative tasks than
participants in the control condition.® Interestingly, negative affect did not produce comparable

improvements in creative performance.

" Affect measures included peer ratings covering items on happiness, team satisfaction, enjoyment of
work, personal frustration, and frustration with the team.

8 In complementary, qualitative anayses, the authors show that positive affect is both a consequence of
creative thought events and a by-product of the creative thought processitself.

% The control conditions watched a documentary film about math as a placebo or did not receive candy.
Creativity tasks included the candle game, which requires participants to affix a candle to a corkboard
in such away that wax does not drip on the floor using various tools, and a Remote Association Test,
which requires participants to think of words related to three other words presented to them.
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Besides creativity, how do emotions relate to productivity more generally? Oswald et al.
(2015) conducted a series of lab experiments that randomly allocated students into either an
experimental condition in which they received a happiness-enhancing treatment (like watching
a ten-minute comedy clip or receiving free chocolate, fruits, and non-alcoholic drinks) or a
control condition (in which they watched a calm placebo clip or received nothing at all). The
participants then performed areal effort task for which they were paid a piece-rate. Increases
in happiness were strongly associated with increases in productivity of up to 12% on the task
(they were asked to correctly sum up numbers for ten minutes). Thisis alarge effect that can —
due to the randomised experimental nature of the study — be interpreted as causal. Importantly,
the authors showed that the happiness-productivity relationship goes beyond the artificial lab
setting, by exploiting randomly occurring real-life shocks to wellbeing (bereavement or family
illness): students who reported such shocks performed systematically worse on the task than

their peers who did not.

Another piece of real-life evidence comes from De Neve and Oswald (2012). Using dataon
more than 10,000 young adults in the US, and comparing siblings from the same family while
also controlling for a wide range of observables including education, intelligence, physical
health, and self-esteem, the authors found that individual swho reported higher levels of positive
affect and life satisfaction at ages 16, 18, and 22 have significantly higher levels of earnings
later in life.'® Important pathways were a higher probability of obtaining a college degree, get-
ting hired and promoted, and higher levels of non-cognitive skills (more optimism and extra-

version, less neuroticism).t

Interestingly, asignificant stream of research on individual wellbeing and workplace perfor-
mance has focused on call centres. This is perhaps unsurprising, given that many tasks in this
setting can be easily quantified at high-frequency intervals, for example, the number of calls or
sales per hour or day. Thisis not true of many other professions, where researchers are forced
to instead study outcomes like quarterly or annual manageria reviews (which are more prob-

lematic to interpret).

10 More specifically, aone-point difference in life satisfaction — measured by a standard five-point scale
asking respondents "How satisfied are you with your life as awhole?' — at age 22 was associated with
adifference in earnings of about USD 4,000 at age 29, relative to the family mean.

11 See also Clark et d. (2018) for a more comprehensive account of the predictive effects of wellbeing
in early life on later-life outcomes.



Rothbard and Wilk (2011) studied affect and productivity of call centre agents in two call
centres of alarge insurance company. The authors were particularly interested in how start-of -
workday mood affects how call centre agents see interactions with customers, how they feel
subsequent to them, and how these feelings affect their (objective) work productivity and qual-
ity of work. Employing experience sampling methods, the authors recorded affect — covering
positive mood such as being excited, enthusiastic, upset, or irritable — daily over a period of
three weeks, at the start of the workday and subsequent to calls. The authors showed that start-
of-workday mood, or mood before calls more generally, did indeed affect the productivity of
call centre agents: positive affect subsequent to calls related to better quality of work, whereas
negative affect was positively associated with quantity — that is, more callsin total .12

Covidlo et a. (2017), using a smple daily questionnaire, tracked the mood of more than
2,700 call centre agents|ocated in nine different call centresfor over ayear.'® The authors found
that better mood decreases the number of calls per hour, or average call duration in minutes.
Thisfinding held even after controlling for individual fixed effects (including, for example, the
innate ability of call centre agents) aswell asleveraging variation in local weather patterns that
may affect mood. A potential mechanism they discussisthat better mood may lead to a height-
ened vulnerability to socia distractions, i.e. call centre agents in better mood may talk more
with each other than clients on the phone (Cunningham, 1988; Pacheco-Unguetti and Parmen-
tier, 2016).14

12 productivity was measured as the avail ability of call centre agentsto callers, the average duration with
which call centre agents handled calls, and the extent to which they resolved calls on their own without
escalating them; quality of work was measured as the verbal fluency of call centre agents. A caveat of
this study is that the sample size is small (only 29 call centre agents), and that it relied on the self-
selection of participants into the study, which could bias results if such self-selection is correlated with
productivity outcomes.

13 The question asked respondents"How are you feeling today?", with answer possibilities ranging from
one ("frustrated") to five ("unstoppable").

14 Coviello et al. (2017) also show that extrinsic motivation matters for the mood-productivity relation-
ship: for call centre agents whose compensation actually depends on productivity (e.g. who face mone-
tary incentives), the negative effect of positive mood on productivity — measured as the number of calls
in total —is moderated if not, in specifications in which item non-response is interpreted as bad mood,
even reversed, leading to a positive rel ationship between better mood and higher productivity. Thisisin
line with recent evidence by Oishi et al. (2007) who show that the association between wellbeing and
various performance outcomes is not linear, for example, people who are at the highest level of wellbe-
ing perform better when it comesto social relationships, whereas people at slightly lower levels perform
better when it comes to income.



Although call centres offer an interesting real-world laboratory to study wellbeing and per-
formance, some of the performance metrics are difficult to interpret. Thisis especidly true for
the number of calls. In particular, Coviello et a. (2017) rightly note that the number of calsis
not necessarily a good measure of productivity: to the extent that an increase in the number of
calls comes at the expense of actual call quality (which may be the case for a call centre agent
in bad mood), it is difficult to interpret an increase in the number of calls as an increase in
productivity per se (in fact, it could be interpreted as a decrease).

Staw and Barsade (1993) tested the question of whether positive or negative affect leads to
better performance at the management level. Contrary to call centre agents, the work of man-
agersisless structured, and when it comes to decision-making, potentially more influenced by
affect than routine tasks. The authors conducted managerial simulations (in which 111 first-
year MBA students were required to run a fictitious production plant) as part of a weekend
assessment centre, including athree-hour in-basket exercise (an exercise in which participants
have to work themselves through a simulated inbox under time pressure) with 21 different de-
cision items. They found that management students with higher levels of positive affect did
perform better in terms of interpersonal tasks (within-group discussions) and overall decision-
making. Zelenski et al. (2008) confirm this result in a study of 75 directors employed in the
private sector and the Canadian federal government: managers with higher levels of positive

affect rated their productivity higher than their peers.

Overdl, the literature at the individual level suggests a positive impact of mood on perfor-
mance. However, the sign (and to some extent size) of the impact of positive affect on perfor-
mance seems to be context-specific. It depends, in particular, on the tasks being compl eted and
the working environment. Applying meta-anal ytical methods, and hence averaging across many

studies, Lyubomirsky et al. (2005) conclude that thisimpact is, on average, positive.
3. Employee Wellbeing and Firm Perfor mance
Having looked at the relationship between wellbeing and productivity at the individual level,

we now zoom out, and look at this relationship at the firm level. We first present results from

novel empirical analysesin collaboration with the Gallup Organization, analysing its extensive



client database to study the relationship between employee wellbeing and various firm perfor-
mance outcomes. We then supplement this analysis with other, supporting evidence from the
literature.

In general, we expect the direct effects of "happier workers working better" identified pre-
vioudly to trandate into positive impacts at the aggregate firm level. But beyond immediate,
direct effects of mood on motivation and productivity, we aso expect there to be more slowly
moving and indirect effects. We thus look additionally at employee recruitment and turnover —
the extent to which more satisfied workplaces are more likely to attract and retain talented
workers — and at customer loyalty and satisfaction, which are particularly relevant in service
industries where employees are in direct contact with customers.

31 Meta-Analysis of the Gallup Employee Wellbeing Database

Over the years, Gallup has accumulated 339 independent research studies — conducted as pro-
prietary research for clients — that include data on employee wellbeing as well as firm perfor-
mance. In total, these studies include (partly repeated) observations on the wellbeing of
1,882,131 employees and performance of 82,248 business units, originating from 230 inde-
pendent organisations across 49 industriesin 73 countries. We calculated, for each of the 82,248
business units, the correlation between employee wellbeing and various firm performance out-
comes.™® This gives us a unique, rich (yet diverse) source of data to study the relationship be-

tween employee wellbeing and firm performance in the field.

The 339 research studies are largely context-specific, varying not only with respect to or-
ganisation and industry but also with respect to geographical location and observation period.

We therefore employ meta-analytic methods that enable us to integrate the findings accumu-

151 there were two studies for the same organi sation and these studies were conducted in the same year,
the weighted average correlation across the studies is used in our analysis. If the two studies were not
conducted in the same year, for example, if data on employee wellbeing were collected before data on
performance outcomes, the data that are more recent are used (or the mean in case of repeated data).
Finally, if there were multiple studies for the same organisation that varied substantially in terms of
sample size, as arule of thumb, the study with the largest sample sizeis used.
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lated across the different studies and produce generalisable insights, by controlling for differ-
ences between studies resulting from sample size, measurement error, or other artefacts, to
eliminate biases (Schmidt and Hunter, 2015).1°

Our approach involved three steps: first, we aggregated employee wellbeing and the respec-
tive (context-specific) performance outcome at the business-unit level for each of the 339 re-
search studies. Second, we calculated the business-unit-level correlation between employee
wellbeing and performance outcomes for each study. Finally, we applied our meta-anal ytical
toolkit to obtain a single, adjusted (i.e. non-context-specific) average correlation between em-

ployee wellbeing and the respective performance outcome.’

Employee Wellbeing M easures. Gallup has been including wellbeing measures routinely
in all of its studies since 1997 (Harter and Schmidt, 2008; Harter and Agrawal, 2011).'8 Our
primary measure is satisfaction with the organisation as a place to work, which is obtained
from a single-item five-point Likert scale question asking respondents. "How satisfied are you
with your organisation as a place to work?" Answer possibilities range from one ("extremely
dissatisfied") to five ("extremely satisfied"). For simplicity, we refer to this measure as em-
ployee satisfaction.®

Besides employee satisfaction, the Gallup survey instrument — referred to as Q2 —also in-
cluded a measure of employee engagement: it asks employees about twelve (hence the name)
different dimensions of engagement, reflected in formative workplace conditions (such as
whether there is the opportunity for employees to do what they do best, whether there is some-

one encouraging their development, or whether their opinions count) which are related to a

16 We corrected, amongst others, for sampling error, measurement error in the dependent variables (i.e.
performance outcomes), and measurement error and statistical artefacts such as range restriction in the
independent variable (i.e. employee wellbeing).

17 See Harter et al. (2002, 2016) for a detailed description of the meta-analytic methods used.

18 See Table A6 in the Appendix for the different itemsthat areincluded in the Gallup survey instrument.
¥ Thereisaconceptua difference between employee satisfaction and job satisfaction, thelatter of which
isthe more frequently used measure in busi ness economics (see Spector (1997) or Cooper and Robertson
(2003), for example). Job satisfaction only asks respondents about their jab, abstracting from the organ-
isation. We argue, however, that —in our context —employee and job satisfaction are closely related, as
the Gallup survey instrument does not ask respondents about their overall satisfaction with the organi-
sation but about their satisfaction with the organisation as a place to work. Respondents are thus likely
to report about their own, personal job experience.
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wide range of business outcomes across organisations.?’ Engagement is a psychological con-
struct that goes well beyond satisfaction: employees who are engaged with their job are posi-
tively absorbed by what they do and committed to advancing their organisation’s interests; they
identify themselves with their organisation's mission and values, and represent it even outside

formal working hours.

Perfor mance Outcomes. We studied four outcomes, arguably the most important key per-

formance indicators from a business perspective:?!

e Customer Loyalty. Measures of customer loyalty varied across the 339 research studies.
Most studiesincluded fairly standard customer loyalty metrics such as the likelihood to recom-
mend or repurchase a product or service, the "net promoter score”, or ssmply the number of
repeated transactions.?? Other studies also included measures of customer satisfaction, service

excellence, or customer evaluation of the quality of claims.

e Employee Productivity. Measures of employee productivity included mostly financial
measures such as revenue or sales per person, growth in revenue or sales over time, quantity
per time period, enrolments in programs, labour hours, costs to the budget, cross-sells, or per-

formance ratings.

e Profitability. Measures of profitability included the percentage profit of revenue or
sales, or the difference between current profit and budgeted profit or profit in the previous time

period.?3

2 Aggregating over the twelve five-point scales yields an overall measure of engagement. We use em-
ployee engagement for sensitivity analyses, expecting to find effects of employee engagement on firm
performance that are smilar if not stronger than those of employee satisfaction.

2L Not every study inthe Gallup client databaseincludes every business-unit-level performance outcome:
for 94 organisations, there are studies on customer loyalty, for 140 on employee productivity, for 85 on
profitability, and for 106 on staff turnover.

22 The net promoter score is a customer-satisfaction benchmark commonly used in market research to
provide insight into market growth prospects based on participant satisfaction, with scores ranging from
-100 to +100 (Reichheld, 2003).

2 Whenever necessary, we controlled for geographical location (i.e. local market characteristics) when
calculating business-unit-level correlations between employee wellbeing and profitability, in order to
make profitability figures more comparable.
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e Staff Turnover. Staff turnover was defined as the percentage of (voluntary) turnover

per business unit.

Methods. Our meta-analytica methods (see Schmidt and Hunter (2015) for more details)
corrected for heterogeneity within each category of performance outcome. After calculating the
correlation between employee wellbeing and the respective performance outcome at the level
of each business unit, correlations were aggregated and adjusted for differencesin sample size,
measurement error, and other statistical artefacts or idiosyncrasies between the 339 original
research studies, to obtain true score correlations.

Results. Figure 1 shows true score correl ations between empl oyee satisfaction and firm per-
formance as means, taken across al industries and regions. All correlations are in the hypothe-
sised direction. Previous research has shown high generalisability of correlations across studies
(Harter et d., 2015).

Figure 1: Correlation Between Employee Satisfaction with Company and Firm Performance
(Galup, 95% Confidence Intervals)

Employee Satisfaction and Firm Performance

Cusiomer Layalty - L]
Employes Producthvity - _g 1
Praftability - o
Siaff Tumover - e
0.40 0.20 0.00 0.20 0.40

Correlation Strength

Notes. The figure plots adjusted average correlation coefficients between employee satisfaction and different performance
outcomes originating from a meta-analysis of 339 independent research studies that include observations on the wellbeing of
1,882,131 employees and performance of 82,248 business units. See Section 3 for a description of the procedure. See Table 1
for the corresponding table and Table A4 in the Appendix for a breakdown of studies.
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As can be seen, employee satisfaction has a substantial positive correlation with customer
loyalty and a substantial negative correlation with staff turnover. The correlation between em-
ployee satisfaction and productivity is positive (0.2). Importantly, higher customer loyalty and
employee productivity, aswell aslower staff turnover, are also reflected in higher profitability,

as evidenced by a positive correlation between employee satisfaction and profitability (0.16).

Doesthe importance of employee wellbeing for firm performance differ by industry? Figure
2a sheds light on this question.

Figure 2a: Correlation Between Employee Satisfaction with Company and Firm Perfor-
mance, by Industry (Gallup, 95% Confidence Intervals)

Employee Satisfaction and Firm Performance
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Notes. The figure plots adjusted average correlation coefficients between employee satisfaction and different performance
outcomes, by industry, originating from a meta-analysis of 339 independent research studies that include observations on the
wellbeing of 1,882,131 employees and performance of 82,248 business units. See Section 3 for a description of the procedure.
See Table 2afor the corresponding table and Table A4 in the Appendix for a breakdown of studies.

Conducting our meta-analysis separately by industry (distinguishing finance, retail, services,
and manufacturing sectors), we find that there is a gradient in the importance of employee sat-
isfaction for the different performance outcomes by industry.?* For most outcomes — customer

loyalty, business-unit productivity, and staff turnover —employee satisfaction is most important

2 We focus on the financial, retail, manufacturing, and service sectors because we had fewer than 20
studies for the remaining sectors (materials and construction, personal services, real estate, and trans-
portation and utilities), which we deem insufficient to base inference on. See Table A4 in the Appendix
for a breakdown of the studies. Note that, for manufacturing, we have insufficient observations to make
correlational inference between employee satisfaction and customer loyalty.
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in finance, followed by retail, and then closely, by services.?® However, these industry differ-
encesin correlations have highly overlapping 95% confidence intervals on nearly all outcomes.
The correlation between employee satisfaction and productivity appears to be somewhat
stronger in the finance industry than in other industries. Perhaps surprisingly, for services and
retail, employee satisfaction has a positive but lower relationship with profitability. Even so,
the 95% confidence intervals fall ailmost entirely in the positive range and overlap with the
finance industry interval. For manufacturing, we find that employee satisfaction has the lowest

correlation with productivity but the strongest with profitability anongst all industry sectors.

Further research will likely be focused on identifying why such differences exist across in-
dustries. One reason for the particularly strong link between wellbeing and productivity in the
finance industry might have something to do with working conditions in that sector. Although
employees in finance have, on average, a higher pay than those in retail, services, and manu-
facturing, income is not the only — or perhaps even the most important — determinant of em-
ployee wellbeing. In fact, workplace characteristics such as little stress at work or work-life
bal ance have been shown to be equally, if not more, important for employee wellbeing than pay
(Krekel et al., 2018). Such characteristics, however, may be relatively less dominant in the fi-
nance industry than in other industries, suggesting that there is potentially more room in the
financial sector for employee wellbeing to unlock positive productivity outcomes. Manufactur-
ing organisations are often highly focused on process efficiency and safety as primary metrics
within plants. Process efficiency and safety relate directly to the bottom line as they relate to
costs. Job attitudes are likely to relate to discretionary effort that then impacts quality, effi-
ciency, and safety within manufacturing plants and teams, possibly explaining the higher cor-

relation between employee satisfaction and profitability.

We aso ran our meta-analysis separately by region, to look at regiona differences in the
importance of employee wellbeing for firm performance. Because of the large number of stud-
ies conducted in the US, in our analysis, we can only distinguish the US from non-US regions.

Figure 2b shows the findings of our separate meta-analysis by region.

Figure 2b: Correlation Between Employee Satisfaction with Company and Firm Performance,
by Region (Gallup, 95% Confidence Intervals)

% Differences between retail and services are (mostly) not statistically significant at conventional levels;
differences between finance and services sometimes are.
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Notes. The figure plots adjusted average correlation coefficients between employee satisfaction and different performance
outcomes, by region, originating from a meta-analysis of 339 independent research studies that include observations on the
wellbeing of 1,882,131 employees and performance of 82,248 business units. See Section 3 for a description of the procedure.
See Table 2b for the corresponding table and Table A4 in the Appendix for a breakdown of studies.

As can be seen, we find some evidence that empl oyee satisfaction tends to be more important
for performance outcomes in non-US regions, with the exception of staff turnover, for which it
isthe opposite. 95% confidenceintervalsfor US and non-USregions are, however, highly over-
lapping, indicating that differences in correlations are likely due to study artefacts rather than

true regional differences.

Finally, we replicated our meta-analysis for employee engagement instead of employee sat-
isfaction, examining the relationship between empl oyee engagement and firm performance, on
average as well as separately by industry and by region.?® We find that, when comparing ad-
justed average correlations for employee satisfaction with those for employee engagement,
there are few differences in strength or relative rank, neither for findings at mean value nor for
findings separately by industry or by region. The importance of employee engagement for per-
formance outcomes are more homogeneously distributed across industry sectors. These con-
sistent findings across two measures of job attitudes add support to the theory and findings
reported in Harrison et al. (2006) and Mackay et a. (2017) of a higher-order job attitude-en-

gagement factor.

% See Figures A1, A2a, and A2b in the Appendix for these results.
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In sum, aggregating data from 339 independent research studies that include observations
on the wellbeing of 1,882,131 employees and performance of 82,248 business units, from 230
independent organisations across 49 industriesin 73 countries, we find that employee wellbeing

is consistently positively correlated with firm performance.

Wellbeing has a substantial positive correlation with customer loyalty and a substantial, neg-
ative correlation with staff turnover. That is, in addition to the individual-level evidence— based
largely on Emotion Theory — focusing on affective states and showing immediate effects of
mood on productivity, there a'so seems to be strong evidence — morein line with Human Rela-
tions Theory — that employee satisfaction plays a significant role in retaining and motivating
the workforce.

Employee wellbeing in the Gallup data is positively correlated with employee productivity,
and ultimately, profitability. The relative strength of the correlation with profitability is some-
what weaker, but thisis expected given that profit isadownstream outcomein the hypothesi sed
causal chain from job attitudes to operational outcomes to financial outcomes. Utility analysis
of the practical value of the correlation between employee engagement and profitability sug-
gests a 21% difference in profit between top and bottom quartile business units on employee
engagement (Harter et al., 2015). The practical value of the size of correlations depicted in this
meta-analysis has been calculated in previous studies as non-trivial (Harter et a., 2002, 2015).
Although there is — depending on how employee wellbeing is measured — evidence of some
differencesby industry, the overall importance of employeewellbeing for key firm performance
outcomes seems largely universal.

3.2 Literature on the Causal Effect of Employee Wellbeing on Firm Performance

From this correlational meta-analysis, we are unable to make any strong causal claim about the
relationship between employee wellbeing and firm performance.?” To make such claims, we
need longitudinal data — repeated observations of employee wellbeing and firm performance

over time— and some sort of randomised experimental intervention or policy change asasource

27 Note, however, that many of the studiesinthe meta-analysis, by design, include performance measures
that trail employee satisfaction or engagement measures, suggesting some predictive evidence.
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of exogenous variation (which affects employee wellbeing without directly affecting firm per-
formance), to reduce concerns about omitted variables that may be simultaneously driving em-
ployee wellbeing and firm performance.

Evidence from Within Firms over Time

Oneinitia piece of longitudina evidence comes from Harter et al. (2010) who studied the re-
lationship between employee engagement and financia performance by exploiting temporal
variation in the Gallup client database. The authors found that employee engagement and prof-
itability arereciprocally related (i.e. they influence each other over time).?® However, employee
engagement at timet isastronger predictor of profitability at time t+1 than vice versa, whereby
(short-term) outcomes such as customer loyalty and staff turnover are important mediators of
this relationship.?® Although establishing this temporal-causal (also referred to as Granger-
causal) relationship between employee engagement and financial performance does not solve
issues of omitted or "third" variables, it is yet another piece of evidence for a causal effect of

employee wellbeing on firm performance.

Bloom et al. (2015) conducted an experiment on flexible work practices at a NASDAQ-
listed Chinesetravel agency with more than 16,000 employees, in which call centre agents (who
volunteered to participate in the experiment) were randomly assigned to either working from
home (the treatment group) or working in the office (the business-as-usual control group) for a
period of nine months. The authors found that, at the end of the experiment, call centre agents
who were working from home experienced fewer negative and more positive emotions, less
exhaustion, and reported a higher overal life satisfaction compared to call centre agents who

were working in the office.

2 In a similar longitudinal analysis using the same data source, Agrawa and Harter (2010) study the
propagation of employee engagement along the organisational hierarchy over time. The authors find
that executive engagement at time t affects middle-management engagement at time t+1 and front-line
engagement at time t+2, i.e. engagement cascades from |eadership to middle management and then to
the front line.

2 Thisfinding is somewhat different from Koys (2001), who shows that employee attitudes and behav-
iour (measured in terms of employee satisfaction and organisational citizenship related to conscientious-
ness, altruism, sportsmanship, and courtesy) at time t are predictive of organisational effectiveness
(measured in terms of profitability and customer satisfaction) at time t+ 1, but organisational effective-
nessat timetisnot predictive of employee attitudes and behaviour at timet+ 1. The context of thisstudy,
however, is quite specific: the author studies the relationship between employee wellbeing and firm
performance at aregional restaurant chain.
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Importantly, working from home aso led to a 13% increase in performance, of which 9%
was due to working more minutes per shift (attributed to fewer breaks and sick days) and 4%
dueto taking more calls per minute (attributed to aquieter working environment); staff turnover
halved.®® After the success of the experiment (the company estimated to save about USD 2,000
annually per cal centre agent working from home), the scheme was rolled out for the entire
workforce (including giving workers who participated in the experiment the opportunity to
change their working location again). This change almost doubled performance gains, to 22%,
stressing the importance of selection and learning of workers about their own working prefer-

ences and styles.

Two other studies on flexible work practices stand out. Moen et a. (2011) examined the
causal effect of switching from standard to more flexible, results-oriented working time at Best
Buy, alarge US retailer. By exploiting the staggered implementation of the scheme in its cor-
porate headquarters, the authors found that staff turnover amongst employees who were ex-
posed to the scheme dropped by 45.5% eight months after implementation. More flexible work
practices also moderated turnover effects of negative home-to-work spillovers (i.e. when re-

sponsibilities a home reduce the effort employees can devote to their jobs).

In arelated study, however, Moen et a. (2016) showed that a similar organisational inter-
vention —aimed at promoting greater employee control over working time at an IT company —
reduced burnout, perceived stress, and psychological distress, while raising job satisfaction
(with benefits larger for women) twelve months after the intervention. Taken together, both
studies suggest that organisational interventions aimed at raising employee wellbeing, for ex-
ample, through raising employees autonomy over their working time, bear positively upon per-
formance outcomes at the aggregate firm level — a win-win situation for both employees and

employers.

%0 Asapossible side effect, the authors document that participantsin the treatment group were less likely
to get promoted conditional on performance. Ledlie et al. (2012) show, in both afield study at a Fortune
500 company and a lab experiment, that flexible work practices may result in a career penalty in case
that managers attribute their use as being motivated by reasons related to personal lives (as may have
been the case for call centre agents who volunteered to participate in the experiment). However, to the
extent that mangers attribute the use of flexible work practicesto reasons related to efficiency or organ-
isational needs, their use may actually result in a career premium.
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A final example comes from the National Health Service (NHS) in the UK. Powell et al.
(2014) used alarge-scale longitudinal dataset generated from NHS staff surveysin 2009, 2010,
and 2010. The authors found that better staff experience is associated with better outcomes for
both employees and patients, and in particular, that higher wellbeing — measured, amongst oth-
ers, in terms of job satisfaction — and better job design are linked to lower levels of absenteeism
and higher levels of patient satisfaction.3

Evidence from Between Firms

We now move from studies looking at single companies and organisational interventions to
studies examining several companies pooled together. Bockerman and [Imakunnas (2012) ex-
amined the relationship between employee wellbeing and firm performance in Finnish manu-
facturing plants over the period 1996 to 2001. The authors linked individual-level data on job
satisfaction from the European Community Household Panel with establishment-level data on
employer characteristics and performance. The authors found that job satisfaction has a signif-
icant, positive effect on value-added per hours worked: a one standard deviation increasein job
satisfaction at the plant level increases valued-added per hours worked by 6.6%.%% In other
words, increasing job satisfaction by one point, say, from four to five (out of six), would in-
crease value-added per hours worked by almost 20% — a large effect.

A similar study was conducted by Bryson et al. (2017) in Britain. Using employer-employee
data from the Workplace Employment Relations Survey — a nationally representative dataset
on more than 2,000 workplaces covering all sectors of the economy except agriculture and
mining — for the years 2004 and 2011, the authors found a strong link between wellbeing and

performance.® They document a clear, statistically significant, positive relationship between

3L Powell et al. (2014) study the links between staff experience and intermediate (staff) and final (patient
and organisational) outcomes. The measure of job satisfaction used was a multi-item summed scale,
including items on support from immediate managers and colleagues, freedom to choose methods of
working, amount of responsibility, opportunitiesto use skills, the extent to which trust is seen asto value
the work of staff, and recognition for good work.

32 Bockerman and llmakunnas (2012) estimated production function specifications in which job satis-
faction — lagged to reduce concerns about reverse causality — is regressed on value added per hours
worked at the plant level alongside controls for establishment and employer characteritics. The authors
do not find a significant effect of job satisfaction on sales per employee as an aternative measure of
productivity. However, this may have been an artefact of the manufacturing sector.

3 Job satisfaction was measured asking employees about nine aspects of their job, including pay, sense
of achievement, scope for using initiative, influence over their job, training, opportunity to develop their
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average job satisfaction and performance outcomes at the establishment level (but not for job-
related affect), in both cross-section (using the year 2011 only) and two-period panel with es-
tablishment fixed effects (using both the years 2004 and 2011).3* Wellbeing had an impact on
financial performance, labour productivity, quality of product or service, and an aggregated
performance measure combining all other performance outcomes, even when controlling for
establishment, industry, and regional characteristics as well as when looking longitudinally at
firms over time. Although it is difficult to assess the exact size of these effects (performance
measures are subjective scores reported by managers), the fact that job satisfaction affects all
performance outcomes (with the exception of labour productivity in the two-period panel)
across workplaces is strong evidence for a positive impact of employee wellbeing on firm per-

formance.

Finally, the findings above match those of Green (2010), who found that job satisfaction is
a better predictor for quits than job-related affect (see also Lévy-Garboua et al. (2007) on the
predictive power of job satisfaction for quits).

Evidence from Sock Market Performance

Do firms with higher levels of employee wellbeing perform better on the stock market? To
answer this question, Edmans (2011) studied the relationship between employee satisfaction
and long-run stock returns using a value-weighted portfolio of the "100 Best Companies to
Work for in America'.® The ratings are based on survey responses from a randomly chosen
250 employees per company (asking about areas such as job satisfaction and attitudes towards
management) and publicly available information (demographic make-up, pay and benefits pro-
grammes, and culture). The datashow that, during the period 1984 to 2009, the "100 Best Com-
panies to Work for in America' had an annual four-factor alpha — a measure of excess stock

skills, job security, involvement in decisions, and the work itself, which, when combined, yield an ag-
gregate score of job satisfaction. Job-related affect was constructed similarly, asking employees whether
they felt tense, uneasy, worried, gloomy, depressed, or miserable over the past few weeks.

3 Interestingly, Bryson et al. (2017) also test for reverse causality in their two-period panel, by regress-
ing employee wellbeing in 2011 on firm performance in 2004. They do not find evidence for causality
running from firm performance to employee wellbeing, suggesting —in line with Harter et al. (2010) —
that causality runs rather the other way around, from employee wellbeing to firm performance.

% The annual ranking is compiled by the Great Places to Work Institute in San Francisco, which rates
organisations on four domains, including credibility, respect, fairness, and pride and camaraderie.
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market return — of 3.5%. Furthermore, they earned 2.1% higher stock returns than the industry
average and had more positive earnings surprises and announcement returns.®

The relationship between employee wellbeing and stock market returns can also be repli-
cated for the "Gallup Great Workplace Award" winners. In a recent study, the organisation
compared the earnings per share of seventeen award winners, covering six industries and rang-
ing in size between 800 and 250,000 employees, with their industry equivalents during the pe-
riod 2011 to 2015 (Gallup, 2017). The data show that winners grew about 4.3 timesfaster during
that period than their equivaents.*’

Goetzel et a. (2016) study the stock-market performance of companies winning the"C. Ev-
erett Koop National Health Award" — an award conferred annualy to firms investing in cost-
effective heath and wellbeing programmes for their workers — relative to the average perfor-
mance in the Standard and Poor's (S& P) 500 Index. The authors arrived at asimilar conclusion:
over a period of fourteen years (2000 to 2014), winners experienced a 325% growth in stock

values, whereas their equivalents experienced growth of only 105%.

These findings are consistent with our results above, and more generally with Human Rela-
tions Theory, which argues that higher employee wellbeing causes better firm performance
through better recruitment, higher employee motivation, and lower staff turnover. The im-
portance of human resource management, however, may differ around the world, depending on
the complementarity of labour market institutions. Indeed, in a recent paper, Edmans et al.
(2017) extended the "100 Best Companies to Work For" anaysis beyond the US, covering
fourteen countries with different institutional settings. The authors found that higher job satis-
faction was associated with superior long-run returns, current valuation ratios, future profita-
bility, and earnings surprises only in flexible labour markets such as the US or the UK. Results
for more rigid labour markets as in the Scandinavian countries or in Germany, however, were

not statistically significant.® This suggests that in contexts where firms face lower barriers to

3% Edmans (2012) shows that returns even range between 2.3% and 3.8% if the years 2010 and 2011 are
also included.

37 The winners experienced a 115% growth in earnings per share during that period, whereas their equiv-
alents experienced growth of only 27%.

38 A sharper theoretical distinction is the difference between liberal and coordinated market economies
(Hall and Soskice, 2001): in coordinated market economics, where state-facilitated, top-down coordi-
nation in empl oyer-employee relations al ready ensures minimum standards for worker welfare, the mar-
ginal cost of spending on additional welfare may be higher than its marginal benefit, or in other words,
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hiring and firing and where worker welfare is not outsourced to "cushioning” labour market

institutions, corporate social responsibility may yield higher returns.

4. Outlook

At the outset of this paper, we posed arelatively simple question: isthere a compelling business
case for promoting worker wellbeing? Overal, the balance of the evidence — both the old and
the new that we have presented here —is very much in favour that there are measurable, objec-

tive benefits to wellbeing in terms of employee productivity and firm performance.

We began by looking at the rel ationship between wellbeing and productivity at theindividua
level and showed — by discussing findings from both field and lab — how higher levels of well-
being are associated with more creativity and better task performance. Whether it is an effort
task in auniversity lab or thereal-life setting of acall centre, wellbeing is positively correlated
with productivity. The evidence baseis steadily mounting that this correlation isin fact a causal
relationship (running from wellbeing to productivity).

We then panned away from the individual-level and looked at this relationship at the aggre-
gate firm level. Conducting a meta-analysis of the extensive client database of the Gallup Or-
ganization, we showed that higher levels of employee wellbeing also manifest themselves in
improved key firm performance outcomes, including customer loyalty, profitability, and staff
turnover (although to a different degree depending on industry sector, an interesting area of
future research).

Finally, we complemented our own analysis with empirical evidence at the firm-level from
the wider, causal-design literature. We looked, in particular, at interventions targeting flexible
work practices and studies linking employer and employee data. Again, a clear positive rela-
tionship can be seen between employee wellbeing and various measures of performance. Firms
with higher levels of employee wellbeing also tend to do better in terms of stock market per-

formance and growth.

spending on worker welfare may already bein the range of diminishing returns. In liberal market econ-
omies, however, corporate social responsibility may have more benefits to workers and firms.
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There are a number of limitations and exciting avenues for future research. First and fore-
most, we did not (and could not) present here afull account of the benefits of wellbeing at work:
besides direct benefits in terms of employee productivity (and ultimately, firm performance),
thereare, of course, many other benefitsto wellbeing at work such as better health and longevity
(De Neve et d., 2013; Graham, 2017), which do not only indirectly contribute to employee
productivity but also have wider, society-wide benefits beyond the world of work. Benefits
presented here should thus be interpreted as alower bound.

Second, athough we studied the returns to employee wellbeing in terms of employee
productivity and firm performance, we did not study which workplace wellbeing investments
(i.e. investing, say, into more flexible work practices versusinvesting into higher pay) are most
cost-effective from a business or policy perspective. Thisis partly because there are not many
interventions in the first place (notable exceptions that directly target employee wellbeing in-
clude Proudfoot et al. (2009) and Jones et a. (2018), for example) and partly because interven-
tions that do exist hardly report costs. It is thus difficult, given the current evidence base, to
benchmark different interventions against each other in terms of cost-effectiveness. Across the
board, more interventions are needed, and they need to be more transparent. Policy can play a
vital role in encouraging experimentation, by providing monetary or non-monetary incentives
for firms to conduct interventions and for sharing their impact evaluation results as a public
good.

The evidence we have presented hereis suggestive of astrong, positive relationship between
employee wellbeing, employee productivity, and firm performance. Raising the wellbeing of
society isacentral goal for policy-makers, and itisagoal that isnot in opposition to theinterests
of the business community. There is an important role for business leaders to play in being a

strong positive force for raising the wellbeing of society.
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Tables

Table 1: Correlation Between Employee Satisfaction and Firm Performance

Customer Employee Staff

Satisfaction Productivity Profitability Turnover

Employee Satisfaction 0.31 0.20 0.16 -0.25
95% Confidence [0.27,0.35] [0.18,0.23] [0.13,0.19] [-0.28, -0.22]
Number of Studies 68 109 66 88
Number of Business Units 14,092 35,050 26,078 35,587

Notes: The table shows adjusted average correlation coefficients between employee satisfaction and different performance
outcomes originating from a meta-analysis of 339 independent research studies that include observations on the wellbeing of
1,882,131 employees and performance of 82,248 business units. See Section 3 for a description of the procedure. See Table

A4 in the Appendix for a breakdown of studies.

Source: Gallup Client Database, Y ears 1994 to 2015; Confidence Intervals 95% in Brackets.
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Table 2a: Correlation Between Employee Satisfaction and Firm Performance, by Industry

Customer Employee Staff

Satisfaction Productivity Profitability Turnover
Finance
Employee Satisfaction 0.37 0.30 0.22 -0.29
95% Confidence [0.29, 0.44] [0.24, 0.36] [0.16, 0.28] [-0.34, -0.25]
Number of Studies 15 19 14 17
Number of Business Units 7,509 7,920 6,224 9,193
Retail
Employee Satisfaction 0.28 0.19 0.14 -0.29
95% Confidence [0.20, 0.36] [0.15, 0.24] [0.10, 0.19] [-0.38, -0.20]
Number of Studies 11 28 27 15
Number of Business Units 2,459 18,353 18,200 4,708
Services
Employee Satisfaction 0.24 0.21 0.10 -0.19
95% Confidence [0.17,0.31] [0.13,0.28] [-0.01, 0.21] [-0.25,-0.13]
Number of Studies 33 32 11 38
Number of Business Units 3,314 2,928 774 10,241
M anufacturing
Employee Satisfaction - 0.13 0.42 -0.26
95% Confidence - [0.08, 0.18] [0.31, 0.54] [-0.31,-0.20]
Number of Studies - 20 9 10
Number of Business Units - 4,642 268 5,293

Notes. The table shows adjusted average correlation coefficients between employee satisfaction and different performance
outcomes, by industry, originating from a meta-analysis of 339 independent research studies that include observations on the
wellbeing of 1,882,131 employees and performance of 82,248 business units. See Section 3 for a description of the procedure.
See Table A4 in the Appendix for a breakdown of studies.
Source: Gallup Client Database, Y ears 1994 to 2015; Confidence Intervals 95% in Brackets.



Table 2b: Correlation Between Employee Satisfaction and Firm Performance, by Region

Customer Employee Staff
Satisfaction Productivity Profitability Turnover
us
Employee Satisfaction 0.30 0.20 0.17 -0.23
95% Confidence [0.25,0.35] [0.16, 0.24] [0.13,0.21] [-0.28, -0.19]
Number of Studies 45 65 32 56
Number of Business Units 12,010 23,202 17,742 22,622
Non-US
Employee Satisfaction 0.41 0.25 0.24 -0.16
95% Confidence [0.27,0.55] [0.19,0.31] [0.15,0.33] [-0.28, -0.04]
Number of Studies 6 18 14 11
Number of Business Units 563 2,238 2,593 1,032

Notes. The table shows adjusted average correlation coefficients between employee satisfaction and different performance
outcomes, by region, originating from a meta-analysis of 339 independent research studies that include observations on the
wellbeing of 1,882,131 employees and performance of 82,248 business units. See Section 3 for a description of the procedure.

See Table A4 in the Appendix for a breakdown of studies.

Source: Gallup Client Database, Y ears 1994 to 2015; Confidence Intervals 95% in Brackets.
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Appendix

Figures
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Figure Al: Correlation Between Employee Engagement and Firm Performance (Gallup, 95% Confidence Intervals). Notes:
The figure plots adjusted average correl ation coefficients between employee engagement and different performance outcomes
originating from a meta-analysis of 339 independent research studies that include observations on the wellbeing of 1,882,131
employees and performance of 82,248 business units. See Section 3 for a description of the procedure. See Table Al for the
corresponding table and Table A5 for a breakdown of studies.
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Figure A2a: Correlation Between Employee Engagement and Firm Performance, by Industry (Gallup, 95% Confidence Inter-
vals). Notes: The figure plots adjusted average correlation coefficients between employee engagement and different perfor-
mance outcomes, by industry, originating from a meta-analysis of 339 independent research studies that include observations
on the wellbeing of 1,882,131 employees and performance of 82,248 business units. See Section 3 for a description of the
procedure. See Table A2a for the corresponding table and Table A5 for a breakdown of studies.
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Figure A2h: Correlation Between Employee Engagement and Firm Performance, by Region (Gallup, 95% Confidence Inter-
vals). Notes: The figure plots adjusted average correlation coefficients between employee engagement and different perfor-
mance outcomes, by industry, originating from a meta-analysis of 339 independent research studies that include observations
on the wellbeing of 1,882,131 employees and performance of 82,248 business units. See Section 3 for a description of the
procedure. See Table A2b for the corresponding table and Table A5 for a breakdown of studies.
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Tables

Table Al: Correlation Between Employee Engagement and Firm Performance

Customer Employee Staff

Satisfaction Productivity Profitability Turnover

Employee Engagement 0.30 0.23 0.16 -0.21
95% Confidence [0.27,0.34] [0.21,0.25] [0.13,0.18] [-0.24, -0.19]
Number of Studies 94 140 85 106
Number of Business Units 20,679 45,328 31,472 43,987

Notes: The table shows adjusted average correlation coefficients between employee engagement and different performance
outcomes originating from a meta-analysis of 339 independent research studies that include observations on the wellbeing of
1,882,131 employees and performance of 82,248 business units. See Section 3 for a description of the procedure. See Table
A5 for a breskdown of studies.

Source: Gallup Client Database, Y ears 1994 to 2015; Confidence Intervals 95% in Brackets.
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Table A2a: Correlation Between Employee Engagement and Firm Performance, by Industry

Customer Employee Staff

Satisfaction Productivity Profitability Turnover
Finance
Employee Engagement 0.31 0.32 0.22 -0.21
95% Confidence [0.24,0.38] [0.28,0.36] [0.17,0.26] [-0.25, -0.17]
Number of Studies 19 21 16 17
Number of Business Units 11,852 15,140 8,395 11,531
Retail
Employee Engagement 0.31 0.17 0.13 -0.29
95% Confidence [0.21,0.40] [0.15,0.20] [0.10, 0.16] [-0.35, -0.23]
Number of Studies 16 40 38 20
Number of Business Units 3,687 19,999 19,954 7,912
Services
Employee Engagement 0.31 0.26 0.15 -0.22
95% Confidence [0.25,0.38] [0.20,0.32] [0.09, 0.20] [-0.27,-0.18]
Number of Studies 45 42 14 48
Number of Business Units 4,224 4,170 1,380 12,787
M anufacturing
Employee Engagement - 0.20 0.25 -0.08
95% Confidence - [0.15,0.24] [0.07,0.42] [-0.15, -0.02]
Number of Studies - 26 10 11
Number of Business Units - 4,832 393 5,426

Notes. The table shows adjusted average correlation coefficients between employee engagement and different performance
outcomes, by industry, originating from a meta-analysis of 339 independent research studies that include observations on the
wellbeing of 1,882,131 employees and performance of 82,248 business units. See Section 3 for a description of the procedure.

See Table A5 for a breakdown of studies.

Source: Gallup Client Database, Y ears 1994 to 2015; Confidence Intervals 95% in Brackets.
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Table A2b: Correlation Between Employee Engagement and Firm Performance, by Region

Customer Employee Staff
Satisfaction Productivity Profitability Turnover
us
Employee Engagement 0.29 0.24 0.17 -0.22
95% Confidence [0.25,0.33] [0.21,0.27] [0.14,0.20] [-0.25, -0.19]
Number of Studies 57 77 39 67
Number of Business Units 17,177 31,729 21,747 27,844
Non-US
Employee Engagement 0.50 0.25 0.23 -0.19
95% Confidence [0.35, 0.66] [0.19,0.30] [0.17,0.29] [-0.29, -0.08]
Number of Studies 8 24 18 13
Number of Business Units 976 2,683 3,023 1,736

Notes. The table shows adjusted average correlation coefficients between employee engagement and different performance
outcomes, by region, originating from a meta-analysis of 339 independent research studies that include observations on the
wellbeing of 1,882,131 employees and performance of 82,248 business units. See Section 3 for a description of the procedure.

See Table A5 for a breakdown of studies.

Source: Gallup Client Database, Y ears 1994 to 2015; Confidence Intervals 95% in Brackets.
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Table A4: Breakdown of Studies on Employee Satisfaction

Pandl A — Sudies by Industry

Studies on Employee Satisfaction with Indicator s of
Industry Customer Loyalty Employee Productivity Profitability Staff Turnover Total
Finance 15 19 14 17 65
M anufacturing 0 20 9 10 39
Retail 11 28 27 15 81
Services 33 32 11 38 114
Total 59 99 61 80 299

Panel B — Studies by Region

Studies on Employee Satisfaction with Indicator s of
Industry Customer Loyalty Employee Productivity Profitability Staff Turnover Total
us 45 65 32 56 198
Non-US 6 18 14 11 49
Total 51 83 46 67 247

Notes. The number of studies by industry and by region, respectively, is smaller than the total number of studies (339) because the total number studies, which is used to calculate average correlations
across industries and regions, includes industries and organisations that operate across regions (which are excluded in our heterogeneity analysis).
Source: Gallup Client Database, Y ears 1994 to 2015.
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Table A5: Breakdown of Studies on Employee Engagement

Pandl A — Sudies by Industry

Studies on Employee Engagement with Indicators of
Industry Customer Loyalty Employee Productivity Profitability Staff Turnover Total
Finance 19 21 16 17 73
M anufacturing 0 26 10 11 47
Retail 16 40 38 20 114
Services 45 42 14 48 149
Total 80 129 78 96 383

Panel B — Studies by Region

Studies on Employee Satisfaction with Indicator s of
Industry Customer Loyalty Employee Productivity Profitability Staff Turnover Total
us 57 77 39 67 240
Non-US 8 24 18 13 63
Total 65 101 57 80 303

Notes. The number of studies by industry and by region, respectively, is smaller than the total number of studies (339) because the total number studies, which is used to calculate average correlations
across industries and regions, includes industries and organisations that operate across regions (which are excluded in our heterogeneity analysis).
Source: Gallup Client Database, Y ears 1994 to 2015.

42



Table A6: The Gallup Q* Instrument
Employee Satisfaction with Company

"On a5-point scale, where 5 = extremely satisfied and 1 = extremely dissatisfied, how satisfied
are you with your organisation as a place to work?"

Employee Engagement

"On a 5-point scale, where 1 = strongly disagree and 5 = strongly agree, please indicate your
level of agreement or disagreement with each of the following items.”

| know what is expected of me at work.

| have the materials and equipment | need to do my work right.

At work, | have the opportunity to do what | do best every day.

In the last seven days, | have received recognition or praise for doing good work.
My supervisor, or someone at work, seems to care about me as a person.
There is someone at work who encourages my development.

At work, my opinions seem to count.

The mission or purpose of my company makes me feel my job isimportant.
My associates or fellow employees are committed to doing quality work.

10 | have a best friend at work.

11. In the last six months, someone at work has talked to me about my progress.
12. Thislast year, | have had opportunities at work to learn and grow."

CoNou~wWNPE

These statements (1-12) are proprietary and copyrighted by Gallup. They cannot be reprinted
or reproduced in any manner without the written consent of Gallup. Copyright 1993-1998, Gal-
lup, Princeton, NJ. All rights reserved.
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