The State of Employee
Engagement 2023/24

Exploring HR professionals’ top priorities and
biggest challenges as we move into 2024

workbuzz.com October 2023




Contents

Foreword from Steven Frost, WorkBuzz Founder and CEO

Ranking HR professionals’ top priorities

Retention is becoming more important - and getting more difficult
Skills shortages are impacting recruitment efforts

Performance and productivity is now a major priority

Diversity is a focus - but leadership is a barrier

Employee engagement remains a significant challenge

Al and automation are making waves

Some organisations risk neglecting employee voice

Key takeaways

Methodology and about WorkBuzz

Are you listening?

Thank you for downloading this year's State of Employee
Engagement report from WorkBuzz, now in its fourth edition.

Since 2018, we've been
asking HR professionals
what makes them tick — and
what keeps them up at night
—to paint a picture of the
things that are having the
greatest impact on employee
engagement.

For me, this year’'s most
significant takeaway is
that as organisations
prioritise ‘harder’
measures like employee
retention, productivity
and performance. It's clear
that organisations need

to continue listening with
greater frequency than just
once a year to address
these challenges.

We saw a brilliant response
from companies of all shapes
and sizes throughout the
pandemic, as the majority
recognised the importance
of regularly asking their
employees for feedback -
and how that knowledge

could support and empower
HR and leadership teams.

It felt like the old days

of a general once-a-year
employee satisfaction
questionnaire were behind
us, as organisations began
to modernise with a shift to
more regular pulse surveys
and increased adoption

of onboarding and exit
surveys - but it appears
that organisations are still
listening at the same level
on an annual basis with a
reduction in frequency of
employee surveys despite
the aforementioned
challenges having a huge
financial, productivity and
cultural impact.

Giving your employees

a voice and improving
employee experience aren't
soft and fluffy — they're now a
necessity for understanding
how to drive business
outcomes and will separate

the winners and losers in the
next normal of employment.

And, with Al emerging

as a major trend in most
sectors, maintaining that
regular moment of human
interaction will be vital.

Your employees are your
everyday heroes. They're the
‘face’ of your organisation
and are of huge - often
underrated - value, with
direct, first-hand knowledge
of the customer experience.

They can highlight potential
risks and provide insights
and ideas for innovation and
improvement to propel your
business forward.

But only if you listen to them.

Steve Frost, Founder
& CEO, WorkBuzz



HR's top priorities

We asked respondents

to identify their top HR
priorities, and the stand-
out across the board was
retention. Since our 2022
report, retention has leapt
to the top of the list - having
previously been the third
most important priority.

Reflecting a worsening
macroeconomic backdrop
and amid a cost-of-living
crisis, employee wellbeing
has risen significantly

to second place with
recruitment, another well-
documented challenge,
coming in third.

And 2023's fastest riser
is performance and
productivity which has
shot up six places in
our ranking. It's now
on a par with staples
of the HR function like
culture and employee
engagement and

experience — perhaps
as organisations
continue to tighten
their belts and try to
get more out of their
existing employees
with leaner and fitter
initiatives.

Learning and development
fell five places - the biggest
drop versus last year — while
reward and recognition

and equality, diversity,
inclusion, and belonging
(EDIB) were also both ranked
as less important by our
respondents. These findings
suggest ‘softer’ priorities that
are more difficult to link to
an organisation’s bottom line
are now being deprioritised.

Leadership capability — a
new option we offered for
the first time this year -
comes in strong in the top
half of our ranking and is
clearly a concern for HR
professionals. And for good

reason. Improving employee
engagement is an uphill
battle if your people don't
believe in your leadership,
and if your leaders don't
exhibit the right behaviours.

When we look specifically
at respondents working

in deskless industries,
retention and recruitment
remain the top two priorities,
while performance and
productivity jumps up

into third place. All three
challenges were highlighted
by a higher percentage

of respondents than their
desk-based counterparts -
suggesting that, while the
issues faced are similar,
they're even more pressing
for organisations with large,
deskless workforces.

Over the coming pages,
we'll take a deeper dive into
four of the biggest priorities:
retention, recruitment,
performance and
productivity, and diversity.

HR's top priorities

Position

n

12

13

14

Priority

Retention

Employee wellbeing

Recruitment

Performance and productivity

Employee engagement and experience

Culture

Leadership capability

Equiality, diversity, inclusion,
and belonging (EDIB)

Organisational change

Learning and development

Recognition and reward

Succession planning

Employee relations

Internal communications

Percentage

36%

29%

28%

26%

25%

23%

22%

21%

19%

19%

15%

12%

10%

9%

Index

A 2 places

A 5 places

V¥ 1place

A 6 places

V 3 places

M no change

new entry

V¥ 1place

V¥ 1place

V 5 places

V 2 places

V¥ 1place

M no change

new entry



9%

Said retention was
not getting any easier

Retention is becoming more
important — and getting more difficult

Retention has grown to
become HR professionals’
top priority, as we saw on the
previous page. And, while the
industry clearly understands
the importance of keeping
hold of your best people, it's
not getting any easier.

The vast majority of
our respondents (89%)
said the retention
conundrum was either
getting more difficult,
or not changing.

Just 11% said retention is
getting easier. That's a huge
percentage of organisations
losing the knowledge and
expertise that has been built
up by employees who decide
to leave.

Retention isn't only a people
challenge, it's a financial
one too. According to the
Society for Human Resource
Management, the average
cost of replacing lost
employees is equivalent

to six to nine months of
their salary.

Clearly, if you don't
understand why your people
are leaving — or why they're
thinking about leaving -
you're fighting a losing
battle. Regular pulse surveys
and thorough exit interviews
are your secret weapon.

When it comes to the biggest
challenges associated with
retention, 45% cited their
ability to offer competitive
compensation - suggesting
that it's very much still a

candidates’ market, with a lot
of choice and the option to
move jobs for more money.

HR professionals also
appear to be struggling to
meet employees’ career
development needs and
expectations, and people
are leaving these
organisations as a result.

This was a challenge
highlighted by a quarter
(27%) of respondents.
Interestingly, flexible

and hybrid working
arrangements are a shrinking
retention issue, with just

1% saying this is a current
challenge - perhaps because
most organisations that are
able to do so have already
nailed down their flexible and
hybrid working policies.

What are the biggest retention challenges?

o, Offering a competitive salary and
45 % benefits package versus our competitors

Y LY Meeting employees’ expectations
7 O in terms of career development

Getting employees to buy into and feel part
13% -
of our company culture and our journey

1194 Offering flexible working arrangements

3% Lack of training or upskilling opportunities

o Involuntary turnover caused by increased automation
1% (through artificial intelligence, for example)

Is retention getting easier,
harder, or staying the same?

51%
Harder

~~

11%
Easier

38%
The same



0%

Said recruitment was
not getting any easier

Is recruitment getting easier, harder, or staying the same?

-

60% 10%
Harder Easier

30%
The same

What are the biggest recruitment challenges?

29, The cost of recruitment

A shortage of qualified
)
40 % candidates with the right skills

2,29, Meeting candidates’ salary expectations

o, Competition with similar
15 % organisations hiring for similar roles

1194 Finding people who are the right cultural ‘fit’

109, Being able to hire people quickly enough

Skills shortages are impacting
recruitment efforts

Third in our ranking of HR
professionals’ top priorities
was recruitment — and, once
again, it's a challenge that’s
not getting any easier. In fact,
the findings when we asked
about recruitment were
almost identical to those for
retention - reinforcing just
how closely linked these two
issues are.

From our data, the vast
majority (90%) said
recruitment isn’t getting any

easier, while just 10% said it is.

When asked about the
biggest recruitment
challenges, the one
cited by 40% of

respondents — almost
twice as many as the
next most popular
choice —was a
shortage of qualified
candidates with the
right skills.

Driven in part by The

Great Resignation, where
hundreds of thousands of
skilled employees left the
working world for good, skills
shortages are impacting
industries of all kinds.

Candidates’ salary
expectations were reported
by 22% as a big challenge,
while 15% said competition

with other organisations
were making recruitment
more difficult.

At the other end of the
scale was the cost of
recruitment, cited by just 2%
of respondents - suggesting
that, while companies have
money set aside to bring

in new recruits, they're
struggling to find the right
people for the jobs available.
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17%

said productivity and
performance was not
getting any better

Is performance and productivity getting better, worse, or staying the same?

N7

18% 23% 59%
Worse Better The same

What are the biggest performance and productivity challenges?

24%
Recruiting
people with the
right skills, or
upskilling and 17%
training existing 15% 13%
employees Low morale 13%
and/or Fostering People across 9%
motivation in collaboration Complex the organisation
the workforce across teams and operating are not Lack of required

departments processes/ empoweredto  resources for 8%
procedures make decisions employees
to perform at

1%

their best Remote/hybrid Increased
working automation
(through artificial
intelligence, for
example)

Performance and
productivity are now
major priorities

Between 1974 and 2008 the UK's productivity — the
amount of output you get per worker — grew at an
annual rate of 2.3%. However, between 2008 and
2020, that number collapsed to around 0.5%.

And, when you consider how closely linked it
is with employee engagement, it's no wonder
productivity and performance has jumped up
our ranking of HR professionals’ top priorities.
According to research by Gallup, organisations
with a highly engaged workforce are 21% more
profitable and 17% more productive than those
with disengaged staff.

When we asked whether performance
and productivity is getting any

better, over three quarters (77%) of
respondents said it's either getting
worse or staying the same. That said,
more than one in five (23%) said things
were improving.

Once again, when it comes to the biggest
challenge associated with performance and
productivity, skills shortages lead the way - as
chosen by 24% of our respondents. Other factors
cited as having an impact include low morale

and motivation (17%), difficulties with cross-
departmental collaboration (15%), complex internal
processes and lack of empowerment to make
decisions (both 13%).

Interestingly, just 8% said remote and hybrid
working was a barrier to performance and
productivity. With some larger organisations
mandating a return to regular time in the office,
are they risking a backlash? And, as different
generations demand different levels of flexibility
from their employers, will we see a future
generational battle for talent?

T
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Diversity is still a focus —
but leadership is a barrier

While equality, diversity, inclusion and
belonging (EDIB) may have fallen two places
to eighth in our ranking of HR priorities, it
was actually highlighted as a priority by a
larger percentage of respondents than in
2022 (21% this year versus 17% last year).

That makes it clear that EDIB is still an
important area of focus for most HR
professionals, so we asked whether the
organisations they work for are getting
more or less diverse, and what the barriers
are to creating and maintaining a diverse
workforce.

Nearly half (46%) said their organisation
had become more diverse over the past
year, while 49% said the make-up of their
workforce had remained largely the same.
Just 5% said their organisation was less
diverse than it was a year prior.

When asked about the biggest barriers to
diversity initiatives, respondents cited two
challenges: attracting diverse people to the
organisation in the first place (33%), and that
senior leadership isn't representative of a
diverse workforce (28%).

Worryingly, one in nine also
said they didn’t feel senior
leadership was committed
to diversity and inclusion.

Is there a connection between leadership
composition and attracting diverse talent,
or is something else at play? We think it
starts with leadership, in terms of both
commitment and representation.

Indeed, creating a working environment
where all voices feel heard was cited by 15%
of our respondents as the biggest diversity
challenge they're facing.

But the increasing diversity of employee
groups across industries highlights the
importance of being able to reach all your
people, to give every single employee a
voice. How else can you truly understand the
impact of your leaders?

During the past year, how has the diversity of your workforce changed?

5%
Less diverse

46%
More diverse

49%
The same

What's the biggest challenge when it comes to diversity?

33% Attracting diverse people to the organisation

28° People in senior leadership positions are
% not representative of a diverse workforce

Creating a working environment
o,
15 % where all voices feel heard

1?% Lack of required resources to invest in training,
3 O recruitment and development programmes

11% Senior leadership are not committed enough
o to diversity and inclusion initiatives

13
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Employee engagement remains
a significant challenge

We asked respondents
whether employee
engagement in their
organisation over the past
year had got better or
worse. More than a third
(36%) said engagement
levels had improved, while
40% said they were roughly
the same - however,almost
one in four (24%) said
engagement declined.

That's more than
half (64%) of the
HR professionals
we spoke to

During the past year,
at your organisation,
how has employee
engagement changed?

saying employee
engagement

levels have either
remained staghant
or worsened over the
course of the past 12
months.

That's a concern -
especially when you
combine it with last

year’'s data. In our 2022
research 18% said employee
engagement was on the
decline, so this year’s
numbers signal a worrying
continuation - suggesting

40%
The same

Improved

many practitioners are
struggling to turn this long-
term trend around.

But, when we consider that
SO many organisations are
failing to run employee
listening surveys, should
lower levels of engagement
be a surprise?

And, more to the point,
how can those who are no
longer regularly listening
to their employees really
know the true answer?

36% 24%

Declined

64%

said employee engagement levels have
either stayed the same or got worse

52%

are using or considering
Al or similar technology

18%
Yes

28%
Maybe

Al and automation
are making waves

With Al and machine learning
exploding in popularity since
tools like ChatGPT began
making headlines at the start
of the year, we asked HR
professionals whether such
tech was on their radar.

Almost one in four (24%) said
Al or automation technology
was already being used
within their organisation

or would be implemented
within the next 12 months -
and a further 28% said they're
considering using it.

That's 52% in total who
are either using Al or
similar technology
right now, or who are
thinking about doing
so in the near future.

Considering how rapidly such
technology is being adopted,
how different will the HR
professional’s role look a year
from now?

On the flip side, 48% said
they're not planning to

Are you planning to use Al or any
other automation technology or
software within your organisation
over the next 12 months?

~

-

6%
Considering

48%
No

introduce Al or automation
technology any time soon.

And, when we look

at respondents from
traditionally ‘deskless’
industries such as
manufacturing, construction
and leisure and hospitality,
that number rises to just
over half of respondents
(51%) — suggesting Al and
automation is less of an
emerging trend for HR teams
in these and similar sectors.

15
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surveys at all

17%

Are not running

Some organisations risk

neglecting employee voice

In recent years, we've
reported the gradual decline
in companies relying on an
annual survey to listen to
their people, this appears

to have remained static

at 32% in 2023 (the same

as 2020). The pandemic
accelerated the adoption

of regular pulse surveys,
with HR professionals and
business leaders realising
that getting feedback once
a year couldn’t keep up with
the pace of change and
leveraging employee voice
to help shape hybrid
working practices.

Against the background

of the cost-of-living crisis
and focus on ‘harder’
business outcomes like
retention, performance and
productivity, our 2023 study
highlighted a step backwards
—17% of organisations are
not formally listening to their
people and of those that do,
slightly fewer are relying on
more regular pulse surveys.

Given the plethora of studies
showing the link between
employee engagement

and business outcomes,
like engaged employees
are 87% less likely to leave
their job (source: Corporate
Leadership Council) this is
surprising.

HR professionals can do
more to position employee
listening as a way of driving
retention and business
performance.

Here are our top tips:|

1. In your employee survey,
ask employees about their
future plans and whether
they plan to stay working
at your organisation,
and the reasons why. By
understanding the root
causes, you can take
action before your best
talent walks out the door.

2. It's often said that people
don’t leave companies,
they leave managers.

Ask for specific feedback
on what their manager

is doing well and how
they can improve.

Use this to pinpoint
managers that need more

support and coaching.

Embed an onboarding
survey. 31% of people
leave a new job in their
first six months (Bamboo
HR) so by ensuring every
new starter has a great
employee experience,
you'll reduce your new
starter turnover

. Use employee feedback

to crowd source new ideas
and leverage objective
data to help you prioritise
where to focus your
limited resources

Over time, link your
employee engagement
results to business
metrics like customer
experience, absence
levels and retention.
Demonstrating the return
on investment, using your
own data, is a sure fire
way to win over your CFO
and ensure employee
voice is a priority.

14%
At least once
every six months

32%
At least once
everyyear

1%
At least
once aweek

How often do
you survey your

employees?

Annual surveys are not
happening more frequently

50%| Annually

40% -

32% 32%

30% [~
20% [~

10% |-

2022 2023

8%

Other/I don't know

13%
At least once
aquarter

11%

Less frequently
than once a year

4%

At least once a month

Regular temperature checks are also being neglected

50% | Monthly
40% |
30% [

20% [~

10%

2022

2023

50%

40%

30%

20% [~

10% - - 4% 10%

Quarterly

23%

13%

2022 2023

17



We've covered a lot this year, so here
are the five things you should build
into your employee listening strategy
for the year ahead.

It's a vital, powerful tool in your arsenal — and the
only way you can really know the truth of what's
happening throughout your whole organisation.
By understanding your people, what they're
thinking and how they're feeling — and acting

on their feedback - you can make a tangible
difference to everything from recruitment and
retention to performance and productivity.

It's clear that retention is a challenge that isn't
getting any easier, but employee listening

can play a crucial role. By regularly gathering
feedback from your people, you can learn about
the things that are keeping them around - and
those making them consider leaving. Take their
feedback, make changes to meet their needs,
and watch your turnover rate drop.

Skills shortages are having a significant
impact in every industry from construction to
hospitality, and the best candidates are being
snapped up quickly. Use employee listening to
understand what's most attractive about your
organisation — and what's putting people off —
and have your pick of the top talent on offer.

Once an issue primarily for frontline managers,
performance and productivity has landed

on HR's plate — thanks to its close links with
employee engagement levels. By listening

to your people, understanding their wants

and needs, and making changes to improve
employee engagement, HR professionals can
make a measurable difference here.

A melting pot of lifestyles, beliefs, cultures

and opinions will only make organisations
stronger - but increased diversity represents a
challenge when it comes to employee listening.
How can you reach everyone, in a way they

can understand and that encourages them to
take part in surveys? You need an accessible,
flexible employee listening solution built for
hard-to-reach employee groups, that can handle
multiple languages and touchpoints.




Methodology

This report draws on insights derived from research conducted
with 456 HR professionals in the UK and US, who completed
an online survey about their organisations’ people-related
challenges, priorities and experiences between July and
August 2023. Respondents represented organisations of
varying sizes, across a wide spectrum of industries — including
both those with primarily ‘deskless’ workforces and those

with desk-based employees.

We have excluded responses of “I don’'t know"” and “other” -
on a question-by-question basis in the charts and figures

throughout this report, to keep to a ‘100%’ data set, while

retaining the integrity of the data.

Give your Everyday

About WorkBuzz Heroes a voice

Employee engagement surveys to reach your everyday heroes.

WorkBuzz helps you gather real-time feedback from your
people, improve employee engagement and build a culture
your team are proud to be part of - wherever they are, and
whatever they do.

Listen to your employees at a frequency to suit your business
—with annual surveys, pulse surveys and on-demand polls
available as standard.

4 N\ 4 N\ 4 N\
Understand key staff challenges around employee wellbeing, ﬁ?
health and safety, diversity and inclusion, recruitment, O ﬁ ﬁ
retention, and much more. Use our best-practice question ﬁ ﬁ
libraries or work with our team to create your own. ( ' O

—-7
Act on feedback and implement positive change. Work with E / 0

our team to understand what your data is telling you, and
which actions you need to take. Benefit from an engaged, Retain your best people Recruit new talent Create a high-performing
more productive workforce, and see an improvement in S y S y S workforce y
employee wellbeing, performance, and retention.

Give your everyday heroes a voice. Get started with a demo of
the WorkBuzz platform.

Want more from WorkBuzz?
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