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ABSTRACT

Why is important? employee recognition

 
 

A strategic approach to creating your recognition program 
directly in�uences customer and employee experiences, 
reduces turnover, and increases Company performance.

This paper presents a combination of independent 
research and real-world experiences that highlight the 
positive impact of a well-designed recognition program 
on Company Culture, and the in�uence it will have on 
Company performance.
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It is no longer enough to simply provide the best bene�ts along with a �exible schedule and work environment to 
engage, retain, and attract top talent. 

Company success is dependent on employee performance and productivity. Studies con�rm that aligning the 
employee and customer experiences will help ensure that business objectives are achieved. Simply put, if you want 
your customers to have great experiences with your brand, start with your employees.

Enabling your employees to better serve your customers by providing them with an amazing experience can be 
most cost e�ectively realized through a strategically planned and implemented employee recognition program. 
Your recognition program does not require signi�cant investment dollars and may be achievable with already 
allocated funds - if better executed. 

This paper shares how employee recognition is a foundation for creating a positive Culture that improves employee 
engagement scores, increases customer satisfaction, reduces employee turnover and improves business results. 
You’ll also learn how employee recognition programs generate a return on investment far beyond the �nancial costs 
for the program and can be substantially more impactful than the equivalent wages increases when seeking to 
drive sustainable employee performance and ongoing productivity.

Employee recognition programs reward and celebrate achievement above and beyond an employee’s daily 
responsibilities. A well-constructed recognition program will:

     •  Align both the company’s and the employee’s purpose and values
     •  Create clear goals and provide adequate tools for employees and managers to perform their jobs well
     •  Provide a clear path for employees to develop, grow, and enhance their careers
     •  Deliver analytical data that can be used to improve and grow methods of recognition

From the employee perspective, recognition is no longer a “nice to have.” With the battle for talent so intense, over 
90% of CEOs surveyed in an Incentive Research Foundation trend study say that they are already changing or intend 
to change their employee attraction and retention strategies. Employees in all age groups are looking for a more 
meaningful work experience. 99.4% of employees expect to be recognized for good work (Nelson).

Research shows that you can expect 57% more e�ort given by employees that feel recognized (Watson). Imagine 
the increased productivity and innovation that employees encouraged by a formal recognition program could 
provide.

To truly be e�ective in recognizing employees, organizations need to continuously track and manage the 
feedback and data from their recognition programs. (See additional suggestions in the section, “What Can Your 
Organization Do?”)

what is effective recognition?

introduction
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•  Improved communication  
   between sales, support sta�,  
   and customers

•  Improved responsiveness to    
   customers

•  Improved safety and plant  
   environment

•  Improved sta� retention

•  Improved employee   
   engagement and satisfaction  
   scores

•  Innovative sta� that drives  
   company growth

•  Better teamwork and   
   communications internally  
   that streamline processes

•  More skilled workforce

•  Promotion of diversity and  
   inclusion e�orts

Your recognition platform 
should drive these behaviors 
and provide these actionable 
metrics.

Many traditional recognition programs reward employees indiscriminately for 
presence rather than performance improvement. This does very little to attract 
and retain sta�. Examples of traditional recognition programs include:

To drive performance in meaningful ways, your recognition program should 
be based upon your organization’s strategic objectives, drive the customer 
experience, be consistent with your cultural  values, and address the 
expectations of your employees. 

While the above types of programs are often part of corporate traditions, they 
do not drive performance and have little or no impact on engagement scores 
or improving the customer experience. 

1. Years of Service Awards Does not drive new employee engagement.
2. Employee of the Month Often subjective and regarded as popularity   
    contests.
3. Holiday Parties, Birthdays, Retirement Parties Not performance based.

1. Acquire People have the drive to acquire things, experiences, status,   
    accolades, positions, etc. 
2. Bond People desire to be connected to others through friendships,   
    teams, and meaningful workplace interactions.
3. Comprehend People desire to be challenged, learn, demonstrate their   
    expertise, and excel in their chosen �elds.
4. Defend People have a strong sense of justice and want workplace   
    practices and policies to be fair.

traditional recognition

a new model

An e�ective recognition program will address the four basic emotional needs 
of employees (Nohria). These basic needs are:

In Nohria’s research it is clear that all employee emotional needs (Acquire, 
Bond, Comprehend, Defend) must be addressed in parallel to have the most 
direct impact to your organizations engagement, satisfaction, commitment, and 
retention. A strategic recognition program has the ability to address each of 
these four needs. (Continued on page 5.)

EMPLOYEE OBJECTIVES
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Some concrete examples of how a recognition program can address these needs are detailed below:

EMPLOYEE OBJECTIVES (cont.)

When an organization’s business objectives are aligned with the needs of employees, great results are achieved. In 
addition to improving growth and increasing revenue and pro�ts, the organization can also expect favorable results in 
the areas of customer satisfaction, social initiatives that help the community, and the organization may become an 
employer of choice. An e�ectively constructed recognition program allows the organization to clearly de�ne, 
communicate, and promote their objectives, helping the employee understand their role in the process.

Business Objectives

traditional recognition
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acquire bond

comprehend defend

•  Performance rewards   
   program
•  Service awards
•  Employee experiences  
   (travel, events, holidays)
•  Visbility of promotions,  
   certi�cations

•  Training programs
•  Skills-based awards

•  Transparency of change  
   initiatives
•  Visbility of recognition and  
   rewards as appropriate
•  Visbility of assignments

•  Social networking
•  Peer-to-peer recognition
•  Team-based campaigns or  
   competitions
•  Collaboration via groups  
   such as ERGs
•  Anniversary celebrations
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A successful program incorporates the business, employee, and customer objectives in the overall design of the 
recognition program. Behaviors are driven by the ways in which that recognition is given. (See “Imagine a Program 
that Drives the Following Behaviors” in the sidebar.)

Often, organizations de�ne their core values and set objectives in a vacuum based on decades-old beliefs, and are 
surprised when the program is not successful. Including a cross section of employees across the organization in the 
process will ensure that the sta� is not only engaged in the program, but you’ll have valuable input from all facets of 
the organization.

Your Stakeholders

We live in a fast-paced digital world. Leaders across all industries are focused on these 4 key areas to improve the 
employee and customer experience:

Incorporating these areas into your recognition program can be done in several ways:

Current Trends

traditional recognition
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•  Big Data Organizations are now relying on hard facts and results to make actionable decisions that result in   
   observable improvements throughout the organization. A recognition program will provide analytics that give   
   visibility to possible improvements.
•  Design Thinking Large organizations have started refocusing their e�orts on design-related principles to drive   
   desirable behaviors as they see a positive impact in growth. Designing spaces, applications, and experiences in a   
   way that meets the emotional needs of your employees and customers will drive loyalty.
•  Employee Experience Organizations are realizing that, by engaging employees and improving their work lives,   
   there is a direct impact on customer satisfaction. The employee experience should be one that meets the basic  
   emotional needs of all people. 
•  Organizational Change Management Organizations are constantly going through change. Ensuring that organizational  
   change is adopted and embraced by employees requires planning, communication, and management.

Big Data design thinking employee experience organizational change
Management

•  Reports providing   
   utilization, recognitions,      
   awards, redemptions
•  Aligning engagement,   
   satisfaction, turnover,   
   and commitment   
   scores with the  program  
   over time to validate

•  Create a recognition   
   platform that has   
   seamless integration with  
   your other systems (HRIS,  
   Intranet, CRM, etc.)
•  Make the platform easy  
    to use and 
pleasing
•  Incorporate design   
   standards that drive use  

•  Create a connected   
   workforce that promotes  
   and values your   
   organization’s internal   
   culture using social   
   networking and   
   recognition tools
•  Provide valuable rewards  
   and recognition for  
   performance

•  Drive end user adoption  
   of your new program
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Modern methods of recognition can take many forms and should be tailored to your organization’s unique needs. 
Some examples of more progressive recognition strategies include:

recognition functionality

traditional recognition
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1. Performance-Based Recognition and Rewards
     a. Managers award based upon exceeding expectations in any of the de�ned program objectives
2. Peer-To-Peer Recognition
     a. Employees can recognize each other, thereby building unity and camaraderie
     b. Employees can nominate coworkers for awards, thereby driving a culture of compassion,   
         appreciation, and inclusion
     c. Employees can recognize peers during milestone events with memorable videos aligned to   
         company objectives
3. Employee KPI Dashboards
     a. Employees can track their own improvements and scores as related to de�ned program   
         objectives
     b. Responsibility for an employee’s growth and performance is self-driven and valued 
4. Referral Awards
     a. Some of the best employees can be referrals from current employees
     b. Employees that provide referrals generally consider their place of employment a great place to  
         work!
5. Digitally Enabled
     a. Publicly visible recognition through social media creates a culture of appreciation
     b. Responsive design allows interaction across devices and appeals across generations
6. Consolidated Platform
     a. Combines multiple types of recognition programs under one umbrella to reduce costs
     b. Provides comprehensive and actionable analytics so recognition e�orts can be aligned, 
         redundancy is eliminated, and executive leadership can have a seamless view of recognition   
         e�orts across the organization
7. Innovation Recognition
     a. Driving innovation in the employee base is helping organizations to advance, be more   
         competitive, and increase their customer demand
     b. Employees that help drive innovation in their organizations feel involved, valued, appreciated, 
         and ful�lled

7



recognition impacts tenure
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Today, most employees do not stay with an organization for life. Younger 
generations value experience over longevity and even salary. Employees 
expect to be recognized, appreciated, promoted, and valued. 

But while turnover is to be expected as employees look to gain a diverse set 
of skills and experiences, there are measures that your organization can take 
to minimize the impact and retain top talent. 

Turnover impacts the bottom line directly: An estimated $11 billion is lost every 
year due to turnover (Lipman). A SHRM study indicates that it can cost 
50%–60% in direct replacement costs of an employee’s salary. This does not 
account for other separation costs such as disruptions to team-based work, 
new hire’s compensation, hiring inducements, formal training, productivity loss, 
etc. (David G. Allen 3–4). While studies on turnover cost vary (see Figure 1), the 
fact remains that it costs organizations a great deal to replace talent.

A strong recognition program means that your sta� is seven times more likely 
to stay with your organization and eleven times more likely to feel completely 
committed to their jobs (Economy). 

Turnover has a deep �nancial impact on an organization. Retaining more of 
your current employees will positively impact recruiting, training, and transition 
costs. 

A Gallup study shows that 
engaged employees are 63% 
less likely to leave their jobs if 
they won $10 million in a 
lottery (Jim Harter & Sangeeta 
Agrawal, 2013).

Approximately $11 billion is lost 
every year due to turnover 
(Lipman, 2012).

A SHRM study indicates that it 
can cost 50%–60% in direct 
replacement costs of an 
employee’s salary (David G. 
Allen, pp. 3–4).

turnover
statistics

Cost to Replace Employee

Low-Paying
Positions

16% 20%

213%

Mid-Range
Positions

Executive
Positions

300%

200%

100%

0%

Figure 1 (Boushey)
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recognition impacts culture
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A positive workplace culture (the attitudes, behaviors, and achievements of 
your employees) is directly impacted by your organization’s recognition 
strategy. Improvements in workplace culture can deliver tangible bene�ts that 
impact growth, the customer experience, engagement scores, and retention. 

Implementing an e�ective recognition strategy is a major part of improving 
workplace culture. Happy employees equate to:

Employees are six times more likely to promote and endorse their company as 
a great place to work if they feel recognized and engaged. A great organization 
places value on purpose, cultural values, diversity, inclusion, teamwork, and 
positivity. 

In a 2014 study conducted by the Advisory Board Company, seven of the top 
ten drivers that impact engagement relate to workplace culture and the 
employee experience (Anne Terry):

Although many believe that Millennials are driving the quest to �nd work with a 
purpose and a mission they can believe in, this appeals to all employee age 
groups. Likewise, the need to be recognized for accomplishments and 
rewarded for e�orts above and beyond the expected job responsibilities 
crosses all age groups as well. An e�ective recognition strategy will drive the 
positive attitudes and behaviors of your employees, contributing to the culture 
of the organization. 

1.  I believe in my organization’s mission
2.  The actions of executives in my organization re�ect our mission and 
values
3.  My ideas and suggestions are valued by my organization
4.  My organization recognizes employees for excellent work
5.  Executives at my organization respect the contributions of my department
6.  I understand how my daily work contributes to the organization’s mission
7.  My organization provides excellent service to customers

A Gallup study shows that 
engaged employees are 63% 
less likely to leave their jobs if 
they won $10 million in a 
lottery (Jim Harter & Sangeeta 
Agrawal, 2013).

Approximately $11 billion is lost 
every year due to turnover 
(Lipman, 2012).

A SHRM study indicates that it 
can cost 50%–60% in direct 
replacement costs of an 
employee’s salary (David G. 
Allen, pp. 3–4).

cul•ture

•  Happy Customers Drives revenue growth and improves satisfaction
•  Innovation Maximizes the on-sta� knowledge to keep your organization 
   ahead of the competition and providing the best possible customer 
   experience
•  Intiative Inspires employees to be proactive & helps create a responsible, 
   autonomous workforce
•  Extra E�ort Drives employee satisfaction in their career and results in 
   maximizing productivity
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Recognition Impacts Engagement
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Engagement is di�erent than recognition, happiness, or satisfaction. Engagement is an indication of “the emotional 
commitment the employee has to the organization and its goals” (Kruse). Most organizations already conduct 
employee surveys that track engagement, however, according to Gallup, 69% of American workers are not engaged 
(Adkins). Disengaged employees are detrimental to the culture and expensive for the organization.

Experience shows that organizations can signi�cantly improve these scores by focusing on employee recognition. 

A Gallup study shows that improved employee engagement positively impacts productivity, pro�tability, reduced 
defects, lower turnover, reduced safety incidents, and absenteeism (see Figure 2). 

In building this culture of recognition, your organization will �nd that your employees are �ve times more likely to feel 
valued (Economy).

employee engagement affects
key business outcomes

The #1 best-in-class strategy for improving employee engagement is a strategic, 
integrated employee recognition and rewards program (The Aberdeen Group).
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Recognition impacts the customer experience 
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A Deloitte Development study in 2012 showed that 41% of customers like happy employees and it positively impacts 
their experience. 

A Gallup Business Journal article reports that Business-to-Business companies are especially at risk of losing 
customers: 60% of their customers are indi�erent and are buying the function rather than the brand. 

Gallup also �nds that only 62% of employees surveyed believe that their company delivers on its brand promise. The 
�rst step to improving the customer experience is to ensure that the employee believes that the company will deliver 
on its promise. Once employees are engaged in the process as well as the mission, they can better communicate that 
value to the customer so that they are buying the brand.

Recognition improves financial performance
We’ve talked about how recognition programs can positively impact tenure, culture, engagement, and the customer 
experience, all of which impact the bottom line. Improved engagement leads to a positive impact in pro�t by 25–85%.

When implemented properly, with organizational change management (OCM) practices and CEO level support, 
recognition programs will save money and drive greater growth and funding.

A 12-month study across 50 global co.

High Employee Engagement Low Employee Engagement

12-Month Change 
in Operating 

Income

12-Month Net 
Income Growth 

Rate

12-Month EPS 
Growth Rate

A 3-year study across 40 global co.

impact of employee engagement
on financial performance

impact of employee engagement
on business performance
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19.2%
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27.8%

Operating Margin Net Pro�t Margin

4%

3%
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1%

0%

-1%

-2%

-3%

-4%

3.74%

-2.01%

2.06%

-1.38%
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Recognition improves financial performance (cont.)

What Can Your Organization Do?

E�ective recognition programs increase employee 
engagement scores. Studies show that the top quartile of 
organizations with high engagement scores (23,910 surveyed) 
will result in an average of 12% more pro�t (James K. Harter). 
Engagement a�ects the bottom line. Towers Watson research 
shows that companies who employ recognition programs 
that drive engagement have higher operating margins by as 
much as 27.4%.

When implementing a new rewards and recognition program, remember to take into consideration the following:

Low 
traditional 

engagement 
companies

High 
traditional 

engagement 
companies

High 
sustainable 

engagement 
companies

Employees are an organization’s most valuable asset. When treated with appreciation and recognition, they will 
become e�ective promoters and advocates.

Same-year operating margin: Study of 50 global companies

30%

25%

20%

15%

10%

5%

0%

9.9

14.3

27.4

Figure 4 (Amrita Prasad 5)

1.  Conduct employee focus groups to ensure that your program incorporates and aligns to employee needs.
2.  Plan well in advance so that a proper communication, marketing, and training plan can be put into place   
     to drive end-user adoption of the new program.
3.  Ensure senior level executive support for the program. Include them in the high level strategy and   
     planning sessions where appropriate and at the very least keep them apprised of your e�orts. Ensure   
     that they will visibly support the new program.
4.  Create a baseline of data from which to track improvement based upon your new recognition program.   
     You should know before and after scores for employee engagement, employee satisfaction, turnover, etc.
5.  Make sure you are not just tracking utilization. If utilization is not actually impacting the employee   
     experience and business objectives, then your money would be better spent elsewhere.
6.  Ensure you carefully align the performance objectives, core values, and reasons for rewarding with your   
     company objectives.
7.  Don’t overlook design issues. If your platform is di�cult to use and not a pleasant experience, then the   
     program will be of little use.
8.  Ensure the rewards you provide are relevant to your workforce. For example, did you know that    
     millennials love to give to charity? Give them that option.
9.  Ensure that you make the program fun and engaging! Roll it out with excitemen.t 
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what can your organization do? (cont.)
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A strategic recognition platform at your organization can address all of the modern day employee engagement 
concerns. It will improve overall employee engagement and customer loyalty. This platform can address:

Making the employee a priority means placing a high value on recognition. This creates a positive culture of 
appreciation and inclusion. It will build engagement and excitement around your core values and improve the culture 
of the organization. It will drive positive behavior change and increase workplace productivity and retention. 

A properly designed, well-implemented employee recognition program will return far more than the investment 
through increased retention rates, company growth, higher employee engagement, greater productivity, and 
increased pro�t margins.

•  Multi-generational workforce
•  Digitally and socially connected
•  Culture and values driven
•  Employee and customer experience driven
•  Consolidated platform (at a reduced cost overall)
•  Promotes company branding internally
•  Promotes talent development
•  Drives innovation (a way to stay ahead of the competition)
•  Increases revenue, pro�t, and company growth
•  Provides advanced analytics and metrics (by which   
    informed decisions can be made)
•  Executive and leadership supported
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