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ABSTRACT

Enpl oyee coul d be a conpetitive advantage of a conpany if conpany nanages its e npl oyees well. The
success of a conpany could be seen from how a conpany nanages their enployees and engages their
enpl oyees. Mbst of big companies put their enpl oyees intop pricrity in order to keep their top perfor mance.
These hig conpanies nanage their enpl oyees and try to engage their enpl oyees so that their e npl oyees coul d
generate high performance. In this study, enployee engagenent is the factor to exanine the conpany
perfor mance. The a mis to exanine the influence of enployee engagenent to enpl oyee perfor mance and
conpany perfor mance. Theories that are supporting this research are hunan resource nanage ment and theories
of enpl oyee engage ment from at her researchers. This research is a literature reviewresearch using qualitative
method. FFomseveral of researches about e npl oyee engage nent, this research finds that e npl oyee engagemne nt
has positive relaionship with conpany perfor nance. The environmnent of the conpany, such as the physical
space and di mate of the environment support the enployee engage nent process. The person itself, such as the
personality, the physical traits, the e notion of the person, also support the process of e npl oyee engage nent.

Keywords: enpl oyee engage nent, conpany perfor mance

I NTRODUCTI ON
Research Background

The nunbers of newentrants that pay in anindustry wll make the conpetition becone tighter and it
will nake the price of product become conpetitive. Indeed thisis benefit for consuners where consumners have
variety of choice wth competitive prices. But, the vast amount of conpetitars nakes conpany should share
their market share to its conpetitars. It nmakes conpany only can generate low profit nargin It happened
because of bargaining power of custoners is increasing Nitional econonic stahility is also factor of the
i ncreasi ng nunbers of newconpany that energe. Srong national econonic and well national security wll drive
investars fromather courtry toinvest inthat country.

Challenge for managers isto keeptheir comrpany survive inthe nidst of fight to get higher narket share
than ather conpany in order to get high margin of profit. These days, conpetition bet ween conpanies in an
industryis getting irtense. The players are nat only from wthinthe country but also fromabroad @ obalization
was the cause. It nakes a conpany to nake every effort to survive in an industry. Qobalization nmakes no
boundaries bet ween countries. It could nake conpany fromather country open an office in another country and
conpete wth aher conpanies from aother countries in the sane industry. Not only from abroad but aso
conpetitors from wthin country is aso make the competition becone rigid There is a la of new conpanies
appear that energing as vell bethe cause of tense comnpetition
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Increasing nunber of conpanies that energing nmakes conpetition bet ween companies becone tigh.
These conpanies nust have to survive in the midst of intense conpetition The most inportant strategic
problem faced by nanagers is to secure their conpany’s viability o economc survival in the industries in
whi ch they have chosen to conpete. Mcky (2008:39) explained that the qualities of desirable resources for a
firmare valuable in nitable and appropriable. In order to sustain conpany competitive advantage, conpany
shoul d have conpetitive advantage that aher conpany cannat i nitate or dfficult to copy. (ne that is not easy
toimtaeis human resource. Enployee could be conpany’s conpetitive advantage if conpany can nanage its
people well. Ar mperfor mance coul d be i nfl uenced by its e npl oyees.

Managing people will affect in conpany perfor mance. Mintaining the best enployee wll bring
advantage to conpany and result in perfor nance. In order to gaining the best e nployees, conpany shoul d back
to organizational vision mission objectives and strategy. Wiether or nat the job anal ysis is aready align with
organi zational vision and strategies. It wll i npact recruit nent and e npl oyee selection and fir m perfor nance.
Getting e npl oyees to commit tothe conpany, to pdedge their loyalty, is nat easy. Enpl oyee engage nent has
becone i nportart in conceptualizing and neasuring the i npact of hurman capital in organization of nany
different aspects of HR It provides a way of recognizing in working life It seerrs that e npl oyee engage ment
mekes a dfference at the individual, teamand organizational levels. Accord ng to the explanation above, there
is connection bet ween how conpany engages with its enpl oyee and conpany perfor mance. It is i nportant for
managers to know about the links between engaging enployees, conpetitive advantage and conpany
perfor mance inter mto achieve organi zational goals.

Research Qbj ectives

The objective for this research is to analyze the relationship bet ween enployee engagenent and company
perfor mance.

THEORETI CAL FRAME WORK
Hu man Resource Minagenent

Hu man resource depart nent is ani nportant part of an organization It nanages people onthe conpany.
A good hunan resource nanage nent has to be aligned wth organizational goals so that, cormpany objectives
coul d be achieved HRMis a nanagerial perspective which argues the need to establish anirtegrated series of
personnel policies to support organizational strategy. (Buchanan and Hiczynski, 2004: 679). HRM s a
distinctive approach to enploynent manage nment which seeks to achieve conpetitive advantage through the
strategic deploynent of a highly comnitted and capable workforce, wsing an array of cutural, structural and
personnel techniques (Sorey, 1995 5. Mcky (2008 4) posits that hunan resource manage nent is a dstinctive
approach to nmanaging the e npl oy ment relationship that seeks to achieve organizational conpetitive advantage
by strategically depl oying comnit ment and capable people using cutural, structural and personnel techni ques
(and irtervertions) in an integrated array (system). The fundanental purpose of HRMis to make sure that a
conpany has the right nunber of people, wth the required knowedge skills, ahilities (KSAs) and
conpetencies, a& an affordable cost and who are notivated and committed to achieving the current and strategic
need of afirm

Enpl oyee Engage nent

Enpl oyee engagenent is an individual’s invol venent wth, satisfaction wth and enthusias mfor the
work he or she does (Robbins and Judge, 2011 113). The idea of this ter mis tomake e npl oyees becone more
attach wth conpany so that they can work nore. Macey and Schneider (2008) nate that there are numerous
definitions of the construct, but that they all agree that e mpl oyee engage nent is desirable, has an organi zati onal
purpose, and has bath psychol ogical and behavioral facets inthat it invol ves energy, erthusiasm and focused
effort.
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Enpl oyee Perfor mance/ Co npany Perfor mance

Job perfor mance nay be akey indicator of the effectiveness of the HR systemand may also infl uence
firmperfor mance. Few researchers have exanined the relationship bet ween human resource practices and job
perfor mance. Mcky (2008:226) explained that one approach suggests that how well a person perfor ns depends
on their declarative knowedge (knowedge of facts), procedural knowedge (knowng howto do things) and
motivation (being notivated driven to do things), and idertifies the fdlowng eight basic job perfor mance
conponents: (1) job specific task proficiency, (2) maintaining personal dscipine, (3) denonstrating effort, (4)
facilitating peer and team perfor nance, (5 non-job specific task proficiency, (6) communication (witten and
oral) task proficiency, (7) supervision/leadership (8) manage nent/adninistration. Mtowdo e a. (1997)
defined job perfor mance as the aggregated val ue tothe organi zation of the discrete behavioral episodes that an
ind vidual perfor ns over astandardirterval of ti ne.

Previows Research

Dalal et d. (2012) indicated that the best predictors of overal enpl oyee perfor mance were trat negative
affect, enpl oyee engage ment, and job satisfaction Moreover, the resuts were unaffected by the removal of a
few behavioral itens from neasures of enployee engage nent. Mcey and Schneider (2008) showed that the
ter mis uwsed at dfferent times torefer to psychol ogical staes, traits and behaviors as well as their antecedents
and outcones. They conclude wththoughts about the measurenent of the 3 facets of engage nent and potertial
antecedents, especialy neasurenment via enployee surveys. Truss e d (2013) linked between enployee
engagement and perfor nance, bringing the two together to suggest that engagenent nay constitue the
mechanis mthrough which HR M practices i nmpact indivi dual and or gani zational perfor nance.

Enpl oyee Engage nent — | Conpany perfor mance

Fgure 1L Gnceptual Frane work
Source: Theoretical Review, 2014

RESEARCH METHOD

Type of Research

This study wll use literature reviewin order to find the answer of research questions. Sekaran and
Bougie (2009: 38) explained that literature reviewis a step-by-step process that invol ves the identification of
published and unpublished work fromsecondary data sources onthe topic interest, the eval uation of this work
inrelaiontothe problem and the docunentations of this work
Place and Ti ne of Research

This study conductedin Manado from Dece nber 2013 to January 2014
Data Qollection Mthod

This study use secondary method inter mof data cdlection Those data is taken frominternet, such as
journals and nagazines that published oninternet.
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Data Analysis Mthod

Sekaran and Bougie (2010:369) explained that qualitative data are inthe formof words. Exanples of
gualitative data are interview notes, transcripts of focus group, answers to open-ended questions, transcri ptions
of video recordings, accounts of experiences wth a product on the Internet, news artices, and the like.
Qualitative data can cone froma wde variety of pri nary sources and/or secondary sources, such as individuals,
focus groups, conpany records, government publications, and the Internet. The analysis of qualitative data is
ai ned at naking valid inferences fromthe often overwhel ning anount of cdlected data Qualitative data can
give data infor nation neaning and objective or purpose in certain condition In this study, those secondary
data wll be processed and will be dscussed Fom the discussion will conclude a result. The theoretical
framewor ks that support the statenent wll be taken fromat her journals.

RESULT AND DI SCUSSI ON
Resut
The I nportance of Enpl oyee Engage nent

(reating sustainable performance is what nostly conpany doin order to maintain its existence inthe
industry. Mirntain conpany’s assets and skills are the best wayto nmaintain conpetitive advantage. Aaker (1989)
assert the key to a sustainable conpetitive advantage is to nanage assets and skills. An “assets” is sonething
your fir m possesses such as a brand nane or retail location that is superior to the conpetition A “skills” is
sonethingthat your fir mdoes better than conpetitors such as advertising or efficient nanufact uri ng

Wthout the support of assets or skills it is unlikely that the sustai nable conpetitive advarntage wll be
enduring. A business strategy invad ves the way you conpete — what you do, the product strategy, positioning
strategy, pridng strategy, distribution strategy gl obal strategy, nanufacturing strategy, and so on Enployee
engagenent is an individual’s invol ve nent, satisfaction and enthusiasmfor the work he or she does. It is a
psychol ogical construct where enpl oyee feels atach with his ar her joh Engaged e npl oyees care about their
conpany and the fuure of their conpany. And enpl oyees are wllingto put their discretionary effort in order to
see the organi zational succeed

Engaged enpl oyees work with passion and feel a profound connection totheir conpany (Endres and
Mancheno-Snoak, 2008). Engaged enployees are enutionally atached to their arganization and highly
involved intheir job wth a great enthusiasmfor the success of their enpl oyer, going extra nile beyond the
enploynent contractual agreenent. In contrast to this are the nat-engaged empl oyees who are essertially
“checked out.” They are sleep walking through their workday, puttingtine — but not energy or passion —ino
their work Actively disengaged enployees are na just unhappy a work Engaging enployees is i nportant
whatever the patertial of the e npl oyee, but itis crucia for truytaented people who are likely patertia to have
leadershi p either nowor inthe fuure. Engagingtalerted peopl e needs to be atop organizational priority because
they are by definition especially precious possessions. They are particularly likely to find anather conpany if
they do nat feel that this one neets their needs for job satisfaction purpose and sense of self-worth

Mbdel of Engage nent and Osengage e nt

Model of enpl oyee engagenment and disengage ment conprises of two factors: the environnent and the
person The environment is a reflection of dl itens inthe environnent: the people in the environnent, the
physical space of environnment, the dimate of the environnent and so on The person is a reflection of
everything about the person: the emotion of the person, the personality of the person the physical traits, family
and so on (Shuck et d., 2010)

214 Jund EMBA
Vd.2 No.1 Maret 2014, Hd. 211-217



ISSN 23031174 I mmanuel M Sldahi, DP E Saerang, P A Mkel, Anaysis o Enployee ...

These elerments which are the environnent and the person irnteract and produce either engage nment
and or dsengage nment (Shuck et a., 2010). Wen they are positive, they interact to produce engaged e npl oyees.
When they negative they interact to produce dsengaged e npl oyees.

1) The environnent is conposed of bathtangible and intangible elenents. Tangible denents were defined as
itens the environment that is physically present. The tangible elenents is relationships wth co- wor kers and
supervisors as well as organi zational procedures and processes from

2) The person is conposed of irternal and external elenents. Bxternal elenents were defined as itens that
affected the person but were manifested outside of the person and viside to ahers. The external elements
included a person’s famly o their health The irternal elenents are defined as itens that affect the person
and are inside of the person such as feelings and enotions. Internal elenents included verbal representation
of cognitive or affectual processes such as confidence, trust, notivation feeling to be valued, a desire to
learn ownership and the need for challenge.

3) The interactions. The nodel suggests that depending on howthe person and the environnent irteract, bath
engagement and disengagenent could be a patential output. Further, that is no one factor singularity
contributes to the creation of engagenent and disengagement a work The developnent of engage nent
coul d be effected by a variety of variables.

Dri vers of Enpl oyee Engage nent

The drivers of engage ment can be seen as those fact ors that create engage ment ine npl oyees and also as
conponents of the enpl oyee propositionthat as organization offers toits people. Mt Bain (2007) idertified three
key dusters of drivers: the organization nanage ment and leadership and working life Table 4 2 idertifies the
conponent aspects of each cluster.

Table 1 Dxivers of Enpl oyee Engage nent

Manage nent and

The Qrganization Leadershi p Working Life
a) Crganizational cuture a) Senior nanage nent a) Recognition
b) Val ues and vision leadership b) Supportive cdleagues
c) The brand b) Line manager c) Developing paertia
organi zational o commt nent d) Qarity of expectations
product ¢) Co mirruni cation e) Hexihility

f)  Work/life balance
g) Involvenent in decision making
h)- Wbr ki ng environnent

Source: M Bain (2007)
O scussion
Enpl oyee Engage nent and Perfor mance

Perfor mance inthis case is conpany perfor mance and e npl oyee perfor mance. Enpl oyee engage nent
and perfor mance have a positive relationship. Dalal et al. (2012) conclude that the best predictors of overall
enployee perfor mance were trait negative affect, enployee engagenent, and job saisfaction Enployee
engage ment is stronger predictor of positive organizational performance clearly showng the two-way
relationship between enployer and enployee conpared to the three earlier constructs: job saisfaction,
enpl oyee comnit nent and organizational dtizenship behavior ( Mrkos and Sridevi, 2010). Mnguc e 4.
(2012) concluded that Supervisory feedback and percei ved autonony pronoted service enpl oyee engage mert,
engage ment has i nplications for customer-related outcomes, engage ment operates as ful nediator supervisory
feedback and custoners’ evaluation of enployee perfor nance. Mnguc et al. (2012) believe that this is
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i nportant because it illustrates the process by which some resources such as feedback can be related to
custoners’ opinion of how the organization is performi ng These resources are too far renoved and thus distal
to affect custoners’ opinion concept to custoners’ assess nent of enpl oyee perfor mance. Waen enpl oyees are
engaged, this affects howthey behave and irteract wth custoners, which is evidenced in higher eval uation of
perfor mance fromcustoners ( Mnguc, 2012). This i nplies that when organi zations desireto change customners’
eval uations of enpl oyee perfor nance by providing more resources such as feedback managers need to ensure
that such feedback translates into engage nent if the invest nent is to have a chance of altering custoners’
perception of service performance.

Studies have found that there is positive relationship bet ween enpl oyee engage ment and organi zati onal
perfor mance outcones: enpl oyee retertion productivity, profitability, customer loyalty and safety. Harter et d.
(2002) reported that engagement is positively related to i nportant business perfor mance netrics such as
custoner satisfaction loyalty, profitability and productivity. In that engaged enployees wll work out of
happi ness, excitenent and the sheer joy of providing excellent service to custonmers. Researches also indicate
that the nore engaged enpl oyees are, the nore likely their enployer is to exceed the industry average in its
revenue growh

Enpl oyee Engage nent Srategies

Most enpl oyees are influences by their environment, even those predisposed to flourish can fd d under
pressure. Spreitzer and Porath (2012) explained 4 nechanisns that create the condition for thriving e npl oyees.
There are providing decision naking discretion sharing information. nminim zing incivility, and offering
perfor mance feedback The nechanisns overlap sonewhat. For instance, if you let people nake decisions but
gi ve the minconpl ete information or leave the mexposed to hostile reactions, they wll suffer rather than thrive.
One nechanismby itself will get you part of the way, but al four are necessaryto create a cuture of thriving

The four nechanisns that hel p e npl oyees thrive don nat require enor mous effort o invest nents. WAat they
do require is leaders who are open to e mpowering e npl oyees and who set the tone. The nechanisns reinforce
one anather. Qeating conditions for thriving requires concerted atertion Mithis (2013) explainedin his artide
that in order to getting engaged there are three strategies for engage ment. They are affinity (believing in the
effort), affiliation (partid pating inthe effort), and autono my (hel pingto create effort).

CONCLUSI ON AND RECOMMENDATI ON

Concl usion

The result and discussion chapter showed that engaged enpl oyees are enotionally attached to their
organization and highly invol ved intheir job wth a great enthusias mfaor the success of their enpl oyer, going
extra nile beyond the employnent cortractual agreenent. This enthusiasm focused effot from engaged
e npl oyees wil affect totheir perfor mance as an enpl oyee as vell as affect totheir conpany perfor nance.

There are two elenents that support e npl oyee engagenent happens. They are the environnent and the
person The environnent is areflection of al itens inthe environnent, which are the people inthe environnent,
the physical space andthe cli mate of the environnent. The personis a reflection of everything about the person,
whi chisthe enution of the person the personality, the physical traits, fanily and so on

Reco mne ndati on

In arder to engage enpl oyees, conpany should nmake regulation that sti mulates the e npl oyees engages
withthe conpany. Conpany is recomnended to provide decision- nmaking discretion to its enpl oyees, sharing
infor mation anmong its enployees, mini mzing incivlity to enpl oyees and offering perfor nance feedback to
enployees. Asa conpany is recommended to create an environment that sti nulates the enpl oyees to engage
withitsjoh
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