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Employee Engagement
Attend to the ethical health of your culture
By Perry Tomlinson

W
hether or not employees are engaged with 
their organization depends on leadership’s 
relationship with them. The actions of 
leadership are a crucial factor in establishing 

and maintaining an ethical culture. High-performing 
organizations devote a lot of energy to the engagement 
of their employees, because they understand the benefits 
of engagement. Engagement of employees affects 
organizational performance and culture.

Internal auditors must understand that an organization’s 
“lived” values are important to defining the culture. These 
values should indicate how a healthcare organization will 
interact with patients, vendors, suppliers, communities, 
regulators and most importantly with their workforce. 
Organizations need to remember that the way they treat 
employees provides a template of how they will treat these 
other constituencies.

Engagement affects performance
Among the unmistakable signs and outcomes of an 
unethical or disengaged healthcare organization are low 
productivity, low morale, high turnover, high numbers of 
patient complaints and medical quality issues. McLean and 
Company reports that for every $10,000 of salary, $3,400 is 
a direct cost for a disengaged employee.1 When you do the 
math of the cost of disengaged employees, remediation 
costs and leadership development can easily be justified.

Leadership trainer Kevin Kruse wrote about the 
importance of employee engagement to the return on 

1 www.decision-wise.com/show-me-the-money-the-roi-of-employee-
engagement/

investment (ROI) for hospitals.2 Kruse uses concrete 
examples of the effects of employee engagement to 
remind readers that engagement is more important than 
employee happiness or satisfaction.

Examples of the behavior of engaged employees include the 
following:

 • Hospital workers make eye contact with all visitors.

 • Hospital workers escort lost family members to their 
destination.

 • Caregivers do not forget to wash their hands or check IV 
lines.

 • Caregivers make fewer mistakes with the administration 
of medications.

 • Night-shift workers are mindful of being quiet.

Kruse additionally reported that in a Gallup study of 200 
hospitals, engagement level of nurses was the number one 
variable correlating to mortality.3

Engagement affects culture
What does engagement have to do with culture? In a 
study by the Ethics Resource Center and the Hay Group, a 
correlation was shown between the levels of engagement 
and the ethical climate of an organization.4 Paying attention 
to your organization’s engagement gives you an advantage 
2 www.forbes.com/sites/kevinkruse/2015/02/26/the-roi-of-employee-

engagement-in-hospitals/

3 http://news.gallup.com/poll/20629/Nurse-Engagement-Key-Reducing-
Medical-Errors.aspx

4 https://www.bentley.edu/files/2015/04/15/Ethics%20and%20Employee%20
Engagement.pdf
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with your ethical culture. Knowing your ethical culture is 
critical because of the opportunity provided to improve it 
and reduce risks, including those related to fraud, inefficient 
and ineffective operations, regulatory violations and 
reputational damage.

Other studies address the importance of the culture to help 
those at risk for fraud and other unethical activities. They 
show that high-level ethical cultures, which include internal 
audit safeguards, can keep associates within acceptable 
bounds. Alternatively, weak ethical cultures, along with 
a strong desire to be included within the organization, 
can lead someone who would normally be unlikely to act 
unethically to actions outside of established bounds. Your 
culture is “the way things are done around here.”

Culture check-ups
As an internal auditor, you should expect to see an 
organization-wide process to periodically measure the 
level of employee engagement and employees’ perception 
of the ethical culture. Surveys of all employees should be 
used to determine if employees are engaged or not, and to 
what degree.

The results should be a valuable tool for use by leadership 
to obtain insight into what is important to employees and 
what disengages them. Additionally, the results can provide 
benchmarking and trending data, feedback on the ethical 
conduct of senior leaders and front-line managers, and 
clarity on the organization’s values. Finally, the results should 
be used to facilitate needed improvements in management 
and the working environment.

An independently conducted ethical and engagement 
survey is preferable. Independence and confidentiality for 
employees is important to the honesty of their responses 
to the survey, which should be factored when considering a 
simple survey from HR that may not be scientifically based in 
its design and analysis.

Cultural remediation
The feedback from the survey does not usually reveal 
anything leadership did not know. However, these issues are 
more likely to be resolved if leaders see the comments from 
employees in writing and are willing to address the issues. 
Also, receiving feedback from each department or division 

identifies many leadership development opportunities that 
could pay huge dividends for any organization.

These ethics and engagement surveys can give insight into 
areas within the organization that need attention to improve 
overall operational performance and financial health, and 
create a less risky environment.

When analyzing engagement survey results, employees 
need to be informed of any conclusions and findings. 
Employees who are asked to give feedback and are 
never provided evidence that management is aware of 
their concerns can become skeptical and distrustful of 
management. And even worse, if responses to issues that 
can improve the culture are not addressed, you would have 
been better off not asking employees for their opinions.

An independently conducted 
ethical and engagement survey 
is preferable to an HR survey.

In a client discussion, management was asked about 
earlier surveys that were performed. Our next question 
was how were the results communicated to all employees. 
Management’s response was, “We didn’t.” Surveying 
employees without the commitment to share the results and 
make reasonable efforts to make improvement is a serious 
mistake. Doing so risks damaging the relationship of trust 
leaders have with their workforce.

A white paper from the Association of Certified Fraud 
Examiners, “Tone at the Top,” states that if the tone at the 
top supports ethics and integrity, then employees will 
follow those same values. “Employees pay close attention 
to the behavior and actions of their bosses, and follow 
their lead.”5

One-on-one relationships
The most important attribute to affect your employee 
engagement and your ethical culture is the one-on-one 
relationship between employees and their supervisors. 
5 www.acfe.com/uploadedFiles/ACFE_Website/Content/documents/tone-at-

the-top-research.pdf

Employee engagement is more than employee 
happiness and employee satisfaction.
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Many organizations recognize the importance of addressing 
and improving employee engagement and have made 
changes in the way supervisors and employees interact 
around job performance.

Traditionally, an annual performance review and possibly a 
mid-year review have been the primary interaction between 
supervisors and their employees. Or, when an employee is 
not meeting expectations, the situation may move into a 
confrontational relationship that does not end very well for 
either party.

A culture of coaching has proven to be the best interaction 
to elevate employee engagement. When performed 
properly, coaching will:

1. Occur on a more frequent basis

2. Involve more questions from supervisors

3. Encourage active listening

4. Be positive but realistic

5. Focus on strengths of the employee

6. Identify obstacles to improvement

7. Provide more clarity about expectations

Coaching can address many of these drivers of employee 
engagement:

 • Someone has talked with the employees about their 
progress

 • Someone encourages their development

 • They have been praised recently

 • Their managers care about them

Conclusion
An elevated level of employee engagement equates to 
a high ethical culture and organizational performance. 
Cultural awareness, an intentional focus by leadership, and 
using the best tools to understand and affect culture are 
necessary to improve employee engagement.

Internal auditors need to consider employee engagement in 
their audits. The root cause of many issues, including fraud, 
may involve employee engagement. 

Perry Tomlinson is the Executive 
Consultant for the BB&T Center for 
Ethical Leadership at the Mike Cottrell 
College of Business at the University of 
Georgia. He can be reached at Perry.
Tomlinson@ung.edu and (770) 315-
2969.

with the construction documents—the contractor's 
proposal, the construction budget and the construction 
agreement. Therefore, all costs need to be explicitly detailed, 
in one form or another, before the construction agreement 
is signed and the project begins.

If the contract is vague and other construction documents 
do not address a cost, you must rely on what is customarily 
billable in the construction industry, and from a business 
perspective, what is a reasonable amount to pay. To 
manage these situations, have your attorney amend your 
organization's boilerplate contract for future projects, or add 
a matrix to the boilerplate contract of all potential costs and 
who is responsible for these costs.

Summary
Auditors can be helpful in controlling construction costs 
by verifying that GC, GR and TR costs are reimbursable by 

the owner under the terms and conditions of the contract 
documents. Any costs that should not have been billed to 
your organization can be considered an overbilling and 
recovered from the contractor. Lessons learned should be 
used to improve future construction contract documents. 

Ron Risner, MBA, CIA, CCA, CCP, is 
founder and President of Risner 
Consulting Group, Inc. (www.
risnerconsulting.com) of Orlando, Fla. 
His firm offers construction auditing, 
training and workpaper reviews. His 
book, The Practitioner's Blueprint 
to Construction Auditing, can be 
ordered at iia.org/bookstore. Ron 
can be reached at (407) 340-5204 or 
RonRisner@aol.com.

How to Differentiate Job Site and Indirect Costs  – continued from page 43
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