Advice for Boosting Employee Retention in Today’s Business Climate
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Over the past year, | have noticed that many of my coaching conversations involve employees who are seeking new
opportunities for a myriad of reasons that run the gamut from compensation dissatisfaction to lack of recognition or
career growth at their current firm. A July 2024 article by the Gallup organization (Corey Tatel and Ben Wigert) indicates
that “half of U.S. employees are watching or actively seeking a new job, continuing a recent upward trend.” They
further suggest that “employees’ long-term commitment to their organizations is currently the lowest it has been in nine
years.”

These trends point to an alarming reality for many organizations. The good news is that many of these situations are
preventable if employers take a more proactive approach to understanding the reasons employees leave firms, and then
implement practices that are specifically designed to retain valued employees.

What are the main reasons employees leave their jobs?

We need to assess the underlying impetus for employee turnover because it costs businesses a significant amount of
money. The cost of employee turnover not only includes direct costs (such as the cost associated with hiring a
replacement) but also indirect costs (such as a reduction in team productivity following the employee’s departure).
Estimates of these costs range from 40% of an entry-level employee’s salary, to as much as 200% of the salary for a
Manager or Leader.

Although the prevailing literature on the topic of employee turnover causation provides numerous employee
motivations, | find the reasons articulated by Michele McGovern particularly insightful and worthy of further
consideration. In her December 20, 2024 article published in HR Morning, Michele offers four primary reasons
employees quit their organizations, including the following:

= Get Out — Employees who want to get out, cannot see a way to thrive in their job or feel like they are in a dead-
end position and are not supported or challenged. The Manager can play an important role in this situation, and
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has many tools that can be used to remedy this issue, including job enlargement, job enrichment and / or job
rotation.

Regain Control — Some employees quit to regain control because they feel overwhelmed in some aspect of their
life — either the work part or the personal life part. Maintaining open lines of communication between the
employee and the Manager can often address this issue and lead to a more manageable situation for the
employee.

Regain Alignment — Employees who leave the organization usually feel like their employer does not value their
experience, knowledge or expertise. They are thus looking for an opportunity or role where they can use their
skills more fully, while being respected and acknowledged for their contributions. A company’s rewards and
recognition program can be a useful tool (and first step) to successfully tackle this issue.

Take the Next Step — Those who wish to take the next step have usually reached a career or life milestone, and
desire an exciting place to take on more responsibility and move up the career ladder. For employees who have
demonstrated their knowledge and expertise to the organization, there are many approaches that can help deal
with this issue. For example, they can be asked to serve as a subject matter expert and instruct other employees
as part of the firm’s professional development program. Others who wish to advance their careers should be
evaluated for promotional opportunities if they are ready to assume greater responsibilities and expand their
span of control as Managers or Leaders in the organization.

What can be done to retain valued employees?

The reality in today’s business environment is that not all employees should be retained, and limited turnover for

employees whose performance does not meet performance standards is both normal and warranted. Once the year-

end Performance Review has been conducted, the Manager is in an excellent position to determine which employees

add value and thus should be retained, and which ones should either be reassigned to other responsibilities or

encouraged to seek opportunities outside of the firm.

For those who are valued, there are many approaches that leading companies use with great success to retain their

services. These are called employee retention best practices and include the following:

Better Recruiting and Hiring Practices — Retention starts up front with the selection and hiring of the right
employees. Managers should be trained how to conduct effective interviews that include an understanding of
both situational and behavioral interview questions. They should also be taught how to evaluate candidates for
both job fit and culture fit, so new hires possess the right skills and the ability to thrive in their new corporate
culture.

Enhanced Onboarding Programs — Firms can jump-start employee performance by implementing
comprehensive onboarding programs that prepare new hires for a positive and productive work experience. A
multi-day agenda should include an introduction to the firm’s policies, procedures and culture. It should also
establish performance expectations and explain how performance is evaluated and rewarded in the new
organization. Company benefits should also be discussed so employees can enroll in programs that meet their
personal needs and take advantage of perks that are offered by the company such as fitness centers, employee
discount programs, childcare assistance, tuition reimbursement and corporate cafeteria plans.

Competitive Compensation Plans — Organizations should conduct regular salary surveys to ensure they are
paying a competitive wage and offering benefit plans that are comprehensive in both scope and variety. For
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example, is paying a “market rate” acceptable or should the firm pay “above market” to attract and retain the
best talent? They should also ensure that Managers are trained how to conduct effective performance
evaluations that tie compensation decisions to good performance. Routine conversations with employees about
their pay trajectory are equally important to assure they feel valued and understand how top-notch
performance translates into compensation success.

= Excellent Rewards and Recognition Programs — Companies should make certain that rewards and recognition
programs supplement compensation plans and offer employees an effective way to be recognized for their
accomplishments. The best firms utilize gift cards, company merchandise, additional time off, spot bonuses,
newsletters and other approaches to ensure that top performers who achieve business success are valued and
appreciated.

= Effective Coaching and Professional Development — Managers play a key role in engaging employees and
preventing turnover. Ongoing and meaningful conversations about issues that impact job satisfaction,
performance and career advancement are essential to developing and retaining top talent at the firm.
Additionally, employees need to be apprised of professional development opportunities that are available at the
firm, and encouraged to participate in those that support their ongoing career development plan. As
appropriate, mentoring programs, special assignments and management / leadership development programs
should be considered for employees who show the aptitude, interest and ability to benefit from them.

=  Strategic Job and Work Flexibility — In todays’ business environment, Managers need the ability to offer valued
employees flexible work arrangements that support both business and employee needs. Whether these include
work-from-home or flexible work schedules (such as flextime or a compressed work week), they are a valued
benefit that enhances job satisfaction and employee engagement for those who take advantage of them. In
many cases these approaches also yield more effective employees who replace commuting time with productive
work time.

What are the tangible benefits of employee retention?

The evidence is clear that firms who invest in their employees and take the necessary steps to retain their valued
employees reap multiple positive organizational benefits. All of these combine to support an improved bottom line that
fuels a competitive advantage in the firm’s industry.

In my experience, the tangible benefits that accrue to such firms are as follows:

= Decreased turnover and absenteeism

= Reduced recruiting, hiring and training costs

= Enhanced engagement, employee satisfaction and commitment to work

= Improved individual and organizational performance

=  Better productivity, both individually and collectively

= Stronger company culture that can be sustained over time

= Retained institutional knowledge about strategy, operations and customers
= Improved customer experiences that fuel long-term revenue growth

The Challenge
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In conclusion, implementing effective employee retention best practices positions the enterprise to thrive in today’s
volatile business climate, and can often help sustain the organization when the economic environment declines.

If your firm does not have a good track record for employee retention, what is stopping you from taking steps to
improve this important organizational imperative so that you reap the tangible benefits, both short-term and long-term?

If you are interested in enhancing your performance in this area to achieve better business results, please contact me at

jeff@17gormanadvisors.com so we can discuss approaches that may work well for you.
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