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INTRODUCTION 

In the first chapter of The Roadmap for Employee Retention, we focused on the core elements of an 

Employee Retention Plan and how they should be incorporated into your overall corporate strategy. 

Elements of a Retention Plan 

 

 

This chapter focuses on one of the first steps that you need to take before diving too deeply into 

developing and implementing your employee retention initiatives.  

DEVELOPING THE CURRENT STATUS 

Understanding the current level of turnover, employee satisfaction and employee engagement is an 

important starting point. Without a clear picture of where your organization is, it will be impossible to 

know what to focus on, what goals to set and whether you are making any progress. 

The assessment of the current status takes into account many different aspects, including: The turnover 

rate, employee satisfaction/ engagement, levels of compensation (relative to the region and industry), 

workforce demographics, exit interview results, etc…  

You can think of the current status as a puzzle. Putting it together will give you the big picture of where 

the organization should be going. 
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Elements of the Current Status assessment 

 

TURNOVER RATE 

In order to understand if you have a retention problem (and to later track progress), you need to know 

your turnover rate. Since not all turnover is created equal, you also need to separate voluntary turnover 

(“I quit!”) from involuntary turnover (“You’re fired!”). Involuntary turnover is needed, not all employees 

are up to the challenge, but a high level of voluntary turnover points to problems in the hiring process.  

The calculation for turnover (adjusted for total, voluntary and involuntary) is: 

  

Your turnover rate is important internally in order to track your progress, but without an external view, 

you can’t tell if it is a problem. 

Say you have a turnover rate of 25%. Is that good or bad? 

If you are in manufacturing, where the average turnover rate is 12%, you have a lot of room for 

improvement. If you are in the leisure and hospitality sector (average turnover: 44%), you are doing 

well. The Bureau of Labor Statistics produces turnover analysis on a monthly and annual basis by 

industry and region. 
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WORKFORCE DEMOGRAPHICS 

It is important to understand your workforce, especially where they are in their lifecycle. If you are like 

many manufacturing companies, you have a lot of skilled and semi-skilled employees in their mid-to-late 

50’s. What plans do you have in place for when they decide to retire (how will you fill the gap). If you are 

in the IT sector, with a lot of millennials, what steps are you taking to ensure they stick around (and how 

are you keeping your talent pipeline full)?  

 

Due to demographics and economic forces, a lot of companies have a gap in middle-tenured employees. 

They have a large number of senior employees, a growing number of young employees, but not much in 

between. And the workforce is changing. In 2015, according to the Pew Research Center, millennials 

passed Gen Xers to become the largest segment of the labor force.  

Your workplace demographics also point to organizational culture issues that impact overall employee 

retention. Imagine a traditional, family business where everyone has “paid their dues” trying to recruit 

and retain millennials who want to “make an impact now”. Employees at both ends of the spectrum will 

be dissatisfied. 
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COMPENSATION STUDY 

There are a number of approaches to compensation. However, in order to make an informed choice, 

you need to know what the industry is paying for comparable positions.  

Some companies take the approach that they will pay below market rates and work with what they get. 

In this case you get people who don’t have the skills to go elsewhere for a higher paying position, with 3 

possible outcomes: 

1. They gain the skills they need and use the position as a stepping stone. 

2. They don’t have the skills and wash out. 

3. They develop the skills and stay loyal to the organization. 

Paying average rates ensures you stay competitive with “average” talent, but it will be hard to get and 

retain the “rock stars.” 

Employee assessment of their pay rate 

 

Source: PayScale 

Paying above the market average will definitely attract talent, but it has to be done carefully. First, you 

need to ensure you are getting the talent that you pay for. Second, you need to make sure performance 

goals and expectations are measurable and clearly communicated. Exceptional pay needs to be linked to 

exceptional talent and performance.  
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Whatever approach you take, it is important to understand that employees will likely feel that they are 

underpaid relative to the market. A study by PayScale showed that a large percentage of employees 

believe they are paid less than the market rate, regardless of the reality. 

The study also showed that employees’ satisfaction with their compensation improved when a manager 

sat down and discussed their pay with them.  

There are several sources that provide compensation data. It is important to periodically check up on 

them to make sure you are still aligned with your compensation strategy. 

EMPLOYEE SATISFACTION / ENGAGEMENT AND COMPANY CULTURE 

Knowing how employees view the company culture as well as how satisfied and engaged they are is 

important for setting improvement goals and tracking progress. 

Employee surveys are a useful tool, but they must be done correctly. Poor handling of an employee 

survey will actually set the organization back in terms of its retention goals. Some things to consider: 

 Management commitment: Senior management must be committed to the concept of the 

survey and to using it to make improvements 

 Communication: The purpose of the survey and what it will be used for must be clearly 

communicated. Equally important, the limits of the survey should be communicated. 

 Follow through: If you ask for your employees’ opinions, it is important to provide feedback and 

to be seen to make improvements based on the results (where possible). 

 Confidentiality: In order to ensure participation, the responses should be anonymous and kept 

confidential. 

 Focus: Don’t try to cover everything in one survey. It makes the survey unwieldy and difficult to 

fill out, and you won’t be able to act on everything. 

A recent study by Survey Monkey suggests that 45% of employees are not willing to spend more than 5 

minutes filling out a survey and 87% prefer multiple choice over open ended questions. The take-aways 

from this are that the surveys need to be focused (not too long) and have a mix of multiple choice and 

open ended questions. The multiple choice questions are great for developing metrics and tracking 

improvement. The open ended questions allow participants to express their concerns (or successes) and 

offer details that a multiple choice survey can’t provide. 

Conducting the same survey every 6 months will provide good feedback on the progress you are making 

toward your organizational goals. 
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Gallup’s Q12 feedback system provides a reliable tool to measure and track employee engagement. 

Their studies consistently show correlation between high survey scores and superior job performance. 

EXIT INTERVIEW RESULTS 

In the same way employee satisfaction surveys highlight the current status of the organization, exit 

interviews should be used to gauge the reasons employees are leaving. These results should be 

compiled and discussed with management to find trends and potential areas of concern. 

Exit interviews should happen in two steps. 

1. Formal exit interview: this is conducted at the time of the exit and should be performed by a 

neutral third party (such as HR). However, even with this, employees may be reluctant to truly 

express their concerns for fear of burning bridges. 

2. Follow up survey: 30-60 days after the exit, HR should follow up with either a phone or e-mail 

survey to reassess the reasons for the employee’s exit. Studies suggest that after that period of 

time, past employees become a little more willing to share their thoughts. 

CONCLUSION 

Not all of your data gathering and assessment of the current status needs to be completed before you 

launch specific employee retention initiatives. Some activities such as professionalizing your hiring 

process, can be started while you are documenting where you are. Other activities, such as employee 

engagement initiatives, should be started once you understand the engagement level of your employees 

and what motivates them. 

The recruiting process for new talent can be a key differentiator in hiring and retaining talent. The next 

installment of this series will focus on how you can professionalize your hiring processes to help ensure 

you keep the talent you work so hard to hire. 

Please check our website regularly for the next installments. 

About The Hunter Group 

The Hunter Group LLC, Michigan’s Premier Executive Search Firm, was established in 1995 to serve the executive search needs 

of a variety of industries and is committed to identifying and attracting high caliber leadership and managerial expertise for its 

global client base through its international delivery network. 

About Podium Partners 

Podium Partners LLC is a boutique management recruiting firm that focuses on searches for entry level, middle management 
and technical positions. Podium Partners tackles the hard to fill searches for hiring managers and corporate recruiters by 
providing a personalized approach not typically found with other contingency search firms. 
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