How to Reduce Costly New Hire Turnover

by Ross Blake

New hireturnover is some of the most expensive turnover many
organizations incur. It's costly because you've made an investment of several
thousand dollars in a new employee only to have them leave before you've
recouped your investment.

One study reported by SHRM, the Society for Human Resource
Management, said that replacing just one entry-level employee costs
$3,500.00 when all costs are tabulated. In addition, replacing higher-level
personnel, such as engineers, IT specialists, and good managers often costs
two to four times their annual salaries when all costs are considered.

New hireturnover isalso frustrating and time-consuming for
managerial staff and employees who remain on the job. Employees help
train anew hire, get accustomed to working with them, spend time training
and assisting them, and then the new hire leaves. They're frustrated because
they have to once again take on more responsibilities until the next new hire
arrives and help train them, too. And your HR department goes through the
same costly hire and train, hire and train cycle again. Customers may not
receive the attention and professionalism they're accustomed to, so they
reduce orders or purchase elsewhere.

Why don't mor e companies counter new hireturnover? Increasingly,
more and more companies are now becoming aware of the high financial,
productivity, expertise and morale costs turnover creates. In addition, they're
now less willing to look at employee turnover as"just another cost of doing
business."

Here are 10 steps specifically designed to help you reduce new hire
turnover and its costs and consequences in your organization.
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Retention Step #1: Know what new hire turnover costsyou.

Y ou need to know what new hire turnover is costing you, and report
these amounts to top management on a monthly basis.
There are several resources available for calculating these costs, including
this address which will take you directly to a cost calculator:
http://www.RetainsEmployees.com/calculator/index.html.

Knowing what new hire turnover costs you will help you make more of a
business case for actionsto reduce it, and will allow you to measure
progress.

In addition, remember there are other costs involved with new hire
turnover, including administrative time and lost productivity.

Retention Step #2: Find out why they’releaving.

Y ou need to know why good employees voluntarily leave your
organization so you can get candid information in order to make internal
improvements. Like most organizations, you probably already conduct exit
interviews, and you more than likely get some useful information.

However, most organizations would benefit by using an outside resource
to conduct exit interviews several months after the employee has | eft instead
of internally conducting interviews on the employee' s last day.

Why should you consider spending extra dollars to do this when you have
capable HR staff with experience in conducting exit interviews? For several
reasons.

a. A lack of trust or past concerns between the departing employee and
the interviewer can reduce the employee's willingness to share their
real reasons for leaving; instead, they give general responses such as
“It’s a better opportunity.”

b. Fear of retribution if the employee speaks honestly, including the
company attempting to renege on its agreements.

c. Fear of apoor future reference for speaking candidly.
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d. Fear that the company may call the employee's new employer and give
them a bad report (we know of more than one instance where this
occurred).

e. If several employees|eave an organization, athird party interviewer
can promise confidentiality and anonymity, something an in-house
Interviewer cannot do.

f. Ingeneral, people tend to provide more information to third parties
who are not employed by the company.

One of the goals of doing exit interviews isto make internal improvements
which will deter other employees from leaving. Third party interviews
usually pay for themselvesin terms of getting the candid information needed
to make such improvements.

Solution #3: Identify and discuss mutual expectations before you hire.
One of the key reasons new hires leave within the first three months or less
IS because the job, or the company, is not what they expected.

Most organizations do an insufficient job of explaining what the job is
like and what it will be like working for the company. In addition, they
typically ask for little or no new hire input in terms of their expectations of
the job and the company. Y ou need to determine if both of you are likely to
get your needs and expectations met before you hire.

When would you rather have this information? During interviews, or the
day the employee quits?

In addition, and thisis avery key point, conduct individual “update
meetings” with new hires every month during their first three months on the
job, and then every six months thereafter. Y ou’' re much more likely to
uncover and resolve potential issues before they become reasons for leaving.

Lastly, be certain your job descriptions are updated before you begin
searchingto fill a position.
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Retention Step #4: Conduct orientation when you have a new employee,
not when you have “enough” new employees.

Y ou want to get new hires up and running as quickly as possible. Some
organizations wait weeks, even months, before sending new employees
through orientation figuring they’ re saving time and money until they have
“enough” new employees to warrant running orientation.

I magine the negative message this sends to employees: “my job and |
aren’'t important enough for the company to send just me to orientation so |
have to wait until there enough other people.”

Delaying orientation delays information about the company, its culture,
products, services, customers, future plans, the contribution the employee
will be making, and how to be a success in their new job. Why delay giving
new hiresimportant information that will help them become more
productive and successful sooner?

Moog, a Buffalo, NY, manufacturer of precision control components and
systems for the aircraft, space, and defense markets, conducts its new
employee orientation program during every new employee’ s first three days
on the job-even if there' s just one new employee to go through it.

Retention Step #5: Welcomethem like they’ ve never been welcomed
before.

Thefirst day on the job is anxious and confusing enough for new hires;
they may wonder if they'rereally capable of doing the job, if they’ll make
mistakes, if their boss will like them, and if other employees will accept
them. Getting them off to agood start is a good practice.

Here's how an orthodontic practice in Syracuse helps its new employees
start their first day of work in away they’ll never forget. About 15 minutes
before the new employee arrives, the entire staff assemblesin the waiting
room. Each person brings a noisemaker of choice; when the new employee
arrives, the group celebrates by ringing bells, blowing horns, hitting gongs,
blowing whistles, throwing confetti, cheering, and applauding! The new hire
Is also welcomed with a banner, their own coffee cup, areceiving line, and
coffee and pastry. Some are no doubt startled by this, but imagine how much
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they feel welcomed! It's aday they’ll never forget in agood way, and it
says, “welikeyou,” and “we're glad you're here.”

Retention Step #6: Pay attention to where you're getting new hires
from.

Where you get new hires from isimportant. Did you know that new hires
referred to you by existing employees have alower turnover rate than those
you hire through employment advertising?

The reasons. an employee who refers someone to you already knows your
organization and what it’s like to work there. They can help a potential
employee determine ahead of timeif they’ll be happy working for you. If
they take the job, many new hires want to not only please the boss, they
want to please the person who referred them.

In addition, promote from within whenever possible including interns and
temporary help. Give cash awards to employees who refer successful new
hires to you.

Solution #7: Train supervisors and manager s how to work with and
encour age new employees.

New hires often do not get enough coaching and feedback in their new
jobs at a time when they’re unsure of their skills and feel vulnerable.

Asaresult, their performance is hindered in several ways. one, they don’t
get enough corrective feedback about how to improve their job performance
so they don’t perform as well as they could. This increases discouragement
while decreasing their confidence.

Second, they often don’t get enough encouragement or positive feedback
about what they’ re doing right, so they don’t get something which helps
build their confidence and motivation.

While encouragement isimportant with all employees, it's even more
important with new ones. Train supervisors and managers in corrective
feedback and praising skills, and when and how to give direction.

Retention Step #8: Use job previews.

-5-

©2006 Ross Blake, Retention Associates, All Rights Reserved. www.RetainsEmployees.com

Email: Info@RetainsEmployees.com




Y ou're already spending time with potential new hiresin second and third
Interviews. Y ou can increase your chances of making a good hiring decision
by holding ajob preview discussion with them.

For example, describe and discuss in detail such things as the company’s
work culture; its management style; customers; the people a new employee
will work with; job performance expectations; the activities which make up
the job; the core skills necessary to succeed in the job; the company’s
policies and regulations; promotion practices and career devel opment
opportunities; and working conditions.

In addition, be willing to respond to questions and concerns openly. If a
prospective employee asksif agreat deal of flexibility, including work
hours, are necessary due to the nature of the company’s business, answer
candidly.

Some companies don't hold this discussion because they fear it will drive
good candidates away; however, amore costly scenario is to have someone
|leave after only a short time on the job because it wasn’t what they wanted.

Being candid about the job and the company, including it’s “roses and
warts,” will deter some candidates; it will help you eliminate some
candidates; and will likely leave you with some candidates better suited for
the job as aresult.

Retention Step #9: Get a pledgethey’ll cometo you beforeresigning.

Ask new hires to make a pledge that they’ll come to you first before they
make a decision to resign or leave; in return, you pledge to listen without
judging them. Not everyone will do this, but it will give you an opportunity
to turn some situations around.

Retention Step #10: Ask recent new hireswhat you can improve,

One of the very best resources you have for how to improve your hiring and
orientation process and anew hire' sfirst few months on the job isto ask
those who have successfully joined your organization during the past three
to twelve months,

Using surveys, small groups, or one-to-one interviews, ask your recent
new hires questions like these:
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-How accurate was the company’ s description of the job and work culture?

-In what ways did the hiring/orientation program prepare them well for
their new job? In what ways did it not prepare them well?

-What el se should the company include or discuss in its hiring /orientation

program?

-Was anything promised by the company but not delivered?

-What are the most critical points for anew hire in the company, things

which “make or break” whether they stay or not?

-How often and well does their manager communicate and support them?

Most organizations don’'t ask these questions, yet the information is free,
valuable, and waiting for you.

Y ou can increase the number of qualified new hires you retain and turn
into productive employees while lowering unnecessary turnover costs by
implementing these and other action steps.

Ross Blake of Retention Associates helps
empl oyer s improve employee retention and reduce
costly turnover problems.

He hasjust written “ 10 Strategies to Develop an
Employee Retention Program’ which can be
downloaded at http://www.Retai nsEmpl oyees.com.

He can be contacted at 716-357-2265 or
| nfo@Retai nsSEmployees.com with questions or
comments.
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