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Philosophically, employee retention is important; in almost all cases, it is senseless to 
allow good people to leave your organization. When they leave, they take with them 
intellectual property, relationships, investments (in both time and money), an occasional 
employee or two, and a chunk of your future. If you are committed to building an 
organization that will someday achieve what Jim Mullen of Mullen Advertising calls 
“corporate greatness,” employee retention should be at the top of your to-do list.  
Employee retention refers to the various policies and practices which let the employees 
stick to an organization for a longer period of time. Every organization invests time and 
money to groom a new joinee, make him a corporate ready material and bring him at par 
with the existing employees. The organization is completely at loss when the employees 
leave their job once they are fully trained. Employee retention takes into account the 
various measures taken so that an individual stays in an organization for the maximum 
period of time. Research says that most of the employees leave an organization out of 
frustration and constant friction with their superiors or other team members. In some 
cases low salary, lack of growth prospects and motivation compel an employee to look 
for a change. The management must try its level best to retain those employees who are 
really important for the system and are known to be effective contributors. It is the 
responsibility of the line managers as well as the management to ensure that the 
employees are satisfied with their roles and responsibilities and the job is offering them a 
new challenge and learning every day. 

0.1 KEYWORDS:  Working environment, employee relationship strategies, employee 
support strategies, employee growth strategies, employee compensation strategies. 

0.2 Importance: Employee retention has become a major concern for corporate in the 
current scenario. Individuals once being trained have a tendency to move to other 
organizations for better prospects. Lucrative salary, comfortable timings, better 
ambience, growth prospects are some of the factors which prompt an employee to 
look for a change. Whenever a talented employee expresses his willingness to move 
on, it is the responsibility of the management and the human resource team to 
intervene immediately and find out the exact reasons leading to this decision. Hiring 
employees is just a start to creating a strong work force. High employee turnover 
costs business owners in time and productivity.  

Why retaining a valuable employee is essential for an organization. 

� Hiring is not an easy process: The HR Professional shortlists few individuals 
from a large pool of talent, conducts preliminary interviews and eventually 
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forwards it to the respective line managers,  who further grill them to judge 
whether they are fit for the organization or not. Recruiting the right candidate is 
a time consuming process. 

� An organization invests time and money in grooming an individual and 
makes him ready to work and understand the corporate culture: A new 
joinee is completely raw and the management really has to work hard to train 
him for his overall development. It is a complete wastage of time and money 
when an individual leaves an organization all of a sudden. The HR has to start 
the recruitment process all over again for the same vacancy; a mere duplication 
of work. Finding a right employee for an organization is a tedious job and all 
efforts simply go waste when the employee leaves. 

� When an individual resigns from his present organization, it is more likely 
that he would join the competitors: In such cases, employees tend to take all 
the strategies, policies from the current organization to the new one. Individuals 
take all the important data, information and statistics to their new organization 
and in some cases even leak the secrets of the previous organization. To avoid 
such cases, it is essential that the new joinee is made to sign a document which 
stops him from passing on any information even if he leaves the organization. 
Strict policy should be made which prevents the employees to join the 
competitors. This is an effective way to retain the employees. 

� The employees working for a longer period of time are more familiar with 
the company’s policies, guidelines and thus they adjust better: They 
perform better than individuals who change jobs frequently. Employees who 
spend a considerable time in an organization know the organization in and out 
and thus are in a position to contribute effectively. 

� It has been observed that individuals sticking to an organization for a 
longer span are more loyal towards the management and the 
organization: They enjoy all kinds of benefits from the organization and as a 
result are more attached to it. They hardly badmouth their organization and 
always think in favor of the management. For them the organization comes first 
and all other things later. 

� It is essential for the organization to retain the valuable employees showing 
potential: Every organization needs hardworking and talented employees who 
can really come out with something creative and different. No organization can 
survive if all the top performers quit. It is essential for the organization to retain 
those employees who really work hard and are indispensable for the system. 

�  The Cost of Turnover: The Cost of Employee Turnover adds hundreds of 
thousands of money to a company’s expenses. While it is difficult to fully 
calculate the cost of turnover (including hiring costs, training costs and 
productivity loss), industry experts often quote 25% of the average employee 
salary as a conservative estimate. 

� Goodwill of the company: The Goodwill of a company is maintained when 
the attrition rates are low. Higher retention rates motivate potential employees 
to join such organizations. 
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0.3 Introduction:  Employee retention is a process in which the employees are 
encouraged to remain in the organization for the maximum period of time. “Today 
Talented persons are like frogs in a wheelbarrow, which can jump at any point of time 
when they sense opportunities.” Employee retention is more than just keeping employees 
on the job. It is also about sustaining employees, primarily by enhancing their job 
satisfaction, in turn, can increase productivity and keep employees energized and 
motivated to give their best. Job satisfaction can equate to employees who stick to their 
current employer and strive to perform at or above expectations and standards. Employee 
retention is commonly considered to mean the ability to maintain a stable workforce. It is 
often linked to morale and organizational productivity.  

Retention is not about managing retention, it is about managing people. The answer lies 
in quality work, responsibilities, recognition, respect, growth, opportunities, 
compensation, support and friendly supervision. If an organization manages its people 
well, employee retention will be taken well care of. Organization should force on 
managing the work environment to make better use of their human assets. With the 
changing times, both the employee & employer are under tremendous pressure to 
perform and succeed. There is fierce competition not only in the industry but also across 
categories. This new liberalized cutting edge technology driven environment has made 
employee retention mind-boggling. The fast pacing change across the globe has made the 
new employee & employer relationship irreversible. 

Five main reasons why employees leave 

1. "It doesn't feel good around here." This can include any number of issues to do 
with the corporate culture and the physical working environment. 

2. "They wouldn't miss me if I were gone." Many people don't feel personally 
valued. When people don't feel engaged or appreciated, all the money in the world 
can't hold them. 

3. "I don't get the support I need to get my job done."  People want to do a good 
job; they want to excel. At the same time, most feel as though their boss won't let 
them do a good job. When frustrations exceed the employee's threshold, they 
leave. 

4. Lack of opportunity for advancement. Advancement doesn't necessarily mean 
promotion. More often, it means personal and professional growth. People want to 
be better tomorrow than they are today. Personal growth constitutes a very strong 
driver in today's workforce, particularly with the younger generation.  

5. Inadequate employee compensation. People want fair compensation, but – 
contrary to most managers' beliefs – money rarely comes first when deciding 
whether to stay or go. A certain percentage of people will always chase more 
income, but the majority of workers look at non-monetary reasons first. Most 
people want opportunities to grow and learn, to advance in their careers and to 
work on challenging and interesting projects. They want to be recognized and 
appreciated for their efforts. 
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0.4 Five strategies for employee retention: 

1. Working environment: The primary employee retention strategies have to do with 
creating and maintaining a workplace that attracts, retains and nourishes good people. 
This covers a host of issues, ranging from developing a corporate mission, culture and 
value system to insisting on a safe working environment and creating clear, logical and 
consistent operating policies and procedures. Environmental employee retention 
strategies address three fundamental aspects of the workplace: the ethics and values 
foundation upon which the organization rests; the policies that interpret those 
values and translate them into day-to-day actions, and the physical environment in 
which people work. The overall goal is to make your company a place where 
people want to come to work. 

2. Employee relationship strategies: Employee relationship strategies have to do with 
how you to treat your people and how they treat each other. Developing effective 
employee relationship strategies begins with three basic steps: 

• Use behavioral style assessment tools, such as Myers-Briggs or DISC, to help 
people better understand themselves and each other and communicate more 
effectively. 

• Help employees to set life goals and get focused on where they want to go. Then 
help them to see how their goals match up with company goals and that they can 
achieve their goals by staying with the company. If people believe they can 
achieve their goals and objectives by working in your organization, they will 
think twice before going somewhere else to work. 

• Whenever possible, get the family involved. 

Ultimately, employee relationship strategies help to build a sense of family. In families, 
people have conflict and disagreements but they learn how to work them out. They stick 
together through good times and bad and support each other's growth. Families have an 
"all for one and one for all" mentality. 

3. Employee support strategies:  Employee support strategies involve giving people the 
tools and equipment to get the job done. When people feel they have what they need to 
perform, job satisfaction increases dramatically. All employee support strategies stem 
from three basic principles: 

• People want to excel. 
• People need adequate resources to get the job done. 
• People need moral and mental support from you and your managers. 

Employee support strategies start with employees and managers' attitudes. Information is 
another key area in employee support strategies. The more information you give people 
about what they are doing, what the company is about and why you do things the way 
you do, the more valuable it becomes.  
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4. Employee growth strategies:  Employee growth strategies deal with personal and 
professional growth. Good employees want to develop new knowledge and skills in order 
to improve their value in the marketplace and enhance their own self-esteem. Instead of 
“throwing” education and training, organize and structure the training so that it makes 
sense for the company and the individuals who work for the organization. Sufficient time 
should be taken to explore whether the employee’s needs are different and also the 
possible means to meet these needs. There are many ways to help your people with 
personal growth that not only make a difference in their lives, but bond them more 
closely to the organization. 

When offers of   these   kinds of learning opportunities are provided to the employees, it 
sets the employers apart from other employers and shows that they truly care about their 
employees. Its one thing to provide training that helps them to do a better job because 
your company benefits from it. It's another thing altogether to offer education on how 
employees can improve their lives. Take advantage of internet learning. 

5. Employee compensation strategies:  Effective employee compensation strategies 
stem from one fundamental principle: money alone will not retain most employees. In the 
olden days, companies essentially paid people for their time. Today, more and more 
companies pay for performance – in every position, not just sales. To retain employees, 
your compensation plan needs to incorporate this trend. 

Pay-for-performance plans come in a variety of shapes and sizes, but they all involve two 
basic activities: defining the job and checking performance against expectations. 

When people exceed expectations, give them a bonus. It helps to lay the plan out ahead of 
time so that employees understand your expectations and know what they have to do to 
get the bonus. But make sure you base it on predefined profit goals; so that you don't pay 
out if the company doesn't make money. 

Keep in mind that employee compensation constitutes only one piece of the puzzle. If all 
the other pieces – the environmental, relationship, support and growth strategies – don't 
fit together into one interlocking whole, you won't be able to pay people enough to work 
for you. 

In today's market, employees have control. They say: "You're lucky to have me working 
for you." If you don't believe that and treat them accordingly, they will quickly find 
another employer who will. That's why you need to have all five of these employee 
retention strategies in place. 

0.5 Practical standpoint of employee retention is important for the following 
reasons: 

• Replacing qualified employees can be extremely difficult, exceptionally 
expensive, and very often unnecessary. 

• Training new employees is costly. 
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• Poor retention creates a “revolving door” culture within the organization, 
lowering morale and confidence. 

• Poor retention affects your customers (no matter the type of business you have, 
your customers develop important relationships with their contacts within your 
organization). 

• High turnover eats away at your organization’s productivity, ability to deliver, 
and overall efficiency. This sad reality always manages to impact your customers 
negatively in one way or another. 

0.6 Principles of Employee Retention:  Employee retention is significant in theory, 
elusive in practice, and never-ending as a good and noble objective. The following are the 
principles of Employee Retention also known as “The Dirty Dozen”. 

1. Hire only the best candidates. The interviewers and those who make the final hiring 
decisions are the gatekeepers of an organization. They should be allowing only the cream 
of the crop to enter the organization. 

 2. Work to make sure employees are satisfied with their jobs. Your new employees 
will feel valued, motivated to do their best, and will take pride in being part of a 
successful organization  if the employees are interacted on a regular basis & offer 
feedback regularly. 

 3. Let it be known your organization wants the best. It is important that the 
organization informs its employees that, as a company, it is always on the lookout for 
exceptional talent and not just trying to fill open positions. This behavior demonstrates 
your commitment to hiring the best and speaks volumes about your organization’s overall 
commitment to seeking excellence.  

4. Develop your employees. Exceptional employees want to become even better. You 
can help by developing them by comprehensive career advancement program, mentoring, 
coaching, internal promotions etc. 

5. Create an atmosphere where fun is valued. People want to have fun, & fun lowers 
blood pressure, releases tension, eases stress, humanizes the workplace, and helps people 
to think.  

6. Get to know your employees. This is not easy, especially if the organization is very 
large say a Fortune 500 company, but if the organization is small an effort of a few 
minutes to step into your employees’ offices and ask a question or two about their 
projects will boost the employees morale (even if your company is really that large, 
managers can still get to know their employees). Get their opinions on industry trends. If 
you see family pictures, ask how old their kids are. The five minutes spent may turn out 
to be the best investment of your day.  

7. Communicate often and honestly.  Make sure that certain information is 
disseminated among your employees. Employees kept in the dark on news both good and 
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bad are generally not the happiest of employees. Regardless of the message, 
communicate often and effectively. An informed workforce is more effective than an 
uninformed workforce.  

8. Make sure your leaders lead. Always remember that your staff is watching you very 
closely, and that they have invested their careers, mortgages, futures, and trust in your 
capable hands. Make sure you earn that trust every day. Be very careful of saying one 
thing but doing another. As employees settle into the organization, they will do far less 
listening to what you say and far more watching of what you do, since today’s employees 
are probably the most savvy and sophisticated of all time. Lead with courage, conviction, 
and integrity.  

9. Pay your employees well. Compensation is extremely important. It buys all the things 
people need, and more to the point, it buys all the things people want. It reinforces their 
sense of value and worth to the organization. Employees must feel good about their 
compensation package. 

10. Conduct exit interviews. Exit interviews are as important as employment interviews 
and are invaluable to the organization. They provide the kind of sincere insight that will 
allow you to craft a better organization. In an exit interview, the employee tends to be 
honest since he or she has no reason to lie or to embellish (as might be tempting in an 
employment interview). You will hear things in exit interviews that you may not want to 
hear, but should. It is vital that you try to understand issues from the employee’s 
perspective and give him or her, the opportunity to be heard. 

11. Be properly prepared for your employee’s first day of work. There are several 
cases where the employees mention their first day of work as the first negative experience 
with the organization. Their first impression of their new company is one of negativity. 
Remember, people never forget their first impressions. It is burned in employees’ minds 
forever, especially if it was a bad experience. The inability of the manager or his lack of 
preparation tells the candidate how much you value him or her.  

12. Make sure your managers can and want to manage. People are not necessarily 
good managers because they are capable employees. Some don’t even want the role or 
the responsibility. But as companies grow, there is need for more good managers, so the 
best contributors are given the golden opportunity to manage. With a raise and 
reassurances, they are sent out into the cruel managerial world with no training and no 
real understanding that their new role will be significantly different from the old one. 
Develop a training program for first-time managers. That will sensitize them to their new 
role and teach them the basics of managing people and problems.  

0.7 Conclusion: Retention of key employees and treating attrition troubles has become 
the one of the strategic management decisions which requires utmost prioritization.  
Retention is thus the opposite of Attrition – a well known concept also known as 
Turnover. Companies that can recruit the best talent and retain them will have an edge in 
the long run. Employee retention matters, as, organizational issues such as training time 
and investment, costly candidate search etc., are involved. Hence, failing to retain a key 
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employee is a costly proposition for any organization. Various estimates suggest that 
losing a middle manager in most organizations, translates to a loss of up to five times his 
salary. Organizational change can be a slow and arduous task, but once again, if 
management is willing to lead by example, they can do virtually anything. The 
commitment to employee retention is clearly worth the effort if an organization is trying 
to build a business. 
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