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Consistently, managers claim they want their companies to be an
employer of choice. Yet it is the few that rise to the level of being
recognized as a Best Place to Work.
Almost every CEO cites their company’s ability to attract, retain and
develop the best people as their biggest problem or opportunity. It is
commonly understood that an engaged workforce can be the difference
between financial success and failure.
Gallup tracks employee engagement on a weekly basis. As of this
writing, only 33% of US employees describe themselves as “engaged”
at work1. According to Gallup, companies with highly engaged
workforces earn a profit of 147% higher than their peers and achieve:
• 41% fewer quality defects
• 48% fewer safety incidents
• 28% less shrinkage
• 65% less turnover (low-turnover organizations)
• 25% less turnover (high-turnover organizations)
• 37% less absenteeism
Even when unemployment is relatively high, our economy does not
produce enough “A” candidates to satisfy the number or employers
actively recruiting them.
Consider some of the challenges facing employers today:
• There is a dearth of highly skilled workers from welders to
engineers.
• Given the confluence of emerging technologies, technical workers
are in particular demand. Last year, there were 124,000 applicants
for 85,000 HB-1 visas granted in the U.S.2
• With longer life expectancy, Baby Boomers are facing the
prospect of working deeper into retirement age. A review of labor
participation rates illustrates dynamic shifts in demographics from
2000 to 2015:
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Labor Participation Rates
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• In 2000, workers 35-44 represented twenty six percent of the
workforce. Today they are twenty one percent. . This segment
is where companies typically recruit experienced supervisory
personnel.
• The average for workers 55-64 is 9.3 years of tenure. For the
segment 25-34 the average tenure is 2.9 years.
• The U shape employment curve presents employers with the
prospect of a larger group of older workers having to coexist
with a group of younger ones. For the first time, we will have four
generations of workers in the work force.
• The cost of complying with federal and state labor laws is
escalating.
• Employers continue to face unattainable increases in employment
costs, especially associated with health care. According to Towers
Watson, 2015 costs averaged $12,041 per employee, up four percent
from the prior year, and far above inflation3. The average U.S.
employee contributes $223 per month (22% of the premium).
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THE

8 STEPS
Our economy faces the prospect of a significant labor imbalance in the
decades ahead. Here are strategies employers should employ to ensure
their positioning as an employer of choice:

1. Invest in your HR Infrastructure
In order to meet the greater demands of being an employer, HR
departments are growing 4% per year and now average 1.3 HR
headcount per 100 employees4. Companies with less than 250
employees spend three times as much per employee ($2,605) as
companies with more than 2500 workers on human capital (and
compliance). In order to scale departments effectively, companies
are specializing within HR, (62% outsource at least one function), and
utilizing HRIS (Human Resources Information Systems). Employers must
have a dedicated HR leader, whose experience and capabilities are
commensurate with the needs of the business. For many mid-market
companies, this suggests the need to hire a VP level, strategic HR leader
at some point in its trajectory.
Best-in-class companies are able to measure the productivity of the HR
function. While there are many relevant HR measures, some national
benchmarks include:
• Cost per hire $3,100
• Employee Turnover 16%
• HR Expenses (6% of operating expenses)

2. Ensure HR Practices align with your Mission,
Values & Strategies
An HR strategy must align with the broader objectives of the
organization it serves. Approaches may vary based on whether a
company is a product innovator or an operationally excellent company
or one with a mission of “double bottom line”. Clearly, a company’s
commitment to its values will create a foundation for culture, employee
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engagement and leadership. Some companies put customers first.
Others put their employees first, under the premise that they will serve
the customers better.

3. Establish a Contemporary Workplace
Environment that Fits How we Live and Work
The average U.S. father spends only 4 minutes of meaningful interaction
per day with his children. 65% of workers are overweight and 69% have
a sleep disorder.5 Heart disease, hypertension and the degradation of our
mental health are pervasive public health concerns. Work life balance has
become a more prevalent issue, as workers seek a higher quality of life.
According to a survey of HR Professionals (the Society of Human
Resources) “flexible work arrangements dramatically improve Attraction
(61%) and Retention (75%). 80% report improved morale, and 84%
improvement in work-life balance. Such office environments, work
schedules and company cultures are designed to recognize the needs of
individual employees, and balance them with the needs of the business.
Employers need to move from the paradigm that they must see their
employees at all times, and that they must work a 9-5 schedule. The
demands of global commerce require that companies staff services
centers and the like nearly twenty four hours a day. Companies who
have implemented flexible work environments report better customer
service, and often save significant cost on office space. The advent of
collaboration technologies has enabled greater worker mobility and the
ability for employees to mingle and interact.
One study revealed that the average virtual worker works 48 hours
per week, compared to the average office employee who works 44, in
part because they are not wasting time commuting to work. Generally,
virtual workers are more productive, spend more time with their
families, enjoy a better quality of life, and are less motivated to separate
from their employers.

4. Make Recruiting Everyone’s Job, 24/7
The traditional recruiting model is completely broken in our economy.
An inability to hire the best people is the root cause of poor service,
poor morale, workers comp claims, wage and hour lawsuits and a
myriad of other issues.
The inability to recruit is often a result of over-reliance on HR to manage
the process. The best practice of a single hiring manager engaging
with a single HR generalist, pouring through hundreds of online
resumes to sift out a few finalists, who are interviewed for an hour or
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two is deeply flawed. In many companies, job roles may remain unfilled
for many months.
There is a fundamental shift that must take place to become a best-inclass recruiter:
• Commit to being very specific about the requirements of the
position, and very picky about whom you hire (only hire A players,
period.) This requires having access to a pool of workers at all times.
• Managers should be recruiting people even when they are not
needed (52 weeks out of the year). At the time there are openings,
those who have been proactive have a pool of prospects to choose
from. Naturally this approach is much more effective in roles that a
company hires regularly.
• Pay a generous referral (success) fee to your workers who refer
candidates. Most companies report that referrals yield the most
successful candidates. If your cost per hire is approaching $3,000
(for example) and cost of turnover is many multiples of that,
employers should be willing to pay a much higher success fee (after
a year of employment).
• Find the optimum resume sources, which are typically NOT job
boards. A great majority of “A” players are already employed.
• Involve at least 5 people in the interviewing process.
• Assign each manager a role, and have each one dig deep into a
particular competency (and perhaps even test on that competency).
• Formally score each candidate so that you can compare to other
candidates.
• Train your team on behavioral interviewing.
• Check peer-to-peer references thoroughly. A peer-to-peer reference
(for example) would be a COO calling a COO and asking informal
questions about work performance. The narrative that “everyone
just refers us to HR” has become a rationalization for not checking
references. That may be true more than 50% of the time, but if a
great employee cannot produce 3 work colleagues who are willing
to talk to you about their body of work, then that is a red flag to
consider. There is no guarantee, even when references are glowing
that an employee will fit, but there is certainly the possibility you
will learn things you don’t already know.
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5. Conduct an Employee Engagement Survey
Annually and Benchmark the Results
One of the top reasons that employees quit and leave (or even worse,
quit and stay) is that do not feel listened to. Providing a venue for
employee feedback is essential in building a contemporary workplace
culture. A formal engagement survey (usually administered by a
neutral 3rd party) provides the roadmap for making human capital
improvements that can enhance efforts to attract, develop and retain
employees.
Companies that are committed to employee engagement often:
• Conduct a survey in advance of strategic planning or some other
annual cycle.
• Formally aggregate the findings in a report back to management
and employees.
• Debrief actions in an all hands meeting or webinar (or through
departmental meetings).
• Benchmark similar survey questions annually.

6. Establish a System for Holding People
Accountable to Performance Outcomes
Norms for performance management are shifting quickly as companies
are moving away from traditional performance reviews and towards
“feedback loops”. Gen X and Y workers are seeking constant feedback
and reinforcement.
The problem with shifting to an informal system is that some managers
do not provide feedback at all. It is imperative that companies that
eliminate an annual performance review cycle, replace it with a
systemized feedback system, which may include weekly one-toones or some other structured process that can be measured and
tracked. In addition to ensuring that employees are receiving feedback
and coaching, employers should ensure that poor performance is
documented, etc.
A contemporary view would include utilization of a corporate scorecard
that flows into an incentive plan for employees. Best practices include:
• A bucketed incentive plan with up to 3 buckets that are weighted.
For example, a company could have 3 buckets (corporate results
such as profit, team scorecard results such as quality, or customer
satisfaction, and individual contributions).
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• Ensure that an incentive plan contributes enough of the total cash
compensation to be meaningful (for most people, especially higher
earners, the proportion needs to be more than 20%).
• That incentives only be paid when certain minimum corporate
benchmarks are met.
• For hourly workers, posting 2-3 measures in public view that are
celebrated and result in immediate cash rewards.

7. Be Hyper Focused on a Management Culture
that Promotes Coaching, Mentoring and
Development
Given the high cost of turnover (generally believed to be 50-100% of an
employee’s annual salary), companies are investing more in retention
strategies.
With a multi-generational workforce that comingles baby boomers and
millennials, companies must be cognizant of providing resources and
workplace culture that satisfies varying work styles. A common thread
across all working styles is a desire to learn and grow.
As companies shift towards feedback loops, managers must be
disciplined about ensuring that individual employees have maintained
professional development/learning plans.
Over the last decade, live instructor lead training has given way to
online/e-learning. Utilization of learning management systems has been
very poor, not because they do not offer relevant training, but because
work styles have changed, and companies have not been diligent in
ensuring their acceptance.
However, because a majority of employee turnover occurs in the
first year of employment, employers should be focused on providing
significant on-boarding and training in the first year.
To succeed in this climate requires that employers utilize blended
learning, develop learning plans for every employee and measure skills
acquisition.

8. Develop an Employer Brand
As companies compete for talent they must apply the same focus and
consistency to their employer branding as they would to marketing their
products6. That effort should not be left to HR, if they do not have the
marketing acumen required to communicate a brand’s value.

9

A brand reflects the company’s reputation, through the eyes of the
consumer (applicant and employees) and not that of the marketer.
Applicants are far more likely to trust the statements of current
employees, than they are of the employer.
All activities during the process should be designed to “close”, just like
a customer prospect. Branding tactics might include:
• A dedicated recruiting webpage that makes a compelling case of
why the employee would want to work for you (more than canned
commentary about “competitive benefits”).
• Employee testimonial videos that illustrate why you are an employer
of choice.
• Communications to potential hires in-between interviews.
• Communications that reinforce your mission and values.
• A seamless process for interviews, job offers, etc.
• Being purposeful about community involvement.
• Monitor ratings on Glass Door and similar employment rating sites.
• Leverage social media as a tool to shape your message.
Most importantly, make sure your company’s mission, values and culture
are worth promoting. That is a lot more important than having a ping
pong table in the office.
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