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3.3: Retention Plans

4b Learning Objectives

1. Be able to discuss some of the theories on job satisfaction and dissatisfaction.
2. Explain the components of a retention plan.

Effective high-performance work systems (HPWS) is the name given to a set of systematic HR practices that create an environment
where the employee has greater involvement and responsibility for the success of the organization. A high-performance work
system is a strategic approach to many of the things we do in HR, including retention. Generally speaking, a HPWS gets employees
involved in conceiving, designing, and implementing processes that are better for the company and better for the employee, which
increases retention. The Figure below gives an example of HR’s part in creating these systems.
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Figure: HR Components of a HPWS. (CC-BY-NC-SA This work)

Keeping HPWS in mind, we can begin to develop retention plans. The first step in this process is to understand some of the
theories on job satisfaction and dissatisfaction. Next, we can gather data as to the satisfaction level of our current employees. Then
we can begin to implement specific strategies for employee retention.

Theories on Job Dissatisfaction

There are a number of theories that attempt to describe what makes a satisfied employee versus an unsatisfied employee. While you
may have learned about these theories in another class, such as organizational behavior, they are worth a review here to help us
better understand employee satisfaction from an HR perspective.

Progression of Job Withdrawal

The first step to developing a retention plan is understanding some of the theories surrounding job satisfaction. One of the basic
theories is the progression of job withdrawal theory, developed by Dan Farrell and James Petersen (Farrell & Petersen, 1984). It
says that people develop a set of behaviors in succession to avoid their work situation. These behaviors include behavior change,
physical withdrawal, and psychological withdrawal.
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Within the behavior change area, an employee will first try to change the situation that is causing the dissatisfaction. For example,
if the employee is unhappy with the management style, he or she might consider asking for a department move. In the physical
withdrawal phase, the employee does one of the following:

e Leaves the job
o Takes an internal transfer
o Starts to become absent or tardy

If an employee is unable to leave the job situation, he or she will experience psychological withdrawal. They will become
disengaged and may show less job involvement and commitment to the organization, which can create large costs to the
organization, such as dissatisfied customers.

Table: Process of Job Withdrawal

Employee becomes dissatisfied e For any number of reasons discussed earlier in this chapter

e If unionized, increased grievances
Behavior change e Whistle-blowing
e Change of conditions, such as applying for other jobs

e Leave the job

Internal transf
Physical withdrawal * ‘ntema r.ans e
e Absenteeism

e Tardiness

e Disengagement in job and/or with team members
Psychological withdrawal e Less organizational commitment
e Become less productive

Hawthorne Studies

Between 1927 and 1932, a series of experiments were conducted by Elton Mayo in the Western Electric Hawthorne Works
company in Illinois (Mayo, 1949; 2007). Mayo developed these experiments to see how the physical and environmental factors of
the workplace, such as lighting and break times, would affect employee motivation.

This was some of the first research performed that looked at human motivation at work. His results were surprising, as he found
that no matter which experiments were performed, worker output improved. His conclusion and explanation for this was the simple
fact the workers were happy to receive attention from researchers who expressed interest in them. As a result, these experiments,
scheduled to last one year, extended to five years to increase the knowledge base about human motivation.

The implication of this research applies to HR and managers even today. It tells us that our retention plans must include training
and other activities that make the employee feel valued.

Maslow’s Hierarchy of Needs

In 1943, Abraham Maslow developed what was known as the theory of human motivation (Maslow, 1999). His theory was
developed in an attempt to explain human motivation. According to Maslow, there is a hierarchy of five needs, and as one level of
need is satisfied, it will no longer be a motivator. In other words, people start at the bottom of the hierarchy and work their way up.
Maslow’s hierarchy consists of the following:

o Self-actualization needs
¢ Esteem needs

¢ Social needs

o Safety needs

o Physiological needs

Physiological needs are our most basic needs, including food, water, and shelter. Safety needs at work might include feeling safe in
the actual physical environment, or job security. As humans, we have the basic need to spend time with others. Esteem needs refer
to the need we have to feel good about ourselves. Finally, self-actualization needs are the needs we have to better ourselves.
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The implications of his research tell us, for example, that as long as an employee’s physiological needs are met, increased pay may
not be a motivator. Likewise, employees should be motivated at work by having all needs met. Needs might include, for example,
fair pay, safety standards at work, opportunities to socialize, compliments to help raise our esteem, and training opportunities to
further develop ourselves.

Herzberg Two-Factor Theory

In 1959, Frederick Herzberg published The Motivation to Work (Herzberg, et. al., 1993), which described his studies to determine
which aspects in a work environment caused satisfaction or dissatisfaction. He performed interviews in which employees were
asked what pleased and displeased them about their work. From his research, he developed the motivation-hygiene theory to
explain these results.

The things that satisfied the employees were motivators, while the dissatisfiers were the hygiene factors. He further said the
hygiene factors were not necessarily motivators, but if not present in the work environment, they would actually cause
demotivation. In other words, the hygiene factors are expected and assumed, while they may not necessarily motivate.

His research showed the following as the top six metivation factors:

1. Achievement
2. Recognition

3. The work itself
4. Responsibility
5. Advancement
6. Growth

The following were the top six hygiene factors:

1. Company policies

2. Supervision

3. Relationship with manager
4. Work conditions

5. Salary

6. Relationship with peers

The implication of this research is clear. Salary, for example, is on the hygiene factor list. Fair pay is expected, but it doesn’t
actually motivate someone to do a better job. On the other hand, programs to further develop employees, such as management
training programs, would be considered a motivator. Therefore, our retention plans should be focused on the area of fair salary of
course, but if they take the direction of Herzberg’s motivational factors, the actual motivators tend to be the work and recognition
surrounding the work performed.

McGregor

Douglas McGregor proposed the X-Y theory in his 1960 book called The Human Side of Enterprise (McGregor, 2006).
McGregor’s theory gives us a starting point to understanding how management style can impact the retention of employees. His
theory suggests two fundamental approaches to managing people. Theory X managers, who have an authoritarian management
style, have the following fundamental management beliefs:

e The average person dislikes work and will avoid it.

e Most people need to be threatened with punishment to work toward company goals.
o The average person needs to be directed.

o Most workers will avoid responsibility.

Theory Y managers, on the other hand, have the following beliefs:

e Most people want to make an effort at work.

o People will apply self-control and self-direction in pursuit of company objectives.
o Commitment to objectives is a function of expected rewards received.

o People usually accept and actually welcome responsibility.

e Most workers will use imagination and ingenuity in solving company problems.
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As you can see, these two belief systems have a large variance, and managers who manage under the X theory may have a more
difficult time retaining workers and may see higher turnover rates. As a result, it is our job in HR to provide training opportunities
in the area of management, so our managers can help motivate the employees. Training is a large part of the retention plan. This
will be addressed in more detail in “Implementing Retention Strategies”.

Human Resource Recall

What are the disadvantages of taking a theory X approach with your employees?

Carrot and Stick

It is unknown for sure where this term was first used, although some believe it was coined in the 1700s during the Seven Years’
War. In business today, the stick approach refers to “poking and prodding” to get employees to do something. The carrot approach
refers to the offering of some reward or incentive to motivate employees. Many companies use the stick approach, as in the
following examples:

o If you don’t increase your sales by 10 percent, you will be fired.
o Everyone will have to take a pay cut if we don’t produce 15 percent more than we are currently producing.

As you can see, the stick approach takes a punitive look at retention, and we know this may motivate for a short period of time, but
not in the long term.

The carrot approach might include the following:

o If you increase sales by 10 percent, you will receive a bonus.
o If production increases by 15 percent, the entire team will receive an extra day off next month.

The carrot approach takes a much more positive approach to employee motivation but still may not be effective. For example, this
approach can actually demotivate employees if they do not feel the goal is achievable. Also, if organizations use this as the only
motivational technique, ignoring physiological rewards such as career growth, this could be a detriment as well. This approach is
used as a retention method, usually as part of a compensation plan.

Figure: The carrot approach normally means some incentive will occur if expectations are met. The expectations should be
attainable and shouldn’t be the only method used in retention planning and turnover reduction. Bruce Thomton — Carrot and stick —
CC BY-NC-SA 2.0.
All the employee satisfaction theories we have discussed have implications for the development of our retention plans and
reduction of turnover. These theories can be intertwined into the specific retention strategies we will implement.

Sources of Employee Satisfaction Data

After we have an understanding of why employees leave and employee satisfaction theories, research is our next step in developing
a retention plan that will work for your organization. There isn’t a “one size fits all” approach to retention planning, so the research
component is essential to formulate a plan that will make a difference in turnover rates.

Research can be performed in two ways. First, exit interviews of employees who are leaving the organization can provide
important retention information. An exit interview is an interview performed by HR or a manager that seeks information as to
what the employee liked at the organization and what they see should be improved. Exit interviews can be a valuable way to gather
information about employee satisfaction and can serve as a starting point for determining any retention issues that may exist in the
organization. However, the exit survey data should be reviewed over longer periods of time with several employees, so we can be
sure we are not making retention plans based on the feedback of only a few people.
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Sample Exit Interview Questions
1. What is your primary reason for leaving?
2. What did you like most about your job?
3. What did you like least about your job?
4. Did you feel there was room for growth in your job?
5. What incentives did you utilize while at our company?
6. Which incentives would you change and why?
7. Did you have enough training to do your job effectively?

The second way to perform research is through employee satisfaction surveys. A standardized and widely used measure of job
satisfaction is the job descriptive index (JDI) survey. While JDI was initially developed in 1969 at Bowling Green State
University, it has gone through extensive revisions, the most recent one in 2009. JDI looks at five aspects of job satisfaction,
including present job, present pay, opportunities for promotion, supervision, and coworkers®. Each of the five facets contains nine
or eighteen questions; the survey can be given in whole or measure only one facet. The value of the scale is that an HR manager
can measure job satisfaction over a period of time and compare current results to past results and even compare job satisfaction at
their company versus their industry. This allows the HR manager to consider changes in the organization, such as a change in
compensation structure, and see how job satisfaction is impacted by the change.

Any type of survey can provide information on the employee’s satisfaction with their manager, workload, and other satisfaction and
motivational issues. An example of a general employee satisfaction survey is shown in Figure 3.3.3. However, a few things should
be considered when developing an employee satisfaction survey:

1. Communicate the purpose and goal of the survey.

2. Once the survey is complete, communicate what changes have been made as a result of the survey.
3. Assure employees their responses will be anonymous and private.

4. Involve management and leadership in the survey development.

5. Ask clear, concise questions that get at the root of morale issues.

Once data have been gathered and analyzed, we can formulate our retention plans. Our plan should always be tied to the strategic
goals of the organization and the HPWS previously developed, and awareness of motivational theories should be coupled with the
plans. Here are the components of a retention plan:

1. JDI survey results, other survey results, and exit interview findings

2. Current retention plans, strengths, and weaknesses

3. Goals of a retention plan (e.g., reduce turnover by 10 percent)

4. Individual strategies to meet retention and turnover reduction goals.

5. Budgeting. An understanding of how your retention plans will impact the payroll budget is important. See Video 7.2 for an
example on how to calculate turnover costs and compare those to costs saved with an effective retention strategy.

In “Implementing Retention Strategies”, we will discuss the implementation of specific retention strategies.
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KNOW WHAT"S NEXT™

Sample Employee Satisfaction Survey/ Sample Questions for Employee
Satisfaction Survey

A brief version of the larger Employee Satisfaction Survey, this questionnaire serves to obtain a brief snapshot of employee climate. Some of
the topics addressed in the survey include: perception of job description, position within the company, relationships with supervisors,
advancement opportunities, and overall satisfaction.

This survey asks questions about your experience working for The Company. It starts and ends with some guestions about your satisfaction
with various aspects of work and contains other questions about how you think and feel about The Company. Thank you for sharing your
opinions.

.Imt 1 like best about working for The Company is...

B
4 I »
‘ 800
Characters Remaining:

3.
Things that The Company should do to make it a better workplace are.._

[« | 2
. l 800
Characters Remaining:

Figure: A Sample Employee Satisfaction Survey Source: “Sample Employee Satisfaction Surveys,” Zarca Interactive, accessed
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Please indicate the extent to which you agree with the following statements:

Disagree Strongly | Somewhat Neith:r Somewhat | Strongly Agree
Completely | Disagree Disagree A;}gir\ee ek Agree Agree Completely
sagree

(a)

The company clearly conveys its mission C T & O O ', O
to its employees.

(b}
Thera is good communication from t"" t"" (“' (" ("' (" ("
managers to employees.

(c)

1 have the tosls and resources I need to & (& £ C C & )
do my job.

(d)

I have the training I need to do my job c e s O c s c

2)

1 feel underutilized in my job. c c c c c c C
(f)
The amount of work expected of me is C l"‘ 5 O 5] e £
reasonable.

(9)

It is easy to get along with my O [ & T D O T
colleaques.

Q) ¢ [ C C C 'S c

The morale in my department is high

Please indicate the extent to which you agree with the following statements.

Disaqree Strongly | Somewhat ‘:::h::" Somewhat | Strongly Agree
Completely | Disagree Disagree Di Agree Agree Completely
sagree
(a)
Overall, my supervisor does a good job. C © C L C L& C
(b}
My supervisor promotes an atmosphere & C ) C C (& '@
of teamwork.
(c)
My supervisor provides me with
actionable suggestions on what I can do c c c c c c c
to improve.
(d}
When I have questions or cONcems, my © ', O (@ O O C

supervisor is able to address them.

6.
How satisfied are you with...

Completely Very Somewhat Neutral Somewhat Very Completaly
_Dlssalisﬂed Dissatisfied | Dissatisfied
(2) O O C O 0 O O
your pay?
(b)
your career progression at The Company {9 C 4 C ¥, | & £
thus far?
(<)
benefits offered by The Company? c c e c c C c
(d)
the process used to determine annual C . & o O C & VW,
raises?

https://biz.libretexts.org/@go/page/106297


https://libretexts.org/
https://creativecommons.org/licenses/by-sa/4.0/
https://biz.libretexts.org/@go/page/106297?pdf

LibreTextsw

7.
What is your current position?

B

Pasition 1

-

Position 2

-

Pasition 3

-

Paosition 4

&

Pasition 5

B.
In which department do you work?

'
Department 1
O
Department 2
e

Department 3

-

Department 4
s

Department 5
9.
How many years have you been with The Company?

c

Less than a year
C

1 - 3 years

C

4 - 6 years

&)

More than six years

X Key Takeaways

e A high-performance work system (HPWS) is a set of systematic HR practices that create an environment where the
employee has greater involvement and responsibility for the success of the organization. The overall company strategy
should impact the HPWS HR develops in regard to retention.

e Retention plans are developed to address employee turnover, resulting in a more effective organization.

o The first step in developing a retention plan is to use exit interviews and/or surveys to find out the satisfaction level of
employees. Once you have the data, you can begin to write the plan, making sure it is tied to the organizational objectives.

e A standardized and widely used measure of job satisfaction is the JDI survey, or the Job Descriptive Index. While JDI was
initially developed in 1969 at Bowling Green State University, it has gone through extensive revisions, the most recent one
in 2009. JDI looks at five aspects of job satisfaction, including present job, present pay, opportunities for promotion,
supervision, and coworkers’.

o A retention plan normally consists of survey and exit interview analysis, any current plans and strengths and weaknesses of
those plans, the goal of the retention plan, and finally, the specific strategies to be implemented.
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e There are many motivation theories that attempt to explain people’s motivation or lack of motivation at work.

e The Hawthorne studies were a series of studies beginning in 1927 that initially looked at physical environments but found
that people tended to be more motivated when they felt cared about. The implications to retention are clear, in that
employees should feel cared about and developed within the organization.

e Maslow’s theory on motivation says that if someone already has a need met, giving them something to meet more of that
need will no longer motivate. Maslow divided the needs into physiological, safety, social, esteem, and self-actualization
needs. Many companies only motivate based on the low-level needs, such as pay. Development of training opportunities,
for example, can motivate employees on high-level self-actualization needs.

e Herzberg developed motivational theories based on actual motivation factors and hygiene factors. Hygiene factors are those
things that are expected in the workplace and will demotivate employees when absent but will not actually motivate when
present. If managers try to motivate only on the basis of hygiene factors, turnover can be high. Motivation on both of his
factors is key to a good retention plan.

e McGregor’s theory on motivation looked at managers’ attitudes toward employees. He found that theory X managers had
more of a negative view of employees, while theory Y managers had a more positive view. Providing training to the
managers in our organization can be a key retention strategy based on McGregor’s theory.

e The carrot-and-stick approach means you can get someone to do something by prodding or by offering some incentive to
motivate them to do the work. This theory implies these are the only two methods to motivate, which of course, we know
isn’t true. The implication of this in our retention plan is such that we must utilize a variety of methods to retain employees.

? Exercises 3.3.1

1. What types of things will motivate you in your career? Name at least five things. Where would these fit on Maslow’s
hierarchy of needs and Herzberg’s two-factor theory?
2. How can you apply each of these motivation techniques to motivation theories?

1. Training

2. Employee recognition programs

3. Bonuses

4. Management training for your current managers
5. Profit sharing

l«Job Descriptive Index,” JDI Research Group, Bowling Green State University, accessed July 29, 2011,
www.bgsu.edu/departments/psych/io/jdi/page54706.html.
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