
The True Cost of
Turnover
Costs You See

and Costs You Don't



The Problem in Perspective

Your mid-level employees probably make about $50,000 a year.
If their employment is terminated, you might as well send them
with a $10,000 sign-off bonus, because that’s about how much it
will cost to replace them.

Even this statistic doesn’t account for the impact turnover has on
lower morale, loss of knowledge, lower engagement, and slower
growth, to name a few. So what can unhealthy employee
turnover actually do to a business, and what can you do about it?
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If you want to know the true cost of turnover in your company, you first need to know
what turnover rate looks like in your company. 

Do You Have a Turnover Problem?

(# of Separations / Average # of Employees) * 100 = Turnover Rate as a percentage

Number of Separations =
Employment terminations.
This includes voluntary
terminations, involuntary
terminations, and
retirements.

Average Number of
Employees = Number of
employees in each report
taken over a time period,
divided by the number of
reports taken.

ABC company had 103 employees in January, 112
in February and 115 in March. 
 
There were 3 employment terminations during
these three months. 
 
Average # of employees =
(103+112+115)/3 months = 110
 
3 terminations/110 average employees = .0273
.0273 * 100 = 2.73% Turnover for those 3 months.

This basically means
that over that 3 month
period of time, almost
3 percent of ABC’s
employees left. This
is good to know, but
by itself, it doesn’t
give you the
information you need
to make decisions
and take actions. 



Okay... What Does That Mean?

Employees and companies could part ways for any number of reasons. Knowing why people
leave your company will help you keep your turnover rate healthy. 

Here are some questions you can ask to figure out if you have a turnover problem.

What is the Typical Turnover
Rate in my Industry?
Turnover rates vary widely from industry to industry,
so there’s not one goal that everyone should shoot
for. If your turnover rate is pretty typical in your
industry, congrats! You’re probably safe. Just don’t
make that assumption too quickly. 

Is My Turnover Rate Department Specific?
You could have a totally normal company-wide turnover rate, but still
have a big problem. Figure out where in the company your turnover is
happening. If it’s very localized, that area needs some attention. 
 
For example, let’s say your marketing department has really high
turnover, but everywhere else has a normal rate. There could be a
serious issue with the leadership or culture in the marketing department
that needs to be addressed.Is there a culture of longevity in my

company?
Do your employees see their job as a stepping
stone, or a career? If people are just looking for a
resume builder, they probably won’t stay long. Keep
these people by giving them growth opportunities. If
they want something bigger and better than what
they have, give it to them inside your company.

Why are people leaving?
Do you have a stifling culture? Are there insufficient growth
opportunities? Do your employees feel undercompensated? Do you
have a bad employee in a leadership position? Knowing why people
leave can go a long way to solving the problem. With a simple
question asked to departing employees, you get actionable insight
into how to keep employees longer.

Now that you know if you have a turnover problem, let’s see how much it costs.



Employees are a company's greatest asset
- they're your competitive advantage. You
want to attract and retain the best; provide
them with encouragement, stimulus, and
make them feel that they are an integral
part of the company's mission. 
-Anne M. Mulcahy



Direct Costs
We’re in business to make money. Every business person wants to grow that bottom line. Unhealthy
turnover robs revenue and kills profitability. 

Balance Sheet

Sales

Severance pay
Advertising to fill the position
Time between employees
Time scanning resumes
Time on interviews
Onboarding
Training costs
Mistakes made by the new hire

While these costs
can be calculated,
some other costs
cannot be calculated
so easily.



Indirect Costs
Employee turnover is not just an issue for the human resources department. Operating units
feel the pain of turnover in productivity, product quality and customer service. - Bill Conerly

Cohesion: Basketball teams can’t play well together if the roster gets switched up every game.
Engagement: Why invest in a relationship if it’s only a summer fling?
Productivity: It can take more than six months in a foreign country to be comfortable in the language,
and two years to be fluent.
You Forget Things: Employees don’t pass down recipes as well as your grandma.
Customer Service: “Here, let me refer you to someone that actually knows what’s going on.”
Growth: You can’t grow a beard if you keep shaving.



Great Vision Without Great
People Is Irrelevant.
-Jim Collins



Best Practices
Good Hiring
Training
Growth 
Culture
Benefits
Feedback
Exit interview

Healthy Company Turnover



The first point in your employee retention plan should be
making great hires.

Hiring

I’ve got content on interview techniques, hiring networks, finding great people, and a whole
lot more, so check that out. But here are some quick tips to help you hire better.



If Steve Jobs isn’t convincing enough, think of all the
dumb decisions you’ve made in life. Most of them
were probably made by yourself or with your friends in
high school. Either way, that decision process was
your first mistake.

The salary is often the reason that people are interested
in a job opening, but it’s not the reason they’ll stay.
Employees stay because they love the work, the
challenge, and the opportunities.

Hiring Continued...
"You need to have a collaborative hiring
process." -Steve Jobs

Hire people that want the job, not just
the paycheck.

Travis Hansen, CEO of Tesani Companies,
has a few more tips on hiring. 
Only hire people that are driven to succeed in any
responsibility given. 
“We want team players that are driven and ambitious and are
willing to do whatever it takes to get there.” If success is what
drives your employees to do good work, they’ll be driven to do
good work anywhere there is opportunity.

Only hire people with raw intellectual talent and
common sense.
“We added common sense after hiring a few raw intellectuals that
didn’t have common sense. It’s actually a very rare quality.” 

Only hire people who are genuinely kind and like to
have fun.
These attributes help a company stay together when things get hard. 

In short, you should hire people that want to keep the job, that
are good at the job, and that you want to keep around. If you
successfully hire people that meet those criteria, you won’t
have a turnover problem.



“Train people well enough
so they can leave, treat them
well enough so they don’t
want to.” 
-Richard Branson



A company's employees are its most valuable asset. Bill gates added to that by saying that if Microsoft lost their best 20
people, the company would become irrelevant. But how do you keep your best 20 people from your competitors? 
Invest in them. Your employees are an investment. Act like it by keeping them happy and helping them grow. Here's how.

Retaining

Training and Growth
David Hassell, the founder and CEO of 15Five gives employees a
birthday present of $500 to spend on a personal development class
of their choice. He gives the example of his head writer who spent it
on a creative writing class. That investment gave him an
opportunity to grow, and because of it, his output is higher quality
and much more creative.
 

Culture
“With a single, unifying drive behind both your culture and your
brand, you reap the benefits of a focused and aligned
workforce.”
-Denise Lee Yohn
 
Make Culture fit a priority in hiring. A unified culture will result
in a unified workforce. There is no one culture that works for
every company, but you should know what you want your
culture to be like. If your people love the culture of your
company, they will be invested in it. They will perform not just
with motivation, but with passion.



Benefits
Salary is important, but it’s not everything. Your entire benefits
package can be very attractive, or it can be a big turnoff for
great applicants and current employees. Remember that your
people are an investment. Don’t just do the legal minimum for
employee benefits. Give them a reason to be grateful to you
and they’ll give you a reason to be grateful to them.
 
Feedback
Feedback drives improvement. It’s like market research. If you
know what your customers would like in a product, you have
direction for your development. But how can you get feedback
from your employees? You could provide a suggestion box, but
I bet it’ll stay empty. 
The way to get honest feedback is to create a culture of trust.
Be transparent with your employees. Employees won’t give you
honest feedback if they don’t feel comfortable having a
conversation with you. 
Forbes has a great article that goes into more depth on getting
feedback from employees.

Retaining Continued...

Exit interview
If you do lose an employee, have an exit interview with them.
At this point, they’re much more willing to give candid
feedback, and that’s exactly what you want. Figure out why
they’re leaving, what you could have done to keep them, and
what they liked about working with you. 
Departing employees are a goldmine for HR insight. Get all
you can by asking questions, listening, and asking follow-up
questions. 

Free Vectors via <a href="https://www.vecteezy.com">www.vecteezy.com</a>



You don't build a business,
you build people and then
people build the business.
-Zig Ziglar
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