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INTRODUCTION

A 2015 Deloitte survey (Global Human Capital Trends 2015) of more than 3,300
human resource leaders in 106 countries found that “culture and engagement”
was viewed as the most important challenge facing companies. This response
edged out the perennial top concern of developing leadership. The reason
“culture and engagement” ranked first is because employee recruitment and
retention is becoming an increasing challenge for employers. This is due to two
primary reasons: (i) an expanding economy and job market and (i) a vastly
changed benefit structure and the advent of the consumer internet (we call this
“changing times”). With experts estimating that it can cost twice as much as an
employee’s salary to recruit, hire, and train a new worker, the financial impact of
these challenges are very real.

The expanding economy has created larger budgets and greater need to recruit
and retain top talent. According to a survey from Spherion of human resource
managers, far fewer employers were concerned about employee costs this year
than last. The survey also showed that 33% of employers chose turnover and
retention as the top concern.

The impact of the upbeat economy is exacerbated by changing benefit
structures and new technologies. Benefit structures are very different from what
they used to be when employees tended to stay with one employer for their
entire career. Additionally, the new technologies have lowered the friction
caused by changing jobs as well as provided tools for employees that increase
transparency and make it easier to determine their own personal best place to
work.

The goal of this document is to talk about these changes and how they are
making culture and engagement the primary tools to create friendly, fun, and
desirable workplaces that aid in recruiting, retention, and productivity. As you
will discover, employers who do not proactively address the changing landscape
of their human capital management will be left behind (in economic booms and
busts).
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“Organizations are recognizing the
need to focus on culture and
dramatically improve employee
engagement as they face a looming
crisis in engagement and retention.”

— Deloitte Global Human Capital
Trends 2015 Report



EMPLOYEE-SPONSORED
RETIREMENT PLANS LOOK VER
DIFFERENT

Retirement benefits look very different today compared with 20 years ago.
Specifically, traditional pensions have been largely replaced by portable 401(k)
plans that can move with an employee from company to company. An
unintended consequence of this benefit switch is an increase in employee
turnover.
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Defined benefits offer employees a strong incentive to stay around and be loyal
to their employers by deferring compensation into the future and thus offering
strong economic incentives to stay with their current careers. These economic
incentives typically increase with the amount of years spent with the employer,
lowering the likelihood of turnover with more tenure with a company. Most
people can personally see the impact of these plans by taking a look at how
many baby boomers they know that have been at their job for 20, 30, or 40
years.

With 401(k) plans, employees have less of a financial incentive to remain with
their current employer because their retirement accounts are portable and can
move with them to the next employer. Instead of having loyal lifers as
employees, companies now have workers that will leave as soon as they get the
skills they wanted to grow or as soon as they get bored. Employees no longer
have an incentive to stay!

This structural change in retirement benefits had an unintended consequence,
and in response to growing employee turnover, employers are trying to create
other mechanisms that increase the “cost” of turning over. A primary weapon to
combat employee flight is a strong culture and high employee engagement. The
definitions of both of these terms varies across organizations, but one thing
remains consistent — they are seen as top challenges for all companies.
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24/7/365 ADVERTISING OF
PROFESSIONAL SKILLS

The consumer internet has redefined almost everything it has touched, and this
is no different in job hunting and hiring. Technology applications have made it
easy for other employers to poach your employees. Most notably, LinkedIn
perpetually advertises an employee’s skills and experiences to the world. This is
exacerbated by the large group of head hunters and corporate recruiters that
pay for premium accounts so that they can actively hunt for new talent. Other
emerging companies, such as Anthology (f.k.a., Poachable), are focusing on
helping employees market their skills to hiring employers.
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