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. Welcome

If you did not receive this manual directly from Bob Gately, click here to send Bob an email to register this copy of
the owner’ s manual. Be sureto add “ Owner’s Manual” to the subject line. Updates will be sent to registered owners.

If you arein arush, seethe Quick Start section below.

Y ou have either purchased one of the functional versions of the Business Costs and I mpacts of Turnover Excd
spreadsheet or you have downloaded the free version and this Owner’s Manual . Be sure to read this document to
learn as much as you can before you open and use the spreadsheet. The Inside I nformation section below contains
three important considerations.

Once you have taken the plunge and actually calculated the cost of replacing an employee you will be either
surprised at the cost or pleased that your intuition is correct. In either case the next step it to take action that begins
to reduce your turnover rate so that you can reap the rewards of lower turnover.

Many employers have cut their turnover ratesin half within ayear and ahalf by being more selective in the hiring
process. The method we recommend is called job matching and it is used by over 25,000 employers across the
United States, Canada and elsewhere.

Job matching is the process of matching people to the demands of the job. Some people may call it talent matching,
such as the Gallup employees who wrote the book “First break all the rules, what the world’ s greatest managers do
differently.” If you'd liketo read areview of the book, please read Article B; First Break All The Rules.

[I.  Quick Start

The Quick Start worksheet isthefirst sheet in the workbook. All data can be entered and accessed through the Quick
Start sections. Open Excel then open the worksheet that you purchased then go to the Quick Start worksheet and
follow Steps 1 through 10. As you get more experienced you may want to enter the data directly into the worksheets,
see next section, or even the Records worksheet which is the fastest way to enter, store, and edit data.

[11. Spreadsheet Instructions

A. Background

The Business Cogs and Impacts of Turnover Excel spreadsheet, developed by William (Bill) Bliss and Robert
(Bob) Gately, helps executivesto calculate the cost of replacing their employees. In the late 1990’ s Bob Gately

of Gately Consulting <http://go.ourworld.nu/gately/> searched the Internet looking for acomprehensive
approach for calculating the cost of replacing employees. The most comprehensive approach he found wasin an
article entitled “ The Cost of Turnover” by Bill Bliss of Bliss & Associates, Inc. ,
<http://www.blissassociates.con® Bill and Bob then collaborated on the spreadsheet. Bill’ s excellent insights
and his article coupled with Bob’ s spreadsheet prowess | ead to the spreadsheet asyou seeit. The updated article
isAttachment A.

B. Buttons, Navigation
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Thisbutton, if at the top of the worksheet, takes you to the next worksheet other wise it takes you to the
Performance Turnover worksheet, row 100.

\/

. Thisbutton, if at the top of the worksheet, takes you to the prior worksheet other wiseit
takes you to section “EJ3 Job Data” on the Employer and Job Data worksheet.

Input Form This button opens the associated I nput Form

User Data This button opens the User Data form.

Print this page This button prints the current worksheet.

Save Current These buttons copy the contents of the current worksheet into

the first empty column to the right on the Records worksheet for later recall
Values to ...
and reuse, see Summary, Recap and Records worksheets.

This button copies the data below back into the worksheet,

Uiste T8 el see Records worksheet, for reuse.

Delete this column This button del etes the data bel ow, see Records worksheet.

C. Cdl Calors

Y ou can enter datainto red cells or let the Input forms save their datainto the red cells.
Blue cells contain values calculated from the red cell values.
Black cells contain sums of blue cells.

Y ou should not change anything in blue or black cells.
Make sure you keep the original workbook unchanged in case you need to recover acell formula.

D. Contact Data

Spreadsheet author: Spreadsheet programmer:

William G. Bliss, President Robert F. Gately, President

Bliss & Associates, Inc. Gately Consulting

80 Balsam Road 115 Dutcher Street

Wayne, NJ 07470 Hopedale, MA 01747-1006
Tel. 973.616.8600 Tel. 508.634.7748
Fax: 973.616.2714 Fax: 508.634.0670
wbliss@blissassociates.com gately@compuserve.com
http://www.blissassociates.com http://go.ourworld.nu/gately

E. Copyright
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The Trial, Working and Full Versions may be used by only one person at atime. The Site License Version may
be copied and used by up to six employees at one time at one location only. The Corporate Version may be
copied and used by as many 100 employees at as many sites as needed within the same corporation. Duplication
for archival purposesis acceptable but duplication for non-employee use is strictly prohibited.

F. Data Entry

Dataisentered into thered cellsin the workbook in any of threeways...
1. Input Forms
2. Directly into the worksheet
3. Indirectly by using the Records worksheet. When entering data directly into aworksheet use only the red
cells. Blue cells are calcul ated val ues based on datain the red cells and black cells contain sums of the
bluecells.

Be sure to enter values in the appropriate units, hours, hourly rate, dollar amounts, etc.

G. Input Forms

To access an input form click on the appropriate button. Input form buttons have severa
descriptive labels, such as*Input Form”, “User Datd’, etc. The form accessed by the button
depends on the button’ s location. For instance, the Input Button to the right of “Part A Cost
due to aperson leaving”, on the Ingtructions worksheet, loads the Part A Costs Dueto a
Person Leaving form.

1. Employer and Job Data— form stores datain worksheet of same name
2. Sday Inputs— form stores data in worksheet of same name

The following forms store data in the Cost Input form

Part A Costs Due to a Person Leaving
Pat B Recruitment Costs

Pat C Training Costs

Part D Lost Productivity Costs

Part E New Hire Codsts

Pat F Lost Sales/ Revenue/ Profits
Part G Extraordinary Costs

© o N OOk ®w

H. Insdelnformation

1. Part A8- Lost Knowledge, Skillsand Contacts- Be sure that you do not understate or overstate the value
of the “Lost Knowledge, Skillsand Contacts’, see Part A8 on the “ Cost Inputs” worksheet and the Part A8
onthe“Cost” worksheet. Make sure that “Line A8 - Cost of lost knowledge and skills” on the “ Cost”
worksheet makes sense to you. Adjust the input values on the “ Cost Inputs” worksheet as necessary.

2. Part F - Lost Sales/ Revenue/ Profits- This part may, see Part F on the “ Cost I nputs’

worksheet and Part F on the “ Costs” worksheet, may be ignored if the position does not include sales. Notice
that the Recap worksheet does not include Part F in its cost of turnover calculation.
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If you set valuesto zero in Part F, the “Costs’, “ Summary” and “Recap” worksheets may show errorsfor
Part F.

3. Part G - Extraordinary Costs- This part includes items that were not included elsewhere. For most
positions the costsin this Part G may be zero.

|. Telephone Assistance

If you need additional assistance after reading this manual, you may take advantage of the telephone assistance
(%2 per minute in 30-minute increments, 30 minutes minimum) in accordance with these purchase rules.
Fees must be pre-paid by charge card.

FreeVersion - no freetelephone assistance.
Trial Version - no freetelephone assistance.
Working Version - no freetelephone assistance.
Full Version - first call free, up to one hour.
SiteLicenseVersion - up to 2 hoursfree.

CorporatelLicenseVersion —upto4hoursfree.

V. Product Overview

The "Business Costs and I mpacts of Turnover" spreadsheet according to Dr. John Sullivan, Fastcompany's™”...
Michael Jordan of Hiring...", of San Francisco State University says that the "Business Costs and | mpacts of
Turnover" Excel spreadsheet isthe"... best he has seen ..."

The spreadsheet cal culates the cost of replacing employees. With this data executives and managers can easily
demonstrate the how and why empl oyee selection and retention needs more attention. Replacing employeesisvery
expensive. The cost of abad hire can be devastating so ask to see our answer to the question, which qualified
applicant will make the best employee?

Thisworkbook allows users to determine the actual costsincurred when they lose an employee. The workbook
consists of over 90 itemsto consider when calculating the cost of employee turnover, and has the calculation
formulas built in for ease of use. Thisworkbook isamust have for any CEO, Controller, Chief Financial Officer or
Human Resources Executive who wants to identify the real cost of |osing employees.

The Business Costs and |mpact of Turnover Spreadsheet is based on an article that has appeared in several
publications and was written by Bill Bliss. Dr. John Sullivan, Head of the Human Resources Management Program

at San Francisco State University and aleading expert in calculating the dollar impact on business also provided his
insight in preparing this product. The spreadsheet identifies costs to consider when determining the business i mpact
of an employee who leaves the company. Such costs include lost productivity, the recruitment cost, the training
costs and the new hire costs. All companies haveto do is enter their hourly rates, hours, and various other costs and
the spreadsheet does the rest.

"Employment experts have stated that it costs acompany between 100 and 200 percent of an employee's base salary

to replace a person. While there was some debate over what that exact number isin a company, this spreadsheet
product finally allows companies to determine their actual costs" said Bliss. Gately added, "1f you accept that the
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cost of turnover is 150% of base salary and a company looses 100 people ayear at an average base salary of
$50,000, the cost of turnover equates to $7.5 million dollars! That figure will surely get the attention of the CEO."

Using the business principle of "what gets measured gets managed”, this workbook provides an easy to use tool to
manage the impact of turnover. The product is available by calling Gately Consulting at 508-634-7748.

Please read the instructions for each worksheet below.

Telephone assistance, pre-paid by charge card, isbilled at $60 per hour in 30-minute increments. For additional
information contact:

Robert F. Gately, PE, MBA

Strategic Business Partner of Profiles International, Inc.
Gately Consulting

115 Dutcher Street

Hopedale, MA 01747

508-634-7748

508-634-0670 Fax

gately @compuserve.com

V. General Instructions

Print Forms B and C to usein data collection.
To usethe Data Input forms, click on the Input Form buttons or go to the appropriate worksheet and enter the data

into the red blocks line by line or use the Records worksheet, see the instructions for the Records worksheet under
Specific Worksheet Instructions below. The Records worksheet is the best method for entering data.

V1. Specific Worksheet Instructions

A. Ingructions worksheet provides ingructions for each line item

Print the I nstructions worksheet and use as aready reference.

Pricing Information. This section contains the various pricing options. If you upgrade to the next version you
pay only the difference.

Printing Instructions. This section contains various waysto print the pages. If you have Report Generator
enable you may use the Report Manager. The Print this page button is a convenient method to print each page.

Copyright Information. The Trial, Working and Full Versions may be used by only one person at atime. The
Site License Version may be copied and used by up to six employees at one time at one location only. The
Corporate Version may be copied and used by as many 100 employees at as many sites as needed within the
same corporation. Duplication for archival purposesis acceptable but duplication for non-employee useis
strictly prohibited

Contact Information. The datafor the user, the spreadsheet author and programmer are listed.
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Worksheet Instructions. This section isacomprehensive checklist of itemsto include when calculating the
Business Costs & Impacts of Turnover in any organization.

Print Forms B and C to make data collection easier.

Each item hasaunique lineitem for ease of reference.

Two examples, 10% and 25% turnover rates, are included using data taken from the workbook.

Each worksheet is briefly described by each line number.

Employer and Job Data. This section lists the datato be entered into the worksheet -- Company Name, User's
title, Address, Telephone Numbers, etc. Contact Data -- Person's Name, Title, Address, Telephone Numbers,
etc... Job Data: Job Title, Weighting Factors by type and type of Employee leaving.

Salary Inputs. Thissection liststhe datato be entered into the Salary Inputs worksheet.

Cogt Inputs. Thissection liststhe datato be entered into the Cost I nputs wor ksheet.

B. Employer and Job Dataworksheet has the user’ s data.

Enter your data or your client’s data on this worksheet or use the Input Forms, whatever is easiest. Y ou may
also enter the data on the Records worksheet, see the instructions below. Also, enter datain section EJ3- Job
Datafor later usein the Dr. Sullivan's Performance Turnover worksheet.

C. Salary Inputs worksheet has 10 position’s hourly salaries to be entered.

Users may enter the data on the Salary worksheet or use the Input Form or use the Records worksheet. Use 35%
of salary to cover the cost of benefits, if you are not sure. Hourly ratesfor...
vacant position

fill-in person in vacant position

the position's supervisor

the position's manager

the position's director

internal recruiter

internal recruiter's assistant

hiring department's staff

orientation personnel

training personnel

©WoOoNoOA~ WD

=
©

D. Salary cdculators worksheet caculates various hourly rates.

Thefollowing costs are calculated for each of the 10 positions identified on the Salary worksheet for use by
other worksheets

Hourly rate for vacant position - Weekly Salary
Additional cost for full benefits - Monthly Salary
Fully burdened hourly rate - Annual Salary, unburdened
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E. Cogt Inputs worksheet, user enters various cost drivers.

User must edit/enter/del ete the data for some or all of the 98 itemsin the 7 parts. The more data you include the
more accurate your estimate. However, the cost to replace an employeeis generally higher than most managers
realize. Fine tuning the estimate may give a more accurate answer but the magnitude may not be much different.
Start by entering as little data as necessary and keep adding/editing data until the magnitude of the answer is

sufficient for your business needs.

Part A - Costs Dueto aPerson Leaving, 26 input itemsin 11 subparts
Part B — Recruitment Costs, 30 input timesin 8 subparts

Part C— Training Costs, 10 input itemsin 5 subparts

Part D - Lost Productivity Costs, 10 input itemsin 8 subparts

Part E - New Hire Costs, 8 input itemsin 2 subparts

Part F - Lost Sales/ Revenue/ Profits, 9 input itemsin 3 subparts
Part G — Extraordinary Costs, 5 input itemsin 5 subparts

F. Cost calculators workshest, various costs are calcul ated.

This worksheet cdculates the cost for each line item in the seven parts.

Part A - Costs Dueto aPerson Leaving, 40 itemsin 11 subparts

Part B — Recruitment, 52 items in 8 subparts

Part C— Training, 8 itemsin 5 subpartsin 2 subparts

Part D - Lost Productivity Costs, 30 items 10 input itemsin 8 subparts
Part E - New Hire Costs, 9 itemsin 2 subparts

Part F - Lost Sales/ Revenue/ Profits, 9 itemsin 3 subparts

Part G - Extraordinary Costs, 5 itemsin 5 subparts

G. Summary worksheet, costs are presented in 7 parts.

The Summary worksheet presents the cost for each major group as line itemsin the seven parts and numerous
subparts.

Part A - Costs Due to a Person Leaving, 11 lineitems
Part B — Recruitment, 8 lineitems

Part C— Training, 5 lineitems

Part D - Lost Productivity Costs, 8 lineitems

Part E - New Hire Codgts, 2 line items

Part F - Lost Sales/ Revenue/ Profits, 3 lineitems
Part G - Extraordinary Costs, 1 lineitem
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H. Recap worksheet, costs are presented in the 7 parts.

The Recap worksheet shows the cost of each of the 8 part asaonelineitem plusit calcul ates the cost of
turnover as a percent of unburdened salary.

Part A - Costs Dueto a Person Leaving
Part B — Recruitment Costs

Part C— Training Costs

Part D - Lost Productivity Costs

Part E - New Hire Costs

Part F - Lost Sales/ Revenue/ Profits
Part G - Extraordinary Costs

|. Form Ais blank Employer and Job Data worksheet

Print thisworksheet to aid in data collection especially if you are working with clients.

J. Form B isablank Salary Inputs worksheet

Print this worksheet to aid in data collection especially if you are working with clients.

K. Form Cisablank Cost I nputs worksheet

Print this worksheet to aid in data collection especially if you are working with clients.

L. Order Form worksheet, use to order an upgrade or place an order.

Print this worksheet and fax to 508-634-0670 to order an upgrade or place an order.
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M. Records worksheet, for storing data for later recall and reuse.

The Records worksheet is where you can store data for later recall and reuse. However, this worksheet is not
activein the free version. Y ou must have the Full, Site or Corporate version to access this worksheet.

Y ou can store the datain the current worksheet to an empty storage column on the Records worksheet and then
edit the data directly and then copy it back into the worksheet to calculate the cost of new or existing position.
Use the following buttons at the top of the worksheet.

Save Current Values This button copies the contents of the current worksheet into the first
to empty columns to empty column to theright for later recall and reuse.
the right.
Use this column This button copies the data below back into the worksheet
Clear this column This button del etes the data bel ow

. Copies workshest, ignore this worksheet.

Ignore thisworksheet. It is of value only if Gately Consulting directs you to do something with the data on the
Copiesworksheet.

Performance Tur nover worksheet, for comparing turnover rates.

The Performance Turnover worksheet is based on Dr. John Sullivan’s article of the same name. Similar

turnover rates may or may not have a similar impact to an organization’ s bottom line. For instance, one manager
with a15% turnover rate is losing the bottom 15% while another manager with a 15% turnover rateislosing the
top 15%. Same turnover rate but vastly different impacts.

Dr. Sullivan starts with the assumption that losing a"Hi-Per" (High Performing Employees) isthreetimes as
bad aslosing a"Lo-Per" (Low Performer).

Performance Appraisal ratings are used to give the appropriate weight to each manager in accordance with the
manager’ s past performance. Weighting factors are also used to take into account the relative value of top,
middle and bottom performers. Most managers intuitively know that it costs more to lose atop performer than a
bottom performer.
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VII. Articles

The following artides will introduce the Business costs and Impacts of Turnover spreadsheet as
well asthe job fit method that will help you significantly reduce your turnover rate thereby

saving hdf, if not more, of your cost of employee turnover. Other articles are included to pique
your interest. Increasing productivity starts long before the job offer is made.

by William G. Bliss
A. Business cost and | mpacts of employee tur nover

by Robert F. Gately

First, Break All TheRules, what the world's greatest manager s do differently
by Mar cus Buckingham and Curt Coffman (book review)

M otivation is Free, so why try to buy it

Job Fit: Right Person — Right Job

Why training fails, a football story

Sdlecting M anagers, How to avoid the Peter Principle

What is Job Match?

How to control employee costs beforethe hire

®

IEMMOUO

More by William G. Bliss
Employee Retention Strategies and | deas,
Communicating Effectively With Y our Employees
Goal Setting and Goal Achievement
Hiring for theLong Term

. Deciding How Much to Pay Employees
Finding Peopleto Work for Your Company
Successful Integration of Merged Organizations
Succession Planning for the Small Business
Should You Hire A Coach?
TheArt of Thelnterview
The Value of Delegating
Defining the Value of Culture Within an Organization
Knowing When to Add Staff

CAMTODVOZIr A&
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Article A

Business Cost and I mpacts of Employee Turnover

(the cost of turnover)
by William G. Bliss

One of the mogt critical components of success for the business owner, regardless of sze, isthe
ability to keep the cost of doing business at aminimum. Obvioudy, every owner wants to ensure
the best possible profit margin for the sustained growth and success of a business. What many
businesspeople fal to redizeis that employee turnover can represent avery substantial cost and
lead to erosion of the bottom line,

Would it surprise you to learn that it will cost at least 150% of a person’s base sdlary to replace
him or her? Actualy, the more you pay a person, the higher that percentage will be - because the
more you pay this person, obvioudy, the more you vaue their contribution to the growth and
success of your business. Most businesses will probably pay their top salesperson triple (or
more) what they pay abookkeeper. The business vaues the contributions of the sdlesperson at a
higher level, a least in gtrictly monetary terms, over those of the bookkeeper, athough both
perform vauable roles.

Let's say you have an employee with an annud salary of $50,000 who leaves a company. (The
reasons for leaving are not important in this case: if the plan isto replace them, the costswill be
the same.) It will cost acompany aminimum of $75,000 to replace that person. This cost
includes the savings redlized because the person hasleft! And, dl of that cost is taken away from
the bottom line. We have developed a Turnover Cost Projection Modd that identifies and
caculates dl the costs incurred.

The mode indicates that the business costs and impact of employee turnover can be grouped into
four mgor categories: 1) Costs due to a person leaving; 2) hiring cogts; 3) training costs, and 4)
lost productivity costs. For purposes of illugtration, I’ m going to use an example of a Financia
Andyg in amid-sized company. This person is paid an annud base sdary of $52,000, which
works out to an hourly rate of $25, assuming a 40-hour workweek.

Costsdueto a person leaving

When this Financid Analyst announces that she isleaving, (to avoid avkwardness, dlow meto
use the preposition “he’ for now on) he hasimmediatdly begun to trangtion out of the company.
Even though he has given you two or three weeks notice, his mind and full attention are not on
this business anymore; thisis smply human nature.

Business Cost and Impacts of Turnover
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At this point, cogts include the following: employees who must fill in for the person who leaves
before a replacement is found; the lost productivity of the employee while heisdill in his
position but not fully concentrating on hisjob; the cost of a manager or other executive having
an exit interview with the employee to determine what work remains, how to do the work, why
heisleaving, etc.; the cost of training the company has provided this departing employee; the
cost of logt knowledge, skills and contacts of the departing employee; the increased cost of
unemployment insurance; and the possible cost of lost customers the departing employeeis
taking with him (or that leave because service is negatively impacted). The sum totd of these
costs can be as much as 85% of this position’s base sdlary or $45,000.00.

Hiring costs

Unless there is someone to promote or the perfect person just happens to come aong & the right
time, there will be some costs associated with identifying and hiring a replacement for the
Financid Andys postion. These costs will include items like; advertisng, an employment
agency, employee referra award, Internet posting and other forms of announcing the availability
of the pogition. More money may well have to be offered to attract the right candidates. At the
next stage, interviews conducted by management and/or hiring department staff will cost money
in terms of the time they spend arranging for interviews, conducting the interviews, calling
references, having discussions about the people they met, and time spent notifying candidates
who did not get the job.

The time spent on these activities will aso cost money in terms of lost productivity, because,

with rare exceptions, these people are not employed to be full-time interviewers. Also included
here are any sKills, persondlity or assessment testing your company may utilize. Findly, thereis
the cost of conducting pre-employment checks such as past employment histories, drug
screening, educationd, verifications and (possibly) crimina background checks. And don't

forget these assessments and reference checks may be conducted on more than one candidate for
this opening. The sum total of these costs will be from 15% of this position’s base sdlary or
approximately $8,000.00. Thiswill increase to about 38% of the position’ s base salary or
$20,000.00 if an employment agency is used.

Training costs

Now that the person is hired for the Financid Anadyst position, they can't be expected to know
absolutdy everything on hisfirgt day, can they? Cods to factor in for training include any new
employee orientation that explains benefits, basic policies, company history, etc.; specific
training for the person to do hisjob, such as computer training, product knowledge, industry
knowledge, and the day-to-day duties to get the job done. Even though this may be informal or
on-the-job training, the time it takes for various people to impart this knowledge is costing

money - especialy since people who are knowledgeable enough to train others are probably also
highly vauable the company. Set the sum tota of these cogts at gpproximately 13% of the
position’s base salary or $7,000.00

Business Cost and Impacts of Turnover
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Lost productivity costs

Because the newly hired employee does not come fully trained, it will take some time before he
isfully productive in his new position. Thisis true even if someone has been promoted from
within the company. The following formula can be used: the employeeis only 25% productive
for the first four weeks; 50% productive for weeks 5 - 8; 75% productive for weeks 9 - 12; and
will finaly reach full productivity after week twelve. Since this person is being paid & the full

rate of pay during this period, there are still more lost productivity costs. Naturdly, for more
senior-level positions, or those requiring longer periods of time to develop full productivity, the
cogswill be higher.

During thistime of logt productivity, the person’s supervisor is aso spending more time
indructing, reviewing work and possibly correcting mistakes. (There will be some mistakes that
are not caught right away and will cost money to correct down the line such as with a customer
who receives an incorrect price, invoice or actua shipment due to the new person’s error.) Put
the sum tota of these costs at approximately 32% of the position’s base salary or $17,000.00

Adding the subtotals of each mgjor category discussed above gives atotd of $77,000.00if an
employment agency is not used and $89,000.00 if one is used. The firgt figureisjust about 150%
of the original $52,000.00 base sdary we used in this example. (And remember the additional
costs of employee benefits and company paid taxes on top of that, which can range from 20 to 30
percent of the base sdlary.)

If we werelooking a a sdes pogtion, the costs would be significantly higher due to the vaue of
lost sales or customers. To calculate this cost, take the costs listed above and add the average
revenue per sales representative divided by the number of weeks the position is vacant. Thistota
will be well above 200% of the sales person's annua compensation.

The employee asresour ce, rather than expenditure

For acompany with $5 million in revenue and $250,000.00 in net income, they have just spent
between $75,000.00 and $90,000.00 of that profit to replace someone! Y ou may say that these
are just “the cogts of doing business’ and to a certain extent, that’ s true. However, would you
rather spend $75,000.00 on purchasing a new piece of equipment that can increase your
manufacturing or service capacity, or use it just to maintain the status quo?

Many managers have focused only on the cash cost of employee turnover. They do not redize
the entire cost and impact of turnover. The point is that the cost of time and lost productivity are
no lessimportant or rea than the costs associated with paying cash to vendors for services such
as advertisng. Thisis something often overlooked or underestimated by employers; yet in
today’ s tight job market, with companies competing for skilled workers, these costs are
becoming more and more sgnificant.

Business Cost and Impacts of Turnover
Page 3 of 3



Gately Consulting Bliss & Associates, Inc.

Business Costs and Impacts of Turnover Excel
Workbook Instructions and Owner’s Manual

Thisisnot to say that dl employee turnover can or should be diminated. But given the high

costs involved and the impact on productivity and customer service, awell thought-out program
designed to retain employees can easlly pay for itsdf in avery short period of time. Unlessyou
are prepared to beat dl of your competition on wages dl of thetime, it isagood ideato Sart
taking ahard look at your benefits, your policies and the “intangibles’ that make your company a
desirable place to work.

42000 Bliss & Associates Inc. William G. Blissis President of Bliss & Associates Inc., aWayne, NJfirm
that works with business owners who want to get the most from their management teams and with
individual executives who want to improve their own effectiveness. He has given speeches, authored and
been quoted in numerous publications on a variety of management topics. He can be reached viaemail at
whliss@blissassociates.com or viatelephone at 973-616-8600.
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ArticleB

First, break all therules, what theworld's

greatest managers do differently
by Mar cus Buckingham & Curt Coffman
the Gallup Organization
reviewed by Robert Gately

Thisis an exceptional book. We recommend that you purchase and read it. This memo is based on the book but
it should not be a substitute for buying and reading the book. The authors deserve your purchase and you will be
rewarded for it.

The authors' recommendations are based on Gallup's interviews of over 80,000 managersin over 400
companies across numerous industries -- the largest study of its kind ever undertaken. This book helps explain
why job fit is so important when sel ecting employees. The authors define a"talent", (page 71) as"a recurring
pattern of thought, feeling, or behavior that can be productively applied...The emphasis hereis on the word
‘recurring.’ Great managers say 'Your talents are the behaviors you find your self doing often.™

Job matching identifies the recurring patterns of behaviors of top performers(page 103) so that managers can
identify which job applicants have the same recurring patterns of behavior. If the authors are correct, and we
think they are, thisbook is areliable source of insight into how to select and manage your people.

According to the authors (page 28) measuring the strength of aworkplace can be simplified to 12 questions
1. Do | know what is exp ected of me?
2 Do | have the materials and equipment need to do my work right?
3 At work, do | have the opportunity to do what | do best every day?
4, In the last seven days, have | received recognition or praise for doing good work?
5. Does my supervisor, or someone at work, seem to care about me as a person?
6 Isthere someone at work that encourages my development?
7 At work, do my opinions seem to count?
8 Does the mission/purpose of my company, make me feel my job isimportant?

9. Aremy coworkers committed to doing quality work?
10. Dol have abest friend at work?
11. In the last six months, has someone at work talked to me about my progress?

12. Thislast year, have | had opportunities at work to learn and grow?
Questions that have everyone answering "Strongly Agree" are weak questions.
The authors repeat t the following four lines several timesin the book (pages 57, 67, 79)
People don't change much.
Don't wastetimetrying to put in what was left out.

Try todraw out what wasleft in.
That ishard enough.

First, break all therules...
Page 1 of 4



Gately Consulting

Business Costs and Impacts of Turnover Excel Bllss & Assodiates, nc.
Workbook Instructions and Owner’s Manual

Great managers look inward...Great |eaders, by contrast, look outward...Great managers are not simply
managers who have devel oped sophistication. (page 63).

When hiring, Conventional Wisdomsays (page 66)...

select aperson...based on his experience, intelligence and determination.

set expectations...by defining the right steps.

motivate the person...by helping him identify and overcome his weaknesses.
develop the person...by helping him learn and get promoted.

E IS o

When hiring, Great Managers say...

1 select for talent...not just experience, intelligence or determination.
2 define the outcomes...not the right steps

3. focus on strengths...not weaknesses

4 help find the right fit...not the next promotion

Conventional Wisdomsays...

1 Experience makes the difference.
2 Brainpower makes the difference.
3. Willpower makes the difference.

Great managers agree with the three items above but great managers label willpower atalent and it isamost
impossibl e to teach (page 72). Only the presence of talents can explain why, all other factors being equal, some
people excel in the role and some struggle (page 73).

As manager you need to know exactly which talents you want. (page 101) Great talents need great managersif
they are to be turned into performance. (page 102)

Each employee breathes different psychological oxygen. (page 151)

Y ou cannot learn very much about excellence by studying failure...Excellence is not the opposite of failure.
(page 157)

Whereas conventional wisdom views individual specialization as the antithesis of teamwork, great managers see
it as the founding principle.(page 173) In the minds of great managers, consistent poor performanceis not
primarily amatter of weakness, stupidity disobedience, or disrespect. It isamatter of miscasting (page 209)

Here are the Four Keys that senior managers can use to break through conventional wisdom's barricades (page

236):

K eep the focus on outcomes.

Value world class performancein every role.
Study your best.

Teach the language of great managers.

oow>

"the manager—not pay, benefits, perks, or acharismatic corporate leader—was the critical player in building a
strong workplace." (page 32)

"It tells us that people leave managers, not companies. So much money has been thrown at the challenge of
keeping good people—in the form of pay, better perks, and better training—when, in the end, turnover is
mostly a manager issue. If you have aturnover problem, look first to your managers." (page 33)

First, break all therules...
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"It is better to work for agreat manager in an old fashioned company than for aterrible manager in a
company offering an enlightened employee—focused culture." (page 34)

"...from the employee's perspective, managers trump companies.” (page 36)

"This company didn't have one culture. It had as many cultures asit did mangers. No matter what the

company'sintent, each store's culture was a unique creation of the managers and supervisorsin the field." (page
38)

"Great managers |ook inward...Great leaders, by contrast, look outward...Great managers are not simply
managers who have developed sophistication." (page 63).

"a'talent' isarecurring pattern of thought, feeling, or behavior that can be productively applied...The
emphasishereison theword 'recurring.' Great managerssay 'Your talentsarethe behaviorsyou find
yoursdlf doing often.'" (page 71)

"The key to excellent performance, of course, is finding the match between your talents and your role." (page
71)

"Whether the excellence is 'celebrated’ or anonymous, great managers know that excellence isimpossible
without talent." (page 71)

"First, you cannot teach talent.” (page 73)

"Only the presence of talent can explain why, all other factorsbeing equal, some people excel in therole
and some struggle.” (page 73)

"A manager can never breathe motivational lifeinto someone else." (page 92)
"Myth #1: Taentsarerare and specia.” (page 93)

"Myth #2: Someroles are so easy, they don't require talent.” (page 95)
"Asamanager you need to know exactly what talents you want." (page 101)

" The difference between greatness and failurein salesisthat the great salesperson isnot paralyzed by
fear ... the bad salesperson simply feelsthe fear." (page 103)

"Take time to study your best, say great managers. Learn the whys, the hows and the whos of your best and
then select for similar talents." (page 103)

"Great talents need great managersif they are to be turned into performance.” (page 105)
"Each employee breathes different psychological oxygen." (page 151)"

"Y ou cannot learn very much about excellence by studying failure...Excellence is not
the opposite of failure.” (page 157)

"Whereas conventional wisdom views individual specialization as the antithesis of teamwork, great managers
know it isthe founding principle." (page 173)

"In the minds of great managers, consistent poor performance is not primarily a matter of weakness, stupidity,
disobedience, or disrespect. It isamatter of miscasting.” (page 209)

First, break all therules...
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Appendix A: The Gallup Path to Business Performance
"What is the path to sustained increase in shareholder value"

Real Profit Increase Stock Increase

Sustainable Growth

Loyal Customers Engaged employees

See Note:

Job matching

Great Managers
process

Identify Strengths

Note: Measuring the strength of a workplace can be simplified to 12 questions (see page 28):

Do I know what is expected of me?

Do | have the materials and equipment I need to do my work right?

At work, do I have the opportunity to do what | do best every day?

In the last seven days, have | received recognition or praise for doing good work?
Does my supervisor, or someone at work, seem to care about me as a person?
Is there someone at work that encourages my development?

Atwork, do my opinions seem to count?

Does the mission/purpose of my company, make m feel my job is important?
Are my coworkers committed to doing quality work?

Do | have a best friend at work?

In the last six months, has someone at work talked to me about my progress?
This last year, have | had opportunities at work to learn and grow?

K"ij-5!'.0(39.\ICDSJ'I=J>QJI\)I—‘
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ArticleC

Motivation is Free, sowhy try to buy it?
by Robert F. Gately

Motivation is free so why do managerstry to buy it? Managers are seldom equipped psychologicaly
to talk to their people on apersonal level. One reason is that many people are managers because of
their technicd ability not because of their manageria or people skills. We should reward technica
experts with higher salaries but not with promotions to management. We would be far better off if

we promoted to management the people who have good managerial and people skills and poor
technicd skills— which will solve two problems

1 - Improve overall technical competence
2 - Improve managerial effectiveness

Aslong as executives do not know how to identify future effective managers, management will
be stuck with the Peter Principle:

In ahierarchy, every employee tendsto riseto hislevel of incompetence.
When managers are asked to list the Top Ten Mativators for their employeesthelist looks like:

- Sdary

- Bonuses

Vacation

- Retirement

- Other Benefits& Perks
the money line
6 - Interestingwork

7 - Involved in decisons
8 - Feedback
9
0

a b wWwN P
1

- Training
- Respect

Note:

Managers rank money items as their employees Top Five Motivators.

Motivationisfree...
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When employees are asked to rank their Top Ten Motivators thelist looks like:

- Interesting work

- Involved in decisions

- Feedback

- Training

-  Regpect
he money line

- Sdary

- Bonuses

- Vacation

-  Retirement

- Other Benefits & Perks

=
QOWOONOOO~+~0UIDWNPE

Note:
Employees rank items that are equivalent to money as their bottom five motivators.

The managers top five motivators are the employees’ bottom five motivators. The managers
top five motivators are more related to the need of the managersto avoid persond contact with
employees than the desires or motivationa needs of their employees.

Managers pick the top five motivators because these are the things that managers can “give’

their employees from behind closed doors. Managers never have to ask what their people what or
need, i.e.,, no involvement on apersond level. This*“behind closed doors’ gpproach dlows
managers to fed more comfortable while avoiding persond contact even to the detriment of the
organization.

Note:

Managers give the same sequence as employees when asked to rank their own motivators.

Motivationisfree...
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ArticleD

Job Fit: Right Person— Right Job
by Robert F. Gately

Skills are necessary, but not sufficient to predict future success on the job. What ismissing? The
answer isJOB FI T. Does the gpplicant have the right combination of mental abilities, interests
and persondity traits to allow success on the job? Very few managers can do this type of
as=ssment without very expensive professond assstance, until now.

Few managers can determine Job Fit so what they evauate is the gpplicant’s qudifications,
education, etc., but not Job Fit. According to Chuck Russdll on page 25 of his new book RIGHT
PERSON-RIGHT JOB; GUESS or KNOW, The Bregkthrough Technologies of Performance
Information “ Job Fit is the degree to which the candidate’ s cognitive abilities, interests, and
personality dynamics fit those required by the position.”

Y ou can see by the overlapping three boxes, see next page, that unless we consider Job Fit our
pool of acceptable candidates will include many applicants who will not be successful because
they lack Job Fit. According to the Job Fit concept only about 1/3 of the otherwise qudified
applicants have Job Fit based on the success traits required for most positions. The other 2/3
include obvious midfits and the less obvious future non-performers. The misfits and non-
performers are about equa in number (1/3 each) but only the obvious midfits are readily
excluded in the screening process.

Therefore, we have reduced the pool of acceptable applicants by 1/3, i.e., the obvious midfits,
and we are |eft with the 1/3 future nonperformers and the 1/3 with Job Fit. Or stated another
way, the pool of acceptable candidates consists of two equa sized groups — gpplicants with
Job Fit and the future non-performers. Since most managers cannot distinguish between the two
groups the success rate in hiring good employeesis about 50%.

Now consider the Peter Principle and the tendency of managers to hire and promote people who
are like themsdlves and we see that the percentage of applicants with Job Fit gets smaller and
smaller. Management must break out of this downward spird and start hiring and promoting
employees who have Job Fit for the role of manager. Unless our best people are selected for
management positions there is little hope for improvement.

Finally, the best technical employees seldom make the best managers, therefore a sea
change in thinking must be accomplished in most companies. Be forewar ned, however, that
it may beimpossible for some managersto admit to themselves and othersthat they may
have been selected for their position based on inadequate criteria, i.e., technical excellence
and speaking ability.

Job Fit: Right Person— Right Job
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The following is from page 20 of Chuck Russdll’sbook “ RIGHT PERSON-RIGHT JOB;
GUESS OR KNOW, The Breakthrough Technologies of Performance | nformation.”

Universe of Job
Applicants

Shaded area representsjob applicants with:

{ Company Fit
{ SkillsMatch
{ JobFit
Company Fitis Skills Match is Job Fitis
measured by: determined by: assessed by:
1 - Drug Testing 1 - Education 1 - Thinking Styles
2 - Integrity Testing 2 - Work History 2 - Occupational
3 - Honesty Testing 3 - Skills Testing Interests
4 - Interviewing 4 - Reference Checking 3 - Behavioral Traits

Job Fit: Right Person— Right Job
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ArticleE

Why training fails, a football story
by Robert F. Gately

Let'ssay we are going to start and staff ateam. We place a help wanted ad looking for strong
team players with excedllent physicd skills, and we offer great pay, excdlent benefits, outdoor
work, 6 months off per year, etc. Applicants start gpplying. We are pleased, we are inundated
with great-looking resumes.

How much time do we spend reviewing the resumes? 28 seconds per resume. How do we sdlect
which gpplicantsto interview? We look at their resumes again: does the gpplicant have adequate
education; does the applicant have experience working on ateam, any team. Wethen cdl inthe
findigs

Theinterviews are great. The interviewer tells the gpplicants dl about the team. The gpplicants
are dl excited about the possibility of being amember of the team. Everyone wants ajob. What
do we do? We use our ever trusty “gut fed” to make the find decison on who getsto play on
our team. Oh, | dmost forgot, during the interview we aso noted who were the biggest
gpplicants and we made job offers to the biggest applicants, snce we are staffing afootbal team
and everyone knows “bigger is better”. Phew, we are findly finished staffing our team.

Now we must assign our players to team roles. How do we do this? The old fashioned way —
we assign them according to our needs a the moment. The offensve coordinator is screaming to
get the offensve players selected first so he can get them trained as soon as possible and the
offengve coordinator is not to be trifled with so we send him the 20 biggest players. Wethen
assign the next 20 biggest players to the defense and the remaining go to the specid teams.
Findly, we are done, dmogt.

We then assign the biggest offengive players to the offengive line. We do the same on defense
and the specia teams. We then assign the remainder of the players to the various other positions
based on size— our primary selection criteria Since everyone knows that “bigger the better”. Are
we done yet? No, we still need to train each player for their positions.

Now training begins. The offendve linemen are taught their positions, and they practice and
practice and practice until they are the best linemen they can be. Classroom work and practice
have been fantagtic. Each player has learned his position in the classroom and each has made
great individud progress on the practice fied. The same gppliesto the defensve and specid
teams. We are ready to play, bring on the Super Bowl Champs!

Why training fails...
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A. Will eech player atain his maximum potentid at his postion?
More than likely.

We should be very pleased with our trainers.

B. Will we have hired the best players avalable? Very unlikely since our primary sdection
criteriawas size; not gpeed, not ability, not motivation, not desire, not work ethic, not
interest and not suitability for the pogtion they are playing.

C. Will we have assigned each player to therole that he is best suited to perform? Most
unlikely since we did not evduate their fitness for their podtion before we assgned
them to their position.

D. Will our team be successful? Only if we play againgt teams that dso sdect their players
the same way — not the New England Patriots that' s for sure— so we ought to limit our
games to the minor leagues and bemoan that our players are unable to achieve successin
the big leagues.

Should we blame the trainers for our team'’s lack of success?

E. Will our players be motivated? For awhile, but not for long, Snce congant failure is not
well-suited to maintaining employee mativation, but we can dways play in the minor
leagues and be the best we can be.

In the redl world of professond footbal the hiring managers get to see their job gpplicantsin
their repective positions on game film after game film. They have in depth scouting reports on
the top prospects. They have acamp in the spring before the football draft to measure players
height, weight, speed, physica condition, flexibility, and yes even mentd ability. They even
have training camp and pre-season games to evauate how each player performsin his position.

In the real world of employee selection we dl too often use “bigger is better” as our primary
sdection criteriaand just like in our footbal andogy “bigger” is not dways “ better”, just
“bigger.” When reading the above footbal story subgtitute “college grades’ for “bigger is better”
or “AlmaMater” for “bigger is better” or “education” for “bigger is better” or “past experience’
for “bigger is better.” Many of the sdection criteriawe so often use to make our find hiring
selections are often irrdlevant to success on the job.

We need to screen in gpplicants who have at least minima competence and a maximum fit for
thejob. In our footbdl example above we need to know which of the positions each player is
best suited to perform and we need to know this before they are hired, not after. Too many
employers use the “bigger is better” screening method when, in fact, they ought to use less costlly
and more rdliable screening methods.

Why training fails...
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ArticleF

Selecting Managers - How to avoid the Peter Principle
By Robert F. Gately

Reprint from the Journal of Management in Engineering / May/June 1996.

Editor’ s note: Thisissues guest editorial is by Robert Gately, president of Gately Consulting, a
professional engineer and hiring specialist who also holds a master’sdegreein
business administration, giving him a special perspective on engineering
management issues. His letter looks at all the wrong reasons engineers are often
promoted to management positions under current hiring systems, and
recommends how firms can pick managers and leaders with the right stuff to
compete in today’ s challenging environment.

Why do we select the most competent engineers for management positions? Why do so any of
them become less than competent at managing? The answer liesin the way engineers perceive
themsdves and those around them. From my perspective as a professond engineer and hiring
specidig, selecting the right engineers for management is not very hard. The hard part is
overcoming the resstance of many engineering managers to sdlf-evauation and sdlf-knowledge.

After 30 years of observing engineers in various management positions, | have to agree that
engineers are generdly sdlected for management positions for the wrong reason—that is,
technical competence rather than managerid proficiency. Engineering managers are sldom
educated and/or trained to understand themselves or other people, and, sadly, many of them do
not redize the vaue of such knowledge. Ignorance may be bliss, but in the business of
engineering that ignorance lowers productivity and profits—not to mention company morae.

In“Trangforming the Engineer into a Manager: Avoiding the Peter Principle’ Civil Engineering
Practice, Fal 1989, Neil E. Thornberry asserts that young engineers are judged on technical
merit and accomplishment and that promotions go to the technicaly proficient and verbaly
expressive engineers, while less technically proficient and verbaly expressive engineers wait
thelr turn.

What makes a good engineer? For marny managers the answer is smple: agood engineer follows
directions, pays close attention to details, does error-free work, finishes on time and persondly
does whatever it takesto get the job done. Y oung engineers receive recognition and rewards
primarily through their own efforts by persondly producing fast and accurate work and doing so
over long hours when necessary.

Selecting Managers....
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The reward for thisis a promotion with a higher sdary and more prestige. After more
promotions based on technica proficiency, the reward for further outstanding performanceisa
promotion into management. There sthe rub! The persondity traits and work habitsthat are
common in good engineers often cause them to become poor managers.

Managers, unlike young engineers, must know how to achieve their predetermined gods through
the cooperative efforts of others, not by doing the work themselves. Managers must not focus on
detalls dl the time, only when necessary. Managers must be cognizant of what motivates others
to succeed and then allow them to achieve success. Where do engineering managers learn—or
fail to learn—these sKkills? On the job from older engineers, who learned on the job from even
older engineers. The pattern perssts and competent engineers become incompetent managers—a
perfect demongtration of the Peter Principle: “1n ahierarchy, every employee tendsto rise to his
level of incompetence.”

M otivating technical professionals

The problem of motivating technica employees cannot be solved until managers do the
unthinkable: select engineers for management positions based on their ability to be effective
managers, not on technica ability done. Engineers must be sdected for management positions
based on “job fit” that is, the engineer must possess the right combination of menta abilities,
persondity traits and interests that will lead to success as amanager. Until this changeis
implemented, the profession will continue wonder why their best engineers do not become
effective managers, leaders, and community activigs.

Most engineering managers cannot determine job fit, o they evauate the engineer’ s company fit
and skills match. According to Chuck Russall’s book Right Person—Right Job: Guess or Know,
The Breakthrough Technologies of Performance Information”, job fit is “the degree to which the
candidate s cognitive abilities, interests and persondity dynamicsfit those required by the
position.”

Company fit is determined by one or more of the follow; drug testing, integrity testing,
honegty testing and interviewing. Skills match is evaluated by education, work history, objective
skillstesting and reference checking. Job fit requires an assessment in three critical arees
cognitive ability, interests and persondity.

The universe of otherwise qudified job applicants, for any postion, include many people who
will not be successful because they lack job fit.

Selecting Managers....
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About one-third of the otherwise qudified applicants have job fit, which is based on the traits
required by the position itself. The other two-thirds include the obvious midfits and the less
obvious future non-performers. The midfits and non performers are about equal in number (one
third each), but only the obvious misfits are readily excluded in the screening process. We are
then left with the one-third future non-performers and the one-third with job fit. Stated another
way, the pool of acceptable candidates consists of two groups: gpplicants with job fit and the
future non-performers. Since most managers cannot distinguish between the two groups, the
success rate in hiring or promoting is about 50%.

Communications

Effective communications is as important for engineering managers as e sewhere. However,

young engineers who effectively express their technical knowledge may not be effective
communicators in management or leadership positions. Talking and communicating are two
different, yet related, activities. Many engineering managers are excdllent talkers and poor
ligteners; others are good listeners and poor talkers: and, even worse, some are poor listeners and
poor talkers. No wonder so many engineering executives bemoan the condition of their
organization and professon.

Managers must spend more time listening and thinking than talking. A leader, on the other hand,
needs to develop avison and then explain it so that people will follow, not command thet they
follow. Many, if not most, engineering managers may not be visionaries nor even leaders, but

they must make sure that what gets done, gets done according to the company policy, project
manua, schedules, procedures and so on. Managers see to it that we get to where we are headed,
wheress |eaders determine where it iswe should head. Thereisaworld of difference between a
manager and aleader, but much of what | read in professiond journas seems to confuse

managing with leading.

Are engineers prepared to manage or lead people? How and where are engineers exposed to
management theory and best practices? How many engineers read about management, sudy
management or even try to identify their own shortcomings that will prevent them from

becoming effective managers? If good managers were made on the job, we would have an
oversupply of good managers, which is, of course, not true. Obvioudy, on-the-job training done
does not make good managers. Some managers have the right combination of persondity traits
that alow them to become effective managers. A few of the persondlity traits are; a concern for
others, awillingness to admit to mistakes, openness, an inclusve atitude, an ability to enjoy the
achievement of subordinates, the strength of character to let others make decisons and thus
make migtakes, and awillingness to listen actively to peoples concerns.

Selecting Managers....
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Managersand leaders

Abraham Zaeznik, Professor of Leadership at the Harvard Business School and clinicd
psychoandys, wrote in The Managerial Mystique: Restoring Leadership in Business that
“managers, by their very nature, thrive on control. Therefore, anything that they perceive as
cogting them contral is unsettling and is to be avoided... managers do not dlow themsdves the
luxury of fallure, whereas aleader will try, fail and try again dl the while learning new and
vauable lessons. The manager on the other hand learns only one lesson in life— don't fall —
and to ensure non-failure managers sedom take risks.”

This description of leaders and managers highlights the mgor problem with technical professons
such as engineering. How many technical managers are comfortable having aleader in their
employ? A leader as anew hire? How many of us are more comfortable with the managerid
types? Aren't we realy more concerned with process than ideas? How many times have we
heard “that’ s stupid” or “we don’'t do it that way” spoken by someone in our organization? The
negativity expressed by those words is a serious demotivator and spirit killer, especidly to young
engineers just beginning to explore their leadership potentia, words have consequences.

Combine the managerid persondity type with the Peter Principle and we can see why we have
such a problem developing our young engineers into effective managers, let doneinto dynamic
and forceful leaders. Leaders take risks and grow from making mistakes, and the managerid
types take few risks to avoid making mistakes. Are your managers risk takers or risk avoiders?
Will your risk avoiding managers drive out of your organization and quite possibly the
profession, the young risk takers, ensuring that you will have few leaders from which to sdlect
your future managers? The cost of such manageria mistakes is enormous because it deniesthe
organization the future leaders it needs to stay or become competitive. Some call this attention to
theindividud the soft Sde of management.

The soft Sde of management is often stressed by professors of businessin most case sudiesin
many graduate level classes. As arecent graduate of a Magters of Business Adminigtration
program, in 1992, | remember being surprised at how much time was spent on the interpersond
nature of business. All problems in business are people problems. From mafunctioning
equipment to poor client relations, people are the only ones who can fix problems. When we
emphasize what a manager needs to do to motivate technicad employees we miss the problem.

Professiona organizations provide members with training in human resource management and
leadership, yet changeis very hard to come by. Generdly, thisinformation has been written
about, lectured about and talked about for decades.

The problem is not that the information is not available, the problem is that the people who need
to read it, believe it and act on it are incapable of doing so. Leaders lead and managers manage.
Efforts to help engineers manage and leed more effectively will be afalure until the right people
are managers.
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After decades of advancement up the corporate ladder, engineering managers often view
themselves as too old to learn something new or they reject recommendations they do not
understand. Experience is not a subgtitute for education and education is not a substitute for
experience: neither one doneis sufficient for effective management.

Engineers are often sdlected for management positions as areward for their past engineering
efforts, but the criteria should be the mentd abilities to perform the work of a manager, the
interest to enjoy doing the work of amanager and the appropriate behavior when under stress.

An excdlent manager who is an average engineer will out perform an outstanding engineer who
isapoor manager, even if the poor manager does the work him or hersdf—a common problem.
The god of managers should be to get the best results from their gaff, not just from themsalves,

What incentive is there for engineers to sudy behavior, motivation or busness issues such as
accounting, finance and marketing? If engineers are not educated early in their careers they may
be doomed to a career in management ill- prepared to manage people or the business of
engineering. An uneducated manager isill suited to manage those trained in management theory
and practice and others who understand the consequences of management’ s decisions. Not every
competent engineer is suited to be a competent manager. Thereisaworld of difference between
an effective manager and a competent engineer, and improvements in our profession will be hard
to come by until that difference is recognized and acted upon by the very people who may be
auffering from the lack of skills.

Engineering managers must know more than the technical end of the business, and learning the
skillson thejob is not sufficient. Until engineering companies require their managersto be as
educated in management and business as they are in engineering, the problems will continue
uncorrected and companies will not become the dynamic, successful organizations that we want.

Education for Managers

The vaue of studying motivationd theory and organizationd behavior and other areas sudied in
the typical advanced degree and other non-engineering programs must be taken serioudy by both
management and the engineering staff. There is sufficient information to reach the conclusion

that the problem with engineering is not the engineer, but rather the engineering manager Correct
the engineering managers and the rest may fix itsdf.

My hope is that some day engineering managers will redize that effective management takes
different skills than those engineers usudly bring to the manager’ s office. After talking with

many engineering managers, | am convinced that engineers do not know what congtitutes
effective management or leadership. Without adequate education and training in management,
engineering managers are navigating in the fog without a compass. Making mistakes maybe a
quick way to learn alesson, but can we afford it? Should we pay the price? Dr. Deming said,
“The sdf-taught never learn the best way to do the job.” Should we let our managers be self-
taught—Iearn by making mistakes—or educate them to learn from the mistakes of others? |
suggest the latter.
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Page5 of 6



Gately Consiling Business Costs and Impacts of Turnover Excel Blss & Associates, Inc.
Workbook Instructions and Owner’s Manual

Now, consder the Peter Principle and the tendency of managers to hire and promote people who
are like themselves, and we see that the percentage of gpplicants with job fit gets smdler and
smdller. Engineering managers must break out of this downward spird and start hiring and
promoting engineers who have job fit for the role of manager. Unlessthe right people are

seected for management postions, there islittle hope for improvement.

The best technicd employees seldom make the best managers, therefore a sea of changein
thinking must be accomplished in most engineering companies. Be forewarned, however, that it
may be impossible for some engineering managers to admit that they mast have been selected for
their position based on inadequate criteria—their technica excdlence and spesking ability.

We must put the right people into management and keep the unprepared, highly educated experts
in their technicd fidds—reward them handsomely, but leave management to those who have
prepared themsalves for the task. Some engineers seem to believe that management is a kill
conferred by magic upon those selected for management positions, and this belief helps
perpetuate the Peter Principle.

If it istrue that managers promote subordinates who arein their own image, and | think it is, then
isit any wonder that today’ s managers are incapable of mativating technicad employees? The
problem is not with the employees, but rather with the people who are promoted into
management without adequate training, education or talent for management. Engineering
managers need fewer “how to” books and more “why to” books, articles and discussions about
the necessity of getting an education in management and business. The emphasis should be on
educating engineers prior to their sdlection for managerid postions.

Selecting Managers....
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Article G

What isJob Match?
by Robert F. Gately

Job match occurs when a person has the right attributes or dynamics to be a successful,
productive, dependable employee over the short-term and long-term. For a person to have an
adequate job match he/she must have:

1. thethinking style to learn and do the job.
2. theoccupational interest to enjoy thejob.
3. thebehavioral traits to be successful.

Let' stake alook at these three areas in alittle more detall .
1 - Thinking Styles

A primary resource for learning is the ability to process information coming from the
environment. In most training Situations, the information isin the form of ether words or
numbers. Thinking stylesform the

foundation of amogt dl problem solving, communication, interaction, and learning skills that
are used on the job.

Typicdly, the more easily an individua processes informetion, the greater the pace & which
they may learn those skills that are used on the job. Often, maximizing thet learning means
finding the gpproach that will make the mogt of their available learning skills

2 - Occupational Interests

For people to be long-term productive employees it makes sense that they enjoy the type of
work they are assigned. Jobs can involve working in numerous environments and depending

on the time spent on the job in one environment the more critica the person’sinterest

become. The most productive people truly enjoy the type of work they do and approach work
asif it were ahobby — it interests and motivates them.

What is Job Match?
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3 - Behavioral Traits

Behaviord Traits help define who we are by influencing the behaviors that we exhibit. Asthe
strengths and combinations of our behaviord traits vary, so do our behaviors.

A person’s behaviord traits determine how he or she will behave on the job. It determines
how they react to Situations, how they delegate tasks or perform what has been delegated to
them. It determines the extent to which they follow rules, how wel they listen to ingtructions,
solve customer problems, meet deadlines and correct mistakes. Preferred behavior dso
determines how they rdate to their fellow employees and management, if they avoid conflict
or if they enjoy the chalenge of conflict and how well they manager Sress.

Now we understand what work related characteristics determine how a person will perform
on the job. Job match occurs when these characteristics are right for the job. But how do we
know wheat the desired characteristics are for ajob? It is easy, firdt identify the top performers
in the position and second test these top performers to quantify thelr common success traits.
Once these success traits are quantified, i.e., a success hiring pattern is devel oped, future job
applicants are compared to the objective success hiring pattern to determine if they have a
job match.

The Profile Assessment was specificaly designed to objectively measure these work related
characteristics — thinking styles, occupationa interests and behavior — to the unique
demands of each job.

What is Job Match?
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ArticleH

How to control employee costs before making the hire
by Robert F. Gately

The best time to control employee costs is before bringing new people on board, rather than later
when we discover that they do not work out and we have to fire them. When we acquire physica
assets such as computers, automobiles, desks or chairs we often perform dl types of andyss.
Most companies, however, do not do anywhere near that kind of anayss before they invest in
new people. Anadyzing new hires before you make the commitment to hireis probably more
important. If an employee does not work out, the potentia for problems may be enormous.

Jugt think of the lawsuits lone:

{ Unlawful termination
{ Sexud harassment
{ Workman's compensation

Add to that what it costs to hire someone:

{ Recruitment. The cost of placing ads and working with executive recruiters and doing
al the various tasks it takes to build a pool of candidates.

{ Selection. We then perform the various interviewing and screening processes.

{ Integration. Once we have found the ideal employees can we bring them into our
company and expect them to become productive right away? We need to train them about
the components of the job and our Company culture. Whether we use forma or on-the-
job traning, it will be expensve. Findly it takestime for the learning curve to bring the
new hires up to speed. When we couple these costs with low productivity and poor
morale that an employee with out job fit can cause, the potentia for harm to the company
is much greater than the losses from any inferior machine,

Despite dl this, companies do not exercise as much care when selecting new hires as they do
when sdlecting new equipment and merchandise. Why does this occur? Most managers do not
know that they can do more than what they are doing. Managers do not know how to determine if
an gpplicant has the right behavior for the job, so it isignored.

How to control employee costs
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Matching the Peopleto the Job:

Employers will maximize their people assets when they match their peoples’ abilities and
behaviors to the job rather than force the job on them. Have you ever wondered why certain
people are better at certain jobs than other people even though their education and work
experiences were Smilar? The answer issmple: their personalities are different.

A sudy of 360,000 individuas published in the Harvard Business Review found that the most
important factor in predicting job successis, how well does a person fit the job.

The study concluded that persondity traits are the controlling factors in determining if a person

will be successful in aparticular job provided dl other things are equd. To benefit from this
knowledge, however, a company must know what personality an employee needs to be successful
inaparticular job.

Assessing Behaviors:

The mogt effective assessments dlow a company to match the right person to the right job, thus
avoiding costly and frugtrating hiring and training mistakes. An employer needs to know the
guestions to ask and how to evauate the answers received. Fortunately, software now exists that
alows companies, in often less than an hour to:

{ Accurately assess gpplicants or employees suitability for a particular job.
{ Make moreinformed training and management decisons

Judging and even understanding persond behavior is often thought to be an art, not a science,
which means our decisons are often based on anumber of factors, none of which we can easly
quantify. Computerized assessments help us to do pre-employment screening that alows usto:

Avoid wrongful dismisa lawsLits

Train, develop and promote employees
Conduct performance appraisals and reviews
Counsd problem employees

Motivate employees

Reduce turnover

Increase productivity

Improve job performance

e oy e e A A ey

There are many assessment tools available, but be sure the one you chooseis:

{ vdidated in accordance with professond standards and procedures

{ non-discriminator and it complies with EEOC and other federd guidelines
{ ableto corrdate abilities and behavior dimensons aswell asinterests

{ objectively scored by computer with printed reports

How to control employee costs
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At aminimum, the assessment should measure three areas;

1. Thinking Styles
2. Interests, occupational
3. Behavioral characteristics

Different jobs and different companies require different combinations of the above three traits.
The persondity characteristic of your most effective employees, such as await saff, may doom
those top performersto failureif they are required to perform the job of a manager. If your
company is very informd, for ingance, amore rigid individua may not fit in aswel asanon
rigid person.

Thefollowing isalist of traits assessed by the Profile Assessment, see Press Release No. 3:
1. Thinking Styles

Learning Index...an index of expected learning, reasoning

and problem solving potentid.

Verba Skill...ameasure of verba skill through vocabulary.

Verba Reasoning...usng words as a basis in reasoning and problem solving.
Numericad Ability...ameasure of numeric caculaion ability.

Numeric Reasoning...using numbers as abasis in reasoning and problem solving.

2. Occupational Interests

Enter prising...occupations where they use persuasiveness and

enjoy presenting plans

Financial/Adminigrative...work with financid data, business systems,
adminigtrative procedures, etc.

People Service...occupations that help people and they are concerned

with the welfare of others.

Technical...occupations that center on scientific/technica activities,
research & intdlectud ills.

M echanical...in occupations that work with tools, equipment and machinery.
Creative...occupations where they are imaginative, origina and aesthetic.

3. Behavioral Traits

Energy L evel...tendency to display endurance and capacity for afast pace.
Assertiveness...tendency to take charge of people and situations.

Leads more than follows.

Sociability...tendency to be outgoing, people-oriented

and participate with others.

M anageability...tendency to follow policies, accept controls

& supervison, work within the rules.

How to control employee costs
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Attitude...tendency to have a positive attitude regarding people and outcomes.
Decisiveness...uses avalable information to make decisions quickly.
Accommodating...tendency to be friendly, cooperative,

agreeable. To be ateam person.

I ndependence...tendency to be sdlf-rdiant, sdf-directed, independent action and
make decisons.

Objective Judgement...the ability to think clearly and be objective in decison
making.

Conclusion:

When we learn what thinking styles, occupationd interests, and behavior traits allow our best
employees to be so successful, we can increase our chances of hiring more people with the same
st of characteridtics. Thisisasmple concept thet is eegant in its gpplication.

How to control employee costs
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Articlel

Employee Retention Strategiesand | deas
By William G. Bliss

All companies, regardless of sze, are struggling with how to keep employees from leaving for
more money or better opportunities. Studies consstently show that even though employees may
say they are leaving for more money, when those same employees are asked severa months later
why they redlly |eft, the money factor is about 5th or 6th on the list. The firgt few reasons include
lack of recognition, disagreement with the culture or direction of the company, poor trestment by
their boss, lack of  excitement about their growth prospects, and poor relationships with co-
workers.

Did you know that studies have indicated that it will cost asgnificant amount of money to

replace an employee? How much? When you add the cogts of finding an employee, training the
new employee, logt productivity and filling in for the employee who leaves, the cost can easily
equal 150% of the base sdary of the person who left. So, if you are paying someone $50,000, the
cost to replace that person will be approximately $75,000. This money comes out of your hard-
earned profits.

Thisis one of the key reasons that companies are focusing so much effort on keeping their
current employees. How can you increase your chances? Listed below are a number of ideas you
may want to consder.

Ensure you offer competitive compensation.

Ensure you offer basic hedlth care benefits at reasonable rates.

Congder adding lifestyle benefits that are cost effective (read easy on cash flow).

Find out what employees want from their career and do what you can to for their needs.
Be asflexible as possble about how the work gets done.

Be asflexible as possible as to when and where the work gets done. Can it be OK for an
employee to take afew hours off to attend to afamily persond matter if they can
accomplish thejob at their home in the?

Take ared and genuine interest in peopl€e’ s career aspirations and lives.

Catch people doing something right. .. frequently recognize positive to the company.
Communicate company progress, financia news, mgor customer or sdleson aregular
basis. Follow up on your commitments to provide or answers.

Have regular (bi-weekly or monthly) meetings with al employeeswhere they can ask
you questions about your plans, company progress, new to look for, etc. Be accessible to
them s0 you can learn needs. If you can respond to their needs before they become redl
issues, they won't begin looking for greener grass.

Employee Retention Strategies and |deas
Page 1 of 2



Bliss & Associates, Inc.

Gately Goniing Business Costs and Impacts of Turnover Excel
Workbook Instructions and Owner’s Manual

- Ask former employees why they resgned. Even if they left Sx months ago, they gill have
avdid perspective,

- Routinely ask employees what you can do to make the company a better to work. Set
boundaries if necessary as to what items are not; such as ownership in the company or
50% per year sdary.

Keeping people is arguably the most chalenging aspect of running a business today. The answer
liesin the fact that there is no one set of answers. People are different, so their reasons for doing
anything are different. Successful companies today ensure they know what makes their best
people different, and they work hard to see that those needs are met. Hopefully, some of the
ideas mentioned above will spark some useful ideas for your unique company and your unique
group of employees.

Would you like to discuss this topic with the author?

Copyright © 2001 by Bliss & Associates Inc. No part of this site may be reproduced or mirrored without permission.
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Article J

Communicating Effectively With Y our Employees
By William G. Bliss

Just about every dlient | have worked with or company | have been associated with have stated at
one time or another that they have a problem with communication. Why? The specific
circumstances are usudly different, however, it generdly boils down to misunderstandings,
miscommunications, failing to communicate (as the famous line in that movie "What we have
hereis afalure to communicate") or under communicating.

Why is communication so important in a company? Because everything we do in that company
IS based on accomplishing something for the customer, the boss, the stockholders, employess,
community, or some other cause. If we don't understand or know what the desired outcomeis,
how can we effectively accomplish the goa? Therefore, communicating the desired outcome is
critically important to success.

So what is effective communication? For purposes of this discussion, alow me to define
effective communication as the process by which we either send or receive a message that
ensures the exact meaning we intend it to mean. Think of atime when an employee did not
accomplish a particular task. If you take away any reason dealing with capability or performance,
the reason can probably be traced to an ineffective communication event between you and the
employee.

In communicating, you can play only one of two roles: that of the sender or the receiver.
Effective communication happens when you send a message that is understood by the receiver.
How do you do this?

Y ou as the sender must do the following:
Know whét it is you want to communicate - an idea, a decision, arequest for information.
Know your audience - would you speak to atwo year old the same way you would spesk
to your top saes person? Probably not, so you need to use different words.
Prepare a clear and concise message.
Ask the recaiver for their understanding of your message. When you ask the person to
paraphrase what you just said, it helps the recelver process the message and repest what
they think they heard. This alows you to assesstheir level of understanding. If it isnot
correct, you can make corrections right there and then.

Communicating Effectively With Y our Employees
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Y ou as the recelver must do the following:
Listen clearly for the message; repeat what you have heard to ensure you understand the
intended meaning.
Ask quedtionsto clarify the intended meaning.
"Ligten” for body language...if the words and the body language do not agree, ask the
person for more information, or ask them to darify the message. Thiswill prevent the "he
sad one thing but realy meant another” stuation.
L et the person state their full message before you respond or interrupt or finish their
sentence.
When you have determined that a particular problem has been caused by any of the
communication reasons (miscommunication, misunderstanding, under communicating), seeif
you followed the steps above. Effective communication requires that both the sender and
receiver have the same understanding of the message the sender intends.
Asyou are now armed with anew tool to ensure effective communication, you must take
responsibility for both the sender and receiver, until your employees have learned thistool as
well. Try it out and you will seethat it works,
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ArticleK

Goal Setting and Goal Achievement
By William G. Bliss

Much has been written about god setting. Y et, many people comment that they are not satisfied
with their performance in achieving those gods. This article is intended to address not only the
effective setting of goals, but dso to identify 8 stepsto ensure that you achieve the goas you
have st.

To begin, let's be sure we have aclear definition of what congtitutes agoal. There have been
many definitions of agod; for purposes of thisarticle, | would like to define agod asfollows:
"A written statement that clearly describes certain actions or tasks with a measurable end result.”

To eaborate on this definition, agoa must be written. If it is not written, it ismerely an idea
with no power, conviction or motivation behind it. It will lack energy and purpose. A written
god will dlow you to remind yourself and others exactly what hasto be done. Rereading this
written goa on aregular basis will help provide the motivation to achieve the god.

A god will clearly describe certain actions or tasks. A god that is clearly described will

diminate misunderstandings between you, your colleagues, your staff and your boss. Clearly
described goaswill include action verbs such as create, design, improve, organize, purchase, eic.
A test to determine the clarity of your stated god isto show the statement to 5 people. Ask each
of them individudly to explain the purpose and objective of the god. If each one has the same
response, your god is clearly stated. If the responses differ, even in the dightest, itisasignd to
make your goa more clear.

Goas must have amessurable result with atimeframe for completion. A measurable god is
quantifiable. It is described in such away theat the actud result cannot be disputed. If you cannot
measure something, chances are you cannot effectively manageit.
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Now that you have awritten god, what steps can you take to ensure you achieve the goa? The
fallowing will help you:

1. Regularly and vividly imagine your god as accomplished.

2. Shareyour god with as many people as possible so they can support and

encourage your actions to achieve the god.

3. Break thegoa down into smal steps or tasks and set deadlines to complete
the smdler steps.

4. Review your progress regularly.

5. Plan each task or step on your calendar by making a appointment to work on a particlar
part of the task. Block out the time necessary and try to not alow interruptions, phone
cals or other tasks distract you.

6. If you are having trouble or getting backlogged, ask for help. Also, dlow yoursdf to help
others who may be backlogged as well.

7. Makethe decison that you will accomplish the godl.

8. Panareward for yoursdf for the accomplishment of the god. Even if no one d<e (like
your boss) will provide areward, there is no reason you can't reward yoursdf- amovie, a
massage, awalk in the park or something that is meaningful to you. Thiswill dso help to
moativate you to accomplish the godl.

Wheat | have outlined is a process for effective goa setting and achievement. A process will work
if two components are present - the processitsdlf is sound and the people utilizing the process
have the discipline to follow the process through. The process described above is sound and has
worked in thousands of Stuations. The disciplineis up to you.
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ArticleLL

Hiring for theLong Term
By William G. Bliss

Most managers and senior executives would agree that the task of hiring can be one of the
respongibilities with the most impact in their organization. There are many reasonsfor this
induding:

Many managers Smply do not interview often enough to become expert at this function.

Many managers fed that hiring is not alogica process such asthat used to determine a
make vs. buy decison or the adoption of a marketing campaign.

There is no doubt; hiring mistakes are quite costly to organizations, regardless of the size of the
organization. In a previous aticle, | discussed how the business costs and impact of employee
turnover could easily equa 150% or more of the base salary of the person who leaves.

Hiring mistakes cause disruption in the workplace. People who do not perform up to adesired
standard cause adrain on other staff resources, making that staff far less productive, costing redl
dollars. In addition, management must devote time to attempt corrective action. This takes avay
from managers being able to develop new and innovative ways to make or save money, address
customer needs, develop plans to grow the company, or take advantage of new market or
business opportunities.

Can dl mistakes be avoided? No.
Can you take geps to dgnificantly minimize them? Definitdly.

Hereis a step-by-step process that will establish amuch higher degree of confidence when hiring
gaff for your organization and provide an environment that will encourage the employment
relationship to last for along time.

Step 1:  Definethe job in the dlearest terms you can. This may sound overly smple,
however, thisis where many hiring decisons actudly art to fal gpart. In addition
to listing the key respongibilities, duties and tasks, the definition should include key
gods or accomplishments you want the person to complete within the first 6 - 12
months. Have dl people involved in the sdection decison confirm their
understanding of the position definition. Test the reasonableness these position
respongbilities. This sep is completed when you identify longer-term needs and
gods for this pogtion.

Step 2:  Define the experience, skills, and talents you want the person to possessin order to
be successful in performing the job. Experience is defined as the set of past jobs
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where people have learned functiona aspects of ajob. Functional aspects may
include items such as sales, product management, manufacturing or accounting.
Define how much experience you want to have. Skills are those technical
requirements of a position such as specific computer programming, ability to create
abudget, good verba communications, etc. Taents are those attributes that set
people apart from one another such as a strong enthusiasm for working on new
chdlenges or motivating others to perform to high sandards.

Define the culture of the department, divison and overdl organization. Elements of
organization culture include the decision-making process (autocratic or consensus),
communication syle (informd or formd), and, work vaues (family friendly or 80
hour work week expectations). The correct definition of the culture will aid greatly
in hiring for the long term. People will have a chance to excd when they arein an
environment where they can thrive because their vaues and the vaues of the
organization are in dignment.

Identify the persondity traits that are valued in your organization dong with those
that are not valued or detrimental to success. Persondity traitsinclude the leve of
aggressiveness, initiative, sense of humor (this works quite well at Southwest
Airlines but not at the Interna Revenue Service), empathy, cautiousness, etc.

Define the ways you are going to identify potentia candidates. Unless you are
paying aretainer executive search firm, | suggest you utilize as many possible
recruiting avenues as possible, including your own network, employee referrd,
former employees, advertisements in gppropriate places, looking for people at
conferences, seminars and industry mesting, internet searches and other avenues.
Y ou don't want to leave any stone unturned.

Define your decision making process for selecting candidates. Make sure dl
involved in making the decison agree on the selection criteria. Many companies do
not take this step up front and wind up missing the opportunity to hire the best
candidate because they can't agree on the sdection criteriawhen that greet
candidate comes dong. Then they are disappointed when they |ose the candidate
because they have taken too long to make them an offer.

Utilize two interview approaches. the first to assess candidates experience, sKills,
and taents. The mogt effective way to arrive a sound assessmentsisto utilize an
interviewing concept known as behaviora interviewing. The second interview
focuses on persondity and culturd fit within your organizetion. See the article
entitled “The Art of the Interview.”

Conduct assessmentsin order to verify your conclusions about the top candidates
qudifications. These include gptitude, style, technica skills, and persondity testing
that is avallable for reasonable fees and administered quite efficiently by afew
outs de assessment firms.
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Sl the company to the best candidates. They have to be as excited to join your
organization as you are to want to have them join. Open your company up to the
full ingpection of the best candidates. Fredly discuss the company environment in
terms of team orientation, level of formality and bureaucracy. Describe the plans for
growth you have aong with the negative press or conditions that the company has
recently faced. The good candidates will discover thisinformetion in their due
diligence anyway, so you might aswell be up front about thisinformation. They

will be encouraged and impressed by your honesty.

Fully understand what your best candidate wants in terms of a complete offer
package. Know up front what your company can do in terms of sdary, benefits,
accommodations, title, vacation, and other elements of a complete offer package.
Do whatever you can to put together the best package possible. After dl, you have
now invested a good amount of time and effort to woo the best candidate and you
do not want to lose them based on incomplete information.

Hiring for the Long Term
Page3of 3

Bliss & Associates, Inc.



Gately Consiling Business Costs and Impacts of Turnover Excel Blss & Associates, Inc.
Workbook Instructions and Owner’s Manual

ArticleM

Deciding How Much to Pay Employees

By William G. Bliss

Given the tight labor market of today, many companies struggle with the issue of how much to
pay employees. Y ou certainly want to pay someone based on the vaue they provide the
company, but how do you decide exactly what that amount should be? Y ou would probably
agree that paying your office manager $100,000 per year may be paying more than the vaue
they provide. Smilarly, think what would happen if you were to pay a sdes representative
$20,000 per year when they brought in amillion dollarsin revenue. Y ou probably would not
have that sdes representative on your payroll very long because they would fed underpaid for
their contribution.

Y ou aso want to pay someone what is considered competitive in order to attract them to your
company and keep them on your payroll. Keeping top-notch employeestoday is particularly
challenging, given the stock option craze and base sdaries seeming to be going out of sight.

There are severd waysto find out what the market is paying for employees. Some of the
methods are sdlary surveys, genera networking and newspaper advertisements. These techniques
are epecidly useful for the business owner who probably does not have alot of time to devote
to learning about this subject, nor can they afford to hire one of the nationaly known
compensation consulting firms.

Sday surveys can be agood place to start. Many industry associations conduct surveys for their
members. The Internet isfilled with surveys on sdaries paid to dl types of employees.

Sometimes, aloca chamber of commerce or business association can provide some basic data as
wel.

Not al surveys provide reliable information, however. Consider that job titles are used to
describe the position's respongbilities; however, rarely does the title at one company mean the
same at another company. At smal companies, many people wear so many different hats, it is
hard to use someone'sttitle as an accurate description of what they really do, hence, sdary
surveys reporting this information can be suspect. When assessing the reliability of a survey,
consider who conducted the survey and how the information was vadidated.

Generd networking among your business peers, vendors and sometimes even your customers
can be helpful. Asking your banker, lawyer or outside accountant can aso provide some useful
information. They may ded with other companies like yours and would be glad to make an
anonymous inquiry on your behdf. Y ou can aso cal some specidized headhunters and ask them
for information. They will generdly provide you with information that is fairly recent, because
they arein that busness. Some of them even publish sdary surveys. Thinking they may get your
business, they are generdly happy to hep with information.

Deciding How Much to Pay Employees
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Y ou can dso post the question on any number of Internet sites that have message posting boards
for amdl business.

Check out the classified ads in your Sunday newspaper or industry publication to get an idea of
what some other companies are paying. Usudly, the advertisement provides some sort of a
description of the position as well, so you can be assured you are comparing like jobs. If ajob
sounds like it isagood match, but they do not provide any sdary information, why not call them
asif you were the candidate and ask for the generd sdlary range for the position.

Some other congiderations you may have when establishing employee sdary levelsindude
1. What isthe value for the job a person performs compared to othersin the company?
2. How important are benefits to the employees. Can | add more benefits without having to pay
more in base salary? Such benefits may be less expensive than a sdary increase.
3. How much can you redidticaly afford to pay? What impact would not having this person
have on your business and how much is that impact worth to you?

Determining theright level of sdary to pay isan at, not ascience. In the end, you want to be
able to attract and keep employees that will provide value to your business and your customers.
In return for that vaue, you pay them an amount that reflects the vaue.

Deciding How Much to Pay Employees
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ArticleN

Finding Peopleto Work for Your Company
By William G. Bliss

With today’ s very tight labor market, knowing how to find people to work for your company can
be a chdlenging task indeed. There are many techniques you can use, some that will cost you
only your time, and others that can cost significant amounts of cash. Thisarticle will focus on
identifying a number of the lower cost techniques you can consder using to locate potentia job
candidates for your company.

I will make the assumption that most business owners reading this article probably cannot afford
to spend 25% or more of a person’sfirst year’s sdary on a headhunter. Given that, we won't
discuss the use of this or other high cost techniques.

Remember that the best employees are usudly not looking for employment, which means that
you have to find them. Here are some of the methods to find people:

No/Low Cost M ethods

1. Word of Mouth —You and your current employeestdll everyone they know:
accountants, consultants, lawyers, bankers, clergy, suppliers, customers, tennis partners,
your advisory board, and basically anyone who knows other people.

2. Advertisementsin Local Papers — The caution here is that people who are looking for
work will likdy find your advertisement and thisis fine for the adminigrative, clerica or
production type employees. When you need someone with more experience and a higher
level expertise, these people are not likely to look in the local papers.

3. No cost Internet Job Posting Boards — Asof thiswriting, there are ill over 1,000 no
cost posting boards on the Internet. If you are Internet savvy, these postings can certainly
be cogt effective, yet they obvioudy have nationd exposure, which may not be
appropriate for your company.

4. Employment Section on Your Company Website — If you have awebsite, by dl
means, post your openings here; remember to update the listing frequently.

5. Current Vendorsor Suppliers — If you like the way an employee at a particular vendor
handles you or your company, ask them directly if they would be interested in joining
your firm.

6. Employee Referral Programs — where you pay your employees when they successfully
bring a candidate to your attention and you eventudly hire them. Y ou would provide a
cash payment or other desirable form of recognition to your employee.

7. Networking at Trade Shows — Whenever you attend a trade show, work the crowd to
identify possible candidates for future consideration, then maintain contact with the best
ones until you have that opening that they would be perfect for.

Finding People to Work for Y our Company
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School Placement Offices— Locd high schools and colleges usudly have job placement
offices and they are dways willing to help their sudents. In the absence of a placement
office, contact some of the professors for recommendations of the top students.

Former Employees, Consultants and Vendors — can be awonderful source for
candidates.

Flyerson Automobilesat the Local Shopping Mall — Creating awareness is hdf the
battle. The people who read the flyer may not be right, but they may know someone who
isthe perfect fit.

Real Estate Companies—who may know of spouses and other family members who are
rel ocating with a corporate executive into your neighborhood. Ditto with school officids.

L ocal Business I ntelligence — Track loca companies announcements of layoffs,
relocations out of the area, mergers, shutdowns, €tc.

M oder ate Cost M ethods

1.
2.

3.

Internet Job Postings — on such sites as Monster.com, HotJobs.com and others.
Larger Circulation Newspaper Advertisements —in such publications asthe Wall
Street Journa, New Y ork Times, Chicago Tribune, etc.

Industry Specific Magazines or Journals — Be aware of the lead time necessary,
especidly for the monthly publications. The upside is that you have a highly targeted
audience.

Job Fairs — Attendance at aloca or speciaized job fair where athird party does dl the
advertisng and adminitrative work, and you show up and talk to potential candidates.
Billboard Advertisng — Hey, you never know, and it may even atract some customers
to your business as well.

A successful candidate search process will probably require use of severd of these methods.
Don't put al your search eggsin one basket.

Finding People to Work for Y our Company
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ArticleO

Successful Integration of Merged Organizations
By William G. Bliss

In today's fast paced business environment, there have been alarge number of mergers,
acquisitions and other forms of mgor organizationa change. Lately, hardly a day goes by that
yet another merger or acquisition has been announced in the news. These happen to large
companies aswdl as smal companies. Theinitial reasons for these mergers are generdly to
accomplish one or more of the following: increase productivity; take advantage of the strengths
of each company; be stronger and more competitive; or, gain synergy not otherwise available
had both companies remained independent.

It has been estimated that over 50% of these mergers do not achieve the benefits and goas that
wereinitidly planned! That is quite agatidic. Y et, organizations continue to jump on the merger
bandwagon fully believing thet they will achieve the stated gods. The same can be said for the
combining of departments within an organization or the centraizing of like functions (such as
finance, marketing, sdes, purchasing, etc.) of commonly owned companies. These changes are
designed to create or improve efficiency, save cogts and take advantage of well designed
processes, yet unforeseen circumstances and events cause disappointing results.

What then can be done to increase the chances of success of such an organizationd change as
described above? The following ten steps will help ensure the successful integration of merged
organizations.

1. Developacrysd clear misson and purpose of the new organization. Develop 3 month, 6
month and one year gods of the new organization. These mission satements and goals
should be s0 dear that it is virtudly impossible for employees, management and
customers to misunderstand the purpose. Define the expected culture and operating style
of the new organization. Gain senior management commitment as to how they will
eva uate the success of the new organization.

2. Edablish an integration team who is charged with developing plans, projects and tasks to
ensure the successful completion of the integration. This team should be given the
financid and time resources to accomplish this critica step in the process. Depending on
the sze and complexity of the integration, this could be afull time assgnment to some or
al members of the team.

3. Develop acommunication process that will kegp employees, management and customers
informed of the progress of the integration. Accept the notion that there is no such thing
as over communication.

Successful Integration of Merged Organizations
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Identify obstacles to success. Gather the implementation team for a brainstorming session
that will flush out dl the possible obstacles and issues. Then, with each obstacle clearly
identified, develop action plans that will prevent the obstacle from even developing in the
firgt place.

Identify and define the processes of each of the merging units. Resolve to utilize the
process which is truly the best without regard to where it comes from. Sometimes the best
process actually comes from combining ideas from multiple sources.

Make it a standard operating procedure to evaluate each decision againgt the stated
mission of the newly merged organization as atest of the correctness of the decison.
Evauate the decison making process againgt the desired culture the new organization has
decided to creste.

Allow the gtaff to expresstheir worries, fears and anxieties about the merger. Also alow
them to express their ideas, suggestions and possible roles that they may be interested in
assuming. People will be more committed and motivated to work harder if they fed as
though they have been part of the solution.

Define the competencies needed of the management team in the merged organization and
work to assess current management againgt those competencies as quickly and as
objectively as possible. If there are to be any staff changes, decide and communicate
those changes as quickly as possible, but not later than three weeks after the merger has
been announced.

Identify some quick wins early in the integration process. Celebrate and publicize those
wins to everyone as a means of boosting morade and enhancing productivity.

Utilize pogitive communication styles such as providing honest feedback whenever
possible, addressing rumors as soon as possible and avoiding the secret meetings
whenever possible,

Successful Integration of Merged Organizations
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ArticleP

Succession Planning for the Small Business
By William G. Bliss

So you have grown your business to the place you want it to be and you are thinking of an exit
drategy or just retiring. Congratulations! But the new question iswho is going to run this
company when you hang up you business cleats?

Succession planning is al about picking your successor and having them ready to take over

when you want to leave, or do something different. Maybe you do not want to be CEO anymore,
but sill remain as part of the business. Maybe you want to go part time or to Sart another
business. Successon planning is dl aout making sure that someone is fully developed and

ready to take over.

When does the process start? It depends on where your business or organization is and the talent
you have in the bullpen. It dso depends on how much control you want to give up. It could take
months or it could take years. | have worked with one organization where the Presdent decided
he wanted to give up hisrole of President in three years and came to the redlization that it would
take his successor that amount of time to learn what they needed to learn to effectively take over
the reins. Are you surprised & that amount of time? | wasn't, giventhe level of development thet
the successor needed.

What should you look for in a successor? Start with the company’ s business plan. Where do you
expect the business to bein 5 years? From there, work backwards. What sKills, talents and
abilities are needed in the leader to get the company to that place? Develop an honest assessment
of the cgpabilities of the most likely interna candidates. Such an assessment can be done
effectively with the help of an outsder who is skilled & making such assessment and who can be
objective. Honesty is criticaly important if you want the business to survive grow and prosper.

Sometimes, given an objective assessment, you may come to the redization thet there is no one
who is on the insgde team today who is cgpable of taking over for you. In that case, you must
look to the outside. Y ou begin the search process, which can take severd months, and then the
new person must learn the business, the market and gradually learn the role you want them to
play. They have to bond with other senior management team members and learn your company’s
culture. That could take a year or two depending on the person and the complexity of the
business.

How do you let the other interna contenders know that they were not chosen? This can be
difficult and there can be repercussions including some of the people decide to leave. Isthisthe
worgt thing in the world? Only you can answer that question. The best approach is the honest
approach where you tell the person(s) that you have made a decision to select someone ese

Succession Planning for the Small Business
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because on an overdl bass you thought that person is better qudified for the long run. This
conversation can represent a great opportunity to create a development plan for the person to
grow within your organization and become the next successor. Or they may disagree with your
decison and begin looking for other pastures. In the latter case, a contingency plan is called for
in the event you have a sudden departure of akey player on your team.

After the decison is made, your role then shifts to that of a coach who works directly with your
successor to ensure the trangtion is a smooth one. Y ou must first assess the development needs
of the successor. If the person is from the insde, you must develop a plan to provide this person
with the skills and business knowledge they do not currently have. For example, let’s say you
name your top sales and marketing person as your successor. They may need development in
other areas of the business such as operations or finance. Y ou must develop a plan that moves
them into the decision making process of Stuations they had no involvement prior to now. They
must begin to develop (and perhaps repair) relationships with others who may have been peers
and will soon be subordinates. Y ou will aso have to begin to let go of the reins yourself and
alow the successor to start making final decisions on company matters.

If the successor is hired from the outside, the development plan needs to cover learning the
business, key customers and vendors, the culture, and the business strategy to accomplish the
long-term goals. This person aso needs time to develop effective working relationships with the
internd Staff.

How do you assure that your succession plan is asuccess? Like any other uncertainly in business
life, you can't predict something will have absol ute success without trying it first. Y ou can look
back after the successon has had afew years and ask some of the following questions:
- Isthe company better off with this person at the hedm?

Were the company goas met or exceeded?

Isthere a grester market value now for this company?

Isthere atop tier management team in place?

What does the competition say about this company?

If you do not want to wait for afew years (and who would redly want to wait that long), think
about establishing some short-term (6 - 12 month) goals for the successor to achieve. It is
advisable that these goals be as clear, specific and measurable as possible.

Succession Planning for the Small Business
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Article Q

Should You Hire A Coach?
By William G. Bliss

Over the past 20 years or o, the field of coaching seems to have exploded. There are business
coaches, executive coaches, persona coaches, and communication coaches. Why do managers
and executives hire a coach? In every aspect of life, we at times find ourselves faced with a
problem that we are not capable of solving on our own. Sometimes the problem can be with
household plumbing, or atoothache, or amedical condition. Once we redlize that we cannot
address or solve the problem ourselves, we generaly turn to a specidist, one who has specific
expertise who can help us with the problem. Smply stated, that isthe role of acoach. A coachis
someone who can provide an objective assessment of the problem, and provide some solutionsto
fix the problem. Unlike the plumber or doctor however, coaches will not fix the problem...only
you can do that, aswe will learn below.

Coaching styles vary quite alot. Some coacheswill prefer to lead the horse to water, asit were.
Others will write out a prescription for the ‘patient’ to follow which will include a step-by-step
gpproach to address the problem. If you decide to hire a coach, make sure you feel comfortable
with the style, gpproach and personality of the coach. It is safe to say that many corporate
executives and small business owners would not be where they are today, or would not have had
the success they have had without a coach.

Should you hire a coach? Well, consder the following questions:

Would you benefit from someone who is an objective

sounding board for your idess, issues, troubles or concerns?

Would you like to have objective darification of your strengths,

weaknesses, and blind spots?

Would you like to enhance or improve your persona performance in
such areas as organizationd skills, time management, operdting style,
leadership, communications or technical expertise?

Would you like some feedback from a trusted source with no agenda

other than their genuine interest in your well-being?

Do you sometimes need a sanity check on the thingsgoing oniin

your business or professond life?

If you answered, “yes’ to any of the above questions, chances are you would benefit from a
coach.

Should Y ou Hire A Coach?
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What Will A Coach Do For You?

First and foremost, a coach will ask for your assessment of the Stuation. Thisisthe same as
asking for help with any other stuation. When you cdl the plumber, he will ask you what the
problem isand you will have to indicate where the lesk is, or which pipe has just burst. When
you vist your physician, she will ask you what hurts. The coach will do the same. They will help
you diagnose the problem or issue.

Next, they will want to learn more about you, your background, your likes, didikes, successes
and failures. They will ask probing questions, then they will listen for your answers and
perspective. (One sgn of atruly effective coach isthar ability to listen.)

They will suggest you take one or more assessment instruments to learn even more about you.
This could take the form of persondity profiles, questionnaires filled out by you and people who
know you (commonly known as 360-degree questionnaires), interviews of other people you
work with, observation of you in action, and an interview with your boss (or key members of the
Board or others as appropriate). Once this assessment is conducted, you will be provided with
the feedback of that assessment. This becomes the basis for developing a targeted coaching plan
designed to address the specific needs you have. Going back to the plumber or doctor anaogy,
each will conduct an assessment of the situation, and provide a recommended course of action to
address the situation.

Next, adevelopment plan is prepared. Some coaches will prepare the plan for the client, while
others will want the client to prepare the plan under the coach’ s guidance and direction. Either
way, what isimportant is that you, the client, buy into the plan. Without your buy-in, your
moativation to accomplish the plan or change is Significantly limited.

The coach will then work with you through regular contact (either in person or over the
telephone) to discuss your progress with the development plan, discuss obstacles, and develop
new plans or gpproaches and otherwise work directly with you to enhance your performance.
Setting god's and monitoring those goas is important here. These contacts will generdly be bi-
weekly or monthly and can last for three to six to twelve months, depending on the extent of the
development plan.

Asthe moniker implies, the coach will inspire, challenge, motivate, cheer, praise, chastise,
inflate, deflate and otherwise facilitate your growth aong the path of performance improvement.
However, the coach does not work alone. Y ou must be the one who wants to make the change.
No one else can do that for you.

Should Y ou Hire A Coach?
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ArticleR

TheArt of the I nterview
By William G. Bliss

We have dl had interviews where the interviewer did so much of the talking that, as a candidate,
it was hard to give your best examples of how you can help this company. Then, when the
interview is over, the interviewer makes a bold proclamation that this candidate is perfect for the
job. Sound familiar? As the interviewer, you should try to talk no more than 25% of the time and
alow the candidate to speak at least 75% of thetime.

For the interview that assesses skills and experience, the most effective gpproach is one where
the candidate is given the most opportunity to relay their experiences astold in the form of
stories. Using the technique of behaviord interviewing, ask the candidate open ended questions
that request descriptions of how, what, why, or when they had a particular experience. For
example, if you are interested in a candidates ability to learn quickly, you might ask, "What was
the most difficult aspect of your present job that you had to learn?’ The follow up question isto
ask how long it took them to learn it and how they went about learning this difficult aspect. Y our
objective isto have the candidate give you a full description of an experience they had that
answers your question.

In the absence of behaviord interviewing skills, many interviewers will ask aleading question
such as"Areyou aquick learner?' Of course, the candidate is going to say yes, yet the
interviewer has no way to assess the accuracy or vaidity of this answer.

For the persondity and culturd fit interview, get aclear understanding of what they enjoy doing
and what they do not enjoy. Do not think that they will change. It islike a marriage partner who
says they will change after the marriage or learn to like the person. It redly does not happen too
often. If you ask a candidate to describe their worst working environment, and they respond with
an answer that describes your environment fairly closely, do not think they will be successful in
your company. It does not mean that your company environment isterrible; it just means that

this person is not going to be happy. Unhappy employees do not make long-term employees.
Other areasto explore include:

Ask what specid or unique experience they had that they

redlly felt great about and those experiences they hated.

Ask about the kind of supervision, guidance or direction is optimal for them.

Ask them to describe their best boss and worst boss. Ask what they did not like
about the management style of their worst boss.

It is advisable that you take notes (athough, not on the resume) even though you may
have a grest memory. Y ou can use these notes when you have to try to remember the

candidates you have interviewed severa weeks ago.

The Art of the Interview
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Optimizing Chances of Success

What can you do to keep the great people you have hired? Just because they are performing well
doesn't necessarily mean they are enjoying the environment, the company, or the culture. Here
are some tips to optimize the chances of success at having along-term employee in your
organization:

Make sure you and your new employee agree on clear standards of measurement for their
performance. Set clear goas and objectives to accomplish within the first 6 to 12 months.
Have this conversation within the first 2 weeks of your new employee's sart date.

Ensure your new employee has adequate learning time to become acclimated with the
job, the department, the people, and the company. If you expect the person to fully "hit
the ground running” you may be expecting the impossible,

Allow your new employee to meet and get to know the key people who will rely on this
person to perform up to the defined expectations.

Provide the new employee the opportunity to fully understand the goals, misson and
vaues of the company or department.

Provide regular and honest feedback in a manner that is comfortable and effective for the
new employee. If you have some performance issue to discuss with the new employee,
hold that discussion as soon as possible to dlow for change. Provide as much positive
and reinforcing feedback as possible and as often as possible.

How much time do you devote to making a decision that is going to cost your organization
$100,000? Why don't you devote the same time and careful atention to hiring? Well, now you
have some tools that will help you with these decisons that have great impact on the future of
your organization.

The Art of the Interview
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Article S

TheValue of Delegating
By William G. Bliss

For the smdl business owner, deciding what, when and how to delegate, dong with to whom to
delegate to, are sometimes very difficult decisonsto make. After dl, it has taken your blood,
swesat and sometimes tears to build the business. If you redly want to let the busness redize its
full growth potentid, you can no longer do everything yoursdlf. This involves some letting go,
which can be difficult for many owners.

Delegation is practiced for two mgor reasons: to optimize productivity (yours) and to develop
the gtaff underneath you to be al they can be. Allow me to expand on these two concepts:

Productivity - Bliss s definition of productivity goes something like this: if abossand an
employee are both fully and equaly capable of performing a particular task, then the employee
should dways perform that task. Why? In most cases, the employee earns less sdary than the
boss, which equates to costing the company less money if the employee performsthe task. This
approach aso alows the boss to spend that time saved on atask that has more vaue to the
company, usudly something only they can perform. So, it makes economic or financia senseto
alow the employee to perform the task. Remember, the definition states that the boss and
employee are both equaly capable of performing the task.

Staff Development - Many key employees have the potentia to advance to more responsible,
higher value producing positions. Some employees achieve that potentia by job rotation,
training, or executive coaching/development programs. Others have to achieve their higher
potentia by performing their responsbilities a a more productive leve. A key to any of these
types of development is the opportunity to do things they may not ordinarily do because their
bossisfully cgpable of performing the task. Thisis where delegation comesiin. If an employeeis
60% or more capable of doing the task or function, you may consder delegating the assgnment
to this person.

Y ou may be saying, “By the time it takes me to explain what | want done, correct the mistakes
that are bound to hgppen, | might just aswel do it mysdf.” From the productivity definition
described above, you would be right in saying that this action is not a productive decison. But,
you are not using delegation to be productive; you are using delegation to develop an employee
with potentid. Y ou may even have to spend more time with this person on severd occasons
until they can findly perform the task a afull productivity leve. In the long run, it isworth it to
spend this extratime. Asthis person developstheir skills at this particular function, you can
devote your time to more important, value producing items, such as developing new srategiesto
grow the business, or spending time evaluating the market for new opportunities.

The Value of Delegating
Pagelof 1



Gately Consiling Business Costs and Impacts of Turnover Excel Blss & Associates, Inc.
Workbook Instructions and Owner’s Manual

Keys to Effective Delegation

Here are 8 keys to effective delegation:
1. Know why you are delegating this particular task
or assgnment: for productivity or development reasons.

2. Be able to explain the desired result or outcome. For development purposes,
congder dlowing the person to determine the steps or process they will take
to reach the desired outcome.

3. If you are delegating for development purposes, expect some mistakes,
and va ue the growth experience.

4. Know and be able to clearly articulate the outcome or desired result.

5. Establish some checkpoints along the way for the person to review
their progress identify obstacles and confirm direction.

6. Communicate the decision-making role by following the Leves of Authority chart below.

7. If you are delegating for productivity reasons do your best to
let the person run with the project.

8. Make sure the person knows you are holding them accountable;
take steps to provide positive or negative rewards for their performance.

Levels of Authority to Consider

Here are six levels of decison-making authority to consider when delegating an assgnment. The
level you decide to authorize should be clearly communicated to the “ delegatee.”
1. Gather information and report back to the boss so they can make the decison.
Gather information and provide some options to the boss so they can decide.
Gather information and make a decison within specified parameters.
Make your own decision and report results to the boss.
Make your own decision and report results to the boss
only if the desired outcome is not reached.
6. Make your own decison and no reporting is necessary.

a bk~ WD

When dl is said and done, delegation is a critica skill and habit for managers at dl levelsto
master. Growth, both business and professiona, cannot happen without strong delegation.

The Value of Delegating
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ArticleT

Defining the Value of CultureWithin an Organization
By William G. Bliss

A lot has been written and even more has been said about an organizationis culture. Still, it can
remain a nebulous and undefined aspect of an organization. Many would cal it one of those "soft
HR-type things." Before we get too much into the worth of culture, let's define what cultureisin
an organization and why it isimportant to pay attention to it. For our purposes, dlow meto
define organizationd culture as the sum total of vaues, virtues, accepted behaviors (both good
and not so good), “the way we do things around here”’ and the palitica environment of a

company.

Some terms that people use to describe their culture can include: aggressive, customer focused,
consensus based decison making, innovative, honest, research driven, technology driven,
process oriented (can be read as bureaucratic), laid-back, hierarchicd, family friendly, risk
taking, whatever-it-takes attitude, and smilar terms.

Sometimes these terms may go againg or contradict one another. Can you imagine the confusion
at acompany that proclamed it's employees were empowered, yet the decison making process
was by consensus? That would sure send some mixed signas to the employees, customers and
vendors.

Y ou may be thinking, who would ever describe themsalves using both those terms used in this
example? Y ou are probably right...no one would conscioudy describe their company in those
contradictory terms. However, it probably would not take you long to think of an organization
that openly says it's employees are empowered, yet the day to day operations have so much
decision making bureaucracy, one wonders how they ever get anything done at a profit.

| have now introduced the spoken or desired organization culture and contrasted it with the
unsgpoken or actual organization culture. In many cases, these two descriptions are worlds apart.
Why isthis such animportant digtinction? It gets to the vaue of the organizations culture.

Defining the Value of Culture...
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Have you ever wondered what impact culture has on the bottom line of a company? Here are
some thoughts to consider: Hiring people who are not aware of the culture, who do not agree
with the culture or work in amanner that ignores the culture can cost a Sgnificant amount of regl
dollars. How much? Consider this example: A $50,000 person is hired as a Financia Anayst. It
will probably take sx monthsto redlize that he doesn't agree with or follow the culture. When
someone does not conform with the culture, the actions that person takes can creste havoc within
the departmentd unit. Assume that this havoc is expressed in logt or inefficient productivity.

Let's calculate the cogt of hisdeclinein productivity at 15% of his sdary ($7,500), the training he
has been given (vaued at $10,000 due to the time and resources that have been given to him), the
impact he has on others productivity in a non managerid role, his supervisor's time to coach and
counsel him on less than satisfactory performance, and on and on. For arguments sake, let's say
thiswill cost another $10,000.

Now, lets say that nine months go by and you decide you must replace him. Maybe you will give
him afew weeks of severance, and you fed bad, so you will pay for outplacement cost. Then
thereis the recruitment cogts, lost productivity, increased overtime of others who pick up the
dack, lost opportunity to conduct financid analysesin particular areas of the company, along
with new training and indoctrination costs. Consarvetively, this can easily equa $75,000.
FORTUNE recently estimated that the cost of replacing someone was 150% of their base sdary.
We have dready come up with over $100,000 because someone did not fully accept or
understand the organization's culture.

Imagine what the cost would be if the person was a senior executive making $250,000 or more
with agtaff of dozens, if not hundreds. How many red solid people will leave who work for this
executive because she gave sgnds that were conflicting with the stated culture of the company?

The impact of culture on the bottom line can be quite high, as demonstrated in the previous
examples. It isimperative to know the company culture and assess new employees belief
systems againg your organizationa culture.

People often wonder how aculture is crested. In most cases (and when no one has done anything
to change it) it goes back to the origins of the company and its founders. Their actions and
behaviors st the stage for establishing the culture. The culture can change over the years when
the senior management of the company conscioudy begin to behave differently and acknowledge
new methods and techniques to describe the ways things are going to be done. The success of the
change will have adirect proportion to the level of commitment given to the change.

Defining the Value of Culture...
Page 2 of 2



Gately Consiling Business Costs and Impacts of Turnover Excel Blss & Associates, Inc.
Workbook Instructions and Owner’s Manual

For example, let's say the CEO proclams that the company will display the utmost honesty and
integrity possble. How successful will this be if the sales department il tells white liesto the
customers about the status of the shipment to cover up for an error in getting the order placed.
Similarly, what if the accounts payable department continues to tell vendors "the check isin the
mal" when they are indructed to hold onto the check to get the most interest float. Aslong as
these rdatively minor examples continue to exist, how can employees beieve management is
serious about a high honesty and integrity culture? At the very least, they will beieve that
integrity is OK, yet thereisalot of room for interpretation.

How does a company go about identifying the exact d ements of the culture it has in place?

Many conduct an audit of the existing culture. The beginning step of this processisto ask the
senior executives how they would describe the culture, followed by an organization wide survey
of employee opinions to vaidate the information provided by the executives. Generdly, if such

an audit has never been conducted, the variance in results will be quite surprisng. Most effective
audits are conducted by outside consultants who have expertise in this area. They can tdll the
CEO and senior management exactly what they have heard and observed without worry that their
jobisinjeopardy in ther role as the messenger.

This audit would identify any vaues that may be in conflict with other values, asin the examples
given exlier. The audit would analyze actions taken by employees and management to determine
if those actions support or detract from particular values the company desires as part of its
culture. A gap andysisis performed to identify how far away the actud culture isfrom the
desired culture. This represents a Significant opportunity for the senior management team to
develop actionable plans to close the gap. Again, the success of any planned changes will bein
direct proportion to the level of commitment given to the change.

Conducting a"culturd fit assessment” of candidates for employment isa smdl price to pay to
save hundreds of thousands of dollars in replacement or poor decision cogts. This can be
accomplished using avariety of techniques sarting from smple behaviord interviewing through
to highly predictive (and somewhat cogtly) psychologica assessments. In the middle are surveys
that candidates can take to describe their style that can be overlaid onto a company's style
patterns.

Companies would not hire someone who did not have the particular technicd or functiond
expertise they require. To assess a candidate's technica or functiona expertise, anumber of
guestioning techniques are utilized. The same can be done to assess the candidate's acceptance of
your organization culture.

Once the CEO and senior management team buy into the need for changes to attitudes, beliefs
and behaviors, it will take some time before these changes become a part of the everyday culture
and way of doing business. Every action, decison, communication and goa has to be evauated
againg the new culturd direction. When the stories are told about how a customer was handled
in the face of adversity and those stories are the norm, then you know the culture has taken hold.

In summary, understanding how the culture of an organization impacts the bottom line and
profitability of acompany can be revealing. Companies can maximize their profitability by
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defining dl of the dements of its culture, deciding if they like what they discover, assessing if

their behaviors and actions are supportive of the culture, and conducting thorough assessments of
candidates for employment to ensure they will fully embrace the culture of their new employer.

It isagiven that payroll cods are one of the highest items in a company. Maximizing the return

on those payrall costsis critica for financid success today. The impact of culture on the bottom
lineis subsgtantia. Companies can no longer treet this as a soft codt.
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ArticleU

Knowing When to Add Staff
By William G. Bliss

You are probably attracted to thetitle of this article because you have been thinking of adding a
person or two to your company, but your not yet convinced it is the right thing to do. Well,
hopefully, | can provide some thought provoking discussion to help you make that
determination.
Can you identify with any of the following scenarios?
It istaking longer to fill customer orders or respond to their service needs.
Instead of having enough businessto last for the next four weeks (or whatever timeframe
makes sense in your field), you notice thet you have enough to last 8 - 10 weeks. You are
thinking of turning down business because you can't handle the load.
Y ou wish you could enter a new market, new geography or new product line, but just
don't have the manpower to do it now.
Y ou are spending more of your time on existing business/client contact when your gut is
telling you to focus on the future.
Y ou have plans to increase your revenue by at least 25% over the next year
These are dl symptoms or indicators that you may need to add some people to your
growing company. The decison you have to make iswhether to add people to your
payroll; have an outside organization handle the increased workload; re-arrange current
jobs to address these symptoms; or dow down the business growth.
Here are some questions to ask:

- How much more revenue will the company have to generate for usto be able to afford a
new employee? Don't forget to include the full cost of having an employee including
saary, benefits, office expenses, etc. Y our increase in revenue should be at least three
times the employee cogt.

Is adding a person aluxury or anecessty in having the company achieve its long-term
goas?

Wha isit that you want to add and how available are those skillsin your marketplace? If
they are not that available, could you reorganize some jobs and wind up hiring someone
with skills thet are readily available?

Isthis additiond work likely to be permanent or will it last for only afew months?If it is
permanent (or at least ayear), it isa strong indication that an additiona person(s) is
needed; if it is a short-term work spike, perhaps atemporary employee is the best answer.
Isthe current staff fully occupied by performing necessary, value producing work, or are
there some tasks that can be diminated, thereby creating time to perform the new tasks.
What is the revenue per employee now and what will it be when you add more people? It
isnormd to expect adight reduction in the beginning, however, your mid to long term
trend line should show revenue and profit per employee increasing.
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How quickly can we respond to customer needs, questions, or orders? Will the additiona
people reduce that time? The answer should be a definite YES.

How much will it cost you to acquire and fully train the person, induding hiring, training
and productivity costs?

How will you measure the pogtive impact of adding this person? What will cause
customers and current employees to sasy WOW when this person is fully productive?

Y ou will more than likely have to give up some of your duties if anew person is going to
be brought on board. Are you ready and committed to do this?

Deciding whether and when to add employeesis not always a simple decision to make. Asthe saying goes, you need
to spend money to make money and making these staff addition decisions are agood example of that practice. The
key isto know that you are going to grow your business and adding staff is necessary to accomplish that objective.
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