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Being aware of the different factors that affect employee retention makes it easier for HR 
practitioners to focus on the areas that they can influence and change. There are 9 key factors which 
affect employee retention. Human Resource practitioners can use the information presented below 
as a checklist and a way to measure their own organisation’s performance. 

Leadership 

There is a distinction between leadership and management. Leadership involves setting the vision 
and direction to move forward. Management involves the management and direction of people and 
resources to make the vision a reality. Great leadership skills can increase retention and productivity 
as people are more motivated and happier to give more to their roles. 

A good leader may: 

• Ensure good communication within the team and all employees so that they feel valued. 
• Involve others in the decision-making process to ensure what everyone is required and 

expected to do in their roles 
• Provide encouragement, reward and recognise good performance. 

The style of leadership will depend on the personality and experience of the leader, but strong 
interpersonal skills, good emotional intelligence and the ability to inspire trust and confidence are 
important. 

Management 

One of the key factors responsible for retaining staff is the role of the manager. Managers need to 
be effective and have a good working relationship with their employees. 

• A successful manager requires numerous skills; 
• Good organising and planning; 
• Good communication with staff and an ability to explain work requirements and tasks 

clearly; 
• Effective delegation; 
• Good interpersonal skills to act as a leader, motivator, coach and figure of authority; 
• Financial awareness and how to manage budgets effectively; 

In general, people respond well to managers who are consistent, clear, fair, firm but understanding 
and flexible. When employees feel trusted, respected and valued by their manager it encourages 
them to perform well and they are less likely to leave their roles. This helps to retain staff and 
encourage productivity. 
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 It is important to note that people can be motivated by different things so the manager must also 
understand what gets the best out of their staff and what recognition and reward would suit the 
individual. 

 

Induction 

Once a new employee has been recruited it is important for managers and supervisors to allocate 
time and resources to make sure the staff member has an effective induction. Organisations that go 
to the effort to advertise, interview and appoint new employees sometimes forget that induction is 
also an important activity. 

A well-prepared induction program is critical. The reason for a structured and comprehensive 
induction program is that it helps new employees better settle into and become effective in their 
role as efficiently as possible. New employees need to understand the organisation, the culture, the 
systems, the team and what is expected of them in their role. Employees who settle well in their 
roles tend to stay longer in their positions. As turnover can be high within the first three months of a 
new hire, organisations should actively invest in effective induction activities. For small businesses, a 
simple way to remain connected with the new employee is to have regular catch ups and discussions 
with employees on how they are tracking and feeling in their new role. The induction process should 
ideally begin on the first day of employment and spread over several weeks or months. 

The Induction checklist 

An induction checklist can be useful when a new employee commences in their role. 

Managing Staff Performance 

One of the best ways to improve retention is to have a robust and strong culture which supports 
ongoing performance management and feedback. 

Employees are likely to stay with the organisation when they are treated fairly, feel supported and 
provided with development opportunities. These are key areas which can lead to successful 
retention of staff. 

Ongoing performance reviews or one on one meetings (with manager and staff) must be held often 
to be effective. Regular review meetings provide opportunities to provide feedback, recognition and 
to discuss work tasks.  

Other benefits of these meetings include:  

• improving moral;  
• motivation; 
• a greater understanding of work goals; and 
• discussion of training needs and areas for improvement.  

Regular performance discussions should be held both formally and informally throughout the year. 

Tips for managers – What your employees seek to discuss in their one on one meetings: 
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• Understanding work priorities and how they are progressing 
• Formally acknowledge and celebrate success 
• Discuss performance, training and career progression opportunities 
• Provide regular feedback and open communication 

Training and Development 

Research has shown that training and development opportunities can improve retention of staff 
within an organisation. Such activities also boost confidence, knowledge, skills, experience, 
performance and productivity. 

Rewards and Benefits 

Rewards 
Retention can be greatly improved with reward programs and a range of employee benefits items. 
Reward systems can serve several purposes in organisations. Effective reward systems can help an 
organisation be more competitive, retain key employees, and reduce turnover. It can also enhance 
employee motivation. 

Effective use of rewards can encourage employees to gain the skills that are necessary to help them 
and the organisation grow. This can also increase their desire to continue being part of the 
organisation. 

Managers need to understand their employees’ perceptions of the importance and fairness of the 
reward and then clearly communicate what needs to be done to receive the reward. Understanding 
how each employee perceives and values different rewards is essential for managers in getting the 
best out of their team. Managers also need to understand both extrinsic and intrinsic rewards. 

Extrinsic rewards are external rewards tied to certain employee behaviours, skills, time, or roles in 
an organisation. Managers should try to understand how much value each employee places on 
specific extrinsic rewards. For example, a well-paid but overworked employee may value additional 
holiday leave or a reduced workload more than a few extra dollars. Money, praise, recognition, 
awards, and other tangible incentives are all examples of extrinsic motivators. 

Intrinsic rewards do not have an obvious external incentive. This means that people are not acting to 
get a tangible reward, be it time off or money. Instead, they act because it feels good or provides 
some form of internal satisfaction. Intrinsic rewards are often more highly valued and more effective 
over time yet using them is a difficult managerial   task. Whatever type of reward which the manager 
chooses, the employee must see the reward as a motivator for it to be effective. 

Developing an effective reward system is a challenging task but the return on investment can be 
significant for the business. 

Benefits 
Benefits can play a big part in retention of employees. The types of benefits that organisations offer 
can be deemed by employees as an additional advantage for staying at the organisation. A benefits 
program needs to be designed and tailored to suit both the organisation and the employees to be 
effective. 
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Note – Not all ideas will be sustainable or suitable to every business. 

Flexible Working Hours 

For many employee’s flexible working arrangements is a key benefit in their employment. 

  

Most common types of flexible working: 

• Part time; 
• Flexi time: choosing when to work, normally there is a core period during which you 

work; 
• Staggered hours: different starting, break and finishing times; 
• Job sharing: one full time job split between two workers; and/or 
• Teleworking/Working from home: working from home if it fits the business. 

Career Development 

Another reason why people leave their organisation is due to lack of advancement/career and 
development opportunities within the organisation. By increasing the learning and development 
opportunities for staff, organisations will raise their skills and knowledge, motivation, morale, loyalty 
and thus retain their staff. 

Succession Planning 

Succession planning is important in managing talent within an organisation. It is a process by which 
employees are identified for key posts, career moves and/or development activities. Employees may 
be ready to do a job or be seen to have longer term potential. 

Performance management discussions and training needs analysis help organisations to identify 
those who may be future managers or be able to move into different roles. Individuals identified are 
often provided appropriate training and development plans to ensure they are given the skills, 
abilities and qualifications to support them with their career development. Succession planning 
assists with retention when employees can see where future opportunities lie ahead if they stay 
with the organisation. 
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