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Shooting for Stars

Cross-Sector Lessons for Retaining

High-Performing Educators
By Joe Ableidinger and Julie Kowal

EXECUTIVE SUMMARY

s the United States continues to grapple with

unacceptable education results, “a great

teacher for every student” has risen to a
national imperative. In response, many districts have
increased retention efforts through teacher induction
programs, professional development, mentoring, and
other strategies. But education actually has lower
turnover rates than most other professions. Our real
shortcoming has been the failure to retain more high
performers — those teachers who continually achieve
outstanding results with students. When high-per-
forming teachers across the country leave our class-
rooms each year, 750,000 children find themselves
assigned to a less-effective teacher in each subsequent
year.'

To retain high performers, organizations in other
sectors use a variety of strategies. In this report, we
examine the research and case studies outside edu-
cation to reveal four key strategies to boost high-

nities for advancement boost retention, especially
of high performers.

» Design flexible and challenging work roles.
High-performing employees value opportunities
to step into new roles and take on new challenges,
even ones that do not involve linear advancement.
Challenging work and jobs that are aligned with
individual employees’ interests make it more likely
that an organization will retain its stars.

» Build lasting teams. Well-crafted hiring processes
can improve both performance and retention of
high performers. After hiring, grouping high per-
formers together improves collective performance
and lowers turnover.

Education actually has lower turnover
rates than most other professions. Our

performer retention: real shor tcoming has been the failure to

» Pay with purpose. Pay matters more to high per-
formers than other employees, and research shows
that it can keep them or send them fleeing. Jobs
with differentiated pay, competitive pay packages,
and timely raises all make it more likely that high
performers will stay.

» Give high performers mountains to climb. In
addition to the salary increases or bonuses that
often accompany them, promotions and opportu-

WWW.OPPORTUNITYCULTURE.ORG

retain more high performers.

These four strategies are the ones best supported
by a robust research base that spans years and diverse
organizational settings. Several other options also
arose from the research, and these additional strate-
gies show some success and promise for retaining
top talent:

SHOOTING FOR STARS 1
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» Enhance organizational prestige. An organiza-

tion’s reputation in the community or relevant
industry is more important to high performers
than other employees. Building prestige as a firm,
therefore, can help encourage top employees to stay.

» Train and mentor high performers. Well-
designed and implemented training and mentor-
ing programs decrease employee turnover, includ-
ing among high performers.

» Provide lifestyle perks. A natural outgrowth
from customized compensation packages are “life-
style perks” — or non-financial benefits — that
organizations can use to retain stars.

» Open lines of communication between employ-
ees and company leaders. Finally, an organiza-
tion’s intentional efforts to foster transparency
and clear communications throughout the com-

pany can improve employee retention.

If these systemic strategies do not succeed in keep-
ing a high-performing employee, many employers
will “go to the mat” with individualized strategies.
These strategies might include higher compensation,
a new job role or work assignment, a combination
of lifestyle perks described above, or any number of
other changes, based on what is most important to
the employee.

2 SHOOTING FOR STARS

Very successful organizations in other sectors have
recognized that, despite their best retention efforts,
some high performers will inevitably leave. They
prepare for this reality — and maximize the value of
their stars while they can — through three targeted
strategies:

» Retain relationships with star employees who
leave. Companies that remain on good terms with
high performers after their departure can benefit
from the relationship long after employment ends,
whether through continued collaboration or the
good words spread among the former employee’s
new work contacts.

» Generate positive non-hires. Applicants who
are turned down for jobs may later become the
organization’s employees, customers, or partners.
The more positive an organization can make the
screening process, the more likely benefits are to
accrue down the line.

» Use post-employment contracting. Organiza-
tions can use short-term contracts to keep a high-
performing employee who might otherwise leave
the organization entirely.

The best approach to high-performer retention
may ultimately be a portfolio of initiatives that in-
cludes organization-wide policies, action to keep in-
dividual high performers, and practices to maintain
positive relationships with departing stars. Some
retention tactics require policy changes to implement
in k12 public education, but many do not. Deter-
mined education leaders can take these steps to

retain more great teachers:

» Make high-performer retention a top priority.

» Set high-performer retention goals —and then
measure success.

» Use retention tactics that do not require policy
changes — right away.

» Rebuild education policies to provide oppor-
tunities and rewards for our nation’s great
teachers —and the children they could serve.

WWW.OPPORTUNITYCULTURE.ORG
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Introduction

s the United States continues to grapple with

unacceptable education results, “a great

teacher for every student” has risen to a
national imperative. But it has become clear that
our nation does not have enough great teachers to
serve all of our children. Talent shortages persist in
rural and urban communities across the country and
in such shortage areas as science, special education,
and math.* A “revolving door,” particularly among
newer teachers, exacerbates these shortages across
nearly all schools and subject areas.* Meanwhile, our
nation’s stubborn internal and international achieve-
ment gaps indicate that we need more teachers who
achieve strong student-learning progress.”

In response to these trends, many districts have
increased retention efforts. Common tactics include
teacher induction programs, professional develop-
ment, and various other supports for new and experi-
enced staff’

But education actually has lower turnover rates
than most other professions.® Our real shortcoming
to date has been the failure to rezain more high per-

formers — those teachers who achieve outstanding
results with students year after year, and who leave
our classrooms at the same or only slightly lower
rates than their average or less-effective peers.” These
are the teachers who close achievement gaps and raise
the bar when students are ready, achieving far higher
learning progress than typical teachers.

In almost every way, K—12 public education fails
to differentiate teachers based on their performance.
Our hiring and placement policies, professional de-
velopment plans, pay systems, and tenure decisions
treat all teachers as if they are the same.* But when
it comes to retention, a teacher’s effectiveness is of
utmost importance: neither students nor the public
education system as a whole will benefit from better

retention of low performers. And the loss of each top

teacher is a direct learning loss for many students in
subsequent years.

As the national conversation about teaching
effectiveness becomes more sophisticated, and states
and districts begin to distinguish great teaching
from good, good from fair, and fair from poor, re-
tention must stay in the forefront of our minds.

In this report, we:

» briefly make the case for improving retention
of the best teachers;

» share four critical lessons and other findings
from sectors that have successfully held on to
their high performers; and

» outline initial steps for education leaders who

want to retain more great teachers.

Why Retention Matters

In education, we tend to assume that retention is
avalid goal — keeping teachers at any but the very
lowest level of performance is better than allowing
them to leave. This assumption may or may not be
correct, depending on the replacement pool. What
we can say with certainty is this: the departure of
high-performing teachers from U.S. classrooms each
year leaves about 750,000 children with less-effective
teachers in each subsequent year.” Moreover, turn-
over is costly, and replacement recruiting is an un-
certain game.

The costs of turnover

When an employee leaves an organization, employ-
ers face direct costs related to recruiting, hiring,
and training replacements. Turnover also produces
indirect costs associated with delayed production,
decreases in service quality, lost clients, and disrup-
tions to team-based work. In some cases, departing

employees may influence others to leave, which fur-
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ther increases all of these costs. Research from the pri-
vate sector has shown that replacing an employee may
cost as much as so to 6o percent of the employee’s an-
nual salary, with the total cost of turn-over estimated
at 9o to 200 percent of annual salary. In education,
some studies estimate the national cost of teacher

turnover may exceed $7.3 billion every year.’

The risks of replacement

When an organization replaces an employee, the
replacement pool for that position will inevitably
include some potential high performers, but will also
include many more who will turn out to be typical
or low-performing. Even with rigorous pre-screening
methods — which are rarely if ever used in U.S.
education — not all candidates who “pass” will turn
out to be high performers." Nothing is more certain
than keeping a teacher who already delivers great
results.

By retaining a larger number of employees at the
top end of the effectiveness distribution, districts and
school management organizations can take greater
control of the overall quality of their teaching work-

force and their organizations.

Lessons from Other Sectors

We can learn a tremendous amount about successtul
strategies for retaining top performers from sectors
outside education, where performance pressures have
made the retention of stars an organizational impera-
tive, and a longer history of experimentation has
yielded a rich research base. Organizations in private
sectors facing stiff competition must keep top talent
in critical roles. If they do not, they face declining
revenues and profit, followed by a further loss of top
talent seeking greener fields. Loss of even a few key
employees can reverse a company’s fortunes. Even

with more talent in the job market in the wake of the

Great Recession, retaining high performers remains
a top concern for businesses.*

We explored the research, case studies, and expert
opinion from these sectors, therefore, to learn what
successful organizations in other sectors do to retain
high performers. Our sources included top manage-
ment journals, consultants’ reports, and leading
books on talent management and retention strategy.

To retain high performers, organizations use a
variety of approaches. Our research has revealed four
key strategies with robust support in the literature
and salient examples of organizations putting them
into action:

» Pay with purpose. Pay matters more to high per-
formers than other employees, and research shows
that it can keep them or send them fleeing. Jobs
with differentiated pay, competitive pay packages,
and timely raises all make it more likely that high
performers will stay.

» Give high performers mountains to climb. In
addition to the salary increases or bonuses that
often accompany them, promotions and opportu-
nities for advancement boost retention, especially
of high performers.

» Design flexible and challenging work roles.
High-performing employees value opportunities
to step into new roles and take on new challenges,
even ones that do not involve linear advancement.
Challenging work and jobs that are aligned with
individual employees’ interests make it more likely
that an organization will retain its stars.

» Build lasting teams. Well-crafted hiring processes
can improve both performance and retention of
high performers. After hiring, grouping high per-
formers together improves collective performance

and lowers turnover.
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Key Strategies for Retaining High Performers

he remainder of this report delves into

each of these lessons, providing detailed

explanations and examples from organiza-
tions in other sectors that have “walked the walk.”
In the report’s conclusion, we briefly make the case
for adopting and adapting these strategies to increase

retention of high-performing educators."

x
g2

have positive effects on the overall quality of a work-

Pay with Purpose

The literature from across sectors
provides strong evidence that tying

compensation to performance can

force, including increased retention of the most suc-
cessful employees. Decades of research suggest that
performance-based pay is more attractive to high
performers — those who stand to earn more and are
confident in their skill, and those whom organiza-
tions most want to keep. In addition, setting com-
petitive salaries, awarding timely raises, and tailoring
compensation packages to individual employees can
dramatically improve an organization’s success at

keeping its top performers.

1. Differentiate pay based on performance

How it works. When employees’ performance is
not tied to compensation, high and low performers
both tend to quit more frequently than their average-
performing peers."* High performers have more
alternative job opportunities, while low performers
may leave (voluntarily or involuntarily) due to poor
performance or lack of engagement in work."

But when a company ties even a portion of em-
ployee compensation to performance, the best
workers increasingly remain while low performers
continue to depart, sometimes at even higher rates,

thereby increasing the overall value of the company’s

workforce.'* About 90 percent of major companies
in the United States use performance pay for this
reason, as well as to increase employees” motivation
and productivity.”

When companies tie compensation to per-
formance, high performers stay . .. An organiza-
tion’s stars stand to gain rewards commensurate with
their higher contributions under differentiated pay
systems. As a result, these rewards most strongly
affect the turnover rate for high performers. For ex-
ample, a meta-analysis of s5 studies of performance
pay in various private sector settings suggests that
performance-based rewards improve retention of
high performers.'® In addition, a study of more than
5,000 employees at a large petrochemical organiza-
tion demonstrates a significant relationship between

pay, performance, and turnover — high performers

FIGURE 1. Shooting for Stars— Four Key Strategies for
Retaining High Performers
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FIGURE 2. Effect of Salary Growth on High-Performer Retention
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Source: Adapted from data presented in Trevor (1997). Low-performing employees in this study who experienced high salary

growth remained with their organizations after four years about 20 percent of the time. By contrast, average and high performers

who experienced high salary growth remained with their organizations nearly go percent of the time. As the graphic shows, high

performers were most sensitive to sa|ary growth—a|most no high performers who experienced low sa|ary growth remained with

the organization for four years, while approximate|y 40 percent of those experiencing mean sa|ary growth and near|y 90 percent

of those experiencing high sa|ary growth stayed. Low and average performers showed less variabi|ity in their turnover rates based

on sa|ary growth.

are more sensitive to the link between performance
and pay than average and low performers."”

Tying larger portions of an employee’s pay more
strongly to performance makes it even more likely
that the pay plan will influence that employee to stay.
For example, a study of sales representatives found
that basing pay entirely on commission generated a
stronger link between performance and retention
than pay based only partially on commission.”’ Simi-
larly, an analysis of compensation practices at 151
large Dutch firms suggests that higher ratios of con-
tingent to fixed pay allow companies to attract and
retain higher performers.”' Research on 11,098 Swiss
bank employees found that retention rates of high
performers improved with the size of a performance-
based bonus.*

...and low performers leave. Under well-
designed performance pay systems, low-performing
employees continue to exit.”’ The meta-analysis of 55

6 | SHOOTING FOR STARS

studies of performance pay in action led researchers
to conclude that performance-based rewards i%-
crease turnover among lower performers.** Similarly,
the petrochemical organization study found that
providing greater pay growth for high performers
encouraged low performers to leave.” In some sys-
tems, performance-based rewards may be coupled
with performance-based penalties that push out low
performers.”® Strong performance-based compensa-
tion systems, therefore, can offer the dual benefit of
retaining effective employees and encouraging the
voluntary exit of low performers.”’

But to retain high performers, performance
pay systems must be designed well. The benefits
described above accrue only when performance pay
systems are designed well —incorporating charac-
teristics well-documented in compensation literature
and research. Critical elements of performance pay

systems include: basing plans on fair measures that

WWW.OPPORTUNITYCULTURE.ORG
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accurately reflect an employee’s results; rewardingall
important goals of a job; providing frequent feedback
on progress; offering substantial, motivating rewards
for higher performance; and providing rewards for
above-average, not just stellar, performers.**

For example, under a performance pay system in
which high performers are not adequately rewarded
for their work — because the measures do not accu-
rately assess contributions, for example — they will
be more likely to leave than they would be under a
traditional compensation system. High performers
also prove more sensitive than average performers to
the size of performance bonuses, and more likely to
stay when the size is significant. In the Swiss bank
study noted above, high performers who did not
receive bonuses quit far more frequently than lower
performers who failed to receive them. Also, the
size of the bonus had a greater impact on retention
of top performers than on employees at all other
performance levels. Eighty percent of top perform-
ers remained in their jobs for at least two years when
the bonus exceeded 10 percent of base pay, compared
with less than 35 percent who stayed for that long
when the bonus was less than 10 percent (top per-
formers earned an average bonus of 30.5 percent in
the study). The retention gap was far smaller for em-
ployees at all other performance levels.””

Performance pay systems also affect high-per-
forming employees who are not an organization’s
top stars, but nonetheless contribute significantly
to its success. If a compensation system does not
fairly reward them for their contributions, they
may be more likely to depart. Data on engineers in
high-tech companies in San Francisco indicate that
rewarding only top performers can actually increase
departures among their moderately high-performing
colleagues.”

In sum, this collection of research suggests that
performance pay plans have a strong impact upon
employee performance and retention. And for orga-
nizations to see beneficial effects among their high-
performing employees, their pay systems must be

well-designed.

Examples in Action

Fleet BostonFinancial (“Fleet Bank”), one
of the largest banks in the United States
prior to its 2004 merger with Bank of Amer-
ica, examined four years of employee data to
find root causes of high employee turnover.
Using statistical modeling, the company
determined that one of its highest-value
retention strategies would be to provide con-
sistent pay increases to good and exceptional
performers. It also found that mere partici-
pation in incentive programs improved re-
tention, and therefore enrolled as many top
performers as possible.

Within eight months of implementing
these and other retention strategies, Fleet
Bank saw a 40 percent decline in turnover
among salaried employees and a 25 percent
decline among hourly employees, bringing
an estimated savings of $so million to the
company. What’s more, Fleet Bank found
that its improved retention came from re-
taining its best people, not from retaining
large numbers of low performers. And the
success of the strategies persisted long after
the original implementation, keeping turn-
over low even in the face of significant orga-
nizational stressors.”

Universal Card Services, an AT&T
subsidiary in the credit card business, insti-
tuted a program allowing employees to earn
rewards based on daily performance, up to
$500 per quarter for associates and up to
20 percent above base salary for managers.
After the company began these initiatives, it
experienced employee turnover far below the

average for financial services companies.™

(Continued on next page)
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Examples in Action (Continued)

Google, the internet search giant, motivates
superstars to join and remain with the com-
pany through a compensation system that
ties pay directly and strongly to the value
employees add. Employees earn salaries on
par with or slightly below industry averages,
but they can earn annual bonuses of 30 to 60
percent of their base salary, and even more if
they generate high-profit ideas.”

Merrill Lynch, an investment banking
and wealth management firm and, at the
time, the world’s largest brokerage, selec-
tively targeted compensation-based retention
incentives at high-performing brokers who
had been with the company for less than six
years. This retention strategy addressed a
trend wherein promising new hires received
training with the company, then stayed for
just a few years before moving to competing
firms. The year before Merrill Lynch insti-
tuted this plan, its broker turnover was 8
percent above the industry average. One year
after the plan took effect, broker turnover
was 11 percent below the industry average.”*

2. Provide competitive compensation and timely raises

How it works. Competitive compensation and
timely raises act as “carrots” to attract and retain
high performers.

Competitive compensation and timely raises
boost high-performer retention. The level and com-
petitiveness of employees’ compensation affect their
decisions to stay or leave. A study of 5,143 employees
in a single, large organization found that high salary
growth lowered turnover probability, most substan-
tially at higher performance levels. In this study, the
effect of salary growth on turnover probability was

more than twice as large for employees in the top

two performance levels than the effect at all other
performance levels.”” Survey data also demonstrate
that highly competitive pay packages increase organi-
zational commitment (a key factor in employee reten-
tion), especially among top performers.’® And in a
2003 survey of 44 managers in knowledge-intensive
industries in Singapore, performance incentives and
a highly competitive pay package were cited as the
two most effective strategies for retaining knowledge
workers.”’

Conversely, inadequate compensation and a
lack of timely raises drive high performers away.
The flip side, of course, is that inadequate pay can
drive employees away from organizations, with a
greater impact on high performers than on their
average-performing peers. A study of 2,510 former
hospitality industry employees who left their jobs
between 2003 and 2005 revealed that pay was one
of the two most important factors in employee deci-
sions to leave organizations, and it was more impor-
tant to the highest performers than to average and
low performers.*® A lack of salary growth through an
absence of timely raises also leads to frustration and
turnover among all employees, but especially high

performers.”

3. Customize compensation

How it works. Tailoring compensation packages to
individual needs and desires increases an organiza-
tion’s ability to meet diverse preferences among its
top employees, lowering the likelihood of voluntary
departure.

Customizing compensation packages may help
organizations find winning combinations that
encourage more high performers to stay. Of course,
not all employees — or all high performers — are
equal, either in their value to the organization or in
the mix of factors that shape their decisions to leave
or stay. One top human resources expert from the
Wharton school, Peter Cappelli, posits that top-
performing employees, especially those in jobs most
critical to an organization’s success, may warrant

specialized retention efforts reflecting their outsize
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value to the organization."” Employers can also build
flexibility into compensation systems that allows
high-performing employees to personalize their com-
pensation. International professional services firm
Deloitte advises its client organizations to allow em-
ployees to choose from a menu of options including
base salary, bonuses, pensions, and benefits, and even
non-monetary variables such as work-life balance and
the freedom to move among departments or choose

theirprojects.

Give High Performers
Mountains to Climb

Achievement, recognition, advance-

ment, and growth have long been
regarded as keys to building and sustaining employee
motivation.” All four of these factors are wrapped
up in an organization’s opportunities for advance-
ment. Like performance pay and customized incen-
tive packages, opportunities to advance within an
organization increase retention rates of all employees,
but especially high performers. Although salary
increases also typically accompany progress within
an organization, the opportunities for advancement
themselves boost retention among high-performing
employees.

How it works. Firms generally offer advancement
through promotions, which serve as major markers
of sustained achievement, validating quality and re-
flecting employees’ increasing value to the organiza-
tion and the profession over time. Careers with many
paths, each with multiple opportunities to advance,
enable continuous career growth, ensuring that em-
ployees always have new goals in their sights.

All employees are more likely to stay where
they have opportunities to advance. Promotions
can increase retention of high performers by increas-
ing retention of all employees. A 1994 meta-analysis
concluded that promotions increase retention among
employees of all performance levels, a finding bol-
stered by numerous subsequent empirical investiga-

tions.” In the Swiss bank study noted above, after

controlling for pay growth and bonuses, researchers
found that promotion rates decreased the likeli-
hood of turnover across the board.** And in 2003,
researchers surveyed 205 department salespeople
and 197 insurance agents, finding that perceptions of
advancement opportunities alone can contribute to
employees’ organizational commitment and lower
their voluntary turnover.”

Managers at the 100 largest private and public
organizations in Belgium have also highlighted the
central importance of advancement opportunities
to retention. Those surveyed indicated that a lack of
advancement opportunities was one of the two most
important reasons for voluntary turnover, along with
pay, and that satisfaction with advancement opportu-
nities played a significant role in employees’ decisions
to stay.*

While an organization’s ability to increase pay
is limited by fiscal realities, the ability to create or
expand opportunities for career progress is more a
matter of will than dollars and cents. Nearly half of
those Belgian managers created advancement oppor-
tunities as a retention strategy, making it the second
most widely used retention strategy, after increasing
training and development.”’

High performers care more about advancement
opportunities than low performers. Research re-
peatedly suggests that advancement opportunities
matter far more to high performers, and are thus a
powerful tool for retaining them. For example, in a
2009 survey of 24,829 leisure and hospitality indus-
try employees, the highest performers were nearly
three times more likely than the lowest performers to
cite advancement opportunities as a reason for stay-
ing with the o1rga1nization.48 Along the same lines, in
the 2007 study of 2,510 former hospitality industry
employees noted above, high performers rated the
lack of advancement opportunity as critical to their
decision to leave and significantly more important
than all other factors besides pay.* Similarly, a survey
measuring nurses’ job satisfaction found that among
those who planned to quit, high performers were less
satisfied with promotion opportunities than low per-
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Examples in Action

At Procter & Gamble, a Fortune soo
company and manufacturer of consumer
goods, new hires work with managers from
the day they come on board to plan their
career progression, building what the com-
pany refers to as “career development cur-
rency.” The company identifies and targets
high-potential employees for advancement
to “destination jobs,” through a series of
well-defined steps that employees will take
only if they continue to deliver exceptional
performance. The attrition rate at Procter
& Gamble, including retirements, is 7.5 per-
cent, very low among business and profes-
sional organizations.”

Fleet Bank, a successful New England
bank until later acquisition, regularly used
promotions to increase retention among its
higher performers. The company studied
the practice using statistical modeling and
determined that employees who had been
promoted in the past year were 11 percent
less likely to leave than similar employees
who did not receive a promotion. Those
who had been promoted within the past
year were substantially less likely to leave
even if they did not receive higher-than-
average salary increases. The bank also
found that its younger employees valued
mobility within the firm even more highly
than pay, which researchers suggest may
have been because promotions promised

better protection than savings in the event

of layoffs.”

formers. Moreover, high performers who planned to
quit were less satisfied with promotion opportunities
than all nurses (both low and high performers) who

planned to stay.”’

Design Flexible and
Cha"enging Work Roles

High-performing employees who

are challenged by their work are

more likely to remain with an
organization.”> While promotions and career lad-
ders signify forward movement or an upward climb,
high-performing employees also value opportunities
to step into new roles or take on new challenges, even
if they do not involve linear advancement. High per-
formers also respond to opportunities to customize
work and tailor their jobs to their specific skills and
interests. Organizations that challenge high perform-
ers, give them autonomy over their work, and align
job responsibilities with what matters most to indi-

vidual employees are more likely to retain their stars.

1. Offer challenging work

How it works. Organizations put into place systems
that continually challenge employees to fully use
their abilities, take on new work, or innovate as part
of their assigned job duties. The challenge and the
opportunity to demonstrate creativity increase en-
gagement and retention of high performers.

High performers stay where they have opportu-
nities to shine . .. Aside from pay and advancement
opportunities, the job characteristic that high per-
formers value most highly is the opportunity to use
their skills. In the hospitality industry study noted
above, researchers found that the opportunity to use
skills topped benefits, work hours, and co-workers in
its importance to high performers. High performers
also valued the opportunity to use their skills signifi-
cantly more than did their average and low-perform-
ing colleagues.™

.. .and where they are fully engaged by their
work. Challenging work keeps high-performing
employees engaged, which in turn can lead to higher
retention.” “Engagement” has been defined as “the
extent to which employees ‘go the extra mile’ and put
discretionary effort into their work — contributing

more of their energy, creativity and passion on the
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FIGURE 3. Employee Retention by Level of Engagement

Engaged Workers

2%

5%

51%

I No plans to leave

I Actively looking for another job

Not looking, but would consider another offer

Disengaged Workers

7%

B Made plans to leave current job

Plan to retire in the next few years

Source: Towers Perrin (2008). Towers Perrin assesses employee engagement levels based on responses to questions that measure

connections to an organization across dimensions ofengagement: rational, emotional, and motivational. Engaged workers scored

highly in all three dimensions; disengaged workers scored poorly in all three dimensions.

job.”>® A 2008 survey of nearly 90,000 employees at
midsize to large organizations across a wide variety
of industries and 18 countries found that doing excit-
ing, challenging work was one of the most important
drivers of employee engagement. And those who
were most engaged in their work were far less likely
than others to look for different jobs or plan to leave
the organization.”’

One way employers can keep their stars engaged is
by involving them in the organizations’ most vexing
challenges. Leaders from the Corporate Executive
Board’s Corporate Leadership Council observed a
large manufacturing organization, a global informa-
tion services firm, and technology titan HP, and
discovered that they all included rising stars in dis-
cussions about key strategic issues facing their busi-
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nesses. This approach can help stars develop their
own leadership skills and can also bring them into
direct contact with senior leaders, improving engage-
ment, organizational commitment, and retention.>®

2. Tailor jobs to individual-specific needs

How it works. Companies tailor job design to high
performers’ interests or existing skills, or give em-
ployees substantial autonomy and responsibility over
their work. They build into work roles and job de-
scriptions a flexibility that enables them to respond
to high performers’ interests and talents. Catering

to individual-specific characteristics makes it easier
for employees to excel and grow without formal ad-
vancement, and also increases the employees’ sense of
“fi” with the organization.

SHOOTING FOR STARS 11
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Examples in Action

General Electric, a global infrastructure,
finance, and media corporation, and Gold-
man Sachs, a global investment banking
and securities firm, both use “stretch goals”
to challenge and keep their highest per-
forming managers. Stretch goals are those
that managers do not know how to reach,
and so require fresh thinking. These com-
panies have found that stretch goals give
high performers opportunities to work at
peak creativity and efficiency, signal their
value to the organization, and accelerate
their individual development.”

Google’s organization-wide policies
encourage developers to devote up to 20
percent of their time to noncore initiatives,
with the specific goal of attracting and
retaining high performers.* The company
has also developed an algorithm using data
from employee pay and promotion histo-
ries, performance reviews, and other infor-
mation to determine who is most likely to
leave. In part, the company uses the algo-
rithm to identify high performers who feel
underused, a key complaint of those who
are thinking about leaving and therefore
crucial information the company can use in
targeted retention efforts.*!

Procter & Gamble strategically places
top performers in high-stress, “live-fire”
roles. Managers look to fill these positions
with rising stars who have adequate quali-
fications and excellent leadership skills, but
who also have developmental gaps the posi-
tions can help fill. Through this program,
the company keeps its highest performers
engaged through challenging work while
also preparing them for promotion and

movement to leadership roles.”

“Sculpting” jobs can retain high performers.
High performers want to be able to grow profession-
ally without having to earn promotions or switch
organizations. Research and case examples suggest
that tailoring jobs to meet an employee’s interests
and skills can therefore be a powerful strategy for
high-performer retention. For example, a 1985 meta-
analysis of 20 experiments dealing with attempts
to reduce turnover, involving about 6,500 subjects,
found job enrichment — reconfiguring a job to make
it more satistying— to be a strong retention strategy
for all employees, including high performers.” In
addition, a 2005 survey of 472 professionals from a
large international engineering company found that
employees of all performance levels preferred job
enrichment — such as by structuring a manager’s role
to give her more decision-making authority — even
to lateral or vertical career moves.**

Customizing work assignments can also increase
retention among high performers by aligning jobs
with their interests, personalities, and passions.65 A
2010 survey of 589 managerial and professional work-
ers in a multinational East Asian company found job
design to be correlated with high performers’ com-
mitment to their organizations, where job design in-
cluded job autonomy, the ability to set rules and goals
for one’s work, and the level of challenge in the role.f®

Many organizations have found that when they
make it possible for high-performing employees to
alter their job responsibilities, it becomes more likely
that the employees will stay. A 2005 survey revealed
that 8o percent of Fortune soo companies have for-
mal internal mobility programs in place specifically
to improve retention rates. The vast majority of these
companies (89 percent) prohibit low performers from
using the programs.67 Coca-Cola, Duke Power, and
the Gap all encourage employees to change positions
or roles within their organizations.”® Other compa-
nies have started using “internal job boards” to assist
high performers in finding new assignments within
the organization instead of looking elsewhere. After
Dow Chemical Co. started posting all job openings
on an internal job board, internal job changes dou-
bled and turnover in the company fell by half.’
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Build Lasting Teams
Employers frequently use hiring

processes to determine a candidate’s

“fit” with the organization and pre-

dict who will add the most to the
firm. But research suggests that it is also possible to
use the hiring process to predict whether prospective
employees will stay, enabling organizations to hire
those they are more likely to retain. Organizations
can also increase the odds of retention by conveying
clear, accurate information to prospective hires about
what working for the organization is like. Once new
employees are on board, researchers have found that
high performers want to work with other high per-
formers. Organizations that assign work in ways that
maximize that interaction, therefore, are more likely

to retain their top talent.

1. Increase retention through smart hiring

How it works. Well-crafted hiring processes can
serve three main purposes: enabling employers to
identify candidates who are most likely to perform at
high levels; identifying candidates who are least likely
to leave the organization; and communicating an ac-
curate impression of what it is like to work with the
organization. Each of these increases the chance that
new hires will choose organizations where they fit.

Organizations can increase retention by hiring
candidates who are more likely to stay. Research
suggests that much of the data available to employ-
ers during the hiring process can accurately predict
employees’ later voluntary turnover. In addition,
some of the variables that accurately predict turn-
over — such as a candidate’s job history, personal
connections to the employer, and self-confidence
— also accurately forecast job performance. As a
result, organizations can use these variables to hire
employees who are both more likely to perform at
high levels and to stay.

In 2005, researchers studied the relationship of
pre-hire variables and voluntary turnover in a sample

of 445 job applicants at nonprofit and for-profit

organizations. A follow-up 2009 study by the same
authors analyzed the issue with a group of 119 job ap-
plicants at a large financial company. In both studies,
researchers found similar mixes of pre-hire variables
that were predictive of employee’s voluntary turn-
over. These included:

» Biographical measures — the length of time the
employee spent in his or her prior job, number of
jobs held in the past five years, number of friends
and family in the organization, and whether the
applicant was referred by an existing employee;

» Dispositions — the employee’s self-confidence and
decisiveness;

» Pre-hire attitudes — the employee’s expressed de-
sire for the job and overt intent to stay; and

» Personality traits — the employee’s conscientious-

ness and emotional stability.”

All of these factors predicted employees’ voluntary
turnover within six months of hiring, across various
types of organizations. The two personality traits,
added in the 2009 study, continued to predict vol-
untary turnover for two more years.”' Most of these
variables were also connected to an employee’s job
performance: length of time in the most recent job,
employee referrals, and the number of friends and
family in the organization were found to accurately
predict an employee’s job performance in the first six
months. In addition, the two personality traits pre-
dicted employees’ job performance beyond the first
six months.”

Managing applicants’ expectations can lower
turnover rates. Research suggests that retention can
have a direct relationship to the employer’s commu-
nication during the hiring process about the organi-
zation and the job.”> When an employer offers appli-
cants candid glimpses of the jobs and organization,
their increased understanding of the position they
are taking can reduce the chances of turnover later.
These findings arose from a 1998 meta-analysis of
29 field studies and 11 laboratory studies, where the
researcher found that realistic job previews presented

before and immediately after hiring reduced volun-
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Examples in Action

SAS Institute, a large software firm, boasts a turnover rate of less than 4 percent, compared with an

industry average of 22 percent.”” SAS fills more than half of its job vacancies through employee refer-

rals (23 percent) and internal promotions (28 percent).”® The company has also developed data mining

software, available for sale, to aid other companies in determining which employees are at greatest risk

for voluntary turnover, the most significant reasons that cause employees to leave, and whether top

performers are at risk of leaving.””

Southwest Airlines uses a hiring system that screens for employee “fit” using candidate perfor-

mance on tests that were developed by observing existing employees’ behaviors. The company cred-

ited this hiring system with generating its very low turnover rate — consistently less than s percent,

compared with an average turnover rate in the airline industry of 20 to 30 percent.”

Capital One, a financial services company and member of the Fortune soo, has a turnover rate of

less than 10 percent. After years of experience, the company has concluded that employees who are

recruited through its internal referral program are stronger applicants for new positions 474 tend to

stay longer with the company. As a result, the company places a strong emphasis on its internal refer-

ral program, with almost half of new hires generated by employee referrals.*

Case studies indicate that coffee giant Starbucks, investment bank and securities firm Goldman
Sachs, health food mecca Whole Foods Market, and retailer The Container Store all seek to pro-
vide realistic job previews to applicants or new hires to later improve retention. These companies have

each developed programs to help good “fits” hit the ground running, while helping others self-select

out of positions in which they would be unlikely to thrive.*

tary turnover.”* Realistic job previews that occur after
hiring are also effective at increasing an employee’s
performance.75 The more realistic a preview, the bet-
ter prepared the applicant will be to jump into a job
with eyes wide open, or to opt out before accepting a
job and later departing based on unrealistic, unmet

: 76
CXPCCtatIOl’lS.

2. Group high performers together

How it works. Companies assemble teams of high
performers, either to work jointly on projects or to
serve different but mutually enhancing functions

within the organization. Because high-performing
employees prefer working with high-performing

peers, this leads to stronger collective performance
and lower turnover among high performers across

the organization.

Grouping high performers together improves
retention and performance. Stars perform better
and are more likely to stay with their organization
when they are surrounded by other high perform-
ers.”> Companies often fall prey to the idea that you
can be successful with one or two top performers —
what a trio of scholars has called the “lone-star
myth.”** But research and experience suggest that
without the company of equally talented colleagues,
high-performing employees are less likely to excel
at their jobs or stick around for very long.” In par-
ticular, surrounding high performers with equally
talented colleagues has the advantages of creating
synergistic outcomes in team settings and enhancing
the reputation of the organization, which can open
doors and create greater access to outside resources.*®

Using panel data on top-performing security ana-
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lysts over a nine-year period, two researchers dem-
onstrated that the quality of high performers’ col-
leagues significantly affects the quality of their work.
Their analysis suggests that high performers do
not “own” their performance, even in knowledge-in-
tensive work and with a history of strong past perfor-
mance. Instead, the quality of their close colleagues
most significantly affects their ability to maintain
their performance.”’” Having other high performers
on their team also significantly increases retention, as
does having high performers in complementary roles
within the organization.*®

Google is perhaps the company best known for
grouping high performers together as a targeted
retention strategy. The company uses a rigorous hir-

Without the company of equally talented

colleagues, high-performing employees

are less likely to excel or stay in their jobs.

ing process to bring in only exceptionally talented
employees, and then groups these individuals in
small teams to work on complex issues. The company
has based this strategy on its experience that hiring
“mediocre” employees to work in small teams makes
it more difficult — if not impossible — to attract and

retain stars.*’
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Additional Strategies for Retaining High Performers

Organizational Characteristics
that Affect Retention

The research and case studies from sectors outside
education are replete with examples of strategies that
significantly increase retention. The four strategies
outlined above are the ones best supported by a ro-
bust research base that spans years and diverse orga-
nizational settings. Additional approaches, however,
have shown some success and may be effective for re-
taining top talent in some organizations. We briefly
outline each of these strategies below.

» Enhance organizational prestige. An organiza-
tion’s reputation in the community or relevant
industry is more important to high performers
than other employees. In an open-ended survey
of 24,829 employees in the leisure and hospitality
industry, researchers found that high performers
cared far more about organizational prestige than
low performers as a reason for staying with an or-
ganization.”® Goldman Sachs has taken advantage
of this perception to retain its highest performers
by infusing its hiring process with a “culture of
exclusivity” that helps the company appeal specifi-
cally to high performers.”

» Train and mentor high performers. When they
are well-designed and carefully implemented,
training and mentoring programs have been
shown to decrease employee turnover, including
among high performers. Using a 2005 survey of
more than 1,000 Army officers, one group of re-
searchers has found that mentoring, especially by
supervisors, increased organizational commitment
among military officers.”* Similarly, a 2009 survey
of 315 health-care employees showed that mentor-
ing can significantly decrease turnover by building
increased commitment among employees with
mentors.”” Among its many retention strategies,
General Electric uses highly regarded training
programs to reward high performers and put them

on the company’s leadership track. According to
GE leaders, the prestige combined with the train-
ing itself have made the programs a valuable tool
for recruitment and retention.”

» Provide lifestyle perks. A natural outgrowth
from the customized compensation packages
mentioned above are “lifestyle perks”— various
types of non-financial benefits — that can be
used to retain stars whom an employer does not
want to lose. The SAS Institute offers employees a
unique set of benefits ranging from a fitness center
and on-site childcare to free M&Ms on Wednes-
days. The company also has a relaxed dress code
and encourages employees to work 35-hour weeks.
Researchers who have studied the company link
the perks and the unique organizational culture
they generate to the company’s remarkably low
turnover rate of less than 4 percent.””

» Open lines of communication between employ-
ees and company leaders. Finally, an organiza-
tion’s intentional efforts to foster transparency and
clear communications throughout the company
can improve employee retention. Essentially, when
employees have ways to voice their opinions, they
are more likely to resolve concerns or “feel heard,”
and thus decide to stay in their positions. This
finding arose from an analysis of data from com-
panies invited to submit applications for Fortune
Magazine’s “1oo Best Companies to Work for in
America,” including organization-level question-
naires and employee attitude surveys. The research-
ers found that having an ombudsman, call hotline,
complaint center, grievance process, and other
processes for addressing perceived injustices helped
mitigate increases in voluntary turnover.’® Similar
studies of the health care industry have found that
high numbers of options for employees to voice
dissatisfaction, receive constructive feedback, and
change negative aspects of their work situations

were associated with higher retention rates.”’
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Go to the Mat for the Best Employees

The retention strategies discussed in this report are
most commonly thought of as organization-wide
initiatives. But retention efforts can also be focused
more narrowly, on specific, well-defined groups of
employees or even on individual high performers.

In short, if any of the systemic strategies discussed
above do not succeed in keeping a high-performing
employee that the organization wishes to retain, em-
ployers will “go to the mat” to keep the individual.”®
This might involve higher compensation, a new job
role or work assignment, a combination of “lifestyle
perks” described above, or any number of other indi-
vidualized approaches, based on what matters most
to the employee.

The most successful organizations use both types
of strategies — a combination of organization-wide
techniques designed to maximize overall retention,
together with focused strategies that enable manag-
ers to do what it takes — to give them the greatest

chances of keeping stars.

Prepare for Some Inevitable Departures

Turnover is inevitable. But organizations can still
maximize the value they derive from stars — even
when they leave. Today, companies in many indus-
tries increasingly accept the inevitability of turnover
and supplement their traditional retention measures
with an adaptability that allows them to respond

effectively when top talent departs. Research and ex-

perience from across sectors yield four primary strat-
egies that can help organizations successfully manage
the inevitable departures of some of their stars.

» Retain relationships with departing stars.
Companies that remain on good terms with high
performers after their departure can benefit long
after employment ends. Strong relationships with
successful former employees can yield formal or
informal collaboration on projects and a positive
portrayal of the organization among the former
employee’s new colleagues and contacts.”

» Generate positive non-hires. Applicants who are
turned down for a job may later become the orga-
nization’s employees. They might also be future
customers, either as individuals or as employees
of suppliers, customers, or partners. Experience
suggests that they will carry their hiring experi-
ence with them long into the future, so the more
positive an organization can make the process and
initial rejection, the more likely benefits are to ac-
crue down the line. '*°

» Use post-employment contracting. Organiza-
tions can use short-term contracts or project-based
hiring to keep a high-performing employee who

might otherwise leave the organization entirely.'”"

The best approach to high-performer retention
may ultimately be a portfolio of initiatives that in-
cludes organization-wide policies, actions to keep in-
dividual high performers, and practices to maintain

positive relationships with departing stars.'”
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Applying Cross-Sector Lessons

to K—12 Public Education

eeping great teachers in education — and

specifically in instructional roles — is a na-

tional imperative. Students without great
teachers are far less likely to catch up with their U.S.
peers and to make advanced progress like their inter-
national peers. Dropping the turnover rate among
top-quartile teachers by half would mean an addi-
tional 750,000 students each
Jfollowing year could benefit from these teachers’
gap-closing, bar-raising progress.103 But how? Heed-
ing lessons from other sectors that have taken high-
performer retention seriously is essential. Our na-
tion’s children — and the great teachers who could
serve them for many more years — cannot wait while
we reinvent the wheel.

Applying the research and experience of other sec-
tors to education, here are starting steps for education
leaders who are serious about keeping great teachers:

Make high-performer retention a top priority.
This is perhaps the most important lesson from
other sectors. Targeted, vigorous efforts to retain the
people who are the best in a critical job start with the
will to make it happen. It must be a top priority for
leadership and the organization at large. Although
some states, districts, and schools today may try to
keep better teachers, the level of effort and success
does not match the urgency of the need. Clear, vocal
leadership about the need to keep more of the best
will help get everyone moving in the same direction
and send the right message to great teachers.

Set high-performer retention goals —and
then measure success. Setting specific retention
goals — such as reducing top-teacher turnover by
half, or more — and tracking progress openly will
send strong signals to all that retaining great teachers

is a priority. Measurement will require five tasks:

> Measuring teacher effectiveness using the best tools
readily available. No organization has perfect
measures, but using the best available makes sense;

» Identifying the cutoff point that defines “top teach-
ers”in the current pool —at a minimum, those
who achieve sufficient student learning progress
to close achievement gaps and move children for-
ward to advanced work. Overall, the top quartile
of teachers in the United States today meet this
bar,'* but the portion will be less or more in dif-
ferent districts and schools;

> Calculating baseline turnover rates of top teachers;

» Setting a specific goal for reduction of turnover rates
among top teachers; and

» Measuring future retention rates of top teachers.

These acts alone send a message that great teach-
ers need to perceive: their exceptional contributions
are valued. What's more, any determined principal,
superintendent, school board, or state leader could
take these steps tomorrow — without any major
policy changes.

Use retention tactics that do not require policy
changes — right away. Many of the high-performer
retention strategies used in other sectors do not re-
quire significant policy changes to be implemented at
the district, state, or national levels. Motivated lead-
ers could implement these right now and start reap-
ing immediate rewards for students. The possibilities
vary according to current policies in each state and
district. Leaders will find many options in the main
body of this report. For example:

» Design flexible and challenging work roles that use
the specific strengths of top teachers, without
removing them from instruction. One enormous

area of opportunity is using various means to
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Any determined education leader
could take steps to keep more great
teachers right away — without

major policy changes.

extend the instructional reach of great teachers
to more students within their existing work set-
tings. We do not cover all the possibilities here,
but most schools could immediately reduce the
noninstructional duties of the best teachers and
use existing technology to provide rote elements
of instruction, while shifting far more top-teacher
time into personalized learning activities with
more students.'®
> Build lasting teams. This starts at hiring and
extends to teachers’ ongoing work. Schools and
districts can immediately begin communicating
the value of great teachers at the interview stage by
telling them about the high performance expecta-
tions for all teachers and the extra opportunities
available to great teachers. Openly conveying
these values and opportunities will attract more
top teachers from the start.

On the job, top teachers need opportunities to
communicate and collaborate without fear of con-
veying their norm-breaking ambition. Leaders can
create these opportunities formally or informally
and can empower these groups with responsibility
for high-value tasks, such as organizing materials
all teachers need to achieve high progress with
students, and professional development of other
teachers.

> Customize actions to vetain individuals. Whether
a star teacher needs personal time for temporary
family matters, coaching and development to
reach more children effectively, or other custom-
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ized solutions, education leaders can meet many

of these needs within existing policies. Identifying

and focusing on the changing needs of individual
top teachers is the first step.

Rebuild education policies to provide oppor-
tunities and rewards for our nation’s great
teachers — and the children they could serve.'*
Finally, we could do much more if we changed poli-
cies that block education leaders from providing op-
portunities to the best teachers. Current hiring,
licensure, placement, tenure, pay, budgeting, and
benefit policies — whether found in state laws, dis-
trict policies, or collective bargaining agreements
— have been designed to provide certainty for all
teachers, rather than to provide opportunities for
our highest performers. They often create barriers
to providing the kind of retention-enhancing career
opportunities and rewards that top performers dis-
proportionately crave.

For example, pay and budget allocation practices
make it nearly impossible to reward top teachers
in proportion to their contributions and formally
promote them within instructional roles. Although
many new funding sources, both public and private,
are offering temporary add-on money to pay for per-
formance, these are likely short-lived solutions. Re-
slicing the compensation pie to allocate more money
for teachers who achieve better results — especially
for those who achieve them with more children —isa
critical step for any state or district that wants to keep
(and attract) more of the best over the long haul."”’

We must retain public education’s best teachers to
improve our nation’s schools. This report shares four
key high-performer retention strategies that have suc-
ceeded in other sectors. It also explains several other
tactics that may boost retention. By adopting and
adapting these strategies in public education, admin-
istrators and policymakers will have a much better
shot at keeping the best.
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