[image: image1.png]EMPLOYEE TURNOVER BY LENGTH EMPLOYED

ASKED: Ofthe employees who leave your company, is your highest tumover among
those who are employed

By Business or Industry

General | Finance/ | Medical | Constr/ | Transp/ | Retail
Trade Auto Entert.

Manfctr | Business

6 mos or fewer | 42% 4% % 34% 51% 60% 7%
7-12mos 11 9 2 11 11 0 5
1-2 years 19 18 24 24 18 [ 15
3-5 years 0 9 11 0 0 [ 4
5-10years |3 4 2 3 5 3 -
10+ years 4 6 1 3 1 [ 1
Dont Know | 4 4 6 4 2 5 2

Tile, not time | 7 7 7 1 2 - 6



Employee Turnover and New Hire Costs

Why SafetyFirst Makes Sense
Safety Hotline Programs and Turnover - Summary

The SafetyFirst program helps companies to:

1. Spot new hires and existing employees who demonstrate behaviors that place them “at-risk” of becoming involved in a collision 

2. Identify whether systems such as driver screening programs, new hire orientation and dispatch of new drivers are working properly or are in need of management’s attention

3. Increase the effectiveness of safety training by tying it to a demonstrated, documented need for additional assistance based on behavioral inputs and observation reports

4. Cut overall training costs by refocusing efforts on those drivers who need help regardless of hire date or anniversary alone.  (Eliminate training for drivers who would not likely improve their performance based on the training alone.) By focusing training efforts, firms can save 75% or more in their annualized training budget.
5. Improve communications and coaching practices by discussing Motorist Observation Reports as a behavioral safety input.  This demonstrates management’s commitment to safety results and to offering help to drivers who may be “at-risk” of becoming involved in a collision.

In the attached case study, a company with 24% turnover and 500 drivers can save more than $200,000 while continuing to use their existing, nationally recognized training programs.

How Much Does it Cost to Place a New Driver Behind the Wheel?

According to the Employment Policy Foundation newsletter, HR Benchmarks1, employee turnover is a critical benchmark.  Why?  Because the “…costs of recruiting and filling vacancies, lost productivity from vacant jobs, and the costs of training new employees increase operating costs, reduce output, and cut into profits. Estimates of the costs of employee turnover vary widely and depend on whether all cost elements are recognized.”  

There are three well-documented elements of turnover cost:

· Staffing costs – includes the costs of recruiting job applicants (such as advertising or job-board postings), screening applicants, drug and alcohol testing (Commercial Drivers), medical screening, prior employment checks, and so on.

· Vacancy — While a position is vacant, the productivity is down and the productivity of the overall organization struggles to cope with being short-handed.

· Training – The replacement employee’s time, other employee’s time and valuable resources (training fees, workbooks, online courses, documentation that training was completed, etc.) must be expended to train each new employee and to facilitate their transition to full productivity.

The fourth cost of turnover is measured in injuries, cargo damage, missed deliveries, upset customers and collisions that involve other motorists.

Even those companies that devote time and money to aggressive training programs, still end up “tossing the keys” to a company vehicle to a new hire and hoping for the best possible outcome – no crash.

What is the Average Turnover Rate?

The average turnover rate for all industries is about 24% per year.  It is higher in the “Retail” industry (app. 40%) and slightly lower in others like Transportation (app. 17%) and Manufacturing (app. 13%).

What are My Turnover Costs Related to Safety?

Screening - Driver screening is probably the largest safety cost that the average company faces – especially for those companies that hire drivers with “Commercial Drivers Licenses” (CDLs).  The regulatory requirements cover a variety of issues that range from controlled substance testing to background checks with fingerprinting.  Proper driver applicant screening is a critical investment in assuring safety results.

Screening practices help to document the qualifications of an applicant, but their attitude and behavior may be masked and not revealed until after they have been behind the wheel for several days, weeks or months.

Training - Aside from initial screening, the second largest expense is training.  Basic orientation practices can not be minimized or skipped – drivers must be made aware of your company policies and protocols for handling crash data, cell phone use, etc.  In fact, there are many compelling legal reasons to fully “orient” your new hires and prepare them for their new job duties.  

Many companies; however, choose to make an investment in a “full blown” driver training program that may take the employee off the road for a full day.  These programs have proven themselves effective and their use is to be encouraged; however, you should be fully aware that their use represents many hidden costs beyond tuition and workbooks.  

The full cost of “Defensive” Driver Training Programs also include the training of instructors, materials kits for the instructors, the lost productivity of the supervisors and employees who participate in training sessions and the administration and recordkeeping associated with such programs.  When you factor in all the hidden costs (see attached worksheet), the true cost per employee can range from $65 per session for a simple online course (no instructor fees) to over $360 per student per session for nationally recognized training programs.

The “Churn Factor”

Additionally, in many industries, the overall turnover rate under represents the number of drivers whose tenure is measured in weeks or months.  These drivers who “come and go” multiple times within one year are often referred to as the “churn factor” – a single position or seat filled multiple times.  

The “churn factor” also represents a cost that is not fully returned to your company – you invest in training these individuals only to have them take that training investment to their next employer (who may or may not make the same investment in their training that your company has already provided).

Although there have been various studies done on this concept, one study looked at several industries and has been published.  The Thomas Staffing company has produced the chart2 seen in the sidebar to the right.

Most companies feel that the majority of their turnover comes from employees with six months or less tenure on the job.

Sample Scenarios to Illustrate the Concept

Scenario 1:  A company with 500 drivers and a 24% turnover rate runs all drivers through a comprehensive driver-training program every two years (based on anniversary date alone), and trains all new hires within the first 45 days on the job.  This is a vendor supplied “how to drive safely” program, not their basic orientation package on company policies which is mandatory for all new hires.

During two years, 500 employees (the baseline group of employees) will be trained and an additional 240 new hires will also be trained for a grand total of 740 trainees.  When this company has certified enough trainers (one for every 30 trainees), obtained the needed workbooks, videos, and other kit materials, and actually conducted the sessions, the grand total cost over 24 months would be in the range of $250,000 or more.

This idealized company has been doing this type of training for years and really believes it is assuring their safety results, but they still have crashes every year (granted that they might have more crashes if they did not have such a dedication to promoting safety through comprehensive courses).  

If they only knew who was “at-risk” of becoming involved the next crash that might happen, they could intervene and actually help those drivers who are “at-risk” prior to crashes.

Scenario 2:  Another company with the same number of drivers and same turnover rate installs the SafetyFirst safety hotline service on all vehicles.  This costs $15 per vehicle per year; therefore, a two-year total cost is $15,000.  

This company (like other companies on the program) receives Motorist Observation Reports about aggressive risk taking of some drivers (those who are “at-risk” of becoming involved in the “next crash”).  In fact, 80% of all drivers never receive a complaint about their driving.  Of the 20% that do get complaints, only half ever receive a second or repeat complaint about an ongoing habit or behavior that needs attention.  In this company, that is about 100 drivers identified in 24 months.
This company invests in the same, top-line training program as the company in scenario 1.  Using the same materials and certifying fewer instructors on the program, the company only trains those drivers who receive multiple complaints (10% of the total workforce or 100 drivers).  This includes baseline drivers AND any new hire (as all are monitored by the safety hotline program everytime they get behind the wheel)

Over the course of two years, they identify and train 100 drivers (because these drivers, including any new hires, have demonstrated a need for the extra help).  The total cost of the training was only $35,000 – a 75% cost savings over the company in scenario 1.  

It is reasonable to assume that this company’s crash rate would be significantly reduced as the “at-risk” drivers are highlighted (whether baseline or new-hire) for immediate management attention throughout the course of the two years.

Additionally, it is likely that with such a proactive stance on scheduling safety interventions based on behavior rather than an arbitrary anniversary such as hire date, the savings from avoided crashes will be substantial. 

Summary

Training is always helpful, but sometimes companies only look at the vendor invoice for materials and mistakenly believe that this invoice represents the total cost of the program.  Also, without a proactive, forward-looking indicator of driver risk taking, the effort and resource poured into training may be minimized rather than maximized.  Turnover, especially among low tenured employees, also affects your true costs as your company may be training these employees for their next employer’s benefit.

Incorporating a safety hotline service to “target” the “refresher training” to those who are truly “at-risk” can maximize your efforts and help preserve your overall expense resource.

1 - http://www.epf.org/pubs/newsletters/2002/hb20021203.pdf#search='turnover%20rate%20bls'

2 – www.thomas-staffing.com/survey99/retention_table1.htm

	Details
	ABC Baking
	XYZ Baking

	Number of Drivers (base)
	500
	500

	Turnover Rate
	24%
	24%

	Number of drivers hired each year
	120
	120

	Trains all drivers?
	Once every other year
	Only drivers who get behavior safety reports from safety hotline service

	Number of training sessions in one year
	(120+250) = 370
	50

(only 10% of drivers will get multiple complaint reports)

	Number of training sessions in two years (total)
	(120+120+500) = 740
	100

	Cost of Safety Hotline (one year)
	0
	$7,500

	Cost of Safety Hotline (two years)
	0
	$15,000

	Cost of Nationally Recognized Program (‘A’)
	A. Five-day instructor training and certification for 15 trainers 

1. $17,655 tuition/fees

2. 562.5 lost supervisor hours during training/certification sessions.  

3. Estimate at $35/hr per supervisor = $19,688. 

4. Set of Video Tapes for each instructor = $8,830

($46,173 subtotal for instructor certification)

B. Workbook cost per student ($3 per student per session X 740 sessions = $2,220)

C. At $20/hr X 7.5 hours for day long classroom session = $150 for lost time per trainee per session. (740 trainees = 5,550 lost production hours and $111,000 in paid wages for training time)

D. 7.5 hours per session, one session per trainer per month = 2,700 lost supervisory hours (Est at $35/hr per supervisor to = $94,500 over 24 months)

(subtotal for session materials and lost time = $207,720)
	A. Five-day instructor training and certification for 5 trainers 

1. $5,885 tuition 

2. 187.5 lost supervisor hours during training/certification sessions.

3. Estimate at $35/hr per supervisor = $6,563.  

4. Set of Video Tapes for each instructor = $2,943

($15,391 subtotal for instructor certification)

B. Workbook cost per student ($3 per student per session X 100 sessions = $300)

C. At $20/hr X 7.5 hours for day long classroom session = $150 for lost time per trainee per session. (100 trainees = 750 lost production hours and $15,000 in paid wages for training time)

D. 7.5 hours per session, one session (using only one trainer from the pool) per month = 180 lost supervisory hours (Est at $35/hr per supervisor to = $6,300 over 24 months)

(subtotal for session materials and lost time = $21,600)

	Aggregate Cost and Savings
	Total Cost of 740 trainees over 24 months = $253,898 
	Total Cost of 100 trainees over 24 months = $36,991 

(a $216,907 SAVINGS)
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