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As the Canadian and world
economies improve in 2004,
employees who are not happy with

their present state of employment will go
elsewhere. Unless organizations take con-
crete steps to understand and act on what
drives employees to stay or go, the human
resources bleeding will go straight to the
bottom line.

The business case
In an August 2003 survey by the Society

for Human Resource Management
(SHRM) and CareerJournal.com, 83 per-
cent of employees and 56 percent of HR
professionals believed it was likely that vol-
untary turnover would increase in 2004 as
overall world economies improved. The
total cost of turnover is estimated to be
somewhere between 30 percent of the
annual salary of hourly employees (Cornell
University) and 150 percent as estimated by
the Saratoga Institute (Price Waterhouse
Coopers). Taking a fairly conservative esti-
mate that the financial loss from one
employee is equal to his or her annual
salary, the negative financial impact of
turnover to the bottom line can be substan-
tial. For example, consider a company with
1,000 employees at an average salary of
$40,000 and a turnover rate of 3 percent.
The cost of this turnover would be $1.2
million. A reduction in turnover of just
one-half percent would result in a bottom-
line savings of $200,000 to this organiza-
tion. Clearly, this math provides enough of
a business case for companies to invest in
building up levels of employee retention!

Employee motivators and de-motivators
To understand the factors underlying

employee retention, it is useful to go back
to a classic study conducted by Frederick
Herzberg in 1968, which was revalidated in
2003 (Harvard Business Review). Herzberg
identified intrinsic factors in employee

motivation such as achievement, recogni-
tion for achievement, the work itself,
responsibility, growth, and advancement;
and extrinsic factors such as company poli-
cy and administration, supervision, inter-
personal relationships, working conditions,
salary, status, and security. He discovered
that not only were the factors that pro-
duced job satisfaction separate and distinct
from those that lead to job dissatisfaction,
but that the intrinsic factors (or motivators)
were the primary causes of satisfaction, and
the extrinsic factors (or de-motivators) were
the primary cause of unhappiness on the
job. It is important to understand that since
these factors are separate and distinct, job
satisfaction and dissatisfaction are not
opposites of each other. The opposite of job
satisfaction is not job dissatisfaction, but
rather, no job satisfaction; and similarly, the
opposite of job dissatisfaction is not job sat-
isfaction, but no job dissatisfaction. In
other words, it is the presence of de-motiva-
tors (job dissatisfaction) AND the absence of
motivators (no job satisfaction) that cause
employees to jump ship.

Without getting into the Herzberg study
in any great depth, the following facts from
this review may be of interest.
• The top two motivators leading to job

satisfaction were a sense of achievement,
and recognition for the achievement.

• The top two de-motivators leading to job
dissatisfaction were bureaucratic and
unfair company policies and administra-
tion, and poor supervision.

• Salary is an extrinsic factor: therefore, an
average or generous salary did not lead to
job satisfaction; rather, it lead to no job
dissatisfaction. An inadequate salary
however resulted in job dissatisfaction.
Even as an extrinsic factor though, salary
ranked fifth on the list, behind company
policy and administration, quality of
supervision, relationship with the super-
visor, and working conditions.

• The employees, studied in twelve differ-
ent investigations as part of this review
(and subsequent investigations between
1968 and 2003), were a wide cross-sec-
tion of different industries and job class-
es, and included lower level supervisors,
professional women, agricultural admin-
istrators, men about to retire from man-
agement positions, hospital maintenance
personnel, manufacturing supervisors,
nurses, food handlers, military officers,
engineers, scientists, housekeepers, teach-
ers, technicians, female assemblers,
accountants, Finnish foremen, and Hun-
garian engineers.

Focus more on reducing de-motivators –
the motivators will follow

Interestingly, many recent studies have
shown that managing to reduce de-motiva-
tors is often much cheaper and more effec-
tive than managing to increase motivators;
reducing de-motivators often, as a side
effect, results in increasing motivators.
Therefore it follows that companies should
get a greater return from first focusing on
removing de-motivators and, second,
boosting motivators. Unfortunately, most
traditional models of management take the
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opposite approach – they focus more on
creating motivators rather than removing
de-motivators.

The top three intrinsic motivators are
achievement, recognition for achievement,
and the work itself; the top three extrinsic
de-motivators are bureaucratic company
policies and administration, poor supervi-
sion, and a poor relationship with the
supervisor. The critical point here is that all
six of the top criteria that employees use to
decide whether they should jump ship or
stay with an organization are things that a
good leader (whether a formal supervisor or
manager, or an informal mentor) can con-
trol. Leaders have direct control over an
employee’s sense of achievement, recogni-
tion for those achievements, job structure
and content, supervisory practices, and
relationships with employees. Leaders also
have at least partial influence and control
over the bureaucracy associated with com-
pany policies and administration, at a min-
imum to the extent that they can buffer
their employees from the full impact of
such policies.

Bottom line: employee retention and
turnover are under the direct control of the
organization’s (or division’s or department’s)
leaders. While focusing on achievement,
recognition, and job structure/content will
produce positive results, it is much more
effective to focus on reducing de-motivators
by improving supervisory practices and rela-
tionships with employees, and removing the
bureaucracy associated with company poli-
cies. In fact, improving supervisory practices
and relationships with employees, and
removing bureaucracy, will, by default, result
in increased intrinsic motivation as well.

Take action
So how can a good manager reduce de-

motivators to keep his/her employees?
There are several alternatives, and it is like-
ly that none of them will surprise you. In
fact, many of these are so obvious that as
you read through them, you might be
tempted to say to yourself, “Uh-huh. I
knew that.” If you find yourself uttering
these words, I encourage you to ask yourself
the next question. “Yes, I may know that,
but am I doing it?” Unfortunately, many of
us know what we should be doing, but we
are not always proficient in the execution of
our good intentions. Often, we fall down

when it comes to putting it into action. As
you read through the remainder of this arti-
cle, you will notice that I have offered you
many practical and specific tactics to
improve your supervisory practices and
your relationships with your employees,
and to streamline administration practices.
I encourage you to think about what you
are going to do to put some of these tactics
into action. And of course, the perhaps
unexpected added bonus: when you focus
on reducing these extrinsic de-motivators,
the presence of intrinsic motivators will
increase.

Tactic #1: Define goals
One of the fundamental characteristics of

good supervision is establishing well-
defined goals that are clearly understood
and accepted by the troops. No employee
should have to question what’s expected of
them. One of the best ways to accomplish
this is to make goals and responsibilities
constantly visible, and track progress
against targets so that people can see where
they’re headed and how far they need to go.
Consider publishing your goals and expec-
tations in the company newsletter; display-
ing posters on cork boards in break rooms;
exhibiting your mission statement at every
workstation; and talking regularly on this
subject to your people. The dual benefit:
when goals are established and monitored,
employees see visible achievements and feel
acknowledged and recognized. Can you see
how focusing on reduction of de-motiva-
tors (in this case, improving supervisory
practices) also results in creating motiva-
tors?

Tactic #2: Create a sense of purpose
Another characteristic of good leadership

practices is helping employees understand
their significance in the big picture.

Let me give you an example. As a profes-
sional speaker and trainer, I travel to over
100 cities a year giving keynotes and semi-
nars. Unfortunately, I find myself spending
a lot of time in airports, usually running to
catch a flight that I invariably miss due to a
late connection, and then sitting around for
several hours waiting for the next flight. In
the airport, I often have to deal with over-
worked staff whose customer service skills
have deteriorated as the day has worn on. In
a nutshell, they’re cranky, and as a result,

often quite difficult to deal with. When I
finally get to my destination, I often find
myself eating a poorly-cooked (and over-
priced) meal, and then sleeping in an
uncomfortable bed. In a nutshell, I get
cranky, and often difficult to deal with!
Here’s my question – after this description,
would you want my job? I suspect that
many of you would answer, “No way,
Merge. Keep your job!”

Now consider this alternate description
of what I do. As a professional speaker and
trainer, I travel to over 100 cities a year giv-
ing keynotes and seminars. I help people in
organizations maximize their individual
and team results by giving them specific
and practical tools to communicate and
work more effectively with their staff and
colleagues. Through my efforts, people are
entertained, energized, engaged, and
inspired with the confidence and knowl-
edge to not only manage potentially diffi-
cult situations, but to also lead others to
greater professional and personal success.
Now, after this account, would you want
my job? I suspect that many more of you
would respond in the affirmative to this
second description. The unfortunate truth,
however, is that both the descriptions I gave
you are true! Any and all jobs have negative
components to them, and you can see some
of mine portrayed in the first account.
However, unless people have a sense of pur-
pose (my second portrayal), the negative
components can be overwhelming, leading
to de-motivation. It’s the second descrip-
tion that defines my purpose, and allows
me to deal with the negative aspects of what
I do.

Creating a sense of purpose promotes
teamwork and instills a sense of pride. Help
employees understand the purpose of their
jobs and why their positions are important
to the company. Start by asking them, and
then helping them develop the answer
themselves. Once they understand the pur-
pose of their and other jobs and how the
entire organizational structure works toward
accomplishing the company’s mission, not
only will de-motivators be reduced, but also
motivators will be created.

Tactic #3: Empower your employees
When you empower your employees, you

develop better relationships with them, and
you allow them to take ownership for
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streamlining company operations and administration. When you
authorize your employees to take action, it gives them a sense of pride
and ownership. Assign employees ownership of a task and attach all
the responsibilities that go with getting the job done. For example, if
you want to build a better machine, look to the people who operate
it. Let them figure out how to improve it. Show them where you keep
the toolbox and stand back. As far as you are able, even just within
your circle of influence, cut out the regulations and red tape and let
them use their best judgment to reach a goal.

Try this idea. When a problem is plaguing your company or depart-
ment, send it out by e-mail or on index cards to all your employees
asking for suggestions on how to fix it. You might be surprised at
where your best solutions come from. At minimum, you’ll give every-
one involved a feeling that they are part of the team and that you value
their opinions. Even better, let the person or department that comes
up with the best solution implement it, giving them the freedom and
resources needed to get the job done. Autonomy inspires self-motiva-
tion and reinforces self-worth. Allowing employees the opportunity to
follow through on their ideas will give them a strong sense of accom-
plishment, and then watch job dissatisfaction go down and job satis-
faction skyrocket!

Tactic #4: Get to know your employees
This one’s easy! If you want to build solid relationships with your

employees, you can do nothing better than get to know them. And I
mean beyond the obvious in the work environment. Find out about
their lives outside work – whom they really are, the names and ages of
their children, about their beloved pets, their hobbies, their interests
when they are not at work. Some of you will tell me that you have
some employees that you really don’t want to develop a relationship
with beyond the boundaries of work – I’m not asking you to go out
to dinner with them; I’m just asking you to find out more about them.
It will not only help you understand them better, but also build up
their self-esteem and self-worth. One senior executive I know keeps a
notebook in which he jots down personal notes about each of his over
300 employees – when he sees the foreman on the shop floor, he can
make an instant connection by remembering to ask how his son fared
in the last hockey tournament. Needless to say, his over 300 employ-
ees like him very much, and even though they may not always agree
with his decisions, they still respect him because their relationships
with him are based on more than just work.

Tactic #5: Communicate, communicate, communicate
In my consulting practice of almost fifteen years, I have yet to come

across an organization that creates bureaucracy simply for the sake of
doing so. In every situation, without exception, policies and proce-
dures have been put in place to manage some legitimate business func-
tion or issue. Unfortunately, almost as often, the people in these
organizations have perceived these new procedures to be “bureaucra-
cy”, and I have often heard this sentiment, “There goes Head Office
putting in new rules that don’t make any sense!” The reason people
view these actions as “red tape” is because they often don’t understand
the logic behind the decision, and just as often, it’s because no one
thought to communicate this information to them.

Let me give you an example. I recall, several years ago, an organiza-
tion I worked with implemented a new rule at its plants that security
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staff could ask to inspect employee’s bags
when they were coming into or leaving the
plant. Now this was in the pre-9/11 days
when inspecting bags was not a normal or
widely-accepted practice. Staff at the plant
were horrified. “My privacy is being violat-
ed” and “Don’t they trust me?” were some
of the many sentiments voiced; and morale
started to plummet. See, nobody had told
the employees why this new rule had been
implemented. Fortunately, the company’s
leadership quickly realized this shortcom-
ing, and each manager took the time to
explain the reason behind the new rule to
employees. The rule had been prompted by
a serious theft that had occurred in another
plant, where one employee had been steal-
ing a small number of tools and compo-
nents over a period of more than six
months. The subsequent police and audit
investigation had recommended this new
directive. Now all the employees didn’t nec-
essarily agree with the change, but at least
they knew why, and the irritation levels
diminished.

When you take the time to communicate
to and consult with employees, at a mini-
mum, you will build better relationships. In
an even better scenario, you may hear about
alternative approaches that will streamline
administrative procedures even more than
you might have realized.

Another aspect of communication that
generates positive results is offering timely
and constructive feedback to your employ-
ees. Virtually any management tome will
tell you that offering frequent and useful
feedback to the people that work for you is
a hallmark of good supervisory practice.
People need to know how they’re doing and
they need to hear it more frequently than
once or twice a year in the obligatory per-
formance review meeting. In fact, here’s a
good rule of thumb. An employee should
get feedback (positive or a negative) within
24 hours of the event having occurred.
Therefore, by default, there should be no
surprises during the periodic performance
review meeting, since the employee should
have received any feedback well before
then. The performance review meeting
should serve only as a way to summarize
previous discussions. If any of your employ-
ees are flabbergasted at information that
you are giving them in a performance
review meeting, then you know that you are

not communicating appropriately or fre-
quently enough.

It takes time to communicate informa-
tion to employees, but it is time well spent.
It contributes to improved supervision on
your part, better relationships with your
staff, and more streamlined administrative
procedures. In other words, it decreases
extrinsic de-motivators, while also increas-
ing intrinsic motivators. Are you beginning
to see a recurring pattern?

Tactic #6: Listen intently
A respected mentor and friend once told

me, “The reason you have two ears and one
mouth is because you should listen twice as
much as you speak.” Nothing builds rap-
port in relationships more than listening, in
life, as well as in your dealings with your
employees. Human nature says that we
often rush to respond to what someone says
(usually with the good intention to assist);
unfortunately, we would be better off if we
just listened. Usually the individual is not
looking for a solution to their problem or
dilemma, merely seeking a responsive ear.

If you recognize that you’re not as good a
listener as you should be, don’t despair. Lis-
tening is a learned skill, and you can teach
yourself to be a better listener. Practice this
exercise to improve your listening skills.
Find a speech or debate on radio or televi-
sion that you’re unquestionably not interest-
ed in. Set a timer for five minutes, and for
this period of time, force yourself to listen
to what the speaker is saying. Every time
you realize that your mind has wandered,
push your mind back to the speaker. The
more you practice, the better you’ll get.
Promise.

Listen intently. Open your mind to your
employees’ suggestions and, more impor-
tantly, encourage input from all areas. Not
only will you build relationships, but you’ll
also get valuable information about what’s
working or not, and what could work bet-
ter within your department or organization.
And here’s a double bonus – when you fol-
low this tactic, you’ll also achieve Tactic #4;
when you listen attentively, you’ll also get
to know your employees better.

Tactic #7: Celebrate your successes
It has been my experience that, far too

often, we don’t take the time to celebrate
our accomplishments in organizations.

Now, I have never yet met a leader who did-
n’t agree that organization and employee
achievements should be celebrated. In fact,
they always have the best intentions. How-
ever, Karl Marx once said, “The road to hell
is paved with good intentions.” The unfor-
tunate truth is that we get busy; and as one
project is completed or issue is resolved, we
move on to the next one. We simply don’t
have the time to celebrate, unless of course
we make the time.

Here’s why you should be diligent in cel-
ebrating: it creates positive workplace rela-
tionships, it’s a good management practice,
and, if you’re celebrating the elimination of
unnecessary work, it encourages other peo-
ple to come forward and do the same. In
other words, it reduces the three top extrin-
sic de-motivators that we have been dis-
cussing through this entire article. And per-
haps by now, not surprisingly, it’s also an
intrinsic motivator – it recognizes employ-
ees’ achievements.

Here are some ideas. Say thank you ver-
bally. Say thank you in writing (even an e-
mail note will do). Have a senior manager
say thank you verbally or in writing. At
your next team meeting, go around the
table and have everyone share a one or two
minute “brag moment” where they can tell
everyone one work-related thing that they
are particularly proud of having accom-
plished. Create a celebration wall: a cork-
board with pictures and goofy captions that
celebrate something worth celebrating.
Order in pizza or a sandwich lunch for the
gang. Bring in doughnuts and muffins to
celebrate the halfway point of an ongoing
project. You get the idea! I hope you
noticed that celebrating does not have to
involve a big budget (even though occa-
sionally it doesn’t hurt to put some money
towards it).

The bottom line
Turnover can be a significant cost to an

organization. In an economy where
employees who are not happy with their
present state of employment can easily go
elsewhere, the financial loss to an organiza-
tion can be substantial. But don’t lose sight
of the real bottom line: employee retention
and turnover are under the direct control of
the organization’s (or division’s or depart-
ment’s) leaders. Leaders have direct control 

…see Employee Retention, page 48 
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FSD&A, the information provided must be
balanced, addressing, for example, both pos-
itive and negative aspects of the govern-
ment’s performance in the period as well as
both positive and negative financial trends.

Responses to the Exposure Draft
The deadline for comment for the

FSD&A Exposure Draft was September 26,
2003.  Responses to the proposed recom-
mended practices were generally positive
and no major changes to the proposed prac-
tices are expected based on comments
received.  

Respondents generally concurred with
the proposed status of the FSD&A propos-
als as recommended rather than required
practices. Some raised questions as to
whether they would be published in the
CICA Public Sector Accounting Handbook
or under separate cover.

Some respondents also questioned
whether FSD&A must accompany the
financial statements.  I believe that PSAB is
unlikely to change its position on this issue
as the usefulness and accountability value of
FSD&A is greatly enhanced if the informa-
tion accompanies the financial statements it
explains.  If a government does not prepare
an annual report, FSD&A information can
be provided with the summary financial
statements in the public accounts as done

by the federal government for its 2003 pub-
lic accounts.  

Some respondents commented on the
risk that FSD&A information may not be
comparable from jurisdiction to jurisdic-
tion, noting that users’ understanding
might be impaired because, for example,
they are not aware of differences between
the reporting entities of different govern-
ments across Canada.  Taken with the
information in the financial statements and
its accompanying notes and schedules,
however, FSD&A should provide users
with more complete and digestible infor-
mation to compare and understand the dif-
ferences between government finances
across Canada.  Given the complexity of
government, when they are reviewed inde-
pendently, neither the financial statements
nor FSD&A sufficiently explain govern-
ment finances to users.  FSD&A brings the
meaning behind complex financial state-
ments into focus for users and thus would,
unless it substantially repeated information
from the financial statements, be consider-
ably less useful on its own.

FSD&A is already being done
The first published example of a com-

plete FSD&A report by a government in
Canada that formally adopts the proposals
in the PSAB FSD&A Exposure Draft was

issued by the Government of Canada in
October 2003 as part of its 2002-03 public
accounts.  The Government of Canada is to
be commended for taking a leadership posi-
tion in publishing FSD&A information,
particularly as the FSD&A proposals were
adopted at the same time as the govern-
ment published, in advance of the stan-
dard’s effective date, its first set of full
accrual financial statements in accordance
with the new reporting model approved by
PSAB1.

In November 2003, the Government of
Ontario published its Annual Report and
Consolidated Financial Statements for 2002-
03.  Ontario also included some FSD&A in
its report and made substantial progress in
phasing in its adoption of the new report-
ing model.  In addition, a few municipali-
ties are working towards the inclusion of
FSD&A information with their December
31, 2003 financial statements.

PSAB expects to review the proposed
final version of the FSD&A SORP for
approval in March 2004. ■

Reference

1 The new reporting model should be applied for all
fiscal years beginning on or after April 1, 2005. Ear-
lier application of the Recommendations is encour-
aged.
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over supervisory practices and relationships
with employees. Leaders have at least partial
control over the bureaucracy associated
with company policies and administration.
Leaders also have the ability to impact an

employee’s sense of achievement, recogni-
tion for those achievements, and job struc-
ture and content. If you are a leader in your
organization, are you doing the right things
to keep your employees, or are you inadver-

tently sending them to the competition?
This article has given you some ideas to
keep your employees, but now it’s up to you
to put specific tactics into action. Let me
know how you do. ■

EMPLOYEE RETENTION, from page 40

Marketing Manager Required

The Financial Management Institute’s National Board of Directors is looking for a part-time Marketing Manager, based in the National
Capital region. The ideal individual would have a good knowledge of the FMI, its objectives and its activities, in addition to an 
understanding of marketing and advertising methods. The individual would be responsible for coordinating advertising and marketing
activities nationally for the FMI. This position will be paid on a commission basis. Please forward your resume by March 30th to:

FMI Marketing Selection Committee
P.O. Box 613, Station B
Ottawa, ON K1P 5P7
e-mail: national@fmi.ca


