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What	is	annualized	turnover.	What	is	annualized	turnover	rate.	How	to	get	annualized	attrition.	What	is	high	attrition.

What	is	your	company’s	attrition	rate	trying	to	tell	you?	Employee	attrition	is	a	serious	matter.	In	fact,	a	high	one	may	mean	something	in	your	organization	needs	to	change	immediately.	Or,	if	it’s	growing	over	time,	it	may	be	reflecting	a	deep,	concerning	problem	with	your	organization	and	company	culture.	Either	way,	when	one	employee	leaves,
that’s	a	shame.	When	a	lot	of	them	leave,	though,	that’s	a	concern.	In	this	blog,	we	offer	helpful	guidance	on	identifying	different	kinds	of	attrition,	as	well	as	correcting	a	rate	that	is	getting	out	of	control.	Critical	workforce	insights,	like	attrition	rates,	with	one	click	thanks	to	Personio	Reports.	What	Is	An	Attrition	Rate?	Commonly	referred	to	as	a
‘churn	rate,’	a	company’s	attrition	rate	is	the	rate	at	which	people	leave.	If	you	break	it	down,	it	is	the	number	of	people	who	have	left	the	company,	divided	by	the	average	number	of	employees	over	a	period	of	time.	Typically,	it	is	expressed	as	a	percentage	(%).	The	Four	Key	Different	Types	of	Attrition	There	are	different	kinds	of	attrition,	though.
They	are	as	follows:	Type	Of	AttritionWhat	It	Means	Voluntary	AttritionWhen	an	employee	chooses	to	leave	Involuntary	AttritionWhen	an	employee	is	dismissed	Internal	AttritionWhen	employees	move	internally	Demographic-specific	AttritionWhen	a	specific	group	(age,	gender,	ethnicity)	leaves	Which	Types	of	Employee	Attrition	Are	Worst?	Most
notably,	concerning	types	of	attrition	are	voluntary	and	demographic-specific	attrition.	That’s	because	both	of	these	may	be	pointing	to	structural	issues	within	your	organization.	The	first,	voluntary	attrition,	could	point	to	flaws	in	the	way	you	nurture	employees.	They	may	be	leaving	because	they	are	not	getting	what	they	need,	what	they	want,	or
are	not	satisfied	in	their	roles.	Having	an	idea	of	the	‘why’	behind	an	employee	leaving,	typically	through	an	employee	exit	interview,	is	typically	a	good	place	to	start.	In	addition,	demographic-specific	attrition	can	also	be	a	cause	for	concern.	That’s	because	it	could	speak	to	a	toxic	type	of	corporate	culture	that	could	be	harming	your	company	from
the	inside	out.	Diversity	management	is	crucial	here,	and	a	company	lacking	in	it	may	have	significant	internal	issues	worth	interrogating.	Learn	how	to	help	your	workforce	grow	and	become	future-ready	with	our	free	Performance	Management	Guide.	Why	Does	Your	Attrition	Rate	Matter?	Staff	turnover	can	have	a	negative	impact	on	your
company’s	performance.	That	is	why	it’s	important	to	know	the	status	of	your	attrition	rate.	The	first	impact	can	be	felt	in	hiring	cost.	After	all,	replacing	a	highly-trained	employee	can	vary	between	120%	of	their	annual	salary	to	more	than	200%,	according	to	some	sources.	Unless	there	is	an	extremely	rigorous	handover	process,	institutional
knowledge	will	leave	the	organization.	That’s	because	it	is	almost	impossible	to	transfer	all	the	knowledge	an	employee	has	gained	over	the	years.	This	is	true,	of	course,	unless	you	have	a	next-level	succession	planning	process	in	place.	Their	departure	will	also	impact	those	people	working	around	them.	Often,	that	results	in	adding	more	work	to
already	over-burdened	team	members.	Their	departure	can	also	reduce	morale,	increase	stress,	burn	out	employees,	and	perhaps	even	impact	the	company’s	overall	business	performance.	Whenever	someone	leaves	it	definitely	changes	the	dynamics	of	a	team	and	can	even	hurt	the	company’s	employer	brand	and	even	employer	value	proposition
(EVP).	For	example,	recruiters	often	say	that	they	struggle	to	recruit	new	people	when	the	company	has	a	history	of	high	turnover.	What’s	the	Difference	Between	Attrition	and	Turnover?	Although	these	terms	are	often	used	interchangeably,	some	suggest	that	attrition	is	more	of	a	long-term	concept.	Most	often,	staff	turnover	is	addressed	by	hiring
people	to	fill	gaps	as	quickly	as	possible.	In	that	case,	turnover	means	to	bandage	the	‘wound’	to	your	organization,	whereas	attrition	is	a	signal	to	treat	the	potential	root	cause.	HR	Toolbox,	for	example,	defines	them	separately	saying	that	“vacancies	left	by	attrition	aren’t	immediately	filled	up.	Turnover,	in	contrast,	is	a	more	short-term	metric.”
Looking	to	calculate	your	staff	turnover	rate?	Download	our	template	for	some	help.	Try	It:	Employee	Attrition	Rate	Calculator	&	Formula	Regardless	of	whether	you	call	it	employee	attrition	or	churn	(or,	perhaps,	less	accurately,	refer	to	it	as	turnover),	it’s	important	to	know	how	to	calculate	employee	attrition.	So,	here’s	an	example:	Let’s	say	you
ended	the	year	with	200	employees	in	your	organization.	But,	in	that	same	time,	40	employees	left.	The	result	would	be	the	following:	Annual	Attrition	Rate	=	(#	Of	Leavers/#	Of	Employees)	x	100	Annual	Attrition	Rate	=	(40/200)	x	100	Annual	Attrition	Rate	=	(0.2)	x	100	Annual	Attrition	Rate	=	20%	You	can	also	get	more	specific,	though,	and	look	at
turnover	within	a	precise	timeframe.	This	could	result	in	gaining	a	handle	on	early	attrition,	attrition	that	occurs	within	the	first	90	days	of	employment	(within	the	probation	period).	An	example	of	this	could	look	like	the	following.	Let’s	say	that	you	had	60	employees	join	your	organization	within	a	90-day	period,	and	15	of	them	quit	during	that	same
time.	Here’s	how	it	might	look:	Early	Attrition	Rate	=	(#	Of	Leavers/#	Of	Employees)	x	100	Early	Attrition	Rate	=	(15/60)	x	100	Early	Attrition	Rate	=	(0.25)	x	100	Early	Attrition	Rate	=	25%	The	point	is	to	try	and	get	your	attrition	rate	formula	to	create	the	most	accurate	picture	of	attrition	within	your	organization.	But,	having	an	HR	software	that
can	grab	these	reports	in	an	instant	is	a	big	help.	Click	here	to	learn	more	about	HR	analytics	with	Personio.	What	Is	A	‘High’	Employee	Attrition	Rate?	Generally,	high	attrition	rates	or	churn	rates	indicate	that	employees	are	turning	over	pretty	quickly	while	low	attrition	rates	mean	that	people	are	staying	with	your	company	for	a	longer	period	of
time.	Employee	attrition	rates	will	also	vary	based	on	the	size	of	your	company.	That	said,	if	you	have	an	attrition	rate	that	is	over	20%	throughout	the	course	of	a	year,	then	your	team	may	want	to	dig	into	the	numbers.	Additionally,	if	your	early	attrition	rate,	the	rate	of	new	joiners	leaving	within	their	first	six	months	of	employment,	is	north	of	15%,
you	may	want	to	look	into	your	onboarding	processes	(simply	to	make	sure	everyone	is	getting	up	to	speed	quickly).	Personio	offers	a	seamless	employee	onboarding	solution	that	can	help.	Keep	In	Mind:	Attrition	Rates	Vary	Wildly	According	to	a	source	quoting	the	US	Bureau	of	Labor	Statistics:	“About	3	million	Americans	quit	their	job	each	month.”
This	is	not	the	norm	worldwide,	though.	It	is	very	important	to	remember	that	attrition	rates	vary	widely	across	sectors,	countries,	and	job	types.	So,	while	Monster	says	that	the	UK	average	employee	turnover	rate	is	approximately	15%	a	year,	in	2018	LinkedIn	reported	from	their	own	data	that	the	global	average	was	10.9%.	They	also	reported	very
wide	ranges	of	turnover,	even	within	specific	industries.	For	example,	in	this	LinkedIn	survey,	software/technology	businesses	had	an	average	turnover	rate	of	13.2%	at	the	time,	but	user	experience	designers	specifically	turned	over	at	23.3%,	while	the	e-learning	sector	showed	a	turnover	trend	of	only	11.6%.	As	a	further	illustration	of	the	diversity	of
attrition	rates,	a	survey	by	XpertHR	published	in	2019	indicated	that	the	average	turnover	for	sales	and	marketing	staff	was	as	high	as	31%,	while	only	17.2%	of	HR	staff	turned	over	and	engineers	specifically	only	turned	over	at	a	rate	of	8.8%.	This	image	below,	adapted	from	the	Science	of	Work,	helps	put	attrition	rates	into	perspective…	HR	Best
Practices:	Other	KPIs	To	Keep	In	Mind	Is	your	HR	looking	to	dive	deeper	into	analytics	and	reports	for	your	organization?	Here’s	a	quick	run-through	of	some	other	articles	we	think	you	might	find	helpful:	Bradford	Factor	Scores	Employee	Engagement	Metrics	Recruiting	KPIs	We	hope	you	enjoy!	Where	Is	Your	Employee	Attrition	Coming	From?
Source:	Science	of	Work,	based	on	Rubenstein,	A.	L.,	Eberly,	M.	B.,	Lee,	T.	W.,	&	Mitchell,	T.	R.	(2017).	Surveying	the	forest:	A	meta‐analysis,	moderator	investigation,	and	future‐oriented	discussion	of	the	antecedents	of	voluntary	employee	turnover.	Personnel	Psychology,	1-43.	doi:10.1111/peps.12226	Best	Practice:	Find	Out	Why	People	Are	Leaving
While	your	company’s	attrition	rate	is	important	–	especially	if	the	number	has	changed	significantly	over	a	period	of	time	–	what’s	more	important	is	to	know	why	employees	are	leaving	in	the	first	place.	If	employees	leave	because	they	have	to	–	they’re	moving	to	a	new	city,	they’re	changing	careers,	their	family	circumstances	are	forcing	them	to
change	–	then	there’s	nothing	that	you,	as	a	company,	can	do	about	it.	That	said,	employees	don’t	just	leave	because	they	have	to.	They	may	be	pushed,	whether	intentionally	or	because	there’s	something	in	your	business	that	isn’t	quite	right.	If	that	happens,	it	is	worth	paying	attention	to	what	made	them	decide	to	leave	so	you	can	fix	it.	What	Is
Influencing	Your	Attrition	Rate?	Figuring	out	why	employees	are	leaving	is	critical	to	improving	your	attrition	rate.	That’s	partly	why	many	companies	do	exit	interviews:	employees	are	more	likely	to	be	honest	about	what	they	didn’t	like	about	the	company.	Or,	about	what	went	wrong	once	they	have	a	secure	position	somewhere	else.	When	they	leave
it’s	helpful	to	ask	questions	about:	Potential	FactorAsk	Yourself	ManagersAre	managers	properly	motivating	employees?	Team	AtmosphereIs	culture	a	major	factor	for	leaving?	Recognition	ProgramsDoes	an	employee	feel	recognized	for	their	work?	Pay	&	BenefitsIs	your	company	adequately	compensating	employees?	Mental	Health	Are	stress	and
workload	major	issues?	Workforce	DemographicsDoes	your	company	have	a	diversity	problem?	Check	out	these	metrics	for	measuring	and	tracking	employee	wellbeing	today.	People	often	leave	in	order	to	get	a	promotion,	salary	increases,	or	to	a	company	with	a	better	career	progression	framework.	Therefore,		money	is	often	a	contributing	factor.
But,	there’s	also	a	saying	that	goes:	‘People	don’t	leave	jobs,	they	leave	bosses.’	Having	a	good	manager	is	very	important	to	employee	satisfaction.	That	said,	employees	don’t	just	leave	because	of	their	managers,	they	leave	because	of	the	role	and	the	value	they	find	in	their	work.	Employees	are	more	likely	to	leave	a	job	if	the	responsibilities	of	the
role	are	ambiguous.	Or,	if	the	job	is	made	up	of	seemingly	unimportant	tasks,	and	if	they	don’t	feel	that	what	they	do	is	meaningful.	Can	A	High	Attrition	Rate	Be	A	Good	Thing?	A	low	attrition	rate	isn’t	always	a	good	thing.	Some	companies	with	low	attrition	rates	become	stale	over	time	without	new	people	bringing	in	new	ideas.	Similarly,	it	can	be
difficult	to	get	a	challenging	employee	to	leave	a	business.	If	they’re	a	poor	cultural	fit	for	the	business	or	their	job	it	can	reduce	productivity	and	morale	across	the	business.	It	may	be	a	good	thing	if	they	leave.	In	most	cases,	though,	a	high	attrition	rate	is	usually	bad.	When	Should	You	Focus	On	Employee	Attrition?	Awareness	of	your	attrition	rate	is
most	certainly	a	good	thing.	That’s	because	it	allows	you	to	identify	how	many	employees	are	leaving	and	why	they	are	leaving.	If	you	have	a	high	employee	turnover	rate,	pay	attention	to	it.	Fixing	underlying	issues	can	help	improve	business:	Potential	IssuesPotential	Solutions	PerformanceCan	you	implement	a	framework	to	help	employees	develop?
Productivity	Are	there	tools	that	can	help	employees	focus	on	their	work	and	not	admin?	MoraleDo	you	need	to	put	your	culture	in	focus	and	create	values?	Download	our	definitive	guide	to	corporate	culture	for	organizations	here.	However,	a	change	of	employees	can	also	be	an	opportunity	for	the	business.	It	allows	you	to	restructure	a	team	or	a
department	and	possibly	even	save	costs.	This	can	be	done	either	by	hiring	more	junior	people,	splitting	the	role	up	among	other	team	members,	or	promoting	someone	internally.	The	important	thing	to	remember	is	that	a	high	attrition	rate	shouldn’t	cause	concern	for	no	good	reason.	Make	sure	to	first	compare	the	rates	within	your	industry	and
country	averages.	In	fact,	what	may	seem	alarming	might	be	quite	commonplace.	The	thing	to	be	aware	of	is	what	happens	when	attrition	rates	start	to	increase.	That’s	when	it’s	time	to	interrogate	your	employee	data	thoroughly	and	to	make	changes,	without	haste.	Staff	Attrition:	Best	Practices	For	When	Employees	Leave	While	it	does	hurt	to	lose
talented	employees,	and	it’s	expensive	to	replace	them,	it’s	also	wise	to	let	them	go	graciously	and	painlessly.	It’s	easier	if	employees’	records	are	up-to-date,	easy	to	locate,	and	you	have	the	right	termination	processes	documented.	And,	when	they	are	ready	to	follow.	That’s	what	makes	Personio’s	HR	analytics	and	reporting	so	helpful.	It’s	a
streamlined	way	to	keep	your	finger	on	the	pulse	of	your	employee	satisfaction,	with	an	eye	peeled	for	any	dissent,	dissatisfaction,	or	frustrations.	This	way,	you	can	fix	issues	before	they	ever	become	problems	for	your	top	performers.	It’s	not	only	good	practice,	though.	Over	time	it	may	help	reduce	your	employee	attrition	rate	and	improve	employee
retention.	After	all,	the	idea	is	to	get	people	on	board,	keep	them	happy,	and	help	your	business	thrive.	Our	mission	is	to	help	HR	professionals	do	that	every	single	day.	Free	Performance	Guide	Download	Now
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