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Onboarding Hilton – Case study
[image: image1.jpg]With over 500 hotels worldwide, Hilton depends on its call center reservations and customer care
representatives (o manage tenervations and customer concerns. Hilton felt that it was a desirable
employer, offering employees travel benefits, a strong brand, and the opportunity for some repre-
sentatives to work from home. But Hilton also realized that the annual turnover rate of 55 percent
among these employees was expensive and resulted in lost productivity.

After investigating its turnover patterns in greater detail, Hilton learned that half of all of its
teservations and customer care representative hires left before 90 days of employment. This early
turnover suggested that its selection and onboarding process could be improved.
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To improve the retention of its reservations and customer care representatives, Hilton built i
retention strategy around why employees tend to stay with the company, including the strong.
brand, travel benefits, and working from home. Core job skills were identified and interviewer;
were trained to conduct structured interviews with a special focus on retention. Removing
technology experience as a job requirement and training it instead expanded the applicant pool {
include older workers who have the other core job skills and who tend to have lower turnove
rates. Hilton also developed a realistic job preview to promote attrition at the applicant stug
rather than post-hire. ‘
Hilton now assigns the best supervisor at each location to be responsible for each newly
hired team member immediately after training, and holds them accountable for retaining (hs it
teams until the 90-day mark. Trainers and supervisors also discussed which employees Wl
likely to stay or leave based on either their performance or preference to decide who to coach i '
who to terminate based on poor performance. New hires are also given color-coded badgen i
encourage other employees to welcome them. This also leads to a celebration after completiry Y
days on the job when the new hires receive a regular identification badge. Hilton also adopi '
new metrics for its call center directors, including at least 75 percent of new hires reaching thi
90-day mark and half of all new hires coming from employee referrals due to their higher reféi
tion rates.
Hilton’s improved staffing and onboarding processes are working. Turnover declined at 1&i

20 percent each month for the first four months, and business metrics, including quality, cost ;
call, and average handle time, improved, §
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1. What are the strength of Hilton’s socialization program and why?

2. Do you think that is it appropriate for Hilton to hold supervisors accountable for employee retention during the first 90 days? Why or why not?

3. What additional ideas do you have to quickly socialize new employees into a company focused on customer service?

The IndyMAc Bank case

[image: image3.jpg]{Srrategy Exercise:  California-based IndyMac Bank, the largest
savings and loan in Los Angeles and the ninth-largest mortgage
originator in the United States, focuses on building customer rela-
tionships and pursues a growth strategy.'>* The overall turnover
fates at the Pasadena, California, office are 500 to 10 percentage
points above industry benchmarks, ranging from over 40 percent
for sales and operations to the low teens for professionals and
Imanagement. Traditional turnover analysis suggests that IndyMac
should be hemorrhaging money. Instead, the company substan-
tially outperforms its competitors. 3!

How can this be true? The answer lies in the bank’s under-
standing of the costs and benefits of different types of turnover. In
fact, the company calculates the break point where the financial
benefits of the firm’s turnover outweigh the costs. For example,
higher turnover is acceptable for low-impact, nonexempt operat-
ing positions. When an employee leaves one of these jobs,
IndyMac pockets the savings when other employees pick up the
workload for the 30 to 60 days that the average position is open,

plus additional savings when an annual bonus is not paid out to the
person who left or when a replacement employee is brought in at a
slightly lower salary level. On the other hand, turnover among the
firm’s high-impact professional and managerial employees can
cause a six-month delay on a multimillion-dollar project and cost
IndyMac millions of dollars.'3?

Optimal turnover rates are measured within a green-yellow-
red range and differ for each job category and for performance
levels within each category. The turnover rates in the green band
are financially beneficial for the firm; the turnover rates within the
yellow band (the broadest band) are cost-neutral and have mini-
mal impact on the company. By contrast, turnover rates that climb
into the red band begin to significantly hurt the organization.'>

After calculating the break point of turnover for different job
categories, IndyMac turned its attention to understanding the dri-
vers of turnover and analyzed data on many of its 5,000 employ-
ees to identify what matters most to specific segments of its
workforce.!3 It plans to use the results of these analyses to better




[image: image4.jpg]retain top performers. The bank also uses steep performance-

based pay differentials to maintain desired turnover rates among

its high and low performers.'>®

a. What financial benefits does IndyMac Bank receive as a result
of its turnover?

b. What are some of the financial costs of turnover for IndyMac?

¢. What will be the long-term consequences of the bank’s
turnover strategy?

d. If you were in charge of improving the retention of IndyMac’s
bank managers, what process would you use to do this?




