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I’ve heard a lot about R&d-based 

tax credits that I believe could 

benefit my company, but I don’t 

want to be aggressive and trigger 

an audit.  Is this a valid concern?

The fact that you are concerned about 

this indicates that you are conservative 

by nature, which from the standpoint 

of taxing authorities is generally a 

good thing.  Your concern in this area, 

specifically, does have roots as the 

R&D tax credit has previously been a 

Tier I audit focus for the IRS.  In August 

2012, however, the IRS announced 

that it would no longer follow an 

issues tiering process, which should 

mean that claiming an R&D credit will 

not make your company the specific 

target of an exam.

The R&D tax credit is a completely 

viable credit, and it initially came under 

scrutiny because of how aggressive 

taxpayers were taking it.  If you think 

that your company rightfully qualifies, 

then by all means it is something you 

should explore further.  In doing so, 

you may be well served to connect 

with a CPA Firm that has a focus 

in the technology arena and has 

the resources to assist you with the 

calculation process.
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One of your most tenured developers 
has just given notice that she’s leaving 
for another job. You’re in shock and feel 
overwhelmed at the prospect of losing this 
valued employee, especially with so many 
projects in the pipeline. Your first reaction 
is to immediately make a counteroffer to 
convince her to stay.

Don’t.
While this may seem like the logical next 

step, it isn’t the best one. Here are the primary 
reasons why:

The employee has a reason for wanting to 
leave. People who are completely satisfied in 
their jobs won’t even consider the possibility 
of quitting. Those who are willing to move on 
have the necessary motivation to do so, such 
as escaping interpersonal conflict in the group, 
receiving a pay raise or being able to work with 
the latest technologies.

Even if you go to great lengths to ameliorate 
the issue that caused the employee to quit, 
you may just be applying a Band-Aid to a 
larger problem. Someone who’s leaving for 
a promotion, for example, may be happy 
moving up in your company—but still resents 
the fact that colleagues advanced before him. 
He may remain unhappy staying at your firm 
and will ultimately quit again.

Employees who accept counteroffers may 
also wonder why they had to threaten to quit 
for managers to take appropriate action. If the 
person deserved a promotion, why wasn’t it 
offered earlier? 

Department morale can be affected. When 
you make special accommodations for certain 
employees, it can create ill will with other staff. 
It may appear that disloyalty is being rewarded. 
Employees may question why someone who 
quit suddenly deserves a raise or corner office 
when they’ve worked just as hard and remained 
devoted to the company.

Additionally, staff may not feel comfortable 
working with people who were recently on 
the way out the door. They may worry 
that these individuals aren’t as trustworthy 
or invested in their jobs, which can affect 
working relationships.

You’ll never fully trust the employee again. 
As relieved as you may be to retain a valued 
staff member, you may have doubts moving 

forward about just how committed the 
person is to the job. After all, the employee 
has admitted to being open to considering 
other opportunities.

Recognize, too, that those who accept 
counteroffers are putting managers at the 
other firms in a bad position. These employees 
are backing out on job agreements, which 
can be embarrassing and frustrating for 
supervisors who arranged those deals. This 
can point to a serious character flaw in those 
you’ve convinced to stay.

The individual may not be as essential as 
you think. Although it may seem as though you 
couldn’t possibly survive without a particular 
employee’s skill set, chances are the individual 
is replaceable. In fact, this may prove to be 
an ideal time to consider filling the position 
with someone on your team who’s ready to 
advance. You may also find a candidate in the 
job market who’s an ideal fit for the opening.

Keep in mind, too, that an employee who 
reluctantly stays may not be as motivated 
and productive as someone who’s eager 
to be in the position. The person simply 
may not be as valuable to the team after 
accepting a counteroffer. 

You may overlook a potential learning 
experience. Even losing valued staff can 
have a silver lining. Often, it provides a 
good opportunity to reassess your workforce 
allocation and make adjustments within the 
group. For instance, you might realize instead 
of filling the position being vacated, you’d 
rather hire someone in another role.

Turnover can also point you to problems 
in your department or company. If there’s a 
pattern in the complaints gained through exit 
interviews, you may be able to make changes 
that improve recruiting and retention in the 
future. You might discover, for example, that 
your firm needs to make work-life balance 
a greater possibility for its employees by 
implementing appropriate programs.

It’s easy to fall into the trap of making a 
counteroffer based on emotions. No one wants 
to lose a key staff member, but it’s essential 
to take the time to seriously consider the 
situation. More often than not, you’ll find the 
risks outweigh the benefits in persuading a 
departing employee to stay. n

Thinking of giving that exiting 
employee a raise to stay? Think again. 

By JoHn REEd

why Counteroffers 
are a bad idea


