Ex. 2.1 Separation Costs

Exit interview cost of interviewer’s time=(.75 hr.+.25 hr.) x $19.00 x (.27 x 4,000)









= $20,520

Cost of terminating employee’s time= (.75 hr.) x [(.4 x $21.60)+(.36 x $15.50)+(.24 x $33.30) x 1,080





=$17,991.72

{Weighted average pay rate= $22.212 per hour}

Administrative functions related to terminations = (1.5 hrs.) x $19.00 x 1,080








= $30,780
Separation Pay = (80 hrs. x $22.212) x 1,080




= $1,919,116.80

Unemployment tax = (.054-.05) x [$7,000 x (4,000 + 1,080)] + [(.054) x ($7,000 x 1,080)]




= $550,480
Total separation costs = $20,520 + $17,991.72 + $30,780 + $1,919,116.80 + $550,480





= $2,538,888.50

REPLACEMENT COSTS

Communicating job availability = [$450 + ($19.00 x 4)] x 1,080






= $568,080
Preemployment administrative functions = (2.5 hrs.) x $19.00 x 1,080







= $51,300
Entrance interview = ( 1 hr. x $19.00 x 1,080 x 4)




= $82,080
Testing = ($10 + $10) x (1,080 x 4)



= $86,400
Staff meeting = (1.5 hrs.) x ($19.00+$27.75) x 17




= $1,192.125
Travel/Moving Expenses = [$75 x (1,080 x 4)] + ($45,000 x (1,080/10))





= $5,184,000
Postemployment acquisition and dissemination of information = (1.25 hrs. x $19.00 x 1,080)

= $25,650
Contracted medical examinations =  $150 x 1,080






= $162,000
Total replacement costs = $568,080 + $51,300 + $82,080 + $86,400 + $1,192.125 + $5,184,000 + $25,650+$162,000






= $6,160,702.10
TRAINING COSTS

Informational Literature = $15.00 x 1,080





= $16,200
Instruction in a formal training program = [$34 x 32 x 12 x .65] + [$16.50 x 1,080 x 32]







= $578,726.40
Instruction by employee assignment = (24 hrs.) x [($24.25 x .5 x 1,080/2) + ($16.50 x 1,080)]

= $584,820

Total training costs = $578,726.40 + $584,820 + $16,200




= $1,179,746.4

Net differential in performance = + $160,000
Total turnover costs = $2,538,888.50 + $6,160,702.10 + $1,179,746.40 + $160,000




= $10,039,337

Total cost per terminating employee = $9,295.68

Ex. 2.2


The chapter discusses two key reasons why employees quit.  One, newcomers moving from outside to inside the organization often have inflated, unrealistic expectations.  When these expectations are not met, they become discouraged and quit.  Two, employees are likely to quit if they have high needs for personal growth and development (high growth need strength), but they are placed into jobs that lack variety, task identity, and task significance, they have little autonomy, and they rarely get feedback.


As for reducing turnover, it is important first to identify the source of the turnover.  Is it occurring more frequently among high-performing, hard-to-replace employees?  Choose one or more of the following strategies discussed in the text that seem to “fit” the nature of the turnover problem:  realistic job previews, job performance tests, institution of a supportive work culture, or vulnerability maps allowing managers to tailor incentive packages to the needs of particular employees.
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