CHAPTER 6- THE FINANCIAL IMPACT OF EMPLOYEE ATTITUDES

Ex. 6.1-a.


Dollarized attitudes = Attitude index x Annual Payroll

Attitude index = (Weighted attitude scores/ (Attitude weights



= 38.72/34 = 1.1388

Annual Payroll = $131,500

Dollarized attitudes = $149,752.20

Gain = $149,752.20 - $131,500 = $18,252.20

Gain Per Person = $3,650.44

b. Two advantages of the human asset valuation approach are:

(1) It provides a simple framework for measuring human assets

(2) The Attitude Index may serve as a standard metric across subunits of an organization.

Two disadvantages of the human asset valuation approach are:  (1)  The effects of improved employee attitudes on job behavior are unknown.  (2)  The method provides no means for validation of predicted savings.

Ex. 6.2- 

1. Present cost level = average number of days absent per month x cost per incident (variable costs only)

Present cost level = 2.2 x $102.04 or $224.49 per clerical employee per month

2. Planned attitudinal improvement = 0.45 SD

3. Estimated behavioral improvement = (Planned attitudinal improvement in SD units) x (SD of days absent) x (r att., abs.)

Estimated behavioral improvement: = 0.45 x 1.43 x (–0.34)





          = (-0.219)


4.
New behavioral rate = Present average number of days absent/month + estimated behavioral improvement



New behavioral rate = 2.2 + (-0.219) = 1.981

5.  
New cost level = New behavioral rate x Cost per incident

New cost level = 1.981 x $102.04



 = $202.14 per clerical employee per month

6. Savings = $22.35 per clerical employee per month

Ex. 6.3- 

a. The employee-customer profit chain has some serious implications for the structure of every aspect of company behavior.  Firstly, not only does it continue to be important to recruit employees and managers who are enthusiastic about and take pride in their indidividual job effort, but it is crucial to find people who are able to see how their job performance and enthusiasm contribute to the overall success of the company.  Obviously employee selection should be contingent upon a positive estimation of these qualities.  Once employees are hired, they need to be further trained to understand the specifics of the customer-profit chain, the importance of their relationship with the customer, and the role instruments like the TPI.  After employees gain an understanding of these factors, their performance can be managed within the paradigm of the customer-profit chain without confusion about job performance goals.  Finally, an incentive program should be implemented so that employees can see not only that their enthusiasm about their job influences the overall success of the company, but also that the overall success of the company can have a positive impact on the compensation that employees receive for their job.  Often, this may give rise to incentives that are not entirely based on financial performance.  Such a two-way system provides incentives for good job performance within the customer-profit chain, and simultaneously illustrates to workers the type of behavior that will result in advancement within the company.

b. Some of the practical issues that have to be considered by management in implementing a system like the customer-profit chain are the measurement quality and continued relevance of instruments like the Total Performance Indicator.  The two key questions to be considered are, “Is the questionaire an accurate predictor of retail success,?” and, “Can we modify the questionare in the future so that it can continue to be an accurate predictor of performance?”  Furthermore, even if the answers to these questions are yes, another key practical issue is the feasability of educating employees and managers as to the nature and validity of the system.
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