CHAPTER 8 – UTILITY: THE CONCEPT AND ITS MEASUREMENT

Ex. 8.1- Using the Taylor-Russell tables, the following success ratios are observed:

Validity
SR
BR
Success Ratio

Gain

0.25

0.20
0.30
0.43


13%

0.55

0.70
0.80
0.89


9%

0.20

0.70
0.80
0.83


3%

0.10

0.50
0.50
0.69


19%

Ex. 8.2- Using the Naylor-Shine Tables, the following values are observed:
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0.22

0.6179

-0.30

0.1364

0.62

0.47

0.2090

0.81

0.65

1.38

-0.47

0.2090

-0.81

0.65

1.38

Ex. 8.3- Using the Brogden-Cronbach-Glesser model, the net gain over random selection is as follows:

(N = 20/.20) = 100

(U = (N)(Sde)(rye)(((y’)) – (N)(cy)

      = (100)($10,000)(0.25)(0.28) – (100)($25)

      = $70,000 - $2,500 or $67,500
The gain per selectee is as follows:

$67,500/20 = $3,375
Ex. 8.4- Using the Raju, Burke, and Normand Model, the net gain over random selection is as follows:

(U = N(A(R)(XR
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N= (125/.50) = 250

(U = 250($55,000)(.34)(.35)(1.03) – (250 x $400)

(U = $1,585,337.50
per selectee = $12,682.70
Ex. 8.5- To compute the relative difference in payoff between the two procedures, we begin by finding “N,” the number recruited:

N = 50/.50 = 100

(U1 = (100)($15,000)(0.20)(0.3989)-(100)($100)

        = $119,670-$10,000

        = $109,670 (overall), and $2,193.40 per selectee

(U2 = (100)($15,000)(0.40)(0.3989) – (100)($500)

        = $239,340 - $50,000

        = $189,340 (overall) and $3,786.80 per selectee.

(U2-(U1 = $79,670 (overall) and $1,593.40 (per selectee)

Ex. 8.6- The Naylor-Shine utility model is most appropriate in this situation, because it yields the increase in average job performance that can be expected from any given change in selectivity (the SR).  In this problem:


[image: image3.wmf]Z

y = rxy((/()

0.5 = 0.40((/()

0.5/0.4 = (/( = 1.25

According to the Naylor-Shine tables, when (/( = 1.25, SR = 0.2578.  Hence, only the top 26 percent of applicants should be selected, and a Zxi = 0.65 will yield this result.
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