Savings from Lower Turnover

For the evaluation phase, do you have any turnover projections.  If so, what might

The savings be in decreased turnover?  There are several large studies that reveal

the following turnover costs:

Merck & Company --  1.5 to 2.5 times salary

Study from the Journal of Accountancy --  93% to 200% of salary

Study from Fortune Magazine --  150% or more depending on the persons salary

The above information is from:

Costing Human Resources, 4th edition (December 14, 1999)

by Wayne F. Cascio

South-Western College Publishing; ISBN: 0324007094

Pages 23 & 24

Economic Value of Job Performance 

When time or resources do not permit a more detailed study Cascio recommends the following method of estimating the economic value of job performance. The difference between the value to the organization of the products and services produced by an employee at the 50th percentile in performance and that of an employee at the 85th percentile in performance is equal to 40% of average salary for the employees in the group.  Because salaries differ greatly at a large company, you might want to separate employees into groups i.e., executives, engineers etc.

The above method is a quick and easy way to estimate the economic value of job performance that has been derived from many academic studies conducted over a many years.

But, you would need a way to place employees into percentiles.  It would be derived from actual performance evaluation numbers.  You can't just say that average performance in your company is in the 50th percentile in performance and say above average performance is at the 85th percentile in performance.  This is because with many companies the employee in 50th percentile in performance may have received a 7 or even an 8 out of 10 on a performance evaluation.  This is due to performance evaluation inflation.  So, you would need a way to normalize your data.  But, this could be easily accomplished.  

The above information is from:

Costing Human Resources, 4th edition (December 14, 1999) 

by Wayne F. Cascio

South-Western College Publishing; ISBN: 0324007094 

Pages 225-228

HR Costs as a Percentage of Expenses

HR costs as a function of total corporate expenses range from about 30% to about 70%.  Organizations in industries that are more labor-intensive (e.g., service industry) will usually have a higher percentage.  Hospitals typically have a high % (60-70%) and canning/packaging companies typically have a lower % (35-50%) depending on the specific operation.

