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I. INTRODUCTION 

Attrition is presently associated with high costs. Institutions ought to provide a realistic procedure for computing 

and analyzing faculty attrition as the costs of hiring, training and developing personnel are now viewed as 

investments. The costs are generally indicated by virtue of losses borne on attraction, selection, retention, 

development and utilization of people who exit the organization. Methods for estimating these costs have been 

available for years (Brogden, 1949; Cronbach and Gleser, 1965) [3[6]] but not until mid 1970’s when the 

subject attracted the attention of the researchers. In order to understand the true cost of turnover, one needs to 

have a correct evaluation of the employee force in the company. R.G. Barry Corporation of Columbus, OH in 

1967 collated costs under five categories; recruitment, acquisition, formal training and familiarization, informal 

training, informal familiarization, experience and development. Complete description of the nature of costs 

analyzed was given by Woodruff (1970).[17] One observes that in general, turnover costs may be quantified by 

considering three major costs viz, separation costs, replacement costs and training costs, (Smith &Watkins, 

1978). [14] 

Suneja. K. (2013) [12] states that with 92% of the total institutions imparting technical education coming from 

the unaided private institutions, the reputation and ability to attract the best of students is only possible when the 

institutions have the ability to attract and retain the talented faculty lest they depart resulting in expenditure to 

the institutions. The measurement of these costs in quantitative terms is far from being easy as maintenance of 

records regarding the cost incurred under the various heads is not adhered to and even if records of certain costs 

are maintained they are not divulged because of their confidentiality. Their examination is important for 

institutions as they have to optimize their costs.  A qualitative study will also aid the Institution to understand 

the various costs involved in the attrition of their faculty and the impact it has on the institution. Not only do 

costs throw light on the knowledge and talent losses within the institution but also reveal the underlying 

financial losses that are attached with attrition. In a day and age when the education sector is experiencing a 
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tremendous boom and opening new vistas for students in India as well as abroad, it is important that institutions 

work on creating  niche of faculty as assets so as to ensure quality education . Not only will this help them 

minimize financial implications of attrition but also aid in positioning themselves as premier centres of learning 

in the long run.  The current study has been undertaken to identify the impact of the direct cost on faculty 

attrition. 

 

II. LITERATURE REVIEW 

Sorensen (1995) [14] and Jones (1999)[11] suggested a model for calculating costs of employee attrition with 

three categories of expenses: (1) hiring costs, (2) training costs, and (3) lost productivity costs.  Sorensen (1995) 

[14] also includes supervisory time spent on additional on-the-job training as a cost factor. Comprehensive 

model for calculating employee turnover is described by multiple sources and asserts that turnover cost 

calculations must include termination or separation costs, hiring costs, vacancy costs, learning curve loss, and 

training costs (Bliss; Fitz-enz, 1997; Pinkovitz, Moskal, & Green, 1996; Fitz-enz, 1998; Brown, 

2000)[1][2][7][12][8]. Each source may not define the categories precisely the same manner, all of the 

aforementioned sources do include these categories in calculating the cost of employee turnover. One of the 

major costs being the direct cost. 

These are costs that reflect the loss of rupee value. The costs are quantifiable in monetary terms and include all 

the expenditures made to acquire and groom the existing employee. These costs also include the costs incurred 

by virtue of the attrition process and completion of exit formalities. Direct costs may take the below mentioned 

forms: 

Replacement costs: Flamholtz (1985)[9] suggest that replacement costs consist of recruitment, selection, 

compensation and training costs, including the income foregone during the training period. He also revealed that 

it is easier to assess replacement cost than market value, and the former might therefore be adopted as an 

alternative gauge of the latter. Further, replacement cost valuation may lead to upwardly biased assessments 

because an inefficient firm may suffer heightened costs (Steffy and Maurer, 1988) [16]. Costs include spreading 

the availability of the job opening to potential jobseekers, pre employment administrative functions, entrance 

interviews, testing, staff meetings, travel / moving, post employment acquisition and providing of information 

and employment medical tests.  

The costs of disseminating information of job availability vary depending on the type of job and the targeted 

candidates. These costs range from the cost of simple classified advertisements in a local newspaper to the fee of 

a recruitment agent / head-hunter. Typically these costs can be obtained from exiting account records. 

Considering that this activity would also involve certain man hours from the personnel department, the cost of 

their time should also be included in replacement costs.  Administratively, gamuts of tasks are involved in 

bringing in a replacement. These include costs incurred in selecting and placing each new employee including 

accepting applications, screening candidates, and checking references which can all prove to be an expensive 

affair. Travel and moving can also be costly to the organization. Travel cost for candidates from a local labour 

market might be minimal but travel costs for out station candidates are high. This is followed by the post 

employment acquisition and diffusion of information. Pre employment medical examination is the final element 

in replacement costs since some organizations making it mandatory.   

Training costs: Three major elements of this cost can be identified: 1) informational literature 2) instruction in 

a formal training program 3) instruction by employee assignment.   The cost of any informational literature 

provided to replacement employees must be considered as a part of the orientation and training costs.  New 

employees may also be asked to attend a formal training program. The overall cost of the training program 

depends on the cost of two major components: costs associated with trainers and costs associated with trainees. 

Separation costs: Separation costs are inclusive of costs attracted by exit interviews, administrative functions 

related to termination such as deletion from employee payroll, personal and benefits files and separation pay if 

any. Two cost indictors are associated to exit interviews viz the cost of interviewer’s time (preparation plus 

actual time required for the interview) and the cost of the terminating employees time (time required for the 

interview x weighted average pay rate).  
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Hence, it becomes imperative for all the institutions to identify, motivate, attract and retain quality lest they 

incur costs in the form of direct or indirect on a continuous basis which is detrimental to the Institutions’ growth 

and development.  Hence, understanding the cost component is important, as with institutions growing in 

number all of them are vying for the same human resource that is faculty.  It is the faculty which is competent 

and qualified is in great demand as faculty attrition results in institution incurring a loss.  Hence the current 

study tries to understand the dynamics of direct costs with respect to faculty attrition. 

III. OBJECTIVES OF THE STUDY: 

To study the relationship between faculty attrition and the direct costs in the technical institutions. 

A. RESEARCH DESIGN 

A structured questionnaire was designed to collect the data. Different factors were identified through literature 

review and exploratory study. Exploratory factor analysis was applied to develop the measurement tool for 

identifying factors of direct costs. For this a pool of 7 items was selected on the basis of literature review. 

 Seven main factors were selected as constructs for the survey, they are: Recruitment Costs, Application 

Processing Cost, Interview Process Costs, Hiring Costs, Orientation and Training Costs, Professional 

Development and Ongoing Support and Separation Costs.  The direct cost was the dependent variable and the 

levels of faculty attrition were taken as independent variables. Validity of the questionnaire was checked 

through face validity method and was found to be high.  Items were rated on likert scale of five points which is 

the most popular choice for ordinal scale; the opinion indicated as “very high” has been assigned the weight of 

5.  To evaluate the direct cost of the organizations total (summated) score was calculated for each respondent by 

summing across items.   

B. SAMPLING AND DATA COLLECTION 

The study was conducted in Technical institutions (approved by AICTE) in the Delhi and NCR region.  A 

sample of 55 institutions was drawn using simple random sampling.  The data on these items was collected 

through a sample of fifty five directors/HOD of various technical institutions on a 5 point likert scale 

C. DATA ANALYSIS AND RESULTS 

Principal component analysis was used with varimax rotation. The correlations between factors and the different 

items expressed by means of the factorial loads were significant. The Kaiser- Meyer-Olkin measure of sampling 

adequacy came out to be .69 which is above .65 (the acceptable level). This shows that the items selected for the 

questionnaire are appropriate. The chi- square value of Bartlett’s Test of Sphericity (Table 1.2) was found to be 

significant (chi sq= 73.77, p= .000), this means the factor analysis is acceptable. The cronbach alpha reliability 

of this test was found to be .66, which is an acceptable value of reliability.   

To assess the direct cost of faculty attrition categorical regression was applied with factors of direct costs as 

dependent variable and 4 categories of attrition i.e. attrition less than 5%, 5%-less than 15%, 15%- less than 

25%, and greater than 25% as independent variables. Results could not be achieved when all the four categories 

were entered together as it was generating zero tolerance. This means high collinearity between the independent 

variables. So results were generated by removing one of the independent variable every time. The level of 

tolerance of categories (nearing to 1), have been considered for the study.  Further means have been taken to 

understand the variations across the attrition levels with respect to each of the elements of direct costs. 

 

 

TABLE 1: MEAN SCORES OF INSTITUTES ON RECRUITMENT COSTS WITH RESPECT TO DIFFERENT ATTRITION RATES 

 ATTRITION 

LESS THAN 5% 

ATTRITION 5%-LESS 

THAN 15% 

ATTRITION 15% - 

LESS THAN 25% 

ATTRITION GREATER 

THAN 25% 

RECRUITMENT COST 2.68 2.94 2.62 2.37 

APPLICATION PROCESS 3.34 3.42 2.81 2.5 

INTERVIEW PROCESS 2.72 2.77 2.87 1.75 
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HIRING 2.83 3.02 3.25 2.87 

ORIENTATION AND TRAINING 2.68 2.85 2.96 2.5 

PROFESSIONAL DEVELOPMENT AND 

ONGOING SUPPORT 3.92 4.19 3.68 3.25 

SEPARATION COSTS 2.2 2.11 2.12 2.5 

TOTAL DIRECT COST 2.91 3.04 2.9 2.53 

 

The results showed that there is no significant effect of attrition rate on recruitment, hiring, orientation 

and training and separation costs in any of the cases. Therefore all these costs do not differ with varying 

attrition rates. Also the screening of means (Table 1) shows that in institution with different attrition rates the 

recruitment cost is below average. This means the cost incurred on marketing, advertisement, and faculty 

referrals is below average in all technical institutes. The cost of hiring incurred by various institutes is average. 

Further institutions are spending average amount on orientation and training too. 

TABLE 2: CATEGORICAL REGRESSION OF FACULTY ATTRITION RATE ON APPLICATION PROCESSING COST 

 STANDARDIZED 

COEFFICIENTS   

 

CORRELATIONS 

IMPORTANCE 

TOLERANCE 

R2= .221 

BETA 

STD. 

ERROR DF F SIG. 

ZERO-

ORDER PARTIAL PART 

AFTER 

TRANSFORMATION 

BEFORE 

TRANSFORMATION 

WHEN IST INDEPENDENT VARIABLE WAS REMOVED 

15%- LESS 

THAN 25% 
-.267 .128 1 4.339 .042 -.270 -.280 -.257 .327 .930 .930 

GREATER 

THAN 25% 
-.358 .126 1 8.080 .006 -.359 -.370 -.351 .584 .961 .961 

WHEN IIND INDEPENDENT VARIABLE WAS REMOVED 

15%- LESS 

THAN 25% 
-.315 .129 1 5.989 .018 -.270 -.324 -.303 .385 .924 .924 

GREATER 

THAN 25% 
-.393 .126 1 9.671 .003 -.359 -.399 -.384 .640 .958 .958 

 

The scrutiny of the Table 2 shows that there are significant effects of various attrition categories on application 

processing cost. The categories 15%-less than 25 % and greater than 25% have significant negative effect on 

application processing cost. This means higher the attrition lower is the application process costs. The result 

shows that with the 1 standard deviation change in attrition rate between 15% to less than 25%, the application 

processing cost decreases from .267 to .315 standard deviation. While in greater than 25% attrition category the 

1 standard deviation changes leads to .358 to .393 standard deviation decreases in application processing cost. 

Also the individual prediction power of attrition category 15%-less than 25% for decrease in application 

processing costs is (partial correlation value)2= (.28)2= .078 or 7.8% to (.32)2= .1024 or 10.24%. The prediction 

power of attrition category greater than 25% is (.37)2= .1369 or 13.69% to (.39)2= .1521 or 15.21%. Looking at 

the importance of the predictors, the attrition category of greater than 25% attrition is most important predictor 

followed by attrition category of 15% to less than 25% attrition. Also the table of means (Table 1) shows that 

the cost incurred on application processing is above average in institutes having low attrition rates while it is 

low in institutes with high attrition rates. 

 

 

TABLE 2: CATEGORICAL REGRESSION OF FACULTY ATTRITION RATE ON INTERVIEW PROCESS COST 

 STANDARDIZED 

COEFFICIENTS   

 

CORRELATIONS 

IMPORTANCE 

TOLERANCE 

R2= .146 

BETA 

STD. 

ERROR DF F SIG. 

ZERO-

ORDER PARTIAL PART 

AFTER 

TRANSFORMATION 

BEFORE 

TRANSFORMATION 

WHEN IST INDEPENDENT VARIABLE WAS REMOVED 
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GREATER 

THAN 25% 
-.357 .132 1 7.301 .009 -.365 -.354 -.350 .892 .961 .961 

WHEN IIND INDEPENDENT VARIABLE WAS REMOVED 

GREATER 

THAN 25% 
-.362 .132 1 7.488 .009 -.365 -.358 -.354 .904 .958 .958 

 

It is observed (Table 2) the category greater than 25% has significant negative effect on interview process cost. 

This means higher the attrition lower is the interview process costs. The result shows that in greater than 25% 

attrition category the 1 standard deviation changes leads to .357 to .362 standard deviation decreases in 

interview process cost. Also the individual prediction power of attrition category greater than 25% is (.35)2= 

.1225 or 12.25% to (.36)2= .1296 or 12.96%. Looking at the importance of the predictors, the attrition category 

of greater than 25% attrition is the only important predictor. Also the screening of means (Table 1) shows that 

the cost incurred on interview process by institution with low attrition rates is average while by institutes having 

attrition greater than 25% this cost is low.   

TABLE 3: CATEGORICAL REGRESSION OF FACULTY ATTRITION RATE ON PROFESSIONAL DEVELOPMENT AND ONGOING SUPPORT 

COST 

 STANDARDIZED 

COEFFICIENTS   

 

CORRELATIONS 

IMPORTANCE 

TOLERANCE 

R2= .118 

BETA 

STD. 

ERROR DF F SIG. 

ZERO-

ORDER PARTIAL PART 

AFTER 

TRANSFORMATION 

BEFORE 

TRANSFORMATION 

WHEN IIND INDEPENDENT VARIABLE WAS REMOVED 

GREATER 

THAN 25% 
-.298 .134 1 4.916 .031 -.256 -.297 -.292 .648 .958 .958 

 

The category greater than 25% has significant negative effect on professional development and ongoing support 

cost. (Table 3). This means higher the attrition lower is the cost incurred on professional development and 

ongoing support. The result shows that in greater than 25% attrition category the 1 standard deviation change 

leads to .298 standard deviation decreases in cost. Also the individual prediction power of attrition category 

greater than 25% is (.30)2= .090 or 9%. Looking at the importance of the predictors, the attrition category of 

greater than 25% attrition is the only important predictor. Also the screening of means table (Table 1) shows that 

the cost incurred on professional development and ongoing support by institution with low attrition rates is high 

while by institutes having attrition greater than 25% this cost is average.   

TABLE 4: CATEGORICAL REGRESSION OF FACULTY ATTRITION RATE ON TOTAL DIRECT COST 

 STANDARDIZED 

COEFFICIENTS   

 

CORRELATIONS 

IMPORTANCE 

TOLERANCE 

R2= .123 

BETA 

STD. 

ERROR DF F SIG. 

ZERO-

ORDER PARTIAL PART 

AFTER 

TRANSFORMATION 

BEFORE 

TRANSFORMATION 

WHEN IIND INDEPENDENT VARIABLE WAS REMOVED 

GREATER 

THAN 25% 
-.332 .134 1 6.140 .017 -.291 -.328 -.325 .781 .958 .958 

 

The category greater than 25% has significant negative effect on total direct cost Table 4). This means higher 

the attrition lower is the total direct cost incurred. The result shows that in greater than 25% attrition category 

the 1 standard deviation change leads to .332 standard deviation decreases in cost. Also the individual prediction 

power of attrition category greater than 25% is (.33)2= .1089 or 10.89%. Looking at the importance of the 

predictors, the attrition category of greater than 25% attrition is the only important predictor. Also the screening 

of means (Table 1) shows that the total direct cost incurred by institution with low attrition rates is average 

while by institutes having attrition greater than 25% this cost is below average.   

IV. CONCLUSION 

Attrition costs have to be understood by the institutions as they are pertinent.  The study revealed that 

institutions with higher attrition rates do not invest in strong recruitment procedures, training and development 
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programmes thereby resulting in the further attrition.  This has been a vicious cycle.  They relay on their 

databases which could be from unsolicited applications or depend on conducting walk-ins wherein emphasis is 

not placed on quality and competency of faculty rather their ready availability is the only yardstick of 

measurement.  Hence organizations which spend on their faculty reap the benefits of their loyalty thereby 

adding to the image of institutions aiding in better attraction of students.  With growing completion the 

differentiating factor for any institution would be its faculty and the more institutions invest them in the form of 

their recruitment, selection, training and development, the better benefits the institutions reap and the nation also 

prospers.  
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