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Abstract

The hospitality industry inherently involves high levels of staff-customer interactions and high
turnover rates, which can potentially have a negative effect on the nature of those relationships,
increase costs, and lower revenues. This study collects data for seven hotel positions (house-
keeper, reservation chief, food & beverage manager, front office manager, accounting clerk,
kitchen staff, and technical service manager) from nineteen 5-star hotels in Turkey from 2000
to 2016. The estimated costs in 2016 of turnover for a housekeeper was between 2,179 US$ and
5,475 US$, between 2,009 US$ and 7,221 USS$ for a reservation chief, between 8,283 US$ and
29,996 USS$ for a food & beverage manager, and between 11,555 US$ and 24,391 US$ for a
front office manager. The paper also discusses the implications of these findings.
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Introduction

168

According to the UNWTO, international tourism revenues in destinations worldwide grew 3.6
% in 2015, and the tourism sector’s share of world exports increased to 7%. Revenues in this sec-
tor consist of accommodation, food and beverage, entertainment, shopping, and other goods
and services related to tourism (UN'WTO, World Tourism Barometer, 2016:1). In 2015, inter-
national tourist arrivals reached 1.114 million people, with China (165 billion US$), the US (112
billion US$), Germany (92 billion USs), the UK (58 billion US$), and Russia (50 billion US$)
as the biggest spenders. One in 11 jobs and 30 % of services exports worldwide are within the
tourism sector (wwwz.unwto.org/content/why-tourism).

The tourism subsector of the service industry requires high levels of employee-customer
interaction, highlighting the importance of turnover in this industry. Previous studies define
personnel turnover as the rate at which employers add and lose personnel (Chikwe, 2009: 44)
or as any permanent departure beyond organizational boundaries (Cascio, 1989). The high
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competition and dynamism mean that firms in the industry will continue to see personnel
changes (Pearlman, Schaffer, 2013: 218).

Though turnover is an important topic, there are few studies in Turkey. This study calcu-
lates the costs of involuntary turnover at 5-star hotels operating in Antalya, Turkey. Five-star
hotels were selected because, in this context, they have accurate and detailed information.
Antalya is a popular destination with well-known potential. This study focuses on involuntary
turnover costs since these can be especially high after an employee’s first year of employment
and are greater than the costs for voluntary turnover. Therefore, this study hopes to provide
valuable information, especially for the Turkish context.

Literature Review

The literature defines four types of turnover: voluntary, involuntary, functional, and dysfunc-
tional. In voluntary turnover, employees leave a firm at their own discretion, while in involun-
tary turnover, a firm ends the relationship with the employee. Researchers have been interest-
ed in turnover subject for nearly 9o years (Welles, Peachey, 2010: 26). Lee (1966) and Chalkiti
and Sigala (2010) argue that the factors that explain turnover are related to migration theories.
The push factors decrease satisfaction and the pull factors increase satisfaction (Chalkiti, Siga-
la, 2010: 336). The physical and psychological problems among employees in the tourism sec-
tor mean that managers have an increasingly difficult time recruiting qualified personnel and
evaluating recruitment processes (Davidson, 2011: 236). According to hoteliers, turnover may
negatively affect quality levels and decision-making mechanisms (Davidson, Wang, 2011:236,
237).

Turnover rates in the tourism sector are higher than in other sectors, mainly due to season-
ality. This requires strategies that account for this reality (Jolliffe, Farnsworth, 2003: 312, 313).
Besides seasonality, other issues include low salary, and performance, bad relationships with
people, or a lack of or insufficient job guarantees and career planning, family-related problems.
Benefiting from Lashley’s (2011) study, Davidson and Wang (2011) described the possible rea-
sons behind turnover, listed below in Table 1.

Table 1. Push and Pull Factors in Turnover

Push Factors Pull Factors

Insufficient training High salary

Bad relationship with supervisors Better working hours

Insufficient organizational image Continuous employment

Insufficient terms and conditions Alternative employment

Irregular work conditions Better career potential

Low salary Better training and individual development
Long and irregular working hours Empowerment

Insufficient autonomy

Source: Davidson,Wang, 2071: 238

According to an HCITB Report, turnover rates were 19 % for managers, 55 % for artisans, 65
% for operatives, 94 % for supervisors, and 86 % for hotels and guesthouses (Mullins, 1992). The
US Bureau of Labor found a 52.2 % voluntary turnover rate in the leisure and hospitality indus-
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try (Davidson, et al., 2010: 453). Referring to Hatipoglu et al. (2013), Emiroglu et al. (2015) stated
that even in Turkey (a developing country) Istanbul’s hotels had a 21.9 % turnover rate in 2013
(Emiroglu et al., 2015: 386).With 2014 figure, total turnover rate was founded as 27.6 % in hos-
pitality industry in Bangkok (Tongchaiprasit, Ariyabuddhiphongs, 2016: 34).

Turnover costs can be as high as 2,000 US$ to 3,000 US$ for skilled line cooks and servers
(Drummond, 1990). Others report direct costs of 2,090 US$ for non-managerial positions (Pol-
lin, Brenner, 2000). Personnel cost is also a primary concern for restaurant managers, oper-
ators, and other restaurant positions (Mathe, 2012:401; Walzack, Reuter, 2004). The National
Restaurant Association cites turnover costs of 5,000 US$ per restaurant employee (Gustafson,
2002: 109). A study in 1990 in the US reported turnover costs per employee of between 2,900—
4,700 US$ and 17,000—20,000 US$ for top management positions (Grandone, 1994: 3-6). The
hidden and visible costs of turnover may be as much as 11 billion annually (Abbasi, Hollman,
2000; Wells, Peachey, 2011:26). USA can be given as an example of over 11 billion annual turn-
over cost for companies (Josiam, et al., 2011: 18). However, despite this earlier research and the
importance of travel agencies in the tourism sector, there are few studies of turnover for trav-
el agency personnel (Kim, 2014: 56).

Methodology

Data Collection

This study used questionnaires to survey human resources managers face-to-face in the sam-
pled hotels, and all responses were evaluated separately. All related data to calculate the costs
of involuntary turnover were collected from the human resource managers for 7 positions: 1)
Housekeeper with 2 years’ experience; 2) Reservation Chief with 1 year of experience; 3) Food &
Beverage Manager with 3 years’ experience; 4) Front Office Manager with 5 years’ experience;
5) Accounting Clerk with 1 year of experience; 6) kitchen staff with 3 years’ experience and 7)
Technical Services Manager with 4 years’ experience. These seven positions were selected as
examples. For confidentiality, each hotel is represented using a letter assignment. The samples
were taken from six hotels in 2000, seven hotels in 2010, and six in 2016.

Calculations

While it is nearly impossible to calculate the complete costs of turnover in reality, earlier stud-
ies have used soft calculation approaches. In most cases, it is possible to calculate the direct
costs, though calculating indirect costs such as loss of productivity, skill development, and loss
of image are much more difficult. This study calculated involuntary turnover for s-star hotels
in the sample using Cascio’s (1995: 582,583) three components of separation costs, replacement
costs, and training costs. Table 2 summarizes each component.
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Table 2. Personnel Turnover Cost Components

1. Separation Costs

1.1, Exit interview

1.2. Administrative functions related to termination (e.g., removing personnel from payroll, termination of
benefits, etc.)

1.3. Separation pay

1.4. Increased unemployment tax

2. Replacement Costs

2.1. Communicating job availability

2.2. Pre-employment administrative functions (accepting applications and checking references)

2.3. Entrance interview

2.4. Testing and/or other types of assessment procedures

2.5. Personnel meetings

2.6. Travel and moving expenses for applicants and new hires

2.7. Post-employment acquisition and dissemination of information (processing new personnel)

2.8. Medical examinations

3. Training Costs (Orientation)

3.1. Informational literature

3.2. Instructions in a formal training program

3.3. Instructions by personnel assignment (on-the-job training)

Source: Cascio (1995: 582, 583)

1. Separation Costs
Exit interview
CIT = (TRPI + TRI) X IPR

CIT: Cost of interviewer’s time

TRPI: Time required of interviewer prior to interview
TRI: Time required for interview

IPR: Interviewer’s pay rate

CTTE = TRTEI X PRE

CTTE: Cost of time for terminated employee

TRTEIL Time required for terminated employee’s interview
PRE: Pay rate of employee

1.2. Administrative functions
CAF = TRAF X PRRP
CAF: Cost of administrative functions

TRAF: Time required for administrative functions
PRRP: Pay rate of responsible person

TURIZAM | Volume 20, Issue 4, 168-179 (2016) 171




Calculating the Cost of Turnover at 5-Star Hotels
in Turkey between 2000 and 2016

1.3. Separation pay

This measure was changed from the original to account for Turkey’s regulations, which
require two legal separation payments: severance pay and leave compensation. For severance
pay, employees must have worked a minimum of 1 year, and the maximum amount paid in
2000, 2010 and 2016 could not exceed the maximum payment, which the Turkish government
sets twice per year. For example, the maximum payment was 841 US$ in 2000. Hotels can pay
leave compensation either by paying the terminated employee according to his/her work expe-
rience or providing leave to the terminated employee according to his/her work experience.
Legally, employees are entitled to 14, 28, 42, and 56 days off for work experience less than 6
months, 6 months to 1.5 years, 1.5 to 3 years, and 3 years or more, respectively. All hotels in the
sample stated a preference for paying terminated employees.

1.4. Increased unemployment tax.

2. Replacement Costs

2.1. Communicating job availability

This cost varies according to the communication method.

2.2. Pre-employment administrative functions

PEAF = TRPEA X PRRP

PEAF: Pre-employment administrative functions

TRPEA: Time required for pre-employment administrative functions

PRRP: Pay rate of responsible person

2.3. Entrance interview

EI = (TRIPI + TRI) X IPR

El: Entrance interview

TRIPIL: Time required of interviewer prior to interview

TRI: Time required for interview

IPR: Interviwer’s pay rate

2.4. Testing and/or other types of assessment procedures

This varies by testing method.

2.5. Employee meetings

EM = TRREM X PRRE

EM: Employee meetings

. 172 TURIZAM | Volume 20, Issue 4, 168-179 (2016)
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TRREM: Time required of responsible employee for meeting
PRRE: Pay rate of responsible employee

2.6. Travel and moving expenses

This varies according to the travel options.

2.7. Post-employment acquisition and dissemination of information
PEADI= TRP X PRRE

PEADI: Post-employment acquisition and dissemination of information
TRP: Time required for the process
PRRE: Pay rate of responsible employee

2.8. Medical examinations

A firm pays for the total cost of medical examinations for new employees.

3. Training Costs

The total training costs for new employees include both internal and external training.

To calculate the turnover costs, the gross monthly wages of employees are divided by 30 to
determine the daily figures, which are then converted to hourly wages. The formulas can thus
use hourly wages for the calculations. The daily amounts were then divided by 450 (7.5 hours x
60 minutes) to find wages per minute. The average working hours for the sample were assumed
to be 7.5 per day, though in the hospitality industry, there are many cases when this is high-
er. The calculations were conducted for 2000, 2010 and 2016 using the same research method,
assumptions, and cost components for the seven positions. All calculations were first made in
Turkish Lira and then converted to US dollars according to the currency rates of the Turkish
Central Bank for comparability to other studies and international contexts.

Table 3 reports the total involuntary turnover costs for 2016, while the figures for 2000 and
2010 appear in Tables 4 and 5, respectively (See Appendix). The results show that with increas-
es in qualification and experience, the costs of turnover increase. For 2016, the turnover costs
for a housekeeper are between 2,179 US$ and 5,475 US$, between 2,009 US$ and 7,221 US$ for
a reservation chief, between 8,283 US$ and 29,996 US$ for a food & beverage manager, and
between 11,555 US$ and 24,391 US$ for a front office manager. For 2000, 2010 and 2016, the
cost of involuntary turnover for a housekeeper, the only common position in all three years,
increased from a minimum of 721 US$ in 2000 to a maximum of 5,475 US$ in 2016.

The turnover costs for the hotels in the sample varied due to their differing wage and human
resource policies and procedures. This result is of primary interest to human resource manag-
ers. Since the minimum wage is common in Turkey, the total costs of turnover should be simi-
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lar as in other sectors. However, the costs will be different for firms paying more than the min-
imum wage. Within the sample, few hotels train their employees, so these costs are very low. In
addition, none of the hotels in the sample in 2016 provided employee orientation.

Conclusions

This study examined the cost of involuntary personnel turnover, which in Turkey’s legal envi-
ronment, is much higher than voluntary turnover because the cost includes severance pay and
leave compensation. Without these two additional components, the costs would actually be
the same. Overall, the sample shows that there was no difference among the hotels in terms of
looking for staff, wages, and importance of personnel. However, hotels must be careful, espe-
cially regarding involuntary turnover, because this generally serves as a red flag to employees
and potential applicants. Hotels with consistently high involuntary turnover rates could have
serious problems recruiting new employees in the future.

Trade unions and employment laws will naturally have a significant effect on turnover.
However, in the current economic environment in Turkey people are “happy” because they
have a job, and tend to disregard aspects such as suitability, working conditions, working
atmosphere, whether the firm has career planning, and so on.

The minimum wage is the most common in all sectors, though there are also free mar-
ket supply and demand factors that define wages. Aside from wages, employers in Turkey add
value through other benefits such as holiday allowances. 14 days off for work experience of
less than 5 years and 21 days off for the work experience of 5 years and more. This benefit thus
appears in the turnover calculations.

This study does have several limitations. First, the sample includes only a limited num-
ber of 5-star hotels at three different times. Other studies exist with wider samples and in dif-
ferent regions of Turkey. Additionally, there are ranges in turnover costs due to differences in
wages and human resource policies at each hotel. The more research to be done will give bet-
ter results in future. Second, the calculations were based on replies from human resource man-
agers, with no other verification. Third, this study calculated all cost components using a “soft
calculation” approach to account for the difficulty in calculating indirect costs. Finally, differ-
ences by gender or other demographic factor were out of the scope of this study.

This study focused mainly on calculations of involuntary turnover costs. Future research
can extend this study and address the limitations by addressing short and long term prescrip-
tions, calculating monthly and yearly rates, demographic differences, reasons for leaving or
termination, and departmental distributions. In the international context, this study is among
the few to address the cost of turnover in Turkey. Though it adapts existing calculation meth-
ods to Turkey’s regulatory environment for only seven positions at nineteen 5-star hotels, the
results are useful for hotel managers and researchers interested in the financial aspects of
employee turnover.
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Appendix
Table 3. Involuntary Turnover Costs For 2016
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= o= o= - A © = o= @ = c <C
= E ¢ Q£ E | 58| ¢ B %z 3 = =
oS 23 48 S | S| & = 8 & & = o
HOTEL “A”
Housekeeper 0.88 3.98 2273.5 - 117 - 2.36 2.65 133.76 21.23 2439.53
Reservation Chief 156 | 3.98 | 192852 | - | 234 | - 236 | 265 191 2123 | 3873.64
F&B Manager 524 | 3.98 7166 o342 ] - 236 | 265 1057 2123 | 8283.88
Front Office 524 | 398 | 11147 - 3142 | - 236 | 265 1051 2123 | 12264.88
Manager
HOTEL “B"
Housekeeper 1 467 | 18613 - 156 | - 061 | 467 | 2866 | 1868 | 2179.09
Reservation Chief 311 | 467 | 17516 -l 292 | - 061 | 467 223 18.68 | 2009.26
F&B Manager 1571 | 467 | 85988 | - | 1571 | - 061 | 467 | 4904 | 1868 | 9149.25
Front Office 1571 | 467 | 1394 - lsm |- 061 | 467 613 18.68 | 12067.05
Manager
HOTEL “C”
Housekeeper 156 | 234 | 24423 . 0.5 . 103 | 234 223 2802 | 5475.07
Reservation Chief 156 | 234 | 1980 - 234 | - 103 | 234 | 3185 | 2802 | 51011
F&B Manager 156 | 234 | 66812 - 234 103 | 234 494 2802 | 9986.81
Front Office 156 | 234 | 86596 | - | 234 | - 103 | 2.34 398 2802 | 11869.21
Manager
HOTEL “D”
Housekeeper 2.9 87 | 215377 | - | 435 | - 064 | 174 621 | 43332 | 268318
Reservation Chief 2.9 8.7 2148 - 8.7 - 064 | 174 110 43332 | 2729.66
F&B Manager 2.9 8.7 9081 - | 238 | - 064 | 174 143 43332 | 971076
Front Office 2.9 87 | 10940 . 8.7 . 064 | 174 143 43332 | 11554.66
Manager
HOTEL “E”
Housekeeper \ 1.56 \ 117 \ 2019.5 \ . \ 153 \ . \ 0.78 \ 234 \ 286.62 \ 14 \ 23275
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Reservation Chief 156 | 117 | 184741 | - | 234 | - | 428 | 234 | 4777 14 2350.8
F&B Manager 156 | 117 | 89646 | - | 934 428 | 117 | 32324 14 9319.36
Front Office 156 | 117 | 113995 | - | 934 | - | 428 | 117 1051 14 | 12482.02
Manager
HOTEL “F"
Housekeeper 074 | 594 | 18045 | - | 494 | - 078 | 297 | 24522 | 17834 | 2243.43
Reservation Chief 074 | 297 | 35573 - 934 | - 226 | 297 | 36306 | 1528 | 722146
F&B Manager 074 | 297 | 127673 | - | 1767 | - 078 | 297 | 1719745 | 66 | 29996.48
Front Office 074 | 297 |1263481| - | 178 | - 078 | 148 | 1089172 | 84713 | 24391.41
Manager
Table 4. Involuntary Turnover Costs For 2000
(9] € "
> . w
AR EE |3
T Ea| s s $ | &8s £ a
8 oS g S | 83 © = = s o0 2
E |E2 | ga| E| 55| £E| & | E5| 3 -
= Eg| 2| E | 58| ¢ T |8z 3 = E
o 22| &8 | 8§ | SE| © = Q8 & = o
HOTEL “A”
Housekeeper 221 | 081 | 978 o | 442 | - - 0.19 63 - 1049
Reservation Chief 222 | 138 | 1055 o | 443 - - 019 | 123 - 1186
F&B Manager 8.89 | 233 | 6293 - mm - - - - - 6316
HOTEL “B”
Housekeeper 112 | 112 746 - | 28 . . 0.083 | 5273 | 2411 | 827
Reservation Chief 296 | 153 | 1205 - | 296 | - - 0.084 | - 211 | 1424
F&B Manager 1138 | 167 | 4935 - 2913 | - y y 502 . 5479
HOTEL “C”
Housekeeper 137 | 696 | 924 . 117 . 60 | 0.39 . 123 | 17
Reservation Chief 145 | 737 | 603 - 126 . 30 | 039 . 40 683
F&B Manager 167 | 502 | 3803 | - | 670 | - | 9040 | - . . 3906
HOTEL “D"
Housekeeper 1.76 0.94 666 - 3 1.5 0.53 017 45.70 1.51 721
Reservation Chief 176 | 117 591 . 3 15 | 053 | 017 | 20.09 . 619
F&B Manager 326 | 251 | 6122 - | 527 | 502 | 053 - - - 6138
HOTEL “E”
Housekeeper 0.86 | 215 | 2320 | - | 327 | 5785 | - 047 | 3377 | 2953 | 5371
Reservation Chief 1420 | 3.41 | 1979 - 1096 | - ; 047 | 21 1476 | 3695
F&B Manager 2839 | 937 | e482 | - | 857 | - - - 492 | 4429 | 11526
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(4] € 0
> o— 2
5 '-% LS c g GE; i
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s | 25| ¢ S |88 8| = | 22| % @ | 2
E €2 | 84| E | 5| % S EG g £ 3
= E 2 g £ E | 5g| ¢ ° 23| B £ =
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HOTEL “F"
Housekeeper 432 | 032 | 3878 | - | 1480 4388 | - 018 | 116 4058
Reservation Chief 432 | 064 | 4450 | - 1690 | 4554 | - 050 | 314 - | 4832
F&B Manager 1507 | 081 | 8531 | - | 4018 | 3198 | - - - - 8619
Table 5. Involuntary Turnover Costs For 2070
[ ¥ n
2 = 8
: |2 |2 e E 2
2 | Ee| & = §|13|85| = Z
g | 28 ¢ s | 83 8 | % | B2 % | w >
E | E2| 84 £ £s | £ | 8| E@ | 8 £ 2
=z | EZ| g€ £ S8 | g |3 82| 8| £ =
S | & &8 S SE| 6| = | &8 | & = e
HOTEL A"
Housekeeper 510 | 2513 | 43195 | 40540 | 2121 | - - | 2000 | - | 8108 | 487752
Accounting Clerk 510 | 2513 | 2091 | 40540 | 4243 | - 2010 | - | 24324 28324
Kitchen staff 510 | 2513 | 8350 | 40540 | 2121 | - - | 1653 | - | 8108 | 8904.45
Technical Service 57.22 | 2513 | 9635 - 5722 | - - | 2010 | - - | 979467
Manager
HOTEL "B"
Housekeeper 405 | 729 | 3197 | 1689 | 1621 | - - | 10945 | - | 6283 | 356573
Accounting Clerk 405 | 729 | 1818 | 1689 | 1621 | - - | 10945 | - | 6283 | 218673
Kitchen Staff 405 | 729 | 66385 | 1689 | 1621 | - - | 10945 | - | 6283 | 7007.23
Technical Service 2310 | 729 109817 | - 16.21 | - - 110945 | - - | 1msrrs
Manager
HOTEL “C”
Housekeeper 088 | 108 | 2339 | 33785 | 283 | - - | 4864 | - - | 273028
Accounting Clerk 088 | 108 | 1331 | 3378 | 283 | - - | 4864 | - - | 1722.23
Kitchen Staff 088 | 108 | 33486 | 3378 | 283 | - - | 4864 | - - | 373983
Technical Service 0.88 | 1.08 | 8466 - n3s | - | - | 4864 | - - | 852795
Manager
HOTEL “D"
Housekeeper 253 | 547 | 4494 | 4054 | 628 | - - | 2027 | - | 2027 | 4954.22
Accounting Clerk 253 | 547 | 2191 | 4054 | 628 | - - | 2027 | - | 2027 | 265122
Kitchen Staff 253 | 547 | 84459 | 4054 | 628 | - - | 2027 | - | 2027 | 89062
Technical Service 27.56 | 5.47 | 114959 | - 2878 | - - 2027 | - - | 157798
Manager
HOTEL “E"
Housekeeper 062 | 188 | 40756 | - 364 | - - | 368 | - - | 408542
Accounting Clerk 062 | 188 | 16439 - 364 | - - | 368 | - - | 165372

TURIZAM | Volume 20, Issue 4, 168-179 (2016)




Akin Aksu, Dilara Bahtiyar,
irem Deveci, Yavuz Kog

[] € ©n
> - I

a;) 'g E = .g GE;\ _°>“

2 8| 3 ¥ s | 3| &8s | £ 7

g | 85| 2 3 83 | 5| = | &5 | & " 5

E | ES| C 4 E £s | £ S| 55| 3 £ 2

= = @ L 5 g5 o c <

< 5 = > £ g s 93 2 9 a o ) = '6

fa 22| &8 S ShE o s | &8 | & = o
Kitchen Staff 062 | 188 | 6750.6 3.64 - - | 368 | - ; 6760.42
Technical Service 377 | 188 | 99108 . 3.64 - - | 368 | - 9923.77
Manager
HOTEL “F"
Housekeeper 263 | 648 | 25567 | 6756 | 4.96 ] - 932 | - ] 2647.65
Accounting Clerk 263 | 648 | 2008 | 6756 | 4.96 ] - 932 | - - 2098.95
Kitchen Staff 263 | 648 | 3675 | 6756 | 4.96 - - 932 | - - 3765.95
Technical Service 1013 | 6.48 | 10439 | 6756 | 4.96 ; - 932 | - - | 1053745
Manager
HOTEL “G”
Housekeeper 405 | 1094 | 3146.6 ; 8.37 - - | 1459 | - 6.95 | 31915
Accounting Clerk 405 | 1094 | 1455 ; 8.37 - - | 459 | - 6.95 | 1499.9
Kitchen Staff 405 | 1094 | 25675 ; 8.37 - - | 459 | - 695 | 2612.4
Technical Service 405 | 1094 | 118479 . 8.37 . - | 1459 | - - | 11885.85
Manager
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