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Abstract: “Employee turnover” as a term is widely used in business circles. Although several studies
have been conducted on this topic, most of the researchers focus on the causes of employee turnover.
This research looked at extent of influence of various factors on employee turnover in urban and semi urban
banks. The research was aimed at achieving the following objectives: identify the key factors of employee
turnover, determine the extent to which the identified factors are influencing employees’ turnover. The study is
based on the responses of the employees of leading banks. A self-developed questionnaire, measured on a Likert
Scale was used to collect data from respondents. Quantitative research design was used and this design was
chosen because its findings are generaliseable and data objective. The reliability of the data collected is done by
split half method.. The collected data were being analyzed using a program called Statistical Package for Social
Science (SPSS ver.16.0 For Windows). The data analysis is carried out by calculating mean, standard deviation
and linear correlation. The difference between means of variable was estimated by using t-test. The following
factors have significantly influenced employee turnover in banking sector: Work Environment, Job Stress,
Compensation (Salary), Employee relationship with management, Career Growth.
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I.  Introduction:-

Human resource is considered to be the center of all development processes of economy. But today’s
competitive business scenario is deteriorating social conditions of human resources, hence causing employee
turnover. According to Price (1977) employee turnover is the ratio of the number of organizational members
who have left during the period being considered divided by the average number of people in that organization
during the period. The “seeds™ or initial causes of turnover, arising out of the frustration related to budget
cutting, hiring freezes, layoffs, and lack of development funds and opportunities, are more likely to be sown at
such times.(Sharmistha, 2010) High turnover rate is problematic and have a negative impact on an
organization’s performance.

After independence, year 1991 was the marked as the significant year for Indian banking sector. In year
1969 after nationalization of 14 major banks a great reform arise in banking sector in India. Followed by
globalization, liberalization and other international events lead banking sector in India to reform and adjust to
attain competitive edge in multinationals environment. In order to cope with the changing trend as well to
provide effective and efficient service to the customer implementation of advance technology has changed the
face of banking. Installation of ATM machine, e-Banking, computer implementation and lot many inputs have
changed the work patterns of the bank employees. Directly or indirectly these reforms in policy and technology
in banking sector has deteriorated the social, economic and psychological sphere of the bank employees in
India.

According to Kevin et al (2004), although there is no standard framework for understanding
employee’s turnover process as whole, a wide range of factors have been found useful in interpreting employee
turnover. The pattern in Indian banking sector is also influenced with the same factors such as lack of training,
poor working condition, workplace conflict, ineffective leadership etc.

Hence in this study with the implementation of Statistical Package for Social Science (SPSS ver.16.0 For
Windows) major factor of turnover is being analyzed and hierarchy was defined.

Il.  Literature Review:-

"Employee turnover is a ratio comparison of the number of employees a company must replace in a
given time period to the average number of total employees (Agnes, 1999). A huge concern to most companies,
employee turnover is a costly expense especially in lower paying job roles, for which the employee turnover rate
is highest (Samuel, 2012). Turnover refers to the amount of movement of employees in and out of an
organization, normally present in terms of the turnover rate (Chruden & Sherman, 1972). Mobley (1982) gave
the meaning of employee turnover as the discontinuance of membership in an organization by the person who
received monetary compensation from the organization. Tanke (2001) has defined turnover as the movement of

www.iosrjournals.org 57 | Page



Employee Turnover in banking sector: Empirical evidence

employees out of the organization. Carley (1992 quoted in Tham, Pee, Kankanhalli & Tan, 2008) states that
employees turnover means the rotation of workers around the labour market, between organizations, jobs and
careers. Many factors play a role in the employee turnover rate of any company, and these can stem from both
the employer and the employees. Wages, company benefits, employee attendance, and job performance are all
factors that play a significantrole in employee turnover.(Bean, 2009). Mobley et al. (1979) [1] suggested two
factors that are related to the employee's progression through successive stages of withdrawal. One factor
reflects the employee's evaluation of the organization's future expected value and the tension associated with the
employee's present work conditions. In turnover process everyone usually points out one factor for their
turnover choice, but there are always more factors on the back hand that works as push-cart or driving force for
that factor(Jaffari, 2011). Although, there is no standard framework for understanding the employees turnover
process as whole, a wide range of factors have been found useful in interpreting employee turnover
Kevin et al. (2004). It was found that employee goal setting (Medlin and Green 2009); career growth (Hamel
and Breen, 2007),work environment (Cardoso and Monfardini, 2008; Hansen, 2008 and Burke and Hsieh,
2006), job satisfaction (Palazzo and Kleiner 2002; Garcia and Kleiner 2001; Hannay and Northam 2000 and
Stein, K. 1996), training and development (Walsh and Taylor 2007; Shaw et al., 1998; Huselid, 1995) are the
foremost decisive factors and very strong predictors of employee turnover intention. Hence keeping in mind the
Indian economic context following few factors was studied in order to access employee turnover in banks.

Work Environment:

If working conditions are substandard or the workplace lacks important facilities such as proper
lighting, furniture, restrooms and other health and safety provisions, employees will not be willing to put up
with the inconvenience for long time.( SHAMSUZZOH & SUMON) Organizational instability has been
shown to have a high degree of high turnover. Indications are that employees are more likely to stay
when there is a predictable work environment and vice versa (Zuber, 2001). In organizations where
there was a high level of inefficiency there was also a high level of staff turnover (Alexander et
al.,1994). For employer loosing a single key worker may decreases the like hood of project success and investor
confidence can be reduce in the company. Main causes of Turnover are Salaries Working environment and
security of job. Turnover particularly arises from unhappiness from job place. In contrary employee also pushed
to leave job due to the dissatisfaction in their present workplace. (Shamsuzzoh & Sumon)

Job Stress :

Giga and Hoel in 2003 concluded that high rates of mergers, acquisitions, increasing economic
interdependence among countries due to globalization, technological development, and restructuring have
changed the organizational work over the last few decades have resulted in time pressure, excessive work
demand, role conflicts, ergonomic insufficiencies and problematic customer relationship are causes of stress.
Kahn et al. (1964) also consider stress as an environmental stimulus to a person, or an oddity between individual
and environment. The experience of job related stress (job stress), the range factors that lead to job
related stress (stressors), lack of commitment in the organization; and job dissatisfaction make employees
to quit Firth et al.(2004).

Compensation (Salary):

One common cause of high employee turnover rates is low pay and benefits packages. When a worker
is employed in a low-wage position with limited benefits, there is little incentive to stay if a similar employer
offers even a slightly higher rate of pay. "While lower paying job roles experience an over all higher average of
employee turnover, they tend to cost companies less per replacement employee than do higher paying job roles.
However, they incur the cost more often. For these reasons, most companies focus on employee retention
strategies regardless of pay levels." (Beam, 2009) Workers who make more, but whose salaries fall short of the
going market rate, may feel undervalued at their current companies and look for a company that will pay them
what they're worth (Firth et al., 2004). Manu et al. (2004) argue that employees quit from organization due
economic reasons. The most common reason for employee turnover rate being so high is the salary scale
because employees are usually in search of jobs that pay well. (Hissom, 2009). Low pay is good reason as to
why an employee may be lacking in performance. (Rampur,2009). Unequal or substandard wage structures fall
under this category as well. “When two or more employees perform similar work and have similar
responsibilities, differences in pay rate can drive lower paid employees to quit. Ina like vein, if you pay less than
other employers for similar work, employees are likely to jump ship for higher pay, if other factors are relatively
equal." (Handelsman, 2009)
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Employee relationship with management:

Nature of management influence the individuals in terms of values of organization, image and
existence or firm (Gregory and Henry, 2005). A poor relationship with the management can be an important
reason for the employees to leave their jobs. It is relatively rare for people to leave jobs in which they are happy
even offered by higher salary elsewhere (Shamsuzzoh & Sumon). Employer-employee relationship plays a vital
role on turnover.(Nawaj, 2007). Lack of role clarity by management can lead to labour turnover According to
Herzberg (1966) supervision is an extrinsic factor and a “dissatisfier” as well as a “demotivator” just like pay.
This is because employees tend to perform better when they have under less supervision and freedom to exercise
initiatives, judgment and self approach to work. (Mbah S. E.,2012)

Career Growth:

Larson (2004) says career progress creates stress on employee’s understandings of the worth of his or
her career prospects. Obstacles in career development can appear at any time during an employee’s employment
period which serves as stressor for them. These stressors can include an array of problems like being stuck at a
position, without any hopes of progress or threats of downsizing (Smith and Cooper, 1994). Career growth is
much more important than salary in Europe or America but it is counted equivalent to salary in Asian context
(Europhia, 2008). “Moving Up or Moving Out” counts career growth as basic for turnover (Europhia, 2008).
High employee turnover could also be due to no potential opportunity for advancements or promotions.
Employees prefer other companies which may provide them with higher posts and increased compensation
packages. (Rampur, 2009)

I11.  Research Methodology:-
Statement of the problem:

In a competitive business scenario, organization growth is constraints in employ and retaining the
esteemed workforce. High turnover rate is problematic and have a negative impact on an organization’s
performance. This project has made an attempt to study the key factors responsible for employee turnover in the
bank.

Objectives:
1. To explore the major factor of employee turnover in leading Bank.
2. Tofind out the correlation of employee turnover and the three parameters used viz: career growth, job
satisfaction and work environment.

Study area: The study is based on the responses of the employees of leading banks.

Research design: The study is quantitative in nature; on the basis of three parameter viz: work environment,
career development and job satisfaction analysis is carried out.

Data collection: Data collection was based on the primary data. Total sample size was 44, out of which 22
samples have been collected from employees working in bank from more than two years and 22 from those who
were working here from less than two years. The questionnaire consists of 23 questions. Initial 8 questions are
related with employee’s basic information where as in next 15 questions, 5 questions from each parameter
namely work environment and career development and job satisfaction were asked.

Data analysis: The collected data were being analyzed using a program called Statistical Package for Social
Science (SPSS ver.16.0 For Windows). The data analysis is carried out by calculating mean, standard deviation
and linear correlation. The difference between means of variable was estimated by using t-test.

IV. Results:
e Inter correlation between turnover and parameters used viz, work environment, job satisfaction and
career development. The linear correlation is as follows

S. No. Description 1

1 Employee 1.00
turnover

2 Work 0.885**
environment

3 Career 0.371*
development

4 Job satisfaction | 0.467**

**Correlation is significant at the 0.01 level.
*Correlation is significant at the 0.05 level
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The correlation coefficient predicts the strength of linear relation among variables. Hence positive values of the
correlation shows that the parameters used strongly influence the turnover rate. As indicated in the table, r value
with double flag is significant at p < 0.01 level; r values with single flag are significant at p < 0.05 level.
Actually r > 0.393 is significant at p < 0.01 and r > 0.304 is significant at p < 0.05.
e Whether the difference between means of the effect of the turnover factors on older employee and
newer employee is significant or not, in the banking sector. To test the hypothesis we have used the t-
test, this test tells us whether any significant difference between the means, occur or not.

Formulae used:

Standard deviation = [{Z(X; — M1)? + 2(X; — Mp)*} = {(N1 — 1) + (N,-1)}]
Standard error = SD * v [(N; + N5) / N;Ny]

T = (D- 0) / standard error

Number of older employes (No) = 22 Number of new employee (Nn) = 22
2N, =1022 >N, =998
Mean (N,) = 46.45 (M,) Mean (N,) = 45.36 (M,)
¥ N, =605.4 ¥N,’® =645.08
No-1=22-1=21 Standard Deviation = (605.4 +645.08) ™) = 42 /2
Nn-1=22-1=21 =545
df=21+21=42 Standard error =5.45*0.30
=1.64

t = (46.45-45.36) + 1.64

t=0.664

For df equal to 42, t does not reach the 0.05 level, the obtained mean difference must be marked as “not
significant”. Hence our assumption was correct

V.  Findings:

As evident from the results the prime factors for employee turnover in our respondent banks are job
satisfaction and work environment. The high significance level for both variables show that, whether there is a
salary compensation or not, employees have a gigantic desire to opt for new ventures in need of better work
environment and job satisfaction. Comparative to above two variables the career development is having lesser
but a quiet considerable significance. The people who counted career growth as their prime force for turnover
have put a saddle on availability of opportunities and management relations as sub-prime forces. But they turn
over for new venture for better wages or salary compensation.

So the good management can hold the employees for a longer period, by giving them satisfaction with
respect to supervision and giving them much autonomy so that may not seek for alternates too often. In current
situational study the possible solution for retaining career oriented employees would be to give them autonomy
and ease from the management side. Extremely harsh attitude of the management and excessive workload will
open the doors of alternate opportunities for career oriented employees. Employees do always seek for alternates
because everyone wants to get flourished.

We also came with an outcome that no real mean difference exists as between the new employees and
old employee’s responses towards turnover factor.

VI.  Limitations
The generalization of the results is limited because instead of using psychological test, the study has
evaluated on the self rating of the banking sector employees. The sample size is not large enough and do not
cover all banks. The non-serious attitude of the respondent and other delicate issues might manipulate the
responses to some extent. However, given the above mentioned limitations, the results of this study highlighted
some significant factors and brought to light the need for the future research.

VII.  Conclusion:
No organization can succeed without its man at work which is Human Assets or Human Resources.
Success of an organization depends upon its Human Resources. Due to dynamics nature of Human Resources,
retaining talent becomes more challenging. More particularly, retention of the talent became most critical area of
concern in the globalised world because of every organization competing others attracting talents with more
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attractive perks and opportunities. Talents are the future leaders. For betterment of the organization proper
conglomeration of organizational requirements and the expectations of the human resources are to be
strategically planned and implemented. Talents (HR) can save the organization in any short of problems. They
can drive forward in any condition of the workplace and in any condition of the organization, if they are
properly motivated, working with good environment and cooperation with co-workers. The relation with the
workers and Manager should be positive, close and good. It is imperative for the firms to provide congenial and
friendly environment for retaining and developing talents. Development of talent is the ultimate development of
Organization.
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