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Abstract
The present study attempts to explore and compare the impact of employee empowerment on employee retention in selected
public and private sector banks in India. Data were collected through multistage convenient sampling of respondents from public
and private sector banks in Punjab, Haryana and Chandigarh, using a semi-structured questionnaire. The data were analysed
using SPSS, Version 23. Different statistical tools like mean, correlation and regression were used to ascertain the relation
between the two constructs. The findings of the study reveal that employee empowerment has an impact on employee retention in
the banking sector. Further, though the levels of employee empowerment and retention were higher in private sector banks than
public sector (exhibited by mean values) but the impact of empowerment on retention was greater in public sector banks (exhibited
by correlation and regression). Previous research studies from various sectors have shown that empowering employees by providing
greater autonomy in decision making and letting employees do ‘their job their way’, helps in retaining them as they perceive
themselves to be valuable for the organisation. However, there are negligible studies of employee empowerment from the banking
sector owing to its sensitive nature. The present study is original as it has undertaken research from banks and comparative study
of public and private sector banks too add to its originality.
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Introduction
Organisations today, are operating in a VUCA (Volatile, Uncertain, Complex and Ambiguous) environment.
The war for talent is getting fiercer than ever with organizations competing in the talent marketplace with
innovative strategies aimed at attracting and retaining the best talent. Employee empowerment has recently
turned into a prominent human resource tool of talent retention and corporate excellence. It is a management
concept associated with facilitating rather than delegating, thus making the organisation more receptive and
flexible for environmental challenges. Empowerment refers to enhancing the capabilities of everyone associated
with the organization, by working together in order to the benefit everyone. It is an organisational strategy that
gives workers greater responsibility for decision making and increased involvement in controlling work processes
(Schreuder & Theron, 1997). There are a number of basic approaches by which employees feel empowered.
The first - by having the requisite skills and competency to perform a particular job an employee feels self-
empowered. Here the organization has not empowered the employee but he himself is self-sufficient and confident
of performing job in the best possible manner. Second - when the organization empowers the employees by
giving them sufficient information to perform their job. It is evident that when there is ambiguity as to what to
do, how to do and by when to do, employees feel detached from their jobs, thus diminishing their engagement.
Information alone is also not sufficient but has to be supported with adequate and up-to date job performance
tools and resources. Findings from the study of Gordon (2018) recognized that when employees perceive
organization to be unsupportive and not keen to provide them with the right equipment and tools relevant to
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their jobs, they regularly feel averse to performing up to their potential and as a result, disconnect with the
organization. Also, the autonomy or freedom to do job in one’s own way and being accountable empowers the
employees. Last, but not the least, seeking employees’ opinion while taking important decisions empowers
them. Organizations that empower their employees by granting sufficient autonomy and accountability, can
boast of retaining them and improving their engagement levels. When leaders trust their employees, do not
interfere in their work, let them decide and learn from their mistakes, they build a sound, long lasting relationship.
This relationship can play wonders for the success and effectiveness of the organization.
If organisations want to retain their top talent and stay competitive, empowering must be their top priority.
Thus, the HR managers must understand their role in facilitating retention by empowering their employees lest
their organisation becomes a mere training centre.
By bridging the empowerment gap, organisations can have more engaged, productive, and aligned workforce
and can have a positive impact on the quality of customer service and employee retention to talent readiness and
driving the goals of the business.

Literature Review
Employee empowerment
There are varying concepts in literature as to what is empowerment and how employees feel empowered.
Employee empowerment is about the authority to make decisions (Osborne & Plastrik, 2000) and referred to
individual sense that they ‘have a choice in initiating and regulating actions’ (Spreitzer, 1995). While some
researchers (Conger & Kanungo, 1988; Spreitzer, 1995) stressed upon “the personal emotional aspect of
empowerment, arguing that an individual  feels more empowered when he has the skills and abilities to do his
job effectively”, some others (Kanter, 1993; Parker & Price, 1994)  asserted that it is the “freedom or authority
to make necessary decisions in performing one’s task or job makes an employee feel  become empowered”.
(Chiles & Zorn, 1995) combined both these notions and conceptualised empowerment into two classes first, the
perception of self-efficacy/competence, which determines an individuals’ capability or sense of proficiency to
perform his job and second, the perceived control ability which determines his control or authority to take
decisions independently.
 In this context, empowerment exhibits the level of how much employees are informed and involved in decisions
that affect their work and the work of the organization. When these conditions (of being informed and involved)
are fulfilled, empowerment can improve employees’ sense of competence and confidence in their ability to
accomplish their work. They feel they are given the opportunity to express their concerns and to make suggestions
for improvements.
Employee empowerment covers a wide range of activities and is thought to enhance job satisfaction. For example,
He, (Murrmann, & Perdue, 2010) showed that ‘employee empowerment has positive effects on perceived
service quality and job satisfaction’. In the studies conducted by (Aryee & Chen, 2006; Kuo, Yin, & Li, 2007;
Wang & Lee, 2009), there the relationship between psychological empowerment and job satisfaction has been
clearly underscored.
Employee empowerment brings top management, especially the decision makers and the workforce closer, thus
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reducing the time taken to accomplish a goal. Research shows that empowered individuals “have a more active
role in the organization, will take on initiatives, and their participation in the activities of the organization will be
enhanced” (Pelit, Öztürk, & Arslantürk, 2011).
There are a number of other advantages as well, of empowering employees some of which have been discussed
below.
The greater the empowerment, the higher the internal work motivation, job satisfaction, the lower the job stress,
the greater the job involvement, the more involvement beyond the defined job of the individual, and the greater
the organizational commitment (Menon, 1995). Employees who are empowered have immense clarity about
their role in organizations. The leaders in empowered organizations have a wide span of control leading to
greater autonomy for the employee.
Empowered employees feel that their organization supports and that that they have greater access to information
and resources than in traditional organizations (Spreitzer, 1995). An empowered workforce has higher productivity
because they are more engaged thereby increasing organisation’s revenues and increased productivity.
An empowered workforce is “more aligned with an organization’s business goals as they have the right skills,
knowledge and expertise required to support current and future organisational endeavours and are in sync with
the overall goals of the business” (Cornerstone, 2010).
Once the employees are empowered in their organisation, they can fully participate as partners, they take initiative,
work on teams as well as individually, and have the authority to make strategic decisions (Garfield, 1993). They
are not only committed to their own jobs but also their organisation, becoming proactive problem solvers, and
aware of the fact that their contribution is treasured and crucial.
In their review of the literature, (Ripley & Ripley, 1992) identified some significant advantages of the introduction
of empowerment, including: fostering employees’ loyalty, reducing turnover, absences, and sicknesses; motivation
for curtailing errors and taking more responsibility for one’s actions; allowing employees to express their beliefs
and new ideas with regard to how daily tasks may be performed; participation in ongoing improvement of
processes, products, and services; and improvement of productivity as a result of the growth of pride, self-
respect, and commitment among the workforce.

Employee retention
Employees are considered to be the first customers of the organization. When an organization is unable to retain
its employees, effectiveness is a distant dream. It is often believed that employee attrition is costly and disrupting.
Costly, as it reduces the productivity and disrupting, as it requires that schedules and programmes to be modified.
(Mullins, 2005) maintains that the cost associated with the recruitment and engagement of new members is
substantial. These include the “direct costs like advertising, agency fees, paper work and interview time and
many hidden or indirect costs like the expenses incurred in training and supervising new entrants, as well as
those they are replacing with and overtime that may have to be paid during staff shortages”(Robbins & Decenzo,
2001). Other costs associated are attributed to increased wastage and losses while new recruits adjust. (Russell
& Bvuma, 2001) state that “cost is not only financial but must also be measured in terms of the damage to staff
morale and deficits in meeting customer demand”.  According to (Muhammad, 2013), “replacing employees can
cost an organization three times more than the value that the employees will contribute to the organization
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within a year”. The increased workload leads to diminishing morale and increasing stress which in turn leads to
frequent absenteeism amongst employees. Moreover, “customer irritation and low employee morale leads to
high employee turnover” (Cohen, 2000) which can have devastating effects on the service delivered by the
organization and meeting customer demand. These may further lead to increase in customer complaints (Gardner,
Dunham, Cummings, & Pierce, 2009).Thus, retaining employees is vital for organizations to remain productive,
sustainable and effective because it is directly linked to saving costs. There are numerous studies which have
studied the antecedents of employee retention in various sectors. The table 1 shows some of the factors that lead
to employee retention
Table 1. Factors affecting Employee retention

Researcher/Author Factors affecting retention

Gopinath and Becker (2000) Effective communications
Jasper (2007); Kooker et al.(2007 Superior subordinate relationship
Lok et al (2005) Job-autonomy, positive feedback, innovative,  supportive  organization-culture
Khan et al. (2011a) Internal service quality (job definition, work designs, selection of employee,

training and development, rewards and compensation)
Spence et al. (2009); Khan et al.(2011b) Compensation management
Ahmad et al.2012 Internal communication, training, motivation and  growth opportunities
Khalid et al. (2016) Leadership    styles    namely transformational & transactional
Shah and Asad (2018) Intrinsic/ extrinsic motivation
Siddiqui (2018) Strategies like work-life balance, career development,  succession  planning,

terminal  benefits

Source: Author’s Compilation of Data
Furthermore, organizations are strategizing hard to retain their customers, but the global scenario does not seem very
favorable. Employee empowerment is one such strategy that has shown some positive results in retaining employees in
various sectors.
A study by (Ali et al., 2017) concluded that “employees accept empowering management practices and exhibit greater job
satisfaction thus, empowerment decreases employee turnover intention”. The study also highlighted that employee
commitment and job satisfaction increase when they feel empowered, which reduces job burnout and stress. Managers,
however, should design an effective plan for employee empowerment to reduce staff attrition else the impact will be
dubious.
According to (Velthouse & Thomas, 1990), “empowered workers are more committed, upbeat, and concerned about their
jobs than non-empowered workers are, and they may also be less likely to leave their jobs as a result”. This is retention
may be attributed to employees’ preference for or enjoyment of greater workplace autonomy and the low likelihood of
they being marginalized.
(Gul et al., 2012), report that HR strategies like promotion, employee empowerment, and capacity building are significant
predictors of employee retention. Similarly, (Ejaz & Akbar, 2015) reported in their study that by implementing HR
practices like employee empowerment, banks can retain their employees because the former enhances employee satisfaction
levels, which further encourages them to stay for longer duration.
(Ripley & Ripley, 1992; Hanaysha, 2016) indicated that “empowerment may result in the growth of motivation of employees
conducting routine work, improve their job satisfaction, boost loyalty and productivity, and reduce turnover”.
The above studies show that there is a positive relation between empowerment and retention, however, literature has very
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few studies from the banking sector because empowering employees in this sector can be a slippery road owing to strict
governmental regulations, sensitivity and confidentiality of data and stringent procedural processes.

Significance of the Study
The greatest challenge of empowering employees comes from the service sector where employees are in direct
interaction with the customers. It is difficult for the organisations to assess the level or degree of empowerment
they can entitle their employees, especially in the banking industry. Empowering employees who are not properly
trained for the same can have detrimental effects. The employees working in the banking sector are under
immense pressure due to greater technological advancements, dealing with more aware customers, competition
from not only domestic but also foreign players, excessive workloads. The bank managements are also facing
challenge of employee retention as each category viz-viz public and private sector banks have its pros and cons
and employees from one category keep on hopping to the other. The ones in public sector move to private
sector for better remuneration, better working environment and autonomy while those who want job security
move to public sector.  This study attempts to study the relationship of employee empowerment and employee
retention. The study will add to the existing body of knowledge on the two very crucial constructs for service
sector organisations today and shall assist the bank managements in enhancing their understanding and awareness
on the said relationship so that they can strategize accordingly.

Research Methodology
To carry out the research, both primary and secondary data were collected and analysed. While secondary data
was collected from books, journals of national and international repute, thesis, magazines and relevant websites;
primary data was collected with the help of a structured questionnaire prepared by the researcher.
The questionnaire was developed with the help and suggestions of bank managers and HR consultants. The
validity was ascertained from the pilot study on 30 respondents from both public and private sector banks. This
form of pre-testing is a subjective judgment of the content that is applied to check if the items of the instrument
measure what it intends to measure (content validity). Based on the responses and their feedback, the questions
were modified to increase their clarity. These questions were further examined by HR experts and consultants to
ensure content and context validity. Reliability was ascertained with Cronbach alpha, a good estimate of reliability.
Satisfactory results were obtained as alpha for employee empowerment was 0.67 and that for employee retention
was 0.74 which is in the acceptable range of 0.6 to 0.9 (Cortina, 1993).The study was limited to the public and
private commercial banks located in the states of Punjab, Haryana and Union Territory, Chandigarh, India.

Research questions
The present paper is an attempt to answer the following questions:
Do employees in public and private sector banks feel empowered?
Does employee empowerment impact retention of employees in banks?
And lastly is the level of impact the same in public and private sector banks?

Hypotheses Development
This study focuses on the comparative analysis of employee empowerment and employee retention among
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employees of public sector and private sector banks. Further, the study empirically tests the relationship between
employee empowerment and employee retention
and compares the private and public sector banks in this regard.
Based on the above discussion the following hypotheses are developed:
H1. There is a significant difference in the level of employee empowerment among employees of public and
private banks.
H2.  Employee empowerment is associated with and impacts employee retention in the Indian banking industry.

Analysis and Interpretation

Demographic profile of respondents
Data collected (N=361) from respondents were analysed using descriptive and inferential statistics. The
demographic profile of the respondents as given in Table 2. Out of these 361 respondents, 208 were from public
sector and 153 from private sector banks.

Table 2. Demographic profile of respondents

Bank Age Gender              Marital status                    Qualification

20-30 31-40 41-50 51-60 Male Female Other Married Unmarried Graduate Postgraduate

Public 90 60 21 37 120 88 0 152 56 106 102
Private 72 60 19 2 87 65 1 61 92 49 104

Source: Author’s Calculations

The table shows that majority of the respondents were in the age group of 20 to 30 years and the least were in
the age range of 41 to 50, while in private sector banks majority respondents were from the 21 to 30 years age
and least from 51 to 60 years. As far the gender is concerned majority in both were males. In the marital status
demographics, it can be observed that majority respondents were married in public sector but unmarried in
private sector. Furthermore, another difference could be observed in the educational qualification of respondents,
while majority in public sector were graduates only but the number of graduate employees was significantly less
in private sector banks with majority being postgraduates. A statistical analysis of the data was conducted using
the SPSS (Statistical Package for Social Sciences) software, version 23.

Table 3. Descriptive Statistics of EE and ER and their correlation

Variables Banks Mean SD Alpha                        Correlations
EE ER

EE Public Banks 3.62 0.483 0.67 1 0.627**
Private banks 3.81 0.558 1 0.593**

ER Public Banks 3.53 .648 0.74 0.627** 1
Private banks 3.76 .718 0.593** 1

**Correlation is significant at the 0.01 level (2-tailed),
EE=Employee empowerment; ER= Employee retention; SD= Standard deviation; Alpha=Cronbach’s  alpha
Source: Author’s Calculations
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It is evident from Table 3 that the scores of Employee empowerment for respondents in public sector banks
(M=3.62, SD = 0.483) were lower than the counterparts in private sector banks (M= 3.81, SD= 0.558). The
mean scores of both the public and private sector respondents signify and answer positively to the first research
question of the study -Do employees feel empowered?

Additionally, the retention scores of respondents from public sector (M=3.53, SD= 0.658) were lower than
those of private sector banks (M=3.76, SD= 0.718). These mean scores were significant at p <0.01 (F=11.166).
Thus, hypothesis H1 is accepted i.e. (There is a significant difference in the level of employee empowerment
among employees of public and private banks). Further, the coefficient of correlation R was found to be
positive and significant at 0.01 level of significance with public sector banks showing greater correlation (R=0.627)
than private sector banks (R=0.593). To ascertain the impact of employee empowerment on employee retention,
regression analysis was performed.

Table 4. Model Summary and ANOVA of Regression

Adjusted R Std. Error of the Durbin- F Sig.
Bank R square square Estimate Watson

Public .393 .390 .506 1.8 133.271 .000b

Private .351 .347 .580 1.7 81.817 .000b

a. Predictors: (Constant), EE
b. Dependent Variable: ER
Source: Author’s Calculations

Table 4 shows the regression values for the relationship between employee empowerment and retention. The
result suggests the statistically significant fit of the model with an F-value of 133.27 for public sector and 81.82
for private sector banks and both significant. This further implies that the use of this model is appropriate in
analyzing the impact of empowerment on retention. Since p– value in the ANOVA table is < 0.01, the impact is
significant and thus, hypothesis H2 is accepted i.e., Employee empowerment is associated with and impacts
employee retention in the Indian banking industry.
The Coefficient of Determination R-square measures the goodness-of-fit of the estimated Sample
Regression Plane (SRP) in terms of the proportion of the variance in the dependent variables explained by the
fitted sample regression equation. Thus, the value of R square is 0.393 for public sector banks and is 0.351 for
private sector banks.  It simply means that about 39.3% of the variance in employee retention among respondents
of public sector is explained by the employee empowerment as the independent variable and about 35.1%
variance in employee retention among respondents of private sector is explained by employee empowerment. R
square value is significant at 1 % level. Also, the Durbin-Watson test always produces a test number range from
0 to 4 where values closer to the middle suggest less autocorrelation. The values in the present study (1.752 for
public banks and 1.741 for private banks) are close to 2 thereby ignoring autocorrelation among variables.
Further, the coefficients summary in Table 5 exhibits that a unit increase in the employee empowerment in public
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sector banks will increase the employee retention by 0.84 units. In case of private banks however, a unit increase
in employee empowerment will increase the retention by 0.762 units. This further ascertain that the impact of
employee empowerment on retention is more in case of public banks than private banks.

Table 5: Coefficients summary

                               Unstandardized Coefficients Standardized
Coefficients

Bank Model B Std. Error Beta t Sig.

Public 1 (Constant) .493 .266 .627 1.856 .065
EE (X1) .840 .073 11.544 .000

Private 1  (Constant) .855 .325 .593 2.635 .009
EE (X1) .762 .084 9.045 .000

a. Dependent Variable: ER
Source: Author’s Calculations

Discussion of Results
The demographic profile of both the public and private sector banks reveals some interesting dynamics. The age
range and gender demographics of both public sector and private sector were same whereas majority respondents
in public were married with educational qualification of only graduation, their private sector counterparts were
unmarried and postgraduates. The results of this study indicating significantly positive impact of employee
empowerment on employee retention are in concordance with the results of previous studies. Further, levels of
empowerment reveal that they were higher in case of private sector than public sector banks. But when correlation
and regression were applied to ascertain and explore the impact of employee empowerment on employee retention
it was observed that the impact was higher, in public sector than private sector banks (though not substantially
higher). This indicates that the higher level of employee retention in private banks might be attributed to other
factors like organisational culture, work environment, better pay-package/benefits (Lok et al., 2005; Irshad,
2014) and not majorly because of employee empowerment. Moreover, the work culture of both the public and
private sector banks is different hence difference in empowerment levels found in the present study. Because of
different work culture of the banks the workforce has different beliefs and values when it comes to working
behaviours.
A study by (Ali et al., 2017) reiterates this as it reports that the success of empowerment as a managerial
practise largely depends on an accurate understanding of culture based on the beliefs, presumptions, and values
held by those being managed. As a result, empowerment can be viewed differently across cultures. The private
sector banks also engage their employees and a number of strategies are implemented like celebrating festivals,
organising movie outings, quiz competitions for families etc. However, such efforts are not given much significance
in public sector banks which follow a stricter regime.
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Implications of Study
It is extremely pertinent to emphasise on trusting your people and it is vital for bank managements today that
they develop and maintain trust in people. The entire essence of empowerment comes from the fact that if bank
managements do not believe in the competence, skills, and decision-making capabilities of their people they
cannot empower them and thus not retain them. Empowerment should not be seen as a mere tool or technique
to retain instead it should be the way of working, imbibed in the organizational fabric. This will not only make
employees more responsible and accountable but also more engaged and focussed leading to more meaningful
contribution. However, banks also must ensure that empowering employees does not mean they get the freedom
to use unethical means or fraudulent practices because they are ultimately dealing with the hard-earned money
of people that cannot be lost to negligence, incompetence, and poor decision-making skills. Additionally, the
need for changing the processes of work within banks is vital to achieving employee empowerment Thus, such
systems, processes, and structures (a flowing structure instead of hierarchy) must be in place where freedom
and transparency are imbibed in the culture of working.
Another perspective on empowerment is the leadership perspective as there cannot be empowered employees
without leaders who want to empower their employees and develop their decision-making competencies and
skills. Thus, bank management (or the top management) must develop such leaders who are willing to coach
their subordinates and empower them with tools, resources, information, and autonomy through delineating
boundaries, and replacing hierarchies with self-managed teams. For this, leaders must also have keen eye on
identifying such potential employees in whom the responsibility of autonomy can be entrusted because every
employee cannot be trusted at the same level The willingness of managers to put their best foot forward can
have everlasting impact on the employees’ morale, satisfaction and retention, thereby enhancing organisational
effectiveness.

Thus, empowerment must be seen from a multifaceted lens encompassing individual and leadership and
organisational perspectives. Attaining employee retention through empowerment is possible when banks use a
collaborative approach of firstly, identifying and differentiating employees who can be empowered from ones
who cannot be followed by developing and honing their decision-making skills. Secondly, developing such
managers who focus on the development of employees by creating a vision and developing common goals,
constantly adapting to the changing environment, promoting team and collaborative working arrangements and
lastly at the organisational level having such structures that are promote seamless transfer of information, unbiased
resource allocation to facilitate empowerment. In summary, empowerment can be achieved by using all the
approaches and not just one.

Limitations
The study limited itself to studying the impact of only one independent variable i.e. employee empowerment on
one dependent variable i.e. employee retention. Further studies can be carried out to ascertain the cause of
employee retention. Also, this study was limited to commercial public and private banks only but other banks
like foreign banks or cooperative banks can also be considered for future study.
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Conclusion
Collective decision-making and the fair distribution of power and responsibility among all employees in an
organisation not only boost productivity, satisfaction levels, and organisational commitment, but also help
employees better meet expectations and adapt to change. And in the current scenario of hyper-competition and
technological advancements round the corner, adapting to change is what all organisations are struggling for.
Organizations must act to empower their employees in this situation and should not ignore it. In addition to
employee empowerment initiatives, organisations should work to address the behavioural, psychological, social,
and structural issues that contribute to employees feeling powerless (Uzunbacak, 2015). Employee empowerment
is an emerging trend in the field of human resource management and researching the concept appears to be
growing in strength.
Also, it appears as though employee empowerment is on the rise in organizations which is considered to be
having major positive outcomes both for the employees and the organisation. Previous researchers (Ali et al,
2017;Uzunback, 2015) have shown that organisations can improve its customer satisfaction and retention,
productivity and profitability by having empowered employees because the latter feel valued, are more committed,
perform better, are retained and exhibit loyalty towards their organisation. It is an evolutionary process, especially
in banking sector where empowering employees through autonomy might not only be ineffective but also lead
employees opting for fraudulent practices. Thus, keeping in mind the sensitivity of the sector, attaining retention
through empowerment is a slippery road and cannot be achieved in the short term. The objective of the present
study was to find the level of employee empowerment in public and private banks which was found higher in
private sector banks than public sector. Secondly, the study attempted to find the impact of employee empowerment
on employee retention, and it was found the impact was there in both but was greater in public sector banks than
private sector banks, selected for study. Thus, private sector banks are able to retain their employees more than
public sector but empowerment as a cause of this retention is more significant in public sector banks. The
organizational implications were also suggested that by combining the various perspectives i.e., individual,
leadership and organizational, employees can be empowered effectively.
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