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A FRAMEWORK TO REVIEW EMPLOYEE ATTRITION
FROM ORGANIZATIONAL NATURE AND SIZE

PERSPECTIVE
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The Indian economy has made rapid tread in the last decade around employment creation Enterprises across sectors
are taking measures to emerge much stronger in the next decade, which is expected to see a new face of global
economy, completely redefined and restructured, more mature and evolved customer demands, robust products and
services with strong delivery models. However the fact that major global economies are in different stages of
recession, is bringing in new paradigm shift across industries specifically in Information Technology Enabled
Services-Business Process Outsourcing (ITES-BPO). Therefore Indian domestic BPO companies must factor in this
trend to get their strategies right. To achieve this, effective human resource management must be practiced at both
strategic and day-to-day levels to combat the existing problem of employee attrition. HR management practices
must reflect company policy as to how it will manage and relate to its employees concern. The HR strategy should
evolve from a transactional support role to partnering in the organizations business strategy. This paper will help HR
managers in becoming aware of employee problems and solving it creatively, which leads to attrition; more
specifically giving a comparison of factors contributing to employee attrition as regards to nature and size of
organization.
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INTRODUCTION
The paradigm shift that the internet has brought about in communication has opened up a plethora

of opportunities for outsourcing business processes (Business Process Outsourcing) across continents. IT-
enabled services (ITES) include services that can be outsourced using the powers of IT. The extent to
which this is possible depends on the industry, location, time, costs, and managerial perception of the
risks involved. The internet has facilitated execution of several activities which were previously done
within geographical proximity to the firm, from remote low-labour cost locations, drawing both
transactions cost and production cost efficiencies.

The two key capabilities required for success in Information Technology Enabled Services space
are: capabilities to understand customer needs in the specific domains and acquiring business (BD
capabilities). Information Technology Enabled Services firms are likely to bifurcate themselves into two
parts based on these two critical success factors. The successful segregation of value elements in a
number of processes has enabled value configuration in as many ways as required by customer value. The
current trend in outsourcing will go up when such analysis-synthesis becomes a routine. The trend of
outsourcing is likely to continue to grow in the future despite temporary political protests. This is because
of the robust arguments outsourcing finds for itself in the economics literature, both in terms of
transaction and production cost advantages. In any case, the Indian Business Process Outsourcing firms
have to consistently prove their capabilities to deliver and create near indispensable situation for the
parent to survive without them. This will not only involve growing technical and domain expertise, but
also refinement in systems and practices, while keeping costs under control.

The increasing possibilities of communication that the internet and the telecommunications
revolution have created, has enhanced the scope for outsourcing of business processes across continents.
What began as a rivulet a few years ago has already become a river of gigantic proportions, creating
economic and political waves of mammoth proportions in countries such as the US and India. The canvas
of possibilities of outsourcing has changed its colors from low cost call centers to knowledge intensive
value added services.
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REVIEW OF LITERATURE
Attrition, in Human Resource terminology, refers to the phenomenon of the employees leaving

the company. It is usually measured with a metric called attrition rate, which simply measures the no. of
employees moving out of the company (voluntary resigning or lay off by the company).

According to Wendell French (1997), “Attrition is the voluntary separation of employees from
the organization through resignation and retirement.” Robbins S.P. (1997) says “Attrition is a process
whereby as incumbents leave their jobs for any reason (retirement, resignation, transfers, etc.).Usually
accompanying the process of attrition is a hiring freeze. The bottom line results is that attrition with a
hiring freeze is a short-term means of addressing a surplus of employees.”

Most of the research in the Business Process Outsourcing sector has addressed only specific
problems related to its environmental analysis like challenges, growth and opportunities, the problem of
attrition, the HRM systems, and issues of job stress, job satisfaction, individual performance etc. Research
done in the area of employee motivation and satisfaction has discussed domains like education (Sharma
and Jyoti 2008, Smerek and Peterson 2006), financial institutes (Kazemzadeh and Bashiri 2005), and
Information Technology Enabled Services industry (Dash et al. 2008), to name a few but not much
inclusive and structured work has been done in the domain of Business Process Outsourcing sector.
Literature review has also shown how various researchers have identified a plethora of reasons behind the
escalating problem of attrition and many of them have even suggested recommendations to combat it
(Misra 2007, Prakash and Chowdhary 2004 and Joshi 2004).

Many researchers have also worked on various domains like the HRM systems and practices
(Budhwar et al. 2006), job satisfaction (Sharma 2006, E-sat survey 2005), and burnout prevention
(Kanwar et al. 2008). However, no systematic and comprehensive work has been found that gives an in
depth understanding of the problem and identifies the relationship of the problem with nature and size of
the organization in order to combat the most smoldering problem of the present times i.e. attrition.
Another interesting thing that emerged from prior researches and focused group interviews taken for pilot
survey is that reducing attrition may not always mean increasing retention. Attrition may reduce if the
negative characteristics of the job are taken care of. However, that does not mean employees increase
their willingness to stay in the same organization. Looking at the big picture of the much realized
potential of the Business Process Outsourcing industry in India and the impending curse of attrition in this
sector, it can be confidently said that the problem cannot be overlooked. There is a dire need of tackling
the problem of attrition in the Business Process Outsourcing industry of India and for this employee
motivation has been chosen as an effective tool.

Kurup (2005) found that the largest disruption in Business Process Outsourcing is caused by
unplanned, undesired exits. This accounts for roughly a third of the Business Process Outsourcing
attritions. Chandra (2004), believed in total transparency in its HR practices to ensure continuous
business growth. The company claims that it is this factor that has limited its attrition rate in an industry
notorious for its high employee turnover.

According to a report by NASSCOM in 2004, the business process outsourcing (BPO)
industry in the country which is expected to employ around one million people by 2008 is facing
the challenge of finding quality human resources given the current attrition rate of around 50 per
cent. Analysts say attrition rates vary by 20%-40% in some firms, while the top ones averages at
least 15%. Also, the outsourcing industry was expected to face a shortage of 262,000
professionals by 2012.

In another study, Chandrasekar (2011) quotes that human resource is considered to be the
most valuable asset in an organization. It is true that computer, to some extent, does play a role,
but programming and feeding such programme require manual operations. In other words, the
application of manpower has no substitute and therefore, it has a continuous role to play. The
main problem against the manpower development is attrition. The rate of attrition is increasing
every day so that production and profit decrease. Noteworthy is the continuously growing rate of
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attrition among the IT, Information Technology Enabled Services and other Software based
companies. Further, Sengupta & Gupta (2012) have provided evidence that, Business Process
Outsourcing (BPO) industry in India is moving ahead with an unparalleled speed. Despite the
significant growth, the Business Process Outsourcing industry has experienced high attrition
rates since beginning. There are many factors that lead to attrition in Business Process
Outsourcings and much research has taken place time and again. In this study, they made a
comprehensive attempt to explore the dimensions of attrition by identifying the factors that lead
to it, assessing the contribution of the factors toward attrition, and comparing the dimensions
across the various demographic variables.

Gupta (2013) through her study focused on recruitment and retention challenges that the
IT/Business Process Outsourcing industry currently faces and have taken up theoretical and
empirical analysis to find out ways to reduce high turnover rates among first year employees in
the leading Domestic Call Center based in Indore. In the recent years, Kadam and Thakar (2014)
conducted a study to uncover the main causes following the increase in employee attrition in
software Industries in Pune and to find out the ways to control the same. In this study opinion of
100 employees was taken for the analysis. The examination of 100 respondents reveals that those
having average age of 24-28 years and the experience between 2 to 4 years are having higher
percentage of attrition. The study has provided evidence that; attrition rate was increased because
of dissatisfaction with pay, lack of career advancement, compensation& boss relation.

However, no systematic and comprehensive work has been found that gives an in depth
understanding of the problem and identifies the relationship of the problem with nature and size of the
organization in order to combat the most smoldering problem of the present times i.e. attrition. So this
study will help in exploring the impact of these factors in detail. Despite the fact that, the studies above
highlights how ― softer factors related to organizational culture, age, inconsistent shift timings and
motivational factors is impacting employee attrition. Such conventional culture now requires a change
approach in this sector. Issues that can be rectified only with changes in workflow patterns, more efficient
tracking systems, better training procedures, or more selective hiring practices (as supported by findings
below).

OBJECTIVES AND SCOPE OF THE STUDY
The previous studies have examined various aspects of employee attrition. However, the issue of

employee attrition needs indepth study in service organizations Like Information Technology Enabled
Services And Business Process Outsourcing (ITES-BPO) companies in India wherein not much research
work has been done in this regard despite an alarmingly high rate of employee attrition and highly
expensive process of finding suitable replacement of employees leaving the organization. Such a study
will help the management of Business Process Outsourcing companies to adopt suitable measures to
enhance employee satisfaction and to reduce the rate of employee attrition. In view of the above, the
objectives of the present study are:

 To explore the factors influencing the employee attrition in Information Technology Enabled
Services-Business Process Outsourcing (ITES-BPO) companies in India.

 To compare factors influencing employee attrition from organizational nature and size
perspective.

Information Technology Enabled Services-Business Process Outsourcing (ITES-BPO) companies
located at Delhi and NCR (National Capital Region) form the population for selecting the sample units.
Hence, the survey was limited to Delhi and NCR. The target population (total 428 respondents) of
employees of Information Technology Enabled Services-Business Process Outsourcing companies
included call-floor executives and operational managers at all levels but excluded back-end support staff
from departments like Human Resources and administration. Information Technology Enabled Services-
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Business Process Outsourcing companies of each size i.e. small, medium and large were considered for
this survey.

RESEARCH METHODOLOGY
For the purpose of this study primary data has been collected with the help of a structured

questionnaire from call floor employees working with ITES-BPO Companies located in Delhi and
National Capital Region. The target population for the study comprised of employees of the companies
located in this region and listed in the “Directory of IT Enabled Service Providers, 2006” published by
NASSCOM, which is the apex body for this industry. There are 96 such companies as per this directory.
At the first stage 28 companies were selected randomly from the list of 96 companies. At the second stage,
428 respondents has been taken for the purpose of the study from these 28 companies. The Demographic
profile of respondents is given below.

In order to measure factors influencing employee attrition a structured questionnaire was developed
after discussions with Human Resource managers of a few ITES-BPO companies and individuals
working therein that contains 13 statements concerning various alternatives on a 5 point Likert Scale
ranging from ‘Strongly Agree’ to ‘Strongly Disagree’ indicating the extent of agreement to reasons for
leaving the job. A weight of ‘5’was assigned for ‘Strongly Agree’ and ‘1’ for ‘Strongly Disagree’. The
other categories of scale were ‘4’ for Agree,’3’ for ‘Neither Agree Nor Disagree’ and ‘2’ for ‘Disagree’.
Further, in order to bring out the factors affecting employee attrition in the Information Technology
Enabled Services-Business Process Outsourcing companies, data has been analyzed by applying factor
analysis. Kaiser-Meyer-Olkin (KMO) measure of sampling adequacy and Bartlett’s test of Sphericity
were applied to verify the adequacy or appropriateness of data for factor analysis. SPSS Software 16.0
version has been used for analyzing the data. Factor analysis using Varimax rotation has been conducted
to reduce the multiplicity of variables into selected factors.

RESULTS AND DISCUSSION
It can been observed in Table 1, the total sample size of 428 respondents comprises of 304 from

large company that is 71.1 per cent and 124 that is 28.9 per cent from small and medium companies. The
classification of the companies into small and medium and large companies has been done on the basis of
the number of employees working with them.

Table 1. Size-wise Classification of the Sample
Size of the company Frequency Percentage Cumulative Percentage

Small and medium
company 124 28.9 28.9

Large company 304 71.1 100

Total 428 100
Source: Author's calculations based on primary data

A further attempt has also been made to classify the Business Process Outsourcing’s on the basis
of the nature of the call center. The nature of call centers (Domestic/International), call centers could be
domestic or international depending upon the market of their operation. Domestic call centers operate
within national boundaries and handle calls from within the country. On the other hand, international call
centers are those where the clients or the processes they deal in are from US, UK. Australia etc.

Table 2. Nature of the BPO-wise Classification of the Sample
Size of the Company Frequency Percentage Cumulative Percentage

Domestic BPO 84 19.6 19.6

International BPO 344 80.4 100
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Total 428 100
Source: Author's calculations based on primary data

Table 2 above shows nature of BPO wise classification of the respondents, about 80.4 percent of
the respondents are working with an International BPO and 19.6 percent are working with domestic BPO.
Table 3 shows the mean score and standard deviation for the various statements contributing to employee
attrition. Among the statements mentioned in the table the mean score was found to be the highest for the
statement-lack of career growth opportunities (3.69) which implies that employee agree with this as a
reason responsible for employee attrition. The second highest mean value (3.38) is observed for the
statement inadequate salary which indicates that employees neither agree nor disagree with it as a reason
to leave the job. The mean scores on statements numbering 2,3,4,5,7,8,9,11,12,13 concerning employee
attrition are in the range of 2.50 to 3.49. Hence, the employees neither agree nor disagree that these
particular dimensions are among the reasons which lead to employee attrition. The mean is further
observed to be in range of 1.50 to 2.49 for the statement number 6. This means that employees working
with Information Technology Enabled Services-Business Process Outsourcing companies disagree with
this statement.

Table 3. Mean Scores and Standard Deviation for Employee attrition in ITES-BPO Companies
Attrition Statements Mean Standard Deviation
Inadequate salary 3.38 1.296
Workload was more 2.99 1.147
Job was not interesting 2.85 1.099
Job security was not there 3.06 1.147
Relations with superiors were not good 2.80 1.176
Relations with peers were not good 2.45 .999
Status was not adequate 3.16 1.143
Working conditions were not up to mark 2.92 1.221
Non utilization of your knowledge and experience 3.18 1.234
Lack of career opportunity 3.69 1.064
Unable to stay at the location / city 2.70 1.183
Family constraints 3.13 1.183
Transportation problem 3.31 1.185
Source: Author's calculations based on primary data

After describing the attrition variables, factor analysis was conducted on thirteen statements to
reduce the number of variables. The thirteen variables comprising of reasons contributing to employee
attrition were subject to principal component analysis using varimax rotation with Kaiser Normalization.
The communalities, which give the proportion of variance for each of the original variables, preserved in
the factor solution are listed in the last column of the rotated factor matrix. Kaiser-Meyer-Olkin (KMO)
measure of sampling adequacy and Bartlett’s test of sphericity were applied to verify the adequacy or
appropriateness of data for factor analysis.

Table 4. KMO and Bartlett's Test

Source: Author's calculations based on primary data

Kaiser-Meyer-Olkin Measure of Sampling Adequacy .824
Bartlett's Test of Sphericity Approx. Chi-Square 1.437

Df 78
Sig. .000

Cronbach's Alpha 0.831
No. of Items 13
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As depicted in Table 4, the Kaiser-Meyer-Olkin (KMO) measure of sampling adequacy for this
sample is .824 which is greater than 0.5. This suggests that the data is adequate for factor analysis. The
Barlett’s Test of sphericity has also been conducted with the aim to test the null hypothesis (Ho) that the
population correlation matrix of the variables is an identity matrix. The chi-square statistic is 1.437 and
the p-value is 0.000.The significance value of 0.000 also tells us that there is a correlation of variables
with each other. Hence the null hypothesis is rejected and it can be concluded that the variables are
correlated with each other. This indicates that the factor model as a model for data analysis can be
accepted. The reliability estimate (Cronbach’s Alpha) is 0.831 which indicates acceptable reliability of
data.

The factor analysis was conducted to identify the factors contributing to attrition using a sample of
428 respondents. As a result, three factors were obtained. A rotated component matrix along with factor
loadings and communalities is given in Table 5; Eigen values along with per cent variance accounted for
by each factor are mentioned in Table 6.

Table 5.Rotated Component Matrix
Variables Component

h2FA 1 FA 2 FA 3
Inadequate salary .655 .487
Workload was more .332 .336 .417 .397
Job was not interesting .645 .475
Job security was not there .387 .366 .403 .446
Relations with superiors were not good .759 .638
Relations with peers were not good .788 .732
Status was not adequate .590 .475 .576
Working conditions were not up to mark .624 .459 .602
Non utilization of your knowledge and
experience .671 .534

Lack of career opportunity .731 .576
Unable to stay at the location / city .703 .576
Family constraints .785 .619
Transportation problem .358 .583 .468
Source: Author's calculations based on primary data
Note: Extraction Method: Principal Component Analysis

Rotation Method: Varimax with Kaiser Normalization.
Table 6. Eigen Values
Rotation Sums of Squared Loadings
Component Eigen Value % of Variance Cumulative % of variance
1 4.500 19.528 19.528
2 1.592 18.100 37.628
3 1.033 17.180 54.808
Source: Author's calculations based on primary data
Note: Extraction Method: Principal Component Analysis.

Table 6 indicates that 54.808 per cent of cumulative variance has been explained by three (3)
factors. The variance reflects noticeable contribution of these factors in identifying the reasons for
attrition in an organization. To interpret the factors, the first factor has an eigen value of 4.500, since this
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is greater than 1.0; it explains more variance than a single variable. The percentage of variance explained
by this factor is 19.528 per cent. The second factor has an eigen value of 1.592 and explains 18.100 per
cent of the variance in the original data. The third factor has an Eigen value of 1.033 and explains 17.180
per cent of the variance in the data.

First extracted factor FA1 (Non-Fulfilment of Needs and Aspirations) highlights that employees
give importance to career growth opportunities for making a decision to leave a company, non utilization
of knowledge and experience while doing the job make employees unhappy and drives them towards
taking a decision to leave the job. Also employees do need adequate salary for work performance and
value the kind of working environment offered by an organization and moreover the inadequate status to
an individual does not satisfy his/her power needs.

The second factor FA 2 (Poor Work Place Relations) indicates that poor relationship with peer
and superiors are important dimensions contributing to employee attrition. It is from the peer, superior,
subordinate interaction and team dynamics that an employee draws his opinion and inferences about the
company.

The factor FA 3 (Personal and Job Issues) states that the employees have attached a large
proportion of importance to the variables viz. family constraints, inability to stay at the location /city, and
transportation problem, that work load was more, and job security was not there. Thus, personal as well as
job related issues comprises an important factor of employee attrition. These factors were then compared
with nature and size of organization wise, the result of which is following.

Size of Organization–wise Comparison of Dimensions Leading to Employee Attrition
The classification of the companies into small and medium and large companies has been done on the
basis of the number of employees working with them.

Table 7. Size of Organization–wise Comparison of Dimensions Leading to Employee Attrition
Factors Leading to
Employee Attrition

Small & Medium
Companies

Large Companies Overall T-
value

P-
value

Mean S.D. Mean S.D. Mean S.D.

Non Fulfilment of Needs
and Aspirations

3.12 .8195 3.25 .8531 3.21 .8445 -1.480 .140

Poor Workplace Relations 2.54 .8574 2.79 .7940 2.72 .8201 -2.862 .004
Personal And Job Issues 3.02 .7660 3.03 .7602 3.03 .7610 -0.88 .930

Source: Author's calculations based on primary data
Note: All figures, except T-values and P-values are mean values, df = 1/426

As evident from the table 7 the factor ‘Non Fulfillment of Needs and Aspirations’ has got the
highest mean score in both the groups i.e. small and medium (3.12) and large companies (3.25). Also, the
same factor has the highest mean score (3.21) on overall basis. The lowest mean score for small & medium
(2.54), and large companies (2.79) and on overall basis (2.72) is on the same factor ‘Poor Workplace
Relations’.

To ascertain whether there is any significant difference between the mean scores of two groups’
viz. small & medium companies and large companies on each of the factors contributing to employee
attrition, t-test has been applied. The results reveals that the mean values for the factor ‘Poor Workplace
Relations’ differ significantly at 5 per cent level, df=1/426. Employees of large companies have exhibited
higher level of agreement than the employees of small & medium companies on this factor. On the other
hand the differences between mean values are not found to be statistically significant for the other two
factors i.e. ‘Non Fulfillment of Needs and Aspirations’, and ‘Personal and Job Issues’. It implies that the
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respondents of the small & medium and large companies share equal level of agreement regarding these
factors contributing to employee attrition.

Nature of Business Process Outsourcing–wise Comparison of Dimensions Leading to Employee
Attrition

Literature have brought out that there is a difference in the level of various facilities and
environment of domestically oriented and internationally oriented Business Process Outsourcings. In order
to find out the impact & difference in the level of agreement with respect to various factors contributing to
employee attrition, t-test has been conducted. Table 8 depicts mean score, t-value and significance level of
various factors contributing to employee attrition between the employees of small & medium and large
companies.

Table 8. Nature of Business Process Outsourcing–wise Comparison of Dimensions Leading to Employee Attrition
Factors Leading to
Employee Attrition

Domestic
Business Process

Outsourcing

International
Business Process

Outsourcing

Overall T-value P-value

Mean S.D. Mean S.D. Mean S.D.

Non Fulfilment of Needs
and Aspirations

3.37 .7123 3.18 .8703 3.21 .8445 1.930 .054

Poor Workplace Relations 2.87 .8295 2.68 .8146 2.72 .8201 1.907 .057
Personal And Job Issues 3.31 .7257 2.96 .7550 3.03 .7610 3.789 .000
Source: Author's calculations based on primary data
Note: All figures, except T-values and P-values are mean values, df = 1/426

It is apparent from the analysis in Table 8 that the employees of a Domestic Business Process
Outsourcing are most likely to leave an organization due to Factor ‘Non Fulfillment of Needs and
Aspirations’ as the factor has the highest mean value of 3.37. Further, the same factor has also got the
highest mean score for both, the employees working with an international Business Process Outsourcing
(3.18) and on overall basis (3.21).

From discussion with several employees it became apparent/clear that the highest mean score on
factor ‘Non Fulfillment of Needs and Aspirations’ could be due to the reason that although the job
advertisements for call center project the picture of an aesthetic office, fine working conditions, plush
cafeterias and -not to forget- better pay packages. The first appeal is clearly over whelming, but the initial
attraction and perceived career development dilutes as soon as reality is faced and the ‘Non fulfilment of
Needs and Aspirations’ becomes one of the strongest factor influencing Employee Attrition.Also seen in
the table 8 that the, lowest mean score is on the factor ‘Poor Workplace Relations’ for both the groups as
well as on overall level.

The t-test has been applied to examine if there are any significant differences in the mean score(s)
concerning each of the factors contributing to employee attrition between the two groups of respondents.
The results shows that t-value for the factor ‘Personal and Job Issues’ turns out to be significant at 1 per
cent level, and for the factor ‘Non-fulfilment of Needs and Aspirations’ at 5 per cent level. It indicates
that the respondents of the two groups’ viz. Domestic Business Process Outsourcing and International
Business Process Outsourcing differ in their level of agreement for these two factors influencing
employee attrition. It implies that for employees of a domestic Business Process Outsourcing, both the
factors have more influence than in case of an international Business Process Outsourcing. For the
remaining factor ‘Poor Workplace Relations’ the difference in the mean values is not found to be
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statistically significant at 5 per cent level stating that there is equal level of agreement observed for this
factor contributing to Employee Attrition.

MANAGERIAL IMPLICATIONS
Result of the research indicates that the Factor Non Fulfillment of needs and aspirations

becomes an important factor while contributing to employee attrition. Hence in the best companies,
employee involvement and openness to feedback is not a onetime initiative, but a way of life. Growth and
learning in an organization is what drives employees and keeps them interested. They wish to be
constantly coached and mentored. The approach of HR managers should be to make them to do different
things in different roles and should offer a bouquet of best HR Practices. Also try and give employees
new learning opportunities that are challenging which help employees broaden their experience base.
Further, it is suggested in order to combat the effects of the factor Poor Workplace Relations An online
platform where employees can blog with their acquaintances, their CEO and their stakeholders becomes a
must.
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