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Abstract:
This research study has been focused on the impact the employee turnover can have for the banks
in Albania. High rates of the voluntary turnover among the banking employees can affect the
business results. The negative impact might be higher when the turnover has been among the highly
professional employees covering key areas of expertise. The research methodology used has been
the case study. The data have been collected from statistical documents and archives and 75 % of
the banks operating in the market have been included in the study. The study found an increasing
trend in the employee turnover over the last three years for most of the banks, however when it
comes to the profitability it has not been evidenced a clear trend for the banks, there is a lot of
fluctuations on their net profit. Somehow due to this fluctuation the regression model built to test the
connection among the turnover and banks profitability come out to have no statistical importance.
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1 Introduction 

The employee turnover has captured the attention of many authors over the years due to 

the impact it has for the organizations. There are many studies that have been held to 

cover such topic. This is because human capital has an important impact for the 

organizations nowadays.  

Some authors such as Kreitner (2003) and Nuget (2009), defines the employee turnover 

as the rate or percentage of the staff leaving the organizations versus the ones actually 

working for it. On the other hand (Morell et al. 2004) define employee turnover not simply 

as rate but something more, which relates to the emotional aspect as well. 

The research aims to analyses mostly the impact of two major categories of the 

employee turnover, i.e. voluntary and involuntary turnover, Memon et al. (2016). The 

literature review in such regard provides different perspectives of its impact, such as for 

example: the turnover impact on the organizations overall costs, accentuated this in the 

Hay Group (2014) study.  

Authors such as (Ployhart et al. 2014; Pollitt 2000; Shore and Martin,1989; Ton and 

Huckman 2008)   come to the conclusion that the impact of the staff turnover is not simply 

related to the increase of the staff costs, but it is also  related to the company overall 

performance. 

1.1 Statement of Problem 

According to (Hackman and Pisano 2006; Shaw et al. 2005a, 2005b, 2009; Sieben and 

Zubanov 2009) the same employee turnover can impact differently organizations. This is 

related mostly due to different factors depending on the quality of the staff leaving the 

organization for example, costs associated with the recruitment and selection of the 

replacing employees.  

This study seeks to assess the impact of the employee turnover for the organizations.  

1.2 Objectives of the Study 

The research aims to achieve the following objectives: 

1. To identify the level of turnover in the banking system in Albania 

2. To determine the impact of the employee turnover in the organizational 

performance 

3. To determine the impact of the high employee turnover in the organizational 

performance 
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2 Literature Review 

2.1 Definition 

While searching different articles related to the definition of the employee turnover for an 

organization, there were many authors that have conducted their research in this subject 

and many definitions have been given related to the employee turnover. Kreitner (2003) 

for example defines the employee turnover as the rate of terminations from the staff 

which needs to be replaced by another employee.  

Another author which defines the employee turnover as a rate/percentage is also Nuget 

(2009), he emphasize that the employee turnover is a percentage/the rate of employees 

leaving the institution and the ones joining the company.  

There are other authors which defines the employee turnover from another perspective, 

they do not consider it as a simple rate or percentage but they take into consideration 

also the psychological connection with the company, in other words the emotional 

relation.  

Employee turnover in such perspective is “how long an employee stays connected to one 

organization”. Who much connected is the employee with the company and how ready is 

he willing to leave the company for another one, this is also defined as the turnover 

intention.  (Udechukwu & B, 2007) 

According to authors such as (Brawley & Pury, 2016; Bureau of labor statistics, 2012; 

Hom, Mitchell, Lee, & Griffeth, 2012) when there is complete separation from a company 

in a form of: cessations, resignations, layoffs, and discharges, this is defined as the 

employee turnover. 

(Morell et al. 2004) gives as well an emphasize on the emotional element when defining 

the employee turnover.  According to him the employee turnover is the termination of 

both employment contract and of the emotional physiological contract. 

In fact it is very interesting this perspective of defining the employee turnover as not only 

a simple termination but also the emotional impact it has for the involved target groups 

both directly and indirectly.  

2.2 Types of employee turnover 

What type of employee turnover are the most frequent ones and in what perspective have 

been defined in the research studies.  

Memon et al. (2016) has identified two major type of employee turnover for a company/ 

organization. i.e.: involuntary and voluntary turnover.  
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The definition of involuntary turnover given by Cao et al. (2013), is related to the fact that 

the closure of the contract is initiated from the company and not by the employee himself. 

While the voluntary turnover is when the contract closure is initiated from the employee.  

Dess et al. (2001), considers voluntary turnover to add costs to the organizations which 

come both from the direct costs, related to replacement, recruitment and selection, 

temporary staff, management time, etc, and the indirect costs which come as a result of 

the loss of the so called social capital, such as morale, pressure on remaining staff, costs 

of learning, product/ service quality, organizational memory etc.  

2.3 Reasons of employee turnover 

Different authors have identified different reasons which brings the staff to the decision of 

terminating the contract with the current company/organization. And it is true the decision 

for an employee to quit working for a certain company can come as a result of many 

reasons some simple and some very complex ones.  

Fitz-Enz (2009) underlines that the majority of the turnovers are happening only due to 

the behavior demonstrated by their direct supervisors. This is also considered as the 

main/ number one reason the staff decided to leave the company. While the second 

underlined reason for staff turnover is the opportunity given to the staff for growth, when 

there is a lack of such opportunities, the staff decides to leave.  

Most of us might have expected to see the pay level as the main reason of the staff 

turnover, but in fact it is not the case and it has been evaluated that 80% of the turnovers 

for organizations are not related to the pay level but there are other factors associated 

with such decision. Such facts include mostly the daily actions of the direct manger in 

regard to the staff engagement, performance feedback, career discussions, job redesign, 

and other possible soft solutions. Fitz-Enz (2010) 

Ibrahim, Usman & Bagudu, (2013) in their study accentuated that there are two main 

factors for the staff to leave the company, the first one is related to the level of 

satisfaction the employee has within the organization and the second is for other reasons 

which are not related to their job satisfactions. So it is import to divide these two 

categories.  

Herzberg et al. (1959) motivational theory underlines the following motivational reasons 

for an employee such as a) achievement, b) recognition, c) employee’s perception, d) 

responsibility, e) advancement, and f) possibility of growth. While Hertzberg in his theory 

point out also the main factors causing dissatisfaction among staff i.e. a) job security, b) 

organization commitment, c) work environment and conditions, d) working relationships, 

e) supervision, and f) incentives. 
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In the meantime the research performed by Lee et al. (1994), identify that almost 63% of 

the staff contract closures came as a results of the so called “triggering event”, that 

happened or something that happened in the company such as no internal equity or that 

they might not consider themselves in line for the promotion, and many other reasons 

alike.  

2.4 Impact of employee turnover 

What impact can have a high employee turnover rate for the organization? There are 

many authors providing different perspectives on their studies related to the impact the 

turnover can have.  

The employee turnover is costly for the organization, Hay Group in their study conducted 

in 2014 has identified that to the organization replacing an employee can costs up to 12 

month salaries. On the other hand also Km (2012) has identified staff turnover as costly 

for the company. According to Dingeer et al, (2012) loosing professional and skilled staff 

cannot be affordable from the companies and one of the main reason associated with this 

is also the cost. 

Now days all over the world organizations have realized the importance of their staff and 

the impact the staff turnover can have on the performance of the employees and of the 

organization as well which due to the turnover can be slowed down. The staff turnover 

impact the increase of the expenses which are related with the recruitment and training of 

the new staff. Chen, Lin & Lien, (2010). 

Grobler et al. (2006) in his study takes a positive perspective related to the impact of the 

turnover for the organization he accentuates that somehow organization expect to have 

some turnover and this can be even beneficial, but up to a certain extent because a high 

level of turnover can have very negative results such as an unstable workforce, can bring 

increase in the HR costs, etc.  

Another perspective related to the costs of the staff turnover come for Terborg and Lee 

(1984), they conclude that the staff turnover is costly  due to the consequences related to 

the termination/ replacement of the existing staff such as advertising, recruitment, 

selection and hiring, etc.  

The loss of a skilled employee is considered much costly of the organization if compared 

to a loss of a semiskilled or an un-skilled employee. Sager, Griffeth and Hom, (1998) 

There are also evidences from different authors that the same turnover rate can have 

different impact on companies. This is related mostly due to different factors depending 

on the quality of the staff leaving the organization for example. ( Hackman and Pisano 

2006; Shaw et al. 2005a, 2005b, 2009; Sieben and Zubanov 2009) 

27 May 2019, 11th Economics & Finance Conference, Rome ISBN 978-80-87927-56-4, IISES

244https://www.iises.net/proceedings/11th-economics-finance-conference-rome/front-page



The human capital theory underlines the negative impact of the staff turnover in the 

organizational performance, because the leaving staff can be associated with the loss of 

the organizational memory, loss of knowledge and skills the staff has developed within 

the company due to their experience and training. (Ployhart et al. 2014; Pollitt 2000). 

While according to the social capital theory high turnover rate impact negatively on the 

relations, social ties and trust among the colleagues. (Leana and Van Burren 1999) 

The staff turnover is considered so crucial for the companies nowadays so that it has 

been considered that it has an indispensable impact on the profitability/ financial 

performance of the business. Such perspective has been accentuated by many authors 

in their studies. Shore and Martin, (1989) for example emphasize that keeping the skilled 

employees in the organization is crucial to keep the level of profitability stable. 

Higher turnover rates are the cause of a decrease in the level of productivity Batt (2002) 

of customer service Kacmar et.al. (2006) and profits Ton and Huckman (2008) 

Mathis & Jackson (2007) argues that the turnover results in impacting the existing 

employees with additional workload which can impact their performance and the 

effectiveness of organization as well. 

The human capital perspective suggests “that workers add value to a firm because they 

possess capabilities (e.g., knowledge, skills and abilities) that support organizational 

functioning and productivity”. “Turnover negatively affects performance because it 

depletes this collective level knowledge and experience” (Batt 2002, Kacmar et. al. 2006, 

Koys 2001) 

Considering this great impact of the turnover is there any solution for the organizations in 

reducing the employee turnover? There are some authors who have reached some 

conclusions in such perspective.  

When it comes to the success of organization Osteraker (1999) outlined that there are 

two main pillars it depends on, i.e. retention and employee satisfaction 

Abdul & Kaleem (2014) on the other side suggest as the solution of the turnover is the 

increase in the benefits organizations pay toward their employees rather than on the 

compensation.  

While according to Moynihan and Pandey (2008) the key in reducing the turnover 

intention from the staff are the creation of strong intra-organizational networks.  
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3 Methodology 

The case study approach has been used for this research. In such regard Yin (2009) 

recommends six sources- Documentation, Archival Records, Interviews (or surveys), 

direct observation, Participant observation and Physical artifacts, in order to run the case 

study research in the proper way. 

In this study has been analyzed the turnover in the banking system in Albania for three 

consecutive years and in the meantime has been analyzed the profitability of these 

banks.  

The data has been collected from the Albanian Association of Banks both in relation to 

the turnover and to the profitability of each bank. Despite the fact that the Banking system 

operates with 16 banks, we were able to collect the entire data for 12 banks only. Some 

of the banks have not provided the data at least for one year, so in such regard the 

analysis of the data have been performed for 12 banks out of 16 in total that have been 

operating in the banking market in Albania as of December 2017. 

Taking into consideration the literature review performed on the topic, which frequently 

emphasize a connection among the voluntary turnover impacting profitability of an 

organization, the purpose of the study has been to test whether there is such a relation 

among the baking system turnover and its profitability. In such regard a regression model 

has been built with the data received. 

4 Results 

Figure 1: Total Turnover of Banks in Albania 

 

Source: Own adjustment based on AAB (Albanian Association of Banks) data 
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Figure 2: Voluntary Turnover of Banks in Albania 

 

Source: Own adjustment based on AAB (Albanian Association of Banks) data 

 

Figure 3: Net Profit of Banks in Albania 

 

Source: Own adjustment based on AAB (Albanian Association of Banks) data 

 

4.1 The empirical model 

Our aim was to calculate the impact of both total and the voluntary turnover on the 
financial performance of the business. 
In order to understand the impact of the turnover on the financial impact of a banking 
institution in Albania, was build the following regression model to test the hypothesis: 
 

                 Y= a0+ a1X1                                                                   (1) 
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Where independent variable is: 
 
X1= Total Turnover 
 
And Dependent variable is: 
 
Y= Financial performance of the business 
 
This way we aim to test the impact of the turnover on the financial performance of the 
business. The hypothesis of the theoretical model are as follows:  
 
H0 :  a1=0 
Ha : The variables is different than 0. 
 
As shown in the following table where the regression model is not statistically significant 
when tested this hypotheses for the data of the year 2015, while the same scenario has 
been observed when tested for the years 2016 and 2017 as well and when tested even 
with the data related to the voluntary turnover.  
 

Table 1: Regression Statistics( Year 2015) 

Regression Statistics     
 

 

Multiple R 0.133328625     
 

 

R Square 0.017776522     
 

 
Adjusted R 
Square 

-
0.073132569     

 

 

Standard Error 2410318.973     
 

 

Observations 12     
 

 

      
 

 

ANOVA      
 

 

  df SS MS F 
Significance 

F 
 

 

Regression 1 1.15659E+12 1.15659E+12 0.199080708 0.664969788 
 

 

Residual 11 6.3906E+13 5.80964E+12   
 

 

Total 12 6.50626E+13       
 

 

       
 

 

  Coefficients 
Standard 

Error t Stat P Value Lower 95% 
 

Upper 95% 

Intercept 0 #N/A #N/A #N/A #N/A 
 

#N/A 
Total Turnover 
X1  2572361.842 5765241.053 0.446184612 0.664119294 

-
10116848.16 

 
15261571.84 

 

While in order to determine the impact of the high employee turnover on the profitability 

for the banks under the study, we have tested the above linear regression model only for 

the banks that have a voluntary turnover higher than 10 % during the year 2017. 

Even this model does not show a statistical importance. 
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Table 2: Regression Statistics  for the voluntary turnover higher than 10% ( Year 2015) 

Regression Statistics      

Multiple R 0.267200735      

R Square 0.071396233      

Adjusted R Square -0.095270434      

Standard Error 808672.6459      

Observations 7      

       

ANOVA       

  df SS Ms F 
Significance 

F  

Regression 1 3.02E+11 3.02E+11 0.461313 0.527172684  

Residual 6 3.92E+12 6.54E+11    

Total 7 4.23E+12        

       

  Coefficients 
Standard 

Error t Stat P Value Lower 95% 
Upper 
95% 

Intercept 0 #N/A #N/A #N/A #N/A #N/A 

Total Turnover X1  1480294.054 2179465 0.679201 0.522334 -3852665.21 6813253 

 

5 Discussion 

• Objective one was to find out the level of employee turnover of the banks in 

Albania. The study found as indicated in Graph 1 and 2 that the level of the 

turnover in the banking system has an increasing trend over the years for the 

majority of the banks considered in the study. 

 

• Objective two was to determine the impact of the employee turnover on the 

organizational financial performance. The study found out based on the regression 

model build to test the hypothesis that only with the one factor such as employee 

turnover the regression model built does not have a statistical importance. 

 

• Objective three was to determine the impact of the high employee turnover. The 

study found out that as specified in the regression analysis table no. 2. The 

regression model was not of a statistical importance. 
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6 Conclusion 

Might have been different reasons for such results. As seen from the net profitability over 

the last three years there is quite a big volatility for some of the banks going from profits 

to losses for example. While when it comes to the voluntary turnover data,  it is observed 

an increase over the years for the majority of the banks. It is clear that the voluntary 

turnover has an obvious increase trend over the last three years, while there is no clear 

trend in terms of profitability for the banks considered in the study. Some of the banks 

have slightly improved their financial performance and some others are having a 

deteriorating trend in terms of their net profit. In such perspective there might have been 

different factors impacting their financial results. Measuring solely the impact of the 

turnover over the bank’s profitability might not provide the relevant relation, while it might 

be considered further studying the impact the turnover has for the organizations  together 

with other indicators which might have impact in their profitability. 

 

ANNEX I 

Table 3: Regression Statistics Total Turnover Impact (Year 2016) 

Regression Statistics      

Multiple R 0.183401102      

R Square 0.033635964      
Adjusted R 
Square -0.057273127      

Standard Error 2715239.583      

Observations 12      

       

ANOVA       

  df SS Ms F 
Significance 

F  

Regression 1 2.82275E+12 2.82275E+12 0.382873942 0.549903664  

Residual 11 8.10978E+13 7.37253E+12    

Total 12 8.39205E+13        

        

  Coefficients 
Standard 

Error t Stat P Value Lower 95% Upper 95% 

Intercept 0 #N/A #N/A #N/A #N/A #N/A 

Total Turnover X1  3394744.479 5486295.379 0.618768084 0.548668527 
-

8680510.234 15469999.19 
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Table 4: Regression Statistics Total Turnover Impact (Year 2017) 

Regression Statistics      

Multiple R 0.495666653      

R Square 0.245685431      

Adjusted R Square 0.15477634      

Standard Error 2177582.671      

Observations 12      

       

ANOVA       

  df SS Ms F Significance F  

Regression 1 1.6989E+13 1.6989E+13 3.582775475 0.087653492  

Residual 11 5.21605E+13 4.7419E+12    

Total 12 6.91496E+13        

        

  Coefficients Standard Error t Stat P Value Lower 95% Upper 95% 

Intercept 0 #N/A #N/A #N/A #N/A #N/A 

Total Turnover X1  8701077.197 4596880.621 1.89282209 0.084976016 -1416588.832 18818743.2 

 

Table 5: Regression Statistics Voluntary Turnover Impact (Year 2015) 

Regression Statistics      

Multiple R 0.133867388      

R Square 0.017920478      

Adjusted R Square 
-

0.072988613      

Standard Error 2410142.337      

Observations 12      

       

ANOVA       

  df SS Ms F Significance F  

Regression 1 1.16595E+12 1.16595E+12 0.20072229 0.663688492  

Residual 11 6.38966E+13 5.80879E+12    

Total 12 6.50626E+13        

       

  Coefficients 
Standard 

Error t Stat P Value Lower 95% 
Upper 
95% 

Intercept 0 #N/A #N/A #N/A #N/A #N/A 

Voluntary Turnover X1  3680309.333 8214601.826 0.448020417 0.66283406 -14399907.38 21760526 

 

27 May 2019, 11th Economics & Finance Conference, Rome ISBN 978-80-87927-56-4, IISES

251https://www.iises.net/proceedings/11th-economics-finance-conference-rome/front-page



Table 6: Regression Statistics Voluntary Turnover Impact (Year 2016) 

Regression Statistics      

Multiple R 0.19118983      

R Square 0.03655355      

Adjusted R Square -0.0543555      

Standard Error 2711137.64      

Observations 12      

       

ANOVA       

  df SS Ms F Significance F  

Regression 1 3.06759E+12 3.06759E+12 0.4173445 0.53280912  

Residual 11 8.08529E+13 7.35027E+12    

Total 12 8.39205E+13        

       

  Coefficients 
Standard 

Error t Stat P Value Lower 95% Upper 95% 

Intercept 0 #N/A #N/A #N/A #N/A #N/A 

Voluntary Turnover X1  4187579.28 6482099.523 0.646022059 0.5315112 -10079425.58 18454584.1 

 

 

Table 7: Regression Statistics Voluntary Turnover Impact (Year 2017) 

Regression Statistics      

Multiple R 0.33810789      

R Square 0.11431694      

Adjusted R Square 0.01431694      

Standard Error 2069503.03      

Observations 11      

       

ANOVA       

  df SS Ms F Significance F  

Regression 1 5.52795E+12 5.52795E+12 1.290720681 0.285261288  

Residual 10 4.28284E+13 4.28284E+12    

Total 11 4.83564E+13        

        

  Coefficients 
Standard 

Error t Stat P Value Lower 95% Upper 95% 

Intercept 0 #N/A #N/A #N/A #N/A #N/A 

Voluntary Turnover X1  5726197.15 5040227.758 1.136098887 0.282408816 -5504130.144 16956524.4 
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