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Introduction:

Employee turnover is a critical issue facing organizations across various sectors. It refers to the rate at
which employees leave a company and are replaced by new hires. This phenomenon can be voluntary,
where employees choose to leave for various reasons such as better opportunities or workplace
dissatisfaction, or involuntary, where employees are terminated due to performance issues or
organizational restructuring. High turnover can disrupt organizational performance, increase costs, and
impact employee morale. The repercussions of turnover extend beyond the immediate loss of talent;
they can lead to a decline in team cohesion, reduced productivity, and a negative impact on
organizational culture. Moreover, the financial implications are significant, encompassing recruitment,
training, and onboarding costs, which can strain resources, especially in competitive markets.
Understanding the dynamics of turnover and its implications for organizational performance is

essential for developing effective human resource strategies.

In the context of Saudi Arabia, the service sector has been experiencing notable turnover rates, driven
by factors such as economic fluctuations, shifts in employee expectations, and the globalization of labor
markets. As organizations strive to adapt to these changes, comprehending the underlying causes and
effects of turnover becomes imperative. This study seeks to delve into these complexities, exploring
how turnover influences organizational performance and identifying strategies that can mitigate its

adverse effects.

Problem Statement

Despite the recognition of employee turnover as a significant factor influencing organizational
performance, many organizations lack a comprehensive understanding of its impacts. High turnover
rates can lead to a cycle of instability, where the continuous departure of employees results in a loss of

institutional knowledge and expertise. This can create a vacuum in leadership and operational

continuity, ultimately hindering the organization’s ability to achieve its strategic goals. Additionally, the

costs associated with turnover are not only financial but can also include diminished employee morale
and engagement, as remaining staff may feel overburdened by increased workloads and uncertainty

about the organization's direction.

Furthermore, the lack of effective retention strategies can exacerbate turnover rates, creating a situation

where organizations are perpetually in a state of recruitment. This cycle not only affects short-term




performance but can also hinder long-term growth and sustainability. Therefore, this study aims to
explore the relationship between employee turnover and organizational performance, providing
insights that can help organizations mitigate turnover-related challenges and develop more robust

retention strategies.

Significance of this Study

This research is significant for several reasons:

Practical Implications: Findings will provide actionable insights for HR practitioners to

develop strategies that reduce turnover and enhance performance.

Theoretical Contribution: The study will contribute to the existing literature by providing a

nuanced understanding of the relationship between turnover and performance.

Organizational Development: Insights from this study can inform organizational policies and

practices, leading to improved employee retention and overall performance.

Research Objectives

To examine the impact of employee turnover on organizational performance.

2. Toidentify the factors contributing to employee turnover in organizations.

3. Toexplore the relationship between turnover rates and key performance indicators (KPls)

within organizations.

Research Questions

How does employee turnover affect organizational performance?
2. Whatare the primary factors influencing employee turnover?

3. Whatis the relationship between turnover rates and key performance indicators of

organizational performance?




Study Hypotheses

H1: High employee turnover negatively impacts organizational performance.

H2: Factors such as job satisfaction, organizational culture, and compensation significantly

influence employee turnover rate.

H3: There is a significant relationship between turnover rates and organizational KPIs such as

productivity and profitability.

Previous Study

Recent studies have shown a correlation between employee turnover and organizational performance,
particularly in the context of Saudi Arabia. Research indicates that high turnover rates can lead to
increased recruitment and training costs, decreased productivity, and reduced employee engagement,
ultimately affecting profitability and stability within the industry. For example, a study conducted by
Kasa et al. (2025) highlighted that the banking sector in Saudi Arabia is particularly vulnerable to
turnover due to competitive job offers and a lack of career development opportunities. This study

found that organizations facing high turnover not only experienced direct costs associated with hiring

and training new employees but also suffered from a decline in customer service quality and

operational efficiency.

Additionally, factors such as job dissatisfaction, insufficient compensation, and inadequate
organizational support have been identified as significant contributors to turnover intentions among
employees in Saudi organizations. Research by Hamza et al. (2021) emphasizes the importance of
recruitment and selection processes in shaping employee retention. Their findings suggest that
organizations that implement thorough and strategic hiring practices can better align employee
expectations with organizational culture, thereby reducing turnover rates. However, despite these
insights, there remains a lack of consensus on the specific mechanisms through which turnover impacts
performance, highlighting the need for further investigation tailored to the unique context of Saudi

Arabia.

This proposal outlines the importance of understanding the impact of employee turnover on
organizational performance and sets the stage for a comprehensive study that can guide organizations

in improving retention strategies and enhancing overall performance.




Theoretical Foundations of the Study

This study will be grounded in several theoretical frameworks:

Human Capital Theory: Suggests that employees are valuable assets whose knowledge and

skills contribute to organizational performance.

Social Exchange Theory: Explains how employee perceptions of fairness and reciprocity

influence their decision to stay or leave an organization.

Job Demand-Resources Model: Highlights the balance between job demands and resources

as a factor in employee turnover.

Methodology

This study will adopt a mixed-methods approach, combining quantitative and qualitative research

methods.

Phase 1: Quantitative Research

e Sample: Asurvey will be conducted with employees from various industries in Saudi Arabia to

gather data on turnover rates and performance metrics.

Data Analysis: Statistical analysis will be performed using regression models to assess the

relationship between turnover and performance.
Phase 2: Qualitative Research

Interviews: In-depth interviews with HR managers in Saudi organizations will be conducted to

gain insights into turnover factors and organizational strategies.

e Thematic Analysis: Qualitative data will be analyzed to identify common themes related to

employee turnover.

Study Tools

Surveys: Online questionnaires to collect quantitative data from employees.
2. Interview Guides: Structured guides for conducting interviews with HR managers.

3. Statistical Software: for data analysis.




Study Boundaries

This study will focus on organizations within the service sector in Saudi Arabia, as they typically
experience higher turnover rates. The research will be limited to employees and HR managers in these

organizations, providing insights relevant to this specific context.

Limitations of the Study

Geographical Scope: The study will be limited to the service sector in Saudi Arabia, which may
not reflect turnover dynamics in other sectors or countries, limiting the generalizability of the

findings.

Self-Reported Data: The reliance on self-reported data from employees may introduce bias, as
participants may provide socially desirable responses rather than accurate reflections of their

experiences.

Cross-Sectional Design: The cross-sectional nature of the survey may limit the ability to

establish causal relationships between turnover and organizational performance.

Sample Size and Diversity: The sample may not capture the full diversity of experiences
across different organizations, potentially overlooking unique factors influencing turnover in

specific contexts.
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