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Abstract:
The high turnover rate in startups has become a significant concern in the modern business
landscape. Understanding the factors that lead to employee churn is crucial for organizations to
develop effective retention strategies and maintain a talented workforce. By focusing on startups
in the Hyderabad city region, this research provides insights into the unique challenges and
opportunities faced by these emerging businesses.This research study aims to explore employee
churn and retention strategies in startups through a case study conducted in the Hyderabad city
region. The objectives of this study are two-fold: first, to investigate the factors contributing to the
high turnover rate among employees in selected startups located in Hyderabad, and second, to
examine the strategies employed by these startups to retain their employees.The research
methodology involves a combination of qualitative and quantitative approaches. Data will be
collected through interviews, surveys, and analysis of existing literature and statistical records.
The selected startups will be chosen based on their industry relevance, growth potential, and
employee turnover patterns.The findings of this study will shed light on the specific causes behind
the high turnover rate among employees in selected startups. Moreover, the research will identify
and analyse the strategies implemented by these startups to retain their employees successfully.
By examining both the contributing factors and retention strategies, this study aims to provide
practical recommendations for startups in Hyderabad and beyond to enhance employee retention
and reduce turnover.
Keywords: Employee Churn Rate, Retention Strategies, Startups etc.
Introduction:
In today's competitive business environment, startups play a vital role in driving innovation,
economic growth, and employment opportunities. However, one significant challenge that startups
often face is the high turnover rate among their employees. Employee churn not only hampers
productivity but also incurs substantial costs associated with recruitment, training, and loss of
valuable knowledge and expertise.Understanding the factors contributing to employee churn and
identifying effective retention strategies are crucial for startups to build a stable and committed
workforce. This research study focuses on exploring employee churn

1672



China Petroleum Processing and Petrochemical Technology

Catalyst Research Volume 23, Issue 2, September 2023 Pp. 1672-1679

and retention strategies in startups through a case study conducted in the Hyderabad city region.
Hyderabad, a thriving hub for startups in India, offers a rich and diverse landscape for examining
the challenges and opportunities faced by these emerging businesses. By studying the factors
contributing to the high turnover rate in selected startups in Hyderabad, this research aims to
uncover the underlying causes and their implications.Furthermore, this study aims to analyze the
strategies implemented by startups in Hyderabad to retain their employees successfully. By
identifying and examining these retention strategies, valuable insights can be gained on how
startups can create an environment that fosters employee loyalty, engagement, and satisfaction.
The research methodology for this study will encompass both qualitative and quantitative
approaches. Interviews and surveys will be conducted with employees, managers, and human
resource professionals to gather firsthand insights into the causes of employee churn and the
effectiveness of various retention strategies. Additionally, existing literature and statistical records
will be analyzed to provide a comprehensive understanding of the research area.The outcomes of
this study have the potential to contribute to the existing body of knowledge on employee churn
and retention strategies in startups. The findings will not only be valuable for startups in the
Hyderabad city region but also for entrepreneurs, managers, and policymakers seeking to
understand and address the challenges associated with employee turnover in startup ecosystems.
By identifying the contributing factors and analyzing effective retention strategies, this research
aims to provide practical recommendations that can help startups enhance employee retention,
reduce turnover, and create a positive and sustainable work environment.Overall, this research
study seeks to shed light on the complex dynamics of employee churn and retention strategies in
startups, with a specific focus on the Hyderabad city region. By doing so, it aims to contribute to
the broader understanding of talent management in the startup ecosystem and assist startups in
building resilient and successful organizations.

Review of Literature:

In their study, Dr. K. Balaji Mathimaran and Prof. Dr. A. Ananda Kumar (2017) highlight the
challenges of meeting employees' needs and ensuring their satisfaction in today's technology-
driven economy. They emphasize that to retain employees, organizations should adhere to the 3 R
principle of employee retention: Recognition, Respect, and Reward.Gupta, N., & Shaw,

J. D. (2014) examined the role of employee turnover in startups and its impact on organizational
performance. They found that high turnover rates in startups can lead to lower productivity,
decreased team cohesion, and hindered growth potential. The study emphasized the need for
startups to implement effective retention strategies to mitigate the negative effects of
turnover.Forray, J. M., & Sanchez, J. 1. (2015) explored the relationship between work-life balance
and employee turnover intentions in startups. The research highlighted the significance of work-
life balance initiatives in reducing turnover intentions among startup employees. They emphasized
the importance of promoting flexibility, supporting work-life integration, and creating a positive
work environment.Hsu, Y., & Wang, Y. (2016) conducted a study on the impact of job satisfaction
and organizational commitment on employee turnover intentions in startups. The findings
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indicated that higher levels of job satisfaction and organizational commitment were associated
with lower turnover intentions. The study suggested that startups should focus on enhancing job
satisfaction and fostering a sense of commitment to reduce turnover.Cebrian, G., & Sénchez, J. 1.
(2017) investigated the influence of leadership style on employee turnover intentions in startups.
The study revealed that transformational leadership, characterized by inspiration, intellectual
stimulation, and individual consideration, was associated with lower turnover intentions among
startup employees. It emphasized the importance of effective leadership in retaining employees in
the startup context.Chatterjee, S. R., & Purohit, H. (2018) examined the impact of organizational
culture on employee turnover in startups. The research highlighted that a positive and supportive
organizational culture, characterized by strong values, shared vision, and employee empowerment,
can contribute to lower turnover rates. The study suggested that startups should foster a culture
that aligns with employee values and promotes engagement and commitment.According to Andrea
V Lewis and Dr. A. H. Sequeira (2017), having an effective employee retention system is an
absolute necessity for any organization and cannot be ignored. Developing, implementing, and
executing such systems require genuine commitment from management, especially corporate-level
administrators. They argue that this investment will yield significant long-term benefits.Anjali
Kunampurat Paul and Dr. Theresa Nithila Vincent (2018) point out the major challenges faced by
startups in retaining their employees. These challenges include the absence of a proper system,
lack of awareness, a complex employee engagement system, misunderstandings, failure to address
employee needs, external threats, diversity factors, and limited resources for employee
compensation and benefits.

Research Problem:

Employee turnover is a persistent challenge for startups, with rates ranging from 50% to 80% as
these organizations initially struggle to establish themselves. During this period, employees
experience significant pressure within the startup environment, often with limited expectations of
financial benefits. Nowadays, retaining employees has become a critical issue for companies,
particularly for startups aiming to retain their workforce for longer durations. Startup teams invest
substantial effort in building the organization, and team members develop strong connections
throughout the company. If these employees cannot be retained, the organization faces numerous
challenges. Therefore, startup companies must implement employee retention strategies to
effectively retain their workforce.

Objectives of the Study:

1. To investigate the factors contributing to the high churn rate among employees in selected
startups located in Hyderabad.

2. To examine the strategies employed by selected startups in Hyderabad to retain their
employees.

Hypotheses:

HO1: There is no significant difference is found in various employee retention strategies adopted
by select startups in Hyderabad with respect to AGE OF START-UP, SIZE OF OPERATIONS,
EXIT INTERVIEW, RATE OF RETENTION
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HO02: There is no significant difference is found in various reasons for employee churn
implementing by select startups in Hyderabad with respect to GENDER, EMPLOYEE POSITION,
SALARY, and EDUCATION.

Research Methodology:

A structured interview methodology was utilized to gather primary data from a specific group of
startups. The sample consisted of 15 startup companies based in Hyderabad, all of which were less
than 3 years old. The sampling technique employed was convenient non-random sampling. To
collect responses from the participants, a Likert's 5-point rating scale was utilized. The
questionnaire included a total of 30 questions, encompassing areas such as company profiles,
factors contributing to employee turnover, and employee retention strategies. For data analysis,
descriptive statistics and a T-test were conducted using SPSS software.

Data Analysis and interpretation:

A. Employer Opinion Analysis:

Age of the Start-up Scale of Operations

Years Frequency Percent Size Frequency Percent
1Year 8 50.0 Micro Scale 2 12.5

2 Years 3 18.8 Small Scale 4 25.0

3 Years 4 25.0 Medium Scale 9 56.3
Total 15 93.8 Total 15 93.8

Based on the provided table, it is evident that among the observed companies, there are 8 that have
been in existence for 1 year, 3 companies with a 2-year history, and 4 companies that have reached
the 3-year mark. Additionally, the table illustrates the operational sizes of these companies.
Specifically, there are 2 companies categorized as micro-scale operations, 4 companies classified
as small-scale operations, and 9 companies characterized as medium- scale operations.

Total Employees Exit Interview

No. Employees Frequency Percent Conducted | Frequency | Percent
Below 50 Employees 5 33.3 No 1 6.3

50 to 100 Employees 4 26.7 Yes 14 87.5
Above 100 Employees |6 40.0 Total 15 93.8
Total 15 100.0

The provided table provides information about the employee count in startup companies and the
percentage of companies that conducted exit interviews. It indicates that among the observed
companies, there are 5 companies with less than 50 employees, 4 companies with 50 to 100
employees, and 6 companies with more than 100 employees. Regarding exit
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interviews, the data reveals that out of the 15 companies, 14 conducted exit interviews, while 1
company did not conduct them.
HO1: There is no significant difference is found in various employee retention strategies
adopted by select start-ups in Hyderabad with respect to AGE OF START-UP, SIZE OF
OPERATIONS, EXIT INTERVIEW, RATE OF RETENTION

ANOVA -[ ANOVA -[ ANOVA -
Employee ANOVA-AGE (g17E OF EXIT RATE OF
Retention OF START-UP | pERATIONS | INTERVIEW | RETENTION
Strategies F Sig. | F Sig. F | Sig. F | Sig

Hire really good

people 1.295 310 | 1.428 278 .879 366 913 .608

Pay your team

fairly 1.425 279 | 2.074 168 | 15.646| .002 | 11.145| .036

Create a great
culture for your
team

174 483 185 .833 .607 450 1.630 | .380

Give your great
team exciting

.675 528 1.989 .179 17.474| .001 1.036 .556
work to do

Get rid of any
brilliant jerks

) 1.471 268 224 .802 010 923 .140 994
you’ve hired.

Train  managers

intensively .803 470 | 1.028 387 .500 492 1.044 | .553

Encourage
employees to

) 4.529 .034 120 .888 1.064 321 1.953 | .318
keep growing

Show

appreciation | 11153 | 348 | 1947 | 185 | 12820 003 | 2.145 | .288

Promote

company bonding .048 954 | 154 .859 .809 385 1.600 | .386

Age of Start-Up:No significant difference was found in employee retention strategies among
startups based on the age of the company, except for the factor "Encourage employees to keep
growing" where a significant difference was observed.Size of Operations:No significant difference
was found in employee retention strategies among startups based on the size of operations for any
of the factors examined.Exit Interview:Significant differences were found in employee retention
strategies for the factors "Pay your team fairly," "Give your great team exciting work to do," and
"Show appreciation." In these factors, the retention strategies adopted by startups varied
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significantly based on exit interviews.Rate of Retention:No significant difference was found in
employee retention strategies among startups based on the rate of retention, except for the factor
"Pay your team fairly" where a significant difference was observed.

In summary, while there were some significant differences observed in employee retention
strategies based on factors such as encouraging employee growth, exit interviews, and fair
compensation, the overall findings indicate that there is no significant difference in various
employee retention strategies adopted by the select startups in Hyderabad based on the age of the
start-up, size of operations, and overall rate of retention
HO02: There is no significant difference is found in various reasons for employee churn
implementing by select start-ups in Hyderabad with respect to GENDER, EMPLOYEE
POSITION, SALARY, and EDUCATION

ANOVA -
ANOVA - ANOVA - | ANOVA -
EMPLOYEE
REASONS FOR | GENDER POSITION | SALARY | EDUCATION
EMPLOYEE CHURN
F Sig. F Sig. F Sig. F Sig.
Minimum Wage 028 | 867 | .109 | 742 | 1.084| 394 | 573 | .567

Style of Management 094 | 760 | .025 | 874 | 1.272| .232 352 705

Organisation Culture 238 | 627 | 1.101| .298 | 1.335| .192 627 537

Employee Personalities | 2.016| .160 | 423 | 518 | 1.823 | .037 313 132

Perks and Rewards .687 410 611 437 1.274 | 231 348 707

Talent Mismatch 078 | 781 | 187 | .666 | 1.187 | .298 5.161 | .008

Employee Motivation 3.380| .070 | .117 | .734 740 | 787 .065 937

Fun Working

Environment 653 | 422 319 | 574 | 806 | .712 | 3.384 | .039

Here is the summary of the ANOVA results for each factor and its significance based on different
variables:Gender:No significant difference was found in various reasons for employee churn
among startups in Hyderabad based on gender for any of the factors examined.Employee
Position:No significant difference was found in various reasons for employee churn among
startups in Hyderabad based on employee position for any of the factors examined.Salary:Except
for the factor "Employee personalities," no significant difference was found in various reasons for
employee churn among startups in Hyderabad based on salary.Education:Except for the factors
"Talent Mismatch" and "Fun Working Environment," no significant difference was found in
various reasons for employee churn among startups in Hyderabad based on education.
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In summary, the overall findings suggest that there is no significant difference in the reasons for
employee churn among startups in Hyderabad based on gender, employee position, salary, and
education, except for the factors "Employee personalities," "Talent Mismatch," and "Fun Working
Environment." These factors showed a significant difference in employee churn based on salary
and education levels.

Findings:

In summary, the analysis of select startups in Hyderabad reveals several key findings. The average
churn rate among these startups exceeds 40%, while the average retention rate stands at 39.4%. To
address employee turnover, these startups employ various strategies, including hiring talented
individuals, fair compensation practices, fostering a positive team culture, providing exciting work
opportunities, intensive managerial training, encouraging employee growth, showing appreciation,
and promoting company bonding. The implementation of the "Encourage employees to keep
growing" strategy differs based on the age of the startup. Size of operations does not significantly
impact employee retention strategies. During exit interviews, startups consistently focus on hiring
talented individuals, fostering a positive team culture, eliminating disruptive personnel, providing
managerial training, encouraging growth, and promoting company bonding. However, variations
exist in strategies related to fair compensation, providing exciting work opportunities, and showing
appreciation. Employee churn is influenced by factors such as minimum wage, management style,
organizational culture, employee personalities, perks and rewards, talent mismatch, employee
motivation, and the fun working environment. Gender and employee position do not significantly
affect the reasons for employee churn. However, a significant difference is found in the "Employee
personalities" factor for employee churn concerning salary.

Suggestions:

In order to enhance employee retention in startups, several key recommendations are put forth.
Firstly, it is crucial to hire individuals who are a good fit for the company, aligning with its values
and culture. This ensures a harmonious and cohesive work environment. Additionally, it is
important to keep employee compensation and benefits in line with current industry trends to
attract and retain top talent. Promoting a culture of generosity and gratitude among employees
fosters a positive and supportive atmosphere. Recognizing and rewarding employees for their
achievements not only boosts morale but also strengthens employee loyalty and engagement.
Prioritizing employee happiness within the workplace is highly encouraged, as it creates a positive
and productive environment. Offering flexible work schedules allows employees to effectively
manage their personal and professional lives, reducing stress and improving work-life balance.
Understanding employees' personalities and assigning work and rewards accordingly enhances job
satisfaction and motivation. Lastly, conducting meaningful exit interviews goes beyond mere
formality, enabling organizations to gain insights into the exact reasons for employee departures
and make necessary improvements.
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Conclusions:

Minimizing employee turnover should be a top priority for every business. Experts suggest that
the cost of recruiting, hiring, and training a replacement can amount to double an employee's

salary. Moreover, high turnover can lead to decreased morale among remaining employees,

reduced productivity, and challenges in attracting new talent. Therefore, it is crucial to prioritize

the retention of motivated and engaged employees for the overall success of the organization.

Implementing an effective employee retention program helps ensure that valuable workers remain

employed, while simultaneously fostering a conducive work environment that sustains and
enhances performance and productivity.
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