
IJSRESSD |page 64

Effect of Employee Turnover on Organisational 
Effectiveness in the Pharmaceutical Industry in South-West, 
Nigeria

1 2 3
Amadi - Okocha, Mary, Ajayi, Modupe O., Ayedun, Taiwo A., &
4 Okhankhuele, Omonigho T.

1&2Department of  Project Management Technology, School of  Logistics & Innovation Technology,
3Department of  Entrepreneurship, School of  Logistics & Innovation Technology,
4Department of  Business Information Technology, School of  Logistics & Innovation Technology,
The Federal University of  Technology, Akure

Article DOI: 10.48028/iiprds/ijsressd.v6.i1.06

A b s t r a c t

 

mployee turnover remains a significant challenge to organisational 

Eeffectiveness in Nigeria's knowledge-intensive and regulated sectors, 

notably the pharmaceutical industry. This study investigates the impact 

of  employee turnover on organisational effectiveness among six pharmaceutical 

firms in Lagos and Ogun States, using survey data from 545 employees out of  a 

population of  4,412. Employing descriptive and inferential analyses, results 

indicate that turnover significantly and negatively affects organisational 

effectiveness (β = 0.38, R² = 0.61, p < 0.000). High turnover disrupts production 

efficiency, increases error rates, compromises product quality through GMP 

non-compliance, and weakens customer satisfaction and loyalty. The findings 

highlight that employee turnover transcends a human resources concern, posing 

a strategic threat to organisational performance and sustainability. The study 

recommends retention strategies focused on career development, competitive 

compensation, and a strong organisational culture to promote stability and long-

term effectiveness within Nigeria's pharmaceutical sector.
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Background to the Study

In the Nigerian pharmaceutical industry, employee turnover presents a significant concern for 

organisational effectiveness. Nigerian pharmaceutical companies in Lagos and Ogun States, 

the nation's pharmaceutical production centres, are heavily dependent on technical experts 

with specialised skill sets, such as production chemists, microbiologists, and quality assurance 

officers, to oversee the manufacturing processes, ensure product quality, customer 

satisfaction, and maintain compliance with Good Manufacturing Practice (GMP) standards. 

The rate of  exit of  key workforce in the pharmaceutical industry in Nigeria has led to 

knowledge transfer gaps, reduced compliance capacities, and prolonged production times 

(Nguyen & Malik, 2021). 

It has been identified that over 5,000 pharmaceutical chemists left the country between 2017 

and 2023 alone, often in search of  better pay, career advancement, and institutional support 

(Usifoh, 2023). The resulting direct and indirect turnover costs on pharmaceutical 

organisations include financial outlays and production setbacks. Financially, the turnover of  

skilled employees in developing economies has been associated with replacement costs of  

50–150% of  an employee's annual salary, due to the time lag for recruiting, onboarding, and 

training new hires (Kumar & Narayan, 2022). Operational losses of  turnover have also been 

estimated to be up to 18% higher due to batch variation, as well as delays in production times, 

which compromise quality and organisational dependability (Eisenberg-Guyot, Moen, Fan, 

Wyse & Schmitz, 2021; Haque, Fernando, & Caputi, 2021).

Workforce instability also aggravates existing capacity shortages. Nigeria has over 115 

licensed pharmaceutical manufacturers in both Lagos and Ogun states, but consistently 

produces less than 30% of  the country's drug needs, with volatile production schedules often 

attributed to chronic attrition and personnel scarcity (NIPRD, 2024). In the competitive and 

strictly regulated pharmaceutical market, high turnover rates affect the organisational 

effectiveness of  pharmaceutical firms by weakening their product consistency, compliance 

rates, and consumer confidence. The construct of  turnover has been widely researched in the 

human resource management literature. However, in the context of  the Nigerian 

pharmaceutical industry, most studies focus on turnover intention or general satisfaction 

measures without linking them to sector-specific outcomes, such as regulatory compliance 

failures, product quality issues, or operational inefficiencies (Omoniyi & Onifade, 2020). In 

knowledge-intensive and heavily regulated fields like pharmaceuticals, this dearth of  evidence 

on employee turnover and organisational performance presents a need for industry-specific 

research to understand the implications of  high attrition rates on organisational effectiveness. 

The Pharmaceutical industry is one of  the world's most profitable business sectors, 

contributing between 7% and 10% to the Gross Domestic Product (GDP) of  the top 10 

economies globally (Kumar, Mohanty, Narayan, & Vadera, 2020). The global pharmaceutical 

market has experienced significant growth over the past two decades, with pharmaceutical 

revenue worldwide totaling $1.42 trillion (Mikulic, 2022). According to Pistilli (2022), the 

pharmaceutical market has a global presence, with the United States of  America (USA) and 

Europe being the world's largest markets. Areas like China and India have seen growth in 
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recent years, but the pharmaceutical industries in the USA and Europe continue to lead in 

terms of  consumption and development. The five most prominent pharmaceutical companies 

in the world, ranked by market capitalization, are Johnson & Johnson, Roche Holding, Pfizer 

Pharmaceuticals, Novo Nordisk, and Eli Lilly (Pistilli, 2022).  Thus, this study aims to 

examine the influence of  employee turnover on organisational effectiveness in 

pharmaceutical manufacturing companies in South-Western Nigeria, with a focus on product 

quality, compliance, operational efficiency, and customer satisfaction in relation to 

organisational effectiveness. The study contributes empirical evidence to the current state of  

HR practice and organisational effectiveness in the Nigerian pharmaceutical sector.

Literature Review

Employee turnover is the process by which employees leave a company, whether voluntarily 

or involuntarily (Nguyen & Malik, 2020). Turnover has been recognised for a long time as one 

of  the most expensive and disruptive human resources issues companies face across all 

industries (Hom, Lee, Shaw, & Hausknecht, 2021). The costs of  turnover are not only the 

direct expenses of  finding and onboarding a replacement employee, but the indirect impacts 

of  the loss in productivity, disruption of  workflow, and loss of  organisational memory 

(Hancock, Allen, Bosco, McDaniel, & Pierce, 2019). In a highly regulated industry like 

pharmaceuticals, the impacts of  turnover extend not only to these costs but also to 

compliance, product quality, and customer trust.

Organisational Effectiveness (OE) has been given adequate attention in management 

research, typically understood as a multidimensional concept encompassing various 

performance, financial, and non-financial outcomes, as well as process- and input-based 

outcomes (Cameron & Whetten, 2020). According to Anderson and Brown (2022), 

organisational effectiveness in the pharmaceutical sector is heavily influenced by the quality 

of  leadership, organisational culture, and the ability to innovate. Researchers have often 

equated the OE of  an organisation with its financial performance. However, in recent decades, 

OE research has increasingly acknowledged the multiple dimensions and different 

perspectives of  effectiveness, as well as its contingency on an organisation's goals and external 

environment. OE has recently been viewed as "the extent to which an organisation can 

provide its products and services with the desired level of  quality and quantity, with efficiency, 

to its key stakeholders, and to sustain such ability over time, through the best use and 

configuration of  its resources, processes, structure, and people." (Sihag, Pathak, & Gupta, 

2023) Scholars typically group them into three general areas. (Haque et al., 2021) identified 

the extent to which an organisation achieves the goals that it has stated for itself, including 

efficiency goals such as meeting production targets and quality goals such as compliance with 

a regulatory standard. 

The concept of  organisational effectiveness is typically understood to mean the degree to 

which firms achieve their strategic objectives and benchmarks for operating efficiently, 

producing high-quality products, and ensuring stakeholder satisfaction (Sihag et al., 2023). 

For the pharmaceutical industry, it can also be based on reliable and consistent production 

processes that adhere to GMP standards, making it possible to deliver safe and high-quality 
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medicine to end-users (PMG-MAN 2023). A high attrition rate poses a significant threat to all 

these objectives in multiple ways. In addition, Kossek, Hammer, and Thompson (2020) 

measure effectiveness as the organisation's ability to "persist and keep its internal processes, 

systems, and employee commitment and knowledge flows functioning properly," while 

Alzoubi, Ahmed, and Alshurideh (2022) evaluate the organisation's effectiveness by "external 

constituencies' or stakeholders' judgments about the organisation's success in various aspects," 

including customers, financial analysts, regulators, and industry associations. Thus, OE in a 

pharmaceutical setting can be conceptualised as a measure of  the organisation's ability to 

achieve its stated goals, including the production and delivery of  high-quality medications, 

maintaining efficient and compliant operations, and gaining and retaining the trust and 

satisfaction of  its customers and patients. 

Empirical Literature

Empirically, Girish and Rao (2017) examined the impact of  internal mobility on 

organisational performance. The study utilised linear probability and descriptive statistics 

measured through ANOVA, revealing that individual movement negatively affects firm 

performance, particularly when professionals move and become competitors. The study 

suggested that employee mobility and firm performance are interlinked, and companies 

should look inward to stem staff  mobility to enhance performance. Seung-Ho An (2019) also 

conducted an empirical study on the effects of  voluntary, involuntary, and absolute turnover 

rates on organisational performance. Using data from Florida school districts, the study found 

that involuntary turnover has an inverted U-shaped relationship with organisational 

performance, initially positive and then negative. However, the relationship between 

voluntary turnover and organisational performance remained inconclusive. The findings also 

highlighted that absolute turnover rates could mask the complex impacts of  different types of  

turnovers on organisational performance.

Employee engagement continues to be a key predictor of  organisational effectiveness. A meta-

analysis by Knight, Patterson, Dawson & Brown (2020) confirmed that engaged employees 

are more productive, exhibit higher levels of  creativity, and are less likely to leave the 

organisation. The study also found that engagement has a positive impact on customer 

satisfaction, which in turn boosts financial performance. Additionally, organisational culture 

remains a significant determinant of  effectiveness, as indicated by a study carried out by 

Chatman and O'Reilly (2021). They found that cultures that emphasise adaptability, mission 

clarity, and employee involvement strongly correlate with improved organisational outcomes. 

The research suggests that a strong, positive culture enhances employee satisfaction, drives 

productivity and innovation, and contributes to overall effectiveness. Strategic Human 

Resource Management (SHRM) is increasingly recognised as vital to organisational 

effectiveness. In addition, a study carried out by Boxall and Purcell (2021) demonstrated that 

aligning HR practices with organisational goals enhances employee performance and 

organisational outcomes. The research highlighted the importance of  continuous learning, 

development programs, and performance management systems in fostering a high-

performance culture. The integration of  technology in organisational processes has a 

profound impact on organisational effectiveness.  Moreover, the integration of  technology in 
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organisational processes has a profound impact on effectiveness. A study by Brynjolfsson, 

Rock, and Syverson (2020) examined the benefits of  digital technologies, including artificial 

intelligence (AI) and machine learning, in improving decision-making, operational efficiency, 

and customer engagement. Their findings stated that organisations that effectively leveraged 

these technologies were better positioned to achieve sustainable success.

Theoretical Framework

This study draws on two theoretical frameworks, Human Capital Theory and Social Capital 

Theory, which offer insights into employee mobility and organisational productivity. Human 

Capital Theory was first coined by Becker in 1964. Becker was the first to argue that employees 

are critical organisational assets and that the knowledge, skills, and experience employees 

possess are key determinants of  organisational productivity and effectiveness. When 

employees leave, organisations suffer productivity losses and experience skill gaps, knowledge 

loss, and disruptions to training and recruitment, which are expensive to resolve. Recently, 

COVID-19 has influenced employee turnover, which has been costly in terms of  

organisational learning and operational performance, especially in knowledge-intensive and 

high-innovation organisations (Kossek, Valcour, & Lirio, 2020; Choudhury, Starr, & Agarwal, 

2021).

In addition, Social Capital Theory emphasizes the importance of  relationship networks, trust, 

and shared norms in fostering collective action and knowledge flow within an organization, 

which is invaluable in streamlining tasks and processes. As noted by Obum, Kelana, and 

Rahim (2023), social capital binds resources and facilitates the flow of  communication, the 

spirit of  innovation, and collaborative productivity. Employee turnover weakens the 

established social networks, trust, collaboration, and cohesion on which the organisation 

relies. This results in a loss of  social and human capital, which hinders the flow of  strategic 

knowledge and alignment within the organisation, thereby decreasing organisational 

effectiveness. As evidenced by the aforementioned theories, the loss of  turnover impacts the 

organisation on two fronts: at the individual level, human capital is lost, while on the 

relationship side, social capital is lost. This is even more relevant to knowledge work, regulated 

industries, and those tasks that require a lot of  coordination and collaboration to maintain 

organisational effectiveness.

Methodology

A survey research design was adopted for this study, utilising a quantitative survey approach to 

assess the impact of  employee turnover on organisational effectiveness within pharmaceutical 

manufacturing firms in Nigeria. The focus was on six registered pharmaceutical 

manufacturing companies located in Lagos and Ogun States in South-West Nigeria. The 

selected design enabled the collection of  data from 545 respondents, representing a population 

of  4,412 employees in the study area. Questionnaires were distributed to a cross-section of  the 

workforce, including production workers, quality assurance personnel, regulatory 

compliance officers, and administrative staff, with a response rate of  84%. The responses to 

the items were recorded on a 5-point Likert scale, with options ranging from 1 ("strongly 

disagree") to 5 ("strongly agree"). Construct reliability was tested through internal consistency 
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measures, with Cronbach's alpha values for all scales exceeding the recommended threshold 

of  0.70 for acceptability (Nunnally & Bernstein, 1994). Descriptive and inferential data 

analysis were carried out using Statistical Package for the Social Sciences (SPSS) version 26.0 

Results and Discussion

The demographic characteristics of  respondents indicate that the workforce of  the sampled 

pharmaceutical firms is predominantly composed of  young to mid-career professionals. 

Employees within the 31–40 age bracket (43%) are the most prevalent, and a significant 

proportion of  respondents have a tenure of  6–10 years (40%). This observation suggests that 

mid-career professionals are fulfilling essential technical and regulatory functions, rendering 

their departure particularly disruptive to organisational stability. Educational attainment is 

notably high, with 62% of  the workforce holding bachelor's degrees, signifying a specialised 

and proficient employee base.

Table 1: Demographic Characteristics of  respondents

Source: Field Survey, 2025

Pearson's correlation analysis revealed a significant correlation between employee turnover 

and organisational effectiveness (r = 0.64, p < 0.000). This correlation was consistently 

observed across the three dimensions of  organisational effectiveness, operational efficiency, 

product quality, and customer outcomes, thereby reaffirming that turnover undermines both 

internal processes and the perceptions of  external stakeholders.

Table 2: Relationship between ET and OE

Source: Field Survey, 2025

Empirical findings indicated a significant correlation between employee turnover and 

organisational effectiveness, as assessed by compliance with Good Manufacturing Practices 

Variable  Category  Frequency  Percentage  
Gender

 
Male

 
344

 
52.0%

 

 
Female

 
317

 
48.0%

 Age (years)

 
21–30

 
185

 
28.0%

 

 

31–40

 

285

 

43.0%

 

 

41–50

 

125

 

19.0%

 

 

51+

 

66

 

10.0%

 
Education

 

Diploma/OND/HND

 

159

 

24.0%

 

 

Bachelor's

 

410

 

62.0%

 

 

Postgraduate

 

92

 

14.0%

 

Tenure

 

<5 years

 

231

 

35.0%

 

 

6–10 years

 

265

 

40.0%

 

 

>10 years

 

165

 

25.0%

 

 

Variables

 

Employee Turnover

 

Organisational Effectiveness

 

Employee Turnover

 

1

  

Organisational Effectiveness

 
0.64**

 
1

 

Note:
 

p < 0.000 (2-tailed). N = 545.
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(GMP) and the consistency of  products. Elevated turnover rates were associated with 

fluctuations in production quality standards and an increased occurrence of  non-compliance 

incidents. These findings resonate with the research conducted by Haque, Fernando, and 

Caputi (2021), who established a connection between employee turnover and failures in GMP, 

as well as instances of  product recalls. The Nigerian pharmaceutical sector, which meets less 

than 30% of  the national drug demand (NIPRD, 2024), is ill-equipped to tolerate such 

disruptions. Lapses in product quality not only compromise the credibility of  the organisation 

but also pose a risk to public health. The framework of  Social Capital Theory elucidates this 

phenomenon, positing that the erosion of  team cohesion impairs the transfer of  tacit 

knowledge, which is indispensable for upholding compliance with both technical and 

regulatory frameworks.

Multiple regression analysis was conducted to investigate the impact of  employee turnover on 

product quality in the pharmaceutical industry and customer satisfaction. It was found that (β 

= 0.38, R² = 0.61, p < 0.000) accounted for 61% of  the variance in employee turnover. 

Although other variables also exert influence on effectiveness, this proportion is considerable 

within a multifactorial industry context. Regression coefficients indicated that elevated 

turnover rates were correlated with production delays, extended cycle times, and increased 

error rates. This finding is consistent with global evidence suggesting that high attrition rates 

prolong production cycles and heighten compliance risks (Eisenberg-Guyot et al., 2021).

The research indicated that employee turnover harmed customer satisfaction. Participants 

indicated that variations in product quality and delivery schedules eroded trust and 

diminished repeat business. Regression analyses corroborated that customer outcomes were 

significantly influenced by turnover rates, underscoring the ramifications of  workforce 

instability on customer-facing variables. This issue is particularly troubling in business-to-

business contexts, such as contract manufacturing, where dependability is of  utmost 

importance. Akpan and Musa (2022) contended that clients in such sectors are prone to 

rapidly switch suppliers in response to inconsistencies in quality or supply, a trend that is 

evident within the Nigerian context.

Contributions, Policy Implications, and Conclusion

This investigation advances the discourse on turnover within academic literature by 

empirically associating it with performance indicators related to compliance in a regulated 

industry. Previous studies in Nigeria predominantly focused on turnover intentions; this 

research elucidates quantifiable outcomes pertinent to organizational effectiveness. 

Pharmaceutical managers must reconceptualise their turnover reduction as a strategic 

performance imperative rather than a mere human resource issue. Investments aimed at 

enhancing retention strategies, particularly for mid-career professionals, can directly elevate 

product quality and operational reliability. The instability of  the workforce significantly 

contributes to Nigeria's chronic underproduction, with less than 30% of  domestic demand 

being fulfilled. Consequently, addressing turnover emerges as both an organisational necessity 

and a national developmental imperative.
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Conclusively, this research examined the impact of  employee turnover on organisational 

effectiveness within the Nigerian pharmaceutical sector, with a focus on pharmaceutical 

companies situated in Lagos and Ogun States. Through the application of  correlation and 

regression analyses, the study demonstrated that employee turnover exerts a substantial and 

adverse influence on organisational effectiveness, accounting for 61% of  its variance. 

Employee turnover disrupted production schedules, prolonged cycle durations, and 

heightened process inaccuracies. Such inefficiencies directly compromise firms' capacity to 

fulfill regulatory and market obligations. Workforce instability led to increased variability in 

production outcomes and diminished compliance with good manufacturing practices (GMP). 

This not only diminishes organisational reputation but also poses significant risks to patient 

safety in an industry where reliability is paramount. ET adversely affected customer 

satisfaction and loyalty through inconsistent supply and quality. In highly competitive 

markets, such deficiencies erode trust and jeopardize long-term viability.

The findings contribute to the existing body of  literature by illustrating that turnover within 

regulated, knowledge-intensive sectors incurs repercussions that extend beyond financial 

implications, encompassing the Nigerian context, where domestic pharmaceutical 

production consistently fails to meet national demand. Within this context, turnover 

exacerbates dependence on imports and undermines local capacity. The practical implications 

of  this study are that the pharmaceutical managers must implement proactive retention 

strategies, particularly for mid-career professionals, whose exit incurs the most substantial 

operational costs. Investments in career advancement, competitive compensation, and a 

robust organisational culture can alleviate the adverse effects of  turnover and bolster 

resilience. Policy implications also become apparent, as the stabilization of  the 

pharmaceutical workforce is crucial for realizing Nigeria's broader healthcare and industrial 

policy objectives. Mitigating turnover is not solely a corporate issue but a national imperative 

for the preservation of  drug security and the enhancement of  public health. Future research 

should adopt longitudinal and cross-sectoral methodologies to elucidate causal pathways and 

evaluate how retention interventions influence organisational outcomes over time.
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