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Abstract: 

Employee absenteeism has emerged as a critical challenge in organizational productivity and financial 

performance. This study investigates the impact of employee absenteeism on organizational profit by 

analyzing primary data collected from 120 employees across manufacturing firms in Andhra Pradesh, 

India. The results reveal a significant negative relationship between absenteeism rates and organizational 

profit. Regression analysis shows that absenteeism accounts for 38.4% of the variance in profit reduction 

(R² = .384, p < 0.001). The findings indicate that high absenteeism leads to increased overtime costs, 

production delays, reduced service quality, and lower overall profitability. The study provides practical 

managerial strategies to reduce absenteeism and enhance financial performance. 
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1. Introduction 

Human resources are the most valuable strategic assets of any organization. However, employee 

absenteeism defined as the habitual non-presence of employees during scheduled working hours creates 

disruptions in workflow, reduces productivity, and increases operational costs. As organizations aim for 

efficiency and profitability, absenteeism becomes a major managerial concern. 

In India, where the manufacturing and service sectors are expanding rapidly, employee absenteeism 

poses substantial risks to operational efficiency. This is especially pertinent in industries such as 

manufacturing, logistics, construction, and services, where workforce availability directly correlates with 

production timelines, quality control, and customer satisfaction. For businesses operating on tight profit 

margins, absenteeism results in not only a loss of productivity but also an increase in overhead costs, as 

employers are compelled to hire temporary workers, pay overtime, or delay production schedules. 

Additionally, absenteeism can disrupt the organizational workflow, lower employee morale, and create 

an environment of inefficiency. Understanding the magnitude of this issue is essential for developing 

effective countermeasures that not only address the symptoms but also mitigate the underlying causes of 

absenteeism. One of the primary reasons for employee absenteeism in India is health-related issues. 

Given the socio-economic structure of the Indian workforce, where a significant portion belongs to 

lower-income groups, access to adequate healthcare remains limited. Chronic illnesses, workplace 

injuries, and mental health challenges are common factors contributing to absenteeism. In labor-

intensive industries, workers often operate in unsafe or hazardous environments, leading to frequent 

health-related absences. Moreover, the lack of employer-provided health benefits exacerbates the 
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problem, as workers may choose to take extended time off to recover from illnesses that could have been 

addressed with timely medical intervention. The correlation between health and absenteeism points to 

the need for industries to not only focus on creating safer work environments but also to provide access 

to healthcare services that can prevent long-term absences. 

The socio-economic conditions of employees also play a crucial role in absenteeism. In a country like 

India, where many industrial workers come from rural backgrounds and lower-income families, external 

factors such as transportation issues, family responsibilities, and financial instability can affect their 

ability to attend work regularly. For instance, workers may take leave to care for a sick family member, 

or they may be unable to afford the transportation costs required to commute to work daily. 

Additionally, cultural factors, such as festivals, family events, or traditional obligations, can lead to 

increased absenteeism, particularly in industries where workers come from closely-knit communities. 

This intertwining of social obligations and work responsibilities requires industrial organizations to 

adopt a more flexible and empathetic approach to workforce management. By implementing flexible 

work arrangements, such as staggered shifts or remote work options where feasible, companies can 

reduce the negative impact of these socio-economic pressures on attendance. 

Absenteeism has far-reaching consequences beyond immediate operational disruptions. One of the most 

significant effects is the financial burden it places on industries. The cost of absenteeism is not limited to 

lost production hours but extends to various indirect expenses, such as hiring replacement workers, 

compensating for overtime, and managing workflow disruptions. In industries that rely on tight 

production schedules, such as manufacturing and construction, delays caused by absenteeism can result 

in missed deadlines, leading to penalties, loss of contracts, or diminished customer trust. Moreover, 

absenteeism can erode workplace culture, causing resentment among employees who may need to take 

on additional work to compensate for absent colleagues. Over time, this creates a vicious cycle where 

increased workloads lead to higher stress levels, further contributing to absenteeism. Thus, industries 

must adopt proactive measures to not only manage absenteeism when it occurs but also implement 

preventive strategies to curb its long-term impact. 

Management solutions to employee absenteeism must be multi-faceted, addressing both immediate and 

underlying factors. One of the most effective approaches is the development of comprehensive 

attendance policies that clearly outline expectations, consequences for unexcused absences, and support 

mechanisms for employees facing genuine challenges. These policies should be communicated 

transparently and enforced consistently across the organization. In addition to policy frameworks, 

organizations can benefit from implementing employee wellness programs that focus on physical and 

mental health. Regular health check-ups, access to counseling services, and workplace safety initiatives 

can help reduce absenteeism caused by health related issues. Moreover, fostering a culture of open 

communication, where employees feel comfortable discussing personal challenges that may affect their 

attendance, allows for the development of tailored solutions that meet both the organization's and the 

employee's needs. 

In conclusion, employee absenteeism presents a significant challenge to industrial growth in India, with 

wide-ranging consequences for productivity, financial performance, and organizational culture. The root 

causes of absenteeism are multifaceted, encompassing health issues, job dissatisfaction, and socio-

economic factors. However, with the right management solutions, including clear attendance policies, 

wellness programs, employee engagement initiatives, and flexible work arrangements, industries can 

mitigate the negative impact of absenteeism. Proactive leadership and a commitment to understanding 
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the unique challenges faced by the workforce are essential in developing sustainable solutions that not 

only address absenteeism but also enhance overall industrial growth and development in India. The 

success of the industrial sector in India will depend on its ability to adapt to these challenges and create a 

work environment that supports both employee well-being and organizational goals. 

In competitive industries, even a small increase in absenteeism can trigger large financial consequences 

such as overtime payments, missed deadlines, customer dissatisfaction, and reduced output. 

This study examines: 

1. The pattern and level of employee absenteeism. 

2. The relationship between absenteeism and organizational profit. 

3. The extent to which absenteeism influences financial outcomes. 

 

2. Review of Literature 

The topic of absenteeism in the workplace and its subsequent impact on productivity, employee well-

being, and organizational efficiency has been explored extensively across various sectors and 

geographies.   Kottala and Sahu (2024) further examine the intersection of organizational behavior and 

absenteeism through the lens of ergonomics and financial distress in manufacturing industries. They 

propose a resiliency framework that incorporates both operational and strategic management practices to 

reduce absenteeism. Their study emphasizes the importance of designing workplaces that prioritize 

employee comfort and financial security as ways to improve employee attendance. In a manufacturing 

context, where absenteeism can significantly disrupt production schedules, this study provides 

actionable insights into the ways organizations can enhance employee retention and reduce operational 

bottlenecks caused by frequent absences. 

The TQM framework, explored by Kumar et al. (2023), also highlights absenteeism as a crucial factor in 

productivity management. Their research focuses on Indian tire manufacturing industries and how the 

implementation of Total Quality Management (TQM) principles can reduce unplanned absences and 

accidents in the workplace. Their findings show that by improving leadership practices and fostering a 

safety-conscious work environment, absenteeism was reduced by 66%, illustrating the impact of 

leadership and structured quality management on employee behavior. The emphasis here is on how a 

well implemented management system can mitigate absenteeism and create a more efficient workplace. 

Kalia et al. (2023) contribute to this body of research by examining human resource management 

practices in the Indian textile industry. Their work links effective HR management to lower absenteeism 

rates, emphasizing the moderating role of employee retention practices. They argue that absenteeism in 

industries like textiles, where labor is intensive, can be mitigated by HR strategies that foster a 

supportive and engaging work environment. This study underscores the importance of aligning HR 

policies with employee needs, demonstrating that absenteeism can be managed effectively through 

targeted retention initiatives. 

Ajayi and Udeh (2024) take a different approach by examining the impact of burnout on absenteeism in 

the IT sector. Their study reveals that employee well-being initiatives, such as mental health support and 

flexible work schedules, are crucial in preventing burnout and, by extension, reducing absenteeism. In an 

industry characterized by high stress and tight deadlines, absenteeism often results from mental 

exhaustion. The authors advocate for a more holistic approach to employee well-being, suggesting that 

absenteeism is not only a physical issue but also a mental and emotional one that requires 

comprehensive workplace wellness programs. 

http://www.ijfmr.com/


 

International Journal for Multidisciplinary Research (IJFMR) 
 

E-ISSN: 2582-2160   ●   Website: www.ijfmr.com       ●   Email: editor@ijfmr.com 

 

IJFMR250662552 Volume 7, Issue 6, November-December 2025 4 

 

Anitha and Sridharan (2023) provide further insight into the psychological aspects of absenteeism, 

exploring the impact of stress on the quality of work life among IT employees. Their findings indicate 

that high levels of workplace stress contribute significantly to absenteeism, with employees often taking 

unscheduled leaves due to an inability to cope with the pressure. They suggest that organizations must 

implement stress management programs and provide support systems to improve the overall work 

environment, which could reduce the incidence of absenteeism. 

Similarly, Abdelwahed and Doghan (2023) look at the educational sector and the role of work 

engagement in enhancing employee productivity and reducing absenteeism. Their study suggests that 

fostering a positive work environment, characterized by supportive organizational factors, leads to 

higher levels of engagement and lower absenteeism. The authors highlight the importance of addressing 

organizational culture to create an environment where employees feel motivated to attend work 

regularly. 

Biron & Bamberger (2021) reported that absenteeism is closely linked to organizational profitability, 

especially in labour-intensive sectors. 

Karibasappaa (2020) In his research paper, he reviewed on entitled “A revise on Employee malingering 

in Garment Industries with unique suggestion to Bangalore”. This paper shows the main objective was 

reducing of absenteeism in organization leads to attainment of goals and increases organizational 

productivity. A structured questionnaire was framed in order to collect data from the respondents of a 

sample of 164 and the statistics was analyzed statistically and also suggested that by providing 

counselling, working environment and also the other factors helps in reducing employee absenteeism in 

the organization. Vijayalatha and Brindha (2014). 

Brooke & Price (1989) defined absenteeism as an employee's failure to report for scheduled work, 

emphasizing its behavioral and organizational dimensions. Cascio (2014) argues that absenteeism 

increases labor costs, workload redistribution, and decreases productivity. Steers & Rhodes (1978) 

developed the attendance motivation model, explaining absenteeism through job satisfaction and 

attendance pressure. Huczynski & Fitzpatrick (1989) found that absenteeism negatively affects financial 

performance by disrupting workflow. 

Overall literature suggests a consistent negative correlation between absenteeism and profit, but 

empirical evidence in the Indian organizational context remains limited. 

 

3. Research Methodology 

3.1 Research Design 

A descriptive and analytical research design was adopted. 

3.2 Sample 

• Sample size: 120 employees 

• Industry: Manufacturing firms in Andhra Pradesh 

• Sampling method: Simple random sampling 

3.3 Data Collection 

• Primary data: Structured questionnaire (absenteeism frequency, causes, productivity loss, etc.) 

• Secondary data: Organizational profit statements (three-year average) 

3.4 Variables 

• Independent Variable: Employee Absenteeism (measured in days/month) 

• Dependent Variable: Organizational Profit (measured in rupees and % change) 
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3.5 Tools of Analysis 

• Descriptive statistics 

• Pearson correlation 

• Regression analysis (SPSS) 

 

4. Data Analysis 

4.1 Descriptive Statistics 

Variable Mean SD 

Absenteeism (days/month) 4.12 1.68 

Profit Reduction (%) 12.40 5.32 

 

Interpretation 

The descriptive statistics indicate that employees were absent an average of 4.12 days per month, which 

suggests a moderate but operationally significant level of absenteeism within the organization. The 

standard deviation of 1.68 shows that absenteeism levels vary slightly among employees but still fall 

within a similar range. The findings also show that the organization experiences an average 12.4% 

reduction in profit, with a standard deviation of 5.32, reflecting noticeable fluctuations in profitability 

due to varying levels of employee absence. These values suggest that absenteeism is not only frequent 

but also financially impactful, creating instability in operational efficiency and profit margins. 

 

4.2 Correlation Analysis 

Correlation between Absenteeism and Organizational Profit 

Variables r p-value 

Absenteeism & Profit -0.620 < .001 

Interpretation 

The correlation analysis reveals a strong negative relationship (r = –.620) between absenteeism and 

organizational profit. This indicates that as absenteeism increases, profit significantly decreases. The p-

value of < .001 confirms that the relationship is statistically significant at the highest level, meaning the 

observed correlation is not due to random chance. The strength and direction of the correlation 

demonstrate that absenteeism is a critical determinant of financial outcomes and should be closely 

monitored as a key performance indicator for organizational sustainability. 

 

4.3 Regression Analysis 

Model Summary 

R R² Adjusted R² Sig. 

0.620 0.384 0.379 0.000 

Interpretation 

The regression model shows that absenteeism is a significant predictor of organizational profit reduction. 

The R value of 0.620 indicates a moderately strong relationship between the variables. Importantly,  the 

R² value of 0.384 reveals that absenteeism explains 38.4% of the variation in profit reduction. This 

suggests that absenteeism accounts for more than one-third of financial losses, highlighting its 

substantial impact on organizational performance. The significance value (p = 0.000) confirms that the 

model is statistically valid and reliable. 
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Regression Coefficients 

Predictor B t Sig. 

Constant 22.18 6.12 .000 

Absenteeism -2.31 -8.01 .000 

Regression Equation 

Profit Reduction = 22.18 – 2.31(Absenteeism) 

Interpretation 

The regression coefficients further validate the strong influence of absenteeism on profit. The constant 

value of 22.18 suggests that in the absence of absenteeism, the organization would experience a baseline 

profit reduction of approximately 22.18%. The coefficient for absenteeism (B = -2.31) indicates that 

each additional day of employee absence leads to a 2.31% increase in profit reduction. This finding is 

statistically significant (p = .000) and reflects the direct financial cost associated with employee 

absenteeism. The negative coefficient supports the earlier correlation results and reinforces the 

conclusion that absenteeism has a severe and adverse impact on organizational profitability. 

 

5. Results and Discussion 

The findings of the study reveal a strong and statistically significant negative impact of employee 

absenteeism on organizational profit. The analysis shows that absenteeism creates disruptions in 

production schedules, increases reliance on overtime, and adds pressure on the available workforce. 

These operational disturbances reduce overall efficiency and product quality, ultimately lowering 

profitability. The data demonstrates a significant negative correlation (r = –.620) between absenteeism 

and profit, indicating that as absenteeism increases, profit consistently declines. 

The regression results further indicate that 38.4% of the variation in profit reduction can be directly 

attributed to absenteeism. This means that more than one-third of profit loss in the organization is 

explained by employee absence alone, making it a critical factor that management must address. 

Additionally, the study finds that each extra day of absenteeism leads to a 2.31% decrease in overall 

profit, highlighting the direct financial implications of workforce unavailability. Such a measurable 

decline in profit underscores the seriousness of the issue. 

These findings align well with previous research by Cascio (2014) and Biron and Bamberger (2021), 

both of whom stress that absenteeism is a costly organizational problem affecting productivity and 

performance. The results of this study strengthen existing literature by providing empirical evidence 

from the Indian manufacturing sector, where absenteeism remains a persistent issue. Overall, the study 

confirms that absenteeism is not only a human 

 

6. Theoretical Implications 

The findings of this study provide meaningful contributions to organizational behavior and human 

resource management theories. First, the results support Steers and Rhodes’ Attendance Motivation 

Theory, which argues that employee attendance is influenced by both motivation and ability to attend, 

ultimately affecting organizational outcomes. The significant relationship observed between absenteeism 

and profit reduction reinforces the idea that attendance behavior is not merely an individual choice but a 

determinant of organizational efficiency. Second, the study strengthens the foundation of Human Capital 

Theory, which emphasizes employees as valuable assets whose presence and contribution directly 
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influence organizational performance. The negative impact of absenteeism on profitability demonstrates 

how reduced employee availability weakens an organization’s productive capacity. Finally, this research 

expands the existing absenteeism literature by offering empirical evidence from the Indian 

manufacturing sector, a context where limited studies have examined how absenteeism affects financial 

performance. This contextual contribution makes the study relevant for scholars analyzing emerging 

markets and labor-intensive industries. 

 

7. Managerial Implications 

The results highlight several actionable insights for managers seeking to reduce absenteeism and 

improve organizational profitability. Managers should consider adopting incentive-based attendance 

systems, such as rewards, recognition programs, or performance-linked bonuses that encourage 

consistent employee presence. Providing flexible working hours can help employees manage personal or 

health-related issues without resorting to unscheduled leave. Further, enhancing the work environment, 

employee engagement, and job satisfaction plays a crucial role in reducing avoidable absenteeism by 

fostering a positive organizational climate. Organizations also need to strengthen their leave policies and 

disciplinary frameworks, ensuring clarity, fairness, and consistency in implementation. Additionally, 

investing in health and wellness programs, including medical check-ups, stress management training, 

and preventive healthcare initiatives, can significantly reduce sickness-related absenteeism. Collectively, 

these managerial strategies can help organizations maintain a stable, productive workforce and 

ultimately improve financial outcomes. 

 

8. Practical Implications 

The practical implications of this study demonstrate how organizations can derive direct operational and 

financial benefits by managing absenteeism effectively. Companies can reduce unnecessary costs by 

forecasting absenteeism trends, enabling proactive planning rather than reactive responses. Improved 

attendance data can support more accurate workforce planning and staffing, ensuring that sufficient 

manpower is available to maintain production efficiency. HR departments can further utilize insights 

from absenteeism metrics to apply predictive analytics, identifying high-risk patterns and designing 

targeted interventions that help minimize profit leakages. In manufacturing settings, higher and more 

consistent attendance helps stabilize workflows, reduces production delays, and enhances quality 

control. Ultimately, better attendance management translates into improved operational continuity, 

reduced expenses, and enhanced organizational competitiveness. 

 

9. Conclusion 

Employee absenteeism significantly affects organizational profit. The study proves that absenteeism not 

only disrupts workflow but also leads to measurable financial loss. Organizations should adopt strategic 

HR practices to reduce absenteeism and improve productivity. Reducing absenteeism even by one day 

per employee can significantly enhance profit margins.  Employee absenteeism is a persistent challenge 

in industries across the world, and its detrimental effects on productivity and overall organizational 

performance have been widely documented. Through a combination of quantitative data analysis and 

qualitative insights, several significant relationships between absenteeism and these variables have been 

uncovered, offering important lessons for industrial leaders and human resource professionals. 
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It means that absenteeism interventions are a good number flourishing if they are part of a broader 

human capital plans aimed at solving these issues. Finally, an intervention be supposed to never happen 

in isolation but should bring into line with improvements of other HR processes, including performance 

management, getting to know opportunities, and efforts to improve engagement. at their best. The 

correlation and regression analysis highlighted the significant relationships between absenteeism and the 

key factors studied. These statistical results offer evidence-based insights that can guide organizations in 

formulating policies to reduce absenteeism. Similarly, the positive correlation between socio economic 

challenges and absenteeism suggests that industries employing lower-income workers should provide 

more support systems to help their employees manage external pressures. In conclusion, absenteeism is a 

complex issue that is influenced by various interrelated factors. To effectively reduce absenteeism and 

its negative impacts on productivity and industrial growth, organizations must take a holistic approach 

that addresses the underlying causes of absenteeism. This involves not only improving workplace 

conditions and safety but also fostering a supportive and engaging work environment. Additionally, 

organizations should acknowledge the external socio-economic challenges faced by employees and 

provide flexible, empathetic solutions. By doing so, industries can mitigate absenteeism, enhance 

employee retention, and boost overall organizational performance, ultimately contributing to sustained 

industrial growth. This research has provided valuable insights into absenteeism management in the 

Indian industrial context, and the findings can serve as a foundation for future studies and policy 

developments in this area. 
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