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Abstract 

The present study seeks to understand the relationship between organizational commitment and its components 
with turnover intention among generation Y working in Small and Medium Enterprises (SMEs) in Malaysia. Self-
administered questionnaires with 18 items on organizational commitment construct and 4 items on turnover 
intention construct were distributed to the randomly-selected sample. A measurement model and structural model 
was later constructed using AMOS. Results indicate that the measurement model to test hypotheses was valid and 
reliable. However, based on the structural model constructed, no relationship between organizational commitment 
and turnover intention was indicated. There is also no relationship between affective commitment and turnover 
intention as well as normative commitment. Only continuance commitment significantly affected turnover 
intention. The finding is supported by few arguments regarding the characteristics of generation Y and the nature 
of SMEs industries.  
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1. Introduction 

 
Small and Medium Enterprises (SMEs) in Malaysia contribute 32 percent of total Gross Domestic 

Product (GDP) and cover 99.2 percent of the total business established with more than 500,000 

enterprises in many different sectors (Tenth Malaysia Plan, 2012). However, according to the World 

Bank, there is high labour turnover rate among SMEs in developing countries and Malaysia recorded 

one of the highest turnovers, around 19 percent in small enterprises and 22 percent of medium 

enterprises (Batra & Tan, 2003). 

 

High turnover has a devastating impact on the organization as it not only leads to a decrease in 

productivity, service delivery and knowledge transfer but also causes difficulties in retaining and 

attracting talent in an organization especially among the younger generation (Mohd Hanif & Chia, 

2013).  Direct and indirect costs are involved in high labor turnover. When employees leave the 

organization, the direct cost incurred refers to replacement cost, transition cost and rehiring cost. 

Meanwhile, the indirect cost is related to the cost caused by employee absence or transition such as loss 

of production, reduced performance level, unnecessary overtime and low morale (Asian Institute of 

Finance, 2013).  

 

The purpose of this study is to investigate the relationship between organizational commitment on 

turnover intention among Generation Y (Gen Y).  Research has established a significant relationship 

between organizational commitment and turnover intention (Feris & Aranya, 1983; Steers, 1977; 

Wiener & Vardi, 1980) concluding that organizational commitment is important in preventing turnover 

intention. The study will focus on Gen Y as they believe in the benefits of multitasking and in quality 

over quantity of work time. Additionally, they like to take on more challenging work (Lloyd, 2007). 

These traits are causing them to limit their commitment to a single, particular organization. Based on 

data from the Asian Institute of Finance (2013), only 23 percent of Gen Y workers have the intention to 

work more than 5 years in their current organization. 

 

2. Literature Review 

 

 Organizational commitment can be defined as “multidimensional in nature, involving an 

employee’s loyalty to the organization, willingness to exert effort on behalf of the organization, degree 

of goal and value congruency with the organization, and desire to maintain membership” (Bateman & 

Strassers, 1984). It premises employees' association and involvement with the organization (Porter et. 

al., 1974). According to Meyer and Allen (1991), organizational commitment is a psychological state 

that that binds employees and the organization and it can affect employee decision whether to continue 

membership in the organization.   

 
 Turnover intention is a mental decision employees make either to stay or leave the organization 

(Jacobs & Roodt, 2007). It is connected to turnover behavior (Boles et. al., 2007) and serves as an 
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immediate indicator to actual turnover (Hom & Griffeth, 1991). Turnover can be described as the 

“individual movement across the membership boundary of an organization” (Price, 2001). However, 

research by Souza-Poza (2007) shows that more than 40 percent turnover had no turnover intention (not 

announced) while only 25 percent turnover intention led to actual turnover. Thus, it is crucial for 

organizations to have good talent retention programs.  

The influence of organizational commitment on turnover intention has been studied previously and the 

findings show that these variables have significant effect on turnover intention (Karsh, Booske, & 

Sainfort, 2005; Kuen et. al., 2010). According to Porter (1974), employees with lower levels of 

commitment were more likely to leave the organization than their colleagues. Thus, it is expected that: 

 

  H1: Organizational commitment has a significant relationship with turnover intention 

 

 There are three dimensions in organizational commitment that characterize employees’ relationship 

with the organization namely affective, continuance and normative commitment. Affective 

commitment is related to the emotional attachment employees feel towards the organization and the 

way they identify themselves with it (Mowday et. al., 1979). Meanwhile, continuance commitment 

refers to the employees’ inclination to stay in the organization for various reasons (Reichers, 1985; 

Meyer & Allen, 1997). Normative commitment is linked to the moral nature of obligation to stay and 

part of the generalized value of loyalty and duty (Bolon, 1993; Meyer & Allen, 1991).  Thus, it is 

expected that: 

 

 H1a. Affective commitment has a significant relationship with turnover intention 

 H1b. Continuance commitment has a significant relationship with turnover intention 

 H1c. Normative commitment has a significant relationship with turnover intention  

 
3. Methodology 

 

The study use self-administered questionnaires to capture information on organizational 

commitment and turnover intention. Enterprises located in Kuala Lumpur, Selangor and Johor were 

randomly chosen for this research because most SMEs are concentrated in these 3 states. (SMECorp, 

2013). Of the total questionnaires distributed, 158 questionnaires were returned with a response rate of 

41 percent. As the study focuses on Gen Y, only employees aged 16 to 37 years old were given 

questionnaires (Robbins et al., 2011). 

 

Organizational commitment was assessed using an instrument from Meyer, Allen & Smith (1993). 

The 18 items with 6 items per construct were rated on a six-point Likert scale (1 = Strongly disagree, 6 

= strongly agree). The reliability analysis gave Cronbach’s alpha value 0.845 which ranged from 0.687 

to 0.87. For turnover intention, the instrument was adapted from Porter et. al. (1974) which has 4 items 

and the Cronbach’s alpha was 0.856. All items were rated using a six-point Likert scale. During the 
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survey, structured bi-lingual questionnaires (Bahasa Malaysia and English) were distributed. The Malay 

version of the items were developed using standard back-translation techniques (Breslin, 1970). 

 
4. Results 

 

The confirmatory factor analysis was conducted using AMOS in which two models were 

constructed in order to test the hypothesis. Model 1 assessed the relationship between the two latent 

constructs, organizational commitment and turnover intention. Meanwhile, Model 2 assessed the 

relationship between three dimensions of organizational commitment and turnover intention. Table 1 

below shows fitness index for both models. The model is deemed to fit if it satisfies at least one index 

in each of the three fitness indices; absolute fit, incremental fit, and parsimonious fit (Hair et. al., 2010). 

According to Marsh & Hocevar (1985), the ratio (chisq/df) must be below 0.5 to achieve parsimonious 

fit. The fit indicator, CFI exceeded the threshold of  0.90 (Bryne, 2009) and the root mean square error 

of approximation is in the range of 0.05 to 0.10 (Browne & Cudeck, 1993) which satisfied both 

absolute fit and incremental fit. Therefore, both measurement models were fit to test all hypotheses for 

this study.   

Table 1. Assessment Fitness Indexes for Measurement Model 
 ChiSq/df CFI RMSEA 
Model 1 1.898 0.912 0.085 

Model 2 1.756 0.928 0.078 
 
 

Reliability of the model can be assessed using three criteria; internal reliability, construct reliability 

and average variance extracted (AVE). Internal reliability is achieved when Cronbach’s Alpha value is 

more than 0.60 (Hair, 2010). Construct reliability (CR) measure the reliability and internal consistency 

of the constructs. The cut-off value for CR is 0.60 (Zainudin, 2012). Meanwhile, AVE is the 

percentage of variance explained by the items in a construct and the cut-off value is 0.50 (Bagozzi and 

Yi, 1988). 

 

For model 1, the internal reliability (Cronbach alpha), construct reliability and average variance 

extracted is presented in table 2, followed by its discriminant validity in table 3. Based on the result, 

measurement model for model 1 is reliable to measure the intended latent construct. The discriminant 

validity of the measurement model shows that the model is free from redundant items as the value in 

bold is higher than the other values within each construct (Zainudin, 2012). The value in bold is the 

square root of AVE while other value is the correlation between construct. As the unidimensionality 

(low factor loading deleted), validity and reliability are achieved, the structural model was constructed 

to test the relationship between organizational commitment and turnover intention. 
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Table 2. Reliability result for measurement model 1 
 CRONBACH ALPHA CR (above 0.6) AVE (above 0.5) 

OC 0.845 0.798 0.588 
AC 0.687 0.732 0.500 
CC 0.870 0.873 0.698 
NC 0.800 0.802 0.507 
TI 0.856 0.857 0.600 
 

Table 3. Discriminant validity for measurement model 1 
 OC TI 
OC 0.731  
TI -0.201 0.775 
 
 

Figure 1 shows the structural model for Model 1. The standardized beta estimate of affective, 

continuance and normative commitment is 0.81, 0.54 and 0.81 respectively. Affective commitment 

explained 65 percent of its variance in organizational commitment (R2 = 0.65). Meanwhile, continuance 

commitment contributed to organizational commitment at 54 percent level (R2 = 0.54) and normative 

commitment contribute 66 percent of its variance (R2 = 0.6). The regression weight for Organizational 

commitment in the prediction of turnover intention is not significantly different from zero (P = 0.76). 

Therefore, hypothesis 1, H1 is not supported. 

 

 
Fig. 1. Structural Model 1 

 

For model 2, the internal reliability (Cronbach alpha), construct reliability (CR) and average 

variance extracted (AVE) is presented in table 4, followed by its discriminant validity in table 5. Based 
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on the result, measurement model for model 2 is reliable to measure the intended latent construct. The 

discriminant validity of the measurement model shows that the model is free from redundant items as 

the value in bold is higher than the other values within each construct (Zainudin, 2012). The value in 

bold is the square root of AVE while other value is the correlation between construct. As the 

unidimensionality (low factor loading deleted), validity and reliability are achieved, the structural 

model was constructed to test the relationship between affective, continuance and normative 

commitment and turnover intention. 

 
Table 4. Reliability result of measurement model 2 
 CRONBACH ALPHA CR (above 0.6) AVE (above 0.5) 

AC 0.687 0.745 0.504 
CC 0.870 0.873 0.697 
NC 0.800 0.790 0.488 
TI 0.856 0.857 0.600 

 

 
Table 5. Discriminant validity for measurement model 2 
  AC CC NC TI 

AC 0.710       

CC 0.361 0.835     

NC 0.700 0.555 0.699   

TI -0.282 0.106 -0.187 0.775 

 

Based on the structural model 2 in figure 2, the standardized beta estimates of affective, 

continuance and normative commitment is -0.28, 0.29 and -0.15 respectively. Table 4 shows the 

significant value and regression weight of constructs. Out of 3, only continuance commitment is 

significantly different from zero at the 0.05 level. Thus only hypothesis H1(b) which stated that there is 

a relationship between continuance commitment and turnover intention is accepted while hypotheses, 

H1(a) and H1(c) are not supported.   
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Fig. 2 Structural model 2 

 
 
 
Table 6. Hypothesis testing for the causal effect of model 2 

   Estimate S.E. C.R. P Label 
TI <--- AC -.350 .235 -1.486 .137  
TI <--- CC .296 .132 2.243 .025  
TI <--- NC -.145 .193 -.753 .451  
 
 
5. Conclusion 

 This study found that organizational commitment has no significant relationship with turnover 

intention despite various researches that supported the relationship between these two latent constructs. 

It is not consistent with findings from other research (Karsh et. al., 2005; Porter et. al., 1974). The 

conflicted results might be due to different groups of respondents. Gen Y have a different workplace 

attitudes and they willing to change organizations for better opportunities and appreciation. However, 

this does not mean that they do not give great commitment to the current organization (Cruz, 2007). 

Advancement of technology makes work more efficient and effective but at the same time opens a vast 

opportunity for Gen Y to acquire knowledge of better conditions that suit their individual interests, that 

might be offered in other organizations. The transition to other organizations is much easier and less 

costly for workers.  

 
 The potential fluidity in career is one of the unique traits of Gen Y in which changing work and 

organizations is affected by their expectations and values (New Paradigm, 2006). Gen Y continuously 

look for feedback and advice from their superiors and expect continuous direction from them regarding 
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their performance (BSG Concours, 2007). Knowledge transfer plays a vital role in career advancement 

and they take failure as the opportunity to improve their performance in the future (Blain, 2008). Thus, 

they do not see changing organizations as part of failure but rather a challenge that they seek.  

 

 Continuance commitment is correlated with turnover intention based on the assumption of financial 

exchange between employees and their organization (Meyer et. al., 2002). The nature of work in SMEs 

where Gen Y view their job only as a means of survival which they will quit at the opportunity of  

better compensation. Employees stay because of the related and other costs if they leave (Allen, 2003). 

Thus, in conclusion, the turnover intention among Gen Y in SMEs is not affected by the commitment 

they give to their employers and the only reason for them to have an intention to leave is to survive.  
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