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Abstract

The main objective of this study is to examine the influence of Human Resource
Management (HRM) practices (compensation and benefits, recruitment and selection and
work-life policies) on employee's turnover intention. A survey questionnaire was sent and
collected from 60 respondents who worked in the Manufacturing Industry in Malaysia. The
results showed that the main factor that influences turnover intention of the employees was
compensation and benefits. Hence, manufacturing firms ought to put extra efforts in this
aspect in order to retain talents and minimize turnover rate of its workforce. Recruitment and
selection and work-life policies were found to be not significant in predicting employee’s
turnover intention.

Keywords: turnover intention, HRM practices, compensation and benefits, recruitment and
selection, work-life policies.

1. Introduction
1.1 Background of the Study

Manufacturing industry had started to grow steadily in Malaysia since 1990s. In conjunction
with the nation’s vision to become a developed and industrialized country, a lot of effort was
put into attracting foreign investors to invest in the manufacturing industry in Malaysia. All
these investor-friendly policies had driven Malaysia to become one of the main
manufacturing hubs in Asia and helped to train and develop a pool of talented workforce.
Owing to the competitiveness of this industry, each manufacturing company faces the
challenge of retaining and hiring the most talented workforce for their own company in order
to stay ahead in the market. Moreover, the competition to get the most talented employees
was not within the country region only but also within the Asia Pacific region due to
globalization effects. Firms from other Southeast Asia countries such as Vietnam, Thailand
and Cambodia had started to hire skilled workers from Malaysia in their countries as
expatriates. Therefore, it is important for HR practitioners in the manufacturing companies to
be familiar and aware of the current scenario and the mind-set of employees in order to create
effective policies that can assist the company to retain its employees and minimize turnover
rate. During the process in retaining talented employees, first of all, the management needs to
understand the main reasons which cause the employees to have the intention to leave the
company. Hence, the objective of this research paper is to examine the influence of HRM
practices on employee’s turnover intention in the manufacturing industry in Malaysia.
Numerous research papers have studied the influence of various HRM practices on turnover
intention of employees. In this paper, we focus on studying the influence of three main HRM
practices (compensation and benefits, recruitment and selection and work-life policies) on
employees’ turnover intention. The findings of this study would help HR practitioners to
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identify significant HRM practices that influence employee’s turnover intention and
formulate policies and strategies to retain employees who are able to contribute to the growth
of the company.

2. Literature Review
2.1 Turnover Intention

The term turnover intention is often used in Human Resource Management. It is crucial for
an organization to constantly monitor turnover rate amongst its employees. There are various
visible and invisible costs of high employee turnover rates, such as recruitment, induction and
training expenses (visible) and effect on morale of the remaining staff (invisible). It is likely
that organizations may have underestimated these costs as highlighted by Ahlrichs (2000).
According to Bester (2012), there is a general perception that this term is self-explanatory,
and hence the precise definition of this term is rarely found. Nonetheless, in general, turnover
intention can be defined as the last step before an employee decides to resign from their place
of work (Horn, Griffeth & Salaro, 1984; Mobley, 1982; Mowday, Steers, & Porter, 1979;
Steers, 1977). More specifically, in terms of duration, Medina (2012) defined it as an
employee’s commitment to find a new job with another employer within the next year. In a
study of Medina (2012), the author had also explained about the general acceptance of the
inverse relationship between job satisfaction and turnover intention. While turnover intention
is seen from the employee’s perspective, the flip side of this issue from the employer’s angle
would be employee retention. Organizations with best HRM practices generally understand
the importance of managing talent and turnover intention. They consider employee retention
as one of the strategic business plans (Farley, 2005). In a study of Oladapo (2014), the author
stated that approximately two third of the organizations used human resource management
strategies to retain talents, which was an increase from the results obtained by Lockwood
(2006) where half of the organizations reported using human resource management strategies.
According to Oladapo (2014), most of the human resource department personnel emphasized
on internalizing and embracing basic aspects of HRM practices in retaining talents.

2.2 Compensation and Benefits

While compensation is defined as the financial returns and tangible benefits that an employee
receives from the employer (Bernadin, 2007), benefits include non-financial payments that an
employee received as he or she continues working for an organisation (Odunlade, 2012). A
study of Zhou and Yang (2012) indicated that reward is the most important factor that
influences job satisfaction and turnover intention. The employees often receive the rewards
based on the job values, personal involvement, efforts and performance (Milkovich and
Newman, 2005). Consequently, every employer has a vital duty to reward their employees
based on their contribution and performance. The employees have the right to be rewarded
fair and equitable manner. According to the Hoyt and Gerdloff (1999), compensation offers
security, independence, recognition and an improved self-worth. A research on Thailand’s
manufacturing industry by Tangthong et. al (2014) revealed that compensation and benefits,
training and development had significant direct and indirect effects on employee retention.
Abdul Hameed et al. (2014) conducted a study on employee view towards compensation and
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benefits policy. The data were collected from 45 banks in southern Punjab. The authors
randomly distributed questionnaires among 200 full-time working employees of banks. The
study showed that salary; rewards and incentives and indirect compensation have a positive
impact on employee performance and employee retention. Based on the above discussion, it
is hypothesized that:

H1: Compensation and benefits will influence employee’s turnover intention in the
manufacturing industry.

2.3 Recruitment and Selection

Recruitment and selection is one of the HRM major practices to find and hire the best
candidate to fit the job requirements. The recruitment and selection of the qualified
candidates should either come from within or outside of an organization in a timely and cost
effective manner. It includes analyze the job requirement, attracting candidates for the job,
screening, hiring and integrating the new staff to the company. For employers, recruitment is
the process of searching for potential employees and attracting them to apply for jobs in the
company. The step that follows after recruitment is selection, whereby the most suitable
person is chosen out of all applicants. Various sources of recruitment are available generally,
for example internal recruitment (transfers, promotions, internal vacancies and etc.) and
external recruitment (educational institutions, online, job agents and etc.). Jha and
Bhattacharyya (2012) found that in order for companies to attract the most suitable and
potential talent for employment, it is important that the selection process should be enhanced.
An effective job selection process helps to pave the way for higher job satisfaction, because
an individual will remember the good experience and thus have a good start to his or her job
experience (Jha and Bhattacharyya, 2012). The realistic job previews can be used in the
recruitment process to increase the possibility of adequate psychological contract at employee
entry stage. Employees selected through realistic job previews will have lower turnover
intention (Bonn and Forbringer, 1992). Following the above discussion, it is hypothesized
that:

H2: Recruitment and selection will influence employee’s turnover intention in the
manufacturing industry.

2.4 Work-Life Policies

Work-life policies are a practice which usually refers to an organization giving support for
dependent care, flexible working hours and permitting individuals for family or personal
leaves (Estes & Michael, 2005). Cappelli (2000) defined work-life policies as a main
component that will affect employee’s job satisfaction as well as organizational loyalty and
productivity. It should assist employee retention if the company provides a workplace where
all employees have the opportunities to maintain their work-life balance. The investment in
work-life policies and practices is worthier if the policies are able to help employees to
balance their work-life which in turn reduce their intention to leave their current job. Raduan
et al. (2006) explains the quality of work life as how satisfied an employee is towards his or
her work and lifestyle and able to prioritize them in a proper manner. A supportive work
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culture, balanced work and life activities alongside career development and compensation
and benefits are amongst the factors that improve retention of employees (Messmer, 2006).
However, it has to be noted that for those companies willing to ensure that work-life policies
are effective, their workers must not be penalized either economically, socially or career-wise
with the use of the policy. Recent research on retention factors also indicated that the ability
to provide work life balance is a key factor in retaining professional and skilled employees
(Joao, 2012). Based on the above discussion, it is hypothesized that:

H International Journal of Human Resource Studies
A\ MacrOthI“k ISSN 2162-3058

H3: Work-life policies will influence employee’s turnover intention in the manufacturing
industry.

2.5 Research Framework

Figure 1 presents the research framework which consists of independent variables (HRM
practices) and the dependent variable (turnover intention). There are several reasons for
turnovers to occur among employees, depending on the types of industry, types of occupation,
payment, supervisory levels, locations, selection processes, work environment, work
assignments, benefits and promotions (Mobley, 1982). In addition, non-working factors such
as family-related factors could also influence employee turnover in organizations (Mobley,
1982. Therefore, this research framework aims to examine that turnover intention that is
triggered by the HRM practices of compensation and benefits, recruitment and selection and
work-life policies.

Compensation and

Benefits
s i ™
Recruitment and Turnover
Selection Intention
_ J
e ] N
Work-Life
Policies
_ J

Figure 1. Research Framework
3. Methodology
3.1 Sample

The sample of this study consists of 60 respondents from various manufacturing companies
located in Johor Bahru, Malaysia. Questionnaire survey method was employed by using
purposive sampling method. Table 1 shows the respondents were consisted of 26 males and
34 females. Most of the respondents were aged between 26-30 years old (36.7%). In terms of
years of service, majority of the respondents have worked for 1-5 years (38.3%) in their
workplace.
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Table 1. Respondent’s Demographic Characteristics

Demographic Characteristics Frequency Percentage (%)
Gender
Male 26 43.3
Female 34 56.7
Total 60 100
Age
20-25 15 25
26 — 30 22 36.7
31-35 8 13.3
36 — 40 10 16.7
41 - 45 4 6.7
46 — 50 1 1.6
Total 60 100
Years of Service
<1 15 25
1-5 23 38.3
610 8 13.3
11-15 5 8.4
16 - 20 8 13.3
21 -25 0 0
26 — 30 1 1.7
Total 60 100

3.2 Measurements

The turnover intention scale (3 items) established by Mobley (1982) was adopted in this study.
For compensation and benefits, measures (5 items) by Heneman and Schwab (1985) were
used it this study. Meanwhile, recruitment and selection was measured by measures (5 items)
adapted from Edgar and Geare (2005). On the other hand, 5 items of measurement developed
by Guy and Michel (2000) were employed to measure the perception of work-life policies
among the respondents. All responses were rated on a 5-point Likert scale ranging from (1)
‘strongly disagree’ to (5) ‘strongly agree’.

3.3 Data Collection

The data was gathered from the information in the survey form distributed to the target group,
which are the employees in the manufacturing industry. The questionnaire was cautiously
established for the purpose of gauging respondents’ perceptions towards their current job. The
questionnaires were given out and later collected either by hand or through online email.
There were 60 complete and usable questionnaires returned by the respondents. All of the
data gathered was analyzed using SPSS (Statistical Package for the Social Science).
Five-point scale was chosen as it was believed to provide adequate choice for respondents as
to reflect their true beliefs.

4. Results

Table 2 presents mean, standard deviations and correlation for the study variables. There were
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negative relationships between compensation and benefits, recruitment and selection,
work-life policies and turnover intention. The reliability value (a) for compensation and
benefits was 0.869, recruitment and selection, 0.720 and work-life policies, 0.799. Meanwhile,
the Cronbach’s alpha for turnover intention was 0.869. Since all the values of Cronbach’s
Alpha were above the minimum value of 0.7 as suggested by Devellis (2003), the measures
of the study variables were deemed reliable and consistent throughout the study. Table 3
presents the regression results of the influence of human resource management practices on
turnover intention. The results show that 13% (R2= 0.130) of the variance in turnover
intention had been significantly explained by compensation and benefit, recruitment and
selection and work-life policies. The results also showed that compensation ( = -0.365, p <
0.05) was the only significant factor in predicting turnover intention. Other variables were not
significant in predicting turnover intention. Therefore, hypothesis one (H1) was accepted
while hypothesis two (H2) and three (H3) were rejected.

Table 2. Reliability, Means, Standard Deviations and Correlation of the Study Variables

Variables a M SD 1 2 3
4

1 Turnover Intention 0.869 2.88 0.88 1

2 Compensation & Benefit 0.869  2.82 0.77 -0.344** 1

3 Recruitment & Selection  0.720 3.15 0.63 -0.031 0.360** 1

4 Work-L.ife Policies 0.799 3,57 0.61 -0.166 0.396** 0.250
1

Notes: n=60; **p<0.01; *p<0.05; a = Cronbach’s Alpha, M = mean, SD = standard deviation

Table 3. Multiple Regression Results of HRM Practices on Turnover Intention

Unstandardized Coefficients Standardized
Coefficients
B Std. Error Beta t Sig

(Constant) 3.810 0.769 4,954  0.000
Compensation & Benefit -0.417 0.162 -0.365 -2.567

0.013*
Recruitment & Selection 0.159 0.189 0.113 0.838 0.406
Work-Life Policies -0.072 0.198 -0.050 -0.362 0.719
R?=10.130
F=2.790

Notes: **p<0.01; *p<0.05
5. Discussion

The purpose of this study is to examine the influence of HRM practices (compensation and
benefit, recruitment and selection, work-life policy) on turnover intention in the
manufacturing industry. This research reveals that there was significant negative association
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between compensation and benefit and turnover intention. This is corroborated by a research
which indicated that employees who tend to show positive feeling towards compensation and
benefit are likely to report lower level of turnover intention. The research involved data from
583 participants in Hong Kong and 121 participants in China, it revealed that compensation
and benefits are important to retain and motivate employees (Randy et al., 2002). On the
other hand, although it is generally believed that HRM practices of recruitment and selection
and work-life policy would also have an influence on employee’s turnover intention, the
results of this study indicate otherwise. There is no significant relationship between
recruitment and selection, work-life policies and turnover intention. This perhaps can be
explained by the fact that recruitment and selection is a process that takes place before a
prospective employee joins the firm, and once the person decides to join the firm, that
process is no longer as relevant to his or her job and subsequently loyalty to the firm. Most
employees treat recruitment and selection process as a standard procedure with relatively
similar method across companies in the same industry, and are unlikely to allow this to be a
key factor influencing them to remain in a company. As for work-life policies, few researches
had shown that implementation of work-life policies can be helpful in attracting new
employees and improving the attitude and behavior of employees (Beauregard, 2006), hence
lowering turnover rate. However, in this study, work-life policies were found not significantly
related to turnover intention. Among plausible reasons to explain this finding is that workers
in Malaysia tend to be tolerant to less than ideal work-life policies, and treat it as a normal
practice to be experienced as an employee. For example, most employees accept the
traditional way of workstyles where one should not leave the office earlier than the boss and
they also believe that being reliable and accessible after office hours are qualities that the
bosses are looking for especially amongst the older generation bosses. In addition, employees
tend to perceive work-life policies in most manufacturing firms in Malaysia as relatively
similar, and hence believe that the grass may not be greener on the other side. Therefore,
these reasons explain the finding that work-life policies remain not a key factor in influencing
the intention of an employee to move to another organization.

6. Conclusion

This study attempts to test the relationship between HRM practices and turnover intention.
The results indicated a significant relationship between compensation and benefits and
turnover intention. For an organization to achieve its goals, it needs to be aware that its
employee’s satisfaction, loyalty and commitment to the organization are strongly associated
with compensation and benefits. This factor cannot be taken lightly if an organization is
hoping for its employee to chart his or her career with the organization in the long run.
According to Abassi & Hollman (2000), it was identified that lack of recognition and lack of
competitive compensation systems are the reasons for employee’s turnover intention. Frye
(2004) classified that for human capital intensive organizations, compensation and benefits
play a vital role in “attracting and retaining highly skilled employees”. Organizations can also
link its compensation and benefits with performance appraisal. It is suggested that future
research is to examine the relationship between HRM practices and turnover intention in
other industries to ensure the effectiveness of manpower planning and talent management in
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