THS 000078

TAN SRI ABDUL MAJID LIBRARY

INTI INTERNATIONAL UNIVERSITY

MASTER OF BUSINESS ADMINISTRATION

FACTORS AFFECTING VOLUNTARY TURNOVER
INTENT OF FAST FOOD INDUSTRY IN
KLANG VALLEY, MALAYSIA

Author: Thong Chun Fat

Student No: 106004522
Supervisor: Rebecca Yew Ming Yian

Submission Date: 15™ April 2013

Final Word Count: 16,933 words

Faculty of Business, Communication and Law

Inti International University (2013)




ABSTRACT

Turnover intent of embioyee has become one of the essential topics in job
market, organizations or industries. This topic has made by many researchers
before, there are so many factors could give impact on turnover intent;
nevertheless job related factors, organizational factors, and environmental
factors will focus on this research because most of the turnover intent started
with job satisfaction, promotion of the organization, and also environmental
issues. In addition, studies on job related factors, organizational factors and ‘ ‘
environmental factors toward employees’ turnover intention specifically in the

fast food industry of Malaysia are limited. The objective of this research is to

investigate the influence of job related factors, organizational factors and
environmental factors towards turmover intention in the fast food industry. The

total respondents are 151 from middle level until the lower level employees in

the fast food industry. Sampling location is Kiang Valley, Malaysia. By using the

factor analysis and multiple regreséions; it found that job related factors,
organizational factors and environment factors give an impact on turnover intent

in the fast food industry.

Keywords: Turnover intent, Job related factors, Organizational factors,

Environmental factors, Fast food industry.
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CHAPTER 1

INTRODUCTION

apter one introduces objective of this research, employees’ turnover intent
_a. lé'round, and fast food industry in Malaysia. Initially, the research depicts
¢0rrelation of Malaysia employees’ turnover intent, particularly in the fast
dustry of Malaysia, and employees’ turnover intent proportion within the
é'rhous fast food réstaurants (KFC, McDonald, Burger King, A&W, Pizza
nd ‘Dominos Pizza) in Klang Valley, Malaysia. In addition, problem
t, research question, research objective and significance of the study

iscussed in detail. After that, continues with limitation of this research,

'gésearch Background

er intent in the industries is the hottest issue in Malaysia. It's always
sses by the society, community, and even government. There are many
"ES:';_aﬁecting turnover intention of the employee, one of the uncontrollable
rs. are global economic crisis in 2008. No matter voluntary and

untary employees leave the organizations; this achieved the highest
pe _ehtage within the past twenty years in Malaysia. Consequently, many
a_c__t_lohs had taken by the Malaysia government, it included donated sustention
unds to the secondary industries, and the employers are putting so much

ffort in order to minimize the employee turnover in the organization.

. Therefore, turnover is a serious issue, no matter high turnover happened in

any industry also bring a negative effect on development.

nti International University (2013)
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When an employee leaves, there may be costs for advertising the position of
joband training for the new employee (Samad, 2006). Therefore, many
. companies try to minimize the turnover rate as possible by field of maintaining,
tﬁ_énaging developing and training the employees in the short run and long run.
Accordlng to Kevin and others (2004), even there are no standard models to
'-"06mprehend the employees’ turnover process, but an extensive range of
".-Eﬁvarnables has proved that helpful to interpret the worker actual turnover. On
he :other hand, high turnover rate ailso the serious issues for a country,

_'..f:_bec.:a:use it's bringing negative effects on development progressing.

_:__é'r_'intention it's not explicit, it's different with actual tumover. Sousa-
za & Henneberger (2002) defined turnover intention is an indication of “the
_ _bjectwe probability that an individual will change his job within a certain time
eriod”. Price (2001) mentioned there are quite a lot of researches have
_:d:émonstratecf that turnover intention is one of the important investigated
'_;?phenomenon in organization behaviour. Huge range of tumover intention

ea_rches symbolic of the complexity & significance of problem. This incident

_'ges interest as a result of its psychologlcal measurement, its economic

iz _and significance of organizations. ,

_-.-;E_tﬁzfazf'oyee turnover can be segmented into a voluntary and involuntary
5 turnover When the employees leave the company intentionally is voluntary
;--:_ty'fh'over, example quitting. While employees leaving the organization's
’3?"_f’ﬂlnwillingness, it called involuntary turnover, an example being fired. (Lee,
"Weller, & Trevor, 2008). Some other aspects, Voluntary turnover happened
because the employees desire to seek better tangible and intangible
compensation of other organization, example much higher salary, more
holidays, and etc. However involuntary turnover happened when the
employees are considered as redundancy. Consequently, tangible and
intangible compensation might be able to influence voluntary turnover group
in a particular industry. However, if the organizations not able to retain their

employees, the organizations have to spend more expenses to provide

+ Inti International University (2013)
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ra fng and development and seeking for the new employees. Therefore, this
'reéé'arch is helpful because it lets people understand clearly about the

turnover intent in the fast food industry.

101 Development of Fast Food Industry in Malaysia

_ 0 years”. In addition, Malaysia Economic Statistics—Time Series (2009)
corded that the retail trade, wholesale, restaurants and hotels at current
were the 2" largest provider which total of 14.08% in 20009.

ore, National Account (2009) stated that the Gross IDomestic Product
-of retail trade, whélesale, restaurants and hotels has been growing
dtwo hundred percentages th'réughout 10 years from the year of 2000
9. Recently, Domesfic Trade, Cooperatives and Consumerism Minister
Seri Ismail Sabri Yaakob (2013) mentioned "‘the franchise industry is
__'_ctéd to contribute RM 23.6 billion to the gross domestic product this year,
m RM 22.5 billion last year”. For the reasons above, fast food industry
0:" important in contribution to GDP in Malaysian economy. Therefore,

rstand the turnover intent in fast food industry became necessary.

102 Employees’ Turnover Intent within the Fast Food Industry

The annual turnover rate of food-service industry was reaching 300% stated
by Weinstein (1994). Then, Goel and others (1996) also stated that the

fourism and hospitality industry suffers from high employee turnover.

nti-International University (2013)
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er ore most of the researchers defined the hospitality industry contains the

y to Yeung and Berman (1997); Chow, Teo and Chew, (2012),
esources management are at creating value by associating human
1ent have changed over time. (Buren et al., 2011; Buller and McEvoy,
Chow et al., 2012) Therefore, employee's turnover intention has
a critical issue and challenges for most of the industries; the

és included fast food industry.

his research focuses the workers’ turnover intent in the fast-food industry,
the famous fast food organizations which are McDonalds, Pizza Hut, Dominos
P ia. A&WY, Kehtucky Fried Chicken (KFC) and Burger King also known as
._Well—known multinational companies. Most of the fast food industry in Asia
‘worth billions each year, it is growing in an ongoing basic (Datamonitor, 2005).
Jekanowski & Binkley (2001) also stated that the fast-food industry is known

as the world's fastest blooming food types. It is now accountable

International University (2013)




_Q;'Iead to customer satisfactions or dissatisfaction since they are the
ees who face directly to customers. Furthermore, according to the
ch conducted in Malaysia by Converging Knowledge Pte Ltd ( as cited
h Tsummary of the Independent Market Research Report, 2011), Malaysia
. ice industry is highly competitive. Every player in this industry always
iters with challenge in improving the standards and innovating their

ferings in order to attract more consumers.

y (1997) and Hom & Griffeth (1991) stated that turnover intent was
rted to be highly correlated with actual turnover. While Price (2001);
e & Griffeth (1991) mentioned the most researched phenomenon in
_organizational behaviour are turnover. To understand organizational
b h_éviour, theories of understanding turnover intention are also used for HR
-:-'pig'i'r'pose to increase the output by reducing the furnover rate in the

thanization and-avoiding negative affects in progressing development.

Turnover act included voluntary and involuntary turnover, Staw (1980)

&
=
=
.
£
z
ko
=k
]

mentioned that the voluntary turnovers create both direct and indirect cost,

: direct costs are such as a replacement in the organization, while the indirect

nti International University (2013)
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st such as the pressure on retaining the employee. Nowadays, the

loyees are more emphasizing to cash compensation but there are still
.ite numbers of employees prefer to non-cash compensation like benefits.
_T%E;.r'ough, this study is going to focus voluntary turnover intent. Furthermore,
"study must conclude that so many others did before, at the same time
éy're also many authors suggested that more turnover intention research
s necessary fo conduct in order to investigate the principal constructs of
mployee turnover. For this research, it will more clearly examine elements
luencing employee’s turnover intention; the factors included organizational
jol féctors, organizational factors, and environmental factors, particularly in

food industry Klang Valley, Malaysia.

_unseen problem would influence employees’ turnover intent in the fast-
industry in Malaysia is the organizational factors, job-related factors and
j”r:'.éﬁzmental factors. These 3 factors may increase the workers’ turnover
t of the fast food organization; especially when the organization .cannot
and effectiveness overcome the factors issue. Thérefore, if the fast
rganizations want to increase the customer satisfactions by providing
'b'e'_st customer service, the organi;afions should understand what factors
ng employees’ turnover intent the most, because the employees’ high
over intent may influence the employees voluntary resignation. When the
urnover rate happen the high costs may face by the organizations, the
ncluded training cost, threats of losing customers, cost of times, and etc.
:s:'this research objective is to investigate the main three factors which are
b-related factors, organizational factors, and environmental factors could
_affe_ét employees’ voluntary turnover intent toward fast food industry in Klang
a'fléy, Malaysia. In addition, there are many researchers emphasis on the
Erp:bortance of the correlation between the employees’ turnover intent and

) 'ganizationai development; there is still limited published research which

€xamined the environmental factors on fast food industry. This research is

designed to bridge the gaps as well.

tnti International University (2013)
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esearch Questions

This. étudy would like to investigate the main factors influencing the
pl 'yees’ turnover intent within the fast food industry and the relationship

e a1t each factor. The foliowing are guestions:

job performance influence the employees’ turnover intent in the
ood industry in Klang valley, Malaysia?

_'oe's-.--job satisfaction influence the employees’ turnover intent in the
ast food industry in Klang valley, Malaysia®?

agement supervision & style influence the employees’
ver intent in fast food industry in Klang valley, Malaysia?

.ay and promotional opportunity influence the employees’
ser intent in the fast food industry in Klang valley, Malaysia?
pportunity influence the employees’ turnover intent in the fast
r dustry in Klang valley, Malaysia?

"'ki_nships responsibility influence the employees’ turnover intent

ast food industry‘ in Klang valley, Malaysia?

earch Objectives

ine the factors influence employees’ turnover intent within the fast-food
ry and the significant & correlation between each factor and employees’

ver intent.

nternational University (2013)
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specific objectives of the research are:

To examine whether the job performance affects employees’ turnover
intent toward fast food industry in Klang Valley.

To examine whether there is a significant relationship between job
.satisfaction and employees’ turmover intent toward fast food industry in
Klang Valiey.

To examine whether management supervision & style affect
employees’ turnover intent toward fast food industry in Klang Valley.
.'To examine whether there is a significant relationship between pay and
:p‘_romotional opportunity and employees’ turnover intent toward fast
_';fo .d industry in Klang Valley. |

o examine whether there is a significant relationship between kinship
responsibility and employees’ turnover intent toward fast food industry
in Klang Vailey.

To examine whether there is a significant relationship between
alternative opportunity and employees’ turnover intent toward fast food

Iindustry in Klang Valley.

nificance of the Study

e industry perspective, employee turnover rate has increased in fast-
hd:ustry stated by Bauer et. al. (1998). Consequently, increase the
Ff}_ or recruitment costs to the organization. By doing this research, its
the fast-food organizations reduce turnover rates, it's also reduced the
orga ?ational costs in terms of time, hiring and training the new employees.

ddition, by understanding the factors focus to retain the talented

ployees to perform the excellence job.

'_i."I'r_jternationaI University (2013)
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an employer perspective, the supervisors or managers needed to
. tlfy and execute the practices and policies that help to retain employees.
employers can use this research’s resuit to design or develop a retain
tegic plan to increase employees’ job satisfaction on management style,

y. promotions, and etc.

om the academic perspective, the scholar or a future researcher will be
fitting the foundation of the research implemented. This research
ses many concepts, models, and recommendations to avoid high

er rate in the fast-food industry.

Limitations of the Study

he research resuits were based on the selected employees which
at particular fast food organizations in Klang Valley, Malaysia. There
less accurate on the research results because it only covers a small

f employees who working at Klang Valley, Malaysia.-

he survey is based on the use of self-administrated survey data, which
e influenced by response biases examplef misinterpretation of the

and some individual errors.

erested but not decisive.

_:_S___tiy, these studies are completed in the limited time and limited budget,

Ny specific parts ignored.

nternationatl University (2013)
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Assumptions of the Research

Convenience sampling methods are used for this research. The organizations
..volved in this research are McDonald, KFC, A&W, Pizza Hut, Dominos
a, and Burger King. Therefore, the respondents of this selected
organization assumed to represent the whole population of the fast food
stry's employees who working in Klang Valley, Malaysia. Convenience
mphng are used in this research because lack of budget and time.
.ever, the data and information obtaining from Kuala Lumpur & Selangor
strongly represent general information of Klang Valley, Malaysia.

refore, the result is reliable for the findings and discussion.

rgeted sample is those peoples who workings in the fast food industry,
. of the respondents are bottom level employees in the organizations.
Qh some of the employees are limited educational background, but this
éfch assumes those employees will have some basic ability to read and

ver the questionnaire.

‘Operational Definitions
fnover Intent

over intention is a measurement of an organization’s employees plan to
their positions, or whether the organization plans to fire the employees
positions. Turnover intention has a high correlated relationship with

er; it can be either voluntary or involuntary.

b-related Factor

Job-related factor can be many aspects of a job, its included job performance,
job satisfaction, and job knowledge, skills of the job, mental, physical

demands and working conditions that can be recognized.

Inti International University (2013)



20

Organizational factors are elements and descriptors that define an
inization's character, property, function, and impact. Example of
nizational factors included management & supervision style, pay and

promotional opportunity, structure, climate, politics, process and procedure,

ment Factors

nmental factors are the elements included physical, cultural,
graphlc economic, political, regulatory, alternative opportunities for
g a better job, kinship responsibility or technological environment that

s the growth of the organization.

‘Outline of the Chapter

Introduction

lapter two (2), there are some of the theories, definitions, and finding

Previous researchers that related to this research are being discussed.

ernational University (2013)



3 Research Methodology

_t_e""'-'three (3), methods of research will be explained, it included

"'h:-"design, type of research, data collection, sampling method,
ondents, sample size, validity & reliability test, measurement

bl s and etc.

4 Findings and Discussions

_(4), this chapter consists of the findings or results of data

ined in detail.

5 Conclusions, Recommendations, and Personal

ve (5), in the last chapter, the summary of the research will be
:ecommenda’nons to Human resource managers or fast food
e stated in this chapter. Then, personal reflechons will be

research as well.

| Internatiopal University (2013)




CHAPTER 2

LITERATURE REVIEW

ér two (2), it's about the description of conceptual analysis,
F theories, results of previous studies about turnover intention,
ts and independent variables of the research. Moreover, there
earch models will be illustrated. Then, research framework and

otheses will be designed based on previous research.

nition of Employee Turnover and Turnover Intent

Definition of Employee Turnover

tumnover is the ratio of the number of workers that had to be

iven time period to the average number of workers” said by

.. Glebbeek & Bax (2004j stated that employee decided to

ocess of deeds that takes from the worker to resign or forced

to- histher being replaced. This actions influence company

n terms of organization’s efficiency and effectiveness. Price and

1981) defined that employee turnover is a ratio of organizational
ees 'Who leave the organization throughout the time being considered
b he total number of employees at the organization. Woods (1995)
ied that when an embloyee is leaving, it might be a hew worker will be
and also trained for organizational performance. This process is known
mployee turnover. In simpler words, employee turnover is a process

:l_ated with filling the vacancy.

rnational University (2013)
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dition, Ongori (2007) mentioned employee turnover is not a new
ption in management but it is a serious issue in human resources
r?h'aﬁagement that make awareness of government and influencing industry
relations management practitioners in the different industries in the world. In
obalization and 21st century, the high competition in organizations
ected by continuously developing tangible products and services provider
c;:rganizations which based on the strategies and involved of employees,

etaining employees to avoid high turnover rate became a vital issue.

Jing to Hom and Griffeth (1995), there are some models different with
”a turnover thinking, example “Unfolding Morel” of voluntary turnover
c_é!l"point of employee’s decisional aspect, it is related to instances of
E;ry employee turnover as decisions to quit the organization. In fact,
(1990) stated that the model is based on the theory of decision making,
__é:ge theory. The image theory explained cycles of how individuals
"sion in information throughout the decision of making. In other.words,
odel is that employee quits an organization after they have analyzed the
for leaving. Beach(1990) also stated that the employee doesn't often
> cognitive resources in order to methodically appraise the inward
ation. Beach also mentioned that, he rather compares incoming

formation to more heuristic type of decision making for option.

‘The definition of Turnover Intent

nd Griffeth (1991) explained that turnover intent is a result variable and
f’gtlonally defined by 3 aspects of thoughts: which is intent to search, intent
e & thinking of quitting. Thus the conceptual definition for turnover
=Ntion has a h‘igh correlation to an individual’s intent {o leave the company.
Q_ﬁbn and Tuttle (1986) defined turnover intentions refer to an individual's
= eived probability of retaining or quitting a company. In addition, the
nover behaviour is the primary antecedent for turnover intentions. Hom and

Criffeth (1995) also mentioned that turnover intentions as a cognizant and

ti. International University (2013)
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nal wilfulness of an individual voluntary leave the organization.
refore, Employee turnover intentions are the greatest predictor of
p:_c.')yee turnover behaviours. (Griffeth, et al, 2000; Price, 2001; Hemdi,
6: Samad, 2006)

. Types of Employee Turnover

untarily employee turnover vs. involuntary employee turnover

and lkemefuna (2012) defined that employee turnover can be divided
-.'-lh\)oiuntarily and voluntary turnover. Voluntary employee turnover is
--ﬁhe worker initiates decided that quit the company, while involuntarily
ker: turnover are forced to resign or termination by the organization. The
of the situations in employee turnover is redundant, retirement,

missal, termination, relocating and etc.

2001) stated that actual turnover is often correlated with turnover
._!’[ IS very important to differentiate voluntary and involuntary turnover
€ voluntary turnover has high influences toward organizational
_ahce while involuntary turnover rate will 'be lesser compare with
tary turnover. In addition, according to the previous studies, there is
ol :'th"én half of the researchers focus on voluntary turnover. The example of
affecting voluntary turnover can be job satisfaction, job performance,
nd regulations of the organization, promotion opportunities, job
nity for the environment, or kinship responsibiiity. Therefore, this
_:a'réh is going to focus voluntarily turnover intent in fast food industry
Ng Valley, Malaysia.

ternational University (2013)



ployee Turnover on Organization

uch concentration-has been paid and discussed the turnover

Yo use many previous studies have been proved that turnover
f'iq.__n.ce toward organizations. (DeMicco and Giridharan, 1987;
tr k','_l_1990; Cantrell and Saranakhsh, 1991; Denvir and McMahon,
‘dd'i'ti__:n, a lot of researchers aiso stated that the high turnover ratio

on might have the more negative effects on the productivity

lity of the company (Wasmuth and Davis, 1993). Therefore,

ternational University (2013)
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»

096) had also explained in his studies about “Several Categories of
_-e.n.se'S by Cascio”. According to Cascio, employee voluntary or involuntary
'o_\)er may cause three categories of costs should comprise in
'iz: tional loss. The three categories of costs included separation cost,
:_a_c;é.n:’tent cost and training cost. The detail of “Several Categories of

Ex -ené’es by Cascio” shown in the table 1 below:

Several Categories of Expenses by Cascio

e of costs Features

The costs incurred for exit interviews.
Administrative functions related to the termination.

Separation/severance pay.

Advertising position available in various media.
Entrance interviews.

Holding decision making meetings.

Norms of conduct and performance.

ISR N NN B N NN

Disseminating relevant information for

organizational socialization.

v Participate"‘in on-the-job training activities.

tal, 1996)

Reviews of Relevant Theoretical Models

are many studies were conducted on estimating and developing a
sal model related to factors of voluntary turnover (Barak et al., 2001).
fé__'ére muiltistage processes included in the turnover theoretical model: the
Fﬁpfes of turnover behaviour include behavioural, attitudinal, and

€cisional components.

International University (2013)
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ch & Simon’s Model

arch & Simon’s modei is an essential model for voluntary turnover,
-ause many studies of voluntary turnover are lineage to the March &
n's (1985) research model, example Mobley (1977) & Lee et. al. (1999).
. ch & Simon's model also link to Barnard-Simon’s theory, which
ional equilibrium theory where all workers making turnover decisions
heir relations with their organization (Mano, 1994). Bowen & Siehl
so stated that March & Simon's model are concerned in the “decision
Cipate”, the key variable is “desirability and ease of movement in and

he organization”.

are two factors can influence the employees’ decision to quit the
ation, which is “perceived ease of movement’, and “perceived
ty of movement”. "Perceived ease of movement” refers to the
a .of perceived opportunity around the environment, while “perceived
ility of movement” is referring to affected by the job happir{ess of
s stated by Morrell and others, (2001). In simpler -words, the terms
fnents can affect the empioyee’s turnover intention; the inducements
pay, and contributions. When inducements increased by the

Zation, it will lower down the turnover intention of employees.

ver, Morrell and others (2001) also argued that, there are many
ns in March and Simon's model. They are failing to comprise
rtant factors that can influence the turnover process; examples job stress,

Volvement, and etc. Figure 1 shown Simplified march & Simon's model:
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bley’s Model

'odel is the pioneered a wide explanation of the psychological

e pfocess. It is based on the several former preceding studies, for
arch & Simon’s theory (1958) about the “ease” and the “desirability”

ork concept, while Porter and Streer’s model (1973) of met-
tion and intention to quit. However the Mobley’'s model is heuristic
‘than descriptive model (Mobley, 1977). Therefore, the employee

.___ér decision process stated by Mobley (1977) has shaped course of
fnover studies in the past.
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model determined the termination decision process as a series of
e Stages; the cycle included appraising the current job, continued with
otional circumstances of satisfaction or dissatisfaction. The initiate
of leaving the organization are affected by dissatisfaction. Then the
"t'hfé appraising of the expected utility of research and cost of leaving
pany. Expected utilities of research are referred to lost work time or

. y of possible alternative travel and etc.

he opportunity of finding an alternative is available, at the same time
""a:fe not that high, then the next footstep would be the behavioural
ic 1 to search the opportunity followed by the research. When the
t'y'*'iis there, the next steps are evaluation of alternative will proceed.

e'"rm'qre, the comparison of the current job to alternatives job will go after.

lternative is better than current job, the intention to leave will be
ated, and then the decision to quit will become an actual turnover
fobley, 1977).

N, some other researchers improved Mobley’s model by comprising
© 'ef:__ariables, example organiiational commitment by Kim et al., (1996),
"-i'cfe.'.& Mueller (1981), including factors that influencing job satisfaction
studies. Hom & Griffeth {(1991) mentioned that Mobley’s model is lack
mpirical evidence for the conceptual differentiation between his
fory constructs, example their study resulted that “intent to leave”
Pplace before the “intent to search”. Therefore, Hom and others (1991)
hhanced the Mobley’'s construct. The schematic illustration of the

over decision process is illustrated in Figure 2.
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