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Abstract

Small and medium-size enterprises (SMEs) of China play an important role in
employment and economic development, it not only promote the economic
vitality, and also create works and improve people's lives (Shi, 2013). However,
SMEs have a high employee turnover rate, therefore, the purpose of this study
is to determine the factors that influence the employee retention, and the
relationship between Dependent Variable (employee retehtion) and
Independent Variable (pay and reward, training, career development), along

with the mediating effect of employee engagerhent.

The literature review on employee retention was made to determine within
which theoretical frameworks it is relevant to discuss the issue of employee
retention, and it stated that retention can be influenced in the sphere of
performance appraisals, training and promotion opportunities, rewards and etc

based on HRM theory.

Based on convenience sampling, the sample size 384 was choose to collect
information by distributing 512 online questionnaire according to Krejcie and
Morgan’s (1970) guideline, and use the SPSS to analyze the data. The findings
indicated that the pay and reward, fraining, career development have positive
relationship with employee retention, while, employee engagement is also

having influence on the retention in SMEs in Shangdong, China.

Key words: employees retention, pay and rewards, training and career

development, employee engagement.
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Chapter 1: Introduction

1.0 Chapter Overview

he chapter provides an introduction of the research topic about employee
etention for Small and Medium Enterprises (SMEs) in Shangdong, China. First
df:'-.'ail, it will make an illustration of the research background, the following is the
"p..rablem statement of the study. After the problem statement it will explain the
research objectives and the research questions. This chapter also show the
ignificance of study (Academe and Industry) and the scope of the study, as

aé the limitations of study will be addressed accordingly. At end of the
h'“ap}.ter, it state that the operational definitions relative to the research and

nization of chapters.
‘Research Background

ployee Retention refers to the techniques employed by the management to
. e employees stay with the organization for a longer period of time (Igbal
ashmi, 2015). The strategies of employee retention are benefit for

'o.ti_\'iating the employees so that employees can contribute to the company

fféctiveiy and stay with the company for the maximum time (Al-Emadi et al.,
2015). The company’ sincere efforts must make the employees’ learning and

_g'rbwth in the current works and make employees to enjoy work.
At present, employee retention has become a major issue for organization,

especially small and medium-sized enterprises (SMEs). There has formed a

tendency that an employee usually move to other company for better prospects
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Cunningham and Rowley, 2010). The company’s training, lucrative salary,

_ ﬁérds, work environment, career development and work life balance are
:'_o_me of the factors which prompt an employee to look for a new job
Cegarra-Leiva et al,, 2012). When a professional employee want to move to
: I{er organization, it is the responsibility of the the human resource team and

manager fo find out the exact reasons and to solve it (Cunningham and Rowley,

Why Employee Retention is Need and Importance for a company, there are

me reasons as follows: .

__|ririg.process is not very easy for organization. The HR select few individuals

: online recruitment website or other way to attend the preliminary interviews,
then through a series of tests and evaluate choose employee to join the

m any, eventually give the new employee three to six months probation

od to judge whether new émpioyees are fit for the organization or not

-Ju, 2010). Hence, to recruit the employees is a time consuming process, if
-br_ganization can’t retain employees for a longer period of time, the

g’an'iZation would waste a lot of manpower and resources; in other words, it is

ecessary to retain employees for organizations.

ach company invests a lot of money and time in grooming a new employee
nd make emplioyees understand the company’s culture and ready to work

(Fejfarova and Urbancova, 2016). A new employee is completely raw, the

-management must to train new staff better for overall development. When an
employee leaves an organization to other company, it means the company lose

of time and money (Jie, 2010). In order to find the employee for the same

INT! International University (2016)



ancy, the HR has to start the recruitment process again. Finding a right
_ rﬁpioyee is not easy work for HR, but when the employee leaves, all efforts go
- waste (Chin-Ju, 2010). Hence, it is important to understand retention to reduce

osts and wasiages.

\When an employee leaves from the present company, it is more likely means
hat the employee would join the competitors. In this situation, employees
sually take all the policies, strategies and project from the current company to
he new one (Cegarra-Leiva et al., 2012). Employees take away the important
ormation, statistics and data, even leak the secrets of the company. Itis
__ss_é_r'l::tial that the new employee sign a document about confidentiality
greément to protect the company’s information security (Jie, 2010). Strict
olicy can prevents the employees joining organization’s competitors, this is an

fective method to retain the employees (Fejfarova and Urbancova, 2016).

_mp!oyees working for a .Iong time in one company are more familiar with
o‘fganization’s guidelines, policies and employees will adjust themselves

'tt':' r(Lin, 2012). Those employees have a better performance than employees
ho hange works frequently. Spending a long time in a company, employees
'ndérstanding the organization better and contribute to the company effectively

Mohamed et.al., 2013).

if: Each employee needs time to adjust with others. A member of team must to
“know all the team members, be friendly and trust each other, and thus, when
team members have unity and cooperation to deal with something, the company
can get the maximum benefit (Jie, 2010). When a new employee replaces an

old employee, the team will appear some problems. Employee will find it difficult
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'get along well with others. It is a challenge for everyone to adjust with new
employee and trust him. It is a human nature to compare a new employee with

the previous employees (Lin, 2012).

It is essential for the company to retain valuable employees. Each company
needs talented and hardworking employees, the employee can create
omething different with other company. If all the top performers leaves, no

rganization can survive (Fejfarova and Urbancova, 2016).

e organization must understand the difference between an employee and a
luable employee, organizations’ sincere efforts must be made to encourage
e employees stay happy in the current company and don't look for a new
pany (Al-Emadi et al., 2015). Consequently, given the importance of

I dyee retention, this study aimed to ascertain the factors influencing
iloyee retention in SMEs {?f Shandong, China, as culturally, the region may
i om previous studies Cegarra-Leiva et al. (2012)-- Spanish, Shore

013)- South Korean.
Problem Statement

ma__!l and medium-size enterprises (SMEs) of China play an important role in
mployment and economic development, it forming the most of the country's
"nvéte investors (Cunnihgham and Rowley, 2010). According to the China
js_sociation of Small and Medium Enterprises (2012), the number of SMEs
reéistered in China exceeded 70 million and contributed to 58.5% of gross
f'i_d'_omestzc product (GDP), 68% of exports, 75 % of new jobs and 50% of tax

.revenues every year. The Minister of Industry and Information Technology Li
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izhong (2012) said that SMEs occupied 99% of China's registered enterprises,
-}'_and the output during the Jan- Sep period this year amount to about 60% of the
:ountry's GDP. Shi (2013) stated that SMEs promote the economic vitality,

‘more importantly, it also create works and improve people’s lives.

ithough the SMEs create lots of job opportunities for employee, the HRM is

. important to small and medium-size enterprises. SMEs can get all the

d .antages with the effective human resource management and do better than
ompanies with less effective HR practices (Chin-Ju, 2010). For example,
'ejseérchers studied 168 fast-growth SMEs, and then provided that successful
f_zgh-'g.'mwth SMEs placed greater importance on pays and rewards, career and
evelopment, recruitment packages, and training than other firms

( egarra-Leiva et al., 2012). Those findings indicated that human resource
_ct_w_iﬁés have a positive influence on performance in SMEs (Cunningham and
w y, 2010). In addition, fo[ many SMEs, effective HRM is also a criteria for
ng and keeping big customers. Today, all the business must abide by
national quality standards (1ISO-9000 requirements), this means even

ller businesses must attend to the human resource processes, to determine
policies and whether the firm need changes or not, for example, job

sign and training (Fejfarova and Urbancova, 2016).

owever, SMEs face many challenges and the biggest issue is employee
eiéntion (high employeé turnover rate). The small firms often lack of legitimacy
nd resources in the market so that firms face some threats to existence.
articular challenges arise in training, retaining, career and development for
mployee, and motivating employees (Pingle, 2014). SMEs usually have no

formal training system in human resources management and also don't have a

¢ INTI International University (2018)



 structures. Therefore, in order to solve those problem, SMEs need to

tract and retain the right employees (Schmelter et al., 2014).

om what has been discussed above, SMEs is very important for a country, the
_' mbbyee retention is very vital for SMEs. In order to solve this serious problem,
he SMEs in Shan'gdong, China as the research range, to research the factors
hat influence the employee retention and the relationship between the factors

a‘nd:'émployee retention.

_Ré‘search objective

s Qyée retention in SMEs.
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___eéearch objective 1: To analyze the relationship between pay and rewards
‘and employee retention in SMEs in Shangdong, China.

Research objective 2: To analyze the refationship between training and
'éhwployee retention in SMEs in Shangdong, China.

Research objective 3: To analyze the relationship between career
evelopment and employee retention in SMEs in Shangdong, China.

Research objective 4: To study the mediating effect of Employee Engagement
on "fhe relationship between the factors and employee retention in SMEs in

hangdong, China.
esearch question

‘research focuses on exploring the influences of factors to retain employees
_ MES, a successful SME want have a good employee retention have to know
) ‘company'’s policies attract employees effective. Based on the research

ctives be mentioned above, there are some key research questions as

earch question 1: What is the relationship between pay and rewards and
loyee retention in SMEs in Shandong, China?

"R'e"_:_s'_"earch question 2: What is the relationship between training and employee
| ion in SMEs in Shandong, China?

Research question 3: What is the relationship between career development
nd'employee retention in SMEs in Shandong, China?

-_Reéearch question 4: What role does Employee Engagement play in
-m'_ﬂuencing the relationship between factors and the retention of employees in

‘SMEs in Shangdong, China?
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