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Abstract

Although substantial diff erences exists between employee commitment and 
loyalty,  none of the studies made an att empt to understand these constructs 
separately and analyse the causes and consequences of employee loyalty. 
In this context, the present study att empts to investigate the antecedents 
and consequences of employee loyalty in the software industry context. The 
fi ndings of this paper indicate that employee engagement, satisfaction and 
commitment have positive and signifi cant impacts on employee loyalty and 
are considered to be the signifi cant causes for predicting employee loyalty; 
at the same time the consequences of employee loyalty such as absenteeism 
and intention to quit do not have any signifi cant eff ect. However, the study 
fi nds that employee satisfaction has a signifi cant eff ect on the intention to 
quit via employee absenteeism. The paper shows that, from the managerial 
perspective, it is necessary for employers and policy-makers to know the causes 
and consequences of employee loyalty to retain the employees in the long 
run. The fi ndings of the study suggest that, in order to develop commitment 
and thereby loyalty, the employer should create a congenial atmosphere for 
employee engagement and should create satisfi ed employees. At the same 
time, this created satisfaction will reduce employee absenteeism and the 
intention quit. Thus, the att ention of the software-employee management 
should fruitfully focus on the development of employee engagement, 
satisfaction and commitment, which will ultimately lead to employee 
loyalty.

Keywords: Customer engagement, job satisfaction, commitment, loyalty, 
absenteeism, intention to quit.
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Introduction

In recent years, there has been a great deal of enthusiasm for 
building employee loyalty among employers because of its ability to 
predict behaviours such as att endance, turnover, and organizational 
citizenship (Schalk & Freese, 1997). The concept becomes a central 
concern as the employers seek assurance that empowered or loyal 
employees will exercise their discretion in the organization’s interests 
(Tsui, Ashford, Clair & Xin, 1995; Roehling, Roehling & Moen, 2001) 
especially in knowledge-intensive companies. In those companies 
the knowledge base is important to produce products or services, 
most work can be said to be intellectual in nature and well-educated; 
qualifi ed employees form the major part of the work force (Alvesson, 
1995; Morris & Empson, 1998; Starbuck, 1992). Loyalty is not simply 
grounded in an object’s characteristics but in some relational 
connection. Therefore, building the relationship between employer 
and employee is very important to build loyalty in an organization. 
Loyalties develop over time in an organization because of the 
continuity of overlapping, shared experiences of the same places or 
persons or events. A truly loyal employee in an organization does not 
act merely in order to promote personal benefi ts. Such an employee 
has the employer’s or the organization’s best interest at heart, and 
strives to promote that interest (Michalos, 1981).

The defi nitions of loyalty range from specifi c to broad and such large 
variations in defi nition of loyalty makes it diffi  cult to determine and 
measure what actually loyalty is. Also it becomes diffi  cult to analyse 
the antecedents and consequences of employee loyalty (Coughlan, 
2005). Loyalty has been defi ned as “employee’s feeling of att achment to an 
organization” (Hirschman, 1970). Logan (1984) defi ned a loyal employee 
as one who did not accept a position with another organization. 
Dooley and Frynell (1999) describe loyalty as “disinclination toward 
opportunism”. The concept of loyalty has been loosely defi ned and the 
literature is mixed and inconclusive regarding the diff erences between 
loyalty and commitment. Allport (1933) categorized three elements of 
loyalty- voluntary nature, demand for ongoing adherence, and its grounding 
in morality diff erentiates it from commitment (Coughlan, 2005). Morrow 
(1983) is of the opinion that, though loyalty and commitment have 
much in common much is lost when both are used interchangeably. 
Although loyalty is diffi  cult to quantify, the behaviour consistent with 
loyalty can be measured, for example off ers passed on to the others 
(Sajven, 2007). Loyalty describes “constancy, fi delity and devotion”. 
Loyalty does not encourage exit as an option even when an employee 
has att ractive off ers. (Hirschman, 1992).  It has been defi ned in either-
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or terms, that is, either an employee is loyal or not. This dichotomous 
approach provides scope for further investigation into loyalty. The 
term loyalty connotes diff erent meanings to diff erent people (Hart 
& Thompson, 2007). Although both the terms have been used as 
synonyms, both are diff erent at least in two ways. Commitment 
towards an organization is a matt er of personal choice – whether 
to commit or not based on rational judgment. Loyalty includes a 
normative component that is, it is an obligation or duty. Commitment 
is unidirectional, that is commitment is measured as the extent to 
which an employee is committ ed; however loyalty is mutual; loyalty 
comes out of relationships. However commitment still remains an 
important element of loyalty (Hart & Thompson, 2007). Hart and 
Thompson in their study applied three distinct forms of commitment 
to loyalty and then defi ned loyalty. Loyalty to one’s employer may 
come from a genuine desire to maintain the relationship even in 
adversities (aff ective component); costs of disloyalty would be more 
(continuance component); one has to be loyal because it is a duty to 
remain loyal (normative). Using these three dimensions they defi ned 
loyalty as “An individual’s perception that both the parties to a relationship 
have fulfi lled reciprocal expectations that (a) denote enduring att achment 
between two parties, (b) involve self-sacrifi ce in the face of adversities, and 
(c) are laden with obligations of duty”.

The purpose of this study is to investigate the antecedents and 
consequences of employee loyalty in the software industry context. 
The extant literature in employee loyalty considered commitment 
and loyalty as synonyms, and studied the commitment/loyalty of 
employees towards the boss (e.g. Zhen Xiong Chen et al., 2002). Thus 
it is worthwhile to diff erentiate the construct of commitment from 
loyalty and analyse the causes and consequences of the employee’s 
loyalty in the software context. However, there are no studies to 
date that have investigated the antecedents and consequences of 
employee loyalty. As far as we are aware, this is the fi rst article to 
examine employee commitment and loyalty as separate constructs 
and examine the antecedents and consequences of employee loyalty 
in the software industry. 

The paper is organized as follows. The fi rst section develops a 
conceptual model of the causes and the consequences of an employee’s 
loyalty in the software industry. The second section carries the 
research design, which explains the methods, the measures and the 
sample. The third part of the study discusses the analysis and the 
results. The paper concludes with the discussion, the implications 
and the directions for future research. 
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Conceptual Model Development

In this section, the study develops a conceptual model of the causes 
and the consequences of an employee’s loyalty in the software industry 
(see Figure 1). The study captures the employee’s engagement, 
satisfaction, and commitment as antecedents of employee loyalty and 
its behavioural outcomes like absenteeism and intention to quit as 
the consequences, which are the centre stage of the discussion. The 
objective has been to develop an improved understanding of not only 
the constructs themselves, but also how they relate to each other and 
subsequently leads to behavioural outcomes.

Employee Engagement as a Driver of Employee Commitment and 
Job Satisfaction

The extent literatures have provided a number of defi nitions for 
employee engagement. Khan (1990) defi ned personal engagement as 
‘the harnessing of organization members’ selves to their work roles. 
In engagement, people employ and express themselves physically, 
cognitively, and emotionally during role performances”. Maslach, 
Schaufeli and Leiter, (2001) defi ned engagement as characterized 
by energy, involvement and effi  cacy; the direct opposite of the three 
burnout dimensions of exhaustion, cynicism, and ineffi  cacy. In an 
operational point of view engagement can be defi ned “as a positive, 
fulfi lling, work-related state of mind that is characterized by vigour, 
dedication, and absorption” (Schaufeli, Salanova, Gonzalez-Roma 
& Bakker, 2002). Employee engagement is considered to be the 
mediating variable for the relationship between constructs such as 
job satisfaction and commitment (Maslach et al., 2001). Engagement 
has been a crucial factor, which is positively related to organizational 
commitment and loyalty, and negatively related to intention to quit 
from that organization (Schaufeli & Bakker, 2004; Sonnentag, 2003). 
However, there are some researches which found the relation among 
engagement and many other constructs in the organizational science 
literature. For example, the meta-analysis of the association between 
job satisfaction and aff ective commitment reveals a correlation of .65 
(Meyer, Stanley, Herscovitch & Topolnytsky, 2002). Such levels of 
association still leave room for diff erential relationships with other 
outcome variables of interest and can add to our understanding of 
organizational phenomena. Nonetheless, as a relatively new construct, 
more work establishing the validity, diff erential antecedents and 
diff erential outcomes associated with engagement is warranted 
(Gruman & Alan, 2011). Therefore, it is hypothesized that:
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Hypothesis 1: Employee engagement has a positive impact on 
employee commitment.

Hypothesis 1a: Employee engagement has a positive impact on 
employee loyalty.

Hypothesis 1b: Employee engagement has a positive impact on 
employee job satisfaction.

       

Figure 1. The model of antecedents and consequences of employee 
loyalty.

Employee Job Satisfaction as a Driver of Employee Commitment 
and Loyalty

The concept of job satisfaction can be defi ned as a positive emotional 
state that generates an aff ective response to the job situation (Locke, 
1984). Organizational commitment can be defi ned as a psychological 
state that binds an employee to an organization (Jafri, 2010). There are 
three main theoretical perspectives existing in the area of satisfaction-
commitment relationship. First, commitment to the company develops 
from job satisfaction such that commitment mediates the eff ects of 
satisfaction on withdrawal variables. The second perspective holds 
that the direction of infl uence between satisfaction and commitment 
is the reverse of that above. The third view holds that both satisfaction 
and commitment contribute uniquely to the turnover process. Bhagat 
and Chassie (1981) studied fi ve aspects of satisfaction and suggested 
that satisfaction with promotional characteristics was an important 
contributor to organizational commitment. Satisfaction with 
promotion is an important element in organizational commitment of 
men workers (Welsch & La Van, 1981) as well as overall job and work 
satisfaction (Bluedom, 1982).

ENGAGEMENT

SATISFACTION

COMMITMENT LOYALTY

INTENTION TO 
QUIT

ABSENTEEISM
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Other than commitment and loyalty, the literature says job satisfaction 
has two important outcomes; absenteeism and turnover. There are 
research fi ndings that linked job satisfaction to absenteeism (e.g. 
Hackett  & Gyion, 1985; Brook & Price, 1989). Baker (2010) found that 
job satisfaction has a direct eff ect on absenteeism, while indirectly 
aff ecting turnover or switching through absenteeism. 

Hypothesis 2: Employee satisfaction has a positive impact on 
employee commitment.

Hypothesis 2a: Employee satisfaction has a positive impact on 
employee loyalty.

Hypothesis 2b: Job satisfaction has a direct eff ect on employee 
absenteeism.

Hypothesis 2c: Job satisfaction has only an indirect eff ect (IE) on job 
quitt ing through absenteeism.  

Commitment as a driver to loyalty

Meyer and Allen (1997) defi ned commitment as a multidimensional 
construct consisting of three dimensions in the organizational 
context. These three dimensions of the construct are the aff ective 
(aff ective att achment to the organization), continuance (perceived 
costs associated with leaving the organization) and normative 
(feelings of obligation toward the organization) dimensions. Bansal, 
Gregory & Shirley (2004) extended Meyer and Allen’s (1997) three-
component model of organizational commitment. The authors 
defi ned commitment as a force that binds an individual to continue to 
purchase services (i.e. not to switch) (Bansal et al., 2004). Employees 
with strong aff ective bonds stay with the organization because they 
want to. Those with strong continuance commitment remain because 
they feel they have to. Normatively-committ ed employees stay 
because they feel they ought to. Aff ective commitment develops when 
the employees become involved in, recognize the value-relevance of, 
and/or derive their identity from, an association with the organization. 
Normative commitment develops when employees internalize the 
organizational norms through socialization; receive benefi ts that 
induce them to feel the need to reciprocate and/or to accept the 
terms of a psychological contract (Rousseau, 1995). Continuance 
commitment develops when the employees perceive that there are 
no alternatives other than to remain in the current organization. 
Research has shown signifi cant interest in studying  commitment as 
a major predictor of various matrices related to retention, particularly 
switching/staying intentions and repurchase intentions (Bansal et al., 
2004; Fullerton, 2003; Venetis & Ghauri,2004; Jones et. al., 2007). As a 
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construct it describes an att itude that refl ects the desire to maintain a 
valued relationship (Moorman, Zaltman & Deshpande, 1992; Bansal 
et. al., 2004). 

Meyer and Herscovitch (2001) stated that maintaining the relationship 
with a target or organization is the focal outcome associated with 
commitment. Most of the defi nitions in organizational commitment 
literature state that commitment is the existence of a psychological 
bond between the individual and the organization. Such a bond 
includes concepts as the readiness to expend energy, loyalty and work 
toward the organization’s goals, the unwillingness to leave for rewards 
that may be greater elsewhere, a sense of oneness to the organization, 
a positive valuation of the organization, or acceptance of and 
identifi cation with the organization’s values and goals(Chusmir,1988). 
Passiante (2006) stated that commitment aff ects loyalty. In the present 
study, commitment can be stated as an employee’s psychological 
att achment to the organization that develops before the employee 
determines to stay in the organization from a sense of loyalty. 

Hypothesis 3: Employee commitment has a positive impact on 
employee loyalty.

Hypothesis 3a: Employee loyalty has a negative impact on employee 
absenteeism.

Hypothesis 3b: Employee loyalty has a negative impact on employee’s 
intention to quit.

Research Design

Method

The present study applies the PLS structural equation modelling 
(SEM) to estimate the theoretical model using the software programme 
SmartPLS( Ringle, Wende & Will, 2005). Many of the extant literatures 
suggested PLS (Wold, 1975) as the suitable method for estimating 
complex models. This suggestion was based on the grounded 
argument that other widely acceptable techniques that are used to 
estimate the relationship among the latent variables; especially the 
co-variance-based SEM introduced by Joreskog (1973) exemplifi ed by 
many available software programmes, including LISREAL (Joreskog 
& Sorbom, 1993), AMOS (Arbuckle, 1994), EQS (Bentler, 1995) and 
Mplus (Muthen & Muthen, 1994) make more strict assumptions on the 
data. At the same time, Fornell and Bookstein (1982) suggested two 
main problems associated with the co-variance-based SEM technique: 
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(1) Improper Solutions 

(i.e. solutions outside the admissible parameter space). The term 
improper solution describes several possible problems with model 
estimation, ranging from model non-convergence to invalid values 
for parameter estimates. Non-convergence in estimation occurs 
when the maximum likelihood process cannot fi nd a minimum-fi t 
function.  Usually the estimated model does not converge because of 
very serious mistakes in how the model is specifi ed. Hsu et al. (2006) 
suggested several reasons for improper solutions: (a) the theory is 
wrong, (b) the data are inaccurate, (c) the sample size is too small, 
or (d) the covariance structure analysis is not appropriate for the 
analysis task (Fornell & Bookstein, 1982; Gerbing & Anderson, 1987). 

(2) Factor Indeterminacy 

Therefore, PLS was considered to be the suitable technique for 
general SEM purposes. There are several reasons for the widespread 
use of PLS for measuring customer satisfaction. These are, (a) PLS 
is not based on any strict assumption about the data, especially the 
assumption of normality (Ferreira, 2010); (b) PLS is best suited for 
predictive purposes (Chin, 1998, Ferreira, 2010); (c) it is more effi  cient 
in small sample size as well; (d) it avoids the indeterminacy problem 
(Hulland, 1999; Ferreira, 2010); and (e) works with both formative 
and refl ective indicators (Ferreira, 2010).

Hermon Wold (1966) was the fi rst person who introduced the idea of 
partial least squares in psychometric literature through his famous 
book “Estimation of principal components and related models by iterative 
least squares”. However, the application of this in path models with 
latent variables was published by World in 1979 and then the main 
references on the PLS algorithm are World 1982, 1985(Tenenhaus et 
al., 2005).

The partial least square method is a two-step procedure: 

In the fi rst step, latent variable scores are computed using the 
PLS algorithm. In this, a measurement model is conducted using 
the measurement variables to their own latent variable and this 
measurement model, also known as the outer model, can be expressed 
as: 

Yj  =  λyj ηj +  ξj          (1)

Here Yj is the column vector of the centred manifest variables and ηj 
the dependent latent variable. 

ht
tp

://
ijm

s.
uu

m
.e

du
.m

y



IJMS 18 (2), 1–22 (2011)    9      

In the second step, OLS regressions are run on the latent variable 
scores for estimating the structural equations. This is called the 
structural model or the inner model, because a structural model is run 
relating some endogenous latent variables to other latent variables. 
If η is the column vector consisting of p the endogenous latent 
variables, and ξ a column vector consisting of q exogenous latent 
variables, the structural model connecting vector η to the vectors η
and ξ can be writt en as:

           η = βη +  +           (2)

Here β is a zero-diagonal p x p matrix of regression coeffi  cients, a p 
x q matrix of regression coeffi  cients and  is a centred random vector 
of dimension p. 

Measures

The study used the multi-item scale developed by Saks (2006) to 
measure employee engagement and was measured in a 6-point 
agreement scale1 (1=strongly disagree to 6= strongly agree) in all 
cases. In this, items were included to measure the employee’s job 
engagement and organization engagement.  The three-item employee 
job satisfaction measure was adopted from the work of Cammann et 
al. (1983). Employee commitment was measured by six items adopted 
from Rhoades et al. (2001), using a Likert scale of six (1=totally disagree 
to 6=totally agree). The construct of loyalty has been operationalized 
through using a six-item scale by De Ruyter et al. (1998). Intention to 
quit was measured by Colarelli’s (1984) three-item scale. Absenteeism 
was measured by the absence frequency data.  Absence frequency was 
more strongly related to satisfaction than absence duration (Vroom, 
1964). (See Table 4 for a description of the data collection instrument). 
After the preparation of the questionnaire, the study conducted a pre-
test, using an interview with 20 software professionals. From the pre-
testing it was found that there was no problem in the questionnaire 
design, content, format and wording. 

Research Sett ing and Subjects

The hypotheses were tested using a closed-ended survey in four 
diff erent software companies in India. These companies were selected 
in part due to relative ease of data collection and their emerging roles 
in the software fi eld. Although, the study used convenience sampling 
for the selection of the samples, an att empt was made to randomize 
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data collection in terms of time and company, which would ultimately 
reduce sampling and response bias. For achieving this objective the 
data were collected at diff erent times of the day, from these four 
diff erent software companies. Data were collected during January 
2010 via structured interviews. 203 employees participated in the 
survey. Of the sample, 95 were females and the remaining were males 
and their ages ranged from 26 to 49 years. 

Analysis and Results

Measurement model evaluation

The present study conducted a preliminary analysis to examine the 
psychometric properties of the scales through measures of central 
tendency, dispersion, factor loadings, bivariate Pearson correlations 
and construct and discriminant validity.  The correlation matrix of all 
the latent variables in Table 1 were used in Figure 1. All the estimated 
correlations were statistically signifi cant at p <0.001.

Table 1

Latent Variable Correlations

Absenteeism Commitment Engagement Loyalty Intention 
to Quit Satisfaction

Absenteeism    

Commitment 0.269876*   

Engagement -0.001266* 0.231379*  

Loyalty -0.029061* 0.321350* 0.895029*

Intention to 
Quit

0.920306* 0.259287* 0.007579* -0.031913*

Satisfaction 0.458247* 0.671428* 0.038724* 0.068527* 0.445604*

*shows signifi cant at 1 % level.
 
Before assessing the hypothesized relationship, the study assessed 
dimensionality, reliability and validity using the measurement model 
analysis (Bentler, 1995). Reliability is considered to be the indicator 
of convergent validity (Hair et al., 2009). For checking reliability, 
the study measured internal consistency through Cronbach’s 
(1954) Coeffi  cient alpha and construct reliability through assessing 
the outer & inner models.  The Coeffi  cient alpha of each construct 
exceeded the cut-off  level of 0.40 for all latent variables (see Table 2).. 
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Even though Coeffi  cient alpha is a commonly used measure it may 
underestimate reliability (Hair et al., 2009). Therefore the study 
calculated composite reliability through PLS (see Table 2). It is usually 
computed from the squared sum of factor loadings for each construct 
and the sum of the error variance terms for a construct. A reliability 
estimate which is 0.7 or higher suggests good reliability (Bagozzi & 
Yi, 1988).  Another set of measures that represent convergent validity 
is the Average Variance Extracted (AVE) (see Table 2). An AVE of .4 
or higher suggests adequate measure of convergence. For each set of 
factors, the standardized loadings were found to be higher than the 
recommended 0.5 cut-off  and were statistically signifi cant at the .05 
level which confi rms convergent validity (Baggozzi & Yi, 1988; Hair 
et al., 2009) (See Table 4). Table 4 shows the standardized loading 
estimates (outer model or measurement model). All the loadings 
were found to be signifi cant at the .05 level. 

The best way of assessing discriminant validity is to compare the 
variance extracted percentages of any two constructs with the square 
of the correlation estimate between these two constructs. If the 
variance-extracted is greater than the squared correlation estimate it 
provides evidence of discriminant validity (Fornell & Larcker, 1981; 
Hair et al., 2009). The basic idea behind this analysis is that a latent 
variable should share more variance with its assigned indicators than 
with any other latent variables. (See Table 2). In the study it is clear 
that the constructs confi rm both the convergent  and discriminant 
validity.

Table 2

Reliability, Average Variance Extracted and Discriminant Validity

Construct Cronbach 
Alpha

Composite 
Reliability

1 2 3 4 5 6

Engagement (1) 0.898 0.918 0.584

Satisfaction (2) 0.800 0.879 0.001 0.709

Commitment (3) 0.624 0.732 0.053 0.450 0.411

Loyalty (4) 0.761 0.847 0.801 0.004 0.103 0.582

Intention to Quit (5) 0.861 0.914 0.001 0.198 0.067 0.001 0.781

Absenteeism (6) --- --- 0.001 0.209 0.072 0.001 0.846 1.000

Note. Diagonal represents the average Variance extracted (AVE), while off -diagonal 
elements represent the squared correlation between the latent variables. 
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Table 3

R2 Values for the Latent Constructs

Constructs R square

Absenteeism 0.213663

Commitment 0.493060

Engagement 0 

Loyalty 0.818845

Quit 0.846990

Satisfaction 0.001500

Table 4

Descriptive Statistics and Factor Loadings of the Items

Items Mean SD Factor 
Loadings

Employee engagement
(EN1)I really “throw” myself into my job. 5.00 1.12 0.788
(EN2)Sometimes I am so involved my job that I lose 

track of time.
4.88 1.11 0.774

(EN3)This job is all consuming; I am totally into it. 4.81 1.04 0.797
(EN4)My mind often wanders and I think of other 

things when doing my job (R). 
4.86 1.13 0.713

(EN5)I am highly engaged in this job. *
(EN6)Being a member of this organization is very 

captivating.
4.61 1.21 0.796

(EN7)One of the most exciting things for me is 
gett ing involved with things happening in this 
organization. 

4.61 1.09 0.743

(EN8)I am really not into the “goings-on” in this 
organization.

4.34 1.05 0.741

(EN9)Being a member of this organization makes me 
come alive.

4.53 1.21 0.758

(EN10)Being a member of this organization is 
exhilarating for me*.

(EN11)I am highly engaged in this organization*.

(continued)
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Items Mean SD Factor 
Loadings

Job satisfaction
(JS1)All-in-all, I am satisfi ed with my job. 4.76 1.36 0.849
(JS2)In general, I do not like my job (R). 4.64 1.27 0.797
(JS3)In general, I like working here. 4.64 1.27 0.878
Organizational commitment
(OC1)I would be happy to work in my organization 

until I retire*.
(OC2)Working in my organization has a great deal of 

personal meaning to me*.
(OC3)I really feel that problems faced by my 

organization are also my problems. 
4.67 1.22 0.778

(OC4)I feel personally att ached to my work 
organization.

4.04 1.09 0.571

(OC5)I am proud to tell others I work in my 
organization.

4.24 1.15 0.627

(OC6)I feel a strong sense of belonging to my 
organization.

3.81 1.35 0.563

Intent to quit
(IQ1)I frequently think of quitt ing my job. 4.73 1.29 0.921
(IQ2)I am planning to search for a new job during the 

next 12 months.
4.70 1.17 0.888

(IQ3)If I have my own way, I will be working for this 
organization one year from now (R). 

4.65 1.10 0.839

Employee loyalty
(LY1) I would defi nitely recommend the job of 

company “X2” to someone who seeks my 
advice. 

4.27 1.16 0.774

(LY2) I encourage relatives and friends to work with 
company “X”.

4.39 1.21 0.679

(LY3)I intend to stay in company “X” for the next few 
years*.

(LY4)I say positive things about company “X” to 
others*.

(LY5) I consider company “X” as my fi rst choice to 
work with.

5.00 1.12 0.801

(LY6)I would continue to work with company “X” 
even if another company off ers an increased 
amount.

4.88 1.11 0.792
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Testing the Hypotheses

Table 3 shows R2 values for the latent variables, which show the 
percentages of explained variance for the latent variables. The 
values for job satisfaction, employee commitment, employee loyalty, 
absenteeism and intention to quit are 0.001, 0.49, 0.81, 0.21, and 0.84 
respectively. From the study it is evident that the percentage of variance 
explained by employee loyalty is 81 %, which is considered to be 
very satisfactory. The study applied a non-parametric bootstrapping 
procedure3 (300 subsamples; 500 cases; no sign change) to evaluate 
the signifi cance of the path coeffi  cients (Davison & Hinkley, 1997; 
Henseler, Ringle & Sinkovics, 2009; Volckner et al., 2010). 

Table 5

Structural Parameter Estimates

Paths Estimates (T-Values)

Engagement -> Commitment 0.205** (1.76)

Engagement -> Loyalty 0.856*** (25.55)

Engagement -> Satisfaction 0.038 ns (0.77)

Satisfaction -> Absenteeism 0.462*** (4.22)

Satisfaction -> Commitment 0.663*** (4.22)

Satisfaction -> Loyalty 0.086***(2.16)

Absenteeism -> Intention to Quit 0.920*** (101.11)

Commitment -> Loyalty 0.181*** (2.10)

Loyalty -> Absenteeism –0.060 ns (0.98)

Loyalty -> Intention to Quit –0.005 ns (0.21)

*** Signifi cant at the p<.01 level. 
** Signifi cant at the p<.05 level. 
ns: not signifi cant.

In Hypotheses 1–1b, the study postulates that employee engagement 
has a positive eff ect on employee commitment, loyalty and satisfaction. 
The impact of employee engagement on the other dimensions is 
positive and signifi cant in most of the cases (p<.05). The only path 
for which we fi nd no support is from employee engagement to 
satisfaction (Hypothesis 1b). Thus the results provide full support for 
Hypothesis 1 and 1a, and no support for 1b.  
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With Hypothesis 2–2c, the study investigated the direct eff ect of 
satisfaction on three other dimensions like absenteeism, commitment 
and loyalty, and indirect eff ect of satisfaction on intention to quit 
through absenteeism. The results provided full support for all the four 
hypotheses; satisfaction has a direct positive impact on commitment 
(β=0.663; p< .01), loyalty (β=0.086; p<.01), absenteeism (β=0.462; p<.01) 
and indirect impact on intention to quit via absenteeism (β=0.920; 
p<.01).

Finally, the study proposes in Hypotheses 2–3b that employee 
commitment infl uences loyalty with the organization and the impact 
of loyalty with absenteeism and the intention to quit, and the study 
found that employee commitment has a strong positive impact on its 
employee’s loyalty (β= 0.181; p<.01) and the other two hypotheses are 
not supportive. 

Discussion, Implications and Recommendations for 
Further Research

The preliminary results of this research provided evidence that 
employee engagement, satisfaction and commitment have positive 
and signifi cant impacts on employee loyalty and are considered to 
be the signifi cant causes for predicting employee loyalty, but at the 
same time the consequences of employee loyalty such as absenteeism 
and intention to quit do not have any signifi cant eff ect. This indicates 
that causes like engagement, satisfaction and commitment are very 
important for predicting employee loyalty and employee loyalty does 
not directly lead to any outcome or consequences; instead the absence 
of satisfaction will lead to absenteeism and intention to quit. Taken 
together, the study results off er strong support for satisfaction for 
predicting absenteeism, commitment and loyalty. Thus, employers 
and researchers should focus more on the importance of employee 
satisfaction for creating loyal employees.
 
From the result, it is evident that employee job satisfaction is able 
to predict employee absenteeism and the intention to quit decision 
(via absenteeism) and supports the extant literature (e.g. Hackett  & 
Guion, 1985; Brook & Price, 1989). However, diff erent from earlier 
literature, employee loyalty was found to be an insignifi cant predictor 
for employee absenteeism and turnover decision. This shows the 
true picture of a knowledge intensive industry that, if an employee 
is loyal it does not guarantee that he or she will exit or stay in the 
company, but satisfaction level (job satisfaction) might decide the 

ht
tp

://
ijm

s.
uu

m
.e

du
.m

y



IJMS 18 (2), 1–22 (2011)    17      

staying and quitt ing decision. Ultimately from the study we infer that 
in a knowledge-based industry job satisfaction is the major factor that 
determines the employee-switching or staying decision than loyalty 
towards the organization. The employee would be loyal to that 
organization, for diff erent reasons, but if at all he or she is not satisfi ed 
with the job, ultimately it will lead to job-switching or quitt ing. 

From the managerial perspective, the model developed and used in 
this research will be very useful for employers and policy makers 
as a tool to determine the key factors of employee loyalty. It is also 
necessary to know the relationship between employee engagement, 
satisfaction and commitment on employee loyalty, because the 
infl uence on these three dimensions are diff erent on employee loyalty. 
It is of paramount importance of software companies to develop loyal 
employees, because these companies face employee switching and 
absenteeism each and every day. Thus, management’s att ention might 
be fruitfully focused on the development of such committ ed and loyal 
employees. In other words, the software companies should create a 
congenial atmosphere for employee engagement which would lead 
to satisfi ed employees and ultimately commitment and loyalty. Of 
course, the more loyal the employees in the organization, the greater 
is the possibility of their outcome and lesser is the expense for new 
employee training and development. 

Additionally, given the nature of the sample, the research is limited to 
the Indian software industry. Further research would be necessary by 
extending the model to diff erent industries and to diff erent countries 
by exploring the research variables and the other variables which are 
not mentioned in depth in this research. 

End Notes

1.  The study used the 6–point likert scale to avoid neutral opinions 
from the respondents.

2.  Note:  in the questionnaire company “X” was replaced by the 
name of the company in which the employee works. 

 *items was deleted because  it has low factor loadings of less 
than 0.50 (Hair et al., 1995)

 EN=Engagement; JS=Job Satisfaction; OC=Organizational 
Commitment; IQ=Intent to quit; LY=Employee loyalty

3.  In PLS path modelling non-parametric bootstrapping can be 
used to provide confi dence intervals for all parameter estimates, 
which help the basis for statistical inference. This bootstrapping 
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technique provides an estimate of the shape, spread, and bias 
of the sampling distribution of a specifi c statistics. In this, the 
observed sample treats it as if it represents the population. The 
bootstrapping analysis allows for the statistical testing of the 
hypothesis H0 : w = 0(w can be any parameter estimated by 
PLS) against the alternative hypothesis H1 : w ≠ 0 at m + n - 2 
degrees of freedom (where m is the number of PLS estimates 
for w in the original sample, which is 1; n is the number of 
bootstrap estimates for w). The PLS results for all bootstrap 
samples provide the mean value and standard error for each 
path model coeffi  cient. This information permits a student’s 
t-test to be performed for the signifi cance of path model 
relationships. (To know more about PLS bootstrapping refer to 
Davison and Hinkley, 1997).
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