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Liu Ru (Malaysia), Hadziroh Ibrahim (Malaysia)

RELATIONSHIPS BETWEEN
LEADERSHIP STYLE, CAREER
DEVELOPMENT, WORK STRESS,
AND TURNOVER INTENTION
IN A HIGH-TECH INDUSTRY:
MODERATING ROLE

OF PSYCHOLOGICAL CONTRACT

Abstract

Employee turnover is an unavoidable part of business development, costing important
human resources and impeding long-term growth and strategy implementation. To
maintain a steady workforce, businesses must prioritize understanding and addressing
this issue. The objective of this study is to examine the impact of leadership style, career
development, and work stress on turnover intention in the high-tech industry and to
investigate the moderating role of psychological contracts in these relationships. The
sample consists of 380 employees of the R&D departments in high-tech companies
in Shenzhen, Guangdong province, China, mainly engaged in the electronic informa-
tion, advanced manufacturing, and automation sectors. The data were gathered via an
online questionnaire, and the Smart-PLS approach was used to analyze the data. The
empirical findings indicate that transactional leadership, transformational leadership,
and career development are significantly and negatively related to turnover intention,
whereas work stress has a significant positive effect. The psychological contract moder-
ates the relationship between career development and turnover intention; the higher
the psychological contract, the stronger the relationship. In addition, the psychologi-
cal contract moderates the relationship between work stress and turnover intention,
whereby the higher the psychological contract, the weaker the relationship. However,
no empirical evidence suggests that the psychological contract moderates the relation-
ship between leadership styles and turnover intention. The R* value is 0.485, indicating
moderate explanatory power, and with a GOF index of 0.492, the model also demon-
strates a good fit with the data. This study offers considerable implications for both
theoretical and practical applications.

Keywords leadership style, career development, work stress,
turnover intention, psychological contract, high-tech
industry

JEL Classification D23,763, L63

INTRODUCTION

The government has strongly supported the rise of China’s high-tech
industry, which has grown significantly and is now a main driver of
economic prosperity and technical innovation. The rapid rise of the
high-tech industry increases the demand for talent, making talent
competition more intense. In this setting, the issue of personnel turn-
over has become increasingly obvious. Research and development
(R&D) is a key department in the high-tech industry, and R&D per-
sonnel play a critical role in the development of regional high-tech
industries (Wan et al., 2023). The loss of such personnel diminishes
a company’s capacity to innovate, elevates the likelihood of disclos-
ing core technology and business secrets, and impairs the company’s
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cohesion. It is, therefore, imperative that human resource managers implement effective strategies to
alleviate the phenomenon of employee turnover.

To reduce actual turnover, it is vital to direct research attention to turnover intention. Turnover inten-
tion often indicates a worker’s intention to move from one organization to another in the near future
(Nadiri & Tanova, 2010), and it is the most accurate predictor of employee turnover behavior in an orga-
nization (Cohen et al., 2016). Leadership style, career development, and work stress are essential factors
of turnover intention (Park & Pierce, 2020; Yang, 2023; Yukongdi & Shrestha, 2020). However, some
controversy remains, possibly due to differences in testing procedures, study samples, and research con-
texts (Manoppo, 2020). Although the factors leading to turnover intention are well documented in the
literature, more research is needed to address controversial issues and generalize the findings of previ-
ous studies.

Additionally, companies must manage their employees’ psychological changes when implementing
HRM practices. A psychological contract is an informal psychological relationship between employees
and the company that specifies the individual’s expectations, responsibilities, and obligations, as well as
the company’s rewards and promises. It has yet to be determined whether a well-aligned psychological
contract improves the relationship between leadership style, career development, work stress, and turn-
over intention. Further research on the psychological contract’s moderating effects, particularly empiri-
cal studies in local contexts, can give useful theoretical and practical insights for boosting management

effectiveness and lowering employees’ turnover intentions.

1. LITERATURE REVIEW
AND HYPOTHESES

Leadership style refers to the approach a man-
ager or supervisor takes in interacting with and
guiding their employees or subordinates (Mullins,
2000 cited in Belete, 2018). It is applied by leaders
to exercise their leadership function (Armstrong,
2012) and to inspire their subordinates to achieve
the organization’s targets (Ngethe et al., 2012).
Leadership style is a combination of a range of
leadership behaviors that adapt to different leader-
ship situations (Ding et al., 2020).

Organizational literature has extensively dis-
cussed transactional and transformational lead-
ership, sparking some debate (Hamstra et al,,
2014). Transactional leadership is built on a re-
ward basis, motivating followers through an im-
mediate exchange. In this style, the leader clear-
ly indicates the direction of the employee’s work,
meets the employee’s needs, and motivates them
to work hard. On the other hand, transforma-
tional leadership is characterized by the abil-
ity of a manager or supervisor to transform the
values of their employees or subordinates to ac-
complish the objectives and goals of the organiza-
tion (Bass, 1985).
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Leadership style has been proven to have a signifi-
cant impact on an employee’s decision to stay or
leave their work, although a variety of factors can
influence employees’ turnover intentions (Alatawi,
2017). Empirical studies have demonstrated that a
transformational leadership style is significantly
and negatively associated with turnover inten-
tion (Ali & Ahmad, 2021; Alkarabsheh et al., 2022;
Guo et al., 2018). It has also been demonstrated to
mitigate both the intention to turnover and the
actual turnover (Sun & Wang, 2017). Some stud-
ies have asserted that employee turnover inten-
tion is adversely linked to transactional leader-
ship (Ali et al., 2014; Gul et al., 2012; Sulamuthu
& Yusof, 2018). However, Long et al. (2012) and
Manoppo (2020) have claimed the connection be-
tween transformational leadership and turnover
intention is statistically insignificant, and it can
be discovered that transactional leadership style
also has no association with the intention to leave
(Maaitah, 2018; Magbity et al., 2020). Additionally,
Masood et al. (2020) observed no significant re-
lationship between transformational and transac-
tional leadership styles and turnover intention.

Notably, few studies have used both types of lead-

ership to comparatively examine the relationship
between leadership style and employee turnover
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intentions in the high-tech industry. Therefore,
this study employed both transactional and trans-
formational leadership styles to investigate their
influence on turnover intention and to compare
and analyze the outcomes of these two leadership
styles, which also echoes the suggestion of Park
and Pierce (2020). Comparing the two types of
leadership, the transformational leadership style
can be utilized to reduce turnover intentions in
hospitals, as opposed to transactional leadership,
which has a positive relationship with turnover in-
tention (Naseer et al., 2017). In addition, Li and
Chen (2021) revealed that a transformational lead-
ership style proved to be more effective than a
transactional leadership style for new generations
of hotel employees. Adopting the proper leader-
ship styles might thereby increase employees’ re-
tention in organizations. An effective and appro-
priate leadership style is needed to reduce turnover
in today’s worldwide competitive environment
(Nanjundeswaraswamy & Swamy, 2014).

Career development is critical for employees
to be loyal to the company (Zahari et al., 2020).
Investing in employee career development is one
way companies try to reduce voluntary turnover,
as it offers organizations a competitive advantage
and increases employee commitment and motiva-
tion (Kuvaas & Dysvik, 2010). In an organization,
an employee’s career development is reflected in
four dimensions: career goal process, professional
ability development, promotion speed, and remu-
neration growth (Weng & McElroy, 2012).

Extensive studies (Chin, 2018; Dewi & Nurhayati,
2021; Pratiwi & Lo, 2020) have demonstrated a
negative relation between career development and
turnover intention. It can be inferred that the pro-
vision of a career development program by the
organization can mitigate the willingness of em-
ployees to leave. Nonetheless, several scholars, like
Elian et al. (2020), Situmorang et al. (2023), and
Yuningsih (2020), argue that professional growth
has no substantial impact on turnover intention.

French and Kahn (1962) introduced the notion of
stress into company management to analyze work-
place stress. Stress is defined as a psychological
state of tension or anxiety that employees experi-
ence as a result of their occupational duties. Work
stress is related to the contents and components of

http://dx.doi.org/10.21511/ppm.22(4).2024.20

Problems and Perspectives in Management, Volume 22, Issue 4, 2024

an employee’s job and the stress that people feel
as a result of their organizational responsibilities.
This can include a range of pressures, such as time
and anxiety (Shukla et al., 2016).

Work-related stress is well documented to cause
physical and psychological imbalances in employ-
ees, affecting their cognitive function, emotional
state, and sense of well-being (Bawono & Lo, 2020;
Kurniawaty et al., 2019). According to Soelton and
Atnani (2018), a connection was identified between
work stress and the intention to leave one’s posi-
tion. It is widely acknowledged that work stress
has an influence on turnover intention. The great-
er the work stress, the more likely the individual is
to consider leaving the company. However, Alias
et al. (2018) claimed that work stress is not a factor
of turnover intention because stress varies accord-
ing to the individual and the situation.

The psychological contract, as a psychological link
that maintains employees’ loyalty to the company,
provides significant psychological and emotional
support that strengthens the relationship between
employees and the organization (Estreder et al.,
2020). Employees seek a match between what is
promised and what is experienced. The attitudes
and behaviors of employees can be influenced by
a number of factors, including the presence of
imbalances within the workplace. Gergek (2018)
found that employees assess whether different
leadership styles are consistent with their personal
style or work values, as well as whether they are in
alignment with their implicit expectations of the
organization. A psychological contract, which is
an implicit expectation, influences the decision of
employees to remain loyal to their positions. Bravo
et al. (2019) asserted that psychological contract
breaches moderate the paths from transactional
contract to satisfaction and from satisfaction to
turnover intention, emphasizing the importance
of sustaining a balanced and fulfilling psychologi-
cal contract.

In the face of severe market rivalry, employees
today exhibit greater competitive awareness and
have higher expectations for personal growth
and development (Merchant Jr, 2010) rather than
maintaining a long-term and secure employment
relationship with the company. Cao et al. (2023)
discovered that psychological contract fulfillment
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for career growth is directly related to organiza-
tional attraction. This means that companies pro-
viding greater career development opportunities
and fitting with employees’ career development
goals can increase employee satisfaction and low-
er turnover. Alternatively, if the company fails to
satisfy its responsibilities for employee career de-
velopment or provides career development that is
not expected, the employees will reconsider their
relationship with the company and make new de-
cisions (Chang et al., 2017).

Employees’ perceived work stress and how it aligns
with their expectations influence their intention
to leave. Dwiyanti et al. (2019) discovered that ful-
filling the psychological contract lowers employee
turnover intention. This is because meeting em-
ployees” expectations reduces stress and increases
job satisfaction. Psychological contract breach was
discovered to be associated with higher levels of
work stress by Duran et al. (2019). In other words,
employees may be more likely to leave the company
because they perceive more work stress when a psy-
chological contract violation occurs. Conversely, a
strong psychological contract, which is character-
ized by a reciprocal relationship in which the com-
pany meets employees’ expectations, may make
employees feel valued and more engaged in their
work (Wibowo, 2022). As a result, employees may
not leave their jobs even under significant pressure
if their psychological contract is maintained.

Leadership Styles
H1, H2
. . >
* Transactional Leadership Style
* Transformational Leadership Style
H3
Career Development >
H4
Work Stress

Independent Variables
(Iv)

This study examines the effects of leadership
styles, career development, and work stress on
turnover intention while also exploring the
moderating effect of psychological contracts,
specifically within high-tech companies in
Shenzhen, China. The aim is to better under-
stand the role of psychological contracts and
how to use them effectively in human resource
management practices. The research hypotheses
and theoretical framework (Figure 1) are pre-
sented as follows:

HI: Transactional leadership style has a negative
relationship with turnover intention.

H2:  Transformational leadership style has a neg-
ative relationship with turnover intention.

H3: Career development has a negative relation-
ship with turnover intention.

H4: Work stress has a positive relationship with
turnover intention.

H5:  Psychological contract moderates the rela-
tionship between transactional leadership
and turnover intention.

H6:  Psychological contract moderates the rela-
tionship between transformational leader-
ship and turnover intention.

a Turnover Intention
H5, H6, H7, H8

Psychological contract

Moderating Variable

(MV)

Figure 1. Theoretical framework
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H7:  Psychological contract moderates the rela-
tionship between career development and
turnover intention.

HS8:  Psychological contract moderates the rela-
tionship between work stress and turnover

intention.

2. METHODS

The focus of this study is on the personnel work-
ing in the R&D departments of high-tech compa-
nies in Shenzhen. Situated in one of China’s major
economic development regions, Shenzhen is home
to economically prosperous areas and a signifi-
cant concentration of high-tech companies. The
city plays a vital role in China’s economic develop-
ment. Consequently, employee turnover has a det-
rimental impact on both the region’s and the na-
tion’s overall growth. The electronic questionnaire
was distributed to the personnel in R&D depart-
ments of high-tech companies in Shenzhen via
email and social media, using links or QR codes.
Finally, Smart-PLS was employed to analyze 380
valid questionnaires.

Table 1 provides an overview of the demographic
characters of the respondents in this study. This
includes information on their gender, age, marital
status, qualification, tenure of current company
and position.

Table 1. Respondent demographics

Items §Frequency§ Percentage
Gender
Male 200 553
Female 170 44.7
Age
2Z2OYOAS i AL 371
30-39years b 10 303
40-49 years 87 22.9
SO60years 2 76,
61 years and above ; 8 2.1
Marital Status
Single o 12 326
Married 229 60.3
L .‘: - R
Qualification
.Diploma

Bachelor’s degree or equivalent

http://dx.doi.org/10.21511/ppm.22(4).2024.20
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Items gFrequencyg Percentage
_Master’s degree orequivalent . 31 1 82
Doctoral degree 20 ' 53
Tenure of Current Company
MLessthaniyear .8l 181
1-5 years 146 38.4
SlOyears oo......100 263
ALISYRAMS e 47 A2
16 and above years : 26 6.8
Position
Department Leadership ; 118
DEngmeerS AL i
D Project Management 11
DDESIBNET e 15
_R&D Support Personnel .68
_Technical Experts/Consultants 2
Other 5

The model in this study was verified using Smart-
PLS, which included both measurement and struc-
tural model testing. In assessing the measurement
model, the reliability and validity of the constructs
were examined by calculating the construct reli-
ability (CR) and average variance extracted (AVE)
values. Additionally, the Heterotrait-Monotrait
Ratio (HTMT) method was used to assess dis-
criminant validity. Finally, the overall frame-
work and the relationships between variables were
examined.

The study employed six instruments to mea-
sure these variables. The Multifactor Leadership
Questionnaire (MLQ), developed by Bass and
Avolio (1995), was employed to assess both trans-
actional and transformational leadership. Career
development was evaluated with an instrument
created by Weng and McElroy (2012). Work stress
was measured using a scale based on the work of
Shukla et al. (2016). Farh et al. (1998) created a
measure for assessing turnover intention. The psy-
chological contract was assessed using Millward
and Hopkins’ (1998) Psychological Contract Scale
(PCS). All of these factors were evaluated on a five-
point Likert scale.

3. RESULTS

The data shown in Table 2 demonstrate the inter-
nal consistency reliability test results for each con-
struct, as indicated by composite reliability (CR)
values. The results demonstrate that all constructs
exhibit an adequate level of reliability, as indicat-
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ed by a CR value exceeding 0.70, in alignment
with the recommendations set forth by Hair et
al. (2011). To determine convergent validity, the
Average Variance Extracted (AVE) test was em-

Table 2. Assessment result for the measurement model

ployed. The results indicate that all constructs
exceed the Fornell and Larcker (1981) thresh-
old of 0.5, suggesting that convergent validity is
satisfactory.

Constructs . Average
- . Composite .
: Items Loadings Reliabilit Variance
Loc HOC ¥ Extracted
TSL1 0.847
i TSL2 0.81
Contingency Reward ¢ ¢ L2 .08l 0.903 07
(CR) TSL3 0.863
....... TSL4 0'827
- ) ) TSLS 0876
Positive Exception Transactlo_nal TSL6 0.86
Management Leadership i 0.924 0.754
(PEM) (TsL) TSL7 0.867
....... TSLS 0869
) ) TSL9 0818
Negative Exception TSL10 0.835
Management i 0.905 0.705
(NEM) TSL11 0.842
............ TSL12 0.862
TFL1 0869
TFL2 0863
TFL3 0.83%
i TFL4A 0.844
|dealized Influence ;. TF4 0844 0.952 0713
(11) TFLS 0.847
TSL6 08
TFL7 0.831
....... TFLS 0812
TFL9 0.835
Transformational @ T e
iri ivati TFL10 0.885
'”Sp'””%l'\,\j‘)’“va“o” Leadership =~ femmmm o 20 0.92 0.742
(TFL) TFL11 0.861
....... TFL12 0864
TFL13 0.888
. . . . TFL14 0.864
Individualized Consideraton : . TFL14 - 0864 0.925 0756
(1C) TFL15 0.851
....... TFL16 0873
TFL17 0876
i i TFL18 0.875
Intellectual Stimulation = Irlklg 08/ 0.922 0746
(IS) TFL19 0.855
444444444444444 TFL20 0849
CD1 0914
CD2 0.876
Career Goal Process = . (b2 . 08/6 0937 0788
(CGP) cD3 089
....... CD4 0869
) y CD5 0869
Professional Ability cD6 0.869
Development — © 0.922 0.746
(PAD) Career cD7 0.855
....... Development cbs L T
(CD) CD9 0875
i CD10 0.862
Promotion Speed ~ : . bl 0862 0923 0.749
(PS) CD11 0.864
....... CDlz 086
) X CD13 0878
Rem“ner?;g)n Growt D14 0897 0916 0.784
CD15 0.882
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Table 2 (cont.). Assessment result for the measurement model

Constructs . Average
- . Composite .
Loc : HOC Items Loadings Reliability Variance
Extracted
WS1 0.841
WS2 0.843
WS3 0.834
WS4 0835
Work Stress (WS) WS5 0.827 0.955 0.701
WS6 0.828
WS7 0.846
WS8 084
44444444444444444444444444444444444 WSQ 0844 e e
TI1 0.908
Turnover Intention (TI) 12 0888 .. 0.943 0.806
TI3 0.8%
44444444444444444444444444444444444 T|4 09
PC1 0.894
PC2 0895
i ) PC3 0.877
ReIanr};ICC)ontract Psycholog(lpcg)l Contract pea 08 0.962 0782
PC5 0.887
PC6 0.889
444444444444444444444 PC7 0872 P
PC8 0848
PC9 0.829
PC10 0835
. PC11 0878
Tracr:r?tcrt;cg:al Psychological Contract PC12 0.865 0.964 0728
(10) (PC) PC13 0.853
PC14 0857
PC15 0.838
PC16 0848
pPC17 0.879

The Heterotrait-Monotrait (HTMT) ratio is uti-
lized for testing discriminant validity, offering a
quantitative assessment of concept differentia-
tion. Henseler et al. (2015) indicated that when the
HTMT ratio is less than 0.9, discriminant validity
is often satisfactory. As illustrated in Table 3, all
HTMT values are less than the established thresh-
old, thereby substantiating the assertion that the
data possess robust discriminant validity.

Prior to hypothesis testing, the effect of potential
collinearity issues on the model was assessed. This
was conducted to determine the extent to which
common method bias could influence the out-
comes. Table 4 displays the inner variance infla-
tion factor (VIF) values for all constructs in this
study, which ranged from 1.215 to 1.897. Hair et
al. (2011) recommend a threshold of 5, and all of
these values fall below that level. As a result, it is

http://dx.doi.org/10.21511/ppm.22(4).2024.20

possible to conclude that this study is free of col-
linearity difficulties.

The hypotheses were tested with a bootstrap pro-
cess, and the findings are shown in Table 4, which
reveals the relationships between each path in the
model. The results show that transactional lead-
ership style has a significant negative connection
with turnover intention (¢t = 2.346, p = 0.019), im-
plying that higher levels of transactional leader-
ship are linked with lower turnover intention.
Similarly, transformational leadership negatively
influences turnover intention (¢ = 3.136, p = 0.002),
implying that higher levels of transformational
leadership lead to lower turnover intention.

Table 4 also shows a significant negative connec-

tion between career development and turnover in-
tention (t = 2.566, p = 0.01), implying that good
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Table 3. Criterion for discriminant validity (HTMT)

CR | PEM : NEM : 1l M IC IS | CGP . PAD ;| PS RG | WS . TI RC | TC
© 7 oay Tom oass osa gaa T
AS....1.0404 10333 0424 ¢ LA 0SS
cGp 0.377 : 0. . 0.326 : 0.321 { 0.343
w0 oan os 037 03ss oas o3 o oasz
PS....1.0:367 10297 ¢ 0.291 ¢ 0343 1 0.287 : 0.42 : 0366 : 0524 : .
RG ....0A34 : 0.359 ! 0.384 : .0.375 1 0.22 : 0303 : 0471 : 0487 : 043
WS ..2.0306: 029 0301 .0.266 0242 : 0.289 : 024 @ 0.33 : 0.318 : 0.144 B
Tl 0.406 : 0. . 0.38 {0.362 | 0.509 i 0.427 0.408 i 0.29 i 0.523
®¢oms oun ‘o1 o ooss o1ss o1es 01 owe 0ss2 00s owss oz
TC :0.217 ¢ ¢ 0.045 : 0.092 : 0.155 : 0.215 : 0.194 : 0.252 : 0.087 : 0.196 : 0.265 : 0.781 :

Note: CR = Contingency Reward; PEM = Positive Exception Management; NEM = Negative Exception Management; Il = Ideal-

ized Influence; IM = Inspiring Motivation; IC = Individualized

Consideration; IS = Intellectual Stimulation; CGP = Career Goal

Process; PAD = Professional Ability Development; PS = Promotion Speed; RG = Remuneration Growth; WS = Work Stress; Tl =
Turnover Intention; RC = Relational Contract; TC = Transactional Contract.

Table 4. Structural model assessment

Original

Standard

Hypothesis : Path sample Deviation T-value P-value . VIF Decision

H1 ETSL->TI i -0131 0.056 2.346 0019 | 1658 Supported
e R ST o o
_0155 e
-> 0.24 1.268
M5 PCXTSLZT . -0.045 1,605
-0.011 > 1.809
-0.201 1 1.89

CH8  PCXWS>TI 011 0042 0009 1.215 Supported

Note: TSL =Transactional Leadership; TFL = Transformational
Turnover Intention; PC = Psychological Contract.

career development leads to reduced turnover in-
tention. Furthermore, a significant positive rela-
tionship exists between work stress and turnover
intention (¢t = 5.35, p = 0), implying that higher lev-
els of work stress are linked to increased turnover
intention. Based on these findings, hypotheses 1, 2,
3, and 4 were validated.

The psychological contract was found to have
no significant moderating effect on the relation-
ship between transactional leadership and turn-
over intention, with a t-value (¢t = 0.834) less than
1.96 and a p-value (p = 0.405) greater than 0.05.
Consequently, hypothesis 5 is rejected. Similarly,
the psychological contract has no moderating ef-
fect on the connection between transformational
leadership and turnover intention (t = 0.186, p =
0.852). Therefore, hypothesis 6 is rejected. However,

260

Leadership; CD = Career Development; WS = Work Stress; Tl =

the psychological contract was found to moderate
the connections between career development and
turnover intention (¢t = 3.361, p = 0.001), as well
as work stress and turnover intention (t = 2.6, p =
0.009). These findings support hypotheses 7 and 8.

Figure 2 more clearly depicts the psychological
contract’s moderating impact on the relationship
between career development and turnover inten-
tion, in which the three linear curves indicate
variations in this relationship at low, medium, and
high levels of the psychological contract. At low
levels of the psychological contract, the relation-
ship between career development and turnover
intention is modestly positive. Once the psycho-
logical contractual level reaches a medium lev-
el, the relationship between career development
and turnover intention is observed to decline.

http://dx.doi.org/10.21511/ppm.22(4).2024.20



PC x

0.309
0.276

0.236
0.196
0.156
0.116
0.076
0.036
-0.004
-0.044
-0.084
-0.124

Tl

-0.164
-0.204
-0.244
-0.284
-0.324
-0.364
-0.404
-0.444
-0.484
-0.524
-0.564

-0.604

-1 08 -08 -07 -06 05 04 03 02 -0

=PCat-1SD =PCat

Figure 2. Moderation effect of psychologica
development and

Furthermore, as the psychological contract level
approaches +1 standard deviation, the negative re-
lationship between career development and turn-
over intention strengthens. It is evident that the
slope is steeper at this point.

Figure 3 depicts the psychological contract’s
moderating effect on the connection between
work stress and turnover intention. Work stress
has the greatest impact on turnover intention
when the psychological contract level is -1 (low-
er). When the psychological contract level is av-
erage, work stress exerts a second-highest effect
on turnover intention. When the psychological
contract level is +1 standard deviation (high-
er), work stress has a small effect on turnover
intention, which shows that the psychological
contract moderates the influence of work stress
on turnover intention. In particular, increasing
the level of the psychological contract leads to
a decrease in the negative effect of job stress on
turnover intention.

http://dx.doi.org/10.21511/ppm.22(4).2024.20
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| contract on the relationship between career
turnover intention

The coefficient of determination (R*) assesses the
explanatory power of a regression model (Hair
et al.,, 2019). It indicates how much of the overall
variation in the dependent variable is explained
by the model. A high R? score (near 1) indicates
the model’s great prediction power for the data.
A low R? value (approaching 0) indicates that the
model’s explanatory power for the data is limit-
ed. R? values of 0.67, 0.33, and 0.19 are classified
as substantial, moderate, and weak, respectively
(Chin, 1988). The R? value for this study is 0.485,
as indicated in Table 5, which signifies that the
model explains a significant 48.5% of the total
variation observed in regard to the dependent
variable. This value is categorized as moderate
explanatory power in Chin’s criterion of having
relatively good explanatory power.

Table 5. R-Square

Variable R-Square

Turnover Intention 0.485
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Figure 3. Moderation effect of psychological contract on the relationship between work stress
and turnover intention

The GoF index is used to assess the overall good-
ness of fit for the structural equation model. It
combines the observed variables with the coefhi-
cient of determination (R?) of the endogenous vari-
ables. In the context of structural equation models,
the term “communalities” refers to the proportion
of each observed variable’s variance that the latent
factors in the model can explain. It represents the
proportion of the model’s variance that is shared
by all observed variables. Fornell and Larcker
(1981) established a typical communality value
of 0.50. The study found R? = 0.485, with a GOF
index of 0.492. This value is within the allowed
range of the GoF criteria (between 0 and 1; values
closer to 1 indicate a better fit). Consequently, the
model demonstrates a good fit with the data.

4. DISCUSSION

The findings of this study indicate that transac-
tional leadership and transformational leader-
ship are associated with a reduction in employ-
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ees’ turnover intentions. Employees’ turnover in-
tentions decrease dramatically when the level of
transactional or transformational leadership be-
havior increases. This outcome validates prior re-
search by Alkarabsheh et al. (2022) and Pravichai
and Ariyabuddhiphongs (2018). Furthermore, the
findings indicate that the transformational leader-
ship style has a stronger influence on employees’
turnover intentions than the transactional ap-
proach. It emphasizes the significance of develop-
ing transformational leadership behaviors in order
to lower employees’ turnover intentions.

The study also demonstrates a negative associa-
tion between the level of career development and
employees’ intentions to leave their current posi-
tions. This finding aligns with previous research
by Chin (2018), Dewi and Nurhayati (2021), and
Pratiwi and Lo (2020). However, when the psy-
chological contract is perceived as poor, a posi-
tive relationship emerges between career de-
velopment and turnover intention. As a result,

http://dx.doi.org/10.21511/ppm.22(4).2024.20



even if an organization offers enough career
development options, these opportunities may
not be sufficient to reduce employee turnover
intentions if the psychological contract is re-
garded to be poorly met. This is because failure
to complete the psychological contract leads to
lower satisfaction with the company (Azeem et
al., 2020), which then results in decreasing trust
(Herrera & De Las Heras-Rosas, 2021). This, in
turn, raises the risk that personnel will leave the
organization.

In contrast, there is a significant negative rela-
tionship between turnover intention and career
development when there is a high level of psy-
chological contract between the employee and
the organization. The findings of the investiga-
tion indicate that the implementation of career
development strategies can be more effective in
decreasing the intentions of employees to leave
their positions at high psychological contract
levels. This is because employees exhibit a great-
er sense of trust and belonging to the company

Problems and Perspectives in Management, Volume 22, Issue 4, 2024

when the psychological contract strength is at a
higher level (Nnaji-Thedinmah et al., 2020).

Additionally, this study found a notable positive
association between work stress and turnover
intention, in line with Bawono and Lo (2020)
and Rahmania and Rohilayati (2023). This sug-
gests that as employees experience increased
work-related stress, they become more inclined
to contemplate resigning from their positions.
Moreover, the association between work stress
and turnover intention is stronger when the psy-
chological contract is poor. The results indicate
that employees with lower psychological con-
tract perceptions are more likely to leave when
faced with workplace stress. On the other hand,
employees who perceive a higher psychologi-
cal contract have a significantly lower desire to
leave when faced with job stress. In other words,
when there is an adequate match between the
psychological contract between employees and
the company, employees are less likely to leave,
even when they are under a lot of stress.

CONCLUSION

The objective of the study is to evaluate the impact of leadership style, career development, and
work stress on turnover intention, with a particular emphasis on the moderating role of the psy-
chological contract across these variables. The study results indicate a negative association between
the following factors and turnover intention: transactional leadership, transformational leader-
ship, and career development. Conversely, there is a positive association between work stress and
turnover intention. In addition, psychological contracts moderate the relationships between career
development and turnover intention, as well as work stress and turnover intention. Higher levels of
psychological contracts strengthen the negative relationship between career development and turn-
over intentions and weaken the positive relationship between work stress and turnover intentions.

A unified analytical framework is used to incorporate the four variables, with the goal of gaining
a more comprehensive understanding of their collective impact on employees’ turnover intentions.
This contributes to the understanding of leadership style, career development, work stress, and the
psychological contract, especially within this specific industry, and also enhances the capacity to
predict outcomes. By broadening the scope of the study, the paper provides a more nuanced and
comprehensive understanding of how the psychological contract can be used as an effective tool for
employee retention. Moreover, it is imperative to recognize and strengthen the importance of the
psychological contract as a strategy for retaining R&D personnel.

There are some limitations to this research. The study employed a cross-sectional design, collecting
all variables at a single point in time. Future research should consider a longitudinal approach to
better understand the causal connections and dynamics between leadership style, career develop-
ment, work stress, and turnover intention. Standardized surveys are insufficient as a moderating
variable since the psychological contract is complicated and subjective. Future research should
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employ a variety of assessment instruments to capture its subtleties and variations effectively. The
findings may be context-specific to Shenzhen’s high-tech economy, limiting their generalizability.
Cross-cultural studies could look into these interactions in diverse cultural contexts, improving

one’s understanding of how cultural variety affects these processes.
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