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Abstract. The precision machining sector in Malaysia plays a vital role in high-

impact industries such as automotive, aerospace, and electrical and electronics. 

However, the industry is increasingly challenged by difficulties in retaining 

skilled labor, which threatens productivity, quality, and overall competitiveness. 

Rising global competition, rapid technological change, and growing demands for 

high-quality products have heightened these pressures. Employee turnover has 

become a critical issue, with projections indicating that up to 38% of workers 

may consider leaving by 2025. Such turnover disrupts operations, weakens stake-

holder relationships, and imposes substantial financial costs due to recruitment, 

training, and productivity losses, while also risking the erosion of intellectual and 

technical expertise. Addressing these challenges is essential to sustaining talent 

and ensuring operational continuity. This study aims to examine organizational 

and career-related factors that influence employees’ intention to stay, focusing 

on learning and development, career advancement opportunities, work environ-

ment, perceived organizational support, and employee engagement. Guided by 

Social Exchange Theory (SET), the study posits that employees’ decisions to re-

main are shaped by their perceptions of value, support, and reciprocity within the 

organization. Using a quantitative design and structured questionnaires distrib-

uted to skilled workers in Malaysian precision machining firms, the findings are 

expected to inform more effective talent management strategies that strengthen 

workforce sustainability in the sector. 
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1 Introduction 

During an employee intends to resign from the job and subsequently quit an organiza-

tion, the scenario will be psychologically stressful for both the organization and the 

remaining employees within the organization. The talent flow is foundational with ap-

proximately 38% of employees surveyed declaring that they are likely possible to quit 

in year of 2025 with the trending flow crossing across diverse companies and sectors 

[1]. The imminent negative impacts will be exaggerated when these leaving employees 

are experienced and skilled workforce. This will incur serious ramifications to the or-

ganization’s engagement with external stakeholders when the leaving employee is 

© The Author(s) 2025 
T. M. Nathan et al. (eds.), Proceedings of the 13th International Conference on Business, Accounting, Finance and 
Economics (BAFE 2025), Advances in Economics, Business and Management Research 368, 
https://doi.org/10.2991/978-94-6463-968-1_37

https://experts.usm.my/cvitae/noorfareen
https://doi.org/10.2991/978-94-6463-968-1_37
http://crossmark.crossref.org/dialog/?doi=10.2991/978-94-6463-968-1_37&domain=pdf


 

Factors Influencing the Intention to Stay Among Skilled Labors of …             539

going to join other competitors which can act as a non-monetary type of new competi-

tive pressures. 

There are 69% of organizations reporting talent shortages and difficulty in hiring 

skilled employees from the 2024 Global Talent Shortage Survey [2]. This report high-

lighted a 15-year high in global talent shortages which are driven by the exponentially 

increasing demand for specific technical skills owing to the impact of accelerated dig-

itization and workforce transformation, which has widened the gap between skill de-

mand and availability across industries especially in manufacturing operations. Based 

on Global Human Capital Trends report from Deloitte published in year 2024, 61% of 

organizations highlighted the shortage of qualified talent as a major challenge. This has 

underscored the difficulty in meeting the demand for skilled workers across industries 

[3]. Industrial report provided important insights from around 54,000 employees from 

46 countries revealing that 26% of employees plan to resign from their existing jobs in 

the subsequent year, indicating a significant level of workforce mobility [4]. Industry 

reports have highlighted the severity of this worker shortage by demonstrating that there 

are over 60% of machining shops facing great difficulties in filling these skilled posi-

tions due to the lack of qualified applicants [5].  

1.1 Overview of Precision Machining Industry in Malaysia 

The market size of Malaysia varies across key sectors such as e-commerce, operations, 

information technology and healthcare. Key industries for precision machining will be 

semiconductor manufacturing, aerospace, automotive, medical devices and equipment, 

and parts manufacturing. There has been tremendous and significant growth over the 

years driven by disruptive advancements in applications for the precision machining 

industry. The number of people employed within the Malaysian labor force in 2023 was 

approximately 16 million. The size of Malaysia's labor force has been increasing for 

the last ten years [6]. Out of this number of 16 million, the manufacturing sector in 

Malaysia employed nearly 2.8 million people in 2023, and the number has been steadily 

rising since 2015 [6]. Department of Statistics Malaysia reported that this sector re-

mained a significant contributor to the nation's economy, accounting for 22.7% of the 

Gross Domestic Product (GDP) in the year 2023. Within the precision machining sec-

tor, the demand for precision machined components is surging tremendously due to the 

need for premium quality components and efficient manufacturing processes. As Ma-

laysia continues to strengthen its precision machining industry, the adoption of preci-

sion engineering technologies is expected to rise, further fueling market growth. As 

electronic devices get more complex and the rapid demand for miniaturization, warrant 

precision engineering solutions to produce high-precision components. This has further 

emphasized the necessity for highly proficient staff in the precision machining sector. 

Furthermore, due to the influx of new rivals in the precision machining market and the 

expansion of current industry players, there is a perceived shortage of competent labor 

to satisfy the personnel requirements in Malaysia's precision machining sector. 
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1.2 Talent Issues within Precision Machining Industry 

The precision machining sector in Malaysia is presently facing a severe scarcity of 

competent labor. The shortage of skilled workers is intensified by the rapid technology 

advancement during and after the pandemic, hindering corporate recovery as compa-

nies attempt to satisfy pent-up demand and new supply chain requirements [7]. As Baby 

Boomer employees retire, there is a significant shortage of fresh professionals, partic-

ularly from Generation Z, entering this sector. The skill deficit is further intensified by 

the prevalent apathy among younger generations in machining manufacturing employ-

ment, attributed to the antiquated nature of the labor [8]. As Malaysia is increasingly 

becoming technology-oriented, particularly in sectors such as electronics, hence auto-

mation and artificial intelligence are gaining prominence. However, this trend may ad-

versely affect Malaysia's long-term productivity and capacity to fully embrace new 

technologies if the pertinent industries are deficient in skilled labor. 

The emergence of digital technology will increasingly disrupt the skilled labor mar-

ket in the precision machining industry and transform work practices, especially in light 

of rapid technical breakthroughs and the escalating complexity of the labor market. The 

analysis underscores the critical nature of skilled labor shortages in Malaysia by me-

thodically pinpointing occupations where demand exceeds supply. The paper highlights 

the escalating challenges industries encounter in acquiring individuals with specialized 

capabilities, especially in rapidly expanding sectors like technology, engineering, and 

healthcare. The enduring talent deficit jeopardizes Malaysia's economic expansion and 

industrial competitiveness [9]. The talent deficit is exacerbated by a Randstad survey 

indicating that over 50% of Malaysians would resign if their job lacked sufficient career 

advancement chances. Organizations that consistently evaluate and modify their com-

pensation frameworks to align with prevailing market conditions and the need for par-

ticular skills are more appealing to prospective employees. The report indicated that 

approximately 58% of respondents will not accept a new position unless the firm pro-

vides a substantially greater wage in the year 2024. In 2023, GDP across these econo-

mies, including Malaysia, is projected to have been 0.5 percent to 1.5 percent higher if 

employers had successfully filled their surplus skilled labor openings [10].  

1.3 Problem Statement 

The departure of talented employees can lead to significant organizational losses, par-

ticularly through the erosion of tacit knowledge and confidential expertise, as departing 

staff often take their know-how with them. Such attrition disrupts operational continu-

ity, resulting in machine downtime and reduced productivity, especially in skill-de-

pendent industries where replacement workers may lack equivalent proficiency. This 

underscores the critical importance of talent retention for sustaining organizational per-

formance and productivity growth. 

Extensive research has examined the determinants of employees’ intentions to re-

main with or leave their organizations. Empirical findings suggest that offering attrac-

tive compensation packages and financial incentives can strengthen employee satisfac-

tion and retention, thereby enhancing an organization’s competitive advantage and 

long-term performance sustainability, particularly within SMEs. Moreover, structured 
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career progression frameworks supported by transparent promotional criteria—serve as 

intrinsic motivators, encouraging employees with exceptional skills and competencies 

to commit to the organization. 

Empirical evidence supports the principle of social exchange theory. This viewpoint 

is consistent with social exchange theory, which asserts that individuals who perceive 

a positive social exchange relationship with their organization are less likely to resign 

from their positions. Factors influencing employee dynamics include commitment, job 

satisfaction, engagement, stress, compensation packages, training and development, 

challenging job scope, workplace environment, work-life balance, and organizational 

culture [11, 12]. This has prompted a reevaluation of organization, occupation, and as-

sociation with work, resulting in a shift in priorities. Individuals are increasingly seek-

ing work-life balance, competitive salaries, job satisfaction, and hybrid or remote job 

options. Employee engagement correlates with alignment to organizational goals and 

values. This will facilitate collaborative efforts to attain strategic organizational objec-

tives [13, 14].  

Within organizational settings, Social Exchange Theory (SET) provides a robust 

framework for analyzing the dynamics of workplace relationships, particularly in un-

derstanding employee motivation, job satisfaction, job embeddedness, and organiza-

tional commitment. The theory emphasizes the rational evaluation of the perceived ben-

efits of remaining with an organization relative to the potential costs associated with 

leaving for alternative employment. This cost–benefit consideration underscores em-

ployees’ tendency to maintain relationships that yield favorable socio-emotional or ma-

terial returns. From this perspective, employee behavior can be interpreted as a reflec-

tion of perceived organizational reciprocity. When employees perceive that their organ-

ization fulfills its obligations—through recognition, support, and equitable treatment— 

they experience a sense of moral and psychological obligation to reciprocate positively 

[15]. Conversely, when the exchange relationship is perceived as imbalanced or exploi-

tative, employees may withdraw effort or seek alternative employment opportunities. 

Thus, SET not only explains the mechanisms driving employees’ intention to stay but 

also provides a theoretical basis for understanding how organizational actions shape the 

quality and sustainability of the employer–employee relationship. 

Although there is an increasing amount of empirical research demonstrating the in-

fluence of human resource management practices and organizational strategies on em-

ployee retention intentions, the specific mechanisms underlying this relationship in the 

precision machining industry remain inadequately understood and underexplored. Alt-

hough empirical research on employee engagement and talent retention has been thor-

oughly examined in industries like tourism and information technology [16], the preci-

sion machining sector is still inadequately investigated in this context. The distinct 

problems and technical skill prerequisites required in precision machining necessitate 

a customized strategy for talent retention; nevertheless, scant research has focused on 

this sector particularly [16]. The industry's dependence on trained workers and elevated 

turnover rates signify a significant opportunity for additional research and enhancement 

of academic literature [17]. The investigation of effective employee-centric strategies 

must establish a framework for the organization to implement from the employees' 
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perspective to enhance successful plan execution, thus making this precision industry’s 

retention challenges unique and critical. 

1.4 Research Questions 

This research aims to examine and determine the primary antecedents influencing the 

intention to remain in the precision machining sector. This research aimed to address 

the following questions, which correspond to the study's aims, based on the arguments 

articulated in the preceding section. The precise research inquiries generated by the 

study are:  

RQ1: Do learning and development, career promotion, and work environment affect 

the employee engagement of skilled labor in the precision machining business in 

Malaysia, as explained by Social Exchange Theory?  

RQ2: Does employee engagement affect the retention intention of skilled workers in 

Malaysia's precision machining sector, as explained by Social Exchange Theory? 

RQ3: How does employee engagement mediate the relationship between learning and 

development, career advancement, work environment, and the intention to stay 

among skilled laborers in Malaysia's precision machining sector, as explained by 

Social Exchange Theory? 

1.5 Research Objectives 

In light of the issues and research gaps defined in the preceding sections, the subsequent 

research objectives are designed to fulfill the overarching aim of the study.  

RO1: To test the relationship among learning and development, career progression, 

work environment, and employee engagement of skilled laborers in the precision 

machining sector in Malaysia. 

RO2: To test the relationship between employee engagement and retention intentions 

among skilled laborers in Malaysia's precision machining sector.  

RO3: To test the mediating effect of employee engagement on the relationship among 

learning and development, career advancement, work environment, and the em-

ployee engagement of skilled laborers in the precision machining sector in Ma-

laysia. 

1.6 Significance of Study 

This study aims to address the highlighted research gaps and to provide substantial 

contributions to both theoretical and practical domains. The objective is to enhance the 

rigor and durability of theory-based contributions for industry practitioners and policy-

makers, while also presenting emergent research subjects within the Human Resource 

Development (HRD) area to the academic community of researchers.  

The study will employ deductive theory building, commencing with an established 

theory or framework (Social Exchange Theory) and assessing its validity through em-

pirical research. The research will validate or enhance the theory through hypothesis 

testing within academic and scientific fields. Academic scholars have found numerous 

elements impacting employees' intention to remain. Consequently, the Social Exchange 
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Theory serves as the foundational framework for this study. According to the principles 

of social exchange theory, it is anticipated that when current employees perceive a fa-

vorable social exchange relationship with their organizations, they will exhibit a dimin-

ished propensity to depart and consequently a heightened intention to remain.  

This study utilizes Social Exchange theory as its foundation to establish a compre-

hensive theoretical framework that integrates the effects of antecedents on employees' 

intention to remain. This study aims to provide practical significance by developing a 

new theoretical framework for Human Resource practitioners in the precision machin-

ing industry in Malaysia. It will establish organizational practices to improve sustaina-

ble talent development in the industry by offering critical references for effective strat-

egies to retain qualified people. 

The research aims to offer significant advice to reduce the intentions of talented em-

ployees to leave. The essential aspects that will improve the intention to remain inside 

the organization will be identified and implemented by practitioners and leaders in the 

precision machining sector. The research findings will highlight the significance of 

comprehensive and employee-focused strategies for retention that match with the 

changing demands of the contemporary workforce. The research findings will enhance 

the understanding of employee retention in contemporary workplaces, providing ac-

tionable insights for strengthening organizational practices and mitigating voluntary 

turnover in precision machining sectors. This research study suggests that retaining val-

ued and talented personnel may lead to reduced operational expenses and a more stable, 

engaged workforce in the precision machining business.  

2 Literature Review 

2.1 Intention to Stay 

An intention denotes an individual's desire to behave and the effort he or she is prepared 

to exert to execute a behavior [18]. Intention to stay refers to the degree to which an 

employee intends to maintain the reciprocal relationship with their employer [18]. The 

phenomena of brain drain [19] and the competition for talent [20] within businesses 

have escalated to a critical level, ushering in a new era of global talent competition 

among enterprises. The prevailing VUCA conditions globally, stemming from the post-

COVID-19 epidemic, will render talent retention increasingly difficult. The organiza-

tions aim to cultivate, involve, and oversee organizational performance in order to re-

tain talent. Talent retention will be a significant tactic in this era. Empirical evidence 

indicates a considerable association between organizational success and employee turn-

over, highlighting the critical need to examine employee turnover intention in the man-

ufacturing sector.  

Talents provide essential assets for the firm. As demographic shifts transpire, the 

demand for suitable talent will continue to escalate while the supply of talent will con-

currently diminish. As a result, competition for talent is anticipated to arise. [21] em-

phasized that the intention to remain is substantially affected by a blend of inner and 

extrinsic motivators, together with the organizational context in which employees’ 

function. Employees are more inclined to stay with their organization when they 
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experience job satisfaction, feel valued and appreciated, and perceive strategic align-

ment between their personal and organizational objectives. The strong demand for tal-

ented workers in the labor market can lead to discontent and disengagement, which may 

diminish an employee's intention to remain with the firm [22]. Furthermore, a support-

ive workplace that fosters satisfaction and recognizes employee contributions would 

strengthen long-term commitment and diminish turnover intentions [21]. 

The intention to stay is seen as a psychological state or cognitive commitment that 

signifies an employee's desire or propensity to remain with their current firm rather than 

departing from it. The empirical study posited that the intention to remain is a vital 

predictor of retention, frequently acting as a prelude to actual turnover, resulting in a 

more engaged and loyal workforce [23]. Consequently, it is essential to investigate and 

comprehend the primary determinants of expert workers' purpose to remain in the pre-

cision machining sector in Malaysia. 

Intention to stay refers to the employee's behavioral inclination to remain with the 

current organization for an extended time. The strategic methods employed by a corpo-

ration to attract and retain personnel, thereby ensuring their loyalty to the organization 

[24]. Numerous academic scholars are exploring diverse methods and circumstances, 

concluding that engaging employees is crucial for fostering their intention to remain 

within the firm. Research has demonstrated that employee engagement is inversely cor-

related with turnover intention and employee turnover [25, 26].  

2.2 Learning & Development 

When the employees perceived that their employers provided learning and learning op-

portunities, they were more likely to stay longer in organization [27]. [28] explain that 

learning & development programs are custom-designed and delivered internally or or-

ganized externally. [21] affirmed that when employees are given opportunities for 

learning and skills development, this will foster intrinsic motivation leading to a higher 

sense of intention to stay within an organization. [23] asserted that learning and devel-

opment initiatives, such as leadership programs, cross-functional training, and skill-

building workshops, can enhance employees' competence, which is a core element of 

employee engagement. Employees who perceive their organizations as investing in 

their professional growth through skills development are more likely to feel valued and 

motivated, thereby enhancing intention to stay [29]. 

An empirical study has found that lacking developmental opportunities will result in 

an adverse negative impact on employee retention. Besides that, the acquisition of 

knowledge and skillsets by engaging in learning activities within and outside the or-

ganization will enhance employability significantly. Training plans to include em-

ployee learning and development should be custom designed to make the employees’ 

relevant jobs more attractive and fulfilling as it will in turn lead to an enhanced level of 

work engagement [15]. 

The study by [30] highlights the significance of creating environments that promote 

continuous learning and development as a strategy for improving employee retention. 

[31] advocated that most employees will select learning and development opportunities 

as the main reason for staying in an organization. Such initiatives will foster employee 
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growth and strengthen their engagement with the organization, thus encouraging long-

term commitment to the organization. [32] explained that effective learning and devel-

opment can help to enhance employee engagement which is one of the significant pre-

dictors of an employee's intention to stay. 

Learning and development initiatives, as highlighted in [33, 34], can lead to an in-

tention to stay by fostering a sense of value and investment in employees and thus en-

hance employees' engagement. This heightened engagement, in turn, improves inten-

tion to stay, as employees are more motivated to stay with an organization that invests 

in their professional development [35, 36]. 

2.3 Career Advancement 

Furthermore, the research addressed talent retention challenges, particularly in sectors 

with high demand for skilled workers. It emphasizes the importance of providing con-

tinuous opportunities for professional growth and innovation integration [37, 38]. 

Whenever there is an available promotional opportunity within an organization, the 

employees will feel appreciated, leading them to reciprocate by possessing higher lev-

els of engagement and commitment toward their organization [39]. [21] affirmed that 

when employees are given opportunities for career advancement, this will cultivate 

their intrinsic motivation, resulting in a stronger sense of intention to remain within the 

organization. An empirical study has found that a lack of career progression has an 

adverse negative impact on employee retention [31].  The existing younger generation 

will further focus on career growth as criteria to remain attached to their existing or-

ganization. 

[31] discovered that most employees choose career advancement as the main reason 

for continuing to stay in an organization. Career advancement can be explained as the 

sequential process of an employee’s career movement to exhibit splendid results in 

work performance and thus fulfill his/her career commitment, through continuously 

upgrading new knowledge and skills acquired from various learning methods. Further-

more, career advancement is associated with advancement opportunities beyond the 

current time and when the employees foresee clear opportunities to grow and advance, 

they are far more likely to stay within the organizations that offer clear pathways for 

advancement. When employees believed they had a clear path for career advancement, 

they were significantly less likely to consider leaving their jobs [40]. 

Organizations that offer career development opportunities to support employees' ca-

reer advancements will demonstrate care and commitment to their employees’ profes-

sional advancement, thus fostering increased commitment and engagement to remain 

with the organization [41, 42]. Employees who perceive strong organizational support 

in terms of access to professional career growth opportunities are more likely to develop 

a higher intention to stay within their organizations. [43] emphasizes perceived career 

development opportunities as a key pertinent factor in retaining skilled employees 

through the implementation of training programs, mentorship, and clear career progres-

sion paths for employees' professional growth. The lack of progression opportunities 

for talented employees was a key factor that contributed to turnover [44, 45]. 
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2.4 Work Environment 

Research findings have implied that work-life balance being part of the work environ-

ment are some important HRM strategies that can influence skilled employees by en-

hancing employee engagement and when employees are engaged, they will tend to stay 

longer within an organization [46]. These strategies are designed to create a work en-

vironment that attracts, engages, and encourages talented individuals to remain with the 

organization, minimizing turnover and ensuring the continuity of skills and expertise 

within the workforce [47]. Positive work environment conditions are another key factor 

that plays a pivotal role in affecting the employees’ intention to stay for a longer period 

in their organization [48, 35].  

The argument emphasizes fostering a work environment with open communication 

and collaboration because employees will feel empowered, engaged, and valued. In 

turn, these positive experiences will contribute to their intention to stay within an or-

ganization. When an organization provides a supportive workplace environment that 

fosters contentment and acknowledges employee contributions, this will improve the 

long-term commitment of the employees, and this ultimately reduces turnover inten-

tions [21]. These factors include policies such as flexible working hours, remote work 

options, generous leave provisions, and employee support programs [49]. 

Employees have recalibrated their lifestyle by prioritizing their work-life balance 

and personal well-being over everything else, especially, after the offices reopened 

post-pandemic, made them demand multiple options for working (such as hybrid mode) 

and not just paychecks [23]. The study by [50] highlights that a positive work environ-

ment significantly reduces turnover by fostering employee satisfaction and well-being. 

Employees will experience strong support from their organizations when they are pro-

vided with opportunities to balance work and personal life through appropriate flexible 

working hours and policies, which helps enhance intention to stay [51].  

A positive work environment that cultivates and supports engagement will lead to 

higher retention rates among employees [45]. Employees working in a supportive and 

authentic leadership-driven environment are less likely to consider leaving, as the pos-

itive atmosphere contributes to increased emotional well-being [52]. [53] affirm that a 

work environment that promotes a balance between work and personal life will signif-

icantly enhance employee engagement. A supportive work environment that prioritizes 

work-life balance and integrates effective leadership practices contributes positively to 

employees' sense of value and productivity, thus strengthening their commitment to 

stay within the organization [53]. 

2.5 Employee Engagement 

Past studies have even demonstrated that attrition and retention of employees can be 

explored from the psychological and physiological aspects of this current cut-throat 

competitive environment [54]. Besides that, employee engagement plays a crucial role 

in enhancing intention to stay within an organization. The study shows that when em-

ployees are highly engaged, they are more likely to remain with the organization that is 

striving for employee engagement, as engagement fosters a sense of commitment and 

alignment with organizational values. The intrinsic motivators are factors that can fulfill 
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an employee’s internal psychological needs and when these are achieved, this will lead 

to an increased level of employee engagement and a higher sensor of intention to stay 

[21]. People will have a sense of purpose in their goals and be highly engaged when 

they are performing meaningful work aligning seamlessly with their values and per-

spectives [21].  

Engagement assumes that a person feels obliged to do their best in a job as retribution 

for the resources provided to them by the organization and, when the organization does 

not provide these necessary resources, the employees will give less of themselves [55], 

[56]. Employee engagement is not just about job satisfaction or motivation but also 

about creating an environment where employees feel valued, appreciated, empowered, 

and supported in their overall well-being [23]. Besides that, when businesses are not 

responsible for their staff's health in the workplace, this may lead employees to negative 

emotions and reduce employee engagement and satisfaction [43]. Empirical studies 

have confirmed that employees who feel engaged are more than willing to stay with 

their existing jobs [43]. The study of [45] highlights the importance of fostering em-

ployee engagement as a crucial strategy for enhancing intention to stay 

The study advocates that high levels of employee engagement are crucial in reducing 

turnover intention, as engaged employees are more emotionally connected to their or-

ganization and motivated to contribute to its success [50]. Low engagement, on the 

other hand, can lead to disengagement and greater propensity for employees to seek 

opportunities elsewhere [50]. [57] highlighted that employees will always associate 

higher engagement with non-monetary benefits such as opportunities for learning & 

development that can contribute to their personal and professional growth.   

[58] explained that commitment and engagement are influenced by compensation 

and the support perception of an individual’s organizational culture in a company. Be-

sides that, [43] explained that engagement has been identified as a mediator between 

employee satisfaction and an employee’s intention to leave. Engaged employees are 

more likely to be emotionally attached to their existing organization and have a lower 

tendency to quit [43]. Work engagement can foster a strong emotional bond between 

employees and employers, which in turn helps to lower turnover intentions among em-

ployees [15]. 

2.6 Social Exchange Theory 

Social Exchange Theory (SET) is a sociological and psychological framework that pre-

sents human relationships and interactions through the lens of cost-benefit analysis and 

reciprocity. The theory was developed primarily by George Homans in the 1950s and 

subsequently later expanded by other academic scholars such as Peter Blau, John Thi-

baut, and Harold Kelley. SET can represent the exchange of social behavior between 

two parties.  

SET has been applied to address employee relationships with organizations, demon-

strating that key factors like perceived organizational support or fair treatment, are sig-

nificant in enhancing employee commitment and reducing negative behaviors such as 

workplace deviance, leading to increased intention to stay [59]. [15] posit that through 

the lens of social exchange theory, employees are more likely to respond positively to 
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their organization when organizational actions are beneficial within the framework of 

a social exchange relationship. Hence, employees will possess a moral obligation to 

reciprocate when their organization has fulfilled its obligation toward them [60]. 

This theory suggests that employees evaluate the quality of their relationship with 

their employer by assessing the fairness of the rewards they receive in return for their 

contributions [61]. When employees perceive organizational tangible and intangible 

benefits, they are more likely to demonstrate positive behaviors, such as increased job 

satisfaction and reduced turnover intentions [61]. This type of caring organizational 

support will lead the employees to display trust and engagement to their organizations, 

by demonstrating that the reciprocity from the employees is based on organizational 

support and employee engagement [62]. Against this backdrop, SET provides a suitable 

foundation for this study. Blau which was a key contributor to SET, emphasized that 

social behavior stems from reciprocal exchanges between individuals, where resources 

such as support, recognition, and services are traded to the benefit of all parties—in this 

case, between employees and employers.  

When the employees perceive that their organization values them by offering fair 

compensation that is precisely aligned with their qualifications and experience, a stress-

free work environment, equitable treatment, opportunities for career growth, and ad-

herence to corporate social responsibility standard, they tend to develop greater engage-

ment and are more likely to remain with the organization [63, 64]. SET posits that re-

tention or intention to stay is influenced by reciprocal relationships, where positive 

work environments and rewards can foster employee commitment. This theory helps to 

explain why employees with high engagement and well-being feel a sense of obligation 

or loyalty to the organization, which enhances their intention to stay within the organi-

zation [23]. Consequently, based on social exchange theory, employees who feel sup-

port from their organization will possess positive emotions and good attitudes. This will 

increase their willingness of intention to stay in their organizations and work actively 

to repay them [65]. 

As SET suggests relationships are built on a foundation based on mutual exchanges 

of resources and benefits. In the context of the study by [66], the SET theory concludes 

that employees who perceive a positive, reciprocal relationship with their organization 

(through organizational support, compensation, and career development opportunities) 

will tend to possess stronger employee engagement leading to the promotion of career 

sustainability. Hence, the study affirms that employees will be likely to stay with the 

organization because they perceive the organization’s investment in their well-being 

and career growth as a form of reciprocity through the maintenance of the social ex-

change relationship between employees and organizations, whereby both parties mutu-

ally provide social resources needed by each other [66]. Reciprocity norm is a key con-

cept from SET and it can govern the psychological reciprocal processes of the employ-

ees when they receive special attention from their organizations [43]. The employees 

will respond to the higher supportive working environment provided by their organiza-

tions and the employees will repay and perform better through higher engagement with 

their organizations [62]. 

In the study by [62], Social Exchange Theory has been applied to understand how 

high-performance work systems can influence innovation and knowledge sharing in 
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project-based organizations. The findings acknowledge that when there are employee’s 

perceptions of organizational support in terms of fair treatment, a reciprocal relation-

ship will be formed and the employees will behave positively in return, thus reinforcing 

mutual trust and employee engagement. The study from [62] even maintains that em-

ployees will move an extra mile beyond their immediate call of duty if they perceive 

their positive behavior will be reciprocated by their organizations. SET is pivoting on 

the key principle of mutual social exchange behavior, and the theory will weigh the cost 

and benefit of a mutual relationship, leading to the discreet examination of how this 

will impact retention [67, 68].  

2.7 Hypothesis 

Based on the theoretical framework provided, 7 hypotheses are developed for empirical 

verification within this study.  

Learning & development and employee engagement. When the employees receive 

various benefits like training and resources from the organization, the employees will 

tend to be more likely to feel obliged to repay the organization through greater and 

improved work engagement [69]. A study by [70] stressed that learning & development 

as part of training has strong influence on employee engagement. Access to training 

and opportunities such as professional development programs for career growth posi-

tively influences engagement levels, highlighting the importance of development-fo-

cused organizational strategies [71]. When employees feel that their organization is 

committed to investing in their development, they are more likely to feel valued and 

engaged, which can positively influence their intention to stay [72, 73]. Learning and 

development practices within organizations can serve as a vital component in strength-

ening employee engagement by addressing professional growth and satisfaction [74].  

Based on the literature cited above, this study argues that learning & development 

can increase employee engagement. Thus, the following hypotheses are proposed:  

H1: There exists a significant and positive direct relationship between learning & de-

velopment and employee engagement. 

Career advancement and employee engagement. Career goal progress and career 

ability development in career growth can significantly promote job engagement of an 

employee [75, 76]. Career advancement opportunities positively influence employee 

engagement by enhancing employees' dynamic capabilities and leveraging their human 

capital, fostering a deeper commitment to organizational goals [38]. Career advance-

ment growth has positively influenced employee commitment, which in turn enhances 

employee engagement because employees who perceive opportunities for career ad-

vancement are more likely to be engaged in their work [77]. Through the realization of 

employees’ career goals and the acquiring of career-related knowledge and skills will 

have a positive impact on employee engagement [44, 78, 79]. 

Based on the literatures cited above, the second hypothesis of this study is:  

H2: Career advancement positively and directly influences employee engagement. 
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Work environment and employee engagement. Empirical findings emphasize that 

creating a healthy and engaging work environment should be a key organizational pri-

ority to maximize employee engagement [80, 81]. Past study has demonstrated that 

with implementation of flexible working environment will increase employees’ emo-

tional engagement in the organization by strengthening their bond to their organiza-

tions, resulting in higher motivation for them to achieve their respective goals [82]. 

Healthy work environment being part of employer branding strategy will aid the organ-

izations in the attraction and retention of skilled employees while bolstering their rep-

utation within the job market [83]. 

Based on the literature cited above, the third hypothesis of this study is: 

H3: There exists a significant and positive direct relationship between work environ-

ment and employee engagement. 

Employee engagement and intention to stay. Companies with engaged employees 

will have higher employee retention, organizational productivity, profitability, growth, 

and customer satisfaction, due to the fact they perceive the relationship as mutually 

beneficial [84]. It also demonstrated that employee engagement positively influences 

satisfaction and retention, showing that engaged employees are 9.4% more likely to be 

satisfied and committed to staying at their workplace. This reciprocity (element of 

SET), where employees feel emotionally connected and supported, will lead to im-

proved retention and overall organizational performance. Establishing and maintaining 

empathetic and emotional connections with the employees will enhance employee en-

gagement and will have positive impacts on the ability of the organization to attract and 

retain talented and skilled employees while maintaining a competitive edge over its 

rivals [85].  

Based on this discussion, therefore, it is hypothesized that:  

H4: Employee engagement positively and directly influences intention to stay. 

The mediating effect of employee engagement. The empirical study advocates that 

high levels of employee engagement are crucial in reducing turnover intention, as en-

gaged employees are more emotionally connected to their organization and motivated 

to contribute to its success [50]. [58] explained that commitment and engagement are 

influenced by compensation and the support perception of an individual’s organiza-

tional culture in a company.[86] establishes that engaged employees are more likely to 

remain loyal to their organization because engagement cultivates emotional commit-

ment, job satisfaction, and alignment with organizational goals, which act as strong 

determinants to stay. [77] suggested that career growth, when aligned with strong or-

ganizational support, creates a robust pathway to improving employee engagement and 

a virtuous cycle of mutual benefit between employees and organizations. Implementa-

tion of effective retention strategies, such as creating a favorable work environment and 

recognizing performance, are crucial to build an engaged workforce [87]. 

Therefore, the corresponding hypothesis of this study are: 

H5: Employee engagement mediates the relationship between learning & development 

towards intention to stay. 
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H6: Employee engagement mediates the relationship between career advancement to-

wards intention to stay. 

H7: Employee engagement mediates the relationship between work environment to-

wards intention to stay. 

2.8 Conceptual Framework 

Drawing extensively upon the literature review and being guided by the theory of SET, 

a model demonstrating the association between employee engagement, and intention to 

stay is presented. In this study, learning & development, career advancement, and work 

environment served as independent manifest variables; employee engagement as a me-

diator construct and intention to stay as a dependent latent variable. The focus of this 

model is to investigate the mediating effect of employee engagement in the relationship 

between learning & development towards intention to stay, career advancement to-

wards intention to stay, and work environment towards intention to stay, consistent with 

Social Exchange Theory. 

 

 
Fig. 1: Conceptual Framework 

Figure 1 illustrates a proposed conceptual framework diagram by displaying the an-

tecedents influencing Employee Engagement and how it affects their Intention to Stay. 

Each hypothesized relationship in the framework is grounded in prior empirical evi-

dence, such as Learning & Development [32], Career Advancement [40], Work Envi-

ronment [88], Employee Engagement [26], and Intention to Stay [34]. 
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3 Data Collection 

3.1 Research Design 

This proposed study will be utilizing cross-sectional approach for data collection for 

the study. Besides that, the study will also employ quantitative method whereby the raw 

data will be collected using quantitative instruments such as a questionnaire. The key 

requirement for this study will be employing samples that can wholly represent the 

population to provide the validity and reliability of the samples. Once the data has been 

collected, these will be subject to statistical analysis. 

3.2 Study Setting 

This proposed study is going to be a cross-sectional study, and raw data were collected 

once for the specific period lasting for duration of 2 months from the skilled labor of 

precision machining industry in Malaysia. Data will be collected by adopting a purpos-

ive sampling technique through a designed questionnaire with the instruments adopted 

from the previous works of other scholars. SPSS software and Smart PLS software were 

employed to analyze the collected data.  

3.3 Sampling Criteria 

For this study, purposive sampling will be applied with usage of inclusion and exclu-

sion criteria to ensure the data relevance and quality. Inclusion criteria for the sampling 

criteria for the study will be individuals currently employed in a precision machining 

company in Malaysia located in in Penang, Kedah, Selangor, and Johor, their job role 

must be machinist, programmer or technical operator with minimum of 1 year working 

experience in the precision machining field, and they are willing to voluntarily partici-

pate in the survey. Exclusion criteria for the sampling criteria for the study will be those 

employees in non-technical roles (such as admin, HR or finance), workers who are not 

involved in the precision machining industry with less than 1 year working experience 

in the precision machining field and incomplete or inconsistent questionnaire re-

sponses. 

In year 2023, the Malaysian workforce was estimated to consist of 29.6% skilled 

workers out of a total of 15.4 million workers. This translates to approximately 4.55 

million skilled workers in Malaysia for the year of 2023 [90]. The sample size is calcu-

lated based on the G*Power 3.1 [89] software with the setting as follows and giving 

minimum sample size of 231 respondents. 

Hence, for this study a sample size of 300 is deemed more than enough to satisfy the 

data needed to answer the research questions of this study. The questionnaire custom-

ized and designed for this study includes the following sections: Section A: Learning 

& Development; Section B: Career Advancement; Section C: Work Environment; Sec-

tion D: Employee Engagement; Section E: Intention to Stay; Section F: Demographic 

Profile. 

Raw data will be collected from the respondents through the self-administered ques-

tionnaires. The questionnaire will be in English and will not be translated into national 
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language of Malay because all the respondents are able to understand and speak Eng-

lish. The questionnaires will be distributed through Microsoft form. Upon receiving the 

filled questionnaire returned from online form, the raw data was extracted and analyzed 

through statistical software of SPSS and PLS.  
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