®

Check for
updates

Building Sustainable Employee Retention Through Employee
Well-Being, Compensation Fairness, Career Develompent Motivation,
and Organizational Commitment- A Conceptual Framework

Darmanto Darmanto' "
Didik Subiyanto*®

2Universitas Sarjanawiyata Tamansiswa, Yogyakarta, Indonesia
*lrafifdarmanto@gmail.com, 2didiks.ac.id

* Corresponding Author

Abstract. This study explores the integration of compensation fairness, career development motivation,
and employee well-being as strategies for enhancing sustainable employee retention. The ultimate goal would
be to know how they all interact and contribute to company loyalty vs. attrition. A conceptual framework is
used, building upon the Establishment Theory and Social Exchange Theory; to posit that fair treatment in
compensation and support for career development engender employees’ commitment towards the holding
organization. A qualitative methodology using literature review and conceptual analysis is used to construct a
comprehensive framework. The results indicate that experiencing fair compensation has a positive impact on
organizational commitment and career development motivation, which have the same effect on employee
turnover intentions. Besides, employee well-being acts as a moderator between compensation fairness and
retention. This study is novel in integrating three key dimensions of compensation fairness, career development
and well-being into a single model.The practical implications highlight the importance of fair compensation
and career support in retaining talent, particularly in competitive industries. Theoretical contributions extend
the understanding of employee retention beyond compensation to include career and well-being factors,
offering a comprehensive strategy for organizations aiming to reduce turnover and improve sustainability

Keywords: Employee well-being, compensation fairness, career development motivation, organizational
commitment, sustainable employee retention.

1. Introduction

High-level employee turnover is a significant challenge for many organizations across various
sectors. High Turnover levels not only affect the company's operational efficiency, but also
negatively impact the organization's productivity, work culture, and sustainability. [1], [2]. In a
competitive global context, an organization's success depends heavily on its ability to retain talented
employees. Nevertheless, most of the companies still struggle to develop successful retention
strategies and so does hospitality business. Compensation Discontent, Career Development
Motivation & InThe modern workplace In today’s competitive job market, salary dissatisfaction,
career growth motivation and employee well-being are the usual culprits for low retention[3].
Inequality in compensation is one of the biggest issues at any company. This type of unfairness can
lead to employees feeling unhappy and disloyal towards the organisation [4]. In addition, a too broad
focus on Career Development Motivation contributes to the confusion. In many cases, employees
do not have the chance to advance in their careers because they are not supported or given
opportunities to acquire new skills. On the other hand, employee welfare remains unaddressed
despite evidence showing that an emphasis on employee well-being significantly correlates with
positive work environment and employees’ retention willingness [5]. These are the factors that result
in low employee loyalty to their employing organizations. And of course, low employee loyalty
affects staff retention rates directly. Some studies have offered useful understandings on the factors
affecting worker keep. For example, a study by [6] Demonstrate how fair pay strongly contributes
to loyalty towards the company. Other research by [7] Thus, this study indicates that effective career
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development motivation enhance employee loyalty and retention. Also, employee well-being was
found to have a significant impact on improved job satisfaction and reduced work turnover.
According to this finding, the research suggests that organizations should include compensation
fairness, career development motivation and employee well-being into their strategy for further
commitment enhancement and of higher retention rate.

While prior studies have considered both compensation, career development and employee well-
being their joint influence for employee retention is rarely investigated [8]. For example,
compensation fairness, career development, and employee well-being have been studied as a bundle
to (negatively) influence organizational commitment and retention [1]. This void indicates some
scope for further investigation to enhance the efficiency of HR management.

The theoretical foundation of this study is Equity Theory and Social Exchange Theory.
According to Equity Theory, employees compare their inputs and outputs with others within the
organization [9]. Organizational commitment is greater for employees who perceive fairness
regarding compensation. 5 The social exchange process between employer and employee necessary
to promote loyalty and retention is also grounded in Social Exchange Theory [10]. When companies
prioritize career development motivation and well-being of their employees, they tend to feel valued
and motivated to bring their A-game. Drawing on this theoretical base, in this paper we examine
how the relationships among compensation, career contribution and wellbeing might lead to
increased retention.

What is original in this research is a systemic and integrating analysis on the issue of retention
of employees. The compensation care network is an integrated model which covers compensation,
career development, employee wellbeing and explores the mediating and moderating mechanisms.
Though this does not answer all questions, it complements previous research and helps to establish
a theory on more solid empirical ground. Consequently, this study provides important implications
and managerial strategies to enhance sustainable employee retention.

Today organizations realize that retaining the employees is not an HR responsibility anymore; it
is a strategic imperative directly impacting competitiveness and long- term value of organization.
Thus, this study seeks to make an important contribution by examining how organizations can
create a fair work environment that enables career development and enhances employee well-being
leading to improved retention paths [11]. This work contributes to not only academics but also
companies, in that through the integrative and conceptual framework/methodologica, we propose
some solutions so it is possible face the higher complexity of problems caused by rising trend
towards complexity in globalization times.

2. Literature Review

2.1 Equity Theory

Equality Theory, proposed by John Stacey Adams (1963), explains that employees'
perceptions of fairness affect motivation and behavior in their workplaces. This theory
emphasizes distributive fairness, in which individuals compare the ratio of their inputs (e.g.,
effort, skills, education, loyalty) to output (e.g., salary, benefits, recognition) with others in the
same role. When two employees feel that they have reached an ideal level for the exchange (in
terms of ratio of their inputs to outputs) and as a result, are satisfied and motivated; As soon as
employees perceive themselves in an inequitable situation, psychological distress is created
which can diminish motivation and behaviours. Employees can rebalance the scale by
decreasing their efforts, seeking greater rewards, possibly to leave the organization.

In organisations, Equity Theory is critical for creating compensation systems, performance
management etc. Organizations that let the perception of fairness slip are at risk for low
engagement, higher turnover and lower productivity [12]. As such, maintaining good
compromise and condition between the employer and its employees needs to build a transparent
performance evaluation system, share clearly about its compensation policies, cultivate an
inclusive work culture [13]. Once these pathways of fairness have been identified, they can serve
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as a tool for organizations to establish a healthier and more sustainable work environment that
results in enhanced levels of employee performance and satisfaction [14].

2.2 Employee Welfare

Employee Well-Being (employee welfare) is an overarching condition that reflects
physical, mental, emotional, and social health an employee at work [15]. This concept is not
only related to absence of stress or illness, but it also includes the extent to which employees
Feeling satisfaction, meaning, and balance in life in his work. Concept Employee Well-Being
Rooted in the humanistic psychological theory put forward by Abraham Maslow (1943)
through Hierarchy of Needswhich emphasizing the importance of meeting physiological,
social, and self-actualization needs as the basis of individual well-being, and strengthened by
Carl Rogers (1951) which highlights the development of one's potential in a positive work
environment. This idea then develops in the context of the organization through research [16]
which became the main pioneer of the use of the term Employee well-being in modern
management.

Introduction Employee well-being or employee welfare is one of the highly significant
aspects of human resource management which reflects an individual's health and happiness in
terms of his/her physical, mental and emotional state throughout working hours [17]. It
incorporates safety in the workplace, as well as the workers’ perceived satisfaction with and
acceptance of their jobs (taking into account such factors like home life). However, with new
global pressures on work management in the modern workplace, organizations are becoming
more conscious of the need to develop working conditions that cater to employees’ well-being
as a means of increasing productivity, engagement and retaining their workforce [18].

Organisational culture, management polices and procedures, work environment and
social support from peers and supervisors affect employee well-being [19]. In the absence of
healthy environments from organizations, employees are likely to become burnt out,
demotivated and highly stressed which eventually becomes reflective on an individual and
organizational overall performance [20]. It is not only the concern of individuals, but of the
organization too when employee well-being comes into consideration. Those who see the value
of contributing to their employees’ well-being will enjoy long-term returns through greater
efficiency, loyalty and overall esteem for the company [21]. As such, any workforce well-being
strategies should be part of the business’s sustainable policies, delivered through a holistic
approach and in response to the genuine needs of employees within today’s workplace.

2.3. Justice Compensation

Equitable Pay also referred to as Justice Pay is a basic concept in HR management,
drawing attention toward the necessity of fair and compensatory system in any organization
[22]. This theory is based on the distributive and procedural fairness principles, which claim
that employees judge not only what compensation they receive, but also how it was applied or
arrenged to be compared with others in similar situations [23]. Equity of salary is a signifant
factor contributing to how employees perceive the organization and how motivated, engaged
& retained their workforce becomes [24].

In this theory, payment justice is a concept that can be analyzed using some main areas.
One of them is internal equity: to the extent that remunerations among people who having
similar job responsibility, skill levels and expertise are also similar [23]. A sizeable difference
in pay with no material reason behind it will be more likely to cause some form of unhappiness
among workers, which can result in lower productivity combined with higher rates of attrition
[25]. Besides, the external justice that compares the reimbursations within a firm to those
prevailing in an industry or labor market. If a business pays below industry average pay,
employees perhaps will think they're being undervalued, and then they start searching for
another place where compensation is good and well-being too [24].

Procedural justice in compensation, as well as the distributive side, also is important in
this theory. It is important to use transparency in the procedure of establishing salaries, bonuses
and promotions in order to create a sense of equity among employees. A merit-based pay
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system combined with a fair evaluation process can engender employee trust in the
organisation [25]. whereas discretionary decisions, subjective and when no clear criteria there
are for it are taken, can result in perception of injustice which is in turn related to lower work
motivation [24].

The implications of the justice of compensation theory have been wide-ranging in the
context of organizations. Engaged and inspired employees who believe they are being paid
fairly do not plan to leave anytime soon, thanks to the fact that compensation is not their top
motivator [26]. Meanwhile, when compensation injustice comes, it may motivate adverse
behaviors (e.g.: lower effort, more grievances and useless behaviors) that will harm the
organization in the long run. Hence, fair and open compensation policy is not just a way to
increase the employees' happiness but is also an approach of creating an efficient, effective and
sustainable workplace.

2.4 Career Development Motivation

Career Development Motivation is an ongoing process in which individuals and
organizations collaborate to enhance competencies, experience, and professional growth
opportunities to reach their maximum potential in the world of work [18]. The motivational
Career Development is founded on the interplay between personal factors including interest,
qualification and motivation related to professional development, and labor market conditions
in terms of work place situation, organizational policies and procedures. It is a way not only to
increase your technical proficiency but also enhance soft skills, and adjusting to changes in
the industry, managing career opportunities.

In an organizational sense, Career Development Motivation refers to more systemic and
planned process, in which firms deploy a variety of formal mechanisms for facilitating
employee development. Training, mentoring, job rotation and opportunities to further an
education are all part of efforts to allow employees to develop their skills and make themselves
more marketable. In addition, the existence of a clear and competence dependent performance
appraisal system is an important variable predisposing to fair and just Career Development
Motivation [27].

From a personal level, Career Development Motivation is the ability to make conscious
decisions and create a career path in accordance with one's individual interests, values and
purposes. Psychological aspects such as attitudes to self-confidence, adaptability and
willingness to continue learning contribute significantly in accounting for how well an
individual can exploit available developmental opportunities. With the age of digital
transformation and globalization, job skill sets are constantly evolving, so one needs to be
flexible as well as knowing when to balance adapting towards market place trends if you want
to stay competitive [28].

2.5 Organizational Commitment

Organizational commitment is a psychological aspect that reflects the extent to which
individuals feel attached to the organization they work for [29]. This theory emphasizes that
commitment is not just a contractual attachment, but a feeling of emotional involvement,
aligned values and a desire to remain part of the organization in the long run. Organizational
commitment plays an important role in determining employee behavior, such as their level of
loyalty, motivation, and contribution to achieving organizational goals [30].

Organizational commitment is often understood through three main dimensions. The first
dimension is affective commitment, which refers to the emotional attachment and feeling of
belonging to the organization. Employees with high affective commitment feel that their
personal values align with the company's vision and mission, so they are encouraged to
contribute actively and stay in the organization [31]. The second dimension is ongoing
commitment, which is based on rational calculations regarding the benefits and consequences
if someone leaves the organization. In this case, employees stay not because of a love for work
or organization, but because of external factors such as high job transfer costs or lack of better
work alternatives. The third dimension is normative commitment, which reflects a sense of
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moral obligation to remain in the organization. Employees with high normative commitment
feel that they have a responsibility to repay the support or investment the organization has
provided, such as training, education, or Career Development Motivation opportunities [32].

The implications of organizational commitment are broad in a managerial context. A high
level of commitment is associated with improved individual performance, greater job
satisfaction, as well as a low turnover rate. Organizations that want to build strong commitment
among their employees need to create a supportive work environment, provide professional
development opportunities, and ensure that the organization's policies reflect the values of
fairness and employee well-being. On the other hand, if an organization fails to maintain the
commitment of its employees, they can face various challenges, such as low motivation,
increased attendance, and the loss of top talent.

By understanding and managing organizational commitments effectively, companies can
build a productive and sustainable work culture [33]. A strong commitment is not only
beneficial for individuals in terms of job satisfaction and stability, but also for organizations in
achieving a competitive advantage in a dynamic and challenging business era [34].

2.6 Employee Retention

Employee retention is one of the important aspects of human resource management that
focuses on an organization's efforts to retain its employees over the long term [35]. An effective
retention strategy can not only reduce turnover rates, but also increase employee productivity,
engagement, and loyalty. In an increasingly competitive and dynamic world of work,
organizations are required to create a supportive work environment, provide Career
Development.

Employee retention not only depends on the compensation and benefits provided by the
organization, but is also influenced by work culture, leadership, and work-life balance [36].
Organizations that implement a holistic approach in their retention strategies will be better able
to create a stable and productive workforce. Employee involvement in decision-making,
recognition of achievements, and transparent communication are some of the essential
elements in creating an emotional bond between employees and the organization. When
employees feel valued and have the opportunity to grow, they tend to be more committed to
the organization.

One of the main factors that affect employee retention is job satisfaction [37]. Employees
who feel satisfied with their work, whether in terms of assigned tasks, work environment, or
interpersonal relationships within the organization, have a greater tendency to stay in the
organization [38]. This job satisfaction can be earned through a fair reward system, a conducive
work environment, and opportunities to learn and grow. Therefore, organizations need to
implement an evaluation system that can identify factors that contribute to job satisfaction as
well as overcome obstacles that can lead to dissatisfaction.

In addition to job satisfaction, career development is also a determining factor in
employee retention [39]. Organizations that provide clear career paths, ongoing training
programs, and promotional opportunities will be better able to retain talented employees. When
individuals feel that an organization is investing in their professional growth, they tend to feel
more motivated to stay within the company. As such, organizations need to design
development programs that are not only oriented towards improving technical skills, but also
on developing leadership and managerial skills.

Leadership in the organization also plays an important role in employee retention [40]. A
leadership style that is supportive, communicative, and inspiring can increase an employee's
emotional attachment to the organization. Leaders who are able to provide constructive
feedback, build positive working relationships, and create an inclusive work culture will be
better able to retain employees in the long run. Therefore, organizations must ensure that
leaders and managers have the skills to build effective relationships with their teams.
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Methodology

This study uses a conceptual approach to explain the relationship between employee well-
being, compensation fairness, career development motivation, and organizational commitment
to building sustainable employee retention. This approach aims to clarify theoretical
constructions and develop new interpretations based on existing literature. Based on previous
research findings, compensation fairness, career development motivation, and employee well-
being can affect employee retention rates. Therefore, this study raises several key questions to
discuss: (1) Does compensation fairness positively affect organizational commitment, career
development motivation, and employee retention. (2) How do career development motivation
and organizational commitment mediate the relationship between compensation fairness and
employee retention?. (3) Does employee well-being moderate the relationship between
compensation fairness and employee retention?. The result of this conceptual approach is an
empirically testable framework to understand how those factors interact and affect employee
retention in the future.

Results & Discussion

4.1 The Effect of Compensation Fairness on Organizational Commitment

Compensation fairness is one of the important dimensions of organizational fairness that
reflects employees' perceptions of the fairness of the distribution of awards for their contributions
[41], [42], [43]. In this context, the fairness of compensation includes not only the amount of
salary, but also includes transparency, consistency, and fair procedures in the determination of
compensation. Study by [44] emphasizes that fair and equitable compensation is a key cultural
factor that enhances member organizations' commitments. This suggests that the perception of
fairness in compensation can affect the extent to which employees feel attached and committed
to the organization.

Organizational commitment refers to an employee's psychological attachment to the
organization, which includes a desire to remain part of the organization and contribute to the
maximum. Research by [45] Demonstrating that compensation fairness can increase
organizational commitment, as employees feel valued and treated fairly. In addition, a study by
[46] Highlight that transparency in the compensation system can affect perceptions of procedural
and distributive fairness, which in turn can increase employee commitment to the organization.

Furthermore, research by [47] emphasizes that compensation fairness not only affects
affective commitment, but can also reduce employees' intention to leave the organization. This
shows that fairness in the compensation system has a strategic role in retaining employees and
increasing their loyalty to the organization. As such, organizations need to ensure that the
compensation system implemented is fair and transparent to increase employee commitment and
reduce employee turnover.

4.2 The Effect of Reasonableness Compensation has a positive effect on career development
motivation

Compensation fairness, as part of organizational fairness, increases employees' motivation
for self-development and career advancement when they perceive their rewards as fair and
proportionate to their contributions [48]. This is because the perception of fairness in
compensation can increase confidence and job satisfaction [49], which in turn encourages
employees to actively participate in the career development programs offered by the organization
[50].

Additionally, compensation fairness can also affect employees' perceptions of organizational
support for their career development. In this context, research by [51] shows that a fair and
transparent compensation system can improve employees' perception of organizational support
in career development, particularly in small and medium-sized enterprises (SMEs). Thus,
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compensation fairness affects not only the motivation of individuals, but also the perception of
the overall work environment, which ultimately has a positive impact on the development of
employees' careers.

Furthermore, compensation fairness can contribute to sustainable career development by
creating a work environment that supports learning and professional growth. Study by [52]
emphasizing the importance of lifelong learning and skills development in achieving sustainable
career development, especially in the context of gender equality in Bangladesh. By providing
fair compensation, organizations can encourage employees to continue learning and developing
their skills, which in turn increases their career opportunities and contributions to the
organization.

4.3 The Effect of Compensation Fairness Has a Positive Effect on Employee Retention

Compensation fairness has a positive effect on employee retention based on the theory of
organizational justice, which emphasizes the importance of employees' perceptions of fairness
in the treatment and distribution of resources in the workplace [48]. Compensation fairness,
which includes fairness in the structure of salary, benefits, and incentives, plays an important
role in shaping that perception [49]. When employees feel that the compensation they receive is
fair compared to their contributions and colleagues, they tend to show higher loyalty and a desire
to stay in the organization [53]. Conversely, injustice in compensation can fuel dissatisfaction
[50], lowers motivation [54], and increase the intention to leave the organization [55]

Research by [56] Reinforcing this relationship by finding that perceptions of fairness in
human resource management practices, including compensation, significantly increase
engineers' intention to stay employed in construction companies in India. This study shows that
fairness in compensation not only increases job satisfaction but also strengthens employee
commitment to the organization, which ultimately reduces turnover rates. These findings
highlight the importance of organizations implementing fair compensation practices as an
effective employee retention strategy.

In addition, ten, [57] In the book "Compensation and Benefits" emphasizes that a fair and
transparent compensation system can improve job satisfaction and employee loyalty. They
suggest that organizations should routinely review and adjust their compensation structures to
ensure internal and external fairness. Thus, the application of compensation fairness not only
meets the moral and ethical aspects, but is also a smart business strategy to retain the best talent
in the organization.

4.4 The Effect of Organizational Commitment on Employee Retention

Organizational commitment has a positive effect on employee retention based on
organizational theory and work behavior that emphasizes the importance of emotional and
psychological bonds between employees and the organization [58]. Organizational commitment
reflects the extent to which employees feel attached and loyal to the organization they work for
[59]. When employees have a high level of commitment, they tend to show a stronger desire to
stay within the organization, thus increasing employee retention rates [60].

Research by [61] This shows that organizational commitment has a significant relationship
with employee retention. In a bibliometric analysis of the relevant literature, it was found that
organizational commitment plays an important role in influencing employees' decisions to stay
in the organization. This suggests that an organization's efforts to increase employee engagement
can have a positive impact on employee retention.

In addition, a study by [62] reveals that organizational trust has a significant impact on
employees' intention to stay, with management innovation and job satisfaction as a mediator.
These findings highlight the importance of creating supportive and innovative work
environments to improve employee engagement and retention.

4.5 The Influence of Communication on Entrepreneurial Well-being

Career development motivation reflects an employee's intrinsic drive to improve his or her

767
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competencies, abilities, and future career opportunities [63]. Employees who are highly
motivated to develop their careers tend to be more proactive in seeking training, new
experiences, and demonstrating a commitment to improving individual performance [64]. This
drive provides a sense of meaning and direction in the work, which ultimately reinforces
emotional attachment and loyalty to the organization [65]. In the context of human resource
management, career development motivation also creates a reciprocal relationship between
individuals and organizations, where companies provide support and career opportunities that
are responded to with loyalty and long-term intent from employees [66].

In addition, empirical research shows that when organizations support Career Development
Motivation through a fair system of training, coaching, and promotion, employees' career
motivation increases, and directly affects their retention rates [67]. Employees who feel that the
organization cares about their career growth will develop a strong sense of belonging and
psychological attachment [68]. This is in line with the theory Social Exchange which states that
individuals will reciprocate the organization's positive treatment with favorable behaviors, such
as commitment and desire to stay employed in the long term [69].

4.6 Employee well-being moderates the relationship between Compensation Fairness and
Employee Retention

Employee well-being strengthens the relationship between compensation fairness and
employee retention [70] When employee well-being levels are high, perceptions of
compensation fairness tend to increase loyalty and a desire to stay employed within the
organization [71]. Conversely, low well-being can undermine the positive effects of
compensation fairness on employee retention [72]. Thus, employee well-being becomes an
important psychological factor that fosters a sense of security and job satisfaction [73]. This
suggests that an effective retention strategy must consider the balance between fair compensation
and the overall well-being of employees.

Based on the background that has been explained, the research draws a frame of mind, namely
the Influence of Employee Well-being, Compensation Fairness, Career Development, and
Organizational Commitment on Employee Retention as follows:

Employee
Well-being

Organizational
Commitment

H6

H1
H4

H3 Employee
Retention

H2

Career
Development
Motivation

Figure 1. Research Framework

The model illustrates the influence of Compensation Fairness on Employee Retention
directly or indirectly through Organizational Commitment and Career Development Motivation,
as well as the additional influence of Employee Well-being. Each hypothesis path shows causal
relationships between variables in an attempt to explain the factors that increase employee
retention.
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5. Conclusion

The results of the conceptual study show that compensation fairness plays a strategic role in
shaping employee behavior and attitudes towards the organization. A fair and transparent
compensation system increases organizational commitment, career development motivation, and
employee retention. Employee well-being also serves as a moderation factor that strengthens the
relationship between Compensation Fairness and retention, as wealthy employees are more
likely to maintain a positive relationship with the organization. Thus, improving wellbeing,
compensation fairness, and career motivation support are integrated strategies to strengthen
loyalty and reduce turnover rates in a sustainable manner.
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