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Abstract - Retention of highly skilled and loyal employees enable improving the organizational performance that 
significantly contributes to maintaining its competiveness in the market and competitive advantages. Therefore, one of the 
key aspects of employee retention is improving employee satisfaction for sustaining high organizational performances. 
Studying the factors influencing employee satisfaction and their impacts are essential for addressing numerous issues like 
organizational development, corporate policy formulation, organizational performance and organizational competitiveness. 
The current paper aims at researching how the employee satisfaction has an impact employee retention, loyalty as well as 
organizational financial and non-financial performances of the organization based on the case of a cashmere and wool 
garment company in Mongolia. The research results indicate that satisfied employees tend to be loyal and committed to the 
organization and contributed positively on the organizational non-financial performances. However, no correlation is 
indicated between employee retention and organizational financial performance.  
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I. INTRODUCTION 
 
An employee satisfaction is crucial factor for the 
organizational performance as it has impact numerous 
employment related issues. To review and evaluate 
the organizational performance we often have to refer 
to employee loyalty and retention as they directly 
relates to the past and present actions of any 
organization. Employee loyalty enables the 
organization retain highly skilled employees and 
considering this state exploring the factors 
influencing employee loyalty and retention is getting 
essential for any organization. Discovering the 
influential factors will benefit the organization 
developing appropriate strategy, improving 
performances and maintaining organizational 
competitive advantages. Numerous researchers have 
been studied employee satisfaction focusing two or 
three factors, but as the issue is closely related with 
the organizational image, culture and values, there is 
a need to cover more factors like employee loyalty, 
retention and organizational performances. The study 
seeks measuring how the employee loyalty and 
retention influence in the organizational performance 
and how these factors correlates with employee job 
satisfaction in the case of a major Wool & Cashmere 
production company in Mongolia.  

 
II. LITERATURE REVIEW  
 
2.1. Jobsatisfaction and employee retention 
Employee satisfaction is diligently connected with the 
key factors contributing organizational success like 
employee turnover, absenteeism, commitment and  
productivity which requires taking care of it 
(Kreifer.R & Kinicki.A 2001). Number of parameters  
 

 
like salary, appropriate control system, team work 
and precise identification of incentive needs are 
crucial both for the employee satisfaction and 
retention. Moreover, upgrading the employee skills 
and competencies is also important for the retention 
and improving the employee commitment (Smith et 
al., 1969). However, the gap between expected output 
and actual outcome of the implemented activities by 
the organization may cause employee dissatisfaction 
(Hackman and Oldham, 1980; Locke, 1976).  Murray 
noted that the employee satisfaction has positive 
impact on the employee retention. Szilargyi.A.D and 
Wallance.M.J (1983) explains that  there is close 
connection between job satisfaction and individual’s 
value, belief, interests and the satisfaction level 
considerablyto the willingness of working. According 
to Osteraker (1999) employee satisfaction and 
retention are key to the organizational success. The 
researches on employee retention suggested that 
satisfied employees more committed to their 
organization and have more motivated to achieve the 
high performance (Denton 2000). Employee job 
attitude and job satisfaction are closely correlated 
with the productivity and satisfied employees 
contributes positively to achieving the organizations’ 
objectives. Therefore, individual’s satisfaction, self 
esteem and long term personal goals are also can be 
considered as main factors for the employee retention 
(Mccrensky, 1964). 
2.2. Job satisfaction and employee loyalty 
One more key factor for employee loyalty is job 
satisfaction.  Job satisfaction is described as the 
combination of psychological physiological and 
situational states towards to the job (Hoppock, 1935) 
that results from performance appriasal or 
experiences. It is closely related to the organizational 
success factors like retention, loyalty and productivity 
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(E.A.Locke, 1976). Human resource based quality 
management system also affects to the job 
satisfaction and loyalty can be sustained through it. 
Some research indicated that ( Jun, Cai, & Shin, 
2006) job satisfaction and loyalty had correlation and 
number of circumstances including support of 
management, team work and work environment were 
crucial for the job satisfaction (Mai Ngoc Khuong,  
Bui Diem Tien, 2009). 
2.3. Job satisfaction and organizational 
performance 
Several researchers such as Ryan et al. (1996), Gross 
and Etzioni (1985), Harter, Schmidt, & Hayes (2002), 
Chan et al., (2000), Daily & Near., (2000),  Huselid, 
(1995), Koys, (2001), Zohir, (2007), Mohr & Puck, 
(2007) Mafini & Pooe, (2013), attempted to clarify 
the correlation between employee job satisfaction and 
succeeded. It is also evidenced that job satisfaction 
leads increasing organizational performance and 
these two variables were relatively dependent of each 
other (Ssegawa, 2014). Some researchers (Schneider 
et al., 2003; Zohir 2007) exposed the correlation 
between employee satisfaction and organization’s 
financial and market performance. Analyzing 
earnings per share and market performance Evans 
and Jack (2003) concluded that satisfied employees 
achieve a good performance.  Higher return on assets 
and higher earnings per share were positively 
correlated with high level of job satisfaction 
(Schneider et al.2003).  Moreover, good work 
environment leads to job satisfaction and their 
intention for long –term service (Chi & Gursoy, 
2009)  and satisfied and loyal employees tend to 
provide quality service to the customers and they in 
turn recognize value of the service offered to the 
them and tend to demonstrate loyal behavior such as 
repeat purchases and increased referrals (Koys, 
2003).   Different indicators have been applied to 
measure relationship between employee satisfaction 
and performance. Researchers like Chi and Gursoy 
(2009), Mohamad et al., 2009 attempted to measure 
employee satisfaction and organizational performance 
using financial indicators such as profitability, 
productivity, turnover, sales, return on investment 
and net profit. 
2.4. Employee retention and organizational 
performance 
Employee retention refers to how an organization 
keeps their employees from leaving the organization 
thus coming up with retention strategies to ensure that 
employees remain in the company (Armstrong, 
2009). Retention of employees is important for any 
organization for achieving its goals and maintaining 
its competitive advantages. Numerous factors 
contribute to the employee retention like 
compensation, reward, recognition, promotion, work 
environment, training, work-life balance and 
leadership. Some research indicate that high 
employee involvement could increase employee 
performance and made the employees more attached 

to the organizational performance Guthrie et al. 
(2001).  
2.5. Employee loyalty and organizational 
performance 
High employee performance is vital for the success of 
any organization and many organizations pay 
significant effort achieving it but it is not always 
happens in the workplaces. Various factors 
influencing in employee loyalty including assigning 
appropriate task, facilities and work environment that 
fully engage them in the work and opportunities for 
personal development. Employee loyalty can be 
explained as the increase of employee commitment to 
the organizational success and belief doing right thing 
working for the organization. But the existence of 
passive loyalty identified by Reichheld, F. and Cook, 
Scott D. (1996) that referred to low interest of 
employees remaining in the organization, but due to 
some limitations, like salary, welfare or transportation 
had to stay in the organization, once these conditions 
disappear, the employee could no longer demonstrate 
loyalty   the organization. On the contrary, Kyle 
LaMalfa (2007) pointed out that emotional 
connection to organization and its’ business beyond 
the factors like salary, training or benefits. 
Emotionally connected employees have more 
engagement to the work and their achieved 
outstanding performance and they feel themselves as 
significant part of the organization.  
To sum up above, all factors influencing to the 
employee satisfaction in some extent correlated to the 
organizational performance.  

 
Research model: Based on the literature review the 
following model for the research and hypothesis of 
the study elaborated. 

 

 
Figure1. Research model 

 
Hypothesis: 
Hypothesis elaborated for the current study  
H1:Employee loyalty affects to employee loyalty. 
H2:Job satisfaction affects to employee loyalty. 
H3:Employing satisfied and loyal employees 
improves  organizational financial performance. 
H4:Employing satisfied and loyal employees 
improves organizational non-financial performance. 
H5:Retention of satisfied employees improve 
organizational financial performance. 
H6:Retention of satisfied employees improve non-
financial performance. 
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Research methodology  
Traditionally performance measure heavily relied 
only on financial information (Vaivio, 1999) and it 
has been criticized for its’ short sightedness and 
ignorance of creation of new ideas (Merchant, 1990). 
Therefore, non-financial measures happened to 
compliment the traditional one linking long-term 
strategy (Kaplan, Norton 1996). In this study we used 
parameters like corporate sales income, tax amount 
per year for financial performances and customer 
satisfaction, supplier’s satisfaction for non-financial 
performance the organization for review the overall 
organizational performances considering employee 
satisfaction, loyalty and retention.  The study is 
conducted to determine how employee satisfaction, 
retention, loyalty influence to the organizational 
performance of Wool& Cashmere garment 
production company in Mongolia. Sample is selected 
randomly and the actual survey conducted among 
employees of the above company. Smart PLS 3.0 
software is used for data processing and number of 
tests provided like factor analysis, reliability test, 
correlation analysis and linear regression.  The actual 
survey took a place between March 15-25, 2018. We 
distributed 300 questionnaire and received 268 
completed (91.4%) questionnaires and only 245 
questionnaires (89.3%) considered valid for the 
analysis. The questionnaire had 20 questions in 5 
sections and each question weighed by Likert scaling. 
Moreover, representation of diverse age, sex, year of 
employment and affiliation of the employees were 
considered when we distributed the questionnaire. 
 

Table1: Background information on the participants 
Sex Age segment Year of 

service for 
the company 

Sex % Age % Years % 

Male 19.
2 

Under 
20 4.1 

Up to 
1 31.4 

1-3 21.2 

21-30 50.6 4-6 14.7 

Fema
le 

80.
8 

31-40 24.9 7-10 8.2 

41-50 12.6 11-15 6.5 

50 and 
above 7.8 

16 
and 
more 
years 

18.0 

 
As the above table shows 19.2% of the respondents 
were female and 80.8% of them were male 
employees. By age group, 54.7% of the respondents 
were employees who are below 30 years old and it 
can be concluded that the company employs mainly 
young female employees. Almost half of the 
respondents or 52.6% of them worked less than 3 

year with present employer and only14.7% of them 
worked for the company 4-6 years. This number 
displays that employee turnover is comparatively 
high or employee retention is weak in the 
organization.  
 
Reliability test   
To test the reliability, Cronbach’s alpha is used for 
validating the reliability of variables and the 
minimum cut off points showed 0.7 (Nunnally, 1978) 
considered it acceptable for measurements (refer to 
table 2). 
 

Table2: The level of dependability of the factors 

Factors  

Number 
of 
question
s  

Cronba
ch's α 

Employee satisfaction  4 .810 
Employee loyalty  5 .820 
Employee retention  5 .861 
Organizational financial 
factors  2 .712 

Organizational non-
financial factors  4 .808 

 
Factor analysis is made to validate the variables and 
the summary is shown in table 3 
 

Table3: Questionnaire reliability analysis 

 
 
Moreover, CR (Composite Reliability) coefficient 
showed above of 0.7 (Hair, 2010)  reliability is 
acceptable. Validity of questions showed above of 
0.3. AVE (Average Variance Extracted) coefficient is 
also showed for all 0.5 (Fornell & Larcker, 1981; 
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Hair et al, 2010) which means measurement is 
satisfactory. 

Table4: Dependability of the factors 
 JS EL ER OPF OPNF 
JS 1     

EL .421** 1    .000 

ER .355** .715** 1   .000 .000 

OPF .291** .619** .531** 1  .000 .000 .000 

OPNF .278** .676** .653** .485** 1 .000 .000 .000 .000 
**. Correlation is significant at the 0.01 level (2-tailed). 
According to our test organizational financial 
performance has weak correlation with the employee 
satisfaction [r = .291, p < 0.01], but has correlation 
with employee loyalty [r = .619, p < 0.01], and 
employee retention [r = .531, p < 0.01].  
Organizational non-financial performance has weak 
correlation with employee satisfaction [r = .278, p < 
0.01], but has correlation with employee loyalty [r = 
.676, p < 0.01], and employee retention [r = .653, p < 
0.01]. 
Structural equation modeling (SEM) 
For testing the significance of structural model and 
variables R-Square was estimated for PLS analysis.  
The correlation between independent variable and 
dependent variables were reviewed during the 
analysis. As a result of the test H, H2, H3, H4, H6 
were supported as the significance meaning were 
positive (p <0.01), however H5 was not supported. 
Summary of the test shown in table 5. 

Table5: PLS-SEM results 

 
For the target organization, employee satisfaction and 
loyalty are correlated positively (β = 0.527) and have 
an impact (γ = 0.278; p<0.001). Employee 
satisfaction has correlation with employee retention at 
the organization β = 0.512) and influential to the 
retention (γ = 0.262; p<0.001).  Employee loyalty and 
organizational financial performance correlated 
positively (β = 0.465) and proved it has an effect (γ = 
0.304; p<0.001). Moreover, organizational non-
financial performance have positive correlation(β = 
0.374), and (γ = 0.401; p<0.001).  Employee retention 
and organizational non-financial performance 
positive correlation (β = 0. 307) and has no effect to 
the non-financial performance (γ = 0.304; p<0.19).  

 
Figure 2. Path Model and PLS-SEM Estimate 

Mediating variable effects all showed positive (Beta 
coefficient) and statistically reliable results supported 
H1, H2, H3, H4, H6, however H5 was not statistically 
reliable (p <0.19) and does not support the 
hypothesis. 
 
CONCLUSION AND DISCUSSION 
 
Currently, one of the challenging issues for the 
organization is retention of loyal employees. Best 
management practices, smart human resource policy, 
significant financial resources and sufficient time is 
needed to overcome the challenges. Employee 
retention enables the organization not only keep 
valuable employees but also upgrades  organizational 
performance and significantly contributes to maintain 
its’ competitive advantage as well as the market 
position. The study attempted to find out an increase 
of employee satisfaction, retention, loyalty that may 
have an impact on organizational financial and non-
financial performances, using the methods used 
previously applied by different researchers 
conducting similar studies. Employee satisfaction is 
taken as independent variable, employee loyalty, 
retention considered as a mediating factor and 
organizational financial and non-financial 
performances are considered as dependent variables 
for the study. Reliability test, correlation and 
regression analysis conducted to test the hypothesis 
elaborated in the survey. From the studies it is 
observed that retention of loyal employees enables 
improving organizational financial and non-financial 
performances and job satisfaction had an influential 
impacts.  
Based on the results of the survey, we come to the 
following conclusions:  

1. The more employees enjoy job satisfaction 
they are loyal to the organization and the 
loyalty enables the organization improving its’ 
financial and non-financial performances. An 
increase of employee loyalty resulted in more 
job satisfaction which contributes to the 
growth of the sales income. Thus, it can be 
concluded that not only benefits the 
organization increasing income but also 
positively affects the organizational 
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competitiveness. Moreover, high commitment 
and full utilization of their skills and expertise 
in their work enable to excel the 
organizational performances. In other words, 
an increase of employee loyalty, trust among 
work community, high employee commitment 
to the organization contributes significantly 
shaping the image of the organization.  

2. With the increase of job satisfaction their 
intention continuing their work life with the 
same organization increases and when the 
organization retain such employees the non-
financial performance of the organization 
improves as the human resources return on 
investment yield the investor. Moreover, 
organizational ability to maintain and transfer 
employees knowledge and skills contributes 
notably within the non-financial performance. 
However, no evidence of the retention impact 
on financial performance of the organization.   

Referring above, it can be concluded that discovering 
and addressing factors influencing in employee 
satisfaction are essential for the employee retention. 
In this regard the organizations should formulate and 
implement sound human resource strategy and 
policies that enable the organization strengthening 
employee retention.  
 
REFERENCES 
 
[1] Armstrong, M. (2007), A Handbook of Human Resource 

Management Practice. (10th ed.). London. 
[2] Bratton, J., & Gold, J. (2003), Human Resource 

Management, Theory and Practice, New York: Palgrave 
Macmillan 

[3] Chan, K. C., Gee, M. V., & Steiner, T. L. (2000). Employee 
happiness and corporate financial performance. Financial 
Practice and Education, 10, 47–52. 

[4] Chi, C.,& Gursoy, D. (2009). Employee satisfaction, 
customer satisfaction, and financial performance: An 
empirical examination. International Journal of Hospitality 
Management, 28, 245–253 

[5] Daily, C. M., & Near, J. P. (2000). CEO satisfaction and firm 
performance in family firms: Divergence between theory and 
practice. Social Indicators Research, 51, 125–170. 

[6] Denton, J. (2000), "Using Web-based projects in a systems 
design and development course". Journal of Computer 
Information Systems, Vol. 40 No.3, 85-7 

[7] Guthrie, E. Kapur, N. Mackway-Jones, K. Chew-Graham, C. 
Moorey, J. Mendel, E. (2001). Randomised Controlled Trial 
of Brief Psychological Intervention after Deliberate Self-
poisoning. British Medical Journal, 323, 135–138. 

[8] Gross, E., & Etzioni, A. (1985). Organizations in society. 
Englewood Cliffs, NJ: Prentice-Hall. 

[9] Jun, M., Cai, S. and Shin, H. (2006), “TQM practice in 
maquiladora: antecedents of employee satisfaction and 
loyalty”, Journal of Operations Management, Vol. 24, 791-
812. 

[10] Hackman, J. R., and Oldham, G. R. (1980) Work redesign. 
Mass: Addison-Wesley, 114-217 

[11] Harter, J.K., Schmidt, F.L., & Hayes, T.L. (2002). Business-
unit level relationship between employee satisfaction, 
employee engagement, and business outcomes: A meta-
analysis. Journal of Applied Psychology, 87, 268–279. 

[12] Hoppock, R. (1935). Job Satisfaction, Harper and Brothers, 
New York, 47. 

[13] Huselid, M. A. (1995). The impact of human resource 
management practices on turnover, productivity, and 
corporate financial performance. Academy of Management 
Journal, 38, 635–672. 

[14] Kaplan, R.S and D.P. Norton (1996) The Balanced 
Scorecard:  Measures that Drive Performance, Harvard 
Business Review, (January-Februray):75-85 

[15] Kreifer.R & Kinicki.A., (2001) Organizational Behavoir, 
New York, NY, McGraw-Hill/Irwin  

[16] Koys, D. J. (2001) The effects of employee satisfaction, 
organizational citizenship behavior, and turnover on 
organizational effectiveness: a unit-level, longitudinal study,  
Personnel Psychology, 54, 101–114. 

[17] Kyle LaMalfa (2007), The Top 11Ways to Increase  Your 
Employee Loyalty, Business Week Technology Research, 
White Paper 

[18] Locke, E.E. (1976), “The nature and causes of job 
satisfaction”, in Dunnette, M.D. (Ed.), Handbook of 
Industrial and Organizational Psychology, Rand McNally, 
Chicago, IL, 1297-349. 

[19] Mafini, C., & Pooe, D. R. I. (2013). The relationship between 
employee satisfaction and organisational performance: 
Evidence from a South African government department. The 
SA Journal of Industrial Psychology, 39(1). 

[20] Mai Ngoc Khuong., Bui Diem Tien (2013). Factors 
influencing employee loyalty directly and indirectly through 
job satisfaction - A study of banking sector in Ho Chi Minh 
City, International Journal of Current research and Academic 
Review, 2013,1(4), 81-95 

[21] Mccrensky, E. (1964). Improving Recruitment and Retention 
of Public Health Personnel. American Journal of Public 
Health and the Nations Health, 54(4), 624-626. 

[22] McGuire, M., Houser, J., Jarrar, T., Moy, W., & Wall, M. 
(2003). Retention: It's All About Respect. The Health Care 
Manager, 22(1), 38-44. 

[23] Mohamad, A., Lo, M., & La, M. (2009). Human resources 
Practices and Organizational Performance Incentives as 
mediator. Journal of Academic Research in Economics, 1(2), 
229–244. 

[24] Mohr, A. T., & Puck, J. F. (2007). Role conflict, general 
manager job satisfaction and stress and the performance of 
international joint ventures. European Management Journal, 
25, 25–35. 

[25] Murray R A (1999). Job Satisfaction of Professional and 
Paraprofessional Library Staff at Chapel Hill, North Carolina. 
University of North Carolina at Chapel Hill. 

[26] Osteraker, M.C. (1999). Measuring motivation in a learning 
organization. Journal of Work Place Learning. 

[27] Ryan, A. M., Schmitt, M. J., & Johnson, R. (1996). Attitudes 
and effectiveness: examining relations at an organizational 
level. Personnel Psychology, 49, 853–882. 

[28] Reichheld, F. and Cook, Scott D. (1996), The Quest For 
Loyalty: Creating Value Through Partnerships. Harvard 
Business Review Book Series. 

[29] Smith, P.C., Kendall, L.M. and Hulin, C.L. (Eds) (1969), The 
Measurement of Satisfaction in Work and Retirement, Rand 
McNally, Chicago, IL. 

[30] Schneider, B., Hanges, P.J., Smith, D.B., & Salvaggio, A.N. 
(2003). Which comes first: Employee attitudes or 
organizational financial and market performance? Journal of 
Applied Psychology, 88, 836–851.  

[31] Ssegawa, G. (2014). Factors Influencing Employee Job 
Satisfaction and Its Impact On Employee Performance: A 
Case of Unilever Kenya (Doctoral dissertation, United States 
International University Africa). 

[32] Szilargyi.A.D and  Wallance.M.J (1983), Organizational 
Behavior and Performance.Scott Quarterly Co. 

[33] Vaivio.J. (1999)Exploring a non-financial management 
accounting change, Management Accounting Research 10(4), 
409-437 

[34] Zohir, S.C. (2007). Role of Dhaka export processing zone: 
Employment and empowerment. Research Report, 
Bangladesh Institute of Development Studies, Dhaka, 
People’s Republic of Bangladesh     

 


