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Abstract 

This study examines pathways to employee retention by analyzing the indirect effects of 

organizational support, work-life balance, and employee empowerment on job satisfaction. 

Through path analysis and structural equation modeling, the research investigates factors 

including compensation, diversity and inclusion, flexible work arrangements, job stress, and 

career opportunities, assessing their impact on job satisfaction and, ultimately, retention. 

Findings reveal both positive and negative influences on satisfaction, with organizational culture, 

diversity, and work-life balance strongly enhancing satisfaction, while job stress and misaligned 

empowerment efforts sometimes detract. The study underscores the importance of supportive 

and inclusive practices to foster employee satisfaction and suggests balanced empowerment 

initiatives to avoid unintended stress. These insights provide practical recommendations for 

human resources and organizational leaders to develop retention strategies tailored to employee 

satisfaction. 
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Introduction 

 Employee retention remains a critical challenge across industries, with high turnover 

rates negatively impacting organizational performance, morale, and financial health. Numerous 

studies have highlighted the significant role of job satisfaction as a key determinant of 

retention, suggesting that employees who feel fulfilled and valued are more likely to remain 

with an organization (Naz, 2020). This study explores how indirect factors, including 

organizational support, work-life balance, and employee empowerment, influence job 

satisfaction and, subsequently, employee retention. By examining specific organizational 

practices, this research aims to uncover actionable insights for businesses seeking to create a 

work environment that fosters high satisfaction and long-term employee commitment. 
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 High levels of job satisfaction are often associated with supportive workplace cultures, 

flexible working arrangements, and inclusion efforts that allow employees to feel a sense of 

belonging and purpose (Sánchez-Hernández, 2019). Furthermore, organizations that offer 

flexible working hours and prioritize work-life balance report greater retention rates, as 

employees are better able to manage their personal and professional lives harmoniously 

(Bahar, 2022). Despite the intuitive appeal of these findings, several factors may have complex 

or even contradictory effects on job satisfaction. For instance, while empowerment and 

engagement are generally linked to positive outcomes, they may also increase stress levels, 

which can diminish satisfaction if not managed properly “(Cyriac & Baskaran, 2020). 

 The purpose of this study is to identify and measure the impact of various factors on 

job satisfaction and to determine how these, in turn, affect employee retention. Using 

quantitative analysis, including path analysis and structural equation modeling, we examine ten 

factors hypothesized to influence job satisfaction, including compensation, diversity and 

inclusion, job stress, organizational culture, and person-organization fit (P-O Fit). Additionally, 

this research investigates the extent to which job satisfaction mediates the relationship 

between these factors and retention. The study contributes to the broader conversation on 

employee retention by offering a nuanced understanding of the indirect and direct influences 

on job satisfaction, with practical implications for human resources management and 

organizational leadership. 

Literature Review 

 The literature on employee retention suggests that job satisfaction acts as a central 

mediator through which various organizational factors influence employees' decisions to stay 

or leave. Herzberg’s Two-Factor Theory, which divides job satisfaction determinants into 

'motivators' and 'hygiene factors,' provides a foundational understanding of how certain 

workplace elements drive employee satisfaction (Frye et al., 2020).” While motivators, such as 

personal growth and achievement, directly boost satisfaction, hygiene factors like 

compensation and job security, though necessary, may not increase satisfaction beyond a 

certain threshold. Studies focusing on millennials and Generation Z employees underscore the 

growing importance of factors like work-life balance and meaningful engagement in ensuring 

high satisfaction and retention (Islam et al., 2024). 

 Organizational support has been frequently highlighted as a key driver of employee 

satisfaction and retention. According to Ruiz (2017), a supportive work environment fosters 

loyalty and reduces turnover, especially when employees perceive that their organization 

values their well-being. Similar findings are reported in studies on work-life balance, where 

flexible work arrangements have been shown to significantly enhance job satisfaction 

(Sánchez-Hernández, 2019). On the other hand, high levels of job stress can erode 

satisfaction, making it imperative for organizations to implement stress management and 

wellness programs (Fei et al., 2024). 

 Empowerment and engagement initiatives are generally viewed positively, as they 

allow employees to exercise autonomy and participate in decision-making processes. 

However, some studies reveal that empowerment can have a double-edged effect: while it can 

enhance job satisfaction by promoting autonomy, it may also create added responsibilities and 

pressures, potentially reducing satisfaction if not managed carefully (Cyriac & Baskaran, 
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2020). Similarly, person-organization fit (P-O Fit) is recognized as a vital aspect of satisfaction, 

with studies suggesting that alignment between an employee’s values and the organization’s 

culture can significantly boost morale and engagement (Hassan et al., 2021). 

 The literature underscores a multifaceted approach to employee retention, suggesting 

that organizations must carefully balance supportive practices, flexibility, and manageable 

expectations to optimize job satisfaction and reduce turnover. 

Research Questions 

• How do organizational support, work-life balance, and employee empowerment impact 

job satisfaction? 

• What factors significantly influence employee retention through job satisfaction? 

Research Objectives 

• To assess the effects of various organizational factors on job satisfaction. 

• To explore the relationship between job satisfaction and employee retention. 

Research Methodology 

 This study adopts a quantitative research design, employing Structural Equation 

Modeling (SEM) and path analysis to examine the relationships between various 

organizational factors and their effects on job satisfaction and employee retention. SEM was 

chosen for its ability to handle complex variable relationships, allowing us to understand both 

direct and indirect effects among the identified factors. 

Hypotheses 

 The study is based on a set of null hypotheses, each proposing that an individual 

factor has no significant effect on job satisfaction. These factors include compensation, 

diversity and inclusion, employee engagement and empowerment, flexible working hours, job 

stress and well-being, learning and career opportunities, organizational culture, person-

organization fit (P-O Fit), performance appraisal, and skill mapping. The main hypothesis, by 

contrast, posits that job satisfaction significantly and positively influences employee retention. 

Testing these hypotheses provides insight into which factors meaningfully impact satisfaction 

and how job satisfaction, in turn, affects retention. 

Data Collection 

Data were gathered through a structured survey administered to a sample of 

employees from various industries to ensure generalizability. The survey gathered 

demographic information, such as age, gender, employment level, years of experience, and 

industry, allowing us to capture a diverse range of perspectives on job satisfaction and 

retention. The sample size was sufficient to provide statistically significant results and ensure 

the robustness of the SEM analysis. Participants responded to survey questions measuring 

perceptions of factors like compensation, work-life balance, empowerment, organizational 

culture, and stress management initiatives within their workplace. 

 

 

Measurement and Analysis 
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 The analysis utilized several statistical tools to test the strength and significance of 

relationships between variables. Path coefficients measured the direction and strength of each 

factor’s effect on job satisfaction. T statistics were used to determine statistical significance, 

while P values helped confirm or reject the null hypotheses for each factor. 

 To operationalize each factor, specific survey items were used to quantify abstract 

concepts. For example, compensation was measured through responses on salary, perks, and 

leave policies; diversity and inclusion were assessed through questions about workplace 

inclusivity; and flexible working hours were measured through items addressing schedule 

flexibility and work-life balance. Factors like job stress and employee well-being, learning and 

career opportunities, organizational culture, P-O Fit, performance appraisal, and skill mapping 

were similarly operationalized to ensure consistent measurement. 

 This methodology enables a detailed examination of the factors that influence job 

satisfaction and provides a robust framework for understanding how satisfaction impacts 

employee retention. 

Data Analysis  

 

Fig. 1: Employee Retention Structural Model with Performance-Driven Job Satisfaction 

Focus 

Hypothesis  
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Null Hypotheses (Each factor's individual influence): 

H0:  Compensation, Perks, and Leaves has no effect on Job Satisfaction. 

H0:  Diversity and Inclusion has no effect on Job Satisfaction. 

H0:  Employee Engagement and Empowerment has no effect on Job Satisfaction. 

H0:  Flexi Working Hours and Work-Life Balance has no effect on Job Satisfaction. 

H0:  Job Stress and Employee Well-Being has no effect on Job Satisfaction. 

H0::  Learning and Career Opportunities has no effect on Job Satisfaction. 

H0:  Organization Culture and Climate has no effect on Job Satisfaction. 

H0:  Person-Organization Fit (P-O Fit) has no effect on Job Satisfaction. 

H0:  Performance Appraisal has no effect on Job Satisfaction. 

H0:  Skill (Competency) Mapping has no effect on Job Satisfaction. 

Table 1: Path Coefficients of Direct Effects (Final Results) 

  Original 
sample 

(O) 

Sample 
mean 
(M) 

Standard 
deviation 
(STDEV) 

T statistics 
(|O/STDEV|) 

P 
values 

Hypothesis 
Decision 

Compensation_
Perks and 
Leaves -> 
Job_Satisfaction 

0.004 0.007 0.056 0.07 0.944 Rejected/ 

Not 
Rejected 

Diversity and 
_Inclusion -> 
Job_Satisfaction 

0.501 0.498 0.123 4.062 0   

Employee 
_Engagement 
and 
_Empowerment 
-> 
Job_Satisfaction 

-0.338 -0.335 0.111 3.047 0.002   

Flexi Working 
_Hours and 
Work _Life 
Balance -> 
Job_Satisfaction 

0.463 0.451 0.122 3.789 0   

Job Stress _and 
Employee_Well 
Being -> 
Job_Satisfaction 

0.892 0.882 0.201 4.431 0   

Job_Satisfaction 
-> 
EMPLOYEE_RE
TENTION 

0.48 0.485 0.039 12.464 0   

Learning 
and_Career 
Opportunities -> 
Job_Satisfaction 

-0.181 -0.169 0.093 1.934 0.053   
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Organization_Cu
lture and 
_Climate -> 
Job_Satisfaction 

0.166 0.164 0.058 2.884 0.004   

P-O Fit -> 
Job_Satisfaction 

-0.259 -0.254 0.108 2.408 0.016   

Performance_Ap
praisal -> 
Job_Satisfaction 

-0.137 -0.131 0.051 2.657 0.008   

Skill 
(Competency)_
Mapping -> 
Job_Satisfaction 

-0.299 -0.297 0.116 2.585 0.01”   

 

 The null hypotheses for Hypothesis propose that each factor does not have a 

significant effect on job satisfaction. The results in Table 4.1 detail each factor’s influence, 

using Path Coefficients to indicate the strength and direction of relationships, along with T 

statistics and P values to assess significance. 

Compensation, Perks, and Leaves 

• Path Coefficient: 0.004 

• T Statistic: 0.07 

• P Value: 0.944 

• Hypothesis Decision: Not Rejected 

Explanation: The data suggests that compensation, perks, and leaves have no 

significant effect on job satisfaction, as indicated by the very low path coefficient and a high P 

value (0.944). This finding implies that, in this context, job satisfaction may be driven more by 

factors beyond financial or material compensation, such as work environment or support 

systems. 

Diversity and Inclusion 

• Path Coefficient: 0.501 

• T Statistic: 4.062 

• P Value: 0.000 

• Hypothesis Decision: Rejected 

 Explanation: Diversity and inclusion have a strong positive impact on job satisfaction, 

as evidenced by the high path coefficient (0.501) and highly significant P value (0.000). This 

suggests that employees who feel included and work in diverse environments report higher 

satisfaction. The organization’s commitment to inclusivity likely fosters a sense of belonging, 

enhancing job satisfaction significantly. 

 

Employee Engagement and Empowerment 

• Path Coefficient: -0.338 

• T Statistic: 3.047 
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• P Value: 0.002 

• Hypothesis Decision: Rejected 

Explanation: Interestingly, the negative path coefficient (-0.338) indicates that 

employee engagement and empowerment have an inverse relationship with job satisfaction in 

this context. This unexpected result could suggest that while empowerment is intended to 

boost morale, it may also introduce pressures or expectations that negatively impact 

satisfaction. This finding could point to a need for balanced empowerment initiatives that 

support autonomy without creating additional stress. 

Flexi Working Hours and Work-Life Balance 

• Path Coefficient: 0.463 

• T Statistic: 3.789 

• P Value: 0.000 

• Hypothesis Decision: Rejected 

 Explanation: Flexibility in working hours and a good work-life balance have a 

significant positive effect on job satisfaction, as shown by a high path coefficient (0.463) and a 

P value of 0.000. This suggests that when employees are offered flexible schedules that 

support their personal lives, they are more likely to feel satisfied with their jobs. Work-life 

balance appears essential to creating a fulfilling work environment. 

Job Stress and Employee Well-Being 

• Path Coefficient: 0.892 

• T Statistic: 4.431 

• P Value: 0.000 

• Hypothesis Decision: Rejected 

 Explanation: Job stress and well-being play a substantial role in job satisfaction, as 

shown by the high path coefficient (0.892) and significant P value (0.000). Low stress levels 

and strong well-being measures contribute greatly to employees' satisfaction, suggesting that 

well-being programs or stress reduction initiatives are critical. Organizations focusing on 

reducing job stress are likely to see increased job satisfaction. 

Job Satisfaction and Employee Retention 

• Path Coefficient: 0.48 

• Sample Mean: 0.485 

• Standard Deviation: 0.039 

• T Statistic: 12.464 

• P Value: 0.000 

• “Hypothesis Decision: Rejected (indicating a significant relationship) 

 Explanation: The analysis reveals a strong and statistically significant positive 

relationship between job satisfaction and employee retention. The path coefficient of 0.48 

suggests that job satisfaction is a substantial predictor of an employee's likelihood to stay with 
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an organization. This result is supported by the high T statistic (12.464), indicating a high level 

of confidence in the relationship's validity. Additionally, the very low P value (0.000) confirms 

that this effect is statistically significant. 

Learning and Career Opportunities” 

• Path Coefficient: -0.181 

• T Statistic: 1.934 

• P Value: 0.053 

• Hypothesis Decision: Not Rejected 

 Explanation: Learning and career opportunities show a weak, negative impact on job 

satisfaction, with a path coefficient of -0.181 and a borderline P value (0.053). This result could 

imply that while career growth is important, in this context, it may sometimes lead to stress or 

high expectations that dampen job satisfaction. Alternatively, it could suggest a perception that 

growth opportunities are limited or insufficiently supported. 

Organization Culture and Climate 

• Path Coefficient: 0.166 

• T Statistic: 2.884 

• P Value: 0.004 

• Hypothesis Decision: Rejected 

 Explanation: Organizational culture and climate have a positive impact on job 

satisfaction, with a path coefficient of 0.166 and a significant P value (0.004). This indicates 

that a supportive and cohesive workplace culture contributes to employees feeling more 

satisfied. Positive organizational values and a supportive climate likely make employees feel 

valued, enhancing their overall satisfaction. 

Person-Organization Fit (P-O Fit) 

• Path Coefficient: -0.259 

• T Statistic: 2.408 

• P Value: 0.016 

• Hypothesis Decision: Rejected 

 Explanation: Person-Organization Fit shows a negative impact on job satisfaction, 

with a path coefficient of -0.259 and a significant P value (0.016). This negative relationship 

may suggest that misalignment between employees’ values and the organization’s culture 

reduces job satisfaction. The findings indicate that when employees feel less aligned with the 

organization, they may experience lower satisfaction, pointing to the importance of cultural 

alignment. 

Performance Appraisal 

• Path Coefficient: -0.137 

• T Statistic: 2.657 

• P Value: 0.008 
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• Hypothesis Decision: Rejected 

 Explanation: Performance appraisal has a significant but negative effect on job 

satisfaction, with a path coefficient of -0.137 and P value of 0.008. This result may indicate 

dissatisfaction with appraisal methods or outcomes, possibly due to perceived fairness or 

effectiveness issues. Addressing appraisal transparency and providing constructive feedback 

may help improve its influence on satisfaction. 

Skill (Competency) Mapping 

• Path Coefficient: -0.299 

• T Statistic: 2.585 

• P Value: 0.010 

• Hypothesis Decision: Rejected 

 Explanation: Skill mapping shows a negative influence on job satisfaction (path 

coefficient of -0.299 and P value of 0.010). This might indicate that competency mapping, while 

valuable, may create pressures or concerns around performance expectations, negatively 

impacting satisfaction. Ensuring that competency assessments are supportive and growth-

oriented, rather than stress-inducing, could help improve this relationship. 

 The analysis reveals that Diversity and Inclusion, Flexi Working Hours, Job Stress 

and Well-Being, and Organization Culture positively impact job satisfaction, confirming their 

importance. In contrast, factors like Employee Engagement, Person-Organization Fit, and 

Performance Appraisal show negative relationships, suggesting that these aspects may 

introduce pressures that could reduce satisfaction if not managed carefully. Overall, the 

findings highlight the importance of a supportive work environment, inclusive policies, and 

manageable expectations for fostering high job satisfaction. 

Discussion 

 The findings reveal a complex interplay between various organizational factors and job 

satisfaction. Factors such as diversity and inclusion, flexible work hours, and organizational 

culture have a significant positive impact on satisfaction. For example, diversity and inclusion 

demonstrated a strong positive effect (path coefficient = 0.501, P = 0.000), indicating that 

inclusive practices significantly enhance employees' sense of belonging, leading to higher 

satisfaction levels. Flexibility in working hours and a strong work-life balance also positively 

influenced satisfaction, aligning with studies that highlight the importance of accommodating 

employees' personal needs (Basha et al., 2022).Interestingly, the study found negative path 

coefficients for factors like employee engagement and empowerment, person-organization fit, 

and performance appraisal. For instance, the negative coefficient for empowerment (-0.338) 

suggests that while empowering employees may improve performance, it might also add to job 

stress, leading to decreased satisfaction (Cyriac & Baskaran, 2020). Performance appraisal’s 

negative effect (-0.137) “may stem from dissatisfaction with perceived fairness or outcomes, 

pointing to the need for transparent and constructive feedback processes.The analysis also 

confirmed that job satisfaction is a significant predictor of employee retention, with a path 

coefficient of 0.48, indicating a strong positive relationship. This reinforces the notion that 
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satisfied employees are more likely to stay with an organization, validating job satisfaction as a 

critical component of retention strategies.” 

Conclusion 

 The study concludes that job satisfaction is influenced by a combination of supportive 

workplace practices, inclusive policies, and balanced empowerment initiatives. While factors 

like diversity and work-life balance contribute positively to satisfaction, issues such as job 

stress and mismatches in organizational fit can detract from it. These findings suggest that 

organizations seeking to improve retention should prioritize inclusivity, work-life balance, and 

stress management while carefully implementing empowerment initiatives to avoid unintended 

pressures. Future research could extend this study by exploring industry-specific variations 

and examining the effects of these factors across different employee demographics. By 

addressing these areas, organizations can create a more supportive work environment that 

promotes satisfaction, ultimately leading to higher retention rates. 
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