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Foreword

“Advancing knowledge, connecting the world” is the right theme to illustrate the
importance of knowledge advancement in improving our life. Our today’s civi-
lization cannot be achieved without the advancement of knowledge. Another aspect
highlighted in the theme is pertaining to connecting the world. It means that
knowledge advancement is facilitated when people across the globe are collabo-
rating with each other to create new knowledge. Everyone knows that working in
isolation brings little benefit to the people as compared to working in teams where
the team can experience outstanding outcome through synergistic effect. Sometimes
the desired outcome is difficult to be achieved because of the assimilation process,
as one of the reasons. This book is a novel effort to compile the works that were
presented in the 2nd Advances in Business Research International Conference,
which was successfully held in Langkawi Island, Malaysia, on 16 and 17 November
2016.

The book contains articles written by prolific researchers and authors from
various parts of the world, which were organized into four different themes:
Economics and Finance, Marketing and Communication, Management and
Information Technology in Business. Each theme highlights the latest development
in terms of theories, models and practices relevant to specific fields. Each article
was well-written, making it easy for the readers to understand the whole write-up,
without compromising the quality of a good research article. Readers might ask this
question: Why does the book contain different fields of studies together? The
answer is simple. Having different fields of studies in one book facilitates the
advancement of knowledge to a greater height. Connecting these different fields of
studies is expected to generate greater ideas that can be manipulated for the bet-
terment of the human civilization.

This book reflects the great effort put forward by various parties, including
authors from various fields of studies, the event organizers, the paper committee
and not forgetting the publisher in making sure that the book is timely. The book is
considered as a must have reference for the academics, research students and
industry players or managers, which serves as a guideline in their effort to make
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significant contribution in their respective fields. Since new knowledge must be
founded on the existing knowledge, this book serves this perspective very well as it
provides the basis for other researchers, academics and managers to continue their
quest for excellence.

Dr. Abdul Kadir Bin Othman
Universiti Teknologi MARA, Shah Alam, Malaysia
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Preface

With the intention to create the network of academics and practitioners (industry
players or the managers) for the purpose of sharing knowledge, ideas and best
practices, this book has become the main agenda of the conference. From the 2nd
Advances in Business Research International Conference that was organized on 16
and 17 November 2016, several articles were chosen to be included in this book
based on the quality and the novel contribution in their respective fields of studies.
Since conference proceedings are limited in their circulation, having this book
published is expected to increase the readership so that the sharing of knowledge
can be optimized.

Since the articles in this book address the contemporary issues, theories and
models in business and other related fields, disseminating this knowledge to the
interested parties is a must. Some people including the academics, students and
practitioners are in doubts in identifying the right theories, models and practices to
be applied in their work because they cannot find the resources required to assist
them. By having this book, academics, research students and practitioners are able
to get the latest knowledge so that they can use it to obtain the optimum benefits in
their effort to contribute to the betterment of life in their respective fields.

Shah Alam, Malaysia Fauziah Noordin
Abdul Kadir Othman
Erne Suzila Kassim
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Chapter 22
Factors Influencing the Loyalty
of Employee in Relation to Organizational
Climate from an Islamic Perspective

Zurina Abd Ghani, Junaidah Hashim and Rozailin Abdul Rahman

Abstract The main purpose of this paper is to understand the determinants of
loyalty in relation to organizational climate from an Islamic perspective. The data
were collected among the 172 Muslim managers and 509 Muslim employees in
various industries, public and private sectors. The respondents of 172 Muslim
managers are HR managers in particular. The study used measurement adopted
from previous study. The implications of the study are discussed. Findings of this
study could be used by HR practitioners and scholars in building management
concerns and strategic plan for a better HRD systems and practices from the Islamic
point of views.

Keywords Human resource development � Organizational climate � Loyalty
Islamic perspective

22.1 Introduction

You have to be loved by your employee, to become the best employer or the
employer of choice. The late Steve Jobs said “The only way to do great work is to
love what you do”. Question is how you want to achieve that kind of self-fulfilling
motivational factor in your employee in a holistic environment and/or organization,
which eventually lead to their loyalty. Their loyalty which translated in their length
of service or their hard work to ensure assignments was accomplished successfully
and loyalty that reflects in the way their face lightened up to the mentioned of their
organization’s name. HR development commitment is one of the most important
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elements to ensure employees’ satisfaction. Most, if not all, organizations strive
hard and invested huge amount of capital to ensure its long-term sustainability.
People from all levels are the most important asset in any organization. The term
“human resource development” was first used by Harbison and Myers (1964) in the
context of human capital theory. Both were economists and believed that HRD was
important for national development. Schultz’s (1961) human capital theory sug-
gested that organizations receive economic value from their employees’ knowledge,
skills, competencies and experience and that human capital can be increased by
training and education (Carbery and Cross 2015). Hashim (2010) believed that
since Islam considers work as an essential element of man’s success in his life; thus,
Islam does not only encourage individuals to work, but also motivate them to seek
perfection and excellence in all that they do. In this regard, workers should work
with full capacity and commitment to achieve excellence and success for them-
selves as well as for the society, and more importantly for the life in the Hereafter
(Yousef et al. 2001).

It is undeniable that the importance of investing for a proper human resource
(HR) department and managers has yet to become one of the major priorities of
many organizations. This is supported by Sikula (2001), which emphasized that
unfortunately, large majority of organizations have yet to recognize the strategic
importance of HR and HR people have yet to be recognized as partners in the
strategic planning process. While in the new economy, human capital is the
foundation of values creation, this most important asset is poorly understood and
poorly managed (Norton 2001). Hence, this paper attempts to provide more
information and adding to the inventory of studies conducted on issues regarding
HR and particularly HRD and how it is related to organizational climate and its
effects on Muslim employees’ loyalty. In addition to that, this study included the
Islamic perspectives on how HRD factors, for example, trainings, employers’
Ehsan, can improve individual not only for the betterment of the organizations but
the most vital part was for the employee themselves in the long run.

22.2 HRD and Organizational Climate

HRD practices from multiples researches conducted previously showed a positive
relation with organizational climate and work environment. Central to most, if not
all, models of organizational behavior are perceptions of the work environment,
referred to generally as “organizational climate” (Rousseau 1988). Primarily
understood as an intervening variable between the context of an organization and
the behavior of its members, and attempting to understand how employees expe-
rience their organizations, the concept has inspired many descriptions and opera-
tionalization (Patterson et al. 2005). The dominant approach conceptualizes
organizational climate as employees’ shared perceptions of organizational events,
practices, and procedures. These perceptions are assumed to be primarily descrip-
tive rather than affective or evaluative (Schneider and Reichers 1983).
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However, more recent work contradicts this view, suggesting strong evaluative
or affective components (Patterson et al. 2004). At the individual level of analysis,
referred to as “psychological climate,” these perceptions represent how work
environments are cognitively appraised and represented in terms of their meaning
and significance for individual employees in organizations (James and Jones 1974).
Organizational climate has been linked to various outcomes affecting both the
employees and management in an organization which includes employees’ job
satisfaction, especially in terms of loyalty toward the organization which is the main
focus of the current research. Research has suggested that climate perceptions are
associated with a variety of outcomes at the individual, group, and organizational
levels. These include leader behavior, turnover intentions (Rosseau 1988; Rentsch
1990), job satisfaction (Mathieu et al. 1993), individual job performance (Brown
and Leigh 1996), and organizational performance (Patterson et al. 2004).

A study by Hassan et al. (2006) examined the contribution of HRD systems and
practices on HRD climate, and quality orientation. The results indicated that
employees’ satisfaction with human resource development climate was predicted by
learning and training system, employee development system (such as mentoring
and coaching), action research, reward and recognition system, and information
system (related to internal changes within the organization, technology, company
policy, etc.). Therefore, it is obvious that the climate of an organization to some
extent is dependent on the type HRD practices applied in order to determine the
organizational values, norms and overall climate. The significance between the
relation of HRD practices and organizational climate is explained after further
examination in which HRD climate involving work values such as openness, trust,
delegation and decentralization, quality orientation, etc., system of reward and
recognition, quality of organizational communication, and empowerment of
employees amply demonstrate that successful organizations have gone a long way
to bring revolutionary changes in their HR systems and practices (Zairi 1998).
Thus, it can be seen that a successful and productive organizational climate could
be ensured through a proper HRD planning with a strong commitment from the top
management.

22.3 Employees’ Loyalty

Employees’ loyalty or organizational commitment in particular as discussed by
Salem and Syed Agil (2012), refers organizational commitment as the relative
strength of an employee’s attachment or involvement with the organization where
he or she is employed, and also organizational commitment is important because
committed employees are less likely to leave for another job and are more likely to
perform at higher levels. In short, the incorporation of HRD from the Islamic
practices into organizational climate and its effect and influence on loyalty is the
main focus of this particular study. The outcomes would provide explanation on the
relationship and connection of how organizational climates with Islamic influence
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affecting commitment and loyalty among employees and retention of staff for
organizations in general.

This study is significant in order to provide new perspectives and additional
knowledge on HR and Islamic practices impact on organizational climate which
contribute to loyalty and organizational commitment among employees. This will
benefit the organization financially in the long run by reducing cost from investing
on new recruitment and basic trainings. Instead, organization could invest more on
other important organizational functions such as employees benefits and welfare,
research and development, advance training modules based on relevant compe-
tencies needed, employees’ development system to enhance and boost current
employees’ skills of whom from intermediate and advance level, and hence
increased productivity as the ultimate goal.

Theoretical Framework
See (Fig. 22.1).

22.4 Methodology

22.4.1 Sample and Data Collection

The population of this study constitutes the different industries in Malaysia where
Muslim managers and employees were attached. These industries include
Advertising, Biotechnology/Biomedical, Contractors/Construction, Consumer,
products/retail/wholesale, Consulting, Education, Engineering/Architecture,
Entertainment, Finance/Banking/Accounting, Food and Beverages, Government,
Insurance, Industrial Technology, Manufacturing Medical/Health Services,
Military, Real Estate, Information and Communication Technology (ICT),
Training, Transportation, Travel/Hotel/Hospitality, Utilities/Oil and
Gas/Electricity/Water and others which we might have not indicated earlier in the
survey form. These different industries were chosen to measure different practices
and conduct of HRD and by the population and different stages of organizational
climate. Furthermore, they have their own vision, mission, and objectives in run-
ning their organizations, especially for the betterment of Muslim people in
Malaysia. In addition to that, they can be categorized further into the public and
private sectors and nonprofit or non-government organizations (NGOs).

Independent Variable       Dependent Variable 

Organizational

Climate

Loyalty

Fig. 22.1 Research framework
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The total respondents were 172 Muslim managers and 509 Muslim employees in
various industries who vary in positions and were purposely selected to represent
each of the industries. To ensure the managers to be respondents, they must
understand and are familiar with their organizations’ HR practices. The respondents
selected were those in charge of HR and performing in any of the HR functions and
they carry the duties as supervisors. The enumerators were requested to approach
the human resource manager of the organizations and acquire permission to collect
the data. The questionnaires were left with the respondents to enable them to read
and understand the items. Subsequently, questionnaires were collected by the
enumerators within three to five days. In each industry, 10 organizations were
selected based on the number of potential respondents, and about 40 questionnaires
were distributed for each industry, 10 for the Muslim managers and 30 for the
employees. However, some companies failed to return all of them.

22.4.2 Instrumentation and Data Analysis

Descriptive statistics and factor analysis were used to analyze the information
gathered from the questionnaires. The respondents’ profiles were also collected
(Table 22.1). Based on the survey, 341 respondents are male, while 340 are female.
About 43% of the respondents are up to 30 years of age. Majority of them are
bachelor degree holders which in total of 285 persons.

Table 22.1 Respondent
demographic

Characteristics Total number

Position 172

Managers 509

Employees

Gender

Male 341

Female 340

Age

Up to 30 293

31–40 261

41–50 110

51–60 16

60 and above 1

Education level

Secondary (high) school 152

Diploma 216

Bachelor’s degree 285

Master’s degree 28
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Table 22.2 Summary of factor analysis results on the loyalty of employee in relation to the
organizational climate from an Islamic perspective

Items Factor loading

F1 F2 F3 F4

Innovation and flexibility

This company is quick to respond when changes need
to be made

0.716

New ideas are readily accepted here 0.716

Management here is quick to spot the need to do
things differently

0.706

Assistance in developing new ideas is readily
available

0.705

This organization is very flexible it can quickly change
procedures to meet new conditions and solve problems
as they arise

0.701

People in this organization are always searching for
new ways of looking at problems

0.691

Welfare of employees

This company tries to be fair in its actions toward
employees

0.726

This company cares about its employees 0.722

This company tries to look after its employees 0.720

This company pays attention to the interests of
employees

0.678

Employees are strongly encouraged to develop their
skills

0.677

Supervisors’ support

Supervisors here are really good at understanding
peoples’ problems

0.809

Supervisors show that they have confidence in those
they manage

0.751

Supervisors can be relied upon to give good guidance
to people

0.639

Supervisors here are friendly and easy to approach 0.608

Supervisors show an understanding of the people who
work for them

0.607

Employees training

People are properly trained when there is a new
machine or bit of equipment

0.850

People receive enough training when it comes to using
new equipment

0.829

The company gives people the minimum amount of
training they need to do their job

0.542

Total % of variance 61.412
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A Likert scale of 1–5 (1 representing strongly disagree and 5 representing
strongly agree) was used to measure the loyalty of employee in relation to orga-
nizational climate from an Islamic perspective. Eighty-two statements were con-
structed to the loyalty of employee in relation to organizational climate from an
Islamic perspective. For the explanatory factor analysis, the reliability of each factor
was tested using Cronbach’s alpha to measure the internal reliability consistency.
The principal component method was used to extract the latent factors influencing
the loyalty of employee in relation to organizational climate from an Islamic per-
spective. The factor loading from the principal component factor analysis was
obtained after the varimax rotation was performed on the responses of the em-
ployees to the 61 statements related to their loyalty of their organization. From the
results of the rotated factor matrix, only items with a factor loading of at least 0.50
and above are considered significance items. The factors are then named based on
the sub-variables that fall within each factor. Table 22.2 shows factors that influ-
ence the loyalty of employee in relation to organizational climate from an Islamic
perspective.

22.5 Discussion and Conclusion

This study examines mainly the determinants that influence the loyalty of employee
in relation to organizational climate from an Islamic perspective in Malaysia.
A factor analysis of the data generated four factors as the determinants. From the
analysis, the study found determinants like innovation and flexibility, welfare of
employees, supervisors’ support, training and development are positively and sig-
nificantly influencing the employees’ loyalty. Hence, organizations should
emphasize these four factors in order to obtain high commitment from Muslim
employees to enhance loyalty and boost organizational performance. Higher
organizational performance is vital in order to sustain their competitive advantage
in the long run. Innovation and flexibility is related to the adoption of new ideas
such as flexi working hours in the office, readiness to accept changes, and adopt
new policy to meet the needs of employees or solving problems. In addition to that,
innovation and flexibility presently is very much relevant due to the high tech-
nology availability, the lifestyle, and different new generations in the workforce.

Another factor is the welfare of employees such as their remuneration and
benefits. It is undeniable that Islam promotes brotherhood, good tidings and love
between mankind for the sake of Allah. Thus, policies and guidelines for
employees’ welfare should address the most that the organization can offer. It also
includes how serious is the organization in providing opportunities to their Muslim
employees to develop themselves. In order to materialize this, supervisors’ supports
are needed to coach those they manage as on-job training. Supervisors should
understand the different background and functions of employees. They have to
know how to think out of the box, to be creative to assist the employees in time they
are in need without breaking any procedures of the organization. They should not
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be too rigid in executing their job. Last factor that was generated from the finding is
training. Training and development are one of the HR development items that
contributed to employees’ loyalty. This finding is in line with the study conducted
by Hassan et al. (2006) mentioned earlier, which indicated that employees’ satis-
faction with human resource development climate was predicted by learning and
training system, employee development system (such as mentoring and coaching).
Muslim employees perceived learning and developing themselves are extremely
important as propagated by the Prophet Muhammad SAW. It is regard as vital for
their benefit in this world and hereafter. Excellence in the Hereafter is the most
blessed as it is indefinite, since you are attempting to seek Allah’s pleasure, i.e., al-
falah. Please note that this finding could only be generalized to the Muslim
employees in this context.

Future research should be conducted in Muslim organizations in Malaysia. It is
proposed to use other types of sampling techniques in order to gain in-depth
findings in relation to this study. The findings of the study reinforce the assumption
that investment in human capital brings competitive advantage to the company
(Prahald and Hamel 1990; Winterton and Winterton 1996) resulted from employ-
ees’ loyalty. Results as highlighted above reflect the importance of adequate HR
practices, to promote employees’ trust and satisfaction which eventually lead to
loyalty. It is also in line with the findings of previous studies showing the contri-
bution of HRD on employees’ performance (Sandberg 2000), organizational
commitment (Iles et al. 1990), and organizational retention (Robertson et al. 1991).
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