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Abstract. Procedural justice fosters the perceptions of fairness and support within the
organization ensuring that all employees are treated equitably and transparently. It supports
employees to stay a long term by creating a sense of fairness and trust in organizational processes,
leading to higher job satisfaction and emotional commitment. This study examines the influence
of procedural justice on intention to stay of employees within the Nepalese insurance companies,
emphasizing the mediating role of affective commitment. To achieve the stated objective, data
were collected from the primary source using a structured questionnaire administered through
random sampling technigue. The respondents comprised 298 employees of insurance companies
working in different positions. The Smart PLS 4.0 was used to analyze the structural relationships
within the proposed theoretical model. The findings of this study validated the set hypotheses
that procedural justice has positive and significant effect on the intention to stay of the employees
in Nepalese insurance sectors. The findings indicate that fair and transparent organizational
procedures significantly enhance employees' emotional attachment to their companies, thereby
increasing their intention to remain. By fostering perceptions of fairness, insurance companies
can strengthen affective commitment, ultimately reducing turnover intentions and promoting
long-term organizational stability. This research highlights the importance of procedural justice
in retaining a committed and loyal workforce within the Nepalese insurance sector.

Keywords. procedural justice, affective commitment, intention to stay, insurance companies,
employee retention

1. Introduction

Employee retention has emerged as one of the most critical challenges faced by
organizations today. This is due to various factors, including changing employee expectations,
increased mobility, and the growing complexity and dynamism of work (Cotton & Tuttle,
1986). Turnover intention stands out as the most influential precursor to employee turnover
within an organization (Correia & Almeida, 2020; Gupta & Shaheen, 2017). It refers to an
employee’s inclination to feel compelled to leave their current job or organization (Hussain et
al., 2020). Schyns et al. (2007) further characterize it as an employee's expressed desire to
actively seek new employment or plans to depart from their current organization. It is important
to note that this intention precedes the actual act of leaving and can ultimately manifest as
concrete behavior on the part of employees (Hofaidhllaoui & Chhinzer, 2014). This intention
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towards turnover can be either voluntary or involuntary. Voluntary turnover occurs when an
employee autonomously chooses to depart, whether to escape unsatisfactory job experiences or
to pursue more promising opportunities in terms of career advancement or financial rewards
(Biron & Boon, 2013). Conversely, involuntary turnover arises when a company terminates
underperforming employees (Hongvichit, 2015).

Intention to stay, is the most important indicator of the which minimizes the actual
leaving behavior of employees (Ajzen, 1991). Turnover intention serves as a projected outcome
influenced by various employee behaviors and reactions, including job satisfaction, employee
engagement, and organizational commitment. Ramoo et al. (2013) highlighted a negative
correlation between an employee's job satisfaction and their intention to leave, indicating that
as job dissatisfaction escalates, so does the intention to seek alternative employment. The job
satisfaction and motivation of employees supports for staying in the organization. This study
posits that employees articulate their reasons for considering job changes by emphasizing
elements that substantially influence their job satisfaction, such as procedural justice. Numerous
investigations have been conducted to explore the variables and constructs that influence
employee turnover. Nevertheless, actual employee turnover and employees’ intentions to leave
the organization are often correlated (Castle et al., 2007).

Over the past two decades, organizational psychology and human resources research
have placed significant emphasis on the concept of justice, particularly in relation to fairness
(Cassar & Bulttigieg, 2015). Scholars have recognized that perceptions of justice and fairness
play a crucial role in predicting employee behavior and attitudes towards the organization
(Moquin et al., 2019). Procedural justice deals with fairness in decision-making processes
concerning the mechanisms, methods, and processes used to make decisions. Procedural justice
encompasses the degree to which policies and procedures are consistently and equitably
implemented. According to Radburn and Stott (2019), it pertains to the assessments of the
fairness of procedures used to make allocation decisions. In essence, it evaluates the fairness of
the decision-making process within the company (Khtatbeh et al., 2020). Additionally, Tulubas
and Celep (2012) described procedural justice as the fairness in methods employed for
allocating organizational resources and determining project outcomes. Greenberg (2017)
revealed that employees were more likely to accept work outcomes, even when significantly
disparate, if they perceived procedural justice. Furthermore, it was observed that organizations
implementing procedural justice practices instilled greater confidence in employees, reducing
their apprehension of unfair treatment and increasing their belief in fair evaluations (Bakri &
Ali, 2015). In the absence of procedural justice, employees are more likely to quit their jobs
(Kimetal., 2017).

Affective commitment refers to an employee's emotional attachment to, identification
with, and involvement in their organization. Employees with high affective commitment stay
with their organization because they want to, rather than because they need to or feel obligated
to (Meyer & Allen, 1991). This emotional attachment to the organization significantly
influences turnover intentions, which is the likelihood that employees will voluntarily leave
their job. Affective commitment is inversely related to turnover intentions. Employees who feel
a strong emotional bond with their organization are less likely to consider leaving. The
underlying reason is that affectively committed employees experience greater job satisfaction
and a sense of belonging, which reduce their desire to seek employment elsewhere (Mowday et
al., 1979). Several factors contribute to fostering affective commitment in employees, thereby
reducing turnover intentions. These include perceived organizational support, job satisfaction,
leadership style, and work-life balance (Rhoades & Eisenberger, 2002).
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Nepalese insurance companies are primarily been intact with the primitive and prior
understanding of employee management. Although, the influence of insurance sectors has
changed from primitive managerial practice to modern collaborate integrated practices. But the
attitude towards employee has not been thoroughly changed. Insurance sectors has become
more customers centric and has updated their role for providing services intently. However,
employee who are the center for interaction and are key for managerial success are always been
outcast by management and boards of insurance sector in Nepal (Tambari, 2020). In this regard,
the crucial queries regarding whether or not employee has been treated fairly in insurance
sectors has become the hot topic of discussion whose definite answer cannot be obtained easily.
Drawing upon these issues, this research seeks to establish the impact between procedural
justice, affective commitment, and employees’ intentions to stay in Nepalese insurance
companies.

2.Literature Review and Hypotheses Development

2.1 Procedural Justice and Intention to Stay

Procedural justice within organizations pertains to the consistent and equitable
implementation of policies and procedures. It encompasses the perception of fairness in
processes and decision-making related to resource allocation (Chan & Lai, 2017; Karam et al.,
2019). Numerous studies have endeavored to establish a connection between procedural justice
and intention to stay across diverse organizational contexts. Yusoff et al. (2021) asserted that
procedural justice positively influenced intentions to stay. Similarly, Tjahjono et al. (2020),
Bayarcelik and Findikli (2016), Gharbi et al. (2022), and Hussain and Khan (2019) corroborated
these findings in their respective investigations. Conversely, Ngadiman (2019) explored that
procedural justice had no discernible effect on intention to stay. Additionally, Mengstie (2020)
discovered that procedural justice had a significant impact on intention to stay. Research
indicates that when employees perceive high levels of justice within their organization, their
job performance improves, and their inclination to leave their positions diminishes (Krishnan
et al., 2018). Therefore, based on these findings, this study posits the following hypothesis:

H1: Procedural justice positively influences intention to stay of employees.

2.2 Procedural Justice and Affective Commitment

The relationship between procedural justice and affective commitment in the
workplace has been a subject of interest in organizational psychology and management
research. Procedural justice refers to the perceived fairness in processes and decision-making
procedures within an organization (Greenberg, 2017). It entails the belief that decisions
affecting an individual are made using fair processes and consistent criteria. Affective
Commitment, on the other hand, is a form of organizational commitment characterized by an
employee's emotional attachment, identification, and involvement in the organization (Meyer
& Allen, 1991). It represents an employee's positive emotional connection to the organization.
Empirical research consistently demonstrates a significant relationship between procedural
justice and affective commitment in different organizational settings. When employees perceive
that organizational procedures are fair, they are more likely to develop a strong emotional bond
with the organization (Tjahjono et al., 2020). Studies have shown that individuals who believe
they are treated fairly are more likely to feel valued and appreciated, which in turn fosters a
sense of attachment and loyalty to the organization (Pathardikar et al., 2023). Additionally,
when employees witness fair procedures, it signals that their contributions and well-being are
valued by the organization. This, in turn, fosters a positive emotional state towards the
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organization, leading to a higher level of affective commitment (Eisenberger et al., 1999). Based
on these arguments, this study posits the following hypothesis:
H2: Procedural justice positively influences affective commitment.

2.3 Affective Commitment and Intention to Stay

The relationship between affective commitment and intention to stay is well-
documented in organizational behavior research, demonstrating a strong positive correlation.
Affective commitment, characterized by an employee's emotional attachment to, identification
with, and involvement in the organization, significantly reduces the likelihood of turnover.
Employees who feel a strong emotional connection to their organization are less inclined to
leave, as their loyalty and sense of belonging are high. Conversely, employees with low
affective commitment, who do not feel emotionally attached, are more likely to consider leaving
the organization. This relationship is consistently supported by empirical studies, such as Meyer
et al. (1993), who highlighted that higher levels of affective commitment are associated with
lower turnover intentions. Similarly, Mathieu and Zajac (1990) conducted a meta-analysis that
confirmed the negative relationship between affective commitment and intention to stay,
demonstrating its robustness across different contexts and settings. Riketta (2002), have
reinforced these findings, showing that affective commitment remains a critical predictor of
intention to stay in modern organizations. Based on these arguments, this study posits the
following hypothesis:

Hs: Affective commitment positively influences intention to stay of employees

2.4 Affective commitment Mediates between Procedural Justice and Intention to
Stay

This research explores the concept of affective commitment as a mediator in the
relationship between procedural justice and the intention to stay an organization. Affective
commitment has frequently been examined as a mediating factor in studies investigating
intention to stay in different organizational settings (Kee & Chung, 2021; Poon, 2012; Nyaanga,
2020; Suifan et al., 2017; Olcer, 2015; Bakri & Ali, 2015; Mete & S6kmen, 2019). However,
the results of previous research have presented a mix of findings regarding the impact of
organizational commitment, particularly affective commitment on the dependent variable,
intention to stay. For instance, Kee and Chung (2021) found that procedural justice indirectly
influenced intention to stay through the mediating effect of affective commitment. This result
aligns with findings from other studies, such as those by Kee and Chung (2021), Suifan et al.
(2017), and Bakri and Ali (2015). Furthermore, in accordance with Fishbein and Ajzen's (1977)
behavioral intention model, attitude is proposed to mediate the connection between beliefs and
behavioral intention. Consequently, employees who hold the belief that they and their peers are
receiving fair compensation are more likely to exhibit commitment and stay with the
organization. Based on this comprehensive review of existing literature, the study posits the
following hypothesis to further explore the intricate relationship between procedural justice,
affective commitment, and intention to stay the organization.

Ha: Affective commitment mediates the relationship between procedural justice and
intention to stay of employees
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2.5 Theoretical Model

Figure 1 illustrates the theoretical mediation model that includes a sole mediating variable,
affective commitment (AC), positioned between the independent variable, procedural justice
(PJ), and the dependent variable, intention to stay (IS).

H
,_,I Affective Commitment |10
Procedural ective L0 ¢ — Int|ent10n to

Justice Stay
|

Figure 1: Hypothetical Mediation Model of the §  H,

3. Research Methods

A descriptive and casual comparative research design has been adopted to achieve the
stated objectives. The population of study comprises all the full-time workers from insurance
companies in Kathmandu valley. The sample size for this study was 298 respondents.
Convenience sampling technique was used in this study. Altogether, 381 questionnaires were
distributed, out of which 312 were returned (the response rate being 82%). Finally, 298
responses were used for data analysis, 14 were removed due to multiple non-responses. The
Smart PLS 4.0 (Partial least square equation modeling, PLS-SEM), was employed as the
primary statistical tool for analyzing the structural relationships among the constructs. To
establish the internal reliability of the model, the Cronbach’s alpha and composite reliability
were used. Furthermore, convergent and discriminant validity were examined and validated
using Structural Equation Modeling (SEM) using bootstrapping techniques.

4. Results

4.1 Demographic Profile of the Respondents

Table 2 revealed the respondents’ profile. The sample of 298 participants comprised
61.88% male and 38.12% female. Marital status revealed that 56.44% were married while
43.56% were unmarried. In terms of age, the majority were between 21 and 30 years old
(60.64%), followed by those below 20 (13.12%), aged 31-40 (20.05%), and above 40 (6.19%).
Educationally, most participants had a bachelor's degree (68.07%), with 24.01% having only
completed school level education and 7.92% holding qualifications above bachelor's degree.
Regarding professional experience, 69.31% had up to 5 years of experience, 23.02% had 5-10
years, and 7.67% had over 10 years of experience. The job position shows that 32.89% were
managerial level employees, 39.6% officer level and 27.51% were assistant level. Income
distribution showed that 25.17% earned below 30,000 per month, 41.95% earned between
30,000 and 45,000, and 32.88% earned above 45,000. In summary, this demographic profile
highlights a predominance of young, male individuals with bachelor's degrees.
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Table 2
Respondents’ Profile N=298
Variables Frequency Percent
Gender
Male 184 61.88
Female 114 38.12
Marital Status
Married 168 56.44
Unmarried 130 43.56
Age
Below 20 39 13.12
21-30 181 60.64
31-40 60 20.05
Above 40 18 6.19
Academic Qualification
School Level 72 24.01
Bachelor 203 68.07
Above Bachelor 24 7.92
Experience
Up to 5 Years 207 69.31
5-10 Years 69 23.02
Above 10 Years 23 7.67
Job Position
Manager Level 98 32.89
Officer Level 118 39.6
Assistant Level 82 27.51
Income per Month
Below 30,000 75 25.17
30,000-45,000 125 41.95
Above 45,000 98 32.88

4.2 Measurement Model

As shown in Table 2, all the constructs are reliable and valid. For the procedural justice
(PJ) construct, Cronbach's alpha (CA) was 0.891, composite reliability (CR) was 0.917, and
average variance extracted (AVE) was 0.650 all above the threshold points. According to
Fornell & Larcker (1981), the AVE exceeding 0.5 are acceptable. As per Hair et al. (2011), CA
and CR values should exceed 0.70. The item loadings indicate strong indicator reliability for PJ
that ranged from 0.704 to 0.843, all surpassing the 0.7 threshold (Tabachnick and Fidell, 2007).
The variance inflation factor (VIF) values for all the items of PJ were all below 5, suggesting
no multicollinearity issues (Hair et al., 2011).

Similarly, AC showed a robust reliability with CA of 0.830, CR of 0.886, and AVE of
0.661. The item loadings ranged from 0.761 to 0.859, all above the 0.7 threshold. The VIF
values were also below 5. Furthermore, IS had CA of 0.866, CR of 0.903, and AVE of 0.651,
further confirming reliability and convergent validity. The item loadings ranged from 0.787 to
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0.826, all exceeding the 0.7 threshold, with VIF values below 5 indicating no issues of
multicollinearity.

Table 2
Measurement Model

Constructs Item Code Loading CA CR AVE VIF
PJ1 0.819 2.442

PJ2 0.839 2.541

A PJ3 0.843 2.530
Procedural justice (PJ) PI4 0.836 0.891 0.917 0.650 9 526
PJ5 0.788 2.157

PJ6 0.704 1.502

AC1 0.761 1.910

Affective  commitment AC2 0.796 2.039
(AC) AC3 0.859 0830 0886 0661 2.362
AC4 0.833 2.196

IS1 0.826 2.088

IS2 0.794 1.973

Intention to stay (IS) IS3 0.787 0.866 0.903 0.651 1.845
1S4 0.810 1.992

IS5 0.816 1.920

Note: Average variance extracted (AVE); Cronbach’s alpha (CA); Composite reliability (CR).

4.3 Discriminant Validity

The discriminant validity has been further confirmed through the Fornell-Larcker (1981)
criterion, as the square roots of the AVE values for constructs AC, IS, and PJ were 0.813, 0.807,
and 0.806, respectively, each greater than the correlations between the constructs. The HTMT
values were below or equal the threshold of 0.9, further confirming discriminant validity.
Table 3

Discriminant Validity (latent variable correlation and square root of AVE)

Fornell Larcker Criterion HTMT Results
AC IS PJ
AC 0.813
IS 0.735 0.807 0.861
PJ 0.790 0.691 0.806 0.900 0.775

Note: AC — Affective Commitment, IS- Intention to Stay, PJ- Procedural Justice

In conclusion, the measurement model exhibits strong reliability and validity, with high
internal consistency and good convergent validity for all constructs under the study.
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4.4 Structural Model

The structural model analysis showed substantial explanatory power for the endogenous
constructs (Table 4). The coefficient of determination (R?) for construct AC was 0.624,
indicating that 62.4% of the variance in AC is explained by PJ. The predictive relevance (Q?)
for AC was 0. 621. For construct IS, the Rz was 0.573, indicating that 57.3% of the variance in
Pl is explained by PJ and AC, with a Q2 of 0.474. According to Hair et al. (2017), Q? of above
0.35 shows an excellent predictive relevance. The model fit indices were satisfactory, with an
SRMR of 0.081 and an NFI of 0.816, indicating a moderate level of model fit (Hu &
Bentler,1999, Schumacker, & Lomax, 2010). Though, the NFI is slightly below the acceptable
threshold, the model may be proceeded considering other parameters.

Table 4
Coefficient of determination (R?), Q% and model fit (SRMR-NFI)
Endogenous Latent Factors R2 Q2
AC 0.624 0.621
IS 0.573 0.474
. SRMR NFI
Model fit indices 0.081 0.816

The SEM path analysis results using the Smart PLS as shown in table 5 indicated that PJ had a
significant positive effect on AC (B=0.791,t=29.352, p <0.001), supporting H1. Furthermore,
PJ also had a significant positive effect on IS (f = 0.239, t = 3.831, p <0.001), supporting H2.
Likewise, a significant positive effect of AC on IS (=0.504, t=6.639, p <0.001) was revealed,
supporting H3. The analysis also revealed a significant indirect effect of PJ on IS through AC
(B=0.399,t=6.276, p < 0.001), supporting H4.

Table 5

Hypotheses Constructs

Path
Hypotheses Relationship  Coefficient T Stat. Remark Result
Direct Relations
Hi PJ>AC 0.791 29.352** Significant Supported
H2 PJ=2>I1S 0.239 3.831 ** Significant Supported
Hs AC->IS 0.504 6.639** Significant Supported
Indirect Relations
Hs PI>AC->IS  0.399 6.276** Significant Supported

** signifiant at 1% level of significance

5. Discussion

The present study sought to explore the impact of procedural justice on employee intention to
stay, with a particular focus on the mediating role of affective commitment. The findings of the
study reveal a significant positive relationship between procedural justice and employee
intention to stay, underscoring the critical role that fair and transparent organizational processes
play in retaining employees. Procedural justice, characterized by fairness in decision-making
processes and equitable treatment of employees, enhances employees' perceptions of
organizational support and trust, which in turn strengthens their commitment and reduces
turnover intentions (Colquitt et al., 2001). These results are consistent with the findings of
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Greenberg (2019), who posited that perceptions of procedural fairness are pivotal in shaping
employees' attitudes and behaviors. Moreover, the mediating role of affective commitment in
this relationship highlights the emotional bond that employees form with their organization
when they perceive fairness in procedures. Affective commitment, which reflects the emotional
attachment and identification with the organization, fosters a sense of belonging and loyalty,
thereby enhancing employees' intention to stay (Meyer & Allen, 2002). This aligns with
previous research by Meyer et al. (2002), which demonstrated that affective commitment is a
key determinant of employees' retention decisions.

Contrary to this finding, some studies have reported mixed results regarding the impact of
procedural justice on employee retention. For instance, Ambrose and Schminke (2009) found
that while procedural justice influences job satisfaction and organizational commitment, its
direct effect on turnover intentions may be less pronounced in certain contexts. This discrepancy
could be attributed to variations in organizational culture, industry-specific factors, or
differences in employee demographics. Additionally, this study contributes to the ongoing
debate on the relative importance of different forms of organizational justice. While procedural
justice has been shown to be a critical predictor of employee outcomes, some scholars argue
that distributive justice (perceived fairness of outcome distribution) or interactional justice
(quality of interpersonal treatment) may also play significant roles (Cropanzano et al., 2007).
Future research should consider these dimensions to provide a more comprehensive
understanding of justice perceptions and their impact on employee retention. Nonetheless, the
findings of the study underscore the importance of fostering procedural justice and cultivating
affective commitment to enhance employee intention to stay, ultimately contributing to
organizational stability and success.

6. Conclusion and Implication

This study provides compelling evidence that procedural justice has a significant positive
impact on employee intention to stay, with affective commitment playing a critical mediating
role in this relationship. The findings of the study underscore the importance of fair and
transparent organizational procedures in fostering an environment where employees feel valued
and respected. When employees perceive procedural justice, their sense of trust and support
from the organization is heightened, leading to stronger emotional bonds and a higher likelihood
of remaining with the organization. Affective commitment, characterized by emotional
attachment and identification with the organization, effectively mediates the relationship
between procedural justice and intention to stay, reinforcing the importance of nurturing
emotional connections with employees.

The positive and significant relationships identified in this study highlight the strategic value of
procedural justice in employee retention efforts. Organizations that prioritize fairness in their
decision-making processes and equitable treatment of employees can enhance affective
commitment, thereby reducing turnover intentions and promoting long-term organizational
stability. By recognizing the critical role of affective commitment, organizations can develop
targeted strategies to strengthen emotional bonds with employees, fostering a loyal and
committed workforce. The findings of this study suggest that organizations should prioritize
implementing fair and transparent procedural practices to enhance employee retention. By
fostering procedural justice, organizations can strengthen employees' affective commitment,
leading to higher levels of emotional attachment and loyalty. This underscores the need for HR
policies that emphasize fairness in decision-making processes and equitable treatment of all
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employees. Ultimately, investing in procedural justice can create a supportive work
environment that reduces turnover intentions and promotes long-term organizational stability.
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