@ v m o

Journal of Applied Psychology
1983, Vol 68, No 3, 429-438

Copynght 1983 by the
Amencan Psychological Assoqiation, Inc

A Longitudinal Test of the Investment Model: The Impact on
Job Satisfaction, Job Commitment, and Turnover of Variations

in Rewards, Costs, Alternatives, and Investments

Caryl E. Rusbuit
Unuversity of Kentucky

Dan Farrell
Western Michigan University

A longitudinal study of moderately professionalized technical workers was con-
ducted to test a vartety of investment model ( Farrell & Rusbult, 1981) predictions
concerning the determinants of job satisfaction, job commitment, and turnover
In general, greater job satisfaction resulted from high job rewards and low job
costs, whereas strong job commitment was produced by high rewards, low costs,
poor alternative quality, and large investment size Whereas the mmpact of job
rewards on satisfaction and commitment remained relatively constant, job costs
seemed to exert an increasingly powerful influence over time Investment size,
too, was shown to exert greater impact on job commitment with the passage of
tume Just prior to thewr leaving, the job commitment of employees who left was
best predicted by a combination of rewards, costs, and alternatives Employees
who stayed and those who left were shown to differ from one another with regard
to changes over time in each investment model factor—those who left experienced
greater decline in rewards, 1ncrease 1n costs, increase in alternative quality, and
decrease 1n 1investment size than did those who stayed Turnover appeared to be

mediated by a decline over time in degree of job commitment

What causes job turnover? Why do some
people develop strong commitment to con-
tinue at their jobs, while others fail to do so
and quit their jobs? Two recent reviews of the
literature on employee commitment and
turnover concluded that although these phe-
nomena have recerved considerable atten-
tion, and despite sigmficant advances in our
understanding of these phenomena, much
remains to be explored (Mobley, Gnffeth,
Hand, & Meglino, 1979; Mowday, Porter &
Steers, 1982). Prominent among their rec-
ommendations was a call for the development
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of process-oriented theories of turnover, as
well as for longitudinal research, particularly
multivariate and integrative research
Theonies of the turnover process address
the psychological experiences and choices in-~
dividuals confront as they continue in or
withdraw from an organization. The first
such model (Rice, Hill, & Trist, 1950), trac-
1ng new entrants, outlined three main phases
1n the turnover process' induction crsis, dif-
ferential transit, and settled connection. Us-
ing equilibrium theory, March and Simon
(1958) developed a comprehensive turnover-
participation model, including as key deci-
sion variables perceived desirability of
movement, perceived possibility of intraor-
ganmizational transfer, and perceived ease of
movement. Price (1977) utilized a psycho-
logical process model similar to that of
March and Simon and extended this litera-
ture by introducing a variety of sociological
variables describing organizational condi-
tions (e.g., centralization, co-worker integra-
tion, formalization). Steers and Mowday
(1981), echoing and extending the March and
Simon approach, suggested a complex, 13-
stage model of the process of voluntary em-
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ployee turnover. Their model includes as an-
tecedents of turnover variables such as
individual expectations, job experiences, af-
fective responses to jobs, non-work-related
mfluences, intentions to stay, search for al-
ternatives, and availability of alternatives. All
of these theories imply changes over time 1n
model variables, but model tests tracing the
experiences of a cohort through repeated
measurement have not been conducted.

Although these process theories ‘have not
been thoroughly tested, the need for longi-
tudinal analysis of the turnover process has
not been overlooked Mobley et al. (1979)
developed a comprehensive process model of
voluntary employee turnover focusing on 1n-
tentions (1.e., intention to search, intention
to quit) as the immedchate psychological pre-
cursors of individual turnover. Preliminary
tests of their model highlight the importance
of declining continuation 1ntentions for both
employees who leave early and those who
leave later (Youngblood, Mobley, Meglino,
Laughlin, & Baker, Note 1). In addition, for
those who leave early, turnover decisions ap-
pear to be influenced by level of attraction
to the job role and perceived likelihood of
finding an acceptable alternative job. Porter,
Crampon, and Smith (1976) also examined
the process of employee turnover. In a study
of managenal trainees, they found that or-
ganizational commitment—the willingness
to put forth extra effort, the desire to remain,
and the acceptance of the goals and values
of the organization—began to decline 1n the
months prior to termination for those who
left, whereas those who stayed reported nearly
constant levels of commitment.

Since longitudinal tests of process-onented
models of turnover are rare, the present re-
search was designed to complement past the-
ory and research by using the imvestment
model, an integrative yet parsimonious the-
ory of job commitment and turnover ( Farrell
& Rusbult, 1981). The model extends some
basic principles of interdependence theory
(Kelley & Thibaut, 1978; Thibaut & Kelley,
1959), uses traditional exchange theory con-
structs (cf. Blau, 1964, Homans, 1961), and
subsumes many variables discussed in earhier
process-oriented theores.

Briefly, the investment model asserts that
job satisfaction (SAT), the degree to which
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the individual positively evaluates his or her
job, should be greater to the extent that the
Job offers high rewards (REW') and low costs
(CST):

SAT = REW — CST. ¢))

The model suggests that yjob commutment 1s
a more complex, multidetermined phenom-
enon. Commitment (COM) refers to the like-
Iithood that an individual will stick with a job,
and feel psychologically attached to it, whether
it 1s satisfying or not. Acknowledging Mow-
day, Porter, and Steers’ (1982) distinction
between attitudinal and behavioral commit-
ment, the present usage of this term includes
both behavioral commitment and some ele-
ments of attitudinal commitment (1.¢., desire
to maintain a relationship, feelings of attach-
ment). Job commitment 1s said to increase
with increases 1n job rewards, decreases in
Job costs, 1ncreases 1n investment size (INV,
resources mextricably connected to the job),
and decreases in alternative quality (4.7, an
alternative job, not working):

COM = (REW — CST) + INV — ALT (2)

Finally, job commitment directly influences
job turnover (TURN), with turnover result-
ing from decreases in level of commitment
to the job-

TURN ~ COM. (3)
Thus, dechnes in job rewards, increases in
job costs, divestiture, or improving alterna-
tives should lead to reduced job commit-
ment, and 1n turn, job turnover. Although the
investment model has been supported by re-
search utilizing experimental and cross-sec-
tional survey methodologies ( Farrell & Rus-
bult, 1981), the temporal or process aspects
of the model have not been longitudinally
assessed The immediate question, then, is
this' In what ways do investment model vari-
ables change over time, and what impact do
such changes have on job satisfaction, job
commitment, and turnover?

First, 1t 15 logical to expect that job rewards
(e.g., high pay, autonomy, variety) should be
salient to workers even during early stages of
a job, whereas the costs associated with a
given job (e.g., unexpected variations 1n work
load, numerous deadlines, inadequate re-
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sources, unfair promotion practices) proba-
bly become more noticeable over time. Thus,
whereas the impact of job rewards should
remain relatively constant, the impact of job
costs on satisfaction and commitment should
increase over time on the job. Research on
organizational entry provides indirect sup-
port for this assertion: The expectations of
newcomers have consistently been shown to
be more favorable than those of more ex-
perienced workers (Dunnette, Avery, & Banas,
1973; Schneider, 1972; Wanous, 1976). In
fact, this notion—that jobs generally prove
to possess greater costs than workers nitially
anticipate—forms the basis for work advo-
cating realistic job previews (Wanous, 1975a;
1975b).

Second, the impact of investment should
change over time. Investments 1n a job may
consist of resources that are intrinsic to the
job (e.g., years of service, nonportable train-
ng, nonvested portions of retirement pro-
grams), or resources that are extrinsic, but
inextricably connected to the job (e.g., hous-
ing arrangements that facilitate travel to and
from work, friends at work, extraneous ben-
efits uniquely associated with a particular
job). Since investments tend to accumulate
over time, the impact of investments on job
commitment should similarly increase over
time; as the worker continues to invest re-
sources 1n the job, it should become increas-
ingly costly to abandon that job and lose in-
vested resources, so the investment-commit-
ment relationship should become stronger.
Research on entrapment and the escalation
of commitment supports this hypothesis: In-
dividuals do seem to become increasingly
reluctant to abandon a course of action with
increases in 1nvestments and the passage of
time (Aranya & Jacobson, 1975; Buchanan,
1974; Rubin & Brockner, 1975; Staw, 1976)

No predictions were made concerning
temporal changes in the impact of alternative
quality on commitment. Although an in-
crease over time 1n the quality of a worker’s
job alternatives should promote decreases in
the degree of job commitment, there 1s no
reason to assume that changes in the quality
of alternatives should occur 1n a systematic
fashion over time across workers Some peo-
ple’s job alternatives will improve with in-
creases in skill and reputation over time, and

others’ opportunities will decrease. Thus, no
general trend toward changes in alternative
quality was expected, nor were any system-
atic changes 1n the alternatives-commitment
relationship predicted

A l-year longitudinal study of new em-
ployees was designed to test predictions de-
rived from the investment model, an inte-
grative process model of the determinants of
job commitment and turnover Specifically,
this investigation was designed to address the
following questions: First, do investment
model vanables effectively predict job satis-
faction and job commitment for both em-
ployees who stay and those who leave, as
specified in Equations 1 and 2 above? Second,
are there significant changes over time in the
abihity of model vanables to predict satisfac-
tion and commitment?

Third, 1n what ways do investment model
variables change over time for those who stay
and those who leave? That 1s, are there dif-
ferences between those who leave and those
who stay in terms of whether their rewards,
costs, and job-related investments increase
or decrease and whether their alternatives im-
prove or do not improve over time?

Fourth, what mmpact do changes in job
commitment have on turnover? Does job
commuitment decline prior to turnover? Does
job commitment directly mediate job turn-
over as specified in Equation 3 above? Each
of these questions will be addressed in turn
by the present investigation

Method

Subjects and Procedure

Subjects were 88 newly hired employees in two profes-
stonal service organizations jumor staff accountants of
a well-known auditing firm 1n a large Eastern city (n =
36) and practical, registered. or baccalaureate nurses of
a 500-bed hospital in a medium-sized Eastern city (n =
52) Inmtial contact with each subject within 2 weeks of
entry 1nto the organization was obtained through the
cooperation of the employing agencies A total of 136
employees contacted during the summer and early fall
of 1979 were asked to participate on a voluntary and
confidential basis The return of the first questionnaire
was to sigmfy willingness to answer “several additional™
questionnaires over the following 12 months (actually,
subjects completed a questionnaire every 4 months) A
total of 88 persons (65%) responded to the first ques-
ttonnaire The turnover rate was 32% for participants
and 31% for nonparticipants, thus, participants and non-
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participants did not appear to be significantly different
with regard to the critical turnover measure

At each of four ttme penods, 1f subjects failed to re-
spond to an mtial typed letter and questionnaire, a sec-
ond typed reminder letter and questionnaire were mailed,
followed by a handwritten note from the experimenter
Among the 88 inttial respondents, the response rates at
Times 2, 3, and 4 were 93%, 91%, and 88% (these per-
centages are for employees who had stayed at each time,
those who had left were excluded in calculating response
rates) Responses were returned directly to the investi-
gator 1n pre-addressed, stamped envelopes Subjpects con-
tinued to participate 1n the study until they (or company
records) reported separation from the firm Of the 88
persons who agreed to participate, 28 individuals, or
32%, voluntanly left the organization n the first year
(9 at Time 1, 6 at Tume 2, 9 at Time 3, and 4 at
Time 4)

Because the two occupational groups—accountants
and nurses—are structurally similar (1e, moderately
professionalized technical occupations), because the
workers were demographically similar (1 e, similar ed-
ucational levels, age distributions, and turnover rates),
and because statistical analyses (reported below) revealed
no substantial differences between groups, they were
combined 1n the major analyses The typical subject was
24 years old (SD = 4 87), had recerved 15 | years of
schooling (SD =19), and had a starting income of
$10,900 (SD = 3,700) The sample was 61% female

Questionnaires

The questionnaire employed 1n each of the four time
per1ods of the study contained items designed to measure
all elements of the investment model Because 1t was
anticipated that subjects would not easily be able to an-
swer questions such as ‘“What 1s the reward value of your
Job?” the abstract concepts of the model were “trans-
lated™ into everyday language in the following manner
(as in Farrell & Rusbult, 1981) (a) each investment
model concept was briefly defined, (b) subjects answered
specific concrete items imtended as representative ex-
amples of the abstract concepts, and (c) subjects com-
pleted global or generahlized 1items for each concept Val-
ues for each set of global 1tems were later averaged to
form a single global measure for each variable 1n the
model These composite global measures were utilized
1n the statistical analyses, concrete items were included
to enable subjects to answer global questions accurately
and honestly Except where otherwise indicated, respon-
ses used 9-point scales

The absence of a specific job reward frequently implies
the presence of a job cost (e g , lack of monetary rewards
imphes a cost—low pay) For this reason, a single set of
concrete 1tems was used to teach the abstract reward and
cost concepts Thirty-one items assessed a vanety of con-
crete aspects of jobs, including pay (10 categones), op-
portumty for promotion, routinization, formahzation,
autonomy, task 1dentity, feedback, co-worker relations,
Job challenge, mechanization, work schedules, overtime,
vacations, and physical surroundings The full set of con-
crete items was used for the first and fourth time periods
of the study To limit the effort required of subjects, only
alternating halves of 31 specific measures were used for
the second and third times At each of four times, three
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global 1tems assessed job rewards and three assessed job
costs “All things considered, to what extent are there
good things associated with your job?” (1 = none, 9 =
a great many), “In general, to what extent do you find
your job to be rewarding”’ (1 = not at all rewarding,
9 = extremely rewarding), “Does this job have more or
fewer positive aspects than most people have at their
places of employment?” (1 = job 1s worse than most,
9 = job 1s better than most), “All things considered, to
what extent are there unpleasant things associated with
your job?” (1 = pone, 9 = great many), “In general, to
what extent are there costs or hardships associated with
your Job?” (1 = not at all costly, 9 = extremely costly),
and “Does this job have more or fewer negative aspects
than most people have at their places of employment?”
(1 = fewer negative aspects, 9 = more negative aspects)

The value of work alternatives was assessed by four
concrete and three global items The concrete 1tems as-
sessed perceived ease of finding simular jobs, availability
of workers 1n the region, market value of workers’ skills,
and aversiveness of unemployment The three global
items were “All things considered, how good are your
alternatives to this job?” (1 = ternble, 9 = excellent),
“In general, how do your alternatives compare to your
current job?”’ (1 = alternatives are much worse, 9 =
alternatives are much better), and “How do your alter-
natives compare to your ideal way of occupying your
time?” (1 = alternatives are much worse, 9 = alternatives
are¢ much better)

Twenty concrete 1tems assessed investments length of
service, job tenure, vested and nonvested retirement pro-
grams, specific or nonportable training, friendship in-
volvement, spousal employment, home ownership, and
religious and community ties Three global 1tems as-
sessed extent of job investments “In general, how much
have you invested 1n this job?” (1 = nothing, 9 = a great
deal), “All things considered, to what extent are there
activities/events/persons/objects associated with your
job that you would lose if you were to leave?” (1 = none,
9 = a great many), and “How does your investment in
this Job compare to what most people have invested in
thetr Jobs?” (1 = I’ve invested less than most people, 9 =
P’ve invested more than most people)

The criterion variables of job satisfaction and com-
mitment were surveyed only with global items Job sat-
i1sfaction was measured by a combination of two direct
and four indirect items “‘All things considered. how sat-
1sfied are you with your current Job?” (1 = not at all
satisfied, 9 = extremely satisfied), ““In general, how much
do you like your job?” (1 = don’t hke 1t at all, 9 = like
1t very much), “Knowing what you now know, if you
had to decide all over again whether to take the job you
now have, what would you decide?” (1 = definitely would
not take this job, 9 = would take this job without hes-
itatron), “If a good friend of yours told you that he/she
was Interested 1n working 1n a job hke yours for your
employer, what would you tell him/her?” (1 = advise
against it, 9 = strongly recommend 1t), “How does this
Job compare to your 1deal job?” (1 = far from deal, 9 =
close to 1deal), and “How does your job measure up to
the sort of job you wanted when you took 1t?” (1 = not
at all like the job I wanted, 9 = very much like the job
1 wanted) The resultant scale resembiles the general job
satisfaction scale employed by Qunn and Shepard
(1974)
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Five global items were utihized to measure the com-
mitment criterion *““How long would you like to stay at
this Job?” (1 = short period of time, 9 = long period of
time), “How likely 1s 1t that you will quit this job in the
near future?”’ (1 = extremely likely, 9 = not at all likely),
“How commutted are you to staying at your current job?”
(1 = not at all committed, 9 = extremely committed),
“How attached are you to your current job?” (1 = not
at all attached, 9 = extremely attached), and “On the
average, how many hours per month have you spent at-
tempting to find a different job”” ( hours per
month, on the average) This scale was used 1n an earhier
study of commitment among blue-collar workers ( Far-
rell & Rusbult, 1981) and was adapted from research on
commuitment to romantic mvolvements (Rusbuit, 1980a)

Results
Reliability of Measures

At each of four tumes, responses to global
1tems 1n each set were averaged. Alpha coef-
ficients were significant and exceeded lowest
acceptable levels (Nunnally, 1967) for sets of
items designed to measure rewards ( 81, .85,
92, 87), costs (.76, 80, .86, .58), alternatives
(77, 72, 60, 65), investments (.76, .80, .75,
.76), satisfaction (.93, .95, .95, 95), and com-
mitment (.88, .92, .92, .93)

These reliabilities rest on an assumption
of discreteness between the various measures
(1.e., divergent validity). Of course, the most
problematic case 1s that of multicollineanty
of predictors within time periods The me-
dian 1ntercorrelations among predictor vari-
ables for five measurements (employees who
stayed at Times 1 through 4 and those who
left) were as follows' rewards with costs (r =
— 56; range = — 38 to — 67), rewards with

Table 1
Correlations Among Investment Model Variables
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alternatives (r = —.15; range = .04 to —.20),
rewards with investments (r = .32; range =

.09 to .37), costs with alternatives (r = .15;

range = —.02 to .25), costs with investments
(r = —.13, range = —.03 to —.19), and alter-
natives with mvestments (r = —.04; range =
02 to —.22).

Predicting Job Sausfaction and
Commitment Among Employees Who Stay

Job sausfaction Correlational analyses
were performed 1n order to identify the best
predictors of job satisfaction for employees
who stayed. The results of these analyses are
summarized in Table 1 Job satisfaction was
significantly correlated with both reward
value and cost value at each of four times.
Multiple regression analyses revealed that re-
ward and cost values significantly predicted
level of satisfaction at each time (adjusted
R’s = .62, 62, 74, .61). Comparing full with
reduced models, 1t was found that the pre-
diction based on these two factors was sig-
nificantly superior to either of the zero-order
correlations; for the closest comparison, at
Time 3, using an 1ncrement 1n R? test (Cra-
mer, 1972), F(1, 57) = 4.31, p < .05. The
contribution of costs to this prediction was
relatively weak (due 1n part to the moderate
correlation between rewards and costs). It
should also be noted that whereas the cor-
relations between job satisfaction and reward
value appear to remain relatively constant
over time, the impact of cost value on job
satisfaction appears to be relatively weak ini-

Employees who stayed

Variables Time 1 Time 2 Time 3 Time 4 Employees who left
Job satisfaction with
Rewards TR T6** 85** TT** TT*
Costs — 42%* — 50%* — 68%* — 52%* —.44**
Job commitment with
Rewards 53%* 62%* 59%* 56%* 66**
Costs - 14 ~ 33* — 35+ — 36%* — 47
Investments 26* 32* 44%* 46%* .23*
Alternatives —27* — 43%* - 33+ — 40%* —-.33*
Approximate n 60 56 55 53 28

*p< 05 *p< 01






