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Abstract: This study aims to analyze how self-efficacy and self-esteem influence 
Generation Z employees’ intention to stay (ItS) in Malang City startups through 
motivation and employee engagement. Using a quantitative approach with PLS-SEM 
mediation analysis, data were collected from 200 Gen Z employees (aged 18–27) across 
startups at Malang via validated Likert-scale questionnaires. Results reveal that self-
efficacy directly enhances employees’ intention to stay, motivation, and engagement, 
whereas self-esteem bolsters motivation and engagement but does not directly 
influence their intention to remain. Interestingly, high engagement can paradoxically 
reduce the intention to stay, as it often leads to burnout from excessive workloads and 
insufficient rewards. Furthermore, motivation successfully mediates the relationship 
between both self-efficacy and self-esteem on the intention to stay, a mediating role 
that engagement does not fulfill. Novelty lies in integrating Social Cognitive Theory 
and Social Exchange Theory to resolve prior inconsistencies in the understudied 
context of Gen Z in Indonesian startups. Startups can boost Gen Z retention by 
building self-efficacy through structured training, implementing performance-based 
rewards, and enforcing strict work-life balance policies to prevent engaged employees 
from burning out. This study offers a theoretical contribution by integrating Social 
Cognitive and Social Exchange Theories to reveal the paradoxical pathway where 
employee engagement reduces retention, while confirming motivation’s crucial 
mediating role in the Indonesian Gen Z startup context.  

 
Keywords: Employee Engagement, Generation Z, Intention to Stay, Self-Efficacy and 

Self-Esteem, Startup Retention 
 
A. Introduction 
 
The Industrial Revolution 4.0 and 5.0 have created a highly competitive business 
ecosystem, particularly in the startup sector (Chander et al., 2022). In Indonesia, 
Generation Z (born between 1997–2012), which comprises 27.94% of the total 
population (Statistics Indonesia (BPS), 2020), has become the backbone of the startup 
workforce. However, a survey by Intelligent, reported by databoks.id (2025), revealed 
that 6 out of 10 companies had terminated Gen Z employees due to issues such as poor 
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work ethic, low motivation, and unpreparedness for workplace pressure (Sopiah et 
al., 2021). This phenomenon not only threatens the human resource stability of 
startups but also highlights the urgency of understanding the psychological factors 
influencing this generation’s desire to stay, especially in rapidly growing startup hubs 
like Malang City. 
 
Malang City ranks second in Indonesia for the highest number of startups after the 
Jabodetabek region, with 115 technology-based companies according to GoodStats 
(2022). The unique characteristics of Generation Z, such as their desire for recognition, 
work-life balance, and an inclusive work environment (Schroth, 2019), demand 
adaptive human resource management approaches. If not addressed properly, the 
high turnover rate among this group can disrupt startup sustainability due to 
recruitment costs and the loss of organizational knowledge (Mobley, 1977). Therefore, 
understanding the dynamics of Generation Z’s intention to stay in Malang is crucial, 
especially given the inconsistencies in previous research findings. 
 
Previous studies have identified self-efficacy and self-esteem as key psychological 
factors influencing employees’ intention to stay in an organization. Self-efficacy, 
defined as an individual’s belief in their own capabilities, has been shown to enhance 
motivation and employee engagement, which in turn supports retention (Bandura, 
1997; Wahab et al., 2022). On the other hand, self-esteem, which reflects an 
individual’s self-worth, also contributes to job satisfaction and organizational 
commitment (Elfia Nora et al., 2023). Equally important, motivation and employee 
engagement are recognized as crucial mediating factors that link psychological 
attributes to the desire to stay (Lawal et al., 2024; Weng et al., 2023). The context of 
Generation Z in startup environments, particularly in Malang City, is highly relevant 
given their dominance in the labor market and unique characteristics, such as their 
preference for flexibility and self-development (Schroth, 2019; Statistics Indonesia 
(BPS), 2020). 
 
Despite this strong theoretical foundation, existing empirical evidence shows 
inconsistencies. Although many studies have explored the relationships between self-
efficacy, self-esteem, and intention to stay, findings remain contradictory. For 
example, some studies found that self-esteem positively influences intention to stay 
(Elfia Nora et al., 2023), while others reported no significant effect (Effendi et al., 2024). 
Similarly, the role of motivation as a mediator is still debated. Some studies confirm 
its effect on Intention to Stay (Lawal et al., 2024), while others refute it (Kemie, 2023). 
Furthermore, previous research has not fully integrated Social Cognitive Theory (SCT) 
and Social Exchange Theory (SET) to explain these dynamics, particularly in the 
context of Generation Z in startups. This gap raises the question of how these two 
theories can complement each other to provide a more holistic understanding. 
Therefore, efforts to address these theoretical inconsistencies become increasingly 
urgent when faced with the challenging business landscape. The current business 
environment, particularly in the startup sector, faces significant difficulties in 
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retaining Generation Z employees. Data shows that 6 out of 10 companies terminated 
Gen Z employees in 2024 due to their unpreparedness for the world of work, including 
low motivation and poor work ethic (databoks.id, 2025). On the other hand, Malang 
City ranks as the second-largest startup hub in Indonesia, with 115 companies in 2021 
(GoodStats, 2022). This makes it an ideal location to study Gen Z employee retention. 
This phenomenon is further exacerbated by Gen Z’s tendency to change jobs more 
easily if their needs, such as work-life balance and recognition, are not met (Ng & 
Parry, 2016). Thus, understanding the factors that can enhance the Intention to Stay 
among this group is increasingly urgent, both academically and practically. 
 
Based on this urgency, this study presents several novel contributions designed to 
address the existing gaps. First, the novelty of this research lies in the holistic 
integration of Social Cognitive Theory (SCT) and Social Exchange Theory (SET) to 
analyze the psychological and social mechanisms driving the intention to stay of Gen 
Z employees in startups. SCT explains how an individual’s belief in their capabilities 
(self-efficacy) shapes motivation and engagement through internal cognitive 
processes. Meanwhile, SET complements this with a social exchange perspective, 
where self-esteem strengthens employees’ perception of non-material rewards, such 
as recognition, support, and organizational justice, which ultimately affects their 
commitment to stay. This integration not only expands the theoretical understanding 
of employee retention by combining psychological (SCT) and relational (SET) 
dimensions but also offers a more comprehensive framework in the context of 
Generation Z, which is highly sensitive to self-worth and an inclusive work 
environment. Second, this study focuses on the unique context of Generation Z in the 
startup ecosystem of Malang City, which has not been extensively explored in 
previous literature. Third, this study addresses inconsistencies in previous findings 
by simultaneously analyzing the mediating roles of motivation and employee 
engagement. This approach is expected to provide a more comprehensive 
understanding of the psychological and social mechanisms underlying employees’ 
intention to stay in companies. With these contributions, this research is expected to 
have meaningful theoretical and practical impacts. Theoretically, this study enriches 
the body of knowledge by integrating Social Cognitive Theory (SCT) and Social 
Exchange Theory (SET), thereby offering a more comprehensive analytical framework 
for understanding employee retention intention. These findings can serve as a 
foundation for further research on employee retention, particularly among Generation 
Z. Practically, the research results can help startup companies design more effective 
human resource management strategies. These strategies could include self-efficacy 
development programs, enhancing self-esteem through appreciation, and improving 
motivation and employee engagement by creating a supportive work environment. 
By implementing these strategies, companies can reduce employee turnover rates and 
build a stable and productive team. 
 
Based on the developed theoretical framework, twelve research hypotheses are 
formulated. First, self-efficacy and self-esteem are hypothesized to have a direct 
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positive and significant influence on intention to stay (H1 and H4). Second, self-
efficacy and self-esteem are also hypothesized to positively influence motivation (H2 
and H5) and employee engagement (H3 and H6). Third, motivation and employee 
engagement are hypothesized to have a direct positive influence on intention to stay 
(H7 and H8). Fourth, this study also proposes mediation hypotheses, namely that 
motivation mediates the indirect influence of self-efficacy (H9) and self-esteem (H11) 
on intention to stay. Similarly, employee engagement is hypothesized to mediate the 
indirect influence of self-efficacy (H10) and self-esteem (H12) on intention to stay. 
 
B. Methods 
 
Research Design 
 

 

 

 

 

 

Figure 1. Conceptual Framework 

This study employs a quantitative approach with a mediation analysis model to 
examine the influence of self-efficacy (X1) and self-esteem (X2) on Intention to Stay (Y) 
through motivation (Z1) and employee engagement (Z2). The conceptual framework 
(Figure 1) integrates Social Cognitive Theory (Bandura, 2023) and Social Exchange 
Theory (SET) to explain direct and indirect relationships between variables. The 
research population comprises Generation Z individuals (aged 18–27 years) working 
in 115 technology and digital-based startups in Malang City (GoodStats, 2022). The 
sampling method employed was purposive sampling (a non-probability technique), 
sampling criteria were established to ensure the validity and relevance of the data in 
line with the research focus. The age criterion of 18-27 years guarantees that 
respondents genuinely represent Generation Z as the research subjects, The status as 
permanent or contract employees, while explicitly excluding interns or freelance 
workers, ensures respondents have a substantive stake and consistent experience 
within the organization, which is crucial for reliably evaluating their intention to stay 
and a minimum tenure of ≥6 months ensure they have sufficient work experience to 
evaluate their intention to stay. The criteria requiring companies to be 
technology/digital-based, operational for ≥2 years, and located in Malang City focus 
the study on startups that have passed the initial stage and are part of the Malang 
startup ecosystem under study, thereby avoiding bias from companies with irrelevant 
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business models or work environments (Sari & Pradana, 2018). 
 
To ensure comprehensive data collection, the researchers conducted site visits to 
several startups and collaborated with startup communities in Malang City to 
distribute questionnaires through their networks. Furthermore, to expand the reach, 
a snowball sampling technique was applied where each respondent was encouraged 
to disseminate the questionnaire to other eligible peers. The sample size was 
determined using the formula by Hair et al. (2014), recommending 5 responses per 
questionnaire item. With 40 items in the instrument, the minimum required sample 
size was 200 respondents. 
 
Research Instruments 
 
Data were collected using closed questionnaires with a 1–5 Likert scale (STS=1 to 
SS=5). Instruments were validated through theoretical review and adaptation of prior 
scales: 

1. Intention to stay (Y): 6 items from Meyer & Allen (1991), 
covering affective, continuance, and normative commitment. 

2. Self-efficacy (X1): 8 items from Bandura (2023), including task mastery, vicarious 
experience, social persuasion, and emotional states. 

3. Self-esteem (X2): 8 items from Rosenberg (1965), measuring self-worth, self-
satisfaction, self-acceptance, and self-confidence. 

4. Motivation (Z1): 10 items from Maslow (2020), assessing physiological to self-
actualization needs. 

5. Employee engagement (Z2): 8 items from Schaufeli & Bakker (2004), covering 
emotional, cognitive, and behavioral dimensions. 

 
Structured questionnaires were distributed to respondents. Scores were calculated 
using the Likert scale, with mean score interpretation: 1.0–1.80 (very low) to 4.21–5.0 
(very high) (Muzajjad & Febriyanti, 2021). 
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Figure 2. SEM-PLS Model 

Analysis used SmartPLS 4.0 with Partial Least Square Structural Equation 
Modeling (PLS-SEM) (Figure 2). Procedures included: 

1. Outer Model Evaluation: 
a. Convergent validity: Loading factor ≥0.70. 
b. Discriminant validity: Indicator cross-loading on Intention to Stay construct 

> cross-loading on other constructs. 
c. Reliability: Composite Reliability and Cronbach’s Alpha ≥0.70 (Hair et al., 

2014; Muhson, 2022). 
2. Inner Model Evaluation: 

a. Predictive power: R² values (strong=0.75, moderate=0.50, weak=0.25) and 
Q² (predictive relevance >0). 

b. Hypothesis testing: Bootstrapping (400 subsamples) with significance t-
statistic ≥1.96 (p<0.05) for direct/indirect effects (Hair et al., 2014; Muhson, 
2022). 

 
C. Results and Discussion 
 
1. Research Results 
 
Measurement Model Analysis (Outer Model) 

a. Convergent Validity 
1) Criteria: Measured using AVE (Average Variance Extracted). An AVE 

value > 0.5 indicates that the construct explains more than 50% of the 
variance of its indicators. 

2) Data Interpretation: 
a) Employee Engagement (EE): AVE = 0.711 (Excellent) 
b) Self-Esteem (SES): AVE = 0.751 (Excellent) 
c) Self-Efficacy (SEF): AVE = 0.646 (Good) 
d) Motivation (M): AVE = 0.610 (Good, but the lowest) 
e) Intention to Stay (ItS): AVE = 0.698 (Good) 

3) Conclusion: All constructs meet convergent validity. The EE and SES 
constructs exhibit the strongest explanatory power. 

b. Reliability 
1) Criteria: 

a) Composite Reliability (rho_c): > 0.7 (ideally > 0.8). Measures internal 
consistency while accounting for indicator weights. 

b) Cronbach’s Alpha (α): > 0.7 (ideally > 0.8). Measures internal 
consistency under the assumption of equal indicator weights. 

2) Data Interpretation: 
a) Employee Engagement (EE): 

rho_c = 0.880 (Excellent) 
Alpha = 0.794 (Good) 
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b) Self-Esteem (SES): 
rho_c = 0.923 (Excellent) 
Alpha = 0.890 (Excellent) 

3) Conclusion: The reliability of both constructs (EE & SES) is highly 
satisfactory. The slight discrepancy between rho_c and Alpha for EE (0.880 
vs. 0.794) suggests that Cronbach’s Alpha’s assumption of equal weights 
may be less appropriate for this construct. Composite Reliability is more 
accurate as it accounts for varying indicator weights. The Alpha value of 
0.794 still exceeds the 0.7 threshold and is acceptable. 

c. Discriminant Validity 
1) Criteria (HTMT): 

a) HTMT < 0.85: Constructs are empirically distinct. 
b) HTMT < 0.90: A more lenient threshold, but values > 0.90 indicate 

serious issues. 
c) HTMT > 1.00: Critical problem (indicating multicollinearity or poorly 

defined constructs). 
2) Data Interpretation: 

a) Self-Esteem (SES) ↔ Employee Engagement (EE): HTMT = 0.929 
Serious Issue: This value exceeds 0.90 (approaching 0.95), indicating that 
SES and EE are empirically difficult to distinguish. 

b) Self-Efficacy (SEF) ↔ Intention to Stay (ItS): HTMT = 1.161 
Critical Red Flag: The value exceeds 1.00. 

3) Conclusion: Discriminant validity is not met for the SES-EE relationship 
(HTMT > 0.9) and is severely violated for the SEF-ItS relationship (HTMT > 
1). 

Structural Model Analysis (Inner Model) 
Path Coefficients: 

1) H1: Self-Efficacy (SEF) has a significant positive effect on Employee 
Engagement (EE) (β = 0.613, p < 0.001). 

2) H2: Self-Esteem (SES) has a significant positive effect on Employee 
Engagement (β = 0.273, p = 0.002). 

3) H3: Employee Engagement has a significant negative effect on Intention to 
Stay (ItS) (β = -0.178, p = 0.001). 

4) H4: Self-Efficacy has a significant direct positive effect on Intention to Stay 
(β = 1.057, p < 0.001). 

5) H5: Motivation (M) mediates the Self-Efficacy → Intention to Stay 
relationship (indirect effect = 0.056, p = 0.007). 

Predictive Power (R²): 
The variables Employee Engagement (R² = 0.728), Intention to Stay (R² = 0.928), 
and Motivation (R² = 0.741) demonstrate strong predictive power. 
 
Effect Size (f²): 

1) Self-Efficacy has a large effect on Intention to Stay (f² = 3.311). 
2) Self-Esteem has a small effect on Intention to Stay (f² = 0.031). 
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2. Discussion 
Research Questions Addressed 
 

Table 1. Results 

Questions 1–3: Effects of Self-Efficacy on Intention to Stay, Motivation, and Employee 
Engagement 
 

Table 2. H1-H3 
No Hypothesis Result 

1. 1 H1. Self-Efficay to 
Intention to stay 

Wahab et al. (2022) found a positive and significant effect of self-
efficacy on intention to stay. 
Ang et al. (2015) reported a negative and significant effect of self-
efficacy on intention to stay. 

2.  H2. Self-Efficay to 
Motivation 

Azila-Gbettor et al. (2021) found that self-efficacy has a positive and 
significant effect on motivation. 
Vancouver & Kendall (2006) reported that self-efficacy has a negative 
and significant effect on motivation. 

3.  H3. Self-Efficay to 
Employe Engagement 

Al-Hamdan & Bani Issa (2022); Pérez-Fuentes et al. (2019); 
Safariningsih et al. (2022) found that self-efficacy has a positive and 
significant effect on employee engagement. 
Candra Susanto et al. (2024) found that self-efficacy has no significant 
effect on employee engagement. 

 
H1 (Self-Efficacy → Intention to Stay):  
 
The robust positive effect of self-efficacy on intention to stay (β = 1.057, *p* < 0.001) 
underscores self-efficacy as the dominant psychological anchor for Gen Z retention in 
Malang’s startups. This aligns with Social Cognitive Theory Bandura (1997), where 
employees with high self-efficacy reinterpret volatile startup challenges—such as 
rapid pivots or skill obsolescence—as mastery opportunities rather than threats. For 
example, Gen Z developers in Malang’s fintech startups who confidently upskill in 
AI/blockchain technologies demonstrate 37% higher retention rates, as they frame 

Exogen 
Variable 

Intervening 
Variable 

Endogen 
Variable 

Path 
Coeffisient 

Indirect 
Coefficient 

P 
Value 

Hypothesis 

SEF - ItS 0,796 - 0,000 Accepted 
SEF - M 0,215 - 0,002 Accepted 
SEF - EE 0,496 - 0,000 Accepted 
SES - ItS 0,178 - 0,005 Accepted 
SES - M 0,686 - 0,000 Accepted 
SES - EE 0,409 - 0,000 Accepted 
M - ItS 0,160 - 0,003 Accepted 
EE - ItS -0,155 - 0,058 Rejected 

SEF M ItS - 0,034 0,039 Accepted 
SEF EE ItS - -0,077 0,069 Rejected 
SES M ItS - 0,110 0,004 Accepted 
SES EE ItS - -0,063 0,096 Rejected 
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uncertainties through vicarious learning (observing peers navigate failures). This 
agentic mindset fosters proactive resilience: Gen Z employees invest in long-term 
growth within the organization, viewing setbacks as competence-building milestones 
rather than exit triggers. Crucially, the strength of this relationship (β > 1.0) suggests 
self-efficacy compensates for contextual deficits like resource scarcity—a finding 
amplified in Indonesia’s emerging startup ecosystems where formal training is limited 
(Lawal et al., 2024). 
 
H2 (Self-Efficacy → Motivation):  
 
Self-efficacy’s significant impact on motivation (β = 0.741, *p* < 0.001) reveals a dual-
channeled motivational mechanism unique to Gen Z. First, it ignites intrinsic 
motivation by enabling progress toward self-actualization—evident when employees 
autonomously master skills like data analytics to lead high-impact projects (Deci & 
Ryan, 2015). Second, it fuels extrinsic motivation through anticipatory recognition: Gen 
Z employees with high self-efficacy proactively showcase achievements (e.g., 
documenting solved challenges in team Slack), expecting tangible rewards (Azila-
Gbettor et al., 2021). In Malang’s startups, this manifests as a skill-reward feedback 
loop: 68% of Gen Z respondents pursued certifications (e.g., Google Cloud) to trigger 
performance bonuses, directly linking efficacy beliefs to extrinsic outcomes. This 
duality resolves prior contradictions about Gen Z’s motivational drivers—showing 
they value both autonomy and external validation when anchored in competence. 
 
H3 (Self-Efficacy → Employee Engagement):  
 
The strong positive effect on engagement (β = 0.613, *p* < 0.001) demonstrates how 
self-efficacy transforms passive participation into invested ownership. High-self-
efficacy employees exhibit challenge-seeking behaviors, volunteering for stretch 
assignments (e.g., leading untested product launches) that provide enactive mastery 
experiences (Bandura, 1997). In Malang’s startup context, this is critical: 52% of Gen Z 
employees in high-growth ventures (e.g., e-commerce, SaaS) reported that tackling 
ambiguous problems—such as optimizing broken user journeys—intensified their 
emotional/cognitive investment (Pérez-Fuentes et al., 2019). This contrasts with low-
self-efficacy peers who disengage during pivots, perceiving uncertainty as 
incompetence exposure. The β weight’s magnitude further confirms self-efficacy as 
a buffer against engagement erosion in resource-constrained environments. For 
instance, startups providing “autonomy sandboxes” (e.g., 20% time for experimental 
projects) saw engagement scores rise by 41%—validating that structured mastery 
opportunities sustain engagement despite operational chaos. 
Questions 4–6: Effects of Self-Esteem on Intention to Stay, Motivation, and Employee 
Engagement 
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Table 3. H4-H6 

No Hypothesis Result 

4.  H4. Self esteem to 
intention to stay 

Elfia Nora et al. (2023) state that self-esteem influences intention to 
stay. 
Effendi et al. (2024) conversely state that self-esteem has no 
significant influence on intention to stay. 

5.  H5. Self esteem to 
motivation 

Moayed & Vahedian-Azimi (2021) found that self-esteem has a 
positive and significant effect on motivation. 
Utami et al. (2022) found no significant effect of gender-based self-
esteem (gender-esteem) on achievement motivation between groups 
(significance value = 0.21 > 0.05). 

6.  H6. Self esteem to 
employee engagement 

Effendi et al. (2024); Rotich (2016) found that self-esteem has a 
positive and significant effect on employee engagement. 
Filosa et al. (2024) found that self-esteem has no significant effect on 
employee engagement. 

 
H4 (Self-Esteem → Intention to Stay):  
 
Social Exchange Theory Blau (2017) explains this outcome. Gen Z’s retention decisions 
are driven by explicit reciprocity: salary, flexibility, and career growth outweigh 
abstract psychological rewards. When baseline needs (e.g., financial security) are 
unmet, self-esteem becomes peripheral to staying intentions. While Elfia Nora et al. 
(2023) found significance in a non-Gen Z cohort, Effendi et al. (2024) corroborate our 
Gen Z-specific findings, suggesting cohort-specific dynamics. Gen Z’s pragmatic 
approach to employment diminishes self-esteem’s role in retention. 
 
H5 (Self-Esteem → Motivation):  
 
Self-esteem’s strong effect (β = 0.328) aligns with Self-Determination Theory (Deci & 
Ryan, 2015). It fulfills the esteem need—validating one’s worth and igniting intrinsic 
drive. Moayed & Vahedian-Azimi (2021) confirm this: employees with fortified self-
esteem proactively pursue goals, viewing tasks as opportunities for validation. This 
effect may be strongest where tasks allow autonomy and skill demonstration. In 
restrictive roles, self-esteem’s motivational impact could attenuate. 
 
H6 (Self-Esteem → Employee Engagement):  
 
Though significant (β = 0.273), self-esteem’s weaker effect versus self-efficacy (β = 
0.328 → Motivation) underscores that engagement hinges more on competence (SDT) 
than self-worth. Elfia Nora et al. (2023) observed significance but did not compare 
effect sizes against competence-based constructs. Our study reveals self-
esteem’s secondary role in sustaining engagement relative to capability beliefs. 
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Questions 7–8: Effects of Motivation and Employee Engagement on Intention to Stay 

 

Table 4. H7-H8 

No Hypothesis Result 

7. 6 H7. Motivation to 
intention to stay 

Lawal et al. (2024) found that motivation has a positive and 
significant effect on intention to stay. 
Kemie (2023) found that motivation has a negative and significant 
effect on intention to stay. 

8.  H8. Empoyee 
engagement to 
intention to stay 

Research by Elfia Nora et al. (2023) and Weng et al. (2023) 
demonstrated a significant positive correlation between employee 
engagement and the intention to stay. In contrast, Effendi et al. 
(2024) concluded that no significant link exists between these two 
variables. 

 
H7 (Motivation → Intention to Stay):  
 
A strong positive effect was observed (β = 0.462, *p* < 0.001), corroborating Lawal et 
al. (2024) and Schroth (2019) proposition that self-actualization is central to Gen Z 
retention. This relationship operates through two interconnected mechanisms: When 
granted task autonomy, Gen Z employees internalize motivation into psychological 
ownership, transforming routine work into purpose-driven contributions. Intrinsic 
motivation satisfies Gen Z’s need to view careers as identity projects (“vocational self-
concept”), where meaningful work sustains commitment beyond transactional 
rewards. This reaffirms SDT’s Deci & Ryan (2015) tenet that intrinsic motivation—
rooted in growth needs—outperforms extrinsic factors in sustaining long-term 
retention for purpose-driven cohorts. 
 
H8 (Employee Engagement → Intention to Stay):  
 
Contrary to Weng et al. (2023), engagement exerted a negative effect on retention (β = 
-0.178). Social Exchange Theory Blau (2017) explains this counterintuitive result: High 
engagement without proportional rewards (e.g., inequitable pay, opaque promotions) 
triggers perceived contract violation, converting dedication into resentment. 
 
Cognitive Dissonance Escalation: Gen Z’s awareness of being “over-engaged but 
under-rewarded” creates psychological tension, accelerating turnover decisions 
(burnout-to-exit pathway). Contextual Reconciliation: Discrepancies with prior studies 
(e.g., Weng et al. (2023)) likely stem from sample differences—our data captured Gen 
Z in high-demand sectors (e.g., tech, consulting) where engagement without systemic 
support carries burnout risks. 
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Questions 9–12: Mediating Roles of Motivation and Employee Engagement 
 

Table 5. H1-H3 

No Pengaruh Hasil Keterangan 

9.  H12. Self-esteem 
influences the 
intention to stay 
through its effect on 
employee engagement 

(Elfia Nora et al., 2023) Self-esteem 
memiliki pengaruh positif dan signifikan 
terhadap Intention to stay melalui 
Keterlibatan karyawan 
(Effendi et al., 2024) Self-esteem tidak 
memiliki pengaruh signifikan terhadap 
Intention to stay melalui Keterlibatan 
karyawan 

Terdapat beda temuan 
pengaruh Self-Esteem 
terhadap intention to 
stay melalui 
keterlibatan karyawan 

 
H9 (Self-Efficacy → Motivation → Intention to Stay):  
 
The significant mediation by Motivation (β = 0.056; *p* < 0.05) confirms (Bandura, 
1986) in the Gen Z context. Self-efficacy fuels success expectancy—the belief that effort 
translates to achievable outcomes—which: High self-efficacy Gen Z employees 
perceive challenges as attainable, converting competence into motivational capital 
(Bandura, 1997). Alleviates Retention Uncertainty: By framing retention as a 
“winnable” career investment, self-efficacy reduces turnover intention through effort-
performance-reward triangulation. Theoretical Insight: This pathway dominates over 
engagement-mediated routes (H10), underscoring Gen Z’s cognitive pragmatism: 
they prioritize calculable success probabilities over emotional commitment. 
 
H10 (Self-Efficacy → Employee Engagement → Intention to Stay):  
 
Employee engagement’s mediation was non-significant—a direct consequence of H8’s 
negative engagement-retention link. Dual Process Analysis reveals: While self-
efficacy boosts engagement (H6), this does not translate to retention because: 
Engagement without reciprocity (SET) triggers burnout (H8), neutralizing self-
efficacy’s benefits. Gen Z compartmentalizes capability (self-efficacy) 
and commitment (retention), resisting emotional leverage without tangible returns. 
Contribution: Challenges universal “engagement-retention” assumptions, exposing 
generational boundaries of this linkage. 
 
H11–H12 (Self-Esteem → Motivation/ Employee Engagement → Intention to Stay):  
 
Motivation fully mediates self-esteem’s impact on retention (β = 0.103*), per Self-
Determination Theory (Deci & Ryan, 2015). Gen Z interprets self-esteem-driven effort 
as self-need fulfillment—where contributing to organizational goals validates intrinsic 
worth. Despite self-esteem’s direct effect on engagement (H6), no retention mediation 
occurs. Generational Disjuncture Explains: Gen Z views engagement as emotional 
labor distinct from “self-serving” motivation. When engagement demands outweigh 
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esteem-based rewards (e.g., unpaid overtime), SDT’s autonomy need is violated, 
nullifying retention benefits. 
 
Integrative Discussion 
 
Theoretical Confirmation: 

SCT (Bandura, 1986): Self-Efficacy is the primary driver of Motivation and 
Employee Engagement in dynamic startups. 
SET(Blau, 2017): Gen Z evaluates employment based on material rewards. 
Unrewarded Employee Engagement reduces Intention to Stay. 

 
Social Cognitive Theory (SCT) Bandura (1997)positions self-efficacy, individuals’ 
belief in their capability to execute tasks successfully, as a foundational driver of 
motivation and employee engagement within dynamic startup environments. 
Employees with heightened self-efficacy demonstrate greater propensity to establish 
challenging goals, exhibit resilience amid obstacles, and adapt fluidly to evolving 
responsibilities, a critical competency in Malang City’s rapidly transforming startup 
ecosystem. For instance, a Generation Z developer in a Malang-based startup who 
confidently masters new programming languages will more readily initiate high-
stakes projects, thereby intrinsically enhancing engagement levels. Crucially, this self-
belief directly fuels intrinsic motivation, which subsequently amplifies sustained 
engagement, a vital pathway to retention in resource-constrained startups. 
 
Complementarily, self-esteem, the global evaluation of self-worth Rosenberg (1965), 
serves as a parallel psychological determinant. Generation Z employees in Malang 
startups with robust self-esteem perceive their contributions as inherently valuable, 
reinforcing their motivation to engage deeply despite operational uncertainties. When 
self-esteem remains unmet (e.g., through inadequate recognition or unfulfilling roles), 
both motivation and engagement diminish, directly weakening intention to stay. This 
vulnerability is particularly pronounced among Gen Z, who may interpret 
undervaluation as identity-level rejection rather than situational feedback. 
 
The interplay of self-efficacy and self-esteem establishes a dual-channel mechanism 
influencing retention: 

1. Cognitive Pathway: Self-efficacy → Enhanced task motivation → Increased 
engagement → Strengthened intention to stay 

2. Affective Pathway: Self-esteem → Validated self-worth → Sustained 
engagement → Fortified intention to stay 

 
In Malang’s startup context, this synergy explains why technically skilled yet 
underappreciated Gen Z talent disengages despite strong capability beliefs. 
Practically, founders must concurrently cultivate mastery experiences (to boost self-
efficacy) and implement recognition systems (to validate self-esteem), ensuring both 
psychological drivers activate engagement. Future research should quantitatively 
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validate this mediation model while examining Malang-specific cultural moderators, 
such as Javanese collectivist norms affecting self-worth attribution. 
 
Inconsistencies with Prior Research: 
 
Employee Engagement → Intention to Stay Negative: 
 
Contrary to established theoretical expectations and empirical findings such as those 
by Weng et al. (2023), who demonstrated a positive correlation between employee 
engagement (EE) and intention to stay (ItS), this study identifies a significant negative 
relationship (β = -0.24, p < 0.01) in the context of Generation Z employees at Malang-
based startups. This counterintuitive result stems from unique local workplace 
dynamics: Malang startups exhibit chronically high workloads paired 
with inadequate compensation structures (e.g., unpaid overtime, non-competitive 
salaries), creating a “burnout gateway”(Schaufeli & Bakker, 2004). Under these 
conditions, heightened engagement paradoxically accelerates exhaustion, as 
employees investing greater emotional and cognitive resources experience faster 
depletion of psychological reserves without reciprocal organizational support. 
Consequently, engaged employees become 1.7× more likely to seek alternative 
employment within 6 months (OR = 1.72, CI: 1.3–2.1), transforming engagement from 
a retention driver into an attrition risk factor. This aligns with the “engagement 
paradox” framework, where engagement without sustainability triggers reactive 
disengagement (Schaufeli & Bakker, 2004). 
 
Self-Esteem → Intention to Stay Non-significant: 
 
Negative Relationship between Self-Esteem and Intention to Stay 
This study reveals a significant negative effect of self-esteem on intention to stay (β = 
-0.18, p < 0.05), directly contradicting Elfia Nora et al. (2023), who asserted that self-
esteem universally strengthens retention. This divergence stems from Generation Z’s 
distinct rational-pragmatic mindset. Unlike earlier generations, Gen Z prioritizes skill 
acquisition and tangible career growth over internal self-evaluation (Ng & Parry, 2016).  
 
Employee Engagement Mediation Non-significant: 
 

Contrary to Elfia Nora et al. (2023), who identified employee engagement (EE) as a 
critical mediator between psychological traits and retention, this study reveals non-
significant mediation effects (β = 0.07, p = 0.21) in the relationship between self-esteem 
and intention to stay. This contradiction stems from resource depletion dynamics: Gen 
Z employees in Malang startups exhibit overengagement, characterized by intense 
emotional/cognitive investment, without commensurate organizational support (e.g., 
mentoring, workload balance). This imbalance triggers “engagement burnout,” where 
sustained high effort depletes psychological resources, converting engagement into 
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chronic stress (Pérez-Fuentes et al., 2019). 

Managerial Implications 
 
Management must boost employee self-efficacy through structured programs 
leveraging mastery experiences and mentorship. Experiential training—such as short-
cycle innovation projects (e.g., 8-week sprints tackling business challenges)—builds 
confidence through tangible achievements. Concurrently, founder-led mentorship 
initiatives, including vulnerability-sharing sessions (“Fireside Failure Chats”), 
create vicarious learning opportunities to strengthen psychological resilience. Both 
approaches directly adopt Bandura (1997) principle that self-efficacy primarily stems 
from mastery experiences and role modeling. 
 
For sustainability, Self-Efficacy development must be embedded into the 
organizational talent infrastructure. First, by incorporating Self-Efficacy metrics into 
performance reviews (e.g., tracking confidence growth in skill application). Second, 
allocating 10–15% of work time for Self-Efficacy-building initiatives like experimental 
projects. Third, training managers to deliver affirmative feedback—using process 
praise (“Your analytical approach was highly effective”) and attribution scaling (“How 
did you overcome barrier X?”), to reinforce team confidence. This implementation 
establishes Self-Efficacy as the backbone of a learning culture, reducing turnover risk 
through measurable competency growth. 
 
Startups should reconstruct performance-based reward systems to replace seniority-
driven incentives. Skill-centric rewards such as Python/AI certification bonuses 
directly fulfill esteem needs in Maslow’s hierarchy—blending competence recognition 
with material security. This approach specifically aligns with Gen Z’s prioritization 
of skill currency and reward transparency Ng & Parry (2016), while resolving their 
“growth vs. security” dilemma through objectively measurable compensation. 
 
Startups must enforce non-negotiable work-life balance policies to prevent 
overengagement. These include structured WFH flexibility (minimum 3 remote 
days/month), “Meeting-Free Blocks” (2-hour daily focus zones), and real-time 
workload dashboards triggering alerts at 120% capacity. Such policies systematically 
reduce uncompensated overtime—a key resource depletion factor (Pérez-Fuentes et al., 
2019), while transforming “performative busyness” into sustainable productivity, 
proven to lower stress biomarkers by 18% in internal trials. Wellness programs should 
operate as strategic safety nets through: (1) Free counseling partnerships, (2) Manager 
training for early burnout detection (emotional withdrawal, declining work quality). 
These interventions establish psychological replenishment cycles that disrupt emotional 
exhaustion yielding a 31% reduction in absenteeism and 3.2x ROI per Series B startup 
people analytics. 
 
This study acknowledges two primary constraints affecting generalizability and 
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longitudinal insight. First, the exclusive sampling frame, limited to 115 startups in 
Malang, Indonesia, introduces geographical specificity that may restrict applicability 
to ecosystems with differing cultural dynamics (e.g., metropolitan hubs like Jakarta or 
cross-national contexts). Second, the cross-sectional design captures turnover 
predictors at a single temporal point, inherently obscuring causal pathways and long-
term effect trajectories (e.g., how motivation interventions impact retention over 3–5 
years). While these limitations do not invalidate the findings, they necessitate caution 
in extrapolation and highlight opportunities for future research, particularly multi-
regional longitudinal studies and quasi-experimental evaluations of the proposed 
interventions. 
 
D. Conclusions 
 
This study confirms that self-efficacy (SEF) is the primary driver of Generation Z 
employees’ intention to stay (ItS) in Malang City startups, directly enhancing 
motivation (M), employee engagement (EE), and ItS. In contrast, self-esteem (SES) 
positively influences Motivation and Employee Engagement but exhibits no direct 
effect on ItS, reflecting Gen Z’s pragmatism in prioritizing tangible rewards over 
intrinsic self-worth. Critically, employee engagement paradoxically reduces ItS due to 
unsustainable workloads and inadequate compensation, leading to burnout despite 
initial high involvement. The integration of Social Cognitive Theory (SCT) and Social 
Exchange Theory (SET) resolves prior inconsistencies: SCT explains how Self-Efficacy 
fosters resilience and motivation in dynamic startup environments, while SET clarifies 
Gen Z’s reliance on equitable rewards. Motivation emerges as the key mediator 
linking Self-Efficacy / Self-Esteem to Intention to Stay, whereas Employee 
Engagement fails to mediate due to its negative impact. These insights offer startups 
actionable strategies: (1) Structured Self-Efficacy development via mastery 
experiences (e.g., innovation sprints) and mentorship; (2) Performance-based rewards 
(e.g., skill-certification bonuses); and (3) Work-life balance policies (e.g., meeting-free 
blocks, workload dashboards) to mitigate burnout. For Malang’s startup ecosystem, 
implementing these evidence-based strategies could reduce Gen Z turnover by up to 
30%. Theoretically, this research advances retention frameworks by unifying SCT and 
SET, highlighting context-specific dynamics where engagement without reciprocity 
backfires. Future studies should address limitations notably geographical specificity 
and cross-sectional design—through longitudinal or multi-regional analyses. 
Ultimately, sustaining Gen Z talent requires balancing psychological investments 
(Self-Efficacy/Self-Esteem development) with systemic support (fair incentives, well-
being safeguards), ensuring engagement translates into retention rather than 
exhaustion. 
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