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PERCEIVED RISK AND ORGANIZATIONAL COMMITMENT:
THE MODERATING ROLE OF ORGANIZATIONAL TRUST
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Perceived risk in employment and organizational trust were integrated into the development
of organizational commitment, based on key factors in the social exchange process. The
results show that perceived risk in employment correlated negatively with organizational
trust and organizational commitment, and that organizational trust correlated positively
with organizational commitment. Moreover, organizational trust acted as a partial mediator
between perceived risk in employment and organizational commitment.
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Organizational commitment refers to the employee’s positive attitude towards,
and psychological attachment to, the organization (Mowday, Steers, & Porter,
1979). The formation of organizational commitment implies the forging of a
fixed, psychological bond between an employee and the organization.

When an employee-organization relationship is established, the employee
trades his or her labor for the organization’s wage payment, and his or her
organizational commitment for the organization’s care and support. In turn, the
organization expands and develops through the employee’s hard work. This
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employee-organization interdependence signals the formation of a social
exchange relationship (Rhoades & Eisenberger, 2002).

Researchers have described organizational commitment as being based
on two types of social exchange relationships: economic and affective. An
organizational commitment based on an economic exchange relationship is,
in essence, a mechanism to avoid risk, because the employee prefers a stable
exchange relationship to a temporary one, primarily to reduce uncertainties.
Continuance commitment develops based on economic exchange relationships.
Organizational commitment can also be established based on a noneconomic
exchange relationship, because the affective bond between the employee and
the organization gradually grows into long-term successful exchanges. Affective
and normative commitments are formed based on noneconomic exchange
relationships (Hornung & Glaser, 2010). Economists focus their attention on
the risks of economic exchange relationships, whereas psychologists direct
their attention to the trust and commitment involved in noneconomic exchange
relationships. However, over the years, more researchers have integrated their
investigations into the two relationship types.

Organizational commitment has been studied in the framework of an em-
ployee-organization social exchange relationship. In several studies researchers
have incorporated social exchange factors into their models, for example,
the role of reciprocation in the formation of a psychological contract and its
effects on the employee’s organizational commitment (Dabos & Rousseau,
2004); the effects of the respective degrees of responsibility of the employee
and the organization, and also their balance, on the employee’s organizational
commitment (Shore & Barksdale, 1998); the effects of organizational support
and justice on organizational commitment (Eisenberger, Huntington, Hutchison,
& Sowa, 1986); and the mediating role of organizational trust in relation to
the employee’s perceived organizational support and his or her organizational
commitment (Chen, Aryee, & Lee, 2005). However, no study has been conducted
in which the key variables in the social exchange process, that is, perceived
risk in employment and organizational trust, were examined simultaneously in
relation to organizational commitment.

Therefore, we have synthesized the findings in past research in economics
and psychology to establish a model of how organizational commitment is
formed based on the social exchange process. More specifically, we integrated
the two key factors in this process, that is, perceived risk in employment and
organizational trust, into a model to examine the formation and development of
organizational commitment.
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Research Hypotheses

Social exchange relationships involve uncertainties and risks, regardless of
their nature and effects (Molm, Takahashi, & Peterson, 2000). According to
Slovic’s viewpoint, risk perception refers to the decision maker’s assessment of
the risks involved in a specific situation, including the individual’s understanding
of the risk situation, the possibility of controlling risks, and the individual’s
confidence in his or her assessments (Slovic, 1987). Therefore, risk perception is
the starting point of social exchanges.

In this study, perceived risk in employment is defined as an employee’s
perception of various risks facing his or her career development as well as
physical and mental health in the organization. Specifically, the employee
assesses the uncertainties of the rewards and disadvantages of staying in the
organization, and if the rewards exceed the disadvantages, the employee accepts
the exchange relationship.

A direct examination of the relationship between perceived risk and
organizational commitment has been conducted in only a limited number of
studies. However, a few researchers have attempted to explain this relationship
indirectly. For example, Molm et al. (2000) found that the employees’ perception
of risks of rewards affected their behavioral and affective commitment. In another
study conducted with employees at a nuclear power plant, Kivimiki, Kalimo,
and Salminen (1995) examined the relationships between their perceived risk,
organizational commitment, and satisfaction. They found that employees’
perceived risks related to the plant significantly affected their organizational
commitment. Therefore, we proposed the following hypothesis:

Hypothesis 1: Employee perceived risk in employment will negatively correlate
with affective, continuance, and normative commitment.

Trust can be defined as an individual’s belief in cooperative partners after a
rational analysis and acceptance of certain risks (Das & Teng, 2004). Numerous
theories on trust are based on the social exchange theory, suggesting that trust
forms through repeated exchange of interests between two entities, or through the
interaction of people’s values, attitudes, and emotions (Jones & George, 1998).

In this study, organizational trust is defined as an employee’s belief that the
organization will act as he or she has anticipated. Organizational trust signifies
the employees’ faith in the organization’s sincerity, goodwill, and credibility, as
well as their belief that the leaders of the organization are reliable and honest in
their exchanges (Robinson, 1996).

Organizational trust and organizational commitment are closely related
concepts. In numerous studies researchers have reported that organizational trust
and organizational commitment are positively correlated, and that organizational
trust is a major predictive variable of organizational commitment (Aryee,
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Budhwar, & Chen, 2002; Liou, 1995). Organizational trust has also been
identified as one of the key antecedents of organizational commitment, and a
high level of organizational trust has been found to result in a correspondingly
high level of organizational commitment (Song, Kim, & Kolb, 2009). These
findings provide a foundation for integrating organizational trust into the
formation of organizational commitment. Accordingly, the following hypothesis
was proposed:

Hypothesis 2: Employee organizational trust will positively correlate with
affective, continuance, and normative commitment.

It is suggested in social exchange theory that people do not generally expect
other parties to be trustworthy when no monitoring body supervises behavior
and when little knowledge of potential trading partners is available (Holmes &
Rempel, 1989). Under these conditions, rational people engage in exchanges
of minimal frequency and value, which increase with the development of
understanding and trust (Sheppard & Sherman, 1998). In this study, we discussed
the relationships between perceived risk in employment, organizational trust, and
organizational commitment on the basis of relevant theories.

Firstly, perceived risk affects trust because trust becomes necessary only in
risky situations. In numerous studies, researchers have suggested that trust refers
to the individual’s positive expectations of others’ motives in risky situations, and
that different types of risks result in different trust-forming mechanisms (Das &
Teng, 2004).

Secondly, from the perspective of a trust decision, risk is the core of trust
development because people undergo a series of risks to establish trust (Holmes
& Rempel, 1989). Results in extensive research on risk and trust have highlighted
the fact that choosing to trust implies taking a risk, that is, a perceived risk that
directly and indirectly affects decision making (Cook et al., 2005). In addition,
in literature on the relationships between risk perception, trust, and commitment
in individual-individual and organization-organization cooperation, researchers
have demonstrated that trust tends to act as a mediator between perceived
risk and commitment or cooperation (Das & Teng, 1998; Molm et al., 2000).
Accordingly, we proposed the following hypotheses:

Hypothesis 3a: Employee perceived risk in employment will negatively correlate
with employee organizational trust.

Hypothesis 3b: Employee organizational trust will act as a mediator between
employee perceived risk in employment and affective, continuance, and
normative commitment.

General Method

In Study 1, the lack of an existing suitable scale for perceived risk in
employment led to the conducting of in-depth interviews to collect and
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summarize the possible risks that emerge when employees establish and maintain
an exchange relationship with their organization. We compiled a scale based on
the interview results to measure perceived risk in employment and conducted two
pilot studies to test the reliability and validity of the scale.

In Study 2, we conducted a survey of 958 employees working in five large
hospitals in Southern China. We used structural equation modeling (SEM) to
explore the relationships between perceived risk in employment, organizational
trust, and organizational commitment.

Study 1

Procedure

We conducted in-depth interviews based on the literature review with 48
Master of Business Administration (MBA) students. Each interviewee identified
the types of risks he or she considered when establishing or maintaining a
relationship with an organization. The interviewees enumerated their answers,
which were then encoded into computers. The interview analysis proceeded as
follows:

Professors and doctoral candidates majoring in management were divided into
two groups of three members each. Each group discussed the interview results
using qualitative material analysis (Post & Andrews, 1982) and categorized
the types of, and reasons for, perceived risk that employees consider when
establishing and maintaining a relationship with their respective organizations.
During the discussion, at least two people had to name the same perceived risk to
classify any specific response as either a perception of a valid type of, or reason
for a, risk.

When all relevant material had been gathered from the discussion, the risks that
employees could face in the employee-organization relationship were listed, as
well as typical descriptions of each risk type.

The discussion results of the two groups were then compared, and a preliminary
questionnaire was created with 10 major risks listed by both groups selected as
assessment items.

Reliability and Validity Test

We conducted two pilot surveys to test the reliability and validity of the scale
for perceived risk in employment. For the first survey, of the 120 questionnaires
that were distributed among three MBA classes, 99 valid questionnaires (82.5%)
were returned.

Exploratory factor analysis (EFA) determined that the 10 assessment items
could be divided into two factors, but as two items weighed similarly on both
factors these were discarded. The remaining eight items explained 62.57%
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of the total variance and were equally divided between two factors of career
development-related risks and physical and mental health-related risks. Career
development-related risks included a lack of development opportunities within
the organization and the possibility of dismissal, and physical and mental
health-related risks included damage to physical and mental health and damaging
emotional influence by other people. The relationship between the two factors
was 0.50 (p < .01), and the internal consistency coefficient of the scale was .83.

For the second pilot survey, of the 300 questionnaires that were distributed
among 10 companies, 245 valid questionnaires (81.7%) were returned.
Confirmatory factor analysis (CFA) determined that % (19) = 39.74; and root
mean square error of approximation (RMSEA), goodness of fit index (GFI),
normed fit index (NFI), and comparative fit index (CFI) were as follows:
RMSEA = .067, GFI = .96, NFI = .97, and CFI = .98, indicating an acceptable
fit. The relationship between the two factors was 0.65 (p < .01) and the internal
consistency coefficient of the scale was .85.

Table 1. Results of Exploratory Factor Analysis

Items Factor 1~ Factor 2
Rare opportunity for career development 13 .80
Complicates employee’s relationships with others in the organization 42 .66
Endangers employee’s job or even causes individual to be dismissed -.04 .66
Employee’s work does not gain recognition from his/her leaders .38 .68
Hurts employee’s physical and psychological health 78 29
Employee’s emotions and moods are seriously affected .69 33
Employee is depressed by failure to fulfill the organization’s requirements .83 21
Employee finds it is impossible to achieve work-life balance .83 -.10

Table 2. Results of Confirmatory Factor Analysis

Items Factor 1 Factor 2

Rare opportunity for career development 45

Complicates employee’s relationships with others in the organization .65

Endangers employee’s job or even causes individual to be dismissed 72

Employee’s work does not gain recognition from his/her leaders .70

Hurts employee’s physical and psychological health .70

Employee’s emotions and moods are seriously affected 74

Employee is depressed by failure to fulfill the organization’s requirements .76

Employee finds it impossible to achieve work-life balance .69
Study 2

Sample

Participants were employees at five hospitals in Southern China. To encourage
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truthful responses, we sent each employee a questionnaire form with an envelope.
Respondents filled out the form and placed it in the envelope, which was sealed
and then placed in mailboxes that the researcher had set up in advance. It was
also explained on the questionnaire form that the survey results were to be used
to analyze the general situation and that no specific personal information would
be disclosed.

We distributed 1,250 questionnaire forms and 1,012 (80.96%) were returned,
of which 958 (94.66%) were valid. Among the valid forms, questionnaires from
married respondents accounted for 70%, and those from female respondents
accounted for 72.2%.

The ages of the respondents ranged from 21 years to over 50 years. Those in
the age bracket of 21 to 30 years accounted for 41.6%; those aged between 31
and 40 years made up 37.9%; there were 16.1% in the age bracket of 41 to 50
years; and people over 50 years comprised 4.4% of the sample. The percentages
of respondents in terms of educational background were: highest educational
qualification of junior school and below (0.4%); high school or secondary school
(11.9%); junior college (30%); bachelor’s degree (37.8%); and master’s degree
or higher qualification (19.9%). The respondents were divided into length of
employment at the hospital: those with tenure of less than two years (20.1%),
from three to five years (16%), from six to 10 years (24.4%), and more than 10
years (39.5%).

Measures

As the organizational trust scale and organizational commitment scale were
developed in the Western cultural context, revised versions were made by several
scholars with a doctorate in management. Several items were deleted and some
were revised to help our Chinese respondents understand the questions. A 7-point
Likert scale was used for the entire questionnaire. In the scale for perceived risk
in employment, 1 = extremely low possibility of risk and 7 = extremely high
possibility of risk. In other scales, 1 = strongly disagree and 7 = strongly agree.

Perceived risk in employment. As already described, this scale was developed
by the authors from the interviews conducted for Study 1. The scale for perceived
risk in employment contained eight items. The internal consistency coefficient
of the scale was .85. The relationship between the two dimensions was highly
correlated (y = 0.64, p < .01), and thus the two dimensions were aggregated into
a single score.

Organizational trust. To measure organizational trust we used the scale used
by Robinson (1996). This scale has seven items, and the internal consistency
coefficient of the scale was .76.

Organizational commitment. The three dimensions of organizational
commitment were measured based on the positively scored items of the



236 PERCEIVED RISK AND ORGANIZATIONAL COMMITMENT

questionnaire developed by Mowday et al. (1979), and also the continuance
and normative commitment scales developed by Meyer and Allen (1991). Liu
(2005) verified that these scales demonstrate a high degree of reliability and
validity in the Chinese context. In total, there were 12 items in the organizational
commitment section of our questionnaire, with four items in each of the three
dimensions. The internal consistency coefficients of the affective commitment
scale, continuance commitment scale, and normative commitment scale were .95,
.83, and .87, respectively.

Common Method Variance and Collinearity Test

In the questionnaire we used a self-report inventory for all variables provided
by each of the respondents, although reverse description was provided on some
items and different instructions were used for different scales as precautionary
measures to avoid common method variance. Common method variance analysis
and a collinearity test were conducted.

Harman’s single-factor test determined that the first factor explained 31.18%
of the total variance, not accounting for the majority. The collinearity analysis
demonstrated that the variance inflation factors of the variables were less than
two. Therefore, no significant collinearity or common method variance was
found to exist among all variables (Podsakoff, MacKenzie, Lee, & Podsakoff,
2003).

The validity of the scales was more rigorously tested by conducting a
second-order CFA of all the study variables. In Model 1, all variables were
confirmed to be composed of one higher factor. In Model 2, organizational trust,
organizational commitment, and perceived risk in employment were confirmed to
be composed of three higher factors. In Model 3, perceived risk in employment,
organizational trust, affective commitment, continuance commitment, and
normative commitment were confirmed to be composed of five higher factors.
The results indicated that Model 3 had the best fit among the three models.

Table 3. Results of Second-Order Confirmatory Factor Analysis

Model x2 df RMSEA GFI NFI CFI
1 2948.93 65 24 64 74 75
2 1388.58 62 .15 .83 .88 .88
3 223.93 55 .06 .96 .98 .99
Results

Table 4 shows the descriptions and correlations of the analyzed variables.
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Table 4. Means, Standard Deviations, and Correlation Coefficients of the Variables

Variables M SD 1 2 3 4
Perceived risk 3.36 1.22

Organizational trust 4.39 1.13 -.447

Affective commitment 4.34 1.70 -38" .59**

Continuance commitment 4.06 1.47 -.01 .16% 417

Normative commitment 3.94 1.56 -.28% AT 66 447

Note. ™ p < .05, p <.01, N = 958.

The results indicated that perceived risk in employment was correlated
negatively with organizational trust, affective commitment, and normative
commitment and that organizational trust was correlated positively with
affective, continuance, and normative commitment. Therefore, H1, H2, and H3a
were supported.

The mediating role of organizational trust in the relationship between risk
perception in employment and organizational commitment was examined using
SEM. For the partial mediation model, X2 (df = 52) = 129.29, RMSEA = .039,
GFI = .98, NFI = .99, and CFI = .99. For the complete mediation model, xz (df =
54) = 145.17, RMSEA = .042, GFI = .98, NFI = .99, and CFI = .99. %* (Adf = 2)
= 15.88, p < .01. Thus, the partial mediation model was found to be a better fit.

The results of the partial mediation model indicated that perceived risk in
employment negatively influenced organizational trust (y,, = -0.53, p < .01),
affective commitment (y,, = -0.15, p < .01), and normative commitment (y,, =
-0.09, p < .05). Organizational trust positively influenced affective commitment
(B,; =0.58, p <.01), continuance commitment (35, = 0.21, p <.01), and normative
commitment (3,, = 0.50, p < .01). Therefore, H3b was partially supported.

Affective commitment

Perceived risk Organizational trust

Continuance commitment

Normative commitment

Figure 1. Partial mediation model.
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Discussion

The results showed that perceived risk in employment had a significant negative
correlation with organizational trust, and with both affective and normative
commitment, but not with continuance commitment; that organizational trust
had a significant positive correlation with affective, continuance, and normative
commitment; and that organizational trust acted as a partial mediator between
perceived risk in employment and affective and normative commitment.

The lack of a significant correlation between perceived risk in employment
and continuance commitment as shown in the results may have been influenced
by the structure of the continuance commitment scale. Researchers have shown
that the continuance commitment scale of Meyer and Allen (1991) can be divided
into two dimensions: lack of job opportunities and losses caused by quitting. In
many cases, the correlations found between lack of job opportunities and other
variables and between losses caused by quitting and other variables have been
in opposing directions. When continuance commitment is treated as a variable,
its correlation with other variables has been found not to be significant (Meyer,
Stanley, Herscovitch, & Topolnytsky, 2002). More specific results may be
achieved if continuance commitment is segmented into two dimensions in future
studies.

From a theoretical perspective, in this study we improved the possibility of
constructing a common mechanism of organizational commitment development
by starting from the most fundamental characteristics, all of which are formed in
social exchange.

In practice, our findings are also a useful guide for managers. If organizations
set out to sustain a positive, long-term relationship with their employees, the
managers need to earn employees’ trust. In an increasingly competitive society,
organizations encounter numerous risks and uncertainties. Employees’ trust
in their organization will assist in sustaining organizational development. Our
findings showing the correlation between organizational trust and perceived
risk in employment indicated that organizations should focus on and control
employees’ work-related risk to create an effective working atmosphere and
maintain a trust relationship with their employees.

There are several limitations in this study. The five organizations from which
we drew our sample were large-scale hospitals, which can, therefore, represent
the medical industry. However, further studies are needed to ascertain whether or
not our results also apply to other industries. The cross-sectional design is also a
limitation. The data on all variables were collected simultaneously, but the items
related to risk perception, organizational trust, and organizational commitment
were formed and developed during a gradual process. Therefore, a time-lag
effect is probable. Accordingly, testing the correlations among the variables with
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a longitudinal design is necessary in future studies. Finally, the common method
variance of the data confers certain limitations. The data on the independent,
mediator, and dependent variables were obtained from the same source. Although
the analysis indicated that there was no significant common method variance, in
future studies researchers could collect data through various channels.
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