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Abstract 
It is evident from research that Generation-Y constitutes a large proportion in the work force across the globe and 
hence it is a great challenge to organisations to attract and retain their Gen-Y employees. Various studies have 
highlighted that the knowledge of organisational commitment is crucial to organisations in developing their long-
term performance and growth. This study aims to explore the determinants of organisational commitment among 
the Generation-Y who are employed in Malaysian SMEs (Johor Bahru, Selangor and Kuala Lumpur). The data 
was collected from 200 Gen-Y employees. Variables such as pay and benefits, training, leadership style, 
organisational culture and job satisfaction using multiple regression revealed that all variables had significant 
relationship with organisational commitment. Theoretical and practical implications are discussed based on the 
findings. The study also highlighted recommendations for future research. 
Keywords: Organisational Commitment, Gen-Y, SMEs, Malaysia 
1. Introduction 
According to Kong (2015) Gen-Y will occupy 75% of the global workforce by the year 2025. Similarly, in the 
Malaysian context it is evident that the total population of Gen-Y is approximately 15 million (Figure1, Department 
of Statistics, Malaysia 2016). In other words, Gen-Y progressively make up a larger proportion of the workforce 
in Malaysia (Lau,2015). Thus, the study has identified a need to explore the determinants of organisational 
commitment among Gen-Yemployees in the SMEs since the commitment and contribution of employees are 
crucial for the growth of SMEs as well as their contribution to the nation’s economy. Organisational commitment 
refers to the bond between employees and their organisation, which implies that the employees who fit in their 
positions, clearly understand their roles and responsibilities, and therefore able to assist the organisation to 
accomplish its goals (Werf, 2014). Besides, it can also be defined as an individual’s sense of belonging towards 
organisation and willingness to remain in the organisation (Recep, Mahmut, Murat, 2010; Fornes and Rocco, 2014).  

 
Figure 1. Population Distribution by Age Groups (000) Source: Department of Statistics, Malaysia 2016 
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Figure 2 below indicates the statistics made by the U.S. Census Bureau, which highlights that by year 2025, 
Generation Y and its successors will comprise more than half of the global population and 75% of the workforce 
(Bovis, Cardoso, Wright & Gott, n.d.). In addition to this, Dr Karie Willyerd, the co-author of the 2020 Workforce 
– How Innovative Companies Attract, Develop and Keep Tomorrow’s Employees Today, shares that by 2015, over 
50% of the workforce in Malaysia will comprise of Generation Y workers (“Meet the needs,” 2012) as cited in 
Lim (2014).  

 
 Figure 2. Generation Y in the Global Workforce 

Source: Adapted from https://www.atkearney.com 
 
1.1 Definition of SME 
The definition of SME (Figure 3) was revised in the year 2013 and was endorsed by the National SME 
Development Council (NSDC). According to this definition, the SMEs include all sectors such as agriculture, 
construction, manufacturing, mining and quarrying and services. The two main criteria that determines the 
definition are the sales turnover and the total number of full time employees employed by the SMEs.  
For instance, in the case of manufacturing sector the SMEs are firms that are expected to achieve a maximum sales 
turnover not exceeding RM 50 million and such SMEs expected to have at least 20 full time employees. Similarly, 
in the case of services and all other sectors the definition of SME includes firms with a sales turnover of about 
RM20 million and at least 75 full time employees (http://www.smecorp.gov.my). 

 
Figure 3. Definition of SME, Source: http://www.smecorp.gov.my 

 
In Malaysia,98.5% of the business establishments are SMEs and they are the backbone of the nation’s economy. 
The study has selected SMEs since it is one of the major sectors in Malaysia that contributed around 36.65 to 
GDP ,18.6% to exports and offered 65.3% employment opportunities in the year 2016 (Figure 4). Thus, the study 
has identified a need to explore the determinants of organisational commitment among Gen-Y in the SMEs since 
the commitment and contribution of the employees are crucial for the growth of SMEs as well as their contribution 
to the nation’s economy. 
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Figure 4. Contribution of SMEs in the year 2016, Source: http://www.smecorp.gov.my 

 
1.2 Problem Statement 
Organisational commitment among employees is a vital issue all around the world. Thus, lack of organisational 
commitment could lead to severe impact toward organization, especially the bottom line. This is supported by Osa 
and Amos (2014) as the authors pointed out that low organisational commitment could lead to workforce turnover, 
poor quality of work, and absenteeism. All of these issues incur a cost toward the organization. Thus, a study is 
needed to identify the factors affecting organization commitment. Besides, as Gen-Y is continuously entering the 
workforce, they will soon become the key contributors to the global workforce. However, research has highlighted 
that employers always claim that they are facing challenges in managing Gen-Y due to their unique individual 
characteristics (Gurchiek, 2009). Hence, it is vital to figure out the factors in building organisational commitment 
among Gen -Y that directly affects their career advancement as well as the organisational profitability. Moreover, 
it is relatively common that there would be difference between employees’ expectations and organisations’ offers. 
This not only affects the employment relationship but also the psychological contract (Turnley, et al, 2003). Thus, 
the expectation gap emerges and directly influences the decision of both parties in recruitment and turnover. 
Therefore, this study aims to determine the relationship between organisational commitment and pay and benefits, 
training, job satisfaction, organisational culture and leadership style in the Malaysian SMEs.  
2. Literature Review 
Generation -Y, also known as Millennials, refers to individuals born between year 1980 and 2000 (Waterworth, 
2013; Lynos (2016). The characteristics of Gen-Y are described by various authors such as Comeau et al., (2013) 
who stated that Generation -Y employees usually lack loyalty and frequently quit their careers. The most crucial 
element that affects Gen-Y is the growth of technology which determines their work methods, pace of innovation 
and creativity (Gursoy, Maier & Chi, 2008; Cennamo et al., 2008; Shaw et al., 2008; Lim,2014). Most Gen-Y 
employees are highly capable of performing multitasking (Gursoy et al., 2008), however, they demand a high 
degree of work life balance (Broadridge, Maxwell & Ogden, 2007). 
Allen and Meyer (1990) had proposed a model of organisational commitment that included three elements. The 
first element is the affective component, which refers to the employees’ emotional attachment to, identification 
with, and involvement with the organization. Next, is the continuance component, which refers to the perception 
of cost related decision to leave the organization. Finally, the normative component, which defines the employees’ 
sense of obligation to stay in the organization. Organisational commitment is a vital tool to predict employees’ 
attitude to the organization and it also assist orgnaisations in understanding and forecasting employees’turnover, 
withdrawal tendency and organisational citizenship behavior (Sinclair and Wright, 2005; Ghosh and Swamy ,2014).  
According to Ghosh and Swamy (2014) “Organisational commitment is multi-faceted and hence needs to take into 
cognizance the organization and also an individual’s perspective. Since commitment has both attitudinal and 
behavioural implications, it is paramount to come out with a proposition which tries to delve deeper into the psyche 
of individuals and their interactions with their organisation.” 
Pay and benefits includes any direct and indirect financial payment to the employee according to the employment 
agreement; while it also includes benefits, which is referred to the non-financial form to the base salary with the 
purpose to enhance an employee’s quality of life (Nazir, 2010). This is supported by Heathfield (2016) who shared 
the similar point of view and state that compensation and benefit are both monetary and non-monetary items 
provided by the employers to their employees in exchange for their services. In other words, it can be also regarded 
as a reward by the organisation in order to recognise worker’s contribution and performance (Huynh, 2012). Pay 
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and benefits is one of the important factor that affect organization commitment, as it directly or indirectly affects 
employees’ attitude towards work (Anvari, Amin, Ahmah, Seliman, & Garmsari, 2011).  
Chand (2016) and Armstrong (2001) defined training as activities of learning and teaching with the main objective 
of strengthening an employee’s skills, knowledge, and capabilities required to perform a particular job. Biech 
(2015), further explained that training is a transformation process, which requires employees to change, in order 
to acquire new skill, latest knowledge and positive attitude. Aziri (2011) defined job satisfaction “as a combination 
of internal and external factors that results in satisfaction among employees in terms of their roles and 
responsibilities at work. Whereas Molla (2015) described job satisfaction as a set of positive and negative attitude 
associated with the employee’s work behaviour. Taub (2015) indicated that job satisfaction represents the 
enjoyment that employees perceive the most in their position, roles, and responsibilities. 
Organisational culture refers to the philosophy, belief, attitude, practices and behaviour that defines an organization 
(Rick, 2015). Similarly, Sun (2008) stated that organisational culture is the combination of values and beliefs that 
make up a unique social and psychological internal environment within an organization. Steen (2010) shared a 
similar viewpoint and described organisational culture as a “glue” which connect the people in the organization 
with the shared values and beliefs. In a simple term, organisational culture refers to the ways how employees 
perform their work (Martin, 2006). Helmrich (2016) define leadership as the ability or power to influences others. 
This is agreed by Taylor (2016), who stated that leadership is the ability to gild people towards the right direction 
with effective management skills. Huynh (2015) stated that leadership is an individual behaviour that directs a 
group of employees toward the same goal. Kruse (2013) make a clear-cut explanation that leader is someone who 
has voluntary followers. 
3. Research Methodology 
The study adopted a quantitative research methodology due to its nature and objective. The main purpose of this 
study is to determine the relationship between organisational commitment of Gen-Y employees (dependent 
variable) and Pay and benefits, job satisfaction, organisational culture, training and leadership style (independent 
variables). Data for the study was collected using a self-administered questionnaire. The development of the 
questionnaire was based on four previous studies by Huynh (2015), Newman, Thanacoody, Hui (2014), Alvi et al., 
(2014), and Griffith (2013). 200 Gen-Y employees working in various sectors from the regions of Johor Bahru, 
Selangor and Kuala Lumpur were involved in this study since these areas have the maximum number of SMEs. 
Figure 5 below indicates the overview of SMEs in Malaysia by state. The study used non-probability technique 
since the elements of the populations do not have any specific chance or a reason to be selected (Sekaran and 
Bougie, 2013). Convenience sampling was adopted since it is easier and efficient way to gather responses.  

 
Figure 5. Overview of SMEs in Malaysia by State. Source: Economic Census 2016, Department of Statistics 

Malaysia (http://www.smecorp.gov.my) 
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4. Results and Discussion 
The total response collected was 200. All the questions were tested to be reliable and valid. The reliability value 
was all above 0. 70. The respondents are mainly from the age group of 25-29 years (70%), while those in the age 
group of between 20-24 is around 20.%. Those between the age group of 30-34 is around 10%. Around 50% of 
the respondents are female. In terms of race distribution, majority of them are Chinese (45.5%), followed by 
Malays (30.5%), Indians (21%) and others (3%). Most of the respondents are educated at degree level (58%), 
followed by diploma (26.5%), postgraduate (4%) and SPM (8. 5%).In terms of pay most of the respondents earned 
a monthly salary between RM3000-3999 (48%), followed by RM2000-2999 (38.5%), RM1000-1999 (7.5%) and 
some exceeded RM4000 (6%) 
Next the correlation analysis was conducted to test the relationship between the factors (pay and benefits, job 
satisfaction, organisational culture, training and leadership style) and organisational commitment. The result is 
presented in Table 1. The highest correlation value is for leadership style (r= 0.881), followed by the organisational 
culture (r= 0.863), pay and benefits (r= 0.861) and training (r= 0.847). The lowest value is the job satisfaction, (r= 
0.803). All of the five independent variables have positive relationship with organisational commitment at 0.000 
significance level. Therefore, this means that pay and benefits, training, organisational culture, job satisfaction and 
leadership style have a significant relationship with organisational commitment. 
 
Table 1. Results of Correlation Analysis 

  r sig 
Pay and Benefits (PA) 0.861** 0.000
Training (TN) 0.847** 0.000
Job Satisfaction (JS) 0.803** 0.000
Organisational Culture (OCU) 0.863** 0.000
Leadership Style(LS) 0.881** 0.000

 
Next, multiple regression analysis is done to identify the predictors of organisational commitment. Table 2 presents 
the multiple regression analysis results. The r square value is 0.937which indicates that 93.7% of the variation 
within the dependent variable is explainable by the variation in the five independent variables. Furthermore, the F 
value is 279.499 and the p value is 0.000 (p<0.05) Therefore, it means that at least one of the independent variables 
predicts the dependent variable. The coefficient analysis result is presented in Table 3. The significant value 
showed that all of the factors have p value of below 0.05. This means that all the factors are predictors. The highest 
beta value is for leadership style (B= 0.357). This indicates that leadership style is the most significant influential 
factor on organisational commitment of Generation -Y. This is followed by organisational culture (B= 0.234), 
training (B= 0.220), pay and benefits (B= 0.201) and the lowest is for job satisfaction (B= 0.120; p<0.05). 
Five factors were tested to identify which contributes to the organisational commitment of Gen-Y and the finding 
reveals all the factors tested are contributors. Pay and benefits is important to employees especially Gen-Y since 
they are more competent, innovative and creative. Most Gen-Y are highly capable of performing multitasking; 
hence they look for jobs that are highly challenging and impressive. They demand for competitive pay and benefits, 
attractive benefits, flexible working hours, high degree of work life balance, career advancement; hence they 
switch jobs frequently. Organisations must have effective human resource strategies to attract and retain these Gen-
Y employees. Hence, pay and benefits is found to contribute to organisational commitment. This finding is 
supported by Adeniji & Osibanjo (2012), Lumley, E., et al. (2011), Huynh (2015) and Ju et al., (2008).  
 
Table 2. Multiple Regression Analysis 

R R Square Std. Error of the Estimate f sig 
.937a .878 .26594 279.499 0.000 
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Table 3. Coefficient Table 
 Standard Coefficients  Std Coefficient  t Sig 
 B Std Error Beta -5.629 0.000 
Constant -.704 .125    
PA .231 .050 .201 4.102 0.000 
TN .244 .059 .220 4.162 0.000 
JS .157 .057 .120 2.740 0.000 
OCU .292 .063 .234 4.633 0.000 
LS .416 .059 .357 7.020 0.000 

Model equation of the study Y=-704+.231PA+.244TN+.157JS+.292OCU+.416LS +ERROR. 
 
Training is also found to contribute to the organisational commitment of Generation -Y. This finding is supported 
by Hurtz & Williams (2009), Kraimer et al., (2011), Kim (2012). The availability of continuous training, 
motivation to learn, training environment and the potential benefits of training are all considered to be significantly 
relevant to improve organisational commitment among Gen-Ys. Moreover, training influences attitude towards 
work and also assist in enhancing job performance and skill development (Wood and De Menezes, 1998, Chew 
and Chan, 2007). Therefore, employers who are so desirous of enhancing organisational commitment among their 
Gen-Y employees should pay more attention to training. Training enhances specific job skills and helps accomplish 
specific goals. Thus, training is positively associated with organsational commitment. This is supported by 
previous studies such as (Ansari et al, 2000; Bashir and Choi,2015; Bulut and Culha, 2010). Next, job satisfaction 
is also influencing organisational commitment. This is because job satisfaction is the vital element to be committed 
with one’s job and organisation. This is supported by (Benkhoff, 1997; Aranya, Kushnir &Valency, 1986, Pearce, 
2010; Kreitner & Kinicki, 2006; Lumley, 2010). Similarly, job satisfaction is highly associated with developing a 
positive attitude towards organisational commitment (Clugston, 2000; Salim, Kamarudin and Kadir 2012; Gunlu, 
Aksarayli and Percin ,2010). 
Next, organisational culture is also influencing organisational commitment. When organisations provide 
opportunities for continuous and desirable job outcomes to employees it leads to a positive organisational 
commitment. When organisations provide opportunities for team work, sharing similar values and beliefs 
employees develop a strong bond or fit with the orgnaisations. Similarly, when organisations set realistic and 
challenging targets to achieve with the presence of positive climate, employees tend to be loyal and productive. 
This is supported by (Acar, 2012; Nasr, 2015; Meyer et al., 2012). Finally, leadership style is found to be a 
contributive factor to organisational commitment. A leadership approach which inculcates continuous and positive 
changes at work place induces positive approach towards organisational commitment. This is supported by 
Özşahin et al., (2013). Leadership style influences employees’performance, employee engagement and 
interpersonal relationship at work place. It plays a key role in accomplishing organisational goals as well as 
personal goals. Employees tend to be more committed when they are appreciated and rewarded by their leaders 
and superiors. Leadership also attracts commitment through cooperation, empowerment and team work. This is 
supported by previous studies by Nordin (2012); Satyendra (2015); Prabu (2012); and Chand (2016). 
5. Conclusion 
The study has been able to satisfy the objective set which was to identify factors contributing to the organisational 
commitment among Gen-Y workers in the Malaysian SMEs.The overall findings suggest that the five factors such 
as pay and benefits, organisational culture, training, job satisfaction and leadership style contribute to 
organisational commitment among Gen -Y workers. The output derived from the study is able to add to the existing 
literature. From the employers’or organisations’ perspective, organisational commitment is essential to ensure 
loyalty and performance. Organisational commitment will directly influence employees’ decision to stay with the 
organization. Therefore, there is a need to strategise on pay and benefits, training and also to provide a healthy 
organisational culture. The study’s main limitation was the sample size. Future study should consider using a much 
larger sample size. Nonetheless, Generation - X workers can be used as a comparative study sample. Organisations’ 
viewpoint can also be an area of future study especially in terms of organisational commitment and challenges 
faced by SMEs. In addition, future study may consider an inclusion of additional variables to the existing ones 
studied here. 
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