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ABSTRACT 

 

Every company should make concentrated effort to meet employee needs and desires 

especially in the terms of compensation packages. The issues on identifying the proper 

compensation factors in order to increase on employee retention still critically need to be discuss.  

The purposed of this study is to investigate on the relationship between selected compensation 

factors and employee retention in one of the private company that is consider in logistic and 

ports industry in Kuching, Sarawak. There are 67 respondents had participated with the study. 

Apart from that, the primary data collection is through the questionnaire develop with the Google 

form. A 5-Likert Scale was utilized to measure the items used for the study. For the descriptive 

statistic was used to describe on the demographic background of the respondent whereas Pearson 

Correlation Coefficient was conducted to test on the correlation between the independent 

variables (salary, performance based-bonus, allowances and non-statutory benefit) and 

dependent variable (employee’s retention). Multiple Linear Regression test is used to identify on 

the most dominant compensation factor that can affect the employee retention. The findings had 

proven that salary, performance based-bonus, allowances and non-statutory benefit is positively 

correlated with employee retention. Meanwhile, salary is reveal to become the most dominant 

compensation factor that has effect on employee retention. In this study, it also provides the 

Human Resource practitioners with more information and knowledge on how to increase the 

employee retention rate through suitable compensation factors especially for those that are 

working in logistic and ports industry. For future researcher, they can conduct similar study 

through qualitative method, increase the sample size and explore on others compensation factors 

that can effect on the employee retention to filling up the research gap. 

Key words: Salary, Performance based-bonus, Allowances, Non-statutory benefit, Employee’s 

retention 
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ABSTRAK 

Setiap syarikat harus berusaha untuk memenuhi keperluan dan kehendak pekerja 

terutamanya dari segi pakej pampasan. Isu-isu mengenai mengenalpasti faktor pampasan yang 

tepat untuk meningkatkan pengekalan pekerja masih perlu dibincangkan. Kajian ini bertujuan 

untuk mengkaji hubungan antara faktor pampasan terpilih dan pengekalan pekerja di salah 

sebuah syarikat swasta yang dipertimbangkan dalam industri logistik dan pelabuhan di Kuching, 

Sarawak. Terdapat 67 responden telah mengambil bahagian dalam kajian ini. Selain itu, 

pengumpulan data utama adalah melalui soal selidik yang dikembangkan dengan borang Google. 

Skala 5-Likert digunakan untuk mengukur item yang digunakan untuk kajian ini. Untuk statistik 

deskriptif digunakan untuk menjelaskan latar belakang demografi responden sedangkan pekali 

korelasi Pearson dilakukan untuk menguji korelasi antara pemboleh ubah bebas (gaji, bonus 

berdasarkan prestasi, elaun dan faedah tidak berkanun) dan pemboleh ubah bersandar (pekerja 

pengekalan). Ujian Regresi Linier Berganda digunakan untuk mengenal pasti faktor pampasan 

paling dominan yang boleh mempengaruhi pengekalan pekerja. Hasil kajian membuktikan 

bahawa gaji, bonus berdasarkan prestasi, elaun dan faedah tidak berkanun berkorelasi positif 

dengan pengekalan pekerja. Sementara itu, gaji dinyatakan menjadi faktor pampasan paling 

dominan yang mempengaruhi pengekalan pekerja. Sementara itu, gaji dinyatakan menjadi faktor 

pampasan paling dominan yang mempengaruhi pengekalan pekerja. Dalam kajian ini, ia juga 

memberi lebih banyak maklumat dan pengetahuan kepada pengamal Sumber Manusia mengenai 

cara meningkatkan kadar simpanan pekerja melalui faktor pampasan yang sesuai terutama bagi 

mereka yang bekerja di industri logistik dan pelabuhan. Bagi penyelidik masa depan, mereka 

dapat melakukan kajian serupa melalui kaedah kualitatif, meningkatkan ukuran sampel dan 

meneroka faktor pampasan yang lain yang dapat mempengaruhi pengekalan pekerja untuk 

mengisi jurang penyelidikan. 

Kata kunci: Gaji, Bonus berdasarkan prestasi, Elaun, Faedah tidak berkanun, Pengekalan 

pekerja 
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CHAPTER ONE 

INTRODUCTION 

1.0 Introduction 

The aims of this research is to point up the relationship of selected compensation factors 

(salary, performance-based bonus, allowances, non-statutory benefit) towards employee 

retention in logistic and ports industry at Kuching, Sarawak. Chapter one consists of a few 

sections. It starts with the background of the current study. Next, the sections elaborate on the 

problem statement followed by stating the research objectives and question. A conceptual 

framework is also constructed to picturize the main idea of this research in a simpler way. The 

significant and limitation and limitation of the study also discussed, then by defining several 

important terms used in this study. Lastly, this chapter will end with summary. 

1.1 Background of study 

To begin with, employees are considered as the most valuable assets for any organizations. 

They are important to provide goods and services that the company offer where they give their 

100 percent to any organization, whether it is a small scale, medium-scale, large-scale or a 

business giant such as Google, Apple, Microsoft and the major contributors to profit and worth 

of the organizations (Edubca,2020). According to Recruiter (2020), compensation is worker get 

in return for their contribution to the organizations. Of course, the first thing comes in mind is 

wages and salary but there are also other existing ways to compensate employees in the 

workplace. Compensation portray significant role in attracting and retaining good employees 

especially workers that able give their excellent performance or unique skill which is crucial to 

the organization (Lawler, 1990 as cited in Dorothee’,et.l, 2018). Offering on a good 

compensation packages frequently qualify organizations to attract and afterwards it able to retain 

high quality in their workforce (Ajmal et al.,2015 as cited in Chinyio et al., 2017).  

Besides that, retention of employees is influence by the payment that they are gaining from 

the company every month to ensure their basic needs enough to keep them survive. In this era, 

every employer should not ignore the benefit portion of employee compensation as it sweetens 

the employment contract with the priorities that most of the workers need in their job. Then, a 
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proper compensation system offering by organization can be seen as the motivation to help the 

workers to retain in their workplace. According to Leonard (2019), he stated that smart 

employers usually know that keeping productive employees requires the right reimbursement 

and benefit packages. A competitive remuneration structure is consistently the cornerstone of 

employer brand, but research has found that psychological factor such as work–life balance, 

work atmosphere (Tanwar & Prasad 2017 as cited in Bussin & Mouton, 2019). As studied by 

Hagel (2012) as cited in Bussin & Mouton, (2019), more elastic work arrangements are 

increasing in significance for employees and this can cause job stress that contribute to come and 

go workers in the organizations. 

 As mentioned by Armstrong and Taylor (2014) as cited in Sarmad et al., (2016), the 

payment refers to collaborative and consistent reimbursement for occupation that may be paid in 

any manner but in normal practice is paid on monthly basis. He also mentioned that based on 

organizational perspective it can be stated that salary, allowances, bonus and commission as the 

direct compensation whereas insurance, pension plans and vacations represent as indirect 

compensations. Indirect compensations also the fringe benefits that worker can enjoy as 

appreciation for working in organizations (Kumar & Hedge, 2018). The employee benefit is a 

program of person from selected group that develop to attract, retain and engage talent 

employees who with their excellent performance will help the organization accomplish its goals 

and objectives (McDonalds, 2013 as cited in Kumar, 2013). 

Based on the record on Personal HR Data Bank in APAC Malaysia (2020, pp.13), it stated on 

the 1 February, the minimum wages order 2020 had been enforce which represent that the 

minimum wages were increased to RM 1200 monthly or RM 5.77 hourly in major cities include 

Kuala Lumpur and RM1100 monthly or RM 5.29 hourly in areas other than the major cities, 

respectively. Unfortunately, this order does not require for domestic workers such as maids. 
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Tables 1.1: Minimum wages in the major cities including Kuala Lumpur 

Monthly Daily Hourly 

RM 1200 Numbers of working days in a 

week 

 

6                          RM 46.15 

5                          RM 55.38 

4                          RM 69.23 

 

RM 5.77 

 

Tables 1.2: Minimum wages in the areas other than the major cities 

Monthly Daily Hourly 

RM 1100 Numbers of Working days in a 

week 

 

6                         RM42.31 

5                         RM50.77 

4                         RM63.46 

 

RM 5.29 

Source: Personal HR Data Bank in APAC Malaysia (2020) 

 

As stated in the record also the term “wages” means basic wages and all other cash payable 

to an employee for work done in respect of his or her employment contract but does not include 

the following (Employment Act, Article 2 (1): 

 

 Any allowances for housing, meal, fuel, utilities, medical treatment, or any other 

approved welfare expenditures; 

 Any contribution voluntarily paid by the employer to any pension fund, provident 

fund, superannuation scheme, retrenchment, termination, lay-off or retirement 

allowance, thrift scheme, or any other fund or scheme established for the benefit or 

welfare of the employee; 

 Any travelling allowances or special allowances for business trips; 

 Any sum payable to employee to defray special expenses entitled by nature of the 

work; 

 Any gratuity payable on discharge or retirement; or  

 Any annual bonus or any part of any annual bonus 
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Plus, bonus is paid based on the individual worker performance and other benefits are given 

to them to ensure the loyalty of employees, good attendance and lead to productivity of 

organizations. Malaysia started to align back the labor force compensation system due to the 

changes in economic nation year by year and the strategy need to be efficient in ensuring the 

workers able to cope with their cost of living. The organizations must make sure that the offered 

salaries and other benefits towards their employee satisfied them, as well as able to retain them. 

This situation will reduce the worker intention to change their job as they feel secure and 

comfortable with the compensation that they had received every month. 

 

As mentioned by Alias et al., (2018), the continuous increase in number of turnover 

intentions is not a good sign to the organization, internal and externally. The employee that was 

hired must have a better standard in order to make them to become one of the valuable resources 

and the company asset (Kadir et al., 2019). Therefore, the needs to offer a better compensation 

system play a significant role to maintain the employee and also their productivity in the 

organizations. The researcher would like to discuss in detail the other compensation factors that 

might become the influencer and the most dominant that should be implemented to retain 

workers in the private sector in Kuching, Sarawak for this study. There is research had been done 

such as in public sector, universities faculty, bankers, constructions sector and etc. Therefore, in 

this study it is focusing on the private sectors based in logistic and ports industry that involved in 

container lifting services and repair in one of private company at Pending, Kuching Sarawak. 

1.2 Problem statement 

1.2.1 Empirical Gap 

Retaining employee is one of the main issues that the companies facing in this competitive 

environment (Ataide Silva et.al, 2019). Reward, recognition, compensation, benefits and 

incentives seem to be common; they are also complicated and scrupulously difficult as a 

consequence of the reality that, the work environment is composite and are made up of a varied 

workforce (Eshun, 2011 as cited in Awino & Kipsang, 2020).  

Although rewards system ability to appeal the right workforce, maintain them and 

continually encourage them to give anticipated performance (Otieno, 2006 as cited in Awino & 
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Kipsang, 2020) but poorly structured rewards system can result in high labour turnover, low 

productivity level, a general laissez faire attitude and low employee commitment in the 

organizations. Hence, compensation systems come in handy to ensure that employee is able to 

stay with the company.  

Besides that, the organizations are competing in attracting and retaining workforce in very 

competitive industries. Thus, creating a work environment that encourage and supports 

employees is worthwhile (Sandhya and Kumar, 2011 as cited in Chinyio et al., 2017), and much 

more, compensating equitably with reducing the turnover number (Shakeel and Butt, 2015 as 

cited in Chinyio et al., 2017). So, by implementing ineffective retention strategies would lead to 

increase in number of turnover labor force. 

As mentioned by Rashid (2016), both financial and non-financial remuneration is known as 

the empirical evidence that vital in determining the job performance of employee. If the 

achievement of the workers is excellent during their services, the management will look forward 

to give a recognition and reward to them as an appreciation towards their contributions. This 

situation also can make the workers had a high satisfaction to keep continuing their services with 

their respective company. 

1.2.2 Practical Gap 

As stated in Mars (2020), every employee own perception of internal equity as it affects them 

among their peers, managers and subordinates. As for instances, if the worker is not paid fairly 

by the employer, they might leave the organizations. Therefore, this matter can lead to the high 

numbers of employee quit from their job. In saying that, the retention of employees is found to 

be one of the greatest challenges of the twenty-first century which needs to be tackled carefully 

(Iqbal et al., 2017 as cited in Aman-Ullah,Aziz & Ibrahim). This is because retention can help in 

developing positive and motivated employees for the organization success. 

Every worker is expecting for a better compensation receiving by them to keep them from 

survive by buying their basic needs also to feed their family and that is the reason for everyone is 

working for the same purpose which is to gain salary. With the salaries that they receive, they 

can get what they want in their life including cars, house, going for vacation and other things that 
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can keep them to become happy. So, the needs to retain the employees are pivotal for employers 

and organizations to face the challenges in intense global competition (Alias et.al, 2018).  

As studied by Rahman and Syahrizal (2018), the study had reveals that it is important for the 

management to learn on the reason employees develop intention to quit on their existing job and 

this can bring to increase in rates of turnover and directly harm the organizational morale and 

also make the staff not created the identification of their company. This statement had brought 

different point of view on is there any factors could lead to the unexpected event within an 

organization. 

1.2.3 Theoretical Gap 

In Malaysia, there are differences between public and private sector. Government, generally 

agency involve with formal area of job such as teaching, civil services and city councils. 

Meanwhile, private sector involved with businesses area and not a public agency. As for 

example, employment areas in financial areas, law firms, hospitality and newspaper or 

magazines. The reward of working in the personal company normally outweigh the benefits of 

working with the private sector employment allows greater changeability if moving from one job 

to another (Joshua Bjeke, 2014).  

As mentioned by, Balamurali Tamilwanan (2020) in the article entitle “A Malaysian 

perspective on compensation and benefits for millennial” it stated that studies had showed that 

employers in Malaysia, spending much money on replacing employee that they would on 

crafting retention strategies, with evidence that the employers spending 90 to 200 per cent of an 

employee annual pay on replacing employees. This had brought in increasing in number of the 

workers quit from their job because they had been treated unfair. 

As studied by Aziz et al., (2017), the study is talking about the factors that influence the level 

of staff turnover rate in one of private nursing home in Malaysia. The research had discovered 

that there is a high in number of nurse staff quit from their job. There are about 18.0% from the 

administration staff quit their job, follow by nursing with 39.5%, then, therapy staff with 25.7%, 

housekeeping, with 33.7% and medical officer and social services and activities staffs are 24.3% 

and 22.5 % respectively. As the result, they found that the compensation and job content had 

significant and correlated with the issues. Thus, it is really needed for the organization to 

understand the factors of compensation that could help to retain employees. 
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A study had been done by Falahat, Gee and Liew (2019) the research study is regard to a 

model for turnover intention based in banking industry in Malaysia. They had stated that the rise 

in number of voluntary turnovers from year to year had puts the company into a hard situation in 

keeping the workforce and synchronizing activities in the company. During the Pandemic crisis 

of COVID -19, there is a study had been done by Jaafar (2020) as cited in Al-Suraihi et al., 

(2020), he stated that the labor market in Malaysia had been burden from the implementing 

Movement Control Order (MCO) where the unemployment in May reaching 5.3% the highest 

rate since the year of 1990. Based on the report from the department statistic Malaysia, the most 

affected industry is in manufacturing and services sectors, hospitality industry and the food and 

beverages (Al-Suraihi et al., 2020). 

1.3 Objectives of the study 

1.3.1 General Objectives 

 

To investigate the relationship between compensation factors and employee retention. 

1.3.2 Specific Objectives 

 

i) To investigate the relationship between salary and employee retention. 

ii) To investigate the relationship between performances based-bonus and employee 

retention. 

iii) To investigate the relationship between allowances and employee retention. 

iv) To investigate the relationship between non-statutory benefit and employee retention 

v) To investigate the most domain compensation factors affecting the employee 

retention. 

1.4 Research Questions 

RQ 1: Is there any relationship between the salary offered and employee retention? 

RQ 2: Is there any relationship between performances-based bonus and employee retention? 

RQ 3: Is there any relationship between allowances offered and employee retention? 

RQ 4: Is there any relationship between non-statutory benefit and employee retention? 
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RQ 5: Is there any the most dominant compensation factor affect the employee retention? 

1.5 Research Hypotheses 

Ha1: There is significant relationship between salary and employee retention. 

Ha2: There is significant relationship between performances based-bonus and employee 

retention. 

Ha3: There is significant relationship between allowances and employee retention. 

Ha4: There is significant relationship between non-statutory benefit and employee retention. 

Ha5: There are the most dominant factors of compensation affect employee retention. 

1.6 Conceptual Framework 

The aimed of this study is to investigate the connection between the selected 

compensation factors and employee retention in one of the private sectors that offer logistic and 

ports services at Kuching, Sarawak. Figure 1 showed the independent variables are salary, 

performance-based bonus, allowances and non-statutory benefit. Meanwhile, the dependent 

variable is employee retention. The conceptual framework is presented in the figure below: 

 

 

 

 

 

 

 

Figure 1.1: Conceptual framework of the relationship between independent variables and 

dependent variable 

Source: Heneman, (2013) as cited in Olaniyan & Binuyo, (2017) 

Independent Variable 

Compensation: 

 Salary 

 Performance based bonus 

 Allowances 

 Non-statutory benefit 

Independent Variables: 

 Employee Retention 
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1.7 Significant of the study 

1.7.1 Significant to the organization 

The findings from this study will tell the organizations which one of the selected 

independent variables is dominant among the other variables. It can help the organization to 

know which one of the selected compensations is contribute more in retaining the employees at 

their organizations. In addition, the result of this study also is believed can help the organization 

to improvise, prepared and introduced better types of compensation towards the hired employees 

in order to make them loyal with the company. 

1.7.2 Significant to Human Resource practitioners 

 Based on this research study, human resource practitioners will learn how to acquire 

talented workforce to keep loyal with the company. They can focus on effective human resource 

practices based in intervention that bring better impacts on employee retention and develop a 

competitive employee. Thus, it can retain employee to work for a longer period of time, enhance 

productivity as well as the performance of the organizations that help in ensuring they business 

run very well. 

1.7.3 Significant to Body of knowledge 

This research can be said to be significant since it is contributed to different aspects. 

Firstly, the research on the relationship on the between selected compensation factors (salary, 

performance-based bonus, allowances and non-statutory benefit and employee retention has not 

been done previously. Therefore, it can contribute to other upcoming to the studies related to this 

topic. This research can help the researcher explore into the important role of compensation in 

order to maintain the employee at the organization. Apart from that, the researcher might want to 

know the feeling of the workers once they have a proper salary as for example and other benefits 

that could bring happiness in their life. 

1.8 Limitations of the study 

There are some elements that had been highlighted as the limitations towards this 

research study. First, the study is only focus on one of the private companies that involve with 

logistic and ports services in Kuching, Sarawak. So, the data collected may only represent the 

perception and the feeling of the workers from that company only. From that, it will not 

accurately determine the relationship between the compensation factors and the employee 
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retention. In addition, this study is utilizing the used of online survey version due to the current 

situations of Pandemic COVID-19 for the data collecting process. Most probably the respondents 

are not exactly focus to answer the questionnaire that will lead to wrong in choosing answer. As 

the study is being conducting during the global crisis, the number of the respondent that 

participate with the survey might be between 30 to 60 persons only. Lastly, the factors that used 

to measure the employee retention will only base on salary, performance based-bonus, 

allowances and non-statutory benefits. 

1.9 Definition of terms 

Table 1.3: Definition of terms 

Terms Conceptual Definition Operational Definition 

Compensation Compensation is referring to the non-

collective financial and used for 

payable to employees in return for 

their contributions to the organizations 

(Mondy & Noe, 2005 as cited in 

Chong Hee & Shann Ann, 2019). 

 

 

This research study defined 

that compensation is play a 

significant role and have 

ability to retain employees in 

the organization 

 

 

 

Salary Salary range is the scale of payment 

established by employers to 

remunerate employees in performing a 

particular job or function (Heathfield, 

2020). 

 

In the study, salary is one of 

the components that every 

worker expecting for. In other 

words, it is money that they 

will receive every month after 

performing their duties. 

 

Performance based 

bonus 

According to HR Glossary (2019), 

Performance-based bonus is an extra 

compensation given to an employee as 

an incentive for reaching pre-

established goal and benchmark. 

In this study, a good 

performance-based bonus 

system is one of the strategies 

used by company to maintain 

productivity of employee. 

Allowances An allowance is money permitted In this study, giving 
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received by a salaried employee from 

their employer to meet a particular 

type of expenditure over and above 

salary (MyLoan Care, 2020). 

 

allowances is one of the 

organizations initiatives to 

reward their workers. 

Non-statutory benefit Non-statutory benefit payroll 

deductions are payroll deductions that 

are not required by law (Imholze, 

2020). 

For this study, the researcher 

will look into different types 

of common law rewards that is 

potential in retain employees 

in the organizations. 

Employee Retention As per (Vatwani & Hill, 2018 as cited 

in Hamad Ameen, 2018), employee 

retention is represented as "A faithful 

endeavor done by managers to make 

and turn a situation that urges current 

employee retention to stay utilized by 

having arrangements and practices set 

up that address their different needs. 

 

In this study, workers are able 

to be retains in organization as 

if the organization preparing a 

better of compensation system 

and employers should give 

recognition to the productive 

employees to reduce the 

numbers of come and go of 

employees. 

 

 

1.10 Summary 

To conclude, this chapter had explained on the main idea of this research. It is also had 

discussed on the essential information needed to conduct the research such as objectives, 

research questions, hypotheses, significant and limitation of the research as well as the definition 

of the terms used in this study. Next, the chapter is discussing on the literature review.  
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CHAPTER TWO 

LITERATURE REVIEW 

2.0 Introduction 

There are a few highlighted sections in the chapter two where it begins with the discussion on 

the related issues with the research. Then, continue with the theories or model that can be used to 

represent the idea of the research will be presented and explained. On the other hand, there will 

be some similar findings from the past research. To be specific the research will be on the 

variables; employee retention, salary, performance-based bonus, allowances and non-statutory 

benefit. So, the related literature will be reviewed from different sources of journal, articles, 

reports and website. 

2.1 Issues of the research 

2.1.1 Issues on compensation  

According to Fagbenle et al., (2004) as cited in Chiyio et al., (2017) compensation 

packages of employees in the private sector are generally higher than those of their complement 

in the government sector and that attributes to lower the motivation. Other than that, as 

mentioned by Mutua, Kinyii and Arasa (2017), compensation is essential for the workers 

because it is known as the main reason for them to work. All employees are expecting for salary 

after they had contributed their full commitment on their work task. 

Next, the payment system offered by organization to it employees play an important duty 

in determining the commitment levels of employees and their retention (Terera & Ngirande, 

2014). It is associate integral a part of human resources, management that helps in motivating the 

staff and up structure productive and represents both the intrinsic and extrinsic reward employees 

receive for performing their jobs (Shree et al., 2019). Thus, cash and edges received could also 

be in several kinds as primarily based compensation in cash form and numerous edges, which 

can be related to employee's service to the leader like provident fund, gratuity, and insurance 

theme, and the other payment that the worker receives or edges he enjoys instead of such 

payment. 






