COMPENSATION MANAGEMENT AS A TOOL FOR IMPROVING ORGANISATIONAL PERFORMANCE IN THE PUBLIC SECTOR
ABSTRACT
The growing emphasis on employee engagement as critical to organizational performance means that the concept of total reward is exerting more and influence on reward strategy. Reward management however, is concerned with the formulation and implementation of strategies and policies that aim to reward people fairly, equitably and consistently in accordance with their value to the organization. This study attempted to examine compensation management as a tool for improving organizational performance in public sector. Relevant literatures were reviewed to highlight the subject matter. State Internal Revenue Service [LIRS] was chosen as the case study. Selected representative comprising of staff and management of LIRS formed the sample size examined. A sample of one hundred (100) was drawn from the population. Simple Random Sampling technique was used in selecting the sample. A structured questionnaire was used to collect data. Respondents responses were presented in frequency tables and simple percentages was used for demographic data, while correlation method of data analysis was employed for hypotheses testing. Two hypotheses were formulated and tested accordingly. The test resulted to rejecting the two null hypotheses and concluding that poor compensation packages affects workers morale and productivity in public sector. And effective remuneration structure aids organization in achieving high level of performance. Consequently, it was proffered that compensation should be goal driven for instance, State Internal Revenue Service [LIRS]  should place more emphasis on financial reward, this will aid workers to evaluate his performance towards the organization, thereby promoting organizational performance and profitability.

CHAPTER ONE

INTRODUCTION

1.1 BACKGROUND TO THE STUDY

The compensation of employees at all level has become one of the major functions of human resource management. It is one of the most important, complex and problematic issues in managing human resources in any organization. Every business enterprise that wants to gain competitive advantage over its competitors must attract the services of high quality employees. According to Faraland (2001) ‘Man is a rational animal covered with maximizing his economic gains’. He continuously put forth effort to satisfy his personal needs ranging from physiological needs to self actualization.

Maslow (1970) states that it is the way to desire to satisfy the needs that motivate workers into higher performances and productivity, they strive to increase their output and efficiency in order to acquire the means for satisfying these needs.

Mutter & Donald (2003) describes remuneration as payment system based on effort, performance and productivity in essence; remuneration refers to salary or wages and the allowance and financial benefits payable to employee, either in cash or kind in return for his service. In a nutshell remuneration is the price of labour. Essentially, employees work to produce reward for their performances. Thus, the exchange of labour for financial reward is the heart of the compensation process. However, formal compensation can be offered using three types of reward namely; Pay, Incentives and Benefits.

Compensation management is an integral part of management. Compensation management is a systematic approach to providing monetary values to employees in exchange for work performed. It may achieve several purchases assisting in recruitment, job performance and job satisfaction. It is an organized practice that involves balancing the work employee relation by providing monetary and non monetary benefits to employees. It is a tool used by management for a variety of purpose to further the existence and growth of the company. It may be attuned according to economic scenario, the business needs goals and available resources.

Compensation management contributes to the overall success of the organizations in several ways. To be effective, the managers must appreciate the value of competitive pay, to maintain and retain quality employees while recognizing the need to manage pay roll costs.

An effective compensation package has a combination of direct and indirect compensation. Compensation management programs often include salary range for each position, with incremental increases and annual reviews. During these review sessions, both type of compensation management are addressed and presented to the employee as part of the total package. The field of compensation management provides management with the ideal combination of different remuneration types. The purpose of these types of program is to retain and motivate good employees

1.2. STATEMENT OF PROBLEM

Non availability of staff buses to conveniently covey workers from their various areas to make sure the meet the resumption time. Apart from this, cafeteria is a place where food is served, bought and eating during the break time, but this facility is lacking in organizations. Irregular promotion or advancement for workers upgrade has become a threat worrying the workers. Workers complain have taken over the organization, some of the workers complain to have been in one position over 4 – 5 years, while some of their colleagues get rapid and regular promotion. This act is the outcome of God’s fatherism and man know man. The less privilege seldom gets their promotion. The term work environment encompasses different aspects such as physical work environment, management attitude towards employees, relationship with colleagues and working condition. Recent research has highlighted the hypothesis that an employee’s work environment can have a dramatic effect on his or her performance and attitude to work. In addition to physical attributes of a work, place, hostile work environment are like cancer that can eat through the core.

Teamwork is often viewed as a collaboration condensing individual contributions into cohesive outcome. The term ‘Self directed work teams have been used since the 1950s to describe teams of employees working together toward one common goal. In the typical work environment like Lagos State Internal Revenue Service [LIRS], a self directed work should be encouraged in employee’s work life for a greater performance. Also, workers complained there is inadequate remuneration and incentives to commensurate with the nature and importance of the job they perform. Employees look forward or anticipate certain rewards from management which are not forth coming. There should be differentiation in pay due to our region, skills, talent and capacities as well as a business overtime payment and retirement e.t.c.

1.3. OBJECTIVES OF THE STUDY

The study can be viewed as a contribution to greater understanding of compensation as an instrument that can be employed to increase efficiency and productivity and the value to secure and retain labour service. Other objectives include: -

1. To examine the relationship between compensation packages and workers morale and productivity.

2. To identify if effective remuneration structure will aid organization in achieving high level of performance

3. To investigate if relationship exists between workers reward and their level of performance

4. To identify the particular compensation package that motivates employee to higher productivity

1.4. RESEARCH QUESTIONS

This study attempt to provide answers to the following questions.

·  Is there any relationship between compensation packages and workers morale and productivity?

·  Does effective remuneration structure aid organization in achieving high level of performance?

·  Does relationship exists between workers reward and their level of performance?

·  Which compensation package motivates employees to higher productivity?

1.5. RESEARCH HYPOTHESES

1. H0: Poor compensation packages will not affect workers morale and productivity in the public sector.

H1:  Poor compensation packages will affect workers morale and productivity in public sector.

2.   H0: Effective remuneration structure will not aid organization in   achieving high level of performance.

H1:      Effective remuneration structure will aid organization in achieving high level of performance.

1.6 SIGNIFICANCE OF THE STUDY

The findings of this research are partial and theoretical significance not only with the reference to the members of the work organization studied, but also with regard to the available knowledge about problems of compensation management.

The research also enhances and broadens the knowledge of the management  in attaining organization goals. This study will enable the management of public organisations to realize that poor working condition, lack of promotion, inadequate salary structure e.t.c. will immensely reduce the output of employees. This study is a contribution to the body of existing knowledge in the field of human resources management especially in wages and salaries, administration because of the approach brought to bear upon the research which may see compensating management in different light from much of the existing literature on compensation of workers in Nigeria. The importance of this study is to see the relationship (if any) between salaries, wages, and other staff motivations and organizational performances.

Finally, the outcome of this study will pose a challenge for future researchers or students who may be interested in carrying out more research in this area and it will also serve as reference materials for students.

1.7 SCOPE AND LIMITATIONS OF THE STUDY

The study tries to examine compensation management and organizational performance and how employees reward could be linked to efficiency and higher productivity with a particular reference to Lagos State Internal Revenue Service [LIRS]. The scope of the research is limited in both depth and coverage, the study concerning the examination of independent variable affecting compensation of employees and organizational performances in Lagos State Internal Revenue Service [LIRS]. The study will not cover all the variety of products producing in the company because of the problem that may be encountered when administering questionnaires on employees in all the industries all over Nigeria.

This research is affected by non availability of fund. This however, is caused by the poor standard of living in the country which emanated from economic situation of the country and high rate of inflation which has caused prices in commodities and other materials needed by the researcher to increase.

§ The time fame scheduled for the completion of the research is too limited.

§ It is difficult to retrieve information from the populace because people prefer to keep their privacy.  In a situation where data over the year are needed, such data are not often possible to collect.

1.8 OPERATIONAL DEFINITION OF TERMS

Pay: This is a generally rewards as the most important form of compensation because of the role it plays in employees motivation of putting all his effort towards organization productivity. Pay is the basic compensation employee receives usually inform of wages or salary.

Incentives: These are rewards designed to encourage and reimburse employees for effort beyond normal performance expectations. It includes bonus, commission, profit sharing, plans, piece work, stock option, cost reduction, suggestion plan, production bonus plan e.t.c. incentive pay has the following benefit:

Motivation: linking pay to performance increase employees motivation to perform i.e superior performance is encouraged and inferior. Performance is discouraged

Retention: high performance is more motivated to stay with an organization.

Productivity: because incentive pays encourage superior performances, an organization’s productivity can be highly improved

Organizational goals: it helps to designing individual goals with organizational goals.

Benefits:  These are rewards available to employees as part of organizational membership. These includes free medical treatment, vocational or leave pay, call back pay, lay off pay, rest period pay, lunch subsidy, accident insurance, disability insurance, scholarship for staff’s children

CHAPTER TWO

LITERATURE REVIEW

2.1 Conceptual Framework 

2.1.1
Defining compensation 

Milkovich and Newman (1999) stated that, Compensation refers to all forms of financial returns and tangible services and benefits employees receive as part of an employment relationship. The Journal of Global Business and Economics (2010) also defines compensation as “the combination of all cash incentives and the fringe benefits mix that an employee received from a company which constitutes an individual’s total compensation.” (Chabra 2001) refers to Compensation as a wide range of financial and non-financial rewards given to employees in exchange for their services rendered to the organisation. According to him, it is paid in the form of wages, salaries and employee benefits such as paid vacations, insurance, maternity leave, free traveling facility, retirement benefits, etc. He indicated that the term 'wage' is used to denote remuneration to workers doing manual or physical work. Thus, wages are given to compensate the unskilled workers for their services rendered to the organization. Wages may be based on hourly, daily, weekly or even monthly bases. 

According to DeNisi and Griffin (2001) compensation is a reward system that a company provide to individuals in return for their willingness to perform various jobs and tasks within organizations. They further stated that relevant and commensurate rewards need to be provided to the employees so that they feel valued and their expectations on exchanging their skills, abilities and contribution to the organization are met.  

Compensation is the total amount of the monetary and non-monetary pay provided to an employee by an employer in return for work performed as required. It is based on market research about the worth of similar jobs in the marketplace, employee contributions and accomplishments, the availability of employees with like skills in the marketplace, the desire of the employer to attract and retain a particular employee for the value they are perceived to add to the employment relationship, and the profitability of the company or the funds available in a non-profit or public sector setting, and thus, the ability of an employer to pay market-rate compensation.  

Compensation also includes payments such as bonuses, profit sharing, overtime pay, recognition rewards and sales commission. It can also include non-monetary perks such as a company-paid car, stock options in certain instances, company-paid housing, and other non-monetary, but taxable income items. Compensation management is a general policy, designed to help an organization maximize the returns on available talent. The ultimate goal is to reward the right people to the greatest extent for the most relevant reasons. 

Compensation systems, also known as reward systems and pay systems refer to the scheme by which rewards are distributed to an employee (Barr 1998). According to (Thomas 1998) the typical compensation package includes two basic components: direct pay and indirect pay or benefits. Compensation systems vary across organizations and Gerhart and Milkovich (1988, p. 12) suggested that “employers tend to distinguish among themselves through differences in the contingency of compensation.”  

Scholars have argued that compensation systems provide outsiders with information about less visible organizational characteristics (Gerhart and Milkovich, 1990) and therefore, they might signal to a job applicant what an organization’s culture, norms, and values are like (Rynes and Barber, 1990). It is further suggested by Rynes (1987, p.190) that “compensation systems are capable of attracting (or repelling) the right kind of people because they communicate so much about an organization’s 

philosophy, values, and practices.” Organizations could therefore take another look at their compensation packages and redesign them to attract those candidates on the job market who they think are very skilled and can help them reach their goals. 

2.1.2 
The Importance of Compensation Management on Employee Performance  

According to Baker (2002) the output or performance of an employee is a combination of effort, ability and an error margin, providing for all uncontrollable factors, at least from the employee’s perspective. He stated that given the employee’s private information vis a vis the employer, the employer must depend on performance measures in order to estimate the effort the employee has put in. Performance measures are selected based on two criteria: (a) alignment with the organisational objective and, (b) controllability by the employee as proposed by Baker (2002). The performance measure is used to evaluate the performance of the employee, which forms the basis for determining the amount of variable monetary compensation an employee will receive and for making career decisions.  

According to him fixed compensation, as opposed to variable compensation, does not induce effort and its role is limited to retention and selection. In practice, completely fixed compensation that is totally unrelated to performance is extremely rare, for instance, the probability of being fired creates an incentive to perform. Further breaking it down, baker identified two forms of fixed compensation as primary compensation and secondary compensation. Primary compensation he stated consists of monetary payments for employees whereas secondary conditions are the nonmonetary benefits such as a company car, cell phone and pension benefits.  

Thierry (1987) stated that of compensation systems to be effective   depended on some 3 perceived features, which are transparency, fairness and controllability. 

These perceptions have a linkage with each other which is discoursed below in more detail. 

(a)
Transparency: 

According to how a compensation system is seen to be transparent will depend on how it is communicated and the level of complexity. A transparent system not only informs employees who would not want to take risk of the rules of the compensation system, but it also brings them abreast with the objectives of the organisation. The rules if effectively communicated to these personnel will facilitate their understanding of the system works and create and environment to support the implementation of the compensation system. (Perceived) uncertainty decreases the effectiveness of incentive compensation (Gibbons, 1998). 

 In short, how employees perception a compensation system to be transparent will have a positive and propelling effect on their level of motivation to perform. Lessening the risk of working hard and not getting compensated accordingly in return is projected to make employees want to put in more effort and therefore increase performance.  

(b)
Fairness: 

According to Prendergast (1999) although economic theory of trust is not well developed, the reliability and trustworthiness of the principal is expected to influence the actions of the employee greatly. Other theories like the Reciprocity theory have also concentrated on the concept of fairness as well, but have used different angles. It mentions that in relation to the employer, employee’s compensation should be an amount that is fair. According to this theory in the agency contract any surpluses created must be divided fairly so as to enhance incentives. If the employee perceives that this concept of fairness has not been delivered in anyway, there is the likelihood that their motivation to perform will be reduced hence reducing performance.  

Moreover, according to (Locke and Henne, 1986) equity theory emphasizes the fact that employee’s need to receive a fair amount of compensation relative to the other employees and that the employee is expected to compare his/her ratio of performance over reward to the same ratio of other employees. Any deviation in this ratio causes a state of inequity. A study by Janssen (2001) has shown that managers who perceive effort-reward fairness perform better and feel more satisfied than managers who perceive under-reward unfairness. In some economic studies conducted by (Prendergast, 1999) some supervisors in evaluating their subordinates tended to evaluate them with relatively high scores which defeat the argument of fairness for a compensation management system to ensure improved performance. Supervisors could not risk telling their subordinates that their performance were below average which in the short run will make both parties unhappy. But inaccurate or untrue and undifferentiated evaluations reduce the effectiveness of incentives in organizations (Prendergast, 1999). Hence, perceived fairness is expected to be a determinant to motivate for performance. 

(c)
Controllability:  

The third characteristic we use to evaluate the compensation system's effectiveness is the perceived relationship between effort and (variable) compensation.  

Baker (2002) defines controllability as the extent to which the employee is able to control or influence the outcome. The effect on the performance measure should vary as little as possible in order to have control of one’s incentive compensation. 

Within the cognitive evaluation theory, the controlling and informing elements of a compensation system are expected to have an effect not only on performance but on motivation as well (Frey 1997). Employees perceive controllability and the controlling element of the compensation system as two opposite sides of the same coin. The need for self-determination is the foundation for this dimension (Ryan 1985). An employee, who is involved in determining the performance measures that are used in an incentive program, will perceive the performance measurement itself as less controlling. This is in line with the cognitive evaluation theory were the informing and controlling elements are proxies for the possibilities of self- determination of the employees. Although the underlying theoretical concepts are different for the cognitive evaluation theory and the agency theory, the expected relationship between control (self-determination) and motivation to influence performance is similar.  

Compensation combines with effort, ability and with external circumstances to determine actual performance. Looking at it from the other way around, one could infer that managing a compensation system effectively has the potential to motivate employees to improve their effort and ability to perform desirably. How motivated and employee is to perform can be measured by the amount of effort the employee demonstrates in the performance of their job. 

From the discussions above two types of compensation have been identified which are direct and indirect compensation. The two put together will determine the total compensation and therefore, both types must be taken into account in the analysis for the optimal amount of effort that can be reached regarding employee performance which according to Aguinis (2007) is not only about the outcome of employees work but also about what employees do, i.e. behaviours. In other words performance management systems include measures of results or the consequences that we infer are the direct results of employee behaviours. He also presented 2 dimensions of the behaviours we label as performance. Firstly, they can be classified as evaluative, meaning that such behaviours can be judged to be negative, positive or neutral for the individual and organizational effectiveness. The behaviour can be valued as either contributing to or hampering individual and organizational goal achievement. Secondly performance should be understood to be multidimensional. Which implies that there could be many different aspect of the behaviours that have the potency to advance the achievement of organizational goals.

2.2 Concept Of Compensation Policy

Compensation policy is an important element of human resource practice that influences decision of potential employee to join an organization and determines employer-employee relationship after employee joins the organization (Ira, 2010).  

Psychological contract develops between the employer and the employee that serves to determine the nature of mutual existence during the period of employment. The contract is largely influenced by the development and management of compensation policy and the resultant employee commitment (Kwon, 2001).Compensation policy as an area of research has outcomes which are of interest to the organization and to the employee. The outcomes of compensation policy includes: employee commitment, organizational citizenship and organizational performance. Compensation policy is an integral component of organization’s reward systems and corporate strategy which when effectively utilized influences the level of employee commitment to the company and work positively (Armstrong, 2007). 

Compensation policy provides guidelines or approaches which the organization uses in reward management. The policy apart from serving as an implementation tool for reward strategy is a reflection of organization’s values, culture and philosophy in regard to compensation (Eisenberg, Fosdo & Lamastro, 1990). Compensation policy helps in defining employment relationships, contractual obligations and the implied psychological contract between the employer and the employee (Zacher, 2015). The policy promotes employer employee relationship by having committed employees who have trust with the organization, are willing to go an extra mile in their duties  

and have readiness to assist other employees. Policy on compensation incorporates the following key components; level of rewards, equity in pay, remuneration, contingent pay, competitiveness and transparency in rewards management (Armstrong et al, 2007). Benefits refer to non-cash allowances which are part of total reward. Benefits policy addresses issues of, pension schemes; personal security through illness, health or accident insurance covers; safety in work environment, financial assistance for loans in house purchase schemes or purchase of organizational products; work life balance, holidays, career breaks, counseling; and employee development (Adler et. al, 2015). Compensation policy portrays the positioning of the employee in the organization’s mind (Rajiv et.al, 2000). 

Developing a compensation policy is a process that requires consideration of factors internal and external to the organization. External factors include industrial practice, market consideration and competitor’s strategy on rewards. Internal factors includes HR strategy adopted on; attracting recruiting, developing and retaining the employees; values of equality, balance and quality of work life; organizational culture in relation to performance, innovation and creativity or skills development (Ombasa, 2013). The organization’s philosophy on whether to be in leader, medium or follower position in the market shall act as a guide on the compensation policy to be adopted. 

A compensation policy is composed of reward structure together with the values and  philosophies which serve to determine the policy (Armstrong 2007). Elements of compensation policy therefore reflect the wholesomeness of the policy when viewed from the perspectives of: grade and pay structure; total reward; philosophies and values upon which the compensation policy is grounded. 

2.1.2 Factors that Influence Compensation Policy 

 Compensation policy addresses the broad issues on of compensation, that serve to guide the organization on how to remain competitive in the market, practice equity and transparence and pay structure to be adopted by the organization (Armstrong, 2009). The policy developed and adopted by the organization is influenced by a host of internal and external factors which the organization must evaluate before adopting  a comprehensive policy. 

Organizational Objectives and Strategy 

 Organizational objectives and the strategy influence compensation policy because compensation and reward strategy are aligned to organizational objectives. Avariet et al (2011) provides that organizations adopt strategic compensation practices as motivation tool which inspires the employees towards achievement of organizational objectives. Strategic fit created between compensation policy and organization objective have broad implications. The compensation policy is influenced by various changes arising out of strategy implementation and the changes in the industry (Martochio, 2009). Gaver et al. (1995) uses vision as a strategy and posits that the vision pursued by the organization influences compensation policy adopted. Organization with a vision of growth pursue a compensation policy which is long-term compared to non- growth organization which have a short term policy. Organizations with growth vision are investment ventures usually listed in security markets where objective is growth of shareholders wealth. Non growth organizations are like government departments, parastatals, NGO or church based organizations. Growth based firms will have compensation policy packaged in performance awards, stock option grants and restricted stock grants while non- growth based organizations will apply a compensation policy that is largely based on fixed salary and allowances. The long term incentive reduces agency cost associated with manager-shareholder’s information asymmetry (Yandori et al, 2003). 

HR Strategies and Practices 

 HR strategy and practices in the organization influence compensation policy of the organization contemporary. Contemporary HR strategies of skills retention, attraction and talent management pursue a compensation policy different from a conventional HR strategy and practices which are profit and production oriented (Pare et al, 2007). Contemporary HR strategies pursue intrinsic compensation policy which focuses more on benefits as opposed to salary payment. Intrinsic compensation provides a long term relationship and commitment while extrinsic compensation has an exchange effect (Meyar & Becker, 2004). High involvement HR strategy will develop compensation policy that are participative, open or discussed during job evaluation and performance appraisals. Performance based or pay- skill- performance HR strategies will advocate for compensation policy which are aligned to training, skills and performance (Chew & Chen, 2008).  

Market and the Industry 

 Market and Industrial practice influence compensation policy of an organization because there is perfect competition for human capital with similarity in skills and competencies (Armstrong, 2007). The relative importance that an organization attaches to external competitiveness will influence the degree to which organizations compensation policy is influenced by market and industrial practice (Anvari et al, 2011). Organization operating on similar market segment and pursuing similar objectives and strategy will be guided by the prism of “equal employer” and adopt compensation policies based on market leadership and similar to those of their direct competitors. The policy serves to prevent “poaching” of valued employees by the competitors in the market. It’s also a staff retention strategy which makes competitors to be less attractive in the perception of the employees. 

Branding of the organization can employ compensation policy because the policy is perceived to indicate healthy financial position, high value towards employees, recognition of skills and competencies and equity. Organizations pursuing branding based compensation policy are noted to engage in recruitment practices of head hunting and flashy advertisements which is pegged to a high salary level currently earned by applicants (Meyer & Allen, 2007). Compensation policy therefore serves to position the organization in a market niche. Market positioning of the organization as the most preferred employer will adopt compensation policies which are above the market rates or above those of competitors in order to absorb high and potential employees (Zacher et al, 2005) 

Trade Unions and Government Policy 

 Yandori et al. (2003) posits that trade unions are a part of market and industry because they are guided by similar principals and market conditions when negotiating for collective bargaining agreements (CBA). Trade unions resort to joint negotiations for organizations in the industry in order to enhance their bargaining power by taking a common stand for the whole industry. 

Compensation policies are therefore influenced by trade union actions which require that firms construct a compensation policy which is aligned to industrial practice. 

Government fixes minimum wage guidelines to be followed by organizations in the market. The wage guidelines require that the organizations make compliance and observe the regulations in statutory deductions. Government benefits guidelines on social security, health and pensions are enforced by authorities which formed by Acts of Parliament. National Social Security Fund (NSSF) enforces compliance on social security; National Health insurance scheme (NHIS) enforces social health benefits while Retirement Benefits Authority (RBA) enforces pension policy. Non-compliance results to heavy fine and litigations. The government also provides policies, arbitration mechanisms and legal systems in case of compensation disputes which serve to influence compensation policy. Industrial court solves compensation disputes and its rulings bind the actions of organizations in compensation management. 

Employee commitment reflects the involvement and psychological attachment that an employee has towards an organization and work which is assigned to him. Meyer et. al (2001) describes commitment as a force that makes an individual stick to a course of action that is of relevance to a particular goal. Noble et.al (1999) defined commitment towards an organization as level at which an employee identifies with and works towards the achievement of organizational goals. Commitment of employee to organization has no universally prescribed definition. However, despite the differences in the definitions, there is agreement between the scholars that commitment to organization influences employee’s attitude, attachment and perception towards an organization. Pare et.al (2007) is of the view that employee commitment is associated with behaviors of high involvement, reduced intentions of opting out of the organization, going extra mile to accomplish duties and task, willingness to help and uplift others at work and corporate citizenship. Employee commitment can be perceived as internal psychological force that makes an employee feel ready to work, accomplish tasks as specified, stick to the organization and speak positively about the organization (Ira, 2010). 

Employee commitment can take different forms which are influenced by employee mindset. The forms of commitment according to Meyer and Allen (1991) are; affective, continuance and normative commitments. According to Meyer and Allen (1991), affective commitment is grounded on psychological position of the employee  towards the organization. 

Affective commitment is linked to emotional attachment, identification and involvement in the organizations activities and values. The other commitment is continuance commitment which is associated with opportunity cost considered by the employee were he to leave the organization. The cost is the psychological cost of working relationships, informal social groups, growth prospects and image or organization’s brand. The employee considers sticking longer in the organization if the opportunity cost is high. Normative commitment is the feeling of an obligation to remain in the organization. Normative commitment is largely out of reciprocity and the feeling of being highly indebted to the organization (Rajiv et.al, 2000). 

Employee commitment can be focused on various targets which are considered to be of importance to the employee (Cohen 2003). The foci include commitment to organization, occupation, team, customer, supervisor or trade unions. The foci are influenced by values, morals, performance, compliance, and competency and continuance culture of the organization also referred to as dimensions of commitment.  

Pare et.al (2007) posits that the different forms and dimensions of commitment are critical in development of HR strategies, policies and practices aimed at increasing commitment at workplace. The philosophy of compensation policy is largely guided by values of transparency, compliance and performance (Zacher et al, 2005).

Relating Compensation and employee performance 

It has been found that there is a significant relationship between compensation and employee and organizational performance. (Shin-Rong and Chin-Wei 2012). For example, Mayson and Barret (2006) found that a firm’s ability to attract, motivate and retain employees by offering competitive salaries and appropriate rewards is linked to firm performance and growth. On the other hand, Inés and Pedro (2011) found that the compensation system used for the sales people has significant effects on individual salesperson performance and sales organization effectiveness. Therefore, in an ever competitive business environment, many companies today are attempting to identify innovative compensation strategies that are directly linked to improving organizational performance (Denis and Michel 2011). 

According to Nebeker et al. (2001) Customer’s satisfaction and organizations performance is the result of its employee’s satisfaction. There has been research proving a positive relationship between stock bonus and employee performance. The evidences in Taiwan suggest that there exist positive associations between the amount of stock bonuses and firms’ operating performance. It is also found that firms with larger firm size or high growth opportunity tend to adopt stock bonus. 

Performance-based compensation is the dominant human Resource practice that firms use to evaluate and reward employees’ efforts (Collins and Clark, 2003). Evidently, performance-based compensation has a positive effect upon employee and organizational performance. In a quantitative content analysis of the narrative descriptions of 50 rapid-growth firms and a comparison group of 50 slow-growth companies conducted by Barringer et al., 2005 results demonstrated that employee incentives differentiated the rapid-growth from the slow growth firms. Firms that were rapid-growth oriented provided their employees financial incentives and stock options as part of their compensation packages. In doing so, firms managed to elicit high levels of performance from employees, provide employees the feeling that they have an ownership interest in the firm, attract and retain high-quality employees, and shift a portion of a firm’s business risk to the employees.  

Delery and Doty (1996) identified performance-based compensation as the single strongest predictor of firm performance. Both performance-based compensation and merit-based promotion can be viewed as ingredients in organizational incentive systems that encourage individual performance and retention (Cho et al. 2005). Collins and Clark (2003) studied 73 high-technology firms and showed that the relationships between the HR practices and firm performance (sales growth and stock growth) were mediated through their top managers’ social networks. Cho et al. (2005) suggested that incentive plans is effective in decreasing turnover rates. Banker et al. (2001) conducted a longitudinal study of the effectiveness of incentive plans in the hotel industry and found that incentive plans were related to higher revenues, increased profits, and decreased cost. In a related study Paul and Anantharaman (2003) found that compensation and incentives directly affect operational performance. To be effective, compensation practices and policies must be aligned with organizational objectives. While performance-based compensation can motivate employees, sometimes employees perceive it as a management mechanism to control their behaviour (Lawler and Rhode, 1976). In such a case, employees are less loyal and committed, thus compensation plans have the opposite than desired outcome 

(Rodrıguez and Ventura, 2003). Employee turnover can significantly slow revenue growth, particularly in knowledge-intensive industries (Baron and Hannan, 2002). 

Types of Compensation Packages 

According to Dessler (2011), compensation can be divided into 2 forms- Direct and indirect compensation which are discussed below in detail. 

Direct Compensation 

He explained that Direct compensation is usually limited to the direct cash benefits that the employees receive on monthly, bi-monthly or weekly basis for the services they render as employees of a particular organization. It could also be in the form of stock bonus compensation, where employees of the organisation are given the opportunity to own shares in the organization they work for and at the end of every year they have the opportunity again to gain some divided in the form of equity on their shares. This is also referred to as Executive stock options (ESO).  

Indirect Compensation 

Dessler (2011) refers to Indirect Compensation as the indirect financial and nonfinancial payments employees receive for continuing their employment with the company which are an important part of every employee’s compensation. Other terminology such as fringe benefits, employee services, supplementary compensation and supplementary pay are used. According to Armstrong (2009) Indirect Compensation or Employee benefits are elements of remuneration given in addition to the various forms of cash pay. They also include items that are not strictly remuneration such as annual holidays. Management uses it ostensibly to facilitate its recruitment effort or influence the potential of employees coming to work for a company, influence their stay or create greater commitment, raise morale, reduce absenteeism in general and improve the strength of the organization by instituting a comprehensive programme in this area (Noe et al. 1996).  

According to Chhabra (2001), Indirect or Supplementary Compensation involves 'fringe benefits' offered through several employee services and benefits such as housing, subsidized food, medical aid, crèche and so on. It involves rewards provided by organizations to employees for their membership, attendance or participation in the organization. Because of the increasing costs of fringe benefits, some people also label them as 'hidden payroll. Benefits currently account for almost 40 per cent of the total compensation costs for each employee. The basic purpose of fringe benefits or supplementary compensation is to attract and maintain efficient human resources and to motivate them. From the above literature, it can however be deduced that most researchers who have considered work in this field agree on the definition of the term compensation and also agree on the types of compensation being considered by this review. Some have also classified compensation into fixed and variable compensations. These are term that relate to the concept of direct and indirect compensation; also sometimes referred to as primary and secondary compensation. 

Byars and Rue (2008) mentioned the following as some of the more popular indirect compensations offered by today’s organizations. Though the list below is not 

exhaustive it is meant to give a fair idea of the kinds of packages that organisations consider as indirect compensation in the corporate settings today. 

a.
Paid Holidays:  

These comprise holidays such as Christmas Day, New Year’s Day, Independence Day, Labour Day, etc. One relatively new concept is the floating holiday, which is observed at the discretion of the employee or the employer. Another relatively new concept is referred to as personal time-off or personal days. Under this concept, organizations give employees a certain number of days with pay to attend to personal affairs. Normally these days can be taken at the employee’s discretion. Casual leave days can also be considered in this category as paid holidays by at the discretion of the employer and the request of the employee. 

b.
Workers’ Compensation:  

This is meant to protect employees from loss of income and to cover extra expenses associated with job-related injuries or illness. The laws generally provides for replacement of lost income, medical expenses, rehabilitation of some sort, death benefits to survivors, and lump-sum disability payments. 

c.
Social Security:  

This is a federally administered insurance system. According to law, both employer and employee must pay into the system, and a certain percentage of the employee’s salary is paid up to a maximum limit. How much is paid by employer and employee is calculated on the average monthly wage (weighted toward the later years). It is provided mainly to give financial security to employees during their retirement. 

d.
Retirement Plans: 

Retirement and pension plans, which provide a source of income to people who have retired, represent money paid for past services. Private plans can be funded entirely by the organization or jointly by the organization and the employee during the time of employment. One popular form of pension plan is the defined-benefit plan. Under this, the employer pledges to provide a benefit determined by a definite formula at the employee’s retirement date. The other major type of retirement plan is the defined –contribution plan, which calls for a fixed or known annual contribution instead of a known benefit. 

e.
Paid Vacations: 

Typically, an employee must meet a certain length-of –service requirement before becoming eligible for paid vacation. Also, the time allowed for paid vacations generally depends on the employee’s length of service. Unlike holiday policies that usually affect everyone in the same manner, vacation policies may differ among categories of employees. Most organizations allow employees to take vacation by the day or week but not in units of less than a day. Organizations may offer a wide range of additional benefits, including food services, exercise facilities, health and first-aid services, financial and legal advice, and purchase discounts in addition to the major benefits previously discussed to motivate employees. 

Performance Indicators 
Aguinis stated in one of his books on performance management that “..Standards can refer to various aspects of a specific objective, including quality, quantity, and time. Each of these aspects can be considered criteria to be used in judging the extent to which an objective has been achieved.” (Aguinis 2007, p95). In other words to be able to measure performance one must use the quantity of work done (how much unit of a product has been produced), quality on work produced (how well the work has been done) and the timeliness of the work that has been done (meeting due dates, adhering to schedules and deadline) according to Aguinis these will determine how performance can be measured.  

In the context of an organizational, performance is usually defined as the extent to which an individual employee or a group of employees contributes to achieving the goals of the organization and therefore the performance could be measured based on the goals set for those individuals or groups and the extent to which the goals of the organisation have been achieved. Suwignjo et al. (2000) have developed Quantitative Models for Performance Measurement Systems (QMPMS), a model for measuring performance with respect to a factor. The model utilizes cognitive maps and analytic hierarchy process to identify factors affecting performance and their relationships, quantify the effect of the factors on performance, and express them quantitatively. However, the model has the limitation to be used as an evaluation tool.  

Meyer (1995) describes the employee evaluation procedure adopted by a nursing home. The criteria considered are: employee’s job attitude, communication skills, and clinical skills. The evaluators used the scoring key for each criterion: Excellent = 4, Good = 3, Fair = 2 and Poor = 1. However, the author did not elaborate on how the ratings on various criteria were synthesized and converted into a percentage score. 

Challenges associated with compensation management  

The main problem with indirect compensation is the lack of employee participation according to Aswathappa (2007). He mentions that once an employee benefit programme is designed by the organization, employees have little discretion. For instance, the same pension usually is granted to all workers. Younger employees see pension as distant and largely irrelevant. Older female workers feel that maternity benefits are not needed. The uniformity of benefits fails to recognize workforce diversity. Admitted, uniformity leads to administrative economies, but when employees receive benefits they neither want nor need, these economies are questionable. Since employees have little choice in these benefit packages, most workers are unaware of all the benefits to which they are entitled. This lack of knowledge often causes employees to request for more benefits to meet their needs. And perhaps even worse, employee confusion can lead to complaints and 

dissatisfaction which could adversely affect their performance hence productivity.  

2.3 THEORETICAL FRAMEWORK 

 The theoretical foundation provides an understanding of the concepts of compensation and commitment and the linkage between the two concepts. The study is anchored on theories of expectancy, and equity theory. The theories explain employee’s behavior, attitudes and perceptions arising out of compensation and commitment. A linkage between compensation and commitment is derived from employee’s behavior to various elements of compensation. 

2.3.1 Expectancy Theory 

Expectancy theory propounded by Vroom (1964) is a process theory which explains the mental process of an employee in interpretation and perception of organizational compensation leading to behaviors of commitment, motivation and effort increase.  

According to the theory, commitment policy is futuristic and influences expectancy behaviors and attitude towards a job. Vroom suggests that employees’ work behavior 

is related to believe that their effort will result in achievement of outcomes that are of value to them. The theory is based on three expectancies; effort- performance expectancy (E-P), performance – outcome expectancy (P-O) and Valence (V). 

The interplay of the three expectancies leads to interpretation of fulfillment or non-fulfillment of expectancies by the organization.  

E-P is the perception held by the employee that there is a positive and significant relationship between effort and performance with increased effort resulting to performance. P-O is the employee prediction that high performance will result to positive outcomes in the form of rewards or compensation. V refers to the value expectation of the employee towards the rewards. Employee will be diligent in his work where such efforts results to increased performance. Continuous effort will only be made where outcomes of reward are linked to effort and performance and are perceived to be of value. Employee behavior to work will be positively influenced when the rewards are predicted with a higher degree of continuity and such rewards are of presumed value to the employee.  

Compensation policy of an organization when well communicated guides employee in making predictions and expectations about the words. Employees behavior is effort towards job will be positively influenced when the employee interprets the predicted valence in the predicted rewards. The rewards provide intrinsic and extrinsic motivation. The intrinsic motivation is derived from the job while extrinsic motivation is derived from the organizational compensation policy. Valence is relative to employees and is influenced by position held in the organization.  

2.3.2 Equity Theory 

 Equity Theory by Adams (1965) is a comparative analysis by an employee of the rewards he receives in relation to those of others who are in a similar position, with equal qualifications and carrying similar tasks in form of effort, time and skills requirement. Out of comparison, employee develops a perception towards the rewards which in turn influence his behavior towards work and the organization.  

Equity theory is shaped by two ratios used in the reward analysis; my pay vs. others pay; and my position on dimension relative to pay vs. others position on dimensions relative to pay. Inequality arising out of any of the ratios will be interpreted as inequity leading to dissatisfaction and low level commitment to work and the organization.  

Anvari et. al (2011) points that the consequence of perceived inequalities results to behaviors of; reduced commitment, psychological stress, reduced quality of out-put or reduction of effort in an attempt to rationalize the inequality. Rajiv et. al (2000) provides a number of moderating factors to the employees’ perception towards the analyzed comparison. The internal moderating factors included; valence, clarity of structure, fairness in salary administration and future plans of an employee. External moderating factors are; industrial practice, competitors willingness to absorb the employee in case he leaves the organization and communication channels provided to air the pay grievance. Organizations need to exercise equity in compensation through carrying out salary market survey, adopting pay-skill-performance system, openly communicating compensation policy of the organization and promptly dealing with salary grievances 

(Armstrong, 2001). Rewards procedural justice serves to influence employees’ commitment because employees interpret fairness from the organization where inequities are perceived (Pare et.al, 2007). . 

2.4 EMPIRICAL FRAMEWORK 

Studies on compensation management and organizational performance have elicited intensified research. The importance of employee’s commitment to organizations objective and how to ensure that compensation policy contributes to desired behavior are now a central concern to Organizations. HR practitioners and academic researchers have embarked on cross sectional and case studies to investigate the lines between compensation policy and employee commitment.  

Anvari et al (2011) investigated the relationship between strategic compensation practices and affective organizational commitment. The research was cross sectional, carried out in universities of medical sciences in Malaysia. The objective of the study was to investigate the relationships among strategic compensation practices, psychological contract, and affective organizational commitment. Four universities of medical science were sampled and descriptive statistics were applied in the data analysis. The research findings were that there was significant relationship between compensation policies of pay- for-performance, pay for knowledge and organizational commitment.  

Chew et al (2008) researched on organizational commitment, human resource practices and intention to stay. The research was cross sectional in well-established public and private organizations in Australia. The objectives of the study were to determine the effect of key human resource (HR) practices on permanent employee’s organizational committee and intentions to stay. Delphi technique was used in interviewing the respondents while the hypothesis was tested using structural equation modeling. The study findings on compensation and commitment relationship were positive and significant. 

Rizal et al (2014) investigated the effect of compensation on motivation, employee commitment to the organizational and employee performance at local revenue management organization in Indonesia. Data collected from respondents was analyzed using a structural equation model. The findings of the research were that compensation significantly effects employees’ motivation and their commitment to the organization, but does not have significant effect on employee performance. Commitment was however found to have significant influence on employee performance. 

Obasan (2012) linked compensation with performance using three selected conglomerate firms in Nigeria. The Likert-type questionnaire response generated was regressed using a simple OLS technique. The findings revealed that  compensation strategy has significant and positive effects on work productivity and organizational strategy is a veritable option for attracting, retaining, and motivating employees for improved organizational productivity.  

Also in Nigeria, Ibojo & Asabi (2014)examined the extent to which compensation management affect employees performance, the relationship between working condition and employee performance, the rate at which welfare services affect employees performances, the relationship between compensation management and improved productivity and the relationship between compensation management and retention of staff. 

Responses obtained from the Likert-type questionnaire design for the study was analyzed using frequency table and Analysis of Variance (ANOVA). The results showed a significant relationship between good welfare service and employees performance; compensation management and improved productivity; and compensation management and employees performance. The study thus posits that compensation management has positive effect on employee performance.  

Ayesha, Amna, Tahleel & Hina (2015) constructed a structured questionnaire with which they obtained data to study the effects of compensation and motivation on employee performance. Using a sample of banking sector of Faisalabad the simple regression model revealed that incentive and motivation have significant effect on employee performance.  

Oladejo & Oluwaseun (2014) examined the effect of compensation plan on workers performance in the Nigerian food and beverage manufacturing companies using a sample of 125 questionnaires administered and distributed to the staff of the selected food and beverages companies in Lagos state. Analyses from frequency table and percentage and Chi- square test showed that compensation plan has significant and positive effect on workers performance.  

Hameed, Muhammad, Hafiz, Ghazanfar & Muhammad (2014) examined the impact of compensation on employee performance of banks in Pakistan. a questionnaire was designed to collect the data on the factors related to compensation like salary, rewards, indirect compensation and employee performance. Findings from correlation and regression analyses showed that compensation has positive impact on employee performance. Nnorom, Akpa, Egwuonwu, Akintaro, Shonubi & Herbertson (2016) examined the effect of compensation administration on employee productivity. The data gathered from the structured questionnaire on 50 respondents in Dangote Nigeria Headquarters in Lagos Nigeria, revealed that effective compensation administration has significant positive effect on employee productivity. 

Using a sample of 126 workers of the work at Local Apparatus Work Unit (LAWU) at Local Revenue Management in Kendari, Muhamad, Idrus, Djumahir, & Mintarti (2014) investigated the effect of compensation on motivation, organizational commitment on employee performance. The data analysis from SEM (Structural Equation Model) indicated that compensation has significant effect on motivation and organizational commitment, but does not have significant effect on employee performance. The study posits that compensation cannot directly improve employee performance thus contradicting the earlier assertions that compensation has a direct effect on performance. 

CHAPTER THREE

RESEARCH METHODOLOGY

3.1
INTRODUCTION


In this chapter, we described the research procedure for this study. A research methodology is a research process adopted or employed to systematically and scientifically present the results of a study to the research audience viz. a vis, the study beneficiaries.
3.2
RESEARCH DESIGN

Research designs are perceived to be an overall strategy adopted by the researcher whereby different components of the study are integrated in a logical manner to effectively address a research problem. In this study, the researcher employed the survey research design. This is due to the nature of the study whereby the opinion and views of people are sampled. According to Singleton & Straits, (2009), Survey research can use quantitative research strategies (e.g., using questionnaires with numerically rated items), qualitative research strategies (e.g., using open-ended questions), or both strategies (i.e., mixed methods). As it is often used to describe and explore human behaviour, surveys are therefore frequently used in social and psychological research.
3.3
POPULATION OF THE STUDY


According to Udoyen (2019), a study population is a group of elements or individuals as the case may be, who share similar characteristics. These similar features can include location, gender, age, sex or specific interest. The emphasis on study population is that it constitute of individuals or elements that are homogeneous in description. 


The study is aimed at examining the compensation management as a tool for improving organisational performance in the public sector. Lagos State Internal Revenue Service [LIRS] formed the population of the study.

3.4
SAMPLE SIZE DETERMINATION

A study sample is simply a systematic selected part of a population that infers its result on the population. In essence, it is that part of a whole that represents the whole and its members share characteristics in like similitude (Udoyen, 2019). In this study, the researcher adopted the convenient sampling method to determine the sample size. 
3.5
SAMPLE SIZE SELECTION TECHNIQUE AND PROCEDURE

According to Nwana (2005), sampling techniques are procedures adopted to systematically select the chosen sample in a specified away under controls. This research work adopted the convenience sampling technique in selecting the respondents from the total population.
In this study, the researcher adopted the convenient sampling method to determine the sample size. Out of all the entire population of Lagos State Internal Revenue Service [LIRS], the researcher conveniently selected 120 out of the overall population as the sample size for this study. According to Torty (2021), a sample of convenience is the terminology used to describe a sample in which elements have been selected from the target population on the basis of their accessibility or convenience to the researcher.
3.6 
RESEARCH INSTRUMENT AND ADMINISTRATION

The research instrument used in this study is the questionnaire. A survey containing series of questions were administered to the enrolled participants. The questionnaire was divided into two sections, the first section enquired about the responses demographic or personal data while the second sections were in line with the study objectives, aimed at providing answers to the research questions. Participants were required to respond by placing a tick at the appropriate column. The questionnaire was personally administered by the researcher.
3.7
METHOD OF DATA COLLECTION

Two methods of data collection which are primary source and secondary source were used to collect data. The primary sources was the use of questionnaires, while the secondary sources include textbooks, internet, journals, published and unpublished articles and government publications.
3.8
METHOD OF DATA ANALYSIS

The responses were analysed using the frequency tables, which provided answers to the research questions. The hypothesis test was conducted using the chi-square statistical tool, SPSS v.23
3.9
VALIDITY OF THE STUDY

Validity referred here is the degree or extent to which an instrument actually measures what is intended to measure. An instrument is valid to the extent that is tailored to achieve the research objectives. The researcher constructed the questionnaire for the study and submitted to the project supervisor who used his intellectual knowledge to critically, analytically and logically examine the instruments relevance of the contents and statements and then made the instrument valid for the study.
3.10
RELIABILITY OF THE STUDY

The reliability of the research instrument was determined. The Pearson Correlation Coefficient was used to determine the reliability of the instrument. A co-efficient value of 0.68 indicated that the research instrument was relatively reliable. According to (Taber, 2017) the range of a reasonable reliability is between 0.67 and 0.87.
3.11
ETHICAL CONSIDERATION

The study was approved by the Project Committee of the Department.  Informed consent was obtained from all study participants before they were enrolled in the study. Permission was sought from the relevant authorities to carry out the study. Date to visit the place of study for questionnaire distribution was put in place in advance.
CHAPTER FOUR

ANALYSIS AND PRESENTATION OF RESULTS
In the course of the research, one hundred (100) questionnaires was administered to various respondents, who were staff in Lagos State Internal Revenue Service [LIRS] and all the questionnaires were duly completed, thus giving a perfect collection rate of 100%.

The results are hereby presented as follows:

Table 1: Gender Distribution of Respondents

	Gender
	Frequency
	Percentage

	Male
	48
	48%

	Female
	52
	52%

	Total
	100
	100.0%


Source: Author’s Computation from Field Survey 2021

The table above shows the gender distribution of respondents. 48% of the respondents were male and the remaining 52% were female. Thus, female respondents were slightly higher than their male counterparts.

Table 2: Age Distribution of Respondents

	Age
	Frequency
	Percentage

	20-30 years
	24
	24%

	31-40 years
	47
	47%

	Above 40 years
	29
	29%

	Total
	100
	100.0%


Source: Author’s Computation from Field Survey 2018

The table above shows the age distribution of respondents. 24% of the respondents are between the age bracket of 20-30 years; 47% which constituted the majority are between the age bracket of 31-40 years and 29% are above 40 years.

Table 3: Marital Status of Respondents

	Marital Status
	Frequency
	Percentage

	Single
	13
	13%

	Married
	87
	87%

	Total
	100
	100.0%


Source: Author’s Computation from Field Survey 2021

The table revealed the marital status distribution of respondents. Majority of the respondents, which constituted 87% are married while the remaining 13% respondents are unmarried.

Table 4: Educational Qualification of Respondents

	Qualification
	Frequency
	Percentage

	SSCE
	11
	11%

	HND/B.Sc
	80
	80%

	M.Sc/PhD
	9
	9%

	Total
	100
	100.0%


Source: Author’s Computation from Field Survey 2021

The table revealed the educational qualification of respondents. 11% of the respondents are SSCE holders, 80% of them, which formed the majority, are HND/B.Sc holders and 9% are M.Sc/PhD holders.

Table 5: Position of Respondents

	Position
	Frequency
	Percentage

	Manager
	12
	12%

	Accountant
	31
	31%

	Auditor
	26
	26%

	Cashier
	24
	24%

	Others
	7
	7%

	Total
	100
	100.0%


Source: Author’s Computation from Field Survey 2021

Table 5 unveiled the distribution of position of respondents. 12% are managers, 31% are accountants, 26% are auditors, 24% are cashiers and 7% are mostly administrative staff.

ANSWERING RESEARCH QUESTIONS

Question 1: Is there any relationship between compensation packages and workers morale and productivity?

Table 4.2: Respondent on question 1

	Options
	Frequency
	Percentage

	Yes
	78
	78

	No
	00
	00

	Undecided
	22
	22

	Total
	100
	100


Source: Field Survey, 2021
From the responses obtained as expressed in the table above, 78 respondents constituting 78% said yes. While the remain 22 respondents constituting 22% were undecided. There was no record for no.

Question 2: Does effective remuneration structure aid organization in achieving high level of performance?

Table 4.3: Respondent on question 2

	Options
	Frequency
	Percentage

	Yes
	60
	60

	No
	19
	19

	Undecided
	21
	21

	Total
	100
	100


Source: Field Survey, 2021
From the responses obtained as expressed in the table above, 60 respondents constituting 60% said yes. 19 respondents constituting 19% said no. While the remain 21 respondents constituting 21% were undecided.

Question 3: Does relationship exists between workers reward and their level of performance?

Table 4.4: Respondent on question 3

	Options
	Frequency
	Percentage

	Yes
	56
	56

	No
	21
	21

	Undecided
	23
	23

	Total
	100
	100


Source: Field Survey, 2021
From the responses obtained as expressed in the table above, 56 respondents constituting 56% said yes. 21 respondents constituting 21% said no. While the remain 23 respondents constituting 23% were undecided.

Research question 4: Which compensation package motivates employees to higher productivity?

Table 5: Perception of Respondents on compensation package motivates employees to higher productivity

	s/n
	Items/ Description
	ẋ
	SD
	Remark

	1 
	Vehicle maintenance allowance 
	3.54
	.67
	Accepted

	2 
	Free recreation  
	3.63
	.63
	Accepted

	3 
	Retirement Benefit 
	3.57
	.63
	Accepted

	4 
	Fuel Allowance 
	3.73
	.51
	Accepted

	5 
	Career Dev. Opportunity 
	3.50
	.69
	Accepted

	6 
	Vacation Leave 
	3.5
	0.64
	Accepted 


Source: Researchers‟ Fieldwork, 2021

Table 5 showed that the five items had their mean ranging from 3.50–3.73 which indicates that all the variables were considered as the compensation package that motivates employees to higher productivity.

CHAPTER FIVE

CONCLUSIONS AND RECOMMENDATIONS
5.1 Conclusions  

 From the findings of this study, it can be concluded that effective compensation policy enhances employee Perfomance. When employees perceive that the policies in place encompasses their welfare, performance will be enhanced through Perfomance to work and intention to leave the organization will be drastically reduced. The subject of compensation poses a critical challenge for the Nigerian workforce. This poses a threat to the achievement of organization; objective as human capital is already the sure way of achieving them. A fairly designed compensation policy will have a positive impact on performance outcomes and enhance the Perfomance levels of employees.  

5.2 Recommendations 

 The following recommendations are provided for high performance based on the finding of this study:  This study found that compensation policy has a significant relationship with employees Perfomance which therefore improves organizational performance. It is therefore recommended that:  

1.
Appropriate and equitable compensation policy should be designed to facilitate increased employees Perfomance. 

2.
The policy should be assessable to all/potential employees

3. The research recommends that a review of all compensation packages should be instituted and undertaken periodically to ensure all packages are given equal attention and developed to be abreast with current economic situation.

4. It is recommended that management should develop a manual that clearly spells out the categorization of the compensation packages and their administrative procedure and copies of this manual should be made available to the entire employee population to allay their fears in that regard.
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