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Performance Management

Compensation management i considered as one of the most complex as well as dynamic
issues i the human resource management field. In order o achieve its sated objecives, an
organization needs (0 effectively manage the human resource management aspect by taking into
account all matters that relate to compensation. The manager's ability to achieve organizational
Eq’mive‘ 10.a larger extent depends on the effective implementation of compensation packages

soas fo moivaie subordinates and employees beyond their expectations (Hameed ct al., 2014).

is the core human

Eompem.ln’m ‘management plays a key and functional role since
resource management tool. It is vital (o the employees as they Epitally depend on wages and
salarics. which must be equal io the work performed. To managers, decisions on compensation
influence the cost of doing business and hclp:ﬂ stabilizing and retaining employees and also in
reducing labor tumover within the organization. It is a fundmncnml’m of human resources
management which affects performance of employees duc (o the fact that it builds the
relationship between employce and the employer (Danish & Usman, 2010). This paper will

explore the effect of compensation on employee performance and morale within an organization
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In this case study. Alsam et al. (2015) discusses the relationship between employee
performance and the factors which contribute to them. The rescarchers suggest that the factors
that contribute to an employee's performance include rewards and benefits, incentives,
compensation and salary. They found that compensation improves employee motivation. Also.
they conclude that human resources are the most important resonsee organization. It is very
important o maintain an efficient and effective workflow when the overall performance of an

organization is concerned. This article s relevant as it explores the relationship between

compensation, cmployce motivation and the achievement of organizational goals.

a

Hameed, A., Ramzan, M., Zubair, H. M. K., Ali, G, & Arslan, M. (2014). Impact of
compensation on employee performance (Empirical evidence from banking sector of
Pakistan). Inernational Journal of Business and Social Seience, 5(2), 302-309

In this article, Hameed et al. (2014) theorize that compensation is not only significant for
employees” performance but also for the organization. In a case study of different banks of
Pakistan, the rescarchers aimed at measuring the effect of compensation on employee
performance. Various results indicate that compensation has a positive impact on employee
performance. Also, the researcher found that there is a weak to moderate relationship between

employee salary, rewards and incentives and indirect compensation (independent variables) and
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article is important as it supports the importance of implementing performance management and
compensation schemes for Philippine-owned organizations to have competitive cdge in the
global arena. She suggests that small and medium enterprises are facing the challenge of

instability. centralization, bureaucracy. rigid and static policies.

a

Rizal, M., Idrus, M. S., Djumahir, & Mintarti, R. (2014). Effect of compensation on
‘motivation, organizational commitment and employee performance (Studies at local
revenue management in Kendari City). International Journal of Business and

Management Invention, 3(2), 64-79.

Rizal et al. (2014) in this study conducted at the Bsime Management in Kendari
tried to illustrate the effect of compensation on motivation and commitment of organization
towards employee performance. They found that employee motivation and organizational
commitment have a significant effect on the employee's performance. The researchers contend
that in as much as compensation does not dircctly improve employee performance, it improves
employee motivation and increases organizational commitment. The researchers sampled 126
respondents out of 1,394 employees. This article is relevant as it explores the relationship
between compensation and employee performance commitment which is the purpose of this

study
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employee performance (the dependent variable). This article is important as it indicates that the

independent variables have pos

ive and insignificant impact on the employee performance.

a

Premalatha, U. M. (2013). Impact of compensation system on employee performance- A
study with special reference o service sector. International Journal of Management,
1T and Engineering, 3(2), 38-47.

In this study. the researcher aimed at examining the impact of employee compensation on
employees’ performance and the extent at which service based firms can use compensation
management as a tool for performance improvement. Also, Premalatha aimed at finding the
relationship between employees' performance and compensation and examine the extent at
which key reforms in the service scctor have impacted the compensation policies and practices.
In conclusion. the researcher contends that employers should properly compensate. their
competent employees to improve employee motivation (Premalatha, 2013). This article provides
important information because there is need for organizations to encourage their workers t0 show

commitment.

a
Resurreccion, P. F. (2012). Performance management and compensation as drivers of
organization competitiveness: The Philippine perspective. Inernational Journal of

Business and Social Science, 3 (21), 20-30.

Ressurreccion (2012), in her study. found that human resource management practices in
performance management and compensation. especially employee benefits were all key

predictors of organizational compet

iveness. The researcher carried out the study to determine
the extent at which Filipino-owned small and medium enterprises have implemented selected

performance as well as compensation practices to achieve organizational competitiveness. This




