European Journal of Business and Management www.iiste.org
ISSN 2222-1905 (Paper) ISSN 2222-2839 (Online) “—.’ll
Vol.9, No.21, 2017 ||$ E

Financial Compensation and Employee Perfor mance of Bayelsa
State Civil Service

Etebu, Charity

Department Of Business Education, Isaac Jasper Bollege Of Education, Sagbama, Bayelsa State

Abstract

This study examines the extent to which financtahpensation management can be used as a toolgooving
organizational performance in Bayelsa State Ciellviee. To achieve the objective of this papermnary and
secondary sources of data were used. The primaayveis collected from a well structured questiorangdsted
for validity and reliability. The study used a sdengize of four hundred and fifty (450) personswdradrom
selected MDAs in Bayelsa State Civil Service. PaaissProduct Moment Correlation was used for datayeis
and Z — test was also used to test the significafidcbe coefficient of correlation at 10% level §nificance.
The findings reveal that financial compensatioreieed by Bayelsa State Civil Servants do have Bt
impact on their performance, the financial comp&osareceived are commensurate with their effortd the
reform programmes of the government do have siifi effect on the financial compensation policesl
practices. Based on the findings, the study recomdiee that for the Bayelsa State Civil Service Cossion to
improve performance of employees, they should dffeancial compensation that will be specificallgsigned
to link performance.
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Introduction

Human resource plays a very significant role inghmwth and development of organizations all oherworld.
This is because no organisation can achieve gmedjum and long term corporate goals and objectid®ut
the contribution of the employees; hence it is ingoat that employees are well compensated findgdiait the
success of such organizations. According to Téltieyemi and Popoola (2007), the management of peaipl
work is an integral part of the management procpasdifferently; managers need to understand tiieal
importance of people in their organizations socagetognize that the human element and the org#mizare
synonymous. Therefore, it is imperative to comptnsa employee with benefits if he merits it. Cag@003)
opines that because of the importance that compendzolds for people's lifestyle and self esteardividuals
are very concerned about what they are paid —raafadl competitive wage, while organizations are als
concerned about what they pay because it motiviatgsrtant decisions of employees about taking g job
leaving a job and on the job performance.

Compensation as a concept according to (Bernadifiy)2refers to all forms of financial returns and
tangible benefits that employee receives as paghugfloyment relationship. Compensation as it werdivided
into two parts and these are cash compensatiorhvidihe direct pay provided by employer for wostfprmed
by the employee and fringe compensation which seferemployee benefit programs. Cash compensatisn h
two elements which include base pay and pay coatind@ase pay has to do with hourly or weekly wagas
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overtime pay, shift differential and uniform allomze while pay contingent is concerned with perfarcea
allowances such as merit increases, incentive paydes and gain sharing. Fringe compensation onttier
hand refers to employee benefits programs. Frirmapensation also has two parts to it which arelliega
required benefit programs and discretional benefits

Compensation management is an integral part of hureaource management approach to managing
people (Armstrong, 2005). It deals with the desigmplementation and maintenance of compensatiotesys
that are geared to the improvement of organizaktjdaam and individual performance. Compensatioplies
having a reward structure in which the employees pérform better are paid more than the averagenpeing
employee (Pearce, 2010). Compensation managemeohéerned with the formulation and implementatidn
strategies and policies that aim to compensatelpdajply, equitably and consistently in accordamdgth their
value to the organisation (Armstrong, 2005). Thek ]! compensation management is to develop peliaie
procedures that will attain maximum return on napent in the terms of attracting, satisfying amdhpps
motivating employees (Anyebe, 2003).

It has been observed by researchers that themesitve relationship between HR practices and eyg#o
performance (Gould-Williams, 2003; Park et al., 20Wright et al., 2003; Tessema and Soeters, 2866)
organizational performance (Quresh et al.,, 2010 plays its role as a plus which may be a source of
competitive advantage (Schuler and MacMillan, 198f&ffer, 1994). Delaney and Huselid (1996) found H
practices impact on the perception of organizatigmaformance. Past studies have acknowledgedHRa
practices play a significant role in influencing therformance of employees (Shahzad et al., 208&€ma and
Soeters, 2006). But in the case of developing cammthere are some challenges specific to thesatiges
which restrict and affect the role that HR pradiicgan play in influencing employee and organizaion
performance.

The civil service in Bayelsa State has sufferetbaseks which are attributed to ineffective and iiéght
management of human resources and material resotrdecilitate the achievement of its predetermiigeals
and objectives. Although, the material resources a@fr paramount importance, an efficient utilizatioh
resourceful human resources is the key to improwdrgganizational performance. Thus it is imperatikat
organizations provide an enabling and conduciverenment for their employees so as to adequatgltheir
talents, creativity, experience and their intelledities. To be successful in this regard, managergequired to
assume further responsibility to enhance the queafitheir compensation system. A good compensatystem
can help managers do a better job in empowering maihtaining a superior work force which will take
extensive organizational resources to achieve.

Available records have shown that since the creaifBayelsa State, only few government adminitstnet
have made efforts to compensate workers in the.stdtis has greatly reduced the performance ofouari
ministries, departments and agencies (MDA) and ewade some of the MDAs go moribund. Problems often
arise either because insufficient time is devoteddmpensation management, or because they angitbout
consideration of their effects on the organizatigmerformance. Bayelsa State Civil Service seembatee a
myopic perspective of what should constitute appade or fair compensation. In addition, most mamadave
not received adequate training in this importaegait is in view of these problems that the stattgmpts to

investigate the impact of compensation managemettie performance of Bayelsa State Civil Service.
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Therefore, this study examines the financial corspgan and employee performance in the Bayelsa Stat
Civil Service. To achieve this objective, the pajsedivided into five interconnected sections. Tiext section
presents the review of relevant literature on faiaihcompensation and employees’ performance. @ethiree
examines the materials and methods used in thg.sBattion four presents the results and discussmmhthe

final section examines the conclusion and recomiaisoas.

Literature Review

Theoretical Framework: There are several theories that support compemnsatiemployees in the work place.
One of such is the Reinforcement theory which ieppunded by B.F. Skinner. This theory holds that
individuals can actually be motivated by their warhvironment when it is properly developed. Henmagher
than considering internal factors such as attitudeslings, impressions and other cognitive behayio
employers should keep on making positive changeshé external environment of the organization. It
emphasizes the importance of a person's actualrierpe of a reward, and the implication of this for
compensation management is that high employee rpesface followed by a monetary reward will make fatu
high performance more likely.

Another theory that is relevant to the study is Ehgpectancy theory propounded by Victor Vroom. This
theory though focuses on the link between rewandskeehaviour too emphasizes expected rewards rdtaer
experienced rewards. In other words, it is maimgeerned with effects of incentives. It stresses tiehaviours
(job performance) can be described as a functioabdfty and motivation while motivation is a fummt of
expectancy, instrumentality, and valence percepti@xpectancy perceptions often have more to db jwib
design and training than pay systems. Althoughttiésry implies that linking an increasing amouhtewards
to performance will increase motivation and perfante, some authors have questioned this assumption,
arguing that monetary rewards may increase intringtivation.

Extrinsic motivation depends on rewards — suchasgnd benefits — which are controlled by an exern
source whereas intrinsic motivation depends on reésvihat flow naturally from work itself. Therefonehile it
is important to keep in mind that money is not timdy effective way to motivate behaviour, and thainey
rewards will not always be the answer to motivatoblems, it does not appear that monetary rewards
much risk of compromising intrinsic motivation irost work settings.

Another theory relevant to the study is the Equiilyeory and Fairness, propounded by John Stacey sddam
as Equity Theory but was later on advanced by Elddatfield and her colleagues, which is now known a
Equity Theory and Fairness. This theory which phip@&ame as a result of continuous agitation far &nd
equitable wages for all workers is the bedrock dnicty this study hinges. The theory which is dividetb two
suggests that people evaluate the fairness of #iiations by comparing them with those of otheopie.
According to this theory, a person (P) comparethbisown ratio of perceived outcomes (O = pay hig)ef
working conditions) to perceived inputs (I = effaability, experience) to the ratio of a comparisgher (O) —

external inequity pay.

Compensation: Compensation as it were is a complex topic that gigsificant impact on organizational

success (Dessler, 2005), and for any organizaticgutceed, it must not look up to capital investinien to its
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employees as the fundamental source of improveméhtthe understanding that the human element had t
organization are synonymous (Tella. Ayeni, and tgno2007). According to Cascio (2003), the objertbf
the design of compensation program is divided tato, which are, direct and indirect forms of comgeion.
Direct compensation has to do with wage and / largaspect while indirect compensation is thedeitenefits
a worker enjoys as a result of working in an orgatidn. Integrating the two into a package that nlcourage
the achievement of an organizations goal is whatpamsation is all about.

In the words of McNamara (2006), compensation itefuissues regarding wage and/ or salary programs
and structures accruing from job descriptions, tgased programs, bonus-based programs, commisased
programs and so on, while benefits typically retersetirement plans, health life insurance, disigtinsurance,
vacation, employee stock ownership plan and scGmmez — Mejia, Balkin and Cardy (2006) view employe
compensation as comprising of base pay and friegefits. Base pay or cash pay is the direct payiged by
employers for work performed and these includergalavertime pay, shift allowance, uniform allowascand
pay contingent on performance like merit awardgeiive pay, bonuses and gain sharing while fringe
compensating include required programs such asilssecurity, health benefits, pension plans, pia toff,
tuition reimbursement, foreign service premiums sman.

However, skill based pay also pose some risksaratka of employee paying higher compensationatteat
not offset by organizations productivity. Also, doyee may become "rusty" unless there is oppostunituse
all the skills acquired; and thirdly, when employets the top of the pay structure, he may becamstrated
and leave the firm just because there is no furbipgortunity to receive pay raise. Employee besgfitough a
part of total compensation embraces non monetamy fof compensation ranging from health care plaos,
pension or retirement plans, social security, iasae, family and medical leave (Bernadin, 2007yesmnce
pay, payments for time not worked (vacations, satéla holidays), workers compensation, that issthinjured
on the job (Cascio, 2003), foreign service premiurisild care, tuition reimbursement and on campus
accommodation (Noe et al 2006).

Other emerging trends in employee benefits embflagéility or what is known as cafeteria appro&oh
benefits. This allows an employee to choose fromyaof benefits in lieu of pay. An employee whoais
bachelor may choose money in lieu of child caren@vliand Crane, 2005). This is a welcoming ideadhat
could be more expensive for employers. By and laeggloyee compensation and benefits is the uldrmaan

organization whether monetary or non-monetary &nthiters a lot to individual workers.

Employee Perfor mance:
The relationship between human resource and peaficenis based on two theoretical strands. Theifirgie
resource based perspective of the firm and thenskeisothe expectancy theory of motivation whicleasnposed
of three elements: the valence or value attachedwards; the instrumentality, or the belief tha £mployees
will receive the reward upon reaching a certairelesf performance; and the expectancy, the beliaf the
employee can actually achieve the performance lexglired (Stiles and Kulvisaechana, 2005).

Productivity is a performance measure encompadsaif efficiency and effectiveness. It is important,
therefore, to know who the productive workers &mductivity is a performance measure encompadsitig
efficiency and effectiveness (Bhatti and QuresbBi)?). According to Rahimi and Vazifeh (2011), protiity
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is a measure of output from a production process,upit of output. High performing, effective orgzations
have a culture that encourages employee involveriértrefore, employees are more willing to get lagd in
decision-making, goal setting or problem solvindivdties, which subsequently result in higher enygle
performance. Encourage a more modern style ofgiaatory management, raise employee and satisfacitd
even lower workers’ compensation rates (Madison WAfisconson, 2000). Noe, Hollen, Gerhart and Wright
(2000) contended that human resource developmapestbehaviour, attitudes, and performance of grepk
Ramsey, Scholario and Harley (2000) study found theman resource and productivity are related. This
further supported by Horgan and Mohalu (2006), Bamhd Khattak (2008) that some selected humarureso

development strategies are associated with betiployee performance.

Empirical Review

The following empirical studies on financial compation provided the basis for this study:

Fein (2010), postulates that firms with formal bemlans had an average pre-tax return on investofel#.8
percent, compared to 11.7 percent for firms withtdrmal plan. Their after-tax profits were 8.6qent versus

5 percent. Redling (2008) carried out a researchraviperformance was measured by a 5 year perfoemanc
ranking that combined earnings growth and returstareholders’ equity. Using a randomly selectedpda of

25 companies, he correlated each organisationigethperformance with its base salary growth wishsilary
years. He found a correlation of 0.16 between Isat&y increase and firm performance and a coielatf
0.09 between salary plus bonus increase and pefarenfrom which he concluded that there was little
indication of the existence of performance contimg®ay plans in current top executive compensatioomis
(2008) plotted the 2007 compensation (salariesugesy profit-sharing, stock purchase contributiagainst
return on share holders’ equity. He found a less therfect correspondence, and highlighted extreases of
executives receiving relatively large increasesampensation during a period of deteriorating padility for
their firms. Loomis argued that executive compednsgain these prominent publicly held firms shoulel tmore
directly tied to firm performance. Onyeizugbe (2PBRudied the effect of compensation managemerthen
performance of the Anambra State Civil Service gisample size of 309 respondents and pearson produc
correlation with Z — test found that financial coengation received by Anambra State Civil Servaotoit
have significant impact on their performance, timaricial compensation received are not commensuvile
their efforts and the reform programmes of the goweent do not have significant effect on the finahc

compensation policies and practices.

Materials and M ethods

The descriptive survey involving questionnaire wasresearch design adopted for the study. Thelatiqu of

the study was a finite one consisting of the erdtedf of the selected organizations. The poputatibthe study
was all the ministries in the state made of twouttamd, one hundred and thirty (2,130). Random sagypl
method was adopted for the selection of ministrigse research worked on 95% confidence level anmd Ta
Yamane model was used to get four hundred and geveaight (478). The research employed the spaarma
rank order correlation coefficient rho for the dagof relationship. The reliability test conducsedong a group

of 250 employees to ascertain if the correlatiofwvieen compensation management application andrpeafae
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in Bayelsa State Civil Service. The rank correlatieas 0.76, signifying that the instrument is taka

Results and Discussion

Hol: Thereisno significant relationship between the financial compensation of Bayelsa State Civil Service

and employee perfor mance
Table 1: Correlation Analysis SPSS

Financial Employee Performance
Compensation
Financial compensation Pearson Corre 1 **0.944
S{g-tailed) 0.000
N 478 478
Employee Perf. Y Pearson Correlation ** 0.944 1
Sig. tedled) 0.000
N 478 478

** Correlation is significant at the 0.01 level (2¢d)

Table 1 shows a coefficient of correlation r of81%hat reveals a positive relationship betweearfaial

compensation and employee performance. The computalde of 10.35 is greater than the critical #lue of

2.14, that there is a positive and significant tiefeship between financial compensation and empoye

performance in the Bayelsa State Civil Service.

HO02: There is no significant relationship between the efforts employees and financial compensation of

Bayelsa State Civil Service.
Table 2: Correlation Analysis Using SPSS

Employees in BSCS (X) Financial compensation (Y)
Employee of BSCS Pearson Correlation 1 **0.837
Sig. (2-tailed) 0.000
N 478 478
Financial compen. (Y) Pearson Correlation **0.837 1
Sig. (2-al) 0.000
N 478 478

** Correlation is significant at the 0.01 level (2&d)

Table 2 shows a coefficient of correlation of 0.88@t reveals a positive relationship between sgdien

of duties and performance of firms. The computealtie of 7.72 is greater than the critical t* vabfe2.14, then
the study’s hypothesis that there is a positive sigdificant relationship between efforts of thepdoyees and
financial compensation in Bayelsa State Civil Savi

Ho3: The reform programmes of Bayelsa State Governmewt ot had significant effect on financial

compensation policies and practices of the Civivige.
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Table 3: Correlation Analysis Using SPSS

Reforms in BSCS | Financial
xX) Compensation
)
Reforms in BSCS Pearsorrélation (X) 1 **0.946
Sig. (2-tailed) 0.000
N 478 478
Financial Compensation (YY) Pearson Catieh **0.946 1
Sig. (2-tailed) 0.000
N 478 478

** Correlation issignificant at the 0.01 level (2-tailed)

Table 3 shows a coefficient of correlation of 0.94&t reveals a significant relationship betwedarras in
Bayelsa State Government Civil Service and Findraanpensation. The computed t value of 6.58 iatgre
than the critical t* value of 2.14. This result pide the basis for the rejection of the null hypsis of the study,
and the acceptance of the alternative hypothesighwhtates that reform programmes of Bayelsa State
Government have significant effect on financial p@msation policies and practices of the Civil Sanin the

state.

Conclusion and Recommendations

The study examined the compensation managemenhplogee performance in the Bayelsa State Civil Berv
The review of literature provides strong evidendethe impact of compensation management on employee
performance in the Bayelsa State civil service. @gearch empirically substantiated the resulgsriof studies

of the relationship between financial compensatiamagement and employee performance in organisation
The study highlights various variables in the study proxy for financial compensation and with tlo&t
employee performance. The findings reveal thatitiel compensation received by Bayelsa State Geilvants

do have significant impact on their performance, timancial compensation received are commensuvate
their efforts and the reform programmes of the gowent do have significant effect on the financial
compensation policies and practices. Based onitidingjs, the study recommended that for the BayBlsde
Civil Service Commission to improve performancesafployees, they should offer financial compensatti@t
will be specifically designed to link performanc@n the basis of the empirical result, the studyctudes that
financial compensation to employees provides angtriocentive for workers to give organisation thieast.
Therefore on the basis of the conclusion the pegmymmends that the Bayelsa State Civil Service r@iggsion
should conduct proper job analysis along with waayes salaries; the civil service should relate fpsgy directly

to performance and the state government shouldgenigaproper and effective civil service reformatthwill
engineer and streamline government machinery st ahaignificant increase in the quantity and cost

effectiveness of civil service can be realized.
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