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ABSTRACT 
Human resource management is a process of bringing people and organizations together so that the goals of each 
other are met. Nowadays it is not possible to show a good financial or operating report unless your personnel 
relations are in order. Over the years, highly skilled and knowledge-based jobs are increasing while low skilled jobs 
are decreasing. The study is a descriptive research where the researcher identified that the organization should 
emphasize the various psychological aspects of employee as variables before providing the compensation for the 
work completed. 

 
INTRODUCTION  

 Compensation Management is an integral 
part of the management of the organization.  It is a 
systematic approach providing monetary value to 
employees in exchange for work performed.  
Compensation may achieve several purposes 
assisting in recruitment, job performance, and job 
satisfaction.  The effective managers must appreciate 
the value of competitive pay, their human resources, 
and have an investment view of payroll costs, the 
prime importance of compensation management in an 
organization is to maintain the pay levels and retain 
the quality employees by giving recogtnizing.  

 It is a part of talent management to retain the 
employee by providing the monetary and 
nonmonetary benefits to attract the recruit and boost 
employee engagement.  It ensures the salary and 
bonuses arrangement of programs which motivate the 
entire workforce of an organization to join their 
hands to attain the complexity goal of an 
organization.  

 Compensation management is a strategic 
matter would include rewards when you offer 
monetary payment such as incentives, various 
bonuses and performance bonus.  Organizations 
reward their staff, when they attain the goals or 
targets that they have jointly set with the employees. 

 

DEFINITION 

Patty McCord, argued in a recent Harvard 
Business Review the compensation analysis is "based 
on the historical value of what employees have 
produced rather than on their potential to add value in 
the future."  

Gary Dessler defines “Employee 
compensation refers to all forms of pay going to 
employees and arising from their employment” 

CHARACTERISTICS 

 Compensation has become a far more 
complicated issue, deciding how much to pay to 
the employees.  

 In addition to salary, employers must consider 
many other components plans, stock options, 
bonuses, and vacation become a part of current 
compensation packages.   

 Employees also have greater expectation of what 
should be included in their compensation 
packages, and they may demand specific benefits 
that can be costly for small businesses.  

COMPONENTS OF COMPENSATION 
MANAGEMENT: 

 Salary and wages: This is usually the single 
largest component of a compensation package, 
and not surprisingly, the most common point of 
comparison used by employees and potential 
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employees. Salary should be tied to a person’s 
skills and experience. Subsequent increases need 
to be based on an employee’s performance, value, 
and contribution to an organization. For 
salespeople, it might be important to find a 
balance between salary and commission. Check 
salary surveys and want ads, and scout out 
competitors to see if they are underpaying or 
overpaying their staff. Paying too much is an 
unnecessary drain on your resources, but paying 
too little will make it difficult to find and keep the 
best people. 

 Bonuses: Employee bonuses, which are usually 
paid in a single lump at the end of the year, are 
one way of providing performance incentives. 
Profit-sharing plans are a more formal way of 
doing this, but they’re not as effective for 
rewarding individual performance and 
compensating employees for meeting their goals. 

 Long-term incentives: Stock options or stock 
grants not only provide long-term incentives to 
employees, but they can also help retain valuable 
team members through your organization’s 
crucial start-up phase. 

 Health insurance: Employer-sponsored health 
insurance is fairly standard among medium-size 
companies. Plus, it’s a benefit that has great value 
to employees. An employer-sponsored plan saves 
employees money, and gives them peace of mind 
in knowing that they won’t be denied coverage, 
even if they have existing health problems. If you 
think you can’t afford it, think again. Providing 
insurance to your employees sends the message 
that you care about their health and the health of 
their families. It can also be a vehicle for 
promoting productivity. To minimize costs, 
consider having employees pick up part of the 
tab. Employees who have coverage through a 
spouse may want to opt out of a plan, particularly 
if there’s a cost associated with it. 

 Life / disability insurance: Disability insurance 
is a  insurance, which provide income in the event 
a worker is unable to perform their work and earn 
money due to a disability. There are many types 
of  disability insurance. Each organization  
disability insurance type have specific rules as  
what constitutes a disability and how a person 
might qualify to receive the disability benefit. 
Short term disability insurance policies offer a 
worker a portion of their salary when they are 
unable to work for a short period- typically three 
to six months. Long term disability insurance 
provides a worker a portion of their salary when 

they are unable to work for a longer period- 
typically a period of over six months.  

 Retirement plans: Retirement plans have 
become popular because they’re relatively easy to 
administer and are less expensive than traditional 
pension plans. Many employees like these plans 
because they maintain some control over the 
amount of their contribution and how the money 
is invested. Most small companies try to put some 
kind of savings or 401(k) plan in place, even if 
they don’t contribute money to them. 

 
 
 

 

 

 

 

 

 

 

 

  

 Time off and flexible schedules: This includes 
holidays, vacations, sick days, and personal days. 
An employer unable to offer competitive salaries 
may close part of the gap by offering more time 
off or flexible work hours. Some employers make 
no distinction between sick, vacation, or personal 
days, allowing employees a set number of days 
off each year to be used at their discretion. This 
prevents employees from abusing sick days, and 
keeps them from feeling that they need to lie 
when a child is ill or a personal emergency arises. 

 Miscellaneous compensation: Other forms of 
compensation to consider include employee 
assistance programs, which can provide 
everything from psychological counseling to legal 
assistance; discounts on company products; the 
use of company cars; and any other incentives 
that motivate employees and give your company a 
competitive advantage.        
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OBJECTIVES OF THE STUDY 

1. To study the desirable behavior of employer 
compensation management towards 
employee workforce in an organization. 

2. To know the integral quality of employee 
towards compensation management.  

NEED OF THE STUDY 

 Compensation management aims at 
attracting and retaining right personnel at 
right place in the organization time to time. 

 Motivates personnel for higher productivity. 
 Optimizes the cost of compensation by 

establishing productivity linked 
performance.   

 Achieve consistency both internal and 
external in compensating employees.   

RESEARCH METHODOLOGY: The research 
design undertaken is “descriptive Research”.  The 
major purpose of this study is to describe the state of 
affairs as it exists at present.  The researcher has no 
control over the variables and can only report what 
that has happened or what is happening.  

REVIEW OF LITERATURE: 

 Egwuridi(1981) investigated the motivation 
among Nigerian workers using a samples of 
workers of high and low occupational level.  The 
expectation that higher income worker will place 
a greater value on intrinsic job-factors than low 
income workers.  This shows clearly the extent of 
value placed on extrinsic job factors.   

 Nwachukwu (1994) found several factors, among 
the employer’s failure to provide adequate 
compensation and indiscipline of the privileged 
class that arrogantly displays their wealth, which 
is very demoralizing to working class and 
consequently reduced their productivity.  Judging 
from all these empirical research and findings, 
one may generally conclude that a good 
remuneration package, which ties financial 
rewards to individual performance, can be 
expected to result in higher.  

 Muhammad Ramzan (2014) determined to 
estimate the effect of compensation on employee 
performance and gather the result that 
compensation has significance effects on 
employee performance. 

CONCLUSION 

The study can be inferred by psychological factor, for 
example it is not just monetary compensation which 
motivates an employee, and the study says that the 
employees need to be motivated with the content for 
their job.  That is the employees in any organization 
need to be constantly provided with opportunities for 
learning new skills, so that they do not feel 
monotonous.  The organizations should emphasize on 
work life balance, and should provide options to 
employees, training and development, leave travel 
concession etc.  They must be encouraged to 
participate in decision making and they need to get 
challenging tasks.   
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