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Abstract

Compensation research has focused on the various forms of pay (financial and non-financial)
and structure (relationship between various incentive levels) and whether these incentives
contribute to inspiring workers to offer their best results.

There has been less focus on incentive balance choices, i.e. the comparative amounts that
make up the complete reward of each factor.

Compensation is a key issue in pay administration and in attracting, retaining and motivating
the workforce of every organization. Most Organizations adopt the most equitable within and
efficient externally, pay structures to obtain maximum performance from their workers. Less
emphasis has been placed on compensation mix decisions by policy makers either because
they find the concept to be foreign to the Ghanaian situation or lack the understanding of
how to incorporate it in their compensation policy.

Therefore, this paper discusses current literature on the notion of compensation mix and it
relevance, applicability and adoption to the Ghanaian situation and seeks to determine
whether its applicability will lead to addressing some of the employee perceptions on
compensation. The researchers’ further outlines strategies it believes could support better
employee engagement of workers in Ghana through the adoption of the right compensation
mix as a human resource tool in setting pay levels and pay structures and influencing
compensation policy.

Keywords: Compensation, Compensation Mix, Organizations, Pay and Rewards

Introduction

Orientation

Compensation has become the critical criteria that influences employees to take up new
appointment, remain engaged and motivated in organizations Compensation is the
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advantage earned by a worker in return for their efforts to the company. It is an integrated
system which requires the management of work relationship and the availability of resources
and non-monetary benefits to staff.

(Patnaik & Padhi, 2012). A worker's success is not largely dependent on his talent, intellect,
skills and knowledge, but on the reward and compensation he earns (Armstrong, 2009). This
makes the issue of compensation and compensation mix important in employee engagement
decisions. The incentive programs encourage workers and are often used to achieve other
purposes, such as approved submission, presumed employee fairness, cost management and
enhancement (George et al., 2016).

Research Purpose and Objectives

The aim of this paper is to examine the concept of compensation mix and its applicability to
private organizations and how if adopted can be used to attract, encourage and sustain
employees for better employee engagement. Rewarding employees for their contribution
and value to the organization, has become problematic in managing employees .As
employers seek to adopt strategies in their compensation plan by using both monetary and
non-monetary rewards to appreciate workers by ensuring better engagement ,employees
also look out for the best compensation they can obtain through their efforts .A well designed
and implemented compensation policy and compensation mix that satisfies employee
perception and rewards them effectively can lead to better productivity, motivation,retention
and better engagement. There has been several studies done to find out the best way of
engaging employees however , further guidance on how organizations can formulate
effective incentive strategies, particularly non-financial incentives, is still needed despite
these studies (Armstrong & Stephens, 2005; Schlechter et al., 2015).

In Ghana, these challenges have resulted in labor unrest and low productivity in some
instances where worker because of disagreement over pay and other benefits may resort to
unproductive behaviors such as lateness, absenteeism, and sabotage all in a bid to reduce
productivity due to their dissatisfaction with their compensation package.

Compensation packages provide certain basic features that aim to make workers productive,
namely pay, incentives, opportunities, allowances, promotion, appreciation (Obisi, 1996;
Werner, 2001).

Hartman (2014) argued that payment scheme should be explicitly communicated to workers
through job appraisal schemesin order to prevent misconceived notion and conflict
among workers, to generate performance required. Employee perception would be positively
influence by the perfect blend of financial and benefits communicated in the way that makes
employee feel valued by the organization. Both of these have a huge effect on the efficiency
and commitment of workers (Yamoah, 2013).

The effect of globalization, intense competition of manpower due to shortage of some skilled
labour in certain sectors of the economy has made the management of employees critical to
the success of most organizations .As asserted by George et al (2016 ) ,company's
compensation management is much dynamic today than it used to be about four decades
earlier.
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Banjoko (2006) explained that, the difficulty could be traced to procedural, personal,
economic and cultural pressures that have emerged recently, employees although are
concerned of their pay check may not be particular of the blend of both monetary and non-
monetary benefits given by employers and in most cases may never demand to know the
amount of their compensation in the compensation plan.

Compensation mix considers the proportion in an employee's salary of monetary and non-
monetary benefits, given to workers. Overall optimal total compensation combination
involves financial and non-financial incentives (Pregnolato et al., 2017).

The essence of the positions and the type of workers who fill them should also be included
in the mix of incentive forms (Greene, 2015). Since, compensation influences the quality of
the candidates, the quantity of the employees, the likelihood of employment acceptance, the
extent of satisfaction and efficiency of the employees, and the quality of those who stay with
the organization. (Dineen & Williamson , 2012; Saks et al., 1996; Shaw & Gupta, 2007),making
it an important component which must be given serious thought in compensation
administration.

Increasingly employees are beginning to question the pay given by their employees in terms
of how it addresses their particular needs. As succinctly stated by Foot et al , (2016),
organizations in their bid to remain competitive in the labor market both locally and globally
adopt the best compensation plan which encompasses different mix of compensation and
benefits levels necessary to motivate employees and maintain profit at desirable levels to
meet shareholder needs .They further suggest that, the system that is adopted , main aspects
of the strategic plan must be in line with and endorse them, and companies create pay and
compensation plans that match their individual company and the combination of generations
of workers within it.

The need for organizations to pay attention to their reward management system has been
the focus of most researchers in compensation management administration as averred by
Korir & Kipkebut (2016), in the current complex and competitive climate, incentive
management has gained increased significance. This is because it helps companies to hire and
retain workers and improve operational efficiency (Dalvi & Ibrahim, 2013). Datta (2012)
argues most businesses consider employees as their primary factor in creating brand benefits
in the future.

Reward management includes the policies, practices and decisions made to ensure that the
contribution of people in a company is acknowledged through both non- monetary and
monetary means. There are different types of incentives; associated incentives, monetary
and pay-related, and the advantages a company offers to its workforce and non-monetary
benefits; benefits that focus on empowering employees and also enhancing organizational
participation and commitment, (Armstrong & Murlis, 2007).

The technology, diversification, market position and human resource decisions of a company

are associated with worker compensation (Balkin & Gomez-Mejia, 1990; Nickerson & Zenger,
2008) and have broad implications for the enterprise performance (Gomez-Mejia, 1992).
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The compensation package is the financial and non-financial benefits earned by workers in
exchange for their energy, abilities, contributions and outcomes (World at Work, 2006, p.
1.5). These total rewards include various compensation forms (base pay, overtime, reward,
and incentives), benefits such as medical, insurance, temporary and permanent disability,
holiday pay, pension savings, and training.

In addition, Diekmann (2015) asserts that variable hours or telecommuting, success
recognition, job growth and work-life balance options are also considered part of overall
incentives (p14). Since many companies have issues with employee attraction and retention,
managers need to restructure their reward system in order to appreciate their participation
and results (De Gieter & Hofmans, 2015).

Reward systems that are structured workers effort and performance could be an answer to
most of the labor unrest, low morale and commitment of some workers in Ghana.

Given the preponderance of vocal alternative viewpoints (e.g., Kohn, 1993; Pfeffer, 1998;
Red, 2009), the indication is enormous; reward has dominant reinforcement and classifying
effects (Gerhart & Rynes, 2003; Jenkins et al.,, 1998). Compensation can shape employee
behavior, create positive influences in the minds of the employees about the organization
and lead to organizational effectiveness.

Employees may be empowered by a fair remuneration plan, decreasing the goal of searching
for alternative work and turnover (Wanous, 1974; Shi, 1991).

Traditional compensation move from skills to financial incentives to non-financial incentives,
from foreign to local, from constant to float, from integrated to separate, and from specific
rewards to co-ordinate incentives, and record service to results (Chen & Hsieh, 2006).Total
rewards is the current trend in most organizations as they seek to motivate employees to give
off their best.

Organizations use various types of rewards systems in rewarding employees for their
contributions to productivity. Total compensation, described as "the complete compensation
strategy along with Both payment methods, rewards, benefits, facilities and inventory'
(Milkovich & Newman, 2002) have identified compensation documentation in a variety of
forms, i.e. basic salary, bonuses, share options, benefits (Dreher et al., 1988; Sanders &
Carpenter, 1998).There are various rewards programs for each organization; however, total
rewards are not just wages and wellbeing (Zingheim & Schuster, 2006). It is a detailed
integrated program consisting of all rewards components (Armstrong & Stephens, 2005).

Each organization has different rewards systems; however, total rewards are not merely the
salary and welfare (Zingheim & Schuster, 2006). It’s a comprehensive unified program that
consist all parts of rewards (Armstrong & Stephens, 2005).

World at Work (2006) describes total reward as all the tools available to attract, inspire and

retain workers for the organization and encompasses all that the employee feels to be
relevant in the contractual relationship. Overall incentives give workers the opportunity to
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gain expertise and develop new skills that promote their future career (Ludlow & Farrell,
2010).

According to Armstrong (2006), pay and benefits represent transaction-based benefits that
are monetary and external in nature and are necessary for employing and retaining
employees yet can be replicated easily by competitors. On the other hand, social incentives
are non-monetary and increase the value of rewards.

Total rewards experience for many firms has highlighted the strategic incentive policy (Egan,
2011). Traditional design and procedures also lead to a static payment structure from the
theoretical point of view, which does not effectively inspire workers and lead to low employee
morale (Heneman & Lebianc, 2001).

The benefits of total rewards are enormous and organizations use total rewards strategies to
ensure best human resource practices are adhered to, organizations take measures relevant
to staff development from the context of the advance of human resources , which would
increase employee incentive to create positive mutual habits (Settoon et al., 1996).It can lead
to changing employee behavior and attitudes positively towards organizations,
incentives gratification and appraisal of workers to the corporate wellbeing system would
have an significant effect on the assertiveness and actions of employees (Danehower & Lust,
1996).

The compensation history has primarily concentrated on a restricted concept of reward,
analyzing wage, both set in wages, salaries, flexible by schemes as rewards and incentives
(Gerhart & Rynes, 2003).The need to examine the concepts, measurements of pay mix has
gained attention in recent years as it is believed that it could also contribute in improving job
satisfaction and employee motivation and performance.

Managers need to develop a range of effective ways to compensate workers to achieve the
desired outcomes in order to enhance employee views of their compensation mix (Falola et
al., 2014). It was also proposed that the extent of workers happiness with work and their
willingness to stay with an enterprise is a result of the organization's pay packages and
incentive scheme (Osibanjo et al., 2012).

As averred by Bamigbola & Akaigbe (2016), it is a persistent and recurrent struggle for
businesses to fully know what metrics lead to enhanced levels of behavioral intentions for
their workers. Getting to know the types and levels of the compensation packages that most
suit employees will help to improve the way employees perceive their compensation mix and
make appropriate steps to improve their perception.

Concept of Compensation Mix and its Applicability to the Ghanaian Situation

Reward system is a challenging and sometimes multiplier process as stated by Gerhart &
Rynes (2003), perhaps the reason why most organizations in Ghana pay little attention to the
mix different reward types offered, the measurements and evaluation of the reward systems.
Existing literature on the concept of compensation mix is highly researched and applicable in
the developing economies; however literature in a developing country perspective remains
scanty as most research has focused on executive compensation mix. Most Ghanaian workers
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may be concerned with the salary and benefits offered by their organizations and the annual
performance increases given and are unlikely going to ask questions on the mix of pay given.
However depending on their demographics such as age in service in the organization may be
interested in benefits such as pensions and mortgages.

The concept of total rewards must be exploited in the reward of workers since the emphasis
on the holistic and all-encompassing nature of it will appeal to most workers can positively
influence their perception and work outcomes.

Total compensation can be considered as 'financial and non-monetary return to employees
in return for their time, expertise, energies and outputs' in terms of the variety of employee
needs (World at Work, 2007, p. 4) both financially and non-financially, it considers reward
holistically. In particular, wage and monetary-based benefits, Bussin et al., (2016) financial
rewards relate to the financial needs of the individual. Non-financial incentives such as skills
enhancement opportunities, career prospects and governance, corporate values, success and
appreciation, working relationships, occupational protection and career-life balance
(Armstrong, 2002; Thompson & McHugh, 2002 & World at Work, 2008).

Considering both financial and non- financial rewards in the compensation mix package could
be the panacea to most people management issues in Ghana since it affords the employee
the opportunity to determine the mix suitable to each employee.

As succinctly espoused by Anku-Tsede & Kutin (2013) In order to inspire workers to gain a
competitive advantage, most enterprises in Ghana generally place greater focus on
conventional incentives such as invariably satisfiers and monetary in nature. At the value of
non-benefits such as task stability, employee appreciation, job enhancement, career growth,
job protection, and feeling of belongingness, compared to financial rewards, all of which have
a connection and personal orientation to the job itself.

A concentration on financial rewards will likely lead to dissatisfaction on the part of most
workers and depending on the preferences of the particular worker may lead to low
performance and motivation as reiterated by Gneezy et al., (2011) that incentive strategies
that rely mainly on financial incentives contribute to low motivation for workers.

The need to concentrate on non- financial rewards has long been recognized by earlier
researchers.

However, it is indicated that though the Ghanaian worker’s desire to obtain a job in return for
monetary survival advantages, financial benefits solely may not inherently inspire the
workers to give up their best. ( Anku-Tsede & Kutin, 2013).

The mix of reward types offered to the worker should be considered to ensure the objectives
of these reward strategies lead to better employee engagement.

On the issue of compensation mix there is still need for the concept to be well understood by
researchers and practitioners in order to inform compensation policy decisions of companies.
Incentive researches have concentrated on level (how much people are paid) and
composition (the make-up of the different levels of reward).Compensation mix choices, i.e.
the comparative percentages of each component making up the overall reward, have been
less emphasized, (Chapman & Kelleher, 2011).
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Therefore, incentive mix decisions are largely guided by set legal and tax restrictions, along
with pressure to adhere to other organizations' procedure or established recommended
practice models (Chapman & Kelliher, 2011). In addition, the conceptualization of the
incentive mix remains a field requiring further research; reward mix conceptualization has
essentially remained deficient, disregarding major components in the provision of incentives
and less concrete non-financial rewards (Chapman & Kelliher, 2011).

This assertion may also be reasons why the concept is less known and virtually given less
emphasis in compensation policies of organizations in Ghana.

In developing countries like Ghana, most human resource practitioners and labor
stakeholders are yet to come to terms with the concepts of reward mix and it applicability in
terms of using it to impact compensation policy. Considering the fact that most studies on
reward mix have been inconclusive and this may have contributed to the low applicability of
the concept as noted by earlier researchers.

Schuler and Jackson (1987) recognized sthe correlation among employee compensation,
morale and job fulfillment is purposefully essential for the success of enterprises and is a key
success factor building specific and vibrant skills set for companies (Khalid et al., 2011).

Thus, if Ghanaian companies hope to gain competitive advantage they must concentrate on
reward, motivation and job satisfaction and classify a versatile combination of incentives that
include option and are ideally targeted for workers (Anku-Tsede & Kutin, 2013).

Different reward types and mix are used in organizations to appeal, encourage and maintain
employees and to create a positive perception about the organization, serve as a motivational
tool for employees who due to individual preferences may prefer particular rewards types in
relation to others.

Though very some few methods exist and most strive to reflect the pay mix of companies,
variations in understanding of the concept and interpretation prevent the significance and
effects of the pay mix from being replicated (Yanadori et al., 2002).

The current situation is where standardized salaries paid to employees based on salary pay
levels without considering the mix of the pay and whether it satisfies individual needs and
preferences, this ensures internal equity as people doing the same kind of job are most likely
to be paid equal. The annual performance appraissals may ensure differences in salary raises
based on the employee performance pay increase. It was noted that employees in private
sector organizations have a voice through the labor unions in terms of salary and benefits,
however they do not determine the mix of the pay levels neither do they have a voice in
suggesting what their preferences are in terms of the compensation mix.

Most practitioners of labor management in Ghana believe the concept must be embraced
and in designing compensation packages for workers, the particular needs and preferences
of the worker in terms of their demographics must be considered in determining the
compensation mix.
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However the challenges that labor stakeholders envisage in considering compensation mix in
salary administration is how to conceptualize and measure it to the satisfaction of employees.
They believe practitioners may require training and supervision to ensure fairness and
internal equity in its administration.

Organizations have various reward types and may engage various mixtures of generational
cohorts including part time and full time workers, the preferred benefits mix approach aims
to attract, inspire, hire and maintain their staff to achieve its strategic goals and also impact
positively on employee perception so as to ensure the right behaviors necessary for
organizational success is assured.

The following strategies if adopted could improve employee pay management in order to
improve employee perception of their compensation mix and work behavior.

e Discussing with labor unions the compensation mix and how to integrate this in the
compensation package of collective bargaining agreement where the proportion of
fixed to variable rewards will be determine and agreed upon.

e The companies make a conscious effort to engage the different mixes of generations
of workers employed to solicit, their views on their preferences and perception of the
compensation mix prior to implementation.

e Companies should develop a framework for administering compensation where the
individual preferences and needs could be well documented to serve as a guide in pay
administration.

e The need for a deeper understanding of the concepts and measurements of
compensation mix, having the right proportions of fixed income, benefits and
relational returns in the compensation mix.

Conclusion

Employees are also given a lot of flexibility as to how precisely their employee benefits should
be (Griffin, 1999). The employer sets the total value, so it is for workers to decide their
preference for various types of rewards (Torrington et al, 2005). The same view was held by
(Armstrong, 2006; Griffin, 1999) when they claimed that equity compensation structures
permit workers to decide on the composition of their compensation plan according to their
needs within certain limits.

This view is perhaps what most Ghanaian companies may want to adopt in their
compensation policy to give employees the choice and a voice in deciding on how the
compensation mix package should be. As emphasized by White & Druker (2013) Effective
reward programs are designed to augment and improve business model. Such an approach if
adopted could lead to more engaged workers and the attainment of business strategies.
Ghanaian organizations, To guarantee adequate longevity of workers, it is necessary to take
measures to incorporate incentive choices that supports effective, successful as well as
hardworking employees as succinctly espoused by (Bussin et al., 2016).
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