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Abstract 

Compensation and employee performance of universities in Anambra State, two objectives 

were raised in consonance with research questions and hypotheses and in a suitable form. The 

population was 3613. Borg and Gall (1973) were employed to determine the sample size to be 

429. We employed both primary and secondary data, and an instrument of data collection was 

a questionnaire constructed by the researcher. The method of data analysis was simple 

percentage multiple regression employed to assess the relative predictive power of independent 

and dependent variables. The theory of the work was the Ability, motivation opportunity theory 

also expectancy theory of motivation to assess the link between compensation and employee 

performance. The conclusion was made that employers in Universities in Anambra state will 

compensate their employees for greater performance. There is a positive relationship between 

Job-based compensation and the performance of the employee. There is a negative relationship 

between skill-based compensation and employee performance at universities in Anambra State. 

Recommendations were made that the variable used to be applied to the universities used in 

Anambra State to help the employees achieve objectives set without much stress. 

Keywords: compensation, employee performance,  

1.0 Introduction 

Compensation administration is one of the key drivers of motivation because humans are 

naturally inclined to perform better when they perceive that they will get sufficient payment or 

returns from their efforts. While people exert effort for different reasons, today's competitive 

economic environment coupled with the consumer society has made compensation 

administration arguably the most important motivation factor. Most people are motivated by 

money at least for their basic needs and want (Mwangi, 2014). 

Throughout the 20th century until now, organizations' view of people has changed 

dramatically. People, and human resources who work in organizations today unlike in the past, 

are considered one of the most valuable assets organization can acquire, maintain and develop 

to attain competitive advantage (Dessler, 2013). Thus, the most successful organizations are 

those which can acquire, develop and maintain high-quality employees. Research suggests that 

high-quality employees remain with organizations when they experience satisfaction on the job 

(Gupta and Shaw, 2014). This is because satisfied employees form a bond with the company 

and take pride in their organization membership; they believe in the goals and values of the 

organization therefore, these employees display high levels of performance and productivity. 

On the other hand, dissatisfied employees display characteristics of low productivity, 

absenteeism, and turnover. 
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In the age of global competition, it is very essential to identify and retain efficient, competent 

and knowledgeable employees in an organization by developing and maintaining an effective 

compensation program for getting the best job performance from the employee (Akter and 

Moazzam 2016). Employees are the organization's key resource and the success or failure of 

organizations centres on the ability of the employers to attract, retain, and reward appropriately 

talented and competent employees. Employees' willingness to stay on the job largely depends 

on the compensation packages of the organization (Armstrong 2003). In an attempt to ensure 

employees' optimal performance and retention, organizations need to consider a variety of 

appropriate ways to reward the employees to get the desired results (Falola, Ibidunni and 

Olokundun 2014). It has been argued that the degree to which employees are satisfied with 

their job and their readiness to remain in an organization is a function of the compensation 

packages and reward systems of the Organization. 

Adeniyi (2013) posit that the fundamental task in human resources administration is 

compensation administration. It is a complex task that occurs periodically, demands accuracy 

and must not be delayed. Compensation administration requires integrating employees' 

processes and information with business processes and strategies to achieve optimal 

organizational goals and objectives (Adeniyi 2013). They send clear messages to all employees 

of the organization informing them about expected attitudes and behaviours. 

1.1 Statement of the Problem 

The relationship between organizational compensation systems and employee performance is 

indispensable, though some surrounding factors may determine the satisfaction one derives 

from the other. The high inflation rate which has led to a high cost of living, low income and, 

purchasing power can be a reason for poor performance. To achieve the needed output level, 

Nigerian managers face an uphill task in trying to fashion out a reward system which does not 

have to necessarily be monetarily inclined to motivate and bring out the best in employees to 

whom morale would have been affected by the bad state of the socio-political and economic 

sphere of the country. 

The problems that are encountered by employees in compensation administration in 

universities are Non- compliance between rises in salaries and rises in prices; Non-compliance 

between salaries of counterparts in other jobs; Allowances not provided on fair criteria; 

Allowances following unaccepted criteria; There are the non-clear basis for distribution of 

allowances such as criteria applied for promotion. Absence of regulations to control the 

promotion procedures; and Lack of transparency in terms of incentives. The compensation 

practices include not only salary but also the direct and indirect rewards and benefits the 

employee is provided with in return for their contribution to the organization. Some of the 

benefits of employee performance include health insurance, disability income protection, 

retirement benefits, day-care, tuition reimbursement, sick leave, vacation (paid and non-paid), 

funding of education as well as flexible and alternative work arrangements. Compensation is 

usually narrowed to cash and as a result, employers only have a tunnelled vision when it comes 

to the issues of compensation for their employees. Other aspects of compensation which make 

up the total compensation package for the employee are not given much attention.  

1.2 Objectives of the study 

The main objective of this study is to examine the influence of compensation administration 

on the performance of selected universities in Anambra state. The specific objectives are to: 
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1. Examine the effect of Job-based compensation on employee performance in 

Universities in Anambra State 

2. Ascertain the effect of skill-based compensation on employee performance in 

universities in Anambra State. 

1.3 Research Hypotheses 

Ho1: Job-based compensation has a positive significant effect on employee performance in 

universities in Anambra State.  

Ho2: Skill-based compensation has a negative significant influence on employee performance 

in universities in Anambra State 

2.0 Conceptual Review 

2.1 Compensation 

Human resources are the most vital resources for any organization. It is responsible for every 

decision taken, every work done and every result. Compensation is the remuneration received 

by an employee in return for his/her contribution to the organization. It is an organized practice 

that involves balancing the work-employee relation by providing monetary and non-monetary 

rewards to. employees. Compensation administration is an integral part of human resources 

administration which helps in motivating employees and improving organizational 

effectiveness (Naukrihub 2009.) 

Employee compensation is the single most important cost in most firms, in some manufacturing 

organizations it accounts for 60% of the total cost. However, this is even higher in some service 

organizations and this means that the effectiveness with which compensation is allocated can 

make a significant difference in gaining or losing the competitive edge (Falola, Ibidunni & 

Olokundun, 2014). The same is echoed by Dessler (2008) who says that developing a good 

employee compensation plan is important for any organization and its employees. He continues 

to say that an improperly developed compensation plan may result in a wage rate that is too 

high hence unnecessary expenses; while paying less may guarantee inferior employee quality 

and high employee turnover. At the same time, internally inequitable wage rates reduce 

employee morale and cause endless complaints from the employees. The most important aspect 

of any compensation plan is the relationship that exists between performance and reward 

(Nelson and Spitzer, 2003). For that reason, the administration of compensation in any 

organization is surrounded by employee wages and salaries, incentive payments, bonuses, and 

commissions.  

Employee compensation contains all forms of pay and rewards received by employees for the 

performance of their jobs. Dessler (2011) employee compensation means all forms of pay or 

rewards going to employees and arising from their employment and it may be direct financial 

payments (Pay in the form of wages, salaries, incentives, commissions, and bonuses) and 

indirect financial payments (Pay in the form of financial benefits such as insurance). 

Compensation is the human resource administration function that deals with every type of 

reward individuals receive in exchange for performing organizational tasks (Ivancevich, 2006). 
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It is considered the major cost incurred by a business organization. However, today human 

resources are considered as human capital and compensation hence does not cost but rather 

investment (Armstrong, 2010). Heathfield (2012). defines compensation as a fixed amount of 

money paid to an employee by an employer in exchange for productive work performed. Thus, 

if individuals believe they are not compensated well, a state of emotional dissatisfaction 

develops. This is because people trade labour and loyalty for financial and non-financial 

compensation with business organizations. Thus, poor compensation administration may lead 

to absenteeism, turnover, job dissatisfaction, psychological withdrawal, poor mental health and 

so on. An ideal compensation strategy, therefore, should encourage employees to work harder 

with more determination and dedication to their duties (Khan, Shah and Zaman, 2013). It is a 

systematic approach to providing monetary value to employees in exchange for work 

performed. Compensation may achieve several purposes; assisting in recruitment, job 

performance, and job satisfaction (Yamoah, 2013). Compensation is a broad term that defines 

payments and rewards given to workers to persuade them to keep working for a company. 

Compensation systems play a significant role in promoting organizations’ strategic goals 

(Milkovich 1988). Traditionally, compensation systems were designed to strictly reward 

employees based on the specific jobs they performed. Earlier research has concluded that 

employees are the most important resource of the organization, and to satisfy customers, 

organizations must first satisfy their employee’s requirements.  

In comparing the traditional system with the skill-based pay system, the latter rewards 

employees for the array of skills they possess or the combination of different jobs they can do. 

Two employees doing the same piece of work could be placed on very different pay levels 

because one may possess more skills than the other.  

2.2 Employee Performance 

Employee performance is a core concept within work and organizational psychology 

(Sonnentag & Frese, 2002). Despite the great importance of individual employee performances 

and the widespread investigation into the correlation between job performance and 

organizational outcomes, very little effort has been put into developing a comprehensive 

definition for the construct and providing clarification on the metrics for its measurements. 

Elger (2007) for instance, defined the term performance as "the undertaking of complex series 

of actions that integrate skills and knowledge to produce a valuable result; and a performer as 

an individual or a group of people engaging in a collaborative effort", From this definition, 

employee performance can therefore be defined as an activity engaged by the employee to 

produce a viable or valuable outcome. Shahzadi, Javed, Pirzada, Nasreen and Khanam (2014) 

describe employee performance to involve the quality and quantity of output, presence at work, 

accommodative and helpful nature and timeliness of output. 

2.3 Theoretical Framework 

The study is anchored on Ability. Motivation, Opportunity Theory (AMO Theory). Expectancy 

to motivation explains the link between motivation and performance. The theory proposes that 

performance at the individual level depends on high motivation, possession of the necessary 

skills and abilities and an appropriate role and understanding of that role (Savaneviciene and 

Stankeviciute 2010). It is a short step to specify the HRM practices that encourage high skills 

and abilities, for example, the careful selection and high investment in training; high 

motivation, for example, employee involvement and performance-related pay; and an 
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appropriate role structure and role perception, for example, job design and extensive 

communication and feedback. Different HR practices/policies have many effects on ability, 

motivation, and to some degree, ability requirements/opportunity (Katou, 2008). Recruitment 

and selection, training and development policies are expected to have their primary effect on 

ability (and related expectancy motivation perceptions). Job design and job analysis primarily 

determine ability requirements/opportunity and to some degree, (intrinsic) rewards offered. 

Compensation has its primary effect on rewards offered and instrumentality perceptions 

(motivation).  

The AMO theory claims, there will be enhanced performance if the work environment provides 

the necessary support (for example through functioning technology) (Musah, 2008). Whitener 

(2001) argued that the organization may adopt a high-commitment strategy, including 

employment practices, appraisal, competitiveness, fair compensation, and comprehensive 

training and development for employees to have high commitment and motivation. This theory 

implies that an organization's HRD practices should speed up development for those staff with 

high ability and motivation whenever an opportunity arises. This means that those with high 

ability and motivation should be given priority over those with lower ability and motivation. 

2.4 Empirical Review 

Opara (2019) Compensation Management as a tool for achieving organizational objectives in 

American International Insurance Company PLC. The main objective of this study is to 

ascertain if compensation management is perceived by (AIICO) management and the 

employees as a veritable tool for achieving organizational objectives/goals. The study 

employed secondary and primary methods of data selection. Postulated and investigated four 

hypotheses. The major instrument for data collection includes the questionnaire oral interview 

and observation. The data generated from the survey were analyzed using frequency 

distribution, percentage, rank order and the mean. The major findings include that before the 

Central Bank Reforms, Insurance institutions were a common phenomenon in Nigeria which 

was unable to attain the level of sophistication and advancement as those in the developed 

nations but with rapid development in the sector based on advancement in technology the 

industry has taken a dramatic turn A well established and properly managed employee 

compensation scheme could lead to higher performance, therefore, the first hypothesis was 

upheld. The second hypothesis of the study was rejected based on the fact that out of the eleven 

principles listed seven of them scored more than 50% respectively. 

Pepra-Mensah, Luther and Albert (2017) studied teacher perception of compensation and 

whether compensation affects teacher job satisfaction at the basic level since they laid the 

foundation for the future leaders of a country, which means that their ability to give off their 

best went a long way to affect the calibre of persons that are brought up in our society. A 

convenience sampling procedure was used to select 100 basic school teachers for the study. 

Primary data were gathered through the administration of questionnaires. Statistical tools 

employed to analyze the data were frequencies, means and standard deviation. Pearson 

correlation and regression analysis were also adopted for hypothesis testing. The results 

revealed that teachers have a negative perception of compensation practices of the service and 

also revealed that compensation dimensions of Base pay. Incentives and benefits significantly 

correlated with teachers' job satisfaction. As a result of the findings, it was recommended that 

policymakers and administration put in place effective compensation policies and include 

teachers in major compensation decisions that affect them. 
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3.0 Methodology 

3.1 Research Design 

The study adopted a descriptive survey research design. This approach is a research method 

that studies people or objects, their attitudes, belief system, opinions and other behavioural 

manifestations. Survey research is designed to scientifically describe phenomena and their 

relationships in the actual environment after a given time, survey must depend instead on 

samples of respondents drawn from the population and considered a representative of the 

population. 

3.2 Population 

The population of the study comprised selected universities in Anambra State, Nigeria. The 

researcher decided to study the employees. The population of the study are both academic and 

non-academic employees of the selected universities in Anambra State. This is three thousand 

six hundred and thirteen. 

 Names Of Institution Of High Learning Non-Academic 

Staff 

Academic 

Staff 

1 Madonna University Okija 150 200 

2 Tasian University Umunya 100 150 

3 Paul University Awka. 160 133 

4 Chukwuemeka Odumegwu Ojukwu University, Igbariam 

Campus 

250 700 

5 Nnamdi Azikiwe, University Awka. 320 1450 

 TOTAL 980 2633 

3.3 Sample Size 

Cooper and Schindler (2003), state that the size of a sample should be a function of the variation 

in the population parameter under the study and the estimated precision needed by the 

researcher. The target population of the study is universities in Anambra State to be 3613. The 

statistical formula devised by Borg and Gall (1973) was employed to determine the sample 

size.  

The formula state thus: n= (Zx)2eN 

Where n = Sample size 

N = Population Figure 

e = Margin error and this case= 0.05 

Z = Confidence level and for 0.05 it is 1.964 

NB; Target population of universities selected is 3613 

Substituting the population frame of this study into the formula above, the sample size can be 
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computed as follows: 

n= (1.964)2 0.05x3613 

n = 428.59 Therefore, n = 429 

3.4 Sources of Data 

This study made use of primary data. The primary source of data is the sampling or study unit 

regarding in (or form) which information is collected on a first-hand basis. Primary data is the 

data that was collected by the researcher for the specific research purpose. This study made use 

of a questionnaire to generate the primary data also secondary data was used because some 

materials were collected through the internet, school magazines, and newsletters. Etc. 

3.5 Method of Data Analysis 

The need to enhance easy comprehension and analysis prompted the use of the frequency 

distribution table to present the data gathered. A simple percentage analysis was employed to 

answer the research questions. Multiple regression analysis was conducted to assess the relative 

predictive power of the independent variables on the dependent variable. The Statistical 

Package for Social Sciences (SPSS) version 21 was employed to test the hypotheses.  

3.6 Test of Hypotheses 

3.6.1 Hypothesis One 

Ho:  Job-based compensation has positive significant effect on employee performance at 

selected universities in Anambra state. 

Hoi:  Job-based compensation has a significant effect on employee performance at selected 

universities in Anambra state. 

The results showed a t-cal = 6.84 for the independent variable. This indicates that there is a 

positive relationship between employee performance and Job-based compensation this 

hypothesis is hereby accepted at a 1% level of significance. 

Hypothesis Two 

Ho:  Equity-based compensation has a negative significant effect on employee performance 

of universities in Anambra state. 

Ho2:  Equity-based compensation has no significant effect on employee performance of 

universities in Anambra state. 

The t-cal value of 6.017 at a 1% level of significance reveals a negative statistically significant 

relationship between dependent and independent variables on our earlier stated decision rules 

we reject the null hypothesis and accept the alternative hypothesis. Therefore, the indices 

significantly affect employee performance and equity-based performance in universities in 

Anambra state. 
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4. 1 Discussion of Findings 

Statically analysis of results indicates a positive relationship between the independent variables 

and the dependent variable using the opinions of the research respondents as indicators or 

proxies of their employee performance. The positive relationship between the respective 

independent variables confirms the findings of earlier research efforts. 

Employee performance has a positive relationship with Universities in Anambra state. This 

confirms the findings of Oko et al (201 7) that Job-based compensation is a precursor of 

employee performance and the findings of Ethel and Akpunonu (2016) that performance-based 

compensation affects the performance of employees in tertiary institutions. This also 

corroborates with the research of Dioneo-Adetayo. (2012) that' a positive relationship exists 

between the effect of equity-based compensation and performance of employees in 

Organizations. Nancy and Uzo (2019) are of the view that equity-based compensation indicates 

the type of performance an employee puts in the place of work. Compensation has a great 

indicator of employee performance. 

5.1 Summary of Findings 

The study revealed the following; 

1. There is a positive relationship between Job-based compensation and employee 

performance at universities selected in Anambra state. 

2. There is a negative effect between Skill based compensation and employee performance 

of universities selected in Anambra state. 

5.2 Conclusion 

The compensation factor has been increasingly effective over the years as evident in the upward 

trend of employee turnover. Although verifiable statistic is not available, this issue has been 

reported to be quite high without showing any sign of reversal. This is why the researcher came 

in to proffer solutions. This research investigated Compensation and employee performance of 

universities selected in Anambra state. and it was found that the two independent variables 

used as proxies one has a positive relationship while the other has a negative relationship with 

the work anchored on the theory of Ability motivation and Expectancy theory to link 

Motivation and performance. Organizations are advised to compensate their employees 

because they are the people that will help them achieve the set objectives mostly for the 

universities selected. 

5.3 Recommendations 

1. Based on the findings of this research, encouragement should be given to employees 

for them to put in their best in various organizations. Job-based compensation is to be 

employed in various universities in Anambra state to help employees perform better. 

2. Skill-based compensation should be encouraged so that talented employees will be 

retained in selected universities in Anambra state. 
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