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Impact of Strategic Reward and Compensation Pl 1ct1r . er {“rm.mce
i bof Union Bank Plc in Ilorin Metropolis

SULEIMAN. AHMED AREMU" AND AYOOLA, OLORUNFEM]
’ JOSEPH™

Abstract

The success of any business organisation in today’s ever C/{(u.zg'ifzg‘ ()ZL\,)'I'II'(".\’.S—" world |
attributable to its ab'i/ity to compete favourably in the market. Ther cfor ( ..s{mu gl( ,(.)Wu.)‘d and
compensation practice become a vital tool used by JUGNEEEEs {?f dlf/“f’”f U'ga\”{.\(zf‘zonis' to
stimulate the activities of the employees to act towards ac./nm'mg the .sc'f‘uijcm:as of the
organisation. Hence, the main focus of the study is to examme' f/z'c effect of f!/'.utvgzc reward
and compensation practice on employees’ performance. Dc’scrzpmjc’ survey u’scm’c/zv mc{/md
was adopted for the study. A total of 53 copies of structured qucstzomtazrc .was admmzstcn:zd
to the respondents to obtain the necessary primary data. Simple regression .was used for
testing the formulated hypothesis. The result of the analysis revealed that strategic revward and
compensation practice have significant influence on the performance of employees (R° =
0.949 and p-value less than 0.05). The study concluded that there is a significant effect of
strategic reward and compensation practice on employees’ performance. Therefore, the Study
recommended that banks’ management should always review the content of their strategic
reward and compensation practice from time to time in consistent with the interest of the staff
by considering their welfare accordingly so that they can put in their best at gaining
competitive advantage.

Keywords:  Compensation, Employees performance, Practices, Strategy, &
Reward

Introduction

In Nigeria today, the issues of acquiring more market, more customers, and
more sales are no longer bothering business organization compared to higher
competition among the firms, due to g rapid change in globalization and
advgncement in information and communication technological systems.
Owing to this prevalent situation, ma
to set their goals in their corporate performance.
reduction, achieving higher sales levels, increasin

: ) the number of customers,
increasing the market percentage, 5 -

improving productivity and quality

Suleiman, Ahmed Aremy is in the D
) ‘ Cpartment of Bysipes Inistrati 1
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suleiman.aa@unilorin.edu.ng; aremu.ahmed40@email . > llorin, ~ Nigena
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pact of Strotoe s

Impact of Strategic Reward and Compensation Practices on Per formance of Union Bank Pl
in llorin Metropolis “ ‘
zation of these goals could only be achieved
Tanagement in organizations. Workforce, as the
t1-1e achievement of organizational performance
minent firm’s assets (Siddiqui, 2014). Therefore,
tage, companies must re-evaluate their corporate
reset their strategic goals.

Innovative products, The reali
through the human resources 1
key to success, would enable
as they remain one of the pro
to.su.stain competitive advan
mission and vision as wel] as

More importantly,
to create avenue th
and communicate

1t becomes pertinent for management in the organizations
at would bring up a deeper understanding of how to analyze
; business strategy, so that employees can learn how to
manage operational and strategic risk while driving breakthrough innovation
and pérformance.Also, human resources management should be seen to be
more important than other competitive sources because they operate and act
on qther assets in organization purposely to create value, competitiveness and
realize business objectives. Besides, organizations must understand the needs
of their workforce in order to achieve the desired corporate performance.

Noticeably, some of the desired outcomes of organizations in managing their
workforce are competency, cooperation with managers, cooperation among
themselves, displaying capabilities, motivation, commitment and satisfaction,
good attitude and punctuality. Also, the overall goal of corporate performance
management is to create a culture of high performance where individual
employees and team members would take responsibility for the continuous
improvement of business processes and their skills. At the same time to
contribute to achieving the targets set by managers.

In particular, strategic human resource management (SHRM) represents a
relatively new transformation in the field of human resource management. It is
concerned with the role human resource management systems play in firm
performance, particularly focusing on the alignment of human resources as a
means of gaining competitive advantage. It equally involves linking of human
resource management to firm level outcomes with a financial and strategic
importance. It evolved in the beginning as an isolated planning function with
restricted set of responsibilities, but gradually expanded. Since it has been
established that the main purpose of strategic human resource management is
to improve organisational performance‘ through people maqagement,
organizations therefore need to manage their hurpan resources effectively -and
efficiently to achieve the desired goals and objectives which later translate into

a better performance.

Considering the existing fact about the concept of strategic human resource
management and organisational performance, it is worthy of note that it
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Sdpcrifzghzagsce]deqb\o the bank to stimulate the effort of their workforce toy,
ap 3

achieving the set objectives.

f
e
e
ards

Statement of the problem

In the last few decades, so many organizqtions have operated 3
human resource Management practices wlnc;h .accommodat.es glld TS a
internal effectjve operation of personne] within the Organization making it
difficult for the Same establishment to pe flexible to adopt new tecl111olpgy and
compete favourably among other firms that Operate in the same Industry

believing that market and economic stability will remaip forever, However,
the advent of globalizatiop brought in g ve

across the worlq. This brought the em
industries that could

products, €ngage in after sgjeg Service, maintaip good customer relations, anq
ready to source their

Cnvironment among oth
lead to the formation of
Where strategic rewqy:
2012). Wit the incoxporation of Strategijc 'eWard and ¢
owners of the Organizati

¢ able tq 0 extra mjle ¢, stimulate thejy
cmployees to perform bettep by satisfy; IS |
customers’ loyalty

traditional
fosters an

€rs. This as g challenge ¢ the exi
the practiceg of strat

related to cmploy
2016). Thougp, Study by
proved otherwise, How
Nwokocha, 20
foster emp]

S and benefits were
fror : rt, 2017 Nwokocha,
Afriyie, Twum ) ONg, and Dark, (2020)
ever, the earljep authorg

1) argueq that a ggoq salary, > Neu, &Robert, 2017;

benefitg and r iti
’ : CCognition would
Oyee perfonnance, Ietention gpg productivity .

.

he Practice of strategic
0 : .
1 Countrieg like G n ™Me and abroad, Spec1ﬁca11y, n

. Y3 and Njgepo (Aftiyie, Twumasi,
Besidesi'the : » 2020; ean, Ngul, &Robert, 17: NWOI}(IOC’ha, 2016).
SO applicape to a Sector of econ ranging
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Impact of Strategic R
¢ ) & ‘Il( > ' .y ’ i J= ’
gic Reward and Compensation Practices on Performance of Union Bank Plc
in Illorin Metropolis - |
reward and compensati acti A o ‘
e, 1131:1151:1.11011 practice has been made on the performance of
) ,\ c » . . . ~ b+
103 anking industry. This forms the major gap that the current
study has come to fil]. the i

Hence, this study examines the impact of strategic

reward and i racti \ |
o 7% compensation practice on the performance of Union bank
cmployees in Ilorin metropolis.

Literature Review

Conceptual Review

{ . . . ] i i
Empirical Evidences on Strategic Rewards and Compensation practice

A performance-based return is the main strategic human resource management
(SHRM) practice that companies use to assess and reward workers’ efforts
(Collins & Clark, 2003). Obviously, performance-based return has a positive
effect upon workers and organizational performance (Brown, Sturman, &
Simmering, 2003; Cardon & Stevens, 2004). Prior studies(for instance,
Osinbajo & Adeniji 2012; Eneh & Awara, 2016) on the association among
performance-related pay and business performance have normally found an
optimistic association, but a rising body of empirical studies recommend that it
is not just pay level that matters, but pay structure as well (Wimbush, 2005;
Eisingerich, Rubera, & Seifert, 2009; David, Chin, & Victor, 2002; Purcell-
Gates, 2007). Singh (2005) suggested that compensation and reward policy
has a significant relationship with organizational performance.

Barringer, Jones, and Neubaum (2005) in their study on rapid versus slow
growth companies, found that workers incentives distinguished the rapid
growth from the slow-growth firms. Companies that were keen to reach rapid-
growth provided their workers monetary incentives and stock choices as part
of their reward packages. In doing so, firms managed to achieve high levels of
performance from workers, provide employees the sense that they have rights
in the firm, fascinate and recall high-quality employees, and swing a share of a
frm’s business risk to the employees. It is in this realm that Delery and Doty
(1996) acknowledged performance-based compensation as the sole strongest
forecaster of firms’ performance. Both performance-based compensation and
merit-based evaluation can be viewed as constituents in organizational
incentive systems that inspire individual performance and retention (Uen &
Chien, 2064).C110, Woods, Jang, and Erdem (2005) proposed that an
encouragement strategy is an effective way in decliping income tax. In their
longitudinal study on hospitality industry found that incentive programs led to
higher revenue, increased profits and reduced costs.
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Similarly, Paul and Anantharaman (2003) hlghhng‘ucget??fgeci;::pm}sétmn
system Eiircctly affects the operating perfonpance. r't;) roamzatior;' ]“\T\'ards
and compensation policies should be associated \\T 1 org : a 50.315_
However, researchers have found that the pay for performance (,z.itl‘] Cncourage
workers, but the employee does not hold the. loyalty and p-GI ;)g(l)];nce to
organization (Ahmad & Schroeder, 2003; Rodriguez & \;entm st; b ). Th]‘s
means the employees are focused on the job and try to perform etter but thejr
emotional attachment with the organization should be weak’er. This can cauge
high turnover intentions among emplo'yees.. Workers_ turnover ¢ap
expressively sluggish the development, mainly in information concentrateq

businesses (Baron & Hannan, 2002).

Employee Performance

Human resource is concerned with the function that allow employees play
their part in the day-to-day activities of the organization, at the same time
focusing on the configuration of workers as a technique for gaining
competitive advantage. Firms are becoming conscious that thriving human
resource policies and practices may enhance employees’ performance in
diverse areas such as productivity, quality and fiscal performance (Voorde,
Van De, Paauwe & Van Veldhoven, 2010). The postulation founding the
practice of HRM is that employees are the firm’s most important resource and
organizational performance mostly depends on them. Hence if proper
assortment of HR policies and processes are developed and implemented

cffectively, then HR will register a huge impact on organizational
performance.

Despite there being a range of stakeholders in an organization, the principal
strategic goal of any business is superior performance which depends to a
great  extent on effective operational  performance, The operational
performance of an organization is g function of people, processes and
technology. For successful interactiop of people with equipment and
processes, the people in the organization haye to be knowledgeable enough,
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Otri b;(;(\)::}f 2;‘;“5'[011.1@ .to the ever varying cnvirm}r’{]em.

nal;p(eronnance 1soc1al responsibility amongs't additional

Feasires, e, 1as mostly been conceptualw‘,cd on.thc
> ever some scholars have urged for a wider

mCt,that Incorporate aspects of non-financial measures such

efficiency, quality, and company image, (Waiganjo, Mukulu

profitability, ability
employee satisfactj
goals. Organizatio
basis of financial
performance const
as, effectiveness,
& Kahiri, 2012).

OAfCZ(r);(:nnii ;goli;?ha(r)dl(.?OOg), O-rgar.lizational pgl‘formM(:e means achievement
measured not oo goals and objectives. Orgamzatlon.pcrfonnance should be
e y in terms of market share, return on investment and financial
profitability, but should encompass both qualitative and quantitative
parameters of measurement. This approach is supported by Lusthaus (2000)
who . categorizes organization performance indicators in terms of}
ef.fec.tlveness, ability of an organization to provide the best service or product
w1th1r} the most effective structure; efficiency, the degree to which an
organization moves towards attainment of its mission and realization of its
goals; relevance, survival of an organization and financial viability, an
organization’s ability to have more financial resources than its spending.

One of the most comprehensive framework for Organization Performance
Assessment (OPA) is the Institutional and Organizational Assessment Model
(I0A) (Leggat, Narine, Lemieux-Charles, & Barnsley, 1998). The details of
how it works are elaborated by Universalia and the International Development
Resource Centre (IDRC). This model views the performance of an
organization as a multidimensional idea, which is a balance between
effectiveness, relevance, efficiency, and financial viability of the organization.
The framework also posits that organizational performance should be
examined in relation to the organization’s motivation, capacity and external
environment. Thus, organizational performance should be evaluated using
various indicators such as effectiveness, efficiency, customer satisfaction and

financial leverage depending on the nature of the organization (IDRC, 2002).

These indicators were applied in this study.

Empirical Review

of the existing literature by different researchers have showned the
differences and diversity in the approach and fmdings of the impact of thc’:
concept of strategic reward and compensation practice on employegs
performance. One of these researchers wergKang and Le§(2021)who studied
employee compensation strategy as susFalnabl.e competitive a(.ivantage for
human resource education practitioners 1n United State. In doing this, the

The review
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ment sensitivity t0 their needs such as housing loan and

ever, the study failed to use comprehensive statistical
: ected from the respondents which possibly

resp
responses that
compare to manage
accommodation. HOW
techniques 10 analysis data coll
could have affected the results.

(2017)who investigated the

Likewise in the work of Jean, Ngui, and Robert . : :
formance with the aim of

offects of compensation strategies on employees’ Pe
determining how compensation strategies can be used to influence employee

performance at Mombasa Cement Limited in Kenya. In achieving this target,
h objectives which include to determine the

the study adopted three researc

offect of salary, benefits and recognition on the performance of employees.
Adopting a research survey design with the administration of self-
administered questionnaire to the population of 153 employees who were

selected using stratified sampling technique. The study found out having
analyzed the quantitative data collected using Pearson correlation method that
good salary, benefits in terms of bonuses and allowances as well as
recognition through certification verbal foster employee performance.

Nwoktoch.a (2016) did a content analysis in the form of library research on the
c?iammatlon of the application of reward strategy in organizations with the
aim of ascertaining its suitability on employees’ performance, retention and
Sll;fziduztl\;ty, in Rllvers Sctiate, Port Harcourt. The study found 01;t thatn figzniial
non-financial rewards exist 1 {7ati

positiye relationship exist betw;le;her:\:/i?gézz[rll%n.eielquany’found out that
retention and productivity in the organization, but if relivzz'gssplape}’formance,t

g n is seen no

equal to the effort of the em :
: ployees, S
employees working in the organizatic}:n it may lead to de-motivation of

Comparatively, rew
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seem to statisticall
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Impact of Strategic Rey ard and Compensation Practices on Performance of Union Bank PIc

in Ilorin Metropolis

relationship was found in the content anaylsis
(2016) between rewards and employees’
oductivity. It was only in the study of Afriyie,
and Darko (2020) where financial compensation could not

nts. The reason might be due to the use of small sample of

performance. Also, the same
conducted by Nwokocha
performance, retention and pr
Twumasi, Sarpong,
attract the responde
35 respondents.

Gaps Identified

Havmg cited, compared and contrasted the studies above, it was noted that
strategic reward and compensation practice is practiced both home and abroad.
Speciﬁca]ly in the West African countries including Ghana, Kenya and
Nigeria. Besides, it was also noted that strategic reward and compensation
policy is applicable across all sectors of economy ranging from
manufacturing, and education. Interestingly, no much emphasis of strategic
reward and compensation practice has been laid on the performance of
employees banking industry recently. This forms the major gap that the
current study has come to fill, by looking at the impact of reward and
compensation practice on the performance of Union bank employees in Ilorin
metropolis.

Theoretical Review

Resource Based View

The Resource Based View (RBV) theory was founded on the work of Penrose
(1959), while others who have extended the‘ theory include, Wernerfelts
(1984), Rumelt (1984), Barney (1996), and Dierickx and Cool (}989). The
RBV theory is currently predominantly used by researchers studym_g SHRM
as suggested by Wright, Dunford, & Snell (2001). Barney (1991) posus that an
organization gains competitive advantage by not (.)nly. acquiring but also
developing, putting together, and effectlvely dgploylpg 1t§ physical, human,
and organizational resources in tecl}nlques that is put in umque.value and that
are difficult for competitors to imitate. The resource based view states that

competitive advantage comes from the internal resources that are owned by a

firm (Wernerfelt, 2004).

The RBV is concerned with the connection between internal resources,
straete and the performance of the organization. It focuses on the
encou%igement of sustained competitive advantage through the development

of human capital rather than just aligning human resources to current strategic

goals (Torrington 2005). The argument that the resources that is internal to an
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organization can result to competitive advantage 1s a .Shm from earlje,
suégcstions of strategy which focuses on the extemal envnom‘r?ejnt and such
factors as customers, industry, and competitors (Miles and Snow 2004; Porter
2005). The RBV provides a theoretical enlightenment of how the hu}n_an
resources of an organization can add to performance and competitive
advantage.

According to Wright, McMahan, and McWilliams (2004), resources that are
valuable, rare, inimitable and non-substitutable lead to competitive advantage.
It is the human resources of an organization that make up the resource that
leads to competitive advantage. From this outlook HR pragtlcgs or systems
possibly will without difficulty be duplicated by other organizations and only
the knowledge skills and abilities possessed by individuals within a firm
would meet the criterion outlined by Barney (1991). To this end, Lado and
Wilson (1994) have argued that HR practices put together into a general HR
system can be exceptional and not easy to duplicate and constitute a resource
satisfying the conditions necessary for sustained competitive advantage. While
both views appear to be acknowledged in the literature, the majority of SHRM
researchers using RBV as their theoretical framework have paid attention on
the HR system or overarching HR philosophy as a resource functioning to
develop the human capital of the firm (Boxall, 1998). However, the resource
based view was used in this study to support organization’s human resource
capabilities which needs to be valuable, rare, inimitable and non substitutable
to give a firm competitive advantage. It was also used to identify the strategic
reward and compensation practices that are used in the study.

Universalistic Theory

The universalistic theory was postulated by Dewar and Werbel (1979) who
rooted for a best practices approach to SHRM. This theory posits that some
SHRM  practices are constantly better than others and therefore all
organizations should assume these best practices. As Pfeffer (1994) put,
universalistic or best-practice approach holds tha
dependent variable relationships hold across the
organization. This suggested that some

others, and all organizations should adopt them. Under a universalistic
apprc?ach, strategic HR practices are those that are found to consistently lead
to higher organizational performance, independent of an organization’s

strategy. Such practices include formal training Systems, profit sharing, voice
mechanisms, and job definition.

t certain independent-
whole populations of
HR practices are always better than
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According t i g s

or ‘g to Marchington and Wilkinson (2008), the idea of best practice was
at first acknowledged in the ea

that the taking on of > early US models of HRM, most of which argu;d
- orzatinnt C(lartam best human resource practices would result in
attitudes ang b fllO}Ia performance, manifested through; improved wo.rker
Sl le 1a\1/10rs, decreased. levels of tum(?v.m' and absent'eelsm,
effic evels and therefore increased productivity, bettér quality and

Hticiency and increased retum on investment. Universalistic arguments
simply suggest that the connection between a particular independent variable
and a dependent variable js universal across the populace of organizations. To
be able to make universalistic predictions, key strategic HR practices are
1dentified and th

en opinion that relate to the individual practice offered.

Leqnard (1990) established that an organization having long-term incentive
pol%cies for their senior managers had registered higher profits over a five-year
period than did other organizations. Ahowd (1990) argues that managerial
compensation should be based on an organization's financial performance.
Gerhart (1990) elaborates that pay blend was related to monetary performance.
Organizations with pay strategies that included a greater amount of
performance-contingent pay achieved better monetary performance. However,
this study relies on this theory because it promotes the use of strategic human
resource management practices such as profit sharing among others, which is
the basis of this research.

Methodology

This research work basically adopted a descriptive survey research design.
This was because the study investigated the impact of strategic reward and
compensation practices on organisational performance. In doing this, the study
obtained the necessary information from the respondents through the primary
data using structure questionnaire administered to a given sample of
individuals drawn from a defined population. Basically, the population of this
study consisted of employees of Union Bank Plc, in Ilorin Met.rOpolis, The
sampling was limited to the staff .of the three (3) branche§ of Union bank Plc
operating in Ilorin. These are Talwp, Challenge,. and Unilorin branch. These
branches were selected due to tlme, convenience and closeness to the
researcher. Its total population consisted of ﬁfty (53) staff, hence the .study
adopted the use of census. For the purpose of this research work,‘ both primary
and secondary methods of data collection were adopted.- The primary method
of data collection used here was b'aswally questionnaire  which was
administered to the respondents considering cost, ava11ab111Fy of time an.d the
amount of response sought. The secondary data used include published
academic articles, related topics in the text books and related materials from
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- ire were administered tq o
53 copies of the questionnaire Were atiinistered to
the internet. More S0, J: S

| S
Litp

i . Plc in llorin metropolis T .
ff of the selected branches of Union Bank Plc 1n 1ot etropolis, T
statt ot the se S

‘ ure. It consisteq ..

ended 1n nat Sisted of

tionnaire was a structured and closed il TORTALEE of o
questio 4 C. Section A covers demograp : [ the
section A, B, an : : y strategic reward anaq
B e B contains sixteen questions related to e l? élu.u
artici g £ : - eleven questions relate
Ic):om eisati,on practices while section C included dc. Iq’k*rt scals 8 ‘:
orga}r)uzation performance The scale uses a five pom'td ; L4 \ rom |
' : ] , 4 Agree, and <
representing Strongly Disagree, 2 Disagree, 3 Undecided, 4 Agree i 5
P 3 ' ing the statement for each of the questiong
Strongly Agree for measuring tc d the data collected through the
raised.The research study specifically presented the . gh the

use of questionnaire with frequency counts and simple percentage methog
while the hypothesis was tested using linear regression.

to

Model Specification
Y = f (b0+bx+¢)

Where:

Y = Employees’ performance
x= Strategic Reward and Compensation practice

Data Analysis and Discussion Of Findings

Ho.  Strategic reward and compensation practice has no influence on
employees’ performance,
Table 1: Model Summay
Model R R Adjusted R Square Std. Error of the Estimate
Square
1 974" 949 948 30794
Predictors: (Constant), Strategic Reward and C i
Source: SPSS Printout, 2021 >rpensation practice

i * R-square (R?) is 0.949
S significs () : aS a significant influence on the

trategic reward anq compensation

2 Variables that Were not captured by
1ent of 0.974 implies that a nearly
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ositive relati : - ) i ;
P ationship exist between strategic reward and compensation practice

and performance of the emplo

yees.
Table 2: ANOVAP
Model Sum of Df Mean I3 Sig.
. Squares Square :
1 Regfessmn 84.778 1 84.778 894.037 .000"
Residual 4.552 48 .095
Total 89.330 49
Source: SPSS Printout, 2021

Predictors: (Constant), Strategic Reward and Compensation practice

Dependent Variable: Employees’ Performance

The table 2 is an analysis of variance showing F-statistic value of 894.037 to
be greater than critical F statistic. Also, the ANOVA probability value of .000
is less than 0.05 level of significant. Thus, the overall model is fit for the
study and the overall strategic reward and compensation practice items are
significant in determining the performance of employees.

Table 3: Coefficients”

Model Unstandardized Standardized t Sig.
Coefficients Coefficients
B Std. Error  Beta
1 (Constant) .415 119 3.491 .001
SRC 978 .033 974 29.900 .000
a. Dependent Variable: employees’ performance
Source: SPSS Printout, 2021

The table 3 is a coefficient table where a unit change in strategic reward and
compensation practice would gears up performance of employee by 0.978
provided other variables remained constant. This is positive and significant as
probability value of 0.000 is less than 0.05 level of significant which suggests
that strategic reward and compensation practice has significant impact on
employees’ performance. Therefore, the null hypothesis is rejected while the
alternative hypothesis accepted. The findings of this research in tandem with
the findings of Jean, Ngui, and Robert (2017); Nwokocha (2016) who argued
that rewards and benefits have a significant positive relationship with

employees’ performance.
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tions
Conclusion and Recommcnda

-aluate the impact of Stl‘at‘egic reward ang
In this study, efforts Were made to ?Oi;nance " £ Union bank’s employees i
compensation practices 0N tg]ee %Cl;ding of this study, it was con.ClUded that
[lorin mctroPoh's, base_d Snence of strategic reward an.d c01npel1sqt101T1lp1 acw o
there was a significant 111} Y 1 bank employees in Ilorin metrozpohs. 1us, 11113
on thc? p.erfonnance_ dOf C;dloby Correlation COefﬁCiCI'lt a}ld 'R value of 0.974
submission was © \:11 ?nat p-value less than 0.05. This Slglllﬁfzs .that.the more
B s rard and compensation practice 18 improved and
B et speo £ employees and the more customers are
reviewed, the better the performance o1 emp y

satisfied.

The study recommended that Union Bank of Nigeria .Plc and 9ther ﬁngncu;l
institutions should ensure that the constltu.ent of their strategic rc;,lwar an
compensation practice are pen’odically. reviewed so as tq reﬂec’t t ;3 current
compensation packages. This would increase the organization s chance 9f
survival and gain competitive advantage over other money deposit banks in
the industry.
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