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Compensation, in any field of employment, is very critical to employees and the employer in an organization. In regards to the pay model, there are four policies that determine how workers should be compensated in their workplace. Due to differences in skills, level of education, bureaucracy and external competition, an organization should be able to grade its employees accordingly. Compensation influences work outcomes to a greater ability. How employees respond to their duties, performance, and skills acquisition. It also serves to motivate workers and fuel employee and customer relations. The pay model can be used to develop an organization’s pay strategy. For an organization to remain competitive and retain employees that have very highly qualified skills, it needs to understand that it is vital to have concrete goals and objectives for its end term realization of the vision it has. An organization will have to look at the external competition that it is facing and use that to create and recruit a workforce that will ensure it remains relevant. Hence, it will be effective to align employees strategically, empower them and give them the opportunity to carry out their duties under guidance and supervision. Compensation in any organization serves to motivate employees in carrying out their duties, dealing with customers and ensure company and personal growth. The pay model also helps an organization to control its labor costs by working through a well worked out budget. It also ensures that the organization remains relevant in the global economy, and employees are more likely to remain at the workplace due to the relevance and competitive status. Failure to that could lead to a loss of employees through retention or even resignation. Other factors that may influence compensation of employees are government policies, economic pressures, cultures, andnon-commitment from stakeholders (Milkovich & Gerhart, 2014). 
Work returns should however match the income that a company generates, failure to which great losses will be witnessed. For instance, general motors have been reported to pay its workers more money that what it registers as its profits. This saw it file for bankruptcy in June 2009. General motors had to downsize its employees. In addition to paying its employees handsome, the company realized that it had also been manufacturing vehicles that did not have a market for them. An organization has to take into consideration the corresponding advantages that its services bring about. Working is good for our health; hence it is good for one to be paid for the services that they render. Individuals may take compensation personally in the case where they don’t feel like the. Compensation does not match their services. Therefore, it is critical that organizations ensure that they at least remunerate their employees fairly. The returns that people get from work enable them to cater for their daily expenses, pay taxes to the government, pay for medical, educational and life policies and also remit their pension contributions (Milkovich & Gerhart, 2014). People with easy access to the above services are able to live meaningfully within their means. Working also helps individuals have improved mental and physical health hence becoming more productive at the workplace. Individuals that take compensation personally have emotional issue tend to be less productive at the workplace and lag behind in service delivery. In paying out taxes, the government expects that every working person remits at least 16% of their total income to the revenue authority. These taxes are then used by the government to run projects in the country and pay its workers.
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