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A compensation system is very important in any organization as it is one of the critical factors that influence the performance and productivity within an organization. It affects employee’s motivation, satisfaction and productivity. According to Malhotra et al. (2007), no matter the kind of organization one looks at, rewards play an important role in building and maintaining the commitment among employees that ensures a high standard of performance and workforce stability. With proper compensation, the morale of the workers is boosted while the negative behaviors such as absenteeism within the company are reduced. Thus, increasing the performance and productivity within the company. Additionally, employee satisfaction affects ones performance and it can be achieved when one feels that he/she has be fairly compensated. Generally, the basis of using compensation is to promote certain beneficial behaviors that improves performance while constraining other behaviors that are perceived to be detrimental to productivity within the organization.
Since the primary goal of a compensation system is to motivate employees, there is a need for the management to focus on all the factors that influence the employee motivation. Apart from offering tangible rewards (extrinsic motivation) such as money and job security, organizations should also ensure that their employees are intrinsically motivated. One way managers can promote intrinsic motivation among the employees is by creating a healthy and conducive work environment. A favorable working environment promote a positive attitude within the workplace. Thus, boosting employee morale. Furthermore, managers can improve intrinsic motivation by allowing multi-channel communication within the organization as well as promoting effective downward and upward communication. Adkins (2006), states that communication is crucial to keeping a workforce motivated and it helps to maintain a ‘motivated culture’ in the workplace. It is through communication that the management will clearly inform the employees about the goals of the organization and what the employees are expected to do. Moreover, employees will give their feedback and ideas to the management hence, allowing them to participate in the decision making within the organization. Malhotra et al. (2007), argue that employee participation in decision making ‘is seen as an indirect means of communicating managerial expectations of work behavior’ and can be a motivating force for employee performance.
As seen above, both intrinsic and extrinsic types of motivations are equally important in any organization. To achieve employee satisfaction and improve the overall productivity, managers need to focus on promoting both types of motivation. I could not agree more. Both intrinsic and extrinsic motivations are important to me. As long as I want to be rewarded for my qualifications and for the job I do, I need personal achievements and growth. In any case, employee satisfaction can be achieved by a combination of rewards and not by any one particular reward (Shanks, 2007).
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