B JAREC I

JOURNAL OF AGRICULTURAL AND RESOURCE ECONOMICS ISSM:1068-5502 |51 INDEXED JOURMAL

UTAH STATE UNIVERSITY, LOGAMN USA

The Survey of Relation Between Different Dimensions of Payment System
With Staff Performance of Monitoring Department of Customs in West
Azarbayjan Province

Sepideh Azmoodeh Afshar', Mohammad Bashokouh’, Mousa Rezvani Chamanzamin®
1-Msc in management, Department of management, Astara Branch, Islamic Azad University, Astara, Iran
2-Assistant of Professor; University of Mohaghegh Ardabili.
3-Faculty Member, Department of management, Astara Branch, Islamic Azad University, Astara, Iran
Department of management, Astara Branch, Islamic Azad University, Astara, Iran

Corresponding author: sepideh azmoodeh afshar

Publication Date: June 2013
Abstract

The present article has adopted a comprehensive approach toward examining the relationship
between payment systems and human resource productivity. In recent decades, big steps have
been taken to equalize salary payment and integrate payment subsystems. One of these steps
deals with moving toward designing appropriate payment models as a basis for human
resource productivity enhancement. The Freidman test has been used to determine the level
of the significance of factors affecting human resource productivity. The research's data were
collected using a questionnaire whose validity and reliability were verified by Cronbach's
Coefficient Alpha. Also, the correlation test was used to examine the degree and type of the
relationship between the independent and dependent variables. An analysis of the data
yielded results that support the research's hypotheses about the direct effect of the variables
on each other. The results suggest that the highest productivity is observed in behavior-based
payment systems while the lowest productivity occurs when employees are paid fairly. The
analysis verified all the seven hypotheses. The output of the present research is a series of
structured payment systems that lead to human resource productivity, indicating that the
payment system significantly affects human resource productivity.
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Introduction

In today's competitive world, where only organizations that can make the best use of their
resources and yield the highest productivity can survive, human resources is considered an
important organizational asset. Therefore, it is upon every organization to employ
mechanisms such as providing bonuses and welfare services, adopting the faire payment
system, etc. in order to preserve their human resources and motivate them to increase their
productivity at work. The Resource-Based Theory, which is based on obtaining competitive
advantages through acquiring valuable resources different from those of rivals, is among the
perspectives of the strategic human resource management. Thus, researchers consider human
resources as an important competitive advantage and a complicated, unique and non-imitable
resource (Schuler & Jakson, 2001:164). Among the competitive advantages of human
resources 1s employee's commitment to the organization which prevents the imitation of the
organization's competitive values. However, winning this advantage, namely employee's
commitment, is not easy (Kuvaas, 2003:193; Miller, 2001:164), because psychological
contracts or the mutual expectations of employees and employers are changing significantly
due to severe competition, globalization, and economic, political and social crises (Hiltrop,
2005:667). Therefore, traditional employment characteristics are gone and changing
psychological contracts have made it challenging to handle employees who are facing risks
and insecurity in vocational environments (Bourguignon, 2005:667). Anyway, choosing a
proper strategy to develop a payment system that can relatively satisfy employees is affected
by inter-organizational and extra-organizational environments, as well as difficult
characteristics in the field of human resource management (Mirsepasi, 2002:83).

The present article will introduce the different dimensions of payment systems after raising
the question, explaining the issue, and presenting the research’s hypothesis and literature. The
methodology and data analysis process will also be explained and the results of the data
analysis process will be discussed.

Research literature and hypothesis

There are a lot of experimental literature regarding the effects of competition on payment and
productivity. Most of these studies mainly emphasize measuring market structure and
profitability, which represent severity of competition (Symeonidis, 2008:134). Employees
expect to be paid proportional to the salaries of the other employees in the organization so as
to be motivated to proceed toward the pre-set goals ( Farahmand, 2000: 17). Also,
employees’ salaries and bonuses should be sufficient to cover their primary financial needs,
be proportional to the quality and quantity of services offered by them, and equal salaries and
bonuses paid by similar organizations (Sheikholeslami, 1998:33). Motivation is one of the
key factors affecting employees’ productivity (Zamani, 1996:61). Salary payment is the main
factor motivating workforce, especially in difficult working conditions. Payment increases as
employee’s education and years of service increases ( Shakurshahabi et al,
1999:1400rganizational motivation plans may appear in the form of gain-sharing or granting
the organization's shares to its employees ( Zare’yi-Matin, 2000:165). The findings of
previous studies on motivational payment systems reveal that employees tend to work harder
when attention is paid to them.
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Individual performance improves when payment is related to performance and when
employees are aware that there is a direct link between productivity and payment levels
(Smoot, 1997:8). There are two chiet approaches regarding the relationship between
payment level and employee's productivity: 1-a traditional approach which believes there is
probably a correlation between payment and labor productivity based on which salary rise
could be an incentive to enhance productivity ( Millea et al., 2005:796). Based on this
approach, the more the employee is paid the higher their productivity will be. 2- An approach
that argues salary rise does not necessarily lead to productivity growth (Feldstein, 2008:592).
In this connection, it is obvious for sure that employee's profitability (desirability) is a
quasilinear function of payment and level of work ( Chatterji & Sparks, 1991:508), and that
enterprises should modify payment and work levels in a way that will lead to production
effectiveness. As lower payment levels compared to labor production disappoints employees
and reduces their performance, setting too high salaries will also increases employees'
average expenses, reducing effectiveness and productivity subsequently Kazeruni & Sojudi,
2006:170). Therefore, salary rise should be applied in a way that could increase laborer's
production value, leading to further profitability and employment of new workforce
(Shakurshahabi et al., 2008:141). Also, efforts aimed at reducing workforce expenses should
not build up pressure on human resources and wear them out. In this connection,
governments sometimes embark on setting minimum wages for laborers in order to increase
the salaries of low-income workers and prevent irregularities in salary rises or salary cuts,
creating social justice subsequently ( Hamedani, 2008:2).

Current theories about payment level and workforce productivity

A- The traditional neoclassical theory: based on this theory, levels of work and payment are
determined based on supply/demand forces as well as other prices. As long as the value of the
end product produced by extra workforce exceeds workforce expenses, producers will
demand for more laborers. Since it is assumed that the product's price will remain fixed in the
market and the end product's costs will continue to decline, enterprises that try to pay less
than the labor market will not be able to absorb and preserve high-quality and competent
workers. At the same time, enterprises that pay salaries higher than the labor market will not
be able to cover their expenses and will be pushed aside. Assuming that the market is a
competitive one, payment structure is affected by productivity. It means that salary
distribution reflects distribution of revenues, which originate from the capabilities and
characteristics of workforce as well as investment in human assets.

B- The Labor Contract Model: this theory was presented by Baily (1974), Gordon (1974)
and Azariadis (1975) for the first time. The labor contract model argues that enterprises and
workforce face different levels of risk. In fact, workers avoid risks, but enterprises do not do
the same. Workers have a fixed salary, feel secure and are not tempted to change their jobs,
while enterprises face risks such as economic crises and drops in sales. Therefore, assuming
that workers avoid risks and have little access to financial markets, enterprises can guarantee
the fixed revenues of their workers in the face of market fluctuations. Fixing real salaries by
signing labor contracts is one way through which enterprises can guarantee the fixed
revenues of their laborers.

C- The Efticiency Wage Model: laborers are not a homogenous good, they are different from
each other in terms of capabilities, and the productivity of a certain worker could be different
from that of others depending on the amount of efforts made.
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Laborer's capability or amount of efforts could not easily be measured or monitored by the
enterprise. All efficiency wage theories start with the assumption that productivity is affected
by the enterprise's payment, although the mechanisms through which payment affects
productivity are different in each theory. When workforce efficacy is affected by payment,
any salary cut will ultimately increase expenses rather than reducing them. Other models
related to efficacy wage theory include: the shirking model, the turnover model, and the
Akerlof & Yellen model.D- The labor union model: the labor union model deals with the fact
that labor unions or, more generally, laborers may enjoy the bargaining power to some extent.
Based on this theory, labor unions play a role in determining payment levels through exerting
an internal influence. It leads to the creation of an actual payment model that is different from
those of a competitive market.
Variables taken into consideration in this study are found in its conceptual model (figure 1).

Figure 1: the research's conceptual model
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Figure 2: the title of the studies conducted inside and outside of the country

Subject Author and Date
Examining differences in payment mechanisms and their effects on productivity in different parts of Spain. Bande, Fernandez & Montega, 2001
Examining investment in training, skills, and experience and its effects on the performance of employees and Lopez-Acevedo, G. (2003)
employers.
Examining the gap in the relationship between payment and productivity in some OECD member countries. Millea, M, (2003)
Designing a labor market neoclassical model using the relationship between actual payment and productivity and Dutit, C., & Koekemoer, R. (2003)
the unemployment rate.
Examining the relationship between the unemployment rate and workforce productivity in South Africa. Wakeford, (2003)
Examining the effect of actual payment on unemployment and human resource productivity in organizations. Wakeford. Jeremy, (2004)
Examining the effect of payment on workforce productivity. Gielen.A,Kerkhofs. M.J. M. & Van Ours.J.C,

(2006)

Examining the relationship between payment and human resource characteristics and the unemployment rate. Kingdon Geeta G. & Knight (2006)
Examining the relationship between actual per capita payment and the general average productivity of workforce. Taheri (1382)
Examining the relationship between payment and productivity in large industrial facilities in Iran. Samadi(1383)
Examining the role of payment as a tool to increase efficacy and productivity in Iranian industries. Sori(1384)
Examining the effect of payment on workforce productivity in industrial facilities operating in Bushehr province. Namavar(1387)
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Methodology

The present study is a descriptive-correlational survey aimed at describing and defining the
relationship between different aspects of payment systems and workforce productivity
enhancement. Having examined the research's literature, a two-part questionnaire was
prepared using library and field survey methods to collect data. The questionnaire was
examined by experts, and suggestions offered by them were taken into consideration when
preparing the final version of the questionnaire. The Likert scale was used to measure the
views of employees. Also, Cronbach's alpha was employed to determine the reliability and
validity of the questionnaire's questions (see figure 3). Based on Cronbach's alpha and
higher are acceptable, while the figure stood at 0.87 percent for the present research. The
collected data were analyzed using factor analysis and structural equation modeling. Besides,
SPSS and Lisrel software programs were used to compare the Pearson correlation coefficient
of the results. The statistical population included 600 people, 148 of which were selected
based on stratified random sampling method and Krejcie & Morgan table.

Figure 3: alpha assumptions

g 3 L 2

] E @ «n % S m= 1]
T | €€ | 2 5 2 | 2 5 Variable
3 Q3 < = = 8 = =3

s g @ /M = o = '.2

3 9 ~ 73

=7

5]

2 4 3 3 3 4 3 Number
0/61 0/61 0/59 0/79 0/61 0/74 0/87 «

Findings:

To summarize the answers provided to the questionnaire, the central tendency, index of
dispersion and standard deviation of each question were measured. Also, the research's
hypotheses were examined using regression analysis to determine the relationship between
the independent and dependent variables.

Hypothesis one: there is a relationship between fair payment systems and workforce
productivity enhancement.
Hp. There is no significant relationship between fair payment systems and workforce
productivity enhancement.
H;: There is a significant relationship between fair payment systems and workforce
productivity enhancement.

Figure (4) test results between pay a fair correlation and efficiency

Regression Significant | T-statistics p-value Coefficient of Correlation

coefficient level determination coefficient
sig.(2-tailed)

0/169 | 0/248 0/001 -6/53 0/001 0/10 0/392
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The research rejected the Hy hypothesis since the level of significance (0.001) was lower than
the error rate (0.05) at the confidence level of 95 percent. It means that there is a significant,
but not too strong, correlation between fair payment systems and workforce productivity
enhancement. The linear regression analysis was employed to determine the effect of fair
payment on the level of employee's productivity, revealing that the correlation coefficient of
fair payment in the level of productivity enhancement reached to 0.33, with the coefficient of
determination standing at 0.10. In other words, about 10 percent of changes in the level of
productivity are due to equal and fair payments.

Hypothesis two: there is a relationship between skill-based pay and human resource
productivity enhancement.

Hop: there is no significant relationship between skill-based pay and human resource
productivity enhancement.

H;: there is a significant relationship between skill-based pay and human resource
productivity enhancement.

Figure 5: the results of the correlation test for skill-based pay and productivity

Regression Significant | T-statistics p-value Coefficient of Correlation

coefficient level determination coefficient
sig.(2-tailed)

0/002 | 0/281 0/005 0/093 0/926 0/45 0/232

The research rejected Hy since the level of significance (0.005) was lower than the error rate
(0.05) at the confidence level of 5 percent. It means that there is a significant, but slight,
correlation between skill-based pay and human resource productivity. The linear regression
analysis was used to determine the level of the effect of skill-based pay on the level of
productivity. The analysis indicates that the correlation coefficient of skill-based pay in the
level of productivity reaches to 0.232, with the coefficient of determination standing at 0.45.
It means that 45 percent of changes in the level of productivity could be attributed to skill-
based pay.

Hypothesis three: there is a relationship between behavior-based pay and human
resource productivity enhancement.

Hy. there is no significant relationship between behavior-based pay and human resource
productivity enhancement.

H;. there is a significant relationship between behavior-based pay and human resource
productivity enhancement.
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Figure 6: the results of the correlation test for behavior-based pay and productivity

Regression Significant | T-statistics p-value Coefficient of Correlation

coefficient level determination coefficient
sig.(2-tailed)

0/258 0/226 0/023 3/85 0/001 0/52 0/621

The research rejected Hy since the level of significance (0.023) was lower than the error rate
(0.05) at the confidence level of 95 percent. It means that there is a significant correlation
between behavior-based pay and human resource productivity enhancement. The linear
regression analysis has been used to determine the level of the effect of behavior-based pay
on the level of productivity. The analysis shows that the correlation coefficient of behavior-
based pay in the level of productivity is equal to 0.621, with the coefficient of determination
standing at 0.52. In other words, about 52 percent of changes in the level of productivity are
due to behavior-based pay.

Hypothesis four: there is a relationship between result-based pay and human resource
productivity enhancement.

Hop: there is no significant relationship between result-based pay and human resource
productivity enhancement.

H;. there is a significant relationship between result-based pay and human resource
productivity enhancement.

Figure 7: the results of the correlation test for result-based pay and productivity

Regression Significant | T-statistics p-value Coefficient of | Correlation

coefficient level determination | coefficient
sig.(2-tailed)

0/342 0/331 0/001 6/372 0/001 0/26 0/813

The research rejected Hy on the basis that the level of significance (0.001) was lower than the
error rate (0.05) at the confidence level of 5 percent. It means that there is a significant and
very strong relationship between result-based pay and human resource productivity. The
linear regression analysis has been used to determine the level of the effect of result-based
pay on the level of productivity. The analysis reveals that the correlation coefficient of result-
based pay in the level of productivity is equal to 0.813, with the coefficient of determination
standing at 0.26 percent. In other words, about 26 percent of changes in the level of
productivity are due to result-based pay.
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Hypothesis five: there is a relationship between bonus payment and human resource
productivity enhancement.

Hop: there is no significant relationship between bonus payment and human resource
productivity enhancement.

H;: there is a no significant relationship between bonus payment and human resource
productivity enhancement.

Figure 8: the results of the correlation test for bonus payment and productivity

Regression Significant | T-statistics p-value Coefficient of Correlation

coefficient level determination coefficient
sig.(2-tailed)

0/521 0/401 0/001 4/48 0/001 0/300 0/622

The research rejected Hy on the basis that the level of significance (0.001) was lower than the
error rate (0.05) at the confidence level of 95 percent. It means that there is a significant and
relatively strong correlation between bonus payment and human resource productivity. The
linear regression analysis was employed to determine the level of the effect of bonus payment
on the level of productivity. The analysis reveals that the correlation coefficient of bonus
payment in the level of productivity is equal to 0.622, with the coefficient of determination
standing at 0.30. In other words, bonus payment accounts for 30 percent of changes in the
level of productivity.

Hypothesis six: there is a relationship between providing rewards & welfare services
and human resource productivity enhancement.

Ho. there is no significant relationship between providing rewards &welfare services and
human resource productivity enhancement.

H;. there is a significant relationship between providing rewards & welfare services and
human resource productivity enhancement.

Figure 9: the results of the correlation test for providing rewards & welfare services and productivity

Regression Significant | T-statistics p-value Coefficient of Correlation

coefficient level determination coefficient
sig.(2-tailed)

0/471 | 0/318 0/01 6/113 0/001 0/410 0/748

The research rejected Hy on the basis that the level of significance (0.01) was lower than the
error rate (0.05) at the confidence level of 95 percent. It means that there is a significant and
very strong correlation between providing rewards & welfare services and productivity.
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The linear regression analysis has been used to determine the level of the effect of providing
rewards & welfare services on the level of productivity.

The analysis shows that the correlation coefficient of providing rewards & welfare services in
the level of productivity is equal to 0.743, with the coefficient of determination standing at
0.41. In other words, 41 percent of changes in the level of productivity are attributed to
providing rewards & welfare services.

Hypothesis seven: there is a relationship between service-based payment and human
resource productivity enhancement.

Hpy. there is no significant relationship between service-based payment and human resource
productivity enhancement.

H;. there is a significant relationship between service-based payment and human resource
productivity enhancement.

Figure 10: the results of the correlation test for service-based payment and productivity

Regression Significant T-statistics p-value Coefficient of Correlation
coefficient level determination coefficient
sig.(2-tailed)
B B
0/001 0/326 0/001 0/799 0/426 0/120 0/325

The research rejected Hy on the basis that the level of significance (0.001) was lower than the
error rate (0.05) at the confidence level of 95 percent. It means that there is a significant, but
not too strong, correlation between service-based payment and human resource productivity.
The linear regression analysis has been used to determine the level of the effect of service-
based payment on the level of productivity. The analysis indicates that the coefficient
correlation of service-based payment in the level of productivity is equal to 0.325, with the
coefficient of determination standing at 0.12. In other words, about 12 percent of changes in
the level of productivity are due to service-based payment.

The main hypothesis: the correlation coefficient and level of significance (sig) for the
research’s independent variable (payment system) and dependent variable
(productivity) are as follows:

Figure 11: Pearson correlation coefficient for payment system and productivity variables.

Dependent variable
Productivity
Independent variable
0/325 Pearson coefficient payment system
0/001 Significant (sig) - A Domain

883



B JAREC I

JOURNAL OF AGRICULTURAL AND RESOURCE ECONOMICS ISSN1068-5502 |SI INDEXED JOURNAL
UTAH STATE UNIVERSITY, LOGAN USA

The regression model: the simultaneous examination of the significance of the final
regression model

Hp. there is no significant relationship between the predictor variables and the criterion ones.
H;. there is a significant relationship between the predictor variables and the criterion ones.

Figure 12: examining the significance of the regression model
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The research rejected Hy and verified H; on the basis that the level of significance was lower
than the error rate at the confidence level of 95 percent. It means that there is a significant
relationship between the predictor variables and the criterion ones. Therefore, the theory that
the relationship is a linear one is verified. In other words, the level of the significance of F
test, which is less than 0.05, is indicative of the significance of the relationship between the
independent variable (payment systems) and the dependent variable (human resource
productivity). Thus, given the level of significance, which stands at 0.001, it is concluded
that the research's model is valid.

Research regression model:

Y = 0/169 X,

Prioritizing different payment systems contributing to productivity

The statistical analysis of the questionnaire's data in relation to the research's hypotheses has
been conducted using the SPSS software.

Hy: there is no significant relationship between at least two aspects of the seven aspects of
the payment system.

H;. there is a significant relationship between at least two aspects of the seven aspects of the
payment system.

Figure 13: the results of the Freidman test

Test results | Errorrate | Significance | Number Chi-square
level Calculated
Pass Hy 0/05 0/001 148 192/356
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The sample data provides no strong evidence to verify Hy at the confidence level of 95
percent since the level of significance is smaller than the error rate of o«=0/05 based on the
Freidman test. Therefore, the test verifies H;, In other words, there is a significant
relationship between at least two aspects of the seven aspects of payment systems at the
confidence level of 95 percent. These aspects could be prioritized.

Figure 14: prioritization of payment systems

Priority Average ratings | dimensions of payments
Fifth 3/89 Fair
Sixth 3/65 Skill-based
Third 4/41 Behavior-based
First 4/74 Result-based
Fourth 4/34 Bonus
Second 4/69 Welfare service
Seventh 2/26 Service-based

The results of the above figure indicate that the result-based payment model is the most
important variable, followed by the remaining variables.

Conclusion and suggestion

The findings of the present research support those of a previous research on simple and
multiple relationships between organizational justice and occupational productivity
(Shokrkon & Na’ami, 2003). That research, which was conducted on 400 workers of factories
operating in Ahvaz, indicated that there is a significant relationship between overall
organizational justice and overall occupational productivity and that there is a significant
relationship between the variable of organizational justice and that of occupational
productivity. The relationship between organizational justice and productivity originates
from theories that could be categorized as ‘“‘substance-response theories““(Greenberg, 1997).
These theories focus on people’s response to unjust interventions and treatment. They argue
that people show specific negative reactions in response to unjust treatment and are
stimulated to avoid such reactions by doing certain acts to compensate for the injustice they
have experienced. In terms of concept, substance-response theories originate from the famous
traditional equilibrium theories of 1950s and 1960s which defined justice as equality in the
distribution of relationships between individual participation and the results the individual
gets. These theories argue that equilibrium, which usually occurs in situations where
employees feel they participate and invest equally and are paid equally, will lead to changes
in productivity and performance. Robbins (2001) suggests that people desire that the payment
and promotion systems be fair and transparent. If payment is fair compared to the person’s
occupation and skill, there will be productivity and satisfaction as a result.The findings of the
present research support those of a previous research on the effects of managerial skills on
productivity (Mohammadi, 1999) conducted at the central headquarters of the Iran Insurance
Company.
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Since skill-based payment systems are usually associated with group-oriented organizations,
promotion to higher payment levels requires something more than simple domination over
tasks. The person's ability to serve as part of a group or participate in broader organizational
goals may be a requirement as well (Becker, 1995:166). Skill-based payment systems are
based on a series of pre-set principles that relate payment to the number, type and nature of
the skills an employee learns and uses. This type of payment is also called “knowledge-based
pay.” Dessler (1999:240) states that in modern payment systems, salary is paid based on the
person’s skills and competence, and salary is determined based on the person’s level of skills
and knowledge ( not the position he occupies or the work he does). Curtain (1995:2) defines
skill-based payment as an advanced payment model that rewards people based on the level
and depth of their skills. This model is opposed to common payment systems that reward
people based on the work they do. Skill-based payment increases flexibility in the method of
handling the job.

The findings of the present research support those of a previous research titled "examining
the effect of human resource-based management on productivity" (Vazirian, 1999). That
research showed that human resource-related factors have a significant and positive effect on
productivity. Behavior-based payment models originate from models that are known as
"Scanlon" plan. The Scanlon plan emphasizes that participative management and employee
participation are a key aspect of participation plans. Studies suggest that the relationship
between productivity and payment is stronger when there is commitment toward employee
participation and styles that advocate participative management. Based on the Scanlon plan,
productivity is defined as "salary payment expenses per unit of sales". This plan is only one
sample of gain-sharing plans. The Rucker plan, which took its name from American
economist Alan Rucker after his death, calculates gains based on a value-added formula.
Likewise, Improshare plans calculate gains based on standard production hours against actual
working hours. Therefore, each working condition is different from the others, and there is an
opportunity for employees to use their talents in tackling problems and challenges at
workplace.  As for the goal-attainment approach, Robbins (1997) states that the
organization's efficacy and productivity should be measured based on the volume of goals it
has attained rather than devices and processes leading to achieving the goals.

The findings of the present research supported those of a previous research about the effect of
productivity on operation output (Rudposhti & Rezayi, 2001). Result-based payment
originates from a basic philosophy that believes a simple relationship could be established
between reward and work. According to J.H.V, result-based payment is based on the
assumption that if money can stimulate hard work, then harder work will lead to more
money. It could be observed in its simplest type in situations such as when workers are
engaged to work in a workplace other than their own workplace or when workers are hired
for simple jobs indirectly. The main point is that the result of the work should be obvious.
Angela Bowey (1993) states that "the standard volume of work is determined through simple
negotiations on payment." Result-based pay is very effective when it contributes to the
management style and the existing culture. Such a contribution requires paying attention to
issues such as centralization, decentralization, degree of controlling employees or their
independence at work and their organizational characteristics. The findings of the present
research support those of a previous research on workforce productivity in the Iran Polyacryl
Corp (Atayi, 1999). That study indicated that there is a direct relationship between the reward
& punishment & welfare service system and productivity.
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A similar research on the role of reward payment in increasing productivity conducted by

(Alavi, 1994) indicated that there is a significant relationship between reward payment and

human resource productivity.

"Contract work" payment models are among the oldest incentive payment systems and are
still among the most common payment methods. According to Fiona Wilson, incentive
payments are usually based on an output factor such as the ratio of labor cost to the value-
added unit. Alfie Kohn, the author of "Punished by Rewards", asserts that "the bottom line is
that any method that pays rewards to achieve a better performance is doomed to failure".
Reward is the positive and valuable consequence of work for people (Shermerhom, 1993).
Reward is applied to providing a favorable consequence in return for favorable acts in order
to increase the likelihood of that act being repeated (Hellriegel et al., 1995). Reward payment
is so important in the field of management that "reward power" is considered a source of
power for managers. Reward power means using different internal and external rewards to
control people's performance. In other words, a manager employs reward power to influence
and control his subordinates (Robbins & Coulter, 1999). Although all managers enjoy similar
reward powers, but the successful and effective use of rewards requires management. The
term "reward management" suggests that bonuses and benefits paid to employees as reward
could be managed. Armstrong (1994), quoting Landie & Cooling (2000), defines reward
management as "the process of creating and implementing strategies, policies and systems
that help the organization achieve its goals through enhancing employee motivation and
commitment." Dessler (1999) states that there is a direct link between person's revenue and
what he produces.

The findings of the present research support those of a previous research on workforce
productivity in the Iran Polyacryl Corp (Atayi, 1999). That study indicated that there is a
direct relationship between the reward & punishment & welfare service system and
productivity. Another research on the effect of payment on productivity (Namavar, 1999),
which was conducted on 150 workers of 50 production units operating in Bushehr province,
showed that there is a significant and systematic relationship between salary payment, the
quality of service-based payment and other welfare services provided to employees.
Employee benefits are fixed and pre-determined in most organizations and cover all
employees equally. However, people's needs are different, and these needs vary from one
person to other. "Cafeteria benefits" are designed to meet various needs of employees. Based
on such benefits, the organization commits to provide its employees with different types of
benefits rather than offering a package of fixed benefits. They enable employees to choose
from a list of benefits to satisfy their own needs as best as possible. According to Becker
(1995), the most important advantage of cafeteria benefits is that employees are enabled to
accommodate the benefits to their own needs and improve their occupational life
consequently.

The findings of the present research support those of a previous one on the effect of payment
on productivity (Namavar, 1999) which was conducted on 150 workers of 50 production
units operating in Bushehr province. That research revealed that there is a significant and
systematic relationship between salary payment, the quality of service-based payment and
other welfare services provided to employees. Another research (Gudarzi & Atayi, 2009) has
also indicated that there is a significant and very strong relationship between service-based
payment and productivity. Service-based payment appears in other methods such as per-case
plan, accord plan, or Roker plan.
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"Roker" plan, or output rise reward, is one of the most advanced incentive payment plans,
and correlates workforce productivity and production volume. Roker believes that it is
necessary to increase employees' salary proportional to production increase every year.
Finding a precise link between workforce productivity and the amount of salary is the main
obstacle ahead of this approach. If profits earned as a result of production increase are
distributed among employees equally, the incentive effect of the plan may vanish. However,
previous experience shows that such plans could increase productivity and reduce waste.
Moorhead & Griffin (1995:140) believe employees should learn that specific behaviors (such
as hard work) will yield specific results (such as desired rewards) and that if performance is
not rewarded, employees may show little enthusiasm to increase their efforts in the future.

Applicable managerial suggestions

2- It is suggested that officials in charge of organizational programs take into consideration
issues such as the personal characteristics, education and needs of employees as well as
organizational needs when designing and implementing organizational programs in order to
develop effective executive methods and transform traditional executive patterns in the
organization. They should also create a competitive environment and pave the way for
employees to display their capabilities and improve their creativity. Employees might lose
their morale and leave the organization eventually if their skills and capabilities are ignored.

4- It 1s suggested that setting payments and annual salary rise be related to the results of
human resource performance. The variable part of the payment should form the majority of
the salary as much as possible. Also, the variable part of the payment should be determined
based on employee evaluation. In other words, the results of employee's performance should
be taken into consideration when determining his salary. Otherwise, performance will not
affect productivity practically. In addition to individual performance, group performance
should also be taken into consideration when determining payments. To apply this approach,
it is necessary to have a flexible payment system.

5- It 1s suggested that the reward & punishment system be based on employee's efforts and
errors only. Employees hate to be reprimanded in front of peers and might show reactions
that might be deemed inappropriate by management. 6- The organization should increase
the salary of its employees so as to enable them to cover their primary expenses and
contribute to enhancing organizational productivity in peace of mind and with great morale.
Payments should be fair and proportional to the employee’s expertise, experience, skills,
knowledge and performance. Most management and behavioral science experts believe that
payment-related incentives will increase productivity and efficacy when employees are paid
proportional to their needs.

7- service-based payments could be Productivity enhancement due to service-based payment
could be attributed to factors such as further familiarity with job description, being more
careful in doing duties, spending more time for doing duties, and doing duties according to
the relevant job description. Taylor believes that employee’s output could be compensated for
through paying salary and financial rewards as much as possible.
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