CHAPTER 5 CONCLUSION AND RECOMMENDATIONS

Chapter 5 clarifies the findings of the study, and concludes the relationship
between compensation policy and the level of organisational commitments. In

addition, it presents the implications of the study and further recommends for
future research.

51 Summary of the study

The study had undergone an in-depth exploration in measuring the relationship
between the compensation policy and level of employee’'s commitments in
organisations. Hypothesis was developed to address significant believe gathered
from the secondary data and literatures review.

The main contents of the compensation policy, being independent variable, that
have been identified to be prominent to organisational practice are internal
equity, external equity, performance-related policy, and the level of secrecy in the
compensation exercise. The organisational commitment was chosen to be the
dependent variable.

An in-depth exploratory research was carried out on 10 public listed construction-
based companies in Kuala Lumpur registered with CIDB under Grade 7. The
research result was being analysed by the mean values obtained from the survey
with the help of Excel Spreadsheet programme.

The research result demonstrates strong support to reject the Null Hypothesis. In
additional, the study also revealed a few notable conclusions. The result of this
study is similar with the finding of Ronald G. Ehrenberg (1990), claiming the
better compensation rate the higher the organisational commitment.
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Demographically, the survey result revealed that age and tenure correlated
positively with the commitment. It is found that the senior engineers and longer
tenure had higher commitment than junior engineers. The fresh and junior
generation who are rather new to the working environment think that there is
immense opportunity out there for them. Thus, they may not feel that they have
to be loyal to their current organisation. On the hand, the more senior generation
feel that they have bigger responsibility towards the career and the family.

The older generation (higher level of commitments) also felt proud about their
organisation, love their work environment. Having said that, surprisingly majority
of them expressed that they would not work there until their retirement. Similarly,
the top three organisations that have high level of commitment, majority of them
were still considering shifting job and did not feel bad to leave the organisations if
were given the opportunity for a better offer. Obviously, they will only shift to
another organisation if the compensation level is higher.

Another prominent finding is that the older the employees the more difficult for
them to find another jobs. This is because organisations nowadays prefer to
recruit the junior engineers as their demand and expectations would be lesser,
opportunity to train, easier to mould and they are more exposed to the new
technologies. Probably, this is the reason why the older generation is more
committed as compared to the younger generation.

There is prominent contradiction with regards to expectation from both employer
and employees, beside some general agreements. Overall organisations
expected performance should be the most important criterla, while the overall
employees expected the external equity to be the most prominent criteria. The
next important factor, the internal equity that were expected by both overall
employers and overall employees.
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All of the organisations revealed that their main concerned in establishing the
policy are to attract new employees, to retain, and to encourage commitments.
This is similar to many past researches in the past, such as Julie L. Hotchkiss
(1989) and Barnett, R (1995).

Keeping the compensation system secret is no longer in practice in these

modern days. Open communication policy is expected from the employees.

The study did not explore whether the type of works, race and gender have
relationship with the organisational commitment. According to past research
carried out by Mathew and Zajac (1990) that gender has no direct effect on
overall commitment.

Finally, in order to meet both effectiveness and efficiency criteria, compensation
policy must provide stability while at the same time remaining sufficiently flexible
to meet the external pressure of changing conditions and situations.

5.2 Implications of the study

The high turnover rate of employees has becoming very alarming in today's
organisational problem. Compensation policy is on of the significant factor that
can be used as a tool not only to retain them, but also to develop a long lasting
commitment with the organisation.

Nowadays, the company’s owner and the human resource professionals have
undergone substantial changes in their routine work, particularly in establishing
the compensation policy to cater the needs and wants of the workforce. The
changing nature of the current business environment, characterised by
restructuring, merger, downsizing, overwhelming change in technology, loss of
job security, and outsourcing shows that commitment cannot be viewed the same
way as before when employees could expect to spend their entire career with a
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single organisation. Those practitioners and mangers involved in the exercise
also need to re-consider the emerging nature of employment relationship and the
importance of being able to attract, to maintain and to encourage the
organisational commitment within their organisation.

The study results indicated that compensation policy has high significant effect
on enhancing various level of employees' commitment. Correlations to age,
tenure, external and internal equity, sense of belonging, working environment
and openness about the compensation exercise are very high indeed. Therefore,
organisations should focus on developing initiatives that matters most to
encourage commitment by all means. Well-compensated employees help foster
loyalty to the organisation and obviously enhance the motivation in achieving the
company desired goals and objectives.

Another important point is that, even though employees are committed, it does
not necessarily mean that they will stay in the organisation forever until their
retirement. The study also proves that they will consider leaving the company If
they were given a better job and better compensation rate.

5.3 Limitation of the study

This study focused on the target population in Kuala Lumpur only. Although it can
be generalised from the sample of the population studied, the findings of this
study refer to the participants in a specific location only. The sample may not
necessarily present the content of compensation policy and the level of
organisational commitment in all the states of Malaysia.

Although the study findings are consistent with the hypothesis, we cannot rule

out the possibility that there would be biasness in the responses due to the
differences in engineers’ attitudes and background. We did not actually find out
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the turnover rate of the employees in the organisations, due to the fact that it
would be a very sensitive issue.

The content or criteria of compensation policy was ready printed in the
questionnaire duly rate by the respondents. Individual organisations may have
their own policy that did not explored in this study. This is because there was a
strong feeling that policies are normally treated very confidential, and should not
be revealed/exposed especially to outsiders; therefore the study did not explore
the opportunities to gain the individual organisation policy.

54 Recommendations for future study

Due to the limitation of this study, it would be highly recommended that further
research be done in organisations beyond Kuala Lumpur area, at least to the
Klang Valley. In addition, the future research should obtain the actual content of
the compensation policy in the organisations, besides incorporating several other
variables in the study.

Another important factor to be considered in the future research is that, the
assessment from immediate superiors towards the commitment provided by their
subordinates. This can be useful as the immediate superiors would be able to
confirm the level of commitment provided by the subordinates.

54



TABLES



pijeog uleyy €661 WO00S WO'L 0s¢< LE Z
pieog puodss 6661 W00t NE'E 0Se> LE A
pJeog puodas ¥661 W00. W8'S 0se> 9 d

pjeog uleiy £661 act NL.LS 06¢< [44 H

pjeog uleyy 9861 W00S W99 06¢< 0¢ 9
pljeog puodsg 8661 g0’} 0174 06¢Z< 33 3

pleog ulepyy 2661 g0’} NP6 0S¢< 6€ a

pleog UlEN 8661 WO00€E WZ'L 0S¢< 8¢ o)
pleog puodss €661 WOooY WNEEL 0Se> 0c d

1002 WN008 | WE'S 0S¢< S¢ v
4 Sl S 3

(01=N) uonesiuefip Sunedioned Jo ajyoid ‘| 37GVL




%L %6 | %9¥ | %8¢ %02 %91 %Sk %92 %EC 001 juadiad
8l £C yAS" 86 [4°] [0)74 6€ 19 8G 96¢ €30l
0 v (017 Sl 8 14 14 L 9 6¢ z
l 9 43 S 14 14 14 S L 1 L4 A
€ 0 €l 8 [4 S 14 L 9 ve d
0 0 ot Sl S € 14 8 S S¢ H
4 £ 6 ol 4 € € 6 L ve O
€ Z L 145 S S 14 L S 9z 3
14 4 9l 8 € 14 S ol 8 oe a
€ 0 Sl S S S 14 14 S €c 89
0 0 Ll 8 6 € 14 S 14 S¢ g
4 9 8 0} 6 14 £ S S 9¢ A4

(952=N) sseauibu3 Bunedonued jo yjom jo sadAj Jo ajyoid '€ 31GVL

%2 | %8E | %0t | %EC | %Lt | %82 | %ek] %b | %¥9 | %SE | %¥Z | %9L | %eCE | %EE | %GE | %00L pusded
YR ES 19 | c61L | 28 | 68 | 68 95z [e0L
g8 | s | vz |2 | 6 | 8 62 z
| 6 9 | st | 9|9 |a T A
oL | ¥ s | 6 | 8 | 8 | 8 4 d
e |0 9 | 6 | 9 |0 | 6 T4 H
€| o s | 6 | 9| L | W (4 9
9 |2 g | e o | 2 | 6 9z 3
9 |2 9 | vz | o | S| S o€ a
s |o g | st | s | e |0 x4 2
6 | 9 9 | 6 | oL | L | 8 or4 |
o | 8 9 | oz |6 | 8 | 6 9z v

(acz=N) sieauibug Bugedioued jo sjyold :Z 319V.L



TTTTaNUUO)

T
<Soo0oQwoOoIa >N

Nt Mt~ v <
St TONTETOM T

M MOHOMeErMMe—-—M
MOANFT "M T~

TTTtanupuo)

<cmpO0OWOITOA>N

NN~ NN ™

e NN N O NN TN

uonesiuetio 6unedionred woy Adtjod uogesuadwo) Jo Jusjuod JO 3J0IS 1f INGVL



?VNVv—v-v—‘—vq‘N

T TO T T T

T TANNDTOM

dlostvanmtnm

TR e

I NN~ N ™M

<ONOQWOIA>N

Continue...

e oottt m

MMttt rOT O

4 It N NTNO T N

1

TNt tM

<COO0OaWOITa>N

...continue



NNOETMmMET TN

<cpmOowWwOITIa>N




VAVIVIN LLISE

]5.
(oSN

INO NVYAV.LSNdddd

l«noowoOozTa>N

90T
€7’
SLL
EAA
1ze
1e
XA
e
96’}

9L

v e e

ov'e
v.e
9/¢
16°€
L6'€
S8'€
€6t
[A 4%
S6¢
G6°L

sreouibua Gugedioied woly JUBWAINSEAW JUSUIIWLLIOD JO) S3J0JS UBSW G 31dV1




pajoadxa 1sea| 0} pajoadxs jsow 0} Buipioooe sieauibua Bupedoiued jo uoiejoadxa 1oy sbejusdiad 19 31gVL

<Coo0oQWOIA>N

.9¢
cr'e
98¢
191
89°L
L6'}
95’1
69¢C
68°¢C
yZ'e

e
cr'e
86°¢C
98’
86}
181
LS}
(A4

c9¢
0C’€

6€’}
8c’1
9t’L
95’}
68}
Sv'L
9/’
8yl
87’1
LE°L

68°¢C
6v'1L
8.1
vece
SE'e
8c’t
1A
6L€
44
cl'l

<cnooQWOIa>N




S'6

9'0C

veEl

§'9S

ueapy




9C GLS Aoaloag

Je #1S ‘eLS ‘ziS|eoueunopay
55z 02S ‘11S ‘6S ‘zs| 3 rewepg
962 61S°81S ‘1S ‘es 'is| 3 leway

dnoub o} Buipioooe anjea uesyy :g 31gV.L

12 12 édew ur doj sy} Jos uo Se 8jel "WOd JNOA JPISUOD NOA 0Q 12S
v'e v€ seyis j0afoud @ sayouelq ‘pseoq ssooe Aojjod sejuig 0zs
82z 8z Aynba jewssjul Joj sjel By} B1NSUB 0} BINULIO) B S,818Y | 61S
£e €€ sqol Jejiuus 1o} swes Ajjensn si ajel pJemay 81S
6 62 Aunba jewsjui uiejuiew o) seas ‘6losyy| 218
Ve 12> paisnipe aq jim a3l ‘Jobue; aaa1yoe Jusaop “Bio usym 9ls
92 9z [euapyuco 1day si [9AS] pJEMal UO UOHBULIOJU| G1S
6'¢ 6€ SoueULIOpBd WES)-HIOM UO Paseq Si 9jes ay ] 1S
Se 51> jUBW [enplAlpul Uo paseq st ajes ay | €IS
e 2> soueuLIopad yejs 0} I0UBPICIO. Ul S| 3jel aY | Z1S
YA lZ Aiessaoau Jenauaym ajel isnipe AjoAnoeoig LIS
rArA 2 winumop diwouode Buunp sjes ulejuiew Ajensn oLS
YArA .2 0s op si0}3adwoo uaym ajes aseasoul “6io ay | 6S
VA > .l SpJemal Japaq ruy; st 4ejs uiejal o} Aem Ajuo ay | 8S
LA ve He)s [euoissajoud uruoal 03 Aynouyip aoey uayo 610 ay | S
14 (04 jusuniwwod abeinoous 0} si Aoljod "woo ay | as
14 oy Hers Ayenb ybiy Buiureyel je pawie Aojjod “woo ay | GsS
14 ov #e3s mau oeme o} paubissp si Aoijod “wod ay | ¥S
[ e Auoiuss o} Buipioooe si [aAs] piemal ay | €S
Vi vl SlBl j9)JewW JapISUOD 1,US30P [9A3] pJemal ay | Zs
LT LT Aunba jewsjur uo paseq si uogesuadwo) 1S
anjeaA 81028

ueapy jejo) Ad1j0d uogesuaduwio) jo Jusjuoy 1S

%U__On_ CO.QNMC@QEOO JO JUSJUOCD |[BJSAC 10O} aNjeA ueap 3/ 3J18v1L



