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ABSTRACT
The Information Technology (IT) firms are already known for their significant economic
contribution towards its host nation in the form of growth and development. Hence, it is
required to maintain a top level standard in such IT firms. One of the attracting point of IT
firms is its compensation benefits. Although, such IT firms practices certain robust maturity
models and quality management standards but still it is not practical to say that these tools are
successful to optimize the performance of an employee. There are various variants of
professional who seeks something else source for exhibiting optimal performance apart from
compensation benefits. Moreover, there is no such well-established model or framework used
by IT managers that predicts about employee’s performance or gives a disclosure of latent
sources that can be used for harnessing the potential of an employee. Therefore, the present
manuscript introduces about a structural equation model that performs study of impact of
compensation benefits as well as various other factors e.g. career satisfaction, employee
motivation, work stress, and moral support towards employee performance. We perform
confirmatory factorial analysis and regression to prove the constructed null hypothesis of the
proposed study.
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1 INTRODUCTION
The compensation benefit plays one of the pivotal roles in the area of Human Resource
Management (Noe et al., 2016). Conventionally, compensation benefits are classified into
monetary remuneration, non-monetary remuneration, benefits, stock options (Robinson et al.,
2015, p.726). Although, there has been various revolutionary amendment in the remuneration
strategies that differs from one to another firm, but still this area is shrouded by various
issues. The first issue is to maintain internal equity of pay, which is quite difficult to be
maintained by any firm as it doesn’t help in practically launching competitive environments
among employees (Thomas, 2013,p.29).The second problem is executive compensation that
demands disclosure of compensation data (Beasley, 2012, p.422). The third biggest problem
is to find out the latent factor that equally affects an employee’s performance along with
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compensation benefits. Although, different organization follow different strategies, but it is
well myth among job seekers that IT companies offer lucrative payment. A recent survey
conducted by Oxford Economies that compensation benefits is the prime matter of concern
among majority of the respondents. A study conducted 5 years back by Patil et al. (2011) and
Janani (2014) has discussed about exercises of Human Resource Management in software
development firms. It was discussed that there is a rise of 50% of economics per annum
contributed by such firms. The existing compensation benefit policies largely depends on
various factors e.g. talent acquisition, rewarding, bridging skill gap, enhancing loyalty,
business strategy, etc. The study also illustrated prime challenges affecting IT firms are i)
performance management, ii) recruitment planning, iii) compensation management, iv)
attrition etc. However, till date there is no standard model of compensation benefits that could
offer a fair inference to its possible impact on employee performance.
The present work introduced a model using structural equation modelling where research
work is carried out towards exploring the possible factors that affects an employee
performance exclusively considering the case study of IT firms in Bangalore, India. The
proposed study applies structural sequential modelling in order to present its goal and show its
effectiveness towards real-time implementation in IT firms. Section 2 discusses about the
recent work carried out towards compensation benefits followed by problem identification in
Section 3. Research goal is discussed in Section 4 followed by discussion of research
methodology in Section 5. Discussion of results obtained is carried out in Section 6 followed
by concluding remarks in Section 6.

2 REVIEW OF LITERATURE
Our previous work (Nair, 2015; Nair 2016) has discussed various work carried out towards
compensation benefits and its possible link with an employee’s performance. In this section,
we further provide contribution of existing research work towards similar topic.
The most recent work carried out towards compensation benefit was by Akhter et al.
(2016) taking a case study of food industry in Punjab, India. The research model considered
equal compensation, work load, and organization policy as independent variables while
employee performance as dependent variable. Charity (2016) stated that financial
compensation is directly linked with an employee performance. The author has used simple
moment correlation to prove this fact among civil servants in Nigeria. Compensation benefit
is also studied in connection to have its possible impact on job motivation and satisfaction by
Gelard and Rezaei (2016). Hameed et al. (2014) studied effect on compensation on employee
performance in banking sector. Similar direction of study on same case study was also carried
out by Mamdani and Minhaj (2016), Nyaribo (2016), Rizal et al. (2014).
Investigation towards motivation and satisfaction towards job was carried out recently by
Akintola and Chikoko (2016) using qualitative-based study on employees working in health
sector in South Africa.Srivastav and Das (2013) studied about impact of attitude towards
company and satisfaction level in job. Vratskikh et al. (2016) have studied that effect of
emotional intelligence towards performance cum satisfaction on job taking the case study of
Jordan. Research work connecting performance with satisfaction of job was carried out by
Khan and Ali (2016) using survey-based approach in India. Similarly investigation in mining
sector linking towards performance and motivation was done by Mensah and Tawiah (2016).
Certain related studies towards IT sector were carried out by addressing the problem of
work stress (Krishnamurthy, 2015), employee engagement (Prabhakar, 2016), retention
(Sharma and Mishra, 2015;Zachariah, 2012), balance between family and job (Valk and
Srinivasan, 2011).
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3 PROBLEM IDENTIFICATION
From the prior section, it can be seen that there has been various studies towards employee
productivity. However, such investigations doesn’t discuss about any comprehensive
modelling to prove this fact in perspective of IT organization. Hence, performing the analysis
about an employee’s productivity by stakeholder of an organization becomes a challenging
task in present task without modelling-based study. Our recent work (Nair & Ganesh, 2016)
have presented an investigation where three different factors have been spoken about i.e. i)
motivation, ii) stress, and iii) compensation benefits using quantitative-based approach.
However, we strongly believe that there are more potential latent parameters equally
responsible for affecting the productivity of an employee. Therefore, the problem statement of
the proposed study is “to develop a comprehensive modelling to analyse the strength of
parameters having potential impact on employee productivity in IT-Sector.”

4 RESEARCH GOALS
The prime aim of the proposed research work is to investigate the possible factors that
significantly affect the productivity in the form of an employee performance in an IT-based
organization. Following are the research objectives in order to establish the aim:
•
•
•

To apply quantitative-based methodology for investigating the study.
To apply structural equation modeling in order to develop a comprehensive framework for
analyzing factors influencing employee productivity.
To perform confirmatory factorial analysis as well as regression analysis in order to testify the
proposed goal.

5 RESEARCH METHODOLOGY
This section discusses about the research methodology that has been considered for proposed
study. The research methodology considered is a quantitative approach with incorporation of
standard modelling practices. Following sub-sections elaborates:

i) Research Design:
Our research designs consists of two prime operations that works in parallel to each other. On
one hand, we develop a structural equation modelling using latent and observed variables in
order to understand the possible impact of factors in employee productivity. On other hand,
we run parallel investigation capturing primary data from the respondents using standard
questionnaire-based survey (Saris &Gallhofer, 2014). We finally check the converging point
of both the outcomes to perform hypothesis testing and its implication towards research goal.

ii) Inclusion & Exclusion Criteria:
The inclusion criteria of the proposed study are mainly associated with the respondents e.g. i)
they should be working in IT company for at least 5 years, ii) they should be part of any one
of the teams, such as development, production, testing, or HR marketing, and iii) the company
should be located in Bangalore (Karnataka). The exclusion criteria of the study is that i)
working in non-IT sector, ii) voluntary retired IT employee for more than 5 years, and iii)
newly joined employee less than 6 months old in present IT firm.

iii) Sampling Strategy:
The proposed study adopts convenient sampling strategy (Gravetter, 2011). Out of initial five
hundred respondents, 472 respondents were considered to be selected owing to their impartial
responses. Rest respondents were excluded as they didn’t participate all the questions in the
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questionnaire. Finally, we selected four hundred and thirty one respondents using Krejcie and
Morgan (1970) principle.

iv) Model Description:
This section elaborates about the model being implemented for the purpose of proposed
investigation. We construct a structural equation modelling (Schumacker, 2015) on the basis
of i) compensation benefits, ii) employee motivation, iii) work stress, iv) career satisfaction,
v) moral support, and vi) employee performance. The prime hypotheses formulated are:
•

Ho1: Compensation benefits significantly influences employee productivity.

•

Ho2: Compensation benefits directly influences work stress as well as employee motivation.

•

Ho3: Work stress significantly influences employee motivation and employee performance in
negative perspective.

•

Ho4: Employee motivation has positive influence on moral support, employee performance,
and career satisfaction.

The model intends to show that compensation benefits directly impacts employee
performance, work stress, and employee motivation. It also shows employee motivation
directly impacts employee performance and indirectly through career satisfaction and moral
support. The actual flow of the model is shown in Fig.1.

Figure 1 Structural Equation Modelling of Proposed System

The validity of the constructs has been estimated using Principle Component Analysis
(Beycioglu, 2014) as well as reliability of the study was tested using Cronbach alpha. The
table 1 shows the outcome of Cronbach’s Alpha (Alzaraz, 2015).
Table 1 Reliability test of proposed study
SL. No
1
2
3
4
5
6

Factor
Compensation Benefit (CB)
Career Satisfaction (CS)
Employee Motivation (EM)
Employee Performance (EP)
Work Stress (WS)
Moral Support (MS)

Cronbach’s Alpha
0.95
0.83
0.87
0.92
0.88
0.89
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The above estimates shows higher reliability as the coefficient of alpha was found to be
more than 0.80. The next part of the study is to assess the statistical analysis of the primary
data in order to assess the degree of correlation between the proposed model and experimental
outcomes.

6 RESULT ANALYSES
The analysis of the result was carried out in SPSS package and was subjected to both
descriptive and inferential statistical procedures (Rosenthal, 2011). We carried out descriptive
analysis followed by Principal Component Analysis for assessing construct’s validity,
Cronbach’s alpha for reliability analysis, correlation analysis to analyse relation between
observed and latent variables. The analysis of the proposed study was carried out considering
exogenous variable as compensation benefit and endogenous variable as employee
motivation, work stress, career satisfaction, employee performance, and moral support. A
closer look into Fig.1 will also show that there are certain intermediate variables e.g.
employee motivation, work stress, career satisfaction, and moral support that acts as both the
types of endo /exo-gaenous variables. Table 2 shows the outcome of correlation analysis of
the proposed model.
Table 2 Outcome of Correlation Analysis (Bivariate) (*p<0.05, ***p<0.001)
CB

EM

WS

CS

EP

MS

Person
correlation
Sig.(2-tailed)
Person
correlation
Sig.(2-tailed)
Person
correlation
Sig.(2-tailed)
Person
correlation
Sig.(2-tailed)
Person
correlation
Sig.(2-tailed)
Person
correlation
Sig.(2-tailed)

CB
1.00

EM

WS

CS

EP

.63***

100

.00
.64***

.57***

1.00

.00
.34***

.00
.50***

.29***

1.00

.00
.02

.00
.03

.00
.10*

.05

1.00

.72
.58***

.48
.58***

.03
.39***

.30
.56***

.03

.00

.00

.00

.00

.52

MS

1.00

We also applied Confirmatory Factorial Analysis in Structural Equation Modelling in
order to check the hypothesis outcome. We apply two-step rule (hancock, 2013, p.408) for i)
re-specification of structural equation model in terms of Confirmatory Factorial Analysis and
ii) validating the same in order to assess the affectivity of proposed model. We also check for
multiple comparative fit index in proposed modelling as well as evaluate the respective
outcomes of Confirmatory Factorial Analysis.
Table 3 Outcome of Confirmatory Factorial Analysis.
Index of Fit
Proposed model

NPAR
104
CFI
.92

CMIN
1498.48
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DF
425
IFI
.91

P
.00

CMIN(χ2)/DF
3.53
RM-SEA
.08

Table 3 highlights the outcome of confirmatory factorial analysis whose relative chisquare was observed to be more than three. We also estimated other fitness indexes e.g.
Comparative Fit Index (CFI), Incremental Fit Index (IFI), and Root Mean Square of
Approximation (RM-SEA) to prove the higher degree of supportability of the proposed
structural model with the empirical data. An analysis of regression is performed further to
assess the predictability capability of the proposed structural modelling. The significance
level for degree of freedom is decided if p-value<.05 although certain significance was also
explored during values less than standard .001.
Table 4 Outcome of Regression Analysis (*p<0.05, ***p<0.001)
EM
WS
EP
EM
EP
CS
EP
MS
EP
EP

CB
CB
CB
WS
WS
EM
EM
EM
CS
MS

Estimate
.49
.72
-.11
.33
.20
.55
-.10
.68
.09
-.02

S.E
.06
.05
.07
.07
.07
.07
.09
.07
.06
.07

p
.00***
.00***
.24
.00***
.02
.00***
.45
.00***
.24
.94

From all the above statistical analysis, it is explored that compensation benefit is one of
the potential factor for employee motivation as p>.001 and β=-.49. On the other hand
compensation benefit can be said to be significantly affecting work stress too as p<.001 and
β=.72. This proves the acceptance of second null hypothesis Ho2 that states Compensation
benefits directly influences work stress as well as employee motivation. At the same time,
compensation benefit cannot be said to be significantly affecting employee performance as
β=-.11. This outcome will prove the rejection of 1st null hypothesis that statesCompensation
benefits significantly influences employee productivity. The tabulated numerical outcome
also shows that work stress has higher significance on employee motivation (e.g. p<.001 and
β=.33) as well as employee performance (e.g. p<.05 and β=.20). This outcome also proves
that acceptance of third null hypothesis that states Work stress significantly influences
employee motivation and employee performance in negative perspective. Finally, we check
employee motivation too as significant factor for career satisfaction (e.g. p<.001 and β=.55).
However, employee motivation is not found to be statistically significant on employee
productivity (e.g. β=-.10). It was also found that employee motivation is highly significant on
moral support (e.g. p<.001 and β=.68). This statistical outcome proves partial acceptance of
fourth null hypothesis and hence the corrected version of fourth hypothesis can be written as
Employee Motivation is highly significant attribute for moral support and career satisfaction
and less significant attribute on employee performance.

7 CONCLUSIONS
The primary motive of the proposed study is to show the possible impact of compensation
benefits towards employee performance. However, the study has also proved that
compensation benefit is not the only factors that directly influence employee performance.
The latent factors that are found to influence employee performance are moral support, career
satisfaction, employee motivation, and work stress. The proposed modelling was carried out
using structural equation modelling explicitly using confirmatory factorial analysis. The
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formulated hypothesis was testified to prove that employee performances are directly
predicted by work stress (in negative aspect), career satisfaction, and employee motivation. It
has also proved that work stress negatively affects employee motivation.
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