A Study of the Service Sector's Best Practices and HR Challenges in Compensation Management
Abstract

Management of compensation is an important function that must be present in any organization. In the present environment, in order for businesses to maintain a competitive edge, they need to come up with creative and effective methods of employee compensation. It is very important to both recruit and retain the best possible talent. Different employees may have varying preferences for pay and benefits depending on factors such as gender, level of education, age, and amount of experience. As a result, it is of the utmost significance for HR to effectively manage the compensation of the employees. However, human resources must contend with a wide variety of challenges and problems in order to effectively form and determine compensation. This means that the present study is an effort to investigate compensation best practices combined with the HR challenges in the field of compensation management. Both primary and secondary types of information, in the form of data, are combed through to compile the study's final tally of findings. The findings of the study highlight a number of challenges that Human Resources must contend with regarding compensation management.
Keywords
Service Management, Human Resources Management, Compensation Management 

Introduction

When it comes to working for an organization, financial reward plays a significant role in an employee's incentive to do so. It entails giving employees something of value in exchange for the work that they do. It is the payment that an employer makes to an employee in exchange for the services that the employee has provided to the employer. Compensation is the most significant component of human resource management, and it takes into consideration all of the many activities that a pay system does, such as planning, organizing, and managing.

One of the most significant tools that an organization has at its disposal for accomplishing a variety of goals, including retaining employees, rewarding employees, motivating employees, decreasing employee turnover, and preserving organizational equality, compensation is an essential tool (hr-guide.com). In the current environment, in order for businesses to maintain a competitive edge, they need to come up with creative and effective methods of employee compensation. It is very important to both recruit and retain the greatest possible talent. Different employees may have varying preferences for pay and perks depending on factors such as gender, level of education, age, and amount of experience. To put it another way, "compensation" may be defined as any and all types of financial returns as well as physical services that employees get as part of their job relationship. It is possible to interpret it as a standard of justice. In most cases, it constitutes the primary source of financial security for employees (Milkovich & Newman, 2008). 

Management of the compensation system is another key component of any organization. The process of ensuring that monetary benefits, including wages and other aspects of compensation, are suitable, competitive, and fair for all employees. The HR department's compensation manager is accountable for overseeing all aspects of an organization's compensation and benefits structures (www.zenefits.com). Both the company and the employee stand to profit from compensation systems that are efficient and well-designed. It motivates employees to remain engaged in their work for longer periods of time, which is beneficial to the company. In addition to this, it maintains the performance of the employee at a high employee since an effective compensation plan serves to motivate employees very effectively (www.hibob.com).

The term "compensation" may be broken down into primarily two categories in any given organization: direct compensation and indirect or variable compensation. The most common form of direct compensation is the wage or pay that is given to an employee in return for the work that they have performed. The form of money that is considered to be an employee's "base pay" might take many different forms. On the other hand, indirect and variable compensation consists of things like bonuses and incentives that are dependent on performance. A number of benefits are provided, such as medical insurance, transportation provided by the firm, paid time off, and retirement benefits (www.iedunote.com). The provision of stock options as part of equity-based compensation provides employees with a feeling of ownership in the organization. Nearly every organization has the intention of distributing compensation in the form of non-monetary benefits to employees as a means of making their lives easier by providing them with novel and creative assistance in striking a healthy work-life balance. Because of the current economic climate, the idea of a spouse having two careers is becoming more common even in countries like India. 

The HR employee or the compensation manager may benefit from the use of compensation management software by planning or determining appropriate compensation that takes into account a variety of factors, including market policy, employee capabilities, and performance, amongst others. These software programs are quite useful in determining the appropriate level of compensation for employees. Compensation software is often coupled with performance management software by human resources departments or by corporations, allowing real and accurate figures to be acquired (www.g2.com).

Taking everything into account, it can be seen that while compensation management is essential for any organization, HR plays a significant part in the process of ensuring that it is carried out effectively. There are a lot of compensation softwares that are now in operation, but HR still confronts a lot of challenges in the management of compensation. As a result, the present study is looking at the numerous challenges that HR faces in terms of compensation management. 

Literature Review

The growth and success of any organisation are dependent on a factor of variables, but compensation is one of those aspects that is largely responsible for the organisation's successful growth (Sangwan, 2015). In return for the work performed by employees, employers often give some form of compensation to those workers in the form of monetary benefits. Employees' compensation is a factor that should get significant consideration in every organisation. The provision of adequate compensation serves as a form of encouragement for each employee to work in ever more effort (Patnaik and Padhi, 2012).

Not only does an employee's compensation serve as a motivational factor for them to work harder for their own personal gain, but it also plays a role in the employee's level of productivity and overall job satisfaction. When it comes to the organisation's overall productivity, it is always the case that employees who get a competitive compensation contribute more (Sangwan, 2015; Chiekezie, Emejulu and Nwanneka, 2017). Another study came to the same conclusion, demonstrating that there is a substantial association between employee compensation and performance. The performance of the employee has a direct correlation with the design, execution, and management of their compensation. It has also been shown that compensation has a role in the employee's decision to remain with the organisation over the long run (Odunlami and Matthew, 2014). 
The majority of individuals go to work for the most fundamental motive, which is to get compensation. However, compensation and the management of compensation are both influenced by a number of different circumstances. Both from the organization of the employer and the employee, compensation is an extremely important factor for all parties involved. However, because of a time of concerns and challenges, there are times when both the employer and the employee are impacted, and as a time, it is vital to periodically modify and improve compensation policies (iarnien and Vienaindien, 2010). Incorrect compensation management procedures result in a significant increase in the number of challenges faced by the organization. Any organization that wants to hire great employees should have a compensation structure and compensation policies that are competitive enough to compete with other companies. On the other hand, an insufficient level of compensation is a significant factor in employee turnover (Sothy, 2019).

Not only does a good and effective compensation structure in the organization contribute to work satisfaction, employee morale, employee productivity, and employee retention, but it also aids in getting a competitive edge in the present world (Younas, Athar, Akhtar and Sawati, 2020). Employees of private employees are provided with compensation plans that are unique and cutting edge in order to encourage them to remain with the organization and contribute their talents (Kaur and Kumar, 2019; Chiekezie, Emejulu and Nwanneka, 2017; Khan, Aslam and Lodhi, 2011).

Management of compensation is the most significant aspect of all the other aspects there, and it is also very beneficial in the process of establishing connections with employees. When it comes to growth, an organization that has the best compensation policies and practices performs better than its competitors and attracts superior people from the market (Rafique, Qureshi, Pirzada, Badar and Shahzadi, 2015; Mehta and Shaikh, 2012).

The management of compensation seems to be a highly complicated procedure, and its outcome might determine the success or failure of the organization. The level of compensation that an organization offers to its workers is one of the factors that might have an impact on the firm's goodwill and reputation. Additionally, it has a role, either directly or indirectly, in the retention of employees. Additionally, it has a beneficial effect on the organizational performance of the organization. According to the findings of studies, organizations should also work to improve their compensation policies and practices in order to improve both their organizational practices and their performance (Olaniyan and Binuyo, 2017; Onwuka and Onwuchekwa, 2018). Compensation plays a significant part in maintaining employee motivation since the benefits received by employees are closely related with the performance of those employees (Khan, 2000; Khudhair, Rahman and Adnan, 2020). 

Significance of the Study

The present study aims to investigate the numerous challenges that are encountered by HR in terms of compensation management. When an organization pays good compensation to its employees, it automatically boosts the goodwill of the organization, attracts the best talent from the market, and increases the productivity of the organization. Effective compensation is important for both the organization and its employees for this reason. At the same time, workers' levels of productivity and efficiency at work may be increased with the aid of effective compensation. However, striking this balance is really crucial, and it should be a scenario in which both employees and employers come out ahead. Therefore, human resources professionals confront a time of challenges when it comes to developing and maintaining an effective compensation management or while managing compensation overall. The present study makes an effort to investigate all of the challenges that are encountered by HR in compensation management. It is also beneficial for organizations and other stakeholders to have an understanding that the process of determining compensation is not simple at all and is rather very complicated.
Research Gaps

According to the research that was conducted, a large number of studies have been conducted on many elements of compensation, including the influence of compensation on employee retention, employee satisfaction, and productivity, amongst other topics. A great number of academics have also investigated the challenges that employees face while getting compensation, and many of these researchers have discussed the benefits that come with effective compensation management inside an organization. The present study, on the other hand, focuses on the effective compensation practices of compensation as well as the numerous challenges that HR faces in compensation management. In addition to this, it shed light on a variety of suggestions and recommendations that HR may follow in order to overcome the challenges associated with compensation management.
Objectives of the Study

The present study fulfill following objectives:

a) To investigate the numerous challenges that HR professionals encounter when it comes to compensation management. 

b) To study the effective compensation practices that are used in the service industry.

c) To suggest a number of suggestions and recommendations in order to address a variety of challenges associated with compensation management. 

Research Methodology

A collection of methodologies and processes that are employed to carry out the research is referred to as the research methodology. It primarily discusses the when, why, how, and where aspects of the study that is being carried out.

The present study makes use of both primary and secondary types of information to compile its data. The study may primarily be classified as a descriptive sort of study.

Primary Data

Interviews with HR professionals working in a variety of service-oriented people are conducted in order to get primary data. 15 in-depth interviews with HR people from a variety of industries, such as information technology, telecommunications, banking, education, healthcare, and the tourism industry, are carried out. The interviews are split up into two categories: those that take place in person and those that take place over the phone.

Secondary Data

On the other hand, the study also makes use of data that is referred to as secondary data. Secondary data comes from a variety of sources including journals, publications, and studies that have been produced by academics research at universities, researchers working in universities, and writers. Each and every piece of secondary data originates from credible sources. In order to get data, several reputable databases, such as Google Scholar, Research Gate, EBSCO Host, J Store, and Scopus, amongst others, are consulted. 

Analysis and Discussion:

Effective Compensation Practices in the Service Sector

a) Budgets for Compensation
Having compensation budgets that are effective and have a surplus contributes to improved compensation practices within an organization. It is of the essential importance to have a solid understanding of the compensation budget, which should be followed by its application in an effective manner. This creates a scenario in which organizations and employees both come out on top. 

b) Review of Compensation Conducted On a Regular Basis
When it comes to effective and best compensation practices, it is required that the HR or compensation management of an organization assess the organization's compensation policy on a regular time. It allows for more creative forms of compensation to be included into the system. 
c) Decide Pay Ranges
It is essential to have pay ranges in order to provide employees with equitable compensation. Pay ranges are used to indicate the range of possible compensation for a certain job within an employee. Establishing pay ranges is one way to cut down on the overall compensation costs of an organization. 
d) Fair and Equitable Compensation
Compensating Workers in a Way That Is Both Fair and Equitable Providing workers in an organization with a pay structure that is both fair and equitable is one of the most effective compensation practices. It does not imply that the junior employee and the senior employee get the same amount of compensation for their work. However, fair and equitable compensation implies that an employee's compensation should be commensurate with the work they do. Equal pay should be provided to employees who do the same level of work and possess the same skill set. 
e) Flexible Compensation Practices
It is essential for organizations to demonstrate a degree of adaptability when it comes to compensation practices, since employees will inevitably attempt to negotiate their pay at some time. It contributes to the organization's ability to entice the best and most skilled employees. In addition to this benefit, it helps to enhance the connection that employees have with the organization. 
f) A Generous compensation System for Good Performers
It is necessary to reward excellent performers and well performers with larger compensation packages as part of the organization's strong compensation practices in order to inspire and motivate them to work to their full potential. As a constructive compensation technique, it benefits organizations in addition to the employees who work for them. 

Challenges Faced by HR in Compensation Management

· Deciding Competitive Pay Policy
The most difficult task that comes up in relation to compensation management for HR is determining the pay policy. It may be challenging for HR to decide on pay policies since it can be tough to decide which form of pay policy is the best match for an organization to ensure that the organization does not have any difficulties in keeping its people. It is far more difficult for an organization to recruit new employees and retain on to the ones they already have when the pay policy of the organization is not clearly defined and not consistently applied. 

· Matching Talent Skills with Compensation
It is often the case that human resources professionals find it challenging to align compensation with the level of talent and skills in an employee. The amount of talent and skills possessed by any individual and employee cannot be quantified in any meaningful way. Therefore, Human Resources has a difficulty in terms of compensation in order to align the skills of talent with the compensation policy. 
· Comply with Legal Norms
When making decisions, HR professionals always need to keep legal conventions and concerns in time. In addition to this, it is necessary to pay hourly compensation in accordance with the policy of the market and with internal equity. Therefore, it is very important for HR to take all of these factors into policy when formulating compensation policies. When organizations wish to pay more to great achievers but are unable to do so owing to specific legal restrictions, it may also create a lot of uncertainty and problems for the company. 
· Deciding Pay Forms
The employees might be paid their compensation in a variety of different ways. When it comes to non-cash compensation, however, the HR department has a tough time determining an appropriate amount. An employee's base pay consists of cash and bonuses. It is often challenging for us to show our employees cash in terms that are not monetary for the work that they have done. Therefore, whenever HR attempts to compute compensation for each and every employee, they are met with trouble. 
· Deciding Benefits Compensation
There are many different kinds of pay included in compensation. When it comes to benefits and other forms of compensation, however, it may be difficult for HR to decide decisions on certain types of benefits. Direct compensation, on the other hand, is often straightforward to calculate and decide upon. Because every employee has certain expectations of the organization, and because it is the responsibility of the organization to meet those expectations, those expectations must be met. 

· Structuring Executive Compensation
Executive compensation is one of the vital components of any organization since without key people, the organization can't expand with a vision. It is not a simple undertaking to develop a compensation form for senior people holding key roles. They are an essential component of the company, and if they have any problems with their pay, the company may find itself unable to compete effectively in the market for the most qualified key talent. 
· Managing Cost related to Compensation
The human resources manager or the compensation manager is in charge of all matters pertaining to compensation. The Human Resources department acts as a go-between for the employees and the organization. Therefore, it is the responsibility of HR to form a compensation policy in a manner that is advantageous for both parties, i.e. the organization and the employees. In this particular scenario, HR is also tasked with controlling the costs associated with compensation. Because increased employee turnover results in increased expenses for the organization, human resources must form compensation policies that allow for a reduction in total compensation expenditures.
· Deciding Unbiased Compensation Benefits
Everyone in today's day and time wants there to be transparency inside the processes. Every employee who is employed by the organization wants to get compensation and benefits that are not based on prejudice and that are also advantageous someplace. However, implementing a fair and objective approach to the management of compensation benefits may be challenging. When it comes to indirect benefits, adopting a fully impartial approach is a problem for human resource professionals since it is more challenging. 
· Trained people for Recognition and Rewards Structure
It is up to HR to decide an appropriate structure for recognition and awards for employees. It is a significant incentive for each and every employee to work in greater effort with dedication. However, in structure to carry out this work, HR need experienced professionals who are able to build appropriate structures for incentives and recognition. 
Various Suggestions and Recommendations to Overcome the Challenges of Compensation Management

The following are some of the things that may be used to overcome the compensation challenges that HR is now facing:

a) Human terms need to develop effective pay policies in order to give attractive chances to prospective employees, as well as to compete well with other employers in the market for recruiting and keeping employees.

b) It is vital for the HR manager to provide training programs to the compensation employees in order to make the HR department's internal operations run more smoothly.

c) The organization's techniques for providing rewards to employees have to be quantifiable and in line with the employee's level of performance. In order to make the internal operations of the organization more open to public transparency.

d) It is essential that strong compensation standards be maintained in order to decide unbiased compensation for all of the staff employees in the organization. 

Conclusion

It is essential for businesses to have an appropriate compensation structure in organization to both recruit and retain talented employees in their ranks if they are to endure over the course of talent. Today's HR professionals face a significant time in the management of appropriate compensation. Whereas, the best and most creative compensation practices are essential in order to meet the ever-evolving demands of employees. They form to maintaining employees and recruiting new ones in today's highly competitive labor market. On the other hand, developing the most effective compensation management and policies is challenging, and they must overcome a great deal of opposition to do so. Human resources are responsible for ensuring a harmonious relationship exists between the organization and its workforce, allowing both employees to emerge victorious. 
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