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Abstract 
It is worrisome that at 21st century when countries all over the world 
are making giant strides to achieve so much for their citizens in the 
areas of scientific and technological innovations, thereby making life 
worth living for them, Nigeria as a country is still battling with the 
issue of what is adequate for its workers in terms of remuneration/ 
minimum wage. It is also an axiomatic fact that this recurrent issue of 
pay has caused irreparable consequences on our economy, yet we are at 
it again-(Minimum wage Act, 2011).The objective of this paper is to 
examine what constitutes wage or remuneration of a worker, the 
objective of such remuneration to both parties (Employer and 
Employee) and to proffer suggestions on how to ‘nip in the bud’ the 
perennial issue of wage increase, thereby making our work 
environment a conducive, congenial and attractive place to work.   The 
researcher also proceed further in his presentation to discuss some of 
the underlying theories of wage in other to expatiate on the underlying 
factors that surround the determinant and payment of wages.   
 

    
Reward management processes are concerned with the design, 

implementation and maintenance of reward systems geared to the improvement 
of organizational, team and individual performance. Reward management is 
about how people are paid back in accordance with their value to an organization. 
The issue of determining the value placed on an individual employee and the 
symmetrical amount of wage have been a critical issue in the minds of 
employers, especially in a modernized economy like ours where everything is 
practically monetized.The survival of any employee is a function of what  he 
takes home as his pay. Furthermore, the fact that our economy is precarious and 
unpredictable in terms of what the economic indices are likely to be in the next 
minute coupled with the dictates of international trade and policies, made the 
whole scenario more complex and complicated for any rational or meaningful 
economic calculations or forecast to be achieved or made. 

 
It is no longer news that recent developments (strikes, lock outs, lock –in 

etc) in many organizations and establishments borne out of the incessant 
(according to employers) demand for more pay and its components by workers of 
such organizations. A cogent example was the strike of the Academic Staff 
Union of Universities (ASUU), (2010), the protracted strike engaged upon by 
many of the State Universities (e.g. LASU, Imo state university etc) and the 
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National Association of Medical Doctors (Lagos State Chapter, 2010) were all 
premised on the issue of remuneration and germane issues that are critical to the 
development of our glorified secondary schools called universities. The focus of 
this paper is to examine what actually constitutes a reward system, what are the 
objectives of such system to both employers and employees, and ultimately 
proffer possible solutions to the lingering and perennial problem of remuneration 
that has caused colossal damage to our economic growth and development.  

 
According to Robbins (1978), employees are concerned not only with the 

absolute amount of money they are being paid for their monthly efforts but also 
with the relationship of this amount of money to what is obtainable in the 
industry or economy. This statement actually buttresses the rationale for the 
prolonged strike actions embarked upon by many of the State Universities when 
their employers turned down their demands for a parity and equitable 
remuneration with their counterparts at the federal Universities. 

 
Compensation management can be described as the total efforts/ 

activities put in place by employers to show appreciation for services rendered by 
the employees. It is also an attempt to make life more meaningful and 
comfortable for workers by satisfying their economic needs through the payment 
of monthly salaries/ wages. 

Armstrong, (1984) saw reward as all aspects of pay and employee 
benefits treated as a whole in a manner that different parts of it can be adjusted 
according to the needs of the company. 

However, (1996) believed that reward premium and incentive system 
have limited meaning that excludes many kinds of inducements of acceptable 
standards. They do not include; wage and salary payment and merit pay, 
overtime payments, pay for holiday work etc. Obisi sees reward as a price given 
to employees as an inducement for job done. 

Ubeku, (1975) stated that reward or incentives as the case may be is used 
to describe wage payment plan which links wages directly to productivity 
standard. 

The base or salaries of a worker is a critical component of compensation 
or reward system which has its various objectives both to those who administer 
the scheme-Employers and the recipient-employees? Let us examine the 
objectives of wages and salaries to the employee; 
 

 The first objective of pay is the purchasing power. The absolute level of weekly 
or monthly earnings determines the standard of living of the recipient, and will 
therefore be the most important consideration for most employees. 
 

 Another objective of pay is the felt-fair. The term was devised by Elliot, (1962), 
who averred that every employee had a strong feeling about the level of payment  
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that was fair for the job. In this case, relativity plays an important role. An 
employee is expecting a relative amount of pay viz-a-viz his input or services 
offered. Where a discrepancy is noticed, dissatisfaction and discouragement will 
set in. 
 

 Right: The right aspect focuses on the right of the employee to the share of the 
company’s profit or nation’s wealth. The employee in this regard is thinking 
about whether the division of earnings is providing fair shares of the Gross 
National Product. “To each according to his needs” is overlaid on a fair day’s 
pay. 

 
 The composition of pay or other reward system is also another objective, which 

needs serious attention. How is the pay package made up? The growing 
complexity and sophistication of payment arrangements raises all sorts of 
questions about pay composition. Is #2000 pay for sixty hours better than #1400 
for forty hours work? Should pay comprise of salary and other allowances or 
should it be paid separately? The individual aspect needs to be considered, his 
circumstances and conventions of his working group and reference group all are 
important pay composition. 
 
To the Employers, Pay Serves the Following Objectives 
Prestige:   There is a comfortable and understandable conviction among 
managers that it is a good thing to be a good payer. This seems partly to be 
simple pride at doing better than others, but also there is sometimes a feeling that 
such a policy eliminates a variable from the contractual relationship. A chief 
executive of an organization once said that: 
 
“I want to find out the highest rate of pay, job-for-job, within a fifty- mile radius 
of my office. Then I will make sure that all my boys are paid 20% over that. 
Then I know where I am with them as I have taken money out of the question. If 
they want to quit, they can’t hide the real reason by saying they are going 
elsewhere for more cash. If I do have to fill a job, I won’t lose a good guy for 
monetary reason” 
 
Competition: Another vital objective of paying rates which are sufficiently 
competitive is to sustain the employment of the right numbers of appropriately 
qualified employees to staff the organization. A distinction is drawn between 
competition and prestige, as the former is more designed to get a good fit on one 
of the employment contract dimensions rather than simply overwhelm it. It 
permits questions such as: How selective do we need to be for this range of jobs? 
How do we avoid over-paying people and inhibiting them from moving on?  
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Every employer has this sort of objective, even if only in relation to key positions 
in the organization. 
 
Control: There may be ways of organizing the pay packet that will facilitate 
control of operations and potentially save money. The conventional approach of 
this for many years has been the use of piecework or similar incentives, but this 
has become difficult due to the unwillingness of most employees to see their 
payment fluctuate wildly at employer’s behest. Theoretically, overtime is a 
method of employer control of output through making available or withholding 
additional payment prospects. In practice, however, employees use overtime for 
control more extensively than employer’s. Gradually, other ways in which 
employers could control their wage costs are being eliminated or made difficult 
by legislation; redundancy, short-term lay-off and dismissal are now expensive. 
 
Motivation and Productivity: There is a wide spread conviction about the 
motivational the motivational effect of payments that rests on over- simplistic 
assumptions about amounts and methods of payment. Extra care should be taken 
here so as to achieve the two mentioned above. E.g. A teacher with   large 
population of students may reap more money on the level of quantity. But 
another teacher with lesser students in the class should also be rewarded for high 
quality performance. (Smith, 1983) 
 

Finally, just as the employees are interested in purchasing power, the 
absolute value of their earnings, so employers are interested in the absolute cost 
of payment and its bearing on the profitability or cost effectiveness of the 
organization. 

The manifestation of a reward system could be expressed in different 
ways. It could be financial rewards (fixed or variable pay), incentives (premium 
plans, bonus etc) and employees’ benefits such as (holiday pay, pension payment 
insurance payment etc), which together comprise total remuneration. The system 
also incorporates non- financial rewards (recognition, praise, achievement, 
responsibility, and personal growth) and in most cases, performance management 
processes. 

 
The base, wage or basic pay as the case may be is the fixed salary or 

wage, which constitute the rate for the job. For the manual workers, it may be 
referred to as time or day rate. The basic pay may serve as a veritable platform 
for determining additional payments related to performance, competence and 
skill. It may govern pension entitlements and life insurance when they are related 
to pay. The basic levels of pay for jobs reflect both internal and external 
relativities. It can be used to measure internal relativities especially where jobs 
are properly evaluated and in hierarchy. On the other hand, the tracking of  
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market rates assesses external relativities of pay. Alternatively, levels of pay may 
be agreed upon through negotiation (collectively bargained with trade unions) or 
by individual agreements. The base rate for a job is sometimes regarded as the 
rate for a competent or skilled person in a job. It may vary in a skilled-based or 
competent-based system according to the individual’s skills and competence. The 
wage pay may come in the form of minimum wage, fair wage, living wage, piece 
wage and time wage. 

 
 A minimum wage is the lowest to be paid to an employee in his or her place of 

work. A minimum wage is normally fixed by Act of parliament in democratic 
setting and a decree in a Military system of government. A typical example is the 
new minimum wage of Eighteen thousand (#18,000) Naira that has just been 
passed into law by the 6th National Assembly in Nigeria. 
 

 A fair wage is fair if and only if it is reasonable and above the minimum wage. A 
fair wage is that wage which is not less than the minimum wage set by the 
organization, which is comparable to the prevailing wages in similar 
organization, which is equated with the worker’s productivity. 
 

 Living wage is the maximum in all wages. It takes care not only the employee 
but also the employee’s family and aims not only at sustaining them but 
providing more than a reasonable comfort. 

 
 A piece wage according to Pigors, and Myers,(1973) is one in which an 

employee is paid exactly in proportion to his physical output. He is paid from the 
standpoint of the movement in direct proportion to his output the actual amount 
of the pay per unit of service being appropriately equal to the (marginal) value of 
his services. In a nutshell, the more the work, the higher the wage rate. This can 
be expressed using a model (IE=NR). Individual earning equals’ number of 
pieces produced by the rate. 

 
 Time wage: Under the time wage system, the worker is paid according to the 

number of time spent on his job. This time may be in hours, days, weeks or 
months but for a definite period. 

Having considered the need for an organization or employer of labour to 
pay a wage that would enable him to realize the objective(s) of the organization 
and that of the employees alike, it would therefore be imperative to examine the 
function(s) performed by a wage system in an organization. Some of these are; 
1. One significant function of the wage system is that it aids recruiting and 

retaining the best hands in the industry. 
2. Wage system accords an organization prestige and the viability of the 

organization 
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3. It enables job to be ranked according to their relative importance 
4. Adequate wage system can be used to motivate and stimulate employees 

into higher productivity. 
 

The significance of pay can also be consolidated in this paper by making 
a brief reference to the subsistence theory postulated by David Richardo. He 
affirmed in his theory of rent that the price of corn is high not because rent is 
paid but rent is paid because the price of corn is high. Therefore on the wage 
theory, Richardo maintained that the labourers are paid to enable them subsist 
and perpetuate the race without increase. Therefore, a subsistence wage is that 
which guarantees mere sustenance and means of support for livelihood.  

 
However, the determination of wage itself is a complex issue. There are 

various parameters/ variables that must be taken into consideration among which 
are, the market value of the company’s product and the ability to pay. The ability 
factor can be buttressed by the residual claimant theory as propounded by F.A 
Walker. The theory simply states that whatever is paid to workers as wages is 
determined after all expenses incurred by the organization are fulfilled. Such 
expenses are raw materials, transportation, rent and other cost of production. The 
remnant/ left over according to him forms the wages. 

 
The salient issue that this paper is set to address is the way out of the 

unending demand for remuneration/pay increase by workers.  
On a sincere note, there is no amount of money/salary /remuneration that 

can be adequate for any worker in a country like Nigeria where our economic 
policies are driven by international organizations of this world, where we only 
consume but do not produce, where there are high inflation rates, infrastructural 
decay on the high side and where we have policy inconsistency. The various 
agitations for wage increase hitherto have yielded devastating consequences on 
the entire citizenry. The following solutions are hereby proffered: 
 
1. Workers Unions at all levels should de-emphasis on minimum wage increase. 

More often than not, increase in minimum wage in this country has resulted 
in deadly economic and fiscal policies on the part of the government being 
the largest employer of labour, to recuperate their funds. A case in point is 
the proposed removal of subsidy on Premium Motor Spirit by government, 
the re- introduction of Toll-Gate on federal roads and the various forms of 
double taxation experienced by Nigerians over the Eighteen thousand Naira 
minimum wages that is yet to be implemented by the same government. 

 
2. There should be a collective resolve on the part of workers to demand for 

good infrastructure and a workable system that would enable workers to 
flourish no matter how meager the so called wage may be. The generation of 
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adequate electricity must be a priority and a good road network that will ease 
the flow of food commodities and other items to the urban cities without 
much ado. 

 
3. Employers of labour should see Labour as an integral part of the 

organization. The relationship between the two (employer and employee) 
should be seen as partners in progress. Under this circumstance, there should 
be regular consultations and discussions concerning the activities of the 
organization. Policies should be formulated and implemented jointly without 
the WE against THEM syndrome. 

 
4. Above all, there should be sincerity between the two actors. Where this is 

lacking, the issue of suspicion that would create the impression that a 
particular actor is accruing more to himself will be a permanent feature of 
our organizations. 

 
In conclusion, concerted efforts are required on the part of labour and 

their employers to make the work place conducive, harmonious and attractive to 
all. The regular stoppage of work and other destructive tendencies experienced 
most often will do no good to our economy and nation in general. There is need 
for all stakeholders to act proactively by putting all necessary impetus in place so 
as to prevent the resurgence of strike, down- tool, lock-out etc, all in the quest for 
wage increase. 
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