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1. Chapter 1: Introduction

Assignment 1: Research Project - Compensation Reconstruction
1. Topic

Compensation Reconstruction

2. Introduction of the Project

The compensation framework of an organization plays a pivotal role in shaping its financial
stability, compliance stature, and workforce morale. Traditional salary structures often lack
transparency and alignment with regulatory standards, leading to inefficiencies and potential
legal risks. This research project seeks to explore and develop a robust model for compensation
reconstruction, emphasizing its role in achieving compliance, optimizing costs, and enhancing
employee trust. Specifically, this study will focus on organizations operating within Saudi
Arabia, highlighting compliance with General Organization for Social Insurance (GOSI)
regulations and its impact on organizational efficiency and employee satisfaction. (Reference 1)
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The significance of this research lies in the current economic landscape of Saudi Arabia, where
adherence to labor regulations is critical for sustainable growth. By reconstructing compensation
frameworks, organizations can foster a culture of trust and transparency, thereby ensuring better
alignment with national economic goals.

3. Formulate Research Problem

The current compensation frameworks in many Saudi organizations fail to comply fully with
GOSI requirements, resulting in elevated employer contributions, dissatisfaction among
employees due to a lack of transparency, and inefficiencies in payroll systems. The primary
research problem revolves around identifying how to restructure these frameworks to achieve
legal compliance, reduce costs, and improve employee satisfaction. (References 1, 2)

This issue also intersects with broader concerns, such as the increasing scrutiny from regulatory
bodies and the challenges posed by globalization. Organizations that fail to adapt to these
demands risk reputational damage, financial penalties, and a loss of competitive advantage.
Thus, addressing this problem is not merely an operational necessity but a strategic imperative.

4. Identify Research Significance

4.1 Theoretical Significance This research contributes to the academic field by integrating
theories of equity, motivation-hygiene, and compliance within the context of compensation
restructuring. By addressing theoretical gaps, this study offers a comprehensive framework that
links compliance with cost efficiency and employee satisfaction, which is particularly relevant
for regulated environments like Saudi Arabia. (Reference 3)

Furthermore, the study adds value by synthesizing existing literature on compensation structures
and regulatory compliance, providing a nuanced understanding of their interdependencies. It
advances the discourse on how theoretical models can be practically applied in real-world
settings, particularly in regions with stringent labor laws.

4.2 Practical Significance The study provides actionable strategies for organizations to:

o Optimize payroll systems to ensure compliance with GOSI regulations. (Reference 1)

o Enhance workforce satisfaction through structured and transparent salary components.
(Reference 3)

e Achieve cost savings, thereby improving overall organizational efficiency. (References 4,
5)

In addition to these practical benefits, the research highlights the long-term implications of
compensation restructuring, such as improved talent retention and enhanced employer branding.
By aligning compensation policies with employee expectations and regulatory requirements,
organizations can position themselves as leaders in their respective industries.
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Methodological Overview

The research employs a mixed-methods approach, integrating qualitative insights and
quantitative data. Key components include:

o Data Collection: Gathering payroll data, employee feedback, and GOSI contribution
records.

o Comparative Analysis: Evaluating current versus proposed compensation structures.

e Case Studies: Examining organizations like Almarai and Saudi Aramco to identify best
practices and lessons learned. (References 4, 5)

o Financial Modeling: Simulating the financial impact of proposed changes, including
potential savings and cost implications.

By leveraging this methodological framework, the study aims to provide a comprehensive
analysis of compensation restructuring, offering both theoretical insights and practical
recommendations.
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