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Indeed, it is imperative to link the compensation of the senior managers to segment performance. Segment performance relays information about the returns obtained from a particular investment thereby providing the rationale for a corporation's continuity within the specific market segment (Slocum, Lei & Buller, 2014). For instance, a higher segment performance denotes higher returns on capital invested by senior managers through their strategic planning and endeavors to increase the company’s profit margin. On the other hand, lower segment performances are associated with weak attempts advanced by the senior managers in enhancing a firm's profitability.

As such, it would be vital to reward the senior managers based on the financial outcome of the segment. Higher segment performances underscore the initiatives undertaken by the top management in realigning the company’s goals (Slocum, Lei & Buller, 2014). While lower segment performances highlight a decrease in profit margins, resulting from the senior manager’s poor planning. Thus, it is crucial to compensate employees based on their output regarding the company’s profitability index. Employees should be rewarded depending on their production rather than on a fixed set of returns within the organization (Slocum, Lei & Buller, 2014). As such, they would be highlight motivated in pursuing the company’s objectives as a way of increasing their potential earnings through compensation.

The best segment evaluation technique would be the variance analysis through the return on investment. Through the variance analysis, it is possible to determine the performance of a particular segment relating to the standard and fixed costs utilized in arriving at the desired objectives and financial gains (DeFusco et al., 2015). Additionally, through the return on investment, the top management can assess the operating income as a measure of the total assets thereby arriving at the desired pay for the compensation of senior managers.
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