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REWARDS MANAGEMENT

Fundamentals of reward management




Critics Say Rewards . . .

Punish

O Rewards manipulate people’s behaviour

O Failure to receive a bonus is bound to have an adverse effect on
subsequent performance
Damage relationships

O Horizontal relationships are damaged because rewards don’t pay for
co-operation

O Vertical relationships are hurt because people manipulate information
and don’t admit need for help

lgnore Reasons

O Fail to address underlying issues that lead to poor performance



Critics Say Rewards . . .

Discourage Risk-Taking

O Reduce creativity

Undermine Interest

o Create “extrinsic motivation”

A Typical Study: Pay for Weight Loss Does Not Last

HJNiﬁ MENT




What we should do then.....
-]

Pay people what they worth

Put in the scene individual differences (up to an extend)
Give people meaningful outcomes

Give them the right way to do a job

Select properly

Give them tools and equipment and method

Reward manager for good management

Put forth career development and internal promotion
Give feedback on rewards

Recognise when needed

Reward the right things (Don’t reward every petty thing)
Foster a sense of team work

Define and implement the right way, performance criteria
Ask employees feedback



AUEB-Adecco Survey
- 000000/

H owovoukn kpion daivetal va €xeL tnv LeyaAUTEPN apvnTLkn enidpaon otouc uobolg
KalL TLG TTapOoXEC, otnV Epyaciakn tkavomoinon kot otnv epyaoctakn aodpaAeLlo-

otaBepotnta
[Yylewn kot acdalela]% 20% 18%
[Epyaciakég oxéoelg]% 40% 36%
[Epyaotakn kavomoinon]% 43% 50%
[Epyactakn aodpaiela-otabepotntal% 37% 54%
[Epyaciakd dikowpatal% 27% 47%
[MioBoUc¢ kat tapox£g]% 14% 81%
[Avamntuén-gEEAEn epyalopévwv] % 36% 38%
[Exnaidevon mpoowrikou]% 36% 40%
[Alakpdtnon TaAéviwv]% 35% 35%
[Mpocéhkuon kat emtthoyn avBpwrivou duvaptkol]% 37% 31%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
B ApKetd M e peydlo Babuo



AUEB-Adecco Survey

Alayeiplon Twv EMIXELPNCLAKWY OAAAYWY

MpooéAkuon kot etAoyn TAAAVTOUXWVY €pYA{OUEVWY UE EELOTNTEC
T(POCAPUOCUEVEG oTnV YndLakn emoxn

ALoAoynon avBpwrivou SuvapLkou

HmTOP 5
Awakpatnon-Awotripnon epyalopevwy
patnon nenon epyadop = TOP 3

TOP 1
Wndromoinon twv npaktikwy A.A./ Eloaywyn texvohoyiog oto A.A.

TakTIKEG SLapopdwaong opyavwaolakng etkévag (Employer branding)

Mpocwmnomnolnuévn Slaxelplon apoBwy Kot Iopoxwy

AvaAloelg / e€aywyn Tdoewv avadoplkd e to A.A. (People analytics)

Madikr pooéAkuon epyalopévwy LE U UBACELG €pYOU 1 TIPOCWPLVAG
anaoxoAnong (crowdsourcing)

Awaxeiplon mowkihopopdiag

ATOLTAOELG TOU £pyacLakol SuvauLkoU yla VEeS popdEg amaoyoAnong (r.x.
€€ anootaoswg epyacia)

AN\ayég otn Snuoypadikn SLapBpwan Tou pyactakol SuVaLKoU 8 5%



AUEB-Adecco Survey

KaAn ¢nun etapeiag

ZTPATNYLKN, OKOTIOC KOl OPA LA ETALPELOG
MapeXOUEVO TTAKETO ATOSOYWV KaL TTAPOXWY
Eukatlpieg kaplépag Kat eEEALENG

MpokAntiknA Kat evéladépouoa epyaaia

mTOP 5
OLKOVOLKN EUpwaoTia 2TOP 3
Epyootakn aopdiela / otabepotnta TOP 1

AvAmtuén KAVOTATWY TwV EpyaloHEVWY

EAkuoTikoTnTO KAASOU

ApAOELG LOOPPOTILAC TIPOCWTILKAC-ETMAYYEAULATIKAG WA C
Mpadeia etatpeiag — xwpog epyaciog (MepBariov, eyyvutnto...
MELWUEVEC ATIOXWPHOELS TIPOOWTTILKOU

Eukatpieg yla Snpouvpykotnta

Awaxeiplon mowhopopdiag

Euéhktec popdEég epyaoiec

Ertionun moAttikn ekmaideuong VEOELCEPXOUEVWV

Apdoeig Etatpikng Kowwvikng EuBuvng

Aladikaoia Aoy poowritkol



Our experience indicates that . ..

Companies that are high-
performing successfully
deploy a portfolio of reward
plans that:

O intertwine with other HR
programmes

O reinforce their organisational
culture

O support the business needs and
objectives



Basic economic theories under Rewards

]
The law of supply and demand

Efficiency wage theory
Human capital theory
Agency theory

The effort bargain




Reward Management (defined)

Reward management is concerned with the
formulation and implementation of strategies and
policies that aim to reward people fairly, equitably
and consistently in accordance with their value to
the organization.

It deals with the design, implementation and
maintenance of reward processes and practices that
are geared to the improvement of organizational,
team and individual performance.



Reward Management (Aims)

create total reward processes that are based on beliefs about what
the organization values and wants to achieve;

reward people for the value they create
align reward practices with both business goals and employee values

reward the right things to convey the right message about what is
important in terms of expected behaviours and outcomes

facilitate the attraction and retention of the skilled and competent
people the organization needs

help in the process of motivating people and gaining their
commitment and engagement

support the development of a performance culture

develop a positive employment relationship and psychological
contract.



Philosophy of Reward Management; > x

r

-]
ol

Strategic sense: long-term focus & it must be derived from the

business strategy

Total Reward approach: considering all approaches of
reward (financial or not) as a coherent whole; integration with
other HRM strategies

Differential reward according to the contribution

Fairness, equity, consistency, transparency




Reward Management (Process)

Build
Non-financial capability
> rewards
.| Emplyee
7| benefits
Market
r analysis
Y Y Y v
Grade and Grade and
shats 7| strategy > structure | structure > [remuneration | reward ~| performance
» policy (base pay)
|
Job
evaluation
»| Contingent
[ L
Learning and
Performance
- | »| development




The main question is: how to achieve
high work performance?

Job characteristics and (physical) work environment
_I_

Abilities and skills
+

The willingness to perform




Why do people work for an organization?

Intrinsic

Job Content Personal Needs
Impact on business Skill Development
Level of responsibility Career development
Meaningful work Quality of life
Security

S

Enwronmen’r o

qnqgemenf style )

ulture Q

Compensation

Base salary Benefits
Ince.n’rives (STI, !—T|) Traditional awards
Equity ownership Non-traditional awards

Extrinsic




What is the employment deal?

Employee

Expectation
Implicit Balance

Rewards
(Intrinsic / Extrinsic
Direct / Indirect)

Performance
Management

Implicit Balance
Expectation

Employer



Equity theory (Adams, 1963)

Assumptions:

People develop beliefs about what is a fair reward
for one’s job contribution - an exchange

People compare their exchanges with their
employer to exchanges with others-insiders and
outsiders called referents

If an employee believes his treatment is inequitable,
compared to others, he or she will be motivated to
do something about it -- that is, seek justice.



Equity theory (Adams, 1963)

]
/O, versus |/O,

S S

O = QOutcomes: the type and amount of
rewards received

| = Inputs: employee’s contribution to
employer

R = Referent: comparison person

S = Subject: the employee who is judging

the fairness of the exchange



Equity theory (Adams, 1963)

Case 1: Equity -- pay allocation is perceived to be
to be fair - motivation is sustained

Case 2: Inequity (Underpayment) -- Employee is
motivated to seek justice. Work motivation is
disrupted.

Case 3: Inequity (Overpayment) -- Could be
problem. Inefficient. In other cultures employees
lose face.



How we go to Performance

Do | have the resources, information, and
support one needs to perform well

how the achievement of goals and/or
feedback on their achievement reinforces
successful behaviour

how belief in one’s ability to carry out a
specific task will actuate behaviour which is
expected to achieve the successful
performance of that task



Types of Motivation

Intrinsic motivation — this is derived from the content of the job.

Extrinsic motivation — this is what is done to and for people to
motivate them.

Basic Concepts:

Needs theory }f)ﬂ'f'] Vﬂ;ﬁﬂﬂ
Goal theory - N g _

Reinforcement theory

Expectancy theory
Attribution theory
Self-efficacy




Impact of Reward Management

‘It is simply no longer possible to create a set of
rewards that is universally appealing to all employees or to
address a series of complex business issues through a single

set of solutions.’

‘Pay and formal reward policies are one of the most
tangible symbols of a company’s culture and employment
offering and are inextricably interwoven with them.
Therefore they are critical to demonstrating that the
employer is delivering on its side of the employment
bargain.’



Total Rewards approach

The total reward concept emphasizes the importance of

considering all aspects of reward as an integrated and
coherent whole. Each of the elements of total reward,
namely base pay, pay contingent on performance,
competence or contribution, employee benefits and non-
financial rewards, which include intrinsic rewards from
the employment environment and the work itself, are
linked together

‘Cash is a weak tactic in the overall reward strategy; it is
too easily replicated. Intrinsic reward is far more difficult
to emulate.’



Total Rewards approach

Business Strategy

Human Capital Strategy

Total Reward Strategy

Environment Based Reward

Intrinsic elements of
reward eg Opportunities,
working environment

Employment Deal

Effective delivery through focused communication, greater flexibility and use of technology

Total Reward is not a solution, it is a new
approach to managing and communicating reward




Hay Group engaged performance model

= Perception of the value of work

= Challenge/interest
m  Achievement

m Workload

® Freedom and autonomy

m Quality of work relationships

Competitive pay
Good benefits
Incentives for higher
performance
Ownership potential
Recognition awards
Fairness of reward

Tangible
rewards

Quality of
work

Leaming and development
beyond current job

Career advancement
opportunities

Performance improvement
and feedback

Future growth/
opportunity

Work/|ffe
balance

Supportive environment
Recognition of lifecycle
Needs/flexibility
Security of income
Social environment

Inspiration/
values

Enabling
environment

Physical environment
Tools and equipment

Job training (current position)

Information and processes
Safety/personal security

Quality of leadership
Organizational values and
behaviours

Reputation of organization
Risk sharing

Recognition
Communication




Components of Total Rewards

Financial Total

rewards and

— —
——

Transactional rewards

Non-financial
rewards —
those arising
from the
work itself
and the work
environment

to use and

Relational rewards

i

Total reward




Top Performers survey (SHRM) Ei
im

What do employees want (by age)?

]
2
Under
30s 3
4
5

Opportunities to learn new skills in current job

Flexible work schedules

Work at home

Tailoring jobs to match individuals' abilities and

interests

Opportunities for promotion



Top Performers survey (SHRM) = Ei
im
- 0] |

What do employees want (by age)?

1 Base pay above market average

2 Opportunities for promotion

30-50

yr olds 3 Tailoring jobs to match individuals' abilities and interests

4  Opportunities to learn new skills in current job

5  Flexible work schedules



Top Performers survey (SHRM) = Ei
im

What do employees want (by age)?

50+
yr olds

Tailoring jobs to match individuals' abilities and
interests

Opportunities for promotion
Retirement plans
Base pay above market average

Opportunities to learn new skills in current job



Top Performers survey (SHRM) = Ei
im

What do employees want (by age)?

1 Tailoring jobs to match individuals' abilities and interests

(89%)

2 Base pay above market average (89%)

All 3  Opportunities to learn new skills in current job (88%)

4  Opportunities for promotion (88%)

5 Flexible work schedules (84%)



Benefits of Total Rewards

Greater impact — the combined effect of transactional and relational
rewards will make a deeper and longer-lasting impact on the
motivation and commitment of people.

Enhancing the employment relationship — the employment relationship,
which makes the maximum use of relational as well as transactional
rewards

Increased engagement as part of the process — involving people in
their own reward package design gives them strong messages about
the organization and its values.

Flexibility to meet individual needs — relational rewards may bind
individuals more strongly to the organization

Winning the war for talent — relational rewards help to deliver a
positive psychological contract




Strategic Rewards Management

Where do we want our reward practices to be in a
few years time? (vision)

How do we intend to get there? (means)




Strategic Rewards Management

Strategic reward management is the process of
looking ahead at what an organization needs to do
about its reward policies and practices in the middle
or relatively distant future.

The foundation of strategic reward management is an
understanding of the needs of the organization and
its employees and how they can best be satisfied.



Aligning Strategies & Policies

Business Strategy

Organisational

SR Work Design Desired Culture HR Systems

Human Capital Strategy

EXTRINSIC INTRINSIC

Benefits Recognition Incentives mmg Communication Performance Work

Management Environment




Rewards Strategy

A set of guiding principles which align pay and all
forms of reward to business strategy in order to
attract and retain the right people and to motivate
desired behaviours and performance

E.G. We are employer of choice with below 2%
turnover = paying above the market



Rewards Strategy

You must have some idea where you are going, or how do
you know how to get there and how do you know that you
have arrived

Pay costs in most organizations are by far the largest item
of expense; so doesn’t it make sense to think about how they
should be managed

There can be a positive relationship between rewards, in the
broadest sense, and performance

Isn’t this a good reason for developing a reward strategic
framework that clearly indicates how reward processes will
be linked to other HR strategies and processes so that they
are coherent and mutually supportive?



Basic principles of Reward Strategy

Fairness

Equity

Consistency

Transparency

Reward strategy can too easily be unrealistic

All reward strategies are different just as all
organizations are different.



Transparency isn’t the goal. The goal is paying everyone
fairly, and transparency forces us to do that.

Reasons for not sharing salary ranges

O increase in pay

Talent professionals who don't share salary ranges with

candidates or employees cite the following reasons why tra nsparency co ntent
, shared on LinkedIn

Could create salary disputes O

T since 2014

Mota commaon practice
I, ;7

Lirnits negotiation

I : >

Interview would focus an pay

I 510/0

don't share,
unlikely to start

Benetfits of sharing salary ranges

Talent professionals who do share salary ranges with
employees or candidates cite the following benefits

Streamiines nagotiation
I, 5

Ensures fair pay

I o5
Filtars out those who'd dacline
I -

Allows intarview to focus on other things

I, 1%

don't share,
likely to start




Rewards policies

Level of rewards

Market pay and external competitiveness
Internal justice

Business and individual performance

Talent management (attraction and retention)
Flexibility

Employee involvement

Line managers’ role

Assimilation policies ( \ 74V
Contingent rewards \
Communication to employees |

Total rewards [ JL




Rewards policies (Examples)

Bonus payments are based on a specific
scheme

The long term incentives program is
consistent for all subsidiaries

To ensure individual development we
adopt a broadbanding approach by




What do we want from the Reward
Strategy?

Support and be derived from Business Strategy

Drive sustainable improvements in business
performance

Bring about and reinforce cultural and behavioural
change

Integrate with HR policy and practice
Keep the paybill under control!



Elements of Rewards

Analyzing and describing roles
Evaluating roles

Analyzing Market data
Designing salary structures

Contingent Pay — Pay Progression




How do we move on
from here?

Where do we start?




The structure & content of @
Reward strategy
- 000000/

Environment analysis:

O Macro-level: social, economical, demographic
O Industrial level

O Micro-level: competitors

Analysis of the ,jinner environment”: strategy, job
evaluation, financial conditions...

Individual analysis (Individual market worth, level of
skills or competence they possess, performance in the

job)

Gap-analysis

Broad-brush reward strategy
Specific reward initiatives



Ask Questions!

Devise a list of questions covering 3 main areas

: Y
Current Practice \.\ J7
— -~
Business drivers
Key issues to address —

which would allow you to gain a good
understanding of the current Reward Strategy and
act as a starting point for developing the new
strategic approach



Ask Questions - Current Practice
-

|dentify key characteristics of current system
What changes have taken place over time?

Where is pay direction set?

What philosophy (if any) was behind the
current system?



Ask questions — Business drivers

External Business drivers

0 Economic environment

0 Market trends

0 Tax and Legislative environment
0 Social trends

0 Workforce demographics

Internal Business drivers

0 Business strategy & operating
plans

0 Values & Culture

0 Organisation Life Cycle

0 Organisation structure

0 Technology

\ 4

\ 4

e Philosophy and principles
e Objectives
e Programs




External drivers
N eeee=—e\'»eee>x»!» s

Economic indicators (eg. rate of
projected growth of key markets)

Supply and demand for critical
skills

General trends in cash

compensation
Industry & ‘best practice’ trends

Projected tax reforms (eg.
accounting for share plans)

Tax advantaged components
(country specific)

Prevailing values and trends
General workforce demographics




Internal drivers:
Business Strategy & operating plans

What are our key financial & non-financial
performance indicators?

What are our growth objectives & measures?

Productivity & cost reduction goals

|dentify key guiding principles for the Reward
Strategy



Internal drivers
Values & Corporate Culture

4 High . - .- _ :
9 Caring/Paternalistic Integrative/Involving
Compliance Innovation
Cooperation Cooperation
7)) Policies Risk taking
3 Tenure Group performance
o
(118
() - .
r Apathetic Exacting/Demanding
8 Politicking Eﬂ’;:l:;czo
Perception ition
Q. Contact Individual performance
Job Position
Low High
>

Performance Focus



Internal drivers
Values & Corporate Culture

Long term
incentives

Short term
iIncentives

Benefits

% of total compensation

Traditional Modern Emerging



Internal drivers
Corporate Lifecycle

Growth
Development of systems
Diversification/International
Sales development emphasis
Focus on retention
Professional Management

Start Up
Few systems/no policies
Entrepreneurial
Cash is short
Return on investment strong focus
Creating vision

Decline
Divestment, outsourcing, alliances
reorganization

Maturity
Focus on core capabilities
Profit orientation (“cash cow”)
Cost focus (cut,cut,cut)
Restructuring
Innovation

Rejuvenation
Radical step change,
transformation leadership, cultural
issues, vision, mission

U U U




Internal drivers
Corporate Lifecycle

Long term
incentives

Short term
iIncentives

Benefits

Salary

% of total compensation

Start-up Growth Maturity



Internal drivers
Corporate Lifecycle

Compensation Strategy

Short term
incentives

Long term
incentives

Base Salary

Benefits

Maturity
Attract key people Recruit & develop Retain Cutback
Stock Bonus Cash Bonus Cash Bonus, Profit Unlikely
Sharing
Stock Options Stock Options Stock Purchase Unlikely

(broad participation)

(Itd participation)

Below market level

at market level

at or above market
level

at or below market
level

Below market level

Below market level

at or above market
level

at or below market
level




Internal drivers:

Organisation structure
- 000000/

Autonomy of business units
Centralized vs decentralized

Nature of work design (job vs people focus)



Key issues to address

Compensation Philosophy (P.M. connections,
differentials, types of benefits etc)

Compensation & Benefits strategy (pay level,
short and long term, pay mix)

Policies

Processes

Procedures

Total rewards or restricted rewards
Interwoven with HR strategy and policies

Compensation communication



Key issues to address (example)

Compensation Principle Objective Action Required
Relationship to Market The salary of most employees will be competitive | Agree comparator companies and  audit

Total Compensation will match the median (50th percentile)
of comparator companies relevant to the respective Business
Units in each market.

Grading Structure

The compensation and benefits for any position will reflect
the grading of the position against a common grading
structure. Employees with skills critical to ABC’s success
and which are in short supply will be eligible for skill
premium payments

Annual Pay Review

Each year an employee’s pay will be reviewed taking account
of market movement and his/her individual performance.
Pay for some employees will increase significantly ahead of
market, pay for most employees will keep up with market
movements and pay for some employees will fall below
market movement. The determinant of pay progression will
be a combination of the demonstration of desired behaviors
and individual goal achievement.

Variable Pay

All employees will be eligible for variable pay. Separate
sales and marketing incentive plans according to industry
specific market. Variable pay of all other employees will
depend on Business unit and individual performance.

Benefit Program

These will be common to all employees within a country
according to local market practice.

with the market

Ensure consistent relationship between job size
and pay within any country, once provision is
made for variation in comparators companies by
Business Unit

Skills in short supply are compensated
Build a performance culture to replace
entitlement-based culture.

“Pay for performance” in line with industry
practice.

Provide competitive level of benefits, while
reflecting internal equity.

current pay against salary market in each

country

Audit current pay levels in each Business Unit
within each country to determine consistency
between grading and pay.

Identify a process to agree skills in short
supply and a basis for payment

Increase the range of annual increases to
differentiate levels of performance.
Review performance management process to

ensure that both behaviours and goal
achievement are tracked
Develop training programs to reinforce

changes to pay and performance management
practices

Audit compensation structure. Review/ Design
variable / incentive plans to match industry
practice.

Audit benefits against market in each country.




Questions222222
L
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