Pay-for-Performance (P4P) Definition

Outcomes-Based Compensation
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Summary of Learning Objectives

Define organizational rewards

Distinguish between intrinsic and extrinsic

rewards

Aoyl Colua Yl

List several desirable preconditions for

implementing

a pay-for-performance program

Define job satisfaction and list its five major

components
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Summary of Learning Objectives
Aoyl Colua Yl

Summarize the satisfaction—performance

relationship
Define compensation, pay, incentives, and benefits
Explain the equity theory of motivation

Discuss internal, external, individual,

and organizational equity
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Chapter 1
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What is goal setting?
Tl WS g b

Goal setting guidelines

 Difficult goals are more likely to lead to higher

performance than are less difficult ones.

« Specific goals are more likely to lead to higher
performance than are no goals or vague or

general ones.
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What is goal setting?
FYE:RV1 [NV XYY W

Goal setting guidelines GBIyt lglas
» Goals are most likely to lead to higher el elol ) Glaadl 655 O zzpell (o @
performance when the people have the 54&5\5@”, 2y <olyadll el ey Lodie
abilities and the feeling of self-efficacy Lgana=) b gllaall A1)

required to accomplish them. L o
on el t - | A peadl Gluadl 5a53 O eyell e o
» Goals are most likely to motivate people . 5 o Lo ELE L. .

O L N YEN
toward higher performance when they are j&")j o5 o ull; " 1501 _SJL@
accepted and there is commitment to them. (42
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What is goal setting?
IE:RV1INVN XYY

Goal setting and MBO Calaadlly 8)lYls Colaadll o

 Management by objectives (MBO) is
a process of joint goal setting between CalaaYl Lasd ddes * (MBO) GlaaIb 8yl

a supervisor and a subordinate. . e
P ,u.u9§).<d\9 dfMAJ\UuASM\
 MBO is consistent with the goal
setting guidelines derived from the Locke Gl ass wlslsy] 2o (MBO) (38150

and Latham model. oy 213) #3ga5 e 5ukansl
« MBO establishes performance goals
consistent with higher level work unitand  Jeal 8u>9 ae dadlgiall <l Glual (MBO) susss

organizational objectives. Ao laisl] 31ualy LY Sginall o3
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SUPERVISOR

SUBORDINATE

What is goal setting?
PSRV INUNENIFY- N

Jointly establish
performance goals:

. Subordinate actively
participates in

developing
performance goals

Individually act:

Subordinate

— performs tasks while
supervisor coaches
and provides
support

.

Jointly evaluate
results and recycle
MBO process:

Subordinate actively
participates in
performance review

.
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\ Potential problems with MBO

. * Too much paperwork. in documenting goals
and accomplishments.
* Too much emphasis on:
o Goal-oriented rewards and punishments.
o Top-down goals.

o Goals that are easily stated in objective
terms.

o Individual goals instead of group goals.

401 | 4ol

What is goal setting?
FYE:RV1 [NV XYY W

MBO po dlazonell Sliuol!
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What is performance appraisal?

* Helps both the manager and subordinate
maintain the organization-job-employee

characteristics match.

* The process of systematically evaluating
performance and providing feedback upon

which performance adjustments can be made.
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What is performance appraisal?

Functions of performance appraisal

Define the specific job criteria against which

performance will be measured.
Measure past job performance accurately.

Justify rewards, thereby differentiating
between high and low performance.

Define ratee’s needed development

experiences.
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Two general purposes of good performance appraisal

« Evaluation.

Concerned with such issues as promotions,

transfers, terminations, and salary increases.
« Feedback and development.

Let workers know their status relative to firm’s

expectations and performance objectives.
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Who does the performance appraisal?
 Traditionally done by ratee’s immediate superior.

» People other than immediate superior may have
better information on certain aspects of ratee’s

performance.

« 360-degree evaluation provides appraisal

information from multiple perspectives.
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Employees Performance
abs gall ¢l

. Three general factors driving employees performance: :nadb gall slol 285 dale Jolge A8
. 1. Skills & ability to perform task dagall clol de 8yaally whlgall 1
E 2. Knowledge of facts, rules, principles and procedures  wlel,>Vlg solially delgally 35la=l ddyao .2
\ 3. Motivation to perform eI pa=lg el 3
\ Joc
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Principal determinants of job performance
b ol £l A I laasal!

Knowledge
& Skills Environment Work
V \ /Organization
Effort  —p =P Behavior
ﬁ q
(Motivation) Job Performance
Role Personality Available
resources
-Financial
-Technical
-Material
-Human
-Temporal
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Defining Organizational reward system
dadri)) L) QTN

e Organizational reward system

Concerned with selection of types of rewards to

be used by organization

* Organizational rewards

Rewards that result from employment the
organization; includes all types of rewards, both
intrinsic and extrinsic
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Defining Organizational reward system
dadri)) L) QTN

* Intrinsic rewards 2,0 g2l B! o
Internal to individual and are normally derived S5 Lanell o LgBlanal o Lo Baleg ‘-b—w &5‘3
from involvement in certain activities or tasks Agao plgo 9l Ao il 3
Examples: Job satisfaction and feelings SVl ogaidly (ool Loyl kil
of accomplishment

o duoy 5l B! e
e Extrinsic rewards ‘_,L& O J:”Lw K 0 L@-’d)j33 L@J\.Q -1l T
Directly controlled and distributed by organization OB o duadly AS| Y ZUNESIN)
and more tangible than intrinsic rewards § oy gl

Examples: Pay and hospitalization benefits slasdwdlg poull wlle) sdliel

aogalsl
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* The design and management of reward Geams ) L) dalail 8)lalg Eaoua LOUg
systems aims to bring about an alignment 5,a)lg dadaill RS 589!

of organizational and individual objectives S lobed] GBS dadasl 1S5 o FRNEINE

* Reward systems should therefore complement 3] dalaial]
other organizational policies. Jodlg cdlalid) (sgas Jledl e (Ao
for example: devolution of authority, 1Sl Azl ey ¢ £ o]

team working, and control strategy.

oW Jes] — dbgae Bgaxdl e

aogalsl

J-o<l
Ui

L ALY A AT Y



401 1 Fdol | rdol |

Intrinsic versus Extrinsic Rewards

Intrinsic Rewards

Achievement

Feelings of accomplishment
Informal recognition

Job satisfaction

Personal growth

Status

Extrinsic Rewards

Formal recognition

Fringe benefits

Incentive payments

Pay

Promotion

Social relationships
Physical work environment
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Selection of Rewards

L.)TQKA.”JLM}‘

Management must recognize what employees
perceive as meaningful rewards

Pay is usually the first, and sometimes the only,
reward most people think about

However, rewards should be viewed in the
larger perspective as anything employees value

May include things such as:
o Office location
o Allocation of certain pieces of equipment
o Assignment of preferred work tasks

o Informal recognition
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SeIectLon of Rewards
L.)LQKA.”JL&A}‘

Another false assumption is exemplified by fact that most alare O daa> S ey Alebls (ol e e
organizations offer same mix of rewards to all employees BTN FIRES Gt N[ zsell udd puas lalaiel

Studies show that many variables can influence employee Je A5 0l OSar Slaiall o Bl Ol bl el e

preferences for certain rewards. They include

oAge el
oSex e
oMarital status duclaaz)! A=)
oNumber of dependents ol slae

oYears of service dodzdl oy & g

For example, older employees are usually
much more concerned with pension and retirement
benefits than are younger employees
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Relating Rewards to Performance
L.)TQKAJL) s:‘.;))\ J./_z.:)

* Free enterprise system is based on the premise that S O s 5 o)l devceo bl allss das
rewards should depend on performance = w2y e JP\L_]:SH uljﬁj “‘Q" o "
e Sl O e

* Performance—reward relationship is desirable at ol : : T le elsN) G a3Vl e
Organizational or corporate level Syl e 4d g y0 ol BB ;j}\ U‘“ @?u\
. ) . 3 3 ”! On‘

Employees will be motivated when they believe such Sl i o votiin Lootie wals andl WA .
motivation will lead to desired rewards & Ol 09l Oralb gall o A

* Many formal rewards provided by organizations are " N ) = S
not related to performance YL Oladaiall lgedds (3l duows )l OB o ol o553 Y e

e These rewards are almost always determined by bgaanll DI 5o )85 Wy WIBWI oda i e *

organizational membership and seniority; they include Jeidg cduoddYlg douaaall
o Paid vacations de goull WY ©
o Insurance plans ngJ\ Lhs o
o Paid holidays
degdlall Jaall o
Arogalsl
J-ocl
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Preconditions for Implementing pay-for-Performance Program

oY) bl bl ol y Judist) ddsunall bog il

* Trust in management

syl § el

If employees are skeptical of management, it is Couall pad )Y (3 (SSade Ogabbgall OF 13

difficult to make a pay-for-performance program work
» Absence of performance constraints

Jobs must be structured so that an employee’s
performance is not hampered by factors beyond his
or her control
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Preconditions for Implementing pay-for-Performance Program

oY) bl bl ol y Judist) ddsunall bog il

* Trained supervisors and managers

Supervisors and managers must be trained
in setting and measuring performance
standards.

* Good measurement systems

Performance should be based on criteria
that are job specific and focus on results
achieved.

O30 092009 g8 b0 ©
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Preconditions for Implementing pay-for-Performance Program

oY) bl bl ol y Judist) ddsunall bog il

e Ability to pay

Merit portion of the salary increase budget must

be large enough to get the attention of employees.

 Clear distinction among cost of living, seniority,

and merit

In absence of strong evidence to the contrary,
employees will naturally assume a pay increase is a

cost-of- living or seniority increase.
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Preconditions for Implementing pay-for-Performance Program

A5 olie adl graliyy dadi) ddeenell bog i)

* Well-communicated total pay policy

Employees must have a clear understanding

of how merit pay fits into the total pay picture
* Flexible reward schedule

It is easier to establish a credible pay- for-
performance plan if all employees do not receive

pay adjustments on the same date
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Job Satisfaction and Rewards

GIELWIPRFAENIEPN

An employee’s general attitude toward the job

e Organizational reward system often has
a significant impact on level of employee

job satisfaction

* Manner in which extrinsic rewards are
dispersed can affect intrinsic rewards

(and satisfaction) of recipients

dagls ol ol Lals gall plall Cab gall
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Job Satisfaction and Rewards

GIELWIPRFAENIEPN

There are major components of job satisfaction: 1ol Loyl 3t S Sl
* Attitude toward the work group Joadl de gonn 0lxd CaBgall o
* General working conditions ol Jondl Cog,ls @
e Attitude toward the company aSadl ol Cadgall e
* Monetary benefits Ldasl asliall e
* Attitude toward management ByloY! cyo CaBgall o
 Employee’s state of mind about the work itself deais Jan)l Jg> Cabsgall dnd Ul> o
e Life in general ole i Sl o
* Health, age andly douall
* Level of aspiration, social status, and political s bz Vg Al A2l slaimdl gl moolall Sy @

and social activities
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The Satisfaction—Performance Controversy

bl el Loy Ju

It has been clearly established that job d b o)l Loyl Ol Zgub s o U8
satisfaction does have a positive impact on:
" " e @l 280
* Turnover At Olygy o
e Absenteeism sl e
V1[I
e Tardiness -
Qa\jpd\ .
* Accidents Szl e
* Grievances
Joc]
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The Satisfaction—Performance Controversy

bl sl Loy Jus

 Experience, gender, and performance can Juiize 30 elaYlg 8psd) 1650 Of Sy @
have a moderating effect on these relationships OBl oda Lo
* Organizations prefer satisfied employees simply . N L L
because they make the work environment ) U‘“’O\JJ‘ U&bﬁ"” - 5"’)\&"’"’" ’
more pleasant Ao ST Joadl &gy Jazs @Y dblunys
* Although a satisfied employee is not necessarily I Calsacdl o e ol JI
o) 2Ll abgall O e )]l Je 0

a high performer, there are numerous reasons

o Jodadl S (Jle soT13 89 )l
for cultivating employee satisfaction Sl UGBCQ e1o113 89 ~alL

udo}d\ Lo BJQJ’J uwa))\

NEJONEs/7CNE

aogalsl

J-o-<l

o Jes] — dbgaze Bgaxl paxr W

O
N



401 1 Fdol | rdol |

Determinants of Employee
Satisfaction and Dissatisfaction

eols)y pdeg (nab gall Loy iloase

Pay, benefits and fairness of
compensation

Job security

Balance of work life

Safety in work environment
Quality

Style and quality of
management

Working conditions

Perceived opportunities
elsewhere

Job satisfaction —
— or
Job dissatisfaction —

Commitment to
the organization

Turnover, absenteeism,

tardiness, accidents,
strikes, grievances,

sabotage
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Employee Compensation

cnilogall s

Compensation Olasgas

. , Oeabsgall lslan &)l da)ydl Kl aus
* All extrinsic rewards that employees receive 52E 5] JERSAS &=

in exchange for their work , c s ‘ NJA& ‘“‘JLM
_)_9\39- L§‘3 cwbﬂ 9\ stLwB’\ J:>-))\ % U}S'U

* Composed of base wage or salary, any Llse Ty @B s
incentives or bonuses, and any benefits sl edeludl =290 guldl Gl 52

o Base wage or salary: Hourly, weekly, or Ogabgall lalolas, ‘-9'” Dyeall 5l due g
monthly pay employees receive for their work PG'L“‘C e
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Employee Compensation

Orabgall Oliagas

Compensation

»

o Incentives: Rewards offered in addition @“L’f)" 5290 ) &LV dediedl BELI : 53lel o
to the base wage or salary and are usually

directly related to performance

o Benefits: Rewards employees receive

9\5}“9 Sjwtw Mjﬁ Qﬂ Lo 5.)LC—3 cL_,q\JJ\ 31
Aol SBEI e 050l gall oz L)l ©

a;a result oftheir.employment and.positioh SHEY 1 ie cdalaiell 3 ogiidbbss cgidsys

with the organization (Examples: Paid vacations, - ;

health insurance, and retirement plans) delaill alazg (suall (rolilly de 9ol
Pay 8
« Refers only to what actual employees receive Ogab gl lalaly (&)l Jaddl blaadl ) asd pin o

in exchange for work

Joadl Llaa
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Components of Employee

Compensation

Base Wage or Salary Incentives
Hourly wage Bonuses
Weekly, monthly, or annual salary Commissions
Overtime pay Profit sharing
Piece rate plans

Benefits

Paid vacation
Health insurance
Life insurance
Retirement pension
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What are compensation and rewards?

Pay as an extrinsic reward dmy s oL 2o
* Pay can help organizations attract and retain Olugall j2I allas aeli O Sy @
LlaisYlg ddladl haall (593 Jlas)l Gldis e
Il ;)’J?Jb ne>i9 ;L,'o)l Lg BJ.CW\j (g
eloVI o Al Glgiwal ) Sl o
* High levels of job performance must be viewed G280 M ye Shen (S I1 Ll LT de ads )l
as the path through which high pay can be &bjﬁ =
achieved.

highly capable workers, and help satisfy
and motivate these workers.
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What are compensation and rewards?

Pay as an extrinsic reward

* Merit pay bases an individual’s salary or wage

increase on the person’s performance.

* Merit pay should be based on realistic and accurate

measures of individual work performance.
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Compensation Policies
Olzgadh Aol wluleudly 75151

Policies must deal with following issues:

* Minimum and maximum levels of pay,
Taking into consideration

o Worth of job to organization
o Organization’s ability to pay
o Government regulations

o Union influences

o Market pressures

e General relationships among levels of pay
(e.g., between senior management
and operating management, operative
employees, and supervisors)

A1 Llad)l ae Olubed! Jolais OF o
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Compensation Policies
O lagatdl Aol luldly 71l

Policies must deal with following issues:

* Division of total compensation dollar (i.e., what
portion goes into base pay, incentive programs, and
benefits)

e Organizations must also make decisions concerning:

o How much money will go into pay increases for
the next year

o Who will recommend them
o How raises will generally be determined

* Another important decision concerns whether pay
information will be kept secret or made public

AW Llas)l ae Slwbad! Jolais OF Com
dl o sl sl Gl pogadl) Jlaz] oS @
Liselly 581521 zralg (geludl ,2))
:olao @b, 341 Lol wlalaiall de oo o
el g2l Wbl Jl cediw JWll e S 0
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2 @290 0 ©
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Pay Secrecy

Many organizations have a policy of not
disclosing pay-related information

o Information about pay system as well as

CaSl pde dubw Oladaiall e dydadl (gl
3L ddlaiall Wloglanll oy

individual pay received B3,a)) HexYI cldSy HezYl plas Jg> loglas G o
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Pay Secrecy

* Justification for pay secrecy

292N Lol

o To avoid any discontent that might result from e gall 48 e e iy U3 el L§T o=l 0

employees’ knowing what everybody else is

being paid

o Many employees, especially high achievers,
feel very strongly that their pay is nobody

else’s business
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Pay Secrecy

Drawbacks of pay secrecy 292 & Ligas

* Difficult for employees to determine 2 OB 3] Lo duasd (pabs gl (e Cosan

whether pay is related to performance and ; o
does not eliminate pay comparisons o9l Ohyliae (ab Vg Vb a5

 May cause employees to overestimate pay (L3l hozl 28> (8 Osally (nabgall Jam U3
of t-helr peers and underestimate pay of casd e s e Oslliny

their supervisors )
Loyl pde jeline (31535 O O

e Can create feelings of dissatisfaction )
Ot Ogab gl muay U8

* Employees may become suspicious
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Equity theory of motivation holds that

 Employees have a strong need to maintain
a balance between what they perceive as their

Pay Equity

2! 3 Al

inputs to their jobs and what they receive from

their jobs in the form of rewards

* Employees who perceive inequities will
take action to eliminate or reduce them

* Pay equity concerns whether employees

believe they are being fairly paid

oW Jes] — dbgae Bgaxdl e
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Pay Equity
2l (3 A1)l
Equity theory of motivation holds that

* For example: if an employee believes he or she is

underpaid, that employee will likely reduce

QU3 Jgi5 adall Blasyl dy s

A cpals gall as aaiel 13 :Jbadl Joww de

i Ly Of gyl s 48T 31y e o

expended effort by working more slowly, taking off — Sao Jead! M3 po J9duadl dgzdl cpo Cals gl

early, or being absent

bl 9l 58 6)@}5\ 9l cgl.bj

e Similarly, if an employee believes she or he A5y Calgy (o ] cabs gall adsel 13] ¢ Jialbg

is being overpaid, that employee is likely

to work harder or for longer hours
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Pay Equity
U RN

Several dimensions of equity to be considered
when looking at pay equity

* Internal equity: Addresses what an employee
is being paid for doing a job compared to what
other employees in the same organization
are being paid to do their jobs

e External equity: Addresses what employees
in other organizations are being paid for
performing similar jobs

Blaslg Ul slasl epe dudadl Blel o o

2l e § Hlaill ws

ola) Cabsgall aduy Lo gllay 1 AUl GlLasyl o
0955 O9as gall dxdoy Loy &5ylie daidss
pebons Ll dungoll s &

b gal) péuy Lo Wl 1l L)l e
las a5y 5oy (5,31 wlakaiall (3
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Pay Equity

2! 3 Al

Several dimensions of equity to be considered

when looking at pay equity

* Individual equity: Addresses issue of rewarding

individual contributions; is very closely related to

the pay-for-performance question

Blasly dldadl slal ope dodall Blelye o

:ﬂ’)"éjﬁ}géjbﬂ\m

Olad lucad) 3180 Aline gl 10,401 48|

* Organizational equity: Addresses how profits are

divided up within the organizations
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The Role of the Human Resource Manager in the Reward System
L) fUa.: Lg mjw.,d\ AJ\j,oJ\ﬁJA 099

Role of human resource manager in overall
organizational reward system is to assist in its design
and to administer the system

* Administering the system: Carries responsibility of
ensuring that system is fair to all employees and
that it is clearly communicated to all employees

e Ensuring that the system is fair places burden of
minimizing reward inequities and employee’s
perceptions of reward inequities squarely on the
human resources manager

duaulais! B! fUa.: L} Zgﬁd\ J)“&ojlﬁ&o 299

el Of oo ST dggame Jasey 1ol 8)l)
il gl puad sl dily ((nals gall puaz) Jale
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The Role of the Human Resource Manager in the Reward System
L) fUa.: Lg mjw.,d\ AJ\j,oJ\ﬁJA 099

 Little doubt exists that organizations need
to do a better job of explaining and
communicating their compensation system

to employees

* Many tools and techniques are available to
assist human resource managers in
designing and administering compensation

systems

Slabaial OF § el e Jalall s
EDls 7l Juasl Jony pliall ) dorlox
(b goll wlasgaill plas

Boke Lo leallg Ol9aYl e dodadl 45935
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Chapter 2
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Pay-for-Performance (P4P) Definition

Outcomes-Based Compensation
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335 @ A1 e A5l Slalandl @5 305039 guaad] 38152l plasil
5eaSUl o (Sae Hd ST sl gl

The use of incentives to encourage and reinforce the delivery of evidence-based

practices that promote better outcomes as efficiently as possible.
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Why P4P?

* Quality problems

e Escalating costs — business case for quality

* poor performance

e Unsatisfied Customer
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What is P4P?

TelaVl blas p2ll g0 Lo

Creative pay practices
« Skill-based pay

Rewards people for acquiring and
developing job-relevant skills.

* Gain-sharing plans

23l byl
Ohlgall de @S 21 .

Ohlgall pelaiy CluiSl e (el (385
Ak o) alaol

Give workers an opportunity to share in Y o (3 &S)Lael) duo o Jloa! !

productivity gains through increased
earnings.

* Profit-sharing plans

Reward employees based on the entire
organization’s performance

.be}’\ 8oLy UM (y0
L §oll <151 oleol Lo cpals g0l BlSG
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What is P4P?
TelaVl Llas p8ll g0 Lo

Creative pay practices Ul lylews
« Employee stock ownership plans (ESOPs) (ESOPS) ¢yl gall N-“’T 1Ske lalas o

Give company stock to employees or allow

them to purchase it at a price below market < @l 08) ol 9l (nabbgall S0l egend el
value 48 gudl L@l cyo JBT pae

* Lump-sum pay increases . ¢
P Pay ddlezyl yg=2DI 8oLy o
Provide wage or salary increase in one or

more lump-sum payments. ST 9l Buslg dads S 19yl o] BYESIRNES 8
* Flexible benefit plans &y0ll A5lgall Jalas o
Allow workers to select benefits according A S . )

to their individual need:s. ABA) pgilr iz oy Llell oy Jlaadl ol
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Forms of Reward
5laal JBLa]

Extrinsic/Intrinsic (zols-/ (=

 Reward management is not restricted to rewards and incentives, such as salaries, bonuses,
commission and profit sharing, which appeal to extrinsic motivation.

I unliiy D gondly OB Ll )l Jie ¢33lg=ly WBEWN e GBELI 81| yaras Y o
ol Bl s alls

* Itis also concerned with non-financial intrinsic rewards, which satisfy the employee’s psychological
needs for job variety and challenge, achievement, recognition, responsibility, opportunities to
acquire skills, career development and participation.
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Forms of Reward
5laal JBLa]

Positive/Negative s / gl
“Rewards and punishment are the basis of good government”. Proverb.
" o)) S el P el BRI
Positive: offering of a reward 88 (b,c dul)l
Negative: withholding a reward 8l x> :dudll
Are positive and negative rewards likely to have different motivational effects?

Tlalizes doynaod OLEE dladly Aol SBEL 055 O gall oo o
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Reward Systems have to Match Contingencies
)l ghall Y ae BRI dalasl gollais O Cax

Reward systems have to meet: BBl dabail o5 O oy
(1) management goals 51yl Calaal(1)
(2) employees’ goals onas gell C3lul(2)
(3) technology L o) 1S1(3)
(4) organization of work Jandl audais(4)
5) levels in the structure :
(5) Sl @ Sbgituns(5)
(6) control systems o
Sl dal2il(6)
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Employees’” Goals for Rewards
GBI o dadaiall Colua]

 Motivational potential
Needs:

o Maslow’s need hierarchy

o Hygiene factors and motivators
 Fairness (equity theory)

 External comparability

djass OUEK)
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Employees’ Goals for Rewards
BRI e dalaiadl Calua

Fitting the Individual to the Organization

Encourage suitable people to join
the organization and not quit

Increase dependability of employees’
behaviour

Secure the extra commitment that makes
the difference (but commitment to
what?)

Encourage flexible working

Foster innovation and contribution
to learning

Link pay levels to job levels

leie BT purey

b gall sl 485850 8213

AU (SJg ¢l uay S LY plUY (el
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pall Joall et
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Rewards: Content, Level andMProcess
ddostly (S ginally (S gizall LI

Content (Sgieall

* Extrinsic and intrinsic oy J=b

Level of rewards <K bgiue

« Adequacy, fairness, comparability &)l 4bB dlue S
e Market criteria Ggud! julas

e Equity ddldl dous]l

Process of rewarding &bl J>1y0

* Do rewards serve to align behaviour with performance objectives?

TeloVl Glaal e Holudl doclgo e BRI Jons o
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Equity Theory
ol d,153

outcomes to self/inputs by self = outcomes to others/inputs by others
— 5 satisfaction

o3 e /pysW @l = wldb il / ol ks

e La)
outcomes to self/inputs by self > outcomes to others/inputs by others

— guilt
O3 U e DAl /3l il < Il oy e edlsall / olddl ) gl
N all

outcomes to self/inputs by self < outcomes to others/inputs by others

— > anger
3 e ope coMs-aall /3D 45101 gsludl> Jd e codsall / ol e gl
i . vn
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Expectancy Theory

SR

Three key linkages:
1. Effort is seen to result in “performance” (E — P)

2. Performance is seen to lead to a rewarded

outcome (P — O)

3. The reward(s) offered are valued (V)

oW Jes] — dbgae Bgaxdl e
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Expectancy Theory
RS

Other influences on the process: {ddasdl de (5,31 @8
» people’s abilities and competencies 0gilslaSy (el colyus e
* role perceptions, including pressures from oy po bgaall U3 3 b Hodl Wlyguas o
co-workers "
gves]

e past experiences in similar situations
(perceived probability of being rewarded

for effort) (dgz)l e 8laKal 2yl JleamYl)
e perceptions of reward equity

dglidn adlge (§ dasludl )yl

GBI Bga> Olyguas @

aogalsl
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Rewarding Employees

el g0l 8o

Major strategic rewards decisions:
* What to pay employees?

* How to pay individual employees?
* What benefits to offer?

* How to construct employee

recognition programs?

- VOPRIU | - VP -390 P - ON [P
Conabbgall 2805 13k o

T3 cpals gall a3 (oS o
Tooydl Llgd Lo o
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What to pay?

FERNP
* Need to establish a pay structure

e Balance between:

o Internal equity: the value of the job

for the organization

o External equity :the external
competitiveness of an organization’s pay
relative to a pay elsewhere in its industry

(compared to the median)

oW Jes] — dbgae Bgaxdl e
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Components of Total Reward
Aozl 8laall b 9SG

Transactional
(tangible)

rewards

Relational
(intangible)

rewards

Base pay

Contingent pay

Employee benefits

Learning and development

The work experience

Recognition, achievement, growth

Total

remuneration

Non-financial

rewards

Total reward

gnye d.o&l—@a}w @5.;29:,” dro

aogalsl
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Components of a Total Reward System
Iz OB plas b gS

Wages, commissions, & short/long-term incentives

Compensation wbasgasll

Vacations, health insurance

Benefits <ol

Friendly workspace

Social interaction (sl Juolgill

Stable, consistent position & rewards

Security )yazw)!

Respect, prominence due to work

Status/recognition 4asl!

Opportunities to experience different things

Work variety Jlzxal £33
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Components of a Total Reward System
Iz OB plas b gS

Right amount of work (not too much nor too little)

Workload Jeall Jasus

Is work valued by society

Work importance Jea)!l sl

Ability to influence others; control own destiny

Authority/control/autonomy < l=duall

Chance to get ahead

Advancement jskasll

Receive information helping to improve performance

Feedback (i)l slu)

Hazard fre

Work conditions Je=J! &

Formal/informal training to learn new KSAs

Development opportunities yglaill 0,8

ol Josl — dbgame Gsdl apexr
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Does Compensation Motivate Behavior?

Tegldl pasgaill i Jo

Person Preferred reward Characteristics il 516K Lailas
Characteristics

Materialistic

Low self-
esteem

Risk takers

Risk averse

Individualists

Relatively more concerned about D92 Sy Lo Lalazal ST
pay level

Want large decentralized bolis 28Ul po 5,08 43510 Y dalais oy
organization with little pay for “ SV
performance

slaNI oled 51 (ye dujell ¢
Want more pay-based on S bl Je @dlll o zell Ok

performance

Want less performance-based pay TelaYl Golaod e J3T Calgy doy5 Jo

Want pay plans based on
individual performance, not group
performance

(53,001 el ol e sl balas o)
(fl.o».?!.” Y
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Effectiveness of Alternative Reward Plans
Aol LKW lalas das

Type of Plan Considered Effective

Log-term executive incentives
Annual bonus

Individual incentives
Employee stock ownership
Spot awards

Gain sharing

Lump-sum merit pay

Profit sharing

Suggestion box

High

High

High

High

Medium - High
Medium - High
Medium
Medium

Medium - Low

o Josl — dbgazme Goaxll puar
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The 4Ps of Reward
5ol bolas

* Pay

all
Salary, bonus, shares, etc. co
y, ’ ' éjl c(a.@_w)}\ 40\9&.&” CL_A)‘J.H
* Praise
Jo ©
Positive feedback, commendation, &
staff-of-the-year award, etc. Bl epladl (4 ge 8351 oLl cdplon] woladas
* Promotion dadog 4B, e
Status, career elevation, secondment, etc. @‘ @Lc}l\ ‘ '“I‘jj\ ;szz)}l\ Ul
* Punishment )
clac o
Disciplinary action, withholding pay, ) ; ) )
or criticism, etc. A8l 9l gzl L gl cduana il clel =)l
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Derivation of Total Reward

»
>

Job evaluation

\ 4

A 4

2
Grade &
pay st;ucture

S8 fgazmo (Blaial

Market rate
analysis

Business &
HR strategy

A\ 4

Reward
strategy

Contingent pay

A 4

A\ 4

\ 4

Employee
benefits

Total
Remuneration

A

\ 4

A\ 4

Allowances

Performance
management

A\ 4

Total Reward

A

\ 4

Non-financial
rewards
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Wage gaps

Wage gaps can occur in companies using

international benchmarking in job evaluation.

The cause is simple:

* The market of top managers is usually
international: they earn international wages,
or they leave the firm

e The market of workers with little or no
qualification is local in (nearly) every case: they
earn local wages.

* In less developed countries this can lead to
enormous wage gaps between the ,top” and
,bottom” employees.

BN ENEC IR FEV A AN IPES I RUPEN JUNER IR ON

Ul 0udis (§ ddgl
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Wage Components

)5.?;)’\ ubﬁip
Compensation components from least AV U 8y5kas JBYI (o yrasgasll 9
risky to most risky for employees: s gall 8y glas-
* Base pay ol =21 e

e Salary Increase Plans Ll Bob) akas e

o Across the board oul=ell ne 0

o Cost-of-living increase digaall 4285 8505 ©

o Merit pay Bl =1 o

o Lump-sum bonus de glado 888K ©
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Wage Components

BYESURG A

Compensation components from least SV UL Byglas J8YI e (sgaddl il 9Sa
risky to most risky for employees: il gall 3yglas
* Individual incentive S350 33l o
* Sharing Plans &)liadl lalas o

o Success-sharing plans ) Sl balas o

o Gain sharing &Sliedl S o

o Profit sharing CL.’JS” S)lie 0

o Risk sharing Sl eulds o

aogalsl
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Wage Components
BYESURG A

Base Pay ol 2
* The guaranteed portion of an

Cabs gall 5> des> po Ogauaall s3l o

employee’s wage package
* This is the secure portion of wages 057 oo oI 2l g2 e e

 Viewed as a fixed cost to the employer Jonl Coxlia) 38 3685 Wl e Lgd) Jlasy o

Arogalsl
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Wage Components

BYESURG A

Base Pay

e Can be lowered by employers in some countries (i.e.

US UK, Switzerland) based on company performance.

* Not possible in most EU countries without harsh

union negotiations.

e Could be lowered on a voluntary basis (e.g. HP).

oW Jes] — dbgae Bgaxdl e

oldl ;2

pan @ Jerdl CL)l 8 (o ez oSy o
Bciel] dSdaed| Baswiadl LY g1 o) 1!
ASadl elal e 2l (|wagans

39099 sl Jos elane (3 (Sanll (o a0
Auwld dolas wlbsglas 9o

aogalsl

y-o-<l



401 1 Fdol | rdol |

Wage Components
)5.?;)5\ S

Salary Increase Plans 1 5L dakas
* Across the board B)loYl judxo @
o Wage increase granted to all employees, b sall ez d>giaall H92I183L) o
regardless of performances Y e il ek
o Low risk even though at discretion of Joddl Colio puds e 08l e dnasin bl o

employer (COL) dananl 405 o
e Cost-of-living (COL) COL poylgd I 3l 5SJs edleT 3)s Lo s ©
ddall

o Same as above but based on local COL indexes

aogalsl
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Wage Components
vﬁ}?%Q‘L:JUEQ;A
il 8ok Jalas-
2 Blasin )lus e
3,8l el bl de Callaaby o

Salary Increase Plans

* Merit pay
o Salary increase based on individual performance

o Size of merit pool at discretion of employer

dc glaio 8BS o
* Lump-sum bon : ) . ..
ump-sum bonus L@.xﬁ.)(alg()ijj BSlaiw )”L..AS\JL}OJE}”UN.QJ O
o Same as merit pay increase but paid as a one- Sl 5,0)

time payment . . .
pay S giuns (fu S) @Uw\ oyl Jlslasy o

o Not added to the base salary (i.e base salary .
(S 090 (sl 550l

level stays untouched)

aogalsl
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Wage Components

BYESURG A

* Sign-in bonus

Lump-sum or installment bonuses designed
to attract new high performers to join a
company or take a new challenging
position within the organization

 Stay-on bonus

Lump-sum or installment bonuses designed
specifically to retain key employees during
and after a major restructuration (e.g.
Chapter 11 or after a merger & acquisition)
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Wage Components

)3-?8’\ Q\.Bﬁip
Individual Incentives

Are either:

* An add-on to a fixed base pay - lower risk

=> Base Salary plus Bonus = Total Cash (TC)

e Avariable portion of the overall pay - higher risk
but higher earning potential
=> Base Salary plus Incentive = Total Target Cash

(TTC)

oW Jes] — dbgae Bgaxdl e
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81 ,blse - coldl (el 231 1 dsls] o
(TC) dpaad) Jlaz] = (aigall w3y (uleadl L3I )I=>
el bl - ezl 2Vl o jite s3> @
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2l Jlaz) = 3009ol J) 23LaYL suludl Lol I=>
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Wage Components

BYESURG A

Measures of performance are objective (e.g. sales volume)

e :-/
Market value

Pay

00%)

-—
. Total Target Cash (TTC)

Base
Pay
(75%)

aogalsl
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Wage Components
BYESURG A

Sharing Plans Lol Jala:
e Success-sharing cedl &Slae o
o Tied to group performance dc gazeall £l Jadye O

o Not penalized for performance " . ) )
below standard Syndl 093 el Je Bl Y 0
* Gain sharing Cwola)l dS)lie
o Same as above but usually not £ ) . : ..
_ _ eV daiao Y dale (Sg codMel 3yg b o
based on financial performance of o ’ oS o
organization but on some cost index LS a5e o e )Sg dodaiad) L))
Joc!
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Wage Components
BYESURG A

Sharing Plans 38 Lol dakas
e Profit sharing ST
o Add-on linked to group performance s de 1 51b A,y e LdLSY! wy\ -

relative to exceeding some financial goals I GlasYl Jan b ]
* Risk sharing REERPURFI
’ f)aerggr?; I?zzgvcje ukiiuntgegzll? ;2ffsoifr?a nce b gall &dlan (Sw (SJg codlel yg Lo puid ©

years. However rewards is typically higher o . o s
than the other sharing plans &3 dlaall lalas e el GBI 055

o Employees absorb a “temporary” cut in o2 3T 85" (35 0gab5e) eSO
base pay oLl

aogalsl
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Components of Total Remuneration

L.?SJ\ ﬁi’\ ubji,o

* Base pay: Base pay is the fixed compensation ol pasgadl g el 121 1 guldl 231

paid to an employee for performing specific job B3amms Luidsg Ol g5ans 0515Y Cilbgoll F58al

responsibilities. It is typically paid as a salary,

. N . YLl s (@ gl cdeldl LIS dads i b Bole
hourly (or in some situations piece rate). = TSI ? 3LS (=
There is a tendency towards market orientation 09919 Bgudl d=g5 g Juo Hlid - dalad)l a0

and the increasing role of qualifications.
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Components of Total Re

muneration

L.?SJ\ ﬁi’\ ubji,o

* Contingent pay: Individual contingent pay
relates financial rewards to the individual
performance, organisation or team
performance, competence, service,

contribution or skill of individual employees.

Ja_:).a L“SAJ_&J\ L;Lo,oy\).;)j\ :‘LSJUQﬁJ.?S” °
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Components of Total Remuneration

L.?SJ\ ﬁi’\ ubji,o

* Consolidated pay: built into the base pay

 Variable pay: provided in the form of cash

bonuses (increasing role nowadays).

* Employee benefits: Elements of remuneration

given in addition to the various forms of cash

pay.

oIl 291§ oo tdgall 21 e
(2l el (8 e )93)
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Contingent pay
‘LSJLELJ\JDS,\

Individual contingent pay is a good motivator
(but to what extent?) for those who receive it.

It attracts and retains better workers.

It makes labour related expenditures more
flexible.

It can demotivate those who don’t receive it
(depends on performance measurement)

Can act against quality and teamwork.
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Types of individual contingency pays

Performance-related: increases basic pay or Sl gl e ledl 231 BL) 16l Ao ol
bonuses related to assessment of performance i

, 1Y) oty dalaioll
Competence-related: Pay increases related to
the level of competence BelaSJl (S giunn (3la5 H92Y1 (3 ol 18:laSIL dalanal|
Contribution-related: pay is related both to Mol 0 JSo @31 by dealuell e 13
inputs and outputs Slosally

Skill-based: pay is related to acquisition of skills

hlgall GLuiSL 3lass lsyell :ollgall Je @58l

Service-related: pay is related to service-time
dousl C3gy aidye xall dasl
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Team based pay
Gl de @3l =Y

* Pay is related to team performance Boyd) sl ladye (21 e

* |t can encourages teamwork, loyalty

O9laidlg Y gllg L;—LQJ\ gres) e ol ui'“ .

and co-operation

* |t can be demotivating on individual level S0l Sgall o Uamo 0550 O S

(encourages social loafing) (sloiz)l i Ul asio)
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Main types of Employee benefits
s goll OB lasiw) duws))l ﬁ\ﬁﬂ\

Pension schemes

Personal (and family) security: different

types of insurances.

INFHERS:

dalizall yold] £l - (Bladly gasad! Y

cd)LmJ\ s'-\J—w oo cuoj‘).a.\\ CUJLQJ\ dJe Lol

Financial assistance: loans, house purchase

schemes, discount on company services.

Personal needs: holidays, child care,

recreation facilities, career breaks.
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Main types of Employee benefits
s goll OB lasiw) duws))l ﬁ\ﬁﬂ\

Company cars and petrol

Intangible benefits: quality of working life.

Other benefits: mobile phones, notebooks. S 9uaSd) 8419 dgamall CaSlggll 15y Ll

A \
Cafeteria systems: the employee can o]
allocate a given sum among many available Cl“’ LS ol gall 05““ SHIPIVELNEUNEY
benefits ALl blsadl cpe odadl o (re (e
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Definition of The Psychological
Contract Framework

ol Laall U] Cayas

“The perceptions of both parties to the employment relationship, organization and

individual, of the reciprocal promises and obligations implied in that relationship”
AN el Lgade (S9lass (I dolaadl Ol IVIg 3909l 5,8119 eudaisdly ¢ Joadl A3Ma) (18, dall MS ol guad

The state of the psychological contract is concerned with whether the promises and

obligations have been met, whether they are fair and their implications for trust.
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Definition of The Psychological
Contract Framework

The Good Employer
&
The High Quality
Workplace

Satisfied

And
Productive Workers

aogalsl

|
i o] = ogina (yinll g d“'ﬁ'

AL A S Tl



oW Jes] — dbgae Bgaxdl e

asolalsl

U_ se £
U Jooo
e = A ACACE MY



