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Types of reward systems

People-centric
Money-centric
Business-centric
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1. People-centric

Employment Reward System

Widespread in the Public and Not-for-profit Sectors
AND
reasonably widespread in the Private Sector
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1. People-centric

Employment Reward system

What do

we pay
individuals
aready [PIR]?

What isthe
market rate
for each role?

Beginning of

How well has
each person
performed?

Across-the-board
increase decision

How much will
this cost in
What should we total?
pay each Gap: $$in
person now budget VS.
[PIR]? total cost

pay reviews

We are already
committed to the
expenditure -
before we even ask
If we can afford it!!!

Have we got/can
we get, the money
needed to meet the
total?

End of pay

>

reviews

trategicpAay*

VALUING PERFORMANCE



What do
we pay

People-centric &
Employment
Reward System

How well has

ooooooooo

People first system

Works in ‘good’ times
Staff expectations are met
Strong link to the market

00070

Money second system

Problems if money not available

Creates “Entitelitus” culture

No link to business outcomes

Can “fall-over” in bad economic climates
Leaves no ‘wriggle room’ for the business
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2. Money-centric

Employment Reward System

Reasonably widespread in the Private Sector
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2. Money-centric

Employment Reward system

Maybe some on
the basis of how
well each person/the
Company/the team

has performed. _
How much How are we Usually line
going to managers “divvy
it up” according to
AllleeEE some criteria

money

we have? ) Maybe some on
do we have this money? T rtia ol

cost-of-living or
market movement
adjustment

Beginning of >End of pay
pay reviews reviews
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[ ]
the basis of how
well each person/the
] Company/the team
eeeeeeeeeeee )
fo) uc How are we
going to

Usually line
managers “divvy
on st it up” according to
some criteria
I Illploylllent o0 we have? this money? SN  Maybesomeon
the basis of a
cost-of-living or
market movement
Reward Systel n

[o Money first system
o> Works in ‘good’ and ‘bad’ times
o Costs are controlled

o Flexible link to the market

o Minimises “Entitelitus” culture

People second system

Problems with ‘fairness’ perceptions

ndividual expectations may not be met

vy Only ‘indirect’ link to business outcomes (cost)
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3. Business-centric

Employment Reward System

Rare in any Sector!
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3. Business-centric p—

who we

Employment Reward system CANNOT lose

High performing
: personnel who we

What WIIL SHOULDN'T lose
position us best

the future? Business asusual

How much . personnel who we
) Prioritisation
What is really money probably need

key for this org do we have?
right now? '

decisions

Staff we will

How do we need in the future
get the best

value for every
$1 spent?

Other categories
appropriate for
thisbusiness NOW

Beginning of End of pay
pay reviews >reviews

Beginswith Quantifiesthe RELEILLTE e
: ) drive prioritisation
the “Business” available money R
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Business-centrice
Employment
Reward System

reviews

o Business strategy first system

o Very direct link to business outcomes
o Prioritisation process

o> Works in ‘good’ and ‘bad’ times

o Costs are very carefully controlled

o Very flexible link to the market
Almost] eliminates “Entitelitus” culture

Problems with ‘fairness’ perceptions
ndividual expectations may not be met

T
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Across-the-board pay
INCreases

What i1s wrong with them?
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Regardless of which employment
reward system IS In use

Yy The market does not work like that
yUnderpays the most valuable jobs
tr:;‘;;z;“f,?g;;, y Overpays the least valuable jobs

y Creates distortion you have to fix later

0% across-the-board is no different, it has all the same negatives

strategicpPAy*
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L ook at your traditional surveys
What are they telling you?

/ 2009 o U

The survey data . .

Many of the pay a y de Vg = ’ ..
e mes from her — ~-

decisions that are comes from here ] AN -

in the data were reviews )f =

made way back here

M arch ? month
What was 2009 2009 3

the economy | |
doing way B T TR
back here?
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General Market | Median | Fixed Remuneration

Data by job size Data by group movement Difference
% $03/08 to Size vs
SP10 Size $ 03/08 $ 03/09 $ increase % increase Size range movement 03/09 by % $ increase Range%

200 $ 35,000 $ 35,800 $ 800 2.29% <400 21% $ 35735 735 $ 65
300 $ 51,200 $ 52,050 $ 850 1.66% <400 21% $ 52,275 1,075 -$ 225
400 $ 67,500 $ 69,050 1,550 2.30% 400 - 800 24% $ 69,120 1,620 -$ 70
500 $ 88,800 $ 91,000 2,200 2.48% 400 - 800 24% $ 90,931 2,131 $ 69
600 $110,200 $113,250 3,050 2.771% 400 - 800 24%  $112,845 2,645 $ 405
700 $133,950 $137,400 3,450 2.58% 400 - 800 24%  $137,165 3,215 $ 235
800 $157,700 $161,600 3,900 2.47% 400 - 800 24%  $161,485 3,785 $ 115
900 $182,200 $187,200 5,000 2.74% 800 - 1200 3.8%  $189,124 6,924 -$ 1,924

1000 $206,750 $212,900 6,150 2.97% 800 - 1200 3.8%  $214,607 7,857 -$ 1,707
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y Across-the-board movements (even at 0%) will be
wrong

vy Using wide-range-percentages is also a distortion

o What the survey says for a particular size is what is
actually being paid

o If your role is paid less, you are catching up, not
pushing forward

vy If you do not move the rate for a role, you will
eventually have to fix the distortion that you just
created!

@ Fixing it may involve changing your policy (e.g. to
“Median — x%") or changing your system (to money or
business-centric)

strategicpPAy*
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The ‘Lag’
problem:

Are you not projecting the past into the future?

Which If you take
cOMe the rates

from pay
decisions reported

made here

Is it appropriate to use these rates?
Especially in a recession?

Many of the pay The oy dﬁta Pay If you make a decision to
decisionsthat are comesrom here : ay 0% or something else
in the data were Freviews pay g

different to the market, you
are making a PRAGMATIC

made way back here

decision. Such decisions
July March ?month have consequences, make

e.g.
9- 2008 2009 2009 them knowing that!
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The ‘Lag’ Lets just assume that your policy is to pay at the
problem: “Median of the Fixed Remuneration of the General Market”
— using the figures from the earlier slide:

Last year you
adjusted your
staff pay to

The new survey
says that those
roles of those
sizes are now
being paid:

the FR(M)
General Market
SO -

Past ((

Future

200 $35,000 200 $35,800 (-$800) - -
400 $67,500 400 $69,050 (-$1,550) R el de“berately C.leCIded
600 $110,200 600 $113,250 (-$3,050) to change your policy?
[this is still what you You are now already
are paying your staff now] paying less than others

If not —too bad — you have

in the market for exactly
the same roles

strategicpay*
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This is the effect of
$210,000 your policy — all your
roles are behind the
it market in the first
year of its

pentation

5

How are you going to recruit and
A retain key staff with this practice
continuing for many years?

You have decided to ‘lag the market’

S whether that was your intention or not!

590,000

H [Market 03/09
570,000

B Your Company 03/09
- . . .
530,000 -

200 300 400 500 600 700 800 900 1000
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How would you implement a
Business-centric

Employment Reward System
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I .
Stepped approach

Too difficult to go direct from people-centric model
to business-centric model

Business

Money-centrje

peiformed
How much
money

Maybe some on
the basis of a
cost-ofiving or
market movement
adjustment

Beginning o! > End of pay

pay reviews reviews

What do

we pay
individuas SE How much will
dready [PIR]? o this costin
total?
Gap: $$in
budget \s.
Whet isthe total cost
market 1.
foree.irole?

- 7 e

L
pay reviews reviews
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how business
succeeds

how rewards how jobs are

are managed defined
FAIR CONSISTENT

AFFORDABLE\ AANSPARENT
how - :
Valuing how jobs are

erformance is | —_— :
P performance sized

rewarded
DYNAMIC

OBJECTIVE

EASY TO USE SUSTAINABLE

how
performance
IS measured

how jobs are
priced

how jobs are
paid

strategicpPAy*

© Strategic Pay Limited 2009 22 VALUING PERFORMANCE



Your Employment

Reward Philosophy
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FAIR CONSISTENT

AFFORDABLE TRANSPARENT

OBJECTIVE DYNAMIC

EASY TO USE SUSTAINABLE
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how business
succeeds

how rewards how jobs are
are managed defined

how These are about

performance is the business
rewarded

how jobs are
sized

how
performance
is measured

how jobs are
priced

how jobs are paid
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how business
succeeds

how rewards
are mapaned

These are about
jobs

how
performance is
rewarded

how
performance
is measured

how jobs are paid

© Strategic Pay Limited 2009 26

how jobs are
defined

how jobs are
sized

how jobs are
priced
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how business
succeeds

how rewards how jobs are
are managed defined

These are about

T people

performance is
rewarded

how jobs are
sized

how
performance
IS measured

how jobs are
priced

how jobs are paid
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Short term
strategy

Direction
Leadership

Long term
strategy how business
succeeds

Engaged
employees

strategicpPAy*
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B Role clarity

how business Alignment
succeeds with strategy

how jobs are
defined

Job Job
analysis description

The link here needs to
be very close alignment

between the needs of the
business and your job
designs

strategicpPAy*
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The link here needs to
be what will best suit the
business — does fine

definition matter? Or will
more general sizing be
good enough

how business
succeeds

how jobs are
defined

Job match:
job codes

how jobs are

sized

Indicative Broad banding:
job profiles BAND-IT®

Internal Equity

strategicpPAy*
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how business
succeeds

how jobs are
defined

how jobs are

The link here needs to sized

be between the most

Job evaluatid Job match
based surveg based surveys

useful market alignment
to help drive towards
your business success

how jobs are
priced

Content: Market sector:
base/fixed/total Priv/Pub/General

Quartile:
LQ/Median/UQ

SRR - giceay *
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The link here needs to
take into account the
best way to utilise reward

as a means of
incentivising
performance that will

how business
succeeds

how jobs are
defined

how jobs are
sized

Fixed/ Cash/ how jobs are
variable mix benefits mix priced

how jobs

are paid .
Banding model/ Pay pO“Cy
individual jobs Range spread

strategicpay®
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how business
succeeds

how jobs are
defined

how jobs are

The link here needs to
be as direct as it can be
between business
success and the
performance performance measures

is measured that will achieve it

Feedback Link to how jobs are
focus development paid

Focus on

success strategicpAY®
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Performance Zones

Special considerations:
«Job enhancement
*Job enlargement
*Career advancement

120%

Employee is not
being tested in
this role

Exceptional Performance

15%
Performance and development

plans to maintain employee’s

Adding Value performance
performance

Normal Successful Performance 98%-102% Full effective & competent performer

range

Performance and development
plans to move employee up in
competence & effectiveness

On Track or
Needs Development

On Track or Special considerations:

*Close supervision
*Mentoring
Employee does .CoaChmg

not have sufficient *Strict development plan
ability to do this role

Unsatisfactory Performance

strategicpPAy*
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Salary
budgeting

Employee

communication how business

succeeds

how rewards

are

Monitoring,
Audit, RemWOF

how
performance is
rewarded

performance
Is measured

managed

RemWise®

HR added value

how

how jobs are
paid

how jobs are
defined

The link here needs to
involve efficiency. How
efficient can the reward
system administration
be? Effective use of
resources.

how jobs are
priced
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how business
succeeds

how rewards how jobs are

are managed defined
FAIR CONSISTENT

AFFORDABLE\ A‘\NSPARENT

Your Employment how jobs are
Reward Philosophy sized

\DYNAMIC

EASY TO USE SUSTAINABLE

how
ERERIT €

rewarded OBJECTIVE

how
performance
IS measured

how jobs are
priced

how jobs are
paid
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