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My question to you...

Why isn’t all pay considered
incentive pay?
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What is an incentive?

“It's impossible to create a process- and
customer-centered organization if people are
measured and rewarded in traditional ways.
They must be paid for results. And not principally
individual performance.”

Michael Hammer
author, “Beyond Reengineering”

What is an incentive?

“Reward systems fail to take into account
important factors like the drive for self-control.”

Martin Ford

Stanford psychologist and
author, “Motivating Humans”




What is an incentive?

“Getting people to chase money produces
nothing except people chasing money.”

Phillip Slater
author, “Wealth Addiction”

What is an incentive?

“When rewards focus on a task —people do
what's necessary to get the reward. You're
better off providing unexpected recognition for
accomplishments.”

Dr. Tom McDonald

Consultant




What is an incentive?

“Do this and you’ll get that — it is not much
different than ‘Do this or here’s what you’ll get.’
Rewards, like punishment, are extremely
effective at providing temporary compliance.
They are strikingly ineffective at providing lasting
change in attitudes or behaviors. The key is to
get people to like their jobs.”

Alfie Kohn

author, “The Trouble with Gold Stars,
Incentive Plans, A’s, Praise, and
Other Bribes”

What is incentive pay?

or

What makes certain kinds
of pay an incentive?




Essential Elements of Incentive Pay

The five C’s
1. Commitment
o from senior management

o from team leaders
...not the next “program of the moment”

Essential Elements of Incentive Pay

2. Clarity
» clear understanding — if employees cannot
describe how it works, it isn’t a real incentive
« clear alignment with what company says it must
do to succeed (business plan)...not another
“say one thing — do another” program
» “customer satisfaction is our most important
goal” — but pay is based on productivity
+ “team work is our future” — but incentives are
based on individual performance




Essential Elements of Incentive Pay
3. Confidence — among employees
o belief they can hit the target
e trust in management
o intellectual respect (is management clueless?)

+ Incentives for only one aspect of
multifaceted work process

+ incentives used to lead rather than
leadership

Essential Elements of Incentive Pay

4. Control — among employees

o belief that what they can do will make a
difference

» the actions required are in their “line of sight”




Essential Elements of Incentive Pay

5. Change

o understanding that “re-aimable targets” are
essential — because of changing customers’
expectations and competitors’ activities

o belief that success comes to companies
quickest to react — or anticipate — how to
effectively deliver valued services and
products

e awareness that payouts must be re-earned —
not added to future base pay

Incentive Pay: Is it really?

o Management-directed — true incentives?
» profit sharing
+ stock options
+ annual merit pay
o Employee-influenced
» results sharing
small group incentives

+ spot bonus for teams demonstrating company
values

TQM rewards
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How to implement a

successful broad-based

Incentive Pay program




How to implement Incentive Pay

o Develop a clear statement of your overall pay
approach

+ how it supports organization’s mission

+ get top management’s support (or don’t
implement it)

» Involve employees in implementing, operating,
communicating, and improving the approach
(how else can it have employee commitment?)

How to implement Incentive Pay
o Develop realistic expectations and objectives
» start simple — add sophistication later

«+ find out what employees believe are
valuable awards

+ teach employees that perceptions are
valuable measures — customer satisfaction
and stock market performance are largely
perception-based




How to implement Incentive Pay

o Convince supervisors that incentive pay.
communication is a key part of their job

+ provide communication tools (handouts,
desktop flipcharts, individual printouts, etc.)

«» train them to explain the new incentive plan
— and base salary

s Measure supervisors’ communication
effectiveness

How to implement Incentive Pay
« Conduct announcement meetings led by senior
executive (in person or on tape)
+ explain “big picture”
+ What's the challenge/problem

+ how new incentive addresses the challenge
and supports organization's mission

+ how new incentive will benefit customers,
employees, and the organization

+ what role employees will play

+ how incentive will be implemented, results
measured, and awards made




How to implement Incentive Pay

o Tell employees the company understands how
important pay is — put in print:

“It Is a mistake to pay too little — good
people leave, morale goes down.”

How to implement Incentive Pay

o Provide training in how to meet targets
» field test with limited group (TQM step)
+ iImplement revised approach
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How to implement Incentive Pay

Issue frequent reports

Meet frequently to discuss successes and
obstacles

Celebrate accomplishments — team leaders

describe results and awards
Monitor the plan to

+ redefine success based on changing
customer and business needs

+ encourage team problem-solving activities
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Incentive Pay

Implementation
Checklist




Implementation checklist

ElLead with leadership — not communication —
keep leaders highly visible

=/Keep communicating why the company is
introducing the new approach

iherBackaground/Business Case Dilemma

Some employeeswilllanelfisias BiS: Bui
Withoutthe wWhy: they say,  Yourneveriellfus
tiierreasens—— dontyou thinkiwe care; or are
siar eneughiio undersiand?

Implementation checklist
E/Get personal — answer “what’s in it for me?”

ElAvoid using slogans, buttons, T-shirts or free
caps as part of the introduction

+ pay is too important for silly stuff

+ wait to celebrate success

E/Don’t overlook the power of employee
recognition — often as important as cash




Implementation checklist

E/Don’t set arbitrary limits on communication —
“They won'’t read more than one page.”

«+ limit complexity of plan
+ INncrease motivation — essential to learning
+ provide all the education it takes to
understand the plan
ElSummarize on one page:
+ key messages
+ plan’s design
+ benefit to employees, customers, company

Implementation checklist

El/Keep jargon out — call things what they are

+ Not “gainsharing” if it’s “risk-sharing”

+ nNot “mid-point” if it's market value or full job
value (mid-point — “you’re only halfway”)

+ nNot “broadbanding” if it's jolb expansion or
title reduction — call it “customer-focused
pay” or “people-focused ranges”

[r)]on’t GIVE employee awards — they EARN
them




Implementation checklist

ElAvoid the word “change” — talk about growth,
progress, refocused objectives, pursuit of
customer satisfaction

ElUse line managers and others who are viewed
as credible to help communicate

E/Don’t call the new approach a “program” —
fuels “program of the moment” cynicism

Implementation checklist
E/Don’t communicate too much detail too soon
— highlight
+ development effort
+ background

+ process for getting information to
employees (what will happen when)

+ assurance no related question will go
unanswered

E/Explain — do not sell




Implementation checklist

E/Don’t us a box as a graphic for a job
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Implementation checklist
E/Don’t flunk the employees’ perception test

+ how can a major initiative be designed and
ready to go a few days after first
mentioned?

+ how can two focus groups or a small
sample of employees for a survey give
reliable input?

o If Iit's Iimportant, meetings would be
conducted — big boss would be there




Implementation checklist

§|Work with' a communication pro who asks:
“What do we want employees to know and be
able to do...What are the obstacles...How will
we know when the messages got through?”

ElTreat employees with dignity — as team
members or adult family members — not as
‘customers”

Implementation checklist

E/Don’t leave the impression that different
groups get different messages — use the
same slides and handouts — put key
messages in writing

E/Don’t imply that employees must ask to get
answers — no Q&A flyers, no “800” numbers,
no one-on-one E-mails

E/Don't conduct mass meetings for sensitive
issues — like pay




Implementation checklist
— employee involvement —

E/Don’t hide what employees say — if you
involve employees in design teams, surveys,
focus groups, be sure to report back what they
say (or don’t involve them)

EDon’t ask about “satisfaction” — are you
“satisfied with your pay?” Implies you intend
to satisfy employees — cannot be done even
with professional athletes

Implementation checklist
— follow-up and reinforcement —

E/Don’t assume employees received messages
you sent — ask them what you said (don’t ask
“do you know” questions — ask, “how does
the new pay approach work?”)




Implementation checklist
— follow-up and reinforcement —

g/Keep communicating after the introduction

+ reinforce messages — what’s in it for you,
the company, and customers

+ Celebrate victories

+ publicize people “doing it right”

» provide feedback — soon and simple
message boards showing production facts
kiosks providing statistical info
interactive telephone offering info
intranet “success page”
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