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My guestion 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
from senior management

from team leaders

...nhot 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
belief they can hit the target
trust in management
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

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

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

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

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

Incentive Pay: Is it really?

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

spot bonus for teams demonstrating company
values

TOM rewards




to PEOPLE PAY...pay pased or the value
Or Your tea 1 — orovide custormers

The nignly cleer ecl CJL lties amd restrictions
found in job descriptions are going aweay —
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speed re-endineering
Utting
Ustorner satisfaction
weldling value

—

0Si-C
ernpowerrnernt S0
cjuality

o Q C’

Ltnese don't support *just doing rmy jon.”




The PEOPLE PAY approaches

tearn awards — for a grouo attaining its goals
srill-based — for specific skills you possess
Job-based — for tasks you can perforrn

knowledge-pased — for what /ou Know
cormnpetency-based — for applying knowledge

oroad-vanding — snift frorn internzl (joos,
titles, and ranges) to external (custormers,
value, and quality)

@

rFlow to implerment a
successful oroad-based

Incentive Pay prograrm




rlow to implement Incentive Pay

.

Develop a clear staternent of your overall pay

approach

g8

nowy it SUPPOrts OchLf]Mc_EJOH missior

get top meanagerment's support (or don't
irmplernent it)

Involve employees in irmplermernting, operating,
cornrnunicating, and irmproving the agprozch
(how else can it nave ermployee cormnrritrment?)

rlow to implement Incentive Pay
Develop realistic expectations arnd objectives
start sirmple — add sopnistication later

find ou It whet employees believe are
valuaple awards




rlow to implement Incentive Pay

Convirice supervisors that incentive pay
cornrnunication is a key part of their job

orovide cornrnunication tools (handouts,
deskiop flipcnarts, individual printouts, etc.)

train thern to explain the new incentve plan
— and pase salary

measure sugervisors’ comrnunication

rlow to implement Incentive Pay

Q

onduct announcearnent m eeungs led by senior
secutive (in person or on tape

explain “pig picture”
whnat's the challenge/problern

)
rnow new ircentve ac dresses |
and supports organization® r

rnow new incentve will benefit custorners,
ernployees, and the organization

whet role ernployees will play

now incentive will pe implernented, resul
measured, and aweards fﬂcldd
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rlow to implement Inc e Pay
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Tell employees tne cormpany understancds now
irnportant pay is — put in print:

“Itis 2 misteace to pay too little — good
ozople lzave, morale goes down.”

rlow to implement Incentive Pay

Provicle training in now to meet targets
fizld test witn lirnited group (TOWM step)

implement revised approach

@IiER Ve oekedNESSAUE:
AN EenvanRyeUNereamNewareds!s

ANedielpyeurEwellNeacheuraved
KEEPNYOUNRIGHTIECAVAETNGUNVINSO
COES therCompany:”




How to imnplernent Incentive Pay

Celeprate accornplisnrments — tearn leaders
clescrine resulza aricl awerds

Tneintroduction of
Incentive Pay

needs a *spark!”




What's the *spark”

Lezacdersnip
(nurnezn cdesire to be on a successiul ‘team)
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What's the *spark”

The correct degree of ermparrassment

(nurnzn desire to avoid negative situations)

oublish the custorner satisfaction reports

the co m, iy /

ouild tearn environment — help each other
win togetner




I'ne need for self-esteern
(nurnan desire petter Known as
sendac ner SJchl_J zed 2y

“what's in er rr

orovide e

5y0)

olanation of

orurn for acknowledging

clccomoJJJererJ i and publicizing rewards

grant visible and appreciated rewards

Incentive Pay

Implernentation
Cnecklist




Implermnentation checklist

Uﬁ

Lead witn lea IerJrno — not cornrnunication —
leaclers nighly visiple

QJHJHJ'J(JJQ:IFJ(JJ whny the cornpany is
Icing the new approach

ihe Background/Business CaserDilemma
Someremployeesiwilliahelis as=BiS, s Bul

WItheUtthe Why: they say, Yeurnevertellius
therreasens — dont yeulthinkiwe care, or are
Smeali enouehitierundersiand 2

Implermentation checklist

Uﬁ

W Cet oersonal — answer *wnat's in it for rne?”

W Avoid using slogans, buttons, T-snirts or free
caps as part of the introduction

e

oz IS too irnportant for silly stuff

Wellt to celepra

—|

(e success
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[ JJn"' overlook the power of employee
ecognition — rf t2n as irmportant as casn




Implermentation checkli

st

Don't set arpitrary lirmnits on cormrmumgcnuon —
“Tney wor't read rnore than one page.”
lirnit cornplexity of plan
increase motvation — essential to learning
orovide all tne education it takes to
understanc the plan
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Surnrmerize or one gege:
ey messages
olan's design

benefit to employees, custorners, cornpany

Implermentation checklis

¥eep jargorn out — call tf

nings wnat they are

Q

not *gainsnaring” if it's *risik-sneiring”

not “rid-point” if it's rnarret value or full joo

value (rnid-point — *you're only nalfway”)
not “oroadoancding” if it’
title recduction — Jcnll It

.

oay” or *neople-focus

S job expansion or

“custorner-focused

ol rang

Don't GIVE employee awards — they EARIN
therr
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Implermentation checklis

M Avoid the word “change” — talk about growif),
orog'egs reroulsed opjectives, pursuit of
C

Use line rmanagers and others who are viewed
as credible to help cornrmunicate

ﬂ\

Dor't call the new approach & “orogrmm” —
fuels *prograun of the morment” cynicisrr

Implermnentation checklist
Dorn't cornrmunicate too rmuch detail too soor)
— nignlignt
developrnent effort
packyrouncl
orocess for getiing inforrnation to
ermployees (wnat will nagpen wnen)

Qb

assurance no related question will go
unanswered

Explain — do not szl




Implermnentation checklist
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W Don't us 2 boy as 2 graphic for Ljo,'o
BAD

Cap P
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Salary Above — G
Range Full Value
=VENBETTER

Full Job Value

Below
Full Value

Implermnentation checklist

W Don't flunk the employees’ perception test
row carn & rr
ready to go a
rnentioned?
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jor ]n]t]at]ve pe designed arid
L few days after first

now carl two focus groups or a srrizll
sarnple of ernployees for 2 survey give
reliable input?

ifit's imgortant, 1 ee nys would e
conducted — big boss would be there




Implermentation checklist

st
Workowith a cornrnunication pro who asks:
What co we want employees to know and be

aole to do...What are the oost
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W Treat ernployees with dignity

— a3 tear)
mernpers or adult farnily members — not as
“custorners”

Implermentation checklis
Dorn't Jeave tne impress
groups get different rmess

| |
sarmne DJJrles ancd nancdouts

messeges n \j\/fJFJf][J

W Don'timply that ermploy

answers — no Q&A rJ/ArJ, rno*
Nno one-on-one E-rnails

.JorJE one




Implementation checklist
— employee involvement —

Don't nide wnat employees say — If youl
involve ermployees in design tearms, surveys,
focus groups, e sure to report pack wnat they
say (or don'tinvolve therm)

Dor't ask about *satisfaction” — are you
“satisfied witn your pay?” lmplies you intend
to satisfy emoJO/ees — cannot pe done aven
with professioneal atnletes
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Implementation checkli
— follow-up and reinforcement —

Dorn't aissurne emolo/ees received messages
You sert — asy tnerr wnat you 3a]d dorJ’L 2SK

D
(@]
=
<
o
Q
QM
n

“do you rnow” quest er — asK
the new pay apgroach wore? )




Implementation checklist
— follow-up and reinforcement —

W “=2p comnmunicating after the introduction
reinforce message
the cornpzany, and

celeprate victories

s — whelt's in it for YOLl,
Cl

ustorners
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neople *doing it rignt”

— soon and simgple

— message poards st ovvmg production facts
— Kiosks providing statistical info
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— Interactive '[’:‘J’:‘JHJFJ'—' OJTF‘I'JH[J info

— Infranet *success peage

surrnrmary

5 Cs of incentive peLy — cornrmitrnent, clarity,
confidence, control, change

Sirnplify plain design — don’t short-cut
cormrmunicetion

Do more “do” — less “say”

Link philosophy and business opjeciives
Avoid jargorn

Ermphasize face-to-face cornrmunication —

,JpeurlH/ through su erv]sor;

Answer *what s in ][I or rme — or rny tearn?”
Celebrate victories — share lessoms of defezat as
orogress toward another vict




