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1.0 

INTRODUCTION 

It took difficult years with no Christmas bonuses because of the expansion of the business and poor European sales. The newly appointed managing director of Gourmet Foods, Andrew Straw, has decided to pay a bonus to the workforce of 120 employees in post on 1st December and announced his intention to express his appreciation for the staff's contribution in this way at a meeting with employee representative in early November. Consequent to that, the pay slips to staff circulated the Friday before the Christmas break revealed that everyone had received an extra £100 in their pay packet. Much to the MD's disappointment, his gestures was not received with the universal approval he had expected. Most employees appeared to be disappointed with the amount they had received and Andrew Straw began to wish he had not bothered with the bonus at all but put the money to a more productive use by investing in new packaging equipment. The story above raises the questions like to what extent does what we know about motivational theory explain the staff's reaction to their Christmas bonus? What lessons can be learnt about rewarding performance from Andrew Straw's unfortunate experience? What do you think Andrew Straw should do about a Christmas bonus next year? It is something worthwhile that individual employees are compensated in various ways for their participation in and contribution to the organisation that employed him or her. It is good we consider the concept of total compensation in which the first distinction is between extrinsic and intrinsic reward. Intrinsic rewards are rewards individual gives themselves from what they do. Extrinsic rewards are rewards an organisation gives to its employees for participating in the organisation and for contributing to its success. According to Joan E. Pynes,(2008) the expectancy theory was developed by Victor H. Vroom (1964) which states that decision-making process undertaken by an individual rests on three sets of perception: expectancy, instrumentality and valence. The expectancy of the employee is his or her perception that certain level of effort is required to achieve a certain level of performance. Instrumentality is the power of the employee to believe that a certain level of performance will be associated with various outcomes like increase in pay or promotion. Valence is the attractiveness of the outcomes. Vroom believed that in action these perceptions are assumed to be combined. If the employees compare themselves to other employees both within and outside the organisation, and they find out their ratio of outcomes to inputs for others is lower, they may feel under rewarded. Although, rarely do the employees feel over-rewarded, the basis of goal -setting theory is that the goals employees pursue are significant factor in 
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achieving organisational performance. But for these to be motivating, Mento et al. (1987) identify that set goals need to be specific, demanding but realistic, accepted by employees as desirable and the subject of subsequent feedback, or put in short form SMART(specific, measurable, agreed, realistic and timed) which is evident in so many organisational performance management schemes(IDS, 2003). Based on research which suggests that despite rising trends such as total reward statements, employees are continuing to undervalue employee benefits, with only 13% of employers believing staff places a high value on their perks. The statistics indicate underlying internal communication problems but this can have a knock-on effect externally. The study stated that eight-in-ten employers attest that a good benefits package helps to attract high quality staff. Some 63% of respondents said workers attach at least some value to their perks. More than a third of organisations value their employee benefits package at more than 20% of salary remuneration. (Employee benefits: July 2005, pg12-12, 1/3p) 
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2.0 

Literature Review 

What are your benefits, compensation, indirect and direct compensation? It is likely to be the first questions of the applicants. What is the cost of benefit? It is a question the employer needs to ask him/herself. Compensation is American word for reward. 

Benefits – direct financial and non financial payments employees receive for 
continuing their company employment with company. (Gary Dessler, 2010). As assembled by Carter McNamara, MBA, PhD, Employee benefits typically refers to retirement plans, health life insurance, life insurance, disability insurance, vacation, employee stock ownership plans, etc. Benefits are increasingly expensive for businesses to provide to employees, so the range and options of benefits are changing rapidly to include, for example, flexible benefit plans. Compensation includes topics in regard to wage and/or salary programs and structures, for example, salary ranges for job descriptions, merit-based programs, bonus-based programs, commission-based programs, etc. If an employer contributes to what makes up his or her benefit even when it is provided under social insurance programs, should we include it as a benefit for the employee? This is the debate in defining Benefit. Social insurance programs may include worker's compensation insurance, unemployment insurance, social security and Medicare. This definition includes only those benefits not underwritten or paid directly by federal state or local Government. Let us make use of broadest definition of benefit used by Chamber Of commerce of the United States- Employee benefits as including benefits plans for employees that arise from the following five categories of employer payment or cost. (Beam, Mcfadden, 2001) 1. Legally required social insurance payment ( social security, Medicare, unemployment compensation insurance, workers' compensation insurance, temporary disability insurance) 2. Payment for private insurance and retirement plans (old age, dental expenses, death, legal expenses) 3. Payment for time not worked ( vacations and holidays, maternity leave, sick leave, sabbatical leave, jury duty) 4. Extra cash payment to employees (educational expense allowances, savings plans, moving expenses, Christmas bonuses) 5. Cost of services to employees (subsidized cafeterias, adoption assistance, recreation programmes, clothing allowances, transportation benefits, financial counselling, retirement counselling). We can illustrate the components of compensation as below 
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Compensation System 

Indirect Benefit 

Direct Benefit 

Projection programs: Medical insurance, Life insurance, disability Income, Pension, Social Security. 

Services and perquisites 
Recreational Facilities, Car, Financial Planning, Low cost or free meals 

Base Pay 

Incentive Pay 

Deferred Pay 

Merit Pay 

Salary 
Financial Planning 

Wage 

Pay for time not worked 
Vacations, holidays, sick leave, Jury duty 

Figure 1 taken from the multimedia slides by Milton M. Pressley, University Of New Orleans. 
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Employee benefit can be immediate, deferred or contingent 
2.1 

Immediate benefits: might include the provision of a company car, a laptop 

computer, discounts, expensed mobile phone or subsidised meals, employees derive value from immediate benefits instantaneously. (Beardwell and Claydon, 2010) . Example1: In Tesco, Staff feedback has shown that the privilege card is top of the list of the most valued benefits in Tesco. Vicki Etiene, benefits manager at Tesco, says: "It is combined with the Tesco club card, but another reason the privilege card is so popular is (staff) get immediate benefit from it, they get money off their shopping bill. Tesco staff saves £730 through the privilege card, a year. source: employee benefit Dec2010, p20-24, 4p 

2.2 

Benefits are deferred when their values gradually increases in amount 

over a certain period of time that is the benefit has a future rather than a present value to the employee, example is pension plan or share scheme. 2.3 

Contingent benefits: are those benefits that might come up in the future or 

in certain circumstances, example is sick pay scheme, paternity and maternity pay and leave arrangements. According to Wright ( 2004) as cited by Beardwell and Claydon (2010) we can consider contingent benefits in four distinct groupings: 1. Personal, security and health benefits: life pensions, company sick pay scheme, life cover, medical insurance, loans. 2. Job, status or seniority-related benefits: For example, company car, holiday. Leave beyond statutory minimum, sabbaticals. 3. Family friendly benefits for example, childcare or elder facilities, nursery vouchers, enhanced maternity/ paternity/ parental leave arrangements. 4. Social or goodwill or lifestyle benefits for example, subsidised canteen, gym/ sports facilities, discounts, ironing collection/ dry cleaning. 

2.4 Mandatory Benefits: Business dictionary defines it as benefits that are legally 
required, whether by state or federal law. Different countries run different mandatory benefits. Example2: State and mandatory benefits in Philippines as shown in www.intlben.com are State pension PHP 300 a month plus 2% of average monthly earnings in last 60 years, disability pensions, medical care through national health insurance program (NHIP), work-related disability or death. The mandatory Pag-IBIG fund provides cash benefits on termination for home ownership. Of course we know that mandatory benefit has legal implications and may not necessarily be given in form of cash. 

2.5 : affording employees' choice to 'opt in' and use them according to their personal needs or financial position. (Beardwell and Claydon, 2010). 
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Example3: Tesco operate voluntary benefits include a staff tariff on the Tesco Bank. Each 
pay period, Tesco includes a new offer, for example extra deals on clothing, home ware or photo processing. With nearly 290,000 UK staff, Tesco has a wide range of needs to consider. "We have a very wide demographic of staff, so we try to make sure there is something for everybody," Says Ettiene. "At Christmas staff are given extra money-off vouchers as a thank you."(Source: Employees benefit Dec2010, p20-24, 4p). 

Example 4: In PricewaterhouseCoopers (PwC), voluntary benefits include retail 
discount vouchers, discounted gym membership, and a concierge service that employees can use to arrange holidays or book theatre tickets, for example. There is a huge take-up of flex among PwC's 14,000 staff - about 90% submitted a request during the renewal period in September. One of its most popular benefits is the holiday trading scheme, in which nearly 60% of staff opted to take part. (www.employeebenefits.co.uk December 2010) 

Example 5: At Honda's factory in Swindon, staff can access benefits to help them make 
their money go further. The main offerings in the company's "What if..."scheme are a pension plan, which has the option of additional voluntary contributions, childcare vouchers and a cycle-to-work scheme. All employees are also offered private medical insurance, subsidised canteens, laundered uniforms and voluntary benefits that include a healthcare cash plan, dental plan, retail vouchers and online discounts through the Perkz-provided website. Because of the recession, the plant did not operate for four months in 2009, and employee morale was low. But people were still in work, and the company introduced a working time account which enabled it to pay its employees consistently, 'banking' hours that either the individual owed or Honda owed if staff had worked overtime. Honda sought to introduce benefits that helped to make employees' money go further,' says Judy Luckins, section manager, payroll and benefits. "During that period, people were obviously feeling the pinch, so that is when we focused on retail Vouchers and Perkz, a scheme that we bought in January 2010," she adds. (Source: employee benefit Dec2010, p20-24, 4p) 

Example 6: The IT firm: Unisys 
IT services company Unisys has had a flexible benefits scheme for 13 years. This has changed a lot over that time to reflect staff interests, and is split into three categories - security, wellbeing and lifestyle. Unisys' workforce has an 80/20 male/female split, most staff have at least 10 years' service, and the average salary is about £50,000. Andrew White, reward manager, says: "We found high interest in security-type benefits rather than lifestyle, so tried to tailor as many as we can in the insurance sector." Security benefits include critical illness insurance, travel insurance and group income protection. Wellbeing perks include dental insurance and health screening, which staff can also buy for their partner. The lifestyle range includes holiday trading, childcare vouchers and retail vouchers. Unisys also offers experience days and magazine subscriptions. Core benefits include private medical insurance for all staff, and life assurance. Most popular benefits are critical illness, dental insurance, holiday trading and income protection. (Source: employee benefit Dec2010, p20-24, 4p) 

One will wonder what will make the employees undervalue the cost of benefits. Perhaps the company needs to evaluate the employees' decision. The activity 'reward management', has been described as encompassing not only the development, maintenance, communication, and evaluation of reward processes , but also concerned with the development of appropriate organisational cultures, underpinning core values and increasing the commitment and motivation of employees. (Armstrong and Murlis, 1998) 
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2.6 

Perception approach: The process by which employees organise and 

interpret their sensory impression in order to give meaning to their environment. (Robbins et al. 2010). People's behaviour is according to the perception of reality. Factors of perception: The perceiver, the object, target or situation of the perception. Factors in the situation can be time, work and social setting. Factors in the perceiver can be attitudes, motives, interests, experience, age and expectations. Factors in the target can be novelty, motion, sounds, size, background, proximity and similarity. It is of important we take note of what perception has done in international business relationship between Japan and china.¹( source: based on C. Chandler, 'Business is hot, Relations are not', fortune(Europe), 19 April 2004, pp.20-21, and china urges Japan to do more to improve ties', the Associated Press 14 March 2005). The cause of the undervaluing of employee benefit may be due to perception of the employees. They may perceive the benefit system not motivating. 2.7 

Motivation Theory approach: What is the need of wasting 

resources which will not motivate employees? Is the company benefit system motivating the employees? Lawler and Porters motivational model (1968) recognises that individual abilities and role perception have to be recognised in the benefit bargain, may be the employees are to be trained on the importance of the benefit system. Another perspective is that of Herzberg, (1966) when job itself is the true source of motivation then incentives, compensations, rewards may be irrelevant, these set of employees will be more loyal if their compensation is closely linked to the attainment of high professional standards than to specific organisational objectives( Gary Dessler, 2010). Example 7: A good example of this is about a police constable who memorably declined a Home Office appointment because it included an element of individual performancebased pay on the grounds that 'the notion I will work harder or more effectively because of PRP is absurd and objectionable, if not insulting' according Hogg(1998) as cited by Leopard and Harris (2009). 

Classification of the theories of motivation: The content and 
process theories. Content theories analyses the particular needs, motives and rewards that affect motivation. Process theories concentrate more on the psychological and behavioural process behind motivation. The two overlaps and the distinction need not be taken as confining. (Rainey, 2009). We may not be able to discuss all the motivation theories due to limitation in number of words. 
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Content theories may include Maslow Hierarchy of needs, Herzberg two-factor 
theory, McGregor theory x and y, McClelland need for achievement, power and affiliation, Hackman and Oldham's Job characteristic model. 

Process theories may include V room expectancy theory, perception theory, equity 
theory, Goal setting theory, satisfaction-performance theory and reinforcement theory. 

Maslow's hierarchy of needs will tell us what our need is and how it 
progresses but is that true for all? The point is that you cannot determine where ones need is if you don't ask him or her. It may apply to some but not to all. Doughlas T Hall and khalil Nougaim, insisted that upward movement of Maslow's hierarchy of need is caused by upward movement of need prominence not from the satisfaction of lower order needs. (Koontz, Weihrich, 2008). Critically thinking Maslow hierarchy does not have a universal application. 

What of Alderfer's ERG theory? He regrouped the needs of 
Maslow's Hierarchy theory. ERG theory includes existence need, growth need and relatedness need. Existence need refer to basic material motivators. Relatedness refers interpersonal relationship need. Growth refers to internal desire for personal development. He said that one may be motivated by different needs at different levels at the same time. For instance one may go to work to make living and existence. According to Alderfer, when one feels frustrated at one level they may focus on the needs of lower level. Figure2 
Existence need Relatedness need Group need 

Frustration Progression 
    

Erg theory differs from Maslow hierarchy of needs Alderfers ERG theory :several needs may motivate at same time .It is not necessary that lower need must be satisfied before moving up onto higher motivators. The ERG theory also accounts for diversity in need culture better than Maslow's Need Hierarchy. The ERG theory acknowledges that if a higher-order need is not attained, an individual may resort to increase a lower-order need which appears easier to satisfy. This is known as the frustration-regression principle. 

We may learn and understand that each employee works to satisfy different motivators simultaneously. It is better to ask the employee 'what do you want.' On the other hand, if employee is not provided with opportunity to grow, the employee may regress to relatedness or existence need. 

Herzberg's two factor: The dissatisfiers, referred to as hygiene factors, support and 
maintain the structure of the job (job context), while the satisfiers referred to as 
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motivators assist employees to reach self-actualization and increase their motivation to do their work (job content). ( Borkowski, 2009). One of the criticisms of Herzberg's two factor theory is that a single factor may be a motivator for one person, but job dissatisfaction for another. Example is increased responsibility may be welcomed by one employee, but avoided by another. Another criticism is that Herzberg placed salary/pay in the dissatisfier category, which has caused some to believe that Herzberg did not value money as a motivator. However, what Herzberg meant was that if pay did not meet employee's expectation then they are dissatisfied but otherwise salary was not a need to satisfaction. (Borkowski, 2009). In 1950s, the US economy was in a tremendously economic upswing, companies were advised by psychologists to compensate workers in form of higher salaries but unfortunately it did not commensurate with the performance. Herzberg suggested that higher performance levels would not come from higher salaries but by giving employees the opportunity to create and impact their environment according to Dent (2002, p.276) as cited by Borkowski (2009) Based on this jobs should be designed with special attention for opportunities relating to achievement, responsibility, meaningfulness and recognition. 

Process theory: we will discuss the expectancy theory and equity theory. 
Expectancy theory: we can summarise V room expectancy theory with term the Cs'. 'Nine 

Cost: What does it cost the worker in time and effort to perform well? Communication: Who decides the type of reward to be given, the employer or employee? Challenge: does the employee has to work hard to perform the job well? Criteria: does the employee know the difference between good and poor performance? Compensation: is the reward for good performance motivating? Capability: The ability to perform the job well. Confidence: Believe he or she can perform the job well. Credibility: Managers must deliver what they promised. Consistency: Does the individual believe in the equity system practised in the company and is the equity system credible? 
The expectancy theory is based on the assumption that workers calculate the 'cost and benefits' in choosing among alternative behavioural actions. One major criticism of the expectancy theory is that it does not take into account the relationship between employee performance and job satisfaction. Expectancy Theory was extended to incorporate the equity theory to reflect the relationship of an employee's performance to job satisfaction. According to Porter and Lawler ( 1968) as cited in Borkowski (2009) 
 

Equity theory: Employee evaluates his or her outcomes and inputs by comparing 
them with those of others (Adams, 1963, 1965). Internal equity is equity issues in the company, internal comparisons with subordinates and peers. External equity is equity issues compared to external organisations, external comparisons with peers and subordinates. The employees' undervalue of benefit may be caused may be due to internal comparison or external comparison. Example 8: Recent reports are claiming that Rooney's relationship with Man Utd faltered this summer, when reports came through his agent of Man City's marquee signings (Yaya Toure, David Silva, Gareth Barry) getting huge £200k+ per week contracts. Rooney understandably began to ask why in an open market, 'lesser' names 11 | P a g e 
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MHC assignment MBA1 such as these were receiving such generous settlements when he (the 'White Pele', Man Utd and England's talisman) was only receiving £90k per week. Even a substantial increase to £120k per week was perceived as inadequate. Using the equity theory of motivation, we can understand Rooney's thought process as 'another outside' comparison. ( source: http://relativelystraightforward.com/what-wayne-rooney-canteach-us-about-motivati accessed on 17th, April, 2011) 

2.8 Flexibility Approach: It is a fact that individuals are motivated in different ways and every manager must be flexible in managing the human capital of the organisation. Offering flexibility can satisfy the needs of a diverse workforce and show staff the value of their perks, but the cost of setting up and running flex can be an issue, says Nick Golding. Flexible benefits otherwise known as cafeteria benefit in the USA, includes tax efficient benefits such as childcare vouchers and mobile phones or salary sacrifice pension's contributions. Example9: Northumbrian Water offers a range of tax-efficient benefits that help its 3,000 employees to make savings (employer benefit: 07/03/2011). Example 10: PricewaterhouseCoopers (PwC) offers core, flexible and voluntary benefits. The core benefits – life assurance, personal accident, income protection, and private medical insurance – offer fixed level of cover, but staff can increase this if they wish. Flexible benefits include holiday trading - down to minimum of 20 days or up to a maximum of 30 – a defined contribution (DC) pension, health screening, bikes for work and childcare vouchers. Carolyn Wilkinson, senior employee benefits manager, says: "We have got flexible benefits plan that is extensive so it can meet the needs of a diverse workforce." Voluntary benefits include retail discount vouchers, discounted gym membership, and a concierge service that employees can use to arrange holidays or book theatre tickets, for example. There is a huge take-up of flex among PwC's 14,000 staff - about 90% submitted a request during the renewal period in September. One of its most popular benefits is the holiday trading scheme, in which nearly 60% of staff opted to take part. (www.employeebenefits.co.uk December 2010). Example 9: Are you struggling to motivate staff on Fridays? Perhaps you could follow the example of Kellogg's. The company has launched its summer working hours scheme that allows employees to leave work at noon on Fridays provided that they have completed their contractual 36.6-hour working week. The company says that the scheme, which it has run every May to September for the last six years, improves morale and motivation and it urges other firms to follow suit. (source:http://business.timesonline.co.uk/tol/business/career_and_jobs/best_100_companies/a rticle5703854.ece). Developing the benefit system strategy, there is need to define the organisational unit of focus, determine what the organisation needs, determine what the employees want, identify the programs and rewards that match, then develop the purpose and specification for each program. (Thomas B., 2004) 
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3.0 

Strategic Approach And Analysis 

The fundamentals of effective benefit systems: 
1, Determining where to focus the benefit system 2, Defining what the organisation needs to succeed 3, Determining what people want 4, Selecting the best benefit that fit strategically 5, Strategic Reward Management Determining where to focus the benefit system: The first step is to determine the persons or groups for whom one is developing the benefit strategy. If it is focusing on key executives of the organisation, the sales and marketing staff, technical workers or functional workers? Based on this, if our present benefit strategy is undervalued by the persons or group we are focusing then we must re-evaluate our strategy. Defining what the organisation needs to succeed: The organisation needs the employees, to succeed. This next step involves defining how these individuals support the organisation and what they must do to make a difference to the organization's success. The employee work process, time frame and the nature of relationship with the organization are dimensions to determine what the organisation needs to succeed. Determining what employees want: The only person that knows what is good for him is the individual. It is about choice. The one of the best ways to satisfy the employees is giving them the maximum choice available to them. They choose to work hard. Company's role is to make sure the effort generates reward. Numerous studies have attempted to identify the decision criteria of employees. Clearly, the benefit system is not always the dominant reason people take a job. For many, it is the opportunity to work for a leader in an industry or for an organisation that provides significant investment in training, development and career opportunities. For others, the company may be geographically desirable, may provide opportunities for travel or discounts on products and services, or may involve the individual in relationships with other people of similar expertise in the company. 
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There are essentially three ways to determine what people value. (Thomas B., 2004). First is to try different things and see what gets people to respond. Similar to Hawthorne experiments on human motivation conducted in the 1950s. Second, ask people what they prefer. The Wilson Group, Inc., developed and conducted a 'Personal Preference Survey' for a number clients and each survey revealed a number of important findings (table 1) 

Table1 

Educational level 

Gender 

Age Group 

Rewards Preference Items 

All 

High school and Associate's 4.28 

Bachelor's 

Master's and Above 

Male 

Female 

20s 

30s 

40s 

50s+ 

High-quality leadership Health-care Benefits Involvement in key decisions Paid personal time off Challenging work assignments Involvement in work-process redesigns Regular performance and salary reviews Training for future job assignments Career advancement opportunities 

4.40 

4.42 

4.50 

4.28 

4.47 

4.28 

4.41 

4.78 

4.25 

4.38 

4.69 

4.17 

4.38 

4.23 

4.47 

4.37 

4.31 

4.48 

4.38 

4.27 

4.22 

4.23 

4.35 

4.30 

4.25 

4.31 

4.28 

4.26 

4.25 

4.23 

4.33 

4.10 

4.32 

4.13 

4.29 

4.19 

4.31 

4.35 

4.25 

4.16 

4.03 

4.25 

4.18 

4.15 

4.17 

3.98 

4.28 

4.35 

4.25 

4.15 

4.17 

4.25 

3.97 

4.02 

4.24 

4.13 

4.28 

4.22 

4.06 

4.09 

4.06 

4.02 

4.21 

3.98 

4.16 

4.09 

4.29 

4.04 

3.88 

4.08 

4.06 

4.12 

4.06 

3.94 

4.17 

4.30 

4.18 

4.00 

3.31 

4.03 

4.31 

4.02 

3.74 

4.11 

3.99 

4.59 

3.83 

3.91 

2.63 

Source: Wilson Group, Inc., Concord, MA. 
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From the table five factors are of utmost important to employees they are High-quality leadership, Health care benefits, involvement in decisions, paid personal time off, challenging work assignments. However, if we closely examine the table above, some of the wants differed based on education level, gender, and age of the individual. The top two factors, quality of leadership and health care, generally were consistent across all groups, except that individuals in their twenties favoured career opportunities and training over health care benefits. It is interesting to note that direct compensation was not included in the top five priorities of any employee segment. This is generally consistent with other research on motivation and employee opinion surveys. The male respondent preferred rewards based on individual performance, where as female respondents preferred team-based rewards. Variable compensation, whether based on individual or team performance, and opportunities to receive stock options were preferred by younger employees in their thirties and forties preferred by younger employees more than older employees. (Thomas B., 2004) The third consideration is personalised approach to identifying what people value, if the individual enjoy sporting events, social activities, travelling, involve in community, church or civic activities. Giving one the opportunity and resources to pursue these activities will make more meaning than otherwise. If the employer and employee get what they want, then rewards or benefits have facilitated an important win-win relationship as long as they do not become exploitive to either party. A workforce's demographics are also hugely influential on the design of the benefits package. Mercers Wreford says: "Ultimately, the goal of your total reward package is about improving performance, attracting and retaining people. So you would do well to listen to what employees need or desire." With four generations in the workforce -baby boomers generations X and Y, and millennials-employers have a wide range of needs to consider, so their benefits package will have to offer choice and flexibility. There is a strong link between employees' understanding of how they are rewarded and their satisfaction with those rewards, so communications will also play a key role as employers seek to assemble an optimum benefits package to suit all their staff. (Employee benefifs.co.uk/benefits/pay-bonuses-reward.html) 

Selecting the programs that fit strategically: 
In our time, one of the best ways of managing rewards has been found to be by careful integrating various components of rewards, to support one another and so maximise the employees' satisfaction in course and result of their employment. It is otherwise known as Total Reward approach (Armstrong and Murlis, 1998). 
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Model of total rewards 

Transactional (tangible) 

Performance reward Base pay(with merit), variable Pay, Stock options(selected) , Spot awards, hiring bonuses, incentives, Shares, Profit sharing 

Benefits and services Pensions, Holidays, tuition reimbursement, child care ,Perks, Flexibility, wellness programs, 

Individual Work place opportunities Learning and development, Training, Flex hours, Performance management, Career development, Succession planning, informal dress Performance Recognition Work environment, Organisational culture, Leadership Communications, Involvement work-life balance, Non-financial recognition 

Communal 

Relational (intangible) 
Figure 3 (source: Brown and Armstrong, 1991) 

The concept of total reward system according to Thompson and Milson (2001) as it was cited by Beardwell And Claydon (2010) is encompassing and integrating all kinds of rewards, it is a way to reward in the organisation which goes well with business aims and objectives and above all it is people centred, customised, offer distinct employer brand and evolving. Armstrong (2002) will say total reward system reduces cost for the company, give good image of the company, reduce employee turnover, increase flexibility and improve productivity. Although report from CPID reward survey (CPID, 2009a) showed that only 20% of organisations claim to have implemented total reward system, 22% anticipated to use it by the year 2009. May be we can say from this report that Total reward approach is difficult for companies to establish. 
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Strategic Reward management: 
Every company must strive to manage strategically the growth, communication and their reward processes, which will lead to appropriate organisational culture, values and increase motivation and commitment of their employees (Armstrong and Murlis, 1998). Recently CPID survey information shows that 26% of organisation acknowledges the existence of reward strategy within their organisations while a further 24% of organisation plans to adopt one in 2009 ( Beardwell and Claydon, 2010). In 2010, 40% of respondents to the CIPD reward management survey said they had increased their benefits spend in the past 12 months. Those in voluntary sector were most likely to have done so 48%, followed by the private sector 40%. More than a quarter 28% said their benefits spend had remained the same (work place law group, 2011:45). The survey shows that overall inhibitors to effective operation of the reward strategy are budgetary constraints, line managers' skills, line management attitudes and staff attitudes. We also acknowledge that different organisations will have different barriers. 

Factors that may influence the organisational approach to reward practice and pay determination 

External factors: 
The economic climate: The company may likely switch to less costly benefits in 
tougher economic conditions. In terms of pay level, the company has no choice to comply with market rates of jobs that is competitive labour market rate (Beardwell and Claydon, 2010:507). According to Internal Revenue Source, US ( IRS, 2008) companies use different measures of inflation to guide pay increases. The most common one is Retail Price Index (RPI), (Beardwell and Claydon, 2010:507). On December 3rd, 2010, IRS issued the 2011 optional standard mileage rates used to calculate the deductible costs of operating an automobile for business, charitable, medical or moving purposes. 51 cents per mile for business miles driven against 55 cents as of Jan. 1.2009 19 cents per mile for medical or moving purpose against 24 cents as of Jan. 1, 2009 14 cents per mile driven in service of charitable organisation same as 14 cents as of Jan. 1, 2009 ( source: http://www.irs.gov/newsroom/article/) Reviewing the results for years it shows reduction in cost is a good thing for organisations. In the recent economic situation in recession and insolvencies, employers are not optimistic that they will get pay rise, although UK government anticipate minimum wage increase from £5.95 to £6.15 by October, 2011 but not without recent shocking job cuts. 
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The legal context for reward 
The truck Acts of 19th century: Established that skilled workers should be paid in cash. National minimum wage (1999): Designed for worker protection, globalisation, development, poverty reduction, dual goal of equity and efficiency. Equal pay Act (1970): The manner in which it works is by treating everyone with 'equality clause' which mandates the company not to treat persons of different genders, age, country and race, less favourably. Working time Derivative (1998): Minimum 48-hour working for many groups, an average eight-hour shift in each 24-hour period for night workers, a rest break after six consecutive hours' work, rest periods of 11 continuous hours daily and 35 continuous hours weekly and minimum of 5.6 weeks' leave per annum. (Working time regulation, 1998) 

Internal factors: includes number of employees (firm size), firm sector 
(manufacturing and production, voluntary sector, and public services), occupation (senior manager, line manager, technical/professional and clerical/manual), unionised and non-unionised workplaces, foreign-owned and indigenous workplaces. 

Firm size: CIPD survey, 2009, shows that 48% workplaces of 500+ employees 
reported the existence of rewards strategy compared to 20% of respondents where there were between 50 and 249 employees. 

Firms sector: CIPD survey, 2009 also showed that Public sector mostly use pay 
spines² as pay structure compared to voluntary sector. The result also showed that all firm sectors commonly use individual pay rates/ranges³ and spot salaries⁴ as their pay structure. Broad-banding⁵ is most prevalent in manufacturing and production. Combination approaches is the pay progression commonly found in manufacturing and production and privates sectors than they are in the voluntary sector and public sector, while individual performance and length of service is the type of pay progression in the latter. Although performance as a type of pay progression is usually found in all sectors, market rates as a type of pay progression features in privates sectors and competency as a type of pay progression is more typical in the voluntary sector. (Beardwell and Cloydon, 2010 p512) 

Occupation: Clerical staff is more likely to be covered by collective bargaining 
arrangements than managerial staff in terms of salary determination. The views 
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of owner/managing directors are more likely to be a fact in setting salary levels in small firms than in a large firm. (CIPD, 2009a) 

Cost Of Benefit 
Employee benefit account for between 33%-40% of wages and salaries (or about 28% of total payrolls); legally required benefits (like unemployment insurance) are most expensive benefits costs, followed by health insurance ( Dessler, 2011 p492). The cost of benefit will include inflation, rising cost like health insurance since 2001 have risen about 78% and employee cost rose with 6.4% compared with an average 15% since 2002 ; and employer cost containment efforts. In one survey, 78% of employees cited health care benefits as most crucial to retaining them; 75% cited compensation. But the same survey found that only 34% are satisfied with their health care benefits ( Dessler, 2011 p492). US Private-sector employer benefits costs by category, March, 2009, summarize the breakdown of benefits as a percentage of wages and salaries. 70.8% for wages and salaries, 8.3% for legally required benefit, insurance 7.6%, paid leave 6.8%, Retirement and savings 3.5%, supplemental pay 3.0%. (source:www.bls.gov/news.release/pdf/ece.pdf ) EMPLOYER COSTS FOR EMPLOYEE COMPENSATION - DECEMBER 2010 Private industry employers spent an average of $27.75 per hour worked for total employee compensation in December 2010, the U.S. Bureau of Labor Statistics reported on March 9th, 2011. Wages and salaries averaged $19.64 per hour worked and accounted for 70.8 percent of these costs, while benefits averaged $8.11 and accounted for the remaining 29.2 percent. Total compensation costs for state and local government workers averaged $40.28 per hour worked in December 2010. Total employer compensation costs for civilian workers, which include private industry and state and local government workers, averaged $29.72 per hour worked in December 2010. Employer Costs for Employee Compensation (ECEC), a product of the National Compensation Survey, measures employer costs for wages, salaries, and employee benefits for nonfarm private and state and local government workers. Table 2 Relative importance of employer costs for employee compensation, December 2010 
Compensation component Civilian workers (%) Private industry(%) State and local government(%) 

Wages and salaries Benefits Paid leave Supplemental pay Insurance Health benefits Retirement and savings Defined benefit Defined contribution Legally required 

69.7% 30.3 7.0 2.3 8.8 8.4 4.5 2.7 1.8 7.8 

70.8% 29.2 6.8 2.7 8.0 7.5 3.5 1.5 2.0 8.2 

65.6% 34.4 7.5 0.8 11.9 11.6 8.1 7.3 0.8 6.0 

(source:www.bls.gov/news.release/pdf/ece.pdf ) 
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Failure to monitor what it costs a company to reward its employees may result to mismanagement. If a company will spend wisely then it will benefit the employer and employee. There are some checks and tactics to reduce cost which companies need to apply, so that reward will yield performance. Employers use several tactics to reduce excessive sick leave absence. Some repurchase unused sick leave at the end of the year by paying their employees a sum for each sick leave not used. The drawback is that this encourages legitimately sick employees to come to work or pooled paid leave plans where sick leave, vacation, and personal days are combined into single leave pool. Give no employee a leave until the reason for the leave is clear, obtain medical certificate if it is a medical reason. Reserve the right to terminate or alter the severance policy and so on ( Dessler, 2011, pp495,496). 

 

Example11: 

Asda said it will close its defined-benefit pension scheme early next year, after the fund's shortfall soared from £210m (€241m) to £400m during the nine months ended September. The Walmart-owned retailer, which becomes the latest major UK company to shut down its final-salary scheme, said that the move would affect 3,826 employees in managerial or administrative roles. (source:http://www.efinancialnews.com/digest/2010-10-10/asda-toclose-defined-benefit-pension-scheme) 

Example 12: Unilever to close final salary pension scheme 'Unaffordable' plan will shut for existing members. Unilever is to close its final salary pension scheme, in the latest example of a large employer backing out of this form of pension provision. The household goods group, which is behind brands such as Persil, Flora, Hellmann's and Domestos, closed its main final salary scheme to new members in 2008, but is now seeking to close for accrual for current members too. Three-quarters of the firm's 7,000-strong UK workforce will be affected by the move, which will be put out for consultation with staff and unions from June. The company said that the final salary pension had become "increasingly unaffordable and unsustainable." It wants to close it from January next year and instead offer staff a defined benefit scheme based on career average earnings, combined with a defined contribution plan. Amanda Sourry, chairman of Unilever UK & Ireland, said: "One of the principles we want to establish is that both the responsibility and risks involved in saving for retirement are more equally shared between Unilever and its UK employees. "Like many other companies which have already taken similar action, we must face up to this difficult issue now so we can continue to work to ensure Unilever remains a winning and competitive business in the UK." Unilever has paid £580 million into its pension fund over the last three years in an attempt to plug its deficit, the company said. (source: http://www.peoplemanagement.co.uk/pm/articles/2011/04/unilever-to-close-final-salarypension-scheme.htm?wa_src=email&wa_pub=cipd&wa_crt=news_3&wa_cmp=pmdaily_140411) Example 13 HMRC staff vote for strike over sickness policy Procedures for investigating sick leave 'draconian' says PCS 
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MHC assignment MBA1 Thousands of staff at HM Revenue & Customs could take industrial action in opposition to a new sickness management policy, following union ballot results revealed last night. More than 50,000 members of the Public and Commercial Services union (PCS) at the government department were balloted over the introduction of "draconian" rules around sickness absence. Results found that 59 per cent of members backed strike action and 84 per cent supported industrial action short of a strike, on a turnout of 41 per cent. Despite the "strong vote for action", the union said it was committed to negotiating a settlement on the dispute and had already scheduled further meetings with HMRC management to discuss the issue. PCS revenue and customs group secretary Peter Lockhart said: "This was a very good response to a ballot and, coupled with the clear vote in favour of action, it shows how strongly our members feel. "We hope senior managers will now agree that trying to impose draconian new policies on their workforce is not the way forward, and we hope they will come back to the table with a willingness to resolve this dispute." The row centres over amendments to the current sickness policy which would introduce new trigger points for investigations into sick leave and withdraw time off for routine medical appointments during working hours. The length of sickness absence before "management action" is considered is to be reduced from 10 days to five days, and from five occasions to three in any 12-month period. A PCS spokesman told PM that HMRC staff opposed the imposition of the new procedures without their agreement, and that the union would prefer to see a holistic approach that dealt with the reasons behind sick leave, particularly those related to stress and mental wellbeing. "We want to see a more proactive well-being policy that addresses the causes of sickness," he said. "The main cause of sickness in HMRC is stress, induced by factors such as high workloads and insufficient resources, and we want to see them tackle that before cracking down on staff absence." In response, HMRC said: "The well-being of our staff is of paramount importance; however HMRC's attendance record must be tackled urgently in the interests of both staff and customers. We will continue to talk to the unions to address their concerns regarding this change." (Source: http://www.peoplemanagement.co.uk/pm/articles/2011/04/hmrc-staff-vote-for-strike-oversickness-policy.htm?wa_src=email&wa_pub=cipd&wa_crt=news_2&wa_cmp=pmdaily_140411). 
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Conclusion 
Benefit are so important to employees, it is important that all managers should recognise it as the key strategic lever which can be used to mould and direct employee behaviour such that business goal may be achieved. The structures of the organisations should be flat, that which will welcome ideas even from employees, this enhances decision making. Strategic approaches to reward should be incorporated. Strategic approaches to reward emphasise the importance of matching reward systems and practices in order to integrate reward such that it complements human resource practices. The debate on whether the company has to resort to direct compensation depends on the consensus or the bargain of the employees and the company. None of them should be the sole devisor. There are no right and wrong approaches to employee reward as far as the employees are satisfied. The employee should be maximally rewarded to influence a good performance. Key choices entail whether to pay for the job or the person, centralise or decentralise reward decision making, whether to place internal equity or external bench marks, to build hierarchical pay level and how to determine the reward 'mix'. Results has shown that employees will prefer the type of benefit or compensation which appeals to them, then the company should give it to them and the company in return will receive better performance from the employees. Although with proper training and communication between the employer and employee, reward decision which is influenced by a range of external and internal factors should be designed. With the above points, I recommend that the company should not be too fast to turn to direct benefit option but first negotiate with the employees. The company should strategically empower the employees to enhance decision making of the company. Indirect benefits are so important to the employee but not when they don't understand it. The company may need to train his workers in the important of the benefit system of the company, I think it will help. Effective communication between the employer and employee should be encouraged. 
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Appendix 1. Although the Japanese auto industry has had enormous success in other countries, the top-selling foreign cars in China are produced by Volkswagen (a German company) and GM ( US company). Also Japan's booming electronics industry currently captures only 5 percent of the Chinese market. Who is to be blamed? Many Chinese citizens are still angered about a report that employees of a Japanese construction company hired Chinese prostitute for a corporate party. And many Japanese citizens believe Chinese immigrants are to blame for many of the violent crimes taking place in Japan. In addition to these recent events, historically, relations between the two countries have been strained. Beijing is still upset about Japan's military invasion in the 1930s and 1940s, for which Japan refuses to make amends. 2. Pay Spines: A scale showing the rates of pay for employees working at each level of an organisation. It also shows the increases in pay an employee gets when they spend a certain length of time at a particular level. 3. Pay range: The range of pay rates, from minimum to maximum, established for pay grade or class. 4. Spot salaries: The defined spinal column points within grading structure. 5. Broadband Pay: Similar to conventional graded structures, but with far fewer and far wider bands. 
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