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[bookmark: _Toc61263059]Introduction
The work efficiency of employees largely depends on their engagement level and job satisfaction. When the workers remain satisfied with the work conditions, salary, and other benefits, they remain more engaged with the work and therefore, to increase their performance.  CIPD, 2013 identified performance and reward management as the main contributors in developing a high-performance culture in a company.  It also stated that in order to “build a high-performance culture company has to deliver programs that recognize and reward critical skills, capabilities, experience, and performance and ensures that reward systems are market-based equitable and cost-effective” (CIPD, 2013).  The report discusses the existing HR-related issues of Hanoi Hat Company and tries to find out effective solutions to these issues. 
[bookmark: _Toc61263060]Current reward practices at Hanoi Hat Company
The organisational structure of “Hanoi Hat” is very simple, consisting of a general manager and line managers. The cutters and other employees involved in the production process are manual workers, their pay is based on per piece produced.  From this evidence, we can state that “Hanoi Hat” provides a financial reward to the workforce that is related to their performance.   The form of a Performance-based pay - Payment-By-Result (PBR) scheme has been adopted by the company; the employees’ pay is based on a number of the units of hats they produce (Armstrong, 2014).  The performance-based pay is the most popular scheme of traditional incentive strategy, used by 84% of respondents to the e-reward survey 2009 (Armstrong, 2014).  “Although many employers believe performance-based pay structures motivate employees and encourage positive attitudes” (Business News Daily, 2020), it also contributes to higher stress levels and low job satisfaction in the workforce.  In tune with the PBR scheme, when the production rate of Hanoi Hat company employees reduces because of the increased time for producing each piece of the specific models, the earnings of the cutters and other employees also reduced. Moreover, the cutters need to put more effort into producing the new models which they have never produced earlier. Additionally, as the wages earned by them are reduced, they become less engaged and dissatisfied with their work. Therefore, unit-based pay becomes an ineffective way to keep the employees motivated, furthermore the issue can affect the total production process and the quality of products as a result. Consequently, the company might face difficulties in achieving sustainability in business and lose competitiveness to its rivals.  From the above discussion, it becomes clear that the lack of effective reward systems in the company can lead to major issues related to employee management, hence why it can be suggested to appoint an HR specialist for managing the engagement level and performance of the employees of “Hanoi Hat”.
[bookmark: _Toc61263061]Discussion regarding contemporary reward practices that could be implemented in “Hanoi Hat” to increase employees’ engagement
Reward and punishment have a great effect on the performance of the employees of an organisation. As per the point of view of Martono et al. (2018), effective reward systems can encourage the employees of an organisation to make more efforts for achieving perfection in their works.  On one hand, different types of rewards and performance appraisal systems help enhance the engagement level of workers and keep the employees satisfied with their work conditions. On the other hand, the fear of penalties for non-performance also aids in reducing the percentage of errors in work. However, when skilled employees are not provided with any reward for their extra efforts, they usually become less interested to perform their works properly and this issue can result in the decrease of productivity of an organisation (Mendis, 2017). In Hanoi Hat Company the employees are feeling “undervalued, and that their extra effort to organisational goals (to produce the special model of short runs) has not been recognised (Armstrong, 2014). This issue gives a rise to severe dissatisfaction among the workers and impacts their engagement level. Therefore, the company needs to implement a reward system for encouraging the employees to improve their performance and job satisfaction. Contemporary reward practices that the company can implement have been discussed in this section.  
[bookmark: _Toc61263062]Total rewards
[bookmark: _Hlk61248049]Definition – “Reward is benefits provided by the employers, usually money, promotion or benefits and satisfaction derived from the job itself such as pride in one’s work, a feeling of accomplishment or being part of a team. – DeCenzo and Robbins” (Bajrachacharya, 2018)
The reward system can be categorised as a system of Intrinsic and Extrinsic rewards.  Intrinsic rewards are the intangible rewards, that are emotionally related to the employees and can be explained as the feeling of satisfaction one finds in the achievement of any task. This includes recognition, feedback, trust, and empowerment  (Bajrachacharya, 2018).   Extrinsic rewards are tangible in their nature and directly related to job performance.  There are several ways a company can reward its personnel. Some examples of extrinsic rewards are Pay, Bonuses, Fringe Benefits/ Perks, Improved working conditions, Promotions, Profit sharing, etc. (Bajrachacharya, 2018). 
The successful Extrinsic reward system is a combination of financial and non-financial rewards that form a Total Reward system approach (Armstrong, 2014). 
Figure 1. Model of Total rewards: Towers Perrin 
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(Source: Armstrong’s handbook of Human resources, 2014)
Total reward combines both monetary rewards and promotional rewards. It also includes beneficial rewards. Monetary rewards mean providing incentives and bonuses to employees related to the value of the job (for their good performance and financial recognition). The most common fixed contemporary monetary rewards are:
· Weekly wages
· Monthly / Annual salary
· Hourly-based payment rate
· Daily based payment rate
The monetary rewards can also have a variable factor, which is most common in performance-based incentives (Armstrong, 2014).  Examples of the most popular variable monetary rewards are:
· Payment by result
· Pay based on Commissions
· Service-related pay
· Team pays
· Profit-sharing
Non-financial rewards focus on “the needs of people to satisfy varying degrees of recognition, achievement, and personal growth and working conditions” (Armstrong, 2014).  Employee benefits can include specific facilities like opportunities of training and special courses, medical insurance, pension contributions, flexible leave policies, these are just some examples (Figure1) (Barik and Kochar, 2017).  The promotional rewards refer to the process of providing promotions and opportunities of growth and advancement to the employees considering their good performance and continuous improvement. It has been revealed in studies that effective implementation of the total reward system can help an organisation to increase flexibility, reduce cost, improve the performance of its employees, along with that, the total reward system also helps to retain skilled employees within an organisation (Sethi, 2020). Considering these facts, it can be recommended to Hanoi Hat Company to implement a total reward system as a tool to reward its workforce, which in a long term will improve company profitability. It is a not a wise decision on the part of the company to pay the workers less just because the production rate has reduced. 
The line managers of the company need to consider the fact that the cutters and other employees are providing extra effort for producing the special models of short runs. These extra efforts of the workers need to be valued by the company. Therefore, the company might introduce specific incentive schemes to encourage the employees to work at their best. For example, the company might pay performance incentives to the employees for producing maximum number of hats or the workers can be paid extra for producing sufficient number of hats taking minimum time. As well as performance incentives, the company likewise can provide opportunities of attending special training session for improving their skills. The opportunities of special training can be considered as beneficial reward. Along with that, the company needs to provide promotions to the excelled and efficient workers so that they can be retained easily. In this context, it needs to be said that appointment of the HR manager to execute contemporary total rewards practices’ plan is the most appropriate respond that “Hanoi Hat” should make to manage all arisen HR related affairs. Furthermore, it can be recommended to implement the system of rewards which includes the payment of fixed salary to the employees along with the profit sharing to compensate the workforce for extra efforts to learn the new skills that allowed the company to reach its organizational goals (Completion of the orders for international client) (Bailey C, 2018). 
[bookmark: _Toc61263063]Effort-reward model
[bookmark: _Hlk61169228]Effort-reward imbalance is a “theoretical model to identify a stressful psychosocial work environment and to explain its adverse effects on stress‐related health risks” (Siegrist, 2017).  This model focuses on the psychological stress of employees caused by ineffective reward system and stressful work conditions in a company. According to this academic model, an organization needs to maintain a proper balance between the efforts made by the employees and the rewards or benefits that are provided to them to reimburse those efforts. As per the point of view of Siegrist (2017), when the employees do not get paid suitably or do not get appropriate rewards to compensate their hard works, they gradually become less engaged in their work which result in low performance. In some cases, the effort-reward imbalance also leads to severe dissatisfaction and psychological stress. The dissatisfaction and psychological stress can reduce the efficiency level of the employees. In such a situation, it becomes difficult for an organization to achieve its production targets. As mentioned by Bell et al. (2017), the effort-reward imbalance also can increase the rate of employee turnover in an organization and therefore, all reputed organizations need to implement an effective reward system in order to manage the performance quality of their employees. 
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Figure 1: Effort-reward imbalance model 
(Source: Siegrist, 2017)
High workload, the pressure of a deadline, excessive responsibilities, and overtime can be considered as the indicators of high effort made by the employees. Furthermore, the inadequate salary, lack of opportunities of promotions, low esteem, and job insecurity can be considered as the indicators of low reward. The analysis of the Hanoi Hat company payment scheme shows that the current financial reward can only compensate for the original efforts that workers give to determine the usual necessary output. Owing to the fact that the recent organisational needs had workforce adapting to the changes that affected the balance between applied efforts and the level of outputs.  It is evidential, that the workers are not getting any reward for their extra efforts provided for preparing a new special model of hats. From this perspective, it can be said that there is an imbalance between the efforts made by the workers and the rewards provided to them. This conversed effort-reward imbalance leads to employee dissatisfaction and poor work engagement.  The situation can escalate into the company facing difficulties in delivering the orders of its international client. 
Consequently, the company needs to take the necessary steps for maintaining a balance between the efforts of the employees and the rewards provided to them. The company might consider offering the employees proper training for learning the new skills, methods, and technology to produce the advanced level of a product model (Fatah A, 2019).  The acquired new skills will allow the production of the new orders to be smoother. Proper training can also enhance the efficiency level of employees as they can produce more hats effortlessly. This process would help to reduce the efforts and the total time required for creating the new models of short runs. Having said that, if it is not possible for the company to deliver proper training to the employees for reducing the extent of efforts applied, the company needs to provide a fixed salary to the employees so that they feel that the company values their effort. In this process, it might be easier for the company to manage the performance of the employees by reducing their psychological stress. 
[bookmark: _Toc61263064]Importance of fixed salaries in the total reward system
In context to Maslow’s Hierarchy of Needs, a fixed salary can be perceived as a basic need of security.  As per the point of view of Ogbonnaya et al. (2017), when the employees of an organization are not provided with fixed salary, they suffer from insecurity and depression. Especially, when the employees are offered performance -related pay, they remain anxious about their income. Understandably, when employees find that they are not getting paid suitably despite making enough efforts for achieving their performance, they usually become depressed and less interested to work (Nagaraju and Pooja, 2017). Depression and anxiety can adversely affect their performance and efficiency. It has also been revealed in studies that variable salaries are considered as an indicator of job insecurity and therefore, the organisations that do not provide fixed salaries to their employee face difficulties in retaining a skilled workforce (Kinman, 2019).
The analysis of the case study of “Hanoi Hat” revealed that the company does not extend the offer of fixed salaries to the employees. The insecurity related to the wages (under need conditions, that saw a significant drop in income), extended the dissatisfaction that the workforce experience towards the management of the company. Their engagement level also decreases which might affect the quality of products correspondingly. From this perspective, it can be said that the reputation of the company likewise depends on the efficiency level and satisfaction of the employees. Similarly, the company can face difficulties in submitting the orders of its client. The study further explained, there is no interesting employment offers available in the local job market and therefore, there are fewer chances that the employees leave the company. However, if more attractive opportunities are created in the job marketplace, the majority of the employees of Hanoi Hat Company would leave the organization (Armstrong, 2014). From this viewpoint, it can be said that the company will be advantaged from fixed salaries being offered to its employees. 
[bookmark: _Toc61263065]Importance of profit sharing
[bookmark: _Hlk61176453]Profit-sharing is another effective process for enhancing the efficiency level of employees.  In this process, the employer promises to share a percentage of their profit with the employees if the employees help the company to achieve its business objectives (Baddon et al 2017). As a result, the employees work beyond their capabilities and make their best efforts for achieving their performance goals. Profit-sharing encourages employees to improve their skills for achieving their performance targets. It has been revealed in studies that profit-sharing also improves the quality of employees of working in a team for achieving shared goal of the organization. On the other hand, researchers like Kirilina and Panina (2017) argues that implementation of profit-sharing incentives often increases competition between employees where they compete with each other to produce more items to boost the earned profit. In such a situation, it becomes easier for the company to achieve its business objectives. Profit sharing, similarly, improves the engagement level in works; the quality of produced items also advances that helps an organisation to achieve a competitive advantage over its rivals. It has been revealed in studies that profit-sharing practices help retaining skilled employees within the organisation as a workforce has a feeling of ownership and loyalty.  Profit-sharing also “can be used to supplement company retirement contributions” (Bruce, 2014).  Profit-sharing practices can be easily integrated with other reward and recognition systems (Bruce, 2014).  Although profit sharing is a costly measure of employee management, large and reported organisations are implementing this policy for achieving competitiveness in the industry and avoiding HR-related issues (MAKUSHKIN, 2019). Hanoi Hat Company might take a decision to implement profit-sharing process for enhancing the interest of employees to produce more units of caps and hats, in return, it will increase the productivity of the company. 
[bookmark: _Toc61263066]The argument for reward practices to be introduced through the HR department
The line managers of Hanoi Hat Company do not want to appoint an HR manager for retaining their influences on the employees and find the reward practices a costly exercise. As an MBA achiever, the general manager of the company understands that the approaches to reward management have a strategic character i.e., “strategic reward takes a long-term approach to how an organisation’s reward policies and practices can support its business objectives” (CIPD, 2020). 
Figure 3. Strategic Reward as a part of Business organizational strategies
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(Source: Armstrong’s handbook of Human resources, 2014)
It is advisable for the line managers to attend an educational course as part of the CPD process to understand the role of strategic reward and “the concept of 'total' reward that covers all aspects of work that employee value, both tangible and intangible” (CIPD, 2020). The General Manager should be able to present the facts to the line managers “that as the company grows it will become challenging to address the altering human resource dynamics and wants” (Rothenberg, 2017).  The academic approach will help line managers to understand that if the employees are dissatisfied with the organisation, they would not perform their works properly. This would affect the business. Therefore, the company might implement profit-sharing process or fixed salary to manage their performance and retain them within the organisation. In this framework, the appointment of an HR manager to undertake the HR-related issues is a necessary step that the company must take to advance its business goals further. Alternatively, one of the excelled line managers supported by academic and practical training can undertake the HR responsibilities and establish best HR practices to resolve the issues related to employee’s remuneration, job satisfaction, personal and professional development and to implement a suitable reward system for managing the employees. 
[bookmark: _Toc61263067]Conclusion
The report is highly focused on the employee management issues of Hanoi Hat Company that is a small manufacturer of hats and caps in Vietnam. The company pays the workers as on a piece-rate basis and therefore, the workers get fewer wages when the production rate reduces. Therefore, the employees are dissatisfied with the organisation. From the above study, it can be concluded that the company needs to provide fixed salaries to the workers for honoring their efforts for making new models of short runs for the reputed sportswear company. The company also can implement profit-sharing process so that the employees grow interested to produce more short runs within a limited time. Additionally, the implementation of a total reward system can also be beneficial for the company. By implementing the total reward system, the company can introduce special incentives for producing a maximum number of products within the provided time. The company also needs to provide opportunities for promotion, training, and advancement to the skilled employees so that they remain satisfied and engaged in their work. 
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