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Introduction
[bookmark: _GoBack]The relationship between an employer and employee is primarily determined by the rewards and incentives paid out to the latter. So, it is easily understandable that poor rewards and incentives will dissatisfy the employees, while effective incentive strategies would motivate them (Bailey, Mankin, Kelliher and Garavan, 2019). It is the responsibility of an organisation to develop a proper incentive plan to retain and maintain a motivated workforce.
[bookmark: _Toc44543466]Current reward practice at Hanoi Hat Company
The current reward practice at Hanoi Hat Company is referred to as the performance-based pay. Performance-based pay involves compensative employees based on the level of their performance or production outputs (Bailey, Mankin, Kelliher and Garavan, 2019). As evident in the case, the company pays the employees for the units of hats they manufacture. This is a traditional incentive strategy which is based on the idea that employees would perform better if they are rewarded for the level of their outputs (Compton, Baird and Nankervis, 2002). It is suggested that by linking the rewards with the output levels, the organisation will be able to drive the employees towards greater levels of output. On the contrary, the wages of the employees will decrease with the reduced level of outputs they generate (Fatah and Suhandini, 2019). The effectiveness of this strategy has always been questionable because the outputs not only depend on the efforts of the employees, but actually, it depends on many other internal and external factors. 
The Human Resource Management Journal published in 2017 had revealed that “workers whose pay are tied to individual or company-wide performance (performance-based pay), work harder, but they also end up with higher physiological and psychological stress, and lower levels of job satisfaction”. Another study conducted by Walsh H. (2019) revealed that employees’ whose pay are solely linked to their performance or level of outputs demonstrate higher levels of demotivation or dissatisfaction at work. The SHRM report findings suggested that organisations that offer unit-based pays to their employees suffer from poor employer branding, and they are perceived exploitative among the employees (Ivancevich, 2018). 
In the given case for instance, unit-based pay requires employees to produce more units to get paid more. However, it does not consider the disruptions in the workflow caused by internal and external factors (Kinman, 2019). In this case, the need to develop new skills is the disrupting factor to the level of outputs. If the employees have to learn new skills or use new machineries every time they are working on a different unit of products, then they would not be able to produce the same level of outputs which they used to before (Lardner, 2015). Therefore, the performance-based reward or unit-based reward becomes very ineffective to keep the employees motivated. 
A more modern theory of need is the goal setting theory by Edwin Locke. According to this theory, goals should be linked to task performance. Studies suggest that employees tend to show greater drive towards achieving the goals, when these goals match the task performance they demonstrate. The theory also suggests that in order to drive employee performance, goals need to be realistic, achievable, specific, and challenging (Kinman, 2019). 
[image: Goal Setting Theory of Motivation - online presentation]
Figure: Goal setting theory
On the other hand, to ensure employees partake in goal achievement, self-efficacy and goal commitment should be the traits they demonstrate. In the given case of Hanoi Hat, the management should assign goals that drive the performance of the employees, and avoid setting goals that would cause rewards to be changed with the changes in the work orders (Toriumi, Yamamoto and Okada, 2016). Therefore, a more strategic approach should be taken when it comes to setting goals for the employees, and targeting their participation without risking their motivation by linking unrealistic reward plans.
[bookmark: _Toc44543467]Contemporary reward practices
First of all, it should be noted that reward systems are mainly categorised as intrinsic rewards and extrinsic rewards. Extrinsic rewards are the concrete rewards that the employees receive. This involves salaries, bonuses, promotions and gifts (Pepper, Gore and Crossman, 2012). Intrinsic rewards include the ones that are aimed at the personal satisfaction of the employees. This includes the feedbacks, recognitions and trust or empowerment. Studies suggest that contemporary reward practices are aimed at employee motivation through the combination of intrinsic and extrinsic rewards (Shi, 2016). 
The extrinsic reward practices are further categorised into fixed rewards and variable rewards. Fixed rewards are when the employees get a fixed amount of incentive per day/week/month regardless of the level of their performance (Toriumi, Yamamoto and Okada, 2016). This is an essential reward system for jobs that do not necessarily involve any tangible outputs. Following are some contemporary fixed reward types;
1. Hourly rates
2. Day rates
3. Weekly wages
4. Annual salary
Variable rewards are those which involve paying the employees based on the level of their outputs, performance or the profits they generate. Performance based incentives as discussed earlier, is a type of variable reward (Abouleish, 2008). Following are some popular variable reward types;
1. Piece work pays (as followed in Hanoi Hat Company)
2. Commission based pay 
3. Small group incentives.
4. Gain sharing
5. Profit sharing (could be in cash or share) (Abouleish, 2008)
[bookmark: _Toc44543468]Total Reward 
A popular contemporary reward practice is the total reward plan. It involves a holistic approach to determining the rewards for the employees (Anthony, Perrewe and Kacmar, 2013). According to Redman and Wilkinson (2006), total reward combines the elements of traditional reward practices with the contemporary demands such as career advancement opportunities, need for recognition, and other intrinsic expectations. This also includes combining fixed rewards with variable rewards to offer a handsome incentive plan, which would motivate the employees.
Total rewards have many benefits to an organisation, which include increased flexibility, reduced costs, recruitment and retention, and enhanced profitability. With total rewards strategy, employers can flexibly reward their employees, and attract skilled employees during recruitment (Anthony, Kacmar and Perrewe, 2001). This strategy complements the organisation’s strategies and objectives as well. Thus, it is popular among most organisations. 
In the given case of Hanoi Hat, for instance, total reward would involve paying the employees a fixed salary along with cash profit sharing, and complementing them for their efforts to learn new skills and techniques to complete the recent work order received by the company (Bailey, Mankin, Kelliher and Garavan, 2019). This will boost their motivation at work, and they would likely ignore any decline in their salaries due to the nature of the newly received order. 
[bookmark: _Toc44543469]Effort-reward model
The effort-reward model suggests that rewards should complement the efforts for ensuring job satisfaction. When the efforts exceed the level of rewards, or when the rewards do not justify the efforts, then the employees perceive exploitation, which leads to lack of loyalty towards organisation, poor work performance, and the lack of commitment (Bailey, Mankin, Kelliher and Garavan, 2019). The effort-reward model suggests that efforts need to be complemented by rewards. 
This model is particularly relevant to the case of Hanoi Hat Company because the organisation pays out rewards thinking that the efforts of employees are being rewarded, but in fact, efforts are not necessarily determined by outputs (Boselie, 2019). If the case study is analysed, the workers at the company are in fact, giving their usual efforts at work, but due to the organisational needs, they had to adapt to certain changes which affects the level of outcomes from the efforts. The model helps acknowledge the adverse effects of the effort-reward in balance. According to this theory, the employees perceive stress when their efforts exceed the justified level of rewards (Compton, Baird and Nankervis, 2002). 
In reference to the given case study, if the organisation is to reward its employees for their efforts. Then this will also include rewarding them for their efforts to learn new technologies and methods to manufacture a more advanced line of products (Fatah and Suhandini, 2019). This necessarily does not need to be extrinsic rewards, but it can be intrinsic reward as well. For example, appraising an employee’s speed of learning, their contributions to the outputs of the company after learning new techniques, and their commitment in learning should be rewarded with appreciation from the management, positive feedbacks, recognition from the line managers etc. These extrinsic rewards boost the level of motivation among the employees (Ivancevich, 2018). 
[bookmark: _Toc44543470]Importance of fixed salaries in the total reward system
The employees at the case study are the staffs directly involved in the production process. The organisation needs to offer them fixed salaries rather than performance based or unit-based rewards (Kinman, 2019). The fixed salaries will benefit both the organisation and the employees. It helps budget the wages to be paid throughout the accounting year, and it helps create a general assurance across the workforce regarding the expected pay. The employees, thus, perceive greater pay-security and the engagement between the organisation and the employees improve (Lardner, 2015). 
One of the reasons why the workplace dissatisfaction has been evident at the organisation is because the workers have experienced a drop in their salaries. If they were paid a fixed pay, then they would have received the same pay even when their unit output rate had dropped due to the training procedures for manufacturing the new work orders (Lardner, 2015). According to Smith and Mark (2004), fixed pay acts as a hygiene factor among employees, which means that the employees would be dissatisfied if there is no wage security, but its presence would not act as a motivator either. But according to Maslow’s hierarchy of needs, wage security is a basic necessity for an employee, which if left unfulfilled, would lead to job dissatisfaction and higher employee turnover (Lundy and Cowling, 2004). 
The performance-based reward at the company had a certain advantage which was that the employees felt the need to manufacture more to get paid more (Pepper, Gore and Crossman, 2012). In case of fixed pay, they would not have performed with the same level of intensity because the rewards they would receive would be the same as before (Mello, 2019). Therefore, total reward system incorporates other intrinsic and extrinsic rewards with fixed pay. 
[bookmark: _Toc44543471]Importance of profit sharing in the proposed total reward system
Total reward system may include different variable pays with fixed pay to boost the performance level of the employees with additional financial rewards (Pepper, Gore and Crossman, 2012). In the given case of Hanoi Hat Company, profit sharing could be an effective strategy to reward the efforts of the employees. The new work order will generate a great deal of profits for the company. Therefore, the organisation needs to reward the employees based on their contributions to the profit gained from the new work orders (Shi, 2016). Otherwise, the employees will feel undervalued and would not contribute to the organisation with the desired level of performance. Profit sharing will shift the evaluation of performance from unit-based payments to effort-based payments in conjunction with fixed pay that guarantees an expected level of incentive (Toriumi, Yamamoto and Okada, 2016). Thus, the total reward system at Hanoi Hat Company should include fixed pay added with profit sharing reward plan to compensate the employees.
How the General Manager can persuade the line managers that the introduction of these reward practices can add value to the business
The managers at the company need to acknowledge the importance of necessary changes which would add value to the organisation (Toriumi, Yamamoto and Okada, 2016). The company operates in a competitive industry, and it is crucial that their performance is in pace with the demands of the competition. Therefore, line managers need to adapt to necessary changes. As a leader, the general manager has the responsibility to ensure that the line managers are informed of the importance of the changes, and the needs of organisation (Abouleish, 2008). 
First of all, there should be a clear and transparent communication structure across the organisation to facilitate changes. Hanoi Hat Company needs to inform the relevant changes across the workforce so that they would know what to expect (Anthony, Kacmar and Perrewe, 2001). Studies suggest that most change initiatives fall apart due to the lack of communication across the team and the organisation (Abouleish, 2008). 
Secondly, Kotter’s change management model can be followed to bring the necessary changes in the organisation. Thus, the first step would be to create urgency in the current situation. The general manager will form a team of the line managers who will be informed of the changes in the reward system, and will enforce the new system in their respective departments (Anthony, Kacmar and Perrewe, 2001). Thirdly, a strategic vision should be initiated at the organisation. The proposed reward system needs to be aligned with the goals and objectives of the company. Thus, the management will ensure that the employees are rewarded so that they would be motivated to contribute to the goals of the company (Anthony, Perrewe and Kacmar, 2013). The suggested actions will be enforced by removing barriers such as the expectation among the employees regarding payments based on the number of units produced. This can be made possible by securing an open dyadic communication between the management and the employees. Then the line managers will create short term goals to achieve the objectives (Bailey, Mankin, Kelliher and Garavan, 2019). For example, target a greater level of commitment from the workforce after informing them of the new total reward system. The change will then be sustained after the workforce has adapted to the new reward system. Thus, the general manager at Hanoi Hat Company can inform and enforce the proposed total reward system at the organisation (Fatah and Suhandini, 2019). This will help persuade the line managers about the significance of this system to improve the employee performance at the company.
In addition Hofstede’s model of cultural difference can also contribute to changes to Hanoi Hat Company.  Hofstede’s specify that culture is the collective programing of the mind which distinguishes the members of one human group from another. Hofstede identified 6 worldwide values occurring in different countries. (Hofstede model 1980).
The reason for taking change management initiatives upon the evaluation of Hofstede’s cultural dimensions is because it helps understand how a majority of the people will react to the changes, and how their responses can be driven in a more positive way.
[image: ]
Figure: Hofstede’s cultural dimensions (Vietnam) (Vietnam - Hofstede Insights, 2020)
Power distance: As it can be observed in the above illustration, the people in Vietnam usually acknowledge power distances, and accept the inequalities in power. However, they also reject stricter power distances. Therefore, proper leadership with adequate control and support tactics would help facilitate the change management process. 
Individualism: People in Vietnam are less individualistic and more collectivist. Therefore, when introducing any change, it is important to target the attention of the larger workforce rather than individual’s separately, and more importantly, when bringing changes, the management should target group responses. 
Masculinity: Higher masculinity is featured by the traits of competition, achievement and drive for success in the society. However, Hanoi Hat workers would demonstrate tendencies towards achieving a quality of life, and less assertiveness. This will make changes easier to introduce because employees with higher drive for competition and achievement show greater concerns towards changes.
Uncertainty avoidance: Hanoi or Vietnamese people rank lower on uncertainty avoidance. This means that they prefer to take risks for higher returns. Therefore, when introducing new reward policies, the employees should be kept informed and assured that the changes will benefit them rather than putting their incentives or jobs into risks.
Long term orientation: People in Vietnam are somewhat long term oriented. Therefore, when introducing changes, the management should inform the employees about both the long term benefits and the immediate benefits that the changes in the incentive policies will have for them (Vietnam - Hofstede Insights, 2020). 
Thus, the findings of the Hofstede’s cultural dimension provide useful insights on the expected behaviours of the employees which they can demonstrate when faced with changes in the workplace. For the most part, it is obvious that the employees in Hanoi Hat Company could show less resistance towards the changes in the reward policies if introduced properly. 

[bookmark: _Toc44543472]Conclusion
The report presents discussions on the theories and models of reward practices which should benefit the organisation with its reward policies. The current reward system at Hanoi Hat Company is evidently ineffective to keep its workforce sustained. The organisation, in fact, has an obsolete HR system that does not meet the needs and expectations of the workforce. It is important for the organisation to change how the HR functions are handled by the administration. The HR functions should be dealt by a specialised HR manager. Meanwhile, the company should maintain a total reward system, and implement HR policies that complements and improves the efforts of the employees. Motivation of the workers is crucial for the organisation to perform competitively in its respective industry. Therefore, changes need to be made to ensure that the HR functions and the reward systems are updated with the recent changes and industry best practices. 
[bookmark: _Toc44543473]
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