CASE: Sorting remuneration after a take-over

Caled-IT is an IT consultancy firm. It provides software solutions for a range of clients mainly in the private sector. The firm employs just over 100 staff, 80% being software experts, and the rest mainly management, marketing and administrative support staff. The firm has a good history of employee relations; the management and working style are open and consultative; pay tends to be above the market rate but there is no formalised structure (pay depends on expertise); there are bonus payments for all when business is good; there is no formal performance management system; and there are a range of flexible working arrangements in place. 

The company is very successful, and is about to take over another software company, Softsolutions, which will double the workforce.  Although Softsolutions is similar to Caled-IT in business, customer profile and staff composition, it is quite different in terms of employee relations, management style and compensation. Management is more direct, relationships with staff more formal, pay levels are somewhat lower than Caled-IT with a bonus being unheard of, working arrangements are fixed, and the general benefits package for staff is of lower value than that at Caled-IT. Having said this, staff enjoy 5 days more annual leave each year.

The Caled-IT directors are keen to consider some alignment of reward practice to signal that everyone is part of one, new organisation, but are concerned about the costs involved if were to retain the most attractive aspects of each company’s package and extend to all staff.  They are also reluctant to align basic pay levels, as they are concerned that the skill-level of Softsolutions staff may be below that of the Caled-IT workforce.

(Adapted from Barclay, J. CIPD Case Study Club)
Question:
You have been approached by the Caled-IT directors, who would like your advice on their people strategy moving forwards, what would you recommend? 

Feedback:
You may have considered some of the following:

· Open communication channels.  You could reinforce the Caled-IT culture of consultative management by encouraging feedback on remuneration proposals.

· Introduce a formal performance management system, and ensure that basic pay levels for all are linked to performance.  This will allow management to compare the skills-levels of all employees and ensure salaries are paid accordingly.  It should also ensure that employees feel that pay is being determined fairly and equitably.

· Extend the flexible working arrangements to all employees, as this is likely to be popular with staff and will not incur costs.  If there are concerns about having adequate staffing levels at certain times, teams could be given control over managing their own arrangements.  As well as ensuring adequate coverage, this could also foster team-working and prove popular in terms of giving employees greater autonomy.
· Continue with the bonus payments, as these encourage team-work and discretionary effort (as they are only paid when organisation performance is high).

· To align benefits, a flexible benefits system could be introduced.  Employees would all be given a set allowance (cash-value) for their benefits package, but would be free to choose the exact composition from a menu of options.  This menu should include all of the provisions previously offered by Caled-IT (range of benefits) and Softsolutions (extra holidays). This should ensure that no one feels they are losing a previously valued benefit, but that costs are kept in check.  Again, it also allows autonomy which is attractive to employees.
· Introduce a new training scheme, communications forum, or staff magazine - something that can be promoted company-wide and get all employees engaged and interacting.

