Managing People and Organisations
Communicating the Value of Reward
Public sector should use ‘total reward’ to keep talent
The public sector should be communicating the value of total reward better to its employees in order to retain top talent, the CIPD’s reward conference heard yesterday.  Otherwise, public services risk losing talented staff to the private sector as it emerges from the recession and begins to increase salaries, delegates were warned.

Gillian Hibberd, president of the Public Sector People Managers’ Association, told the conference that the public sector should be strengthening its approach to total reward in the face of huge national spending cuts.

‘For years the public sector has not grasped the opportunities that total reward can bring,’ she said. ‘I think we are simply not good enough at communicating the total value of packages.’
She cited pensions – 90 per cent of which are still final salary schemes in the public sector – as a ‘prime example’, and also highlighted the generous holiday entitlement, training and car parking allowances that public-sector workers are entitled to.

She explained that employees often did not recognise the value of non-cash components of reward packages, but benefits accounted for 24 per cent of total remuneration in the public sector – compared with the private-sector figure of 13 per cent.

Hibberd, also corporate director of people, policy and communication at Buckinghamshire County Council, added that her organisation had just agreed a 0 per cent pay increase for 2011, which meant that communicating the value of benefits was even more vital to engaging the workforce.

Dusty Amroliwala, director of HR services at the Home Office, also advocated ‘smarter, more effective communication’ of total reward packages – including welfare support and employee assistance programmes – saying they should be ‘exposed and promoted’. He added: ‘People don’t properly understand the value of the non-remuneration features of being a member of the public services.’
While it is also widely argued that the current cost of public-sector pension schemes is not sustainable across the board, Geoff Winnard, head of non-medical pay at NHS Employers, warned against sweeping reductions in that area.

‘If there is not much money for pay increases in the public sector, pensions are one of the things that should help recruit and retain staff in the future,’ Winnard said. ‘If there is a requirement to start attacking pension schemes as well, I think it will remove an important part of the attractiveness that we need to maintain in the public sector.’
He also highlighted the significance of attempting to avoid cuts to training and development budgets, as the public sector would ‘need the remaining staff we have to deliver new ways of working and develop new skills’.

Source: Stevens, M. (2010) Public sector should use ‘total reward’ to keep talent.  People Management.  25 February 2010.  London: CIPD.

Creative non-cash rewards ‘drive key staff behaviours’

Employers on a tight reward budget could get more value for their money by investing in non-cash rewards to recognise staff, a leading reward expert is set to tell the CIPD Annual conference next week.

Michael Rose, director of Rewards Consulting and former Vice President Reward for the CIPD, believes that while non-cash rewards are not a substitute for pay they can provide more meaningful recognition than money if they are used in a creative way.

Speaking to People Management (PM) ahead of the Manchester conference, he urged employers to spend some of their bonus money on this type of reward as the benefits could far outweigh the costs.

‘The reward items you give to individuals to recognise good work do not need to be high value,’ he explained.  ‘It’s the message that is important here.  By recognising best practice or staff behaviours that benefit the organisation with a non-cash reward, like a bottle of champagne, chocolates, or an extra day off work, you are reinforcing the great work that people do.  You can let your imagination go.  But the critical thing is it does not have to be high value.’
These rewards work best when the item is personalised, Rose said, as it adds value for the individual.

‘For example, if you gave a very highly paid employee a bonus of £100 they would be insulted. So how can you incentivise with that amount? To leverage the money, rather than giving them the cash amount you give them a bottle of champagne and the perceived value changes to become much more.

‘I’m not saying don’t give people pay or bonuses but there’s something about a tangible reward like that that can become more acceptable than cash.’
According to Rose, employers are doing this more and more.  ‘It’s becoming particularly prevalent as a method of recognition because employers are thinking about what they can do to recognise extra effort even though they have not got much money.’
He highlighted one London council as a prime example of an employer that recognises and rewards staff without blowing its budget.

‘Haringey Council don’t give a material reward, they just give staff a certificate.  But the message is key here; this employer may not have the money to spend on high value items but they have emphasised the actual recognition with certificates.  These rewards are given when a staff member is praised by a customer, so it reinforces positive behaviours.  The hotel and service industry also use this form of reward.’
Source: Churchard, C. (2011) Creative non-cash rewards ‘drive key staff behaviours’.  People Management.  1 November 2011.  London: CIPD.

Questions

1. Please critically discuss the benefits that adopting total reward systems might have for organisations.

2. What role do line managers play in the communication of reward decisions?

3. In what ways do you think poorly designed reward systems might impact on employee performance and motivation?
Feedback

1.
Please critically discuss the benefits that adopting total reward systems might have for organisations.
When answering this question it is important to stress that total reward systems will enable organisations to communicate the full benefits of their reward packages.  The first extract provides a useful example of this where public sector employees receive enhanced holiday entitlements, pensions and training.  If these organisations were to communicate only the base pay that they offer, employees would not grasp the total value of their reward packages.

From the second extract it can be argued that total reward packages can be targeted to drive key staff behaviours.  Total reward systems that emphasise the value of ‘non-cash’ rewards can help to build employee motivation and commitment because these rewards can help to more clearly show that the organisation recognises achievements and performance.

2.
What role do line managers play in the communication of reward decisions?
Line managers play a crucial role in the communication of reward decisions.  It is very important to understand that line managers have the most contact with employees and must embody the values of the organisation through their communication and behaviours.  Within the first extract it was said that where a 0 per cent pay increase was agreed for a particular year communicating the benefits of the wider reward package was even more important.  This is where line managers come in.  These individuals must take time to explain reward decisions and communicate the wider benefits that organisations offer in order to ensure continued staff engagement and commitment.

3.
In what ways do you think poorly designed reward systems might impact on employee performance and motivation?
In the second extract it is said that ‘non cash’ rewards work best where an item is personalised as it adds value for the individual.  The crucial point here is that poorly designed rewards or reward systems can significantly impact on employee motivation and performance because they can harm employee commitment and engagement.  Effective design and clear communication are of vital importance to the success of reward systems.  The end of the second extract provides a good example of this where Haringey Council did not provide employees with a material reward; they just gave staff a certificate to highlight an achievement.  If part of a wider strategy and backed up with appropriate communication this sort of strategy can be successful.  However, organisations that try to implement this sort of strategy without linking it effectively to their reward framework risk alienating employees and undermining the psychological contract between them.

