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Why	reward	needs	to	
change
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How	the	Romans	did	it	.	.	.	.
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Money	is	changing
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The	GDP	numbers	are	from	the	“Maddison	Project”	based	on	the	work	of	the	economist	Angus	Maddison.

Industrial	
Revolution

Digital	
Revolution

Money	used	for	necessities

Money	used	for	
improved	
lifestyles	and	
enhanced	status
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Jobs	are	changing
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20th
Century	
Jobs

New	jobs	
requiring	

creativity	and	
interpersonal	

skills

Robots	
and	

computers

Simple	
Manual	
Jobs
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The	employment	relationship	is	changing	
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Job size Market 
rate

Performance

Reward
system

Private	sector	
• Marked	practice
• Pay	review	processes	linked	

to	budgets
• Bonuses

How	reward	is	managed
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The	knowledge,	
skills	and	
responsibilities	
of	the	job

Public	sector
• Job	evaluation
• Pay	increases	linked	to	pre-

defined	pay	scales
• Generous	pension	and	

benefits

Individual	skills	and	
competencies

The	achievement	of	
annual	performance	
objectives

The	amount	
paid	for	similar	
jobs	by	other	
organisations
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A	new	model	for	
thinking	about	
reward
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How	do	people	feel	about	what	they	are	
paid?
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and	indifferent

Threatened!OR



Pay	
Benefits

Share	incentives
Training		and	
development

Status

Certainty

AutonomyRelatedness

Fairness

10

Intrinsic	and	extrinsic	reward

Extrinsic	Reward	

Intrinsic	Reward

Threats

The	Intrinsic	Rewards	are	based	on	David	Rock’s	SCARF	model
©	Daniel	Hibbert

Extrinsic	rewards
• Work	best	when	

employees	don’t	think	
about	them

• Must	optimise	intrinsic	
rewards,	and

• Should	never	be	a	threat	
to	intrinsic	rewards



How	the	“market”	for	pay	works

Prospect Theory: An Analysis of Decision under Risk - Daniel Kahneman and Amos Tversky - 1979

Gains
Outcome

Value

3
Losses

Reference 
Point
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Market	rates	of	pay	do	
not	capture
• Individual	contribution	
• Complex	and	unique	jobs
• Location
• The	value	of	intrinsic	

rewards

Pay	below	the	
Reference	
Point	leads	to	
significant	
loss	of	value

Pay	ahead	of	the	
Reference	Point	
adds	little	value
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Reference	Point	for	pay	decisions	
based	on	market	intelligence	and	
expectations.	This	increases	each	time	
a	decision	is	made.



Reward	cannot	be	managed	like	a	clock
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• The	impact	of	reward	programmes	is	not	proportionate	
to	the	effort	or	money	that	goes	into	them

• Reward	is	part	of	complex	ecosystem	in	which	intrinsic	
and	extrinsic	reward	need	to	work	together

✓
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Some	practical	ideas	
for	making	reward	
work	better
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Four	ideas	for	better	reward	management

1. Pay	structures	based	on	the	type	of	job

2. Be	clear	about	the	purpose	of	performance	pay	

3. Manage	employee	expectations

4. Small	things	to	move	the	cloud
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Retention	model
The	job	requires	specialist	skills	that	are	
not	readily	available	in	the	external	
market

Low	starting	pay	that	increases	
incrementally	as	the	employee	gains	in	
expertise	in	the	job

Market	model
Skills	are	available	and	long-term	career	
opportunities	with	the	employer	are	
limited

A	single	rate	of	pay	aligned	with	the	
external	market

Contribution

model

The	job	is	flexible/broadly	defined	and	
the	capabilities	of	the	employee	have	a	
big	impact	on	the	results	achieved

Pay	is	varied	according	to	the	
contribution	that	the	employee	makes
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1.	Pay	structures	based	on	the	type	of	job

Long-term	career	opportunities	are	
available	for	those	who	develop	within	
the	career	path

Talent	Model

A	pay	framework	that	rewards	expertise	
and	progression	through	the	career	path

Pay	structure

Career model
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Easy

Difficult

2.	The	purposes	of	performance	pay
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1. Reflect	market	practice	and	recruit	and	retain	talent

2. Align	reward	with	organisational	performance	and	
communicate	priorities

3. Reward	employees	fairly,	based	on	their	individual	
contribution

4. Create	an	incentive	for	improved	performance
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• Teachers	and	doctors

• Waiters	and	similar	customer	
service	roles

• Managers	(without	a	profit	
centre)

• Professional	services	roles

• Postal	workers

• Bus	and	train	drivers

• Manufacturing/production	jobs	
(which	require	team	working)

• Cleaners

• Simple	back	office	administrative/	
customer	service roles

• Members	of	the	Armed	Forces

• Security staff

• Sales	roles

• Manufacturing/production	jobs	
(where	outputs	are	simple)

• Managers	(with	a	profit	centre)

• Senior	executives

Individual	
performance	
cannot	be	
differentiated

Individual	
performance	is	
hard	to	
measure.	

Jobs	that	are	
most	suitable	for	
individual	
performance	pay
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Rewarding	individual	contribution



Optimal	
level	of	pay
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3.	Manage	employee	expectations
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£1,000

Low HighEmployee	engagement	

Expectations

£2,000

£0

• The	Reference	Point	in	
Prospect	Theory	is	derived	
from	employee	
expectations	

• The	optimal	reward	
decisions	are	those	that	
meet	or	narrowly	exceed	
expectations

• Managing	employee	
expectations	is	as	important	
as	managing	the	reward	
itself



4.	Small	things	to	move	the	cloud
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• Give	employees	choice	where	possible

• Use	discretionary	recognition	schemes

• Get	rid	of	small	inequities

• Enable	line	managers	to	talk	about	reward
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Questions?
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Contact
Daniel	Hibbert

Email:	 Daniel.Hibbert100@gmail.com

Tel:	 07711	599496


