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Remuneration Management Program
Executive summary
The purpose of this project is to come up with the best remuneration plan for the "Worlds Best Tool Company", which is facing a lot of competition from its competitors and has to come up with new method (s) of coating. The company specializes in coating cutting tools like drilling bits and cutting blades. The company has to come up with new coating methods with the help of its employees. The employees need to be motivated to develop new ideas that can help the company where the coatings might be applied. This project identifies various compensation plans for the employees, including individual incentive plans, group reward systems, training and development, and rewarding risks through bonuses and benefits. Various problems are associated with these remuneration plans. The problems include high cost of labor, low profitability, unhealthy competition between employees, and poor-quality work. After assessing the pros and cons of each, the project recommends that the company use a group reward system as the compensation plan for its employees. 
Introduction
Different companies use different methods to reward their employees for their well-done job. Each compensation plan has its merits and demerits. Compensation plans are meant to motivate employees in the workplace, encourage creativity and innovation, give employees a sense of belonging and promote faster completion of tasks. With proper remuneration plans like bonuses, employees will work harder and faster to get the incentives. This is advantageous to an organization because tasks will be completed faster than expected. Additionally, employees can come up with new ideas that are helpful to the company when promised incentives and bonuses. For example, The Worlds Best Tool Company is looking for new coating methods to maintain its competitive edge. With proper compensation plans, employees can come up with ideas for developing new coating methods. This paper explores the various compensation plans that “The World’s Best Tool Company” can use to beat its competitors and proposes the best one to use. 
Internal environment
The internal environment of an organization is composed of elements within the organization. Internal environment factors include management policies, value systems, labor management, and organizational culture. One of the most crucial elements in an organization is the management policies. Policies guide the overall conduct of employees in the organization. The success of an organization depends on the policies made by the senior management. Some policies can be harsh to the employees, leading to a lack of employee motivation hence low labor productivity. Polices mainly major on the management style/leadership style adopted by the organization. There are various leadership styles that an organization can adopt. These include democratic, autocratic, transformational, servant, and laissez-faire leadership. Each of these styles has its merits and demerits. Democratic leadership involves employees in the decision-making process. It is a leadership style where a leader considers the feedback from the servants before making the final decision (Vasilev et al., 2017). Employees feel they are appreciated and are part of the organization. This leadership style promotes creativity and innovation. "The World's Best Tool Company" should embrace democratic leadership so that employees can freely share their ideas on the best coating methods for the company. 
The other factor in the internal environment is labor. The success of an organization is dependent on the skills, capabilities, commitment and attitudes of its employees. An organization requires skilled and semi-skilled labor. When human resources are managed well, organisational success is inevitable.  Employees need to have the skills and knowledge to perform their duties effectively. Organizations with skilled labor are bound to be successful than those with little skills. Such employees are likely to come up with creative ideas that can help the company develop new coating methods. 
The value system is another internal factor that includes the ethical beliefs that guide an organization in achieving its mission. The value system is crucial because it determines the organization's behavior towards its employees, clients, and society. Organizations should promote integrity, honesty, hard work, loyalty, trustworthiness and shun vices like corruption and fraudulence. For example, due to a company’s value system, it will only use ethical means to develop new coating methods. 
External environment
External environment factors are beyond the organization’s control. They include technological factors, social factors, political factors, competition, demographic, and economic factors. The main factor in our case of “The World’s Best Tool Company” is competition. The company’s competitors are developing new coating methods and new applications for the coating. The company has to come up with new coating methods; otherwise, it might be kicked out of the market by its competitors. Although competition is out of a company’s control, it determines its success or failure. 
The other external factor relevant to ‘the world’s best Tool Company’ is technology. Advancement in technology provides new and efficient means of doing things. The company has to adopt new technologies to match its competitors. Production with new technology is fast, cheap and efficient. These benefits are transferred to the customer through lower prices. If the company does not adopt the new technologies, its competitive edge will be lowered. 
Organization motivation
Employee motivation is key to any organization as it helps increase labor productivity (William, 2010). Motivation can be in the form of incentives or financial. Incentives make employees do their best in the organization. Always look for ways to keep the employees happy. In such a way, the employees will have a sense of belonging. When incentives are given, 85% of workers feel more motivated to do their best. Incentives include tuition reimbursement, holidays, and flexibility in work schedules. Incentives work to leverage human behavior. These programs can increase employee performance by as much as 44%. When employees are rewarded frequently, they work hard and are more motivated to complete their tasks quickly (William, 2010).  This helps the organization to achieve the established goals and achieve a better success rate. In the case of the company in question, employee motivation will encourage employees to be creative and come up with ideas of developing new coating methods that can help beat the company’s competitors. 
Compensation/Remuneration plans
World’s Best Tool Coating Company can come up with the following remuneration plans for its employees. The company should introduce benefits that motivate the employees to be creative and innovative. The company can reward employees that develop new ideas that help the firm beat its competitors. 
Rewarding risks through bonuses and benefits
Taking risks in business is inevitable. The senior management in the company should be rewarded for taking on risky undertakings that could help beat the competitors. New ideas should be embraced even if they look risky. Any idea generated by employees to improve coating methods should be rewarded through bonuses. Benefits can include paid time off and vacation. 
Training and development
The company can come up with training programs for its employees. This will improve the skills and knowledge of the employees. Through training, the employees can get the skills to develop new coating methods (William, 2010).  The company can announce that whoever comes with a better method or idea of developing new coating methods will be given a certain bonus. This will attract many ideas with every employee trying to come up with their ideas. The company can choose the best idea for developing new coating methods from the pool of ideas that will come. 
Group reward system
The company can introduce a group reward system that will motivate the employees to be innovative. Group reward system rewards the entire employees for their good job rather than individual performances (London & Oldham, 1977).  Group reward system will motivate employees from various departments to create new devices for developing new coating methods. This will improve the company's overall performance, which will enable the company to beat its competitors.
Individual incentive plans
An individual incentive plan is where an employee is paid an incentive based on individual performance (London & Oldham, 1977). Under this plan, employers pay incentives to employees who produce more than the output. These plans are either production-based or time-based. The latter occurs when a time standard is set for the completion of a certain task. An incentive is given if the worker completes the task before the set time. Such a worker is considered efficient and is awarded for their efficiency under the individual incentive plan. An example of an individual incentive plan is the Halsey Incentive Plan, where a standard time is fixed to complete a job. Halsey Incentive Plan guarantees a minimum base wage to every worker. An incentive is only given if the worker completes the task in less than the standard time. The incentive is equal to 50% of the time saved by the employee. 
Possible problems and possible solutions 
The above remuneration plans to promote employees may create some problems to the organization, such as: 
High labor costs
The introduction of incentive plans, whether financial or nonfinancial, will definitely increase the company's expenditure. The company will have a huge wage bill that might impact the organisation's profitability, especially if the revenue does not increase. Too much expenditure on employee pay and benefits will drastically reduce the company's profits (Shahzadi et al., 2014). Labor is usually one of the greatest expenditures of any company. An organization must be careful with the cost that goes to labor lest it drains its revenue. Salaries and remunerations should match the company's revenue. When a company introduces new incentive plans for its employees, it must ensure that more profit is realized to match the increasing labour cost. High labor costs are a problem that is inevitable when a company decides to enrol incentive programs for its employees. 
To avoid high labor costs, the company should streamline the process such that staff does not waste time repeating tasks unnecessarily. The company should ensure that the most important tasks are performed first, and there is no wasting of time or idling in the office. The company should consider employing appropriate staff in doing a particular task and getting the most appropriate method of doing it. The company should also employ already trained staff with enough experience to provide the company with new ideas to develop new coating methods. The company can do poaching of employees from its competitors. The poached employees have an idea of how the coating is done from their experience with the other companies. The company will borrow ideas from such employees to develop new coating methods to reduce competition. The advantage of poaching is that the staff are already trained and experienced. Therefore, the company will not spend any money on training and development. Experienced staff can start working right away when they are hired. The disadvantage with poached employees is that they may demand a lot of money regarding salaries and allowances. Since they are experienced, many companies are looking for their services; hence they are expensive to hire. 
Low Profitability
The increased expenses caused by the new incentive plans and compensation plans will negatively impact the firm's profitability. This, in turn, minimizes the returns shareholders get from the company. The incentive plan to increase the company's revenue might backfire, adversely affecting the company's profitability. To avoid low profitability, the company should cut costs on labor. Labor should be hired with a purpose such that every person performs their duties. The company should also reduce staff turnover. The advantage of this approach is that the cost of labor will drastically be reduced, and the company's profitability will increase. On the negative side, employees may be very exhausted because of the huge workload (Shahzadi et al., 2014).
Fierce employee competition
Individual Incentive Plans and other remuneration plans like bonuses and benefits create a fiercely competitive atmosphere among employees, hindering teamwork. Every employee becomes busy accomplishing their duties as quickly as they can to receive the incentives (Martono et al., 2018). It becomes a competition of who is best. In the end, teamwork, which is vital in an organization, is hindered. Some employees will live in fear of being fired, losing income or being publicly humiliated. A company must be aware of these dangers when implementing remuneration plans for its employees. Every employee will be working individually to come up with a winning idea for coating methods. Although competition can motivate employees and make them put more effort, unhealthy competition can hinder teamwork. It is good always to remind the staff that they can achieve their results in different ways. 
Poor quality work
Due to competition to get bonuses, employees may compromise the quality of work as they seek to get the bonus promised. Employees may perform shoddy work and make more errors as they seek more incentives. Employees may also use crooked ways to accomplish their tasks. They may use unethical means and cut corners to receive the incentives. (Karami et al., 2013). They may compromise on the work ethics for them to get the remuneration. For example, staff may seek to hack other companies' data to know how they do their things, like their coating methods, which is unethical. This problem can be avoided by encouraging teamwork and embracing a group reward system where employees will be rewarded as a group, not individually. 
Recommended compensation plan
My preferred compensation plan is the group reward system. This is the best remuneration plan because it promotes teamwork and reduces unnecessary competition among the employees. It is also a good plan because it promotes creativity and innovation (Black et al., 2019). Since the company is looking for ideas to develop new coating methods, ideas will be generated when many minds come together, and a new method will be found. Generally, a group reward system promotes equality in the workplace because all people are rewarded equally. Thus, nobody will feel less inferior or recognized in the organization. This encourages collaboration and communication among team members. Additionally, group reward system, everybody holds themselves accountable for the success of the company. For example, since the company is looking for new coating methods when a team achieves these methods, every staff will be proud to have been part of the success. A Group reward system is better than an individual incentive plan, leading to fierce competition among employees. 
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