Boosting Performance through Team Rewards


by Kevin M. Paulsen


Many companies today realize they need a better way to retain, reward, and motivate their employees. The age-old practice of annual salary increases does little to reward a worker's discretionary effort because raises are rarely tied to an employee's performance. Extra money through a discretionary bonus doesn't motivate either because an employee can't make the connection to anything specific. That's where a team reward system like gainsharing can help bridge the gap. Through a combination of performance measures, employee involvement, and greater communication, exceptional team effort and involvement can turn into additional rewards for everyone.


A chief operating officer whose company offers gainsharing puts it this way: "Our goal in putting a gainsharing plan in place was to establish an environment in which ownership, management, and every associate are members of the same team. When we have any type of problems, it is a concern of every member of the team."


The Gainsharing Measurement


Gainsharing offers the entire workforce an incentive to improve the performance of the business and then provides an immediate reward when the goals are met. As the old saying goes, "What gets measured gets done." Gainsharing bonuses can be based on a variety of criteria and utilize either financial- or goal-based criteria. A financial-based formula distributes rewards strictly on factors related to revenues and/or costs. Employees quickly become aware and concerned when "giving away work" or wasting tools and supplies, for instance.


A second approach would base employee bonuses on a combination of financial results and other factors such as customer retention rate, new customers or accounts, customer satisfaction index, or projects completed. Instead of owners and managers just worrying about those things, employees take ownership of the goals also. Using either method, the measurement system works because it is simple, understandable, and goal oriented. Unlike profit sharing, all criteria is achievable and controllable. The bottom line though, is that if group performance is effective enough and a bonus is deserved, then a separate check will be earned by each employee as an immediate reward.


Benefits a gainsharing plan offers your employees and the organization include:


Better teamwork and communication among employees. 


Increased attention to customer satisfaction. 


Improved employee involvement. 


Greater profits. 


Teamwork and Communication 


Because employees and management will have a common goal, they now have an incentive to work cooperatively among themselves and with their supervisors because everyone is on the same team. A manager at an Indiana business put it this way: "Now our employees are increasingly likely to pitch in quicker without being asked. I am also able to move people around without them saying, 'Hey, that's not my job.'" 


Customer Satisfaction 


Exceptional service and support are absolute musts in today's competitive business environment. Employees will quickly see that satisfied customers, innovative products, and efficient service lead to better gainsharing opportunities. 


Employee Involvement 


The status quo will need to be challenged. Edicts from management can no longer just be handed down. Gathering input from all levels in areas such as productivity improvement, service standards, and revenue generation is needed to support gainsharing programs. Some advocate communication between the supervisors and employees while others prefer other suggestion systems or cross-functional teams. However it is done, this is one of the key areas that leads to gainsharing success and extra money for all. 


Greater Profits 


Gainsharing allows all participants (which may include all employees) to share in the bonus pool. If the company has a successful period, the business not only receives the benefits but so do the employees. The reverse is also true. If the business does not reach its profit objectives, the employees fail to earn a bonus. Employees have a new motivation to see that the company is successful and profitable. 


Future Competitiveness Demands Gainsharing 


As Tom Peters put it: "Provide bold financial incentives for everyone. Incentive pay for everyone is the clincher, the ultimate recognition for a contribution to improved company performance." He's absolutely right! A productive organization that provides superior services and shares its success with its employees is a team that is hard to beat. Contact your business advisor or Kevin Paulsen directly to create a gainsharing plan for your employees. 





