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Lecture-59
Rewarding Teams

Welcome to lecture 4, of the module 12. And the previous lecture we discussed about different
tools and techniques of evaluating team members and teams. And today's lecture, we are going to
look at rewarding the team because essentially after the evaluations, there should be an outcome.
So, outcome of the evaluation is yes, you will be assessed and given some ratings, based on the
rating what we expect you as a team member or you as a team what do you expect from the

ratings being provided?

You will expect some term kind of reciprocation from an organization just valuing or
appreciating your performances, probably reward can be provided in terms of incentives, in
terms of promotions and so many aspects company will be repaying based on the effort put by
the team member.

(Refer Slide Time: 01:15)

ORGANIZATIONAL BEHAVIOUR-II

Rewarding Teams

We have already discussed on the tools, techniques
and methads of evaluation. Now it ls relevant to diseuss
on various aspects of rewarding teams in this lecture
session,

So, today we are going to discuss about the concept of rewards, how do we reward teams? What

are the ways in which organizations can reward the teams?
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Rewarding Teams

Introduction:

In the organization, there i notable element of rsk Invalved for
individuals deploying effort towards a team goal when there is no
guarantee that team members will reciprocate. This is for an
Increasing number of organizations, implementing & compansation
plan that rewards employee for successful teamwork,

The companies that have such plan to structuring team based
nm:iﬂuﬁummmm“immmugﬁt_d!n_'
and gain lhl'!lillt can be an effective way to reward team
perfarmance.

Let us now try to understand, why rewarding teams is important? Because essentially in many
organizations, when we use a team, there is a risk involved in putting him individuals towards
achieving the team goal. Unless otherwise, if each individual who are actually part of the team,
who are essentially working for a team goal, if they are not provided with rewards in the way if

they are able to achieve the team goal.

If you are not provided a reward individual will not be motivated or do not create an inclination
towards achieving the team goal. Imagine a situation where yes, you are a part of a team and you
are essentially there to fulfill the team goal. Then if your team, if your organization is only
providing the incentives only to an individual level performance not on the team level goal, then

what will happen?

Over the period of time individual will withdraw the collective effort rather they want to compete
each other team member. Because it is an individual assessment, so I need to have better
performance than the other team members, so that I can gain more. So, there are risk involved, so

organization has to create a rewarding system for a team itself, not only focusing on individuals.

So, you company may have different ways of rewarding individuals or teams, it’s maybe an

incentive pay or profit sharing or a gain sharing. These are all some of the ways in which
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organizations actually provide rewards to the team. So, in order to effectively reward them as
well as to create their motivations and then sustain their performances, so as to organization can
also grow. So, that is an intention of rewarding the teams.

(Refer Slide Time: 03:04)

Rewarding Teams

Team members feel more comfortable when performance criteria are
based on objective standards and is also closely linked to the success
and acceptance of team-based rewards.

While the benefits of team-based rewards are clear, there are certain
conditions strongly correlated to trust under which they are more
[ikly te be suecesshul.

Now, so team members always feel comfortable when performance criteria are based on
objective standards not on a qualitative perspective and if it is closely associated with the success
and acceptance of the team-based rewards. If we know it is associated with a team-based
rewards, so they will be happy. Because team members as I said each member participating or

putting the effort in order to make the team realize their goals.

So, you they will be always happy if their assessments are very objective not very subjective in
nature. And then if it can be associated with the success of the team reward base, then the
rewarding system, team rewarding system will be very successful. And employees will also
appreciate a team members will be wanted to continue to be associated with their team. Because
when we talking about rewards, it is also having strong associations with a trust, because we
always we are reiterating the fact in this module itself we are trying to trust in the virtual team
trust in the team is very important factor in order to create a successful team effort. So, it will
also associated with the development of a trust within the team context.

(Refer Slide Time: 04:12)
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What is Reward?

Resvard is an incentive plan to reinforce the desirable behavior of
workers or employers and in retumn for their service to the

Now try to understand what is reward? Reward is nothing but it is an incentive plan to reinforce
a desirable or expected behaviour of a worker or an employee in return for their service to the
organizations. In a simple term if you put it what is reward? I am giving my effort, there is an
input. So, input definitely there will be an output in terms of goal achievement or achieving the

target etc.

So, now I have given my input, meaning that my effort, I have used my skill, now I have given
my inputs and now I have also created some output for the organization. Now, in return, what do
we expect? I expect my organization to reciprocate for the effort I put in, in terms of an incentive
plan. If I can able to do really well my efficiency is really good, effectiveness is really good, I

expect my organization to provide.

Because, if an organization provides a reward, it will also make an employee or a team to repeat
the desirable behaviour. It is very simple, if you remember the concept of positive reinforcement
in a psychological concept, when you are able to appreciate somebody, you will expect them to
repeat the same behaviour. So, it is kind of a positive reinforcement perspective where
organization provides rewards to its employees or teams to repeat the most desirable behaviour

for an organization.
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What is the most desirable behaviour, putting their commitment and skills and effort in making
the organization to achieve the goal? So, that is what a concept of the reward.

(Refer Slide Time: 06:13)

What is Team-based Rewards?

Team-based rewards are commonly defined a3 any formal incentives
provided to a work team or at least one of its individual team
mermbers. Rewards may be based on organizational, team, or team

member performance or other outcomes (e.g., sales, customer
satisfaction, and prafit).

Now, let us understand what is team-based reward? So, reward can be in 2 forms, one is an
individual based, can be a team or a group based. Team based rewards are commonly defined as
an formal incentives provided to teamwork or at least maybe individual team members. So, it is
always with respect to the context of a team, the rewards are provided maybe for a team or for it

is members, so that is called team-based reward systems.

So, reward may be based on organization level, overall organizational performance or a team or a
team member performance or their outcomes. When you talk about the sales, they are able to
reach the sales target been provided on a set for the month or for the weekly or bi-weekly,
customer satisfactions. So, how do they interact with a customer? Customer response has been

captured through a survey or maybe conducting an assessment over the customers.

So, based on the customer satisfaction or a feedback from the customers or probably making a
profit. So, based on that you will be provided; reward to the team. So, in this team rewards is
specifically with respect to team has an own or as a member of the team, how do you become a
member? Because you belong to the team, so that you are able to receive that reward. So, each

individual team member can also get the reward, so that team based rewards.
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Importance of Rewarding

Rewarding teams or employees in the organizations have greater
importance which are as follows:

® It helps to reinforce the desirable behavioyr of workers and in

raturn their services to organisation,

* It gives recognition to workers for special services to the

organisation which gives pleasure to them,

* It s to sttract, maintain_and retain high performing and
mctivated warkers in the orga

|t Is to encourage workers who help organization achieving its

Now let us understand the importance of rewarding, why reward is important? Because it helps
to reinforce the desirable behaviour. As I said in the previous 2 slides, every organization are
interested in making my employees work positively or the meaning is; I expected let us say A, B,
C, this is a behaviour which is like a putting more effort or spending. I am just giving some

example, random example, spending long hours of working, using varied skill sets.

Now these are the behaviours which are very much positive for an organization to reach the goal
or maybe sales, increase the sales or maybe increase the profit, all that, let us say these are all
associated with this. Now | wanted to reinforce this behaviour because I found these behaviours
are very useful for organizations, either to reach the goal, maybe increase the sales or maybe

increase the profit.

So, now organization has to provide a reward, so that they will be able to repeat this behaviour.
Then reward is also for providing recognition to the workers because I put my input, I also
expect in terms of my input I expect them to provide a reward. So, this providing reward is a
recognition, I feel that yes, my input is valued by the organization. So, it is kind of I claimed that
maybe some of you would have received some incentives, you will be so proud and happy to

share with the team members.
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Maybe fellow colleagues or maybe at your family or from your friends that yes, I put a lot of
effort my organizations paid me as an incentive. So, that is kind of a recognition of your effort
you have been putting. So, then reward is also provided to attract, maintain and retain high
performing and motivated workers. Because the most challenging aspect in an organization, so

how do I attract the talent?

Let us say there are very good talents, meaning that the potential employees I wanted to attract
them towards my organizations, how do I make them apply or maybe work with me? Probably
give more rewards, so that will be attractive or maybe people are already working, I wanted to
give them more reward, so that they wanted to continue to work for my company, so stay in my

company.

So, rewards is also helping you to attract, maintain and retain my high performing employees
and also it encourage workers to help organization achieving it is goals. So, it is called the kind
of encouragement you provide because I am going to give you a reward in terms of an incentive
or a profit or a bonus or maybe cash benefit or a non cash benefit, something I am giving you

that encourages you to help continue to help organization to reach its goals or targets.

So, that is why rewards are important, in a general context just you as an employee or you as or a
potential employee. Just imagine that what is that which are actually motivating you to work in a
company? Yes, probably maybe the task, maybe the environment or probably you really love

doing the job, maybe beyond this, if you look at.

Yes, what kind of a reward I am being provided, what kind of a pay I been provided, that is going
to primarily going to make a decision about whether you will going to continue to work with this
company or whether you are going to apply for this company is all primarily depends on the
reward system of a company or for an organization. So, that is why reward is an important factor.

(Refer Slide Time: 11:19)
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Categories of Team based Rewards

Jatp

There are seven important categories of team based rewarding. These
are -

i Team gainsharing profit sharing: a ﬁotﬂ‘
Team rewards are tied to organimtional outcomes; rewards are ?y

generally cash in nature and shared equally amang all teams in the

organization, With profit sharing, the organizational outcome s

financial in nature

Then let us try to understand different categories of team-based rewarding. So, as we understood
the concept of reward, then team-based reward, then why reward is important? Now, we are
trying to understand what are the different ways or a practice of providing team-based rewards.

One is team gain sharing and profit sharing, so team rewards are tied to organizational outcomes.

So, meaning that when a organizations able to gain a profit or make some more additional
revenue or a profit, that profit some proportion of that not exactly the full profit, the proportion
of the profit will be shared with a team. Because, let us say these are the teams making an
organization to reach, let us say there is an increase of 10% profit, imagine. Now this 10% profit
probably proportionate means not 10% be shared with all this probably 5% will stay for a

company and 5% will be shared across these teams.

So, this is kind of a profit sharing is based on the effort they put and how much of the gain we
are making, based on the gain we are proportionally trying to pay rewards to the team. Why? So,
that the team can continue to keep increasing the profit, keep clocking the bottom line of a
company, so that the company can repay them in terms of a or recognize them in terms of paying
rewards. And then team gain share or your profit sharing is one way of rewarding the teams.

(Refer Slide Time: 12:51)
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Categories of Team based Rewards

i) Team goal-based rewards:

The organization [often in conjunction with the team) formulates goals
of targets for each team that are belleved to reflect effective short- or
long-term performance outcomes (e.g., predetermined production
objectives, customer service poals).

Next is team goal-based rewards. So, organization formulates goals or targets for each team. So,
for any organization, essentially, yes, every organization will definitely create a goal or a target
for each of the team. And they reflect and they believe to be effective or short term, long term
performance outcomes. So, these based on the expectation that yes, there are be goals and targets

are set.

So, now you based on that now maybe let us say customer service goals let us say you have to
have a customer satisfaction, at least more than 4. Let us say a 1 to 5 is a scale, 1 being the least
and 5 being maximum and I am setting a goal for my team. Then yes, at least your customer
satisfaction score should be equal or greater than 4, so customer satisfaction score. So, it is kind
of a goal basically when we are able to achieve the goal that reward will be provided.

(Refer Slide Time: 13:54)
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Categories of Team based Rewards

iii) Team discretionary rewards:

Also It Is known as spot rewaeds, these team-based rewards, like goal
based rewards, evaluate team outcomes are determined to know
whether a specific team should be provided with incentives, Unlike in
goal-based systems, however, the team is not provided with a
predetermined performance standard that will guarantee the receipt
of & specific predetermined reward

Then sometimes called discretionary rewards. So, it is also otherwise called as spot reward, why
it is spot rewards? It is not related to team based or like goal-based rewards or something like
that, where they evaluate team outcomes are determined to know whether a specific team should
be provided with an incentive. So, whereas in a goal-based incentive or a team is not provided
with a predetermined performance standard that will guarantee the receipt of specific

predetermined reward.

Here what is happened spot in a discretionary; say all of a sudden, the team was able to really do
well. And based on that, particular time of performance, we are trying to provide an incentive to
the team, so it is called a team discretionary rewards.

(Refer Slide Time: 14:35)
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Categories of Team based Rewards

iw) Team skill rewards:

Tearms are rewarded for acquiring valued skills (e.g., collaboration,
cooperation, interpersanal understanding] regardiess of team
outcomes, following the rationale that if such skills improve, desired
outcomes will eventually be achieved. Skills are generally evaluated
by supervisors or team leaders In order to declde for the rewarding,

Then team skill rewards, what is the skill rewards? Teams are rewarded based on the skills which
they are acquired which are a valuable skill. For example, let’s say a team is able to develop or
create or learn a new skill X, Y, Z, these are the skills. And if the skills are valuable and which
are important for an organization, based on the amount of skills they have learned, that reward

will be provided.

For example, may be collaboration, cooperation, interpersonal understanding. So, based on the
skill learned or developed, so that will be provided based on the amount of the skill or the
number of skills they developed which are valuable and important for an organizational
performance. Then there is a team will be rewarded for the skills they have learned or acquired.

(Refer Slide Time: 15:28)
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Categories of Team based Rewards

v) Team member's skill rewards:

Individual team members are rewarded for acquiring team-related
shills [e.g., adaptability, communication, leadership, initiation of
—

idheas). Skills are generally evaluated by other team members

and/or supervisors for rewardi member in the

Then team member skilled version, now we have looked at overall team, now we are going to the
members of the team, each individual team members are rewarded for acquiring team related
skills. So, for example when we are creating a team and essentially it is always difficult to run a
team because there are a lot of challenges; managing the interpersonal relationship, creating the

cohesiveness, building the trust, so that they perform well.

Because all the team members are interdependent and they are also complementary skill, they
have a complementary skill unless otherwise they work together it will be very difficult. So, now,
these team members will be rewarded for developing some of the team related skills. Let us say
somebody who builds better coordination skills or adaptability, leadership skills or initiation of
ideas. So, these skills are generally evaluated by the other team members or supervisor for

rewarding the individual team members.

So, generally these individual team members who develop the team related skills which are
important for the effective functioning of the team that has to be valued. So, that skill will be
rewarded, who is going to assess that whether this person has developed these skills or acquired
this kind of team leader skills? Either the peers or colleagues or the leader or a supervisor of the
team will be able to assess and reward based on the type of skills this each individual member
have developed.

(Refer Slide Time: 16:55)
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Categories of Team based Rewards

vi] Team member goal-based rewards:

Individual team members are rewarded when they achieve
predetermined performance to achieve the goals, often in
e —— e

conjunction with quarterly or annual formal performance

uations. &J,‘
s

Then comes team member goal-based rewards, individual team members are rewarded when
they achieve predetermined performance to achieve these goals. It is always in conjunction with
quarterly or annual formal performance evaluation. So, it will be done during the either a
quarterly performance or an annual performance appraisal. Yes, based on the predetermined
performance, whether these individual team members were able to achieve the goals or not. Then
based on that achievement or the; proportion of the achievement they will be provided a
goal-based rewards.

(Refer Slide Time: 17:31)

Categories of Team based Rewards

i) Team member merit rewards:

Individual team members are rewarded when they make an
outstanding contribution to the team, as determined by other

W
teaim members and)or supervisars. ”':{

o
yr
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Then team member merit rewards. So, each individual team members are rewarded when they
make an outstanding contribution to the team. So, probably you would have seen that, yes, out of
these 10 members I had, I found there are 2 members who had done exceedingly well to meet
team goals or probably they help to reach the target or exceed the target. So, these 2 members
will be provided merit because they were significantly contributed for helping the team to reach
the goal or probably exceed the targets which are provided to the team. So, that is a team
member merit reward, so each team members who are actually significantly contributions been
made towards making the team to reach the goal or exceed the goals and then they will be
rewarded.

(Refer Slide Time: 18:34)

Types of Rewards

Revards can be of two types- Intrinle and extrinsic.

Intrinsic:

The incentives which satisfy an employee internally. Intrinsic incentives
can be giving meaningful work to employees, giving autonomy to & s
employees, allowing employees to take respansibility in areas of their y

o
axpertise and provide developmantal opportunities to employees t"‘\/

o
Extrinsic: 9")'

These are mostly tangible incentives like pay, advancement, recognition,
time off etc. for the employees directly being provided by the
upnmhunhp'lumnlclrhm]ﬂu

Then next one is about we are going to talk about there are 2 different types of rewards. One is
intrinsic and extrinsic, what is this intrinsic reward? Intrinsic to within oneself, the incentives
which satisfy employee internally. For example; maybe your satisfactions or emotional

satisfaction or psychological safety or maybe the fulfillment of a psychological contract.

So, whatever or maybe you will have a pro-social behaviour, when there is reward or incentives
which satisfy employee internally, maybe creating happiness or your enjoyment. So, intrinsic
meaning intrinsic incentives will give meaningful reward to employees. For example; by creating
work life balance, they are feeling really happy to work in a company, they are really satisfied,

they are highly engaged.
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So, these are also all of employees to take responsible in the areas of their expertise and provide
developmental opportunities for employees. So, within myself which are actually internally I am
going to feel satisfied. Now extrinsic is not within me, the outside for example, by paying salary
or increments or incentives or a bonus or recognition or providing time off for employees to take

time off from their regular work and then go for a vacation.

LTC leave travel concession or leave travel allowance. There are so many things we give which
are extrinsic it is not internal; it is external to the individual member where it may be in terms of
providing rewards or a payment or an incentive or a bonus which will actually creates this kind
of rewards are extremely similar. What are the intrinsic rewards? Rewards that are going to
satisfy the employee internally, maybe creating the satisfaction, creating the happiness and

improving the well being of the individual, these are all very intrinsic rewards.

So, that kind of a rewards are intrinsic, in long run intrinsic rewards are more motivating
compared to the extrinsic motivation. We can also do understanding maybe people who were at
the let us say I am making an organizations as pyramid. Let us say, base of the pyramid is let us
say blue colour in an organization of the manufacturer colour, blue colour workers or let us say

in an knowledge and this let us low level executives, entry level executives.

Then you keep going hierarchy or the position is increasing. So, now people who are at the lower
level of the organization, so these are all positions. So, the lower level of the organizations will
be really motivated or happy to see these extrinsic rewards, they will be happy to have more pay
or bonus or incentive. People who are higher up in the order let us say managers or above who
are mid level or a senior level management, they are not concerned about the economic outcome

rather they are concerned about intrinsic rewards.

Can I get more satisfying positions? Can I get more employee well being? Can I get more
happiness being in the company? So, based on the level in which the employee belongs also
provides a kind of a reward system we have to focus on.

(Refer Slide Time: 21:53)
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Types of Rewards: Three Dichotomies

Three typical dichotomies are:

* Intrinslc versus extringe ewards,

+  Financial versus nonfinancial rewards, and

+ Pertomance based s et basd s

Now, let us also understand there are 3 different dichotomies. As we said there are 3 different
dichotomies one is intrinsic versus extrinsic, it is like this. So, it is intrinsic or extrinsic, this or
that. Similarly, there are financial versus non financial, then performance based versus
membership based rewards. So, there are dichotomies of rewards being provided, let us try to
understand those dichotomies. Already we have been discussing with these intrinsic and extrinsic
motives or rewards.

(Refer Slide Time: 22:33)

Types of Rewards: Three Dichotomies

+ Intrinsic versus extrinsic rewards:

Intrinsic rewsards are self- initiated rewards, such as having pride in one’s
work, having a feeling of accomplishment, or being part of a work team,
Job envichmant can offer intrinsic rewards to employess by making work
e mare meaningful.

Extrinsic rewards, on the other hand, external to the job and come fram
an outside source, mainly management, For example, Apple Computer
gives a PC to each of its employees.

So, intrinsic rewards are the one which are you know self initiated rewards, which are having

pride in one's work or having a feeling of accomplishment when I am able to reach the goal, I get
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a kind of an happiness, I am really happy because I could deliver this. I am really happy [ did a
very good presentation today; my clients are really happy, it is not going to give me any
incentive, it is not going to give me something maybe kind of an appreciation I might get or |

feel really contented.

I feel, yes, I could able to do something really good. So, these are all intrinsic rewards it will
provide job enrichment. Now giving more responsibilities, increasing more responsibility or
giving delegating or providing more accountability that will actually increase, this increasing
responsibility or delegating or providing more accountability. This is going to provide more
intrinsic reward to employees by working, work seems more meaningful. They will feel like yes,

I am really happy that I am feeling meaningful in doing this job.

And extrinsic reward and other and it is about external to the job. Now for example providing
some time, you provide incentives or maybe providing computer maybe the laptop or some kind
of gadgets. So, something which is external to the employees that is an extrinsic rewards. Now,
let us understand that between the financial versus non financial.

(Refer Slide Time: 24:00)

Types of Rewards: Three Dichotomies 00e,

]
* Financial versus nonfinancial rewards: ""'

Financial rewards may or may nat enhance the employee’s financial p\(u“

well-being. There are rewards directly through wages, bonuses, or ﬂ ::‘,:-"
profit-sharing or indirectly through employer-subsidized benefits such Jw

a5 pension plans, paid vacations, paid sick leaves and purchase 3

discounts.
o
Non-financial rewards cover a smorgasbord of desicable "extras” that @ :

are potentially at the disposal of the organization, Their common link is
that they do not increase the employee's financial position,

So, financial rewards may not enhance the employee financial well being, but there are rewards
with respect to maybe wages or a bonus or cash based incentives, profit sharing, gain sharing,

these are all financial rewards. Variable pay, then incentives, bonuses, these are all financial
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rewards, what are the non financial rewards which are not providing a cash or in terms of cash
benefits, it is something more maybe flexi work time or maybe giving leave travel concessions or
providing work from home opportunity or giving other non financial aspects. Maybe giving other
insurance policies or covering the employees, yearly outings and so on. So, other things are non

financial reward.

So, organization can trade off between what type of a reward I am going to give my team or team
members, is it a financial reward or non financial reward? But that has to determine what level of
the employees they are, what kind of team environment they work in? Maybe some organization
can create combination of both financial and non financial reward that will become a total

reward system. So, total reward which is a concept of financial plus non financial rewards that

becomes a concept of a total reward, so company can go for a combination of both as well.

(Refer Slide Time: 25:41)
E

Types of Rewards: Three Dichotomies ® 4

+ Performance-based versus membership based rewards:

Performance-based rewards are exemplified by the use of
commissions, piecework pay plans, incentive systems, group bonuses,
merit pay, o other forms of pay-for-perfarmance plans.

On the other hand, membership-based rewards include cost-of-living

increases, benefits, and salary increases attributable to labour-market
conditions, seniority or time in rank, credentials or future potential .

Then the last one is about performance based versus membership based rewards. So, the
performance based rewards are exemplified by use of commissions or a piece rate work. Now
when you are able to achieve, there is target productivity, based on the productivity, productivity
based incentives, these are all performance based rewards. Membership based is based on the
membership wherever we the benefits you provide, because you work in this particular domain

or with this level.
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So, that is why you are been given this reward system, maybe you based on the positions, based
on the category, type of a service you offer, maybe important projects you are working for. Based
on that membership of being that team belonging to the team you will be given a reward, so that
is a membership based reward. There are now we are able to understand where rewards and what
are the different types of rewards being offered to team. And we also discussed about
dichotomies, where we are talking about extrinsic versus intrinsic. And financial versus non
financial and performance based versus membership based.

(Refer Slide Time: 26:41)
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And probably what is important here is that organization has to come up with a combination of
rewards, so that you will be able to effectively reward your teams. So, these are the some of the
references, we are used for this today's lecture.

(Refer Slide Time: 26:58)
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CONCLUSION

In this lecture session, we discussed on rewards, team based
rewards, its importance, categories and types which learners
have learnt from this session.

In the next session we will be discussing rewarding and
related theories, Thank you all,

And in this lecture, we understood the concept of reward, what is reward and what is team-based
reward? And various types of rewards ranging from profit, gain sharing, profit sharing to merit
based reward, individual member reward, skill based reward, individual skill based reward. Then
we also discussed about various forms of rewards like intrinsic, extrinsic and performance based,

membership based and also financial and non financial rewards.

So, this will actually help you to develop more understanding about what kind of a reward you
have to provide. You have to understand the needs of the teams and team members in order to
determine what type of a reward to be provided. In the next sessions, we are going to discuss
about the motives of the team to understand what type of a reward would really work for the

teams or the team member? So, we will discuss in the next lecture, thank you.
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