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WALKING THE TALK

Performance Improvement Company Designs Cutting-Edge Incentive

 Program for Its Own Employees

by Jean Van Rensselar


Incentive programs work. There's no better proof than this; a company that designs performance improvement programs for its clients, initiated one for its own employees. The smartly designed program, which took advantage of all the latest technology, yielded measurable behavioral and financial improvements and - more importantly - a wealth of insight.


"We already knew incentive programs were a valuable human resources tool," says Louise Anderson, owner of Anderson Performance Improvement Company (APIC) in Hastings, Minn. "We are in the business of running performance improvement programs for our customers, so it was natural for our employees to request a similar program. When they approached us about an incentive program in our own company, we didn't hesitate.”


For the program, APIC received a 2005 Circle of Excellence Award from the Incentive Marketing Association (IMA) in Naperville, Ill.


“The APIC’s employee recognition program earned the Circle of Excellence Award because the program was innovative, included key measurements, and surpassed its objectives.” said Karen Renk, IMA’s Executive Director.


APIC designs and implements incentive programs for major corporations in industries that include telecommunications, banking, insurance, and manufacturing. Anderson started the company, which averages a double-digit annual growth rate, in 1994. 


 APIC’s incentive programs identify the behaviors of high performers within the client company and seek to replicate those behaviors across the entire organization, see sidebar.


"Some of our clients call us a consultant because we give them innovative recommendations on how to motivate their employees to do the things they want them to do now," Anderson explains. "The way we do that is by helping our clients clone the behaviors of their top performers, whether it's sales or service - whatever the job function is - you reward for improvement and you recognize those who are sharing, teaching, and learning."

The Program


APIC carefully implemented its own program. Company officials sent out an announcement to employees when they launched the program. They also sent out monthly program reminder emails to the entire staff and periodically left small gadgets, with motivational messages attached, on employees' chairs.


Officials wanted to be sure that at least two of the reward categories focused on behaviors. They also wanted results they could measure by the bottom line. 


"The ideal incentive program should have at least two behavior metrics and one results metric," Anderson says. "It has to do with balancing metrics related to quality (behaviors) and those related to productivity (results). Most companies err on the side of productivity by measuring results almost exclusively.


"But think about it.  If you choose only quality indicators, productivity will suffer.  If you choose only productivity measures, quality will suffer. This is why every incentive program needs this balance." 


Anderson has 35 employees; 26 are salaried, five are commissioned salespeople, and four are paid hourly. Most are young (between the ages of 25 and 45) technologically savvy professionals. Most are married with children and, as a group; they try to maintain a fair balance between work, family, and community involvement.  


The incentive program was designed to include everyone, but some employees needed a little coaxing to get on board.


"We had some difficulty in the front end because our IT department felt it was beneath them," Anderson says. "Once we made the program optional, they decided to participate.


"If you can get your employees focused on the metrics that are important, you've got an organization that has the opportunity to delight their customers and continue to be more efficient every year. In addition to having a culture where people are learning and continually trying to improve their processes, you've got to stay focused on your customer. That’s a difficult balancing act."

Program Goals


APIC called the program, which ran from January to December 2004, Leveraging Excellence.  It was designed to accomplish three goals:

· personal growth and rededication to client services

· increase knowledge-sharing and collaboration

· increased profits in two key revenue categories

Personal Growth and Client Service Goals 


To achieve personal commitment goals, employees were asked to set targets for themselves in the areas of profitable growth, efficiency, and customer satisfaction. Some of the goals were team-based and others were individual.  The idea was to promote a culture where each employee was encouraged to meet a goal that had personal significance. But they weren't left alone to accomplish these goals - they were coached and observed by supervisors, who asked them to check in with periodic reviews.


Company officials also wanted to increase work product that was delivered on time, on target (within the client's expectations), and on budget (within the initial quote) .They felt this area was critical for long-term success.

Knowledge-Sharing and Collaboration Goals


Because the company is focused in this area, knowledge sharing and collaboration were a priority. "Knowledge-sharing is key to APIC success," Anderson says. "Basically that's how every job gets done. There is not one person in this company that delivers anything end-to-end to our customers. It is a team effort and that's how you improve and innovate."

Increased Profits


Anderson believes that well-orchestrated incentive programs are essentially self-funding. The money expended on programs should increase the bottom line right away. That's been her experience with clients and she expected no less at APIC.

Structure


Multiple opportunities were created to recognize and award employees for achieving the performance goals. Employees participated in rules-based programs in which they 

were told what the regulations and expectations were to earn points and redeem awards.  

Programs and awards fell into three categories:

· Discretionary

· State-Your-Case

· Focus-on-Your-Goals
Discretionary


Employees earned awards through discretionary programs in which they were acknowledged for outstanding performance based on the observations of their peers and 

managers. The program recognized employees who exhibited one or more of the following performance-related behaviors:
· collaboration
· out-of-the-box contributions
· process reinforcement
· proactive quality assurance
· trying something new
· improved efficiency
· excellent customer service

Each employee was allotted three On-the-Spot gift recognitions each month that they could award to fellow workers


An A+ Award was awarded twice a year to one employee, selected by the executive team, who provided excellent customer service, demonstrated inspirational, innovative, and collaborative behavior, and produced superior financial results. Coworkers could nominate each other for the award.


All of the points were tracked on the Leveraging Excellence website. Also on the site was the Spin and Win graphic. Employees who won a chance to Spin and Win accumulated points that accrued to their total. Points on the wheel ranged from 500 to 5,000 points.  Employees could recognize a coworker by sending them a spin. A message appeared on the site telling the recipient why they were being recognized.


Another tool was a scratch-and-win card.  The paper card featured the theme and logo of the program. When the card was scratched, it revealed points that the employee then transferred to the website account.

State-Your-Case


Employees, who attended bi-monthly State-Your-Case knowledge-sharing sessions and actively participated, earned awards. The meetings focused on either a hypothetical case study for an APIC business issue, or 3-4 actual quality issues from the previous two months.  


Employees discussed and brainstormed solutions in small groups and then shared their ideas with the entire group at the end of the meeting.


The executive committee bestowed the State-Your-Case Distinguished Honoree award on one employee twice a year. Criteria for selection included a minimum of 50 

percent attendance at the State-Your-Case meetings, and the demonstrated ability to inspire, motivate, and empower coworkers during the meetings.

Focus-on-Your-Goals


The Focus-on-Your-Goals program required employees to establish personal and team-based goals with their managers. Those who achieved those goals within the agreed timeframe and satisfied a specified number of the following qualifiers were awarded points:

· attended training sessions,

· observed a coworker from a different department for one hour and shared, with their manager, how they applied their new learning to their job,

· submitted at least one idea for a State-Your-Case meeting,

· used On-the-Spot certificates to recognize coworkers,

· nominated a coworker for the A+ Award, and

· regularly attended State-Your-Case meetings


In addition, employees received points for passing online quizzes. And finally, employees received points when the company achieved certain goals. 


Examples of point awards included:


     Focus-on-Your-Goals Bonus................................................................. 20,000



A+ Award................................................................................................10,000



State-Your-Case Distinguished Honoree................................................10,000



Scoring at least 80 percent on each quiz...................................................2,000



On-the Spot Peer Recognition...................................................................1,000

            
State-Your-Case Meeting Attendance.......................................................1,000

Prizes and Restrictions

Prizes and Points


Employees redeemed points in the customized E-Points online catalog. 
Some examples of the over 3,000 prizes and the points needed to win them included:

· Sony Cyber-Shot Digital Camera - 37,858 points,

· Step 2 Lift and Hide bookcase/storage chest - 29,200 points, and

· Sony 128MB Memory Stick - 9,090 points

Restrictions

APIC imposed the following program restrictions by reserving the right to:

· modify or terminate the program at any time without notice,

· arbitrate conflicts,

· determine reward eligibility, and

· substitute other items of equal value for discontinued merchandise


In addition, employees leaving the company had 30 days to redeem points and they were subject to corrective action for falsifying results.

The Results


Because of their experience in the field, APIC knew the program would be successful. What they didn’t expect was how much they would learn about their own company in the process.

Performance Improvement


On-budget work results increased more than six percent over baseline (last year's actual performance). On-target work results increased nearly four percent over baseline.  And on-time work delivery results increased marginally. Profitability increased nearly seven percent in one category and nearly one-and-half percent in another category.

Participation


The average number of points each employee earned was a whopping 150,000. More than 80 percent of Anderson employees achieved at least one of their personal commitment goals. Close to 60 percent achieved two of their goals.


"We believe that if we can get 60 - 80 percent engaging, we're doing a great job," Anderson says.


Participation in knowledge-sharing and collaboration opportunities exceeded expectations. Seventy-seven percent participated in the quizzes and had an average passing score of 85 percent.


More than 70 percent participated in the State-Your-Case sessions and 80 percent demonstrated that they learned something from the sessions.


Prize Redemption


Anderson feels that one of the most important aspects of the program's success was the wide selection of prizes.  


"In reference to the awards that were chosen, we strongly believe that choice is the number one element to actually motivate individuals," she says. "We offered our entire award selection of over 3,000 merchandise items and custom travel choices.


"The key of choice is really important because I can't know what motivates somebody else and somebody else can't know what motivates me."


APIC chose a range of prizes that would appeal to the target audience - another factor Anderson cites in the program's success.


Anderson feels that when the family is involved in selecting and sharing the award, it multiplies the emotional value of the reward for the participant. One employee redeemed points by taking her family to Disney World.


Another employee redeemed points for a scooter for her child. When it was delivered at work, a coworker saw the item and liked it so much that she redeemed points for the same item for her grandchild.


"All of the recognition, stories, and excitement that is generated from the merchandise in the workplace is really important," Anderson says.


While employees selected a variety of prizes, by far, the most popular category was electronics - specifically iPods, Xbox's, and televisions.

The Importance of Peer Recognition


According to Anderson, the On-the-Spot certificates were the most widely used tool for peer recognition.


"Recognition is important, especially as we go into this decade of human resource shortfall and companies want to figure out how to keep their employees engaged and happy with their jobs," Anderson says.


She cited a Hewitt & Associates study showing that recognition, or the lack of it, is the number one reason that people leave their jobs.


"On-the-Spot is also the start of viral recognition. It gets passed on," she adds. "Lots of exciting things happen when you leverage recognition."

The Teachers Learn Lessons


"Through our program, we actually learned how an incentive program can keep management disciplined," Anderson says. "This was a huge cultural change for us. Instead of us telling employees what they needed to do, employees were seeking out management to find out how they could make a difference, what areas would be best to target in their goal-setting, etc.


"The knowledge-sharing and collaboration really paid off. Because of employee suggestions that arose during the program, we took one of the suggestions and initiated an incentive program change with a very large banking client. The change, which involved implementing knowledge-sharing sessions similar to our State-Your-Case sessions, meant significant behavioral improvements for our client.”

Sidebar

APIC’s Winning Formula:  8 Principles for Initiating a Reward Program that Works 


First of all, find an incentive program specialist you feel comfortable with. Initiating an unsuccessful incentive program is worse than not starting one at all. Think of the affect on employee morale! This means the specialist you choose should offer a full range of services and know how to run a winning program from beginning to end. Ask to see a program plan for a company similar to yours and, of course, ask for and contact references. Your program should follow APIC's proven formula.

1. Start with What You Have and Keep it Simple.  If your company is like most, 10 percent of your employees are top performers. Another 10 percent are chronic under performers. That leaves 80 percent who have the potential to improve. Gear the program toward observing behaviors of top performers and teaching those behaviors to the target the 80 percent.  Programs goals, ideally, are two behaviors and one quantifiable result. 
2. Dramatize, Clearly Communicate, and Continue to Convey Your Program. Kick-off your incentive program with a party or some other attention-getting event. The goal is to cement and clarify the program for employees. By the end of the event, you will have clearly communicated the targeted performance behaviors and the specific results that mean success. Continued program success means continually monitoring and reminding.
3. Maximize the Mix: Cash, Recognition, and Rewards. Cash is not an ideal reward because when the program is over, the absence of reward cash seems like a cut in pay. For best results, add prizes and recognition to existing base pay and commissions.
4. Make Sure Your Rewards are Rewarding. Give employees a selection of non-cash awards and let them dream about their goal while they're earning it. Notice when participants do things right and recognize them with points. Don't forget to mix team and individual awards.
5. Check Your Focus.  Double-check the program's goals against your strategy. Make sure managers are willing to reinforce the program behaviors. Check the program for fairness.  
6. Watch the Gauges and Make Adjustments. Watch who gets involved, who is doing best and why, and how this program compares with others you've initiated in the past.  Take pit stops to make adjustments at strategic times.
7. Get the Most for Your Money.  The idea is to reward everyone for top performance, not just the employees who are already excelling, and increase the number of top performers. Your program should more than pay for itself. Anderson encourages clients to realistically project the financial gains the program will spawn and then subtract the cost of the program. "The result usually knocks their socks off," she says.
8. Run the Program Just Long Enough to Be Successful. End the incentive program no longer than 60 days past the time the goals are achieved, then consider raising the bar slightly and beginning another program.
###

