Topic M04: Performance and Compensation Management
Student Worksheet P.2

BAFS Elective Part – Business Management Module – Human Resources Management 
Topic M04: Functions of Human Resources Management – Performance Appraisal and Reward Management
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Activity 1
           SMART Goals or Not?
Write Y (yes) or N (no) in the bracket.
	1.
	Achieve maximum market share.
	(   )

	2.
	Reduce coding errors on existing computer programmes   by 25% by April 1, at a cost not exceeding $4,000.  
	(   )

	3.
	To increase the sales of model X by 12% before May 1 with no increase in sales expenses.
	(   )

	4.
	Improve the service quality of the company.
	(   )

	5.
	Telephone answered promptly and messages taken when necessary.
	(   )

	6.
	Provide efficient secretarial and administrative support to the department. 
	(   )

	7.
	Ensure information is circulated promptly and timely.   
	(   )

	8.
	Increase sales revenue in Europe and Middle East Services by 20% by year end with no more than a 5% increase in overhead costs. 
	(   )

	9.
	Fill all the documents for the department.
	(   )

	10.
	Provide efficient secretarial support for the department head.
	(   )

	11.
	Improve teamwork and morale by reducing absenteeism by 10%.
	(   )

	12.
	Exercise budget control by ensuring expenditure is within the agreed + / - 5% annual operating budget.
	(   )


Activity 2 
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Setting “SMART’ goals for Betty

Job Title:
Sales Assistant

Accountability:

1. Assist sales manager to plan, organise and monitor all sales activities to achieve sales targets.  

2. Serve as sales manager’s personal assistant to providing required secretarial support. 

3. Process sales orders using ERP system.   

Key duties:

· Handle incoming calls for sales managers;

· Prepare sales data for sales managers to meet clients;

· Prepare the sales forecast for sales manager;

· Issue sales orders;

· Follow up on sales payments; and
· Check stock and arrange printing of promotional brochures and leaflets.

According to the above listed key duties, set the “SMART” goals for Betty.  

SMART Goals:  

_______________________________________________________

_______________________________________________________

_______________________________________________________

_______________________________________________________

_______________________________________________________

_______________________________________________________

Extended Learning Activity (optional)
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Activity 3 
Giving Corrective Feedback
Using the guidelines for giving corrective feedback, provide your input to the case below:  

	Behavior
	State the behavior non-judgmentally

	Effect
	State the impact of the behavior on team / others

	Expectation
	State the expected corrective actions to be taken

	Results
	Explain the result by taking the corrective actions


To avoid making customers wait, it is important for employees to arrive on time.  Susan has been with the company for four years, and she has excellent customer service skills.  However, in the last three weeks, you noticed she had arrived late several times.  She was late four times last week by more than 25 minutes. As the supervisor of Susan, you decide to talk with her.
Suggested Feedback to Susan: 

	Behavior
	

	Effect
	

	Expectation
	

	Results
	


 Activity 4 

Performance Appraisal Objectives 
A bank has recently employed a group of young university graduates.  The management wants to develop them to take senior management positions in the future.  Amy has just been appointed as the human resources manager.  Raymond, the CEO, has called a meeting with her.  Raymond wanted to review the performance appraisal system of the bank.  Amy explained that it was important to establish clear and measurable performance goals for all of the employees.  
1. Explain what is meant by the SMART rule:

	


2. Help Amy set a performance goal for the bank:
	


3. Describe the objectives of performance appraisal to this bank:
	

	

	


Activity 5 

Performance Appraisal Process
Wing Wing is a department store established by Mr Wong 30 years ago. For years, the department store has had no formal appraisal system. Mr Wong promoted employees solely based on their length of service. Most employees prone to meet the minimum job requirements.  

Recently, a business consultant has asked Mr Wong to adopt a formal performance appraisal system, whereas other criteria should be considered for promotion.  David has just been appointed as the human resources manager at Wing Wing. Mr Wong asked David to explain to the employees the steps in the performance appraisal process before making the promotion decision for the employees.
The performance appraisal process:
	Step 1


	Step 2


	Step 3



Activity 6

Monetary and non-monetary rewards
Tai Shun is a printing firm operated in Kwun Tong employing about 50 employees, including workers, supervisors, management/clerical staff.  The firm is owned and run by Mr. Wong who is quite well known in Hong Kong as a successful entrepreneur.  In an interview with a local newspaper, Mr. Wong attributed his success to his hard work and the small management team he had so that overhead costs were kept to a minimum.  His employees, mostly serving the firm for long time, receive monthly salary as the base salary.
Recently, Mr. Wong noticed a significant drop in the productivity of the workers and the reject rate of the products had also increased.  After the discussion with the Human Resources Manager, Mr. Wong decided to change the remuneration package to include both monetary and non-monetary rewards for the employees.

.

1. List 3 monetary rewards of Tai Shun
	i. 

ii. 

iii. 


2. List 3 non-monetary rewards of Tai Shun

	i. 

ii. 

iii.


Activity 7 

Advantages of Monetary and non-monetary rewards

Happy Café is operated in Shatin.  The owner, Mr. Chan, employs 15 staff including cooks, kitchen helpers, waiters and cashier.  Basically, he offers monthly salary to his employees.
Recently, a few new cafés were started up in the same district offering a wide variety of food creating keen competition. A drop in the sales volume of Happy Café was observed.  Even worse, Mr. Chan received frequent complaints from the customers about the poor attitude of his employees.  
Apart from updating the menu, Mr. Chan is considering about the ways to motivate his employees including the better remuneration package to deal with the competition.  His friend told him that the Cafe should offer not only cash rewards but also other rewards to its employees.
1. Explain the advantages of offering base salary to staff

	

	

	


2. Explain the advantages of offering non-monetary rewards to staff
	

	

	


Activity 8
Different forms of compensation

Peter and John have just started a partnership running a real property agent company, Fu On.  Fu On is a medium-sized company specializing in middle to lower-priced residential properties.
At a partners’ meeting, Peter mentioned, “Our agents receive base salary, overtime wages and accrued time off pay as their compensation package.  However, other property agents may receive commission on the completion of the sale and purchase agreement.”  
John agreed with Peter’s idea and added, “Very often, real property agent receive commission, bonus pay and tip wages in order to motivate them to work hard.”
Describe the different forms of compensation below:
A. Time-based Pay 
	1.



	2.



	3.




B. Performance-based Pay

	1.



	2.



	3.




 Activity 9

The Purposes of Benefits
Tong Fung is a traditional Chinese restaurant serving standard Dim Sum and Cantonese cuisines.  Its customers are mostly residents in the neighbourhood.  In recent months, Tong Fung has suffered from falling sales and mounting losses. The owners of the restaurant, Ron and James came together to discuss what should be done.

James said, “In recent months there have been many complaints about our lousy service.  When customers come to our restaurant, nobody greets them.  After ordering, they normally have to wait for a period of long time before their food arrives.  Sometimes, the orders are mixed up.  Even worse, it seems that our staff do not care about customers’ complaints!”  James is reviewing the compensation systems and wonder if any change could help motivate the staff to work better. 

On the other hand, Ron wants to give monthly salary only for all employees.  James suggests that a good benefits package can make employees feel rewarded and appreciated for their work.  Discuss the supportive reasons for James.

The Purposes of Benefits
	1.



	2.



	3.



	4.  




Extended Learning Activity (optional)
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Extrinsic and Intrinsic Reward

Below is a reward list to recognise employee performance. Please indicate the types of reward by writing “E” for extrinsic rewards and “I” for intrinsic rewards. 

	1.
	(    )
	“Employee of the Month” certificate with employee’s name and department.

	2.
	(    )
	Tour to Japan for staff meeting and/or exceeding sales targets.

	3.
	(    )
	Promotion to higher ranks due to good performance.

	4.
	(    )
	“Letter of Appreciation” for receiving positive feedback letters from customers.

	5.
	(    )
	$1,000 cash coupon for being selected as the “Smiling Ambassador” of the company.

	6.
	(    )
	Chance to take up a challenging job.

	7.
	(    )
	Receive public praise from supervisor for performing a good job.

	8.
	(    )
	Take on challenging tasks using your strengths and leading to job satisfaction.

	9.
	(    )
	Promoted to a higher rank in recognition of outstanding performance.

	10
	(    )
	Move to a bigger office.

	11.
	(    )
	Receive subsidies for attending external training programs.

	12
	(    )
	Act as the Deputy Head while Department Head is on leave.

	13
	(    )
	Have lunch with CEO (Chief Executive Officer).

	14
	(    )
	Represent the company at an international conference.

	15
	(    )
	Receive stock options to purchase company stock at a discounted price.


Extended Learning Activity (optional)
Activity 11
Three Remuneration Packages
Below is the compensation and benefit packages offered by 3 different companies.  Please compare the advantages and disadvantages of each package.  Then select the package you prefer most and explain why.   
	
	Company A
	Company B
	Company C

	Basic salary
	$10,000
	$11,000
	$12,000

	Meal allowance
	$600 / month
	nil
	nil

	Overtime payment
	Yes, cash payment with maximum 3 hours everyday
	No cash payment, provide time-off 
	nil

	Annual leave
	14
	12 day, 1 more day with 1 year of service with maximum 24 days
	12

	Other leave:

Compassionate leave

Wedding leave
	5 days of wedding leave , no compassionate leave
	2 days compassionate leave and 3 days wedding leave
	Nil



	Medical  benefit  
	Cover staff, spouse and dependants with dental scheme
	Cover staff, spouse and dependants
	Cover staff only



	Bonus 
	Guarantee one extra month of salary 
	Performance bonus subject to performance, bonus range from 1 to 3 months of salary
	No bonus

	Education Sponsorship
	Maximum $10,000 per staff per year
	Nil
	Maximum $100,000 per program approved. 

	Working hours
	5 1/2 week with alternative Saturday off.  8 hours on weekdays and 4 hours on Saturday. 
	5 day’s work with 9 hours every day


	5 1/2 days a week with 8 hours on weekdays and 3 hours on Saturday.

	Retirement Plan 
	5% contribution of monthly salary from both employees and employer throughout the service period.
	5% contribution from both employees and employer for the first 5 years.  5% from employees and 10% from employer from the 6th year onward.
	Minimum MPF contribution with a maximum $1,500 per month from employees and employers respectively.
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