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Reward Compensation:

Turn the Great Resignation
Into the Great Retention

The Great Resignation'. You've heard about
it before, and you'll hear about it again in
the future. For those who think it's overblown
or not worth talking about, consider that

over 47 million people quit their jobs in 2021!

Compare that to 29 million in 2020 or even

the 35 million in 2019. 47 million? quitting in

a year is the highest number of resigna-
tions in the last two decades. And resigna-

tions are still trending up.

Resignation rates rose to record highs for
seven straight months in 2021, and a whop-
ping 4.5 million Americans quit in Novem-
ber of 2021 alone, the highest number since
resignation rates started being recorded in
2001. December saw over 4.3 million people
quit, the second highest number in recent
history. And to top it all off, 48%°® of em-
ployed people are actively thinking of leav-
ing their jobs. This problem isn't just going

to magically go away.
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So, why are people leaving? Recent stud-
ies* show that it ISN'T based solely on tra-
ditional salary or benefits, factors typically

cited by managers and executives.

The global pandemic caused a reshuffling
of priorities for many in the workforce, and
that led to the current predicament we find
ourselves in. Employees want and deserve
to be treated better. They're looking for new
workplaces that offer them more respect,
more recognition, more opportunities, and,
better or unique forms of compensation
that add value to their lives. There's no ig-
noring that we, as HR managers and busi-
ness leaders, need to do better in offering
our employees more value. What can we do
to help our people feel more valued? How

do we maintain a healthy retention rate?

Let's not beat around the bush: the answer
lies in reforming and redefining compen-
sation. The modern workforce no longer
sees compensation as simply the means
to survive, but rather the means to thrive.
A million of the 4.5 million people who
quit in November were low-wage em-
ployees looking for pay® that would im-
prove their lives, and it's widely known
that finding a new job often leads to pay
increases®, motivating even more resig-
nations. So let’'s look at compensation—
what businesses are doing, why standard
practices aren’t working to retain talent,

and how we can fix it.
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Whatls
Compensation?

The idea behind compensation is a good
old-fashioned trade. You give me your time,
effort, or expertise, and | give you money.
And while a decent paycheck used to be
more than enough to retain employees, a
competitive salary is now expected (along

with healthcare for full-time employees).
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Many companies have tried expanding
their compensation to include fun benefits
and perks beyond healthcare and insur-
ance. However, things like healthy snacks,
nap rooms, and ping pong tables invite
issues of their own. Many of these creative
benefits are underused or underappreci-
ated (paid gym memberships, anyone?),
and they're often viewed as simple distrac-
tions by those who don't use the benefit.
This one-size-fits-all approach to providing
benefits is ill-suited to retaining individual

employees or improving their lives.

So a good salary is expected in the work
environment, and creative benefits can
only get you so far. How do companies
boost their compensation, then? What's
the most common method many compa-
nies use to retain talent? Enter the tradi-

tional bonus.



Traditional Bonuses:
Retention Needs More

Bonuses were created way back in the In-
dustrial Revolution’. Employers were look-
ing for ways to create loyalty, and they
were mostly used as a balm to cover up
poor employee experience. “You worked
12-hour days with no breaks without sitting
down even once? Here's some extra cash.”
Luckily, bonuses have come a long way
since then, and they’re now used to reward
employees for their efforts in many differ-

ent ways.

Bonuses are great in theory, but they also
provide a lot of potential problems. Some
bonuses are only given to high-performers
or those who have been tenured the lon-
gest. At best, these types of bonuses help
retain a small portion of the workforce; at
worst, they communicate that an employ-
ee is only valuable to the organization if

they're in the highest-performing group.

Even holiday bonuses pose concerns for
those wanting to boost retention. January
historically has the highest turnover rates®
for most industries. That means many em-
ployees are simply staying until the hol-
idays to get their bonus before they quit.

A bonus strategy which ignores this trend

~N

defeats the whole purpose of a bonus: re-
tention that extends throughout the year!

Let's look at more pitfalls of bonuses:

+ Bonuses can create feelings of unfair-

ness, jealousy, or disappointment.

+ Bonuses often create temporary compli-
ance, where employees stop the desired

behavior after achieving the bonus.

« Bonuses may set unrealistic expecta-
tions, especially if a company can’t of-

fer consistently satisfying amounts.

+ Bonuses sometimes foster unhealthy

competition instead of collaboration.

Do you see the running theme here?
Compensation is a vital part of retaining
employees and surviving the Great Res-
ignation, but competitive salaries aren't
enough anymore. And bonuses can com-
plicate matters if not done properly. This
leaves companies in a compensation co-
nundrum. What can you offer to be more
competitive? What will have the desired
effect of giving tangible, noticeable value

to your people by improving their lives?
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Introducing
Awardco Pay

Awardco has developed a strategy that in-
corporates bonuses, rewards, and recog-
nition and elevates all of these factors into
something great: Awardco Pay, otherwise

known as Reward Compensation.

Reward Compensation is a form of bonus
compensation that is given to every em-
ployee at regular intervals. This compen-
sation does not come out of the employee’s
regular salary, but instead it is a clever use
of budgets most companies already have
set aside: bonuses, service anniversaries,

recognition, wellness, etc.

Here’s the key, though. Reward Compen-
sation is not just a holiday bonus or one-
time gift. Remember, bonuses can some-
times create as many issues as they solve.
Instead, this reward compensation would
be given to that employee in regular in-
stallments throughout the year. So if you
want to give them Reward Comp in addi-
tion to their paycheck, you would give them
around $20 per payday. If you'd rather offer
that extra compensation each month, you

could give them $40 on a specific day.




The point of Reward Compensation is to show that you value and care for all of your employ-

ees throughout the year, not just at irregular intervals. To that end, here are a few key best

practices when implementing Reward Compensation:

e Make it different from regular com-
pensation. Like we mentioned above,
this compensation needs to be differ-
ent than what an employee earns in
salary. In fact, employees don't really
have to earn Reward Comp. It's a gift
from employers to employees to show
their appreciation. We recommend
providing this extra cash in the form of
points on the Awardco platform. This
will ensure employees can spend it on
something fun instead of more mun-

dane things (bills, groceries, etc.).

e Ensure every single employee re-
ceives something. How you give out
Reward Comp is up to you. However,
the ultimate goal of this compensa-
tion is retention throughout the year.
If you don't provide reward compen-
sation to every employee, you won't
boost retention for every employee—

it's as simple as that.

e Give it out at regular intervals. We
recommend you distribute Reward
Comp on pay day, but whether you
decide to do something weekly,
bi-weekly, or monthly, the point of
this program is to provide people with
something they can look forward to

throughout the year.

A note on using points on the Awardco
platform. With these points, employees
can spend their Reward Compensation on
anything they want, including items from
Amazon, restaurant gift cards, or event
tickets. Plus, you can even manage what
your employees spend their points on, if
you like, by creating custom catalogs filled
with thousands of curated items. This guar-

antees employees buy something fun!

This “payday positivity” (trademark pend-
ing) allows employers to give tangible re-
wards on a regular basis to each employ-
ee—tangible rewards that can make a real
positive impact in their lives. Employees
won't have to wait for an end-of-year bo-
nus that may or may not be the amount
they're hoping for, and they won't use holi-
day bonus money to pay off bills or Christ-
mas presents. With Reward Compensation,

retention becomes an all-year initiative.



Reward Compensation Recommmendations

You may be wondering how exactly you should give your employees Awardco Pay. What is
most effective? Every paycheck? Each month? We want to provide a few ideas that will hope-
fully help you come up with the system that works best for your company and your budget
(because that's the best part of Reward Compensation—it's so flexible that you can utilize it

however you see fit!).

How Much Should You Give
Each Employee?

Thisis a question that each organization will
have to answer on their own. A good base-
line to start with would be to set aside 1%
of an employee’s salary for Reward Com-
pensation. As stated earlier, a wise starting
point is to reallocate existing budget (like
regular bonuses or service awards) to use
for Reward Compensation instead (be-
cause this is meant to augment or replace

ineffective programs anyway).

The gold standard would be to dedicate
2% of payroll strictly to rewards and recog-
nition and 3% to bonus compensation. We
want to show employees that they really
are the most important part of our busi-

ness, and our goal is to retain and recruit

the best talent we can.



1. Should Every Employee Be Given
the Ssame?

This is a big one. Is it best to give everyone
the same amount or base Reward Comp
on tenure? Once again, this is a question
you'll have to answer, but we'll just reiter-
ate what we said above: every employee
should feel regularly valued with Reward
Compensation. So if you tie the amount
to tenure, make sure those in their first
year still get something, even if it's a lower
amount. The average tenure for Millennials®
is two years and nine months, and less for
Gen Z (two years and three months). We're
willing to bet that a good portion of your
workforce is made up of these two groups
(35%° of the workforce in America are Mil-
lennials alone). So if you leave out new em-
ployees, a large chunk of your workforce
won't be rewarded regularly. Which means

more fuel for the Great Resignation fire.

2. What Are Some Recommendations
for This Program?

You can provide Reward Comp in all sorts
of ways. Providing everyone with some
Awardco points every pay period or every
month is the simplest. However, there are

other creative uses for Awardco Pay:

Direct Spending to Specific Rewards. Us-
ing Awardco's Smart Award Networks, you
can ensure Reward Comp is spent on spe-
cific rewards. If you give out points by the
month, you could give each month themed
rewards. In June you could provide outdoor

points for people to get new hiking shoes,
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new workout clothes, or new camping
gear. January could be the “stay indoors”
month, with points toward streaming ser-

vices, food delivery, or blankets.

Tie Awardco Pay in with other programs.
Do you have a wellness program or gym
membership program that isn't being used
much? Tie Reward Comp in and provide
points for people to use on what wellness
means to them! That could be home work-
out equipment, clothing, gym member-

ships, or yoga classes.

Use Awardco Pay to create an experience.
Make Reward Compensation even more
special by curating experiences. Give peo-
ple points to go to a fancy dinner with a
loved one once a month. Provide the points
for tickets to a theme park. You could also
provide these points as a type of travel sti-
pend—give everyone points they can use

for plane tickets or hotel stays.

Celebrate service anniversaries with
Awardco Pay. Instead of rewarding an
employee once on their service anniver-
sary date, give them points throughout the
year based on their tenure. This will give
them positive experiences throughout the
year to remind them why they love where

they work.

However you choose to give out Reward
Compensation, providing points, experi-
ences, or rewards throughout the year will
help employees stay excited, build loyalty,

and feel valued.

Team Stage



Why Consider Reward
Compensation?

You may wonder why this is worth it or
where you're going to get the budget to of-
fer Reward Compensation. Let’s work out a
simple example to see the numbers more
clearly. If you're a small business with 100
employees and have an average salary of
$45,000, you have a payroll of 4.5 million.
To offer 3% of payroll for reward compen-
sation, you'll dedicate $135,000 per year (if
you pay every employee an equal amount
monthly, that’s around $100 a month per

employee!).

You may think that sounds like a lot (and
for your employees, an extra $100 is a lot—
which is awesomel), but that's the best
part: in most cases you've already budget-
ed for (somewhat ineffective) programs to
boost retention, so you can reallocate that
budget and distribute it into Reward Com-
pensation. That would make sure every

employee is rewarded regularly and fairly.

(EACH MAKE $45,000)

100 EMPLOYEED

3% OF $45,000
\, ~$1350

i

$50 PER EMPLOYEE
PER PAYCHECK!
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And even if budget would need to be in-
creased for Reward Compensation, as a
form of recognition and rewards, this pro-
gram will pay for itself. With regular recog-

nition and rewards, you can:
* Improve employee engagement by 2X"
¢ Reduce voluntary turnover by 31%"
* Increase productivity by 17%"

With greater engagement and productivity,
you'll have happier employees who produce
better work. PLUS, with that reduced turnover,

you'll save even more money.

Each employee who quits costs up to .5 to
2X" of that employee’s annual salary to re-

place. So, hiring and training a replacement
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employee making $50,000 will cost you
anywhere from $25,000 to $100,000. Think
about that the next time you're sitting in a

budget meeting and turnover is mentioned.

As we mentioned before, creative, one-
size-fits-all benefits don't boost retention
for everyone. With reward compensation,
you provide every employee the opportu-

nity to choose the perks they want.

Awardco can help you avoid ever-expand-
ing turnover costs with Awardco Pay. Rec-
ognize and reward each and every em-
ployee consistently, and you will see more

engaged, happy, and loyal employees.
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The Bottom Line

When you invest in rewarding your em-
ployees, you'll see huge dividends for your
bottom line. Period. Awardco Pay is the
newest innovation in employee rewards
and bonuses, and we're confident that
employees everywhere will appreciate
getting reward compensation along with

the benefits they already receive.

If you're interested in learning more
about how Awardco Pay can revamp,
replenish, and reinvigorate your bonus
structure, get in contact with us. We're
more than happy to help you set up this
feature to try it for yourself and answer

any questions you may have.

ASKUS YOUR
BUESTIONS!!




