
obt^oafkd qeb qlm
j^k^dbjbkq qb^j

pfjlk m^qqboplkI m^qqboplk ^ppl`f^qbp iim
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CEO Tier 1 Tier 2 Tier 3

Figure A: Median Pay (All Companies)

Salary Pension & Benefits Bonus LTIs

£m

Median Total
Compensation Per Assumed Number

Person of People in Tier
£ thousands

CEO 2091 1

Tier 1 1043 4

Tier 2 560 15

Tier 3 295 50
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ÅçåíêáÄìíÉ=íç=íÜÉ=çîÉê~ää=ëìÅÅÉëë=çÑ

íÜÉ=ëíê~íÉÖó=ã~ó=åçí=ÄÉ=ÅäÉ~ê
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√ qÜÉ=ÄìÇÖÉíJëÉííáåÖ=éêçÅÉëë=ìëì~ääó

ÑçÅìëÉë=çå=íÜÉ=åìãÉêáÅ~ä=í~êÖÉíë=íç

ÄÉ=~ÅÜáÉîÉÇ=ê~íÜÉê=íÜ~å=çå=Üçï=íÜÉó

ëÜçìäÇ=ÄÉ=~ÅÜáÉîÉÇ

√ dç~äë=ã~ó=ÄÉ=áåëìÑÑáÅáÉåíäó=ëíêÉíÅÜáåÖ

√ mÉêëçå~ä=çÄàÉÅíáîÉë=ã~ó=ÄÉ=ÖáîÉå=~

ÜÉ~îó=ïÉáÖÜíáåÖI=ÇÉëéáíÉ=íÜÉ=Ñ~Åí=íÜ~í

íÜÉó=ã~ó=åçí=ÄÉ=ïÉää=ÅçêêÉä~íÉÇ=ïáíÜ

çîÉê~ää=ëíê~íÉÖó

√ ^å=áåëìÑÑáÅáÉåí=éêçéçêíáçå=çÑ=ÅçãJ

éÉåë~íáçå=ã~ó=ÄÉ=ÑçÅìëÉÇ=çå

ãìäíáJóÉ~ê=çÄàÉÅíáîÉëK

PK i~Åâ=çÑ=ÇáÑÑÉêÉåíá~íáçå=ÄÉíïÉÉå=áåÇáîáÇìJ

~äë

√ qÜÉ=ëÉäÉÅíÉÇ=éÉêÑçêã~åÅÉ=ÜìêÇäÉë

ã~ó=åçí=ÄÉ=ÅçåÇìÅáîÉ=íç=ÇáëíáåÖìáëÜJ

áåÖ=íÜÉ=ÄÉëí=éÉêÑçêãÉêë=Ñêçã=íÜÉ=êÉëíI

ïáíÜ=íÜÉ=êÉëìäí=íÜ~íW=

√ qÜÉ=Ö~é=áå=é~ó=ÄÉíïÉÉå=íÜÉ=çìíJ

ëí~åÇáåÖ=éÉêÑçêãÉêë=~åÇ=ãÉÇáçÅêÉ

éÉêÑçêãÉêë=ã~ó=ÄÉ=ëã~ää

√ qÜÉ=ÅçãéÉåë~íáçå=ÄìÇÖÉí=ã~ó=ÄÉ

ëéêÉ~Ç=ïáÇÉäóI=~åÇ=íÜìë=íçç=íÜáåäó=áå

éä~ÅÉëK

REWARDING PERFORMANCE - 

AN ILLUSTRATION:

qÜÉ=ÅáêÅìãëí~åÅÉë=ÇÉëÅêáÄÉÇ=ÜÉêÉ=~êÉ=ÑáÅJ

íáçå~ä=Äìí=áääìëíê~íÉ=íÜÉ=ï~ó=áå=ïÜáÅÜ=~å

áåÅÉåíáîÉ=ëÅÜÉãÉ=ã~ó=Ñ~áä=áå=ãçíáî~íáåÖ=íÜÉ

ëÉåáçê=ã~å~ÖÉãÉåí=íÉ~ãK

iÉí=ìë=ëìééçëÉ=íÜ~í=`çäáå=áë=íÜÉ=`bl=çÑ=~

däçÄ~ä=cáå~åÅá~ä=pÉêîáÅÉë=Åçãé~åóK=eÉ=Ü~ë

êÉ~Ç=içì=dÉêëíåÉêÛë=Äççâ=~åÇ=âåçïë=íÜÉ

Çêáää=JJ=ÖêÉ~í=ëíê~íÉÖó=áë=~ää=~Äçìí=ÉñÉÅìJ

íáçåÒK=_ìí=ÜÉ=Ü~ë=~=éêçÄäÉãW=íÜÉ=íÉ~ã=áëåÛí

ÉñÉÅìíáåÖK

qÜÉ=ëíê~íÉÖó=áë=~=ÖççÇ=çåÉ=Äìí=áí=ãìëí=ÄÉ

ÉñÉÅìíÉÇ=Ñä~ïäÉëëäóK=qÜÉ=íçé=íÉ~ã=åÉÉÇë=íçW

√ rëÉ=íÜÉ=Åçãé~åóÛë=ÖÉçÖê~éÜáÅ=ëéêÉ~Ç=~ë



~å=~Çî~åí~ÖÉI=áåëíÉ~Ç=çÑ=~=Åçëí=ÄìêÇÉå

√ qìêå=íÜçëÉ=ÅêçëëJÄçêÇÉê=Å~é~ÄáäáíáÉë=áåíç

î~äì~ÄäÉ=ëÉêîáÅÉ=çÑÑÉêáåÖëI=~åÇ

√ cçÅìë=éêçÇìÅí=Öêçìéë=~åÇ=êÉä~íáçåëÜáé

ã~å~ÖÉêë=çå=íÜÉ=ãçëí=éêçÑáí~ÄäÉ=ÅìëJ

íçãÉêë=J=íÜÉ=ÅäáÉåíë=ïÜç=Ü~îÉ=ãçåÉóI

åçí=íÜÉ=çåÉë=ÄçêêçïáåÖ=áíK

qáãÉ=áë=êìååáåÖ=çìí=ÄÉÅ~ìëÉ=íÜÉ=áåîÉëíçêë

ÉñéÉÅí=É~êåáåÖë=ÖêçïíÜ=~åÇ=çåÉ=ã~å

Å~ååçí=~ÅÅçãéäáëÜ=íÜáë=~äçåÉK=qÜÉ=Öêçìé=çÑ

TM=ÉñÉÅìíáîÉë=áå=íÜÉ=ëÉåáçê=ã~å~ÖÉãÉåí

íÉ~ã=Ü~îÉ=ã~åó=~åÇ=î~êáÉÇ=íáíäÉëI=Äìí=íÜÉó

ãìëí=ÄÉ=íÜÉ=éêáã~êó=ÇêáîÉêë=çÑ=ÉñÉÅìíáçåK

eìêêóáåÖ=íç=íÜÉ=eìã~å=oÉëçìêÅÉë=ÇÉé~êíJ

ãÉåí=EeoFI=`çäáå=~ëâë=áÑ=íÜÉ=íÉ~ãÛë=é~ó=Å~å

ÄÉ=äáåâÉÇ=ãçêÉ=ÅäÉ~êäó=íç=ëíê~íÉÖóK=qÜÉ=eo

ÇÉé~êíãÉåí=ÉåÖ~ÖÉ=~=ïÉää=âåçïå=êÉãìåÉêJ

~íáçå=~Çîáëçêó=ÑáêãI=ïÜç=êÉëÉ~êÅÜ

ÅçãéÉíáíçê=é~ó=éê~ÅíáÅÉëI=~ãçåÖ=çíÜÉê

íÜáåÖëI=~åÇ=ÇÉîÉäçé=~=åÉï=~ååì~ä=Äçåìë

ëíêìÅíìêÉI=~åÇ=~=éêçÖê~ããÉ=çÑ=éÉêÑçêJ

ã~åÅÉ=ëÜ~êÉ=Öê~åíëÒK

bîÉêóçåÉ=áë=ÉñÅáíÉÇI=~åÇ=íÜÉ=oÉãìåÉê~íáçå

`çããáííÉÉ=~ééêçîÉ=íÜÉ=åÉï=éä~åë=ÉåíÜìëáJ
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~ëíáÅ~ääóK==tÜ~í=Å~å=Öç=ïêçåÖ\=

qÜÉ=Åçãé~åó=åÉîÉê=ÅçãÉë=ÅäçëÉ=íç=~ÅÜáÉîJ

áåÖ=áíë=Öç~äëW==`ìëíçãÉê=êÉîÉåìÉ=ÖêçïíÜ

Ñ~áäë=íç=ã~íÉêá~äáòÉI=~åÇ=éêçÑáí=ã~êÖáåë=~êÉ

ëèìÉÉòÉÇ=Äó=áåíÉåëÉ=ÅçãéÉíáíáçåK==få=íÜÉ

ÅáêÅìãëí~åÅÉëI=óçì=ïçìäÇ=ÉñéÉÅí=íÜÉ=åÉï

éÉêÑçêã~åÅÉ=éä~å=íç=ÇÉäáîÉê=êÉÇìÅÉÇ=é~ó

~ï~êÇëI=Äìí=áåëíÉ~ÇW=

√ p~ä~êáÉë=Öêçï=NRB=EíÜÉ=ÅçãéÉíáíáîÉ

ã~êâÉí=Ñçê=Ä~åâÉêë=Ü~ë=ÜÉ~íÉÇ=ìéF

√ jçêÉ=íÜ~å=TRB=çÑ=íÜÉ=íçé=íÜêÉÉ=ã~å~ÖÉJ

ãÉåí=äÉîÉäë=ÖÉí=éÉêëçå~ä=éÉêÑçêã~åÅÉ

ê~íáåÖë=çÑ=QÒ=çê=RÒ=Eçå=~=R=éçáåí=ëÅ~äÉF

~åÇ=éÉêÑçêã~åÅÉ=ëÜ~êÉë=~êÉ=~ï~êÇÉÇ

~ÅÅçêÇáåÖäóK=få=Ñ~ÅíI=åçJçåÉ=~ééÉ~êë=íç

ÄÉ=~ÄäÉ=íç=íÉää=ïÜç=íÜÉ=íçé=ÅçåíêáÄìíçêë

êÉ~ääó=~êÉ

√ páÖåáÑáÅ~åí=~ååì~ä=Äçåìë=~ï~êÇë=~êÉ

é~áÇ=íç=íÜÉ=ëÉåáçê=ã~å~ÖÉãÉåí=íÉ~ã

√ qÜÉ=î~äìÉ=çÑ=ä~êÖÉ=ëíçÅâ=Öê~åíë=ïÜáÅÜ

Ü~Ç=ÄÉÉå=ã~ÇÉ=áå=íÜÉ=é~ëí=J=ëéêÉ~Ç=çîÉê

íÜÉ=íçé=íÜêÉÉ=ã~å~ÖÉãÉåí=äÉîÉäë=J

åÉ~êäó=ÇçìÄäÉI=ÄÉÅ~ìëÉ=çÑ=í~âÉçîÉê

êìãçìêëK=



iÉí=ìë=åçï=Éñ~ãáåÉ=ïÜ~í=Å~å=ÄÉ=ÇçåÉ=íç

~ÇÇêÉëë=íÜÉ=ÅÜ~ääÉåÖÉ=çÑ=äáåâáåÖ=é~ó=íç

ëíê~íÉÖóW

NW ^ÅíáîÉäó=ã~å~ÖÉ=ÅçãéÉåë~íáçå=Åçëíë

OW ^äáÖå=é~ó=ïáíÜ=éÉêÑçêã~åÅÉ

PW aáÑÑÉêÉåíá~íÉ=ÄÉíïÉÉå=áåÇáîáÇì~äëK

1: ACTIVELY MANAGE COMPENSATION COSTS

Desirable information
j~å~ÖáåÖ=ëçãÉíÜáåÖ=ïÉää=êÉèìáêÉë=ÖççÇ

áåÑçêã~íáçåK==få=íÜáë=Å~ëÉ=ÇÉÅáëáçå=ã~âÉêë

ëÜçìäÇ=ÄÉ=áåíáã~íÉäó=ÄêáÉÑÉÇ=çå=ëíê~íÉÖó=~åÇ

ëÜçìäÇ=ï~åí=íç=âåçïW

NK eçï=ãìÅÜ=áë=ÄÉáåÖ=ëéÉåí=çå=íÜÉ=ÅçãJ

éÉåë~íáçå=çÑ=íÜÉ=ëÉåáçê=ã~å~ÖÉãÉåí

íÉ~ã=

OK eçï=ãìÅÜ=íÜÉ=åìãÄÉê=Ü~ë=Öêçïå=~åÇ=

PK qÜÉ=êÉ~ëçåë=Ñçê=íÜÉ=áåÅêÉ~ëÉëK==

få=íÜÉ=rhI=ÉñÉÅìíáîÉ=ÇáêÉÅíçêëÛ=é~ó=~åÇ

ìëì~ääó=íÜ~í=çÑ=çíÜÉê=íçé=ã~å~ÖÉêë=áë=íÜÉ

êÉëéçåëáÄáäáíó=çÑ=íÜÉ=oÉãìåÉê~íáçå

`çããáííÉÉK==eçïÉîÉêI=ïÜÉíÜÉê=áí=áë=íÜÉ

ÅçããáííÉÉ=çê=~åçíÜÉê=ÄçÇóI=~ää=íÜçëÉ

áåîçäîÉÇ=ëÜçìäÇ=ÄÉ=ïÉää=áåÑçêãÉÇK=

`çãé~åáÉë=ã~ó=ëáãéäó=åçí=ÄÉ=çêÖ~åáòÉÇ=áå

~=ï~ó=ïÜáÅÜ=Éå~ÄäÉë=íçí~ä=ÅçãéÉåë~íáçå=íç

ÄÉ=ã~å~ÖÉÇ=áå=çåÉ=éä~ÅÉK==fåÇáîáÇì~ä=é~ó

éêçÖê~ããÉë=íÉåÇ=íç=ÄÉ=ã~å~ÖÉÇ=Äó=ëéÉJ

Åá~äáëíë=~Åêçëë=ÇáÑÑÉêÉåí=é~êíë=çÑ=íÜÉ

çêÖ~åáë~íáçåI=áå=ëáäçëK=

cçê=Éñ~ãéäÉI=Ñçê=íÜÉ=ëÉåáçê=ã~å~ÖÉãÉåí

íÉ~ã=EéÉêÜ~éë=ÉñÅäìÇáåÖ=íÜçëÉ=Ü~åÇäÉÇ=Äó

íÜÉ=oÉãìåÉê~íáçå=`çããáííÉÉFW

√ p~ä~êáÉë=ã~ó=ÄÉ=ÇÉíÉêãáåÉÇ=êÉÖáçå~ääó=

√ _çåìë=~ï~êÇë=ã~ó=ÄÉ=ÇÉíÉêãáåÉÇ=Äó

ÄìëáåÉëë=ìåáí=

√ içåÖJíÉêã=áåÅÉåíáîÉë=EëÜ~êÉ=~åÇ=çéíáçåë

Öê~åíëF=ã~ó=ÄÉ=ÇÉíÉêãáåÉÇ=~í=íÜÉ=ÅçêéçJ
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ê~íÉ=ÜÉ~Ç=çÑÑáÅÉI=Ü~åÇäÉÇ=Äó=íÜÉ

Åçãé~åó=ëÉÅêÉí~êá~í=ìåÇÉê=íÜÉ=_ç~êÇÛë

ÇáêÉÅíáçå

√ qÜÉ=éÉåëáçåë=ÇÉé~êíãÉåíI=~åÇ=áíë=~ÇîáJ

ëçêëI=ã~ó=Ü~åÇäÉ=éÉåëáçåë

√ qÜÉ=î~äìÉ=çÑ=ÄÉåÉÑáíë=ã~ó=î~êó=ïáÇÉäó

~åÇ=ÄÉ=ëÉí=äçÅ~ääóK

qÜìëI=åç=çåÉ=~êÉ~=áë=~ÅÅçìåí~ÄäÉ=Ñçê=íÜÉ

íçí~ä=áåîÉëíãÉåíK=

^=ÑìêíÜÉê=ÅçãéäáÅ~íáçå=áë=íÜ~í=ÑÉï=fq

ëóëíÉãë=~êÉ=ëÉí=ìé=íç=Å~éíìêÉ=~åÇ=êÉéçêí

íçí~ä=ÅçãéÉåë~íáçå=Äó=é~ó=ÅçãéçåÉåíK

póëíÉãë=ã~ó=ÄÉ=áåÅçãé~íáÄäÉ=~åÇ=ëçãÉ

Äçåìë=Å~äÅìä~íáçåë=ã~ó=ÄÉ=ÇçåÉ=ã~åì~ääóK

qÜÉêÉÑçêÉ=áí=ã~ó=åçí=ÄÉ=éçëëáÄäÉ=íç

Éñ~ãáåÉ=íÜÉ=íçí~ä=ÅçãéÉåë~íáçå=Åçëí=Ñçê=íÜÉ

íçé=íÜêÉÉ=ã~å~ÖÉãÉåí=äÉîÉäë=áå=íÜÉ=ï~ó

íÜ~í=çíÜÉê=ã~àçê=mCi=Åçëíë=~êÉ=ÅçåëáÇÉêÉÇK=

Introduce a database
^=ëã~ääI=Äìí=ÖêçïáåÖI=åìãÄÉê=çÑ=Åçãé~åáÉë

~êÉ=ÄÉÖáååáåÖ=íç=íêÉ~í=íçí~ä=ÅçãéÉåë~íáçå

Åçëí=äáâÉ=~=ã~àçê=áåîÉëíãÉåíI=ê~íÜÉê=íÜ~å=~

Åçëí=çÑ=ÇçáåÖ=ÄìëáåÉëëI=ÇáÅí~íÉÇ=Äó=íÜÉ

ÉñíÉêå~ä=ã~êâÉíK=^å=áåíÉÖê~íÉÇ=Ç~í~Ä~ëÉ=íÜ~í

éêçÇìÅÉë=ã~å~ÖÉãÉåí=áåÑçêã~íáçå=áë=íÜÉ

ÑçìåÇ~íáçå=Ñçê=íÜáë=~ééêç~ÅÜK==qÜáë=Ç~í~Ä~ëÉ

ïçìäÇ=áåÅäìÇÉ=íÜÉ=~ååì~äáòÉÇ=Åçëí=çÑ=~ää

é~ó=ÅçãéçåÉåíë=J=ë~ä~êóI=~ååì~ä=ÄçåìëI

äçåÖJíÉêã=áåÅÉåíáîÉëI=ëíçÅâ=çéíáçåëI=éÉåJ

ëáçåë=~åÇ=çíÜÉê=ÄÉåÉÑáíë=J=Äó=ÉñÉÅìíáîÉI=~åÇ

Äó=ÄìëáåÉëë=ìåáí=çîÉê=íÜÉ=é~ëí=PJR=óÉ~êëK=fí

ïçìäÇ=~äëç=áåÅäìÇÉ=êÉäÉî~åí=éÉêÑçêã~åÅÉ

áåÑçêã~íáçå=ëìÅÜ=~ë=~ååì~ä=éÉêÑçêã~åÅÉ

~ééê~áë~ä=ê~íáåÖëI=äÉ~ÇÉêëÜáé=éçíÉåíá~ä

ê~íáåÖë=~åÇ=~=íê~Åâ=êÉÅçêÇ=çÑ=ÇÉäáîÉêó=çÑ

êÉëìäíë=E~Åíì~ä=îÉêëìë=ÄìÇÖÉíF=çîÉê=íÜÉ=é~ëí

PJR=óÉ~êëK

qÜáë=áåÑçêã~íáçå=ïçìäÇ=Éå~ÄäÉ=íÜÉ=ÇÉÅáëáçå

ã~âÉêë=íç=~åëïÉê=~=åìãÄÉê=çÑ=áãéçêí~åí

èìÉëíáçåë=áå=~=Ñ~ÅíJÄ~ëÉÇ=~åÇ=ÅçãéÉääáåÖ

ã~ååÉêI=~åÇ=ãçåáíçê=çåÖçáåÖ=íêÉåÇë



êÉÖ~êÇáåÖ=íÜÉ=íçé=íÜêÉÉ=ã~å~ÖÉãÉåí=äÉîÉäëK

cçê=Éñ~ãéäÉW

√ eçï=Ü~ë=íçí~ä=ÅçãéÉåë~íáçå=Åçëí=Öêçïå

Ñçê=íÜÉ=ëÉåáçê=ã~å~ÖÉãÉåí=Öêçìé=áå

êÉÅÉåí=óÉ~êë\=

√ táíÜáå=ÄìëáåÉëë=ìåáíëI=Üçï=ÇçÉë=íÜÉ

ÖêçïíÜ=áå=êÉîÉåìÉ=~åÇ=É~êåáåÖë

Åçãé~êÉ=íç=íÜ~í=çÑ=ÅçãéÉåë~íáçå\=

√ fë=é~ó=ãáñ=ÅçåëáëíÉåí=ïáíÜ=ÅÜ~åÖáåÖ

ÄìëáåÉëë=ìåáí=ëíê~íÉÖáÉë=EÉKÖKI=ÑáñÉÇ

îÉêëìë=éÉêÑçêã~åÅÉ=î~êá~ÄäÉI=ëÜçêíJíÉêã

îÉêëìë=äçåÖÉêJíÉêãI=Åçêéçê~íÉJÄ~ëÉÇ

êÉï~êÇë=îÉêëìë=ÄìëáåÉëë=ìåáí=äáåâÉÇ

êÉï~êÇëF\

√ fë=ÉåçìÖÜ=éÉêÑçêã~åÅÉJçêáÉåíÉÇ=é~ó

äáåâÉÇ=íç=ÄìëáåÉëë=ìåáí=ëìÅÅÉëë\

√ eçï=ÇçÉë=íçí~ä=ÅçãéÉåë~íáçå=Åçëí=éÉê

ÉñÉÅìíáîÉ=Åçãé~êÉ=~Åêçëë=íÜÉ=ÜÉ~Ç

çÑÑáÅÉ=~åÇ=ÄìëáåÉëë=ìåáíë\=

√ ^êÉ=íÜÉ=åìãÄÉê=çÑ=ÉñÉÅìíáîÉë=~åÇ=ÅçãJ

éÉåë~íáçå=Åçëí=Ñçê=~åó=ÄìëáåÉëë=ìåáí

ÖêçïáåÖ=ÇÉëéáíÉ=ä~ÖÖáåÖ=éÉêÑçêã~åÅÉ

EïáíÜçìí=~=ÖççÇ=êÉ~ëçåF\

√ ^êÉ=íÜÉ=ÜáÖÜÉëí=ê~íÉÇ=ÅçåíêáÄìíçêë=~åÇ

ÜáÖÜÉëí=éçíÉåíá~ä=ÑìíìêÉ=äÉ~ÇÉêë=ÄÉáåÖ

é~áÇ=ÉåçìÖÜI=êÉä~íáîÉ=íç=~îÉê~ÖÉ=éÉêJ

ÑçêãÉêë\

√ ^êÉ=íÜÉ=ïÉ~âÉëí=éÉêÑçêãÉêë=ÖÉííáåÖ=é~áÇ

íçç=ãìÅÜ\==

cáÖìêÉ=_=áääìëíê~íÉë=Üçï=çåÉ=Åçãé~åó

êÉéçêíë=íçí~ä=ÅçãéÉåë~íáçå=Åçëí=Ñçê=íÜÉáê=íçé

íÜêÉÉ=ã~å~ÖÉãÉåí=äÉîÉäëK=qÜáë=ÅÜ~êí=~åÇ=~

åìãÄÉê=çÑ=ãçêÉ=ÇÉí~áäÉÇ=ëìééçêíáåÖ=~å~äóJ

ëÉëI=êÉä~íáåÖ=é~ó=~åÇ=éÉêÑçêã~åÅÉI=~êÉ

éêÉëÉåíÉÇ=~ååì~ääó=Ñçê=êÉîáÉïK=fí=éêçîáÇÉë=~

ìëÉÑìä=ÄìëáåÉëë=ÅçåíÉñí=Ñçê=ÇáëÅìëëáåÖ=íÜÉ

~ääçÅ~íáçå=çÑ=ÅçãéÉåë~íáçå=êÉëçìêÅÉë=~Åêçëë

ÄìëáåÉëëÉëI=éÉêÑçêã~åÅÉ=ãÉ~ëìêÉãÉåí

áëëìÉëI=áåÅÉåíáîÉ=éä~å=ÇÉëáÖå=áëëìÉë=~åÇ

çééçêíìåáíáÉë=íç=áãéêçîÉ=íÜÉ=äáåâ=ÄÉíïÉÉå

é~ó=~åÇ=âÉó=ÄìëáåÉëë=áåáíá~íáîÉëK=
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2: ALIGN PAY WITH PERFORMANCE

Strategy execution challenges
få=gìäóJ^ìÖìëí=OMMRI=íÜÉ=e~êî~êÇ=_ìëáåÉëë

oÉîáÉï=áåÅäìÇÉÇ=~å=~êíáÅäÉ=Äó=jáÅÜ~Éä

j~åâáåë=~åÇ=oáÅÜ~êÇ=píÉÉäÉI=íáíäÉÇ=qìêåáåÖ

dêÉ~í=píê~íÉÖó=áåíç=dêÉ~í=mÉêÑçêã~åÅÉÒK==^

ëìêîÉó=ÅçãéäÉíÉÇ=Äó=j~ê~âçå=^ëëçÅá~íÉë

~åÇ=íÜÉ=bÅçåçãáëí=fåíÉääáÖÉåÅÉ=råáí=áå=OMMQI

ÅçîÉêáåÖ=NVT=Åçãé~åáÉë=~êçìåÇ=íÜÉ=ïçêäÇ

ïáíÜ=ë~äÉë=ÉñÅÉÉÇáåÖ=ARMM=ãáääáçåI=éêçîáÇÉÇ

íÜÉ=ëçìêÅÉ=Ñçê=íÜÉëÉ=ÑáåÇáåÖëK=

få=íÜáë=~êíáÅäÉI=j~åâáåë=~åÇ=píÉÉäÉI=íïç

j~ê~âçå=m~êíåÉêëI=ÅçåÅäìÇÉ=íÜ~í=Åçãé~åáÉë

íóéáÅ~ääó=êÉ~äáòÉ=çåäó=~Äçìí=SMB=çÑ=íÜÉ

éçíÉåíá~ä=î~äìÉ=çÑ=íÜÉáê=ëíê~íÉÖó=ÄÉÅ~ìëÉ=çÑ

ÇÉÑÉÅíë=~åÇ=ÄêÉ~âÇçïåë=áå=éä~ååáåÖ=~åÇ

ÉñÉÅìíáçåK=lîÉê=RMB=çÑ=íÜáë=éÉêÑçêã~åÅÉ

Ö~é=Å~å=ÄÉ=~ííêáÄìíÉÇ=íç=áëëìÉë=ïÜáÅÜ=ÅçìäÇ

ÄÉ=êÉëçäîÉÇ=Äó=ÉÑÑÉÅíáîÉ=éÉêÑçêã~åÅÉ=ã~åJ

~ÖÉãÉåí=~åÇ=êÉï~êÇ=ëóëíÉãëK==péÉÅáÑáÅ

ëçìêÅÉë=çÑ=ÄêÉ~âÇçïåë=áå=éä~ååáåÖ=~åÇ

ÉñÉÅìíáçå=ÅáíÉÇ=Äó=ëìêîÉó=êÉëéçåÇÉåíë

áåÅäìÇÉÇW
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Figure B: Top Three Management Levels 
Annual Compensation *

By Business
Unit

By Pay 
Mix

By 
Component

Salary

Total
£30m

A

LTIP

Variable with 
performance

£12m
Total
£30m

Pension & Benefits

B

C

Bonus Stock 
Options

* Annual Compensation includes salaries, annual bonuses, long-term incen-
tives, stock options, pension and other benefits



√ éççêäó=ÅçããìåáÅ~íÉÇ=ëíê~íÉÖó

√ ìåÅäÉ~ê=ÇÉÑáåáíáçå=çÑ=~Åíáçåë=êÉèìáêÉÇ=íç

ÉñÉÅìíÉ

√ ìåÅäÉ~ê=~ÅÅçìåí~ÄáäáíáÉë=Ñçê=ÉñÉÅìíáçå

√ áå~ÇÉèì~íÉ=éÉêÑçêã~åÅÉ=ãçåáíçêáåÖX=~åÇ

√ áå~ÇÉèì~íÉ=ÅçåëÉèìÉåÅÉë=çê=êÉï~êÇë=Ñçê

Ñ~áäìêÉ=çê=ëìÅÅÉëëK

tÉ=Ü~îÉ=áÇÉåíáÑáÉÇ=Ñçìê=êÉ~ëçåë=ïÜó=ëçãÉ

Åçãé~åáÉë=ã~ó=ä~Åâ=~=ÅäÉ~ê=~åÇ=ÅçãéÉääáåÖ

éÉêÑçêã~åÅÉ=ãÉ~ëìêÉãÉåí=~åÇ=êÉï~êÇ

êç~Çã~éK=

cáêëíI=áå=ãçëí=çêÖ~åáò~íáçåëI=íÜÉ=~ååì~ä

ÄìÇÖÉí=áë=íÜÉ=éêáã~êó=ã~å~ÖÉãÉåí=íççä=Ñçê

íê~åëä~íáåÖ=ëíê~íÉÖó=áåíç=~Åíáçå=~åÇ=íÜìë

ÇÉÑáåáåÖ=Äçåìë=í~êÖÉíëK=_ÉÅ~ìëÉ=ÄìÇÖÉíë

ÑçÅìë=~äãçëí=ÉñÅäìëáîÉäó=çå=ïÜ~íÒ=éÉêÑçêJ

ã~åÅÉ=áë=êÉèìáêÉÇ=EÉKÖKI=êÉîÉåìÉI=Å~ëÜ=Ñäçï

~åÇ=É~êåáåÖëFI=äÉëë=~ííÉåíáçå=ã~ó=ÄÉ=ÖáîÉå

íç=ÜçïÒ=áí=ëÜçìäÇ=ÄÉ=~ÅÅçãéäáëÜÉÇK

^äíÜçìÖÜ=ÅêáíáÅ~ä=éêçÖê~ããÉë=~êÉ=çÑíÉå

áÇÉåíáÑáÉÇ=~í=~=ÜáÖÜ=äÉîÉäI=ÅçãéêÉÜÉåëáîÉ

áãéäÉãÉåí~íáçå=ÖìáÇ~åÅÉ=áë=ìåìëì~äK==

pÉÅçåÇI=í~êÖÉíë=ã~ó=çîÉêJ=çê=ìåÇÉêJëí~íÉ

åÉ~êJíÉêã=ÄìëáåÉëë=éçíÉåíá~äK=pÉííáåÖ

~ÅÜáÉî~ÄäÉÒ=Öç~äë=Ü~ë=ÄÉÉå=ÇêìããÉÇ=áåíç

ÉîÉêó=Ñçêã~ääó=íê~áåÉÇ=ÄìëáåÉëë=éÉêëçåI=~åÇ

åçJçåÉ=ï~åíë=íç=êìå=~=ÄìëáåÉëë=ìåáí=ïÜÉêÉ

íÜÉ=íÉ~ã=ÄÉäáÉîÉ=íÜÉáê=çÄàÉÅíáîÉ=áë=ÄÉóçåÇ

êÉ~ÅÜK=eçïÉîÉêI==ëçãÉ=ÖêçïáåÖÒ=ÄìëáJ

åÉëëÉë=ÅçìäÇ=éêçÄ~Ääó=Öêçï==Ñ~ëíÉê=J

éÉêÜ~éë=ãìÅÜ=Ñ~ëíÉê=íÜ~å=í~êÖÉíÉÇ=J=ïÜáäÉ

çíÜÉê=ãçêÉ=ã~íìêÉ=ÄìëáåÉëëÉë=ã~ó=åçí=ÄÉ

~ÄäÉ=íç=Çç=ãìÅÜ=~Äçìí=ëäçïáåÖ=ÖêçïíÜK

fÇÉ~ääóI=êÉï~êÇë=ëÜçìäÇ=êÉÑäÉÅí=íÜÉ=É~ëÉ=ïáíÜ

ïÜáÅÜ=í~êÖÉíë=Å~å=ÄÉ=ãÉíK

qÜáêÇI=~=åìãÄÉê=çÑ=~ååì~ä=Äçåìë=éêçJ

Öê~ããÉë=áåÅäìÇÉ=éÉêëçå~ä=çÄàÉÅíáîÉë=~ë

ïÉää=~ë=ÄìÇÖÉíJÄ~ëÉÇ=Ñáå~åÅá~ä=Öç~äëK

mÉêÑçêã~åÅÉ=~Ö~áåëí=íÜÉëÉ=éÉêëçå~ä=Öç~äë

ã~ó=êÉéêÉëÉåí=ìé=íç=QMB=çê=RMB=çÑ=~å

ÉñÉÅìíáîÉÛë=~ååì~ä=ÄçåìëI=~åÇ=çÑíÉå=íÜÉëÉ
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Öç~äë=Çç=åçí=Ü~îÉ=~=ëíêçåÖ=äáåâ=íç=çîÉê~ää

Åçãé~åó=éÉêÑçêã~åÅÉK

fääìëíê~íáåÖ=íÜáë=éçáåíI=~=êÉÅÉåí=~ìÇáí=çÑ=íÜÉ

éÉêëçå~ä=çÄàÉÅíáîÉë=Ñçê=íÜÉ=íçé=íÜêÉÉ=ã~åJ

~ÖÉãÉåí=äÉîÉäë=çÑ=~=ã~àçê=ã~åìÑ~ÅíìêáåÖ

Åçãé~åó=ëÜçïÉÇ=íÜ~í=íÜÉó=ÅçåëíáíìíÉÇ=QMB

çÑ=íÜÉáê=~ååì~ä=Äçåìë=çééçêíìåáíóK=jçëí

éÉêëçå~ä=Öç~äë=ïÉêÉ=î~ÖìÉ=~åÇ=ëìÄàÉÅíáîÉX

ÑÉïÉê=íÜ~å=NMB=çÑ=íÜÉã=ïÉêÉ=êÉä~íÉÇ=íç=íÜÉ

Åçãé~åóÛë=ÖêçïíÜ=áåáíá~íáîÉX=~åÇ=çîÉê=íÜÉ

é~ëí=R=óÉ~êëI=Äçåìë=é~óçìíë=~ëëçÅá~íÉÇ=ïáíÜ

éÉêëçå~ä=çÄàÉÅíáîÉë=Ü~Ç=~Åíì~ääó=áåÅêÉ~ëÉÇ

ÇÉëéáíÉ=íÜÉ=Åçãé~åóÛë=éççê=Ñáå~åÅá~ä=éÉêJ

Ñçêã~åÅÉK=

cáå~ääóI=ÅçãéÉåë~íáçå=Ñçê=íÜÉ=íçé=íÜêÉÉ

ã~å~ÖÉãÉåí=äÉîÉäë=ã~ó=åçí=ÄÉ=ÇáêÉÅíäó

äáåâÉÇ=íç=ÉñÉÅìíáåÖ=ãìäíáJóÉ~ê=ÄìëáåÉëë

ëíê~íÉÖáÉëK=`çêéçê~íÉ=ëíçÅâ=çéíáçåë=~åÇ=éÉêJ

Ñçêã~åÅÉ=ëÜ~êÉ=éä~åë=êÉï~êÇ=Åçêéçê~íÉ

éÉêÑçêã~åÅÉI=Äìí=éêçîáÇÉ=~å=áåÇáêÉÅí=äáåâ

E~í=ÄÉëíF=íç=äçåÖJíÉêã=ÄìëáåÉëë=ìåáí=êÉëìäíëK

pÉîÉê~ä=êÉ~ëçåë=~êÉ=Åçããçåäó=ÖáîÉå=Ñçê=åçí

êÉï~êÇáåÖ=ÄìëáåÉëë=ìåáí=éÉêÑçêã~åÅÉW

√ jÉ~ëìêÉãÉåí=~åÇ=Öç~ä=ëÉííáåÖ=ÅÜ~ääÉåÖÉë

√ ^=ÇÉëáêÉ=íç=êÉï~êÇ=Åçêéçê~íÉ=êÉëìäíë

îÉêëìë=ìåáí=éÉêÑçêã~åÅÉX=~åÇ

√ `çãéäÉñáíáÉë=~ëëçÅá~íÉÇ=ïáíÜ=ÇáÑÑÉêÉåíá~íJ

áåÖ=é~ó=Ä~ëÉÇ=çå=ÇáÑÑÉêáåÖ=ÄìëáåÉëë=ìåáí

éÉêÑçêã~åÅÉK

iáåâáåÖ=é~ó=íç=ÄìëáåÉëë=ìåáí=éÉêÑçêã~åÅÉ=áë

~=ÅÜ~ääÉåÖÉ=Äìí=ÅçìäÇ=ÄÉ=çÑ=ÜìÖÉ=ÄÉåÉÑáíK

Monitor performance
qÜÉ=éêáåÅáéäÉ=çÑ=~äáÖåáåÖ=é~ó=~åÇ=éÉêÑçêJ

ã~åÅÉ=áë=~=Åçããçå=íÜÉãÉ=ÇÉëÅêáÄÉÇ=áå

~äãçëí=ÉîÉêó=ÉñÉÅìíáîÉ=êÉãìåÉê~íáçå=êÉéçêíK

tÉääJÇÉëáÖåÉÇ=ëíê~íÉÖáÉë=Åçåëáëí=çÑ=âÉó=áåáJ

íá~íáîÉë=ïÜáÅÜ=~êÉ=É~ëó=íç=Éñéä~áå=~åÇ=Ü~îÉ

ÅäÉ~ê=ÉñÉÅìíáîÉ=~ÅÅçìåí~ÄáäáíóK=^=oç~Çã~éÒ

Å~å=ÖìáÇÉ=ÉñÉÅìíáîÉëÛ=Ç~óJíçJÇ~ó=ÇÉÅáëáçåë

~åÇ=íê~åëä~íÉ=äçåÖÉêJíÉêã=çÄàÉÅíáîÉë=áåíç=~



ëÉêáÉë=çÑ=ëÜçêíÉêJíÉêã=ãáäÉëíçåÉë=~åÇ=âÉó

î~äìÉ=ÇêáîÉêëK=

mêçÖêÉëë=íçï~êÇë=ÇÉäáîÉêáåÖ=~Ö~áåëí=éÉêÑçêJ

ã~åÅÉ=ÅçããáíãÉåíë=ëÜçìäÇ=ÄÉ=ãçåáíçêÉÇI

êÉéçêíÉÇ=~åÇ=ÇáëÅìëëÉÇ=êÉÖìä~êäóK==^í=çåÉ

ÜáÖÜJéÉêÑçêãáåÖ=ÖäçÄ~ä=Ä~åâI=íÜÉ=`bl=Ü~ë

~=ëÉêáÉë=çÑ=Ñçìê=ÇáëÅìëëáçåë=~ååì~ääó=ïáíÜ

É~ÅÜ=çÑ=Üáë=ÇáêÉÅí=êÉéçêíë=~Äçìí=Üçï=íÜÉáê

íÉ~ã=áë=éÉêÑçêãáåÖ=~åÇ=Üçï=íÜÉó=~êÉ=ÇçáåÖ

éÉêëçå~ääó=~Ö~áåëí=íÜÉáê=Öç~äëK=

cáÖìêÉ=`=áääìëíê~íÉë=çåÉ=~ééêç~ÅÜ=íç=ãçåáJ

íçêáåÖ=íÜÉ=êÉä~íáçåëÜáé=ÄÉíïÉÉå=êÉä~íáîÉ=é~ó

~åÇ=éÉêÑçêã~åÅÉ=~Åêçëë=~=ÇáîÉêëÉ=ãìäíáJ

ÄìëáåÉëë=çêÖ~åáò~íáçåK==cçìê=ÄìëáåÉëë=ìåáíëÛ

éÉêÅÉåí~ÖÉ=ÅçåíêáÄìíáçå=íç=íÜÉ=ÖêçïíÜ=áå

Öêçìé=éêçÑáí=áë=Åçãé~êÉÇ=íç=íÜÉ=éÉêÅÉåí~ÖÉ

çÑ=íçí~ä=é~ó=~ääçÅ~íÉÇ=íç=É~ÅÜ=çÑ=íÜÉëÉ=ÄìëáJ

åÉëë=ìåáíëK==

qÜÉ=ëÜ~ÇÉÇ=òçåÉ=ëìÖÖÉëíë=íÜ~í=çîÉê=OMMNJ

OMMQI=íÜÉ=éÉêÑçêã~åÅÉ=ÅçåíêáÄìíáçåë=çÑ

_ìëáåÉëë=råáíë=_Ò=~åÇ=aÒ=ïÉêÉ=êÉ~ëçå~Ääó

ÅçåëáëíÉåí=ïáíÜ=íÜÉ=ëÜ~êÉ=çÑ=íçí~ä=ÅçãéÉåë~J

íáçå=é~áÇ=íç=íÜÉ=çîÉê~ää=ÉñÉÅìíáîÉ=íÉ~ãK==lå

íÜÉ=çíÜÉê=Ü~åÇI=_ìëáåÉëë=råáí=^Ò=ÅçåJ

íêáÄìíÉÇ=çåäó=NMB=çÑ=íÜÉ=ÖêçïíÜ=áå=éêçÑáíI

ïÜáäÉ=íÜÉ=ëÉåáçê=ã~å~ÖÉãÉåí=íÉ~ã=êÉÅÉáîÉÇ

QMB=çÑ=íçí~ä=ÅçãéÉåë~íáçåK==j~âáåÖ=ã~ííÉêë

ïçêëÉI=íÜÉ=íÉ~ã=ÅçãéêáëÉÇ=NRI=~Äçìí=íÜÉ
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ë~ãÉ=ëáòÉ=~ë=~ää=çÑ=íÜÉ=çíÜÉê=ÄìëáåÉëë=ìåáíë

ÅçãÄáåÉÇK=jÉ~åïÜáäÉI=~=êÉä~íáîÉäó=ëã~ää

ã~å~ÖÉãÉåí=íÉ~ã=~í=_ìëáåÉëë=råáí=`Ò=EíÜÉ

ÖêçïíÜ=ÉåÖáåÉ=çÑ=íÜáë=Åçãé~åóF=Ü~Ç=ÖÉåÉêJ

~íÉÇ=~Äçìí=QMB=çÑ=íÜÉ=ÖêçïíÜ=áå=É~êåáåÖëI

Äìí=êÉÅÉáîÉÇ=çåäó=~Äçìí=NRB=çÑ=íçí~ä=ÅçãJ

éÉåë~íáçåK=tÜáäÉ=íÜÉ=ÅáêÅìãëí~åÅÉë=ãáÖÜí

Éñéä~áå=íÜÉ=Ç~í~=áí=ÅçìäÇ=ÅäÉ~êäó=ÖÉåÉê~íÉ=~

ìëÉÑìä=ÇÉÄ~íÉK=======

Select appropriate incentives
_çåìëÉë=~åÇ=äçåÖJíÉêã=áåÅÉåíáîÉë=ëÜçìäÇ

êÉáåÑçêÅÉ=íÜÉ=êáÖÜí=ÄÉÜ~îáçìêë=~åÇ=ÇÉÅáëáçåë

ëç=íÜ~í=ÉñÉÅìíáîÉë=âåçï=ïÜ~í=áë=ÉñéÉÅíÉÇI

Üçï=ïÉää=íÜÉó=~êÉ=ÇçáåÖ=~åÇ=íÜÉáê=éçíÉåíá~ä

êÉï~êÇK=

qÜÉêÉ=~êÉ=~=åìãÄÉê=çÑ=ÇÉëáÖå=áãéäáÅ~íáçåë

Ñçê=~ååì~ä=ÄçåìëÉë=~åÇ=äçåÖJíÉêã=áåÅÉåJ

íáîÉë=Ñçê=íÜÉ=íçé=íÜêÉÉ=ã~å~ÖÉãÉåí=äÉîÉäëW

qÜÉ=ÑçääçïáåÖ=~ééêç~ÅÜÉë=Å~å=ÄÉ=ÅçåëáÇJ

ÉêÉÇW

√ _~ëÉ=~ååì~ä=ÄçåìëÉë=çå=íÜÉ=~ÅÜáÉîÉJ

ãÉåí=çÑ=Ñáå~åÅá~ä=Öç~äë=~åÇ=âÉó=ëíê~íÉÖáÅ

áåáíá~íáîÉëI=~åÇ=ÅìëíçãáòÉ=íÜÉã=íç=ãÉÉí

íÜÉ=åÉÉÇë=çÑ=ÇáÑÑÉêÉåí=ÄìëáåÉëë=ìåáíë

√ `~ëÅ~ÇÉ=íÜÉ=`blÛë=Öç~äë=~Åêçëë=íÜÉ

ëÉåáçê=ã~å~ÖÉãÉåí=íÉ~ã

√ pÉé~ê~íÉ=íÜÉ=Ñáå~åÅá~ä=Öç~äë=Ñçê=Äçåìë

éìêéçëÉë=Ñêçã=íÜÉ=ÄìÇÖÉíáåÖ=éêçÅÉëëK

^äíÉêå~íáîÉäóI=êÉéä~ÅÉ=íÜÉ=~ååì~ä=Äçåìë

ïáíÜ=~=ä~êÖÉê=äçåÖJíÉêã=áåÅÉåíáîÉ=çééçêJ

íìåáíóI=çê=ìëÉ=éÉêÑçêã~åÅÉ=êÉä~íáîÉ=íç

ÉñíÉêå~ä=ã~êâÉí=áåÇáÅÉë=~ë=~=éÉêÑçêJ

ã~åÅÉ=Ö~íÉÒ=ÄÉäçï=ïÜáÅÜ=åç=~ååì~ä

ÄçåìëÉë=~êÉ=é~áÇ

√ ^äáÖå=ÉñÉÅìíáîÉëÛ=éÉêëçå~ä=Öç~äë=ïáíÜ

âÉó=éêáçêáíáÉë=~åÇ=î~äìÉ=ÇêáîÉêëI=ëí~íÉ

íÜÉã=ÉñéäáÅáíäóI=~åÇ=ÇáëÅìëë=íÜÉã

çéÉåäóK==båëìêÉ=íÜ~í=çÄàÉÅíáîÉë=~êÉ=Å~äáJ

Äê~íÉÇ=~Åêçëë=íÜÉ=ëÉåáçê=ã~å~ÖÉãÉåí

íÉ~ã

√ táíÜ=íÜÉ=ÉñÅÉéíáçå=çÑ=ÜáÖÜäó=áåíÉÖê~íÉÇ

ACHIEVING A MORE EFFECTIVE LINK
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Figure C: Top Three Management Levels
Total Compensation Cost –
For Business Units A,B,C & D

Contribution
to Profit * 
Growth

Total Compensation Cost

Business Unit
A

15 executives

Business Unit
A

15 executives

Business Unit
C

2 executives

Business Unit
C

2 executives

Business Unit
B

10 executives

Business Unit
B

10 executives

Business Unit
D

4 executives

Business Unit
D

4 executives

Relative 
Performance 
Exceeds Pay

Relative Pay 
Exceeds 
Performance

* Economic Profit 2001 to 2004



Åçãé~åáÉëI=äáåâ=~=ä~êÖÉ=éçêíáçå=çÑ=ÄìëáJ

åÉëë=ìåáí=äÉ~ÇÉêëÛ=äçåÖJíÉêã=é~ó=íç

ÄìëáåÉëë=ìåáí=ëéÉÅáÑáÅ=éÉêÑçêã~åÅÉI=ïáíÜ

~=äáåâ=~í=ëçãÉ=äÉîÉä=íç=Åçêéçê~íÉ=êÉëìäíë

√ `çåëáÇÉê=~äíÉêå~íáîÉë=Ñçê=~ëëÉëëáåÖ=äçåÖJ

íÉêã=ÄìëáåÉëë=ìåáí=éÉêÑçêã~åÅÉ

áåÅäìÇáåÖ=ãìäíáJóÉ~ê=Ñáå~åÅá~ä=Öç~äëI

ÉñíÉêå~ääóJÄ~ëÉÇ=éÉêÑçêã~åÅÉ=áåÇáÅÉë

~åÇ=î~äìÉ=ëÜ~êáåÖ=éä~åëK==cçê=Éñ~ãéäÉI

çåÉ=ã~åìÑ~ÅíìêáåÖ=ÅäáÉåí=êÉÅÉåíäó=áåíêçJ

ÇìÅÉÇ=~=éêáî~íÉ=Éèìáíó=áåëéáêÉÇ

äçåÖJíÉêã=áåÅÉåíáîÉ=éä~å=ïÜÉêÉÄó=íÜÉ

äÉ~ÇÉêëÜáé=íÉ~ã=êÉÅÉáîÉë=OMB=çÑ=íÜÉ

ÄìëáåÉëëÛë=ÉñÅÉëë=êÉíìêåëÒ=~ÄçîÉ=~=ëí~åJ

Ç~êÇ=ëÉí=Äó=íÜÉ=é~êÉåí=Åçãé~åó

√ cáå~ääóI=~ÇÇ=ìé=~ää=çÑ=íÜÉ=íÉ~ã=çÄàÉÅíáîÉë

~åÇ=ëÉÉ=ïÜÉíÜÉê=íÜÉó=ÅçãÉ=ÅäçëÉ=íç

ãÉÉíáåÖ=íÜÉ=ÉñéÉÅí~íáçåë=çÑ=íÜÉ=ëíçÅâ

ã~êâÉí=Äìáäí=áåíç=íÜÉ=ëÜ~êÉ=éêáÅÉK=

3: DIFFERENTIATE BETWEEN INDIVIDUALS

Evaluating performance
`çãé~åáÉë=ëíêáîÉ=íç=ÜáêÉ=~åÇ=êÉí~áå=íÜÉ

ãçëí=í~äÉåíÉÇ=áåÇáîáÇì~äë=~î~áä~ÄäÉK==qÜÉó

~äëç=ëÉÉâ=íç=éêçãçíÉ=~åÇ=ÇáÑÑÉêÉåíá~íÉ=íÜÉ

é~ó=~ï~êÇÉÇ=íç=íÜÉ=ãçëí=éêçãáëáåÖ=ÉñÉÅìJ

íáîÉë=EáKÉKI=íÜçëÉ=ïÜç=~ÅÜáÉîÉ=íÜÉ=ÄÉëí

êÉëìäíë=îÉêëìë=Öç~äëFK==pìÅÅÉëëáçå=éä~ååáåÖ

áÇÉåíáÑáÉë=íÜÉ=íçé=éä~óÉêë=~åÇ=Éëí~ÄäáëÜÉë

ÇÉîÉäçéãÉåí=éä~åë=Ñçê=íÜÉã=~åÇ=çíÜÉêëK=

qÜÉ=ÜáÖÜÉëí=éçíÉåíá~ä=éä~óÉêë=êÉéêÉëÉåí=~

ÑáêãÛë=ÑìíìêÉ=äÉ~ÇÉêëI=ïÜç=ëÜçìäÇ=áå=íìêå=ÄÉ

ÖáîÉå=~å=çééçêíìåáíó=íç=í~âÉ=çå=ãçêÉ

êÉëéçåëáÄáäáíó=~åÇ=É~êå=ëéÉÅá~ä=êÉï~êÇëK=qÜÉ

éÉêÑçêã~åÅÉ=~ééê~áë~ä=ëóëíÉã=ëÜçìäÇ=~ëëÉëë

êÉëìäíë=îÉêëìë=Öç~äë=~ë=ïÉää=~ë=íÜÉ=éÉêÑçêJ

ã~åÅÉ=çÑ=áåÇáîáÇì~äë=êÉä~íáîÉ=íç=íÜÉáê=éÉÉêëK

`~äáÄê~íáåÖ=éÉêÑçêã~åÅÉ=~Ö~áåëí=íÜ~í=çÑ

éÉÉêë=ëÜçìäÇ=éêçîáÇÉ=éêçíÉÅíáçå=~Ö~áåëí

éçíÉåíá~ä=ê~íÉê=Äá~ëÒ=EÑçê=Éñ~ãéäÉI=çåÉ

ÄìëáåÉëë=ÜÉ~Ç=ã~ó=Ü~îÉ=äÉåáÉåí=íÉåÇÉåÅáÉë

ïÜÉêÉ~ë=~åçíÜÉê=ã~ó=ÄÉ=íçìÖÜ=íç=éäÉ~ëÉFK==
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aÉëéáíÉ=íÜÉ=ÄÉëí=ÉÑÑçêíë=çÑ=íÜçëÉ=ÅçåÅÉêåÉÇI

ëçãÉ=éÉêÑçêã~åÅÉ=~ééê~áë~ä=éêçÅÉëëÉë=ã~ó

Ü~îÉ=äáãáíÉÇ=ÅêÉÇáÄáäáíó=~åÇ=~ÇÇ=äáííäÉ=î~äìÉK=

√ ^ÅÜáÉîáåÖ=ëí~åÇ~êÇáò~íáçå=~åÇ=Ñ~áêåÉëëÒ

ã~ó=ÄÉ=ÅÜ~ääÉåÖáåÖ=

√ fí=ã~ó=ÄÉ=åÉÅÉëë~êó=íç=í~âÉ=Åçëíë=çìí=çÑ

íÜÉ=ÄìëáåÉëë=íÜìë=äáãáíáåÖ=íÜÉ=éçíÉåíá~ä

íç=êÉï~êÇ=íÜÉ=ÄÉëí=éÉêÑçêãÉêë=

√ fí=Å~å=ÄÉ=ÇáÑÑáÅìäí=íç=ÇÉäáîÉê=ÜçåÉëí=éÉêJ

Ñçêã~åÅÉ=ÑÉÉÇÄ~Åâ

√ pçãÉ=ã~ó=ÄÉ=åÉêîçìë=~Äçìí=ÅêÉ~íáåÖ

íçç=ÄáÖ=~=Ö~é=ÄÉíïÉÉå=íÜÉ=íçé=éÉêÑçêãJ

Éêë=~åÇ=íÜÉ=ìåÇÉêJéÉêÑçêãÉêëK

qÜÉëÉ=Åçåëíê~áåíë=ã~ó=ãÉ~å=íÜ~í=ÉîÉêó

ÉñÉÅìíáîÉ=~í=~=ÅÉêí~áå=äÉîÉä=êÉÅÉáîÉë=ëáãáä~ê

áåÅÉåíáîÉ=é~óãÉåíë=J=éÉêÜ~éë=íÜÉ=ë~ãÉ

åìãÄÉê=çÑ=ëÜ~êÉëI=çê=íÜÉ=ë~ãÉ=Äçåìë=E~ë=~

éÉêÅÉåí~ÖÉ=çÑ=ë~ä~êóFK==p~ä~êó=áåÅêÉ~ëÉë=ã~ó

ÇáÑÑÉê=Äó=çåäó=~=ÑÉï=éÉêÅÉåí~ÖÉ=éçáåíëK

káäÒ=ÄçåìëÉë=ã~ó=ÄÉ=ê~êÉ=~ë=íÜÉ=~ééê~áë~ä

ëóëíÉã=ã~ó=åçí=ÄÉ=ëíêçåÖ=ÉåçìÖÜ=íç=î~äáJ

Ç~íÉ=ëìÅÜ=~=Ü~êëÜ=ÇÉÅáëáçåK==

Alternative approaches
eáÖÜ=éÉêÑçêã~åÅÉ=Åçãé~åáÉë=ã~ó=ÄÉ=é~ëJ

ëáçå~íÉ=~Äçìí=ÜáêáåÖ=~åÇ=éêçãçíáåÖ=^Ò

éä~óÉêëK==qçé=Öê~ÇáåÖÒI=~å=~ééêç~ÅÜ=éáçJ

åÉÉêÉÇ=Äó=_ê~Ç=aK=pã~êíI=mÜKaKI=Ü~ë=ÄÉÉå

~ÇçéíÉÇ=Äó=~=åìãÄÉê=çÑ=çêÖ~åáò~íáçåë

áåÅäìÇáåÖ=dbI=_~êÅä~óëI=mêçÅíÉê=C=d~ãÄäÉ

~åÇ=jÅháåëÉóK==g~Åâ=tÉäÅÜ=áë=çåÉ=çÑ=íÜÉ

ÄÉëí=âåçïå=éêçéçåÉåíë=çÑ=íÜáë=íóéÉ=çÑ=äÉ~ÇJ

ÉêëÜáé=~ëëÉëëãÉåí=ãÉíÜçÇçäçÖóK==

få=~=íçé=Öê~ÇáåÖ=çêÖ~åáò~íáçåI=ÉîÉêóçåÉ=áë

Åä~ëëáÑáÉÇ=~ë=ÉáíÜÉê=~å=^ÒI=_Ò=çê=`Ò=éä~óÉêK

_Ò=~åÇ=`Ò=éä~óÉêë=êÉÅÉáîÉ=ÇÉîÉäçéãÉåí

éä~åë=~åÇ=~êÉ=êÉÇÉéäçóÉÇ=áåíç=~=éçëáíáçå

ïÜÉêÉ=íÜÉó=Å~å=ÄÉ=~å=^Ò=éä~óÉê=çê=~êÉ

êÉãçîÉÇ=Ñêçã=íÜÉáê=éçëáíáçåK==^Ò=éä~óÉêë

çÄí~áå=~ÇÇáíáçå~ä=êÉëéçåëáÄáäáíáÉë=~åÇ=~êÉ

ÖáîÉå=ëéÉÅá~ä=êÉíÉåíáçåJÄ~ëÉÇ=ÅçãéÉåë~íáçåK

oáÖçêçìë=ÄÉÜ~îáçìê~ä=~ëëÉëëãÉåí=áåíÉêîáÉïë



Figure D: Top Three Management Levels
Illustrative Bonus – Allocation Matrix 
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~åÇ=ÉÑÑÉÅíáîÉ=Åç~ÅÜáåÖ=~êÉ=âÉó=ÉäÉãÉåíë=çÑ

íÜáë=~ééêç~ÅÜK==qçé=Öê~ÇáåÖ=Åçãé~åáÉë

ÇÉîÉäçé=êÉèìáêÉÇ=Å~é~ÄáäáíáÉë=áåJÜçìëÉI

~äíÜçìÖÜ=ãçëí=áåáíá~ääó=êÉäó=çå=íÜáêÇJé~êíáÉë

íç=ÅçãéäÉíÉ=íÜÉ=~ëëÉëëãÉåíë=~åÇ=éêçîáÇÉ

Åç~ÅÜáåÖK====

^å=~äíÉêå~íáîÉ=~ééêç~ÅÜ=~ÇçéíÉÇ=Äó=ëçãÉ

çêÖ~åáò~íáçåë=íÜ~í=~êÉ=áåíÉêÉëíÉÇ=áå=áÇÉåíáÑóJ

áåÖ=íÜÉáê=ÜáÖÜÉëí=éçíÉåíá~ä=ÉñÉÅìíáîÉë=Äìí

ìåïáääáåÖ=íç=ã~âÉ=íÜÉ=ëáÖåáÑáÅ~åí=áåîÉëíãÉåí

êÉèìáêÉÇ=Äó=íçé=Öê~ÇáåÖI=áë=íç=ê~åâ=ÉñÉÅìJ

íáîÉë=çå=~=êÉä~íáîÉ=Ä~ëáëK=cáÖìêÉ=b=áääìëíê~íÉë

Üçï=çåÉ=Ä~åâ=~ääçÅ~íÉë=áíë=Äçåìë=éççä

Ä~ëÉÇ=çå=~=ÅçãÄáå~íáçå=çÑ=mÉêëçå~ä

lÄàÉÅíáîÉëÒ=~åÇ=oÉä~íáîÉ=`çåíêáÄìíáçåÒK

qÜÉ=ÉñÉÅìíáîÉë=~êÉ=ê~åâÉÇ=Äó=íÜÉáê=ÅçåíêáJ

Äìíáçå=íçI=ë~óI=éêçÑáí=çê=~åçíÜÉê=ãÉ~ëìêÉ

EëÉÉ=ÄÉäçïF=~äçåÖ=íÜÉ=Üçêáòçåí~ä=~ñáë=ïáíÜ

íÜÉáê=~ééê~áë~ä=ê~íáåÖ=çå=íÜÉ=îÉêíáÅ~ä=~ñáëK==
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bñÉÅìíáîÉëÛ=ÅçåíêáÄìíáçåë=Å~å=ÄÉ=ê~åâÉÇI=Ñçê

Éñ~ãéäÉI=çå=íÜÉáê=áãé~Åí=çå=ÉñÉÅìíáåÖ=íÜÉ

ìåáíÛë=ëíê~íÉÖóÒI=íÜÉ=ÇÉÖêÉÉ=çÑ=ÇáÑÑáÅìäíó

~ëëçÅá~íÉÇ=ïáíÜ=íÜÉáê=éÉêëçå~ä=Öç~äëÒ=~åÇ

äáîáåÖ=íÜÉ=î~äìÉë=çÑ=íÜÉ=ÑáêãÒ=E~ãçåÖ

çíÜÉêëFK==kÉñíI=~í=~=Å~äáÄê~íáçå=ãÉÉíáåÖI

É~ÅÜ=çÑ=íÜÉ=ãÉãÄÉêë=éêÉëÉåí=àìëíáÑáÉë=íÜÉ

ê~íáçå~äÉ=Ñçê=íÜÉ=ê~åâáåÖë=~ëëáÖåÉÇ=íç=íÜÉáê

ÇáêÉÅí=êÉéçêíëK==^ÑíÉê=~=ÇÉÄ~íÉI=ÅçåëÉåëìë

ê~åâáåÖë=~êÉ=~ÖêÉÉÇ=ìéçåK==

^=ëáãáä~ê=éêçÅÉëë=áë=Å~ëÅ~ÇÉÇ=Ççïå=íç=íÜÉ

åÉñí=ã~å~ÖÉãÉåí=äÉîÉäK=cáå~ääóI=çåäó=íçéJ

èìáåíáäÉ=éÉêÑçêãÉêë=~Åêçëë=íïç=éÉêÑçêã~åÅÉ

ÅêáíÉêá~=J=mÉêëçå~ä=lÄàÉÅíáîÉëÒ=~åÇ=oÉä~íáîÉ

`çåíêáÄìíáçåÒ=J=êÉÅÉáîÉ=íÜÉ=ÜáÖÜÉëí=ÄçåìëÉëI

ïÜáäÉ=íÜÉ=äçïÉëí=èì~êíáäÉ=éÉêÑçêãÉêë=êÉÅÉáîÉ

åç=ÄçåìëK=qÜáë=ÜÉäéë=ÇáêÉÅí=íÜÉ=ä~êÖÉëí

é~óçìíë=íç=íçé=éÉêÑçêãÉêë=~åÇ=ëÉåÇë=~=ÅäÉ~ê

ëáÖå~ä=íç=åçåJéÉêÑçêãÉêëK

cáå~ääóI=~=íÜáêÇ=~ééêç~ÅÜ=ìëÉÇ=Äó=ëçãÉ

Åçãé~åáÉë=íç=ÉåëìêÉ=ëáÖåáÑáÅ~åí=é~ó=ÇáÑÑÉêJ

Éåíá~íáçå=áë=íç=ÉåÑçêÅÉ=éÉêÑçêã~åÅÉ=ê~íáåÖ

ÇáëíêáÄìíáçå=ëí~åÇ~êÇë=EÑçê=Éñ~ãéäÉI=çå=~=R

éçáåí=ëÅ~äÉ=ïÜÉêÉ=RÒ=áë=ÄÉëíÒI=åç=ãçêÉ

íÜ~å=NRB=Å~å=ÄÉ=RëÒI=åç=ãçêÉ=íÜ~å=ORB

QëÒI=ÉíÅKFK=qÜÉåI=íç=ÉåëìêÉ=ëìÑÑáÅáÉåí=é~ó

ÇáÑÑÉêÉåíá~íáçåI=~=ã~íêáñ=áë=ìëÉÇ=íç=éêÉëÅêáÄÉ

ÇáÑÑÉêÉåÅÉë=áå=ë~ä~êó=áåÅêÉ~ëÉëI=~ååì~ä

Äçåìë=ãìäíáéäáÉêë=~åÇ=äçåÖJíÉêã=áåÅÉåíáîÉ

Öê~åíë=Ä~ëÉÇ=çå=~ååì~ä=éÉêÑçêã~åÅÉ

ê~íáåÖëK



lîÉê=íÜÉ=ä~ëí=íÉå=óÉ~êëI=ÉñÉÅìíáîÉ=é~ó=Ü~ë

ÅäáãÄÉÇ=áåÉñçê~ÄäóI=åçí=àìëí=Ñçê=íÜçëÉ=çå

íÜÉ=_ç~êÇ=Äìí=~Åêçëë=íÜÉ=ïÜçäÉ=ëÉåáçê=ã~åJ

~ÖÉãÉåí=ÖêçìéK==qÜÉ=ÜÉ~ÇäáåÉJÖê~ÄÄáåÖ=é~ó

ÑáÖìêÉë=ÉåàçóÉÇ=Äó=`blë=Ü~îÉ=äÉ~âÉÇ=íç=íÜÉ

ã~êòáé~å=ä~óÉêÒK==_ó=Åçãé~êáëçåI=ëÜ~êÉJ

ÜçäÇÉêë=~êÉ=çåäó=åçï=ëÉÉáåÖ=íÜÉ=ã~êâÉí=ÖÉí

Ä~Åâ=íç=íÜÉ=äÉîÉäë=~íí~áåÉÇ=~í=íÜÉ=ÉåÇ=çÑ=íÜÉ

_ìää=oìå=áå=OMMNK

mêáî~íÉ=Éèìáíó=Ñáêãë=åçï=ÅçãéÉíÉ=Ñçê=ÉñÉÅJ

ìíáîÉ=í~äÉåíK==oÉï~êÇë=Å~å=ÄÉ=îÉêó=~ííê~ÅíáîÉ

íÜçìÖÜ=íÜÉó=~êÉ=ìëì~ääó=ÜáÖÜäó=äÉîÉê~ÖÉÇ=íç

êÉëìäíëK==mÉêÑçêã~åÅÉ=áë=ãçåáíçêÉÇ=~Ö~áåëí=~

éä~å=çÑ=~Åíáçå=~åÇ=êÉëìäíë=~êÉ=ÇÉÑáåÉÇ=~ë=íÜÉ

ÅêÉ~íáçå=çÑ=ëÜ~êÉÜçäÇÉê=î~äìÉK==lîÉê=íÜÉ

óÉ~êë=~=ä~êÖÉ=éçêíáçå=çÑ=éêáî~íÉ=Éèìáíó=ÑáêãëÛ

ëìéÉêáçê=áåîÉëíãÉåí=êÉíìêåë=Å~å=ÄÉ=~ííêáÄJ

ìíÉÇ=íç=ÜáêáåÖ=íçé=í~äÉåíK

^å~äóëáë=ïÉ=ÅçåÇìÅíÉÇ=áå=íÜÉ=ãáÇJVMë=ÜçäÇë

íêìÉ=íçÇ~óW==íÜÉ=é~óJÑçêJéÉêÑçêã~åÅÉ=êÉä~J
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íáçåëÜáé=áë=Ñ~ê=äÉëë=ëíêçåÖ=áå=íÜÉ=rh=íÜ~å=áí

áë=áå=íÜÉ=rpK==få=çíÜÉê=ïçêÇëI=íÜÉ=ÑÉ~ê=çÑ=~

ÄáÖ=é~ó=Ç~ó=Ü~ë=äÉÇ=íç=äÉëë=ÇáÑÑÉêÉåíá~íáçå

~åÇ=~=ÖêÉ~íÉê=ÅÜ~åÅÉ=íÜ~í=ãÉÇáçÅêÉ=éÉêÑçêJ

ã~åÅÉë=ã~ó=ÄÉ=~ÅÅÉéíÉÇK

qÜÉ=ëáÖåáÑáÅ~åí=áåîÉëíãÉåí=áå=ëÉåáçê=ã~åJ

~ÖÉãÉåí=ÅçãéÉåë~íáçå=àìëíáÑáÉë=íÜÉ

ÅÜ~ääÉåÖÉ=çÑ=ëìÅÅÉëëÑìääó=äáåâáåÖ=é~ó=íç=íÜÉ

~ÅÜáÉîÉãÉåí=çÑ=ëíê~íÉÖóK==tÜÉíÜÉê=áí=áë=íÜÉ

oÉãìåÉê~íáçå=`çããáííÉÉ=çê=~åçíÜÉê=ÖêçìéI

íÜçëÉ=êÉëéçåëáÄäÉ=Ñçê=ëÉííáåÖ=é~ó=~åÇ

ÇÉëáÖåáåÖ=áåÅÉåíáîÉë=ëÜçìäÇ=ã~âÉ=ëìêÉ=íÜ~í

íÜÉ=âÉó=ÇçÉêë=~åÇ=íÜçëÉ=ïáíÜ=ÜáÖÜ=éçíÉåíá~ä

~êÉ=éêçéÉêäó=êÉï~êÇÉÇK==fåÇáîáÇì~äë=ëÜçìäÇ

ÄÉ=ÜÉäÇ=~ÅÅçìåí~ÄäÉ=Ñçê=íÜÉáê=ÅçåíêáÄìíáçå

íç=íÜÉ=Åçãé~åóÛë=êÉëìäíëK==j~å~ÖÉãÉåí

ëÜçìäÇ=ÉñéÉÅí=áåîÉëíçêë=íç=èìÉêó=íÜÉáê

éçäáÅó=~åÇ=~ëëìêÉ=íÜÉãëÉäîÉë=íÜ~í=íÜÉ=êÉíìêå

çå=íÜÉ=áåîÉëíãÉåí=áå=ëÉåáçê=ã~å~ÖÉãÉåí=áë

ÄÉáåÖ=ã~ñáãáòÉÇK
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