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Abstract: In order for an organization to operate successfully, it is very
important to motivate own employees. In addition, it is important to keep
an eye on needs, habits, interests, expectations, and valuesof the individual
employee as well as the collective. It is important to cooperate as a team
and develop a sense of community in order to achieve the goals and targets
of the organization much faster and easier. One of the basic goals in the
field of human resources of every company is the motivation and
engagement of employees, which is achieved only if the individual believes
that he is sufficiently respected, deservedly rewarded and satisfied with his
position in the organization. Through the years, foreign companies are
increasingly occupying the market in the Republic of Serbia and following
European models of rewarding own employees. Motivation of employees is
in the form of material rewards (European salary) and immaterial ones,
which include free days, vacations ... Today, the most common type of
motivation is certainly financial reward and is an integral part of the system
of rewarding (stimulating) employees. By ensuring and improving the
material status and meeting other needs of employees, companies are
creating a good business climate and bring the personal interests of
employees closer to the goals of the organization.
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INTRODUCTION

Undoubtedly the most important resources of any organization are its
employees. Employees of the organization ensure the achievement of
competitive advantage and business success. Thus, the results of the work
directly depend on the motivation and rewarding in the organization (Ulutas et
al., 2020; Janovac et al., 2018; Puki¢ et al., 2018; Karabasevi¢ et al., 2016a;
2016b; Urosevic et al., 2016a; Urosevi¢ et al., 2016b).

Rewarding of the employees is the most complex activity of human
resource management for several reasons: above all, it is equally important to all
employees, helps to modify employee behavior and represents the largest part of
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operational costs within each company. In addition to the basic salary, the total
salary consists of financial rewards that depend on employee performance, and
which are determined based on the contribution of individuals or whole group in
achieving the goals of the company.

The reward system is applied through material and immaterail
motivational strategies. In the past, material compensations were used as the only
motivational tool, while today the analysis of company practices shows that
immaterial rewards are much more applied strategies (Bahtijarevi¢, 1999: 606).
Material strategies imply the application of material stimulus, where money is
the basic tool of strategy (Cerovic 2013: 212).

In a broader sense, the reward system is also a system for evaluating
employee performance, given that evaluations play an important role in
determining salaries, salary raises and other types of stimulation. The main role
of rewarding in the organization is to harmonize the individual interests of
employees and strategic goals of the company, which is achieved by retaining
and attracting capable people, encouraging employees to develop their skills and
to constantly improve, as well as to create a culture in which employees care
about the success of the company.

Human resource management has the task of creating, and then
implementing a reward system. It consists of several key arguments:

o the reward system is crucial for every employee,

o the main goal of the reward system is to motivate all employees,

e salary of every employees are the main component of total costs, so they
can affect the competitiveness of companies in the market,

e employees through collective agreements (syndicate, unions) participate
in determining salaries,

e the costs of living varies over time.

The earnings system includes two forms: direct and indirect
earnings. (Bogicevic, 2011:291).

Direct earnings consist of elements of earnings which employees
receive in cash as a form of the basic salary, the increase in the basic salary
in order to maintain purchasing power (standard of living) of employee and
earnings that depend on working performance. The basic salary is the salary
that the employee receives based on the work he performs, regardless of
working performance and results. Performance-based earnings are an
element of earnings that are obtained based on an individual's contribution
to the achievement of organizational goals, the results of the group or team
in which he works, and they can be short-term or long-term.

Indirect forms of earnings are different types of benefits offered by
the employer and which are regulated in detail by law. Benefits are form of
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earnings related to status and characteristics of employee, and they may
include: free meals or meals at lower prices, usage of company phone and
car, free recreation... Benefits as elements of earnings aim to provide
security for employees. There are two types of benefit programs:
1) Employee protection program - health insurance, social
insurance, disability insurance, pension (retirement) insurance, life
Insurance, etc.
2) Paid absence from work — vacation, military service, sick leave,
maternity etc.

THE FAIRNESS OF THE EARNING SYSTEM

The reward system affects the motivation of employees and influence
their perception of whether the reward is fair. To make a system stimulation
achieve the desired effects, it must be simple, specific, measurable and fair
(Przulj, 2002: 155).

Therefore, there are three basic components of fairness (justness):
internal justness, external justness, and individual justness (Petkovic, 2016: 512).

Internal justness - exists when the difference in salaries is set on the basis
of the difference in the complexity of particular jobs and is established through
defining the structure of basic salaries. The structure of basic salaries can be
defined in two ways: traditional and modern.

The traditional approach is a process in which jobs are evaluated
according to established criteria such as: required skills, education, working
experience, effort invested, degree of responsibility, working conditions. The
assessment is addressed to differences between jobs, not differences between
employees. Job evaluation determines the relative value of particular job within
the company and the purpose is to create a salary that will eliminate injustice in
rewarding process. The most common methods used during job evaluation are:
(1) job ranking method, (2) job classification method, (3) point method, (4)
method of factor comparisons.

The job ranking method is the easiest method according to which jobs
are ranked in order of importance or value. The importance and value of a
specific job for the company is reflected in the amount of responsibility required
for a that particular job.

The job classification method is based on classifying jobs into defined
categories. The value is determined on the basis of a scale that contains precisely
defined differences in the degree of requirements, duties and responsibilities.
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The points method analyze and compare jobs based on common factors
that are scored with a different number of points, and the number of points
depends on the importance of that factor.

The method of factor comparison is an analytical method and represents
a combination of point methods and one or more ranking methods.

However, in recent years, the traditional approach has received
numerous critics, among whom the most significant is the fact that the traditional
approach does not have the ability to create perception of justice amongst
employees, because they are quite individual, subjective and often wrong f.e. the
belief that earnings can and should only be positively adjusted (increased) which
is not always true.

Due to the great dissatisfaction with the traditional approach, a modern
approach is emerging. In addition, the expertise (competence) and ability (skills)
of employees are assessed. A direct link is established between the basic salary
and the abilities, knowledge and skills of employees, regardless of whether they
are necessary for them to perform their assigned job.

The application of this approach leads to an increase in productivity and
quality, and reduced absence from work, because employees are motivated to
work more, get better grades, and thus higher earnings.

External justices - The company creates a competitive wage policy in the
market to attract the highest quality workforce. It exists only if there are equal
earnings on the same or similar jobs in different companies, whether they are of
the same or different industries. In addition to the job evaluations, it is necessary
to analyze how much the jobs we are monitoring, are paid in different companies.
After that, a strategic decision should be made about how the company will
determine salaries in relation to competitors. Three strategies are available to the
company (Petkovic, 2016:512):

1)“Salary Advantage” implies that the company offers higher salaries
than competitors. Their goal is to attract the best people, maintain the satisfaction
of current employees and secure leading role in market, with requirements like
increased costs of operations and a higher level of productivity.

2) “Equality in salaries” 1is tactical approach in which company offers
almost or exactly equal earnings compared to competitors. The goal is to ensure
operational cost competitiveness.

3) “A step behind competition”” means that the company gives slightly
lower salaries compared to competitors, but they maintain competitiveness by
offering certain benefits: better working conditions, permanent employment,
paid sick leave, longer vacations etc.

The combination of the previous two tactics (internal and external) leads
to the emerging of individual equality where uniformity of salaries is required
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for the same or similar jobs within single company. Jobs are grouped by value
into pay grades and the minimum, average and maximum salary are determined
for each pay grade. There are three basic criteria for positioning and advancing
of an individual within a pay grade. (Northouse, 2008: 60):

1. Experience and years of service - when the salary increase is based
solely on the increase in length of service,

2. Achieved performance - when higher salary increase can be achieved
by employees who demonstrated above-average performance.

3. Individual abilities and knowledge - when the salary is increased on
the basis of improving employees personal ability and knowledge.

EVALUATING EMPLOYEE PERFORMANCE

Employee performance appraisal is defined as a process organized and
continuously monitored, evaluated, guided and adjusted in accordance to their
results and their work behavior towards achieving company goals (Jovanovic,
2004: 204). The process in which the individual contribution of employees to
their achievement of company goals within a specific period of time are
evaluated are: personal characteristics of employee, employees behavior and
achieved results. There are 4 criteria — performance indicators for evaluating
employees (Dessler, 2007:153):

1) Validity - assessment of relevant job characteristics,

2) Reliability - the degree of agreement of the assessors,

3) Convenience - costs of creation and implementation,

4) Freedom from persuasion - equal treatment of all employees and
reduced degree of assessor’s subjectivity.

Selected persons are responsible for the evaluation process, and they will
precisely evaluate the performance of employees. This task is usually assigned
to the immediate supervisor of particular employee, but acceptable choices are
also colleagues, employees themselves, senior managers, and finally - clients,
customers or external evaluators. The choice of assessors is very important, in
order to avoid the shortcomings of individual solutions, and more often grades
are collected from several sources in order to apply the concept of assessment
"360 degrees" (Pfau, 2002:55) more precisely. Each employee receives
performance ratings from four sources:

1) from the immediate supervisor,

2) from his subordinates,

3) from associates at the same hierarchical level and

4) by himself.
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The main purpose is to ensure the collection detailed information on
individual performance from all environments in which the individual performs
work activities. The evaluation cycle is a defined period within whom evaluation
process has to be executed. Two models have been developed. In the first model,
the assessment is performed continuously throughout the year due to the fact that
the beginning and the end of the evaluation cycle are related to employment.
While in the second model all employees are evaluated at the same time, and this
is usually at the end of the year.

The evaluation method is organized in two groups: objective and
subjective evaluation. Objective component is oriented towards quantitative
performance of employees, while subjective component is more addressed to the
assessment of personal characteristics of employee, their behavior, but for
measuring results as well.

Such evaluation can bring both positive and negative effects. As for the
positive effects, they reflect in an motivational and productivity increase
resulting in earnings and promotions obtained on the basis of individual
contributions. Additionally, organizational goals become more acceptable to
employees and evaluation further helps in planning and developing training
programs. The negative consequences are: permanent deterioration of the
relationship between the participants, investments without expected effect, loss
of time, misinformation, etc.

EARNINGS BASED ON ACHIEVED PERFORMANCE

In addition to the basic salary within the companies, a very important
item of total earnings is the part where employees earn bonuses based on their
performance. Performance-based rewarding focuses on the value of the
contribution of an individual or group (team) to the achievement of a business
result. The amount of earnings is based on the size of that contribution, which
is expressed in the results achieved. The main goals to be achieved by
introducing this component of total earnings are:

1. achieving the strategic goals of the company, through rewarding
those performances that have contributed to the strategy implementation,

2. strengthening organizational norms, by sending signals what kind of
behavior is desirable within the company,

3. motivation of employees through establishing direct connection
between achieved performance and gained reward,

4. presenting of clear difference between good and bad performance
through rewarding of good ones.

155



QUAESTUS MULTIDISCIPLINARY RESEARCH JOURNAL

When the salary system is introduced, it is necessary to define certain
components which are: types of performance and methods of their measurement,
type of rewards, frequency of awarding and providing support to employees.

There are two types of performance-based earnings. The first would be
short-term or long-term according to whether they motivate employees to
achieve some short-term or long-term goal, and the second type would be on
individual or group base.

Short-term form of rewards - aims to encourage employees to achieve
short-term results, usually at period of one year. There are several forms: raise,
bonus, special rewards, individual and group stimulations (Petkovic, 2002: 495).

Parameters of reward have to be decided by the employer, usually once
a year at the end of the year, and in other cases more often then that.

The bonus is a one-time payment to employee, given at the end of the
year for the achieved goals - the main advantage is that it depends on the final
success of the company business. In periods when the company is performing
below expected level or even creating a loss, bonuses are much lower or not
assigned at all.

Special awards are a one-time reward to employee for an important
achievement or effort - it encourages employee to be innovative and willing to
put in more work effort.

Long-term form of rewards - are performance-based earnings that are
given for period of more than one year, since their role is to motivate employees
to increase the value of the company in the long run. The basic types of long-
term stimulation are (Petkovic & Janjicijevic, 2002: 517):

- participation in ownership,

- options,

- rewards in conditional shares/stocks,

- the rights to the profit created by the increase of the share/stock value

and

- “phantom” shares/stocks.

Ownership participation is a form of long-term group stimulation
through employee participation in the ownership of the company - employees
are directly linked to the success or failure of the organization in which they
work.

An option is a long-term individual form of earnings and it represents
the right to purchase a certain number of shares at a certain time, at the price
determined when taking the option. The goal of this type of earnings is to
motivate managers by giving them a share in the company and thus encourage
them to think like owners, since their profit grows when there is an increase in
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share value during the validity of the option, but unlike owners they do not.
bear any risk of investing their capital.

However, the criticism for this method lies in the fact that the right to
an option does not mean the purchase of shares, so it is suggested to introduce
the right to buy the company's shares and thus take a higher risk of the
company's business. Gifts in shares, where employees are offered a package of
shares at a very low price, provided that the shares cannot be sold before a
defined period of time, and the right to receive this form of earnings is the
length of service in the company.

Phantom company shares are also a form of individual earnings.
Employees are given the right to a defined package of shares, which can be
redeemed at the strictly defined time, giving employees the right to the full
value of the share package and not just profit from the price increase with
benefit of not requiring investment in buying shares.

Individual stimulation - are paid to employees for the achieved goals in
the foreseen period of time based on individual performance, but do not
become an integral part of the salary. However, they can cause a lot of negative
effects such as: the arising conflict between employees who seek to maximize
the quantitative result, and managers who are in charge and responsible for
quality; in that case employees neglect those activities that do not have a visible
result such as equipment maintenance, cleaning, etc.

Group stimulation - represent a form of earnings where the size of the
stimulation is determined on the basis of group performance, measured at the
level of the team, company department or the entire company (Cascio,
1995:396). These types of stimulation potentially lead to problems. They are a
frequent source of conflict due to the fact that not all individual contributions
within the group are equal, also the results of the group are under the control of
strong group norms, so it is possible that the additional efforts of individual
members are useless.

RISK EARNINGS - REWARDING OF SPECIAL CATEGORIES OF

EMPLOYEES

This salary program implies that employees take the risk of the size
of their salary, sometimes it could be less than the market, and sometimes
much higher. These types of salaries are used to reward two categories of
employees - sales staff and managers. Rewarding sales staff is based on
their performance, however it is not always possible to monitor their work.
According to some sources, only 20% of the sales staff have earnings that
rely entirely on salary, 30% have defined net salary, and about 50% have
earnings that represent a combination of salary and individual or group
stimulation (bonuses). Depending on their job, we distinguish two types of
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rewards, namely: net salary and commission fee. The net salary of sales staff
whose role is customer service, requires knowledge of the technical
characteristics of the product without the need to conclude the sale. Other
category of employees are expected to bring in new customers and close
sales and their incentives are in the form of commissions. The commission
is usually determined as % of sales value, and the amount is determined
based on some of the following indicators: revenue, number of new
customer acquisitions, number of products sold (sales target reached), price
difference (profit margin), customer satisfaction, team performance.

Rewarding managers is another specific category where their role in
the company structure requires special type of reward. Essentially, the
largest part of a manager salary is created with right to the options. In
addition to options, there are gifts in shares and phantom shares.

THE MOST IMPORTANT FORM OF REWARDING -
RESEARCH CONDUCTED BY EUROPEAN INSTITUTIONS

In 2014, the research was conducted by a network of public opinion
research agencies, with the support of several European institutions and
associations in the countries of Northern, Western and Eastern Europe. The
number of participants was 35,614 from 1,260 companies. Based on the
research results, for the 38.5% of participants the most important are form
of reward are cash prizes and bonuses while 18.9% stated that the most
important is additional pension insurance. Next group consists of 11.4%
respondents which have chosen days off work, then 8.6% voted for
additional health insurance, 5.2% for the possibility of a flexible agreement
on annual leave, 4.3% for children scholarship and education, 3.00% for job
relocation closer to home, 2.9% for other forms of rewards, 2.7% for paid
training and 1.9% for paid children pre-school. (Raji¢, 2015).

Based on above mentioned research, conclusion is that the priority
motivation of employees are mostly material earnings, which is the majority
driver of motivation in Serbia and in other countries as well.
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Figure 1. The most important forms of employee rewarding
Source: author's calculation (Raji¢, 2015)

The model of rewarding in the Republic of Serbia is still bureaucratized
and following the model that was popular during the previous years. Modern
forms of rewarding are at a very low level in terms of their practical application,
but foreign companies in Serbia are increasingly introducing newer and more
modern methods.

Courtyard by Marriott Belgrade City Center is a foreign company, a
hotel that has a highly developed system of rewarding and developing employee
motivation. The "main tool" used in rewarding employees is indirect earnings.
These include the use of the official cell phone assigned to each employee, free
meals (lunch), free of charge use of the hotel gym, free use of hotel parking space,
discounted prices for the bookings in the Marriott chain of hotels in other
countries, periodical training of employees, days off work etc.

In addition to the previously mentioned indirect earnings, material
earnings in the form of bonuses are also used. This type of material earnings is
specifically applied in the sales and marketing sector. These bonuses are applied
both on a monthly and quarterly level every time when the quota of sold
accommodation units (target) determined by the top hotel management is
exceeded. This hotel is among the top 5 hotels in Serbia, in terms of quality and
efficiency. Based on this example, we can see that employee motivation and
rewards policy have an impact on the overall performance itself together with
final result. In many companies we can see employees who have the necessary
skills and competencies, but the performance is not adequate due to an
insufficiently developed system of remuneration and motivation. That is why it
is necessary to create a efficient reward system that, in addition to earnings, will
provide positive atmosphere where employees will be satisfied with their work
and where they will have the opportunity to progress and improve their
competencies.
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CONCLUSION

Employees are attracted to do those jobs where they feel like equal
members and contribute to the development of their company, while
provided with conditions for advancement and the opportunity to express
their creativity and ideas. If this are the main principles of work, employees
will be adequately rewarded, motivated and will work even better and
remain loyal to the company in the long run.
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