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INTRODUCAO

Este instrumento informdtico procura facilitar caso se deseje implementar algumas
das sugestdes do relatério, quer fornecendo argumentos para serem utilizados junto
dos parceiros sociais (governo e sindicatos), quer através de ferramentas para passar a

pratica.

Assim ele estd organizado em termos de perguntas/temas e respostas, contendo estas

um ou mais de quatro elementos:
1) Texto;
2) Quadros especialmente preparados;
3) Péginas retiradas de documentos estrangeiros; e

4) Documentos de trabalho completos sempre que tal se justifique.
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produtividade
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Dimensao Dinamarquesa EUA
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+Plus

Vestfrost

gets new pay system

PlusLen in practice
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In 2009, released three basic books on PlusLen. One 15 an introduction to the payroll system, the
other two are ‘'methods of Pluslon respectively for workers and employees. A [ S Vestirost is the
thwd booklet in a senes of bookiets on PlusLan in practice. The project isimplemented by the DI

and CO-industry together and fi-financed by the Industnal Education & Cooperavon Fund.

_Plus Pay

o the howr

Vestfrost
st e pof e
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page 12

PlusLon requires commitment from all

The three ph of PlusLon; clarification, design and implementation,

page 17

How did they at Vestfrost

Read ebout the three phases, the course at Vestfrost

page 21

Getting Started

their payrell system.

Checkiist for companies that are considering new pay system. Management and staff
from Vestfrost gives concrete advice on to other companies who also want to update
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- better cooperation
r

- maintaining jobs
- Competitive quality and price
- larger delivery

- less stress
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Veationt gats Oaw pay dyslem

A payroll system to
motivate, retain and
reward

wnd manageable

Industry's reality has changed over the past several
years; they produce across borders, collaborate
with suppliers around the world, demand new skills,
need increased flexibility and want to reward for
good performance.

The employee’s role is also changing. Many find
that they can help to have a definition of the
working day content they engage, take
responsibility and training and make the extra effort
when needed.

All these factors should be the company's payroll
system also reflect.

Get inspi fora dern pay system

DI and CO-industry consultant jointly on how the
company can introduce simple, transparent and fair
pay systems that also has room for flexibility and is

motivating.

The consultants visited and guided all types of
businesses - from large jobs in the food industry for
the minor blacksmithing.

This booklet is an example of such advice and the
process from start to finish with cooling manufacturer
Vestfrost.

The booklet is also part of our overall package
PlusLon. Three other pamphlets expand on pay
systems respectively. workers and employees and
the specific method to introduce PlusLon in the
company.

So do not hesitate to contact us, if we are to help
your company to introduce a modern payroll
system,

17
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The Spirit Vestfrost

- Established in 1963 as a manufacturer of freezers with sales to consumers in Scandinavia

- Production and export of fridge / freezers grows sharply from 19701996

- In 2005 fi ytter Vestirost its large refrigerator production to the private market to Turkish
Vestel, due to stiff competition and high labor costs

- Many employees made redundant in Denmark.

- In 2008 sells Vestfrost refrigerator production to the private market to Turkish
company

- Vestirost in Denmark will be niche manufacturer of refrigerators, chest freezers and special

products to shops mm., for example. round coolers for water / soda at gas stations.

- Today exported 95 per cent. of production to more than 90 countries.

- The company in Esbjerg today has 240 employees,

Vestfrost vision

{

Vestfrost Solutions deveiops, produces and delivers reliable and business opti-programmed refrigeration and

freezing solutions for customers in the glokal professional market

\Y rkh

18
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Company changing

from the traditiornal precework

Vestfrost has two factory buildings. They are located
on either side of Falkevej. On one side of Falkeve)
they talk about 'doors*.

namufacture
iction. Now the payrolf system updated and emplo

v lhe road o a

maodern payroll Sy

converters must be assembled under one roof. They must
come both parts warehouse trucks and address when the
doors fi ytter over to the doors. And to think a little more

200 meters away on the other side of the road states "Gatesh the community.

That's just how it is,

Vestfrost in Esbjerg produces for both wine storage
appliances with doors to hotels and restaurants,
and they produce freezers with doors - eg. for
storing frozen fi sh in the Japanese market or for
cooling of essential medicines to relief
organizations in critical areas around the world.

And there is also some difference bstween the two
productions, work style, empioyee culture and of
course the end product, The pride of the individual
employee is not to be mistaken. ‘Over on the other
side” and ‘with us' are terms that are used in fl
Aeng.

Brought together under one roof

It is planned that the two factories - one on each
side of Falkevej - and the 240 em-

New working conditions require new fi Oenning

From a production with many assembly lines and
similar products, the company has far several
product types, individual solutions and freezers that
are not standard in large quantities.

Vestirost has undergone an evolution, and changed
significantly. It requires a completely different
approach to the work of the employees,

The company has long wanted to get a new salary
system that can meet the changing working. And
payroll consultants from Di and CO-industry has
helped Vestfrost to ensure a constructive and
useful payroll process to the target.

19
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Pluslgn is the new pay system
in the industry

Neither the companias rar their employees are the same. Therelore, the pay system, of
course, also be flexible. With Plusten you get a systematic approach to develop a
framework for the company's payroll system. The goal s o creale consistency belween

the efforts. results and earnings.

In 2002 PlusLon introduced as inspiration for new various elements of pay, so it responded better to
pay systems in industrial companies. The goal was the individual company's everyday life. PlusLen
to provide more opportunities for putting together may cover both workers and employees.

the front

Pluslen made up as follows:

: Lontermometer
RBR fuiction-based © Mapping the causes of the
RBR can be either "l Function-is pay success or lack thereof,
individual, group-based, | | supplementary to . Compares lonsyste systems
‘or a combination of both. | i ; perform a pariicular © in many enterprises and give
Pu’bmneapayis , function or lask, it enjoyed sary knowledge to
variable and depends on Il possibly fora . customize the payroll system
‘the results obtained. Ind ternporary penod, L.

Basic pay is pay for basic job and qualification requirements. The basic wage
can be the same for all employees, or it may vary between broad groups.

20
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A modern payroll system has a broad reach

Over the last decade, DI and CO-industry
consultants come in contact with a large number of
companies in various industries to inspire and
provide guidance on how to develop new pay
systern. Whether instructions, the less wrought
company or a major food producer, the frame is the
same. But the content of the payroll system tailored
to the individual business needs and current
challenges.

Productivity on the agenda

There is at present a tendency that companies have
a special focus on productivity and thus become
more concerned with performance pay. Where
qualification wage is an invastment in our people
and the futurs, then perforrnance-fully funded from
day one, if the company wants to measure and
reward for concrete action,

Why consider a new salary system?

The possibilities are endless with a modern wage system
that can continuously adapted and targeted the wishes of
management and employees priority,

Noticeable and visible change

The goal is that when the new pay system is introducad,
thare will be a number of tangibie and visible benefits to
both managemant and employees.

Here mention companies such as .

- simple structure
- easy administration
- Wide support

- Clear link between effort

and remonaration
- Supports corporate goals
- objective metrics

- High ceilings in the payroll system

Many different challenges may lead to the decision to introduce a new salary system. Dl and COindustris
‘consultants perceive eg. The companies mentioned reasons:

- Changed forms
- Outdated pay system, for example. piecework, unequal wages or salary alone seniority

- Complex and time.

ming payroll syst
- No correlation between skills, efforts and achievements

- The calling has been reached In the wage system - no room for development
- Crisis, cutbacks, restructuring

- A desire or requir it of both empioyees and manag t

- Need for increased employes flexibility and competence

- Larger justice - too many subjective points.

21
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Take your temperature once a yoar

payroll system: |tis a commeod interest 1o achisve a good
When the new pay system 15 a reality, says the tme  resuit
18 not quiet. Many factors can and will impact the

systam

How long will it take?
Here 15 a tool - Lantermometeret Most companies want 1o get a sense of how long it
- annually measure satisfaction with the payroll takes to introduce a new salary system.

system. The conditions which are most important
for employee satisfaction and motvation, is

mapped to measure, the system may have Unfortunately no clear answer. A payroll process 18
problems. Both employees and management fills Just @ process

aach his guestionnaire to determine whether the - a parallel activity, which should be allocatad
system is working as intended. By measunng forces and working. Like many different -

annually can monitor developments and adapt the sometimes unpredictable - factors come into play at

work. Change to the new |T system along the way,
there is change in ownesship structure, you have
the right data on the company, thare is suddenly
changed order books or something completaly
diffarent

systam as needed. In this way, the company
carefully document the effects of working with
payroil systams.

A common interest in

achieving a good result A rough estimate is that the gualification should

The company's payroll system should be based on typicaily salary could be constructed of 4-6 months
business objectives and opportunities - that 1s the and wages result in 2-4 months

business base. A prerequisite s that the payroll

process sets the stage for a positive cooperation

between management and amployeas in order to Read more about the different phases in the payroi
succeed with the new Prcess aiyd see how Vestiost wantto the task athand.,
the 21st

11
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- Wiy tow pay syt i Vostirost

Why new pay system in
Vestfrost?

‘eslirast in SDIerq Nas several imes @Kan inle! (¢ introduce a new and moreé

Evsryane should think moce about the whdle - Before we outsourced the traditional refrigerator

For plant manager Bent Nielsen was obvious that production to Turkish Vestel in

something had to happen. 2005, we produced similar products in targe quantities
to get customers. Today there is a higher degree of

- Production at our factory has over a relatively specialization and tailor-made products for saveral

short period changed significantly. different customers with special requirements. Our
niche as

S e
Ay LI
ANRRRE
o ?l“‘?“’t‘b‘:!'«'
& <) ‘n'o (3052

.

oSS

The employees behind

- 180 alternates between production employees
producing freezers and wine coolers

- 80 functionaries working with management, admin
administration, aconomy, development, sales and purchasing.
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supplier of example, wine coolers requires that we are
very fl exible - from material selection and quality of
appearance and delivery.

more challenges

It aiso requires something else of employees to be
cooperation and exchange between several different
functions. And it requires a completely different pay
system.

Must work more along / across

- A large part of our staff has been working on
group chords. They worked fast and stable and
served well. But they are only focused on their own
tasks and not had as much eye for the whole or
been aware of contributing to overall production

success. They have, in other words not been in

solidarity with the other

Our payroll system
did not respond to a
modern production,
says plant manager Bent
Nielsen, Vestfrost.

VR et oetw pay syateett

employees. Today's requirements for employees
differently. and it must also be reflected in salary.

- The chord-paid job. we have not so many
anymore. Whereas previously were 4-5 employees
of a function, there is typically only one to two
employess today. Therefore exchanger almost all
employees today between several different
functions and have varying tasks.

- In the future it should be possible to reward when
employees think of the whole and creates good
results together, Many employees calls for even a
more transparent pay system which takes account
of it, says Bent Nielsen.

—
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Wiy mow pay systom in Vostlrost

Our lives have changed a lot

The former shop steward at Vestfrost, Irene
Madsen, has also pushed for a new salary system.

- Every time we start a new production - or a new
variant of an existing product - we know that to
invest some time in getting all the processes in
place. There should be run a few units through so
we can see where problems can arise. It can
sometimes require overtime, which today can be
converted into time off.

Simple, fair and manageable

- A new salary system must take into account that
not all days are the same. And that production can
vary very much. Previously, you could have some
very fixed job where you had the same task day
after day. But now that production has changed,
then it also fixed, daily tasks. In future. it will also
require a change of behavior in which employees
must be even more fl exible. A concrete wish is that
there should be room to solve other tasks; if you
have some spare time. Eg. a truck driver course
also help on the floor if needed.

- There are of course differences in work styles,
some are fast and eff ective where others have
several quiet pericds. Many say today that they are
working for the community and help each other. But |
think both that we can be even better to help each
other and that in future we are going to put more

emphasis on it.

The changed everyday - other tasks and greater
flexibility - requires that our payroll system is
‘simple, fair and clear', says Irene Madsen.

- Already today we can fee! that because we have only
one leader in the relatively large factory in refrigerators,
it increases the sense of responsibility and
independence. Of course, we are experiencing some
bottienecks, but often fi nd employees themselves out
how to solve things together. They draw on each other.

- At freezer factory, we have two supervisors, and it
gives a little extra air. If in doubt or problems, they
can go in and solve specific problems.
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The tasks

Vestfrost production staff performing:
- Spray painting, sheet metal working, various types of
assembly, quality control, inventory work on.

- The average length of service of an employee in production
is 16 years old and the average age is 46 ysars.

The point of a new salary system is that
there should be agqual opportunities for all,
Everyone should have the same pay, but
thay must have opportupities to influence
their wages.
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Pluslgn requires
commitment from all

Both management and staif are really on & task when intraducing Plusher in the
company. It is a demanding process, when both values, rautines, habits and new

challenges lo be up lo retur te pul a new pay

From thought to action

A new salary system is not 3 commodity that can be
pulled off the shelf. However, it is a thorough process
consisting of three phases

- clarification, design and implement

system in-the lake

ORIENTATION - which helps to provide clarity and
consistency. During the process should be informed
thoroughly to ensure support for the project, We
have experienced that lack or unlucky
communication

Development of a pay system with PlusLen

§ clarification

2 Al the red light stopped that up, The'company is
g_ consideting how it will go;

2 1. Business goals

*)

3

2, Personnel Policy

3. Wage policy: How are salary support 1 and 2?
‘4. Apply Lontermometer the current pay system?

Construction

When yeflow light is made ready to rum

1. Election of payrell / salary slements

2. Selection, definition and weighting of Wage equations.

3, Training of managers and possible. employees
4, Test rating / trial.

implementation
By green pay system is set in operation:

1. Description of the system, If necessary. the local agresment
2, Caleulation of results (RBR)

3. Assessments and interviews (related pay)
v 4. Detarmination of wages.
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nications can create tasantmant against an otherwise qood

payroli system. And then the forces of good wasted

The employees who must lead the system into
practice must be prepared for the job as

ambassadors.

:
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Engaged in the process takes active part in ail meetings of the payroll
To introduce a new salary system is very much about system. Simultaneously, they have an obligation to
ensuring a good process along the way. We suggest inform and, if necessary. involve other employees to
that you select a number of employees and managers build support for the project.
who partially

!
|

1
‘.
-
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The union representative Bjarne Kirkeby says b
of the initial stage:

A lot has happened - even mentally - in

the factory. In many employees were more
aware that it was not so much about the
individual's salary, more about the company’s
survival. Where you previously stopped
working when we had produced the planned
180 units so you give it now extra mile and

work on.
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How did they at

Vestfrost

Already in 2008/7 began employees and management
at Vestfrost talking about getting a new salary system.
The result was that it introduced new individual saiaries,

but there was some resistance.

Management and staff had different views on the
basic principles. The factory manager was
considering possible solutions, but the company did
not come forward with a revised pay system, so the
work stopped and the years passed.

It did not need to get a new salary system, but it
could not be done without help.

In the summer of 2010, D! and CO-industry
therefore contacted and a new payroll system
process began.

Viresl pely mw iy sysert

In August 2010 they had the first meeting where a pay
system committee was established with union
representatives, factory manager, HR manager and

consultants from DI and CO industry.

clarification phase started and there was talk of
waste percentages, productivity versus efficiency,
absences, training, employee culture in payroll
Committee. Participants came during several
meetings around the values that should permeate
the new pay system.

The next step was to add truction phase, where

the pay system takes shape.

Vestfrost decided to establish a lonssystem with
basic pay, performance-related pay and.
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A number of meetings were held
where union representatives and
factory managers discussed the
factors on which qualification pay
should be built.

The salary consultants from Dl and
CO industry recommended the
company to take a starting point in:

A working knowledge / flexibility
- Education

- Personal factors (accountability,
creativity / initiative and
interpersonal skills).

In the process of establishing a new
pay system, the focus must be on
both the individual's professional and
personal qualifications. In the
process, it is an important task that
the company defines what, for
example, mean with the ability to
collaboration, flexibility and
initiative, asit is precisely the type of
personal qualifications that can
trigger a paycheck.

22
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related pay

ittty five factors

across

depantments and factoriss.

Housekeeping

Contains elements “Safe
behavior”, "Order and care'
and "Collegial / business
orientated”

At Vestfrost was identified five elements to be
included in qualified kationslonnen. That is, the five

Professional compaetonce

Professional competence is at
Vestfrost ability to work fl exible in
your department, and not least

=

QS oW Doy Sreem

foreman / her immediate superior in the future to

assess employee after

Cooperation

Mutual trust and respact for each other,
which should bring about the helpfulness,
openness, respact,

cradibility, respect of agreements

and the ability to

communicate.

L CRIVES

factors in

Vestfrost are:

Creativity / work performance

The ability and willingness to exercise
a creative commitment to solutions of
the various tasks while helping to
solve the daily tasks of a visionary

and positive way.

Responsibility / job behavior

The ability to take responsibility for the daily
Toperation” and take a stsp forward and will
help to settie the

daily production.

23
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Howw dicd they al Vostfrost

Annual assessment interview

The five qualifying factors to be assessed each year
of the employee's daily work manager, which can
be given from 10 to 50 points for each qualifying
factor.

Salary-commuttee for each qualification defined what
the company considers when such. writes
'cooperation’, ‘order and diligence’ or 'responsibility’
and how the individual's abilities assessed
respectively. positively or negatively through
scoring.

- 50 points - When the employee engage in
conduct and effort far exceeded expectations
for the job.

- 40 points - employee engage in conduct and
effort than expected in relation to the job

- 30 points - Employee live satisfactorily up to
the expected behavior and effort to the job.

- 20 points - the employee did not quite live up to
the expected behavior and action in relation to
the job

- 10 points - Employee lives rarely up to the
expected behavior and action in relation to the
job.

after the interview

After an assessment interview, the employee shall
have access to review his personal assessment
scheme.

If the employee disagrees with the supervisor, he /
she may appeal against the assessment, which can
then be reconsidered. So far, only happened twice
out of 157 completed assessment interviews.

Base Salary
Repiaces current base salary and adapted in order
o attract new employees to the company,

PERFORMANCE-RELATED

With both Base Salary and wage Qualification in
place, lacked Vestfrost just to define contents of
RBR. Performance pay is the company's way of
rewarding employees for targeted action.

Alse here were more opportunities and facters discussed,
for what was supposed Vestfrost measure the good

results:

- Productivity

- efficiency

- Quality

- number of complaints

- "Waste and is" (Waste is claimed
Vestfrost: poor utilization of the material
and is is discarded materials, items and
products}.

All five relevant factors, and they were sach

discussed, assessed and targeted,

Vestfrost has elected to measure the effectiveness
- that is, actual time spent in relation to the
prescribed time.

In the daily consumption is incorporated hours for
employees who belongs to store and quality. These
departments also influence the effectiveness, if they
help / serve their colleagues better on the

production lines.

This was part of the overheads included in the

performance measurement,
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Education in the new pay system - why?

Education in the pay system is part of the design At the same clothes the leaders better, so they feel
phase. Remuneration and supervisors learn how a greater sacunty in the implementation of the talks.
they specifically need to work on the assessment of
qualifications and the qualifications conversation
The courses are different from company to
company depending on the payroll system, The
The goal of the course in the new pay system is to training is very practical and can be completed in a
ensure that individual managers understand the system single day.

and can apply it in a uniform way.
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Vestfrost got tools

Chief consultant Allan K, Larsen, DI, has over the last 10 years been responsible for more than 40 coursas in the new pay
systems:

“A course is a good idea, too, because many employees might be quite skeptical of individual wage
determination, which naturally leads to:a wage, not previously experiencad. It is important that union
representatives participate in the course, so they know to laugh markets have gained some exercise, and shop

stewards know what it is, leaders are diaper vet taught. "

At Vestfrost attended the two stewards with the operators to assess their employees and then interview
any joint-bejderne. The leaders became even more aware of what was agreed with the trust the
representatives, and they got some tools for both to complete assessments and to conduct interviews.
An important point was the first to make the assessment of all of the workers, then compared
assessments across: it now correct? If so, the conversation round to begin.

"My experience is that the right time for such a course is right before you are completely finished with the

preparation of the system. Many courses have shown that there may need to adjust somsething before itis
implemented, "said Allan K, Larsen.

"It is important that managers have a common understanding of what is the meaning of the terms ussd in the
system, And especially that managers understand the same by the points system is selected. "
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Getting Started

Developing an efficient payroll systerm should be & commen |
management and employess. Pull on other companies’ experenceas, so
Many companies take far inlet before they decide to - Have the necessary staff back-up. It can happen

get a new salary system. But the decision itself is changes in staff during the process.

just the very first step. Be prepared thatitis a

demanding and sometimes lengthy collaborative

process that lies ahead. Both managers and - Get support for the process from those involved -
employees need to get to work when they need to management and employess.

discuss, define, negotiate and communicate a new

salary system. But watch out - the thorough - Create understanding that it is important for the

% . company to get a new salary system.
process is ultimately helps to ensure a good result.

- Engage and retain key personnel in the process.

Remember in the process: - Inform employees regularly about the new

opportunities.
- To ensure that the company has updated and
reliable data on the company's production - Maintain c_:jange - optionally with Lontermometer
as a utility.

(time, bonuses, job roles, attendance rates,
standard times, etc.)

- Pull on organizations lenkonsulenter in the

) . process if you need coaching or counseling.
- Set aside the time needed to process and

prioritization of the work.

- lf during the process introduces a new IT
system (eg. ERP MRP systems), please note
that it often takes longer than estimated.

29
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Lessons from Vestfrost

Steward Bjarne Kirkeby

- Reactions have bsen very different, and we knaw
from the start that they would be. Soma have been
very positive, some skeptical and others negative,
The rightecus eloment understands all be geod
when it 1s explamed. And it was one of the main
purposes of the new pay system; That it should be
farer

in the Quaiification section, we have continuausly
discussed assessments. Mest employees sesem well
that they have to up and have max, points, but the
aystem loses the its valus if all when ths ceiling. There
should always be something 1o strive for and something
10 gat better, Otherwise, we meant far

Wea must try us out and must constantly be better to
svaluats employess. We have four foremen . today
evaluates all employses on the qualification part.
There we have used energy to get theur
assessments to be closer to each other

it 2o that they sll use the systam In the same way.
The result naw is that the fires ratings are mora
avenly.

It has given us all - managers and employees -
chest hair to be through the learning process.

We have talked about getting a new pay system in
-8 years, so it has been a long and sometimes
difficult birth, But now we hava it and we are wall on
the way to get it to work. Fortunatsly. there is some
fisxibility so that we can change and correct i, which
cah be made even betler when we gain even more
experience.

The process has beth calied habituation and given us
some challenges along the way Our foremen should
perhape have had some extra framning. And we should
probably not Rave introduced a new IT system in the

midéle of tal,

Either way, requires a naw salary systemn that s
ready to work for it, for it requires a focused and
dedicated affort from day one.

The result 1s & gain in many ways The employees
teel more appreciated and production businssz i1z a
very big win.
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No quick wins

A new salary system is not just about monetary
terms - it's not a smart way to put its employees a
pay cut or a brisk possibility that the company can
save money here and now.

The payroll system has a much larger perspective,
It's all about developing the entire cooperation of
the company, increase engagement and community
- and thus develop the company to the benefit of all.

It succeeds only when management and
employees get together to develop a simple and fair
pay system.

So he'll sense for everyons.

AN

‘-I
- 'v:-r
‘&’;
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: : ¥
his

e
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Factory manager Bant Nielson

= Sinca the payroll system was finished, expaerdenced

we know that qualification wages caused some
debate when it occurred to employees that no
longer got the same pay or same assessment as
his colleague. even though you performed more of
the same tasks. It has frustrated some people, and
some took it very closely.

But it is precisely the point of the system, that even
if you actuslly perform the same tasks or equal
seniority in the company, so there may be
differences in wages.

VOrios! pels new oay sy siom

The meaning of qualifying salary is just that you
have to evaluate the individual's skills and
development, for example. how actively participate
in solving everyday problems and challenges?
Fixes only what you need, or you come with
proposals for new procedures etc.. - the type of
action makes the that one can achieve a slightly
higher rating.

So if you manage to change their behavior for the
benefit of the common results and show flexibility so
that it can trigger higher points.

initiative is rewarded

In the results section, we have for example.
experienced employees in a particular production
line even organized tasks in a different way, so they
could save a person away. This means they could
release an employee for other tasks, and all served
thereby few more hours. The type of tasks for extra
bonus because it's the whole team who have
reached a better result.

What would you have done
differently?

Payroli system process has taken a long time with us.
In retrospect, we probably been too focused on
Knowing all the details in our calculation model, for
example. what should we translate chord wage to
when that would serve as performance pay?

There, we could have taken more chances, but we
dare enough not skip out where we could bottoms.

Dl and CO in said to us, you can always correct
subsequent example. in RBR. It 1s an experience
we can pass on to others.
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Draw on the experience of others ... ..

Since 1997, Dl invited business leaders and workers to get updated we on the payroll at an annual
salary system conference in November.

Here sharing companies out of their challanges with the introduction of a new salary system, just as there are
presentations on pay as motivator, and facts about the current economy made deveiopment indfl performance on the

salary aystem in the company

The day is cbvious, if the company is considering introducing a new salary system, Exper books, workshops
and networking provides a good overview of the area and the effort it requires.

Look more at: di dik/Personale/Loen/LoensystemarnPages/Lonsystomaer aspx
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Motivating Steel Workers Works: The Case of Nucor

Manufacturing steel is not a glamorous job. The industry is beset by many
problems, and more than 40 steel manufacturers have filed for bankruptcy in recent
years. Most young employees do not view working at a steel mill as their dream job.
Yet, one company distinguished itself from all the rest by remaining profitable for over
130 quarters and by providing an over 350% return on investment (ROI) to
shareholders. The company is clearly doing well by every financial metric available and

is the most profitable in its industry.

How do they achieve these amazing results? For one thing, every one of Nucor
Corporation’s (NYSE: NUE) 12,000 employees acts like an owner of the company.
Employees are encouraged to fix the things they see as wrong and have real power on
their jobs. When there is a breakdown in a plant, a supervisor does not have to ask
employees to work overtime; employees volunteer for it. In fact, the company is
famous for its decentralized structure and for pushing authority and responsibility
down to lower levels in the hierarchy. Tasks that previously belonged to management
are performed by line workers. Management listens to lower level employees and

routinely implements their new ideas.

The reward system in place at Nucor is also unique, and its employees may be the
highest paid steelworkers in the world. In 2005, the average Nucor employee earned
$79,000, followed by a $2,000 bonus decided by the company’s annual earnings and

$18,000 in the form of profit sharing. At the same time, a large percentage of these
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earnings are based on performance. People have the opportunity to earn a lot of
money if the company is doing well, and there is no upward limit to how much they
can make. However, they will do much worse than their counterparts in other mills if
the company does poorly. Thus, it is to everyone’s advantage to help the company
perform well. The same incentive system exists at all levels of the company. CEO pay is
clearly tied to corporate performance. The incentive system penalizes low performers

while increasing commitment to the company as well as to high performance.

Nucor’s formula for success seems simple: align company goals with employee
goals and give employees real power to make things happen. The results seem to work
for the company and its employees. Evidence of this successful method is that the
company has one of the lowest employee turnover rates in the industry and remains
one of the few remaining nonunionized environments in manufacturing. Nucor is the

largest U.S. minimill and steel scrap recycler.

Case written by [citation redacted per publisher request]. Based on information from Byrnes,
N., & Arndt, M. (2006, May 1). The art of motivation. BusinessWeek. Retrieved April 30, 2010,
from http://www.businessweek.com/magazine/content/06_18/b3982075.htm;  Foust, D.
(2008, April 7). The best performers of 2008. BusinessWeek. Retrieved April 30, 2010,
from http://www.businessweek.com/magazine/toc/08_14/B4078bw50.htm?chan=magazine+
channel_top+stories; Jennings, J. (2003). Ways to really motivate people: Authenticity is a huge
hit with Gen X and Y. The Secured Lender, 59, 62-70; Marks, S. J. (2001). Incentives that really
reward and motivate. Workforce, 80, 108—-114.

Source:

https://saylordotorg.github.io/text organizational-behavior-v1.1/s10-01-motivating-steel-wor

kers-works.html
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How Nucor Steel Rewards Performance and Productivity

by Gregory P. Smith
Last Updated: Feb 21, 2014

Would you believe that one of the few remaining steel companies in the U.S. has
not laid off any employees in the last 28 years? Read how Nucor Steel's unique way of
linking performance with productivity and simple employee relations policy has helped

it meet its goals.

Nucor Steel, with 7000 non-union employees and nearly $4.5 billion in sales, is one
of the few remaining steel companies in the U.S. to remain competitive in its industry.
It focuses on two clear goals: building steel manufacturing facilities economically, and

operating the facilities productively.

To achieve these goals, Nucor has streamlined and decentralized management
and allows each plant to operate as independent business units. Only four layers of
management exist: Chairman, Vice Chairman and President; Vice President-General
Manager; Department Managers; supervisor/Professional; and hourly employees. Only
22 employees eight managers and 14 administrative employees work in the corporate
headquarters. Senior executives do not have company cars, dining rooms, executive
parking spaces or corporate jets. Everyone from the janitors to the CEO has the same

basic but generous benefits plan.
Nucor’s employee relations philosophy is simple and effective:
1. Employees should have the opportunity to earn according their productivity.

2. If employees do their job well today, they should have a job tomorrow. (They

haven’t laid off employees in 28 years.)

43



! U LIbh AVAS
TR LEETIEL
ASSOCIAGAO NACIONAL DAS EMPRESAS

METALURGICAS E ELECTROMECANICAS Vasconcellos e S& Associates, S.A.

3. Employees have a right to be treated fairly. The company listens to employees
through crew meetings, department meetings, shop dinners and employee

surveys.

4. Employees must have an avenue of appeal if they believe they have been
treated unfairly. This complaint procedure allows employees to carry their

complaints to the President of the company.

Nucor backs up its philosophy with a unique pay-for-performance compensation
system. Salaried employees receive 0 to 25 percent of their salary based on the Return
on Assets (ROA) of their plant. Employees earn money based on their individual
productivity. While employees are paid a lower than industry average hourly rate, they
qualify for an exceptional performance bonus if they exceed hourly quotas. For
example, the steel industry average says an individual should be able to straighten 10
tons of steel an hour. Nucor’s goal is to straighten 8 tons an hour. Employees get an
additional 5 percent bonus for every ton over 8 tons they can straighten. They typically
average 35 to 40 tons an hour. However, if they are late to work they lose their bonus
for the day. And if they miss a day of work during the week they lose their bonus for

the entire week.

Department Managers also have base salaries that are lower than what other
plants pay. But they qualify for an annual bonus based on their plant’s ROA that varies
from 0 to 82 percent of their salary. They get an additional bonus based on the weekly

production of their crews of 100 to 200 percent of base salary.

Senior officers have one compensation system. They do not get profit sharing,
pensions, bonuses or retirement plans, and their base salaries are also set below
industry averages. They receive one annual bonus based on the return of shareholders
equity above certain minimum earnings. Paid 60 percent in stock and 40 percent in

cash, the bonus ranges from 0 to several hundred percent of salary.
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This unique way of rewarding productivity keeps Nucor’s productivity high and its
absenteeism at a low 1 to 1.5 percent a year. Employees see a direct correlation
between what they do and their paychecks a major incentive, and a key strength of the
program. In fact, this program prompts such high performance that employees were
refusing to take time off. The company began forcing them to take time off by giving
employees four extra days off a year. Even so, only half their employees use their four

extra days!

About Author:

Greg new photoGreg Smith's cutting-edge keynotes, consulting and training programs
have helped businesses accelerate organizational performance, reduce turnover,
increase sales, hire better people and deliver better customer service. As President
and Lead Navigator of Chart Your Course International he has implemented
professional development programs for thousands of organizations globally. He has
authored nine informative books including his latest book Fired Up! Leading Your
Organization to Achieve Exceptional Results. He lives in Conyers, Georgia. Sign up
for his free Navigator Newsletter by visiting http://www.ChartCourse.com or call (770)

860-9464.
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100-Percent Bonuses Mean High Pay — Plus Low Labor Costs

by Susan MarksJune 6, 2001

At Nucor Corp., a share-the-wealth approach also has been a success. Based
inCharlotte, North Carolina, the steel producer had a record $4.6 billion inrevenues last
year. It employs 8,000 people at 22 plants in nine states, andranks among the Fortune

500.

Large Company

Name: Nucor Corp.

Location: Charlotte, North Carolina

Type of business: largest steel producer in the United States
Number of Employees: 8,000

The company pays much lower base wages — sometimes half of what the
competition pays hourly workers — then uses weekly bonus cash payouts as an
incentive. And they are not small amounts, either. Employees can earn 100 percent,
200 percent, and more of their regular hourly wage, with no cap, according to the

amount of quality steel produced by, or passed through, a work team on a shift.

It’s a production-driven system that wouldn’t work for everyone. For non-union
Nucor, however, it has worked since the 1960s, says James M. Coblin, vice president of
human resources. “We have the highest productivity of any steel mill in the United
States in terms of tons per employee or tons per hour. We have the highest-paid
steelworkers on earth, and we have arguably among the lowest labor costs per ton
produced. So that’s pretty phenomenal if you can have the highest-paid employees but

the lowest labor cost.”
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The secret to motivating people is money, he says.”lIf you give a bonus to
somebody of 15 percent, of course they like it, or20 percent, even 25 percent, of
course they love it. But if you give them a bonus of 100 percent, you get their attention
big-time, and when they start seeing 150 percent bonus or 160 percent bonus, they
are focused on that bonus.And when they know it’s not going to be changed, like
ratcheting up the base when they really start producing or putting a ceiling on it ... they

catch fire.”

The average pay in the year 2000 for Nucor’s steel mill employees was about
$63,000, and many of those people were high school graduates living in small towns
like Darlington, South Carolina; Jewitt, Texas; and Waterloo, Indiana, very small

communities where a dollar goes a long way, Coblin says.

In good times, when business is booming, every employee —from a receptionist to
the CEO — shares in profits. Conversely, during down times there’s sharing, too. The
company doesn’t lay off employees, but shuts down its production lines for one or two
days a week. Salaried executives still work, but hourly employees aren’t required to.
About 80 percent of Nucor’s employees are on this production-incentive plan. Other

employees also have performance-based compensation:

Department managers earn annual incentive bonuses based primarily on the
percentage of net income to dollars of assets employed for their divisions. These

bonuses can be as much as 80 percent of a department manager’s base pay.

Professional and clerical employees not on other plans earn bonuses based on their

division’s net income return on assets.

Senior officers earn lower base salaries, with there mainder of their compensation
based on Nucor’s annual overall percentage of net income to stockholder’s equity,

which is paid out in cash and stock.

Coblin says the Nucor system is about giving high wages to average people for

outstanding production, and about giving responsibility and authority to lower-level
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employees. It’s the worker who drives production — and the bottom line — not the

executives. That can be a tough concept for authoritative managers and companies to

grasp.

Another key to Nucor’s success is the simplicity of its incentive system, Coblin
says. If every employee can understand and see how an incentive plan affects him

each week, then it can succeed. If not, it won’t work in the long term.

Beyond its bonus structure, Nucor also rewards employees with free dinners,
jackets, and hats for outstanding production or safety records broken. Service awards
are handed out every five years. Employees receive one share of stock for every year

at Nucor. Workers are essential to the company’s success, and are stockholders.

It’s that ownership connection that is key to employee performance, NAM'’s Eisen
adds. She calls Nucor an extraordinary company.”They are using cash to incent. Other
companies use benefits to incent. Who is the winner? | think you have to look at your

own workforce.”

Nucor’s Reward System

All employees at steel giant Nucor are covered by one of four performance-related
compensation systems. Each of the plans relate to specific goals and targets depending
on the job. Nucor also periodically has issued an extraordinary bonus to all employees,
except officers, in years of particularly strong company performance. This bonus has

been as high as $800 for each employee.

The four ongoing bonus plans include:

Production Incentive Plan: Operating and maintenance employees and supervisors at
the facilities are paid weekly bonuses based on the productivity of their work group.

The rate is calculated based on the capabilities of the equipment employed, and no
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bonus is paid if the equipment is not operating. In general, the production incentive
bonus can average from 80 to 150 percent of an employee’s base pay. The vast

majority of the company’s employees are covered under this plan.

Department Manager Incentive Plan: Department managers earn annual incentive
bonuses based primarily on the percentage of net income to dollars of assets
employed for their division. These bonuses can be as much as 80 percent of a

department manager’s base pay.

Professional and Clerical Bonus Plan: This bonus is paid to employees who are not on
the production or department manager plan and is based on the division’s net income

return on assets.

Senior Officers Incentive Plan: Nucor’s senior officers do not have employment
contracts. They do not participate in any pension, discretionary bonus, or retirement
plans. Their base salaries are set lower than what executives receive in comparable
companies. The remainder of their compensation is based on Nucor’s annual overall

percentage of net income to stockholder’s equity and is paid out in cash and stock.

Workforce, June 2001, pp. 112-114
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ArcelorMittal

transforming formormow

Our equity incentive plans

The Restricted Share Unit plan (RSU plan) and the Performance Share Unit plan (PSU
plan), adopted at the annual shareholders’ meeting on 10 May 2011, are designed to
enhance the long-term performance of the company and to retain key employees.
Yearly grants under the RSU plan and the PSU plan are subject to the approval of the
annual general meeting of shareholders. The two plans are intended to complete
ArcelorMittal’s existing programme of annual performance-related bonuses, the
reward system for short-term performance and achievements. Before 2011 equity

incentives were in the form of stock options as described further below.

Both plans are intended to promote the alignment of interests between the company’s
shareholders and eligible employees by allowing them to participate in the success of

the company.

Restricted Share Unit (RSU) plan

The RSU plan provides a retention incentive to eligible employees.

Awards made under the RSU plan are subject to ‘cliff vesting’ after three years,
contingent upon the continued active employment of the employee with the
ArcelorMittal group. The RSU plan is targeted at the 500 to 700 most senior managers

across the ArcelorMittal group.

In 2016 no RSU were granted under this plan.
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Performance Share Unit (PSU) plan

The PSU plan’s main objective is to be an effective performance-enhancing scheme

based on the employee’s contribution to the achievement of the company’s strategy.

Awards made under the PSU plan will be subject to the fulfillment of performance

criteria over a three-year period from the date of award.

The allocation of long term incentives is reviewed by the board of directors’
appointments, remuneration and corporate governance committee, comprised of
three independent directors, which makes a recommendation to the full board of
directors. The committee also decides the criteria for granting PSUs and makes its
recommendation to the board of directors. The criteria are based on the principle of
rewarding for performance upon the achievement of clear and measurable metrics for

shareholder value creation.

Global Stock Option Plan

Before the general shareholders’ meeting adopted the RSU-PSU proposal in May 2011,
ArcelorMittal’s equity based incentive plan took the form of a stock option plan called

the Global Stock Option Plan.

The overall cap on stock options available for grant during any one-year period was
approved yearly by the shareholders at the annual general meeting. The main

differences between stock options and RSUs and PSUs are the following:

the stock options vest in tranches of one-third of the grant per year within three years
of the date of the grantthe eligible employee pays an exercise price in order to

exercise a stock option, which is not the case for RSUs and PSUs.
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The number of RSUs-PSUs that may be allocated to an eligible employee will be
proportionately smaller than the number of stock options that would have been
allocated to the employee. Information about historical stock option grants is available
in ArcelorMittal’s statutory annual reports and annual report on Form 20-F. The stock

options awarded most recently (in 2010) are scheduled to expire in 2020.

Stock options information system (Restricted access)

Source:

https://corporate.arcelormittal.com/investors/corporate-governance/equity-incentive

-plans
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ARTICLE ONE - AGREEMENT
Section A. Parties to the Agreement

1. This Agreement, dated as of September 1, 2015 for the Employees of ArcelorMittal
USA (the Basic Labor Agreement, BLA, or the Agreement), is between
ArcelorMittal USA (or the Company as further defined below) and the United
Steel, Paper and Forestry, Rubber, Manufacturing, Energy, Allied Industrial and
Service Workers International Union, or its successor (the Union or USW or United
Steelworkers) on behalf of the Employees of the Company (as defined in Article
Two, Section A (Coverage) at both facilities in East Chicago, Indiana; Cleveland,
Ohio; Warren, Ohio; Riverdale, Illinois; Burns Harbor, Indiana; Conshohocken,
Pennsvlvania; Coatesville, Pennsvlvania; Steelton, Pennsvlvania; Virginia,
Minnesota; Georgetown, South Carolina; and Weirton, West Virginia.

b

Except as otherwise provided in this Agreement, the Company shall include any
current or future Affiliate of ArcelorMittal USA.

a. An Aftiliate shall mean any business enterprise that Controls, is under the
Control of, or is under common Control with ArcelorMittal USA.

b. Control of a business enterprise shall mean possession, directly or
indirectly of either:

(1)  fifty percent (50%) of the equity of the enterprise; or
(2)  the power to direct the management and policies of said enterprise.

3. Except as otherwise provided in this Agreement the Company shall exclude
(Excluded Entity): (i) the Parent (the publicly-traded entity); (ii) those of its
Atftiliates that are neither domiciled nor do business in the United States; (iii) the
current atfiliates associated with its investment in I/N Tek and I/N Kote, provided
that such affiliates do not acquire or otherwise gain control of any additional
entities; (iv) any current or future affiliates of ArcelorMittal USA which are
established solely for the bona fide business purpose of securitizing or facilitating
financing arrangements of ArcelorMittal USA or for participation in the trading,
distribution or logistics of materials produced by ArcelorMittal USA Affiliates,
and (v) Walker Wire USA provided that it neither expands its operations nor
acquires an additional entity(ies).

Section B. Term of the Agreement

1. The eftective date of the Agreement shall be September 1, 2015, (the Eftective Date)
except as otherwise expressly provided.

(9]
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.

Except as otherwise provided below, this Basic Labor Agreement shall terminate
at the expiration of sixty (60) davs after either party shall give written notice of
termination to the other party, but in any event shall not terminate earlier than
September 1, 2018 (the Termination Date).

3. It either party gives such notice, it mav include therein notice of its desire to
negotiate with respect to Insurance, Pensions, Successorship and Supplemental
Unemployment Benetfits. If the parties do not reach agreement with respect to such
matters by the Termination Date, either party mayv thereafter resort to strike or
lockout, as the case may be, in support of its position with respect to such matters,
as well as any other matter in dispute. This Paragraph shall applyv to all such
matters, including Insurance, Pensions, Successorship and Supplemental
Unemployment Benefits, notwithstanding any contrary provision of existing
agreements on those subjects.

4. Any notice to be given under this Agreement shall be given by certified mail and
shall be postmarked by the required date. Mailing of notice to the Union should
be addressed to the United Steelworkers, 60 Boulevard of the Allies, Pittsburgh,
Pennsylvania 15222; mailing of notice to the Company should be addressed to 250
West US Highway 12, MOB 224 Floor, Burns Harbor, IN 46304. Either partv may,
by like written notice, change the address to which certified mail notice shall be
given.
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ARTICLE NINE - ECONOMIC OPPORTUNITY

Section A, Wages
L Detinitions:
a. Regular Rate of Pay as used in this Agreement shall mean the Base Rate of

Pay plus incentive earnings.

b. Base Rate of Pay as used in this Agreement shall be the rates of pay as
shown in Appendix A,

Section B. Incentive Plans

1. New incentive plans shall be designed to afford Emplovees the earnings
opportunity generally available under existing plans. Modified incentive plans
shall be designed to attord Emplovees the earning opportunity generally available
under the plan being moditied.

!\)

The Company shall establish new mcentive plans to cover newly created jobs. The
Company shall also modify existing incentive plans where new or changed
conditions resulting from mechanical improvements made by the Company in the
interest of improved methods or products, or from changes in equipment,
manufacturing processes or methods, materials processed, or quality or
manufacturing standards impact the earmings opportunity provided under an
existing incentive plan. In all other circumstances, existing incentive plans shall
remain unchanged. Such plans shall be installed within ninety (90) days ot an
Employvee being assigned to work on a new or moditied job.

(557

Such new or moditied incentive plans shall be established in accordance with the
tollowing procedure:

a. The Company will develop the proposed new incentive plan.

b. The proposed new plan will be submitted and explained to the Local Union
Incentive Committee along with such additional Employees as the
Comumittee shall deem appropriate. The explanation shall include all
information reasonably required to understand how the new plan was
developed. The Union shall be afforded a tull opportunity to be heard with
regard to the new plan.

Should agreement on a new plan not be reached, the new plan may be
mstalled and the Emplovees attected shall give the plan a tair trial.

g

92

59



aneme
TR -

ASSOCII}(;AO NACIONAL DAS EMPRESAS A
METALURGICAS E ELECTROMECANICAS Vasconcellos e Sa Associates, S.A.

d. The Local Union Incentive Committee may file a grievance at any time from
ninety (90) to 180 davs from the date of installation of a new plan. Such
grievance shall be filed in Step 2 of the grievance procedure and shall be
decided on the basis of the standard referred to in Paragraph 1 above.

e. In the event the Company does not install a new incentive plan on a timely
basis, the Local Union Incentive Committee may file a grievance in Step 2
of the grievance procedure requesting that a new plan be installed. Any
such grievance shall include a statement of the alleged changed
condition(s), including approximate date(s) of such alleged change(s). It the
Board decides that a change has occurred which requires new standards, it
shall order the Company to develop and install an appropriate new plan
and to appropriately compensate the grievant(s).

4. The Company shall be permitted to establish an interim rate which may be used
while the new incentive plan is being developed. The interim rate shall consist of,
in addition to the applicable Base Rate of Pay, a special howly interim allowance
equal to the percentage equivalent of the straight-time average howrly earnings
above the Base Rate of Pay in Appendix A during the six (6) pay periods
immediately preceding implementation of the interim rate. If the job involved is a
new job, the interim rate shall be the applicable average interim rate found by
relating the job requirements of such new job to the job requirements of the
existing jobs under the previously existing incentive plan and shall be based solelv
on the incentive earnings of the related job(s) under the old plan.

Section C. Shift Premium

Emplovees shall receive a shift premium of twentv-five cents (50.25) tor all hours worked
by Emplovees designated as Shift Workers. Shitt Workers are those Emplovees who are
routinely scheduled at least half their shifts on other than the day shift (all eight (8) hour
shifts starting between 6:00 a.m. and 9:00 a.m. are defined as the day shift).

Section D. Sunday Premium

All hours worked by an Emplovee on Sunday, shall be paid for on the basis of one and
one-half (1%2) times the Emplovee’s Regular Rate of Pay. For the purpose of this Section,
Sunday shall be deemed to be the twenty-four (24) hours beginning with the shift change
hour nearest to 12:01 a.m. Sunday.
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Section E. Profit Sharing
1. Introduction

The parties agree to establish a profit sharing plan (the Plan).

1o

Level of Payvout

The Company agrees that it will create a profit sharing pool (the Pool) consisting
ot 7.5% of the Company's Quarterly Protits, as defined below, and to distribute the
Pooel within fortv-five (45) days of the end of each tiscal quarter, in the manner
described below. The fourth (4*) quarter payment will be distributed within
fitteen (15) davs following the date of the auditor's opinion of the Company's
annual audited financial statements, which mayv include an adjustment for the
correction of errors in prior quarters.

L8]

Calculation of Profits
For the purposes of this Plan,

a. Protits shall be defined as Earnings Before Interest and Taxes of the
Company, calculated on a consolidated basis in accordance with United
States Generally Accepted Accounting Principles (GAAP), with the
tollowing exclusions:

(1)  onerous contracts, income or loss related to anv charges or credits
(whether or not identified as special credits or charges) for unusual,
infrequently occurring or extraordinary items as defined by GAAP,
including credits or charges for plant closures, business dispositions
and asset sales that are not normal operating charges or credits of the
Company;

(2) any cost or expense associated with the Benetit Trust or other
similar vehicle;

(3)  any cost or expense associated with the Plan or any other profit
sharing or similar plan for any of the Company’s emplovees;

(4)  any expense attributable to the allocation or contribution of stock to
Company emplovees;

(3) anv pavments, fees or other expenses that are not in the normal
course of business paid directly or indirectly to any person or entity

94
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who directly or indirectly owns or controls anv equity or equity-like
interest in the Company; and

(6) profits from Excluded Entities as deftined in Article One Section A -
Parties to the Agreement.

b. All transactions between the Company and the Parent or any ot its Affiliates
shall be conducted on an arm'’s length basis on commerciallv reasonable
terms not less tavorable to the Company then those that could be obtained
from an unrelated third partv.

4, Individual Entitlement

The Pool will be divided among all Emplovees (Participants) on the basis of the
Houus (as defined below) of each such Participant in the calendar weeks within
each fiscal quarter.

a. Hours shall include the tollowing, but shall not exceed torty eight (48) hours
for any week for any Participant: hours worked (including straight time and
overtime hours), vacation and holiday hours at the rate of eight (8) hours
tor each holiday or day of vacation; hours shall also include those hours not
scheduled less than forty (40) due to a scheduled reduced Work Week;
hours on Union business; and hours, at the rate of eight (8) hows a dav,
while receiving Workers' Compensation benefits (based on the number of
days absent from work while receiving such benefits).

b. Any pavments made to a Participant pursuant to this Plan shall not be
included in the Participant's earnings for purposes of determining any
other pay, benefit or allowance of the Participant.

5. Administration of the Plan

a. The Plan will be administered by the Company in accordance with its terms
and the costs of administration shall be the responsibility of the Company.
Upon determination of each Quarterly Profit calculation, such calculation
shall be forwarded to the Chair of the Union Negotiating Comunittee
accompanied by a Certificate of Officer signed by the Chief Financial Officer
of the Company, providing a detailed description of any adjustments made
to Earnings Before Income and Taxes and stating that Profit was
determined in accordance with GAAP and that Quarterly Profit was
calculated in accordance with this Section.
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b. The Union, through the Chair of its Negotiating Committee or his/her
designee, shall have the right to review and audit anv information,
calculation or other matters concerning the Plan. The Company shall
provide the Union with anv information reasonably requested in
connection with its review. The reasonable actual costs incurred by the
Union in connection with any such audit shall be paid from the Pool and
deducted from the amount otherwise available under the Pool for
distribution to Emplovees.

C. In the event that a discrepancy exists between the Company's Protit Sharing
calculation and the results obtained by the Union’s review, the Chairs of the
Union and Company Negotiating Committees shall attempt to reach an
agreement regarding the discrepancy. In the event that they cannot resolve
the dispute, either party may submit such dispute to final and binding
arbitration under the grievance procedure provided in this Agreement.

6. Prompt Pavment

Notwithstanding Paragraph 5, the Company shall comply with the requirements
of Paragraphs 2 through 4 based on its interpretation of the appropriate pavout. If
the process described in Paragraph 5 results in a requirement for an additional
payout, said payout shall be made no more than fourteen (14) days after the date
of the agreed upon resolution or issuance of the arbitrator's decision.

~

Summary Description

The parties will jointly develop a description of the calculations used to derive
profit sharing payments under the Plan tor each quarter and distribute it to each
Participant.

Section F. Inflation Recognition Payment

1. General Description

The below general description is qualified in its entirety by Paragraphs 2 through
6 below.

The purpose of the Inflation Recognition Payment (IRP) is to make quarterly lump-
sum payvments to Emplovees it cumulative inflation, as measured over the life of
the Basic Labor Agreement, exceeds three percent (3%) per vear.

At the end of each calendar quarter, the Consumer Price Index (CPI) for the final
month of that quarter will be compared to a CPI Threshold (as found in the Table

in Paragraph 5 below) which represents what the CPI would be if total intlation

96
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2. Os quatro elementos a considerar na
implementacao de qualquer plano de

incentivos: a quem; porqué; o qué; e como

Resumo

Os quatro elementos a considerar em todo e qualquer plano de incentivos sao:
- A quem;
- Porqué;
-0 qué;

- Como.

O documento em anexo analisa em detalhe: vantagens, sistemas individuais e de
grupo, fabris, vendas e servicos, objectivos de lucro, custo, produtividade, qualidade,

satisfacdo do cliente, etc.
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QUATRO ASPECTOS A CONSIDERAR NOS INCENTIVOS:
A quem Porqué O qué Como
Programasde | Departa- | Apenasalguns Apenas outros Toda a
incentivos mentos | departamentos | Todaa departamentos empresa
Quem dentro da fabrica (vendas, (todosA + B +
beneficia fabrica financeiro, etc.) C+D+E)
A B 3}
Empregadose
supervisores
F
C E
Quadros médios e gestdo
de topo

QUATRO ASPECTOS A CONSIDERAR NOS INCENTIVOS:
Como

A quem Porqué O qué

Em funcdo de

Matérias primas
v Gastos Equipamentos
Consumiveis
Objectivos Desperdicios
quantitativos —
o Horas de execucdo / tempo de entrega
especificos Custo unitario

A Qualidade (V quebras / defeitos)
A Quantidade/produtividade
Margem da sec¢do
ROA da fabrica
Lucro/margem da empresa como um todo ou sub-unidades e
semelhantes (valorizacao na bolsa, etc.)
Receitas da empresa como um todo ou sub-unidades
Global Avaliagdo dos clientes / satisfagdo
Avaliagdo do superior hierarquico (ética de trabalho, etc.)
Premiar desempenhos excepcionais (resolucdo de problemas, iniciativa
para aproveitar oportunidades, espirito de entreajuda, etc.)

65




aneme
0!

ASSOCII}(;AO NACIONAL DAS EMPRESAS A
METALURGICAS E ELECTROMECANICAS Vasconcellos e Sa Associates, S.A.

QUATRO ASPECTOS A CONSIDERAR NOS INCENTIVOS:

A quem Porqué O qué Como

|

Nao monetarios

Tipos de prémios/incentivos Monetarios Reconhe-
cimento

Status

Bénus (% dos resultados obtidos)

Aumentos salariais varidveis/diferenciados
(ndo igual para todos)

Accdes da empresa

Promogoes

Titulo da fung¢do

Outros (empregado do més/semestre/ano,
medalhas e semelhantes, referéncia nas
reunides, newsletter, intranet, etc.)

QUATRO ASPECTOS A CONSIDERAR NOS INCENTIVOS:

Aquem | Porqué | Oqué Como

Processo/sistema
em concreto

|

Ex.: Barcos de pesca

1/3 Pescadores

1/3 Equipamento (barco,
redes, maquinas, etc.)

1/3 Dono
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Preface

As inspiration for corporate payroil publisher DI and CO-industry jointly booklets on Plusten,

PlusLen is not a payroll system, but an inspiration to payroll systems. PlusLen thus provides a wide range of
opportunities that each company can use as needed.

If you follow the guidelines in PlusLen, the company's payroll system comply with formalities. It is not a
guarantee that there can be problems, but it ensures that existing rules are respected,

Performance pay is part of PlusLen and is a highly relevant tool with great advantage can be withdrawn from
the toolbox and used in combination with other tools to promote productivity and competitiveness o the
benefit of business and employees.

Performance pay Is self-financing, as It seeks to cut costs and increase productivity and so agreement, the
percentage {o be awarded to empioyees and the company,

A good payroll system that both managers and employees sacrificing much attention, is a'good prerequisite for
good cooperation by creating common regsults. It creates momentum when the targsts are met, and provides

good opportunities to celebrate joint successes.

This booklet describes the capabilities of PlusLen to work with RBR. This requires some knowledge of payroll
systems. For those who do not know PlusLon in advance, we recommend reading the pamphlet PlusLan first. To
those who are well-versed in pay systems, also recommended the two detailed methodological guldelines for
PlusLen, PlusLen for workers and Plusl.en for salaried empioyees, which can be obtained from DI and CO
industry.

DI and CO-industrial recommend Plusten as a starting point and offers to provide assisiance in the development
and introduction of new pay systems.

May 2012

Karsten Dybvad Thorkild E. Jensen
Adm. Manager Chairman

Dl Industrial Employess
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Why pay them on

results?

The overall intention of remuneration for results is to create belter results for the

benefit of employees and the company.

Companies introduce performance pay for improving
the performance and employees’ earnings. Pay
systems that pays for results, can translate into
more customers, higher profits and a more
motivated workforce.

Seen from the company involves remuneration for
results:

- Achieving the desired business
objeciive

- Better development of the company

- Self-financed

From the employees' point of view entails
remuneration for results:

- Increased job
- Personal development

- More salary

Pay for performance is more direct than other forms

of payment:

- Supports the business goals and visions

- Strengthen cooperation and communication

within the company

- Reward and recognize employees' efforts

The use of salary as a management tool has moved
higher up the corporate agenda as a means to gain
competitive advantage through new ways to fix
wages and using incentive measures.

Although performance pay is not a new idea, then
signals the increasing prevalence and a significant
change in many companies' perception of what salary

can be used.

The view represents a recognition that the wage can
be used to support business strategies.

Performance pay can be individual or common to a
group of employees. The choice depends on
whether the employee creates results by
independent work or as part of a group. For hourly
workers are performance-usually common to a
group of employees. Otherwise, the company easily
that the necessary cooperation is lost.
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issues of management and
employee involvement

The first and most important condition for payment by
results is that the management wholeheartedly in favor of

performance pay.

Before you begin to construct a RBR scheme,
management should consider how ready and willing
the company is to reward for results. If the goal is
simply to introduce a further aspect of pay, there is
no need for major managerial considerations. If the
company on the other hand want to promote
employee involvement and improvements through
remuneration for results, it is important that the
management wholeheartedly welcome and support
the process.

As performance-related salary to a strategy involving
the employees in achieving goals in a new way,
leaders must be willing to formulate and implement
such a strateqy.

RBR does not by itself improvements in employee
performance. Performance-reward improvements in
the current or the use of new processes : which
engages employees in activities that improve
performance.

trends

Performance pay is an important piece of the trends
that pervades businesses. Greater competitiveness
through more flexible organization with
decentralization and shorter decision paths. It draws
a clear picture of the employees to be
group-oriented, show greater commitment, be more
flexible and take responsibility.

1 Eg. methods, technology or thinking

involvement

It is known that people often resists change. On the
other hand there is also evidence that it is difficult to
oppose a change, where you have contributed in the
decision. Real involvement of the employees is a
key factor for the introduction of performance pay:

Conduct daily or weekly meetings with employees
where the objective successes, problems, new

ideas and solutions are discussed and followed up.

- Inform employees - on bulletin boards, TV
screens or intranet about how far we have

come towards new goals.

- Did not have the resources for training,
education and other activities that can support

employees to achieve new goals.

Thorough information and clear targets is a precondition
for work on a payroll system succeed. Information must
ensure that everyone in the company understands and
accepts the payroll system. In particular, it is important
that everyone knows and accepts the relationship
between pay and performance. It must be quite clear to
everyone what is expected of them, so that they can

achieve a higher salary.

As performance-related salary to a strategy involving
the employees in achieving geals in a new way,
leaders must be willing to formulate and implement
such a strategy. RBR does not by itself
improvements in employee performance.
Performance-reward improvements of new
processes which engages employees in activities
that improve performance.
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What are performance pay? the company'’s campatitivenass and viability by

First of all. parformance-an altamative to the attracting and retaining gualified employaes.
traditional principles of how wages can be fixed

Especially the diedt fink 1o the company’s goal

means that pedonmancs pay can rast on cartain Pasformance pay is a reward for & better effon. It is
principles and guldelines Impartant 10 understand that performance pay dogs

not raplace tng existing payroli sysem, butls a
reward systam, as an addition to the current wages
FPerformance pay 1s to support the company's
business objechives and desired persannst policy, At
the same timea pardormance-nelping 10 Improve When develaping O performance pay Sysién, thece ate thise

mam pinciples that shouldg be fallowed
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When we in this pamphlet talks about performance pay,
we mean 3 system where a number of condi tions must be

met:

- Performance pay is an additional form of
remuneration related pay for the
business results and support the
managemeni-related process

- Performance pay s based on pre-set
goals or measurements for operational

improvements

- Performance pay is a reward for a
better bet

- RBRvaries with the results
obtained

- Performance pay |s seff-financing

Main Principles

1. Clearly articulate want results.
2. Establish a basis for measurement.

3. Determine the system of payment.

Self-financed

Often think the company that there are economies to
introduce performance pay. Perhaps it is wrong.
Proper introduced performance pay Is self-financing
and improve the company’s bottom line and increase

employee eamnings.

It also happens that the company believes that there
iz a measurement problem can not be solved. It may
be wrong. Maybe it's because it does not have
defined and operationalized what results the

company wants to achieve.

Types of performance pay

Perfarmance pay can be divided into four categories:

- efficiency Bonus
The pay is wholly or partly linked to the
development of the company’s costs,
productivity, material utilization or the like.
Performance pay is calculated on the basis of
the change that has taken place in relation to a
norm. The norm may be an average over a
preceding period.

- quality Bonus
The pay is wholly or partly linked to the
development of the company’s quality, delivery
compliance, customer satisfaction or the like,
Performance pay is calculated on the basis of
the change that has taken place in relation to a
norm. The norm may be an average over a
preceding period.

- Profit sharing

The salary attached to the measure of the
company's financial results or selected parts of
it. The measurement criteria may be surplus
stock yields, return on investment, or

similar.
Profit sharing is done by the company
distributes bonuses, employes shares or
partnership.

- Attainment
The salary is linked to achieving specific goals.
The desired target is determined based on the
business plans, and when the objectives have
been achieved, there is a charge. Attainment
often includes the whole company and covers

different employee groups.
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e

For each of these four categories of performance
pay could be attached a number of performance
factors. Selecting performance factors will largely
affect employees' focus and motivation. If the
company agrees to go from one performance fo
another, move the employee focus. It may mean that
the former focus falls back to the old state.

The effectiveness of performance pay depends on
performance factors reflecting the business objectives
and the conditions that create value in the company.
By measuring and evaluating performance factors are
often the company can make the necessary
adjustments and obtain a fairly accurate control to

secure a particular result,
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The wage
composition

Before we go on with RBR and the introduction of
the same, we will here give a short presentation of
PlusLan, DI and CO-industry joint guidance on the
introduction of new pay systems in enterprises.

Elements of PlusLon

related pay function-based
Related pay the surcharge | Function-is

for jobis, subject or person supplementary to
relevant qualifications: perform a particular
Related pay is a personal function or task,

allowarnce and follows the possibly fora

individuaremployee. temporary period.

Base Salary
Basic pay is-pay for basic job and qualification requirements. The basic wage can be
the same for-ail employees; or it may vary between broad groups.

R e

Lontermometer

Mapping the causes of the pay
success or lack thereof.
Compares pay systems in many
enterprises and give it enjoyed
sary knowledge to customize the

payroll system in time.
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PlusLen starts with a basic pay «+ which may be the
same for all employees or may vary between broad

groups.

Next, may be given related pay .« in the form of a
premium for job-related, subject-related or person
relevant qualifications. Qualification salary is
personal and follows the individual employee.

is not personal salary component and thus not

included in the basic wage. Function-is a temporary

allowances paid over a period in which a particular
function or task performed. This could be
participation in a project that triggers a surcharge for
all hours during the project, regardless of the

employee also has other tasks in the period.

In addition to these pay elements may be a system
with RBR normally group or business based.

To this can be temporarily granted function-based «+ whidRerformance pay is variable and depends on the

results obtained.

FIG. 1The rates of pay in PlusLen be illustrated as shown below:

employee A employee B
Performance-Function-Quali
fi kationslon Base
[ | Salary
1 2 3 4 1 2 3 4 Quartery

The employees A and B have the same basic pay
different but related pay. Both basic pay as related

pay is constant throughout all four quarters.

In the first two quarters Receiver A also has a duty
allowance that falls away when A is no longer
perform the job. For one

1 See pamphlets for PlusLen for workers and employees

extraordinary function receives B a duty allowance in
the fourth quarter.

Employee A and B are covered by the same
group-based performance pay, which is calculated
quarterly and paid the same amount in kroner to
everyone in the group. Performance pay is the same

for A and B, but varies from quarter to quarter.
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The wage impact

Choosing forms of payment should be made based on
what goals they must support. The table below shows
which areas fixed and variable remuneration which

most often affects most positive:

FIG. 2

Effect on Certificates Result-
pay pay

Cooperation . .

productivity .

Employees' professional

development .

The employees’ personal

developmeant :

The company's

economy . .

The company's

development ' .

Customer saisfaction . .

As can be seen, is related pay often best to support
employees’ professional and personal development.
Employee development is typically a process that
takes time, and therefore the reward for
development be adapted to this process, it means
that wages periodically changes with employee
development.

Performance pay is usually a good form of
remuneration to affect productivity, the company's
economy and development. The reason is that

performance pay is directly linked to company goals.

Both forms of remuneration may be appropriate to
influence caollaboration and customer satisfaction

positively.
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measurement criteria

Set goals, and focus on results.

RBR can support both desired outcomes and criteria are comprehensible to all, and that they are
behaviors. Effective performance pay has a link to primarily associated with areas that employees can
the business objectives and the conditions that influence.

create value in the company.
Itis also an advantage that the perfermance factors to
quantify or assess frequently and that they can be
Selecting metrics or performance factors will largely adjusted and adapted to changing circumstances.
affect employees' commitment. It is impartant that
mélekrite-
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Kvantitetsmal

Kvalitetsmal

Types of performance factors tools and consumables, hours worked, overtime,
One may agree RBR in all work areas. Performance number of employees, revenue per. employee,
Factors can be divided into three categories: amount per. hours, transactions per month. hour, the

cost per. unit produced.

Often there will be a combination of the three

cateqgories, for example. to ensure the fulfillment of a benefits by kvantitetsmal is that they usually are

kvantitetsmal not at the expense of quality. easy to measure and follow up. The targets are not
affected by, for example. price increases and

discounts, such as revenue or earnings may be.

Kvantitetsmal

Kvantitetsmal is often used in connection with the downside is that the company can not meet the
effectiveness or the bonus goal achievement. At an production volumes before they are translated into
efficiency bonus fix to a standard of a workflow. If eamings being sold and the cost paid.

the norm is exceeded, it triggers a supplement that
increases with the achieved goals. In goal
achievement sets a target for the company and pay
the bonus if the goal is reached. economic goals

Economic goals are often used in connection with
the efficiency bonus goal achievement or profit.
They can be high or low and trigger large or small
examples: Turnover, number of units produced, bonus, whichever best support business goals.
number of transactions, "uptime", activity, produced

tonnage used resources, raw materials used
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examples: Revenue, earnings, cost consumption,
market share, gross margin, profit before tax, net
profit, revenue growth, sales, development in share
price, profitability, efficiency in administration,
product and service development, management and
employee skills.

The closer to the individual employee's own results
you set goals, the easier it is to understand and feel
that the employee can affect the outcome. The
economic targets can also be set as a target for cost
savings alone, you then assume that saved costs
more revenue for the company.

benefits the economic goal is that they can easily be
modified according to the company's current
situation and thus contribute to quickly move
employee focus and thus turning the company's
profit.

The disadvantages the economic goals is that they
are susceptible to many factors that the employee
may not have or appear to have the ability to
influence. For example: inflation, changes in
competition and thus changed prices, discounts to
new customers and investments.

It is important to emphasize that performance pay
does not automatically go to zero if the company in a
period deficit. Performance pay is a reward for
improvements. If the company has poor results, the
improvement trigger performance-related, whether
the company has no profit. Similarly, a worse result
in a profitable business well

could lead to a period when performance pay does not

give anything.

Kvalitetsmal

Quality targets for production are easy to set up, the
number of complaints and faults under specified
regulations only can be counted. Otherwise with the
"softer” areas such as customer service. Here you
can instead make an agreement about how quality is
understood and measured. It's a good idea to specify
the Agreement in the form of a written description of
what good quality is. Quality targets, for example.

defined on the basis of historical data.

examples: Delivery Compliance, mistakes and
cassation per. units produced, customer satisfaction,
customer retention, customer complaints, response,

customized solutions.

benefits by having quality with is that the pursuit of
other goals will not be at the expense of quality.

downside the quality is that it can be difficult to
determine who really is responsible for the quality or
lack thereof. It can give interpretations in the
calculation of performance pay.
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Performance pay for
hourly workers and
salaried

The design of a performance pay system depends typicaily been designed fo optimize the use of

on the goais you want o reach, Then, on the averall prodeiction facilitics and creais a greater cutput of

goals of the company can be reached as an each process.

individual goal, or 1o work with group objectives, in

large or small groups. Below are the hourly workers

demonsirated the overall objeciive pedormance pay The purpess of the group-based performance pay

wili aiso be able to support where toth saleried and hourly workers involved, have
increasingly been creating betier resuits through a
greater undersiancing of the process flow, sothe
focus shified from the indivicual 1o a iarget for the

Overall, the cbiectives iraditionally besn fo increase whole and an overall process fiow.

productivity and quaiity. Individual performance pay

schemas

FIG. 3

PAID BY THE HOUR

High productivity and Guaiy
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salaried

Performance pay for salaried employees has generally
been aimed at developing new products and services,
optimize business processes, ensure high customer

satisfaction mm.

It mainly separates individual performance pay from
group-based performance pay is that by
group-based performance pay want to see more on
the unity of the preduct manufacturing or services.

Traditionally, companies have developed a
performance pay system for workers and employees.
However, there is an increased tendency for trying to
introduce performance-related pay schemes that are
common to the two groups, as it has a major impact
on business performance when there is good

cooperation between the two groups.

FIG. 4

individual performance pay

The benefits of individual performance pay is that it can create
a very high motivation of the individual, the goals are often
easy to understand, and at the same time, the requirements

for management simple.

The main disadvantages are the risk of
sub-optimization to the detriment of the company
and that individual plans may result in wear and
stress. In addition, the requirements for control,
management and maintenance are high.

Group-based performance pay

The essential benefits of group-based performance pay
is the general improvement of the company's
knowledge. The goals must be pursued for the benefit
of the company through close cooperation between
management and employees. And that you can move

the focus from the process and to the whole.

OFFICERS

MNew products and services,

optimization of business processes, customer satistaction, several customers

higher sales and gross margin

- optimizing processes and procedures
- increased margins, sales, revenues,
several customers

- new products or services
- new systems or processes

- increased margins, sales, revenues, several
customers

- project implementation, deals that result
in orders
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The disadvaniages may be that motivaiion element of
group-based perdormance pay is a litde tess, §nd the
system requires the esiablishment of 3 measuremem
system ang the revision of targets and standards
Furthermore demands more leadership 1o get the right
Infermation out t-employees.

Resuits Compensation

Results Wageas and factans must support wage
polley and the company’s business objectives. What
Is the company’s mission and vision and how we
reach them?

Whi should be part of a performancs pay schems?

Before the final adoption of performanca pay
agreemant IS necassary to decids which of the
smployae aroups 10 take pat, and how the groups
should be compased:

- Should the whole company be in?

- Shoukl It be a physical device that can bave Its own
peformance pay agreement’

- Should it s depanment specific?

- Should it be Individua! reward?

There are many factors (o be taken Into aceount,

- Should RBR only reward productivity «

- Should it be the group's / department’s
efficiency « rewarded?

! Procactivity » Net procuction i terms of production
induced norm x 100 / stamped working time perng. Eficlency
= Nl production in enmms of produstion inoeced noan ¥ 100 /(

- i (L elated (o 1 be
Sh?gwaildtgjgnemmesr ated o the job baing

- Should there be the same or differant payment for
tha ralsvant group / cepariment

- Should it be as a percentage of satary?

- Should it beihe same performance pay amounts for all?

Again, it is.a good idea to look at the company's
mission and vision

- Is.1t the pure groductivity / production afficie
measptﬂadg( s il

= 15 1Ne enangy 300 ENVESNTTENIAl 1Chnolody INEasves That renand?
(EX  Willsr, @lecticry, Wise | geaersd)

- |= it additionally aiso cpoparstion throughout the
plant aection with associated ancillary sarvicss
auch as. purchasing, planning. production
management?

I this context it s worth taking the composition of
he simployess Inlo considatation:

- temparary employees?
- Bland of workers and smployeas?

- Salaned?

CShoidd managess te avpived v-e dotbuticn?

And It Is also necessary 10 assess the nalure of wosk,
Including how difficult tis 10 reach the 1arget and how
muth effon is teguired to achieve the yosl

1 WWMWW%M@WWMW' 100 / tha penne STaTRIC warkng umsa

EMciune; = Nat cooduchon maswss i e produced sanded rme s 100 / 1atal paodd of hewrs i any, el From Be, s&2 )
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Finally, before the task is put into operation dispose Possible causes of poor results may be:
of a distribution of any gain. It may be the same
distribution every time, or assessed for severity of

- The goals that the team needs to reach is not clear

operation, the distribution changes from task fo task.
enough

- The objectives of the group changed without
goals changed accordingly

- The necessary common sense is not present
Management and groups

In order for a team to succeed, it is necessary that
- Management does not support the group

management:
o sufficient
- ldentifies the target group must reach in order
getgroup - Rale Clarification missing
to support the above subordinate business

goals - Inefficient management of the group

- Ongoing focus on both the desired results and
the procedure used to achieve results

- Gain understanding and acceptance of the goals that

the group must reach

- Honoring both the group as individuals when

the entire group is successful

- Provides the necessary information to the
group and the individuals can constantly

improve their performance
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Group-based
performance pay

Introduction of group-based performance pay is But the benefits of group-based performance pay
designed to improve performance and value schemes are typically:
creation. When a group of people work together, the Reducing costs
result will in most cases be better.

(Because the employees become

more conscientious)

. ) - ing the relationship bet
The main reasons why companies should have mproving the relationship between

group-based performance pay are: management and employees

(Through better and more

targeted dialogue)
- Improve delivery performance
- Improving employee morale
- Improving the quality

- Increasing productivity (Since you are a member of a team)
- Increased employee motivation and - Improving cooperation among
commitment
employees

. When working together towards
- Better cooperation ( gteg

common goals)

Only when the right knowledge, the right information - Improving communication among

and the right responsibilities are present, a group employees

could achieve the desired customer satisfaction, (By helping each other)

quality and productivity. - Clarifies priorities and
strategies

(Because they have clear goals)

- Creates successes in achieving
the goal
(Amplified by the payment of a reward)
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Examples of the distribution of the Here are some possibilities:

performance-

By pure production tasks (process and process-like P0i0 percent. TCutter model 33% per cent.

production), it is quite common for hourly workers the owner / 33% per cent..the company / 33%

get the same performance pay. If there are per cent. to employees 30 per cent. to the
functionaries (eg support to production) with the evplayees | 7. percantithe:company B per

agreement, they also have the same performance
cent. to the employees / 40 per cent. the

pay.
company 10 per cent. to the employees / 90
per cent. the company will be prepared one
At project tasks, the composition can be hourly paid point model and the value of the points

employees from different departments will RBR Hegeisiea

usually be the same. At project tasks where there is
a mixture of the workers and employees, RBR can
be the same or may be agreed as a percentage of
the employee's salary normal.

The distribution of the prize is always negotiated before the
There can also be pre-agreed fixed amount per. start of the project and presents KPis1
employee when the task has been achieved. or targets and deadlines to be met in order to gain

paid.

The variation in the distribution of gains between
employees and the company is great.

1 Key Performance Incicator
{Ratios of paricuiar interest)
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Principle Example of productivity and delivery

performance for hourly workers

Rationale: Productivity = Number of orders
received in stock (measured in standard

time) / time spent on orders

Ability to deliver = Share of
orders on time

Reference: orders norm, based on pre- and post
Measurable factors:

- Standard times per. item number
- Stamped (entered) time spent

- Registered number of orders received in
stock

Principle Example of productivity and
delivery performance for salaried

Raticnale: Productivity Index =
Gross margin (DB) / Gage
Kroner (Gross)

Reference: budgeted productivity index

Measurable factors:

- Increased sales / increased wrnoyer
- Better prices

- Less cost of sales

- Better purchasing prices

- Fewer defects (internal and
external)

- Less payroll in production (= more bonuses for
production employees)

- Less Salary consumption / less overtime
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individual performance pay

Generally, there is widespread acreemeni that a
pavroil system can most effectively conirivuie ic
improvements in a company when creaiing link
between pay and pefformance. Pay for performance
has the great advantage that employees’ current and
fuiure business value can be assessed logether.

Performance pay for production
workers

Individual performance-typically designed to
Increase individual production worker's produciivity
and efficiency - that operate more efficiently.

Measurement Criteria for a production worker may in
principle include elements from all three
aforementioned areas, operational goals, financial
goals and senvice gnjeciives. However, the most
commen targets for production workers in practice:

- Produciivity / efficiency
- ity
- Defivery Compliancs

- spil

{Often, in a performances scheme ncluded several critenia,

iyoically 2-5 paragraphs,

As shown, the goals here uniquely to increase
productivity per. hour, while the quality and delivery
times respected.

FIG. 5illustrates the principle of mcividual performance
pay for a production worker. The higher the
productivily, the higher wages.

Performance pay for salaried

Previcusly it has been widely believed that the collar
coaiid be performance pay. The perception is parily
due fo a lack of alignment of objeciive measures.
How is such. the resutt of a staff emplovee work?

This is often given fo justify that it is net possible to
sei targets for salarnied employiees.
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FIG 5
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Today It Is more natural 1o set targets for white-collar
viark and reward for those in step with many
companies adopt:

- Systematic employee and
jobvurderingssamtaier

New forms of coliaborstion across the
organization, which msans that
functionaries move direclly support
production

If: particular, focus on remunarate Tor skills,
optimization of workfiows, consumption of materials,
Internal customes safisfaction and the development
of nenw prochucts ard senices.

RBR scheme based on predefined
target

It is Impartant to conskder what you wanl ta achieve
with a profit pay system Defore embarking on
constucting it. A good and thorough performance
pay system for its officials can contribute to the
company's (esources are Used In away that
supparts the company's strategy,

Salariad employess are motivaied targely by the fact
that their work makes sense and is part of a whoie.
When making pedarmancs pay for amplovess, pay
particular attention 10 the connaciion betwean the
campany’s vision, strategy and goals,

Method

The company’s strategy can be breken down Into a
number of milestones. Some targats can coves all
sadariad employess, while othes daveloped separataty
for each daparment. Subotjsctive updatad regulady o
kesp parity in radation 10 the company's strategy.

It tha company's vision and strateay Is formulated in
such a-way that refativaly easily deduced some clear
milestones can be as intermediate formulate soma
gldding principles.

For each mileslones defined a level corresponding
o fult attainment. It atso defines a minimum and a
maximum One can define 100 percent. target
achipvement of a retatively easily attainable level, so
as 1o ensurs tha maeting of the tasast, for sxampie.
130 par cent. If you wan! to serqd the signat, Finally,
define the expectad level, 5o it is passible 1o
calculate the total cast for tha entire padormancs
pay system,

Typicaily, tho targets a1 the enterprisa levsl fill o
relatively latge overall guldanoes, while the sub-targes
for the cepanments will occupy ratatively much for
other managers and speciaists

FIG. 5 rapresenis no anawer book. Soms companies
have achiavec good rssults by giving 10 par cant of
salory as pedormance pay for specialists
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Performance pay for specialists In large comparides i may he necassary to make a

It Is important to formulate meaningful goals, 8s special effort 1o ensure that one perceives the
satares employees can understand and influence calcutation of the milestones in a cansistent manne:
Many saianed smployeas perceive thelr waork as an across the sntire company

Impontan part of their identity. Theve is a real fisk of
chipping in thelr jobs satisfaction and professional

prda in making them a nancial reward In view of An exampla of the weighting of resultalionsmail for a
something that seems pointless specialist could be that as shown In FIG. 6 were

given 30 per cent, at enterprise lavel, incladng haif
In e torm of the rasult obtained for market share
and half in tha form of the result obiained o profit
The bas: targeis are based on data that the company betofe tax,
already usesa anc follows closaly. It fe not intended that

he company shoulg gevote substantial rssources 10

8 aoministraton of pelormance pay sysiem
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FIG. &
Enterprise Level: weight 30 per cent.
- Market share 15 per cent.
- Profit before taxes 15 per cent.

The fund results are included hereinafter by 70 per cent. in total, including half in the form of it, achieved result for

quality and half in the form of the result obtained for delivery on time.

Department: weight 70 per cent.
- Quality 35 per cent.
- Delivery on time 35 per cent.

Finally adjusted the employee's personal performance, by multiplying them in the sum of goals for company and department. In
the example includes completed projects in the individual results by 20 percent. and further and continuing training are included

with 15 per cent.

Personal goals: +/ - 35 per cent.
- completed projects 20 per cent.
- Forward and training 15 per cent.

Model: (corporate performance + fund's performance) x personal goals = RBR

03+0.7x035=0.35

One can also choose to simply put all three levels together. The model should then be designed to goals gives 100 per

cent. together. In that case, the personal goals become less important.

Example of determining the size of RBR

Weight
Share of wages Corporation Department Personal goals
Manager 40 per cent. 100 per cent. = =
Assoclate Director 30 per cent. 70 per cent. 30 per cent. +1 15 percent.
Head of Department 20 per cent. 50 per cent. 50 per cent. + 1 25 percent.
Mid-level 10 per cent. 40 per cent. 60 per cent. +/ 25 percent.
Specialist 5 per cent. 30 per cent. 70 per cent. +/ 35 percent.
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Process

To ensure sufficient cwnership and commitmeni o

performance pay sysiem can deveiop a project plan
for who does what ang when. The plan may
establish deadlines for the formulation of targels
when performance pay should De introduced In each
department, and when o be fzedback. Otherwise
you risk that the work on performance pay system s

forgotten, when everyday challenges are pressing.

The project plan can alsc define a recurring annual
review process performance pay sysiem. itis
imporiant to continuously adapt the sysiem ¢ the
company's strategy. If the company example. aims
o increase s market share within a product group

in & particuiar geographic markel, so it is naiural fo
=t the company performance pay sysiem refiect this

geal. Once the company has reafized its objective or

micdified so ihat the system must be adjusted

accordingly.
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Performance pay for sales and

customer service

Individual performance pay for employees who have
direct contact with customers is typically based on criteria

such as:

- Customer satisfaction, increased sales to existing
customers, penetration, customer retention,
customer complaints, direct respanse,
customized solutions, new customers and

markets

FIG. 7

Performance pay for sellers

Performance pay schemes that encourage vendors

to strive for higher sales are notoriously efficient.

Systems that have a greater focus on cost control,
can not work as intended. They are not motivating
for the sellers, experience. The increased cost of
additional sales must of course be included in the
measurement criteria, but not as it hinders to make

an exfra effort.

New customers

Types of sale

Fixed salary

—

Receiving
orders

"Nermal” sales

Additional sales Creating new

markets

Seller role
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Performance pay schemes for vendors to be so Performance pay for customer service

closely linked to achievements as possible and The intensified competition is customer service for
encourage to achieve even better results. One way many companies has been of central importance.
to look at the potential reward options, see the Therefare, attention is also much to continually
illustration in FIG. 7th improve customer service.

As shown, earnings increasing with increasing Customers are frequently asked to express their
sales. satisfaction with the service they received while

companies showdown telephone response times,
In addition, consider what the relationship between delivery times etc.
fixed and variable pay should be
performance-related pay scheme - depending on the
seller's part. In principle, all these goals be the subject of a
reward system. If periodically taking measurements

FIG. 7 shows the relationship between the seller's role of customer satisfaction, there is a basis to establish
and types of sales. FIG. 8 expresses that the bonus a performance pay scheme based on current
increases relative to the fixed salary in line with that payments.

vendor's role becomes more difficult and more

complicated.

FIG. 8

2000 /

1000 ——
500 j"’-"
— __,.-—l""'
0
10 20 30 40 50 60 T0 80 a0

Market share pct.

94



FRYNeme

MIE :.'HN RS T RS
R LPEIFINEN

ASSOCIAGAO NACIONAL DAS EMPRESAS
METALURGICAS E ELECTROMECANICAS

Vasconcellos e Sa Associates, S.A.

Design of

performance pay plans

Schematically, each step in the development of a

performance-related system seen from Fig. 9th

performance

The key to designing a performance pay scheme is
to have knowledge of:

- What results is critical to business

development

- What behavior among employees you
want to motivate

RBR can support both desired outcomes and
behaviors.

Effective bonus is dependent on the measurement
criteria has a context:

- Tothe business goals

- For the factors which affect productivity

- For what creates value in the
company

To motivate for better results have to be demanded
by selecting criteria. The criteria may be:

- Relevant for the company's goals
- Understandable for all

- Possible to adjust and adapt in changing

environment
- Possible to measure or assess frequently

- Economically profitable for the company

and employees

Local agreement

Changes in the agreed salary, most perceive as
significant changes in the employment relationship,
therefore it is necessary to examine the employment
rules for different categories of staff when you want
to introduce performance pay. See Collective

Agreement.

Whether it comes to individual or group-based
performance pay, this is based on an agreement -
individual or collective. The agreement is necessary
so that the individual or collective must accept that

the pay varies with results obtained.
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FIG. 9

A
Clarification

Where are we going,

why, how?

D

Maintenance

Can the payroll system is
made even

better?

B

development
Which payroll system can
ensure our

Goal?

Phase-C

Does the pay
system in

practice?

Often it is directly a collective agreement reguirements for the

development of an agresment.

By drawing up contracts or local agreement . it is
necessary to describe the purpose of establishing
the agreement. It is natural to describe the technique
of performance pay scheme, and finally it is
necessary to describe how the agreement may be
terminated, as well as remuneration basis exists

after the possible cancellations.

Evaluation and monitoring

For that performance pay can be actively used, it
must be able to adapt the company objectives.

1 * Exa plesgan be downloaded at di.dk and
co-industri.dk

This means that the criteria must be replaced and

standard basis adjusted for example. because of:

- Investments in new technology

- New methods and new procedures

The company must continuously adjust

the basis for the correction of standard time basis up
or down, as new initiatives in the form of changing
technology and / or methods are introduced. It is not
appropriate to correct all the time, and in many
situations it may make sense to consider it a bit like
swings and roundabouts. Minimum once a year
should be the basis for performance-critical look
through and adapted to the real and important

issues.
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Advantages and disadvantages of RBR

The general advantages and disadvantages associated

with the use of performance pay schemes are:

- A properly composed performance pay
system is a win-win situation for both
employees and the company. Employees have
the option of improved earnings and the

company improve its bottom line.

- Both management and employees focus on the
selected parameters and financial
performance. It will be a challenge for everyone to
meet the targets and moving the bar toward

improved target.

- Employees want norm bhasis corrected
because something unexpected has
negative impact on earnings.

The bar is located off of historical data also
contain such influences, so it is already

catered for.

- Poorly designed performance plans and
poor follow-up on results obtained
disincentive and payroll system may die. Reload
performance pay system so it is timely and
viable again.

Council by establishing
performance pay plans

Before your company decides to introduce

performance-related, you should:

- Consider the parameters that are most important
to your company and customers and which can

be influenced by the employees.

- Assess the expected economic effect that may
be associated with the introduction of a
performance pay system for companies and

employees.

If you mainly answered yes to the following
questions, your business is ready to performance

pay:
- Does your company have the
energy and effort to effect change?

- Is performance pay in accordance with your
company's culfure?

- Does your company have the necessary
human and technical capacity to support

performance pay schemes?

- Can your company clearly define what will

motivate employees?

- Can you clearly define what your business will

achieve using performance pay?
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After the dension o0 the introducton of parformancs o3y is
tzken. you should:

Ensure that management and employeses is set
io change: Changes in the way employess are
remunerated ofien involves a number of
chalienges for management. The cultwre of the
company may be significantly affacted.

Ensure thal the company can handle the
intentions of 2 performance scheme and
pravide the necessary informaticn to
employses.

Support the dstegation of responsibility. A key
to success-is that each empioyee o7 group iake
responsicility and actively pariicipats in the
development.

Thinking through the connection between the
individual siaff or each group's perfermance
and productivity of the development and the
company’s averall performance. You risk
paying the salasies, although cverall the
company is no basis for it.

Revisw and updals the RBR sxample. Ones a
year, sg it is up to date.

Vasconcellos e Sa Associates, S.A.
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Lontermometer

Optimum tool to keep track of your payroll system

As a tool for the introduction of performance-related
offers DI and CO-industry businesses to ascertain
level of satisfaction among management and

employees about their current payroll system.

Lentermometeret be seen as a maintenance tool, a
necessary tool if the company will have an up to
date payroll system.

Here it is possible to get an analysis of managers
‘and employees’ responses to guestions about the
current pay system and want for a future payroll
system.

If the company is experiencing problems in one
or more of these areas will likely be able to
optimize the company's payroll system.
Undertakings in DI and union representatives
who follow the agreement with COindu streak,
can register as users of Lensy system at:
lentermometer.dk. Access requires the name

and email of a manager and an employee.

The purpose of lentermometeret is o maintain the
company's payroll system, so that it always works
optimally. It is important to ensure that the payroll
system is stranded because of errors and
misunderstandings that could have been nipped in
the bud, Therefore, it pays annually to make a
measurament of how the pay system waorks.

The measurement focuses on the factors that are
most important to the pay the influence of employee
satisfaction and motivation. In the case of:

- Information about important decisions about daily

operations.

- The employees' opportunities to develop.

% Scheduling of the daily operations.

= Cooperation between the general managers and

employees.
- Acceptance of the wage distnbution.

- Confidence in the daily managers' assessment
of employees by related pay,

- Private and |leader's support for the creation of

results of performance pay.

+ Confidence in payroll Committes.
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It is important that the company is ready to take the
consequences. When the company asking for
employees' sense, expecting employees also that
the company is doing something about the problems
that might be. might prove to be.

Employees and managers in the company fills each
a questionnaire either on paper or electronically.
See demo on www.lontermometer.dk. When
everyone has the answer, you pay system, the
committee analyzes and additions directly in
lentermometeret. Lantermometeret allows to
implement the same measurement several years in
succession and monitor progress over time. In this
way, the company carefully document the effects of

with the mood of the company. If there is a good
atmosphere, it will typically also make themselves
known in the form of a positive assesement of the

company's payroll system.

Pay systems that are in the red zone, is at risk. They
are in the yellow zone, there are no serious
problems, but the pay system can be optimized. The
pay systems present in the green zone, in optimum
condition.

Assessment with Lantermometer

The employees’ overall
assessment of the payroll

N
working with payroll systems. system

YELLOW

Do workers have a positive view of the wage
system, and there is also the desired effect on
productivity and retention of employees, then payroll
system well, If lantermometeret shows otherwise,

the reasons may be found in the answers to the YELLOW

questions of information, planning, cooperation etc. "
Managers

Be aware that results may vary assessment of & fif
ect of the payroll

system

Where do we go from here?

DI and Industrial Employees are happy to provide The organizations have detailed methodological

advice outside the company. Contact DI or CO quidelines for PlusLan respectively for workers and
industry to learn more about opportunities or to employees. Furthermore, there is printed a number
arrange a mesting. of examples of how pay systems might look like in
practice. The materials can be ordered from DI or
DI Tel. 3377 3377 CO industry.

CO-industry Tel. 3363 8000
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example A

Performance-based on the extended

productivity concept

In this example, the employees have been divided into five
income groups. Groups is of such size that individual
employees can relate to the results obtained. The
allocation is also carried out in such a way that it takes into
account the optimization of the performance creation.
Furthermore taken of overall production and process
conditions, prevailing cooperation patterns, current work

organization and a possible data capture of results:

Selection and de fi nition of performance factors

Based on the company's overall strategies and targets
selected the result of factors that could contribute to

achieving the objectives set.

In this example is the following result factors which will
apply to all income groups: 1. Compliance with delivery 2

Quality

In addition to financial incentives, compliance with delivery
and quality included to improve cooperation results
between the groups. (There will be optimized on the factors
that will benefit other groups to benefit further along in the

Process).

In order to continuously update and adapt the payroll
system taken performance factors and goals to be reviewed
annually. It will be possible to replace or remaove worn-out

performance factors. The goals also updated once a year.

—

The surface

adenine treatment

—»é—»

—

Finished goods
inspection and

storage
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mechanical workshap

In the following, the example is limited to only the For each of the four factors will include a description of the
mechanical workshop where the following factors are purpose and a clear definition. Also determined current

level of performance and performance to be provided as a

determined. Factor 1: The Productivity Factor 2: Material . . . .

starting point (standard performance). Finally determined

Spill Factor 3: Quality objectives to be achieved through an extra effort.

Factor 4: Delivery Compliance

The figure shows the possible result of factors for the respective groups result:

The surface Finished goods
adenine treatment inspection and sterage

line Utilization
Productivity ﬁsﬂ?lgf Quality of
Material Waste Quality of delivery delivery

compliance

- delivery i
Quality of ¥ compliance
line 2 Number of

delivery compliance
compliance complaints

Assembly

E ff ciency
Quality of
delivery
compliance

Efficiency
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Factor 1 - Productivity

Purpose: To reduce labor costs. unit produced.

Definition
production measurad In the period

produced standard time x 100

productivity =
Overall time period

- the period of production is the sum of the

standardized time assigned for the production

The graph below shows how the machine workshop's
productivity has developed in
2010.

A negotiation has established that the starting point (standard
benefit) for income creation is 76 per cent., And the
department's productivity is 88 per cent. This would be reached

before the end of 2011.

Cimenslons and standard output 15 transferred to the table on page

50th
- the total period of time is the result of the group total

stamped working hours come-and-go-indstemplinger

Pet. 2010 2011

89 2010

o'.‘
85 Jo** Average 2010
.
.'
'." InEEEEND
o o
° .." Goal 2011 Produetivity in
-

69

65

Ql. Qz. Q3. Q4.

Ql.

Q2. Q3. Q4.
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Factor 2 - Waste Material

Purpose: To ensure the best use of raw materials and - the period wastage is calculated as the number of
production equipment and minimizing hernia, the waste kilos of iron waste, moving to scrap container. On the
form performance factor for the machine shop. truck is fitted with load cells

- wherein the weight of the finished pars is calculated as

Definition the sum of the applied weight of the drawings
a waste period measured In kg x 100
Waste of matenal = thewemgnmorimemsmespars

The graph below shows how the waste from the machine

shop has evolved in 2010.
The starting point (standard benefit) for income creation is set at

10.0 per cent., And the department's goals for waste is 7.0 per

cent. This would be reached before the end of 2011.

Dimenslons and standard output IS ransferred to the table on page

50th

Pet. 2010 2011

12
Waste 2010

11

\ Average 2010

IEEEEEED

10 " ~oal 20

r . Goal 2011

/ toe, .
\

8
- ...'
7 T
6
Q. Q2. Q3. Q4. Ql. Q2. Q3. Q4.
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Factor 3 - Quality

development of an ever higher quality.

Purpose: To ensure compliance with company and

customer quality requirements and to work for the

- where complaints period is the sum of the costs incurred
in a period due to remedies for quality defects

- wherein the reaction pericd is the sum of the invoiced

Definition
period claims x 100
quality = )
revenue for the period The graph below shows how the quality of the company
has developed in 2010.
A negotiation has established that the starting point
(standard benefit) for income creation is
6.9 per cent., And the department's goals for quality
5.0 per cent. This would be reached before the end of
2011.
Dimenslons and standard output Is transferred to the fable on page
501N
Pet. 2010 2011
75 :
A Quality 2010
7.0 f
- \ N Average 2010
\I \j\/{ V . ipEEEENN
8.5 \ | Y ‘e Goal 2011
’0
6.0 "0
.6
Q..
.,
55 LT
Q.‘.
...
o,
5.0
4.5
Qrt. Q2. Q3. Q4. Q. Q2. Q3. Q4.
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Factor 4 - Delivery Compliance

Purpose: To ensure customer time delivery and to - where the number of delayed orders is the sum of
strengthen compliance with delivery times result between the orders exceed production plan delivery for group
the groups.

- the number of orders is the sum of production orders

delivered on time
Definition

) ) number of delayed orders x 100
Delivery Time =

The graph below shows how the delivery observance has

compliance number of orders In tota evolved in the machine shop in 2010.
A negotiation has established that the starting point
(standard benefit) for income creation is
6.0 per cent., And the depanment's goals for delivery compliance is
3.0 per cent. This would be reached before the end of 2011.
Dimenslons and standard output IS transfemed to the table on page
50th
Pet 2010 2011
6.5
6.0
'0
0‘.’ —
55 *s, fsrmar fo10
- L]
".‘ IEEEEEEI
*e Goal 2011 Delivery
5.0 Te .
4
*
0’.
45 M
...
.0
4.0 3
0’.
.I
3.5
3.0
Q. Q2. Q3. Q4. Qrl. Q2. Q3. Q4.
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Payment basis and weighting

The maximum achievable performance-fixed for example Max. score 1000 points
to 20.00 kr./hour by 100 per cent. goal achievement, Kr. per. point 20,00/ 1000 = 0,02 kr.
providing a factor of 2 points ear, as per the following table.
The following table's emphasis on performance factors and
payment factor is transferred to the table on page 50th
The relative importance of each factor is conferred, are

listed under "weighting”.

Factor no. Text weighting Max. kr./t
Productivity 50 per cent 10.00
2 material Waste 15 per cent 3.00
3 Quality 15 per cent 3.00
4 delivery Compliance 20 per cent 4.00
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With, for example, a period of results as noted marked

yellow, yields the following performance-calculation:

Productivity:
80.5 per cent. 3 corresponds to the common scale and a

welght of 50 per cent. glves 150 points

Waste:
8.2 per cent. 6 comesponds to the common scale and a3

welgnt of 15 per cent. gives 0 points

Schedule for the calculation of points and performance pay

Quality:

6.0 per cent. 5 comesponds to the common scale and a

welght of 15 per cent. glves 75

Delivery time:

4.8 per cent. 4 comesponds to the common scale and a

welgnt of 20 per cent. gives 80 points

Profit for the period for a total of 395 points & 2 pennies = kr. 7.90

per. worked.

points

Productivity percentage. Waste percentage. Quality percentage. Delivery Time percentage. Point
89.0 7.0 5.0 3.0 Goal 10
88.0 7.3 5.2 3.3 9
87.0 7.6 54 3.6 8
86.0 79 56 3.9 7
85.0 8.2 58 4.2 [
835 85 6.0 4.5 5
82.0 88 6.2 4.8 4
80.5 9.1 4 5.1 3
79.0 94 6.6 5.4 2
775 97 6.8 5.7 1
76.0 0.0 70 6.0 Basis 0
75.0 0.3 72 6.3 |
74.0 0.6 74 6.6 2
73.0 0.9 76 6.9 3
72.0 1.2 7. 7.2 4
71.0 1.5 8.0 7.5 5

3 6 5 4 score
50 5 5 20 weighting
150 a0 75 a0 Point x weight

Met income (credits) 385
Payment Factor (kr. Per. Polnts) 0.02
Net RER (kr.) 7.90
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example C

Performance pay scheme based on productivity
and profitability for the whole company

principles Re 1. productivity 1
Performance pay of each employee depends on: For each department providing various criteria related to
productivity:

= all departments achieved per. month

The production department:

plE - units produced

= the company's economic profit per. month - quality

- waste

. - delivery time
Course of action

1 Each depariment sets goals for production
- - L . Sales Department:
tivitetsudviklingen which improves business

economics 2 The individual fund share i Actual Sales / budgeted sales

- actual selling price / sales price calculated
of the results is weighted in relation o each - actual costs / budgeted costs
other
3 are the company profit is calculated in

relative to the desired profits 4 Performance Sl

pay for each employee - delivery of monthly reports

calculated .
= average credit

= actual costs / budgeted costs

Product development:

= obtained margin / budgeted margin

- new patents / expected number of patents

= actual costs / budgeted costs

1 For each department establishes a scheme for calculating
of points - as in Example A.

- projects on time / completed projects
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1. Overall productivity performance for the entire company

Department Weight percent. Result: Point (w x result)
Production 40 800 240
sales 20 650 130
Economy [ loss 10 500 50
Product development 30 400 120
Total 540

2. Economic result

Surplus 1.8 mill. kr.
Required profit before payment of performance pay 1.4 mill. kr.
Basis for RBR 400,000 kr.
Maximum profit share 1o the employses: 35 per cent. 140,000 kr.

3. Performance-per. employee

540-300 (norm)

Performance-total: 140,000 kr. X = 48,000

700 (possibly profit)

48,000

Performance-per. employee: = 1500 kr.

32 people

1300 points are standard. The maximum achieved 1000 points
per. department, ie that the profit potential is 700 points.
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example D

Profit Sharing Scheme

Example of the local agreement

This scheme is an offer for the company’s employees and For the following employee groups, the following applies:
is given by the Company independently of labor

agreements. The scheme is in principle approved by the - Young workers under 18 regardless of function and / or

General Assembly, which has left it to the Board of employment status will be 30 per cent. the full bonus

Directors and to set guidelines for the initiation, cessation,

content and interpretation.
= Employees employed part - calculated over the entire

financial year receive a bonus in relation to the earned

hours
§1
The purpose of the profit sharing scheme is to motivate - Employees employed with all or part public

employees to contribute to the company's continued subsidies or engaged in any form of rehabilitation

operation through enhanced cooperation and efficiency. gets bonus for the company's labor costs measured

throughout the year

§2 - Employees who resign during the financial year
In excess, defined below, paid part of that to the are eligible for bonus prorated for the financial year

employees by the given below guidelines.

§4
5E Payment takes place directly after the Annual General
BONUS / profit-sharing scheme covers all employees, Mesting.
who have six months of service in the company. Full
bonus is reached after 18 months of employment. §5

The basis for calculating the bonus is the company's audited
financial statements, prepared in accordance with the Annual

Accounts Act.
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§ 6 Bonus appears as foliows:

= Boous amount 102 w0t X percent. ot the vear,
calculates s foliows
-Eamings before Misrest anc e and before

francizl dispotionsr

-Reduced witha 16tum on eguity

- As well 3s adjusted Tor extracedinary items

- RefRam on equity stood yy pes cent. and
cakulated on eguity, beginning of year

- Adusiment for exiracddinary Bems decided by
the Board

Bonus distibuted then prorated 0 2ach bonus sigbie
empioyes:

§7

Interpretation of the boaus scheme made &y the board and
managemen.

§8
The scheme'is one year and can be canceled with two
moaths netioe 1o the end of 2 month prior 10 the siari of the

year.

§¢
The Company underiakes quarterly informing employees

with 2 view towhether earnings are expecied [0 resultin

tiggesing the bonus.

Nyby. xox. month 201Y For the

113



FRY3ANEme

D LEEIFINE Y
ASSOCIAGAO NACIONAL DAS EMPRESAS
METALURGICAS E ELECTROMECANICAS

Vasconcellos e Sa Associates, S.A.

example E

example 1

large and small companies.

cost reduction

These simple models can be used in all industries, both

Business need here is to get the cost reduced. The

company and its employees share the prize equally.

Reducing costs

Sales 240,000 kr.
estimated costs 85,000 kr.
current cost 70,000 kr.
bonus Pool 15,000 kr.

(85.000 to 70,000)

The company's snare of 50 per cent.

7.500 kr.

The employees’ share of 50 per cent.

7,500 kr.

example 2

Reduction of costs for electricity, water and heating

(Kr). Budget realized savings

El 5000000 4800000 200,000
water 1000000 950000 50,000
Heat 750000 775000 25,000
Total 6750000 6525000 225000
The company's share of 65 per cent. 146250
The employees share of 35 per cent. 78750
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example F

Improvement in productivity, quality and

customer service

The company in question have difficulty coping with price
competition. The company needs to improve productivity,
quality and customer service (delivery). The group

measured in terms of the following metrics:

- Production
- Quality

- Delivery of measurement criteria - minimum, standard and
maximum - are shown in the table below.

As stated, the goal is that the cost per. unit reduced and

that both quality and delivery compliance improved.

- Achieving the targets of minimum levels of all three

criteria triggers a bonus of 1 per cent. of salary.

= Achieving the goals of the standard level for all three

criteria triggers a bonus of 2.5 per cent. of salary.

Performance-related scheme:

cost
per. unit
i i i i
| \ I 110.0
! : + Delivery ;
| | | |
I LS?" !
0 : — | 95
I 1 1 1
P N
| : : quality 1 9.0
| | | |
@u;ﬂity. Dl:ll\rl:l_',': : :
i i i i
n 1 1 1 1
Yo T |8'5
I

» Minimum Nbrm maximum 80 100

- Achieving the goals of maximum levels for all three
criteria triggers a bonus of 5 per cent. of salary.

- Achieving cost / unit of minimum quality standards and
delivery compliance to the maximum, triggering a
bonus of 2.84 per cent. of salary (0.34 pct. +

0.83 per cent. + 1.67 per cent)

Minimum norm Maximum
measurement criteria Performance Bonus Performance Bonus Performance Bonus
Cost per. unit 10.25 k. 0.34 per cent 9,80 kr. 0.83 per cent. 9.20 kr. 1.66 per cent
OUG”IY 79 per cent 0.33 per cent. 85 percent.  0.83 percent 95 percent.  1.67 percent.
De Very Compli:{nce 90 per cent 0.33 per cent. 94 percent.  0.84 percent 97 percent.  1.67 percent.
bonus 1.00 per cent. 2.50 per cent. E.00 per cent.
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example G

Attainment

The principle of goal achievement is that: If the group meets In the following table are shown, the objectives to be
its targets, they get paid more. All calculations are done in reached before paying performance-related, and how much
advance and built into the system. is RBR.

Results salary is paid by approved accounts for the
Attainment allows direct integrating salaries with business

ear.

plans. Targets already exist in the business plans, the ’

target achievement through form the basis of a variable

reward.
Business goals Performance-per. employee
Customer complaints under 1 per cent 1,200 kr.
200 new customers this year 800 kr.
Market share of 65 per cent 500 kr.
absence of less than 2.5 per cent. per. montn 500 kr.
Productivity - 50 units per. hour (only hourly workers) 5 kr. Per. hour
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example H

Performance pay for sellers

COPY A/ S sells forms and performs copy service for the The management team analyze the situation and make
professions (law firms, accountancy etc.). The company the following proposal for a new reward system for their
has multiple sellers and each has their sales area. In sales staff: 1 In the strategic sales plan establishes the

recent times the company's profits every year diminished.
The company also maintained its reward system. The future sales size, profit and other significant sales

,
reward depends on the seller's turnover, and of course targets. New business areas or new product also

selling the vendors products that most easily can sell. T
These products do not have the highest profit margin. The

other products, by contrast, a very high profit margin.
2 The minimum and maximum dimensions possible for

sales down

3 The fixed basic wage based indi-

elt at seller's market and seller's skills

4 Norm basis of sales determined on
based on studies and its ability to reward and cost of
sales. The minimum and the maximum of the reward
is determined based on the fotal minimum and
maximum profit, sales growth, new sales areas and

other objects 5 company prepares a sliding

scale of targets for individual reward, from lowest
estimated sales and targets for highest sales and

reward 6 reward system continuously evaluated and

communicated to the vendors
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Example: To achieve this will COPY A /'S to pay the personal

- individual salary, benefits and rewards that enables sellers
A. The expected maximum dimensions are 12 new
) can increase their total compensation package
customers and a profit of kr. 500,000 based on sales

significantly.
of kr. 5.000,000
B. Minimum Sales are six new customers and a profit
of kr. 200,000 Sales Target:
C. There are four vendors whose average fixed salary 1s kr. - More profitable orders
300,000 per. per person. year - Increased revenue from existing customers

D. At a profit of kr. 500,000 before bonus will COPY A/ S
pay kr. 120,000 in reward. There will not be paid a =N BUSIOmerS,

bonus if the minimum targets are not met. Achieved - Increased market share

the minimum targets will be paid a bonus tofaling kr. _ Increased coverage

30,000 E Sales groups' annual targets are:

Sellers' pay package is built around:

--HEeal wages
- Bonus
Surplus Group Bonus
- Employee benefits
100000 0 - Special rewards
200,000 30,000
300000 50.000 The fixed individual wages are intended to ensure a steady
400000 50,000 income and to reflect sellers’ individual experiences and
competencies within their sales territory.
500000 120000

Sellers' performance will be assessed annually based on:
Wage policy for sellers

COPY A/ S 'philosophy is to provide sellers with a total Sl LR
compensation package that is amaong the best on the - Cusiomer Service
market. The company believes that the desire to be the - Problem solving

leader in this industry is best achieved through highly
- 5 - Communication
motivated and trained sales staff.

- Cooperation

Wage increases will be determined on the basis of

performance and current wage levels.
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example |

general section

This is an example of a payroll agreement between a
company and its employees. Pay system is described in
detail below. The company pays employees

= Base Salary, negotiated individually

= RBR caliculated department by department
from negoftiated criteria as described in

Annex 1l

= Performance-related individual, from negotiated criteria

as described in Annex 2

The purpose of this performance pay agreement is o follow the
company’s mission and vision. There is therefore established the

Toliowing measurable factors:

|. Productivity. Goals are increased productivity and

utilization of resourserne

2. Quality. Goais are to remain high and

improved quality
3. Cooperation. Goals are good cooperation

4. Costs. Goals are more focused on cost / cost
reduction

§. Customer Satisfaction. Goals are a better customer service

and satisfaction as well as focus on additional sales

Performance-service personnel

Employees are hired to perform a service technician work
and work based from home.

= Working hours starting 30 minutes after driving
from home: or if arrival is earlier, at the start time of

a customer.

= Working ends at the completion of the work

at customer.

The employee is equipped with

= Service car equipped with appraopriate tools

and spare paits
- PDA and cell phone

= Relevant technical aids

Employees are hired by the Industrial Agreement.
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Annex 1

Salary-service personnel - department by department

Performance-section wise calculation. Performance pay is calculated per. quarter. Performance
pay is negotiated to max. 18, -kr / hr
For employees in Section A the following is agreed RBER scheme based on the following

factors:

1. Attendance

2. The profitability in terms of the department's margin Il

3. Upsell

These factors are weighted as follows: Re first

40% max. 7.20 kr
At a second 30% max. 5.40 kr
At athirg 30% max. 5.40 kr

Re 1. Attendance Percentage calculated according to the following schedule:

Aftendance Percentage (percent ) 96 a7 a8 99 100
RBR (pct.) 25 50 75 85 100

Ad 2. Performance pay is calculated according to the following schedule:

Gross margin (per cent.) 105 110 115 120 125

RBR (pct.) 50 75 a5 100

P
w

Re 3. Performance pay for additional sales calculated according to the following schedule:

Anoitional sales (1,000 kr.) 200 201400 401600 601800 = 800
RBR (pct.) 25 50 75 85 100

Caleulation example: Ad first

Meassured to be 96.5 per cent. == 7.20kr. X =025 1,80 kr.
At a second calculated for 111 per cent. == 5.40 kr. X =0.50 2.70 kr.
Ata third calculateg for 350,000 kr == 540 kr. X =050 2.70 kr.
A total of RER for the group (1.80 + 2,70 + 2,70) kr. = 7.20 kr./hour
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Appendix 2

Salary-service personnel - individually

Performance pay is negotiated for max. 30, =kr / hr
RBER individual part. Performance pay is calculated per. quarter.

The purpose of this performance pay agreement is 1o follow the company’s mission and vision.

There Is therefore established the following measurable factors:

First increased productivity and utilization of resourseme
2nd  continued high and improved quality

3. Good cooperation

4. costs

5. customer and service awareness

These factors are weighted as follows: Re first

30% max. 9, -kr
At a second 20% max. 8, -kr
At a thirg 20% max. &, -kr
At & fourtn 20% max. 8, -kr
At afiftn 10% max. 3, -kr

Employees are hired to perform service work and start working from home. The employee is equipped with

= Service car, equipped with appropriate tools and spare parts
- PDA and cell phone

- required education

Re 1. The preductivity is measured according to the following formula:

MNumber of service fasks measured In standard fime / elapsed time
- Where the work is the number of completed tasks in the pay period
- Where standard times for each task is known and is shown in Annex X

- Where the elapsed time is the total hours worked, paid wages for

norm Elapsed time Productivity 100 par cant. 105 par cent. 110 per cant. 115 par cent. 120 par cant. 125 per cant.

0 kr. 2.00 kr. 4.00 kr. 6,00 kr. 8,00 kr. 9,00 kr.

¥ :] Productivity = ({standard time - time consumed) * 100 / standard time) in%
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Ad 2. The quality is measured in the number of complaints in the period

= No complaints equals 100% bonus B, -kr
- One and two complaints gives 50% bonus 3, -kr
= Three and more complaints give no bonus 0, -kr

Re 3. The cooperation is measured by, how many offers of assistance and / or contacts for help to colleagues that are given

in the period. There must be a bulletproof method for recording assistancerne.

The goal is that the installer instead of driving home after last scheduled task, and if there is unutilized working back,
offering support to a colleague or to the company's employee that manages employee scheduling, or solves a problem

that the installer itself has sold . Performance pay is calculated from the following:

- 1-3 assists gives 25% of max 1.50 kr
- 4-10 assists gives 50% of max 3.00 kr
= 11-16 assists gives 75% of max 4.50 kr
= 17-= assistances provides 100% of max 6.00 kr

Ad 4. Performance pay for costs measured fuel consumption per. km, vik.omk. by replacement investment,

damage to the car. mobiltelefonomk.

Table for the calculation of cost for the employee

10-12 km /| 12-14 km /1 14-16 km /| >16 km/|
fuel consumption
25 per cent 50 per cent. 75 per cent. 100 per cent
<2.000 pa DKK 2-3000 pa DKK 3-4000 pa DKK >4,000 pa DKK
utility costs
100 per cent. 75 per cent. 50 per cent. 25 per cent.
0 years 1 year 2 years =Rars
number of injuries
100 per cent. 66 per cent. 33 per cent. 0 per cent.
0-2000 pa DKK 2-3000 pa DKK 3-4000 pa DKK > 4,000 pa DKK
Mobiltif.omkostninger
100 per cent. 66 per cent. 33 per cent. 0 per cent.
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Ad 5. Customer service and satisfaction is based on customer feedback.

Performance pay is calculated based on the following:

- 100% - 95% satisfaction gives 100% bonus 300 kr
- 94.99% - 90% satisfaction gives 50% bonus 1.50 kr
- D10 B9.99%% satisfaction gives 0% bonus 0, -kr

Specific example of the calculation of performance-:

Performance pay has previously written, negotiated to max. 30, -kr / hr

It will mean that the technician Niels Nielsen RBR will be as follows: Ad first

Vasconcellos e Sa Associates, S.A.

Measured at 117% = 6.00 kr
Atasecond  no complaints => 6,00kr
At a thirg 8 assistances == 3.00 kr
Al afourth cost:

Total RER for fitter Niels Nielsen (6.00 + 6.00 +
3.00 +2.23 + 1.50) kr

Fuel tool Consumption injuries Mobiltlf.
15 km/ 2500 pa DKK | hurt 2000 pa DKK
Profit factor Profit factor Profit factor Profit factor
0.75 0.75 0.66 1
RBR = 6.00 kr x (0,75x0,75x0,66x1) = 2.23 kr
At anmn Satisfaction rate measured at 94% = 1.50 kr

18.73 kr / hour
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3. O caso dinamarqués: componentes da

remuneracao

Resumo

No caso dinamarqués a remuneragao é composta por quatro partes:
- Basic wage;

- Merit pay;

- Payment by results; e

- Job based pay;

Tal como descrito no documento a seguir.
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Foreword

This folder is 2 brief introduction to warking with
the payroll in companies in the industrial sector.

The development of the principles for
remuneration is a major and important task in
cooperation between employers and employees
and the basis is in the industrial sector’s collective
agraements.

PlusLgn is the name of the framework that is
developed by the Confederation of Danish Industry
and the Central Organization of Industrial
Employees in Denmark. The two organizations have
several years of experience with the development
of the principles for the determination of wage
rates in a vast number of companies - large as well
as small,

Draw on our experience and get good advice to
work systematically with the payroll or take a look
at the company’s current principles for
remuneration so you are sure that the wage is both
fair and motivating.

The labour market is developing rapidly and it
places new demands on remuneration and
flexibility.

When seen in the light of general market conditions
and the desire to increase productivity, companies
may have different needs to acknowledge and reward
the employees’ performance.

In‘this booklet, you will have an overview of the many
options that exist to tailor the remuneration
according to your needs.

Read in brief about the principles on the next couple
of pages and read on in the in-depth folders {merit
pay, payment by results, Wage Thermometer, etc.) o
draw on our wage system consultants for a chat

about how you can get started.

May 2018

ST Ay J
Claus Jensen Karsten Dybvad
Chairman CEO

Central Confederation of Danish
Organization of Industry

Industrial
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Remuneration is a strong tool to create
productivity and esprit-de-corps

People would like to provide a good and thorough
performance, but they would also like to be
rewarded and acknowledg_ed for it.

Remuneration is a strong tool to motivate the
majority of employees. Some also weight other
factors in daily life (security, well-being,
challenges, etc.). But a well-functioning, fair and
medern wage system can motivate zll employees
in a company - and can also create esprit-de-corps
through shared results,

A good wage system will also develop the
employees and increase productivity, improve
cooperation and create dynamic in the company.

In other words: It is worth your while to have
remuneration under control.

With the term “wage system” we do not mean an
administrative IT system, but the frameworks and
principles behind the company’s determination of
wage rates,
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- PlusLon

Plustgn could be the framework for the
entire company’s wage system in companies
in the industrial sector.

PlusLgn is a flexible tool that can be adapted
to the individual company and can be used

If employees are to be rewarded and
acknowledged for having special
qualifications, taking extra education or
delivering special results - all this can be
taken into account in the setup of the wage
system, all depending on the company’s
needs.

You complete the framework yourself when
you develop the wage system. You adjust it
when it needs adjusting and you take its
temperature every year so the company
always has a fair, current and motivating
wage system.

for both hourly-paid and salaried employees.

Become wiser about PlusLgn on the next pages
where you can see how the system can be
tailored to all types of companies.

There are many options to combine the
remuneration and weight the various elements
according to the company’s needs,

The basic wage will always be a part of the
wage system as a kind of foundation that can
stand alone or be combined with the other
wage types (either merit pay, pay by results or
job-based pay)

You can also easily imagine a company where
all the wage elements are in play together with
the basic wage.
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ELEMENTS IN PLUSL@ON

K K

MERIT PAY: Merit payisapay | PAYMENT BY RESULTS: JOB-BASED PAY: lob-based
suppiement for qualifications | Payment by results can either | pay is a pay suppiement in
relevant to a job, profession or | be individual, group-based or | order to perform a special

person. Meritpayisa a combinatian of both. function or task, possibly for
personal pay supplementand | Payment by results is a temporary period.

follows the individual variable, which depends on

employee. the results achieved.

n " BASIC WAGE: Basic wage is remuneration for fundamental job and qualification
requirements. The basic wage can be the same for all employees, or it can vary
between broad groups.

TOOLS IN PLUSL@N

WAGE WHEEL: In the course
WAGE THERMOMETER: of the year, the company
Every year the company goes through a number of
should take the temperature | activities, plans and

of its wage system in orderto | processes that keep the wage
assess whether it functions as | system and relevant
intended. interested parties updated.
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Bas1c wage

Basic wage is the foundation in the wage everyone in a specific employee group or the
system, It is remuneration for fundamental job  same for all employees throughout the
and qualification requirements for a further  company,

defined field.

The same basic wage is 3 good beginning to
Many companies use a shared basic ensure a superstructure with a wage
salary/basic wage, distribution that matches the company’s

production and combination of employees.

Depending on the size and complexity of the
company, the basic wage can bethe same for ~ Moreover, it is an expression of equal

everyone in an area, the same for treatment,
MERIT PAY PAYBYRESULTS | JOB-BASED PAY
II—_,? - ]’ '-» J_l-]
a7 9 s )
RN 3
‘.," / RLEN [

\ \ \
3 A |
[ LA \

- BASIC WAGE: Basxc wage is remuneration for ﬁmdamental job and
quahﬁcauon mmrermts The basic wagemn be the: same for all
employees, or ncan vary between broad groups..
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All employees are treated the same without
concern of gender, education or professional
status. This helps to strengthen team work
and flexibility.

It also becomes easier to develop clear wage
structures and determine the job and
profession-related factors that are added to
the basic wage.

If you choose the same basic wage for
everyone in the company or in a single field,
a number of advantages follow - also purely
in terms of administration,
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- o, Merit pay

Merit pay is 3 pay supplement that is added
to the basic wage where the employee is
assessed and rewarded for having or
acquiring special qualifications,

The purpose of merit pay is to attract, retain
and develop good employees, By drawing
attention to the qualifications the company
needs, you can encourage current and future
employees to improve their qualifications and
thus improve the company’s conditions to
reach its targets.

Each employee will be assessed based on a
number of qualifications that are in demand
in the company.

The gualifications are categorised into a
number of factors or
characteristics/attributes that are important
to be able to master the job (e.g, a special
education, flexibility or ability to cooperate).

The factors can be categorised into three

types:

* Relevant to the job: Working knowledge,
Complexity, Flexibility

* Relevant to profession: Theoretical and
practical education, Relevant continuing
education, Experience and Training
Relevant to person: Ability to cooperate,
Initiative, Self-dependence

The company then works out the various job
types into a number of levels according to
degree of difficulty.

it may be 3 good idea to gather the job-related
and profession-related qualifications into one
single overview schema, which hangsin a
visible place in the company.

The process then begins in all earnest in the
company because now the supervisors must
be trained so they can conduct the individual
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interviews and assess each employee's Disadvantages of merit pay:
qualifications in relation to the gualifications

ikt 1 thesoherma. * It can be time-demanding to have to set

aside time for many interviews.

It must be very clear to all employees which = * I some companies, there may be

qualifications are required to achieve a resistance to change o resistance
higher assessment. towards what has been changed wage
distribution.
Advantages of merit pay:
+  Each employee is remunerated For further information, see the booklet:
according to their own qualifications Merit pay - competencies and conduct,

*  Everyone can improve their assessment

*  The system is open for dialogue with
every single employee

* Afair wage distribution

MERIT PASI; PAY BY RESULTS JOB-BASED PAY
Melicpay ia pay
supplement for o
gualfiications refevant toi - [ XE ¢
sibpoiesmer | Lo T
| W Davisa e (418

L oA

Fd 4
,u'J{% 'LE:, BASIC WAGE
Aty

133



FYEME

S MADMTBNIR 1
LR LBEIYIEN
ASSOCIAGAO NACIONAL DAS EMPRESAS
METALURGICAS E ELECTROMECANICAS

Vasconcellos e Sa Associates, S.A.

{
| =
~

-

{

v.\‘
J i
Ll

|
. |
|
[ ~
-
r A
[ el
| R 3
\ k>
| (
-t

'

Pay by results is a management tool for
management and a strong means of
communication between managers and
employees, It motivates both parties to
create better results and greater value for the
company as it is extra profit that is paid out,

Pay by results is thus payment for a better
performance and varies with the achieved,
predetermined results, e.g. a business goal or
results/production data from a
previous/special period.

The company can calculate the pay by results
based on:

* Quality goals
* Financial goals

* Quantity goals

To pay wages according to the results can
create correlation between the company's

<. Pay by results

selected business goals and thus improved
management and development of the company
in line with the results being achieved.

For the employees, pay by results entails
greater job satisfaction by way of, e.g. better
cooperation to realise the specific goals. Finally,
pay by results typically leads to more in
remuneration.

Strengthen cooperation and performance with
shared remuneration

In many companies, it makes good sense to
introduce an individual or collective pay by
results.

This may be in companies where new
procedures, processes and products are
developed or companies that quite specifically
want to increase progductivity and improve the
bottom line. If a group of employees cooperate
as opposed to each one performing an isolated
task, the value increment will also be improved.
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Advantages of pay by results: Disadvantages of pay by results:
* Employees and management feel solidarity * Requires ongoing adjustment of the
and ownership of the creation of the agreement
results * Clear agreements on when and how
*  Minimises waste you regulate
* Strengthens esprit-de-corps
« Betterresults For further information, see the booklet:
= Can beintroduced quickly and is self- Payy tesiitts - rewarding and
; acknowledgement.
financing
MERIT PAY PAYBY R'ESULTS:‘ JOB-BASED PAY
Payby resits can
— | eowbmsioa |
¢ ¢ | combinatonofbotn. | |G
U | Paybyresdisis T &
s variable, which f
depends on the results
el
rad 7 BASICWAGE
Ly Ty
5,
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Job-based pay is a supplement in order to perform
a special function or temporary task. Job-based
pay is only linked to the task and is thus not a
personal pay supplement.

The labour markeat is constantly developing: this
could be in the form of more flexible waorking
hours and shorter pericds of employment, but it
could also be product development, process
optimisation, new systems and more demands for
documentation.

The frequent changes on the labour market place
greater demands on both companies and
employees and this is whera job-based pay comes
into play as a flexible remuneration element.

The companies must be good at utifising the
existing rasources and compensate for those
competencies that are in demand when
introducing new routines. Even though they are
not of 3 general nature and can be rewarded in
merit pay.

“577 JOB-BASED PAY

Some functions require 3 little more and, therefore,
it can be a good idea to pay the employees who can,
and will, take on the execution of more demanding
tasks - possibly for a period.

If this is about a temporary task, it is not expadient
to activate a permanent pay supplement.

Since the job-based pay follows the task and is anly
paid as long as the employee performs the task, it
also discontinues when the task is completed or
does not need to be performed anymore.

Thus, job-based pay ensures better consistency
between requirements for the execution of the task
and the individual employee’s supplement payment.
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Advantages of job-based pay: Disadvantages of job-based pay:
* Itattracts employees for specific * Job-based pay is more demanding in
functions/tasks terms of administration
» (Creates visibie evidence that management * There may be 3 lack of wmmgness to
has focus on a specific field take on tasks without special function
* The company has exclusively the wage allowance,
expense while the relevant task is executed
* The company pays for special personal or
professional requirements to the employee For further information about job-based
* It has an effect from the moment it is pay iee, mbparlzic:lar, the chapterin the
introduced. Tt Ry HOOREL,
MERIT PAY PAY BY RESULTS JOB-BASED PAY:
Job-based payisa
pay supplementin
foad order to perform a
Ly spedial function or
W % temporary period.
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Wage Thermometer:
Take the temperature of the
wage system every year

A wage system is not static by nature, buthasto = The measurements indicate which areas are of the

be maintained and adapted so it reflects the greatest importance to the employees’ satisfaction
company’s current situation. and motivation, e.g.:
A company should carry out @ measuring or 2 * Information concerning important decisions
survey every year so employer and employees can related to the daily operations
indicate whether the wage system functions as *  Possibility to develop
intended. The Wage Thermometer from the * The quality of the planning of the daily
Confederation of Danish Industry and the Central operation
Orgariization of Industrial Employees can assist, * Cooperation with mid-level management

+  Acceptance of wage distribution
The Wage Thermometer is developed in * Faithin the qualification assessment

cooperation with more than 50 companies where - = Faith in the Wage System Committee
almast 2,000 managers and employees have

contributed with input and facts so other Use the Wage Thermometer ta become wiser about
companies have something with which to the level of satisfaction or whether you should
compare, adjust the wage system.

To be able to compare with other companiss, it is
necassary to enter your own data.
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if this concerns minor adjustments, the
company can take action immediately and
thus ensure that the employees feel heard
and fairly treated,

Read more in the folder: Wage
Thermometer
- maintain your wage system.
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& Wage Wheel:
o} Keep control of the process

»

In the course of the year, the company goes  The Wage Wheel does not automatically
through a number of activities, plans and follow the calendar year, but may vary from
processes that keep the wage system company to company.

updated. This is done via the Wage Wheel.

See the four phases - or partial tasks - here;
A lot can change in the course of a year - on
the market and in the labour market and in

Feedback and prioritising
the company itself. New products, new

competitors, new colleagues, new leaders, * The annual qualifications interview with
new education programmes. every single employee

* Registration of results and assessment of
Ensuring that the wage system is kept all employees

updated is:an-ongoelng process: + Training of new and experienced mid-level

Thus, the Wage Wheel ensures that you have arEgery Srthusstic enployees

control of the wage system - and that you * Possibly add new members to the Wage
regularly adjust according to the new System Committee
conditions.

Wage negotiation and individual wages
Management, employees and wage system
cornmittee, which pay an active role here
when they are to review a number of set
routines and processes,

* Thisis where you conduct local wage
negotiations in the company and write
down your agreements

* Inform employees
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1. KVARTAL
Feedback and
prioritising for the
Wage Committee

3rd QUARTER 2, QUARTER
Measuring of Wage
employes negotiations
commitment and individ

wages

R

Measuring of employee commitment Assessment of the company’s results

* Conduct mid-term interviews *  Assess changes in qualifications and update

+  Use the Wage Thermometer - measure the the overview of qualification factors
satisfaction with the wage system and gather

«  Get new input from management about

the results the market — helicopter perspactive
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How to go further

Wage systems are a cooperation task, whichmust ~ Examples of questions to employees:
be developed jointly between employer and

ety shop steliait nd Yo Save e *  |sthe wage determination easy to understand and

to get going with the process. fair?
* Is there cohesion between performance and wages?
Regardless of whether you want to establish an (For the individual/for groups)

entirely new wage systemor just wanttoupdate . (cthera good dialogue between management and
the current one, you can perform the prefiminary employees?

“diagnosis” yourself. .
* What do you think our wage system lacks?
Ask widely in the organisation - e.g. with three to

five questions to managers and employees; When you have conducted the survey, you should be

able to answer these three questions:
1. Why should the company have a new
Examples of questions to management: wage system? (purpose)

+ Doesour current wage System Support the . WhiCh Va]ue must the wage System ensure
right goals? the company? (Direction and framewaorks)

3. How should it be put into practice? (elements,

*  Which weaknesses/problems does our current
methods, year wheel, eic.)

system have?

*  What do you think our wage system lacks?

142



aneme

S MADMTBN IR 3 3
PR LREITIENN

ASSOCIAGAO NACIONAL DAS EMPRESAS
METALURGICAS E ELECTROMECANICAS

Vasconcellos e Sa Associates, S.A.

The formal decision must, at the outset, be made in
the company’s Lisison Committee. If you then decide
toinitiate the process, there is a task in informing the
entire organisation that the work with a new wage
system is in progress (e,g. that you form a Wage
System Committee, that the work will proceed over xx
months and that everyone will be informed along the
way).

Assistance for the process

if you get stuck or have difficulty answering the three
questions, then please draw on the Confederation of
Danish Industry and the Central rganization of
Industria! Employees in Denmark to move oninthe
process.

We have comprehensive knowledge of wage systems
in many types of companies and we have both
advised with the establishment of entirely new wage
systems and when it comes to updating an existing
system.

We can also give you a sense of how much time and
which resources you should set aside for the task,

How long does it take to introduce a new wage
system?

Generally, it is slightly faster to introduce pay by
results. It can basically be done right away provided
you can agree on the criteria.

Merit pay is the long tough haul where we

often see greater complexity in the tasks. There

may be several levels in each job and often
several employees. Sa it is a more time-
demanding process for the company. buta
useful investment as the wage system can
subsequently be adjusted year after year.

WHAT DO OTHER COMPANIES DO?

Itis difficult to say anything precise about
which wage system would suit which type
of company.

Generally, it applies that the slightly larger
companies with many job functions
typically choose merit pay, as the system
takes into consideration the diversity in the
organisation.

Small companies choose pay by results more
frequently.

When the market conditions are good, many
companies prefer merit pay.
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4. Implementando o modelo dinamarqués
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+Plusion

related pay

Salary broken down by skills and behavior
- for workers and employees

Dansk Industri
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Related pay attracts, retains
and develops the skilled
workers

Working with pay is a large and important task of cooperation between
employers and employees, and it obviously takes based on industry
agreements.

PlusLen is a flexible tool to be adapted to each company, whether it is increased productivity,
attracting new employees or increased well-being, which is the goal.

Related pay is popular

This booklet is first and foremost about related pay.

Related pay is often preferred in industrial companies because it
- as the name suggests - is able to attract, retain and develop the good and well-gualified employees.
Moreover, it is possible to embrace both workers and employees within the same frame.

When a company continuously evaluate employees' skills, it becomes clear what value they add and
what pay, it can trigger if you have Community terspurgte qualifications, taking extra training or
providing special performance.

Related pay is often chosen by the boom in society when the demand for labor increases.
In this folder you will also find a chapter on Function-that is pay a "temparary task / function”.

Dl and CO-industry has years of experience developing related pay in many companies - large and
small. So pull on our experiences and tips during the entire process of developing wage in the
company.

v,
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Dansk Industri
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Highly qualified
employees are crucial for the
company's competitiveness

To attract, retain and develop employees with the right qualifications and
talents is a major challenge for most businesses. Related pay can help
solve the problem.

Wage policy and wage determination to promote the goals and sub support the strategies the
company is to survive and develop. Wage setting can be seen as one of its major competitive
parameters. It can be both productivity and improve well-being.

Therefore, determining the salary one of the most important tasks, and each company must develop pay

for their own needs, guidelines and principles.

When determining pay is effective and efficient, the employees’ efforts often signal the desired relative
to wages, and each party is thus a fair return on their "investment". Employers expect commitment
from the employees and support for business goals. Conversely expects its employees adequate
remuneration for the effort.

Often the employees are the main reason for the company to maintain its competitiveness. Salaries
should be seen as an investment that must be nurtured and be adapted as everything else in the
company. And wage policy, which in practice will be deployed in the pay system, together with the
personnel policy and training, some of the main compeonents to promote the company's goals.

nistrativt IT system, but the framework and the principles behind

With tthe cvopd "wa gagpaiemimiaatiean not an adminis-
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The agreement forms the basis for
the company's wage determination

A well functioning, fair and motivating remuneration system can contribute to productivity
increases. It can create a direction and motivate em- converters to pursue the company's

goals.

The overall framework is set by collective agreements, but wage negotiations and furnishing of the
payroll system occurs at the individual company as an obvious collaborative task between managers
and employees.

In this booklet we cover both the Industrial Agreement and industry The function 'agreement.

As wages are a local matter between management and employees. There are three main
purposes for corporate wage determination:

To increase employee motivation and commitment and rewards
To help improve business performance

To create better jobs, including to attract and retain qualified employees

The agreements envisages that all company employees are paid according to the same principles -
both in production and administration - both hourly workers and salaried employees.

A local agreement clarifies the guidelines of each company

Work on developing the payroll system should also result in a local agreement be- tween the company
and employees.

It may be a more accurate description of the guidelines, principles and other agreements underlying
wage determination at the company, and which both parties who agree to abide by.

[=1]
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A local agreement should include:
*  The purpose of the payroll system
+  system construction
+  Factors criteria ratings
Wheo covers the payroll system
+  The wage adjustment
Any payroll committee's responsibilities and tasks
«  Lenhiul / year plan

*  Agreement enters into force and termination
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PlusLen - Why work
systematically with pay?

PlusLen can be the setting for the entire industry the company payroll.

PlusL&n is a systematic and flexible tool to be tailored to the individual business - both workers

and employees.

About employees must be rewarded and recognized for having special qualifications when they take
additional training or providing special performance - all this can be taken into account in the design of
salary depending on business needs.

In fills even the chassis so that you achieve a transparent and well-functioning administrative system for
the company's payroll. In adjusting it when it needs adjustments along the way.

COMPONENTS OF PLUSL@N
related pay: PERFORMANCE-: function-:
Related pay Is a surcharge for Jobs, RBR can be either individual, Function-is supplementary to perform
professional or person relevant group-based, or 2 combination of a particular function or task, possibly
qualincations. Related pay Is a personal both. Resultatlsnen iz vanable and for a temporary period.
allowance and follows the Indlvidual depends on the results obtained.
employes.
H : Basze Salary:
Basic pay is pay for basic job and gualification requirements. The basic wage can be the same
‘ for all employees, or it may vary between broad groups.
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And | take the temperature of the year, so the company at all times has a justly, contemporary and
motivating remuneration.

In this folder you can read how related pay can be established and tailor sewn to all companies and
its employees,

Pluslen - Briefly

Base Salary makes it possible to recruit employees without special experience. Untested workers to
enter and excel. Read more about little.

related pay assess and reward employees' personal skills and effort - we expand on it in this booklet.
RBR rewards for measurable results - read more in the leaflet "RBR - reward
and recognition.

function-based - payment to carry out a special temporary task
- read chapter back of this booklet.

In the TOOLS PLUSL@N

L@NTERMOMETER: L@NHJUL:

The company should annually take The company undergoes durnng the
the temperature of Its pay system to year a number of activitlies, plans and
determine whether It functions processes that Keep the payroll system
property. and relevant stakeholders to date.

(=]
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The foundation's Base Salary

In any payroll system there will always be a basic wage. Many companies use a common

base salary.

The base salary is compensation for the basic job and skill requirements within a defined region.

The basic wage can, depending on size and complexity, be the same for everyone in an area, the same for

everyone in a particular group of employees or the same for all employees throughout the company.

One's basic pay is a good start to ensure a superstructure with a lenspred- up to suit the company's
production and composition of employees.

Moreover, the expression of equal treatment. All employees are treated equally without regard to
gender, education or professional status. It helps to strengthen the unity and flexibility. Moreover, it is
easier to build clear salary structures and fix the job and theological factors that come on top of base
pay.

If you choose one's basic pay for all of the company or in a single area, medfe- teacher is also a number of

benefits in administrative terms.

Base Salary is the foundation of the payroll system and makes it possible to hire employees of all kinds.

In most companies can base salary does not stand alone. Read more about superstructure related
pay follows.
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How do you work with
related pay

Highly qualified staff is one of the reasons that the company can maintain its

competitiveness.

Related pay is a salary supplement levied on top of the base salary, each employee is assessed and
paid to have or acquire specific skills.

By making the skills the company needs, can encourage current and future employees to improve
their skills and thus increase the company's foundation for achieving its goals.
Each employee will be assessed against a range of skills that are sought-after by the company

and thereby create value.

The qualifications are divided by a number of factors that are important to master the job.

Subject-related FACTORS job-related FACTORS
Theoretical and practical training Working Knowladgs
Relevant continuing training to prepare for future Mability / flexibility
demands .

complexity

Experience and training

Technology / speclal requirements, for example. by

automation
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INDIVIDUAL RELEVANT FACTORS
Quality Initiative
Work Result / Performance Responsiiiity
Order and care efficiency
Waste and materials Job performance
Seniority Adaptability / Flexibility
Collaboration Planning
Creativity / & wealtn of loeas Customer satistaction / Dellvery Compliance
Understanding businszs Commitment
Ability to communicate / Languages

Pick up skills in a table

It may be a good idea to gather the subject-related and job-related skills in a very simple summary
table hangs a visible place in the company.

An overview can clarify the competences one department and not least, what is missing, so
employees can bid for and develop their qualifications.

STEP1 STEP 2 STEP 3 STEP 4

Subject-related FACTORS

job-related FACTORS

INDIVIDUAL RELEVANT FACTORS

(5= mors sxamples of thiz af the back of the booldst)

Then the process begins in earnest in the company, now being trained supervisors who can take
individual interviews, and assess each employee's qualifications in relation to the stated qualifications
in the table.

It should be perfectly clear to all employees what is expected to achieve a higher rating.
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Getting started: Remove self hole on the

important considerations

Pay systems is a collaborative task to be developed jointly between management,
employees and union representatives, and you have even the key to a getting started with

the process.

Whether you want to establish a new pay system or just want to update the current, so you can
even make the initial "diagnostic” through a survey:

Examples of questions to the management:

Supports our current pay the right targets?
What weaknesses / problems our present salary?

What do you miss that our payroll system can?

Examples of questions to employees:

Is wage formation easily understandable and fair?

Is there a link between performance and pay? (For the individual /
groups)

Are there good dialogue between management and employess?

What do you miss that our payroll system can?

When you've made the survey. you should be able to answer these three questions:

First Why should the company have the new pay system? (purpose)
2nd What value should pay system ensure the company? (Direction and hits)

Third How is it practiced? (Components, methods, annual cycle, etc.).

Formally take The Decision of the Cooperation (you have no cooperation committees, takes the
decision between managers and employees). When | saw you have decided to launch the process,
there is a duty to inform all the organization that now are working on a new pay system in time (eg. To |
establish a Salary Committee, the work will run over xx months and that all are informed along the
way).
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Help process

If you get stuck or have difficulty answering the three guestions, then drag like the DI and CO-industry
consuitant from start to finish through the whole process.

We have extensive knowledge of pay systems in many types of businesses and have both advised by
establishing new pay systems and updating of existing systems.

We can also give you an idea of the time and resources you should allocate to The task.
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Select and combine
elements of PlusLon

It is an important discussion to clarify which elements of pay to be in play in the company. Learn

more about how to make yourself the hest possible way.

You can basically pay them on three factors:

First The job - each employee is paid in proportion to the value of the job for the company.
2nd The person - each employee paid according to perfermance and competence etc.

Third results - the employee or group of employees are paid according to results obtained.

It is rarely appropriate to pay them on a single fact.

If one chooses for instance. to pay them on the job, so anyone with the same job has the same salary, then the only

real motivation to be better than their colleagues, so the chance to get a better paid job increases.

If there is little opportunity for such "promotion” so it creates no interest to be good or be better to carry
out his job.

Conversely, it is almost impossible to assess and thus remunerate a person without regard to the
completed job. Job severity and nature is essential for the value of the company. It takes into account
related pay.

By pay them on the job and the person ie input (2g. hour) to the company, obtains hardly an accurate
estimate of the value of the company.

By remunerate for output, ie for results, you get a much better offer on the employees’ real value
creation.

PlusLan allows you to pay them on all three conditions simultaneously, and it's example. possible by
combining related pay (job / person) and REBR (results).
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Businesses should therefore assess how reward elements may affect the customers, production
and collaboration, professional and personal development as well as the company's economy and
development.

The company will then rank the areas, a salary system must support.
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Salary structures are a signal
potential of the company

Background and objectives can vary from company to company, it must pay
concentrate on.

If the company wants to develop its payroll through a series of desired
qualifications then related pay the best way to recruit new employees, retain good employees and to
develop all employees personally as well as professionally.

If the company wants to influence productivity . the company's finances and development, then a
variable pay element ( and function-REBR) be suitable.

If the company has only a small spread in the severity of jobs and employees' skills, you can
choose a low related pay and a higher performance-related. If there is a need for an improved result,
employees can even help to influence the results.

Various conditions in a company may mean that there is a big difference in employees’ qualifications,
and where it is also very difficult for employees to influence the results, for example. productivity,
wastage, quality.

Here it will be more beneficial for both employees and the company to let RBR constitute a small

portion, while there is much emphasis on qualifications deletions.

If the company wants both a high wage in the fixed salary and a strong improvement in results . you
can choose a low base salary, and also use both high related pay and high performance-and still
operate within the same salary budget.

PS Performance pay should still be self-financing. This means that measurements from a given starting
point, and that only the improvements that are being rewarded.

18
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Jobs and employees

Take into account the types of jobs and the types of employees by the company and wish to
have.

For example:

A store employee working in a company where there are busy in some seasons than others. There
are salary composed of a performance during the busy periods and annual related pay

For an employee with specialized knowledge of specific processes / IT / new system working on
projects that will function-for a temporary job is a good idea. This type of empioyee is mainly
motivated by trying new things and would like to regulariy challenged.

For a salaried employee with specific skills in a language that the company needs, you can pay
an annual gualification allowances that the employee makes its skills available.

A production company wants to better profit optimize processes and introduce a collective RBR, which
improves the bottom line and create greater cooperation and job satisfaction throughout the
company.

A company has difficulty recruiting qualified personnel and therefore introduces related pay to
recruit, upskill and train the in demand labor and thereby retain employees in jobs.
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The process is important for the
success of your new salary in the

company

Getting started and remember that it is a cooperative task, where you have to spend
time to make decisions for the company and employees' best.

Use the checklist here as inspiration for the further process. But customize it for your needs.

CHECKLIST:

Survey - diagnosis

Put the wards on the contents of your system - make sure that everyone is heard

What should pay system could and what does not work today (ask
executives - employees - administration)

Outline / Define the objective value and placement for a new system

Set team

Define all the relevant stakeholders in the company
Select good ambassadors throughout the organization

Reduce a pay sysiem commitiee

Composition related pay

Define the types of jobs - skill level and background
Define qualifications (job-related, personal)

Establish a sampling form - try form of the relevant staff

- puts you Immediately In the selected words and expressions?

Establich a local agreement

20
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(Back of the pamphlet you will find forms for inspiration in this phase and concrete examples and input
from companies that have been through the process)

Communication - before, during and after

Inform the organization about work when you start - kick-off
Prepare yourselves for all sorts of questions - put you into employees' needs

Expectations - what does this mean for the individual and for the company and the
salary?

Timeline - give a sense of the task duration, and that it may be difficult to orient after each meeting

Ensure thorough and detailed information to the entire organization, when you are nearing the finish line.

This means that when development work is completed, and both the management and lansyste-
mudvalget can vouch for the results, one should inform all staff abaut:

First Why should the company have the new pay system? (purpose)
2nd What value should pay system ensure the company? (Direction and hits)

Third How is it practiced (elements, methods, annual cycle, etc.).

For a qualification payroll system is to be successful it is biting need to train managers in the system,
as well as union and management in lansyste- mudvalget,

Complete a series of test assessments to frain your managers and trust people to use your
conversation table to test whether it works as intended.
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Assessment interviews and

training of managers

Employees may be hesitant about assessment of personal qualifications.
Addressing it with thorough training of leaders.

To achieve success with assessment talks, one should train between the leaders along with payroll Committee

and other enthusiasts, so they have a common understanding of the new system.

The goal is that the manager can make an objective, unbiased and systematic assessment of each
employee's professional and personal qualifications from the agreed guidelines.

Another aim is to get the employee to participate actively and constructively in its own situation.

Related pay demands more to leadership than other pay systems. In addition, communication about the
selected qualifications and assessment criteria to be known by everyone in the company.

When payroll committee has out-skill wage system, the supervisors become familiar with the content
and applications. The "practicing” by filling out the form and conduct a trial assessment to determine
whether one perceives the concepts alike.

In other words, the power users and ambassadors of the new pay system for the benefit of the
company.
When we visit companies, we often hear that it is far easier to construct a qualification payroll system

than it is to secure and implement a rewarding and confidence assessment interview. It takes practice.

It is possible that it is slightly more time consuming in the daily work, but you gain in return close
contact with the individual employee and a transparent and fair remuneration system for the benefit of
the entire company.

23
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The assessment interview

The goal is to assess the individual employee in a precise, confidence-building and not

least fair manner in proportion to their colleagues.

The purpose of the assessment interview is to ensure each employee one objective tive and systematic

assessment of the professional and personal qualifications.

The whole is then used to determine the individual employee qualification allowance.

Description of qualifications issued before the interview and ensure both parties prior knowledge of the
content of the conversation and the possibility of mutual prepa- ration. Appreciation conversation requires
dialogue on both professional and personal qualifications.

PROFESSIONAL QUALIFICATIONS can best be described as a "must-have” skills and it is the
foreman's task and duty to evaluate each employee’s performance in relation to the described
qualifications in the past period, and to what extent there is a need for additional training.

PERSONAL QUALIFICATIONS is most often related to attitudes and behaviors, "nice to-have", and
here is a little more room for interpretation, special situations and colleagues influence. Although it is
factors related to attitudes and behavior, they should be described as carefully as possible to avoid
various leaders of different assessments and attitudes.

It is important that the supervisor explains his observations while listening to the employee's views.
Subseguently, the two agreed goals and opportunities for the coming period.

Appreciation conversation aim is to assess the individual employee in a precise, confidence, and not
least fair manner in proportion to their colleagues. Note that the successful introduction of related pay
reguires, especially the first one to two years to head aside time to target the conversation to the
individual employee.

Companies that prioritize and educates the foreman carefully ahead of the talks, generally
experience the talks as better.

24
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Inspiration for the good conversation

Why do we want an annual assessment interview?
What opportunities does the assessment interview?

How is the result afterwards?

When the purpose and the opportunities are clear for both parties, it is easier, more confident and more
constructively implement the new assessment. It is alse an incentive to the individual employee becomes
aware of their own qualifications of gray and want to provide a iittie more than before.
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Lonhjul: Keep a good grip on wages -

all year round

The company undergoes during the year a number of activities, plans and processes that keep

your firm agreements on pay date. This is done through lenhjulet.

Much can change over the course of a year - both on the market and on the labor market and the company

itself. New products, new competitors, new colleagues, new leaders, new fraining courses.

It is therefore an ongoing process to ensure that the payroll system is kept up to date.

Lenhjulet ensure that you have mastered the payrell system - and continually furnish you with the new elements.

It's management, employees and payroll Committee, which plays an active role here, when they have

to undergo a series of routines and processes. Lanhjulet does not automatically follow the calendar
year, but may vary from company to company.

See the four stages - or subtasks - here.

Interview and assessment

The annual qualification conversation with each employee
Registration of results and assessment of all employees
Training of new and experienced middle managers / enthusiasts

Supplement if necessary. Lensystem Committee with new members

Salary negotiations and orientation on salary

Here making in local wage negotiations at the company and write down your appaintments

Inform employees
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Measuring employee engagement

Complete interim conversations

Apply Lantermometer - measure satisfaction with the payroll system and collect
results

Assessment of the company's performance

Rate changes in skiils - and update overview of the qualification factors

Get new nput from management on the market - helicopter view

27
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Lontermometer: Take the

temperature of the payroli

system each year

A payroll system is not static, but must be maintained and adjusted to
reflect the company's true.

A company should annually perform a test or a survey, so that employers and employees can
indicate whether the pay system work as intended. It may DI and CO-industry Lantermometer help.

Lentermometret developed in collaboration with more than 50 companies, where nearly 2,000
managers and employees have contributed input and facts, so that other companies have something to
compare with.

It is a prerequisite to compare themselves with other companies that you enter your own data.

The measurements indicate the areas of greatest importance for the employees' satisfaction and
motivation, for example.

Information about important decisions about daily operations
Ability to evolve

The quality of the planning of the daily operation
Cooperation with middle managers

Acceptance of the wage distribution

Trust in qualification assessment

Confidence in payroll Committes

Use Lantermometret to learn about how to stand with tilfredshe- it with the payroll system, or whether
| should correct the payroll system to.

If there are minor corrections, the company can act on it immediately, thus ensuring that employees
feel heard and treated fairly.
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function-based

Function-is a supplement to perform a particular function or temporary work
assignment.

Function-related solely to the task and is therefore not a personal allowance.

The laber is constantly evolving, it can be in the form of more flexible and shorter working positions,
but it may also be the design, process optimization, several new systems or documentation
reguirements.

The frequent changes in the labor market making greater demands for both companies and
employees, and here comes the salary into play as a flexible component of salary.

Companies must be good to use the resources and compensate for the skills that are in demand by
introducing new routines, even if they have a general nature and can be rewarded in the qualifying
salary.

Some features require a little more, and therefore it might be a good idea to pay the employees who can
and will take on performing more demanding tasks - possibly. for a period of time.

In the case of a particular task, it is not appropriate to trigger a permanent bonus.

Since the salary follows the task and paid only as long as the employee performs the task so lapses
also when the task is completed or not be performed anymore.

Function-thus ensuring a better match between the requirements to carry out these tasks and each
employee additional payment.

Advantages of the function-:

It attracts employees to specific functions / tasks
Creator visible proof that management is focused on a specific area

The company has exclusively payroll costs, while the task is performed
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The company honors special personal or professional requirements to the employee

It has an effect from the first day it is introduced

Disadvantages of function-:

Function-more demanding administrative

Pigeons not too small, short-term tasks, as it can trigger envy of colieagues

There may be a lack of willingness to take on tasks without duty allowance
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Forms and examples for
Inspiration

Forms

Step 1 : Description of the company’s job types
step 2 : Schedule the job-related skills

step 3 : Form for the person relevant qualifications

Examples of companies

company 1 - From inflexible tool for wage system that promotes competition
anility and well-being

company 2 - From the confusing jungle of value-based salary

company 3 - From crisis and uncertainty for new fair and transparent pay

company 4 - When the payroll system needs updating

company 5 - From past piecework to contemporary related pay
(And in part RBR)

Input into local agreements

Get inspiration and an example of a local agreement

33
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Forms

Step 1 - Describe your job types

Try to give you an overview of the company's job types. Like in a few large
groups, without too many gradbajninger.

What is the nature of the job?

What is your primary job function? It constituting more than 50 percent of the job. (Welder,
process operator, truck driver, accountant, etc.).

Does it require special training or background to do the job? (Education, background,
professionalism)

Is the job is important to maintain the company's competitiveness?

Can one speak of a "market value"?

With hourly workers, it is usually a good idea to split it after the work done, for example. economy,
manual machining, assembly wark, CNC milling machine.

But for salaried splits typically by educational level and job responsibilities, for example. economy /

maasurable critarla STEP1 |I'I )

Joh-relevant factors flexibility The employee needs to have solid frames.

budget or personnel.

Ability to hold several roles and ability to
help besides his own job.

complexity The employee has simple tasks and know
An emolovee's business value increases them well. In this business it jobs that take
in proportion to the severity | complexity of | Maximum two weeks ta learn. Eg .- x care
the jobs that he or she may hold. machine or washing machine fit y.

Flll yourselr ...

174



Ry anNeme

LA B IR 2 3
L1309 5 LR

ASSOCIAGAO NACIONAL DAS EMPRESAS
METALURGICAS E ELECTROMECANICAS

VS

Vasconcellos e Sa Associates, S.A.

Step 2 - Scheme for the job-related skills

What is important to be able to complete the job?

Define factors and the set of words at the various levels

See the example below:

STEP 2

STEP 3

STEP 4

In-aadition fo the employee wants.a fied
framework, the empioyee can aisa parily work
outside that framework.

The employee is able to expand its work
functions and adapt to new tasks.

The employes iz able 1 think of the whole
addition to his own job function. Helps
naturalfy others.

Ths employss can hand:s a iittie mors difficult 1azks
n addition o the vsual Hers are the jobs that fake
3-8 wesks to lsam it 12, for exampls. bs the oparator

of the machine zz Switching stesl machine yy sic

The empioyee can accommadate and nandie
new ang a iitée more dimcuit tasks Here are the
Jobs that take 9-16 Weeks to leam. One must be
seit-propelied and can make setups and
Process set up new projects.

The employes can independently take on
new and very complicated functions. You
sheuld be able to assist in product
developmenit and help designers with
protetypes. Or may be team specialist who
running-line and adapts to the highest

guality leve!

35
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See the example below:

Step 3 - Scheme for the person relevant qualifications

+ What personal characteristics of the focus was on the company.

+  Define factors and the set of words at the various levels

Person-relevant factors

Collaberation

The ability to carry out tasks in
cooperation with collzagues in a smooth
and efficient manner and the ability to
respect others work and emerge az a

team plaver.

Work best alone. May be unsafe in
collaboration with others fo be invelved in
conflicts.

Initiztive

The aplity to stay focused on melr own
work and put themselves In time.

The employee is often difficult to initiate

on the defined tasks.

Quality

The ahility to respect the onginal quality
and possible. improve it.

The employes not always exhibit the

required quality of work.

Other possible:
LasningsCrentéret Oraer
and care Accountabiity
Securty Fill out even

maore .
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STEP 2 STEP3 STEP 4

Cooperate well with others tasks. The employee has a strong relationship Have a unique collaboration with others.
with others. Can encourage and help Can well as invited and unsolicited help
others solve problems. others problem solving while maintaining

rationality.

Emplayees rarely take more initiative, but The smployss takea ths initiative and oftsn The employes takes almost any initistive for

taking responsibility for their own tasks and contributes te constructive suggsstions for problem solving - also across departments -

report on anamalies if they occur. improvemant and idsas for minor changss. and has the ahility to support his colleagues.

Emplayee exhibit the expected quality of work. | The employee has a keener eye for quality | The employee has the big picture In terms of
and can make comective actions. qguality and support his colleagues.
Employess often come with suggestions for
Improvement.
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Examples from the
companies

We have collected a number of examples of companies that have been through the process of introducing
a new qualification payroll system.

The examples will serve as inspiration regardless of where the company is in the process to update
or introduce a new salary system that can attract, develop and retain employees.

Maoreover, you can see a series of tables that give a good overview of qualifications tions and assessments.

The development of the new pay system will also be a good exercise in getting discussed and clarified the
correct definitions of the factors contained in the system so everyone has the same starting point in assessing

the conversation.

company 1

From inflexible tool for wage system that promotes competitiveness and well-being

A company had to realize that their pay system had been too impossible to obtain an for the majority of the
employees. Too much budding meant that the payslip eventually filled three pages, because. They had an
individual performance pay / chord. DER- addition had it been difficult to attract skilled workers, so a
simplification, cleanup and improvement of the remuneration system was needed.

How did you get started:

Workshop with management and union representatives
The involvement of the unions (DI and CO-industry) in the work
It took the temperature of Lentermometer (survey)

Results of the survey showed the way
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Formulate purpose / vision for a new system:

=
o]

wage system that promotes the company's compelitiveness and promoie

We want g flexible, lransparent R falsciion.

The process continues:

Employees are informed (project schedule, only a few detaiis)

A total of Lontermometer / survey presented

New modet for all unskilled

Qualifications set, define job types, carry out sample conversations
Finally head presented

Time: a small year with a total of 20 meetings, because. The complexity of the eriginal

system

results:

Improved cooperation with joint factory bonus
Measuring efficiency rather than productivity
fewer temps

A higher starting salary atiracts employees
Can now explain the lower wage
Transparent and fair (3-4 lines on a pay slip)

Good overview of training needs

What have we learned along the way:

Positive involving employees in the process
No decrease in efficiency despite the consultants' warning

Uniform qualification assessment is difficult with several supervisors. despite common prepatation,
education and well-documented assessments (imporiant to keep the maintenance of lsnhjulet)

39
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Pull on the company's experience:

First, the company has defined a number of job types with different levels of difficulty - it is such.
degrees of forging, painting, furnace and milling work. Then, given a number of points for each job

type [ severity.

Job Type 1 - 20 points
Job type 2 - 40 points
Job type 3 - 120 points
Job Type 4 - 240 points

The company has selected four qualification factors:

Competence, flexibility, commitment and behavior, which is assessed at four levels - A, B, C and

D

SKILLS

level A

level B

level C

level D

Work little independently
and may need guidance.

Understand tasks at a basic
level and can partially work
independently. May need
guidance if something
unexpected happens or
significant changes in its

instructions.

Works Independently and can
educate colieagues and new
employees In job runctions, you
yoursell are trained

Wiork very Independently and
Can educate colleaguss and new
employees In job funcions, you
YOUTSET Nave Deen trained In
Can Independantly Impiement
Improvement projects.

level A level B level C level D
Employees need clear The employee can work The emplovee is able to The employes is able to
ramework. partially outside the known hange his job and adapt to think of the whole addition to
asks. the tasks. his own jeb function. Helps
naturally others.
40
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COMMITMENT

level A

level B

level C

level D

The smployes can get stuck and
nasd halp whan samsthing

unexpected ocours

Showing littie Interest In
making suggestions for
Improvement and
streamiining of the Job

The employes exhibits
satisfactorily responsibility
for own tasks and report

defects immediately they

Confrioutes somatimes postive and

The employee 15 engaged above
average, snows great

responsibiiity to own tasks and
the tasks hat are genarally In
the department. Contributes

always very positive and
constructive suggestions for
Improvement ana

Implementation of minor

The employee Is extremely
committed and take the
Inttiative for Improvement and
participate much lke In
problem solving - also across
depariments.

construcilve suggestions for Abilities also ses problems
- TEmErt Cl o -
mprovements. changss. and solutions from the
"company’s” own
perspective.
BEHAVIOR
level A level B level C level D

There IS room for Improvement
In terms of compilance with the
company's code of conduct.
some days everyining Is Tne
otner aays the tone and
behavior generally srained.

Generally a nice
observance of the company
code of conduct. It rarely
happens that he falls in and

have unwanted behavior.

Mestz always the company's
code of conduct. Well on its way
{0 bscoming an ambassador.
Mizaing even a litls in ralation fo

undserstanding and

eg. go ahead or the daring

to say no.

Going ahead in compliance
in the descnbed and desired
behavior. |s Ambassador.

Dry say no and can act as a

mediator to a lesser extent.

Assemble points and the types of jobs and the assessment of qualification factors for each
employee in the table below.

At last count the points together and you have an overall assessment for the next interview and salary negotiation.

Point
competence type 1 type 2 type 3 type 4
profile
Job Type 20 40 120 240
competence level A level B level C level D
profile
Compelence 10 20 30 40
flexibility 10 20 a0 40
Commitment 10 20 30 40
Benavior 10 20 30 40

4
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company 2

From the confusing jungle of value-based salary

A major production company had experienced prosperity and growth, but lensy- system was not
followed. There were too many job types, heavy administration and the employees could experience
getting different pay for comparable work.

The company therefore wanted to create a connection between desired behavior and corporate values;
kundeOrientéring, creativity, willingness to change, loyalty, openness and honesty, enthusiasm and
efficiency, job satisfaction and helpfulness.

The process:

Briefings for all

The company writes and awards a lenpjece that talks about the new principles

Department meetings with the review of new related pay
Time: a small year (local agreement signed)
Interviews and assessment

Payment of the new salary.

New system:

3 steps provide new salary. (Base salary, and function-related pay)

Job profiles - from too many to get more nationwide

Job-related factors:

Competencies; how independent can do its job

Flexibility: one's ability to help others beyond their own job profile

Person-related factors:

Engagement: engaged in the daily work

Cooperation: one's ability to collaborate with colleagues

Safe behavior: knowledge of standards and processes - active behavior

Quality: knowledge of standardized work and process security - active behavior

Order and standardization: exhibits a distinct order and care
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Get inspiration from the company's schemes:

Job - Gompatencies

Step 1 - "Know About"

Step 2 - "undarstand™

Competences are defined an employee'’s
anllity 1o perform 2 job well descrbed.

Know the competency and need
guidance and support to do the job. [t

i during fraining and integration.

Understand the power at a basic level,

but need guidance in certain situations.

The grading is based on the primary
job function.

Jobs - Flexibility and
Adaptability

Slep 1 - "On thé Road”

Step 2 - "Intermediate™

By flexibility /| Adaptability means an
employee's ability and power to hold
several roles and ability to help besides

his own job.

Tha employss can not be reassigned within the

deparimant

Step 1, but not yet Step 3.

Commitmant

Step 1 -"On the Road™

Step 2 - "Intermediata”

job-related factors

Engagement describes how th
employes iz engaged in the daily work.
The loan iz dzemed the employes's
initiative and responaibility in relation to,

inter alia, own job function.

Employee show responsibility for own

ZKS.

£

Step 1, but not yet Step 3.

Cooparation

Step 1 - "To a lesser axtent™

Step 2 - "Intermediate”

Cooperation describes the employee's
ability to camy out tasks in cooperation

with collzagues in a smooth way.

The employes works best alone and iz

open to cooperation with others.

Step 1, but not yet Step 3.
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Step 3 - "Uses"

Step 4 - "Commands"

Stap 3 - "Mastering”

Uses competence independently within

known limits.

Uses competence also in new siuations and

contribute to continuous Mmprovement.

Mastering competence and are abie to develop
and Improve ne working methods of e o

The employee exhibits behaviar that is

out of the ordinary or normal.

Step 3 - "Flexible"

Step 4 - "Intermadiate”

Step 5 - "very flexible"

The smployss can be repositionsd in the

daparmant.

The employee can help besides his own
job and is trained in other jobs in the

department.

Over Step 3, but not yet step 5.

Tha smployes can ba repositionad within fhe

depariment and acroaa other functions.

Step 3 - "Committed”

Step 4 - "Intermadiate”

Step 5 - "very engaged"

The employes exhibits satisfactonly
responsibility for tasks and contribute
constructively deal with discrepancies in

daily.

Over Step 3, but not yet step 5.

The employes exhiblts a responsioiity beyond
the expected for own temitory

The employss contribulse conatructively with

suggastions for improvement to reach the daily goal.

Step 3 - "Working well"

Step 4 - "Intermadiate”

Step 5 - "Greatly"

Employes cooperate well with others
task

o

Qver Step 3, but not yet step 5.

Employee cooperate very well with others
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job-related factors

Job - Compatencies

Step 1 - "Know About”

Step 2 - "understand”

The ability 1o ahow respact for the work
of othera and the ability to appear ke a

taam playsr

Housekeeping

Step 1 - "Less safe”

Step 2 - "Intermadiate”

safe behavior

The emplayss haz knowlsdgs of atandards
and procazzas and sxhibit pazsive bshaviar in

ralation to haalth and aafsty.

Step 1, but not yet Step 3.

Step 1 -"Cn the Road

Step 2 - "Intermadiats”

Quality The employee has knowlzdge of Step 1, but nat yet Step 3.
goals, standardized work process
security and require more routing.
Step 1 -"0n the Road Step 2 - "Intermadiats”
Order and care The emplayee has knowisdge of the requirements Step 1, but not yet Step 3.

and exfilblt passive behavior,
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Step 3 - "Uses” Step 4 - "Commands” Stap 5 - "Mastering"
Step 3 - "Safe behavior' Stap 4 - "Intermadiate” Step 5 - "very safe"
The employee has knowledoe of standards and | Qver Step 3, but not vet step &. The employee always note dysfunchions and
processes and show active benavior In relation shows initiative to improve secunty also
to thelr own actions. beyond their own actions.
Stap 3 - "Quality-conscious" Step 4 - "Intermadiate” Step 5 - "High quality”
The employes has horough knowiedge of the Qver Step 3, but not yet step 5. Caontributes experience and helps o
farget, standardized work process secury, improve standards and new processes.
Comply With regulations, recagnize and cormect
EIrars.
Step 3 - "Careful” Stap 4 - "Intermadiate” Step 5 - "very careful”
The ampioyss iz awars of ths requirsmenta fo comply | Qver Step 3, but not yet step §. The employes contributes constructive and
vith raquirements and reguiationa and exhibite & sustained fo fund development and
diatingt order and cars improvement.
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company 3

From crisis and uncertainty for new fair and transparent salary.

For the '150-strong workforce flashed all alarm buttons, because wage acts capsized a number of
years back. There was crisis between management and employees.

The result of a mediation meeting was a desire for a real salary system. The company had not
worked systematically with pay, and the employees, it was unclear how were assessed and paid for
his efforts, and how to achieve a higher rating.

Objectives / principles for the new system:

Base Salary + allowance for possible. education + length + personal gqualifications.
Assessment of professional skills and flexibility counts 40 per cent.
Azzessment of interperzonal skills and zenss of order 20 per cent.
Stability {sb=ence) 20 per cent.

Work helpfulness 20 percent

Assessment should be as objective and transparent as possible - the scale is from:

First In training

2nd basic skills

Third acceptable level

4th Medium level

5th Above average level

&th Very above average level

7th Extraordinarily high level

The process:

Paper prepared by input from DI / CQ industry and unian
Sample reviews conducted

Review and refinement of skills in the Salary Committee
Local agreement signed - the new princples adopted

Presentation of the new related pay and workplace agreement for the entire company (Dl and CO-industry

participant)

Time consumpbon: about & months
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The result:
The company has been a systematic approach to employee evaluation and reward now the
academically gifted, samarbejdsOrientérede, stable and studious co-workers most

The employees now know the effort it takes to share in the next wage increase

Imbalances in the system are corrected

There have come under control the administrative part and assurance that wage
increases also realized.
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company 4
When the payroll system needs updating. A company took a spade connectors deeper to

introduce a combination of related pay and performance tatlen.

130 employees work in a company that is a fusion of four smaller companies. They find that their
"composite” old payroll system - despite ongoing changes - have served themselves and no longer
reflects reality. Work- ers and management therefore wants to wipe the slate completely clean and
set a new course to enhance cooperation and fellowship in everyday life.

The process:

Clarification phase was relatively short, there was a common desire for a new salary system

Lansystem Committee defined the elements that could support the company's business goals

Then discussed the qualifications to be emphasized - they also discussed the definition of all
qualifications

Together lane to themselves gradually into how respectively. base salary,
performance-related pay and could be structured and weighted

There was held a few meetings with thorough preparation before. Commitment from all parties is
paramount

Time consumption: 6 months with concentrated effort

What have we learned along the way:

Employees ask some along the way, our experience was that one should not orient the
calculations and the process all the time, but only by market rimmed progress in the process and
concrete results

Prioritize presenting something good writing material for its employees

It was a good exercise to put qualification factors into a schedule and bli- woe as specific as
possible with the explanation. The form has since given managerial staff and, led a really good view
when assessing the interview conducted
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Get inspiration from

the company's schedules

Qualification profile

(related pay)

Step 1

The allocation of Individual jobs In proportion to the
complexty of 2 leaming experience and Insight into the
company's products, as each Job requires

Jobs characterized by a short learning curve and low

complexity: Module Installation Manual machining (sawing

drilling, turning)
Job The grading is based on the primary job function which
corresponds to the job function, which is more than 50
per cent. of the employee’s duties.
Skills The employes wWorks 3 it Indepenadent ang must often
Competences are defined an employee’s ability to perform a guigedIn he ok funciion
job well deseribed. The grading is based on the PRIMARY
JOB FUNCTION
job-related
factors

flexibility
By flexibility means an employee's ability and power to
hold several jobs. The grading is based on

competence assessment on ather job functions.

The employss can only perform their own job

functions.

person-related

Commitment

Engagement describes how the employee 1= engaged in
the daily work. The loan is deemed employees’ initiative
and responsibility in relation to, inter alia, own job
function.

The employes exhibits rarsly accountability for own tasks

and contributes rarely with suggestions for improvement.

factors

Cooperation

Cooperation describes the employee's ability to carmy out
tasks in cooperation with colleagues in a smooth way.
The ability to show respect for the work of others and the

ability to appear like a team player.

The employee works best slone. The employes may
seem uncertain in cooperation with others, or may be

involved in conflicts.
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atep2

afap 3

aten 4

Job characterized by 8 madium-training

tme and a moderate complexity:

Gear and minor road Stock

welding

Assembl,

Jobs charactenzed by 4 iongar training period
and 3 high complexity; Machining (CNC
Welding and special assembly Production

optimization Quality Bullding / mamtenance

Jobsa characterized by a long leaming
curve and a very high complexity and
depth product knowledge: Senvice

Installers

The employes working satisfactonly
independently and must anly be guided by

new routines in the job function.

Empioyee Work Very independantyy and can
continuously advise other empioyess In the joo
Tunction so that they can Independently
perorm tne job runchon and new routines

The employee works unusually independent
and can plan, sofve and complets tasks in
nom-routine situations. The empioves can

continuously advize other employess in the

1ot funchion so that they can independently

perform the job function and new routinas.

The employes may well own job function
perform one other job function of
compstence Step 2, and has held the ob

function within the past vear.

The employes may well own job funchon
perform twa other job functions of
competencs steps

2, and has held the job functions within

the past year.

The employse may well own job funchon
perform three or more other job functions

of competence Step 2, and has held the

1ob funchons within the past year.

The empioyes exhiblts satisfactonly
responsiliity 7or (aske and confnoute positivaly
ana constrictively with suggestions for
Improvement to reach the dally aoal,

The empioyee exniblts @ responsibiity beyond
expectations Tor thelr own work. The employse
contriputes constructively with Improvement
suggestions and proposals to deal with
discrepances in oally

The employee Nas an unusual responsomy for
nelr own wark. The empicyee connbules
constructivery with suggestions for
improvement, iImpiementation of new routines
and suggestions Tar nanding oevialons n

daliy

Employee cooperate well with others tasks.
The employee contnbutes to the good

atmosphers in the workplace.

Employee cooperate very well with others

tasks.

The empioyes will confribuie to creating a good
atmaosphers In the workpiace

The employes has a unique partnership
with others. The employes contributes to
conflict resolution and craates 3 good

atmosphere in the workplace.

D The good employes
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company 5

From past piecework to contemporary related pay (- and
partly RBR)

A classic production company with about 250 employees wanted a more modern pay system that
could account for significant changes in their daily work. There were better paid than on interpersonal
skills and be able to think on the whole, and thus the company's continued existence.,

The company had spent years moved from the assembly line and standard products for
specialized job roles and niche production.

The process:

Long inlet and various positions within the company delayed a new system

Instructions and initial meetings with DI/ CO industry meant that Lensystemud- election was set, and it

came in the process of clarification phase (facts collected, values and needs of the payroll system)

Both the plant manager and union agreed on the objectives and stressed that it was important to
establish a simple, fair and transparent wage system in which employees solve prablems in the
community and draw on each other

What have we learned along the way:

"It'l just take the chance and throw yourself into it and not try to get a grip on all the details within"

We have seen that a team employees have organized work maore effectively and freed an
employee to other tasks. Such a team effort can also give bonus

Remember, RBR can always be corrected for subsequent

Be careful to introduce new IT systems at the same time - it delays the process outer apparent

L
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u

Outflow of material:

Here the five qualifying factors starring:

Blap 1 atep 2
Profecsional competence Holds 1-2 jobsin their own arsa Holgs 1-2 jobs in anotner department
Thie ability towork flexibly in your
department and across departments
Cooperation Wark best alone. Can Create Frobiems In Step 1, but not yet Step 3.
Mutua! brust and respect for sach other, for ":CQD‘E:’J“UH With othvers. Comes too late. Mot

aasrr!p!a. haipfuinsse. opannass. tnuztworthiness, ‘:G!I"-DIEI"I[ aoresmentis KF!D'.i"ng Does not

wesEp apponiments and communicats

Creativity and results Mot goad at problem solving Taking advaniage Step 1, but not yet Step 3
Ability and willingness to solve different of not working optimally. Do not come up with
tasks - like on a forward-looking and Ideas and soiutions.

positive way.

Responsmiities and job behavior ls wary unsure of imaelf. Makes many Step 1, but not yet Step 3.
Taking résponzibitity for the daily oparation misiskes and sloppy. Hits never independent

and centributss to daily production decizions

Housekeeping Taks ino many chancss. Does not alwaye the Step 1, but not yet Step 3.
Safe hehavior, arder and dillgence, colegial b ibioc] pecleicilen sepoeprsinc. ok gond ot eapng

ana fometnings Crientérat ardar and ulilize matsnals optimally. Crcumyentsd not

aways othsrz in & positive EIIIT-ZIBPthE Imabity o

TeCOQnIZe smora
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atep 3

stap 4

step §

Holds 3-4 jobs in their own area.

Haldz thras o four jobs in another deparimant or five

n itz temitory

Holds 5 or more jobs In another department.

Cooperate well with others. Taking the
initiative to help athers.
Raraly coms too lats. Mests fraquantly

agresment, shars knowlsdgs.

Over Step 3, but not yet step 5.

Excellent for cooperation. Helps invited and
uninvited. Contributing to problem solving.
|z never late. Kesps all agresments. Very

good to share knowledge.

Good to come up and help solve problems.
Exploits working well. Good to come up

with ideas and solutions.

Over Step 3, but not yet step 5.

Excellent problem salving. Exploits always
working fully. Very inventive and good fo

come up with new solufions.

Have good overview of the routines. Is good at

his Job, but do not take as much responsiolity for

the quality of the area. HIts often Independent
declslons

Over Step 3, but not yet step 5.

Always averview of routines. Laver rarely
mistakes and take responsinliity for the
quallty of work In the area.

Takes many independent decisions.

Rarely {ake chances. Always use the prescribed
protective equipment. Holder warkplace
reasonably tiay. Explolts often matenal iy
50040 10 deal with nis colleagues. Recognizing

often mistakes

Over Step 3, but not yet step 5.

Paints out the risk of accldents at work and always use

the prescriped protective equipment.

Always tidy [n the workplace and the area
around. Can bypassed all his colleagues.
Always recognizes his misiakes. To

oplimize resources and procedures.
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Input to local agreement

A local agreement describes the principles not already apparent from the group contract agreement.

Companies may enter into local agreements with their employees, for example. flexible working time, call
time and pay systems.

A el sy A o0

A local ag
The purpose of the payroll system
system construction
Factors criteria ratings
Wheo covers the payroll system
The wage adjustment
Any payroll committee's responsibilities and tasks
Lenhjul / year plan

Agreement enters into force and termination

Inspiration for local agreements on di.dk and co-industri.dk or see an example here.

..
I

=
X
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Example of the local agreement with related pay

With the aim of increasing skills and productivity is between Company xx and employees
covered by the Industrial Agreement has been entered into the following local agreement dd
under the Industrial Agreement.

1. Introduction

The system is designed, in a systematic and objective way to determine an employee's
pay in relation to each employee's skills and its willingness and ability to use his skills.

It's always business xx and thus each fund's competence needs, forming the
expandability of the need for staff skills.

The payroll system is a tool for achieving an individual and differentiated pay system for
employees. With competence structure wages can easily vary and be set.

2. System structure

System structure gives allowance for the employee's classification in the job profile / group. In addition

ability and willingness of the job and person relevant factors.

For each job group is accompanied by a payment (describe any. In an annex) Supplements obtainad

by classification in the model.

Each job group are classified in the competence structure for training time, complexity and insight

into business xx's products, depending on what each job requires.

Each job function is associated with a payment.

3. Assessment of qualifications

The assessment is made by the supenasor together with the employee in accordance with the competence
structure (possibly. In the Annex).
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At the annual interview the employee's possible wishes and agreed follow-up points and
goals anfagres.Der must as far as possible, the organization of work and education efforts
in the department, take into account that each employee is offered the opportunity to
achieve broad job experience and routine, as long as it is within the company's skills
requirements and flexibility.

Appreciation in Hiring

New employees indplacerers in relevant job group recruitment, and allocated at least xxx
points on recruitment. There assessed again after three months. Employment and the final
grading is conducted, and then assessed the new employee and other workers.

If a new employee placed incorrectly on recruitment, the supplement is regulated at the
next payday.

Changing the peints when changing jobs
If an employee wishes to change jobs and join the new job function with lower points
this triggers a change in the hourly rate at the next kompetencelansvurdering.

If the company wants to relocate an employee paid a transition allowance.

If an employee's profile for competence and flexibility are changing and losing obtained extra
points, this triggers a transition allowance.

4. Changing the payroll system

Audit / changes to the model of competencies, for example adding / removing elemeneter

can be ongoing - but only after the changes approved remuneration committee.

By revision / amandment of the system evaluated the employees who will be affectad by this. The new
assessment result is introduced with the entry into force and lankonsekvens at the annual assessment.
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5. For the transition to the new pay system

If the new salary will be less than the previous hourly wage that the employee had at its
entry into force, the employee will get a transition allowance, which will mean the
difference between these two salaries.

This supplement will continuously decrease with the value competence / kvalifikationslans

supplement future increases with until this is neutralized.
In cases where an employee at the transition to the new system will have a higher
kompetencelgn than the salary the employee had at its entry into force, it will trigger a higher

hourly rate.

Employees hired after its entry into force, will be covered by the same method and model.

6. Organization

*  Thereduced Remuneration Committee have girerent structures

*  Duwring the period in which the degree pay system is built up, it has a structure, and in the subsequent
operating phase, the Compensation another structure

Lenudvalgets members:
* 2 udpelet by management

« 2 staff representatives

All lanudvalgets members can demand the holding of meeting.
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Committee’s main tasks are:

To dizcuzs and agree on ground rules and ensure that the objectives and agreements are respected for the entire
competence payrell system.

To consider any. changes in the structure of the pay system.

To hear and determine disputes about competence structure and local purpose of the

agreement and interpretation. lssues in connection with a specific competence assessment

addressed by each department manager and unicn representative.

Remuneration Committee takes first position on individual competence assessments when the union

and the department continues to disagree.

Where, in the committee any questions on which consensus can not be reached, either
party may request such questions dealt with the involvement of organizations
lsnkonsulenter.

When no agreement on the committee may be brought before the organizations for possible

industrial procedure.

7. Basis of contract and administration

A: Contractual basis
Logic of the Agreement competence structure (see also Annex).

B: Payment Terms
In addition to the agreed job groups, the employee is paid with xx kr. Per. competence points. In

addition, the added geographical and professional allowances, which are considered a personal
allowance. The value of a point is negotiated as an appendix to this agreement. The percentage sold at

the annual local negotiations.

C: Settlement

Wages are paid in accordance. Employee's personal employment contract.

D: Entry into force and termination
The agreement iz effective upen signature and may be terminated in accordance with the industry's Agreement
rules for termination of local agreements (§ 8).
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After the agreement lapse employee is paid by the then current personal salary and any supplements
see. Local agreements. There is agreement that the personal salary covers joblen + + related pay its

geographic and possibly. technical supplement.

If a Ptilla=g kept informed union representative about this.

A Ptilleeg is a duty allowance, which can be terminated pursuant. 10 §23.

8. Audit

The payroll system out onee a vear to review in the remuneration commitiee.

By xx, xx /2019

for employees For Business xx
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Do you need help getting
started?

DI and CO-industry has years of experience developing kvalifikationsl@nsyste- systems in many
companies - large and small.

So features like on our experiences and get advice on developing a good - or even better pay
system.

We are happy to share experience and provide ongoing advice fo the company throughout the
process.

For example. be a good idea that we meet Salary Committee and have started a good process.

(o 00

Industrial Employess Danizh Industry
co-industr.dk di.dk
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3in and develop employees with the right qua ations and

pay can help s

Why should you work systematically with corporate wage determination?
To increase employee motivation and commitment and rewards
To help improve business productivity and results

In order to create better jobs, including to attract and retain gualified employees

vantages of related pay:

Employees and management develops self system and adapt the current
Each employee will be paid according to their skills

The system is known and iransparent 1o everyone in the company

Everyone has the opporiunity to improve their assessment - eg. can interesi in education increased
Via assessment interview can strengthen the dialogue beiween management and staff

A fair payroll

Disadvantages of related pay:
Time must be allotted for conversation with each employee (ie managers with
many employees must keep many conversations)

There may be some companies will be resistance to change or resistance to the change in
payroll

industriai Danish Indusiry

Empinyees Moleshen T HC Angdersens Boulevard 18 1787
2450 Copenhagen S Tel Copenhagen W Tel. 3377 3377
3363 8000 ol ak

co@coJndusin. ak

Co-Ingustr ax didk
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5. Exemplo de um sistema muito simples:

SSAB

Resumo

A empresa sueca SSAB tem um sistema de incentivos muito simples: anualmente é
fixado o intervalo (minimo e maximo) de lucro acima do qual sdo distribuidos

prémios em igual montante a todos os empregados.
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SSAB, Sweden: Make work pay — make work attractive

28 October 2009

Observatory: EurWORK

SSAB is a major steel company in Sweden. For over ten years, a profit-sharing
scheme has been in operation in the company, whereby profit above the goals set by
the board is shared among employees. All employees receive the same amount. The

shared profit can either be taken in cash or be paid into a pension fund.

Organisational background

SSAB is a leading producer of high-strength sheet steel and steel plate. The
company was formed as a merger of several Swedish steel mills during a crisis in the
steel industry in 1978. SSAB consists of a headquarters company and four subsidiary
companies. The SSAB group has developed from a standard steel producer into a
producer of more specialised steel products. The group has an income of almost 2.7

billion euro and has 8,400 employees worldwide, with 8,000 in Sweden.

SSAB is listed on the Stockholm stock exchange. Industrial relations are
cooperative. SSAB is a member of the steel industry employer organisation and union
density is high: 90% for blue-collar employees and 80% for white-collar employees. The

economic performance of the company is highly dependent on the world market.
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Description of the initiative

The profit-sharing scheme in SSAB was introduced in 1994, as an initiative by the
management. The view of the management was that employees should be rewarded
when the company is profitable. It was also expected that a profit-sharing scheme

would contribute to company morale and loyalty.

The part of the profit that is shared among the employees is based both on a
calculation and on a decision by the company board of directors. The calculation is
based on the profit goals set by the board on company capital and on total capital.
When these goals are met, a portion of the remaining profit is set aside for the
employees. There is an upper limit, calculated on a per employee basis. The maximum
profit per employee has, for some years, been 2,580 euro but in 2006 was raised to

3,225 euro.

The sum set aside for profit-sharing is paid into a fund and invested in prime
shares (including SSAB shares). After three-and-a-half years, the money is paid to the

eligible employees.

Eligible employees are employees who are in permanent employment and are still
with the company at the time of the shareholders’ annual meeting the year after the
profit was made. All permanent employees receive the same amount. Part-time

permanent employees get a share of the profit in relation to their working time.

The reason for the delay in paying the profit-share has to do with the Swedish tax

system. By delaying the pay-out, wage tax is reduced by about 10%.
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The money set aside for profit-sharing is invested in public shares including SSAB
shares. This is done by a board of six persons, two nominated by management and
four nominated by the local trades unions. This practice means that the actual sum

paid to the employees differs from the sum originally set aside for the purpose.

The employees can receive their share of the profit in cash as an ‘extra salary’ or
they can invest it in a personal pension fund. If the money is placed in a pension fund,
the tax is postponed until they retire. It is not known how many employees take their
share in cash and how many put it in a pension fund. This is a choice made by each

employee every year.

There are no formal links between the wage-setting system of SSAB and the
profit-sharing scheme. The trade union representative emphasises that the
profit-sharing bears no relation to the wage system, and management shares this view.
Wages at SSAB follow the industry agreement for the steel industry. There has never
been any attempt to measure the effects of the profit-sharing scheme. There are
regular attitude surveys conducted in the company but they have never been linked to
the profit-sharing scheme. Personnel turnover is low, which is to be expected as the
main SSAB mills are located in small communities, where SSAB is a large and dominant

employer.

Dividends to the employees from the profit-sharing scheme at SSAB have varied
over the years. One year there was no dividend and in other years the dividend
reached the set maximum. The maximum equals at least one month’s salary for the
majority of employees. The majority of employees in SSAB are on monthly salaries.
There are no piece-rate payment systems. In one of the mills, Oxelosund, there is a
bonus scheme in operation. The scheme is based on productivity and on factors

related to the environment. This scheme results in a small amount of extra pay.
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Analysis

Profit-sharing schemes are not very common in Sweden, and the majority are
short-lived. Schemes that have been maintained for longer periods are generally found
in larger corporations. SSAB’s is an example of a scheme that has been in use for over
ten years and is still popular with management and employees. The method of
calculating the portion for the employees gives the shareholder’s representatives

control over the scheme.

The scheme cannot be expected to have any noticeable effect on the daily efforts
by the employees. The scheme, however, is seen by the employees as ‘fair’ in the
sense that when the profits go up they get a share, and when the company has a loss
salaries are not affected. The option to place the individual profit share into a pension
fund is an additional element to strengthen the long-term relationship with the

employees.

The practise of using the shared profits to buy shares, and the delay of over three
years from the year the money was earned to when it is paid out can undermine the
motivational aspects of the scheme. It is a common view of the management and the
local trade union representative; however, that the scheme is popular among the

employees and that is does contribute to company loyalty and morale.

Exemplary and contextual factors

Profit-sharing is not very common in Sweden. The discussion on employee pay is
concentrated on individual pay-setting schemes. The SSAB case is an example of a
scheme that exists among a handful of major corporations in Sweden. The scheme is

designed to give a share of the profit during good years to the employees. This
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arrangement is seen as fair, but is not designed to influence how the employees carry
out their daily work. The profit-sharing scheme at SSAB has been in operation for a

long time and is seen as an element in building company loyalty and morale.

Olle Hammarstrom, National Institute for Working Life, Stockholm

https://www.eurofound.europa.eu/observatories/eurwork/case-studies/attractive-workplace-for-all/ssab-sweden-

make-work-pay-make-work-attractive

Fonte: Site da empresa SSAB (25/3/2020)

High-performing organization

A high-performing organization is one of the key elements in SSAB's strategy and
an essential enabler for achieving the company’s ambitious strategic targets. An
operating model built on decentralized responsibilities and entrepreneurship are

fundamental to the success of SSAB.

There are three main priorities toward achieving a high-performing organization:
i. Improve safety with the focus to be the safest steel company in the world
ii. Enhance productivity by continuous improvements

iii. Strengthen the performance culture

Enhance productivity by continuous improvements
SSAB One — our shared management philosophy

SSAB One is our common management philosophy. It encompasses SSAB’s vision,
values and principles, which together give a direction and framework for the company.

The word “management” does not mean the philosophy is exclusive to managers;
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SSAB One is relevant to each and every SSAB employee. Only when all employees
understand our management philosophy can we successfully involve everyone in
SSAB’s development efforts. SSAB One provides us with a common framework and

language across different parts of our company.

SSAB One serves as a common denominator for our improvement structure at
SSAB. We will succeed by ensuring we have an understanding of SSAB One and the
company’s vision as our common purpose, living the values as standards for our
convictions and behavior, and using our principles as the rationale to achieve our

fundamental goals.
SSAB One has two objectives:
1. Improve our flows based on customer demand
2. Involve and engage all employees in continuous improvement
Principles:

Normal state: We can only improve if we have defined and visualized our “normal
state” in terms of safety, quality and efficiency. By recognizing our normal state, we

can easily recognize deviations and act upon them

Right from me: Each of us ensures that we get things right the first time round. Errors
are prevented from progressing in the production flow. We have a systematic way of

dealing with deviations and errors and learning from them

Learn and improve: Development is part of everyone’s daily work. Managers coach
their teams and give all employees the opportunity to contribute with their knowledge

and commitment

Customer demand driven: We understand our customers’ needs and focus on

improving all the activities that create value for customers
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Strengthen the performance culture

Talent and competence sourcing

The whole industry is challenged to attract and retain skilled employees and strong
leaders. SSAB works systematically to identify and meet demand for critical
competencies .The following activities are just some of the things we do to attract and

retain core talent:

a) Host individual performance dialogs with every employee, as well as annual

dialogs with leaders of our businesses
b) Identify critical sources of competence, such as schools and universities

c¢) Work with other industries in areas where we have overlap in our recruitment

demands

d) Provide development opportunities for employees at all levels of the

organization

e) Conduct annual succession planning

Engaging SSAB employees for performance toward goals

Aligning individual performance with SSAB’s strategic direction is a central
element in being a high-performing organization. Employee engagement, clearly
defined objectives and performance expectations, as well as feedback, are key

enablers to effectively achieve results.

SSAB strives for broad awareness of our annual business strategy from all
employees. By ensuring all employees understand our strategy, we can ensure that
each team and each employee is aligning their efforts toward the same unified goals.
SSAB’s management philosophy, SSAB One, provides the framework for continuous

improvement and performance excellence. Structured performance dialogs between
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employees and their manager are used to define objectives, follow up on results,
provide mutual feedback, discuss the workplace safety and atmosphere, and to plan

future performance and individual development.

SSAB continuously reviews and aligns reward structures to ensure performance
management processes are effectively supported. Our employee and manager criteria
are important elements to exemplify good performance. Matching potential
candidates with development opportunities at different levels in the organization is

important for developing a high-performing organization.

Diversity promotes performance

Our success depends heavily on the competence and engagement of our
employees. SSAB operates globally, and has approximately 15,000 employees from
diverse demographic backgrounds in more than 50 countries. Leveraging this diversity
is a prerequisite to providing a superior customer experience. SSAB strives for an
inclusive leadership and corporate culture, meaning that employees feel a sense of

belonging and have equal opportunities to contribute and succeed.

The steel industry is traditionally male-dominated, and SSAB is no exception. SSAB
believes that improving gender balance will positively contribute to the performance
and safety culture and make SSAB more responsive to customer needs. SSAB has a
long-term goal of increasing the presence of female employees across the company.
Women in top management positions serve as important role models for others, which
drives further development. In 2015, SSAB launched a diversity target aiming to have

women in 30% of the top management positions in the company by the end of 2019.
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® SSAB has a number of initiatives and tools to raise awareness and further promote
diversity and inclusion in the company. Here are a few examples of additional

efforts to support this process:

® Developing a high-level in-house mentoring program, where SSAB’s Group
Executive Committee members serve as mentors for female mentees. The
program was successfully initiated in 2016. The mentoring program is a mutual
learning experience for both mentors and mentees, through challenging each
other, exchanging experiences, broadening perspectives and building networks

across the organization

® Actively promote diversity when recruiting to management and specialist
positions, as well as our strategic development programs, such as the Technical

Development program and Business Development program
® Conduct an employee survey every second year

® Collaborate with other companies and authorities. As an example, in several
locations across Sweden, SSAB partners with local municipalities to create
internships for people with diverse backgrounds, including those from outside of
the country. This provides participants an opportunity to gain experience in the
labor market in Sweden and to build on their Swedish language skills, at the same

time as giving SSAB an opportunity to find new competence needed

® Participate in external strategic initiatives such as Female Leader Engineer
(Sweden), Women in Tech (Finland) and Association of Women in the Metal

Industries (Americas)
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Strengthen leadership capabilities and employee engagement

Leadership development

A strong leadership pipeline is not only a requirement for a high-performing
organization, but also a strategic choice for SSAB. Leaders are instrumental in
delivering results, establishing an inclusive culture and managing change. SSAB works
to ensure that internal leadership talents are identified and systematically
developed. Leadership development is aligned with SSAB One, our management

philosophy.

Employee engagement

SSAB conducts employee engagement surveys to give employees an opportunity
to voice their views on topics related to their working situation. The surveys help
analyze the drivers of employee engagement and capture improvement opportunities
which contribute to leadership, high performance and engagement. The survey results
are utilized at all organizational levels, starting with the Group Executive Committee.
During 2016, we utilized the survey results to improve the annual performance
process. Many production teams have improved how they discuss and manage
intra-team conflict based on their own results and continually challenge the way we
work. Each manager is responsible for improvement planning, executing and following
up with his or her team based on the results of the survey. The results are published in

the GRI report.

https://www.ssab.com/company/sustainability/responsible-partner/high-performing-organization
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6. Exemplo de aplicagao numa empresa de

utilities

Resumo

A empresa dinamarquesa Skanderborg serve os municipios na dagua de

abastecimento e dguas residuais.
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Contents

The company's payroll system to reflect the efforts and results
Salary is not just salary. A modem salary system must both take account of

employees’ skilis and effort - and there must be the opportunity to reward and
recognize the very good results. pages

When the payroll sy hould be changed from public to private

Report from Skanderborg Utilities A/ S (Cal the Skanderborg Supply)
describing the challenges and how the business day. What is the reason for
introducing a new pay system? page 7

. What Pluslen?

See which challenges can fead to decision on new pay system Graphical

representation of Piuslen. page 9

Why new pay system in Skanderborg Supply?

Skanderborg supply stood eight agreements as effective unit was spun off into a povate

limited company legally. There could now be thought all cver again.

Interview with director Jens Bastrup:
“We niad to ge throunh 2 majer cultural exercise’
Interview with member of the payroll committee Niels Mikkeisen:

‘We ourselves help to define the content of our new pay svstem’
page 13

How introduces Pluslon

The three phases of Pluslan - clarification, design and implementation.
page 17

How did they do in Skanderborg Supply

Read about the three phases, the course 1n Skanderborg Supply.
page 20

Getting started with the new zalary system

Checkiist for other companies that are considering a new salary systeni. How to
get started

Specific advice and expenence from Skanderborg supply to cthers, to tackle the

transition from pubkhce to pnvate.
page 29
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company

efforts and results

Incustry’s reality has changed over recent years.
They produce across corders, collaborate with
suppliers around the world, demand new skills, the
need for increased flexibility and want to reward for

good performance.

The employee's role 1s also changing. Many find
that they can help to define the working day content
they engage, take responsibility for educating
themselves and making an extra effort when
needed.

All these factors should be the company's payroli
system also reflect:

Get inspiration for a modern pay system

DI and CO-industry consuitant jointly companies
how they can introduce simple, transparent and fair
pay systems that also has room for flexibility and

carrot.

payroll system should reflect the

Organizations consuitants visited and guided all
types of businesses - from large jobs in the process
industry for the minor blacksmithing.

This booklet is an example of such advice and the
process from start to finish in Skanderborg supply

that should have a new payroll system.

The booklet is also part of our overall package
PlusLon. Three other pamphiets expand on pay
systems respectively workers and employees and
the specific method to introduce PlusLan in the

company.

Se do not hesitate to contact DI and CO-industry, if
we are to help your company to infroduce a

modern payroll system.
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Utilities Skanderborg A/ S

Skanderborg Utilities A/ S (hereinafier referred to Skanderborg
Supply) has taken over the sewing obligation from the municipality

and produces 1 million. ms

drnking water annually te 6,000 households [ water meters. At the same

time deal with the 2.4 millicn. ms waste water that is being transported,
cleaned and discharged from 18.000 househelds. In addition, the
company is also the emptying of 2,500 helding tanks from household

cleaning in the open country.
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requirements

Once there was a job at ihe mumoy

fis

private hands, it Is safe

unheaval

ISO require a New pPayroll Sysiem

Skanderborg Supply is an example of such an
organization that has gone from being off entligt

auspices o be held in a private legal corporation.

A wave of privatization

Other known examples are postal, transport,
energy and telephony. Some companies have
closed. others were purely privaie, others are partly
state-owned. Market forces are unleashed.

In 2002 came the turn of the utilities. In
Skanderborg had water supply and wastewater
management is no longer just be a department of
the municipality, they serviced. It should instead be
an independent company, which would operate in
market terms, ie a reliable supplier of low consumer
prices and high customer satisfaction, deliver
increasad service and have an eye for the
environment and sustainable solutions. The
municipality was now just with the participants in
the boardroom at the new company.

far years to come. But as marny stale and mumicipal corporalions are separated or are in

Efarmiliar inkh ¥ 1
FITUHEr 102 1 1Ne munic

when the payroll system
must fit the new times and new

- it - - e -
Iy guaraniesa e

Skanderborg Supply was formed in early 2010 and
should now act as a private company, but the
municipai ownership. In the case of municipal
mergers was Skanderborg, Ry, Galten, Horning
and a miner pertion of the total brazdstrup
munictpality to Skanderborg Municipality:

In the company they have taken up the gauntiet
and now has a clear vision that can and must meet
the new reguirements. Skanderborg Supply hopes
to become one of the pest-run companies in the
supply industry.

But such a ransformation requires otherwise of
employees, and culturat difference was especially
evident when forced to 1alk salary system in the new
company. DI and CO-industry was therefore included
in.the company's process of building a new satary
system. Read more in this booklet how the goal was
reached.
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What PlusLen?

Wages in the company can and should have a motivating effect. PlusLan are both
nspiration and systematics to develop z framework for the compaliy's payroll system so

there is close correlation between the efforts. results and-eanings.

In 2002 PlusLen introduced as inspiration for new A maderanayral susiim has:-broad rsach

pay systems in industrial companies. The goal was Since many of the industry's companies have

to provide more opportunities for putting together chosen to Introduce PlusLon, Overthe past 10

the various elements of pay, so it responded better years, DI and CO-industry consultants thus been in
to the individual company's everyday life. Next to centact with a large number of companies in
PlusLan include both workers and employses. various industries to inspire and provide guidance

on how to develop new pay system.

Pluslen made up as follows:

Lentermometer
refated pay funclion-bassd Mapping the causes of the
Reiated pay e surcharge: | Function-is ‘ paysuccess of lack thereof.
Torthe job, fagelierperson. | supplementary to | Compares lpnsyste systems
relevant quaiincations. perform a particular in many enterprises and give
Reigledpay Is a personal function or task, . itenjoyed sary knowledge to
aliowance and oHaws the possibly fora . custornize the payroll system
InGiVidua empioyee. temporary period. ©infime,

Basic pay is pay for basic Job and-qualfication requiremens. The basic wage can be
the same 107 ail employees, of It may vary betwesn broad groups.
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Whether instructions, the fess wrought company or
a major food producer, the frame is the same. But
the content of the payroll system tailored to the

individual business needs and current challenges.

Crisis, cutbacks, restructuring

A desire or reguirement of both employees

and managemsnt

- MNeed for increased employee

flexibility and competence

- Largerjustice - too many subjective

Productivity on the agenda points.

There is at present a tendency that companies have

a special focus on producivity and therefore have

been more concemed with performance pay. Where ~ Noticeable and visible change

qualification wage is an investment in our people The goal is that when the new pay system is

and the future, then performance-fully fundad from introduced, there will be @ number of tangible and

day one and can easily be estimated if the company visible benefits 1o both management and employees

wanis io measure and reward for concrete action. Here mention businesses

Such adaptation includes PlusLen too. The e

possibilities are endless with 2 modem wage system - simple structure

that can contnuously adapted and targeted the . .
) ) - easy administration
wishes of management and employees pronty.

- Wide suppon

- Clear link between pay and

performance
- Supports corporate qoals

Why consider a new salary system? = Dbjective metrics

- ; Hlgn cellings In the payrol system,
Many different challenges may lead to the decsion . SRS Rt

to ntreduce a new salary system. DI and

CO-industry consultanis perceive eg. The

companies mentioned reasons: Take your temperature once a year

When the new pay system is a reality, says the time

. Changed forms is not quiet. Many factors can and will impact the

- Outdated pay system, for example. System.

piecework, unegual wages or salary

alone seniority Here is a tool - Lanteimometerat
- annually measurs satisfaction with the payroll
- Complex and time-consuming payroll » ) d
system. The conditions which are most important
system . . A .
for employee satisfaction and mativation, is

- Mo correlation between skills, efforts and mapped to measure, the system may have

achievements problems. Both employees and management fills
- The ceding haz besn reachad in tha pay system eacha qL!E-S‘IiD]'EI"IaITE o C|3H"f¥ whether

- no room for development
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How long will it take?

system works as intended. By measuring once a
year, you can monitor progress and adapt the Most companies want to get a sense of how long it
system as needed. In this way, the company takes to introduce a new salary system.
carefully document the effects of working with
payroll systems.
Unfortunately no clear answer: A payroll system
process is a process to be run in paralle! with the
daily operations. It is therefore devoted extra effort

A common interest in and working. Just as unpredictable factors can

achieving a good result come intc play at work. Switches, for example. a

The company’s payroll system should be based on new |T system aleng the way, there is change in
business objectives and opportunities - that 15, the ownership structure, you have the right data about
actual business basis. A prereguisite is that the the company or is sudéenly changed order intake.

payroll process sets the stage for a positive

cooperation between management and employees

for the success of the new pay system. It is always

a common interest to achieve a good result.
A rough estimate is that the guaiification should
typically salary could be constructed of 4-6 months
and wages resuit in 2-4 months.

Read more about the different phases in the payroll
process and look at page 20, how Skancerborg
Supply went to the task.

11
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Synergy and increased security of supply

Denmark has a so-calleG good water availability. This
makes it easy to set up his own small waterworks. Thase

are 2,500 of the country - itis the 50 in Skanderborg.

Several water companies merge these years to achieve
symergies and increase secunty of supply. At Skanderborg
Supply will also be happy to know the caoperation with small

water works.

We want to be a professional and modern utilities in
contact with citizens rather than just a number to be went

straight 2ses once a year, 'says CEO Jens Bastrup,
Skanderborg Supply.
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Why new pay system in
Skanderborg Supply?

the company lOoK leave of the municipal

v 1/

wayroll and went gver I Lan and confidence and
employee represenitatives went fo the
- We had to go through a major cultural exercise. - The payroll system to ensure that we can retain,
says the director of Skanderborg Supply Jens develop and attract qualified and motivated
Bastrup. The municipal payroll system was safe for employees the development of the organization,
the individual employee, but it did not necessarily and that we live up to our long-term objectives of
reflect 2 modern utilities in all its facets. payrell and HR area to make the company ready for

the new future as a private actor in the supply area,
says Jens Bastrup.

- When we went from being a local company to a

private-like utilities, it was also beginning to do

away with the mumcipal bonds in a number of

areas. One of them was pay. Since we arenotabig " the midst of a time of change

organization, it was an impossible task to hold onto. - We are In the midst of an exciting development,

and manage eight different arrangements that they which we have increased customer focus, think of

had 32 employees. The communal agreements was  new 1asks and in general make the company an

not up to date. effective player on the market conditions. It Is an
exciting and impartant cuitural exercise in which we
can and must be innovative in many areas - including
wage, says Jens Bastrup.

- We terminated the existing local agreements and

found that membership of Danish Industry was the

best for our business. We met DI and CO-industry, - Skanderborg municipality in the supply
and it was agreed to create a new pay sysiem traditionally been good at deiegating tasks, it may
based on DI's agreements and PlusLan system. be that we can manage o pull some of the tasks

pack te us. Perhaps we will need to hire new
people. And then cur wage system be fair, flexible
and transparent.

13
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our new pay system

- We will know from the municipal system where
senicrity and siep is defined iIn many years to equal
employment. It was easy to relate to - and what
would happen now ?, says operations assistant
Niels Mikkeisen, who has bean with the Salary
Committee throughout the process.

Areas of responsibility:
Skanderborg Supply 12 employees in drif ten work in teams
areund the clock every day of the year, where they monitor
and service the 200 km of water mains 1000 km sewage

pipes 8 purifiers 5 waterworks

150 pump statiohs

The working time of the employee operating ranges of dependent on
whether one is on duty: It has about every fifth week:

We ourselves with to have a definition of the content of

- Suddenly our reality become ancther, and we
should just get used to. Our company was a private
limited company and the like had to work on other
terms - even purely in terms of pay. Then we were

immediately skeptical.

- Conversely, we could also see that we had a
payroll system that was neither fair nor logical, and
where some performed the same tasks, but fi c
different pay, says Niels Mikkelsen.
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Shouid refleci quaiilications: - So there was a nesd for a pay system that

All employees of a utility performs an important job. reflected the diversity of qualifications. We 1ook up
They help to ensure the infrastructure of an entire the gauntiet and went serjously to the task - even
area. It requires toth a good overview and though it was a little difficult process at first.
flexibility. Some employees have day guards every

five weeks, where they monitor the entire supply

system and must be able to act if something goes - As aspecialistin our field, it makes sense that
wrong. Others must provide good customer service we are helping to develop the business under new
over the phone, while others need to make sure auspices, says Niels Mikkelsen.

that there is track of receipts and payments.

- And now we are also in the process of
considering what new tasks we can deliver to local
citizens, for example. could dredging for private be
anew service.

In future, the skills and
flexibility rather than seniority,
defining salary in Skanderborg

Supply ', says Niels Mikkelsen.
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PlusLon

To buwid and esi

and emplovees. Itis a process that can last from six menths io a year, where values, Work

VIS and «

From thought to action
A new salary system jsnota commocity thatcan be

pulled off the shelf. However, it is a thorough process
consisting of three phases

Development of a pay system with PlusLen

clarification

-At the red light stobped that up. The company is
consigering how I Wi go:

1. Business geals

2. Personne! Policy

UORESIUNLLIOD

Construction
When yeliow fight s made ready 1o rum:
1. Election of payrell /'salary elements

2. Sewection, definifion ana weighting of Wage

How introduces

1ges ale mapped

3. Wage policy: How are satary support 1and 22
4. Apply Lontermometer the current pay system?”

4

4. Testrating / trial.

implementation

By green pay aystem is gat in oparation:

2. Calculation of results (RBR)

L T T P T P E P P T P R TP TP PPy

.

v 4. Dstarmination of wages.

3, Training of managers. and possivie. empioyees

+. Descrighion of the system, 7 necessary. ine local agreement

- 3. Assessments and interviews (related pay)

strong commitment by bot

- clarification, design and implementation - which
helps to provide clanty and consistency. During the
process must be well informed

17
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to ensure support for the project. [n several places we Like the employees whe are to lead the system inte
have seen that missing or urlucky communication-can practice must be prepared for the job as
create resentment against an otherwise good payrof! ambassadors.

system. And then the forces of good wasted.
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Engaged in the process ieaders who both actively participate in all meetings
To intreduce a naw salary system |s therefore of the payroll system, but also has an obiigation to
greatly to ensuring a 'good process' underway. We inform and if necessary. In ¢raw other employees
suggest that you select a2 number of enthus:asts / and in general support the preject.

employees and
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How did they do in
Skanderborg Supply

and four different payroll sysie

nents

adaptations. The administration was fierce

The overall objective of the payroll system was that ~ BY creating a professional payroll and
it had to fit its new realities and chailenges and personniel management, for example;

coule - drawonstaff legal help from the
retain, develop and attract qualified and employers' organization.
motivated staff e development of the organization.
This should implemented through three main tasks: employer determines salary from the
cempany's current situation, not from

tradition or historic rules.

By providing better opportunities for
rewarding effort, for example.
By having a common, simple and coherent
& ensure fair and balanced remuneration . j )
solution in the business
custonuzed inserted and surroundings:
; - customized system to our company. taking
- focus on skills and perfermance rather than

into account all conditions.
seniority.

- opportunity tc deveiop performance-raiated pay system ) .
- asimple and practical sysiem; we can handle

and develop.

- relationship with other business systems
that benefit goals and skills.

- 100l that can ensure good dialogue on the tasks,

development, goals and rewards.

20
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Remember to orient at the

right time

Both management and staff have helped to define and
establish the framework for the new payroll system.
Lansystem Committee consisted of representatives
from management, empioyees and union
representatives fron; the four departments, so the
payroll system was tailored to the company’s everycay

life and work.

A few of employees say
about work:

- Taking part in the payrcll commiitee is a good
opportunity to influence and put a mark on the
new pay system. But it has also been a time

consuming process, where we sometimes have

felt that we spent many hours discussing us to
quite small, but important parts of the payroll

system.

Skancenbon Supply gets new pay system

It can be a little hard to inform its colleagues in
the process. Few pecple know that when we
have amved at a chart that looks fairly simple
out so it's been long discussions ahead en
every word included in the table ', says
operations assistant Torben Rasmussen, as
seen to the left in the picture.

I would definitely recommend that you inform
collectec about work when reached some
important milestones. For it is difficult to expiain
the many hours of work on @ rancom two minute
talk in the canteen, said operating assistant
Niels Mikkeisen.

21
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The new pay system

continuously developed as needed.

Base Salary

On appeintment places the company a new
employee at a relevant base salary which the
employee will be graded on the assumptions and
the background required for the job. There are two
hasic step - 'no training' and 'training’. The basic
wage makes it possible to reciuit employees
without relevant experience to a fair wage. which
rises when the professional skills ana experience is
cbtained.

Skanderborg Supply new salary system contains all four elements of PlusLon (Base

Salary. related pay. and Function-RBR). All elements are flexible and can be

function-based

At Skanderborg Supply, an employee also honored
with Function-if you perfarm a particular function.
Function wage is introduced o the relevant staff.
Eg. get an electrician now function-because of his
education.
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related pay

Qualification salary ensures that all employees - Collaboration

assessed from a number of jcb-related and personal If the employes s helpful to other colleagues
factors. At Skanderborg Supply has defined factors and show respect for other people's work?
as follows:

Helps the employee to a positive and
motivating atmosphere? |s the employse

job-related FACTORS receptive to others' ideas?

- The seventy of the employee's job.

- Knowledge / experience in performing each job.
= Initiative

Is the employee motivated and involvad in

- The employes's competence to make their work? Creates employes new

independent decisions in the job. . ; )
P ? solutions? Seeks employee influence their

own job content and development

department?
INDIVIDUAL RELEVANT FACTORS
- accountability
The employes conveys important information
nside job function. The ability to make a
- Service

planning of their own work - stay organized
Exhibiting employee care, tidiness when he / she
! ) is acting on behalf of the company - also in
- taking into account the most economically 9 PE
) 1t T T Y -
advantageous solution for the company. relation to the company's values? Shouldering the
employee tg follow customer inguiries to the door
= and pass them on to the appropriate responsidle
The employee can prioritize tasks?
departments | employees? Meeats employee
- inciuding distinguish betwean significant and

agreements with the customer, so the customer
Insignificant

has a good expenence of the company?

- flexibility
Is the employee willing to adapt to the ongoing
changes of the entity? Is the employee willing to
solve important / urgent tasks when scheduled

break [ day off?

The ability 2. changs the behavior | aifituds in order o achisve

a common goal

23
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Poit 1 2 8 10 15
Azssasment Not satisfied- Satisnieg- Well Much super
tory tory well well
There are prepared a thorough guice each employee evaluated with points from 1-15 in the
i how the manager gives points to a number of cifferent areas. and the results are included in satary
described and defined tasks. At the annual negotations.

perfarmance s

Mette Hansen, left, working with area Business and
Customers say about RBR: "We have even helped to
define our goals and thought that they were realistic. But

) v‘ré‘:live ina d@\amic world where that can happen
; somgthlng |.i_aexpected We have for example.
' , nced'i‘:':olonged fliness in the departmént and hpd
. al consuitants, the kind is not to

d this asa 'test year' and need to edit
Is again in a year's time. *
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RBR

Performance pay Is a whole new part of remuneration in

the company

Here, employees have even discussed what goals
they want as a basis for performarce pay, and in the
next process, the employees - who now works as
autonomous teams - even define how they will follow

up an the chosen target.

In the process, it is not a task for management to
determina or define how employees want to mest
their goals. Management's job is only 1o give some

overall goals of the company.

Performance pay is based on two

main business goals
- Following the rationalization plan

- Toactieve customer satisfacion

And four specific departmsnt goala:

Department gosls of Plan and Project:
- Effectve compliance with the

investmant budget.

- Number of projecis implementsd without

external adviser.

Departmental for Sewage:
- Water quality - anc to ensure such a small

sewage 1ax as possible.

- Implemented major services at pumping

stations.

Departmental for Drinking
- Reguction of ine water 1oss (optimally a water ioss of

& per cent)

- GPS indmaling wiring harness:

Deparimental of Business and Customers

- Must solve several tasks vourself and spend less

money on external consultants such as auditors.

- Treatment of invoices on time and thus

avoid penalties,

With RBR employees can annually receive up to

8,000 kr. As an extra bonus.
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Earnings Wages need to be developed ge an evaluation of goals and results in even better

Performance pay is currently running in the first reflect everyday tasks.
version. When the statement is done after the wm will

Skanderborg Supply foreta-

i\ From pump department says Niels, who
. ‘:_\‘regularly service the area's mahy pumping
stations: "‘We have introduced a chart on the wall
that provides a concise overview of the pumping
stations that are serviced, maintained and
repaired. In this way we can immediately see if
we reach our goal or not.

And we can help each other across, adds
‘orben Rasmussen. The form can also be

id for the various trolleys can keep an eye

other and maybe lend a hand, if we
at there is someone who is late. So we
etherto achieve common goals. '
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Getting started with the new

salary system

Many companies take far inlet before they decide
that now they have a new salary system. But the
decision itself is just the very first step. Be prepared
that it is 3 demanding and sometimes lengthy
collaborative process that lies ahead. Both the
director and employees to get to work when they
need to discuss, define, negatiate and
communicate a new salary system. But watch out -
the thorough process is ultimately helps to ensure 3

good result.

Famambar in the process:

- Toensure that the company has updated and
reliable data on the company's proeduction
(time, bonuses, job roles, attendance rates,
standard tmes, etc )

- Todevote the time needed to process and

prioritization of the work.

- Ifduring the process introduces a new [T
sysiem (eg. ERP MRPsysiemer), please note

that it often takes longer than estimated.

Hawve the necessary staff back-up. There

may be changes in staff duning the process.

Get support Tor the process from those

involved - managemient and employees.

Create understanding that it is important for the

company to get 2 new salary system

Engage and retain key personnel in the

pProcess.

Inform employees regularly about the new

opportunities

Keep the change - possibly. with
Lontermometer.

FPull on organizations lenkonsulenter in the

process if you need coaching or counseling
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Lessons from Skanderborg Supply

Other utilities, public-private companies and others
face in these years to a similar process as

Skanderborg Supply. To those Skanderborg Supply
also a number of practical advice for inspiration and

consideration.

Jens Bastrup:

- We had to start all over again to set targets and
make clear what it Is we value our employees. It
took a little longer than expected. But the task we
got inspiration from other utilities, for example.
Horsens water. Similarly, | also hope that our
experience will inspire others, standing in front of

the same culture exercise.

- The entire project has been time consuming, but
necessary. However, it has been difficult to keep
schedules at a busy time, and it has at times led

both talk, rumors and insecurity with him.

- The result is that our new payroll system pays
fair for skills and tasks and rewards for good
performance. | am proud that the employses have
been so commitied to develop the company to the
new times. This bodes well for our company, says

Jens Bastrup.

Customer Advisor Mette Hansen:

- Our payroll process has definitely cost us some
blood, sweat and tears. Itis probably necessary to
get out on the other side with a2 good result. But it

has to adjust to. There are no quick fixes in such a

process.

Operating Assistant Niels Mikkelsen:

- It's been a tough but necessary process for all of
us. Among the employees there were some who

thought that they had a reduction in pay.

- Today all accepted the new wage system and
many are really happy, some are not so
enthusiastic. It is not enough to avoid. But we will
never be able to go back to the old system, itis

excluded.

- Nowadays, assessments of individual employees
maore simple and fair. Previously, it was assessed
by three different leaders and it could be a mixed
experience. Now we have a single assessmeant
conversation from some fixed factors and we have

more dialog, where you can say from time to time.

- On a more general level, we have learned to
know one another in this process. Previously,
management well listen to us, but now we see that
both are listenad and acted. It is positive, says

operations assistant Niels Mikkelsen.
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7. Produtividade: como medir

Objectiva
Medida

Simples (KISS: Keep It Short and Simple)
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Factor 1 - Productivity

Purpose: To reduce labor costs. unit produced.

The graph below shows how the machine workshop's
Definition . .
productivity has developed in

2010.

praduction measured In the period

produced standard time x 100

productivity =
Overall time pericd o ; ; ;
A negotiation has established that the starting point (standard

benefit) for iIncome creation is 78 per cent., And the
department's productivity is 88 per cent. This would be reached

= the period of production is the sum of the felrEiizE sl

standardized time assigned for the production
Dimensions and standard output Is transferred to the table on page

50th
= the total period of time is the result of the group total

stamped working hours come-and-go-indstemplinger

Pet. 2010 2011

89 2010

t'..
a5 ‘.." Average 2010
-
'.'.‘ IEEEEE NI
a1 -

P Goal 2011 Productivity in
/\/‘\ R
.
-
77 .\ N f\ o**

73 4 v
69
65
Qrl. Q2. Q3. Q4. Q. Q2. Q3. Q4.
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example B

RBR contract manufacturer

Results Factor = Productivity / result - The theoretically calcufated packed porttal deducted
actually packed porttal. Difference number then

Far the cakulation of resultatdel foliowing factors are calkculated:
convested ta'a score by multiplying the difference

figure with the calculated point value per. gate. |

= Nethours spent "Norms, rales and paints systém”)

(Measured via the piston 53 weil as shon dayvaheat)

= Netpacked ports - Thecalcutated score value then is multiplied with
(Measured via ths filed [ finished reported production pay-per factor. point, ( “Norms, rates and points
otder forms / route maps) system”)

- Subseqguently, the-calculated theoretical packed
pocttal by taking peviod ¢consumed hours and The resulting value is the profit of ke, Per. hour.

dividing by the agreed standard figures

{Hours ger gay, Pon from the "Norms, ratea and points

system”)

241



ASSOCIAGAO NACIONAL DAS EMPRESAS
METALURGICAS E ELECTROMECANICAS

Vasconcellos e Sa Associates, S.A.

example C

principles

Performance pay of each employee depends on:

= all departments achieved per. month

plus

- the company's economic profit per. month

Course of action

1 Each department sets goals for production
tivitetsudviklingen which improves business

economics 2 The individual fund share

of the results is weighted in relation to each

other

3 are the company profit is calculated in

relative to the desired profits 4 Performance

pay for each employee

calculated

1 For each depariment establishes a scheme for calculating
of points - as in Example A.

Performance pay scheme based on productivity
and profitability for the whole company

Re 1. productivity 1

For each department providing various criteria related to

productivity:

The production department:
units produced

- quality

- waste

- delivery time

Sales Department:
Actual Sales / budgeted sales
actual selling price / sales price calculated

actual costs / budgeted costs

Economy [ loss:
delivery of maonthly reports
average credit

actual costs / budgeted costs

Product development:

obtained margin / budgeted margin

new patents / expected number of patents

actual costs / budgeted costs

projects on time / completed projects
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1. Overall productivity performance for the entire company

Department Weight percent. Result: Point (w x result)
Production 40 600 240
sales 20 650 130
Economy / loss 10 500 50
Product development 30 400 120
Total 540

2. Economic result

Surplus 1.8 mill. kr.
Required profit before payment of performance pay 1.4 mill. kr.
Basis for RBR 400,000 kr.
Maximum profit share to the employses: 35 per cent. 140,000 kr.

3. Performance-per. employee

540-300 (nomm)

Performance-total: 140,000 kr. X = 48,000

700 (possibly profit)

48,000

Performance-per. employee: = 1500 kr.

32 people

1300 points are standard. The maximum achieved 1000 points
per. department, ie that the profit potential is 700 points.
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8. Tempo de entrega: medicao
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Factor 4 - Delivery Compliance

Purpose: To ensure customer time delivery and to - where the number of delayed orders is the sum of
strengthen compliance with delivery times result between the orders exceed production plan delivery for group
the groups.

- the number of orders is the sum of production arders

delivered on time
Definition

) ) number of delayed orders x 100
Delivery Time =

The graph below shows how the delivery observance has

compliance number of aroers [n tota evolved in the machine shop in 2010.
A negotiation has established that the starting point
(standard benefit) for income creation is
6.0 per cent., And the depanment's goals for delivery compliance is
3.0 per cent. This would be reached before the end of 20771.
Dimenslons and standard output 1s transfemed to ihe table on page
50th
Pet 2010 2011
6.5 ——
6.0
'0
0’. —
55 ‘s, fruast 9010
- *
... AEEEEEERD
-
*s Goal 2011 Delivery
5.0 Yo,
L
0“
45 *o
0..
*
'.
4.0 ¥
0..
‘l
3.5
3.0
Ql. Q2. Q3. Q4. art. Q2. Q3. Q4.
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9. Qualidade: quantificacao
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Factor 3 - Quality

Purpose: To ensure compliance with company and
customer quality requirements and to work for the
development of an ever higher quality.

Definition

period claims x 100
quality =

revenue for the period

- where complaints period is the sum of the costs incurred
in a period due to remedies for quality defects

- wherein the reaction period is the sum of the invoiced

The graph below shows how the quality of the company
has developed in 2010.

A negotiation has established that the starting point
(standard benefit) for income creation is
6.9 per cent., And the department's goals for quality

5.0 per cent. This would be reached before the end of

2011,

Dimensions and standard output Is transferred to the table on page

50th

Pet. 2010
75 }

2011

Quality 2010

7.0
|

Average 2010

Goal 2011

6.0

55

5.0

45

art. Q2. Q3. Q4.

Qrt.

Q2. Q3. Q4.
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Result = Quality Factor (Q)

- Q Seppheeneot is 3 Supplameel (0 be granied per. bowr,

- Paramaters for evaiuation; 1: Dents. 2: Scratches, 3
Assemily. 4 Finish - general suface assessment

{Dirt, swarf elc.} 5: €:

- Thesampls of 2 (or more) paremeters that are ussd
in a given peniog of ime - can be subsaquently

raplacad with others:

door types; waighted accerding to units ofih.

-adow 0, 3 or S points per, port Madmum achievadle $0
points per, control peniad. Is one error per, pert that
requites discarding of component | component, thers
can be triggered points for the product.

- Chacks carried cut by the quality depariment.
Checks are camed out immadiately before packing,
but will also perfarm quality control of packaged
praducts. Vhen thacking refating 1o the quality
supplement, there will always be attendled by a
production worker,

- lsperformad panodically (14 days) controls a plurality of

Norms. rates and points system
1. Negotlated “Zero Point” (Stendard figares):

X, XX per hour. gate.

2. Negotiated payment factor;
xxx kr. per. point.

The rates in 1& 2 sold via the local wage
nagotiations.

3. Seoring:

The percentage disinioution of the three categories is
drawn from the histoncal matenal.

Average points per, gate; 1510

4. Q-sysiem:

Negotiated paymant per. point:
xxx kr, por. Q points,

Maximum @ Suppiement can ba: xx, xx kr. Per, hour,

Payment rae negotiated via the local wage
negaiiations,
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10. Lucro: sistema baseado no desempenho

de toda a empresa
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example D

Profit Sharing Scheme

Example of the local agreement

This scheme is an offer for the company's employees and
is given by the Company independently of labor
agreements. The scheme is in principle approved by the
General Assembly, which has left it to the Board of
Directors and to set guidelines for the initiation, cessatian,

content and interpretation.

§1
The purpose of the profit sharing scheme is to motivate
employees to contribute to the company's continued

operation through enhanced cooperation and efficiency.

§2
In excess, defined below, paid part of that to the

employees by the given below guidelines.

§3
BONUS / profit-sharing scheme covers all employees,
who have six months of service in the company. Full

bonus is reached after 18 months of employment.

For the following employee groups, the following applies:

- Young workers under 18 regardless of function and / or

employment status will be 30 per cent. the full bonus

- Employees employed par - calculated over the entire
financial year receive a bonus in relation to the eamed

hours

= Employees employed with all or part public
subsidies or engaged in any form of rehabilitation
gets bonus for the company’s labor costs measured

throughout the year

- Employees who resign during the financial year

are eligible faor bonus prorated for the financial year

§4
Payment takes place directly after the Annual General

Meeting.

§5
The basis for calculating the bonus is the company's audited
financial statements, prepared in accordance with the Annual

Accounts Act.
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§ 6 Bonus appears as feliows:

- Bordsamount 102 10 X percent or the vear

cakutates as Tliows

-Earmings before Misrest ane 13X and defore
finiancizi dispotioner

-Reduced with'a 16fum on equily

- As well 35 adjusted for extracedinary items

- Refum on equity stood yy pes cent. aad
calculated on equity, beginning of year

- Adusiment for exiraordinary fems decided by
the Board

Bonus distributed then prorated o0 2ach bonus sigbie
empioyes.

§7
Interpretation of the boaus scheme made &y the beard and
rmanagemeni.

§8
The scheme is one year and can be canceled with two
meahs netice 1o the enc of 2 month prior 0 the sianof the

year.

B

8

wn

The Company underiakes quartenly informing employees
with 2 view to:whether earnings are expecied fo result in

tziggering the bonus.

Nyby. xoc. month 201Y For the
oompany
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11. Reduc¢ao de custos: exemplo
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example E

cost reduction

These simple models can be used in all industries, both

large and small companies.

Business need here is to get the cost reduced. The

company and its employees share the prize equally.

example 1

Reducing costs

Sales 240,000 kr.
estimated costs 85,000 kr.
current cost 70,000 kr.
bonus Pool 15,000 kr.

(85.000 1o 70,000)

The company's share of 50 per cant. 7.500 kr.
Tne employees’ snare of 50 per cant. 7,500 kr.
example 2

Reduction of costs for electricity, water and heating

(Kr). Budget realized savings

El 5000000 4800000 200,000
water 1000000 950000 50,000
Heat 750000 775000 25,000
Total 6750000 6525000 225000
The company's share of 65 per cent. 146250
The emplayees' snare of 35 per cent. 78750

253



i o ::.*x?:l'_l.lu.;-_'s_:-‘. VS
’ PR LRETIINN

ASSOCI{\(;AO NACIONAL DAS EMPRESAS B A
METALURGICAS E ELECTROMECANICAS Vasconcellos e Sa Associates, S.A.

12. Multiobjectivos: produtividade, qualidade

e servico
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example F

Improvement in productivity, quality and

customer service

The company in question have difficulty coping with price
competition. The company needs to improve productivity,
quality and customer service (delivery). The group

measured in terms of the following metrics:

- Production
- Quality

- Delivery of measurement criteria - minimum, standard and
maximum - are shown in the table below.

As stated, the goal is that the cost per. unit reduced and

that both quality and delivery compliance improved.

- Achieving the targets of minimum levels of all three

criteria triggers a bonus of 1 per cent. of salary.

= Achieving the goals of the standard level for all three

criteria triggers a bonus of 2.5 per cent. of salary.

Performance-related scheme:

cost
per. unit
i i i i
! \ ! 110.0
; , Delivery X
| ' |
60 : _—!— : 9.5
| 1 1 1
o Il
| : : quality 1 9.0
I I I I
IDLJJA“'L)'. Dl:“w:l_-,': : :
i i i i
0 i : : i 85

' Minimum Nbrm maximum 80 100

- Achieving the goals of maximum levels for all three
criteria friggers a bonus of 5 per cent. of salary.

- Achieving cost / unit of minimum quality standards and
delivery compliance to the maximum, triggering a
bonus of 2.84 per cent. of salary (0.34 pct. +

0.83 per cent. + 1.67 per cent)

Minimum norm Maximum
measurement criteria Performance Bonus Performance Bonus Performance Bonus
Cost per. unit 10.25 KI. 0.34 per cent 9,80 Kr. 0.83 per cent. 9.20 k1. 1.66 per cent
OLIC!”I)" 79 per cent 0.33 per cent. o percent. 0.83 percent 95 percent. 1.67 percent.
De very Compli:{nce 90 per cent 0.33 per cent. 94 percent.  0.84 percent 497 percent. 1.67 percent.
bonus 1.00 per cent. 2.50 per cent. E.00 per cent.
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Payment basis and weighting

The maximum achievable performance-fixed for example Max. score 1000 points
to 20.00 kr./hour by 100 per cent. goal achievement, Kr. per. point 20,00/ 1000 = 0,02 kr.
providing a factor of 2 points ear, as per the following table.
The following table's emphasis on performance factors and
payment factor is transferred to the table on page 50th
The relative importance of each factor is conferred, are

listed under "weighting".

Factor no. Text weighting Max. kr./t
Productivity 50 per cent 10.00
2 material Waste 15 per cent 3.00
3 Quality 15 per cent 3.00
4 delivery Compliance 20 per cent 400

256



¢ gl AL EN V S
' AUCELFEIIEEN

ASSOCI{\(;AO NACIONAL DAS EMPRESAS B A
METALURGICAS E ELECTROMECANICAS Vasconcellos e Sa Associates, S.A.

13. Vendedores: sistema de incentivos
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example H

Performance pay for sellers

COPY A/ S sells forms and performs copy service for the
professions (law firms, accountancy etc.). The company
has multiple sellers and each has their sales area. In
recent times the company's profits every year diminished.
The company also maintained its reward system. The
reward depends on the seller's turnover, and of course
selling the vendars products that most easily can sell.
These products do not have the highest profit margin. The

other products, by contrast, a very high profit margin.

The management team analyze the situation and make
the following proposal for a new reward system for their

sales staff: 1 In the strategic sales plan establishes the

future sales size, profit and other significant sales
targets. New business areas or new product also

determined

2 The minimum and maximum dimensions possible for

sales down

3 The fixed basic wage based indi-

elt at seller's market and seller's skills

4 Norm basis of sales determined on
based on studies and its ability to reward and cost of
sales. The minimum and the maximum of the reward
is determined based on the total minimum and
maximum profit, sales growth, new sales areas and

other objects 5 company prepares a sliding

scale of targets for individual reward, from lowest
estimated sales and targets for highest sales and

reward 6 reward system continuously evaluated and

communicated to the vendors
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Example:

A. The expected maximum dimensions are 12 new
customers and a profit of kr. 500,000 based on sales

of kr. 5,000,000

B. Minimum Sales are six new customers and a profit
of kr. 200,000

. There are four vendors whose average fixed salary is k.

300,000 per. per person. year

D. At a profit of kr. 500,000 before bonus will COPY A/ S
pay kr. 120,000 in reward. There will not be paid a
benus if the minimum targets are not met. Achieved
the minimum targets will be paid a bonus fotaling kr.

30,000 E Sales groups' annual targets are:

Surplus Group Bonus
100000 0
200,000 30,000
300000 60,000
400000 §0.000
500000 120000

Wage policy for sellers

COPY A/ S 'philosophy is to provide sellers with a total
compensation package that is among the best on the
market. The company believes that the desire to be the
leader in this industry is best achieved through highly

motivated and trained sales staff.

To achieve this will COPY A | S to pay the personal
individual salary, benefits and rewards that enables sellers
can increase their total compensation package

significantly.

Sales Target
- More profitable orders

- Increased revenue from existing customers

- New customers
- Increased market share

- Increased coverage

Sellers’ pay package is built around:
--REeal wages

- Bonus

- Employee bensfits

- Special rewards

The fixed individual wages are intended to ensure a steady
income and 1o reflect sellers' individual experiences and

competencies within their sales territory.

Sellers' performance will be assessed annually based on:

- Number of arders

- Cusiomar Sanvice

- Problem solving
- Communication

- Cooperation

Wage increases will be determined on the basis of

performance and current wage levels.
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14. Servi¢o: como incentivar
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b o

example |

Performance-service personnel

general section

This is an example of a payroll agreement between a Employees are hired to perform a service technician work
company and its employees. Pay system is described in and work based from home.
detail below. The company pays employees

= Working hours starting 30 minutes after driving

= Base Salary, negotiated individually from home or if arrival is earlier, at the start time of
S RBR calculated department by department a customer.

from negotiated criteria as described in = Working ends at the completion of the work

Annex 1 at customer.

= Performance-related individual, from negotiated criteria

asdescnbefnAnHex 2 The employee is equipped with

= Service car equipped with appropriate tools

The purpose of this performance pay agreement is 1o follow the and spare paits

company’s mission and vision. There is therefore established the
- PDA and cell phone
foliowing measurable factors:

= Relevant technical aids

|. Productivity. Goals are increased productivity and . .
Employees are hired by the Industrial Agreement.
utilization of resourserne

2. Quality. Goals are to remain high and

improved quality
3. Cooperation. Goals are good cooperation

4. Costs. Goals are more focused on cost / cost
reduction

8. Customer Satisfaction. Goals are a better customer service

and satisfaction as well as focus on additional sales
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Annex 1

Salary-service personnel - department by department

Performance-section wise calculation. Performance pay is calculated per. guarter. Performance
pay is negotiated to max. 18, -kr / hr
For employees in Section A the following is agreed RBR scheme based on the following

factors:

1. Attendance

2. The profitability in terms of the department's margin |1

3. Upsell

These factors are weighted as follows: Re first

40% max. 7.20 kr
At a second 30% max. 5.40 kr
Atatnirg 30% max. 5.40 kr

Re 1. Attendance Percentage calculated according to the following schedule:

Attendance Percentage (percent ) 96 a7 a8 99 100
RBR (pct.) 25 50 75 85 100

Ad 2. Performance pay is calculated according to the following schedule:

Gross marngin (per cent.) 105 110 115 120 125

50 75 as 100

I
(44

RBR (pct.)

Re 3. Performance pay for additional sales calculated according to the following schedule:

Agaitional sales (1,000 kr.) 200 201400 401600 601800 = 800

RBR (pct.) 25 50 85 100

=i
(1]

Calculation example: Ad first

Meassured to be 96 5 per cent. == 7.20 kr. X =025 1,80 kr.
At a second calculated for 111 per cent. == 5.40 kr. X =0.50 2.T0 Kr.
At a third calculated for 350,000 kr => 540 kr. X =0.50 2.70 kr.
A total of RER for the group (1.80 + 2.70 + 2.70) kr. = 7.20 kr./hour
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Appendix 2

Salary-service personnel - individually

Performance pay is negotiated for max. 30, -kr / hr
RBR individual part. Performance pay is calculated per. quarter.

The purpose of this performance pay agreement is to follow the company's mission and vision.

There Is therefore established the following measurable factors:

First increased productivity and utilization of resourseme
2nd  continued high and improved quality

3. Good cooperation

4. costs

5. customer and service awareness

These factors are weighted as follows: Re first

30% max. 9, -kr
At a second 20% max. B, -kr
At a third 20% max. &, -kr
At a fourtn 20% max. B, -kr
Atanmn 10% max. 3, -kr

Employees are hired to perform service work and start working from home. The employee is equipped with

= Service car, equipped with appropriate tools and spare parts
- PDA and cell phone

= required education

Re 1. The productivity is measured according to the following formula:

MNumber ¢f service fasks measured In standard time / elapsed ime
- Where the work is the number of completed tasks in the pay period
- Where standard times for each task is known and is shown in Annex X

- Where the elapsed time is the total hours worked, paid wages for

norm Elapsed time Productivity 100 per cant. 105 per cant. 110 per cant. 115 par cant. 120 par cent. 125 per cant.

0 kr. 2.00 kr. 4.00 kr. 6,00 kr. 8,00 kr. 9,00 kr.

* :] Productivity = ({standard time - time consumed) * 100 / standard time) in%
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Ad 2. The guality is measured in the number of complaints in the period

= No complaints equals 100% bonus B, -kr
- One and two complaints gives 50% bonus 3, -kr
- Three and more complaints give no bonus 0, -kr

Re 3. The cooperation is measured by, how many offers of assistance and / or contacts for help to colleagues that are given

in the period. There must be a bulletproof method for recording assistancerne.

The goal is that the installer instead of driving home after last scheduled task, and if there is unutilized working back,
offering support to a colleague or to the company's employee that manages employee scheduling, or salves a problem

that the installer itself has sold . Performance pay is calculated from the following:

- 1-3 assists gives 25% of max 1.50 kr
- 4-10 assists gives 50% of max 3.00 kr
= 11-16 assists gives 75% of max 4.50 kr
= 17-> assistances provides 100% of max 6.00 kr

Ad 4. Performance pay for costs measured fuel consumption per. km, vik.omk. by replacement investment,

damage to the car, mobiltelefonomk.

Table for the calculation of cost for the employee

1012 km /1 1214 km /1 14-16 km /| >16km/ |
fuel consumption
25 per cent 50 per cent. 75 per cent. 100 per cent
<2.000 pa DKK 2-3000 pa DKK 34000 pa DKK > 4,000 pa DKK
utility costs
100 per cent. 75 per cent. 50 per cent. 25 per cent.
0 years 1 year 2 years =Ears
number of injuries
100 per cent. 66 per cent. 33 per cent. 0 per cen
0-2000 pa DKK 2-3000 pa DKK 3-4000 pa DKK > 4,000 pa DKK
Mobiltif.omkostninger
100 per cent. 66 per cent. 33 per cent. 0 per cen
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Ad 5. Customer service and satisfaction is based on customer feedback.

Performance pay is calculated based on the following:

- 100% - 95% satisfaction gives 100% bonus 3.00 kr
- 94.99% - 90% satisfaction gives 50% bonus 1.50 kr
- 0to 89.99% satisfaction gives 0% bonus 0, -kr

Specific example of the calculation of performance-:

Performance pay has previously written, negotiated to max. 30, -kr / hr

It will mean that the technician Niels Nielsen RBR will be as follows: Ad first

MeasUred at 117% == 6.00 kr
Atasecond  no complaints => 6,00kr
At a third 8 assistances == 3.00 kr

Al a fourth Cost:

Fuel tool Consumption injuries Mobiltlf.
15km/ 2600 pa DKK | hurt 2000 pa DKK
Profit factor Profit factor Profit factor Profit factor
0.75 0.75 0.66 1
RBR = 6.00 kr x (0,75x0,75x0,66x1) = 2.23kr
Atafifin Satisfaction rate measured at 94% == 1.50 kr

Total RBR for fitter Niels Nielsen (6.00 + 6.00 +
3.00 +2.23 + 1.50) kr = 18.73 kr / hour
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15. Sazonalidade: programas para estas

empresas

Resumo

Samson Agro, dedicando-se a maquinaria agricola e semelhantes, tem vendas

sazonais sendo uma parte significativa dedicada a exportacao.
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new pay system

PlusLgn in practice
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Salary is not just salary. A modem salary system must both take account of the
employees' qualifications and expernence - and have the opponunity to reward and
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payroll system did not work appro priate, therefore Samsom AGRC now updating the
payroll sustem

Interview with director Jens Lauridsen:

"There may well be something to strive for."

Interviews with union rep i} and p

“Qur old payroll system had reached the ceilling.” page 13

How introduces PlusLen

The three phases of PlusLan - clarification, design and impiermnentation page 17

How did they at SAMSON AGRO

Read about the three phases, the course at SAMSON AGRO. page 20

Getting started with a new salary system

Checkiist for companies that are considenng new pay system. How to get
started. SAMSON AGRO provide specific advice to other businesses who also
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company

payroll system should reflect the
efforts and results

A -~ kel 3 o0 R A APELS 15 APETLS . L A, CETNET I APRT L VO 7 ) i AL
Al EOMpErHes Nave a posinon Ofn wades. Whether j/is about senjoriy, compasifions oy

Frriie i fhom will shusue Be thaoahi R0t B the ramaant wanic in ramiinarsis e
bonus. sp there will always He thought about how ifie company wanis o remunérale #s

Industry's reality has changed in recent years. They
produce across borders, collaborale with supplisss
around the worid, demand new skills, the need for
increased fiexibility and want to reward for good
performance. The employee’s role is aiso changing.
Many find ihai they can help fo gefine the working
day content they engagce, take responsibility and
training and provides the exira mile when needed.

All these factors should De the company's payrol
sysiem alse refiect.

Get inspiration for a modern pay system

Dl and CO-indusiry consuliant iointly companies
how they can Infroduce simple, transparent and fair
pay systems that also nas rcom for fiexibility and
CamoL

(A28 I3 o) o nncethilo 1 » ¥ o TS st ife P y
VWit FIUSLen JTis possibie o molivate, refam and rewarad s employees - 1al

The consulianis visited and guided all ivoes of
businesses - frem large jobs in the procass industry
for the minor blacksmithing.

This Dookiel is an exampie of such advice and the
pracess from sfari to finish at SAMSON AGRO.

The booklet is also pari of our cverall package
PluslLen, Thres other pamphiets expand on pay

sysiems respeciively. workers and employess as
well as the specific methaod 1o introduce Plusian in

the company.

So do not hesitate to contact Dl and COindustr, if
we are to help your company io infreduce a modem
payroll system,
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SAMSONAGRO A (S

SAMSON AGRO s a8 modem manufacturer of agricultural
machinery - fedilizer, manure spreaders and 1ools 1og the
freatmant af manure:

The company & based in @ newly bull headquanters in Viborg

end consiats of four marged companies with-a totsl of about

130 employes 18 - both hourly wWorkars and sakaned employaes,

SAMSON AGRO splls its progucas 31 home and-atroad In

2070 they hat s Wasover of approxumately-200 mimcn ki
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When the payroll

system needs
updating

SAMSON AGRO characteristic green slurry and manure spreaders catches the eye at every

turn in the countryside. Over 65 years the company has developed and supplied

environment-friendly products for agriculture at home and abroad. Inside the walls is the time

to further develop the systems for the 8Q hourly-paid prociuction waorkers

The financial crisis was hard on many. This aiso
applied to farmers worldwide who suddenly held
back on buying new farm machinery. The labeled
SAMSON AGRO who might take the dismissal of a
large number of employees in

2009. The company’s reality changed dramatically.
Fortunately, there are budding belief in renewed
growth in export markets.

"Growing together" has SAMSON AGRO slogan
sounded since 2010. The term describes the
products that ensure growth of farmers' crops - with
respect for nature. And the term frame also the
medarbejderand prevailing in SAMSON AGRO.
That one only

develop, produce, sell and deliver the ton fertilizer
and manure spreaders by joint efforts and team
spirit,

Precisely the joint effort and team spirit will
henceforth be refiected in the company's payroll
system. It does not work today, where good enough
is a possibility of reward and recognition, but the
pay system has outlived its more motivating role.

Both management and employees will therefore seek
a new salary system that better reflect the sveryday

management and employees find themselves.
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What PlusLon?

Wages in the company can and should have a motivating effect. PlusLan are both
inspiration and systematics to develop a framework for the company’s payroll system so

there is close correlation between the efforts, results and earnings.

In 2002 PlusLen introduced as inspiration for new Amioaem payroll systam Jie s Keoad rasch

pay systems in industrial companies. The goal was Since many of the industry's companies have

to provide mare opportunities for putting together chosen to introduce PlusLen. Over the past 10

the various elements of pay, so it responded better years, DI and CO-industry consultants thus been in
to the individual company's everyday life. Next to contact with a large number of companies in
PlusLen include both workers and employees. various industries to inspire and provide guidance

on how to develop a new lansy-

Elements of PlusLen

Lantermometer

Mapping the causes of the
pay success or lack thereof.
Compares lansyste systems
in many enterprises and give
it enjoyed sary knowledge to
customize the payroll system
in time.

R R R e
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system. Whether instructions, the less wrought
company or a major food producer, the frame is the
same. But the content of the payroll system tailored
to the individual business needs and current
challenges.

Productivity on the agenda

There i at present a tendency that companies have a
speacial focus on productivity and therefore have been
more coneerned with performance pay. Performance
pay is fully funded from day one and can easily be
estimated if the company wants to measure and

reward for concrete action,

If you choese instead to focus on qualifying waages,
then it is a long term investment in our people and
the future, which not only look at the results, but the
whole range of competencies. Such adaptation
includes PlusLen too. The possibilities are endless
with a modern wage system that can continuously
adapted and targeted the wishes of management
and employees priority.

Why consider a new salary system?

Many different challenges may lead to the decision
to introduce a new salary system. DI and
CO-industry consultants perceive eg. The
companies mentioned reasons:

- Changed forms

- QOutdated pay system, for example.
piecework, unequal wages or salary alone

seniority

= Complex and time-consuming payroll

system

- No correlation between skills, efforts

and achievements

- The ceiing has been reached in the pay

system, no room for development

- Crisis, cutbacks,

restructuring

- Adesire or requirement of both employees

and management

- Need for increased employee

flexibility and competence

- Larger justice - too many subjective

points.

Noticeable and visible change

The goal is that when the new pay system is
intraduced, there will be a number of tangible and
visible benefits to both management and employees.

Here mention companies such as .;

- simple structure
- easy administration
- Wide support

- Clear link between pay and

performance
- Supports corporate goals
- objective metrics

= High ceilings in the payroll system.

Take your temperature once a year

When the new pay system is a reality, says the time
is not quiet. Many factors can and will impact the
system.

Here is a tool - Lentermometeret
- annually measuring satisfaction
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payroll system. The conditions which are most payroll system. It is always a common interest ta achieve a
important for employee satisfaction and motivation good result.

are mapped to measure, the system may have

problems.

How long will it take?

Most companies want to get a sense of how long it
Both employees and management fills each a takes to introduce a new salary system.

questionnaire to determine whether the system is
working as intended. By measuring once a year,

you can monitor progress and adapt the system as Unfaortunately no clear answer. A payroll process is
needed. In this way, the company carefully just a process

document the effects of working with payroll - a parallel activity in which forces to be depaosited
systems. and working hours. Like many different - sometimes

unpredictable - factors come into play at work.
Change to the new IT system along the way, there
is change in ownership structure, you have the right
A common interest in data on the company, there is suddenly changed
achieving aigood resuit order books or something completely different.
The company's payroll system should be based on
business objectives and opporiunities - that is, the
actual business basis. A prerequisite is that the

payroll process sets the stage for a positive A rough estimate is that the qualification should
cooperation between management and employees typically salary could be constructed of 4-6 months
in order to succeed with the new and wages result in 2-4 months.
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No company can change 2 pay aystem
from one day to the athar. Such a declsion
must mature bofors it dan get sarious about it
But then It has to be done properdy, suys
Prasidant. Dirsctor Jans Lauridsan, SAMSON
AGRO. :

When the bell rings ..

In SAMSON AGRO 18,500 m : big black, modem factary
buliding with sound betwesn rogms a very loud sound

It comes from the massive ship's bell, as-sellers put
vibrates when they will tell you that a new ordar 1o
the factosy have come in houss,

275



aneme

S MADS BN IR 2 3
LR LBEIYIEN
ASSOCIAGAO NACIONAL DAS EMPRESAS
METALURGICAS E ELECTROMECANICAS

Vasconcellos e Sa Associates, S.A.

Why new salary system with
SAMSON AGRO?

AMSON AGRO introduced in 2003 a new satary system where the elemenis and performance-refated

0

pay was included, Eventually it turned out that the share of the payrolf system did nat function

appropriately. therefore Samsom AGRO now Updating

management are satisfied

The payroll systemn should support the company's
goals and fit strategy. The exercise was SAMSON
AGRO front.

- A new salary system is an opportunity to start
fresh - and wash the slate clean, says President.
Director Jens Lauridsen, SAMSON AGRO,

- Actually, we have long been signs of a common
new pay system, even tried with some changes
himself, Our existing payroll system undoubtediy
had worn itself, and the company has changed a lot
since the original salary system was established.

- Salary affects us all - and there is great interest
from all sides. It will probably always be a "process”
in which some would like to change a lot, other any
stick with what they have. The dialogue on this is

very important.

) the payroll system so that both employees and

"I think it is good that DI and CO-industry comes
with a common system / work tool, so we stand
strong against employees - and it benefits the
process when we can say that the outcome is the
result of a collaboration between the trade unions
and employers. "

About survival

- We will also have a business in 5 years, so we
have a common interest in retaining jobs and
ensuring the company's survival. The payroll
system must be flexible and adaptable and it must
motivate employees to be at work.
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Our old payroll system had reached the ceiling

-

For employees were working on the new pay

syslem a welcome opportunily to reclify

averything that is not functioning properly

- SAMSON AGRO is the result of a merger of four
very different companies. And these original
companies also had very different wage levels and
titles. The modified lcoked at in 2003 by creating a
unified pay system for the company, but the

solution was unfortunately not optimal

or appropriate, it turned out, when we started using
it, says union representative John Jakobsen, who
works in the weiding department.

- In the payroll system triggered "more points"
automatically "more money". And soon reached the
ceiling. So both management and employses were
dissatisfied with the system where assessments

were not always a realistic reflection of reality.

- So we had to dig deeper to establish a new
salary system.

s — ————————— |
Working hours and tasks:
Slurry and manure spreaders are typically supplied in
the spring. Therefore works SAM SON AGRO 80
eemployees in pro production typically 42 hours per
week in the winter and 32 houts a week in the
summer, which is low season.

The tasks are:

Welding, assembly, development, data quality control,
storage and defivery of services.
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Everyone should know how they are assessed

For process manager Ronald Tettrup is a new count in the assessment, will make it visible to
related pay high on the agenda. "The old system anyone what the company needs and watchman. It
hung on the individual process managers' should be open to all who can do what. So we can
subjective assessment, and then it was quietly better help each other in everyday life, when it is
watered down, because there was a common known and clear who can be approached for which
understanding of how to assessed employees,” tasks. It improves collaboration and community in
says process manager Ronald Tettrup. everyday life.

- So alone in raising the skill wage will be a major
step forward. Making visible the skills and
qualifications and what factors

By improving qualification wages, we take a big step

forward, says process manager Ronald Tettrup.
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How introduces
PlusLgn

To build and establish a new salary system requires strong commitment by both management
and employees. It Is a process that can last from six months to a year, where values, work

practices, myths and challenges will be identified ..

A new salary system is not a commodity that can be ORIENTATION - which helps to provide clarity-and
pulled off the shelf, However, it is a thorough process consistency. During the process shouild be informed
consisting of three phases thoroughly to ensure support for the project. More

- clarification, design and implement

Development of a pay system with PlusLen

§ clarification

3 Atthe red light stopped that up. The company is
2 : Y
% considering how it will go:

= 1. Business goals

<}

3

2. Personnel Policy
3. Wage policy: How are salary support 1 and 22
4, Apply Luntermometer the current pay system?

Construction
Whien yellow light is made ready to run:

1. Election of payroll / salary elements

2. Setection, definiion and welghting of Wage equations
3. Training of managers and possible. employees
4. Test rating / trial.

implementation

By green pay system is set in operation:

1. Deseription of the system, ifnecessary. ine focal agreement
2. Calculation of results (RBR)

3. Assessments and interviews (related pay)
v 4_Determination of wages.

B e e e e P I e R R R S R R P PR P PRSP
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places we have seen thal méssing or unlucky Like the amployesas who are 1o lead the systam into
CoOMMUNCAON can create reseniment against an practice must be preparad for the job as
otherwise good paywll system, And then the forces of ambassadors
good wasted,
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Engaged in the process and managers who both actively panicipate in alf
To introduce a new salary system is therefors meetings of the payroll system. but also has an

greatly 1o ensuring a "good process” underway. We obiigation to inform and if necessary. inveive other

suggest that you select a number of enthusiasis / employees and in general will support the grojsct
staff
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How did they at
SAMSON AGRO

Related pay and salary system had for years been a recurring point of discussion at

SAMSON AGRO. The results of the many discussions was that both management

and employees wanted inspiration and help to develop a new salary system.

DI and CO-industry were summoned to support the

process, which in total has lasted half a year.

clarification phase was relatively short. It was obvious
that there was a common desire to establish a new
salary system, and it had would be based on the
elements of PlusLan

- The Industrial Agreement. A Remuneration Committee
with production director. HR manager and two stewards
were reduced. There was also a process manager and HR

assistant with the remuneration committee.

At SAMSON AGRO began to define what elements
they wanted to be included in future pay system to
support the company's business objectives.

Here pointed mainly on:

- reliability

Quality

- cost Optimization
- flexibility

- Result.

Construction phase was the next step, where
lenudvalgets participants in Community spores in
on how the system should be composed of base
salary, performance-related pay and.

In the process. there were several meetings between

DI, CO-industry and company. But between these
meetings, the company worked actively on to
discuss the factors such. Qualifying wages were
built for. It brought together management and
employee representatives several times and the
required preparation every time. Design phase is
therefore where there really should be commitment
from all parties and also like one coordinator in the
company wWho can ensure progress.

At SAMSON AGRO found also to qualifications to
be weighed, and how defined the individual
qualifications. Initially
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discussed the following skills as important: possible. It also changed our priorities, so more of
the factors changed its name. We therefore used a

i i e
- Working Knowledge lot of time to clarify what factors we would choos

. and later to try evaluate employees fram.
- flexibility ; Y ey
- accountability

- Commitment

=~ dpiiedve In addition, we decided that the form - in its final

- overview form - should be on a single page. It will give a

- Cooperation good overview of both employees and the

- Education immediate supervisor when assessing the interview
- Reliability. conducted "

Several elements could overlap, and in the further

process came to to the following:
The competence profile in the table on pages

22-23
The job-related factors The competence profile is assessed annually in
- Job Function connection with staff development interview (MUS).
- Skills
- Flexibility.
Employees who are placed on stage
The person relevant factors 1, the process manager, at the annual assessment,
- Commitment receive instructions on what the employee must
- Cooperation. develop in order to reach the next step.

leaming exercise Compared to the jobrelevente factor "SKILLS" then

For SAMSON AGRO assignment was now working a job function, employee NOT has held within the
to identify the relevant qualification factors and past year must be equal to 0 in step - ie do not
describe them in words. The work was performed count.

using a schema (a matrix-type), wherein the pay

system committee formulated contents of the

qualification factors. Eg., To contributing Classification in relation to "Flexibility" is based on
constructively expertise and innovaticn in daily competence assessment on other job functions. It's
production. only competence ratings of at least two steps

invelved in the evaluation of flexibility.
About workflow says HR manager Anne Eliasson:
"The table we got a good step forward. It was a The green marked in the table indicate where most

good exercise to put the various factars into a employees will be located.
schedule and deepen them with as precise words
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Samson Agro

competence profile h
STEP 1
(Related pay)
JOB Job characterized by a short training time
The allecation of individual jobs in proportion ta the and a low complexity:
complexity of 2 learning experience and insight into the == Moduls Asserbly
company's products. as each job requires. - - manual processing
(Sawing. driiling, turning)
The grading is based on the PRIMARY JOB
FUNCTION, which corresponds to the job function,
which is more than 50 per cent. of the employee's
duties.
8
i3]
£ SKILLS The employee works a little independent and
o
% Competences are defined an employee's ability to must often guided in the job function.
i
E perform a job well described. The grading is based
o
— | onthe
PRIMARY JOB FUNCTION
FLEXIBILITY The employee can only perform their own job
By flexibility means an employee's ability and power to functions.
hold several jobs. The grading Is based on competence
assessment on other job functions.
COMMITMENT The employee exhibits rarely accountability for
Engagement describes how the employee is engaged in | own tasks and contributes rarely with
the daily work. The loan is deemed employees' initiative suggestions for improvement.
and respaonsibility in relation to, inter alia, own job
function.
5
o
AL
B
& COOPERATION The employee works best alone. The employee
E Cooperation describes the employee's ability to carry out may seem uncertain in cooperation with others,
E tasks in cooperation with colleagues in @ smooth way. or may be involved in conflicts.
[
= The ability to show respect for the work of others and the
ability 1o appear like 3 team player.
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STEP2.

STEP4

Job characterzed by 2

medium-iraining ime and 2

Job characterized by a long Faining
Bme and 3 high complexity:

Jobs characterized by a long ieaming
curve and a very hagh complexity and

moderate complexity: Gepth product knowledge:

- - Gear and minor road - - Machining {CNC)

- - Memory (read ) Transpori) - - Gyllevognssves - - Service insialers

- - Warehouse {recening / shipping) - - Shury tankier Momage /

- - Stock {pick and accounting) speial assembly

- - Barrel Way / Mifling - - peoduction Optirnization

- - Spreader way - - Quality

- - boom mount - - Buidng ! mamenance

- - Equipment insisiation

- - Module Assemdly (gearboxss)

- - Spreader Assembiy.
‘The empioyes working satsfactonfy Employes woek very incspencently and | The empioves works unususlly indepentent
independentiy-and must-ondy be guided. | can contmucusly aduise other and can pian, solve and complete @sks @
by new routines i the job funcion. empicyees in the job function so that fAen-rouing siuatons Trhe empioyes <30

they c2n ndapendanty perform the jos coninuousiy advise cther amplicyees in the
functicn a2nd new routnes. Riiucioy suSathey e dependendly
perform the job funcion and rew routnes.

The employee may well own job The empioyese may well own job The employes may wek own job
funciion perform one other job- funcBon perform fwo other job function perform three of more cther
funciion of competence Step 2, and funcions of competence Step 2, and ob functions of competence Steg 2,
has heid ihe job function vathin the has heid the job funcfions within the and has field the job functions within
past year, past year. ihe past year.
“The employes exhibits satsfactonly The empioyes exhibils 3 responsitaity The emgloyee has an unusua! responsindiny
responsibility for tasks and contribute: beyond expecavons forther con werke. | for thew owm work. The emploves contrbutes
positively and constuctvely with The emploves conwbutes construciively | construcively wah suggssnons for

‘suggestons for improvement o veach
e Gady goal.

with sTorovement suggestons and
proposals 1o dedl with discrepanoesin
dady

amprovement, :mpismeniation of new roulines
and sugoestons for handing deviations in

daily

Employee cocperate well with cthers

The empiovee coniributes to the good
atmosphere in the warkpiace.

Empioyee cooperate very well with
oihers iasks. The employee vall
confribige 1o creating & good
atmeosphere in the wockplace:

The employee has 2 unique parnersiup with
ocihers The employee contricuies to confict
resoluticn and reates 3 good atmosphece

= e workpiate

Aopicsbio Rate Soauentev 15, 2011
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The first sample assessment

The next step in the design process was a sample
assessment of all employees. Here tells the
process manager Ronald Tettrup:

"The table was fairly easy to work with, but the
process leaders asked many initial questions - most
just looked at the headling, for example.
commitment, and assessed so exclusively on it. "

- But in reality it was important to read all the
explanatory text under the heading "engagement”
as it clarifies what we mean by commitment of
SAMSON AGRO. Here it was good to be able to
draw on some education, so we believe in the same
way all around.

- Overall, all managers with hourly paid employees
was form through 4-5 times before employees have
received the final assessment. And the leaders
have received training in the assessment and had
an overall assessment of employees to ensure a
uniform assessment. It is an exercise we will do
once a year in the future, says Ronald Tattrup.

Education ensures consistent

assessments

At SAMSON AGRO chose to carry a day's training
in the new assessment system, so you could test
whether the new ratings also up to the task.

How much transparency?

The employees' skills levels (the assessment
criteria for flexibility in the competence profile) was
evaluated in respect to the job functions of the
competence profile. This competency matrix forms
the basis of assessment of

The employees' reaction

“We feel that the employees are very curious
about the new Lensy system - they often ask
us how's it coming ?, how is it 2, says union
representative Finn Otkjaer,

And it takes a man to have presented the work
in half an hour at a meeting in the canteen. We
have been through all sorts of considerations
-and decisions during the payroll process. All
the balances can and | shall of course do not
have to, but they are just helping to achieve the
resuilt.

It has been a good thing for the process late,
that our director at the initial meeting said: "No
one was more to pay cuts.” it has given some
peace at all,

Here in the design phase, we will show the
employess qualification form, so they can see a
few examples of the assessment to be carried
forward. They may, for example. start by evaluating
themselves. It will be a good exercise.

| think PlusLen is a good system for us and
are excited employee nes reaction.
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n

Employess are well aware that we are doing a lot of work to
construct a new payroll system, and they want to hear about the
results: But it is # challenge fo have to produce a half years of work
in just haif an hour; says union representative Finn Otkjer.

Qualifi cations + rating = salary

Al the annual performance s every employee
'm- : 2 w‘m‘ < H ule‘ yv ;ﬁ‘mfmﬂc -

1.2, 30r 4 in jobs, skills: fiexibility, commitment
‘and cooperation. The resultis included inthe

getermination of pay.
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flexibility and competence in the skills profile. The
company was considering publishing this
competency matrix. It spawned a discussion of
whether it would be wise io publish them.

Officers from DI and Industrial Employees often see
all qualifications will be published on businesses. It
gives a good overview of the entire company's
expertise.

But even they have not seen the same
transparency of the ratings. It will always be up to
the individual company.

implementation phase is the month when the
company decides to put the payroll system time.

First there SAMSON AGRO local agreements
boiled down to a few. As wages are negotiated
between the union and management. The result of
the negotiations included immediately in the new
pay system.

There have been kept grading conversation with all
employees,

Performance pay has chosen to wait until we have
better data on production. Then you will add RBR
as another element from PlusLan.
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SAMSON AGRO's new pay system

Management and staff were included in the
September 2011 an agreement for the company's
new pay system - SAMSON PLUSL@N,

The goal is:
- to improve business performance,
competitiveness and efficiency
- todevelop and maintain a flexible and competent
staff. The payroll system is built on a personal saiary
consists of basic salary, related pay and variable
components of remuneration in the form of

performance-related and function-based.

personal wages
- Base Salary

- Quali fi kationsign

=

variable salary
- RBR

- functien-based

The starting point is the modules in PlusLen.
job-related factors
- Jobs

- Skills
- flexibility

Person-related factors

related pay i
) -~ Commitment
Rates in the competence profile (PR. Step per: Hour)
- Cooperation

competence profile Step 1
Job krox
Competence K X
flexibility ke x
Commitment Kr: %
Cooperation ke x

personal wages
- Base Salary
- Quali fi kationslon

1. Base Salary

2. Qualification saﬁg/ is based on a new
variable salary
assessmeﬂté&r the new competency profile.
In the gualification profile, is subject to varying
- Function-related .
rates per. hours for each step of the five

SAMBRINFTadBON are:

job-related factors
~Jobs
- Skills

- Flexibility
can be defined time ?qcltasks. The novelty of

Person-related factors
- Engagement

- Cooperation

3. Performance pay is not included in the payroll
are not covered by the competence profile which
system yet. There have lacked relevant data due.
Transition to a new ERP system (a common IT
system for scheduling orders, production and
resources). It is agreed that the RBR to be

introduced by wage negotiations in 2012.

4. Function wage applies to special features that

step 2 step 3 step 4
Kr..x Kr.-x Kr. X
kr. % Kr. x Ke, %
krox Ki. X krox
K. X kr.x kr. x
kr.x Kr. x kr-x
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Getting started with the new

salary system

Salary motivales. Salary mai

efficient payroll system should be

Many companies take far inlet before they decide
that now they all aiso have a new salary system.
But the decision itself is just the very first step. Be
prepared that it is a demanding and sometimes
lengthy collaborative process ahead. Both the
director and the shop steward must get to work
when they need to discuss, define, negotiate and

communicate a new salary system for employees.

But watch out - the thorough process is ultimately
helps to ensure a good result.

Remember in the process:

- To ensure that the company has updated
and credible data on its production (time,
bonuses, job roles, attendance rates,

standard times mm.).

- Set aside the necessary time to process

late and prioritization of the work.

- If during the process introduces
anew IT system (eg. ERP MRP systems),
please note that it often takes longer than

originally estimated.

n. Salary i1s a p

- o yAr Facl far man: rg ey [ORey
g conmmon ask for management and

ool. Developing ar

L/evell

- Have the necessary personaleback-
up. There may be staff changes during the

process.

- Support for the process from the involved

ted, management and employees.

- Create understanding that it is important

for the company to get a new salary system.

- Engage and anchor key persons

In the process.

- Inform employees regularly

on new oppartunities.

- Keep the change - possibly. with
Lentermometer.

- Pull on organizations lenkon-
consultants in the process if you need

coaching or counseling.
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Lessons from SAMSON AGRO

Interview HR manager

Anne Efiasson

- Oneof my experience s thal you have fo be
regiistic about the time consumption, liisa
demanding task over severai monihs, Sc it's
imporiant to keep each otfer firmly on the
deadiings that are underway. Similarly, itis
aiso good to see an agreed goal ahead. so
there is a deadiine that is pushing a
construciive way.

- lalso think that it could have been a good idea
to establish some ground rules for iow the
proosss shouid be. Below could also define the
role of exismail consultanis from DI and
CO-industry must have in order to nake the
miost of the meetings. We could also have
considered o involve some more empiovees
as ambassadors in the changs process, when
the pay sysiem wolid be disseminated. It could
have eased the pressuse on union
representatives in the final phase.

- The challenge for us where we have had the
naw salary sysiem for 2 month, employess of
course compare with what they already know.
And it raises a number of questions. For the
two systems can not e compared. Now we are
no specific where it was previousty

a subiective avaluation. which determined the salary
of the individual.

| 2m sure-that when we ask the employees
about a vear, so they've ool the sysiem into the
skin and can see the common thread between
the appraisal interview, competency profile. the
individual assessment - and therefore wages,
says Anne Eliasson.

Interview steward Finn Otkjeer

In retrospect, it could protably have been good
with a fittie more written material that could
present pay system for employees.
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= When we Remuneration Committee has 5

worked with the process in half a year, so it can :
Education in the payroll system

be difficult to boil down the essence of a brief

meeting in the canteen, which also will be Chief consultant Allan K. Larsen, DI, has over the
asked a lot of questions. Some of the last 10 years been responsible for more than 40
employees have also been some doubts about courses in the new pay systems. "My experience is
the pay real content. that it helps to ensure that individual managers bettar

understand the system and better use of the fairly

- Our employees have the not read a whole ot uniform. At the same time undress that the leaders

about the new pay system. But we might have Betier. S0 they/ieel a grealer seouty/ by conducling

illustrated the payroll system with graphs or interviews.
curves and a bit of pressure, so they knew

exactly what a new salary system would mean

for them. The right tinte for such a cure sus is just before you are
completely finishec with the development of the new
- |l also feel that we had a somewhat contrived payroli system. One dactor courses has shown that there
course here at last. A number of |ocal may need 1o adjust something before itis putone and
agreements had been terminated and had to consicerably in work.

be renegotiated before a certain date, then
suddenly we had to work very quickiy. Amid lfi the Souros of & Bngle day canli @Bl tren

rocess had our director stepping in as dealer
P i network managers to use a new system and the

as production director changed jobs. Itis clear eligibility, on How they coridiict assessiient

that such staff changes provide littie turmail. interviews with employses, so the day is good gi

vet out, "says Allan K. Larsen.

- Allinall it was a fine salary system that solves
the challenges we had, so it'll keep going
forward. There's also the epportunity to hone
and right to and the flexibility we get enough
also to make use of in the years ahead, says
Finn Otkjaer.
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16. Empresas que trabalham em regime de

encomendas: métodos
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example B

Results Factor = Productivity / result

Faor the cakulation of resultatdel ioliowing factors are calculated:

- Met hours spent

(Measured via the piston 338 Weil as shan dayaheat)

- Netpacked ports
(Maasured via ths filed [ finished reporied production

ordet forms J route maps)

- Subsequently, the caleulated theoretical packed:
pocttal by taking period consumed hours and
dividing by the agreed standard figures

{Hours ger gay, Pon from the "Norms, rafes and points

system’”)

RBR contract manufacturer

- The theoretically calcuiated packed porttal deducted

- The caiculated score value then is multipliad with

actually packed porttal. Difference number then
converted to a score by multiplying the difference
figure with the calculated point value per. gate. |
"Norms, rates and painls system”)

pay-per facior. point, { "Norms; 1ates and points

system”)

The resulting value is the profit of ke, Per. hour,
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Result = Quality Factor {Q)

= O Supphement is 2 spplamznl 10 be granied per. bowr

- Parameters for evaiuation; 1: Denis. 2: Scratches, 3
Assembly. 4 Finish - general sufacs assessment

{Dirt, swarf etc.} 5: 6:

- Thesamgls of 2 {or more) parameters that-are ussd
in a given penioc of time ~ can be subsequantly

raplaced with others:

= lsperformad panodically (14 days) controls a plurality of
door types; waighied accerding to units F%

=adow 0, 3 or 5 points per, port Maxdmum achievadle 50
points per, control periad, Is one error per, pert that
requires discarding of component | component, thers
can be triggered points for the product.

- Checks carried out by the quality depariment,
Checks are camed out immadiately before packing,
but will also perform quality control of packaged
products. When thacking refating 1o the quality
supplement, there will always be attended by a
production worker,

Norms. rates and points system

1. Negotlated "Zame Polnt” (Steadard figures):

X, xx per hour. gate.

2. Negotiated payment factor:

x.xx kr. per. point.

The rates in 18 2 sold vaa the local wage
negoiiations.

3. Seoring:

The percentage disinoution of the three categonesis
drawn from the histoncal matenal

Average points per, gate: 1510

4. Q-gysiem:

Negotiated paymant per. point:
% xx kr, por. Q points,

Maximum @ Suppiement can ba: xx, xx kr. Per, hour,

Payment rate nagotiated via the local wage
negaiiations,
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17. Tipologia de objectivos em funcao do tipo

de tecnologia e necessidade

Resumo

0 quadro em baixo resume os objectivos mais frequentes em fung¢do do tipo de
tecnologia (unitaria significa s6 uma encomenda) e as necessidades impostas pelo

trabalho e passado: rapidez; custo; qualidade; globais.
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A Tecnologia Séries
Objectivos & o
(3) Grandas . Unitaria
3 equenas
Tipos (3+1) (massa para stock) 9
. A Quantidade/ :
Ra p|dez orodiitidads Horas de execugdo / Tempo de entrega
()
Matérias primas
o Gastos Equipamentos
Consumiveis
Custo Desperdicios
Custo unitdrio
(]
V Quebras
Qua lidade Avaliacdo cliente/satisfagdo
V Queixas
,' ou l, I
Margem secgoes
Global ROA da fébrica
Lucro (resultados operacionais)
[
Melhoria norma Dados =
do passado Avaliagdo
Requer sempre
Acordo gestdo-empregados
[
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18. As trés fases de implementac¢ao
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Payment basis and weighting

The maximum achievable performance-fixed for example
to 20.00 kr./hour by 100 per cent. goal achievement,

providing a factor of 2 points ear, as per the following table.

The relative importance of each factor is conferred, are

listed under "weighting".

Max. scaore 1000 points
Kr. per. point 20,00/ 1000 = 0,02 kr.

The following table's emphasis on perfermance factors and

payment factor is transferred to the table on page 50th

Factor no. Text weighting Max. kr./t
Productivity 50 per cent 10.00

2 material Waste 15 per cent 3.00

3 Quality 15 per cent 3.00

4 delivery Compliance 20 per cent 4.00
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How introduces
PlusLgn

To build and establish a new salary system requires strong commitment by both management
and employees. It is a process that can last from six months (o a year, where values, work

practices, myths and challenges will be identified ..

A new salary system is not a commodity that can be
pulled off the shelf, However, itis a thorough process
consisting of three phases

- clarification, design and implement

Development of a pay system with PlusLan

clarification
Atthe red light stopped that up. The company is
considering how it will go:

1. Business goals

2. Personnel Policy

3. Wage policy: How are salary support 1 and 27
4. Apply Lentermometer the current pay system?

Construction

Whien yellow light is made ready to run:

1. Election of payroll / salary elements

2. Selection, definiiion and welghting of Wage equations

3. Training of managers and possible. employees

4. Test rating / trial.

implementation

By green pay sysiem is set in operation:

1. Description of ihe systen, irnecessary. ine focal agresment
2. Calculation of results (RBR)

3. Assessments and interviews (related pay)
4. Determination of wages.

ORIENTATION - which helps to provide clarity-and
consistency. During the process should be informed
thoroughly to ensure support for the project. More
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19. Ultrapassando objeccoes dos sindicatos

Resumo

Os capitulos sobre incentivos, contratacdao colectiva e a conclusdo do documento
contém algumas préticas estrangeiras para ultrapassar eventuais objec¢des dos

sindicatos.
Elas sdo listadas seguidamente e baseiam-se nos seguintes factos:

Primeiro: o sindicato italiano tem uma forte influéncia marxista e o sindicato

austriaco tem uma forte influéncia trabalhista;

Segundo: os sindicatos noérdicos (suecos e dinamarqueses) possuem também

uma substancial tradicdo trabalhista;

Terceiro: nao obstante o de cima, todos participam de um modo generalizado
em programas conjuntos com a gestdo: de incentivos, organizacdo e métodos,
task forces para aumento de produtividade, inovagdes a nivel da contratagao

colectiva, etc.

Quarto: sendo a razdo que a gestdo os persuadiu de que a cooperacdo é no seu
(deles) interesse dado que “antes de comer o bolo, hd que cozinha-lo” (citacao de

um entrevistado).

Eis algumas praticas indicadas pelos entrevistados que facilitam ultrapassar as

objecc¢odes dos sindicatos.

301



3 s ANTVEEN I 8 o V S
PR LRSI
ASSOCIAGAO NACIONAL DAS EMPRESAS

METALURGICAS E ELECTROMECANICAS Vasconcellos e S& Associates, S.A.

Praticas

1. Realizacdo de workshops peridodicos com a presenca de representantes

sindicais;

2. Simulacao dos ganhos de produtividade a repartir (vide exemplos no

documento);

3. Iniciar um sistema de incentivos preferencialmente:
i. Através de prémios de grupo; ou
ii. Com algo muito mais simples e especifico: por exemplo, objectivos de
diminui¢cdo de quebras, diminuicdo de desperdicios, de consumiveis,

etc. — vide quadro da questao 17 anterior.

iii. ~Em toda a fase de defini¢do de objectivos e implementacdo, cooptar o

shop steward/delegado sindical para uma task force composta por:

1 - Representante da associagdo empresarial;
2 - Representante do sindicato;
3 - Gestor; e

4 - Delegado sindical
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4. Acordos ndo apenas a nivel empresarial, mas também enquadrados no ambito
do contrato colectivo (naturalmente sempre com cardcter opcional para cada
empresa) com as cladusulas da matriz em baixo para atingir os objectivos de 1)

confianga, 2) estabilidade, 3) simplicidade e 4) impacto.

L‘DHTHATM;ED
Vantagens -
COLECTIVA Confianca ET::::‘ Simplicidade ﬁumar;‘:?
cjﬂ u5u|35 \\
1 Conjunto das nove cldusulas s
optativas
Transversais— baseados
em varidveis como
inflacdo
T oy ML
Distingdo | — Fixos
clara IX0s -
2 parametros v v
entre . T
aumentos I"d"'_"‘ le/ou]
duais Varidveis -
sisternas de
incentivos
3 Implementacdo conjunta pela y
gestdo e delegado sindical (formal)
4 Escrito v
& 56 pode ser mudado 1x ano v
6 Foco: ganhos de produtividade para v
além do orgénico e equipamento
7 Sist f
I5tema FIIESCH
(1/3-1/3-1/3)
Adaptacs i t b Y
g dptlacdo Ett::;l:lﬁgﬁ 05 50Dre 0 v [EE ——
41% —» 141-159)
Exemplos de Benchmarks v
g programas |T|
(individuais e de T I_lr : v
grupo) ransversais
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5. No estrangeiro existe a preocupacado de evitar que se crie o receio de que ano
apo6s ano ocorram uma ou ambas de duas coisas:
i. A diminuicao dos prémios unitarios;

ii. O aumento injustificado do minimo, do patamar acima do qual é

premiada a produtividade. Isto requer excluir da base de incidéncia

dos prémios, os aumentos de produtividade devidos a inovacao na

magquinaria e curva de aprendizagem, tal como é analisado no ponto

seguinte.
FACTORES CRITICOS DE SUCESSO
- V Prémios - -
e Solugao: Transparéncia margem
unitarios
Fundamental
apoio dos
sindicatos: Solugdo: Orgénico
Diferenciar A (curva de Equipa-
. . .. . Outros
Evitar receio anual produtivi- | aprendiza- mento
que com o dade gem)
tempo A Chio (minimo) Departa-
1.5% mento
Dinamarca ' organizagao Pagar
e métodos
Chao
; dndi Fim de encomendas
requéncia {ou]
2 X 2 meses L
Average total compensation
n Professional 1 2 L
Categories i
. Lo ::I:rry e Variable per year 1
Caracte- Soveral
risticas categories of £45.970,00 £5.030,00 10%
Dos % significativa | | factory workers
2 ; do salério fixo Other ;
incentivos dep it €71,370,00 €7.170,00 10%
Management €117.700,00 € 14.340,00 12%

Companies Return on investment: Up to 20% / 30%

Note: 1 euro = 7,5 DKK
Source; Copfederation of Danish Industry
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20. Como calcular a base de incidéncia dos
ganhos de produtividade (e da curva de

aprendizagem)
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20.1. O objectivo é remunerar os ganhos de produtividade apenas da quarta

coluna da matriz em baixo:

Organico
(curva de Equipamento Outros
aprendizagem)

Solugdo: Diferenciar

aumento anual Departamento
produtividade 1,5% organizacaoe Remunerar
métodos pa rte aos

empregados
Chao a excluir

20.2. Tal requer em primeiro lugar que sejam excluidos os ganhos de
produtividade devidos exclusivamente a nova maquinaria introduzida. Por

acordo entre:

20.2.1. A gestao e o delegado sindical apenas, se o plano de incentivos estiver

em vigor ha muito tempo; ou

20.2.2. A task force inicial que inclui também um representante da associa¢do e
do sindicato, se se estiver na fase inicial.
Em qualquer caso a documentagdo e o apoio do fornecedor de equipamento facilita

a tarefa.

20.3. Resta extirpar os ganhos devido a learning curve (curva de aprendizagem):

20.3.1. De notar que a curva de aprendizagem ndo é igual a economias de
escala. Ambos dizem respeito a diminuicao do custo médio de produgdo. Mas
as economias de escala derivam da dimensdao fabril, isto ¢é do
montante/quantidade produzida em cada ano, que quando maior facilita

mecanizar tarefas antes manuais, adquirir maiores maquinas (cujo preco
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aumenta menos que a capacidade de producao), obter descontos dos

fornecedores, etc.!

20.4. O efeito de experiéncia diz respeito ndo a quantidade produzida por ano mas

sim desde o inicio (o primeiro ano) de produgdo. De qualquer produto: a simples

repeticdo com o passar do tempo leva os empregados a desempenharem as

mesmas tarefas mais eficientemente. A habituagdo leva a aprendizagem e esta a

eficiéncia. Esta € a esséncia do Taylorismo e da especializagdo nos operarios fabris.

20.5. O efeito de experiéncia faz com que a curva das economias de escala com o

tempo se va “afundando”.

Custo médio

Deseconomias
de escala

Economias
de escala

Quantidade
produzida por ano

Custo médio

Custo médio

Efeitos de
experiéncia

Quantidade produzida
(desde a primeira unidade)

Efeito da experiéncia

Amiv 1

naescala

\

—

Amo 2

Amp 3
Amp 4

Amn 5
Elc.

Quantidade produzida por ano

1 A partir de determinada escala o custo médio aumenta e entra-se na fase ascendente da curva
(deseconomias de escala) devido a necessidade de remunerar horas extraordindrias (na nossa
empresa e nos nossos fornecedores habituais), recorrer a fornecedores menos eficientes, etc.
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20.6. Os graficos em baixo ilustram o efeito da experiéncia em varias industrias:
transistores de silicone, circuitos integrados, produtos quimicos, plasticos e no

conhecido modelo T da Ford.

Custo médio

unitirio Preco
0| — Transistores de silicone H
[1954-1969) Circuitos integrados
10 (dados mensais de 65-66)
10
5
01 1]
10 100 100 100000 100000 1000000 Z000.000 3 i 50 100
Volume total de producio [milhares) Volume total de producdo [milhares)
Preco por pound de peso Custo unitirio (pounds)
100
Produtos plistices industriais
\\x__ Cloreto de Palyvinil ! P
50 o ~ [EUA)
0% de declive
20
0.1
10
10 50 100 500 1Mo 100 1.aon 10,0600

Volume total de produgie (milhares) Velume cumulative da produgdo total

Preco standard do Modelo T da Ford [(1909-1925)

1909
1910 1911 12
85% de declive
25
10,000 100000 1000000 1900000

Volume total de produgio
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20.7. Na estimativa dos ganhos de eficiéncia devido a pura inércia do passar do
tempo (curva de aprendizagem), ha que distinguir trés aspectos: 1) o periodo,

2) a entidade e 3) o tipo de producao:

20.7.1. O periodo deve ser desde que foi introduzida maquinaria nova para
cada seccdo (ou a fabrica como um todo), isto é, o periodo come¢a no momento
zero, a data da ultima vez em que houve inovacao;

20.7.2. Quanto a entidade é sempre preferivel que diga respeito a propria
empresa: da seccdo, e se ndo houver dados, da fabrica.

Em alternativa pode-se utilizar a taxa de crescimento da produtividade da
industria (CAE 23, 24, 25, etc.), ou do sector metalirgico como um todo, ou

ainda da economia portuguesa;

20.7.3. Finalmente ha que diferenciar quando o produto é o mesmo; e quando o

produto ou encomenda sdo substancialmente diferentes.

Quando a empresa trabalha em grandes séries, basta utilizar a taxa de

crescimento passado da produtividade.

Quando se trabalha em pequenas séries ou encomendas, utiliza-se como base (o
valor absoluto da) produtividade da série ou encomenda anterior igual ou mais

semelhante.
Quando a empresa inicia a laboracao nao ha obviamente efeitos de experiéncia e

a base é a produtividade da industria, do sector metaldrgico ou da economia, o

que for mais baixo.
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0 quadro a seguir resume o modo de calculo da curva de experiéncia.

Calculo da curva de experiéncia

Periodo Sempre a partir da ultima alteracdo de maquinaria

Melhor: sec¢ao

22 melhor: fabrica

Entidade 32 melhor: industria

42 melhor: sector metaltrgico

52 melhor: economia portuguesa

Grandes séries: taxa de crescimento

Pequenas séries: valor absoluto da série ou encomenda

Tipo de mais semelhante do passado

producdo

Industria
Inicio de laboracdo: valor

o . Sector metalurgico
mais baixo de trés

Economia
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21. Organizacao e métodos: melhores
entidades estrangeiras para coaching as

empresas portuguesas

Nome Funcao Entidade Contacto

Departamento de servico da

Jesper , indudstria de metal e maquinaria, ] )
Director . e jem@di.dk
Madsen da confederacgao da industria
dinamarquesa
. klas.wahlberg
Klas ) Associacdo sueca das empresas )
. Director-geral ) @teknikforetag
Wahlberg de engenharia
en.se
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22. O papel das associacoes no
desenvolvimento e investiga¢ao aplicada na

metalurgia

Sugere-se duas entidades para benchmark:

Primeira: a associacdo metalurgica sueca (distinto da associacdo de

engenharia) - documento em baixo;

Segunda: O instituto americano do ferro e ago (distinto da associa¢do dos

produtores de aco) — documento em baixo.
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ASSOCIACAO METALURGICA DA SUECIA

(Jernkontoret - Swedish Steel Producers' Association)

1 - Research and Education Council

2 - Standardisation Council
Fonte: Site da associagdo Jernkontoret

1 - Research and Education Council

The Research and Education Council’s area of responsibility consists of joint industry
research, EU research and university programmes as well as their relevant research

areas.

This council includes heads of research from the steel companies as well as from
Jernkontoret. The Managing Director of Jernkontoret, the Technical Director, and the
Research Managers of Jernkontoret’s Technical Areas are also included in the council.
And so are persons from Jernkontoret and Industriarbetsgivarna, who are responsible

of the industry's recruitment issues.

The Council

e monitors the main lines of the joint industry research in Sweden (within
Jernkontoret, Swerim AB as well as university institutions concerned) and of EU

research (within the Research Fund for Coal and Steel, RFCS and Horizon 2020).

e keeps itself informed about funding possibilities for this joint research and acts
to ensure that these funding sources can be utilised in the best possible way for

the industry’s needs.

e assists Jernkontoret in the case of enquiries from research authorities etc.

313



! U LIbh AVAS
TR LEETIEL
ASSOCIAGAO NACIONAL DAS EMPRESAS

METALURGICAS E ELECTROMECANICAS Vasconcellos e S& Associates, S.A.

e safeguards and promotes education and research at technical universities in
Sweden and activates initiatives that help to meet the requirements of the

industry.

e supports university education and recruitment for universities.

Members of the Research and Education Council
Martin Pei, SSAB AB, Chairperson

Petter Damm, Uddeholms AB

Erik Enghag, Suzuki Garphyttan AB

Phetra Ericsson, Ovako AB

Tom Eriksson, AB Sandvik Materials Technology
Marie Louise Falkland, Outokumpu Stainless AB
Pasi Kangas, AB Sandvik Materials Technology
Cecilia Lille, Outokumpu Stainless AB

Gert Nilson, Jernkontoret

Goran Nystrom, Ovako AB

Bo-Erik Pers, Jernkontoret, vd

Eva Petursson, SSAB AB

Stefan Sundin, Erasteel Kloster AB

Rose-Marie Yttergren, Hégands Sweden AB

Robert Eriksson, Jernkontoret, Secretary

Joint steel research

Jernkontoret is responsible for far-reaching collaboration on behalf of research and
development. Steel companies, suppliers to the industry and the steel industry’s own

customers all participate in an extensive and effective research network.
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An effective network

Sweden’s steel industry is a world leader within a number of specialised niches. The
foundation of the steel industry’s export success has been a consistent and long-term

investment in a product range incorporating high knowledge content.

In Sweden, more than one billion kronor (about 105 million Euros) is invested each
year in steel research. The major part of this research is carried out within the different
steel companies. The joint research conducted within Jernkontoret’s technical areas

accounts for roughly 10-15 per cent of this total.

Jernkontoret’s industry-wide research comprises an extensive network. Indeed,
practically all the steel plants in Sweden, Finland and Norway are involved. But there is
involvement too from important suppliers and customers of the steel industry. In fact,
the network comprises some 600 active participants and it is an effective instrument
for channelling the research results into practical applications within the companies

concerned.

Technical areas

The research is carried out within 15 technical areas (TO). These cover material and
process technology research, spanning the whole cycle from the raw materials to the
finished steels and by-products. The research is primarily needs-driven in character
and is geared to enabling the results to be applied in the companies. In parallel, some
basic research is also carried out. This research is undertaken at the participating
companies, at different research institutes and at higher education centres such as

universities of technology.
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Research and innovation programmes

Jernkontoret also co-ordinates far-reaching research programmes on behalf of

government agencies. At present, two programmes are ongoing:

- Energy use in the iron and steel industry — research and development, JoSEn

- Strategic innovation programme Metallic Materials

The Steel Eco-Cycle is an environmental research programme that was carried out in
two phases during the years 2004-2012. The results now available show that steel has
a vital role to play in the development of a sustainable society. To disseminate the
findings to a wider audience, the compiled results from the Steel Eco-Cycle programme
are published under "Publications", where it is possible do down load the documents,

or order printed copies.

Financing of the research

Those companies that participate in the research contribute financially with direct
investments and inputs in kind, in the form of company-specific trials and working
time. The industrial trials are a key component of the research collaboration between
companies, research institutes and centres of higher education. This is because they
offer scope for full-scale operational trials and the application of boundary conditions

from real life to the analyses.

Public funding occurs through long-term research programme agreements, primarily

with Swedish government agencies.
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Background

The joint Nordic steel research is unique of its kind in a number of ways and, what is
more, it has very deep roots. As far back as 1751, technical co-operation in organised
form was initiated within the Swedish iron and steel industry. The present operational
form, whereby the research is divided into different areas, was established in 1926.

Since 1969, the industry’s research activities have a Nordic dimension.

Technical areas

Joint research is carried out within 15 technical areas (TO). The research covers
materials and process engineering, from raw material to finished steel products as well

as process stages such as rolling, extrusion and drawing.

There are also technical areas that relate to material properties, heat-treatment
processes, analytical chemistry, non-destructive testing, digitalisation, powder
metallurgy as well as the by-products of steel production. Jernkontoret’s Department
of Research and Education administers and co-ordinates the research in these

technical areas.

More or less all steel plants in Sweden, Finland and Norway, as well as important

suppliers and customers of the steel industry, participate in the joint research work.

Goals and focus: The object of the research is to strengthen the steel industry’s
competitiveness within the respective technical area. The research is mainly
needs-driven and focused on enabling its application in the companies. Basic research
is carried on in parallel. Technology watch also takes place within the different

technical areas.

Financing: The technical areas most often seek project finance by way of the major

research programmes run by Jernkontoret but other funding sources also play a role.
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Companies that participate in research projects make both financial contributions and

contributions in kind; that is, in terms of working time and full-scale industrial trials.

The research providers:

Jernkontoret’s Department of Research and Education administers and co-ordinates
the work within the technical areas. The research is carried out, as a rule, through
collaboration between companies and the research providers in the form of higher
education centres and industrial research institutes. Frequent partners are the Royal
Institute of Technology (KTH), Luled University of Technology (LTU) and Dalarna
University on the academic side. Where the research institutes are concerned,
frequent partners are the Swerea Group’s research institutes Swerea
MEFOS and Swerea KIMAB. All in all, a total of some twenty research providers are

involved in different research projects.

What, in Swedish, is called ‘bruksforskning’ is also carried out. This means that the

research is performed at the participating companies, with their own resources being

used.
Jernkontoret’s technical areas Research Manager
TO 21 Iron ore-based metallurgy Robert Vikman

T0 23 Electric arc furnace technology, Robert Vikman

ladle metallurgy

TO 24 Casting and solidification Robert Vikman

TO 31 Strip and plate Rachel Pettersson
TO 32 Bar and profile Rachel Pettersson
TO 33 Wire Rachel Pettersson
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TO 34 Tube Rachel Pettersson
TO 41 Steel development and applications Rachel Pettersson
TO 43 Stainless steel Rachel Pettersson
TO 44 NDT and measuring techniques Robert Eriksson
TO 45 Analytical chemistry Robert Eriksson
TO 51 Energy and furnace technology Helena Malmqvist
TO 55 Steel production residues Robert Eriksson
TO 60 Digitalisation Helena Malmaquvist
TO
20 Powder metallurgy Robert Vikman

TO 21 Iron ore-based metallurgy

Jernkontoret’s technical area 21, Iron ore-based metallurgy, is where collaboration
takes place between companies and organisations interested in research into coking,
sintering, different reduction processes (e.g. blast furnace for pig iron production) and

oxygen gas process for crude steel production.

The technical committee meets 2-3 times a year, either at Jernkontoret or at member

companies.

Purpose and general orientation:

To monitor developments in the area, from the sintering process and other
preparatory operations up to and including tapping of steel into the ladle.

e Coke production

e Sintering, raw materials to blast furnace, lime production
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e Reduction processes

e Blast furnace process, desulphurisation of pig iron
e Oxygen processes

e Alloy additions during tapping

e Process control, energy savings

TO 23 Electric arc furnace, ladle metallurgy

Jernkontoret’s technical area 23, Electric arc furnaces, ladle metallurgy, is where
collaboration takes place between companies and institutions interested in research
and technical development within the areas of: electric arc furnaces, ladle metallurgy

processes, AOD/CLU converter processes and refractory materials.

The technical area is divided into four research blocks, all of which report to a technical
committee comprising the chairman, the chairmen of the research blocks and
Jernkontoret’s research managers. The highest decision-making body is the technical
area’s general meeting, where all participating companies in the research blocks are
represented. The technical committee meets 3-4 times a year at Jernkontoret or at

member companies. The general meeting, on the other hand, is held every spring.

Purpose and general orientation: Technical area 23 is divided into four research blocks,

with different working areas. The research blocks plan, implement and report research
activities within the respective fields. The blocks prepare items for consideration, such
as new research activities for decision in the technical area. The blocks present the
research activities carried out to the technical committee. Membership of the research

blocks determines participation in the technical area.
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TO 24 Casting and solidification

Jernkontoret’s technical area 24, Casting and solidification, is where collaboration
takes place between companies and institutes interested in research and technical

development in the field of metal casting and solidification.

The technical committee meets 3-4 times per year at Jernkontoret or at member

companies.

Purpose and general orientation: Activities within technical area 24 aim to improve the

Nordic steel industry’s competitive position, through working together within the fields
of casting and solidification. This involves, for example, the creation of networks for
the exchange of experience and know-how, seminars and conferences as well as
research. Such activities may either be co-funded with state research funding or

carried out using member companies’ own resources, so-called "bruksforskning".

The research is performed in collaboration with industrial research institutes and
universities. Through this work, the technical area here contributes to knowledge
development within its member companies, the maintenance of effective research
environments at research institutes and, not least, to the education and training of

researchers.

TO 31 Strip and plate

Jernkontoret's technical area 31, Strip and plate, is where collaboration takes place
between companies, research institutes, higher education institutions interested in

research into the rolling of flat products.

The rolling process for production of strip or plate — often called flat products -

normally starts with the reheating of steel slabs in furnaces. The steel slabs are then
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hot rolled into strip or plates, via repeated thickness reductions, both reversible and

continuous, using a number of roll pairs.

The products are then water-cooled in a cooling area or undergo hardening. The
interaction between the heating, rolling and cooling creates the product’s final
external and internal properties. For some of the products, cold rolling and annealing is

carried out while otherwise finishing takes place e.g. cutting into sheet.

There are a large number of different rolling mills for hot and cold rolling. Examples
include the wide strip mill, plate mill, reversible finishing mill, tandem mill, sizing mill,

cluster rolling mill, etc.
The products, both of carbon steel and stainless steel, are found in a large number of
applications. These typically include cars, commercial vehicles, heavy transport

vehicles, ships, cranes, buildings, white goods, kitchen utensils etc.

Committee meetings are arranged 2-3 times per year, at Jernkontoret and at member

companies alternately.

Purpose and general orientation:

To seek financing for, to plan and initiate own projects, as well as externally
co-funded projects or major research programmes, via co-ordinated contacts

between companies, researchers and donors

To run this process-focused research, with an input of joint research efforts from

companies, institutes and higher education institutions

To foster contacts within the industry, facilitate the sharing of experiences, to
make the best use of specialist knowledge and monitor the latest technology and

processes

To strengthen the Nordic steel industry’s competitive position within this area

through applying the research results obtained

322



! U LIbh AVAS
TR LEETIEL
ASSOCIAGAO NACIONAL DAS EMPRESAS

METALURGICAS E ELECTROMECANICAS Vasconcellos e S& Associates, S.A.

TO 32 Bar and profile

Jernkontoret's technical area 32, Bar and profile, is where collaboration takes place
between companies, research institutes and higher education institutions interested in

research into the rolling of bars and sections, often called long products.

The rolling process to make bars (billets) and profile products starts conventionally
with the reheating of steel slabs in furnaces. It continues with hot rolling of these steel
slabs, via repeated area reductions, first reversibly and then continuously through

passes between grooved rolls in a number of roughing stands into bars or profiles.

The products are subsequently air cooled on a cooling bed; there then takes place
finishing, such as straightening and turning. The interaction between the heating,
rolling and cooling creates the product’s final external and internal properties. Rolling
mills are long and are divided up into the roughing stand, intermediate stand and

finishing train.

Rolling mills are often designated according to the products they make; rod and bar
mill, section rolling mill, small section mill, wire rod mill etc. The products are often
used as structural elements in buildings (universal beams, structural columns), for

bridges, ships and for use in different vehicles.

Committee meetings are arranged 2-3 times per year, frequently on the premises of

member companies.

Purpose and general orientation:

- To seek financing for, to plan and initiate own projects, as well as externally
co-funded projects or major research programmes, via co-ordinated contacts
between companies, researchers and donors

- To run this process-focused research, with an input of joint research efforts from

companies, institutes and higher education institutions
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- To foster contacts within the industry, facilitate the sharing of experiences, to
make the best use of specialist knowledge and monitor the latest technology and
processes

- To strengthen the Nordic steel industry’s competitive position within this area

through applying the research results obtained

TO 33 Wire

Jernkontoret's technical area 33, Wire, is where collaboration takes place between
companies, research institutes and higher education institutions interested in wire
production.

The process of wire drawing into finished wire products normally begins with descaling
of the oxide layer on wire rods delivered from the wire rod mill. The process continues
with cold drawing of wires to the final, predetermined dimension. This takes place via
repeated area reductions and continuously by way of passes with wire drawing dies,
which are arranged in a drawing block or capstan. In the drawing of thinner wire, the
wire rods are annealed and pickled before renewed cold drawing takes place.

Wire products include wire racing bearings, spring wire, welding wire, staple wire, high
resistance electrical wire, wire for drills, surgical suture wire, etc.

Committee meetings are arranged 2-3 times per year, often on the premises of

member companies.

Purpose and general orientation:

- To seek financing for, to plan and initiate own projects, as well as externally
co-funded projects or major research programmes, via co-ordinated contacts
between companies, researchers and donors

- To run this process-focused research, with an input of joint research efforts from

companies, institutes and higher education institutions

324



! U LIbh AVAS
TR LEETIEL
ASSOCIAGAO NACIONAL DAS EMPRESAS

METALURGICAS E ELECTROMECANICAS Vasconcellos e S& Associates, S.A.

- To foster contacts within the industry, facilitate the sharing of experiences, to
make the best use of specialist knowledge and monitor the latest technology and
processes

- To strengthen the Nordic steel industry’s competitive position within this area

through applying the research results obtained

TO 34 Tube
Jernkontoret's technical area 34, Tube, is where collaboration takes place between
companies, research institutes and higher education institutions interested in research

within tube and pipe production.

There are two main types of tube products, namely welded tube and seamless tube. In
the case of welded tube, these are manufactured through steel strip being formed into
a tube and the joints or seams being welded together. Seamless tubes can be
produced by rolling from bar stock or be extruded via a die opening. Thin wall tubing

can be further processed through drawing or pilgering (to reduce the dimensions).
Tubes may be of both stainless and carbon steel. Applications include tubes for
different types of process industry, for high temperature use, in corrosive

environments, for many types of transport, for oil pipelines etc.

Committee meetings are arranged 2-3 times per year, often on the premises of

member companies.

Purpose and general orientation:

- To seek financing for, to plan and initiate own projects, as well as externally
co-funded projects or major research programmes, via co-ordinated contacts
between companies, researchers and donors

- To run this process-focused research, with an input of joint research efforts from

companies, institutes and higher education institutions
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- To foster contacts within the industry, facilitate the sharing of experiences, to
make the best use of specialist knowledge and monitor the latest technology and
processes

- To strengthen the Nordic steel industry’s competitive position within this area

through applying the research results obtained

TO 41 Steel development and applications

The purpose of Jernkontoret's technical area 41, Steel development and applications,
is to collaborate within those fields where there is scope to jointly enhance the
material’s properties. The starting point is primarily the perspective of the steel

customer.

The technical area functions as a contact group, both for initiating projects and for
collaboration between companies. Meetings are arranged 2-3 times a year, alternately

at Jernkontoret and at member companies.

Identified collaboration and research areas are:

Microstructures and impact of defects on product characteristics

Phase equilibria and kinetics of phase transformations

Sharing of experiences concerning materials and materials testing

Fabrication processes such as machining, welding, cold and hot forming

Material performance at end user stage

Purpose and general orientation:

- To seek financing for, to plan and initiate own projects, as well as externally
co-funded projects or major research programmes, via co-ordinated contacts
between companies, researchers and donors

- To run this process-focused research, with an input of joint research efforts from

companies, institutes and higher education institutions
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- To foster contacts within the industry, facilitate the sharing of experiences, to
make the best use of specialist knowledge and monitor the latest technology and
processes

- To strengthen the Nordic steel industry’s competitive position within this area

through applying the research results obtained

TO 43 Stainless steel

Jernkontoret's technical area 43, Stainless steel, is where collaboration takes place
between companies, research institutes and higher education institutions interested in
material research into stainless steel.

Stainless steel was introduced around the turn of the 20th century, initially as a
stain-resistant product for household applications. Low maintenance cutlery of
stainless steel was a great convenience. Since then, the number of stainless steel
grades has dramatically increased.

Stainless steel strip is produced in rolling mills, by means of hot and then cold rolling.
The interaction between the heating of steel slabs, final rolling and cooling creates the
product’s final external and internal properties. The properties are determined in the
first place by the microstructure, which determine the strength, ductility, hardening,
etc. Characteristic of stainless steels is, for example, the resistance to wet corrosion
and high-temperature oxidation.

Stainless steel is normally classified according to the steel’s resulting microstructure:
Ferritic, Martensitic, Austenitic, Duplex Ferritic-Austenitic.

Stainless steel occurs often in household appliances, in various types of steel cladding
for buildings and structures, in motor vehicles and trains, within healthcare and the
food industry, in tubes and pipes for different types of process industry, for handling
high temperatures, in corrosive environments, for different transport conveyances,
etc.

Committee meetings are arranged 2-3 times per year, alternately at Jernkontoret and
at member companies.

Purpose and general orientation:
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To seek funding for, to plan and to initiate own projects and external co-funded
projects or major research programmes via co-ordinated contacts between

companies, researchers and grant providers

To run this process-oriented research, where joint research inputs are included

from companies, institutes and universities

To promote industrial contacts, to enable the sharing of experiences, to make use

of specialist knowledge and to monitor the latest technical developments

To strengthen the competitiveness of the Nordic steel industry within the area

through using the research results achieved

TO 44 Non-destructive testing and measuring techniques

Jernkontoret's technical area 44, Non-destructive testing and measuring techniques, is
where collaboration takes place between companies and institutes interested in
research into non-destructive testing (NDT).

Committee meetings are arranged 2-3 times per year, at Jernkontoret or at member
companies.

Purpose and general orientation:

- To develop non-destructive measuring techniques from being an aid in final
testing to playing a determining and informational role in production processes.
Substantial economic advantages can be achieved in this context.

- To utilise the possibilities of handling and interpreting signals to open the way to
more reliable assessment methods.

- To apply non-destructive testing to

- hot and cold materials
- different dimensions and forms
- To support activities relating to the "examination and certification of personnel
who carry out non-destructive testing". This takes place through Jernkontoret
being a part-owner of CSM NDT Certification AB and the Research Manager for

this technical area being a member of the company’s board of directors.
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TO 45 Analytical chemistry

Jernkontoret's technical area 45, Analytical chemistry, is intended for companies and
institutes interested in analytical chemistry research in relation to steel production and
steel applications, as well as non-ferrous metals. In practice, however, the
collaboration takes place wholly within the framework of the Management group for
analytical chemistry. LG 45
To rationalise activities and to avoid duplication of work, joint research collaboration
within analytical chemistry has taken place, since the early 1990’s, wholly within the
framework of the "Management group for analytical chemistry within the Nordic iron,
steel and metal industries". This collaboration involves the participation of the
following governing and advisory bodies:

- Jernkontoret, Technical area 45, Analytical Chemistry

- Swerim AB, MRC Process analytical monitoring

- SIS, Swedish Institute for Standards, SIS TK 122
The formal, legal independence of the parent organisations above is retained and they
function, as before, on the basis of their own rules and preconditions. At the same
time, the practical work is planned and discussed at joint meetings.
The management group consists of representatives of those companies who are
members of these organisations. The management group holds an annual meeting, but
extra meetings may be arranged as and when required. For the handling of day-to-day

matters, however, the management group has appointed a committee.

The technical area is divided into four committees of experts. Research activities are

carried out within the framework of four committees of experts (EK):

- EK 1, General analytical techniques (JK 45051)
- EK 2, Chemical analysis during metallurgical processes (JK 45052)
- EK 3, Standardisation of chemical analysis methods (JK 45053)

- EK 4, Process analytical chemistry (JK 45054)
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The general discussions in the different bodies are open to all members. However,
project prioritisation and selection as well as information about - and access to -
results are normally reserved to the participants in the parent organisation that funds

the particular project.

Purpose and general orientation:

- Covers problems and tasks that relate to knowledge, experience and
standardisation within analytical chemistry or with analytical relevance, including
sampling and sample preparation for the benefit of the Nordic steel and metal
industries.

- Collaboration takes place in respect of production, process and product
development with the goal of keeping one step ahead of existing requirements
where analytical questions are concerned.

- Experience-sharing with national and international organisations and institutions is

stimulated.

TO 51 Energy and furnace technology

Jernkontoret's technical area 51, Energy and furnace technology, is where companies,
institutes and universities, interested in research into energy and furnace processes,

collaborate.

Steelmaking furnaces are divided into different zones where different atmospheres
and oxygen concentrations act as means of control. The requirement for steel slabs to

have a specific temperature during a certain period plays a determining role also.

There are conventional, continuous and batch-type furnaces. With furnaces of the
continuous type, the steel slab is transported through the furnace via e.g. pushers or
walking beams. Batch-type furnaces include soaking pit furnaces. The heat in the

furnaces is most often generated through combustion of oil or gas via a flame.
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Smaller heat treatment furnaces are frequently heated by electrical resistance wire.
Other heat treatments, at later process stages, include bright annealing in different

forms, whether of the continuous or batch type.

Committee meetings are arranged 2-3 times a year, taking place at Jernkontoret and
member companies alternately.

Purpose and general orientation:

To strengthen the Nordic steel industry’s competitiveness within the furnace

technology area.

To carry out process-oriented research with joint research inputs from companies,

institutes and universities.

To initiate, plan and fund projects via co-ordinated contacts between companies,

researchers and funding providers.

To promote industrial contacts, facilitate the interchange of experiences, utilise

specialist knowledge and monitor technical developments.

To diffuse information about research results and new technology and to work for

the introduction of these in practice.

TO 55 Steel production residues

Jernkontoret's technical area 55, Steel production residues is where companies and
institutes interested in research into residual products collaborate.
Parallel with iron and steel products, other materials also are produced which originate
in the steel production processes. Each year, this takes the form of just over two
million tonnes of material (e.g. slag and oxide scale), whereof about:

- 40 % is used externally, e.g. sold as various products

- 40 % recirculated internally

- 20 % becomes landfill waste
Residual products is the collective term for by-products, material for internal
circulation, recycling and waste. This term has no legal signification but is one way of

summarising everything that arises in addition to the production of steel.
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Committee meetings are arranged 2-3 times per year at Jernkontoret or at member

companies.

Purpose and general orientation:

- To promote the development of new products deriving from metallic and mineral
residues.

- To seek solutions in order to increase the use of residual products.

- To increase knowledge about the properties of the different materials, and effects
in connection with their use.

- To optimise the quantities and properties of the production residues for the
purpose of increased use.

- To prioritise, initiate and run R&D projects within the field.

- To monitor technological developments and influence the preparation of relevant
legislation.

- To promote networking inside and outside the sector and to act as a forum for the

sharing of information and experiences for members’ specialists within the field.

TO 60 Digitalisation

Companies and institutes in research with and within digitalisation collaborate within
Jernkontoret’s technical area 60, Digitalisation.

Digitalisation provides new opportunities for improving efficiency, and consequently
productivity, in both manufacturing and management processes. It additionally opens
up the possibility of increasing customer value. Digitalisation is thus decisive for
industrial development to improve competitiveness, sustainability and meet increased
competition.

Although the basis of digitalisation is progress in computer technology and
telecommunications, the ability of companies to capitalize on this potential depends

on how both leadership and the organization develop and adapt.
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Work in the technical area is carried out in thematic groups. These address specific
subjects in digitalisation and consist of experts from the member companies. The
thematic groups reports to the committee, which is the highest decision-making body.
Committee meetings are arranged 3-4 times per year at Jernkontoret or at member

companies.

Purpose and general orientation:

To gather and share knowledge on the benefits of digitalisation and its methods in
- Process control /automation, e.g. data collection, data mining, "industrial dark
data", "big data", sensors, system integration, mobility, positioning, visualization,

administrative systems, maintenance and robotics.

Customer interaction, e.g. customer portals, order management, web shops and

e-commerce.

Simulation and modelling, e.g. product and process development, virtual factories
and optimised design.
- New business models and customer values, e.g. design support, function

guarantees and "smart products".

Organisation and leadership, e.g. access to information, role of managers,

competence needs and recruit.

TO 80 Powder metallurgy

Companies with an interest in powder metallurgy materials collaborate within
Jernkontoret’s technical area 80, Powder metallurgy.

Committee meetings are arranged 2-3 times per year at Jernkontoret or at member
companies. To properly prepare the meetings of the Technical Area, the committee

has appointed an advisory panel (TOB 80), which meets about four times a year.

Purpose and general orientation:

Companies interested in powder metallurgy materials collaborate within this technical

area. There are member companies that cover the whole chain i.e. from powder
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production via pressing (compaction) to the users of components manufactured

through powder metallurgy.
Technical area 80 lays great emphasis on active collaboration between the material
manufacturers and material users; this is to facilitate product development and

product design and construction.

Research and innovation programmes

- Energy use in the iron and steel industry — research and development, JoSEn

The JoSEn program is a collaboration between Jernkontoret and the Swedish Energy

Agency that runs during the period 2013-2018.

Program’s vision and objectives:

The long-term vision is as follows: the Swedish iron and steel industry in 2050 is
competitive and a trailblazer in terms of scientific knowledge in the international
market, supplying energy-efficient, climate-sensitive products that reflect a caring

approach to the environment.

Goals for the program period:
- to support projects that aim to increase the energy efficiency of the iron and
steel industry.
- to maintain the excellent research groups that operate at Swedish higher
education institutions and research institutes at present.

- to disseminate the program’s results to the steel industry.

The program is intended to support well-embedded projects which, on completion,

will lead to good dissemination of the results and implementation in the long and

short term. In order to achieve maximum resource efficiency in the entire iron and
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steel industry process chain, the thermal process stages of the mining process are

also included in the program.

- Strategic innovation programme Metallic Materials
The strategic innovation program, Metallic Materials brings together Sweden’s metal
producing industries encompassing steel, aluminium, hard metal, steel castings, cast

iron and non-ferrous metal castings.

Metallic Materials was one of the first Swedish innovation areas to become a Strategic
Innovation Program - an initiative run by Vinnova, the Swedish Energy Agency and the
Research Council Formas. The idea behind the initiative is to increase innovation within
industries important to Sweden. These sectors must also have the potential to become
even more significant through stimulating collaboration between industry, the public
sector and the academic world.

The metal industry’s long tradition of developing and producing advanced materials
means that nowadays operations are carried out across the whole chain: from mining
and smelting to the processing, forming and finishing of metals.

The Metallic Materials Program office includes representantives of Jernkontoret,
Svenskt Aluminium, the Swedish Foundry Association and the Faculty of Engineering at

Lund University.
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1.2. Education

The success of the Swedish steel industry rests on its capability to offer value-added
solutions based on advanced steels. To ensure the success be continued, specialist

knowledge within as well as across several disciplines is required.

Jernkontoret strives to increase interest in those degree programmes and courses that

meet the special needs of the steel industry.

What Jernkontoret offers, among other things, are university bursaries for
technologists on two especially important Master of Science in Engineering
programmes: Materials Design and Engineering at KTH Royal Institute of Technology

and Sustainable Process Engineering at Lulea University of Technology (LTU).

We also arrange different types of activity for young people and we participate in steel

companies collaboration with schools.
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2 - Standardisation Council

The Standardisation Council’s area of responsibility covers issues concerning

standardisation of materials and products.

The Council:

- prioritises Jernkontoret's input to Swedish steel standardisation and decides
how Jernkontoret's funding for steel standardisation should be allocated.

- works to diffuse knowledge on the importance of standardised technical
regulations and concepts for rationalised marketing and manufacturing.

- represents the steel industry’s interests on standardisation issues in relation to
public authorities and other materials/products/competitors.

- handles issues relating to the need for new steel standards, sampling methods

and process concepts.

Members of the Standardisation Council:

Hans Kjellstorp, Chairperson, AB Sandvik Materials Technology
Anneli Anhelm, Ovako Bar AB

Per Hofslagare, SSAB Special Steels

Mats Larsson, Hoganids Sweden AB

Maria Norberg, Uddeholms AB

Patrik Sundell, Outokumpu Stainless AB

Robert Eriksson, Secretary, Jernkontoret
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AMERICAN IRON AND STEEL INSTITUTE (AISI)

Fonte: Site do American Iron and Steel Institute

AlSI serves as the voice of the North American steel industry in the public policy arena
and advances the case for steel in the marketplace as the preferred material of choice.
AIS| also plays a lead role in the development and application of new steels and

steelmaking technology.

AlSI is comprised of 18 member companies, including integrated and electric furnace
steelmakers, and approximately 120 associate members who are suppliers to or

customers of the steel industry.

Collaborative Research & Development

The Technology department of American Iron and Steel Institute (AISI) is responsible
for Collaborative Research and Development (R&D). The Collaborative Research and
Development Program receives direction from the Committee on Manufacturing

Technology (COMT).
AlSI acts on behalf of Industry Participants by:

Soliciting research proposals from academia, industry, government, and private

laboratories.
Facilitating analysis of the proposals received.
Seeking Federal or other co-funding.

Providing project management for all projects within the program.
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Current Topics
Advanced Measurement Technology

The Steel industry has a need for sensors which can measure various parameters
throughout the steelmaking process. To date, these measurements have not been
possible due to the extreme temperatures and conditions experienced. The industry
has a need for these sensors to provide for more accurate modeling, real-time sensing,
and overall quality improvements. Some of the measurement devices needed would
provide the ability to measure oxygen in liquid metal, slag depth, liquid metal
temperature, rolling mill temperatures, pickle bath chemistry, acidity, and copper
levels, cold rolling stand load and separating force. In addition to the sensors, there is
also a need for big data analysis. A system is necessary to analyze and compile the data

from the sensors in order to make it readable and useable to predict issues.

The deadline for this solicitation has passed. COMT members are currently deciding
which proposals to pursue. Any additional proposals received will be presented to the

committee at the next meeting.

Active Projects
Novel Flash Ironmaking

An innovative ironmaking technology based on the direct gaseous reduction of fine
iron oxide concentrates in a flash reduction process is under development between
Berry Metal Company and the University of Utah. The Novel Flash Ironmaking Process
takes advantage of shale gas discoveries in the United States and the productive use of

the available large quantities of fine iron oxide concentrates.

Once fully implemented, the projected benefits of this novel technology include a
reduction in energy consumption by using concentrates that do not require

pelletization or sintering—potentially eliminating the use of coke. Significant
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environmental emission reductions—especially CO2 emissions in comparison to the
conventional blast furnace ironmaking route—come from using natural gas or

hydrogen instead of coke as the reducing agent.

The Novel Flash Ironmaking Process technology is to be applied to the production of
iron as a feed to the steelmaking process initially, but could also be a part of a
continuous direct steelmaking process eventually replacing the blast furnace and other

alternative ironmaking processes.

Project Participants: ArcelorMittal, Berry Metal, TimkenSteel, U. S. Steel

Future Solicitation
Recycling of Steel Plant Co-products

The Steel industry is seeking to reduce the amount of co-products of the steel making
process that go into landfills. Some co-products have an established process, for
example, slag handling results in slag products being used in construction, asphalt, and
agricultural markets. There are other co-products that do not currently have a path
towards reuse. Research is needed to increase the recycling and reuse of steelmaking

co-products that end up in landfills.

CO2 Reduction from Steelmaking Processes

CO2 reduction has been, and will remain a priority for manufacturing companies. The
Steel industry has made significant improvements in reducing CO2 emissions, but
seeks to further this effort and reduce CO2 emissions even more. The Steel industry is
seeking new technologies to reduce, capture and/or sequester the CO2 from

steelmaking processes.
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Additive Manufacturing Impacts on Steel and Competing Materials

3D printing has revolutionized the way that prototyping is performed. To date, the
Steel industry has not experienced any significant gain with additive manufacturing
technology. Research is needed to identify potential opportunities, determine the
technology barriers to implementing 3D printing with steel, and decide how best to
overcome those barriers. A market analysis is also necessary to gain an understanding
of achievements other materials have experienced/may experience with additive

manufacturing.

CcoMT

AlISI’'s Committee on Manufacturing Technology (COMT) gives direction to the
Collaborative Research and Development Program. The COMT meets twice per year

and holds conference calls as needed.

Mission

To provide AISI members technological awareness, anticipation, evaluation and
leadership addressing opportunities and competitive threats to ensure steel continues

as the material of choice.

Goals

Increase the competitiveness of the North American steel industry by:
Lowering energy use and CO2 emissions

Lowering emissions to our environment

Enhancing product performance

Leveraging steel industry resources and risk
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The Economic Impact of the American Iron and Steel Industry

According to a recently released analysis, the American iron and steel industry is a
dynamic part of the U.S. economy, accounting for more than $520 billion in economic
output and nearly two million jobsin 2017 when considering the direct, indirect
(supplier) and induced impacts. These workers earned over $130 billion in wages and

benefits. All told, the industry generated $56 billion in federal, state and local taxes.
AISI Public Policy Priorities

Pro-Manufacturing

The North American steel industry strongly supports the implementation of a national
pro-manufacturing agenda to ensure U.S. manufacturers are able to compete in

today’s global economy.

Trade

Foreign government subsidies and other market-distorting policies have resulted in
massive global steel overcapacity and significant levels of steel imports, resulting in
thousands of U.S. job losses and numerous plant closures. The United States must take
broad action under Section 232 to protect our national security; press China and other
nations to eliminate their steel overcapacity and to end all subsidies and other
market-distorting policies that promote steel overcapacity; enforce aggressively U.S.
trade laws against dumping and subsidies by using all available tools; modernize and
strengthen the NAFTA; respond to foreign government currency manipulation; and
defend aggressively our ability to apply non-market economy methodology to remedy

injurious dumping by China.
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Tax Policy

AlSI supports tax policy that encourages manufacturing activity in the United States
and increases the global competitiveness of domestic steel producers. Congress should
maintain provisions in the tax code that ensure a competitive corporate tax rate,
accelerated cost recovery to promote domestic capital investment, and the elimination
of the corporate alternative minimum tax, while providing for the necessary and
appropriate transition rules that allow companies to carry into the new tax system net

operating losses and other tax assets they have accumulated under prior law.

Energy and Climate Change

The production of steel is inherently energy intensive and the availability and reliability
of affordable energy is essential to the industry’s competitiveness. The Administration
should ensure that regulations of energy providers do not undermine the
competitiveness of U.S. manufacturers, including continuing EPA efforts to replace the
Clean Power Plan. In addition, Congress and the Interior Department should continue
to reverse ongoing federal regulatory efforts that limit production of domestic energy
sources. Congress and the Administration should enact policy measures to facilitate
investment in our national energy infrastructure, including production, distribution,

transmission, and storage projects.

Environment

American steel producers have carefully sought to reduce our environmental footprint
even while producing the advanced and highly recyclable steel that our economy
needs. We have been encouraged by the current Administration’s recognition of the
need for a partnership with industry to preserve and protect our shared environment
while promoting economic growth. AISI urges the Administration and Congress to

continue to reconsider EPA regulatory actions in order to address the impact of these
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regulations on industrial competitiveness and to ensure adequate cost/benefit

analysis.

Transportation and Infrastructure

Transportation infrastructure facilitates broad economic growth and directly impacts
the competitiveness of the domestic steel industry. Congress should provide for
increased, long-term funding for improvements to the nation’s transportation, water,
energy and other critical infrastructure. Federal funding should be accompanied by
reforms that streamline permitting to speed approval of large projects and should
ensure that iron and steel used for the nation’s infrastructure is produced in the

United States.

Workforce Policy

The steel industry shares the federal government’s goal of ensuring safety and health
at industrial workplaces. However, some regulations may misdirect priorities and
create unnecessary costs for employers that prevent optimum workplace safety and
health benefits from being realized. The Administration and Congress should
reconsider and reform these regulations. Congress also should enact the Voluntary
Protection Program Act to authorize and improve the VPP, a key employer employee-
OSHA collaborative workplace safety program, and the Administration should commit
to a cooperative enforcement approach where federal agencies and employers work in

partnership to advance workplace safety and health.
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23. RISE (Research Institutes of Sweden):
Investigacao & Desenvolvimento transversal a

industria
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RISE RESEARCH INSTITUTES OF SWEDEN

RISE is Sweden’s research institute and innovation partner. Through our international
collaboration programmes with industry, academia and the public sector, we ensure
the competitiveness of the Swedish business community on an international level and
contribute to a sustainable society. Our 2,800 employees engage in and support all
types of innovation processes. RISE is an independent, State-owned research institute,
which offers unique expertise and over 100 testbeds and demonstration environments

for future-proof technologies, products and services.

Our purpose

RISE’s mission is to work for sustainable growth in Sweden by strengthening the
competitiveness and capacity for renewal of Swedish industry, as well as promoting

the innovative development of society as a whole.

RISE’s mission is formulated in Swedish Government research and innovation bills as

well as any owner instructions issued by the Government.

The Government’s research and innovation bill states that the overarching goal for the
research institutes gathered under the RISE AB umbrella is to be internationally
competitive and facilitate sustainable growth in Sweden by strengthening

competitiveness and innovation in the business Community.

We do this by:

i. Increasing our own and our customer’s international presence and

competitiveness.
ii. Strengthening regional business communities and industrial clusters.

iii. Creating a robust infrastructure for innovation for the benefit of industry and

society.
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iv. Contributing to innovative, sustainable solutions to social challenges.

v. Supporting small and medium-sized businesses nationwide.

Our objectives

RISE Research Institutes of Sweden’s mission is to work for sustainable growth in
Sweden by strengthening the competitiveness and capacity for renewal of Swedish

industry.

Operational objectives:

RISE Research Institutes of Sweden AB and its subsidiaries (RISE) shall be
internationally competitive and facilitate sustainable growth in Sweden by

strengthening competitiveness and innovation in the business community.

RISE shall strategically develop expertise and collaborative networks that contribute to
strengthening competitiveness and innovation in the business community, as well as

the institute sector’s position in the innovation system.

RISE shall have an appropriate structure for effectively contributing to strengthening

competitiveness and innovation in the business community.

The combined industry research institute sector’s brand, RISE, shall be reputed and

well-known among stakeholders.
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Sustainability objectives:

i. Responsibility objective — by 2020, 100% of our customer assignments will come
with a Sustainability Declaration and be linked to one of the UN Sustainable

Development Goals.

ii. Business objective — by 2020, 10% of turnover shall be generated as a direct result

of sustainability work.

iii. Attraction objective — by 2020, we shall be one of the 10 most attractive

employers in our category nationally.

Financial objectives:
i. Operating margin — at least 3% from 2020 onwards.
ii. Net debt/equity ratio — 0-30% from 2019 onwards.

iii. Dividend — 0%.

Our offer

RISE works on some of the most pressing and exciting challenges of the age, often on
assignment from or in close collaboration with the industry, academia and the public

sector.

1 - Vision and strategy

Increased competitiveness and sustainable development are built on the ability of
companies and organisations to renew and innovate, on their knowledge of global

trends and on how well they are able to identify the needs of relevant target groups.
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There is an increasing need for business intelligence and trend spotting in order to
navigate an increasingly complex and dynamic market. This must be combined with

structured and systematic innovation work.

We offer:

Innovation partnerships: We offer businesses, public authorities and organisations

structured, strategic innovation partnerships in the form of framework agreements.

These innovation partnerships are designed based on the customer’s needs but are
always founded on trust and confidentiality. A confidentiality agreement is prepared
for access to the customer’s project portfolio and future challenges, so that we are
able to proactively support the customer in identifying the correct expertise, test beds

and any other applicable RISE services.

Another central component of any innovation partnership is that the customer always
has access to one person within RISE who works exclusively for the client on either a
full-time or part-time basis and who functions as their point of contact. It may even be
possible that one of the customer’s employees will be provided with a workplace at
RISE, or indeed that all relevant RISE employees will be stationed at the Customer’s

premises.

Future scenarios and roadmaps: Using systematic business intelligence based on
challenges and needs, we are able to provide an overview of which trends and

conditions can be expected to affect the organisation in the short and long terms.

These methods have been developed over a long period of time and are combined

with the research and in-depth technical expertise available at RISE.

Our Technical Innovation System (TIS) is a methodological framework through which
we analyse the emergence of new technological sectors. This is used to identify
opportunities and obstacles to growth in various technological fields. The method can
be used in a number of areas, although it does require good knowledge of the

technology in question.
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Among other things, we can deliver:

Trend spotting and action plans to meet future challenges: Systematic data collection
allows the analysis of business intelligence to draw strategic conclusions and model

future scenarios.

Forecasting of new, fast-moving or disruptive solutions: Can include technologies,

business models, organisations, etc.

Innovation support services: RISE Innovation Offices allow us to offer a range of
innovation support services that facilitate an efficient and successful development and
innovation process irrespective of whether the aim is a technological shift, business

development or organisational evolution.

Translucent Innovation: Translucent Innovation is a digital platform and app for open
innovation, in which the company’s needs for research or business development are
matched with RISE expertise and 5,500 startups and small businesses in the Swedish

Incubators and Science Parks (SISP) network.

CoCreation: A two-day workshop based on design methodology in the field of product
and business development, aimed at providing an informed decision prior to
commencing an innovation project. A concrete customer requirement is formulated
and submitted via Translucent Innovation. Responding companies are invited to attend
the workshop for creative concept generation and structured assessment of
profitability and implementability. Deliverables from the workshop are a number of

completed concepts.

Need Portfolio Management (NPM): How does one determine which needs will
provide the best return and can realistically be delivered at a given cost and within a
given timespan? RISE offers support in Need Portfolio Management (NPM), a service
very much akin to PPM (Project Portfolio Management) but with the focus on need
and business opportunities prior to the commencement of a project. During a two-day

workshop, current needs from the sales organisation are analysed and a need portfolio
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is prepared. In combination with a training course, the company can then drive their

own NPM process.

TRIZ: Needs analysis carried out within NPM can be supplemented with a root-conflict
analysis of the most business-critical needs. TRIZ is a method for quickly identifying
general problem-solving principles to deal with technical issues. RISE offers both
training and workshops on TRIZ methodology. TRIZ is a Russian acronym for the

‘Theory of Inventive Problem Solving'.

Innovation Landscaping: This service is aimed at companies that require solutions to
technical or business-related problems and need support in evaluating possibilities
such as joint venture, patent procurement or company acquisition to obtain the
correct technology. Based on the challenge facing the customer, RISE will compile a
report on relevant partners and technical solutions, interview candidates and arrange

workshops with the customer.

Innovation Due Diligence (IDD): This service is offered in collaboration with Lulea
University of Technology’s business development company LTU Business and is
focused on early-stage innovation and business ideas. We undertake a detailed
evaluation of business potential in three stages, allowing an informed decision on how

the innovation/business idea should be developed.

Beyond: Beyond, a collaboration with Ideon Open in Lund, is an incubator and
accelerator for product and business development in large, established businesses.
Beyond offers the company an innovation environment for the development of
creative ideas and new technologies, with working teams placed in the incubator for

up to a year.

The Pink — Design Enabled Ecosystem for Prototyping Sustainable Futures: The Pink is
both a physical and a virtual innovation hub and a design-driven ecosystem; a platform
for cutting-edge innovation and sustainable social transformation. The Pink is a project
for prototyping sustainable futures in which dynamism, creativity and exploration are

the key.
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Innovation competition: On behalf of Vinnova, RISE also runs a national innovation
competition office aimed at supporting public authorities, organisations and
businesses in effectively utilising and implementing innovation competitions in their
organisational development. Among other things, we provide support for the
procurement and evaluation of innovation competitions, as well as strategies for

implementing the results obtained.

2 — Research and Development

The complex challenges facing society and trade and industry demand increasing levels

of skills development and interdisciplinary solutions.

Needs-driven, applied research is RISE’s core activity and is always conducted in
collaboration with customers and partners, either in publicly funded consortiums or
through direct assignments on behalf of the private sector. We also offer competence

development and specific support for small and large businesses.

We offer:
Applied research for innovation:

Publicly funded consortiums: As an independent innovation partner, RISE conducts
and participates in a number of challenge-driven national and international R&D
projects that are in part publicly funded. Thanks to our large network in the private
and public sectors, we are able to quickly assemble teams and stakeholders with the
relevant skills in all links of the value chain; whether from the public sector, trade and
industry, large and small businesses or academia. Publicly funded projects are
characterised by: Experimental results; Intellectual property shared with other
consortium members; Work partly financed by public funds; Noncompeting parties

throughout the value chain participate
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Direct assignments on behalf of the private sector: RISE is able to call on a uniquely
broad range of technical expertise, as well as a robust innovation infrastructure, for
the benefit of our customers. Our expert consultants are all researchers with a global
network and good insight into commercial conditions. We conduct our work together
with customers in complete confidentiality to identify development needs and develop
market-adapted and sustainable applications. Direct assignments on behalf of the
private sector are characterised by: Confidentiality; Projects can be large or small in

scope.

Service innovation and design processes: Knowledge about how service logic and
methods for co-creation and design can be utilised in R&D work is increasingly
important for both the public and private sectors in being able to develop new services

and functionality.

We use design methodology to analyse and visualise the users’ conditions, behaviour
and motivations, and to develop customised solutions in close collaboration with our
customers and partners. It is often necessary to implement processes across industries
and sectors, in the borderlands between innovation, research and business
development. Unique structures are thereby created for innovation, adapted to every
requirement and challenge facing the individual enterprise and at a system level,

whereby we also create new conditions for policy making based on relevant data.

RISE Service Lab is one example of an innovation environment in which we conduct

research and development into innovative services.

Professional Education: In addition to the knowledge transfer that takes place in daily
collaborations between us and our partners, RISE offers a competence development
for a professional, sustainable, competitive and lifelong learning. Our educational

activities are aimed at both the business sector and the public sector.
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Supply of competence development: RISE educational activities are aimed at both the
business sector and the public sector. Our range includes everything from
subject-specific courses and lectures to conferences, web-based education and
facilitation of complex change processes in the form of workshops and seminars. The
subject areas reflect the entire breadth of the RISE business areas. Many of our

courses also result in certifications and validations.

Tailored activities: RISE also provides tailored activities designed for the customer's
specific needs according to wishes. It can involve smaller training efforts, such as
individual lectures, workshops or conferences, but also be more comprehensive
education programs, mobile education solutions, online education or distance

learning.

Research on digitization and learning: RISE offers a context in which organizations in
the education sector and active people in lifelong learning can participate in applied
research projects, gain new knowledge, test products and systems and also gain access

to both research and external analysis of digitization.

Innovation support for small and medium-sized businesses: One of RISE’s most
important tasks is to strengthen the competitiveness of small and medium-sized
Swedish businesses (SMEs). Our focus is always on the needs of the individual
company and we offer customised support and expertise irrespective of where on the

development curve the company finds itself.

We are able to offer SMEs everything from technical solutions, skills development and
commissioned research to evaluations of products or processes. We also have

methods and services to support the innovative ability of the company.

Our offer for SME companies:

Access to RISE’s 2800 experts and hundreds of test and demonstration environments
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Guidance regarding SME-specific projects and offers
Tips and advice regarding funding opportunities
Quality-assured market access

Business networks

Customised training

Examples of SME-specific projects and networks include the Food Accelerator,
Scale-up, the Enterprise Europe Network (EEN), EU SME support initiatives and advice

on CE labelling.

Expert support: RISE has the expertise required to implement a successful innovation
process, with specialists in a large number of technical disciplines and other important
fields of knowledge. This expertise can be combined in interdisciplinary teams or
offered individually, depending on the customers needs and the complexity of the

assignment in question.

3 — Industrialization and quality assurance:

Testing, measuring, verification and quality assurance are important elements in any

successful and efficient technical development and innovation activity.

We offer test beds and specialist competence in advanced measurement techniques,

certification, calibration, standards and quality control.
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We offer:

Industrialization and verification: Test beds and demonstration environments,
technical evaluation and verification as well as prototypes and pilot production are

some of RISE's offerings in industrialization and verification.
Technical evaluation and verification

Quality assurance: Legislation often places demands on products, equipment,
machinery, management systems and/or skills. As a customer, you may also want to
feel comfortable with what you buy. Confidence in products and services increases
with quality assurance in the form of certification, calibration and inspection. RISE is

the national leader in several of these competence areas.
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Clause 23 Supplementary pay systems Notes

Subclause (1)

Individual or collective agreements may be made
concerning pay systems supplementing pay fixed
according to clause 22. Supplementary pay
systems may include pay by results, bonuses,
production premiums, performance-related pay,
function pay, job bonuses, inconvenience
allowances or a system based on team
qualifications.

Subclause (2)

Payment under supplementary pay systems
cannot be changed more than once in any one
year covered by this Agreement.

Subclause (3)

Agreements on supplementary pay systems
should be m writing.

Subclause (4)

Unless otherwise agreed, collective agreements
on supplementary pay systems may be terminated
i accordance with clause 8.

Unless otherwise agreed, individual agreements
may be terminated at the notice of termination
applying to the individual employee concerned.

Subclause (5)

On discontinuation of the supplementary pay
system the employee shall receive a pay fixed
according to clause 22 and any other continuing
supplementary allowances.

81
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Notes Clause 24 Piecework

Subclause (1)

(a) Piecework may be agreed by free
negotiation and/or local agreement.

(b) The payment for piecework cannot be
changed more than once in any one year
covered by this Agreement.

(c) Any existing local agreements which apply
to specific work and which cannot be
terminated or expire before completion of
the work shall not be covered by item (b).

Subclause (2)

(a) Where piecework rates are fixed by free
negotiation, this shall take place by
negotiation between the employer and the
employee(s) to whom the piecework 1s
offered.

(b) Where agreement cannot be reached, either
party shall be entitled to call in the shop
steward to participate in the further
negotiations.

(¢) Where agreement is not reached. the work
shall be performed for a payment which 1s
11 per cent less than the average piecework
earnings 1n the quarter preceding the
negotiations for the group of employees in
the enterprise to which the employee
concerned belongs.

However, the payment cannot be less than
the minimum pay according to this
Agreement.

Application of the above provision as a basis
for payment of a substantial part of the

82
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employees engaged on piecework 1s Notes
regarded as abuse.

Subclause (3)

Price lists, piece rates and other fixed piecework
rates and locally agreed piecework rates may be
terminated in accordance with clause 8.

Subclause (4)

A piecework book or file shall be kept in which
all piecework jobs shall be entered, stating clearly
the extent, limitation, price, etc. of the work. The
employees shall have access thereto. Piecework
which has previously been entered need not be
entered again.

Subclause (5)

Unless otherwise agreed. the individual employee
shall receive the usual time rate as advance
payment for piecework.

Subclause (6)

For participation in internal information and
mstruction meetings during working hours,
employees who are interrupted while doing
piecework shall be paid the average earnings
from piecework and time-rate work in the
preceding quarter for the group of employees to
which the employee concerned belongs.

Subclause (7)

In cases where an employee performs a part of a
job which has been assigned as piecework to one
or several other employees whose production 1s
dependent on the former employee's effort, a
special piecework arrangement should be agreed

83
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Notes with such employee prior to the commencement
of that part of the job.

Where this 1s not possible, a suitable addition to
the time rate shall be agreed with the employee in
question.

Subclause (8)

On completion of the piecework the employee
shall hand in his/her piecework ticket for
approval of the work.

When the work has been approved, the
difference, if any, shall, as far as possible, be
computed on the next pay day. however, not later
than four weeks after approval of the work.

Subclause (9)

Unless otherwise agreed, any surplus on
piecework on a group basis shall be distributed
on the basis of the individual employee's time
rate and the hours worked.

84
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25. Negociagao colectiva: detalhe do caso
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PERFORMANCE-RELATED PAY AND FIRM
PRODUCTIVITY: EVIDENCE FROM A REFORM IN THE
STRUCTURE OF COLLECTIVE BARGAINING

CLAUDIO LUCIFORA AND FEDERICA ORIGO#

The authors investigate the causal effect on firm productivity of a
switch from fixed wages to collective performance-related pay,
exploiting a reform in the structure of collective bargaining
triggered by a social pact. They find that an increase in the adoption
of collective performance-related pay leads 1o a 3 vo 5% productiviry
gain but that such effect declines over time. They show thar the
cffect on productivity varies substantially by firm size, industry
affiliation, and union density. Both the size of the bonus and the
design of the scheme—in terms of number and types of parameters
used—are also important featares for a firm's productivity.

he compensation packages of a growing proportion of firms, particu-

larly in the private sector, include pay schemes linking pay to emplovee
or company performance (Bloom and Van Reenen 2011). The economic
effects of these pay incentives have been extensively investigated, and a large
theoretical hterature seeks to explain how firms should design compensa-
tion schemes to motivate workers in their jobs and maximize firms' profits
{{or a review, see Prendergast 1999},

While several studies document large productivity gains associated with
the adoption of individual performance-related pay (PRF) schemes and in
particular piece rates {Lazear 2000); Bandiera, Barankay, and Rasul 2005;
Freeman and Kleiner 2005), robust evidence on the impact of collective
PRP on firms’ productivity is still scarce. Some empirical studies show that
collective PRP is able to generate productivity gains for firms, although they
are not as large as those found for individual PRP (Cahuc and Dormont
1997; Origo 2009; Gielen, Kerkhofs, and van Ours 2010). Furthermore,

*Cravuno Lucirora is Full Professor of Economics at the Universicé Cattolica del Sacro Coore di
Milano and an TZA Research Fellow. Feperica Orico is Asseciate Professor of Economics at the Univer-
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Piero Casadio, Pietro Garibalds, Michele Pellizzan. and Elena Cottini for their comments, The daia nsed
have kindly been made available by Federmeccanica, A data appendix with additienal resules, and copies
ol computer programs used o generate the results presented in the artcle, are available from federica
ooty it
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PERFORMAMNCE-RELATED PAY AND FIRM PRODUCTIVITY 607

studies based on firm-level panel data show that these gains, albeit relatively
small, also benefit the employvees through higher earmmings (Andrews, Bell-
mann, Schank, and Upward 2010; Long and Fang 2012}, and the returns to
performance pay are larger for ethnic minorities, particularly in the case of
minority women (Fang and Heywood 2006, 2010).

One problem in comparing the above findings, however, lies in the ditfer-
ent identification strategies generally used in the literatare: while the studies
on collective PRP mentioned above usually exploit the panel structure of the
data to estimate fixed-effects models, those on individual PRP exploit quasi-
natural experiments occurring in the compensation scheme at a given firm.

Both strands of literature have limitations. On the one side, the approach
based on panel data provides consistent estimates of the causal effect as
long as the changes in the pay structure are strictly exogenous, or alterna-
tively if all the differences between treated and control firms can be attrib-
uted o firm-specific fixed effects. The swrict exogencity assumption is
violated if firms choose to change their pay structure on the basis of past
productivity levels, which is often the case. On the other side, the approach
that exploits quasi-natural experiments, being based mostly on specific case
studies, often lacks external validity for the results.

This article improves on the previous literature by combining the two
approaches above. First, we use a very rich firm-level panel data set for the
Italian metal engineering industry and implement a fixed-effects model to
account for firms’ unobserved heterogeneity. Second, we exploit an exoge-
nous change in the institutional setring, which—in the frame of a social
pact—changed the structure of bargaining, shifting firm-level collective har-
gaining from fixed wages to PRP schemes. The focus on the [talian experi-
ence provides an interesting case, as little empirical evidence is available on
the effects on fArms’ productivity of a move to decentralized bargaining,
with a variable pay scheme defined as a cash-based bonus linked to specific
indicators of productivity, profitability, or other measures of firm perfor-
mance. While social pacts traditionally involve a policy contract between the
government and social partners over income policies and other macroeco-
nomic targets, issues concerning the structure of collective bargaining or
firms' payment systems are relatively uncommon (Baccaro and Lim 2007,
Hassel 2009; Avdagic, Rhodes, and Visser 2011}, Finally, we investigate the
existence of heterogeneous productivity effects by firm characteristics (i.e.,
firm size, industr}-‘, and unionizaton level), pa}"i.ng spe(:iﬁc attention to the
role of the design of the premium and the actual amount of the bonus paid.

Theory and Empirical Evidence

Feonomic theory predicts that collective PRP schemes should be used when
it is difficult to measure individual performance. Their use should reduce
monitoring costs (Fitzroy and Kraft 1995) and increase the workers' effort,
with subsequent positive effects on aggregate productivity: When individual
pav depends on aggregate performance, evervone has an incentive to moni-
tor his or her coworkers to avoid opportunistic behaviors that may reduce
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the aggregate output and lead to lower pay. Furthermore, by transferring
some of the risk from firm profits to individual pay, the firm increases the
cost of shirking, inducing greater effort (Perotin and Robinson 1998).
Finally, the introduction of collective incentives may increase productivity
by reducing workers’ turnover and thereby increasing the incentives to
invest in firm-specific human capital (Kruse 1992). Collective PEP schemes
may reduce turnover if they increase workers’ identification with the firm
values and culture or if workers consider the new scheme a sort of “gift,”
involving reciprocity and commitment from both parties involved.

However, whereas with individual incentives each worker’s remuneration
is directy related to his or her own output, with collective incentives each
worker receives only a small fraction of the total profits generated by his or
her marginal effort, equal to 17N, where W is the number of workers par-
ticipating in the collecuve PRP scheme. The so-called 1/N problem creates
an incentive to tree ride, which is higher the larger N is, with subsequent
negative elfects on aggregate productivity. Furthermore, productivity may
decline if the worker does not accept bearing the risk of the business implied
by the adoption ol a pay scheme linking wages to firm performance. This is
particularly true when such increasing risk is not associated with greater
participation in the firm’s decision making or when the firm performance is
poor. Hence, from a theoretical point of view, collective PRP schemes may
have both positive and negative effects on productivity, and the actual
impact of these effects is an empirical question (Ben-Ner and Jones 1995).

The vast number of empirical studies on the relationship between collec-
tive PRP and productivity usually find positive effects or, at worst, no effect
of such schemes on productivity (for a review, see Bryson et al. 2013). Fur-
thermore, the most “nprjmiﬁtic” results are found in earlier studies based on
cross-scctional data, which do not adequately control for a potential omit-
ted variable bias and other sources of endogencity. This happens when col-
lective PRP is adopted only by firms with certain characteristics (in terms of
firm culture, industrial relations, past productivity levels, and so on) or
simultaneously with other policies or technology that may affect productiv-
ity per se. In all these cases, the lack of controls for these factors leads to an
overestimation of the effect of collective PRP on productivity {Kruse 19935;
Blasi, Freeman, Mackin, and Kruse 2010).

A few studies have taken these issues into account by using firm-level
panel data and estimating fixed-effects models. Despite referring to coun-
tries whose economic conditions and institutions are quite different (among
others, Cahuc and Dormont 1997 for France; Piekkola 2005 for Finland;
Robinson and Wilson 2006 for the United Kingdom; Origo 2009 for Italy;
Gielen et al. 2010 for the Netherlands; Kato, Lee, and Rya 2010 for Korea),
most of them still find a positive effect of collective PRP on productivity,
ranging {rom 2 to 10%, depending on the study considered.!

'In this section, given the type of collective PRP schemes triggered by the reform in ltaly, we focus
mainl.'__-' on cash-based collective schemes {including profit and gain sharing) while disrtrgarding sichics
that consider deferred schemes or other forms of financial participation, In this case, particular care
should be used in interpreting the results as the effects of financial participation are not directly compa-
rable with those of collective PR
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Some of these studies, however, find that that the actual effect of collec-
tive PRP on productivity—which may be on average negligible—may depend
on firm-specific factors or other organizational variables, such as techno-
logical level and the broader organizational environment (Robinson and
Wilson 2006). For example, the positive effects in terms of decentralized
monitoring deriving from the introduction of collective PRP should be
more relevant when the monitoring costs are higher, which is more likely in
large firms with complex technology, Conversely, the productivity effects fol-
lowing the introduction of collective PRP should be smaller in firms with
predominantly routine tasks.

Productivity effects of collective PRP are also mediated by the presence of
unions. In unionized workplaces the effects are likely to be smaller as a
result of the monitoring role that unions already have on workers’ free-riding
behavior and because unions increase workers' morale or improve commu-
nication with management (Brown and Medoft’ 1978). Moreover, since in
unionized workplaces wages are higher under any form of pay compensa-
tion (including fixed wages), workers are more productive even in the
absence of incentive schemes. In general, the empirical evidence on the
role of unions, mainly for the United Kingdom and the United States, is
quite controversial. Black and Lynch (2001) found that the effect of profit
sharing on productivity is positive and statistically significant only in union-
ized firms. They concluded that more cooperative unionized labor manage-
ment relations, in which emplovees have a greater role in decision making
through their union representatives, arc associated with higher labor pro-
ductivity. However, an update of the same study shows that the effect ol PRP
on productivity in unionized firms is usually not statistically significant
{Black and Lynch 2004). Robinson and Wilson (2006) found that the effect
of profit sharing on productivity in unionized workplaces in the United
Kingdom is also not statistically significant. Using a panel of workers rather
than firm-level data, Booth and Frank (1999) showed a positive effect of
PRF schemes on earnings, with a larger effect in the nonunion sector. A
similar analysis for the United States showed that the returns of flexible pay
svstems are roughly the same in unionized and nonunionized tirms (Brown
1992). Evidence for Italy based on firm-level panel data showed that the
effects of collective PRP on productivity are stronger in low-unionized firms,
while the wage effects are larger in highly unionized ones (Origo 2009). Dit-
ferences in the structure of collective bargaining—that is, a centralized
structure at the national industry-wide level in [taly and a decentralized one
at the firm level in the United Kingdom and the United States—may explain
some of the cross-country dilferences.

Economic theory also predicts that productivity gains may vary quite sub-
stantially with the design of the scheme (i.e., in terms of the number and
types of parameters). Agency theory posits that when agents are risk-averse,
incentives should be weaker the greater (and more unexpected) the risk,
and performance measurement is more likely to be distorted. Furthermore,
firms may prefer incentives based on multiple indicators in order to miti-
gate the relevance of any distortion associated with the adoption of a single
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performance measure (Gibbs, Merchant, Van Der Stede, and Vargus 20049),
A typical example is the quantity-quality trade-off facing firms with PRP
schemes designed only on productivity measures and disregarding product
quality. In order to avoid achieving higher productivity at the expense of
lower quality, firms mayv adopt a composite indicator {i.e., weighting quan-
tity and quality) in the design of the PRP scheme.

Another important aspect of the adoption of collective PRP concerns the
productivity effects induced by the actual amount paid out as a PRP bonus.
While economic theory unambiguously predicts that the incentive effect is
likely 1o increase with the size of the bonus, the empirical evidence on the rela-
tonship between the size of the pay premium and performance is rather mixed,
Several experimental studies have shown that small performance-related pay
bonuses, compared with no bonus at all, may actually have a larger negative
cttect on performance. However, when the pay premium is large enough. it has
a larger positive effect on performance in comparison with the no-dincentive
case (Gneery and Rustichini 2000, Other experimental studies have found a
bellshaped relationship between the effort levels and the intensity of incentives
{Pokorny 2008). One way to reconcile these mixed findings is to consider that
tfirms and workers (or union representatives) may be more interested in relative
than in absolute levels of pay premiums. They are concerned not only about
the level but also about whether the premium is larger (or smaller) than that
paid by similar firms in the same industry (Jones and Karo 1995),

The Institutional Setting

Omne common feature of the several industrial relation reforms that occurred
in Italy during the 1990s is that they were framed as “social pacts"™—tripar-
tite agreements involving the government, national trade unions, and
employers’ associations, with the main focus on one policy issue at a time
(Hassel 2009; Avdagic et al. 2011}, In July 1992, an important tripartite
agreement was reached to abolish the wage indexation clause (the so-called
Seala mobile) in order 1o curb the inflation rate and comply with the EU
Maastricht targets that the candidate EU countries had to meet to join the
European Monetary Union. Another tripartite agreement, in July 1993,
concerned a major reform of the structure of collective bargaining, intro-
ducing a wwo-tiered structure consisting of (national) industry-level and
firm-level bargaining. The Pact for Work, signed in 1996 with the usual for-
mula of a tripartite agreement, introduced new forms of fixed-term con-
tracts in order to increase employment flexibility. Finally, in 1998, a tripartite
agreement confirmed the two-tiered structure of collective bargaining and
introduced the practice of government consultations with social partners
over labor and social policy issues (Baccaro and Lim 2007). Though all
these reforms originated from the need to increase labor market flexibility
and to allow (negative) macroeconomic shocks to be partially absorbed by
wage and (fixed-term) employment adjustments, the 1993 reform thor-
oughly changed the wage-setting system, moving the focus of collective bar-
gaining [rom the central (industry) level 1o the decentralized (firm) level.
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The first level of bargaining linked industry wage increases 1o the govern-
ment’s macroeconomic targets to adjust for changes in inflation. The sec-
ond level concerned employers and local unions and was meant to ease the
introduction of collective PRP schemes, which were defined as cash-based
schemes linking wage increases to specific indicators of productivity, profit-
ability, or other measures of firm performance.® Whereas before 1993 wage
increases determined at the firm level usually took the form of fixed bonuses,
after 1993 PRP schemes became the "norm” among bargaining firms. Note
that this occurred even without the introducton of formal sanctions for
firms deviating from these recommendations and without strong fiscal
incentives.” The new insttutional framework provided by the 1993 reform
facilitated the rapid and wide ditffusion of collective PRP schemes, as well as
making their design and implementation less costly—firms could replicate
or adapt to their needs the algorithm already implemented in other firms.4
Furthermore, firms’ management found collective PRP schemes appealing
as they introduced some additional cyclical variability into pay levels. Even if
variable pav components could add up only to the industry wage levels bar-
gained at the national level {or they could be zero when the performance
targets were not met), in the medium run they could effectivelv absorb part
of the wage increases bargained at the firm level.

Another salient feature of the reform was related to the implementation
phase of firm-level contracts within each industry-level agreement. The adop-
tion of collective PRP schemes was actually influenced by both the timing of
the renewal of the industrv-level agreement and the elapsed length of the
existing firm-level contracts. The combination of these two features produced
a quasi-random sequence in the ability of firms to introduce the new PRP
schemes. Firms operating in the metal engineering industry, for example,
could implement PRP schemes after 1994° and only when the ongoing firm-
level contract was about to expire (most firm-level contracts lasted two to
three years). An ad hoc survey carried out in 1995-96 by the national statisti-
cal office on a representative sample of approximately 8,000 firms with at least
10 emplovees in both manufacturing and services confirmed that the intro-
duction of PRP schemes mainly replaced the traditional fixed-pay component
bargained at the firm level on top of pay levels set by the industry-level

It could be argued that wage Tlexibility can also be achieved with the adoption of individual PRP.
However, unions are more favorable toward the adoption of collective PRI because it usually reguires
collective bargaining at the local (Frm} level, while individual PRP schemes are often bargained indi-
vidually, particularly in the case of highly skilled workers. This explains the focus on collective PR in the
L9495 social pact.

A possible explunaton is that the incentives w comply were shaped not only by legal but also by social
sanctions. Also, evidence shows that comphiance can often be achieved with “mild laws™ even when the
legal sancions are non-deterrent (Kube and Traxler 2000).

Firm-level contraces are official documents and are publicly available.

Metal engineering Arms waited for their new industrvlevel agreement in 1% in order to see how
their national unions and emplovers’ associations interpreted the changes in collective bargaining rec-
ommended by the 193 reflorm. Subsequent indusiny-wide agreements, particularly the one signed in
MK, recalled the principles of the 1993 reformn and emphasized the role of collective PRF schemes in
firmi-level contracts.
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bargaining (ISTAT 1999)." The amount of the PRP component is usually the
same for all workers; alternadvely, when it differs, it is proportional either to
the average pay for each occupational level or to an indicator of individual
absenteeism. On average, the actual incidence of collective PRP is close 1o 5
to 6% of the total gross wage (Casadio 2003; Brandolini et al. 2007).

Data and Descriptive Evidence

The empirical analysis uses a representative sample of Italian metal engineer-
ing firmns drawn from the annual survey carried out by the National Employ-
ers’ Association of the metal engineering industry (Federmeccanica). We
tocus on the metal engineering industry because 1t 15 the only field that offers
such a rich panel data set for the years relevant to our analysis. Note that the
metal engineering industry accounts for almost 40% of the firms and employ-
ment in manufacturing in Italy and is a leading industry for issues related to
industrial relatons and decentralized bargaining. Moreover, while we
acknowledge that the external validity of our results may be limited and that
it would also be interesting to gain insights into other industries (for exam-
ple, services}, in terms of our analysis, focusing on a single industry also has
positive features, since the lower (within) industry heterogeneity reduces the
confounding factors that may affect our econometric analysis.

The survey is available from 1989 to 2007, but since questions on firms’
productivity were asked only until 1999, our estimates focus on the period
between 1989 and 1999, On average, approximately 3,000 establishments
employing almost 450,000 emplovees are surveved each year, corresponding
to around 10% of establishments and 25% of the workers in this industry. The
survey provides information on firms’ attributes, such as industry, employ-
ment, sales, outsourcing, exports, union activity, firm-level collective bargain-
ing, wage levels, and composition. Information is also available for each
cstablishment, within each firm, on employment composition, turnover, and
working time wrrangements. Since decentralized bargaining takes place
mainly at the firm level, the latter will be considered as our unit of analysis.

Our variable of interest is whether the firm in a given year has introduced
a collective PRP scheme, defined as a cash-based bonus linked to dilTerent
measures of firm performance (productivity, profitability, or other). The def-
inition of collective PRF and the corresponding questions changed slightly
after 1995. The surveys administered from 1989 to 1994 asked bargaining
firms whether their pay levels were among the issues bargained in the vear of
the survey and whether a variable pay scheme had been introduced either at
the department or at the firm level. In this respect, we consider as firms
adopting collective PRP those that declared they had signed a new firmn-level

"The ISTAT survey shiows that failure to fulfill the performance targets usually implies a proportional
reduction in the wotal payment (44.6% of the total workers). The premium can actually be zero For 4265
ol the workers involved, A minimum lixed paviment is, however, guaranieed for the remaining 12.8%.
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contract in the vear of the survey and answered positively at least one of the
questions related to the introduction of collective variable pay schemes
(department level or firm level). Starting with the 1995 survey, in accordance
with the 1993 reform and the provisions of the 1994 industiv-level agree-
ment, the questions relative to variable pay schemes were reformulated using
the same terminology as in the industry-level agreement—premio di risultato,
that is, collective PRP—and no longer differentiated between department
level and firm level. Hence, we consider as firms adopting collective PRP
those firms that declared thev had introduced some tvpe of PRP scheme
within the framework provided by the industry-level agreement.”

Figure 1 reports the evolution of firm-level bargaining and the adoption
of collective PRP before and after the reform of the structure of collective
bargaining. The first panel (a) depicts the evolution of the share of firms
with a PRP scheme in the total sample (bolder line, left-hand scale) and the
share of firms with a firm-level contract (right-hand scale). These trends
show that while the share of firms with a firm-level contract declined from
around 55% at the beginning of the 1990s to 45% in 1999, the share of
firms with collective PRP grew from 10% in 1989 to around 25% in 1999,
with a sharp increase in diffusion in 1995 to 1996. The observed change in
the bargaining setting is even more clear-cut when we restrict our attention
to firms bargaining a new firm-level contract each year (see panel b).

We do not have direct information on the number of workers covered by
collective PRP or when the bonus is actually paid; however, the national
agreement of the metal engineering industry states that all workers
employed when the collective PRP is paid are eligible for the premium,
which should be paid within seven months after the end of the year for
which the results are used to compute the bonus. Given this feature and the
information in our data set, the best we can do is to proxy the number of
workers covered by collective PRP with the number of those employed in
firms with collective PRP at the end of the year for which the results are
used to compute the bonus. Figure 2 reports the share of workers covered
by collective PRP under this definition; it highlights a discontinuity similar
to that found in terms of the number of firms: the share of workers covered
by collectave PRP rises from around 40% in 1990 to 1994 to 46% in 1995 and
it climbs to 60% in 1996, remaining stable at this level in the following years
(Figure 2). Hence the data clearly highlight the existence of a discontinuity
between 1994 and 1995 wo 1996, as confirmed by a simple test for the exis-
tence of a structural break around 19955

"Regardless of the wave {and the definition) considered. information on the introduction of collective
PRF is available only for the vear in which the new contract is signed. We then assume thar firms alse
adopt a collective PRP scheme i the following vears nndess a new Aome-evel contract without collective
FPRF is signed.

*Frests show that the share of Arms with PEF schemes has been significantdy higher since 1995 with
respect o the pericd from 1989 w 1994 (F= 41.84 [fpvalue = 000017 for all firms; F= 284.4 [pralue =
(L0000 Tor bargaining firms). A similar test on the share of workers covered by PREP schemes vields an
Frest of 35.2 (pvalue = 0000027
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Figure 1. Incidence of Firm-Level Contracts and Collective PRP, 1989-199%9
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Table 1 reports the mean values of productivity and other firm character-
istics according to different firm types. Since the data set does not contain
information on the gross output or value added per worker (or the data to
compute them), we use the logarithm of the value of the real sales per
worker as a proxy for labor productivity.” While this is not optimal, research
has shown that as long as the firm-specific ratio of sales to value added is
constant, the value of sales per worker can be considered a good proxy for
labor productivity (Nickell, Wadhwani, and Wall 1992). Furthermore, since
collective PRP can be adopted only through firm-level bargaining, we con-
sider three main groups of firms: those without a firm-level contract (and
hence without collective PRP), those with a hirm-level contract but without
callective PRP, and those with a firm-level contract and with a collective PRP
scheme. The evidence reported in Table | shows that the firms introducing
collective PRP schemes differ from the other firms not only in terms of pro-
ductivity but also along many other dimensions, such as size, workforce
composition, working-time schedules, and industrial relations settings. Most
of these differences, even though small, remain statistically significant when
we use as a comparison group only firms with a firm-level contract and with-
out collecuve PRP. Nevertheless, the difference in productivity is always
larger when we compare firms with collective PRP with those withourt collec-
tive PRP than when we compare them with those without a firm-level con-
tract (the esumated differences are 0.33 and 0.28, respectively). This
evidence, on the one hand, may indicate the presence of a “genuine” effect
of collective PRP on productivity independent from that of other factors
(such as working time, flexibility, and working conditions) bargained at the
firm level, but on the other hand, it may also indicate the existence of (self-)
selection in the adoption of collective PRP among bargaining firms. We
shall take due care of these issues in our empirical strategy.

Table 2 provides some statistics on the actual amount of the bonus paid at
the three-digit industry level. The mean vearly value of the bonus is rather
small {around 500 euros, corresponding to 2.7% of the annual real wage),
but it hides a high degree of heterogeneity across firms and subsectors. The
mean bonus actually ranges from () to almost 7,500 ¢uros (corresponding to
almost one-third of the total real wage), with the largest variation registered
in the machinery and transportation subsectors. The differences in the
means by subsector are less pronounced, but the mean bonus ranges from
around 430 euros in firms producing cutlery, tools, and general hardware to
more than 800 euros in technical offices.

Among the firms with collective PRP, considerable heterogeneity also
emerges in the nature of the PRP schemes themselves. Figure 3 shows the
share of firms with collective PRP by the tyvpe of parameter used to compute

“T'he real sales values were obrained using the cutput deflator for the manufacturing sector ar 20060
constant prices. We could not use hourly productivity (such as real sales per worker-hour) becanse of the

lack of accurate information on annual hours worked,
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Talde 1. DifTerences by Firm Type, Pooled Data, 1989-1999
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the amount of the collective PRP premium for the period 1995 to 1999.19
The most-used indicators are productivity (almost two-thirds of the firms),
profitability (around 53% of the firms), and product quality (almost 48% of
the firms). Collective PRP schemes are much less parameterized on indica-
tors of workers’ presence (i.e., absenteeism) and efficiency, which are used
in approximately 36 and 25% of the firms, respectivelv. Firms use more than
one parameter, but they usually avoid algorithms that are too complex (the
median number of parameters is two). Among the firms using onlv one
parameter {(around 25% of the total), almost 40% adopt a “pure” productiv-
ity premium (i.e., depending on only one indicator of productivity), while a

MDeailed information on the stractore and payment of collective PRE is available only since 19495,
Unformunacely, we do not have direct information on whether the performance parameters used o com-
pute the bonus are more objective oF subjective. As stated in the national industoy-level agreement of
1894, however, objectivity and thivd-party verifability (such as in the case of indicators reported in firms’
balance shees), should characterize the parameters wsed in the algorithm of the PRP scheme.
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Table 2. Amount of PRP Bonus by Industry, Pooled Data, 1989-199%

Eums ( 20000 mices | Shie of tolal real wege ( o
Indusiry Mean Median Min Max Mean Median Min Max
Rasic metals GELBY 43108 FL04 219878 274 236 (.57 1.5
Foundries (3, 30 47652 T2 4506.18 871 282 047 16,41
Metallic wals 458,95 WM A3 1864.72 27 2.30 1.4t 10.79
Machinery 4115 38428 44,0 T458.37 2.5 200 42 .60
Cutlery, twols, and general hardware 134,18 346,46 .12 183844 240 1.1 0.46 4.1
Frecision twols B1Y.52 495,10 .78 M21.26 hA L 260 01.43 [1.41
Elecironic equipment HEEN 41317 (LM 1458, 28 9 250 (0.00) 11.72
Transportation 446,69 H1LES H3.50 RERENT 181 254 1.4 15
Machinery installation .19 415 0.0 192347 216 206 0.0 7.3l
Repair of metal products, machinery, and equipment 496.99 450,42 TN 1472.24 164 260 0.47 867
Technical offices B32.58 76344 0.00 284 110 3,06 (.00 9.1
Total A02.40 415.36 0.00 T438.57 270 25 (.00 30.60

—
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Figure 3. Parameters Used 10 Design the Collective PRP; 19951999
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“pure” profitsharing scheme (i.e., depending on only one indicator of prof-
itability) is used by 26% of these firms. The role of profits may actually be
more crucial, since in the majority of the firms the actual payment is condi-
tional upon the existence of (positive) profits.!! Finally, firms seldom use
quality indicators by themselves but use them often in combination with
other parameters, particularly with productivity ones, so that higher pro-
ductivity will not come at the expense of product quality. Overall, this evi-
dence suggests that firms adopt quite different collective variable pay
schemes, the actual design of which is probably driven by firm-specific fac-
tors, such as the availability of data to measure the relevant parameters,
management quality, and the industrial relations climate.

The Empirical Strategy

The empirical strategy builds on the availability of firm-level panel data,
which allows us to estimate a model with firm fixed effects. We specify our
baseline model as follows:

(1) Y, =aPRP, + X, +8, +1, +¢,

where Y, is a measure of productivity of firm 7 at time ¢, PRP is a dummy
equal to 1 if collective PRP is adopted by firm ¢ in year {, X, is a vector of
time-varying control variables, #, are firm-specific fixed effects, 7, are the
common time fixed effects, and g, is the usual ervor term, o and B are param-
eters to be estimated,

"The "conditional clause™ is applied 1o the total payment in one-fourth of the firms with collecrive
PRE, while it conditions part of the total payment in another ene-third of Grms.
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We start with the traditional approach by estimating Model 1 with a fixed-
effects estimator.

In the framework of the treatment evaluation literature,' the estimation
of Equation (1) by fixed effects—or first differencing—provides consistent
estimates of the causal treatment effect (i.e., the parameter a) as long as the
treatment is strictly exogenous or under the assumption that the only differ-
ence between the weated and the control group is captured by the fixed
cflects @, (Ichniowski and Shaw 2009).

In our case, in order to account for any residual endogencity in the adop-
tion of collective PRP that is not captured by firm-specific fixed effects (such
as measurement error or reverse causality), in the empirical analysis we
exploit the previously discussed quasi-natural experiment provided by the
institutional reform of the structure of collective bargaining. Specifically, we
consider the reform as an exogenous shock to the probability of adoption of
a collective PRP scheme that, from the actual implementation of the reform
(i.e., from 1995 onward), increased the probability of PRP scheme adoption
in a quasi-random way—depending on the elapsed time since the last firm-
level contract was signed (see Figure 1b).

As previously discussed, the social pacts that in the 1990s made it possible
to reform several features of the Italian labor market and of the system of
social protection were not exogenous events to the industrial relations sys-
tem at the national level. Indeed, since the social pact focused on PRP as a
way 1o boost productivity (and induce firms to share productivity gains with
their workers without creating inflation pressure}, both previous national
productivity levels as well as past inflation could have been relevant in the
decision process. We contend, however, that the 1993 reform was an exoge-
nous shock with respect to the wage-setting mechanism and the costs and
benefits of PRP for each single firm. While some firms may choose to adopt
a collective PRP scheme to boost productivity (which may be a problem of
reverse causality), the change in the structure of collective bargaining trig-
gered by the 1993 reform constitutes an exogenous shock to the probability
of adopting a PRP scheme for each firm. This change can be considered
independent from the potential productivity gains.

We then exploit this exogenous variation in two ways. First, we consider as
“treated”™ only those firms that introduced a collective PRP scheme from
1995 onward (i.e., the first to be able to do so after the 1994 industry-wide
metal engineering agreement).'® Since we use a within estimator, with this
identification strategy the control group includes the same firms before the
adoption of the collective PRP scheme and all the firms that never adopted
collective PRP schemes over the period considered.

lpoour case, we can consider the introduction of collective PRP as the treatment; hence the firms
that intreduce such schemes can be considered “weared,” while the others may be part of the “control
grotp.”

A5 g consequence of our identilication strategy, we drop finns with collective PRP before 1995, for
whiich the introduction of such schemes is more likely o be endogenows and dependent on past prodoc-
tivity levels. This should not be the case adver the 19493 reform because, as shown in Figure 1, most ol the
bargaining firms of the meal engineering industry have introduced some form of collectve PRP since
1995,
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Second, using the whole sample, we estimate a two-stage model in which
we exploit the time elapsed since the last firm-level contract and its interac-
tion with the 1993 reform as instruments in the first stage to estimate the
probability of adopting a collective PRP scheme. In practice, we assume that
these factors should influence firm productivity only through their effects
on the probability of adoption of collective PRP. We then implement a two-
stage (IV) strategy, in the first stage of which we estimate the probability of
adoption of collective PRP and then use its predicted values in the second
stage (our equation of interest) in place of the actual PRP dummy:

(2a) PRP, =a,C, ~a,C,* R+ f.X

[

—.-6" +1, 4+,
(2h) ¥, =aPRP, + BX_ +0 +1, +u,

where PRP, as in Equation (1), is a dummy capturing the adoption of collec-
tive PRF in firm ¢in year £ Cis the elapsed time (in vears) since the last firm-
level contract for firm ¢ in vear {; R is a dummy equal to 1 for the years
following the reform of the collective bargaining svstem (hence, since
1995); X, is the vector of time-varving control variables; &, and 1, are vectors
of firm and time fixed effects, respectively; and w; is the error term. In the
second stage, PRPis the estimated probability of the adoption of collective
PRP from the first stage, and all the other variables have the same meaning
as above. Note that the use of a fixed-effects estimator in the first stage is
complicated by the binary nature of the dependent variable. To control for
unobserved individual heterogeneity in the first stage, we use a two-stage
fixed-effects estimator, of which the linear predictions from the first stage
are then subscquently recoded into a binary variable. '

Main Results

‘Table 5 presents the main results on the effect of collective PRP on labor pro-
ductivity: in columns (1) to (5) we show the estimates of our baseline estima-
tion strategy; in columns (6) and (7) we report the estimates based on the
identification strategy exploiting the reform of collective bargaining discussed
above. In all the estimations, we implement a linear fixed-eftects estimator
with clustered standard errors. When we use the whole sample, we consider as
treated all the firms that introduced collective PRP schemes in any year over
the period from 1989 1o 1999. In column (1), we control for time and firm
fixed eflects, and then we progressively add controls: for firm characteristics
(column 2), workforce composition (column 3), working-time schedules

WEhe predicied probability is equal o 130 the linear prediction is greater than 005, and 0 mtherwise.
We also estimated the first stage using a randome-effects (RE) probit model and an RE probit model with
Mundlak correction—that is, an RE probit model sugmented with the means of all the timevarying
vartables by firm as additional regressors, which should proxy for the individual fixed effects (Mundlak
197E). The extimates remain gualitatively unchanged and are available on reques:,
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(column 4), and industrial relations (column 5)."% Subsequently, using the
full specification (as in column 5), we implement the identification strategy
that exploits the 1993 reform of collective bargaining and consider as wreated
only the firms that have introduced collective PRP schemes since 1995 (see
column 6). Finally, in the last column (column 7), we report the instrumental
variable (IV) estimates obtained for the whole sample with the two-stage fixed-
effects estimator (from now on, fixed-effects ['V estimator).

In the most parsimonious specification, the estimated productivity gain is
around 6% (column 1). Once all the controls are included, our estimates
suggest that collective PRP increases productivity by 4.6%, and this effect is
statistically significant (column 5). The estimated productivity gain proves
to be robust to different model specifications. Similar estimates are obtained
when we use as treated firms only those that introduced collecuve PRP from
1995 onward (column 6). Finally, when the full model with the fixed-effects
IV estimator is estimated, the productivity gain, albeit smaller, remains posi-
tive {above 3%) and statistically significant. The firststage estimates show
that our instruments are jointly statistically significant, correlated with the
potential endogenous variable (i.e., the dummy for the adoption of collec-
tive PRP), and genuinely exogenous (i.e., uncorrelated with the error term
of the productivity equation).'®

Regarding the effect of the other control variables, we find that productiv-
ity is lower in firms with multiple plants, while productivity is higher when
firms operate in international markets, when they outsource part of the pro-
duction, or if they have made new investments in the year of the survey. The
number of employees, proxying for firm size, does not show any statistically
significant association with productivity once we control for firm fixed effects.
When we control for workforce composition, we find that both the share of
women and the share of white-collar workers have a positive and statistically
significant effect on productivity. However, conditional on the share of
women, an increase in the share of parttime workers seems to reduce pro-
ductivity. Among the controls for working-time arrangements, we find that
the use of both shift work and overtime increases productivity; conversely,
the use ol temporary layoffs, as expected, is negatively associated with pro-
ductivity. Finally, the evidence from the industrial relations variables shows
that the presence of a firm-level contract is positively associated with produc-
tivity, while the occurrence of sirikes, during the year of the survey, is nega-
tively associated with productivity. The effect of union density is negative but
not statistically significant. Similar results are also found using alternative
functional forms (such as a logarithmic or a quadratic form}.

On the whole, our results point out that the estimated productivity effect
of collective PRP is not negligible and is in line with previous estimates on

T he lack of information on capital prevented the estimation of more raditional production functions.
T he value of the Ftest on the joint signifcance of the two instroments is 483,43 (pvalue = 000003 the
value of the Sargan test on the exogeneity of the imstruments s 05331 (pvalue © 00565). The first-stage

eslimates are available on request.
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Table 3. Effect of PRP on Labor Productivity

Vasconcellos e S& Associates, S.A.

O ( fixed-effects estimaies )

Al frrns Hreated after 1993 Fixed-wffects I
{14 {2} () it {5 i4) i)
PRP .05 (05 .05 ] w5 (5 5# RIS T .04 4= LEX Y Rt
[€LO110N] [0 1D [0 L0x] [0.009] [CLOL0Y [Chinlid] [n011]
Sige_ 2t ~(L052% -0 01E {0149 (L0116 0l L0115
[(LO1H] [[LXLI .Y [LE] [0Lols] [LXE L] [fLO18]
Sive_ T and over -0.045 017 (0] (.15 0011 .014
[fLi2sE] [027] [(h02T] [(L026] [OL2T] [ELiF26]
Multiplant =022 =L (FH** 10534+ = (LA =50 ()55
[l 5] [0.014] {IXIT LY [o14] [(L0E5] [Enil4]
ULIL‘iuIJn'ing (003 ==E Y RTIRER (L2 (b0 =e (L2 * sk Lt
[0, 0H08] [in00E] [(L{HR] [{0005] [O005] [0.00R]
Expon (BApgLp=++ R S LEXIE bl LEXNE L (g% (hrgipes=
[ 00100) [0L010] [ELErLE] [1A304H] [fLo1n] [t
Investment (L yess (hijaasas (.026%+ XA LRV R LR ks
[LIH15 | [0h.0036] [0.005] [{L{MI5] [1LO06] [ 01,0055 |
%o women (h2qhnhe (125 e 1), 2w LR LY Rl
|71 [y [ L7 [ 0T [h70]
% white collars (hA7Ames (F Y E R [ LR Tk (.55 g=
[5G ] XETE [0L055] [0.055] [LhRA]
Imrmnigeants 0005 LREVE {00000 HRLLI 10040
[ .00 | [ b5 | [ .06 ] (XL [0L006G]
B training contracts (Liyyar+ (L25 (.020 (LIE (L.021
[0.054] [0.054]) [0.0033] [0LE54] (L0354
W temp workers =007 =0L.057 =057 =057 =0.055
[(.037] [f.054a] J0059] [0L035] [Ch05]
{rondintied )
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(LS | frxed-effects estemetes |

All firms Trented after 1995 Frxedeffects IH0
i1} (2) i3 {4 (5 {6 (7}
T part-umers —[L095* LI — 0, y* —L 105" —(, M=
[L55] [0hL057] [00.057] [L050] [0.067]
Flex time A1) =016 —{L{H =005
[1h13] D13 [0.074] [(L013)
Shifts {L025%% IR TR (2= R
[0.012] [fun12] [r013] [
Chvertime XL .00+ LREE IR ERS
RECT] [ Ci | [DXEEH [0
Temporary layolfs i ] 2d==* {)_ | ik LR Bl -] 2] #EE
[Tam8] [f005] [{h005] [Lo0s]
Firm-level contract (L % (0] = {L i
[l 1] [011] [fLo11]
Union density -2 0011 022
[T ] [{h028] [0.027]
Strike B —{100] A+ (0] fe#
[in006] [{h.005] [o06]
Constant JhuEEs LR Ay 4 AR 4450 4 4q@ne= 4=
[007] [0.017] [ LO2G] LY [00.050] [0031] [11.050]
From fixed effccts s Yeos Yos Yes Yes Yes ees
Time fixed offects iy Yeus Yos Yes Yes Yes Nes
Hesquared (overall) 0214 {3,254 {1295 n312 0.412 0317 0311
Orhaervations 29,131 20131 27,597 27 546 27,555 26,144 27.521
Mumber of fivms B85 2505 5,207 B.207 5,205 BO57 5,197

Naotes: Robust standard errors in brackets, Dependent variable: Log of Real Sales per Worker {Linear Fixed-Effects Estimates)
fnstruments in the Arst stage: length of the firm-devel contract and its interaction with the reform dummy. Estimates of the frst stage are available upon request.
#ah e (01 5% e 005 * pe 0.1
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the effect of collective PRP found for a number of countries. For example,
if we consider the most conservative estimates reported in column (7), the
productivity gains generated by the introduction of a collective PRP scheme
account for up to 6% of the overall increase in average productivity over the
period considered. Such a contribution is larger {around 10%) if we restrict
our analysis to the four vears around the reform.

To test the robustness of our main set of results, in Table 4 we investigate
whether the effect of PRP schemes on productivity varies with the timing of
adoption or when we consider a restricted sample of firms. While we main-
tain that productivity gains should not depend on the timing of firms’ adop-
tion of collective PRP, we pay attention to the existence of heterogeneous
effects by the date of adoption of PRP schemes, as they may signal that our
identification strategy is not able to account fully for the endogenous selec-
tion of firms. Thus, we introduce a dummy variable to identify “late adopt-
ers,” defined as those firms that have introduced a collective PRP scheme
since 1997, The main estimates are reported in columns (1) and (2) of
Table 4, in which the estimated coefficient for the dummy variable named
PRFP 97-99 should be interpreted as the differential productvity effect
between late and early adopters. We find that the differental effect on pro-
ductivity for the late adopters is positively signed but small in size and not
statistically significant, suggesting that the productivity gains are not attected
by the timing of the introduction of the collective PRP.

Furthermore, since collective PRP schemes are bargained with local
unions, in the remaining columns of Table 4 we restrict our sample to firms
with a firm-level contract (columns 3 and 4) and to bargaining firms in the
period between 1989 and 1999 (columns 5 and 6). Our main estimates show
that the productivity gains deriving from the introduction of collective PRP
remain positive and statistically significant, and the size of the estimated
effect (between 2.2 and 2.3%) is only slightly smaller than that found in our
preferred specification, when non-bargaining firms are also included in the
sample (see the last column of Table 3).

In light of the potential role played by firm-specific factors in influencing
the ettect of collecuve PRP schemes on productivity, in Table 5 we further
investigate the existence of heterogeneous effects by different firm attri-
butes, specifically by firm size, subsector (to proxy for technological differ-
ences), and union density. The estimates by firm size show that only firms
with more than 20 employees enjoy productivity gains after the introduc-
tion of collective PRP schemes. Furthermore, the estimates by subsector
show no statistically significant productivity effects for firms providing tech-
nical assistance (see the estimates for services in Table 53). A statistically sig-
nificant effect is found in the remaining industries, but the productivity
gains are larger for firms in high-tech industries than for firms in low-tech
industries (3.7% and 2.6%, respectively). The results by union density show
that positive productivity effects are larger in firms with a lower share of
unionized workers than in firms with a higher unionization rate.
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Table 4. Effect of PRP on Labor Productivity by Time of Adoption
and for Selecied Subgroups

Firms with a firm-level Hargaining firas betwees
Al vt TORG aoreed 1 909
(1} r2) i3 4} 5} fa)
PRI (kg | #% kR0*= ERIET: Sk .25+ (LFFHRF®F 0, [ra=
[T [0.012] 012 [.012] [(L015] [{n012]
PRI 470K 0,009 (HMre
[n.012] [(n0127)
Firm fAxed eitocrs s s Ve Yees Vs Ve
Time fixed cllects Wes Yes Vs s Yes Yos
Firm controls s Yes Yes Yes Yes Yes
Hesquared (overall) 0,230 L5110 1,252 13,451 1,245 {1351
Ohservations 27621 27,521 14 k0 14,000 10,559 100,339
Mumber of firms 5197 H, 197 4,501 4,501 25347 &84T

Notes: Full mesde] specification as in cohunn 7 of Table 3. Robust standard errors in brackeis, Dependent
variable: Log of Real Sales per Worker (Linear Fived-Effects [V Estimates)
FEER 00 = e 005 F (L

Owerall, these estimates confirm that the adoption of collective PRP schemes
is more effective in firms in which the monitoring costs are likely to be higher,
such as large, high-tech, and low-unionized firms. Furthermore, the results by
firm size seem to suggest the existence of economies of scale both in monitor-
ing and in potential productivity effects, as in large firms more workers are
covered by the collective incentive scheme. At the same time, they suggest that
free riding is not a major issue in large firms, which seem o have developed
effective mechanisms (examples are peer pressure, guilt, and shame, as well as
social norms) to reduce free riding to levels that allow collective PRP to be
productivity-enhancing (Bryson et al. 2013). An alternative explanation relies
on the fact that teamwork is more likely in large firms, in which such a work
practice may mitigate the free-riding problem through murual monitoring
and a cooperative culture {Long and Fang 20113). More generally, our results
indicate that the effect of the adoption of collective PRF on firm performance
is significanty mediated by firm-specific factors.

We also test the existence of heterogeneous productivity effects along
other dimensions discussed in the literature review: the design of the PRP
scheme and the acmual size of the bonus. First, we estimate whether the
elfect of collective PRP on productivity depends on the number and type of
parameters actually used to compute the variable component of pay. Table
6 reports the main estimates of the effect of PRP schemes by the number of
parameters used in the algorithm (column 2}, by the type of parameter
{column 3}, and by the existence of a "conditional clause” for payment (i.e.,
the existence of non-negative profits, column 4). Since this information is
available only from 1995 onward, the reported estimates refer to the period
berween 1995 and 1999, Note that the productivity effect estimated for this
shorter period is around 2.7% (column 1 in Table 6), two percentage points
smaller than the corresponding estimate for the whole sample period (see
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Table 5. Effect of PRP on Labor Productivty by Flrnn Attributes

Fiven size

. eamfiliryees | Subindustry Union density”

< 2 = M FPoqoetecle High-fteeh Sevwices Lt Figh
PR LIRS | (LR R (LG R —(HiKkME D.OGEY™ LUK L

FMGG] [0001]  [0u004] [000H] [hO56]  [002E]  [04012)

Firm hxed eflects Yes Yes Yes Yes Yes Yes Yes
Time fixed effects Yes Vs Yes s Yes Yes Yes
Firm controls Wes Y= Yo Yes Yes Yes Yes
ftsgpuared (overall) 0255 (L334 1350 (.523 2450 01262 1h562
Cbservations P A, 1L 17,528 10210 5ARS 13,3135 14,208
Number of lirms 2 HH4 H4Un2 3,704 AARG 2,218 4,967 4,435

Werkes: Full model specification as in column 7 of Table 2. Robust standard errors in brackes. Dependent
variahie: Lo of Real Sales per Worcker {Linear Fised-Eflects IV Estimates).

Aow-tech sectors: Toundries, metls, mesllic woels, and catdery and other ools: high-ech sectors:
precisicn weals, electrondc equipment, and wransportation: services: repair and technical offices.

Pased on the median unionization rate (245%).

FEF G (L0 ¥ e 000G F 0L

column 5 in Table 3). The estimates reported in columns (2) and (3) sug-
gest that the productivity effects are smaller—though the estimated coeffi-
cients are not HLIT.IH[,II."J“}-' significant—in firms in which the design of the
collective PRP scheme is rather complex or linked to profitability indica-
tors. As in previous studies, we find that firms often use schemes based on
multiple parameters, but their effect on productivity is no larger than that
of simpler schemes. This may be due to the fact that complex schemes (and
profitability indicators) depend on too many factors, which are often diffi-
cult for the workers to influence or verifv. A statistically significant negative
etfect is found for collective PRP schemes in which the actual pavment is
conditional upon the existence of (non-negative ) profits; moreover, its mag-
nitude completely offsets the productivity gains generated by the PRP
scheme.!” If we interpret this “conditional clause” as a way for firms to share
the risks with workers, then we may conclude that collective PRP schemes
are less effective for firm productivity when they are not targeted to extract
workers’ effort. This result is in line with the hypothesis that the incentive
effects of collective PRP schemes may be undone by workers’ perception of
{excessive) risk sharing in pay determination.

Second, we estimate the productivity effect of the actual size of the PRP
bonus. As in Jones and Kato (1995), we compute relative bonuses as the dif-
ference between the (logarithm of) the bonus paid by the firm and the (log-
arithm of} the average bonus paid in the industry to which the firm belongs.
This relative measure of the bonus is a proxy for the firm’s distance relative
to the industry average. Since all the variables are in logarithms, the esti-
mated coefficient can be interpreted as an elasticity, measuring the

The Fresoon the sum of these two coefficients does notallow us to reject the null hypothesis that this
s is egqual woeero (AL 502597 « 0021 and corresponding pvalue = 00630,
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Table 6. Effect of PRP on Labor Productivity by Type of Scheme, 1995-1999

i1 2 t3 {4
I'RP (L027*e (L4 1 % D204 0.042%+#
[0.014] [{na] [(014] [1h.015]
Complex PRI (3 or more indicators) {1,024
[0023]
Pure productivity preminm 0,007
(L0387
Fure profit sharing 0,019
{043
PRP pavments conditional on positive ~{10A5EE
profits [(L027]
Firm fixed effects Yes Yo Yes Yes
Time hixed effecis Yes Yes Yes Yes
Firm controls Yoy Yo (= Yes
Fesqquared (overall) 0.073 0075 (L74 074
Olbservations 11,554 11,554 11,454 11,854
Numbser of hrms 5,021 w021 5,021 a4l

Notes: Full mode] specification as in column 5 of Table 3. Robust standard errors in brackets. Dependent
variable: Log of Real Sales per Worker (Linear Fixed-Effects Estimates)
¥ p (LT 5 e 005; % pa L1,

percentage change in productivity caused by either a 1% increase in the
firm bonus, holding the industry average constant, or a 1% decrease in the
industry average, holding the firm bonus constant. Table 7 reports the main
results based on two different specifications—firm and time fixed effects in
columns (1) and (3) and the full specification also with time-varying con-
trols in columns {2) and (4)—and using only the subsample of firms with a
PRP scheme. In the first two columns, we report the productivity effect of
the logarithm of the absolute value of the firm-level bonus, while in the last
two columns we report the productivity effect of the relative bonus. We find
that both the absolute and the relative amount of the bonus have a positive
and statistically significant effect on productivity, albeit with a rather small
estimated size: the estimates in column (2) suggest that a 10% increase in
the bonus paid by the firm causes an increase of around 0.4% in the real
sales per worker.™ A similar effect is found for the relative bonus,

Finally, we investigate whether the effect on productivity is temporary,
testing whether it declines after a number of years by using different lags of
the PRP variable. We find that the productivity effect is not very long-lasting:
it progressively declines over time and is no longer observable within three
vears after the introduction of the collective PRP scheme.” These results
are consistent with the previous evidence on the United States {Kruse 1992),

¥This cffect is small but not negligible: it we apply the estimated elasticity to the mean values, we
obtain the result that a 50 euro increase in the PRP bonus per worker canses an increase of 415 euros in
the real sales per worker.

“The estimates are available on request,
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Table 7. Effect of the Amount of the PRP Bonus on Firm Productivity

All firms with PRP
i1 {2) E)] 14
Log {PRF bonus) LIRLRX LA R — -
[0.011) [n011]
|Log (PEP bonus) - log (PR bonus_ -_— — R s (L5E==
industry avg) | [0L010] [L010]
Firm fixed effects Yes Yes Yes Yes
Time: fixed effects Tes Yies Yes Yes
Firm controls N Yes No Yes
Fesquared (overall) .498 0506 04497 10506
Ohserations 2559 25149 2559 2,519
Number of firins 1,108 1,047 1103 1,007

Nates: Full model specification as in column 3 of Table 3, Robust standard errors in brackets, Dependent
variahle: Log of Real Sales per Worker (Linear Fixed-Effecs Estimates)
FREGO0] M e 00 p b

while much larger productivity effects (around 10%) and greater persis-
tence over time (at least for the first three years after the introduction) are
found in the case of Korea (Kato et al. 2010).

Concluding Remarks

This study provides an estimate of the causal effect on firm productivity of a
switch from fixed wages to collective PRP, triggered by a reform of the struc-
ture of collective bargaining that occurred in ltaly in the mid-1990s. This
reform represents an exogenous shock that shifts the probability of adopt-
ing collective PRP at the firm level, which we used to identify the productiv-
ity effect. Using a unique and very rich firm-level panel data set for the
Italian metal engineering industry, we implemented a fixed-effects model
combined with a quasi-natural experiment and showed that the introduc-
tion of collective PRP led to productivity gains of up to 3-5%, which pro-
gressively declined over time. Our results are in line with previous findings
for other countries and confirm that a modest (positive) effect is to be
expected when the average size of the premium paid out is rather small (in
our case, around 500 euros yearly). In other words, we find empirical sup-
port for the hypothesis that the intensity of incentives does matter for work-
ers’ effort and firm performance.

We also found that the productivity effects are heterogeneous across dif-
ferent firm types. Our results indicate that the productivity gains are larger
in medium to large firms, high-tech industries and firms with a low level of
unionization. We showed that the design of the PRF scheme (in terms of the
number and types of parameters) also matters for firm performance. We
found the productivity gains to be smaller in the case of PRP schemes based
on a large number of performance indicators, while we found no effects
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when a “conditional clause” was used (i.e., when the premium is paid only if
the firm makes non-negative profits, regardless of the other targets). This
result suggests that collective PR schemes generate productivity gains when
they are targeted to workers' effort, while they are not effective when intro-
duced to share risks with workers,

In terms of policy implications, our results suggest that reforms of the
Institutional setting regulating wage determination and the structure of col-
lective bargaining may be effective in promoting the diffusion of incentive
schemes and ultimately firms’ productivity. In terms of our estimates, the
1993 reform has proved effective in fostering firms” productivity through the
introduction of collective PRP schemes. Anv public incentive (subsidies or
fiscal deductions) to promote the adoption of such schemes should, how-
ever, be carefully evaluated as large deadweight losses may arise as a result of
the heterogencous nature of the pay arrangements within firms.

In more general terms, we can argue that the different social pacts that
were implemented in Italy over the 1990s proved to be the only feasible
way—given the combination of a weak political setting and widespread
social consensus—to reform the labor market and social protection. More-
over, social pacts framed as tripartite agreements may provide a favorable
environment in which to make the reforms work by promoting compliance
even in the absence of formal incentives or sanctions,
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Appendix
Table A.1. Definitions and Descriptive Statistics, Pooled Data, 1989-1999
Standard
Definition Meun deviation
Logprod Lauxg of real sales per worker (2000 prices, 11.6d1] 0626
EUTUS)
PRP Ui fiem adopis collective PRE, O 0.148 0,353
otherwise
Log {PRF honus) Log of amount of PRP bonus (2000 5.592 .6i56
prices, euros)
Log (PRF bonus) - log Relative distance from industry average (AU 0).844
(FREP bonus_mdustry avg)
Contract length Length of firm-level contract (years) 1066 L6068
Length*relorm Contract length*dummy equal 1o 1 for 0462 1.4TR
vears since 19595
Firm characteristics
Number of employees {reference group: 1-18 emplovees)
Size_ 20499 L if 20949 emplovees, ) otherwise (1476 (3,459
Size_ (K and over Lif 100 or more emplovecs, 0 otherwise 0230 042l
Muhiplant L if multiplant firm, 0 otherwise [ 0A41%
Ouisourcing 1 if firm outsources part of the 0574 (.4594
production, (0 otherwise
Export 1if exporting fum, 0 otherwise 0.fil4 0487
Tnvestment 1if new investments during the year, | 0,306 {1486
oiherwise
Workfirce composition
% women Women/employees 0.207 0175
% white collars White collars/ emplovess 0.553 0.222
% training contracts Workers an rraining contracr/employees 0.050 1035
% temporary workers Tempaorary workers/‘emplovees 1020 0.078
t part-time workers Part-time workers /emplovees 024 0.065
Immigrants I if any immigrant workers in the firm, 0 45 (673
atherwise
Working time schedules
Flex time 1if firm adopts flexible working hours, 0 (1064 0246
otherwise
Shifts | if firm adopts shifts, 0 ntherwise 0276 1.443
(vertime Annual overtime hours per worker 649,340 91,800
Tempaorary lavoffs Ll firms uses wemporary lavolls, O {1, 1 £} 11363
otherwise
Industrial relations
Firm-level contract L if i has a Aemelevel contract, 0 {1,444 (1,500
otherwise
Union density Unionized workers/emplovess 1.274 11,260
Strike Lifany strike during the vear, § otherwise L3756 (484
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26. Negociacao colectiva: task forces suecas

para produtividade
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Vasconcellos e Sa Associates

From: Wahlberg, Klas [mailto:klas.wahlberg@teknikforetagen.se]
Sent: quarta-feira, 1 de Abril de 2020 15:59

To: associates@vasconcellosesa.com

Cc: Lindgvist, Bengt

Subject: VB: Industriavtalet - bifogat

Dear Prof Sa,

Many thanks for the interesting discussion we just had. As promised | enclose a copy of the Framework
agreement for the Industry parties in Sweden, Industrirddet, comprising of both employers as well as
unions working in the industry business.

1) This agreement governs the detailed salary/wage collective bargaining agreements that is
signed individually among the different individual unions and the corresponding employers
organization. The enclosed document is regrettably in Swedish only, but | would like to
draw your attention to the following pages and clauses, which was what | referred to:

Pg 5 Industriradet 1° paragraph — that describes how the parties generally should work together.
Industrirddet means — Industry council, and comprise of the unions and employers in the industry
sector. You find all signatories on page 34, including me for tTeknikforetagen.

Pg 8 Avtalets syfte 1st paragraph, "avtalets syfte” = Purpose of the agreement where
all parties has signed that “The purpose of the agreement is to unite
the parties of the industry in a strive to improve industry
competitiveness and create good working conditions for the
employees. The parties have a long tradition of working together
successfully and closely in matters related to industrial
development”.

There is more in the two first clauses on page 8, but this summarizes the strive for industrial
competitiveness — where productivity increase is one factor.
2) Union contacts in Sweden:

| would suggest IF Metall chairman Marie Nilsson. Mail: marie.nilsson@ifmetall.se She will be able
to assign someone to your mail further in her organization.

Best regards
Klas Wahlberg / Director General

Teknikforetagen
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Industry cooperation and
negotiation agreements

industry Councii

«  Industry partners have signed cooperation and negotiation agreamants, In order to
monitor and promote the iImplementation of these agreements, and otherwise deal
with questions aimed a! creating favorabie conditions for the Industry and its
empioyeas, organizes parties an Indusirial eouncil ( "Industry Councll") consisting of
senior representatives of all parties. Senior representatives referred primarily party
chairman. deputy chairman, executive diractor and chief negatiator or negotiating

secretary,

»  Within the Industry Councll appointed one (1) Bureau of six {B) members, three (3)
rapresaentatives of the employees and thres (3) representatives of the empioyers' side.
Tha term of the work of the Bureau shall be two (2) years. Furthermore appointed within
aIndustrial Council (1) projections Industry Committee, with one (1) reprasentative of

each coptractor

« Industnal Council meets at least cne (1) time per year and in addit:on when the
Bureau so decides. Industry Committee meets two (2) times per year as well at
the invitation of the Bureau. The Bureau is responsible for it at the meetings,
minutes after adjustment of the chairman are provided te all members.

+  The Bureau prepares Industry Council meetings and is otherwise managing the
activities contemplated by this Agreament or as Indusiry Council decides, For
operations that Industry Committes is responsible for belonging to appoint the
impartial chairmen (OPO), in accordance with § 3 of the negotiated agreement, and
the industry’s financial advice. The Bureau shall convene the Industry Gommittee on
these decisions and shall otherwise convene Industry Committee when there is
reason to. Insofar Industry Commitiee decided 1o create working groups ( projects
responsible Bureau for Planning and Coordination of these working groups,
Otherwise rasponsibils Bureau and the Industry Committee on the development of
operations in accerdance with this Agreement, the canient and spirit.

Induatrial

Council

Bureau and
Industry
Committee

Meetings

Teaching

6 Incustrial
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Purpose of the
agreement

industry cooperation

part |
Introduction - Purpose of the agreement and alignment

*  Puwpose of the agreament 1s 1o combina the industy’s partes {the “Parbes”) n an eflont to
strengthon the competiiveness of the industry and craats good conditions for corporate
employees The parbes have a long tradition of successhul and close conperston in
matiers reizing to the condimons for indusiral development. The cooperstion s based on a
common undsrsianding of the ndustry’s e and mmpanance for the rational economy.
Wih this agreament, Ihe parnars want 1o shengihen and broaden coaperation and theeby
promoie coOntmued good raiatons Detween the partes. The agreement 1S 2550 a basss for
further collaborabon with other stakeholkders who want 10 wark for 2 strong Swedish
moustry

«  The industry plays a crucial role in the development of Swedish society and
prospenty. The extent of Swedish exports have more than doubled in recent
decades and the industry's export revenue represents about half of Sweden’s
GDP. Exports are dominated by menufactured goods and services in varying
degrees connected with them. Taking into account the direct and indirect
employment, the industrial sector accounts for well over a3 guarer of tota!
empioyment.
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Duration of industry cooperation and negotiation
agreements

Below and signing parties in the industry have specifically within each agreement area,
adopted the Agreement. The parties agree that the agreement shall enter into force on 13
June 2016 and valid until further notice, with six months' notice of termination.

Stockholm June 13, 2016

Ay SehisyGm, president Buatlnyg Thread Assosatvy) Ravwngva Paasis

rasieny, Graphie Campanes’ Fadeation Per Hide Sione, Managing

et Indusinid Emphovers

Jonas Hagelquist, CEO, IKEM - Inngvation and chemstry employers Magnus Huss: Directar,
IKEM - lnnovation andd chemical inrustnes Bo-Enk Pevs, CEQ, Jemkantora! Mane Sdderqvist,

CEO, Food Federation Canna Hakansson, CEO, Forest indusines

Lona Lisa Tengtiad, Presafeny, Forestry ang Agricutura! Empliyers Par AN Manageig

Dérsstoe. Svsmin

Klzs Wanbery. CEQ. Engnaeniy indusines

Caole Tal, Sacretary Geneval TEX(D, Swedish Textis and Fastvon Corporate inlevest vpanization Andecs Wene, MD, TEXKCG.

Swedish Texiie and Fashion Compangs Dawd Johnson, Prasideny, Woog any! Furmilles industyy

v Dol S, Gener Secretiry, GS Umovi fov i forestry, woodd and graphicil industry, Andavs Ferde,
Ganeral Seereiaty, F Melal
Hans-Ofaf Nilsson. General Secrélary, Food Workers' Union U Bengtsson. the

Federation, the Swedish Engineers Marin Linder, General Secretary, Union

34 Industrial
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27. Contratacao colectiva na Dinamarca no
sector metalurgico: formag¢ao no posto de

trabalho
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FINANCIAL POSSIBILITIES

MEMBERS OF AGREEMENT
For Dansk Metal's employed members, continuing education and training are
basically regulated in the agreements.

The agreements generally have two options:

» Company paid training:
- The company chooses education and is responsible for all costs

» Competence fund paid training:
- The individual selects within the limits set by the OK
- Typically, expenses are paid for aftendance fees, course materials,
transportation, diet and
lodgings
- Typically, partial pay compensation is paid
- The time of training during working hours is agreed with the company
- The individual is responsible for the application, registration, etc.
- See, for example, the fact sheet on IKUF

You have to be aware of that
The agreement to which the member is covered determines which competence
fund to seek support from.

Typically, applications and commitments must be given prior to enroliment in education.
If the member is seeking a grant from a competence fund, you should often also
apply for SVU or WEU.

MEMBERS WITHOUT AGREEMENT

For Dansk Metal's employed members who are not employed by agreement,
he or she can arrange freedom with the company and apply for government
grants

(see back).

If the company pays labor costs and course expenses, the company will be
able to apply for WEU or SVU if the conditions are met.

If the workplace has an accession agreement, the member may in some cases
also seek competency funds.

DANSK
METAL

398



3neme
e !EI

ASSOCIAGAD NACIONAL DAS EMPRESAS ” .
METALURGICAS E ELECTROMECANICAS Vasconcellos e Sa Associates, S.A.

FINANCIAL POSSIBILITIES

GRANTS FROM THE PUBLIC
Adult continuing education allowance (WEU): 80 per cent. of unemployment benefit
level and can be searched for the rules on support for AMU courses.

State Adult Education Support (SVU): Between 60 and 80 per cent. of
unemployment benefit level and can be searched for the rules:

» For general education (primary and secondary school): 80 per cent. of
unemployment benefit equivalent to DKK 3,344, - per week.

» For higher education (courses that cannot be applied for SU):
60 per cent. of unemployment benefit equivalent to DKK 2,508, - per week.

Adult apprenticeship scheme: Companies may in special cases receive
grants

to employ apprentices over the age of 25 if this receives the agreement
minimum payment.

Find more information at jobnet.dk.

#HERE YOU CAN APPLY FOR GRANTS

DI - CO-l agreement: ikuf.dk

Employers - Metal and others: aleu.dk

Municipalities: the municipal competence fund.dk

Regional: denregionalekompetencefond.dk

Governmental: competence development.com

State adult education: svu.dk

WEU allowance: Read about it at veug.dk. Apply at efteruddannelse.dk

vyVvywvVweywey

DANSK
METAL
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28. Programa transversal a economia
dinamarquesa: novas ferramentas para

educacgao continua dos adultos

400



New skills
throughout life

Future adult, continuing
and continuing education

lune 2017
Expert group for adult, continuing and further education

Vasconcellos e S& Associates, S.A.




My Neme
o B

ASSOCIAGAO NACIONAL DAS EMPRESAS

METALURGICAS E ELECTROMECANICAS Vasconcellos e S& Associates, S.A.
01 Preface
02 New sKills ThroUgh OUE e s s s i s s S TS S Vs s 5
03 Starting point for the work of the eXpert Broup ...t eb s s 10
ViSiON AND SUCCESS CRITERIA FOR A STRENGTHENED ADULT-, AFTER- AND CONTINUOUS EDUCATION 11
FTHE LABOR MARKET AND COMPETENCE NEEDS 13
BDESCRIFTION OF THE PUBLIC ADULT-, AFTER- AND CONTINUOUS EDUCATION 22
ATHE SET OF THE EXPERT GROUP'S RECOMMENDATIONS 32
04 Solutions for a strengthened adult, continuing and continuing education system ............cccoccivuia. 36
ET CONTINUING ADULT-, AFTER- AND CONTINUOUS EDUCATION SYSTEM 38
One entrance to adult, continuing and further education 42
Increased use of real competence assessments 44
National analysis and monitoring system 46
Competency provision for business clusters (competence clusters) 48
Partnerships for adult, continuing and further education 50
Increased flexibility in digital settlement and organization 52
Lifting of basic skills in the workforce 54
Increased focus on adult, continuing education and further education via personal education account 56
EN STRONG AND TARGETED BUSINESS RIGHTS ADULT AND TRAINING EFFORT 59
Targeting the publicly funded offering and increased flexibility 62
Testing and documentation of learning outcomes in the adult continuing education system 65
Changed supply management of AMU 67
Simpler payment of allowance 68
MODERNIZING THE PARTY GOVERNANCE IN ADULT- AND THE TRAINING SYSTEM 70
New roles for the social partners 71
05 Expert group for adult, continuing and further education ... 73
EMEMBERS OF THE KSPERT GROUP 73
EXSPERT GROUP WORK PROCESS 73
KOMMISSORIUM FOR ADULT EXPERT GROUP-, AFTER- AND CONTINUING EDUCATION 75
LITTERATURLISTE 80
1

402



aneme
b TR

ASSOCIAGAD NACIONAL DAS EMPRESAS ” .
METALURGICAS E ELECTROMECANICAS Vasconcellos e S& Associates, S.A.

Description of public adult, continuing and further
education efforts

The participation of Danes in adult, continuing and further education is among the highest in OECD =, and
there is a3 well-developed adult, continuing and continuing education system. The public adult, continuing
and further educstion system plays a central role in thisand consists of a number of different offers at
different ievels that relate to the ordinary education system. The key public adult, continuing and further
education programs are described below.

The public offering of adult, continuing and further education encompasses education at all levels and in a
number of different disciplines. A general distinction is made between three types of adult, continuing and
further education:

General adult, continuing and further education, which inclides preparatory adult education (FVU),
general adult education (AVU), HF-single subject, dyslexic education (OBU)-and Danish education for adult

foreigners.

Vocational adult, continuing and further education, which relates to labor market education (AMU),
vocational education for adults {EUV) and open education / individual subjects at vocational education
level,

Higher adult, continuing and further education, which Is academic, diploma, master's, other open higher
education and part-time education at the universities as well as a certain range of subject-specific
courses in various fieids.

Effect evaluation of adult, continuing and
further education efforts

The data material in KORA's impact evaluation of the Danish WEU system is based on register data
of persons whao in the third quarter of 2011 started a WEU course, either at the general, business
or advanced level. For general and higher VEU courses, the duration is generally significantly longer
than the AMU courses, and for these courses, therefore, as an supplement, additionzl analyzes
have been carried out with the start date set to Q3 2008.

The following effect measures are used in the analysis:

o Salary and employment: Monthly salary and employment rate per month from the
start of the course in the third quarter of 2011 up to and including the first quarter
of 2015,

« mobility: Job mobility in the form of a new employer within the same industry or
industry change, and professional mobility, both horizental (new job function at the
same professional level) and vertical (new job function at a higher level).

*ZaEcn {20188)
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(Continued)

¢ Education: Further continuing education and / or increased education in the ordinary
education system.
* Sick leave: Sickness absence beyond the first 14 days, the so-called employer period.

The impact analyzes are divided into employed and unemployed students.

Source: Impact assessment of adult and continuing education efforts (KORA 2017)

General adult, continuing and further education

General adult, continuing and further education corresponds to education at primary or secondary level, as
well as Danish for adult foreigners and dyslexia (OBU). The purpose of general adult, continuing and further
education is to improve the basic competences of the participants so that the participants are able to
participate in the community, further their education and enter the labor market. The aim is thus not only
to strengthen the direct labor market-oriented skills, but also to strengthen also to ensure that all adults
are able to read and calculate. The target group for general adult, continuing and further education are
adults who have not achieved the basic skills needed in the education system, in the labor market and in
society, including adult foreigners. General adult and continuing education is used to provide the basic
skills in reading,

Effects of general adult and continuing
education among employees

e On the general level, KORA finds that general adult education (AVU) and HF subjects lead to
increased participation in the ordinary education system as well as in the continuing education
system, and that this effect goes hand-in-hand with a reduction in employment and wages.

e KORA for preparatory adult education (FVU) finds a similar effect.

* Especially young and skilled workers experience a reduction in wages and employment
and an increase in the use of education.

e Dyslexia education has no effect on participation in ordinary education, but there is,
however, an increased use of continuing education.

e The higher the level of continuing education in the general field, the more marked and long-
lasting the educational effects. That is, those who start in hf-single subjects start more
education in the ordinary education system and / or in the continuing education system than
those who start at avu who then again start more education than those who start at FVU and
dementia courses.

e Participation in the general WEU reduces the number of sick days. The effect is very large
for unskilled people. For skilled workers, there is no effect on sick days.

Source: Impact assessment of adult and continuing education efforts (KORA 2017)

23
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Vaocational aduit and continuing education

Vocationa! adult education, continuing education corresponds to the level up to and including vocational education
in the ordinary education system. The courses directly target the skills that are in demand in the lahor market, The
goal is to strengthen the participants’ employment apportunities. Vocationa!, adult and continuing education
encompasses a wide range of disciplines, and the offar ranges from shert courses of one day duration to longer
courses, As a starting point, the target group s adults who have educational qualifications minimum at the basic
education level and most often also relevant employment experience.

Labor market programs (AMU) are short, vocational courses on average approx. 4 days targeted at unskilled
and skilled workers. Through AMU, unskilled and skilled workers can obtain the skills that arein demand in the
labor market. On the shorter AMU courses, approx. half of the participants already have a vocational
education.

The purpose of AMU is to give the individual the opportunity to continucusly acquire competence that isin
demand in the Iabor market. AMU contributes to creating a flexible labor market where the labor force has the
required skiils or can quickly acquire them, and where the individual is best equipped to meet the challenges in
the labor market in the short and long term. The target group Is skilled and unskilled people who are resident in
Denmark or are employed in Denmark.,

There are approx. 3,200 AMU courses and there are courses in most industries.

The courses are crganized in a system of comman competency descriptions, each describing a job fieid in the
{abor market of the skilled and unskilled.

In addition to tabor market programs, about 170 selected individual sublects from the vocational programs
(area and specialist subjects) are connected to the common competence descriptions.

In addition, there is the integration basic education (IGU), introduced with the tripartite agreement on labor
market integration in spring 2016, which contains 20 weeks of schooling composed of both general and
vocational adult, continuing ard further education.

In addition, a large number of AMU courses are part of educationat structures that give credit and shortening
in the vocational training programs, with which AMU also plays an important role in the vertical competence
lift from unskilled to skilled. In addition, there are a number of contract training programs in particular in the
canstruction area, where a package of AMU courses together provides recognized competence corresponding
to skilied level, Finally, a number of AMU courses are used as optional specialist subjects in the main courses of
business education,

Vocational adult education and continuing education is primarily AMU, but vocational education for adults
(EUV) and individual vocational education at vocational education level is also included in this category, but is
not the subject of the expert group's recommendations.

Effects of AMU among employees

o KORA finds that AMU generally has positive effects on wages and employment.

o Overall, participation in AMU means that the employment rate increases by 2 percentage points:
The starting point is an employment rate of approx. 85 per cent, which rises to 87 percent.

®  AMU coursas have a greater effect on the employment rate of unskilled workers than of skilled workers.
Ag a resuli, the employment rate for unskilled persons increases from 75.to 78 percent. and for
professionals from 88 to 90 per cent. That is a significant percentage difference between the groups.
The difference is also reflected in the wage effects.

24
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(Continued})

* However, the overall result covers large variations between the four main types of AMU
courses:

- Certificate Courses. All courses that are a condition for the performance of a job and
that carry a certificate issued by an authority or certified industry organization.
industry Courses. All other industry-oriented courses, which do not give certificates
but anly general. AMU-proof,

- Interdisciplinary courses. Cross-disciplinary courses across industries on, for example,
management, collaboration, IT, service, etc.

- Basic courses. Cross-sectoral courses across industries on basic general skills in &
business-oriented context.

e The effect is driven by the industry-specific and cross-cutting courses. The industry rates lead
to anincrease in the employment rate of two to three percentage points and an increase in the
monthly salary of DKK 500-1,000. The effect is relatively rapid after the start of the course and
is slightly declining but stable over the 3% years, data covers. Virtually similar results are
achieved at cross-curricular courses

e (Certificate Courses on the other hand, does not affect wages and employment rates, One
possible explanation may be that certificates are often required and that they must be
renewed regularly.

e Unlike the other three types of AMU courses, basic courses initially result in a smaller (and short-
term) decline in amployment, which indicates that this type of AMU leads to
increased education (WEU or regular). That is also the case. However, the result is driven solely by
the so-called individual competence assessments (IKV) **, which constitute a very large part of
the activity on basic AMU courses.

e Ingeneral, KORA finds that AMU has no significance for changing employer or job / function
level. However, two opposing effects can be imagined. The opportunity for a job change is
increased, but at the same time, the skills to retain the existing job are increased.

s However, KORA finds statistically significant results for industry change and job function
change at unchanged level (horizontal mobility) when calculated on AMU course

types24
e industry Specific courses, transversal organizational courses and general basic courses result

in reduced professional mobility horizontally

e Certificate Courses on the other hand, increases horizontal mobility, and so does IKV (almost
significantly)

e industry Specific courses cross organizational courses as well as general basic courses reduce
professional mobility, ie the worker retains the same job function.

e Certificate Courseson the other hand, increases horizontal mohility.

Source: Impact assessment of adult and continuing education efforts (KORA 2017)

2

8 The purpose of IKV 15 precisely to assess basic skills for the purpose of tranafer of credit, because the worker tntends to atart move {post-) education, and that
explaing the resalt here,

406



Fy3Neme
& Tt >

ASSOCIAGAD NACIONAL DAS EMPRESAS ” .
METALURGICAS E ELECTROMECANICAS Vasconcellos e S& Associates, S.A.

Higher adult, continuing and further education
Higher adult, continuing and further education corresponds to higher education in the regular education
system and includes the following programs:
e Academy programs (For example, Academy programs in automation and operations, Academy
programs in energy technology, Academy programs in taxes and fees)
¢ Diploma programs (eg Diploma in Management, Healthcare Diploma, Diploma in Business
Education)
e Masters Degree (eg Master of Business Administration, Master of Public Administration,
Master of IT)

The programs are at 60 ECTS (European Credit Transfer System), which corresponds to one year of full-time
study. The courses are modular and one or more modules can be taken without having to complete a full
education. However, if you complete a full education, it will provide access to the level above.

Higheradult, after- and further educationcan include are organized as subject-specific courses. They are
based on elements that form part of the higher-qualifying full-time or part-time programs. They are
usually offered as part-time and have a duration of 1 to 4 weeks converted into full-time. In addition,
there are a number of other flexible forms of organization in higher educationadult, after- and further
education, including part-time, full-time and part-time courses.

The higher education programs in the higher education system target different target groups according to the
relevant level of admission that the individual has completed. Common to all is that the applicant must have at
least 2 years relevant work experience after completing the qualifying education.

Effects of higher adult and continuing education
among employees

s The results for wage effects in the higher education sector vary widely

e Diploma courses result in the largest salary gains, while academic courses have small
gains.

¢ Onaverage, wages increase by an average of approx. DKK 1,000 per month two years after
the start of the course for higher VEU as a whole

s The employment rate generally rises more than wages. Academic-level courses increase the
employment rate by 4-5 percentage points. It only partially impacts on wages, where the
estimated average effect ranges from approx. 400 to 1,100 DKK a month, but generally just on
the border with statistical significance.

e Courses at the diploma level result in quite a large pay effect. A fully completed diploma
program corresponds to a full-time equivalent, which is usually completed over a minimum of
four years for people in employment. It is therefore not surprising that it takes over two years
before a positive average effect of approx. DKK 1,500 a month is worth noting. In a
supplementary analysis with a start time in the third quarter of 2008, KORA finds that the effect
seems to stabilize at approx. DKK 2,000 a month after four to five years.

26
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(Continued)

o Participation in the WEU at the master’s level shows positive and significant employment
effects after five years and corresponding pay effects after approx. six years (marginally
significant, with an effect of about DKK 2,000 a manth in 2015 prices). ILis not surprising that
courses at the master's level only fail several years after they have begun, The courses last
for severza! years and many students drop out befare completing a comprehensive master's
degree program.

e Continuing education at the upper secondary level has a large and statistically significant
effect on mobility between job levels: Participation in higher education at the academic and
diploma level has quite powerful and statistically significant effects on vertical job mobifity, ie
maobility to a higher skill level, For diploma courses, there are three leaps In skill levels, while
far academic courses, the leaps to the highest {management) fevel apply

o Master fevel does not show any effect on vertical mobility. This is not surprising as the date
window here is 3}; years

e Participation in higher VEU oversll reduces the number of sick days. The reduction is oniy
significant for diploma and master. |f you divide the participants on an educational
background, KO- RA finds that this result is primarily from skilled professionals participating
in higher education, and the estimate is statistically very significant and economicaily very
high,

Sourve: Effect evaluation of adult and continuing education «fforty [Falvig, Kristensen and Skipper 1017)

Managing supply and content

The basic principle of managing the provision of adult, continuing and further education is that the
education must have an educational and / or employment relevance. In addition, the suppiy of most
programs is also governed by geographical proximity.

Objectives for, as well as the cantent of, the programs are set for general and higher adult, continuing and
further education, as well as certain vocational education programs, In executive orders either by the
Minister af Education or the Minlistry of Education and Research, just as in the ordinary education system.

In the field of vocational law (AML), a large part of the responsibifity Tor setting educational goals and the
provision of education is outsourced Lo the 11 industry-organized continuing education committees, with
representatives from employers and employee organizations™. The model should ensure that the supply i
continucusly adapted to the needs of the individual industries.

The providers of public adult, continuing and further education will usually be self-supporting educational
institutions. However, thereare a number of approved private providers at AMU that can offer AMIU on
par with public institutions. In addition, the Adult Education Centers (VUCs) have an operating agreement
with other public schools, language centers and public educational associations.

‘51\: Basically 11 in the AMU system. lo addition. there iz 2 cture on the Indusry Joint Commities s0d
the MQW !Mu:u} Education Comk!n whifh i3 rupoump for davdnpmmt of AMU conrses in welding firing techneiogy and foundey,
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All education in the higher adult, continuing and further education systemmust be accredited.

o Within the framework of the Executive Crder, the individual business academies, professionsi
colleges and universities lay down detailed rules op the programs in-a curriculum.

» Theinstitutions that offer each-academic or diploma program jointly prepare a curricutum for the
program. The 8oard of Research and Education approves new modutes and training directions:

Activity and expenses

There has been increasing activity in general adult, continuing and further education over a8 number of
years, while the activity at AMU has decreased significantly since 2010. Activity in higher adult; continuing
and further education has been relatively stable since 2007,

The number of Danes taking a master's, diploma or academic degree stagnales, In 2014, the activity in
publicly funded tertiary a’dult, continuing and further education was at the same level as in 2004, when
measuring the number of year pupils. It shows a new analysis from the Danish £valuation institute (EVA)
May 20177,

Figure 3.7: Activity development in public adult education, continuing education
and further education (students / students)

Activity development - number of Activity development - in year
students students
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Note; e annunl mudens & darically o full tline studeis for 40 weers There i3 o 2 difference between the oo of papils and madénts Denween the areus az the
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Source: U¥M o UM,

€ v (2073}
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in general adult, continuing and further education there were government operating grants of apprex. 2.5
billien DKK in 2015 and expenses for SU and SVU* of approx, 1.7 billion kr. (2014 figures). Thereisa
participation fee of DKK 120 per person. courses for core subjects, and DK 1,200 for the other subjects.

At AMU, there were government operating grants of DKK 735 million. DKK 2015 in 2015 anc expenses for
reimbursement for participation in vocational adult and continuing education (WEU ailowance), eic., financed
by employers, of DKK 552 millicn: As a general rule, there is a participant payment of between DKK 500-1,000
per person. week at AMU. There is no state grant and thus full participation payment for people with 2 higher
education.

In upper adult, continuing and further education, there were government operating grants of approx. 320
million DKK in 2015 and expenses for SVU of approx. 83 million There is free pariicipation payment for upper
secondary, continuing education and further education, which corresponds to an average of 70 per cent. of
expenditure.

General WEU users

o Activity at the general VEU (avu, FVU, hf-single subject and dyslexic education (OBU)) increased by 59
per cent. since 2004/2005, which corresponds fo approx. 120,000 more students in 2014/2015. For
persons up to 29 years, the increase has been up to 141 per cent. The increase in activity takes place at
the same time as the educational order introduced in 2008.

e Inthe general WEU, the proportion of women is greater than men, except for dysiexic education,
where the preportion of men is slightly higher than women.

e The largest proportion of students have primary education as the highest compieted education. For
avu, this applies to 86 per cent. of the students, and for FVU the proportion is 73 per cent. In hf
individual subjects, 65 per cent. of primary school students as the highest completed education.

o Ingeneral adult education, a relatively high number of students are outside the workforce (61 per
cent) and among all types of courses, persons outside the workforce make up the largest proportion
of students.

Users of AMU

e From 2004/2005 to 2009/2010, activity on AMU coursss increased for ail age groups, after which
activity has decreased from 2010/11/11/2014 2015. However, the decreass must be seen in the
context of the proportion of skilled and unskilled peopie in the population, and taking into account the
demographic development in the educational level of the population, the proportion of skilled and
unskilled persens attending AMU courses is approx. the same level as ten years ago.

¢ The AMU courses are primarily taken by persons with vocational education or primary education as
the highest completed education. In 2014/2015, approx. haif (S5 per cent} of the students have 2
vocational education, and 28 per cent. had elementary school as the highest completed education:

e Men take AMU courses to a greater extent than women and in 2014/2015, 62 per cent. by the AMU
students.

27
~ 5¥Uis the abbreviation for “State adult education support’, whick is an education gramt that allows for further or further education during working hours.
The individual can recsive SVU 25 compensation for wages, or the employer can receive SV as compensation for isbor.
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{Cennnued)

e The activity in AMU courses increases with the age of the students, and the activity is
highest in the age group 45-49 years, after which it falls.

Higher VEU users

e Inthe HD / ED programs, activity fell by 37 per cent. since 2004/2005, The decrease
corresponds to approx. 12,300 Tewer students in 2014/2015 and the decrease is seen for all
age groups, except for the age of 45-49, when the activity has increased.

e The academic programs (VVU) are the course activity since 2004/2005 decreased by 7 per
cent. {The answer running for 2,485 fewer students). Course activity has increased for people
3ged 45-59, whereas it has decreased for persons under 45 years.

o In the master's programs, activity has increased by 49 per cent. from 2004/2005 to 2014/2015
{corresponding to approximately 3,400 maore studants). In particular, activity has increased for
people over 35 years of agethe has fallen for people under 35.

e The diploma programs are overweight (72 per cent), while the HD / ED degree programs are
overwelght (62 per cent). In the master's prograrms, the gender distribution is falrly even,

Source: UVM

Corporate use of public and private adult, continuing and continuing education

in addition fo the public adult, continulng and continuing education programs, privately offered adult,
continuing and further education is also part of the total adult, continuing and further education activities.
The private growth, continuing education and training programs are handled by private providers, ie
privately tendered and financed activities without public support. For example, it may be private tourier
comparnies or supplier comparies that also offer courses related to, for example, fixtures and fittings.

Private adult, continuing and continuing education Is genarally not formally qualifying for further educatian,
and there are no common rules for quality assurance and decumentation of the content of the programs.

As there is no central registration of the private adult, continuing sducation program, there is limited
knowledge about the total supply of the private adult education, continuing education program and further
education prograem:

According to a survey of compantes and individuals' use of adult and continuing education in 2018,
conducted by Epinion®®; comganies make extensive use of hoth public and privatz adult, continuing and
further education programs, 43 per cent. thus, the companies in the survey used private growth,
cantinuing education and further training courses in 2016, 8y comparison, 25 per cent indicate of
companies that have used AMLI, 15 per cent. has applied upper secondary education, continuing
education and further education, and 6 per cent. has applied general aduit, continuing and further
education in 2016,

22
Epinion (2617)

20
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In addition to the courses offered by private training companies and suppliers, competence development,
eic. can also take place. internally in the companies. According 1o Epinion's study, 45 per cent used of the
companies take internal courses, while 68 per cent. took advantage of pageant training in 2016,

Effects for unemployed persons participating in
adult, continuing and further education

o The effact of participation in adult and continuing education {WEU) for unempioyad persons
nn Tash assistance and dally money depends on whether they participate in genardl,
vocational or higher education WEL programs.

o Where WEL at the general level appears to be a long-term investment that initially leads to
ordinary education at the expense of employment, participation jn WEU at the vocational
and higher education levels already provides positive employment effects for the vacant
years after particlpation,

e Participation in the general WEU leads to lower unemployment for cash benefit recipients,
but not for day-money recipients.

e The analysis of the business-criented WEU courses shows that the grestast effect is seen
when course participation takes place in connection with a company-specitic activation
program. However, it carinot be ruled out that this positive effect is to some extent driven
by the fact that participation in business-oriented WEU for some unemployed in business
Internships / salary subsidies is conditional on the company wishing to hire the person after
the internship / salary supplement period.

Source; Efect-evaluation of adult and contimuing education affocts (Bolyip. Kniztenzem ond Skipper 2027)

5 The cotapanies in the study have beea 2ble to madicate that they wse hoth poblic and privats adhilz and continuing education s well a2
internzi conrses / assistant iraining. o the percantages do ot sum 1o 109 per ceat
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29. Contratacao colectiva na Suécia:

formacgao no posto de trabalho
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What can associations and unions do for companies to increase the productivity and

the wages of the workers?

Introduction

You can improve growth in two ways. More employment and/or increased productivity.
Sometimes these two options are look upon as if it were a contradiction between them.
That’s not true. It is possible to do both; increase employment rate and raise
productivity. Portugal should have the potential to increase productivity and

employment. In other words, to cath up, a least some of the gap to other countries.

How? First my starting point would be that “How” is a question for the Portuguese. |
don’t know the conditions and experiences from Portugal. What | can do is to share some
of my Swedish experience and our ideas about who to improve the result for the workers

and the wellbeing in the whole society.

1. Overall national policy approach
Swedish trade union are, generally speaking, positive to new technology, innovations,
competition on the product market (there are exception - markets failure and so on but
generally). We defend free trade and openness to foreign investment. This approach
increases the pressure on the economy and bring more of structural change. Structural
change tends to benefit some and hurt others. This policy approach must therefore be
combined with a policy which protect workers from income losses and facilitate job

change. Labor market policy is crucial if you want to reach a result where all benefit.

2. |Institutionalized cooperation — Industrial agreement
In Sweden we have, since 1997, an agreement between employers and employee in the
mining and manufacturing sector. The aim of the agreement is to strengthen and

develop Swedish manufacturing industry, to increase investment in education and skills
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and to regulate wage formation between the labor market parties in a way that ensure

that that the internationally competitive sector should maintain a wage-setting role.

The creation of strong institution between the social partners in mining and
manufacturing industries with the purpose to strengthen Industrial development,

collective bargaining and vocational training has been successful.

3. Education and on the job training
One of the hot issues for the trade unions in Sweden (forget Corona) is to strengthen the
workers right to education. | believe it is also important in Portugal. More and better

education is an important tool to get higher productivity and higher employment rate.

Education directed to low skilled groups are very important to create more equal living
condition as well as to rise the production in the company and in the whole society. More
of on the job training, well design vocational training programs and special effort in case
of redundancy and when workers need complementary education for to get a new job.
Forms and target groups differs, adult education, school to work program etc.. High

activity and commitment from the social partners are crucial.

Goéran Nilsson

Senior Economist

IF Metall
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30. Fiscalidade: exemplos macro
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30.1. Espanha: O governo de Aznar diminuiu as taxas de IRS minima e maxima (de 17
para 9,06% e de 47,6 para 29,16% respectivamente) e o saldo orgamental melhorou

de -3,9 para equilibrio e o total de receitas em % do PIB também ligeiramente.

ESPANHA - GOVERNO AZNAR (1996-2004)

Taxas Saldo Tot.al
AtiGs orcamental | receitas

RS (minima)] > | [p¢ | em%do | %do

(maxima) PIB PIB

1996 20 56 35 -5,4 37,6

—| 1997 17 476 35 -39 37,7
1998 17 47,6 35 2,9 38,1

——[ 1999 | 15 396 ] 35 | -13 38,6
2000 15 39,6 35 1,1 38,1

2001 15 39,6 35 -0,5 37,9

2002 15 39,6 35 -0,4 38,2
—|_2003 9,06 29,16 | 35 -0,4 37,9
——|_2004 | 906 29,16 ] 35 0 38,7

oM, OCDE, Tucaion Datgse 2016 ComstoErope
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30.2. EUA: O presidente Bush reduziu a taxa de IRS (de 38,6% para 35%) e o total de
receitas em % do PIB subiu de 31,3% para 32,4%.

EUA - PRESIDENCIA DE BUSH (2001-2008)
Anos Taxa mixima Total de receitas (federais)
IRS IRC % PIB
2001 39,6 35 33,6
— 2002 38,6 35 31,3
— 2003 35 35 30,7
2004 35 35 30,9
2005 35 35 32,3
2006 35 35 33,2
2007 35 35 33,4
2008 35 35 324
Fontes:
Taxa mixima e IRS ¢ IRC: OCDE Database, 2016
Total de receitas (federal) em % do PIB: Statistical Annex of European Economy, Autumn 2017, Comissio Europeia
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30.3. Eslovéquia: Em 2002 diminuiu a taxa de IRC, IRS e IVA para o valor Unico de

19% e a Eslovaquia atravessou incélume a crise do subprime e ultrapassou Portugal

em PIB per capita.

Eslovaquia vs. Portugal: PIB per capita PPC
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Fomte: AMECO, Margo 2020, Cormissdo Europeia
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30.4. EUA: Na presidéncia de Reagan as taxas de IRS e IRC foram

reduzidas e a percentagem de receitas no PIB e o crescimento econdmico acelerou

(da recessao de -1,9% em 1982 para 4,2% em 1988).

EUA - PRESIDENCIA DE REAGAN (1981-1989)

Anos T maxima Total de receitas % cres:i‘?nx:ndtz real
IRS IRC PIB do PIB

1981 70 46 31,9 2,6

—2982 | 50> 46 31,6 19
1983 50 46 30,9 4,6
1984 50 46 30,9 73
1985 50 46 31,3 4,2
1986 50 46 31,5 3,5

—— 1987 | 385 | 40 D 32,3 35

— 1988 28 35 P 32,1 42
1989 28 35 32,3 3,7

Fontes:

Taxa mixima de IRS e IRC: OCDE Database, 2016
Total de receitas (federal) em % do PIB e Taxa de crescimento real do PIB: Statistical Annex of European Economy,
Autumn 2017, Comissio Europeia
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31. Carga fiscal portuguesa
comparativamente com outros paises

europeus
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A carga fiscal portuguesa é 126,8 acima da média da EU-28 de 114,9.

Principais impostos e taxas, e carga fiscal total na UE-28,2019
Béigica | g ;_ 40,58 BT AT T 155

Franca |
Grécla |
Suécia
Austria |
Alemanha |
tala
Espanha |
Eslovénia |
Portugal |
Holanda |
Eslovaquia | 28
Crodcia |
Dinamarca |-
Polonia |
RU. |
Malta ||
Rep. Checa
Finlandia |
Luxemburgo | &
Roménia '. e
Letonia |
Hungrla | 13
Lituania
Estonia |
Irfanda |
Chipre |
Bulgéria | 10 2 5 J
0 20 40 60 80 100 I120 140 160 180

OTaxade IRS 8Taxade IRC O Contribulcoes socials das entidades empregadoras B Contribuigoes sociais dos empregados 0 Taxa standard de IVA

Note: 1) As taxas apresentadas referem-se a taxas maximas de IRS, contribuigdes, etc.
Fonte: Worldwide-tax.com, Agosto 2019

422



FyNeme

ASSOCIAGAD NACIONAL DAS EMPRESAS ” .
METALURGICAS E ELECTROMECANICAS Vasconcellos e S& Associates, S.A.

32. Esforc¢o fiscal portugués
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Se se tomar em consideracao o PIB, o esforgo fiscal portugués é o maior.

Esforgo fiscal
0,30
Dia do contribuinte (IRS _
0,251
025 +— de 48%) = 24 de Junho :
0,226
0,201
0,20
0.160 0.164 0,169 0,173
0,15 1 1 1
0,123
0,110
0,10 H H H g s
0,05 § i 1 5 H
0,00 Y - Y !
Finlandia IHanda Holanda Bélgica Média Suécia Dinamarca Grécia Portugal
Notas: 1) Esforgo fiscal = _Taxa maxima IRS (Pbham). 48.50%
PIB per capita PPP Media
2) Dados 2014
Fonte: Worldwide-tax.com
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[EEN
10

. Co-optar o(s) sindicato(s);

10

22, Propdr a reducdo para 75% ou 50% da taxa de imposto e apenas sobre a

remuneragdo variavel;

32, Desde que (garantia dada ao estado) a receita fiscal (face ao ultimo ano) nao

diminua;

42, Fazer varias simulagdes dos beneficios para todos os parceiros sociais, para além

do quadro da figura 30 do texto.

Figura trinta
Beneficios com taxa de
incentivo de 50% em Para ot
- elor
ithd 0 Estad E i
milhoes de euros (%) stado conomia | . e gico
Relativo a \
NG
340,6 170,3
PIB/VAB
/ (0,2%) (2%)
101,1
Receita Fiscal .
(0,15%)
Em termos Empregados
liquidos? (50%) LN
(assumindo uma : . Soma =
reparticdo de /’ 154,2
50%-50% do )
acréscimo de Empregadores 771 /
s (50%)
produtividade)
Notas:
! A receita fiscal (de impostos diretos e indiretos) em 2017 foide 67 mil milhdes de euros.
2VAB adicional em termos liquidos = 170,3 (VAB adicional) x (100% - 0,5 x 18,9%) = 154,2
Fonte: Eurostat, Mar¢o 2020, OECD - Revenue Statistics, Mar¢o 2020
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34. Melhores contactos no estrangeiro para

apoio na implementacao
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Nome Funcao Entidade Contacto
. . Confederacdo da
1| Nils | Consultor/Engenheiro | T g, nik@did
5 p ¢ dinamarquesa
2 Jasper depgifgr?;nczg de Confederagdo da
Madsen servico da industria . indstria jem@di.dk
o dinamarquesa
de metal e maquinaria
3 Mathias Director de .Rela.(;oes A,sscl)c1a<;ao L. mathias.ternell@jernkontoret.se
Ternell Internacionais metalurgica da Suécia
Klas Associacdo das
4 Wahlber Director-geral industrias de klas.wahlberg@teknikforetagen.se
& engenharia da Suécia
Benot Associagdo das
5 Lind ig/is " Economista-chefe industrias de bengt.lindqvist@teknikforetagen.se
q engenharia da Suécia
6 Axel . i European Steel
Eggert Director-geral Association a.eggert@eurofer.be
7 Marle Chairman Sindicato sueco IF marie.nilsson@ifmetall.se
Nilsson Metall
8 G_oran Economista-chefe Sindicato sueco IF goran.nilsson@ifmetall.se
Nilsson Metall
Claus Sindicato
9 Jensen Presidente dinamarqués Dansk clje@danskmetal.dk
Metal
Thomas Sindicato
10 Sob Economista-chefe dinamarqués Dansk thso@danskmetal.dk
y Metal
11 Clagdlo Professor. de Unlvers.1(~iade (,IeTtoha claudio.lucifora@unicatt.it
Lucifora economia de Milao (Italia)
12 F%de',-rica Professora'l de Ufliversidadtle 'de federica.origo@unibg it
rigo economia Bérgamo (Italia)
13 | Bernhard | Director de direito do Assczc1a'gao .
Wagner trabalho metalirgica da wagner@fmti.at
Austria
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