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Recognition and reward
“Reward and recognition” is a phrase commonly used for a
role or department within HR. But the relationship between
recognition and reward is complex. Juran (2003) explains it
well:

•
•

Rewards are salary increases, bonuses, and promotions
keyed to job performance and usually conferred in
private, primarily focusing on conduct of operations
using performance appraisal or merit ratings.
Recognition is typically non-financial and consists of
“ceremonial” actions taken to publicise meritorious
performance.

Adrian Furnham, professor of psychology at University
College, London (Employee Benefits, September 2008)
says that most people believe that extrinsic motivation
(money, holidays, etc) are more important motivators
than the intrinsic (interesting and worthwhile work
and responsibility). But he argues that it is actually the
other way round. Recognition is one factor that actively
contributes to employees’ intrinsic satisfaction with their
job.
British Airways effectively differentiate as follows:

•
•
•

Reward — is about pay or compensation
Incentives — are about meeting targets
Recognition — is about saying “thank you”.

Rosabeth Moss Kantor simplifies it even further by saying,
“compensation is a right, recognition is a gift.”
Recognition is all about the message; any tangible gift or
award is simply a small element of the thanks. The impact
is in the thanks. But with pay it is usually quite the opposite.
You have to pay people for them to work for you; you are
obliged to pay employees. Whatever else an applicant
knows about a potential job the one absolute is the pay.
Organisations often do not think about the message they
want the pay or bonus to carry. This misses a lot of value.
It might seem odd that an organisation could spend up to
70% of its costs on pay and yet spend little time ensuring
people understand what it is about. But financial reward
can be a form of recognition, inasmuch as it can be used to
tell people more than that they are just being paid to do
a job. Although Hertzberg is always held up as saying that
money is a hygiene factor not a motivator, he also saw a
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connection between pay, recognition and achievement.
“…money thus earned as a direct reward for outstanding
individual performance is a reinforcement of the motivators
of recognition and achievement. It is not hygiene as
is money given in across-the-board wage increases.”
(Hertzberg, 1968)
Tyson (1995) considers that there are strong symbolic
overtones within organisational rewards. “Monetary
rewards may not motivate in the long term, but they
certainly symbolise the value corporations attach to
specific behaviours — for example, rewarding long service,
interpreted as loyalty, or rewarding performance above
other attributes.” So pay can be made more effective if its
underlying symbolic effect is considered. If you want to see
what an organisation truly values look at what it actually
pays for — not what it says.

Recognition or incentives?
Non-cash recognition programmes should be contrasted
with incentive plans. Recognition programmes seek to
influence behaviour by reinforcing positive actions: the
great things people are already doing. They do not do so
by using the incentive of a carrot. An incentive plan, by
contrast, carries the message “you do that and I will give
you this”.
Many managers in the US and UK have deeply held
assumptions about the role of incentive pay in motivation.
This may be because money is the only “currency”
used by some organisations to thank people; giving the
message that it is only cash that demonstrates your worth.
(Nelson,1996) In other words these managers promote a
self-fulfilling prophecy so that employees learn to expect
cash as the only true form of thanks. If a child is deprived of
love by its parents but receives only toys, then although it
may crave the love it ends up demanding more toys — the
currency that the parent uses. The parallel with reward and
recognition is obvious — what is really needed is genuine
appreciation and understanding by managers of employees.
However, as with children — toys are better than nothing
at all. (La Motta, 1995) Non-cash recognition programmes
can help to shift the balance back to real thanks and
appreciation and so complement the pay system.

Would you like the money?
If given the choice, employees say that they would rather
receive cash than a non-cash award. But it does not
follow that cash will be as effective as non-cash. This was
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illustrated by a piece of research undertaken by Scott Jeffrey
of the University of Chicago in 2004.

here for 20 years and this is the first time I’ve really been
thanked.”

People were invited to a behaviour laboratory to take part
in a word game in pursuit of an incentive. They were divided
into two groups. One group was given the opportunity
to receive cash for high performance in the game. The
other group could earn non-cash awards based on their
performance. Care was taken to ensure that the value of the
non-cash awards was equal to the cash.

Differentiation can be explained by the psychological
process of separability (Jeffery, 2003) which simply says
that people will typically separate different sources and uses
of funds and aggregate others. For example, most people
will mentally separate from their salary the appreciation in
value of their home. On the other hand, as both salary and
any cash award are earned as part of their job they are likely
to be mentally combined. A cash award lacks separability
so that cash that is given, for example to recognise some
particular achievement, does not stand out in the mind
of the recipient. Although this can be countered by the
organisation using some celebratory ceremony, it is better to
distinguish something outside the norm by using non-cash.

In each experiment the non-cash group were asked their
level of agreement with the statement, “I would prefer to
receive the cash value of the prize rather than the prize
itself.” seventy eight per cent said that they would rather
have the money. However, the results were that the groups
who received cash improved their performance by 14.6%,
but the non-cash groups improved their performance by
38.6% — well over double.
So although the majority of people said, “I want the money”,
using non-cash had more impact on the results. This is an
important finding and is a fundamental point underpinning
one of the reasons why I believe that non-cash can have a
very significant impact over cash. That is not to say that you
should do away with cash awards; that would be absurd.
You need to pay people a decent salary and give them
appropriate benefits. You may also want to have some cash
bonus plans. But a tiny percentage of your payroll costs are
likely to give you huge value if applied correctly as non-cash
awards.

Why should you use non-cash reward?

Memory value

We all like to receive presents; there is something about
receiving a tangible award that trumps cash. There are four
main reasons for using non-cash awards over cash within a
recognition programme and perhaps in addition to cash in
an incentive programme:

Non-cash awards can have, “memory value”; that is their
effect is longer lasting than cash. This is also known as
“trophy value”. It is sometimes said that cash is a motivator
for as long as it takes before it is spent. A US survey
(Workspan, November 2006) asked people how they spent
their last cash reward, incentive or bonus. The results are
shown in Table 1 below.

Differentiation
Non-cash awards differentiate a recognition programme
from pay. Some time ago I was consulting with an
organisation reviewing their recognition programme. They
paid recognition awards through payroll usually a month or
more after the event. Tax was deducted and inevitably the
payment was quickly used up in people’s regular monthly
outgoings. Other than a letter informing the individual of
the award, there was little or no celebration. Interviews and
focus groups with managers showed that their dominant
view was that this was really just part of the pay system;
they saw that the important part of the recognition
programme was the pay. The great majority of recipients,
on the other hand, said that the most memorable and
important part was receiving the letter of thanks recognising
what they had done. A typical comment was, “I’ve worked
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Some organisations I have worked with who use cash awards
within their recognition scheme have reported that some
of their managers appear to have used these cash awards
in 2009 and 2010 to simply top up a very low pay award.
If you have a system that allows a reasonably substantial
cash award within one process — in this case a recognition
programme — it is inevitable that some people will work
backwards to find ways to use the money available, where
they may be restricted from spending a similar amount
within the pay review. Much better is to use non-cash within
the recognition scheme and allow some non-consolidated
cash bonus within the pay review system. These two are
then separate and can be differentiated in the minds of both
the managers and the recipients.

Table 1: What do employees buy with cash awards?

Bills

29%

Not remember

18%

Never received

15%

Family gift

11%

Household items

11%

Savings

11%

Special treat

11%

Vacation

11%

Something else

11%
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These results hardly support the use of cash if you want some
longer-term value. Cash does not bring back fond memories.
In contrast, every time a non-cash item is used or enjoyed the
recipient may remember why and how he or she earned it. So
every time the TV is watched, the individual will be reminded
of the organisation and his or her achievement that led him
or her to receive it. Although someone is unlikely to show his
or her neighbours their pay slip, it is rather more acceptable
to show off something tangible that has been earned. So
you would not say to your neighbours, “I just received an
£800 bonus”, but you might proudly show them the new
TV you were given by your organisation or tell them about
the exotic holiday you received. An important component of
recognition is the social reinforcement from others knowing
about your good performance. A non-cash award can be
more effective than cash at enhancing this reinforcement.
My first proper job was with a direct selling life assurance
company. I joined as a graduate trainee in 1975 and soon
moved to work in Training and Development and then
Compensation. The sales people were on commission only,
with no salary: clearly an environment with a very direct cash
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based incentive reward strategy. But not so. In addition to the
cash commission, the company employed a whole range of
non-cash awards, prizes and incentives. There was the million
dollar roundtable, the Chairman’s club, the regional awards
and the annual conventions in luxury locations abroad.
What all of these very desirable things did was to enable the
successful sales people to demonstrate their success in a way
that cash alone could not. Achieving these different non-cash
awards was all about getting recognition and esteem from
others. There was a degree of exclusivity about the prizes.
Only a relatively small number would achieve them and be
feted by the executives of the company.
Perceived value
The perceived value of a non-cash award can be much higher
than the actual cost, so that a non-cash award is valued
more highly than cash of the same value. It may be that the
organisation can source an award much more cheaply than
the individual could. This may be because they are buying
in bulk or can negotiate a better deal with a supplier or
through a third party. It may be because they can use their
own product or services (or those of an associated company)
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as an award. An example would be a hotel chain providing a
weekend stay for an employee and partner or a restaurant
group giving dinner for the recipient and family.
The psychological process here is called “evaluability”
(Jeffrey, 2003). That is, a recipient evaluates the award in
different ways. When a pleasurable non-cash award is used,
people tend to see the positive elements rather than any
negative. This is known as an affective reaction to the award
or incentive. Jeffrey gives the example of an award of a trip to
Hawaii, where the thoughts about the trip will be about lying
on the beach with a drink rather than the possible negative
aspects such as having to stop the newspapers, taking the
dog to the kennels, going to the bank to get currency, etc.
People then use their feelings when determining the value of
the award or incentive. This can increase the perceived value
of a non-cash award compared with the value of cash which,
of course, is easy to evaluate.
A second process that is working here is known as
“justifiability”. In this context it means that even if someone
could afford to buy the non-cash gift, they may well not
feel that they want to spend the money on a luxury or
aspirational item that they might think of as frivolous.
However, if a non-cash award is viewed as a luxury that the
participant values, but could not justify purchasing, then
the individual can justify to himself acquiring it if it has been
earned for a particular achievement or hard work.
More personal
A non-cash award can be tailored to the needs and interests
of the recipient, showing a greater amount of thought than a
simple cash sum would reflect. We only need to think about
the difference between receiving a birthday present of a
cheque or a really well chosen gift.
If you know your people, a manager can ensure that a noncash award or gift is personal and will be appreciated. It
shows that you know and care about them and have paid
attention to their interests and desires. You may be able
to find something that they can share with their family or
partner. This can be particularly valued where the individual
has had to put themselves out at the cost of their partner
or family. But it equally holds that if you get it wrong it can
make what should be a very positive event very negative.
At the end of the day, as John Timpson, Chairman of
Timpsons the UK shoe repair chain, says, it’s important to
know your people. Timpson says that a manager should know
things like their employees’ partner’s name, children’s name/
ages/schools, last holiday, main hobbies, career history.
After all, how can you expect to engage and motivate them
if you do not know much if anything about them? It is about
recognising the whole person who comes to work.
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Points to ponder
• What forms of reward and/or recognition have the
greatest impact on you, and why?
• What is the balance of cash and non-cash rewards
in your overall system?
• What evidence do you have about what people find
most motivating?
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