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What is the relationship between pay and performance, pay and pay satisfaction, pay and job satisfaction? Reward and 
recognition are emotive topics. Everyone has a preferred approach that they believe will create the right dynamic. 

On top of these factors, there will come increasing scrutiny through the coronavirus crisis, as businesses and society face 
the challenges of economic slowdown.  

The average salary change for a new employee moving from one company to another fell in March as the pandemic began 
to take its toll. At the same time, Q1 saw a 43% increase in job seekers compared to the prior quarter which indicated 
renewed confidence in those looking to seek new employment.1  Naturally, Coronavirus has resulted in firms being more 
frugal in salaries being offered.  The bottom line is that job security is now as much a motivator as ‘top dollar’. 

Consideration needs to be given to the reputational issues of being seen to ‘over reward’ managers whilst many across 
society face hardships, and in many cases, as investment performance has taken some damage. 

This does though refocus that remuneration needs to be built upon the established balance between what employees 
want, what the shareholders desire, what management expect and wherever relevant, to meet the regulators’ 
remuneration codes.  

Fundamentally, payments decisions should be built upon the three positions on the motivational power of money: 

Positive: Money motivates people, and extra money motivates people to work extra hard. Employees compete, when 
rewarded to raise productivity or standards. It is not always possible to promote people, so money is a simple, effective, 
equitable way to reward people according to how hard they work and productivity.  

Neutral: If employees are highly paid, money may not be sufficient an incentive: beyond a level it has little or no 
motivational power. Also, monetary rewards may set employees against each other, leading to conflict in the workplace.  It 
is also often difficult to accurately and fairly determine the standard or basis for the decision to award the employee 
money. 

Negative: Money trivialises some work. The amount received may not bear relation to what the employee contributes. If 
the employer finds it motivating to award money, perhaps the salaries are too low. It can also paradoxically reduce 
intrinsic motivation. There are many other ways to incentivise employees. 

Testing the Theories 

Any simple assertion between amount and type of remuneration and outcome needs to be greatly qualified. We know 
that remuneration packages attract people to organisations but do not necessarily keep them there. 

Once in any role, one of the most powerful influences of pay on job satisfaction is the perception of fairness and equity. 
That is, how much others are paid relative to one’s own package. It is about comparisons more than absolutes.  

Remuneration has to be sensitive to market forces, but the ‘quality’ of an overall remuneration structure is naturally 
subjective. Multi-faceted, complex structures make comparison across firms challenging, and ultimately there is no ‘one 
size fits all’, perfect approach.  

Remuneration Methods 

Generally, an individual can be rewarded according to one or more mechanisms These relate to individual input, individual 
output, input/output efficiency or other ratio, or group/company outcomes. 

 

1 Morgan McKinley Spring London Employment Monitor, April 2020 
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A particular remuneration level may also be established to address an internal or external market inequities, perhaps to 
address a gender pay gap or to provide for employee retention. 

Whichever method of remuneration is chosen it is important to bear in mind how on-target earnings can affect behaviours 
and how there can be a conflict between reward mechanisms and optimal outcomes – e.g. short term company results 
may come at the expense of longevity or investment integrity for a particular strategy. 

Changes in the way of calculating remuneration can have dramatic short and long-term consequences, as well as 
unintended consequences on many aspects of behaviour (teamwork, trust, work style). 

The ratio of variable to base pay (salary) can also be important, as this will determine whether incentives linked to client 
outcomes are significant as a proportion of an individual’s total compensation. Optimally, variable compensation will be 
material enough to incentivise strong effort toward achieving set client outcomes but constructed in a manner to avoid 
unintentionally (or intentionally) distorting behaviour and creating conflicts. 

Broadly, individuals and groups are typically unhappy with some aspect of their remuneration package and it remains an 
emotionally charged ‘hot topic’. Like appraisal schemes there is no ideal solution - there is no scientific formula or 
mathematical equation that leads to a predetermined outcome if the same elements are used. Whatever the strategy, 
even in a bull market, there will inevitably be some disgruntlement in some quarters about how the profits are shared, 
regardless of the method of calculation. 

Typical packages 

The amount ultimately depends on the success of the organisation. The question is how this is determined? Oversight 
judgements have to be made by an individual’s immediate boss, possibly in consultation with other senior managers. In 
their calculations they need to take into consideration not only their performance but issues like their seniority, their 
replacement value and the need to retain them; their social/morale contribution; the importance of the individual vs the 
team contribution and the pay of their colleagues. Inevitably this is where more subjective factors come into play however 
‘fair’ the senior pay committee tries to be. 

Committee discretion is particularly important during difficult market environments, like we’re seeing today, where effort 
and relative performance need to be considered. 

The Bottom Line 

Using remuneration as the major way of influencing motivation and satisfaction is misguided.  

Other factors like work autonomy, job interest and management style are more important in the eventual mix. Arguably, 
all people - but most portfolio managers in particular - value autonomy: how, where and when they work as well as 
freedom to make all major decisions. People in general value being appreciated for their strengths: what comes easily (or 
not easily in some cases but they persevere) and in which they do well.  

As important as remuneration, or even more importantly, is how they are managed and recognised. The feeling that they 
are doing important work not only for their company and their clients but also how their efforts can benefit all 
stakeholders in society are powerful motivating factors. This is why ultimately; money is not the most crucial motivator! 
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For professional and/or qualified investors only. 
 
The information contained herein does not constitute investment advice relating to your particular circumstances. No 
investment decision should be made based on this information without first obtaining appropriate professional advice and 
considering your circumstances. 
 
Any information relating to past performance of an investment or investment service is not necessarily a guide to future 
performance. 
 
Stamford Associates Limited 
19 – 21 Old Bond Street 
London, W1S 4PX 

+44 (0)207 629 5225 
info@stamfordassociates.com 
stamfordassociates.com 
 
Stamford Associates Limited is authorised and regulated by the Financial Conduct Authority.  

© Stamford Associates Limited 2020.  All rights reserved.  
 

mailto:info@stamfordassociates.com

