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ABSTRACT

Based on an implicit general agreement, employee satisfaction and
commitment are affected by full rewards, so managers' perceptions of the
appropriate and effective use of rewards programs are necessary to increase
efficiency. But one of the most important problems in this field is the inability
to properly separate the types of labor based on their productivity during the
distribution of rewards, which causes that in many cases the labor with high
and low productivity receives the same rewards. By designing a static game
with complete information between managers and their labors and considering
the players’ outcomes, the present research aims to show that in some cases
even the distribution of inappropriate rewards can exceed the equality of
rewards for all types of labor in such a way that the labor with lower
productivity should be paid more than the labor with higher productivity.
Therefore, in this research, the interrelationship between managers and labor
was investigated through game theory. For this purpose, managers' strategy
was designed in five modes and employees' strategy was designed in three
modes. The results showed that at the equilibrium point, the strategy of
managers will be to distribute continuous and equal rewards to employees
with higher productivity, and employees will also choose the strategy of more
effort to increase productivity (and therefore receive rewards). Finally, it is
suggested that in order to create more motivation and effort for employees and
as a result to increase their productivity, the distribution of rewards among
employees with higher productivity should be continuous and equal.
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