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ABSTRACT

Purpose: meritocracy and incentives for innovation are instruments in the search for efficiency and increased
productivity. The objective of this work is to demonstrate the correlation between meritocracy and productiv-
ity gains that a franchise network presented in a year of economic crisis in Brazil.
Design/methodology/approach: the method of qualitative and quantitative approach of this research used
experimentation, based on interviews, observation and data analysis. Two groups of companies, which total-
ized 92 companies and 746 professionals participated of the research.

Findings: management based on recognition and reward for employees of a group of companies has shown
an increase in productivity of up to 25% in a year of economic recession. In the same period, another group of
companies in the same business, but without a meritocracy-based compensation system, achieved a 9% drop.
Research limitations/implications: this work suffered from limitations as to the influence of the local economy
of each franchise on the results, impacting the comparisons of the groups that participated in the experimen-
tal research.

Practical implications: logistics companies can use this work to define a meritocratic model that encourages
employees to seek innovation in processes and contribute to better operational performance.

Social implications: logistics has a strong impact on the competitiveness of companies, from industry to com-
merce. This work offers visibility of the influence of productivity in logistics companies in the supply chain.
Originality/value: this work contributes to the analysis of the influence of meritocracy in people management,
especially in times of economic crisis.

Keywords: Productivity. Competitiveness. Meritocracy.
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RESUMO

Finalidade: a meritocracia e incentivos a inovagao sdo instrumentos na busca por eficiéncia e aumento de
produtividade. O objetivo desse trabalho é demonstrar a correlagao entre meritocracia e ganho de produti-
vidade que uma rede de franquias apresentou em um ano de crise econémica no Brasil.
Desenho/metodologia/abordagem: o método de abordagem qualitativa e quantitativa dessa pesquisa
usou da experimentagao, com base em entrevistas, observagdo e andlise de dados. Dois grupos de empre-
sas, que totalizaram 92 empresas e 746 profissionais participaram da pesquisa.

Constatagdes: a gestdao com base em reconhecimento e recompensa aos funciondrios de um grupo de em-
presas mostrou um aumento de produtividade de até 25% em um ano de recessdo da economia. No mesmo
periodo, outro grupo de empresas do mesmo negdcio, mas sem um sistema de remuneragdo com base em
meritocracia obteve queda de 9%.

Limitagdes/implicacdes da pesquisa: esse trabalho sofreu por limitagées quanto a influéncia da economia
local de cada franquia nos resultados, impactando nas comparagdes dos grupos que participaram da pes-
quisa experimental.

ImplicagOes praticas: empresas de logistica podem utilizar esse trabalho para definir um modelo meritocra-
tico que incentive colaboradores a buscar inovagdo em processos e contribuir para um melhor desempenho
operacional.

Implicag¢des sociais: a logistica tem forte impacto na competitividade das empresas, da industria ao comér-
cio. Esse trabalho oferece visibilidade da influéncia da produtividade em empresas de logistica na cadeia de
abastecimento.

Originalidade/valor: esse trabalho contribui para a andlise da influéncia da meritocracia na gestdo de pes-
soas, especialmente em momento de crises econOmicas.

Palavras-chave: Produtividade. Competitividade. Meritocracia.

1 INTRODUCTION

The precarious situation of the logistics infrastructure in most developing countries re-
quires logistics operators to seek creative ways to increase productivity and reduce costs. According
to a study conducted in 2017 by the Brazilian institution Funda¢cdo Dom Cabral, with the objective
of evaluating the logistical costs for companies and their impact on business, logistical costs in Brazil
consume 12.37% of companies’ revenues. The study also reveals the high level of dependence on
highways, 75.9% of the logistic services are performed using the road modal (Estudos Fundagdo
Dom Cabral, 2017). The research consulted 130 Brazilian companies, whose invoicing was equivalent
to 15.4% of Brazil’s GDP that year.

Political and economic crises cause the investments of companies, government and in-
ternational investors to be postponed or cancelled. The consumption power decreases with the
increase of unemployment and high inflation. Among the factors that impact the profitability of
companies are some market factors, such as the population’s confidence in maintaining income and
the possibility of consumption (Spitsin et al., 2020).

The outlook report - The Growth of the Brazilian Economy, released by BNDES in April 2018,
showed the contribution of domestic demand to two consecutive falls in GDP, both of 3.5%, in 2015
and 2016. In 2017, GDP grew 1.0% compared to 2016, but the growth dynamics, which despite the
intensity of the decline observed in GDP in the biennium 2015-2016, was affected by the much more
intense drop in investment in the same period, which, with the additional reduction observed in
2017, reached -27% in the accumulated four years: 2014-2017 (Tinoco & Giambiagi, 2018).

With the fall in consumption in 2015-2016, we saw a drop in industrial production. Accord-
ing to IBGE, in July 2016 the accumulated fall in industrial production in Brazil in the last 12 months
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reached 9.6%. The drop in consumption and production impacted logistics companies with a sharp
reduction in the volume transported for the next two years, 2017 and 2018. The effects of economic
recessions are not felt only immediately to events that triggered them, whether political or purely
market (Andrietta et al., 2020). These effects impact the production and supply chain for years.
Transportation companies presented a negative variation of 0.4% in December 2018 in relation to
December 2017, according to the PMS (Monthly Services Survey) of the IBGE (Brazilian Institute of
Geography and Statistics).

Usually, the contemporary challenges of the globalized world demanding for quality and
sustainability, make companies have strategies to increase productivity (Pochmann, 2009). Technical
efficiency provides growth through resource reallocation, process redesign (Ho et al., 2019). In times
of crisis, companies’ investments in efficiency and productivity are reduced, but the value of each
employee’s participation in the results is evidenced in recessions (Kim & Patel, 2020). Today’s com-
petitiveness, strongly transformed by globalization, cannot be characterized by the moment alone,
but with a look to the future. It must encompass the need for company growth with a focus on high
quality, resource management, social equality, human development and employee well-being (Ca-
pobianco-Uriarte et al., 2019).

Companies need to invest in production efficiency through cost reduction and develop new
paths for improvement (Porter & Montgomery, 1998). Paths that in logistics companies go through
the understanding of the supply chain that are inserted and the assimilation that the capacity of
innovation of services and processes has correlation with the management of people, more specif-
ically with the meritocracy linked to innovation. The search for innovation has a strong connection
with moments of economic downturn, either by the search for productivity or by differentiation and
competitiveness (Pinto et al., 2019).

Clearly, among the challenges that the globalized world, at a time of economic turbulence,
imposes on companies is the growing demand for high quality standards coupled with reduced pro-
duction costs. The competitiveness needed by companies in this highly interconnected world basically
comes from productivity based on high quality levels and reduced production costs that enable at-
tractive prices (Fahad & Nidheesh, 2020). Thus, companies need to have clear strategies for increasing
productivity, with management based on continuous improvement, incentives for innovation, talent
retention, recognition and reward. The competitive market leads companies to focus on performance
in a broad way, covering quality, flexibility, delivery and efficiency (Musau & Doctor, 2018).

The human factor with the knowledge it generates is the differential for the establishment
of innovative processes with consequent increase in the competitiveness of organizations (Zhang &
Lucey, 2019). The productivity and creativity of employees can be stimulated by remuneration focused
on results (Littler, 2017). Meritocracy management has been driving the motivation of employees to
be creative and encouraged to contribute with process innovation and thus increase productivity and
competitiveness. As proposed in Figure 1, this meritocracy cycle event can be named: meritocracy
management based on recognition and reward encourages the motivation of professionals from all
areas of the company, which generates a business environment and organizational climate conducive
to creativity and innovation, resulting in increased productivity and competitiveness.

Obviously, companies with higher productivity and competitiveness have greater possibili-
ties of incorporating recognition and reward policies for employees and even suppliers.
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Figure 1: Meritocracy cycle - recognition and reward encourages the motivation of professionals for innovation and greater
dedication to results, which generates increased productivity and competitiveness. More competitive companies have
better conditions for recognition and reward.

Encourage
motivation for
innowvation

Recognition and
Reward

Increased
Productivity and
Competitiveness

Source: author.

This technical report demonstrates how a Brazilian logistics company and its franchise net-
work achieved a 25.18% increase in operational productivity, a 17.12% increase in revenue and a
28.07% increase in the sale of more profitable services in a year with many economic problems in
Brazil and political uncertainties (2018). The expectation for GDP that year was 3%, but closed at
1.3%, according to the country’s Central Bank. The country risk, according to Consultoria Tendén-
cias, went from 152 points in January to 198 at the end of the year, reaching levels above 300 points
throughout the year. Unemployment according to IBGE reached 11.7%. The dollar ends the year
with a valuation of more 16% facing the Real.

The objective of this work is to demonstrate correlation between the model of people
management with focus on meritocracy and the results of productivity gain that the company and
its franchise network presented this year of poor economic results in Brazil. The franchisor achieved
good results and proved the impact of meritocracy in these results through a project based on the
comparison of franchise units of its business that used indicated processes of meritocracy and oth-
ers (with the same profile) that did not use.

To preserve the confidentiality of information, the companies (franchiser and franchisees)
will not be identified and only general characteristics will be detailed.

2 LITERATURE REVIEW

Companies’ competitive advantages are based on their capacity to manage resources and their
positioning in the market. The performance of the organization depends on the relationship of its strat-
egy with the moment, with the environment in which this strategy is applied (Osiyevskyy et al., 2020).

It is through people and cost management, for example, and its market performance strat-
egy that a company generates value to its client, especially in times of economic recession. Accord-
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ing to Porter (1989), companies operate based on three strategies:

i. Cost leadership: when there is a management strongly aimed at having costs below
the market;

ii. Differentiation: when companies focus on value creation through innovation, by pre-
senting differentials in relation to competitors;

iii. Focus: when the company focuses on maintaining a sustainable competitive advantage
in the long term, maintaining standards of a segment;

The practice of process and product innovation can always become a competitive advan-
tage for companies (Porter & Kramer, 2011). It is through innovation that companies are able to
differentiate themselves and obtain greater competitiveness. The constant search for innovation is
fundamental in the search for differentiation and greater competitiveness, however it is a process
that requires investments and does not always have a rate of return in the short or medium term.

The contemporary challenges of the globalized world demanding for quality and sustain-
ability, make companies have strategies to increase productivity (Kotler & Keller, 2012). Companies
invest in efficiency in production by reducing costs and develop new paths for improvement (Mat-
sumato, 2014). Logistics and transportation companies are charged for consistent improvements
in operational and commercial processes because they are part of the value chain of industry and
commerce (Simchi-levi et al., 2010).

The production needs raw material to deliver the volume demanded by trade, which in
turn needs the finished products in a timely manner for marketing. Neither industry nor trade can
consider high stock costs of raw material and finished products. The deadlines are short so that the
raw material is available for the production of an industry and so that the final product is intact and
fit for sale on the shelves of commerce. Undoubtedly, when the raw material does not arrive in full
and in the appropriate time for the production of an industry or when a product to be marketed
does not reach a point of sale to meet consumer needs, the losses are considerable. Thus, the com-
petitiveness of an industry or a store is directly influenced by the quality of logistics services. This
competitiveness of commerce and industry is framed by the productivity of the logistics involved.
Traditionally productivity is measured by the productivity of employees, the productivity of capital
invested, but we can also measure productivity by the technical efficiency of several companies in-
volved in a process (Gong & Sickles, 2020).

Logistics processes are performed by people who are encouraged to generate better re-
sults. Human resources provide the possibility of innovation through the knowledge they inject into
organizations, contributing to their competitiveness (Wang et al., 2020). The good service level of
cargo transportation depends on the efficient execution of processes and in order to provide inno-
vations and continuous improvements, besides the continuity of interaction among people. It is nec-
essary to create links between the people who execute a project, in order to give a logical approach,
but also with care with emotion, ethics and aesthetics (Bowersox & Closs, 1997). These links are the
links of a network of knowledge that we build on the value chain of companies. The capacity of com-
panies to absorb information, market trends and customer needs, gives the company possibilities
for innovation (Duan et al., 2020).

People management based on meritocracy encourages process innovation and motivates
efforts for better results. The relevance of experimental initiatives based on participative manage-
ment in results is an organizational innovation in logistics companies. The recognition of efforts that
have impacted the results of the organization promotes motivation and improvement in collective
performance through socialization and internalization of good conduct (Charron et al., 2017). Many
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companies have ways of recognizing individual efforts that highlight a professional and make that
results are achieved, goals are exceeded. These recognitions make public the results and often the
actions that the professional has adopted to stand out. Therefore, these recognition methods serve
as an example to other employees.

Collective goal encourages the efforts of all the company’s employees, which must be meas-
ured by clear and objective indicators. The collectivization of indicators in measuring team member
performance brings positive results to productivity (Stojci¢ et al., 2019). Logistics companies should,
for example, have indicators of on-time delivery, updating information in a delivery system with data
on the delivery process, quality of cargo handling with a focus on reducing claims, availability of ac-
curate invoices and payment slips in advance of their due date. Indicators that measure the result of
the work of several team members and that make the client be served with quality and loyalty to the
company. According to Kotler & Keller (2012), 95% of unsatisfied customers do not complain, just
stop buying. The reason for the meritocracy model to recognize and reward collectivity is to establish
performance indicators that reduce customer dissatisfaction with the company.

The search for the formation of high performance teams is a common objective for every
manager. The recognition of an employee with relevant results is important and contributes to the
development of the work team. Leadership is a fundamental force in the company’s performance
(Katsaros et al., 2020). People management activities, from value-based recruitment, such as talent
development and performance recognition, have a significant impact on competitiveness (Psycho-
gios & Prouska, 2019; Stahl et al., 2019). High performance teams are also characterized by the
engagement of their members and by being deeply committed to personal growth together with the
team. In addition, they seek results beyond expectations and foster healthy conflict that generates
discussions that expose points of view without fear of vulnerability. Individual recognition does not
emphasize that the individual is inserted in an organizational context and needs the efficient perfor-
mance of the activities of other professionals. Clearly it can be evidenced that the recognition of an
individual can cause an acceleration of the search for productivity in other professionals. However,
collective recognition programs enhance and encourage the motivation of employees who are part
of a team and enable the strengthening of this team and its characterization as a high performance
team (Pompei et al., 2019).

3 METHODOLOGY

Experimental research based on pilot experiments has presented interesting results re-
garding the application of meritocratic management and its contribution to the formation of high
performance teams. In a pilot experiment conducted with 92 Brazilian logistics companies operating
in the national territory, and chosen to cover all regions of the country, it was possible to measure
the positive impact of variable remuneration on company results and also cultural aspects in mer-
itocracy management. This experimentation was based on a model of participation in results by
all employees of the companies, independent of the area they work or the function they perform,
and on another specific commissioning for the commercial team. A group of 46 franchises, logistics
companies, had the model implemented, in a total of 92 accompanied. The experimentation was
done with a total of 746 employees, being 368 of which are remunerated in the meritocratic way
proposed by the franchisor. In this group, 71 professionals of the commercial area who are monthly
remunerated based on exclusive individual sales indicators, as demonstrated in Table 1. Another 297
professionals from the operational and administrative areas were measured through collective in-
dicators referring to operational performance. The proposed payment of the variable remuneration
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to administrative and operational employees took place monthly after determining the operating
profit and indicators of increased volume transported and control of cargo breakdowns and thefts.

The franchise network that operates in Brazil in the logistics business proposed to imple-
ment a project to experiment a meritocracy-based compensation system. This project was part of
a package of measures to face the economic crisis that Brazil was going through, Planned between
October and December 2017, the project was executed starting in January and finishing in Decem-
ber of the following year. The 92 franchise companies that were part of the experiment are totally
independent from each other and governed by a franchisor, which is an airline that transports frac-
tional cargo in Brazil. The conception of the project was based on the creation of two groups that
were used for comparisons. The first group formed by 46 franchise units had a variable remunera-
tion system linked to the collective performance of each franchise and the individual performance of
each employee of the sales area of each franchise company. Another group of companies, also made
up of 46 franchises, did not have the variable remuneration system in place, but was measured by
exactly the same performance indicators as the first group, as described at Figure 2.

The employees of the franchises where the variable compensation model was applied had
the results of their work measured through individual indicators related to the activity they perform.
Thus, according to Figure 2, employees in the commercial area were measured by the results they
brought in three indicators: New Business, Sales Growth in current customers, and Recovery of Lost
Customers. The employees in the operational and administrative areas were measured by the indi-
cators Faults/Theft of Cargo and Customer Complaint Index.

Table 1: characterization of the research groups.

Group 1 Group 2
(with Variable Compensa- (without Variable
tion Model) Compensation Model)
Number of Companies (Franchises) 46 46
Number of Employees Commercial Area 71 77
Number of Employees Atj\n::;lstratlve and Operational 297 301

New Business, Sales
Growth in current custom-

Individual Indicators Commercial Area ers, and Recovery of Lost None
Customers
Collective Indicators Faults/Theft of Cargo and None

Customer Complaint Index
Source: author.

To have greater equality in the formation of the two groups, the units that were chosen for

each group always had similar characteristics based on 3 points:

1. Location: region of the country, market in which it is inserted;

2. Type of cargo transported: specification of the largest volume of air cargo they carry,
such as automotive, pharmaceutical or manufacturing cargo;

3. Type of operation or services they offer: some franchised units offer services that oth-
ers do not, such as product packaging, proactive cargo tracking or the transportation of
specific cargo as dangerous cargo. The number of franchises that do these additional
services was divided between the two groups, making for isonomy in the analysis of
the results. It is important to emphasize that only 4% of the total number of franchises
offered these additional services, with no relevant impact on the employees’ salaries.
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A company in the city of Porto Alegre, RS, was placed in a group and another in the same
city was placed in another group, for example. Just as a franchise unit that transports a larger volume
of medicines was placed in a different group than another unit that also has this cargo profile as the
larger volume transported. In the same way, a franchise unit that is homologated for transportation
of dangerous loads was placed in a different group from another with this same condition. To main-
tain a balance in the samples of each city, in case of impossibility of division between the two groups
due to the total being an odd number, the franchise with the smallest volume, with less represent-
ativeness, was not followed up, did not enter the research. Of the total 105 franchises, 13 did not
participate in the survey because it was considered that they would cause imbalance in the sample.

These three characteristics were the basis for the constitution of the groups and bordered
a greater uniformity of the two groups. The objective of this rule was to exempt or reduce the risks
of results conditioning based on sales characteristics or unequal conditions of development of the
companies of each group. The simple fact that all companies are part of the same business and are
guided by a single management model imposed by a franchisor, helps in this equality of conditions.

The proposed meritocracy model, illustrated in Figure 2, involves and engages all the com-
panies’ employees because it is based on two aspects: collectivity and individual recognition. It rec-
ognizes the collective effort, but reinforces and rewards the individual work of vendors. The pro-
posal of a reward model that has a democratic spirit brings benefits to the organization as a whole
(Musson & Rousseliere, 2020). Moreover, the model’s proposal is not to bring additional costs to
the company, since it is structured based on improvements in net results and not on revenues. The
amounts paid as variable remuneration are percentages over the results growth.

Figure 2: Meritocracy model - variable remuneration system based on collectivity and recognition by individual efforts.

Collective Goal Individual Goal

Goals: . Goals:
Encourage collective efforts in : CD“'ECtI‘UIt\J‘ Meritocracy;
the company; o [CD”ECtiVE GDal} Commercial productivity.
Encoursge productivity in all
areas. Coverage:
Eales Team: internal and exxernal
Coverage: salespeople and sfter-zales service.
Operational Team;
Administrative Team; Individual Remuneration:
Commercial Team. 1.  MNew Business: % of monthhy

net income. Customers leave

Collective Remuneration:
% on operating profit.

Awards:

% Value on operating profit
divided by the number of
employees in equsl parts.

Source: author.

Individual -

Recognition
{Seller's Goal)

Final
Compensation

-681 -

the list after & months of
operation.

2. Customer Portfolio
Management: 3 of the
monthly growth generated by
the portfolio;

3. Execution: fixed premium
[example R 5 200.00 - bwo
hundred reais in the month, if
recovery of 80% of lost
customers);

Awards:

For Overcoming the Goal
> 110% [+ 0.10%)

> 1205 [+ 0.208%6)
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The quantitative and experimental approach of this research has provided a comparison
of sales and operational results based on pre-established performance indicators that underpin the
impact that meritocracy has on a company’s results. The project began with interviews with fran-
chise managers from the presentation of concepts of the proposal to create a variable remuneration
model. A collective presentation was made to groups of franchisees and in the sequence, individual
interviews with the main objective of understanding the potential of engagement of managers in the
project. The indicators were selected by the franchise based on metrics used to account for share-
holders. The indicators are described in table 10. The franchisees chosen to apply the program with
indicators, were informed of the calculation procedures.

From a total of 105 franchises, 92 presented conditions and interest in entering the project.
From the conclusion of the franchise selection, it was sought to create the two groups of franchises:
one with the implantation of the variable remuneration systems and the other without the implant-
ed system. Both groups had their operational and commercial results measured by the same indi-
cators. It was also sought to create two groups with similar franchises, with similar markets, similar
management profiles and similar structures.

5 RESULTS OBTAINED AND CONCLUSIONS

This project was planned between October and December 2017 and was executed starting
January 2018. The year 2018 was a year of economic and political crisis in Brazil, which gave more ro-
bustness to the analysis of the influence of critical factors to the productivity of logistics companies
such as the drop in consumption and the consequent need to reduce costs, including transportation.
The results were measured monthly, always comparing the group of companies that had the meri-
tocracy system in place and the group paid only one salary.

The pilot experimentation on forms of recognition and reward to the employees of the
companies showed an increase of productivity in transported loads of up to 25.18% in one year of
follow-up (2018), as graphically demonstrated in Figure 3. Comparing with a group of companies
without differentiated commissioning by meritocracy. Performance indicators such as sales volume,
sales revenues, number of claims for breakdowns and client claims, were followed during one year,
from January to December 2018 in the 92 companies that served as the basis for the survey.
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Figure 3: in the comparison of the volume transported between companies with variable remuneration tied to collective
results and companies without such remuneration, we notice a great difference in results. The group of companies with
the collective meritocracy system achieved a 25.18% growth in the volume of cargo transported in 2018 compared to the
previous year, while in the group of companies without the system, the drop was 9%.

Volume of Cargo Transported 2018 x 2017

30.00%

25.18%

25.00% -

20.00% -

15.00% -

10.00% -

5.00% -

0.00% -

-5.00%

-10.00%

-9.00%

-15.00%

B Companies with Collective Meritocracy System B Companies without a Collective Meritocracy System

Source: author.

Clearly, the motivation of employees in the sales area, when commissioned, is greater by
the search for results. However, it is also remarkable the contribution of employees in the operation-
al and administrative area when they are recognized and paid for results. The collaborative behavior
of people and even the search for self collection and participation of all employees among each
other have become evident in companies with better results. The relationship between the integral
parts of the supply chain is the factor that defines how effective the chain will be in serving the
market, reinforcing how much a good relationship between the constituent links of a supply chain is
fundamental for competitive advantage (Torres Junior & Ratdo, 2011).

Besides the 25.18% increase in operational productivity, the companies of the group with
the variable remuneration system in place achieved a 17.12% increase in revenue and a 28.07% in-
crease in the sale of more profitable services in one year (2018), as represented in Figure 4.
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Figure 4: companies with a meritocracy-based variable remuneration collective system had a significant growth in the 2018
average monthly revenue compared to 2017. This fact could not be observed in companies that did not have the system
in place in the same period.
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Considering only the sale of more profitable services of the logistics company, we have an
even more interesting result. These services require greater dedication both from the sales staff and
the operation. The services have higher sales prices that require greater dedication of salespeople
in the sales processes and offer differentials to customers who require greater care and operational
attention. Thus, we can consider the sale of more profitable products as an indicator of greater in-
volvement of company employees, both in sales and operation. Comparing the two groups, we no-
tice in the group with a meritocracy-based system a significant increase in the representativeness of
revenue with more profitable services in relation to total revenue. In January 2018 the revenue with
these more profitable products in this group represented 25.40% of total revenues. In December of
the same year, when the system was completing one year of implementation, still in comparative
analysis with and in the adaptation phase, the representativity of the profitable revenue in this
group rose to 34.89%. A growth of 37,4%, as it can be graphically analyzed on Figure 5.
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Figure 5: companies with a meritocracy-based variable remuneration collective system had a significant growth in the
representativeness of the 2019 average monthly revenue in relation to 2018 and 2017 of the most profitable services. The
increase in the representativity of the most profitable services over total revenue was 37.40%.

Rerwerse from Mare Prolitable Services over Tobal Bevenue from Units with a Varksble RBemuneration System

AL . AN .

e T rlwary [T By Wiy v iy Aagarsl St ety NE ] Parpr Lo by ey L

Source: author.

Comparatively, analyzing the representativeness of the revenue with more profitable ser-
vices in the group of franchise companies that doesn’t have the meritocratic system, we also per-
ceived a growth over the total revenue, but in a more timid way. The result was a growth of 1.75%,
going from 23.86% in January 2017 to 24.27% in December of the same year. The representativity of
this more profitable service is much smaller in this group without incentive of variable remuneration
on the results, as illustrated in Figure 6.

Figure 6: companies without a collective system of variable remuneration based on meritocracy achieved very small growth
in one year of experimentation project, only 1.75% when comparing December 2017 with January of the same year.

Reswwrase fram Mote Profitabies Services over Total Revesue fram Lnits withaut s Yariale Remaneration System

Source: author.

Breakdowns, embezzlement and theft of cargo transported by airlines cause enormous
inconvenience to both industry and commerce, so in a meritocratic system that pays for good results
achieved, these operational indicators cannot be left out. The compensation processes offered by
airlines and/or insurance companies only mitigate losses, but do not restore hours of a production
line stoppage or the reputation of a store in front of consumers for not having a product. In addi-
tion, the cost of damages for breakdowns and robberies weighs significantly on airlines’ financial
results. According to the financial statement of the cargo division of a Brazilian airline (analyzed in
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this technical report), the average annual cost from 2014 to 2019 with compensation to customers
for problems with breakdowns and thefts is in the order of thirty million reais. Cargo breakdowns
were responsible for an average of 92.5% of the compensations made by this airline, with the rest
being responsible for cargo theft.

Operational indicators also show interesting results in the first year of experimentation.
The indicator that measures accidents with the cargo, for example, had a drop with greater promi-
nence in companies with implanted meritocracy. This indicator has a significant impact on customer
satisfaction and has a strong influence on the work of operational employees. The care with the load,
the handling with attention and zeal translate into greater customer satisfaction with the logistics
companies. The total value of cargoes that suffer accidents in the year 2017, adding cargo theft and
breakdowns, reached 0.55% of the total value of cargoes transported by companies that in the year
2018 had the meritocracy system. As of the implementation of the system, the drop in claims was
clear, closing the year 2017 at 0.21%. This indicator, graphically demonstrated in Figure 7, in compa-
nies without the meritocracy system in place fell from 0.71% in 2015 to 0.69% in 2018, a small drop.

Figure 7: Companies with a meritocracy-based variable pay collective system obtained a drop in the indicator that measures
breakdowns and cargo thefts. The indicator fell from 0.55% of the value of the cargo in casualty (breakdown and theft) over
the total value carried in 2017 to 0.21% in 2018. This drop in companies without variable compensation was from 0.71%
in 2017 to 0.69% in 2018.
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Source: author.

Another clear evidence that the remuneration system has brought good operational results
is the analysis of the indicator of complaints in the SAC of the franchiser about each franchise unit
(logistics companies). In the group of companies with the meritocratic system in place, the indicator
that measures client complaints fell 27.81% in 2018 compared to 2017. In 2017 there were 1,352
complaints, in the following year this number fell to 976. In the same period the number of com-
plaints fell 6.91% in companies without variable remuneration for results, a drop from 1,288 com-
plaints in 2017 to 1,199 in 2018.
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Figure 8: companies with a collective system of variable remuneration based on meritocracy obtained a drop in the
indicator that measures client complaints of 27.81% in 2018 compared to 2017. In 2017 there were 1,352 complaints,
in the following year this number fell to 976. In the same period, the number of complaints fell by 6.91% in companies
without variable remuneration for results.
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Source: author.

The commercial area of any company must pursue the objective of oxygenating its client
portfolio, it is new clients and the growth of current clients that will increase the company’s rev-
enues. It is noticeable in companies that have their growing revenue, that their salespeople are
focused on new business, new opportunities in current customers and in recovering from falling
customers. Thus, a participatory management based on meritocracy needs to recognize individual
efforts of its sales team. Sales professionals who bring consistent results make good management
of your customer portfolio, and therefore, an indicator of commercial execution is also proposed in
the variable compensation model. This indicator should measure the real influence of salespeople’s
actions on business results. Salespeople are also encouraged to seek additional results if there is the
possibility of extra rewards. Thus, the existence of a bonus that remunerates for exceeding the target
is always an interesting incentive.

At the same time, no commercial team is able to play its role and achieve its goals if the
operation or production is not efficient, if the financial and administrative areas are not able to see
and have the customer as the reason for the existence of the company. Therefore, recognizing and
rewarding the efforts of all the company’s employees collectively are fundamental actions in a mer-
itocratic management.

Process innovation encompasses the management and accumulation of ideas, knowledge
and inventions. Innovation makes it possible for organizations to use internal and external ideas.
Thus, the importance of the existence of a culture of innovation in cargo transportation companies
is highlighted, encouraging internal entrepreneurship, the search for continuous improvement and
increased productivity. The meritocracy is a management tool capable of encouraging or even awak-
ening the motivation of a company’s professionals in the innovation of operational and commercial
processes. It is possible to improve the execution of cargo transportation in order to offer better lev-
els of services to industry and commerce, increase efficiency and reinforce value in the supply chain
through meritocracy. People are fundamental in the processes of change.
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The meritocracy reinforces the possibility of achieving strategic goals and objectives by
recognizing the individual and collective efforts of employees, who feel valued and consequently
motivated to new challenges. Among the benefits of a meritocratic system of management are the
improvement of the use of talents, the adaptation of people in functions related to the psychological
profiles of each individual, bringing more personal satisfaction to the employees, better results for
the company and greater profitability to the business, from the improvement of productivity.

The proposed meritocracy model is based on recognition and reward for collective and
individual efforts, in order to value the efforts of each employee and all areas of the company, which
causes the level of customer satisfaction with the company to be improved and also causes sales to
be driven by commissioning focused on new business, opportunities in current customers and recov-
ery of falling customers. The meritocracy model based on performance indicators aimed at customer
satisfaction and increased sales, shares the company’s net results with employees, recognizes talent,
rewards efforts and makes the company have the constant possibility of innovation through the
creativity and motivation of its employees. This generates customer satisfaction, improved organiza-
tional climate with motivated employees and company growth.

It is important to emphasize that the motivation of employees and the recognition and
reward for individual and collective results, generate a healthy competitive environment, where
talents are highlighted and able to drive the development of other individuals in the organization. It
is also important to emphasize that the focus of the meritocracy system on individual results rein-
forces the recognition of each employee and does not let the efforts of each professional stop being
rewarded. At the same time, the collective award for jointly achieved results generates participation,
a sense of collaboration and encourages the development of high performance teams.

The transport of cargo is a part of the value chain of companies and impacts on the produc-
tivity and competitiveness of producing companies and also on the marketing of products. The integ-
rity of the cargo transported, without breakdowns and compliance with agreed deadlines, are factors
that impact both the production and sale of products. Imperfections of the cargo handling processes
in transportation are responsible for cargo breakdowns, loss / theft, as well as sales processes, cargo
acceptance, cargo release and transportation from one point to another, are responsible for failure
to meet delivery deadlines and lack of information or errors of information to customers of logistics
companies. These processes are complex and framed by a series of factors that impact the safe
transportation of cargo, without damages, with speed and clear information to customers.

People are fundamental in cargo transportation processes. Therefore, the incentive to inter-
nal entrepreneurship, the search for continuous improvement and increased productivity are funda-
mental in logistics companies. In this sense, the meritocracy presents itself as a tool to motivate the
search for innovation in operational and commercial processes. This technical report demonstrates
how a variable remuneration system based on individual and collective results can bring benefits to
the industry and trade supply chain.

An organized variable compensation system based on collective and individual meritocra-
cy provides a friendly environment for innovation, creativity and the consequent improvement in
productivity of any company, more specifically logistics companies. It is important to point out that
this project was planned and executed in a year of economic and political crisis in Brazil. This factor
brought an interesting vision of the impact that macroeconomic factors and governmental uncer-
tainties bring to the management of companies.
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6 STUDY LIMITATIONS AND RECOMMENDATIONS

Based on the results of the pilot experiments and considering that specific studies of each
company are necessary and that we cannot generalize them, it was verified that it is possible to obtain
productivity increase with participative management and meritocratic processes that recognize, re-
ward and motivate individual and collective efforts. The results suggest academic and practical contri-
butions. Academic contributions, for giving relevance to interdisciplinary studies, involving Operations
and People Management; and practical contributions, in the sense of instigating managers to formu-
late integrated management indicators, considering intra-entrepreneurship and internal innovation.

This work suffered from limitations as to the influence of the local market of each franchise
on the results and impacting on the comparisons of the groups that participated in the experimental
research. Therefore, it is recommended that in future studies it be considered a previous study of
regional GDP forecast, using this indicator in the composition of results.
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