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Abstract: The research objective is to prove the trends that concern labour sphere and social and labor
relations under the conditions of the knowledge economy formation, their impact on the compensation policy,
and to outline the main directions of the compensation policy development under the conditions of the labor
intellectualization. An analysis of the current trends in the economy and society has showed that under the
conditions of the knowledge economy formation the nature and content of the work have changed, the social
and labor relations have become transformed. It has been highlighted trends in the labor sphere and social
and labor relations: labor intellectualization, automatization and computerization, innovative component of
labor activity, flexibility, labor virtual component, demand for “cross functional” employees are increasing,
individualization of social and labor relations is growing, emphasis in management from human resources
management to talent management is changing. It has been determined that the transformations of labor
sphere and social and labor relations dictate the need to attract and retain competent, talented, innovation-
oriented employees, establish socially responsible attitude to work and its results, determine change in the
compensation policy. New directions for development of policy of staff remuneration have been proved that
include the individualization of labor reward, the development fair, transparent compensation models of labor
remuneration, the provision of meaningful, structurally well-balanced, decent compensation packages in ac-
cordance with the dominant employees’ needs and the market price of labor, the employees’ contribution
into the business results.

Key words: labor sphere, social and labor relations, labor intellectualization, compensation policy,
knowledge economy.

AHHOTauus: Llenblo uccnenoBaHus sBnseTcs 06OCHOBaHWe TeHAEHUWI, MpUcylumx cdepe Tpyaa
1 COLManbHO-TPYAOBLIM OTHOLIEHUSIM B YCMOBUAX (DOPMUPOBAHUSI SKOHOMUKM 3HAHWIA, UX BIMSIHUS Ha
KOMMEHCALMOHHYIO MOSMTHKY, @ Takke 060CHOBaHWE OCHOBHbIX HANpaBneHUin PasBrTUst KOMMNEHCALMOHHOM
MOMUTUKU B YCMOBUSAX WHTENNEKTyanusauun Tpyaa. AHanmM3 COBPEMEHHbIX TEHAEHUMA B 3KOHOMUKE
1 oblecTse nokasas, 4YTO B YCMOBUSIX (POPMUPOBAHWS SKOHOMMKW 3HAHWI W3MEHSIIOTCS XapakTep
1 coaepxaHve paboTbl, TPAHCHOPMMUPYIOTCS COLMAanbHO-TPYAOBLIE OTHOLIEHUS. BbisiBneHbl cneayioLume
TeHOeHUMM B cdepe Tpyaa M COUMAmbHO-TPYAOBLIX OTHOWEHUSIX: MHTENneKkTyanusauus Tpyaa,
aBTOMaTM3aUMsi U KOMMLIOTEPU3ALMS, YBENMYEHNE VHHOBALWMOHHOW COCTaBRSAIOLLEN TPyA0BON AesTenb-
HOCTM, MMBKOCTW, BUPTYaribHOM KOMMOHEHTHI TPyAa, MOBbILEHUE Crpoca Ha «MHOMOMYHKLUMOHAMBHBIX»
paGOTHUKOB, UHAMBUOYANU3ALMS COLUANLHO-TPYAOBbLIX OTHOLLEHWI, N3MEHEHWE aKLEHTOB B ynpasrieHum
OT YNpaBrieHUs YenoBeYeCcKMMI Pecypcamu K ynpasieHUio TanaHTamu. YCTaHOBIIEHO, YTO M3MEHeHUs
B chepe Tpyaa v coumanbHO-TPYAOBLIX OTHOLLEHWSX AMKTYIOT HEOGXOAMMOCTb NMPUBIEYEHNS U yAEpKaHUS
KOMMETEHTHbIX, TanaHTNMBbIX, OPUEHTUPOBAHHBIX HA UHHOBALMM COTPYAHMKOB, (DOPMUPOBAHUS COLMAbHO
OTBETCTBEHHOTO OTHOLWEHUS K paBoTe W ee pesynbTatam, U3MEHEHUsI KOMMEHCALMOHHON MOMUTUKM.
OGoCcHOBaHbl HaMpPaBfeHWst PasBUTUS  KOMMEHCAUMOHHOM MOSIMTUKX, KOTOPbIE BKIIOYAIOT MHAWBM-
Ayanu3aumio Bo3HarpaxaeHusi 3a Tpyd, hopMUpoBaHUE CrpaBeanvBbIX, MPo3padHbIX Mogernen onnatbl
Tpyda, NpefocTaBneHue MOMHOUEHHbIX, CHanaHCUpoBaHHbIX, JOCTOMHBLIX KOMMEHCALMOHHBIX MakeToB
B COOTBETCTBUW C AOMUHUPYIOLMMMU NOTPEGHOCTSMU COTPYAHUKOB U PLIHOYHOM LieHOW Tpyaa, BKMNasoM
COTPYAHMKOB B Pe3ynbTaTthl AEATENLHOCTY.
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KnioueBble cnoBa: TpyaooBas ccbepa, coumnarnbHO-TPyAOBbIE OTHOLUEHWUA, UHTEeNnneKkTyanu3auna tpyaa,
KOMMEHCaLUMOHHAs NOMUTUKA, IKOHOMMKA 3HaHWUN.

Streszczenie: Celem badania jest ukazanie tendencji zwigzanych z sferg pracy, stosunkami spotecznymi
i pracowniczymi w warunkach ksztattowania gospodarki opartej na wiedzy, ich wptywu na polityke kompen-
sacyjng, oraz zaprezentowanie gtéwnych kierunkéw rozwoju polityki kompensacyjnej w warunkach intelek-
tualizacji pracy. Analiza obecnych tendencji w gospodarce i spoteczenstwie wykazata, ze w warunkach po-
wstawania gospodarki opartej na wiedzy, zmienia si¢ charakter i tre§¢ zmian pracy, transformacji ulegaja
relacje spoteczne i zawodowe. Ukazano nastepujgce tendencje w sferze pracy, relacji spoteczno-zawodo-
wych: intelektualizacja pracy, automatyzacja i komputeryzacja, wzrost innowacyjnego sktadnika aktywnosci
zawodowej, elastycznosci, wirtualnego komponentu pracy, rosngcy popyt na ,wielofunkcyjnych” pracowni-
koéw, indywidualizacja stosunkéw spoteczno-zawodowych, zmiana akcentdéw w zarzadzaniu od zarzadzania
zasobami ludzkimi do zarzadzania talentami. Ustalono, ze zmiany w sferze pracy, stosunkach spoteczno-
zawodowych dyktujg potrzebe przyciggnigcia i utrzymania kompetentnych, utalentowanych pracownikéw
zorientowanych na innowacje, ksztaltowania odpowiedzialnego spotecznie stosunku do pracy
i jej rezultatow oraz zmiane polityki kompensacyjnej. Ukazano kierunki rozwoju polityki kompensacyjnej,
obejmujgce indywidualizacje wynagrodzenia za prace, tworzenie sprawiedliwych, przejrzystych modeli wy-
nagradzania za prace, zapewnienie petnowartosciowych, wywazonych i godnych pakietéw kompensacyj-
nych zgodnie z dominujgcymi potrzebami pracownikéw i rynkowa ceng pracy, wktadem pracownikéw do
wynikéw dziatalnosci organizaciji.

Stowa kluczowe: sfera pracy, relacje spoteczno-zawodowe, intelektualizacja pracy, polityka kompensa-
cyjna, gospodarka wiedzy.
JEL: A14,J33

INTRODUCTION

Strategic objectives of Ukraine are increasing the national economy competitiveness, integration
into the European economic area and development of the welfare state. To achieve these ob-
jectives is impossible without transformation of a labor sphere towards intellectualization and
socialization, the growth of its innovative components, changing values, motivational attitudes
and raising personal responsibility of the basic subjects of social and labor relations. Main bar-
riers toward these objectives are inefficient system of social and labor relations and compensa-
tion policy that lead to the aggravation of contradictions between labor and capital, asymmetries
in the wealth distribution, deepening social inequality, devaluation of labor prestige and reduction
of staff interest in labor results.

Business practice shows that traditional approaches to regulation of social and labor rela-
tions, labor remuneration cannot harmonize the interests of physical and human capital owners,
stimulate innovation development, form a socially responsible attitude of employers to staff and
staff — to work, attract and retain competent employees as the major company competitive ad-

vantage on the market.

ACTUAL SCIENTIFIC RESEARCHES AND ISSUES ANALYSIS

The theory and practice of social and labor relations and labor remuneration are constantly on
the focused attention of scientists and experts. Labor sphere, social and labor relations and labor
remuneration have been examined by the following scientists: M. Armstrong, T. Flannery,

H. Friedman, S. Gross, M. Hamel, R. Henderson, R. Heneman, D. Hofrichter, O. Hrishnova,
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A. Kolot, H. Kulikov, E. Lawler, E. Libanova, L. Lisohor, S. Marcotte, G. Milkovich, J. Newman,
O. Novikova, V. Onikiyenko, |. Petrova, J. Pfeffer, P. Platten, S. Rogers, J. Schuster, M.Se-

mykina, P. Thompson, J. Tropman, N. Volhin, P. Zingheim and others.

UNINVESTIGATED PARTS OF GENERAL MATTERS DEFINING

Scientists have made a significant contribution to formulization of theoretical, methodological
and practical aspects of the social and labor relations and labor remuneration development.
However, the conceptual foundations for constructing a new basis for social and labor relations
and compensation policy under the conditions of the innovation component and labor intellec-

tualization growth have been remained underexplored.

THE RESEARCH OBJECTIVE

The research objective is to prove the trends that concern labour sphere and social and labor
relations under the conditions of the knowledge economy formation, their impact on the com-
pensation policy, and to outline the main directions of the compensation policy development

under the conditions of the labor intellectualization.

THE STATEMENT OF BASIC MATERIALS

An immanent feature of the society’s development is the continual change in social structure.
Scientists studied the evolution of society and its development stage terminize the modern
stage in different ways. A concept of the post-industrial society, the main attributes of which
are the innovative economy sector, top-quality services and the knowledge industry, has be-
came the most popular. The concept of the post-industrial society received wide recognition
after the publication of D. Bella’s book “The Coming of Post-Industrial Society” (Bell, 1973).

At bottom of the post-industrial society concept is the division of all social society’s devel-
opment into three stages: agrarian (pre-industrial), industrial and post-industrial. The post-in-
dustrial society is the stage of society’s development when the service sector generates more
wealth than the production sector of the economic activity.

A. Toffler distinguished three “waves” in the society’s development: agrarian, industrial
and informational during the switch to a knowledge-based society. A characteristic feature of
the third stage, according to the scientist, is the humanization of all spheres of human life
(Toffler, 1980).

The post-industrial society concept intimately connects with a theory of innovative eco-
nomy founded by J. Schumpeter (1939) in the early 20th century. The basic characteristics of
the innovative economy are the development of education and science, high quality of living,

the economy competitiveness, the large part of innovative enterprises and innovative products,
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high level of knowledge industry and their export, etc. The concepts of post-economic society,
postmodern society, society of the fourth formation are close to post-industrial society concept
as well.

Some researchers describe the modern stage of society using a concept of informational
society. Informational society is a society in which the processes of information creation, trans-
ferring, exchanging, using, accumulation and processing are the major economic, political and
cultural activities. The purpose of the informational society is to obtain competitive advantages
at the global level by virtue of the creative and productive utilization of information technologies
(Beniger, 1986).

The concepts of new economy and knowledge economy intimately connect with the con-
cepts of the post-industrial and informational society. The German scientists during studding
the forms of appearance of a new economy give notice that the transition toward new economy
finds expression in the penetration of information benefits in practically all sectors of the eco-
nomy, what is more it concerns both expenses and output. Consequently the new economy
can be defined as an economy that characterized by the creation, processing and dissemina-
tion of information. In contrast to the old economy, which characterized by producing material
goods, the benefits of the new economy mainly have non-material nature (Klodt, Bukh & Khris-
tensen, 2006, p. 26).

The scientists of Institute for economics and forecasting of National Academy of Sciences
of Ukraine state that the intellectual potential of the society is crucial in the knowledge econ-
omy. Intellectual potential represents by the set of everyday (ordinary) and specialized (scien-
tific) knowledge accumulated in the consciousness of people and materialized in technological
methods of production (Heyets’, Aleksandrova & Bazhal, 2005, p. 27).

Based on the results of the research conducted, we can conclude that all concepts of
modern society resolve themselves into crucial role of human capital in the creation of com-
petitive advantages, national wealth, economic growth and society’s development. Innovative
products, scientific research results, modern information technologies and models, creative
methods and approaches are solely the result of development, accumulation and using human
capital and especially its intellectual component.

Competence and professionalism, innovative mindset and creativity, logical and uncon-
ventional thinking, ability to generate new ideas, solve atypical tasks, produce and implement
innovations — critical characteristics of social development, welfare and wealth. Therefore,
these characteristics are becoming the fundamental “engines of production” and the owners
of these characteristics — the main competitive advantage and the driving force of economic
and social development, and, therefore, the dominant factor of the knowledge economy for-

mation.
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Humanitarian components of human capital are gaining a greater importance under the
conditions of the knowledge economy formation. Among them: high national consciousness,
high level of culture, loyalty to the national ideas and corporate values of the company, tole-
rance, respect for own environment (employer and colleagues, leaders and subordinates, sup-
pliers, consumers and even competitors). All these components characterize the level of social
responsibility of a person to his/her employer, colleagues, the state, the nation, etc. The de-
velopment of these components of human capital facilitates formation of employees’ loyalty,
increasing engagement, willing to contribute to the development of the enterprise, country and
society.

The changes in social structure are leading to structural changes in the economy. These
changes are influencing on the nature and content of labor. It is resulting in transformation of
social and labor relations. A. Kolot (2009, p. 3-4) gives notice that

»the new hierarchy of economic development factors, the intensive implementation of new
higher technologies and, first of all, information and communication ones, are increasingly
stipulating the transformation of employment forms and the severization of requirements
for the subjects of labor activity. Mainstreaming the role of a creative person in production
is leading to growth of demand for intellectual, creative work, for highly skilled workers with
ability to continual learning, acquisition of new knowledge”.

The German scientists highlight the following global trends in the labor market that are
taking place under the conditions of the new economy formation:

— mainstreaming the importance of the information technology sector in the labor market in
consequence of the high rates of its development;

— uprising the demand for new qualifications as a result of the intensive using new commu-
nication and information technologies that influences the system of training and education;

— occurring the new forms of labor organization and remuneration resulting from main-
streaming human capital of workers in the production process;

— uprising possibility of separation of the enterprises and workplaces location by virtue of
new information and communication technologies;

— actualization of the need for a more flexible labor supply due to the reduction of the pro-
duction cycles duration. Such supply can be given by special agencies providing tempo-
rary work that stipulates the development of staff leasing;

— reduction of information deficit due to development of Internet technologies, that has
a positive effect on the search of employment for candidates and recruitment in the labor
market (Klodt, Bukh & Khristensen, 2006, p. 158).

As for the labor organization, the scientists give notice that in the new economy work in
networks, temporary cooperatives and short-term projects are actualizing. Traditional Tay-

lorism often replaces by holistic work forms. At the same time, the main characteristic of the
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Taylor model of the labor organization is specialization in solitary tasks and the holistic model
provides occupations rotation, integration of various tasks and learning in various spheres of
activity (Klodt, Bukh & Khristensen, 2006, p. 177).

Yu. Zaytsev and D. Verba consider that attributes of the evolution of the labor sphere in-
clude labor intellectualization, acquisition of creative nature by labor processes, reduction of
opportunity of work results evaluation and rationality of the organization according to formal
criteria, etc. (Zaytsev & Verba, 2010, p. 14).

|. Petrova, T. Shpyl'ova and N. Sysolina state that the changes of labor content naturally
lead to the acquisition of new features by labor and the transformation of social and labor
relations. Labor is becoming more and more creative, it requires a wider freedom of an em-
ployee during the professional tasks performance and the management process of own ac-
tions. The share of nonstandard solutions is increasing that requires personal development,
enrichment of value and motivational sphere. According to the scientists, there are two im-
portant trends in the development of labor. On the one side, it is becoming a sphere of reali-
zation of the employee’s individual characteristics, his exclusive competences, unique abilities,
and on the other side — it is increasing the social nature of labor, cooperation, professional
engagement and interaction (Petrova, Shpyl'ova & Sysolina, 2010, p. 15).

Many scientists highlight that various sectors of economic activity have such characteristic
as flexibility (changeability). R. Kolosova and Ju. Stal’'nova give notice that under the influence
of flexibility it is taking place transition to a new era in the labor organization and social and
labor relations. These trends are significantly changing the nature of such components of so-
cial and labor relations, as employment, working conditions, mobility, quality of work force,
decision-making process, labor regime, remuneration, etc. These processes are leading to the
expansion of another global trend in the development of the social and labor sphere — the
individualization of social and labor relations (Kolosova & Stal’nova, 2012, p. 554-555).

Beside the positive changes in the labor sphere and social and labor relations there are
negative trends, among which a central position is occupied by unstable employment. In con-
trast to traditional employment characterized by full-time working day, unlimited-term work con-
tract unstable employment realizes on other principles of relations of the economically active
population and employers. Among the forms of unstable employment, it is possible to distin-
guish fixed-term work contract, part-time work, staff leasing, outsourcing and distance employ-
ment.

Based on the results of the research conducted, it has been highlighted trends in the labor
sphere and social and labor relations under the conditions of the knowledge economy for-

mation. Among them:
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increasing innovative component of labor activity as a result of the domination of the inno-
vative technologies and knowledge-intensive production role in the creation of competitive
advantages and economic growth;

labor intellectualization, increasing proportion of employees engaged in mental and crea-
tive work that influences the vocational and qualification structure of enterprises staff, in-
creases the requirements for the level of employees training, requires continual learning,
including self-education;

automatization and computerization of labor, dissemination of information and communi-
cation technologies in all spheres of human activity, in particular in different labor activity
spheres, including traditional ones;

increasing the share of employees engaged in the information systems and technologies
sphere, that leads to growth of demand for IT-specialists, severization of employers’ re-
quirements to specialists in different spheres regarding the level of information technolo-
gies knowledge, optimization of personnel;

growth of the virtual component of labor due to development of information technologies
and virtualization of markets, in particular the labor market, that facilitates increasing the
availability of information, reducing the time for its search and processing;

increasing the demand for “cross functional” employees who have the competence of sol-
ving complex tasks, problems relating to different spheres of activity. In that context it is
actualizing the need for post-graduate education of employees, acquisition of new
knowledge and skills, expanding professional horizons, mastering not only new technolo-
gies, but also new professions and specialties;

impossibility of heavy regulations not only of the labor process, but also of labor hours,
especially for employees engaged in intellectual work that leads to changes in the labor
organization;

complication of maintaining control over the labor process that leads to increasing em-
ployees’ autonomy, raising personal responsibility of employees not only for the results of
activities, but also for the entire working process;

increasing possibilities for creative work due to the growth of the innovative component of
labor, on the one side, and the necessity for providing facilities for self-organization, self-
control and independent decision-making — on the other;

it is often impossible to evaluate work results, and in many cases it isn't necessary to
stimulate quantitative indicators, while the requirements for qualitative components of la-
bor are significantly increased, the needs for using resource-saving technologies and cost
optimization are updated;

changing emphasis in management from human resources management to talent man-

agement;
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building relationships between employers and employees, managers and subordinates,
among members of the work team on an equal partnership basis that prevents the domi-
nation of a certain subject;

increasing individualization of social and labor relations with regard to labor conditions,
organization and remuneration;

increasing labor flexibility;

growth of the unstable employment range (staff leasing, outsourcing, distance employ-
ment).

The changes taken place in the sphere of social and labor relations dictate new demands

on the employee, on the quality of his/her labor force, human capital, on the level of necessary

competences development. The creation of innovative products, scientific research results, the

implementation of creative methods and approaches require skilled, competent, talented em-

ployees who possess intellectual capital, have unique knowledge and abilities, are able to think

unconventionally, to solve creatively current problems at the enterprise, to make effective de-

cisions.

It is forming an employee of modern (innovative, post-industrial) type under the conditions

of the transformation of labor sphere and social and labor relations. The employee of a modern

(innovative) type possesses the following characteristics:

a)
b)

c)

d)

high level of mobility, flexibility and adaptability;

high level of self-development and learning ability;

high level of information technologies knowledge, and consequently, a substantial level of

awareness;

the desire to find a balance between personal life (family) and work (professional and

career development);

the transformation of the people life values, which acquire asymmetric forms:

— from the egocentrism to the volunteering;

— from the focusing only on the basic physiological need (food, clothing, recreation) re-
gardless of income level to the focusing on the needs of higher levels (self-actualiza-
tion, self-affirmation, driving success);

— from the striving for freedom and personal independence (freelancers, distance em-
ployment, self-employment, independent professional activities, work under civil con-
tracts, etc.) to the unwavering loyalty to the company, teamwork, business values;

— from the desire in any way to be promoted to the post to complete rejection of career
growth (downshifting), etc.;

increasing requirements for labor remuneration, especially it concerns for highly qualified,

experienced workers, creative and talented ones, employees with exclusive competence

intellectual abilities and competencies.
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Under the conditions of the ruthless competition, the growth of the labor innovative com-
ponent and the labor intellectualization employers are increasing requirements for employees’
qualification, competence and motivation. Most employers wish to have talented, creative em-
ployees with ability to think unconventionally, take the reasonable risk, with high level of moti-
vation, social responsibility and loyalty to the company. In that context, the competition among
employers for such employees is escalating in the labor market. The escalating competition in
the labor market for competent, talented employees — owners of intellectual capital necessi-
tates a compensation policy shift.

Many scientists emphasize the necessity to improve approaches and models of labor re-
muneration in accordance with modern requirements. The German scientists give notice that
employees’ knowledge is a determinative factor of enterprise’s property value in the new econ-
omy, for this reason, employers will try more than ever to retain employees. This can happen
firstly because of a labor remuneration system oriented to success (Klodt, Bukh & Khristensen,
2006, p. 177). According to the scientists, one of the most effective labor remuneration sys-
tems is employees’ participation in the company’s profit.

According to the Ukrainian scientists, the main directions of improvement of labor remu-
neration models are (Novikova, Amosha & Antonyuk, 2012, p. 391):

— implementation of modern multi-factor and flexible remuneration systems;

—  provision of benefits package to employee;

— dissemination of such form of income distribution as employees’ participation in the com-
pany’s profit;

— implementation of remuneration system that is based on the competence approach.

An important direction of changing the compensation policy is shifting focus from fulfilling
obligations and providing guarantees in accordance with labor legislation and collective bar-
gaining agreements and accords on the market, innovational and social components. It re-
quires the individualization of labor remuneration and the provision of meaningful, structurally
well-balanced, decent compensation packages in accordance with the dominant employees’
needs and motives and the market price of labor.

The standard (traditional) remuneration system (provision of basic salary and bonuses for
the current results) does not attract employees of modern (innovative) type during work search
and negotiation with employer (execution of employment agreement) and does not retain at
the enterprise. As a result, enterprise cannot attract talented and competent employees and in
the case of recruiting them, it will not be able to encourage the achievement of the objectives,
key performance indicators and finally retain employees at the enterprise.

It is important to give notice that the modern relationship between the employer and the
employee is beyond the scope of traditional distributive relations. At joint-stock companies

some employees have become co-owners holding stocks. It is developing different systems of
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employees’ participation in the company’s profit. Such rewards can be equated with an entre-

preneurial income, and, consequently, they can more than basic salary or traditional bonuses

form employees’ sense of participation in business, loyalty to the employer. With the develop-
ment of social and labor relations, the share of such rewards in the employees’ total compen-
sation is constantly increasing.

In addition, in modern conditions it is taking on great importance for employees the follow-
ing intangible benefits:

— favourable working conditions and psychosocial climate, convenient labor regime;

—  possibility to self-actualize;

—  possibility to perform creative tasks and work, innovative activities;

— conditions for personal, professional and career development;

— correspondence of life values and suggestion with the business culture of the enterprise;

— company’s reputation in the market, in particular in the labor market, the employer brand;

— official recognition of merits (awarding honorary certificates, expression of gratitude, giving
gifts with the inscription-gratitude, conferment of title, information of the staff and public
about the employee’s achievements);

— involvement in business, in particular in designing business strategy and decision-making
processes, obtaining reliable information on financial and economic indicators of the en-
terprise’s activities, etc.

These factors have become to play one of the most important roles in the improving com-
pany’s competitiveness in the labor market, and, therefore, employers cannot include into labor
remuneration and propose to employees only tangible rewards and benefits.

It is also important to give notice that remuneration is taken by the employee not only as
a reimbursement of time, energy, physical and mental efforts, in particular intellectual abilities,
for achievement of the business objectives, key performance indicators, but also as evidence
of his/her value for the company. It certainly has a positive influence over employee’s self-
esteem and self-affirmation, point at his/her social status at the enterprise. The remuneration
received by an employee is also a measure of his/her personal and professional self-actuali-
zation, professional success, recognition and approval of results and achievements by the
company’s management and owner.

Fairness, transparency and competitiveness of compensation policy, reward competitive-
ness, objective differentiation, an integrative approach to the compensation package develop-
ment, taking into account the employees’ basic needs and interests are important not only for
encouraging an employees to achieve the necessary results, but also for forming a socially
responsible attitude to work, employees’ engagement, loyalty, for professional succeeding and
further development. It allows for the conclusion that fair and transparent compensation policy

based on the labor remuneration individualization and providing decent reward for employees
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is an important component of the formation of harmonious social and labor relations between
the employer and the employees, and therefore it positively influences the financial and eco-
nomic business results.

To the contrary, unfairness and nontransparency of compensation policy, nonobjective
differentiation, a gap between remunaration and work complexity, position’s value, individual
and collective results, absence or non-competitiveness of benefits package, not taking into
account the employees’ basic needs and interests, prejudicial treatment of managers to em-
ployees negatively influence their motivation, loyalty, attitude to work and labor productivity.
This also negatively influences the employees’ attitude to the management, owner, and the
company. This policy does not facilitate the harmonization of social and labor relations. It leads
to social and labor conflicts and worsening relations in work collective. Ultimately, this situation
puts brakes on the innovation development, negatively influences the financial and economic
business results; the company loses the competitive position on the market of goods and ser-

vices.

CONCLUSIONS

Labor intellectualization leads to transformation of a labor sphere and social and labor relations
that requires changes of the compensation policy through shifting focus from fulfilling obliga-
tions and providing guarantees in accordance with labor legislation and collective bargaining
agreements and accords on the market, innovational and social components. It requires the
individualization of labor reward, the development fair, transparent compensation models of
labor remuneration, the provision of meaningful, structurally well-balanced, decent compensa-
tion packages in accordance with the dominant employees’ needs and motives and the market

price of labor, the employees’ contribution into the business results.
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