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Variable Pay: Tying pay to some measure of individual, group, or organizational performance.

Variable pay programs are a major elements of strategic compensation management.

Types of Incentive Plans
Individual :
· Piecework
· Bonuses
· Merit Pay
· Incentive Awards
Group:
· Team Compensation
· Scanlon Plans
· Improshare
Enterprise/Organization: 
· Profit Sharing
· Stock Options
· Employee Stock Ownership Plans

Advantages of Incentive Pay Programs
· Incentives focus employee efforts on specific performance targets
· Incenvtive payouts are variable costs linked to the achievement of results
· Related to operating performance. If objectives are met, incentives are pay.
· Foster teamwork and unit cohesiveness

Individual Incentive Plans
1. Piecework. One of the oldest incenvitve plans is based on piecework. Under straight piecework, employees receive a certain rate for each unit produced. Under differential piece rate, employees whose production exceeds the standard output receive a higher rate for all of their work than the rate paid to those who do not exceed the standard.

2. Standard Hour Plan. An incentive plan that sets rates based on the completion of a job in a pre-determined standard time.

3. Bonuses . A bonus is an incentive payment that is given to an employee beyond his or her normal base wage.
A spot bonus is an unplanned bonus given for employee effort unrelated to an established performance measure.

4. Merit Pay. A merit pay program links an increase in base pay to how successfully an employee performs his or her job.

Merit Guidelines are guidelines for awarding merit raises that are tied to performance objectives.

Lump Sum Merit Program is a program under which employees receive a year end merit payment, which is not added to their base pay.

Types of Sales incentive Plans:
· Straight Salary Plan is a compensation plan that permits salespersons to be paid for performing various duties that are not reflected immediately in their sales volume.
· Straight Commission Plan is a compensation plan based on a percentage of sales.
· Combined Salary and Commission Plan is a compensation plan that includes a straight salary and a commission.
· Salary Plus Bonus Plan is a compensation plan that pays a salary plus a bonus achieved by reaching targeted sales goals.

The Executive Pay Package; consists of five basic components:
1. Base Salary
2. Short term Incentive or Bonuses
3. Long term Incentives or Stock Plans
4. Benefits
5. Perquisites; nonmonetary rewards given to executives (aka perks)

Group Incentive Plans:
1. Team Compensation ; reward team members with an incentive reward when ageed-on performance standards are met or exceeded. Encourages cooperation
2. GainSharing Plans; organizational programs designed to increase productivity or decrease labour costs and share monetary gains with employees.

Enterprise Incentive Plans:
1. Profit Sharing Plans; Any procedure by which an employer pays, or makes available to all regular employees, special current or deferred sums based on the organizations profits.
2.  Employee Stock Option Plans; Stock option programs are sometimes implemented as part of an employee benefit plan or as part of a corporate culture linking employee effort to stock performance.
3. [bookmark: _GoBack]Employee Stock Ownership Plans; Stock plans in which an organization contributes shares of its stock to an established trust for the purporse of stock purchases by employees.
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