Money and motivation
· Variable pay/ incentive plans
Any plan that ties pay to some measure of individual, group, or organizational performance

Successful incentive plans
· Employees see a clear connection between the incentive payments they receive and their job performance(clear objective metric for quality or quantity)
· Employees have a desire for/understand the plan
· Employees are committed to meeting the standards—mutual trust
· Standards are challenging but achievable—not an entitlement; seen as a reward
· Payout formulas are simple and understandable
· Payouts are a separate, distinct part of compensation
Straight piecework
· Employees receive a certain rate for each unit produced
Differential piece rate
· A compensation rate under which employees whose production exceeds the standard amount of output receive a higher rate for al of their work than the rate paid to those who do not exceed the standard amount

Individual incentive plans
· Standard hour plan
Pay rates are based on the completion of a job in a predetermined “standard time”
      If the employees finish in less time, then their pay is still calculated on the hourly rate
· Bonus
a) Incentive payment that is supplemental to the base wage
b) Related to organization objective- e.g. cost reduction, quality improvement, or other performance criteria
c) Commonly at the end of the year
· Spot bonus
Unplanned bonus given for employee effort unrelated to an establish performance measure

Merit pay
· Merit pay program(merit raise)
a) Links an increase in base pay to how successfully an employee achieved some objective performance standard
b) Perceptions of bias; create feelings of inequity
c) Need to differentiate between individuals’ performance levels
d) Should be distinguishable from cost-of-living or other general increases
e) Research shows….
-To serve as a motivator, need to have merit in the range of 7-9%
	  -Some companies are using lump-sum merit increases instead!

2012: Canadian federal government executives:
· Overall 


Incentive awards and recognition
· Awards
Often used to recognition productivity gains, special contributions or achievements
· Noncash incentive award
Are most effective as motivators when the award is combined with a meaningful employee recognition program

Sales incentives
Types of sales incentive plans
1) Straight salary
2) Straight commission
3) Combined salary and commission

Incentives for professional employees
· Are professional employees incented in the same way as other salaried employees…(e.g. lawyers, musicians, IT professionals, scientists)?
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