BA 31 - Chapter 11 & 12

Establishing Strategic Pay Plans
&
Pay for Performance and Financial Incentives

Terminology…

· Direct Financial compensation

· Indirect financial compensation

· Expectance Theory

· Based on Equity when speaking of money earned.

· Equity:

· External – comparable to workers who perform similar jobs

· Equity:

· Internal – received $ according to value placed on the worker.

Expectancy Theory

Rates and Ranges…

What’s the going rate for X?

What determines Ranges?

Establishing Pay Rates

Ranges Determined by…

· Company Earnings…  

· Competition, market rates or “________________”, and Pay Leaders

· Wage/Hour Surveys and Report findings

· Job Titles

· _____________________________ set by the company

· Government owned entities have “__________________” salaries tied to __________________________________________ of service 

· Unions Contracts

Green Line /Red Line

· Minimum – ______________________________ is determined by:

· E____________________
· E____________________
· U______________
( Mid Point- Also determined by the above, but  based on factors usually determined by _________________________.

FIGURE 11–6
Wage Structure

_________________/(or “Circled”)

· When an individual is “___________________” it means that they are at the top of the scale and can go no further within the job position.  What does this mean?

· _________ raises

· __________ incentives

· The individual more than likely ______________________________.

· SEE PAGE 300

FIGURE 11–5
Plotting a Wage Curve

OTHER FORMS OF COMPENSATION….

Performance-Based Pay

· ____________Pay

· __________________________ pay

· _____________
Skill-Based Pay

· Benefits for Individuals and Organizations – Skills obtained through ____________________________
· Level of __________________________
Competency-Based Pay

· Seniority

· Experience

· Outside connections or Membership to industry organizations

· Potential

· Political Clout

LEGISLATION AND REGULATIONS

Laws you need to know….

Legal Considerations in Compensation

Legislation You need to know…

· Davis-Bacon Act of 1931 – 

· National law dealing with minimum wage.  Mandates a wage for all _________________________ or assisted _____________________ exceeding $______.  

· Secretary of Labor sets the prevailing wage at the union wage, regardless of what the average wage is in the affected locality.

Walsh-Healy Act of _____________
· Requires ____________________________ exceeding $___________ to pay prevailing wages.

· Overtime laws and “________________”

Fair Labor Standards Act of 1938

· FLSA _________________________________________________ on a national basis to eliminate low wages and long working hours.

· Overtime and “time and a half” 

Equal Pay Act of 1963

· Prohibits an employer from paying an employee of one gender less money than an employee of the opposite gender, if both employees do work that is _______________________ the same.
Lilly Ledbetter Act of 2009 – Obama Administration
Other forms of Compensation…

Motivation and Incentives

· Herzberg’s Hygiene–Motivator theory 

· ____________________ (extrinsic job factors)

· Inadequate working conditions, salary, and incentive pay can cause dissatisfaction and prevent satisfaction.

· Motivators (__________________ job factors)

· ___________________________ (challenging job, feedback, and recognition) addresses higher-level (achievement, self-actualization) needs.

· The best way to motivate someone is to organize the job so that doing it helps satisfy the person’s higher-level needs.

TABLE 12–1
Lump-Sum Award Determination Matrix (an Example)

FIGURE 12–1
Employee Preferences for Noncash Incentives

Other forms of compensation

· Incentive Pay

· Stock Options

· Company Credit Card

· Travel

· Parking

· Bonuses

· Season tickets to  games…

· Club Memberships 

· Use of corporate jet…  (get real…)
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