Role of Incentive/bonus Plans 

Rewards are fundamentally communication vehicles, sending messages that are consistent with, and that reinforce, other messages employees are receiving about business goals, desired behaviors and culture. Organizations that use incentive/bonus plans effectively recognize that an incentive/bonus plan is but one component of the total reward philosophy of the organization. Other essential components to engage and reward the workforce include wages, benefits and recognition programs, as well as opportunities for skill training, communications, performance management, employee involvement and safe working environments. 
As organizations are pressured to achieve higher levels of performance and productivity, they are searching for ways to leverage limited resources. Variable incentive/bonus pay is the number one design used to influence short- to mid-term business results. Coupled with astute strategy, solid leadership and good working conditions, variable pay incentive/bonus designs can: 
· Communicate priorities to indicate the relative importance of certain objectives and goals of the organization 
· Engage employees in business success by sharing the gains realized from changed behaviors 
· Reward valued skills and behaviors 
· Create business literacy by educating employees on how and why their contributions will benefit them and their organizations 
· Create esprit and solidarity through a common cause and renewed energy, and 
· Contribute to a compelling place to work. 
In highlighting the qualities of an effective incentive/bonus plan, it is also important to consider what an incentive/bonus plan cannot do. An incentive/bonus plan cannot: 
· Replace trusted, quality leadership 
· Create results where barriers exist that inhibit performance (for example, technology deficiencies or process inefficiencies) 
· Fix an outdated or ill-conceived business strategy, or 
· Meet all of an organization’s human resources objectives. 
Because the purpose of variable incentive/bonus plans is to energize and focus employee efforts, the design must “fit” the culture and specifically address the needs of the organization. To this end, the design process is often iterative and complex. An effective plan design must be based on a philosophical underpinning, clearly defined objectives, line of sight metrics, appropriate performance periods, reasonable investment returns and, most importantly, communication, coaching and performance management. More information about these and other factors is presented below.
Factors Influencing the Effectiveness of Incentives/bonuses 
An effective incentive/bonus program motivates employees toward desired performance behaviors that translate into results for the organization and rewards for the employees participating in the program. An effective Postal Service incentive/bonus plan should cause employees to do something that they would not otherwise do if the plan did not exist. 
Although a variety of issues can impact the effectiveness of an incentive/bonus plan, the items below constitute key elements that should be considered when assessing the Postal Service’s ability to translate an incentive/bonus plan idea into a viable, robust reward tool. The greater the degree to which these elements exist in the COMPANY, the more likely it is that an incentive/bonus plan will produce the desired performance and a reward that is considered worthwhile by participants. 
Plan Design 
· The plan design effectively aligns strategic operating priorities with desired employee behavior 
· Performance metrics appropriately balance competing priorities, including productivity and quality 
· Stakeholders concur that targeted performance levels are realistic and potential incentive/bonus payments are fair, thereby creating a “win-win” work environment 
Simplicity 
· The plan design (including measures, relevance to employee behaviors, and payout potential) must be easy to understand by all employee levels 
· The plan should be simple enough that it easily engages employees to work toward COMPANY objectives (simplicity must relate to complexity of jobs participating) 
The point system could be constructed with a five point structure incorporated within an employee performance review.

The five points could be as follows:

5 = Excellent
4 = Above Average
     3 = Satisfactory     2 = Decreased performance       1 = Unsatisfactory

These are then applied to the following form. Each of the areas listed would be evaluated by points. (and/or comments)

The points are then added up. The totals would be evaluated against company standards based on 14 aspects of employee behavior and activity. There is also an additional area after the 14 points for written comments. The employee is invited to add their own comments as well.
A total score of:

	% bonus
	Points

	100%
	70 (max) indicates Outstanding/Excellent in all areas

	75%
	56 – 69 Above Average

	50%
	42 – 55 Satisfactory

	35%
	28 – 41 Decreased Performance

	0%
	14 – 27 Unsatisfactory


These numbers can be adjusted, of course. This is just an example. However, adding the point system to it will better control behavior and reward outstanding behavior/activity. 

Employee Performance Evaluation

Name:

Title:

Date of Evaluation:

Appraisal Period:
Rate each of the following 14 points as follows:
5 = Excellent
4 = Above Average
     3 = Satisfactory     2 = Decreased performance       1 = Unsatisfactory

1.) Accountabilities – The degree to which an employee meets the expectations of the job during the appraisal period
2.) Availability – The degree, to which an employee is prompt, follows rules pertaining to breaks, lunch periods and overall attendance

3.) Adherence to Policy – The degree to which an employee follows office policy and adheres to SEC/NASD regulations

4.) Behavior Pattern (External) – The stability, politeness and judgment shown when dealing with clients and/or vendors

5.) Behavior Pattern (Internal) – The stability, politeness and judgment shown when dealing with fellow associates and partners
6.) Creativity – The degree to which an employee suggests ideas, discovers new and better ways of accomplishing goals

7.) Dependability – The degree to which an employee can be relied upon to complete the job

8.) Independence – The degree of work accomplished with little or no supervision

9.) Initiative – The degree to which an employee searches out new tasks and expands abilities professionally and personally

10.) Interpersonal Relationships (External) – The willingness and ability to communicate, cooperate, and work with clients, support organizations and vendors

11.) Interpersonal Relationships (Internal) – The willingness and ability to communicate, cooperate and work with co-workers and partners

12.) Knowledge of Job – Useful technical skills and information used at work

13.) Productivity – The accuracy of work finished in a specific amount of time

14.) Quality – The accuracy, detail and acceptability of work accomplished

Accomplishments during appraisal period:

Areas which need improvement:

Recommendations for Career Development:

Employee’s overall performance in comparison to the Job Requirements involved with this position (Circle one):

70 = Excellent 
56 - 69 = Above Average 
42 - 55 = Satisfactory 
28 - 41 = Decreased performance  
14 - 27 = Unsatisfactory

Supervisor Comments:

Employee Comments (Optional):

Evaluation Date: __________________________________

Employee’s Signature: 
__________________________________________

Supervisor’s Signature: 
__________________________________________

There is also a salary adjustment form I can share with you. It follows this page
Employee Compensation Review Form
Date of Review____________
	
	
	

	Employee Name
	
	Hire Date

	
	
	

	
	
	

	
	
	

	
	
	Full-time (      )  Part-time (      )

	Date of Last Review
	
	(check one of the above)

	
	
	

	
	
	

	
	
	

	
	
	

	Date of Last Pay Rate Change
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	Current Pay Rate/Salary/Draw
	
	Avg. # of Hrs. worked per week

	
	
	(if part-time)

	
	
	

	
	
	

	
	
	

	New Pay Rate
	
	Effective Date

	
	
	




Management Approval

______________________________
______________________________

Manager #1




Manager #2

Submitted to Accounting on (date) _______________________

___________________________________

_______, Financial Officer



Return this form to employee’s file when complete
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