Pay for Performance

A Sample Model
Name:


John Boring

Company:

Acme Engineering

Rate of Pay: 

$40,000

PFP Annual goal: 
10% of annual salary

The Program

Acme Engineering has a pay for performance program that has two parts:

1) Company performance

2) Individual performance

Company Goal First

The plan works on a basis where the company must meet at least 80% of their company goals before individual employee recognition can occur.  So, for example: If they hit 90% of their goal the employee gets 100% of the company goal dollar amount. If they achieve 85% of the goal they get something in between. So, at 80% you get 55%; at 81% you get 60% and so on till you reach 90%. Once you meet the threshold, you are okay. If you fall within the range of 80-90%, your percentage will be reduced or adjusted by a percentage.

Result: The company has a target of 5 million dollars for the first 6 months of the year. 

Outcome: The company hits 4.5 million and achieves 90% of the goal; therefore, all employees can receive 100% of the individual allocation (there will be no % reduction).

Individual Goals Next

Goal:
John had three goals to make for the first 6 months of the year.

Result: John met all three goals and achieves 100% of his individual award.

So, show me the money! How much does John receive for an incentive the first 6 months of the year?

1.
Company threshold met? 
Yes, so John gets 100%--no reduction percent.

2.
All individual goals met?
Yes, so John gets 100% of 5% of Salary (1/2 year) 

3.
The calculation….
$40,000 annual salary X 1.0 (company goal) X 5% percentage of pay for 6 months of the year

4.
John receives then…
$2,000 in bonus for the first 6 months of the year. Paid in July.

If the company breaks all sales goals and exceeds plan, then John may get an additional incentive at the end of the Year.

