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	RETENTION TOOLKIT

	PART B: JOB CONNECTION

	

	· Setting up an incentive program
· Checklist for Implementing Bonus Schemes

· Types of Bonuses

· Bonus Scheme Planning

· Implementing a bonus scheme

	

	FOR MORE INFORMATION CONTACT THE 

	AAAA HR HOTLINE: 1300 735 306
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SETTING UP AN INCENTIVE PROGRAM


	13.1 Checklist for Implementing Bonus Schemes
	√

	Consider the motivational effects of bonuses, both in the short and long term
	

	Consider how well a bonus scheme ‘hangs’ together with the rest of the remuneration arrangements (are there conflicting or supporting elements?)
	

	Ensure the basis for awarding bonuses is fair and not discriminatory
	

	Consider the tax effect on the employee, and whether it will put them in a higher bracket
	

	13.2.2 Types of Bonuses
	

	Production bonuses

	Sales commissions

	Cash awards

	Company shares

	13.3 Bonus Scheme Planning
	√

	Link the incentives to the organisation’s strategic goals, such as customer satisfaction or cost reduction
	

	Use incentives to communicate to employees that their work is valued by the organisation
	

	Establish what type of incentive or reward to offer, and consider combining financial and non-financial incentives
	

	Allow employees input to ensure the incentive is custom-tailored to suit employees’ varying needs and values
	

	Ensure the benefits of the scheme outweigh the costs
	

	Maintain fairness by extending the scheme to as many employees as possible, without upsetting pay equity
	

	Consult with employees and managers to set realistic targets for any performance based incentives – aligned to job descriptions
	

	Allow line managers input to tailor schemes to business unit objectives
	

	Ensure performance targets  are measurable, set against clear standards as indicated in job descriptions and as objective as possible
	

	Consider the PAYE tax and FBT implications for the employer and employee.
	

	13.4 Implementing a bonus scheme
	√

	Clearly communicate the scheme to the employees, ensuring that employees understand the program’s objectives and how the program works
	

	Sell its benefits
	

	Make it clear what specific behaviour is being rewarded
	

	Evaluate the scheme regularly
	

	Present the reward, bonus or incentive as soon as possible after the performance
	

	Should be between 12- 15% of employees base salary. Less does not provide suitable incentive. 
	


Summary:


 Employee disengagement within their roles a strong driver for incentive schemes. Difficulty in reaching sales targets is another common rationale for introducing incentives. Sales staff are more likely than other employees to be participants in incentives schemes involving both financial and non-financial rewards. Impending skills shortages and the ageing of the workforce are both forcing attention on to retention as a critical HR issue. Incentives are seen as one way of fostering retention.


A bonus is a one-off payment, independent of normal salary or wages, rewarding good performance, special service or ongoing service to the organisation. Usually it is passed on some sort of formula. Often it is used instead of a salary increase to continue to motivate employees near the top of their pay classifications














